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TOL GASES LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2011

INTRODUCTION

The Directors present their report and the audited financial statements for the financial year
ended 31 December 2011 which disclose the state of affairs of TOL Gases Limited. The financial
statements for the year ended 31 December 2011 were authorised for issue in accordance with a
resolution of the directors on 25 July 2012.

INCORPORATION

TOL Gases Limited is incorporated in Tanzania under Tanzanian Companies Act, 2002 as a public
company limited by shares.

COMPANY'S VISION

To be the pride of Tanzania in Eastern, Central and Southern African markets for gases,
complementing accessories and services.

COMPANY'S MISSION

To be the leading, safest and reliable supplier of high quality gases, complementing accessories
and services in Eastern, Central and Southern Africa.

PRINCIPAL ACTIVITIES

The principal activity of the company is production and distribution of industrial gases, medical
gases and related accessories.

COMPOSITION OF THE BOARD OF DIRECTORS

The Directors of the Company at the date of this report and who have served since 01 January
2011, unless otherwise stated, are listed below:

Name Position Age (years) Natlonality
Eng. Harold Temu Chairperson 62 Tanzanian
Mr. Michael Shirima Director 69 Tanzanian
Mr. Godfrey Urasa Director 70 Tanzanian
Mr. Simon Mponji Director 68 Tanzanian
Mr. Arphaxad Masambu Director 53 Tanzanian
PPF Representative PPF Representative Tanzanian
Treasury Register Director Tanzanian

All Directors were non-executive. The Company Secretary during the year ended 31 December
2011 was David Mchangilla.
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10. CORPORATE GOVERNANCE

Code of Corporate Practice and Conduct

TOL Gases Limited is committed to the principles of effective corporate governance and the
Board is of the opinion that the Company currently complies with principles of good Corporate
Governance. The Board has formed a committee which deals with Audit, Finance, Investment,
Planning and Administration since 2009 for better corporate governance:

The Board of Directors
The Board of TOL Gases Limited consists of seven Directors. None of the Directors hold executive
positions in the Company. The Board takes overall responsibility for the Company, including
responsibility for identifying key risk areas, considering and monitoring investment decisions,
considering significant financial matters and reviewing the performance of management against
budgets and business plans. The Board is also responsible for ensuring that a comprehensive
system of internal control policies and procedures is operative for compliance with sound
corporate governance principles. The Board is chaired by a Director who has no executive
- functions. The Board is confident that its members have the knowledge, talent and experience to
lead the Company. The Non-Executive Directors are independent of management and exercise
their independent judgment. With their depth of experience, they add value to Board
deliberations.

The Board is required to meet at least four times a year and oversee the management of the
business. Although the Chief Executive Officer of the company is designated as Managing
Director; he is not a member of the Board of Directors. He reports to the Board and enjoys all
executive powers. He is assisted by senior management in the day to day operations of the
company. The Managing Director and other Senior Managers are invited to attend Board
meetings and are members of the sub committees of the Board which facilitate the effective
control of all the Company's operational activities, acting as a medium of communication and
coordination between the various business units.

Senior management meets on a reqgular basis to review the results, operations, key financial
indicators and the business strategy of the Company. Board meetings are held quarterly to
deliberate the results of the Company.

Performance evaluation and reward

Details of the remuneration paid to key management are disclosed in Note 25 to the financial
statements. The Company benchmarks its reward system with prevailing going rate in the labour
market to ensure that it is able to recruit and retain the best available talent. A bonus scheme is
also under consideration to ensure collective and individual contribution towards the success of
the Company is recognised and rewarded.
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10.

CORPORATE GOVERNANCE (Continued)

Performance evaluation and reward (Continued)
The Board accepts final responsibility for the risk management and internal control systems of
the Company. It is the task of management to ensure that adequate internal financial and
operational control systems are developed and maintained on an ongoing basis in order to
provide reasonable assurance regarding the effectiveness and efficiency of operations in:

o The safeguarding of the Company's assets (including information);

o Compliance with the applicable laws, regulations and supervisory requirements;

o The reliability of the accounting records;

» Business sustainability under normal as well as adverse conditions; and

« Responsible behaviour towards all stakeholders.

