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REPORT OF THE DIRECTORS FOR YEAR ENDED 31 DECEMBER, 2004

INTRODUCTION

The Directors submit their report and audited financial statements for the year ended
31 December, 2004,

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

The Companies Ordinance, CAP 212 requires the Directors to prepare financial
statements for each financial year, which give a true and fair view of the state of affairs
of the Company as at the end of the financial. year and its operating results for that
year. It also requires the Directors to ensure the Company keeps proper accounting
records, which disclose with reasonable accuracy at any time the financial position of
the Company. They are also responsible for safeguarding the assets of the Company.

The Directors accept responsibility for the annual financial statements, which have
been prepared using appropriate accounting policies supported by reasonable and
prudent judgements and estimates, in conformity with International Accounting
Standards and in the manner required by the Companies Ordinance CAP 212. The
Directors are of the opinion that the financial statements give a true and fair view of the
state of the financial affairs of the Company and of its operating results. The Directors
further accept responsibility for the maintenance of accounting records that may be
relied upon in the preparation of financial statements, as well as adequate systems of
internal financial control. The Directors are responsible for safeguarding the assets of
the Company and hence for taking reasonable steps for the prevention and detection
of fraud, error and other irregularities. :

Nothing has come to the attention of the Directors to indicate that the Company will not
remain a going concern for at least the next twelve months from the date of this
statement.

PRINCIPAL ACTIVITIES

The principal activities of the Company continue to be production and sale of industry
gases, welding equipment and related accessories.

PROPERTY, PLANT AND EQUIPMENT

Movements in the property, plant and equipment during the year are shown in note 2
on page 24. In the opinion of the Directors, the market value of these assets is in
excess of the net carrying value of TZS 4.1 billion.

GOING CONCERN/FINANCIAL POSITION

During the year under review the Government settled the whole debt of East African
Development Bank and PTA loan as part of the completion of negotiations to dispose
a majority interest in the Company to a strategic investor. Also a debt of TZS.
915,854,499 payable to the Government in respect of various taxes was cancelled on
10" November, 2005.
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On 28" January, 2005. SAAMI Holdings (of Tanzania) together with Swedfund (of
Sweden) won the tender for the acquisition of majority interest in the Company.

RESULTS

The results for the year are set out on page 8. The Company made a profit of TZS
3,738,606,000 in current year as compared to a loss of Tzs. 786,186,000 incurred in
the previous year.

DIVIDENDS

The Directors do not recommend the payment of a dividend in respect of the year
ended 31 December, 2004 due to accumulated trading losses incurred in previous
years. ’

RESERVES

The reserves of the Company are set out on page 10.

SHAREHOLDINGS AS AT 31°" DECEMBER, 2004

Number of %
Shares
Treasury Registrar 22,761,811 71.16
Joseph Antony Gonsalves 1,020,185 3.19
National Bureau De Change Limited 1,000,000 3.13
Social Action Trust Fund 954,834 2.99
Parastatal Pension Fund 500,000 1.56
Others 5,748,760 17.97
Total 31,985,590 100.00

10.0 DIRECTORS

10.1 The names of Directors who served the Company up to g April, 2005
are as follows:

Name Nationality Position
1. Mr. H. K. Senkoro Tanzanian Acting Chairman
2. Mrs. E. Mlaki Tanzanian Member
3. Hon. S. J. Mbatia (MP) Tanzanian Member
4. Mr. P.L. Machunde Tanzanian Member
5. Mr. A G. A Masambu Tanzanian Member
6. Ms.N. S. Inyangete : Tanzanian Member
7. Mr. K Jagannathan Indian Member
8.  Mr. N. Nsemwa Tanzanian Member
9. Dr. S. Mworia Tanzanian Member
10. Mr. H. N. Pemhiwa Zimbabwean Member
11. Mr. S. K. Juma Tanzanian Member
12. Mr. V. Rweyemamu Tanzanian Member

