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Financial Statements for the year ended 31 December 2019

General Information

Country of incorporation and domicile United Republic of Tanzania
Nature of business and principal activities Manufacturing and trading of PVC and HDPE pipes and fittings
Directors Jayesh G Shah
Ankush K Shah
Registered office Plot No. 68, 69 and 70
Chang'ombe Industrial Area
Migeyo Road

liala, Dar es Salaam, Tanzania
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Dar es Salaam

Bankers National Bank of Commerce
P.O Box 9062
Dar es Salaam
Tanzania

Standard Chartered Bank Limited
P.O Box 9011

Dar es Salaam

Tanzania

Azania Bank Limited
Mawasiliano Tower
P.O. Box 32089

Dar Es Salaam

Auditors PricewaterhouseCoopers
Pemba House, 369 Toure Drive
P.O Box 45
Dar es Salaam, Tanzania

Certified Public Accountants

Company registration number 41028
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SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the vear ended 31 December 2019

Directors' Report

The directors have pleasure in  submitting their annual report and the audited financial statements for the year ended 31
December, 2018 which disclose the state of affairs of Simba Pipe Industries Limited (the "Company")

1. Incorporation

The Company is incorporated in the United Republic of Tanzania under the Companies Act, No. 12 of 2002 as a private
Company limited by share.

2. Review of activities
Main business and operations

The principal activity of the Company continued to be that of manufacturing and marketing of plastic piping systems and
components. The Company has ventured into a new business intiative of trading in imported pipe fittings to provide a solution
for total piping requirements to its customers.

The operating results and state of affairs of the Company are fully set out in the attached financial statements and do notin our
opinion require any further comment,

Net loss of the Company is TZS 1,057,731,000 (2018; TZS 292,538,000 profit), after a tax charge of TZS 372,307,000 (2018:
tax charge of TZS 197,192,000).

3. Development programme
During the year, the Company continued with improvements to its manufacturing and marketing strategies in order to improva

on its competitive advantage through the adoption of Balanced Scorecard and Gemba Kaizen initiatives. The Company's
products are certified by Tanzania Bureau of Standards. The Company is ISO 9001 2000 Certified.

4. Events after the reporting period

All events after the reporting period are disclosed in note 28 to these financial statements.

5. Director's interest

The directors do not hold any direct interest in the issued and paid up share capital of the Company.

6. Solvency

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities,

contingent obligations and commitments will occur in the ordinary course of business.

The directors consider the Company to be sclvent within the meaning ascribed by the Companies Act, No.12 of 2002. No
matters have come to the attention of the directors to indicate that the Company will not remain a going concern for at least the
ensuing financial year.

7. Authorised and issued share capital

There were no changes in the authorised or issued share capital of the Company during the year under review.

8. Dividends

Dividends of TZS 251,835,000 were paid to shareholders during the year.
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SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Directors' Report

9. Corporate governance

The board of Simba Pipe Industries Limited consists of two directors. The board takes overall responsibility for identifying key
risk areas, considering and monitoring investments decisions, considering significant financial matters and reviewing the
performance of management business plans and budgets. The board is also responsible for ensuring that the comprehensive
systems of internal centrol policies and procedures is operative, and for compliance with scund corporate governance

principles.

The board is required to meet at least four times a year. The board delegates the day to day management of the business to
the managing director assisted by senior management. Senior management is invited to attend board meetings and facilitates
the effective control of all Company’s operational activities, acting as a medium of communicaticn and coordination between all

the various business units.

The Company is committed to the principles of effective corporate governance. The directors also recognise the importance of
integrity, transparency and accountability.

10. Directors

The directors of the Company during the year and to the date of this report are as follows:

Name Nationality
Jayesh G Shah British
Ankush K Shah British

11. Shareholders

201¢ 2018
Number of Number of

shares shares

Gulabchand Punamchand Shah 280,000 280,000
DSL International Limited 280.000 280,000
560,000 560.000

The total number of shareholders during the year is two shareholders (previous year: two shareholders).
The shares of the Company as at the year end were held as shown above.

