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A. AUDIT ASSIGNMENT

The management of

HBL Germany GmbH, Zwickau

- hereinafter referred to as ,Company” -

has instructed us to audit the financial statements of HBL Germany GmbH for the year ending
March 31, 2019 according to the provisions of art. 316 and following, #IGB (German Commercial

Code), including the accounting and to provide a written report on the results of the audit.

The audit engagement, dated April 21, 2019 was based on a resolution approved by the shareholder’s
mesting held on June 21, 2018 in which we were appointed as auditors.

We confirm according to art. 321 (4a) HGB that we considered the applicable regulations for inde-
pendence during our audit.

The Company is a smali-sized corporation in accordance with the size criteria set out in Art. 267 (1)
HGB.

We have enclosed the audited financiai statements, consisting of balance sheet {Appendix 1), profit-
and loss account (Appendix 2) and the notes to the financial statements (Appendix 3},

The audit was performed in the time pericd from May 2, until May 27, 2019. The final analysis of the
audit findings and the report was established in the Munich offices of cur company.

The audit of the financial statements was compieted May 27, 2019.

We have also audited the financial statement as of Mar 31, 2018; reference is made te our audit report
dated June 1, 2018.

We provide the following report in compliance with the principles of proper reporting for audits of finan-
cial statements sat oul in audil standard P32 450 of the Instiut der Wirtschaftspriifer in Deutschland
e. V. {Institute of Public Auditors in Germany).

The fulfilment of our assignment and our responsibility - also in refation to third parties - are governed
by the "General engagement terms for German public auditors and public auditing companies - as of
January 1, 2017", which are enclosed with this report.
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The audit was carried cut in compliance with the general provisions of commercial law, especially
§§ 317 and following, HGB, the principles of proper accounting and the principles for the proper exe-
cution of annual audits laid down in the IDW audit standards of the Institut der Wirtschaftsprifer in

Deutschiand e. V.

415
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B. Basic conclusions

1.  Sijtuation of the company

The Company has refrained from posting a management report. This is in compliance with the exemp-
tions provided in §264 (1) HGB. For this reason we cannot explicitly, as per § 321 (1) HGB, issue any
statement regarding the legal representatives’ evaluation of the state of the Company, as it would
otherwise appear in a report.

Throughout the course of the audit, we did not encounter any information that would make a report

compulsory.

1.4. Economic situation and the course of business

The sales decreased from KEUR 5,382 prior vear to KEUR 4,456 this year. Upon completion of re-
structuring measures in 2015 the company could concentrate on develaping it's business in the follow-

ing.

The margin of sales of the company were close fo expectations on the smalt sales volume, and after
deducting for commissions and transport, a positive margin coutd ba realized.

The company anticipates continued stability in their key industrial and commercial sectors of the Ger-
man ecenomy. In the medium-term the German energy transition appears very promising. The solven-
cy of the company is backed by HBL Power Systems Lid.

For the current fiscal year the management of the company expects the business to be profitable.

Currently, the company is making regular payments to the parent company against the payables. Par-
ent company is expected fo continue the support in reviving the company into profits.
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2. Findings pursuant to art. 321 (1) S. 3 HGB

21. Risks to the development and existence of the company

According to art. 321 (1) 8. 3 HGB, we as auditors are required to report detected irregularities or vio-
lation against law as well as facts which may thread the existence or the development of the audited

company substantially.

As of March 31, 2018 the equity of the company is negative. The company shows a deficit not covered
by equity of EUR 800,252.41. In the financial year 2018/2019 the company achieved a profit of EUR

162,351.86.

As of March 31, 2019 the company reports liabilities in the amount of EUR 1,694,818.53. These are
payables to the parent company HBL Power Systems Ltd., Hyderabad, India.

Management's financial planning for the year 2018/19 forecasts a profit for this period again. Accord-
ing to this planning, the parent company will extend the required support to the company. Consequent-
iy, the financial statements have been prepared under the going concern assumption. According to our
findings, the going concern assumption is correct.

2.2. lrregularities

According to art. 321 (1) S. 3 MGB, we are required to report on ascertained incorrect information: or
viclations of legal regulation, as well as information that represents legal representatives’ or employ-
ees' direct violation of law, company contract or statutes.

4615
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C. Object, nature and scope of the audit

The subject of our audit were the accounting and the financial statements (Appendix 1 to 3) for the
year ending March 31, 2019, as well as the Company’s compliance with the accounting provisions of
the German Commercial Code.

The Company's management is responsible for the bookkeeping system, the preparation of the finan-
cial statements and management report, and for the information provided to us. Owr responsibiiity is to
form an opinicn on the financial statements and disclosures presented to us by the management dur-
ing the performance of our audit.

The starting point for our audit was the financial statement for the previous fiscal year for the period
Aprit 1, 2017 to March 31, 2018, on which we expressed our opiion on June 1, 2018; those financia}
statements were approved by shareholders’ resolution on June 21, 2018 without amendment.

The financial statement presented to us for audit for the 2018/2019 fiscal year was prepared by the
Company.

The tegal representatives or the persons named by them provided us with all requested explanations,
clarifications and documentary proofs.

Additionally the management board has given us a written confirmation, that in accounting and the
financial stalements all assets, labilities, risks and accruals are included, income and costs are com-
pletely recorded and all notes and off balance sheet Eabilities have been disclosed.

Our audit was carried out in compliance with the general provision of commercial law, especially
art. 316 and subs HGB, and the provisions of the articles of association supplementing them, regard-
ing the financial statements, the principles of proper accounting and the principles of proper execution
of annual audits laid down in the audit standards of the Institut der Wirtschaftsprifer in Deutschiand
a.V. (IDW).

In this respect we have planned our audit procedures on a preblem-based methodology — without,
howaver, performing procedures specifically designed to detect fraud — such that we delect with a
reasonable assurance misstatements materially affecting net assets, financial position and resuits of
aperation in the financial statements.