13. Mr. N. L. Mapogha Tanzanian Member
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10.2 Names of Directors with effect from 8" April, 2005 to date are as follows:

Name Nationality Position

1. Mr. E. Massawe Tanzanian Chairman

2. Mr. A B.S. Kilewo Tanzanian Managing Director
3. Mr. O. Arefalk Swedish Director

4. Mr. G. Mwamukonda Tanzanian Director

5.  Mr. S. Karim Tanzanian Director

6. Mr. V. Rweyemamu Tanzanian Director

7.  Mrs. A. Bukuku Tanzanian Director

11.0 DIRECTORS INTERESTS

The Directors’ interests in the share capital of the Company as at 31 December, 2004
were as follows”-

Name Number  Nominal value
Tzs ‘000’
Mrs. E. Mlaki 250 25
Hon. S. J. Mbatia (MP) 1,000 100
Mr. A. G. A. Masambu 1,250 125
Ms. N. S. Inyangete 2,000 200
Dr. S. Mworia 107,500 10,750

12.0 EFFORTS TO SECURE NATIONAL BENEFITS AND SEEK NATIONAL GOALS

The above objective will be achieved by:-

Maintaining production using local materials where possible.

Ensuring in-house supervision of employees

Looking for potential export markets in neighbouring countries where it is
economically feasible.

13.0 EMPLOYEES WELFARE

Industrial Safety

The Company continued to comply with the standards of industrial safety
established by both the Factory Ordinance and the Tanzania Bureau of
Standards.

Management/Employees Relationship
The relationship between management and employees continued to be cordial.

There were no unsolved complaints received by management from the
employees. Tanzania Union of Industrial and Commercial Organization (TUICO)
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representative, has the responsibility of identifying and reporting employees'
grievances to management.

Training Facilities

Training programme is drawn up every year to cater for all levels of staff.
Training is mainly conducted through local training institutions and practical
experience. Overseas training is pursued only for a number of cases where
training facilities are not available.

Medical Facilities

The Company pays all the medical expenses of each employee and his/her
immediate family members through selected hospitals.

Financial Help

This is available to all employees depending on the assessments by the
management as to the employee’s need and the ability of the Company as
prescribed by the Company’s Staff Regulations.

Employees Motivation

The Company provides canteen service to all employees. A canteen committee
includes representatives from the shop floor to ensure that the employees’
views on the quality and quantity of the food supplied by the caterers are
considered.

14. AUDITORS

Ernst & Young resigned due to the fact that one of their partners, Mr. Ernest Massawe
is @ member of SAAMI Holdings which joined Swedfund to acquire majority interest in
TOL Limited, and has been elected Chairman of TOL Limited Board effective from g™
April, 2005. TAC Associates were appointed auditors for 2004 accounts and they have
expressed willingness to continue providing the service.

BY ORDER OF THE BOARD
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REPORT OF THE AUDITORS

We have audited the accompanying balance sheet of TOL Limited for the year ended 31%
December, 2004 and the related profit and loss account, the statement of changes in equity
and cash flows for the year then ended. We received all the information and explanations
which we considered necessary for audit purposes.

RESPECTIVE REPONSIBILITIES OF BOARD OF DIRECTORS AND AUDITORS

The Directors are responsible for the preparation of financial statements which give a true and
fair view of the Company’s state of affairs and of the operating results. Our responsibility is to
express an independent opinion based on our audit of the financial statements and report our

opinion.

BASIS OF OPINION

We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement. An audit includes
examination, on test basis, of evidence assessing the accounting principles used and
judgements made by management in the preparation of the financial statements as well as
evaluating the overall financial statements presentation. We believe that our audit provides a
reasonable basis of our opinion.

We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free from material misstatement. In
forming our opinion, we also evaluated the overall adequacy of the presentation of the
information in the financial statements.