12. Risk management and internal control

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;

The safeguarding of the Company's assets;

Compliance with applicable laws and regulations;

The reliability of accounting records;

Business sustainability under normal as well as adverse conditions; and
Responsible behaviours towards ail stakeholders.

The efficiency of any internal control system is dependent on the strict observance of prescribed measures. There is always a
risk of nen compliance of such measures by staff. Whilst no system of internal control can providerabsalyte assurance against

misstatement or losses, the Company system is designed to provide the board with rww,‘;&é@n@ﬁ:@kﬁ’e procedures

in place are operating effectively. = . L —
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SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Directors' Report

13. Employees welfare
The details of employees of the Company are set out as below:

31 December 2019 31 December 2018

Total number of employees at the beginning of the year 86 96
Number of employees engaged 18 o7
Number of employees who left (22) {(17)
Total number of employee at the year end 82 86

14. Employees relationship

The relation between employees and management continued to be cordial during the year. There were no unresolved
complaints received by management from the employees during the year. Staff welfare facilities include medical scheme for all
employees and their families, provision of meals while on duty and transport to and from place of work. Training facilities are
available to cater for all grades of staff,

15. Related party transactions
All related party transactions and balances are disclosed in note 21 to these financial statements,
16. Auditors

The auditors, PricewaterhouseCoopers have been appointed in office and will be recommended for reappointment in
accordance with the Companies Act, No. 12 of 2002,

The financial statements set out on pages 11 to 35 which have been prepared on the going concern basis, were approved by
the board of directors on the date of this report, and were signed on its behalf by:

Jayesh G Shah Ankush K ghah
Director Director

oo 2.6 0.2 2020 oue, 25/05/2020




SIMBA PIP INDUSTRIES LIMIT D

(R israion numb r41028)
Financial Sa m n s for the year ended 31 Decemb r 2019

Statement of Directors' Responsibilities

Th Companies Act, No.12 of 2002 requir s dir ctors to prepare financial sta m nis for each financial year that give a true
and fair view of the sta  of affairs of th Company as atth end of the financial year and of its profit or loss for th year. it also
requir s th dir clors to nsure that th Company keeps proper accoun in  records that disclose, with reasonable accuracy,
h financial position of the Company. Th y are also responsible for safe uardin the asse s of the Company and h nce takin
reasonable steps for the preven ion and de ction of fraud, error and o h rirre ularities.

Th dir ctors accept responsibility for h financial sta m ns, which have b n prepared usin appropria accounting
palicies support d by reasonable and prudent judgm n's and estima s, in conformity with Int rnaional Financial Reporting
S andards (IFRS) and the requir m n s of the Companies Act, No.12 of 2002. Th dir ctors are of the opinion that the financial
sta m ns give a tru and fair view of th sta of th financial affairs of th Company and of its loss in accordance with
Int rnaional Financial R portin S andards (IFRS). Th dir ctors furth r accept responsibility for h main nance of
accoun in  records that may be relied upon in th prepara ion of financial sta m n s, as well as designin , implem nin and
main ainin in rnal con rol relevant to th prepara ion and fair presen a ion of financial sta m n s thatare fr  from material
missta m ntwh h rdue to fraud or error.

Subject to th comm ns and th conclusions made in No 26 of th financial sta m ns, th Dir cters b lieve that th
Company will remain a goin  concem for at least twelve mon hs from the da  of this sta m nt.

Signed on behalf of the Board of Diractors By: /

avan
//ZS\;\F%'\NVL //Z/L -

Jayesh G Shah Ankush k/Shah
Director Director

aclot) 2020 25/06/2020
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AE?(E!SORT OF THE INDEPENDENT AUDITOR

TO THE SHAREHOLDERS OF SIMBA PIPE INDUSTRIES LIMITED

Report on the audit of the financial statements

In our opinion, the financial statements give a true and fair view of the financial position of Simba Pipe Industries
Limited (the Company) as at 31 December 2019, and of its financial performance and cash flows for the year then
ended in accordance with International Financial Reporting Standards and the requirements of the Companies Act,

No. 12 of 2002.