Within the scope of this annual audit, we obtained information about the exiernal corporate environ-
ment, the legal background conditions, the clent and supplier structure, the range of goods and ser-
vices offered, the services obtained by the Company and the Company's IT environment, Specifically
at the beginning of the audit we have developed a comprehensive understanding of the Company's
external and internal carporate environmant from a set of quastons discussed with management,

n addition, the development of the Company over several years was analysed on the basis of the
financial statements submitted as well as furlher internal and external information.

515
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in addition, information provided by the legal representatives in relation to the main sirategies and
business risks was included in our considerations.

On the basis of the documents submitted and the information provided, we undertook a provisional
evaluation of the systems and methods of accounting and preparation of the financial statements,
taking into account the internal control system described. The internal control system implemented by
the Company was analysed to determine whether the Company's monitoring environment, the risk
assessment within the Company, the design of monitoring activities, the internal supervisory measures
and the Company's information and communication systems contributed sufficiently to ensuring the
truth and fairnass of the accounts and compliance with taws and other regulations.

Based on the risk areas identified in the audit planning the following matters of emphasis were deter-
mined for our audit.

- Process of establishment financial statements

- Processes of valuation and cui-off of accounts receivable and sales revenues,
- Stock-keeping and valuation,

- Going concern,

Based on a preliminary assessment of the internal control system we determined the remaining audi
procedures under consideration of materiality and cost-effectiveness principies. Accordingly, we per-
formed both analytical and substantive audit tests on a sample basis, determined under consideration
of the significance of the audit area and the organization of accounting procedures. Samples were
selected to ensure, under consideration of the economic significance of each position in the financial
statements, that sufficient coverage was obtained io verify compliance with statutory accounting re-
guirements,

In auditing evidence of the Company's assets and liabilities we have, amongst other things, obtained
bank and lawyers' confirmations, and obtained balance confirmations for selected trade receivables
and trade payables accounts.

The nature, scope, and results of the individual audit tests performed by us are documented in our
working papers.

G115
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D. Statements and Comments on the Accounting

1. Correctness of the Accounting

1.1. Accounting and other audited documents

The Company’s financial and payroll accounting is maintained by the Company using the DATEV

accounting software.

The Company's accounting-related internal control system {iCS) is appropriate for its business pur-
pose and scope and allows for an orderly organization and control of relevant work-flows.

The organization of the books and records and the accounting-related internal control system allow for
the compiete, accurate, timely, and orderly recognition and recording of business transactions. The
primary books of accounts are appropriately organized and document flows are transparent. The
books and records open correctly with the closing balances from the previcus year's balance sheet
audited by us, and were maintained in an orderly fashion throughout the fiscal year.

Data gathered from other audited documents are properly reflected in the books and records, the fi-
nancial statements and the management report.

Overall, based on the results of our work, it can be concluded that the bookkeeping system and other
audited documents (including record and document management, internal control system} comply with
ithe legal requirements, generally accepied accounting standards, and the additional requirements of
the Shareholders' Agreement.

1.2. Annual financial statements

The company is a small-sized corporation pursuant te § 267 (1) HGB. The attached annual financial
statements for the fiscal year ended March 31, 2019 have been prepared in accordance with the ac-
counting requirements of the Commercial Code as applicable to partnerships in the sense of § 264 a
HGB and the additional requirements of the Shareholders' Agreement.

The Company has applied the simplification exemptions available 1o smali-sized companies under
§ 276 and § 288 HGB,

The financial statements comply with the statutory regulations inciuding the generally accepted ac-
counting principles. The balance sheet and profit and loss account were property developed from the
accounting and other audited documents. The principles of recognition, presentation and valuation
applicable for corporations were abserved,

The balance sheet and income statement are properly derived from the bookkeeping records and
other audited documents. The classification of the batance sheet {Appendix 1) follows the presentation

715
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method set out in art. 266 (2) and (3) HGB. The income statement (Appendix 2) is prepared using the

total cost convention in accordance with art, 275 (2) HGB.

To the extent that a choice of presentational treatments of balance sheet or income statement disclo-
sure items was available, the appropriate disclosure has primarsily been made in the notes.

The notes to the financial statements (Appendix 3) contain the required disclosures conceming the
individual items in the balance sheet and profit and loss account and include the other obligatory in-

formation correctly and completaly.

Based on the results of our audit the annual financial statements comply with statutory requirements,
generally accepied accounting standards and the additional requirements of the Shareholders’
Agreement. The audit did not lead to any reservations.

2. OQverall presentation of the financial statements

2.1. Findings relating to the overall presentation of the financial statements

Qur audit revealed that the annual financial statements overall — i. &. the combined impression given
by the combination of the balance sheetl, income statement, and notes to the financial statements —
give a frue and fair view of the net assets, financial position, and results of operations of the Company
in accordance with generally accepied accounting standards or other applicable accounting reguta-
tions (Art, 264 Para. 2 HGB).

2.2. Main valuation principies, changes in the valuation principles, proceedings affecting

the facts of the situation

As regards the vajuation principles, we refer to Section 1 in the notes to the financial statements {Ap-
pendix il).