The Board assessed the internal control systems throughout the financial year ended
31 December 2011 and is of the opinion that they met acceptable criteria.

Ethical behaviour

.Compliance with the Code of Conduct is the ultimate responsibility of the Managing Director with

day-to-day monitoring delegated to line management with the support of personnel officers. All
staff are expected to maintain the highest level of integrity and honesty in dealing with
customers, suppliers, service providers and colleagues.

The Company's Code of Conduct commits it to the highest standards of integrity, conduct and
ethics in its dealings with all parties concerned, including its Directors, managers, employees,
customers, suppliers, competitors, investors, shareholders and the public in general. The
Directors and staff are expected to fulfil their ethical obligations in such a way that the business is
run strictly according to fair commercial competitive practices. ’

Financial reporting and auditing
The Directors accept final responsibility for the preparation of the annual financial statements
which fairly present:

» The financial position of the Company as at the end of the year under review;
« The financial results of operations and;
e The cash flows for that period.

The responsibility for compiling the annual financial statements is vested in the management and
the Financial Audil was carried out independently by an external Auditor and the company
complied with the company and other laws of Tanzania.

The external auditors of the company report an whether or not the annual financial statements
are fairly presented.
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CORPORATE GOVERNANCE (Continued)

Financial reporting and auditing
The Directors are satisfied that during the year under review:
e Adequate accounting records were maintained;
o An effective system of internal control and risk management, monitored by
management, was maintained;
« Appropriate accounting policies, supported by reasonable and prudent judgments and
estimates, were used consistently; and
s The financial statements were compiled in accordance with International Financial
Reporting Standards and in the manner required by the Tanzanian Companies Act,
2002.

The Directors are also satisfied that no material event has occurred between the financial year-
end and the date of this report which affects the business or has not been reported.

The Directors are of the opinion that the Company has sufficient resources and commitments at
its disposal to operate the business in the foreseeable future. The financial statements have been
prepared on a going concern basis.

MANAGEMENT

The Management of the Company is led by the Managing Director and is organized in the
following functions:

e Finance and Accounts

e Production and Engineering Industrial Gases
e Production and Engineering Carbon dioxide
e Marketing and Business Development

+ Human Resources and Administration

KEY MANAGEMENT PERSONNEL OF THE COMPANY

The key management personnel who served the Company during the year ended 31 December
2011 were:

Name Position

Daniel Warungu Managing Director -

Rose Soloka Deputy Director of Finance

Johannes Muga Director Production and Engineering Industrial Gases
McJohn Mbiri Director Production and Engineering Carbon dioxide
Zulfiquar Walli Director Marketing and Business Development

David Mchangilla Director of Human Resource and Administration
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FUTURE DEVELOPMENT PLANS

a. A new plant with ability to increase CO2 production by 200% has been procured. The plant
is expected to be fully operational in the 4" quarter 2012,

b. Anew Dissolved Acetylene (DA) plant has been procured and will be installed in August
2012. It is expected to replace the existing old plant with the effect of eliminating frequent
breakdowns and reduce costs of production for DA products.

c. The Company has already entered into partnership with ESAB and BUTBRO the world
leading producers of welding and Medical products in the company's effort to diversify its
product offering in line with the turnaround strategy. The Company is now the authorised
distributor of products from the two companies in Tanzania.

d. The sales function has been segmented into regional zones thereby taking TOL close to the
end users of its products while gaining valuable information on the customer feedback.

e. The Company has since invested Microsoft dynamics Navision for new ERP.

f. Restructuring of the Company workforce is in the final stages of recruitment for the newly
created positions. The restructuring exercise will result in cost saving and increased
efficiency.

The Implementation of the turnaround initiatives mentioned above are already bearing positive
results as can be evidenced by the profits reported in the unaudited six months to June 2012
performance of Tshs 500 million. Accelerated improvement to the financial performance of the
Company is expected from 2013 onwards when majority of turnaround strategy initiatives are
expected to be fully operational.

DIVIDEND

The Directors do not recommend dividends in respect of the year ended 31 December 2011 due
to trading losses which occurred during the year (2010 : Nib).