What we have audited

The financial statements of Simba Pipe Industries Limited as set out on pages 11 to 35 comprise:
e the statement of financial position as at 31 December 2019;

e the statement of profit or loss and other comprehensive income for the year then ended;

e the statement of changes in equity for the year then ended;

s the statement of cash flows for the year then ended;

e accounting policies; and

e the notes to the financial statements.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor's responsibilities for the audit of the financial statements section

of our report.

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

Independence

We are independent of the Company in accordance with the IESBA International Code of Ethics for Professional
Accountants {including International Independence Standards) (IESBA Code) and the ethical requirements of the
National Board of Accountants and Auditors (NBAA} that are relevant to our audit of the financial statements in
Tanzania. We have fulfilled our other ethical responsibilities in accordance with the IESBA Code and the ethical

requirements of the NBAA.

The directors are responsible for the other information. The other information comprises of general information,
directors’ report, statement of directors’ responsibilities and declaration of the head of finance but does not include
the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowladge obtained in the audit, or otherwise appears to be materially misstated.




"REPORT OF THE INDEPENDENT AUDITOR (CONTINUED)
TO THE SHAREHOLDERS OF SIMBA PIPE INDUSTRIES LIMITED

Repon‘ on the audit of the financial statements (contfnued)

The directors are responsible for the preparation of financial statements that give a true and fair vie\w in accordance
with International Financial Reporting Standards and the requirements of the Companies Act, No. 12 of 2002, and
for such internal control as the directors determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Company or to cease operations, or have no realistic
alternative but to do so.

The directors are responsmle for cverseemg the financial repomng process.

Our objectives are to obtain reasonable assurance about whether the financial statements are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
censidered material if, individually or in the aggregate, they could reasonably be expected to influence the econemic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery.
intentional omissions, misrepresentaticns, or the override of internal contrel.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectivenass of the
internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

# Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability fo continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in cur auditer's report fo the related dlsclosur»sm_mg‘
financial statements or, if such disclosures are nadequate to medify our opinion. Our conclusj 53 T

cause the Company to cease to continue as a going concern.

e Evaluate the overall presentaticn, structure and content of the financial statements, |nclyﬁ! the disclosures,
and whether the financial statements represent the underlying transactions and evqjts-in a ma%er thﬁr6 20
achieves fair presentation. \ Q
We communicate with the directors regarding, among other matters, the planned scope and t{mm of the audit and
significant audit findings, inciuding any significant deficiencies in internal control that we :dentﬁy durmg our audit.
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Report on other legal and requlatory requirements.

haveromatiertoreport,

REPORT OF THE INDEPENDENT AUDITOR (CONTINUED)

TO THE SHAREHOLDERS OF SIMBA PIPE INDUSTRIES LIMITED

This report, including the opinion, has been prepared for, and only for, the Company’s members as a body in
accordance  with  the Companies  Act, No. 12 of 2002 and for no other purposes.

As required by the Companies Act, No. 12 of 2002, we are also required to report to you if, in our opinion, the
Directors’ Report is not consistent with the financial statements, if the Cempany has not kept proper accounting
records, if the financial statements are not in agreement with the accounting records, if we have not received all
the information and explanations we require for our audit, or if information specified by law regarding directors’
remuneration and transactions with the Company is not disclosed. In respect of the foregoing requirements, we

s s ':"__“"_" =

Lu_'{;; = % }

Patrick Kiambi, TACPA-PP

For and on behalf of PricewaterhouseCoopers f,);?i;/ N ] s ;\

Certified Public Accountants g;;’ ; S W
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SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Statement of Financial Position as at 31 December 2019

2019 2018
Note(s) TZS '000 TZS '000
Assets -
Non-Current Assets
Property, plant and equipment 2 5,095,157 3,577,783
Cther financial assets 5 100 100

5,085,257 3,577,883

Current Assets

Inventories 7 5,819,188 3,358,779

Loans and advances 4 - 1,826,540

Trade and other receivables 8 8,692,581 9,119,824

Current tax receivable 146,058 150,225

Cash and cash equivalents 9 62,524 104,878
14,820,361 14,560,246

Total Assets 19,915,618 18,138,129

Equity and Liabilities

Equity

Share capital 10 560,000 560,000

3,824,251 5,833,817
4,384,251 6,393,817

Retained income

Liahilities

Non-Current Liabilities

Deferred tax 6 539,483 392,888

Current Liabilities

Trade and other payables 12 3,869,103 2,558,567

Other financial liabilities 11 5,542,787 3,185,850

Contract Liabilities 12 1,322,054 1,360,283

Bank overdraft 9 4,257,942 4,246 584
14,991,886 11,351,424

Total Liabilities 15,531,369 11,744,312

Total Equity and Liabilities 19,915,618 18,138,129

The financial statements on pages 11 to 35, were approved by the board of directors on the date of this statement and were
signed on its behalf by:

'/i@”Cﬂ/”/‘%/ [

Jayesh G Shah Ankg/éﬁ’k Shah
Director Dire€tor /
A Ob /2020

The accounting policies on pages 15 to 24 and the notes on pages 25 to 35 form an integral paé{ @}‘the

TN financial statemepis-i/y
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SIMBA PIPE INDUSTRIES LIMITED
(Registration number 41028) 3 +
Financial Statements for the year ended 31 December 2019 =t
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‘Statement of Profit or Loss and Other Comprehensive Income

Ak
- s
e

2019 2018

Note(s) TZS 000 TZS '000

Revenue 13 17,894,314 13,948,196
Cost of sales 14 (13,142,510} (10,334,921)
Gross profit 4,751,804 3,614,275
Otherincome 15 33,462 23,274
Other gains (losses) - net 16 (114,175) (154,921)
Operating expenses 17 (4,783,337) (2,429,271)
Operating (loss)/profit {112,246) 1,053,357
Finance costs 18 (573,178) (563,627)
{Loss)/profit before taxation (685,424) 489,730
Income tax charge 19 (372,307) (197,192)
(Loss)iprofit for the year (1,057,731) 292,538
Other comprehensive income - -
Total comprehensive (foss)lincome for the year (1,057,731) 292,538

The accounting policies on pages 15 to 24 and the notes on pages 25 to 35 form an integral part of the financial statements.

12




SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Statement of Changes in Equity

Share capital

Retained Total equity

income

Balance at 01 January 2018 560,000 5,541,279 6,101,279
Profit for the year - 292,538 292,538
Other comprehensive income - -
Total comprehensive income for the year - 292,538 292,538
Balance at 01 January 2019 560,000 5,833,817 6,393,817
Loss for the year - (1,057,731) (1,057,731)
Other comprehensive income - - -
Total comprehensive Loss for the year - (1,057,731) (1,057,731)
Dividends* - (951,835) (951,835)

- (951,835) (951,835)
Balance at 31 December 2019 560,000 3,824,251 4,384,251

*The amount includes dividends payable of TZS 700,000,000 (Note 12) and dividends paid of TZS 251,835,000,

The accounting policies on pages 15 to 24 and the notes on pages 25 to 35 form an integral part of the financial statements.

13



SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)

Financial Statements for the year ended 31 December 2019

Staterﬁent of Cash Flows

Cash flows from operating activities

Cash generated /(used in) from operations
Finance costs
Tax paid

Net cash from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment
Sale of property, plant and equipment
Sale of financial assets

Net cash from investing activities

Cash flows from financing activities
Net movement in other financial liabilities
Dividend paid

Net cash from financing activities

Total cash movement for the year
Cash at the beginning of the year

Total cash at end of the year

20

22

3]

9

(796,930) 1,032,729
(573,178)  (563.627)
(221,545)  (466,811)
(1,591,653) 2,291
(570,411)  (298,275)
3,390 5,161

: (100)
(567,021)  (293,214)
2,356,797 2,172,718
(251,835) .
2,104,962 2,172,718
(53,712) 1,881,795
(4,141,708) (6,023,501)
(4,195,418) (4,141,706)

The accounting policies on pages 15 to 24 and the notes on pages 25 to 35 form an integral part of the financial statements.

14



SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Accounting Policies & 23
L oo TR
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Corporate information

Simba Pipe Industries Limited is a private limited Company incarporated and domiciled in United Republic of Tanzania.

1. Significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below.

1.1 Basis of preparation

The financial statements have been prepared on the going concern basis in accordance with, and in compliance with,
International Financial Reporting Standards ("IFRS") and International Financial Reporting Interpretations Committee ("IFRIC")
interpretations issued and effective at the time of preparing these financial statements and the Companies Act, No. 12 of 2002.