B85
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2.3. Analysis and explanation of main items in the financial statements

Book value Book value + Increase
31.03.2019 31.03.2618 - Decrease
Assets TE % TE %o T€ %
Fixed assets
Intangibles 0 0,0 0 0.0 0 0,0
‘Fechnical and office equipment 1 0,1 4 0.2 -3 -72,5
Long-term assets L 1 0,1 4 0.2 -3 72,5
Currant assets
Invenicries G 0,0 167 4.1 =107 -100,0
Trade receivables 908 80,1 2.387 91,0 -1.458 61,6
Other assels 6 05 26 1.0 -20 -76.5
Cash-in-hand, bank balances 219 19,3 a7 3,7 122 >100.0
Short term assets 1.133 99,9 2.597 99,8 -1.465 -56,4
Assefs 1.134 100,0 2.601 100,0 -1.468 -56,4
Equity and kabilities
Sharehoiders” eguity
Subscribed capital 25 2.2 25 1,0 o] 0.6
Profit carried forward -988 -87,1 -1.041 -40,0 54 5.2
Net incomefloss of the year 162 14,3 54 2.1 108 >100,0
Equity -800 10,6 -963 -37,0 162 -16,9
Liatilities
Provisions 13 1.1 245 8,4 -232 -047
Trade payables 1.897 167,3 3.318 127.,5 -1.420 -42,8
Other liabifities 24 2.1 1 o1 23 >100,0
Short-term liabilities 1.934 170,86 3.564 137,0 -1.630 -45,7
Equity and liabilities 1.134 100,0 2.601 100.0 -1.468 -56,4

231,  Changes in net assets

The total assets have decreased from 2,601 T€ to 1,134 TE compared to March 31, 2018, This de-
Crease was mainly the result of the decrease of the trade receivables.

The equity of the Company increased compared {o the financiai year 2017/2018 {from -963 T€ to -
800 T€). This increase is caused by the net annual profit totaling 162 TE. Despite of the positive de-

velopment the Company shows a deficit not covered by equity in the amount of 800 T€ as of 31
March, 2019,

The trade payables include mainly liabilities to affiiated companies (HBL Power Systems Lid, india}
(1.695Te).
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232, Changes in financial position

The purpose of the cash flow statement is to provide supplementary information about the Company's
investment and financing activities. Cash at year end are presented starting with the net income for the
period, which is then adjusted for non-cash items and payments made and received with respect to

investing and financing activities.

The cash flow statement was drawn up in accordance with German Accounting Standards
No. 2 - 10 (DRS 2-10). Cash and cash eqguivalents include cash-in-hand, centrat bank balances, bank
balances and cheques.

2018/2019 201772018
€ €
Net loss / income for the period before extraordinary items 161 54
+  Depreciation of fixed assels 1 2
-+ Decrease/Increase of provisions -232 123
+  Loss on disposal of fixed assels 0 0
*- Decrease/lncrease in inventories, trade receivable and other
assets not attributable te investing or financing activities 1.589 59
1+ DecreaselIncrease in trade payables and other liabilities not
attributable {o investing or financing activities -1.398 -378
=  Cash-flow from operating activities 121 -1490
- Purchase of tangible fixed assets 0 -1
= Cash-flow from investing actvities 0 ~4
= Cash-flow from financing activities 0 0
= Net change in cash funds 121 =141
*  Cash funds at the beginning of period 97 238

= Cash funds at the end of period 218 97
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2373, Statement of operation resuits

The following statement represents the results of operation for the financial year compared with the
previous year derived from the income statement {Appendix 2}

2018/2019 2017/2018 +increase/-Decrease

T€ Yo T€ % TE %
Operating income
Revenue 4.456 100,0 5.382 1000 -926 17,2
Other operating income 68 1.5 77 1.4 -8 11,7
Material costs -4.258 -95.5 -5.081 -94 4 826 16,2
Operating income 268 60 .. ars L o K
QOperating expenses
Personnel £xpenses -44 -1.0 77 -1,4 a3 -42.8
Depreciation -1 0,0 -2 0,0 1 -43,7
Other operating expenses -62 -1,4 -164 -3,0 103 62,5
QOther taxes [ 0.0 -70 -1,3 70 -
Qperating expenses =107 2.4 -314 -5.8 207 -65.9
Operating result - B 3885 %2 % 1477
Net interest [t} 0.0 -1 -0,2 11 -49,6
Income before taxes e 38038 . JAe e e
Income laxes 4] 0,0 ] 0.0 a 4.0
Net income 161 36 54 1,0 107 198,3

With regard to the development of the profit and loss we refer to section B, of this report.
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E. Reproduction of the audit opinion and closing comment

“‘Independent Auditor’s Report

Audit apinions

We have audited the annual financial statements of HBL Germany GmbH, Zwickau, comprising the
halance sheet as at March 31, 2019 and the income statement for the fiscal year from April 1, 2018 to
March 31, 2019, and the notes to the financial statements, together with a description of the account-
ing policies used. Based on the findings of our audit, the accompanying annual financial statements
comply in all material respects with the requirements of German commerciat law applicable to corpora-
tions and give a true and fair view of the net assets and financial position of the Company as of March
31, 2019 and of is results of operations for the fiscal year from April 1, 2018 to March 31, 2019 in
accordance with German principles of proper accounting and German commercial faw.

In accordance with § 322 (3) sentence 1 HGB, we declare that our audit has not led to any objections
to the correctness of the annual financial statements and the management report.

Basis for the audit opinions

We conducted our audit of the annual financial statements in accordance with §317 HGB and German
generally accepted standards for the audit of financial statements promulgated by the Institut der
Wirtschaftsprifer (IDW). Our responsibility in accordance with these regulations and principles is fur-
ther described in the section "Responsibility of the auditor for the audit of the annual financial state-
ments” of our audit opinion. We are independent of the company in accordance with German com-
mercial law and professional regulations and have fuifilled our other German professional ohligations
in accordance with these requirements. We believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our audit opinions on the annual financial statements.

Responsibility of the legal representatives for the annual financial statements and the management
report

The legal representatives are responsible for the preparation and fair presentation of the annual finan-
cigd stataments in accordance with German arinciples of proper accounting and in all material respecis
comply with the requirements of German commercial law applicable to corporations, and for the
presentation of a true and fair view of the net assets, financial position and results of operations of the
Company in accordance with German principles of proper accounting. in addition, the legal represent-
atives are responsible for the internal contrals that they have determined to be necessary in accord-
ance with German generally accepted accounting principles to enable the preparation of annual finan-

cial statements that are free from material misstatement, whether due to fraud or error,
In preparing the annual financial stalements, the legal representatives are responsible for assessing

the Company's ability lo continue as a going concern. They also have a responsibility to report matters
relating to the continuing operation of the entily. if relevant. In addition, they are responsible for ac-

12i15
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counting for the continuation of operations on the basis of the accounting principle, uniess there are

factual or legal grounds to the contrary.