OPINION

In our opinion the financial statements give a true and fair view of the state of affairs of TOL
Limited as at 31* December, 2004, the results of its operations, the statement of changes in
equity and the cash flows for the year then ended, in accordance with the International
Financial Reporting Standards (IFRS), Public Finance Act, 2004, Public Procurement Act,
2004 and the Companies Ordinance CAP 212.
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EMPHASIS OF MATTER
Without qualifying our opinion above, we draw attention to the following matter:-
Under-valued Buildings

The Company'’s first revaluation of its assets was made in 1995, but the results had not been
included in the financial statements despite the fact that the value of Tanzania Shilling has
maintained a depreciating trend. As a result, the carrying value of most of landed properties
are very low compared to the current realizable arid or replacement values. As at 31
December, 2004 carrying values of all Company landed properties were reported in the
financial statements at Tzs. 257,858,748. We are of the view that the stated carrying amount
could not be fair value in the absence of the most recent valuation by a competent valuer.

TAC ASSOCIATES (Certified Public Accountants)

ORIGIN AL SIENED vy .

5. F. SAYORE

S. F. SAYORE - FCCA
MANAGING PARTNER

DAR ES SALAAM
7™ FEBRUARY, 2006
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BALANCE SHEET AS AT 31°" DECEMBER, 2004

ASSETS
Non Current Assets
Property, Plant and Equipment

Current Assets
Inventories

Receivables

Income Tax Recoverable
Cash and Bank Balances

TOTAL ASSETS

EQUITY AND LIABILITIES
Shareholders’ Equity
Share Capital

Share Premium
Accumulated Profit/(Loss)

Non Current Liabilities
Cylinder Deposits
Current Liabilities

Current Portion of Bank Borrowings
Payables

TOTAL EQUITY AND LIABILITIES

The Notes on pages 11 to 30 form part of the financial statements. Auditors

Report is on page 5.

NOTE
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31.12.2004 31.12 2003

(As Restated)

TZS. TZS.

‘000’ ‘000
4,165,039 4,334,017
292,133 199,282
743,282 561,687
61,087 60,776
272,621 429,495
1,369,123 1,251,240
5,534,162 5,585,257
3,198,559 3,198,559
3,305,885 3,305,885
(2,796,788) (6,535,394)
3,707,656 (30,950)
565,408 541,170
0 2,476,318
1,261,098 2,698,719
1,261,098 5,075,037
5,534,162 5,585,257
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED
31°" DECEMBER, 2004

2004 2003
(As Restated)

NOTE TZS. TZS.

000’ ‘000’
Revenue 3,203,718 2,919,818
Cost of Sales 10 (2,397,209) (2,176,154)
Gross Profit -806,509 743,664
Other Income 11 8,266 86,532
Government Subvention 12 4,311,018 0
5125793 830196
Operating Expenditure 13 (843,631) (866,165)
Operating Profit/(Loss) 4,282,162 T (35,969)
Finance Costs 14 (543,556) (750,217)
Profit/(Loss) Before Taxation 3,738,606 (786,186)
Taxation 0 0
Net Profit/(Loss) for the Year 3,738,606 (786,186)

Accumulated Profit/(Loss) Brought

Forward (6,535,394) (5,749,208)
Accumulated Profit/(Loss) Carried e —
Forward (2,796,788) (8,535,394)
Profit/(Loss) per Share - 116.884 - (24579)

The Notes on pages 11 to 30 form part of the financial statements. Auditors
Report is on page 5.