PERFORMANCE FOR THE YEAR

The detailed financial performance of the Company during the year is set out on page 13 of these
financial statements, showing a profit before tax of TZS 410 million (2010: loss of 1.49 billion),
while the net sales growth was 26% over the last year

SOLVENCY

The Board of Directors confirms that applicable accounting standards have been followed and
that the financial statements have been prepared on a going concern basis with a reasonable
expectation that TOL Gases Limited has adequate resources to continue its operational existence
in the foreseeable future.
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19.

ACCOUNTING POLICIES

The annual financial statements are prepared on the underlying assumption of a going concern.
The Company’s accounting policies, which are laid out on pages 17 to 34, are subject to an
annual review to ensure continuing compliance with International Financial Reporting Standards.

INVESTMENTS

The company made investment in property, plant and equipment to the tune of TZS 1.04 billion
(2010: TZS 389.9 million) during the year ended 31 December 2011.

EMPLOYEES' WELFARE

Management and Employees' Relationship

A healthy relationship continues to exist between management and employees. There were no
unresolved complaints received by Management from the employees during the year. The
Company is an equal opportunity employer. It gives equal access to employment opportunities
and ensures that the best available person is appointed to any given position, free from
discrimination of any kind and without regard to factors like gender, marital status, tribe, religion
or disability.

Training Facilities
The Company sponsors its employees for both short and long term courses within and outside the
country in various disciplines depending on the corporate needs and financial resources available

Medical Assistance
Permanent employees with their families are treated at our designated hospital and allowed
reimbursement of medical expenses incurred from other hospital on cases of emergences.

Health and Safety

The Company has a strong health and safety awareness which ensures that a culture of hygiene
and safety prevails at all times. All employees and contractors are provided with appropriate
personal protective equipment, all of which meets the safety requirements laid down under
Occupational Health and Safety Act 2003 and other legislation concerning industrial safety,
health and hygiene. The Company also organises reqular health check up for its employees which
confirm to the applicable statutes and regulations in all countries of its operations.

Persons with Disabilities

It remains the Company's policy to accept disabled persons for employment for those vacancies
that they are able to fill. Opportunities for advancement are provided to each disabled person
when a suitable vacancy arises within the organisation and all necessary assistance is given along
with initial training. Where an employee becomes disabled during the course of his or her
employment, the Company provides suitable alternate employment and necessary training
thereof. The Company's policy is not discriminatory against people with regards to race, gender,
religion or disability.
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EMPLOYEES' WELFARE (Continued)

Financial Assistance to Staff
Loans are available to all permanent employees who are members of SACCOS. The company
supports the SACCOS by being facilitator of loan repayment to CRDB Bank.

Retirement Benefits

The Company makes contributions in respect of staff retirement benefits to a defined statutory
contribution plan, i.e. National Social Security Fund and Parastatals Pension Fund. The
Company's obligations in respect of these contributions are limited to 10% and 15% respectively
of the employees’ gross salary, while the employees contribute 10 % and 5% of their gross salary.

The Company's employment terms are regularly reviewed to ensure they continue to meet
statutory compliance and market conditions. The Company communicates with its employees
through regular management and staff meetings and through circulars. The Company has
continued to maintain a conducive working environment in terms of providing suitable work
place, offices, washrooms and canteen facilities.

GENDER PARITY

The Company is equal opportunity employer. It gives equal access to employment opportunities
and ensures that the best available person is appointed to any given position free from
discrimination of any kind and without regard to factors like gender, marital status, tribes,
religion and disability which does not impair ability to discharge duties. As at 31 December 2011
the Company has the ratio of 1:5 female to male employees.

RELATED PARTY TRANSACTIONS

All related party transactions and balancés are disclosed in Note 25 to these financial
statements. ' ‘

POLITICAL DONATIONS
The Company did not make any political donations during the year.
ENVIRONMENTAL CONTROL PROGRAMME

The Company has an environment policy and takes appropriate pollution control measures to
conform with various environment and pollution related statutes in Tanzania.