Responsibility of the auditor for the audit of the annual financial statements

Qur objective is to obtain reasonable assurance whether the annual financial statements as a whole
are free from material misstatement, whether intentioral or unintentional, and to express an opinion
that includes our audit opinion on the annual financial statements.

Sufficient assurance is a high level of assurance, but not a guarantee, that an audit conducted in ac-
cordance with § 317 HGB and German generally accepied standards for the audit of financial state-
ments promulgated by the Institut der Wirtschaftsprifer (IDW) will always reveal a material misstate-
ment. Misstatements can result from violations or inaccuracies and are regarded as material if it could
reasonably be expected that they would individually or collectively influence the economic decisions of
users made on the basis of these annual financial statements.
During the audit, we exercise our best judgment and maintain a critical attitude. In addition
« we identify and evaluate the risks of material misstatement, whether intentional or not, of the
annual financial statements, plan and perform audit procedures in response to those risks,
and obtain audit evidence sufficient and appropriate to provide a basis for our audit opinions.
The risk ihat material misstatements will not be detected is greater in the case of violations
than in the case of inaccuracies, as violations may involve fraudulent interaction, falsification,
intentional incompieteness, misrepresentation or the termination of internat contral.

« we understand the internal control system relevant to the audit of the financial statements and
the procedures and measures refevant to plan audit procedures that are appropriate in the cir-
cumstances, but not for the purpose of expressing an opinicn on the effectiveness of those
systems.

* we avaluate the appropriateness of accounting policies used and the reasonableness of ac-
counting estimates made by management as well as the reasonableness of accounting esti-
mates made and related disclosures made.

we draw ceonclusions about the appropriateness of the accounting principles applied by the le-
gal representatives for the continuation of the company's activities and, on the basis of the
audit evidence obtained, whether there is any material uncertainty in connection with events or
circumstances that couid cast significant doubt on the company's ability to continue as a going
concern. If we conciude that there is a material uncertainly, we are required to express an
opinion on the related statements in the financial statements or, if the information is inappro-
priate, to modify our respective audit opinion. We draw our conclusions on the basis of the au-
dit evidence obtained up to the date of our audit opinion. However, future events or circum-
stances could cause the Company to cease operating.

We exXpress an opinion on the overall presentation. the structure and the content of the annual
financial staterments, including the disclosures, as well as on whether the annual financial
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statements present the underlying transactions and events in such a way that the annual fi-
nancial statements give a true and fair view of the net assels, financial position and results of
operations of the Company in accordance with German principles of proper accounting.

Among other things, we discuss with those responsible for menitoring the planned scope and timing of
the audit and significant findings of the audit, including any deficiencies in the internal control system

that we identify during ocur audit.

In our opinicn, basad on the findings of our audit, the annual financiat statements comply with the legal
requirements {and supplementary provisions of the Shareholders’ Agreement) and give a true and fair
view of the net assets, financial position and results of operations of the Company in accordance with
the principles of proper accounting.

Without qualifying our opinion, we hereby draw attention to the fact that the financial statement was
prepared under going concern assumption {Art. 252 (1) No. 2 HGB) despite negative equity,

Munich, May 27, 2019

" Schneider + Partner GmbH

- Wirtschaftsprufungsgesellschaft

Steuerberatungsgesellschaft

Klaus Schneider Christian Seeberg
Wirtschaftspriifer Wirtschaftsprifer
[Certified Public Accountant] [Certified Public Accouniant]”

We issue the above audit report in accordance with the statutory requirements and in accordance
with generally accepted audit standards {IDW PS 450}

The audit opinion reproduced here may only be used separately from this audit report with our priar
approval. The publication or reproduction of these financial statements andfor the managemernt report
in any form not consistent with the version on which we have issued our opinion {including foreign
language translations) requires the issue of a new opinien by us, in advance, if cur audit opinion is
quoted or if reference is made to our audit; we refer to Art. 328 HGB.

41148
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The audlt report above is submitted according to the legal provisions and the Standards of proper

reporting set out in audit standard PS 450.

.' Any use of the above dupiicated audit opinion without this audit report needs our consent prior of the
““Use. Prior to any publication or distribution of the financial statements in a copy, which deviates from
'the audited form a further opinion of us is needed, if reference is made to our audit or our audit opin-
= on Reference to para 328 HGB {German Commercial Code) is made.

Munich, May 27, 2019

Sc'ﬁneider + Partner GmbH
_Wnrtschaftsprufungsgesellschaf{
Steuerberatungsgesel!schaft

S/ / /
. . i '.‘.l:;v/?,a"q//b/'m\m;‘ f

"aus Schneider o Christiaﬁ Seepérg
: thschafts pritfer ertschafts pfufer
[C_ert!fled Public Accountant] [Certlﬂed F{ublxc Accountant]

15115




Appendix 14

Page 1
HBL Germany GmbH, Germany, Zwickau
Balance Sheet
As at March 31, 2019
03-31-201% 03-31.2018
EUR EUR EUR EUR
Assets
A. Fixed assets
I, intangible fixed assets
Purchased concessions, industrial and
similar rights and assels, and licences
in such rights and assets 0,060 0.00
#. Tangible assels
Other equipment, operating and
office equipment 1.154,20 4.196,88
_____________ 115420 cenrnrnneern T 196,88
B. Current assets
. Inventories
Finished goods and merchandise .00 107.488.51
Il. Receivables and other assels
1. Trade receivables 908.048,03 2.305.623,80
2. Receivabies from affiliated companies 0,80 61.655.25
3. Other receivables and other assels 5.055,54 914.103,57 25.764,86 2.393.043,91
Hl. Cash-in-hand. central bank balances,
bank balances and chegues 218.629.45 06.758.78
....... 2.597.291,20.
C. Prepaid expenses 0,00 0,00