The financial statements have been prepared on the historic cost convention, unless otherwise stated in the accounting
policies which follow and incorporate the principal accounting policies set out below. They are presented in Tanzanian Shillings
(TZS) rounded tc the nearest thousand, which is the Company's functional currency.

These accounting policies are consistent with the previous period.

1.2 Property, plant and equipment

Property, plant and equipment are tangible assets which the Company holds for its own use or for rental to others and which
are expected to be used for more than one year.

An item of property, plant and equipment is recognised as an asset 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.

Property, plant and equipment is initially measured at cost. Cost includes all of the expenditure which is directly attributable to
the acquisition or construction of the asset, including the capitalisation of borrowing costs on qualifying assets and adjustments
in respect of hedge accounting, where appropriate.

Expenditure incurred subsequently for major services, additions to or replacements of parts of property, plant and eguipment
are capitalised if it is probable that future economic benefits associated with the expenditure will flow to the Company and the
cost can be measured reliably. Day to day servicing costs are included in profit or loss in the year in which they are incurred.

Depreciation of an asset commences when the asset is available for use as intended by management. Depreciation is chargad
to write off the asset's carrying amount over its estimated useful life to its estimated residual value, using a method that best
reflects the pattern in which the asset's economic benefits are consumed by the Company. Leased assets are depreciated in a
consistent manner over the shorter of their expected useful lives and the lease term. Depreciation is not charged to an asset if
its estimated residual value exceeds or is equal to its carrying amount. Depreciation of an asset ceases at the earlier of the
date that the asset is classified as held for sale or derecognised.

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method Percentage
Buildings Straight line
Plant and machinery Straight line
Furniture and fixtures Straight line
Moteor vehicles Straight line
Office equipment Straight line
IT equipment Straight line
Leasehoid improvements Straight line

15



SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028}
Financial Statements for the year ended 31 December 2019

Accounting Policies

1.2 Property, plant and equipment (continued)

The residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting year. If the
expectations differ from previous estimates, the change is accounted for prospectively as a change in accounting estimate.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately.

The depreciation charge for each year is recognised in profit or loss unless it is included in the carrying amount of another
asset.

Impairment tests are performed on property, plant and equipment when there is an indicator that they may be impaired. When
the carrying amount of an item of properly, plant and equipment is assessed to be higher than the estimated recoverable
amount, an impairment loss is recognised immediately in profit or loss to bring the carrying amount in line with the recoverable
amount.

An item of property, piant and equipment is derecognised upon disposal or when no future economic benefits are expected
from its continued use or disposal. Any gain or loss arising from the dereccgnition of an item of property, plant and equipment,
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item, is included in
profit or loss when the item is derecognised.

1.3 Intangible assets

An intangible asset is recognised when:
* itis probable that the expected future economic benefits that are attributable to the asset will flow to the entity; and

. the cost of the asset can be measured reliably.
Intangible assets are initially recognised at cost.
Expenditure on research (or on the research phase of an internal preject) is recognised as an expense when it is incurred.

An intangible asset arising from development (or from the development phase of an internal project) is recognised when:
* itis technically feasible to complete the asset so that it will be available for use or sale.
there is an intention to complete and use or sell it.
there is an ability to use or sell it.
it will generate probable future economic benefits.
there are available technical, financial and other resources to complete the development and to use or sell the asset.
the expenditure attributable to the asset during its development can be measured reliably.

® ®» ® = ®

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable
limit to the period over which the assef is expected to generate net cash inflows. Amortisation is not provided for these
intangible assets, but they are tested for impairment annually and whenever there is an indication that the asset may be
impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed every period-end.

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over

its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items simifar in §gbﬁta ee.are not recognised as
intangible assets. o :

L
Amartisation is provided to write down the intangible assets, on a straight line basis, t/,ﬁé&’ésadual values aife]l}zws:

Ve

Useful llfgn\%

ltem

Computer scftware
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SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)

Financial Statements for the year ended 3t December 2019 CRECEIVED ot
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Accounting Policies SR

1.4 Financial instruments

Initial recognition and measurement

Financial instruments are recognised initially when the Company becomes a party to the contractual provisions of the
instruments.