QUALITY
The Company has a formal quality assurance accreditation program, with all operations being

monitored closely and the products are tested in the Company Laboratory, Airborne Labs
International USA as well as, Tanzania Bureau of Standards (TBS).
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27

CORPORATE SOCIAL INVESTMENT

During the year TOL Gases Limited continued to support Tanzanian society through its Corporate
Social Responsibility program. The Company participated in the construction of the village
dispensary as well as a primary school in Rungwe District among other community development
initiatives.

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Tanzanian Companies Act, 2002 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 of its profit or loss 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 judgments and
estimates, in conformity with generally accepted accounting practice and in the manner required
by the Tanzanian Companies Act, 2002. 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 which may be relied upon in the preparation of financial statements, as well as adequate
systems of internal financial control. The directors are responsible for safequarding the assets of
the Company and hence for taking reasonable steps for the prevention and detection of fraud,
error and other irreqularities.

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.

AUDITORS

The auditors, Ernst & Young have expressed their willingness to continue in office as auditors and
are eligible for reappointment. A resolution proposing the re-appointment of Ernst & Young as
auditors for the year 2012 will be tabled at the Annual General Meeting.
By order of the Board

Name: HAROLD £ W Title:@ﬂfﬂ AN Signatu
Name: [:‘O’)%E‘/ OLASA- Title: b1 e o Signature: 5 ~

Date: 2012
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INDEPENDENT AUDITORS’ REPORT
to the shareholders of
TOL GASES LIMITED

We have audited the accompanying financial statements of TOL Gases Limited which comprise the
statement of financial position as at 31 December 2011 and the statement of comprehensive
income, statement of changes in equity and statement of cash flows for the year then ended, and
the summary of significant accounting policies and other explanatory notes as set out on pages 17
to 48.

Directors’ responsibility for the financial statements

Directors are responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and Tanzanian Companies Act, 2002,
and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatements.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements pased 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 auditors’ 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 for 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.

11
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INDEPENDENT AUDITORS' REPORT (Continued)
to the shareholders of
TOL GASES LIMITED

Opinion

In our opinion, the financial statements, give a true and fair view of the financial position of TOL Gases
Limited for the year ended 31 December 2011 and of its performance and its cash flow for the year
then ended in accordance with the International Financial Reporting Standards and comply with the

Tanzanian Companies Act, 2002.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 2 to the financial statements which
indicate that as at 31 December 2011, the Company's current liabilities exceeded its current assets
by TZS 1,530.82 million. These conditions, along with other matters as set forth in Note 2, indicate
the existence of a material uncertainty that may cast significant doubt about Company's ability to

continue as a going concern.
Our opinion is not qualified in respect of this matter.
Report on other legal and regulatory requirements

This report, including the opinion, has been prepared for, and only for, the Company's members as a
body in accordance with the Tanzanian Companies Act, 2002 and for no other purposes.

As required by the Tanzanian Companies Act, 2002, we report to you, based on our audit, that:

i, We have obtained all the information and explanations which to the best of our knowledge and

belief were necessary for the purpose of our audit;
ii. In our opinion, proper books of account have been kept by the Company, so far as appears

from our examination of those books;
ii.  The Directors' report is consistent with the financial statements;
iv. Information specified by law regarding directors remuneration and transactions with the

Company is disclosed; and
v. The Company's statement of financial position and statement of comprehensive income are in

agreement with the books of account.

£ et
é ,mb-%—d»éou _r-»j
Ernst & Young -

Certified Public Accountants

Dar es Salaam

Signed by:]JNeema Kiure Mssusa

12




TOL GASES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2011

Revenue
Cost of sales
Gross profit
Other income

Operating expenses

Operating profit/(loss)

Finance costs

Profit / (loss) before tax

Income tax expense

Profit/(loss) for the year

Other comprehensive income

Total comprehensive income/(loss)

Earning/(loss) per share (TZS)

2011 2010
Notes TZS '000 TZS'000
7 7,352,088 5,846,726
8 (5,175,224) (5,089,935)
2,176,864 756,791
669,585 40,320
9 (2,097,097) (1,992,295)
749,352 (1,195,184)
11 (339,400) (297,655)
409,952 (1,492,839)
17 (289,984) (370,142)
119,968 (1,862,981)

119,968 (1,862,981)

13 3:22

(50.05)
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