0. Deficit not covered by equity

Total assets .934.139,63

3.564.092,35
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Page 2
HBL Germany GmbH, Germany, Zwickau
Balance Sheet
As at March 31, 2019
(3-31-2019 03-3t-2018
EUR EUR EUR EUR
Liahilities
A. Sharehoiders’ equity
1. Subscribed capital 25.000.00 25.000.00
1. Loss carry forward -987.604,27 -1.041.420,76
4. Met gain for the financial year 162.351.86 53.816.49
IV. Deficit not covered by equity
{repored in equity 800.252.41 962.604.27
.................. 0,80, 008
B. Provisions
1. Provisions for taxes 0,00 70.000.00
2. Other provisions 1296708 12.857.08 17610202 245102,02
C. Liabitities
1. Payments received on account of orders 206.171.00 £.334.80
2. Trade payables 2.284,36 250,34
3. Liabilities from affiialed companies 1.694.818,63 3.311.076.91
4. Cther liabilities 23.908.66 1.328.28
1.921.182,55 3.318.890,33

Total Jiabilities 1.934.139,63 3.564.092,35
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10.

11,

12,

13.

HBL Germany GmbH, Germany, Zwickau

Income statement

For the year ended March 31, 2019

Sales

Increase or decrease in stock of finished
geods and work in progress

Other operating income
of which EUR 9.649,74 {previous year: £UR
20.346,20) relating to income from currency
translation

Cost of purchased materials and services

a) Cost of raw materials, consumables
and of purchased merchandise

b) Cost of purchased services

Parsonnet expenses

a) Wages and salaries

b} Social security, post-employment and
other employee benefit costs

Depreciation and amortization on intangible

assels and on properly, plant and equipmant

Other operating expenses
of which EUR 4.874,95 {(previous year: EUR
25.100,37) relating to expenses from
currency translation

Cther interest and similar income

Interest and simifar expenses

Result before tax

Taxes on incoms

Other laxes

Net gain for the year

Appendix 2

162.351,86

2018/ 2019 2017/ 2018
EUR EUR EUR EUR
4.455.730,60 5.382.126,23
-107.488,51 -27.382.01
67.973,87 76.946.67
-4.148.593,22 -5.053.298,58
0,00 0,00
-4.148.683,22 -5.063.298,568
-36.180,00 -71.646,98
-8.077.72 -5.685,23
-44.257.72 -77.342.214
-1.176,63 -2.088,52
-61.622,87 -164.145,09
1.822,76 -11.000,00
-46,52 0,00
162.341,86 123.616,49
10.00 0.00
0.00 -70.090,00

5381849
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HBL Germany GmbH, Zwickau

Notes as of March 31, 2019

{Transiation)

HBL Germany GmbH is classified as a small-sized company in terms of Section 267
of the German Commerciat Code (hereinafter referred to HGB). The present financial
statements comply with Sections 242 et seqq. and 264 et seqq. of the HGB and the
German Companies Act.

The Income statement is presented in the nature of expense format.

Valuation concept is based on the assumption of going concern. Trade payables are
due to the sole shareholder HBL. Power Systems Ltd., a listed company which is
headquartered in Hyderabad. The company's deficit not covered by it's equity is

funded by payables to the sole shareholder.

Valuation methods

intangible fixed assets are accounted for at acquisition cost net of regular deprecia-

tion which is based on the useful life of the individual items.

Tangible fixed assets are accounted for at acquisition cost net of regular depreciation

which in accordance with para 253 {3} HGB is based on the useful life of the individu-

al items under applicable straight-line method.

Inventory is accountad for under the lower of cost or market concept. The underlying
quaniity structure is retroactively calculated from the post batance sheet purchases;

the result is reconciled with quantity per books.

Receivables are accounted for under a lower of nominal values or free of future loss

concept which is achieved by devaluations for bad debt risks.
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Expected post balance sheet date outflows of economic resources of the company
which are caused by past circumstances are accounted for as reserves conditional

upon circumstances providing reasonable means of estimation.

Payables are accounted for at redemption amounts.

Foreign currency translation methods

Liabilities in foreign currencies are recognized at their buying rates on the day of ac-
quisition. Accounts receivables in foreign currencies are recognized at their offered
rates on the day they incurred. [tems denominated in a foreign currency are meas-

ured at the mean rate of exchange on the balance sheet date.

Balance sheet details

Accounts receivables trade

Accounts receivables are basically accounted for in accordance with written custom-

ers’ confirmations.
All receivables are due within one year.
Liabilities

All liabilities are due within cne year.
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Reserves

Reserves contain audit costs, outstanding invoices and for commission.

Other financial obligations

At March 31, 2019 the company has other financial abligations in the amount of 8k.

Other disclosures

Number of employees

During the fiscal year the company had two employes.

Disclosures on the Board of Directors
Since May 2014 Mr. Robert Herrity was the sole Managing Director of the company.
Disclosures on the parental company and consolidated statements

The company is included in the consolidated statements of the shareholding HBL

Power Systems Lid., headquartered in Hyderabad, India.
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Proposal for the appropriation of the annual resuit

The Managing Director of the company proposes to carry forward the profit of fiscal
year 2017/18 into the new fiscal year 2018/19.

Zwickau, Aprii 30, 2019

Rabert Herritty
Managing Director
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Audit Opinion
Independent Auditor’s Report
Audit opinions

We have audited the annual financial statements of HBL Germany GmbH, Zwickau, comaprising the
balance sheet as at March 31, 2019 and the income statement for the fiscal year from April 1, 2018
to March 31, 2019, and the notes to the financial statemants, together with a description of the
accourding policies used. Based on the findings of our audit, the accompanying annual financial
statements comply in all material respects with the requirements of German commercial law
applicable to corporations and give a true and fair view of tha net assets and financial position of the
Company as of March 31, 2019 and of its results of operations for the fiscal year from Aprit 1, 2018
to March 31, 2019 in accordance with German principles of proper accounting and German
commerciat law.