S / hz, 3. 200 f DIRECTOR
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31°" DECEMBER, 2004

2004 2003
(As Restated)
Cash Flows From/(Used in) Operating Activities TZS. TZS.
000’ ‘000’
Profit/(Loss) for the Year Before Taxation 3,738,606 (786,186)
Adjustments for:
Depreciation 335,151 312,354
(Profit)/Loss on Sale of Property, Plant and Equipment 0 (20,024)
Operating Profit/(Loss) Before Changes in Working
Capital Items N 4,073,757 (493,856)
Changes in Working Capital Items B
(Increase)/Decrease in Inventories (92,851) (12,288)
(Increase)/Decrease in Receivables (181,595) 41,943
Increase/(Decrease) in Payables (3,813,939) 1,352,839
_(4,088,385) 1,382,494
(14,628) 888,638
Tax Adjustment (311) (675,279)
Net Cash Flows From/(Used in) Operating Activities
(A) (14,939) 213,359

Cash Flows From/(Used in) Investing Activities

Purchase of Property, Plant and Equipment (166,173) (349,094)
Proceeds From Sale of Property, Plant and Equipment 0 20,024
Net Cash Flows From/(Used in) Investing Activities

(B) (166,173) (239,070)
Cash Flows From/(Used in) Financing Activities

Cylinder Deposits Received [ 24,238] | 32,901 ]
Net Cash Flows From/(Used in) Financing Activities

() 24,238 32,901
Net Increase/(Decrease) in Cash and Cash

Equivalents . (A+B+C) (156,874) 82,810
Cash and Cash Equivalents at 1% January 429,495 51,305
Cash and Cash Equivalents at the end of the Year 272,621 429,495

The Notes on pages 11 to 30 form part of the financial statements. Auditors Report is
on page 5.

---------------------------
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31.12.2005 31.12.2004

TZS. '000' TZS. '000'
Rovenue 3,369,008 3,203,718
Cost of Sales (2,594,817) (2,397,209)
Gross Profit 774,191 806,509
Other Income 41,000 8,266
Government Subvention - 4,311,018

815,191 5,125,793

|Operating Expenditure (1,113,452) (843,631)
Operating Profit/(Loss) (298,261) 4,282,162
Finance Costs 42,022 (543,556)
Profit/(Loss) Before Taxation (340,283) 3,738,606
Taxation = =
Net Profit/(Loss) for the Year (340,283) 3,738,606
Accumulated Profit/(Loss)Brought
Forward (2,796,788) (6,535,394)
Accumulated Profit/(Loss) Carried
Forward (3,137,071) (2,796,788)
Profit/(Loss) per Share (11) 117
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED

At 1% January 2002 (As
Restated)

Issue of Shares
Profit/(Loss) for the Year
At 31st December, 2002
(As Restated)

At 1% January, 2003
Profit/(Loss) for the Year
At 31% December, 2003
(As Restated)

At 1st January, 2004
Profit/(Loss) for the Year
At 31* December, 2004

31°" DECEMBER, 2004

SHARE SHARE  ACCUMULA- TOTAL
CAPITAL PREMIUM  TED PROFIT/  EQUITY
(LOSSES)
TZS. TZS. TZ8. TZ8.
000’ 000" 000’ 000’
1384363 2280330 (44538390 (789,137
1,814,196 1,025,546 0 2,839,742
0 0 (1.295369) (1,295 369)
3,198,559 3,305,885  (5,749,208) 755,236
3,198,569 3305885  (5749.208) 755,236
0 0 (786,186) (786,186
e R i o I il |
3,198,559 3,305,885 (6,535,394 (30,950
3,198,559 3,305.885 ~ (6,535.394) (30,950)
0 0 3,738,606 3,738,606
3,198,559 3,305,885 ~ (2,796,788) 3,707,656

The Notes on pages 11 to 30 form part of the financial statements. Auditors Report is on

page 5.

CHAIRMAN

DATE: /.7 3! 20 06




TOL LIMITED
NOTES ON THE ACCOUNTS

NOTE 1: PRINCIPAL ACCOUNTING POLICIES

1.1  Basis of Accounting

These financial statements are first published financial statements of TOL
Limited prepared in accordance with International Financial Reporting
Standards (IFRS). The financial statements have been prepared under
the historical cost convention as modified by the revaluation of certain
property, plant and equipment. No adjustments have been made for
inflationary factors affecting the accounts.

The preparation of financial statements in conformity with IFRS requires
the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying the
Company’s accounting policies. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements are separately disclosed in a note.