In accordance with § 322 (3) sentence 1 HGB, we declare that our audit has not ied to any
objections to the correctness of the annua! financial statements and the management report.

Basis for the audit opinions

We conducted our audit of the annual financial statements in accordance with §317 HGB and
German generally accepted standards for the audit of financial statements promulgated by the
Institut der Wirtschaftsprifer (IDW). Qur responsibifity in accordance with these regulations and
principles is further described in the section "Responsibility of the auditor for the audit of the annual
financial statements" of our audit epinion. We are independent of the company in accordance with
German commercial law and professional regulations and have fulfiled our other German
professional obligations in accordance with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to pravide a basis for our audit opinions on the annual
financial statements.

Responsibility of the legal representatives for the annual financial statements and the management
report

The legal representatives are responsibie for the preparation and fair presentation of the annual
financiat statements in accordance with German principles of proper accounting and in all material
respecis comply with the requirements of German commercial law applicable to corporations, and
for the presentation of a true and fair view of the net assets, financial position and results of
operations of the Company in accordance with German principles of proper accounting. In addition,
the legal representatives are responsible for the internal conlrols that they have determined 10 be
necessary in accordance with German generally accepied accounting principles fo enable the

preparation of annual financial statements that are free from material misstatement, whather due to

S A R
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fraud or error.

in preparing the annual financial statements, the legal representatives are responsible for assessing
the Company's ability to continue as a going concern. They also have a responsibility to report
matters relating to the continuing operation of the entity, if relevant. In addition, they are responsible
for accounting for the continuation of operations on the basis of the accounting principle, unless
there are factual or legal grounds to the contrary.

Responsibility of the auditor for the audit of the annual financial statements

Our objective is to obtain reasonable assurance whether the annual financial statements as a whole
are free from material misstatement, whether intentional or unintenlional, and to express an opinion
that includes our audit opinion on the annuai financiat statements.

Sufficient assurance is a high level of assurance, but not a guaraniee, that an audit conducted in

accordance with § 317 HGB and German generally accepted standards for the audit of financial

statements promulgated by the Institut der Wirtschaftspriffer (IDW) will always reveal a2 material

misstatement. Misstatements can result from violations or inaccuracies and are regarded as

material if it could reasonably be expected that they would individually or collectively influence the

economic decisions of users made on the basis of these annuai financial statements.

During the audit, we exercise our best judgment and maintain a critical attitude. In addition

* weidenlify and evaluate the risks of material misstatement, whether intentionat or not, of the

annuat financial statements, plan and perform audit procedures in response to those risks,
and obtain audit evidence sufficient and appropriate to provide a basis for our audit opinions.
The risk that material misstatements will not be detected is greater in the case of violations
than in the case of inaccuracies, as viclatons may involve fraudulent interaction,
fafsification, intentional incompleteness, misrepresentaticn or the termination of interna
control.

* we understand the internal control system relevant to the audit of the financial statements
and the procedures and measures relevant to plan audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
those systemns.

= we evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management as well as the reasonableness of accounting
estimates made and related disclosures made.

» we draw conclusions about the appropriateness of the accounting principies applied by the
legal representatives for the continuation of the company's activities and, on the hasis of the
audit evidence obtained, whether there is any material uncertainty in connection with events
or circumstances that could cast significant doubt on the company's ability o continue as a
going concern. [fwe conclude that there is a material uncertainty, we are required to exprass
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an opinien on the refated statements in the financial statements ar, if the information is
inappropriate, to modify our respective audit opinion. We draw our conciusions on the basis
of the audit evidence obtained up to the date of cur audit opinion. However, future evenis or
circumstances could cause the Company to cease operating.

*+ we express an opinion on the overall presentation, the structure and the content of the
annual financial statements, inciuding the disclosures, as welt as on whether the annual
financial statements present the underlying transactions and events in such a way that the
annual financial statements give a true and fair view of the net assets, financial position and

results of operations of the Company in accordance with German principles of proper
accounting.

Among ather things, we discuss with those responsible for monitoring the planned scope and timing
of the audit and significant findings of the audit, including any deficiencies in the internal controt
system that we identify during cur audit,




Appendix 4
Page 4

In our opinion, based on the findings of our audit, the annual financial statements comply with the
legal requirements {and supplementary provisions of the Shareholders’ Agreement} and give a true
and fair view of the net assets, financiai position and resuits of operations of the Company in
accordance with the principles of proper accounting.

Without qualifying our opinion, we hereby draw attention to the fact that the financial statement was
prepared under going concern assumption (Art. 252 (1) No. 2 HGB) despite negative equity.

Munich, May 27, 2019

Schneider + Partner GmbH
Wirtschaftsprifungsgesellschaft
Steuerberatungsgesellschaft

Kidus Schneider Christian Seepérg
“Wirtschaftsprifer Wirtschaftspfiifer

[Certified Public Accountant] [Certified F*'/lelio Accountant]




[Transiators notes are in square brackets]

1. Beaps of application

{1y These engagement terms apply lo contrasts between German Public
Auditors  (Wirfschaftsprifer)  or German Public Audit  Firms
{Wirlschaftspritfungsgesellschaften) - hereinafter collectively raferred to as
“German Public Audilors” - and their engaging parties for assurance
services, lax advisory services, advice on business mallers and other
engagements excepl as otherwise agreed in writing or prescribed by a
mandatory rule,

{2) Third parties may derive claims from contracts between German Public
Auditors and engaging parties only when this is expressly agreed or results
from mandatory rules prescribed by law. In relation to such ciaims, these
engagement terms also apply to these third parlies,

2. Beape and g

wition of the engagsment

(1) Object of the engagement is the agreed service -~ not a paricular
economic resutt. The engagement will be performed in accordance with the
German Prnciples of Proper Professional Conduct (Grundsétze ord-
nungsmaiiger Berufsaustbungy, The German Public Auditor does not
assume any management funclions in conneclion with his services. The
German Public Auditor Is not responsible for the use or implementation of
the resuits of his services. The German Public Auditor Is entitied to make
use of competent persons to conduct the engagement.

(2) Except for assurance engagements (befriehswirischafiliche Prifungen),
the consideralion of foreign law requires an express written agreement,

(3) If circumstances or the fegal situation change subsequent to the release
of the final professional statement, the German Public Auditor is not obli-
galed to refer the engaging panty o changes or any consequences result-
ing therefrom,

s of the angaging pary 1o cooparats
{1} The engaging party shall ensure that all documents and further infor-
mation necessary for the perdformance of the engagement are provided to
the German Public Auditor on a timely basis, and that he is informed of all
events and circumstances that may be of significance to the pedormance
of the engagement. This also applies to those documents and further
information, events and circumstances that first become known during the
German Public Auditor's work. The engaging party will also designate
sultable persons to provide information,

{2) Upon the request of the German Public Auditor, the engaging party
shall confirm the completeness of the documents and further information
pravided as well as the explanations and statements, in a wrilten slatement
drafled by the German Pubtic Auditor.

uring ing

11} The engaging party shall s vihing thal endangers the
ndependence of the German Public Auditor's staff. This applies throughout
the term of the engagement, and in particular 1o offers of employment or to
assume an executive or non-executive role, and to offers to accep! en-
gagements on their own behaif,

3T

{2) Were the performance of the engagement to impair the independence
of the German Public Auditor, of related firms, firms within his network, or
such firms associated with him, to which the independence requirements
apply in the same way as lo the German Public Auditor in other angage-
ment relationships. the German Public Auditor is entitled 1o terminate the
engagament for good cause

vl Grgl indorme

To the extent that the German Pubiic Auditor is required to present results
nwoling as part of the work in execuling the engagement, only that written

WOtk is authoritalive. Orafts are non-binding. Except as otherwise agread.
oral statements and expianations by the German Public Auditor are binding
onty when they are confirmad in writing. Statements and isformation of the
Garman Pubkic Auditor putside of the engagement are always non-binding

5 Bistribution of & Serman Public Aeditor

{t) The distribution to a third party of profassional statements of the Ger-
man Public Auditor (results of work or extracts of the results of work wheth-
er in draft or in a final version) or information ahout the German Pubtic
Auditor acting for the engaging parly requires the German Public Auditor's
written consent, untess the engaging pary is obligated to distribute or
inform due to law or a regulatory requirement.

(2) The use by the engaging parly for promotional purposes of the German
Public Auditor's professional statements and of information about the
German Public Auditor acting for the engaging party is prohibited,

{1} In case there are any deficiencies, the engaging parly is entitled to
specific subsequent performance by the German Public Auditor. The
engaging party may reduce the fees or cancel the contract for failure of
such subsequent performance. for subseguent non-performance or unjusti-
fied refusal to perform subsequently, or for unconsclonability or impossibil-
ity of subsequent performance. if the engagement was not commissioned
by a consumer, the engaging pardy may only cance! the contract due to a
deficiency if the service rendered is not relevant to him due to failure of
subsequent perdormance, to subsequent non-performance, 1o unceonscion-
abitity or impossibility of subsequent performance. No. 9 applies to the
extent that further claims for damages exist.

{2) The engading parly must assert a claim for the reclification of deficien-
cies in writing (Textform) [Transfators Note: The German term “Textform”
means in written form. bul without requinng a signafure] without delay.
Claims pursuant to paragraph 1 not atising from an intenttonal act expire
after one year subsequent to the commencement of the time limit under the
statute of fimitations.

{3} Apparent deficiencies, such as clerical errors, anthmelical grors and
deficiencies associated with technicalities contained in a German Public
Auditor's professional statement {long-form reports, experl opinions etc.)
may be corrected ~ also versus third parties - by the German Public
Auditor at any time. Misstatements which may c¢all inle question the results
contained in a German Public Auditor's professional statement entitie the
German Public Auditor to withdraw such statement — also versus third
parties. In such cases the German Public Auditor should first hear the
engaging party, if praclicable.

5. Confidentiality towards ihird pariiss, and data protection

{1} Pursuant to the law {§ [Article] 323 Abs 1 {paragraph 1} HGB [German
Commercial Code: Handelsgesetzbuch], § 43 WPO [German Law reguiat-
ing the Profession of Winschaftsprifer: Wirtschalispriferordnung). § 203
S1GB [German Criminal Code: Strafgeselzbuch]} the German Public
Audilor is obligated to maintain confidentiality regarding facts and circum-
stances confided to him or of which he becomes aware in the course of his
nrofessional work, unless the engaging party releases him from this confi-
! Ly obilg

{2) When processing personal dala, the German Public Auditor will observe
naticnal and European legal provisions on data protection.

3.4

{1) For legally required services by German Public Auditors, in particular
audids, the respective legal imitations of liability, in particutar the lmitation
of fiabifity pursuant to § 323 Abs. 2 HGE, apply

{2) Insofar neither a statutory himddation of liability is apphcable. nor an
individual contractual limitation of kability exists, the liability of the German
Public Auditor for claims for damages of any other kind, except for dam-
ages resuiting from injury to life, bady or health as weil a5 for damages that
consiiute 2 duly of replacement by a producer pursuant to § 1 ProdHafto
[German Product Liability Act Produkthaflungsgeselz]. for an individual
case of damages causad by negligence is limited 0 € 4 milon pursuamt to
§ B4 akbs 1N 2WPO.

{3} The German Public Auditor is enlitled to inwvoke demurs and defenses
basad on the contractual ralationship with the engaging party aiso lowards
third parties.




{4) When multiple claimants assert a claim for damages arising from an
existing contractual relationship with the German Public Auditor due to the
German Public Auditor's negligent breach of duty. the maximum amaunt
stipliated in paragraph 2 applies to the respective claims of all claimants
coflectively.