1.2 Adoption of International Financial Reporting Standards

For the purpose of preparing financial statements for the year ended on
31% December, 2004, the Company adopted 1ASs (as revised in March
2004) shown below which are relevant to its operations. The financial
statements for the year ended 31% December, 2003 have been amended
accordingly in order to comply with the requirements of the following
standards:

IFRS 1 First = time Adoption of International Financial Reporting

Standards.
IAS 1 Presentation of Financial Statements
IAS 2 Inventories

IAS 7 Cash Flow Statements
L IAS 8 Accounting Policies, Changes in Accounting Estimates and
) Errors
IAS 10 Events after the Balance Sheet Date
IAS 12 Income Taxes
IAS 16  Property, Plant and Equipment
IAS 18  Revenue
IAS 19 Employees Benefits
IAS 20 Accounting for Government Grants and Disclosure of
Government Assistance
IAS 21 The Effect of Changes in Foreign Exchange Rates
IAS 23 Borrowing Costs
IAS 36 Impairment of Assets
IAS 37 Provisions, Contingent Liabilities and Contingent Assets

The results of adoption of the above IASs are disclosed in the financial
statements under NOTE 1(A) ~1(F).
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Property, Plant and Equipment

Property, plant and equipment are stated at historical cost less subsequent
accumulated depreciation and any accumulated impairment losses,
Historical cost includes expenditure that is directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or are
recognized as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. Al other
repairs and maintenance are charged to the Income Statement during the
financial period in which they are incurred.

Depreciation

Land is not depreciated. Depreciation on other assets is calculated using
the straight-line method to write off the cost of each asset value over its
estimated useful life at a given rate per annum as detailed below: -

Asset Description Rate p.a.

Buildings 2%
Plant and Machinery 5-10%
Cylinders 4%
Motor Vehicles 20 & 25%
Equipment and Fittings 10 & 20%

Depreciation is charged on assets from the date when they are ready for
use and stop on the date when the asset is derecognised by the Company.

Assets that are subject to depreciation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable.

Gain and losses on disposal are determined by comparing the disposal
proceeds with the carrying amount and are credited/charged to income and
expenditure account.

Expenditures on tools and other minor assets are written off during the year
of acquisition. However, they are recorded in memoranda registers.

Asset’s Carrying Amount and Residual Value

Asset's carrying amount is written down immediately to its recoverable
amount when there is strong evidence that carrying amount is greater than
its estimated recoverable amount. Likewise, the assets’ residual values and
useful lives are reviewed only when the conditions to warrant the review
exist at the balance sheet date.
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Inventories

Inventories are valued at the lower of cost and estimated net realizable
value. In general cost is determined on a weighted average cost basis,

Impairment of Inventories

When there is objective evidence that the value of inventories is impaired
either through damage and/or obsolescence, provision is made at 100%
of the value of specific inventory item(s) through Profit and Loss Account.

Provision for Impairment of Receivables

Receivables are recognized initially at fair value and subsequently
measured at value less provision for bad and doubtful debts, Specific
provision is made in the financial statements against receijvables
considered to be doubtful of recovery.

Foreign Currency Translations
(i) Functional and Presentation Currency

The financial statements are presented in Tanzania Shillings, which
is the Company’s functional and presentation currency.

(i)  Transactions and Balances

Foreign currency transactions are translated into Tanzanian
shillings at the rates of exchange ruling at the dates of the
transactions. Monetary assets and liabilities at the year end
expressed in foreign currencies are translated into Tanzanian
shillings at the rates of exchange ruling at the end of the financial
year. The resultant gains/losses on exchange rate translations are
dealt with in the Profit and Loss Account.

Cash and Cash Equivalents

Cash and cash equivalents are carried in the balance sheet at face value.
For the purpose of Cash FElow Statement, cash and cash equivalents
comprise cash in hand, deposits held on call and fixed deposits.

Revenue Recognition