{5} An individud case of damages within the meaning of paragraph 2 also
exisls in retation to a uniform damage arising from a number of breaches of
duty. The individua! case of damages encompasses all consequences from
a breach of duty regardiess of whether the damages cccurred in one year
or in a number of successive years, [n this case, multiple acts or omissions
tased on the same source of error or on a source of error of an equivalent
nature are deemed lo be a single breach of duty if the matters in guestion
are legally or economically connected to one ancther. In this evenl the
ctaim against the German Public Auditor is limited to € § milion. The
limitation to the fivefold of the minimum amount insured does not apply to
compulsory audits reguired by jaw.

{8) A claim for damages expires if a suit is not filed within six months
subsequent to the wrillen refusal of acceptance of the indemnity and the
engaging party has been informed of this consequence This does not
apply to claims for damages resulting from scienter, a cutpable injury lo iife,
hody or health as well as for damages that constitute a ltability for replace-
ment by a producer pursuant to § 1 ProdHaftG. The right to invoke a plea
of the sialute of limitations remains unaffected.

1) if the engaging party subsequently amends the financial statements or
management report audited by a German Public Auditor and accompanmed
by an auditor's report. he may ne longer use this auditor's report,

If the German Public Auditor has not issued an auditer's report, a reference
o the audit conducted by the German Public Auditer in the management
report or any other public reference is parmitted only with the German
Public Auditor's written consent and with & wording authorized by him

{2} If the German Public Auditor revokes the auditor's repor, it may no
tonger be used. f the engaging parly has already made use of the auditor's
report, then upon the request of the German Public Auditor he must give
notification of the revocation,

(3) The engaging party has a right fo five official copies of the report
Additicnal official copies will be charged separately

168 i fax maly

Supplamentary provisions for sssls

{1) When advising on an individual tax issue as well as when prowding
cngoing tax advice, the German Public Audilor is entitled to use as a
correct and complete basis the facts provided by the engaging party -
especially numerical disciosures; this aiso applies to bookkeeping en-
gagements. Nevertheless, he is obligated to indicate to the engaging party
any errors he has identified

{2} The tax advisory engagement does not encompass procedures required
to observe deadlines, uniess the German Public Auditcr has explicitly
accepted a corresponding engagement. In this case the engaging party
must provide the German Public Auditor with all documents required to
observe deadlines — in paricular tax assessments - on such a limely basis
that the German Public Auditor has an appropriate lead time.

{3) Except as agreed otherwise in writing, ongeoing lax advice encompasses
the following work during the contract period:

a) preparation of annual tax returns for income tax, corporate tax and
business tax, as well as wealth lax returns, namely on the basis of the
annuat financial statements. and on other schedulss and evidence
donumants ragurs i t D D 3y st 3

party

Iy) examination of lax assessments in relation to the taxes refered 10 in
(a}

¢} negotiations with tax authorities in connection with the returns and
assessments mentioned in (a) and (b}

¢} support in tax audits and evaluation of the results of tax audits with
respect to the taxes referred to in (&)

e} participation in petition or protest and appeal procedures with raspect
o the taxes mentioned in {2}

In the aforementionad tasks the German Public Auditor takes into account
material published legat decisions and administrative intemrelations

(4} If the German Public audilor receivas a fixed fee for ongoing tax advice,
the work mentionad under paragraph 3 (<) and {2} is o be H
saparately. except as agraed othermse in writing

{5) Insofar the German Public Auditor s also a German Tax Advisor and
the German Tax Advice Remuneration Regulation {Steverteratungsvargi-
lungsverordnung) is to be applied to caloutate the remuneration, a greater
or lesser remuneration than the legal default remunaration can be agreed
in writing { Textformn

A S ey

{6) Wark relating 1o special individeal tssues for income tax, corporate lax,
business tax. valuation assessmants for properly units. wealth tax, as well
as all issues in relation to sales tax, payroll tax, other taxes and dues
requires a separate engagement. This also applies 1o

a) work on non-recurdng tax matters, e.g. in the fiekd of estate tax. capital
transactions lax, and reat estate sales tax;

b) support and representation in proceedings before tax and administra-
tive courts and in cAminat tax matters.

¢} advisory work and work related to expert opinions in connection with
changes in legal form and other re-organizations. capital increases
and reductions. insolvency relaled business recrgamzations, admis-
sion and retirament of owners, sale of a business, liquidations and the
like, and

d} support in complying with disciosure and documeniation obligations.

{7) To the extent that the preparation of the annual sales tax return is
undertaken as additional work, this includes neither the review of any
special accounting prerequisiles nor the issug as to whether all potential
sales tax allowances have been identified. Mo guarantee is given for the
compiete compilation of documents to claim the input tax credit.

stvonic communcation

Communication between the German Public Auditor and the engaging
party may be via e-mail. in the event that the engaging party does not wish
to communicate via e-mail or sets special security requirements, such as
the encryption of e-mails, the engaging parly will inform the German Public
Auditor in wting { TexHform} accordingly.

1 SERthtsT e

{1} In addition te his claims for fees, the German Public Auditor is entitled to
claim reimbursement of his expenses; sales tax will be bilfed additionally.
He may claim appropriate advances on remuneération and reimblrsement
of expanses and may make the delivery of his services dependent upon tha
complete satisfaction of his claims. Mdltiple engaging parties are jointly and
severally iiable.

{2) If the engaging party is not a consumer, then a set-off against the
German Public Auditor's claims for remuneralion and reimbursement of
expenses is admissible only for undisputed claims or clams delermined to
be legally binding.

The German Public Auditor is not prepared fo participate in dispute setile-
ment procedures before a consumer arbitration board (Verbraucherschiich-
tungsstelle) within the meaning of § 2 of the German Act on Consumer
Dispute Setlements (Verbraucherstreitheifequngsgeselz).

B oy
LD

The contract, the performance of the services and all claims resulling
therefrom are exclusively governed by German law,
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