The Company ciassifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial
liability or an equity instrument in accordance with the substance of the contractual arrangement.

Einancial instruments are measured initially at fair value, except for equity investments for which a fair value is not
determinable, which are measured at cost and are classified as available-for-sale financial assets.

Eor financial instruments which are not at fair value through profit or loss, transaction costs are included in the initial
measurement of the instrument.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or have been
transferred and the Company has transferred substantially all risks and rewards of ownership.

Trade and other receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest
method. The Company applies the simplified approach permitted by IFRS 9, which requires expected lifetime losses to be
recognized from initial recognition of receivables. In determining the expected credit losses for these assets, the Company
takes into account the histarical loss experience which is then adjusted to incorporate forward looking information.

Trade and other payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective
interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments that
are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These are initially

and subsequently recorded at fair value.

Bank overdraft and borrowings

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost, using
the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the settlement or
redempticn of borrowings is recognised over the term of the borrowings in accordance with the Company's accounting policy

for borrowing costs.
1.5 Tax
Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If theﬁg_ nount.already paid in respect
of current and prior periods excaeds the amount due for those periods, the excess is recognisse ;{s‘:aapfé et
e
) ‘ b e Py
Current tax liabilities (assets) for the current and prior periods are measured at the aw pected to be Bail i
from) the tax authorities, using the tax rates (and tax laws) that have been enacted 97 [hétantively enacted by-’.}fxa.'\?nd of the
Ff \SR \

‘\':\,
i"g‘;fo.n{recovered

reporting period. i @i
f
|
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1.5 Tax (continued)
Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax liability
arises from the initial recognition of an asset or liability in a transaction which at the time of the transaction, affects neither

accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that taxable profit will
be available against which the deductible temporary difference can be utilised. A deferred tax asset is not recognised when it
arises from the initial recognition of an asset or liability in a transaction at the time of the transaction, affects neither accounting

profit nor taxable profit (tax loss).

A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent that it is
probable that future taxable profit will be available against which the unused tax losses and unused STC credits can ke utilised.

Deferrad tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end

of the reporting period.

Tax expenses

Current and deferred taxes are recognised as income or an expense and included in profit or loss for the period, except to the

extent that the tax arises from:
. a transaction or event which is recognised, in the same or a different period, to other comprehensive income, or

. a business combination.

Current tax and deferred taxes are charged or credited to other comprehensive income if the tax relates to items that are
credited or charged, in the same or a different period, to other comprehensive income.

Current tax and deferred taxes are charged or credited directly to equity if the tax relates to items that are credited or charged,
in the same or a different period, directly in equity.

1.6 Leases
The Company assesses whether a contract is, or contains a lease, at the inception of the contract.

A contract is, or contains a lease if the contract conveys the right to contrel the use of an identified asset for & period of time
inexchange for consideraticn.

In order to assess whether a coniract is, or contains a lease, management detsrmine whether the asset under consideration is
"identified", which means that the asset is either explicitly or implicitly specified in the contract and that the supplier does not
have a substantial right of substitution throughout the period of use. Once management has concluded that the contract deals
with an identified asset, the right to contral the use thereof is considered. To this end, control over the use of an identified asset
only exists when the Company has the right to substantially all of the econemic benefits from the use of the asset as well as the
right to direct the use of the asset.

In circumstances where the determination of whether the contract is or contains a lease requires significant judgement, the
relevant disclosures are provided in the significant judgments and sources of estimation uncertainty section of these
accounting policies.

Company as lessor

Leases for which the Company is a lessor are classified as finance or operating leases, Hﬁﬂ%qur_ﬁﬁé ier{ns of the lease
#saﬂ ase. All other

transfer substantialiy all the risks and rewards of ownership to the lessee, the contract |sfefa‘35}}i st
re is a lease

leases are classified as operating leases. Lease classification is made at inception ai%@‘ v reassessed‘ 3

madification.

' Y J\ 1

When the Company is an intermediate lessor, it accounts for the head lease and thef{ lease as two s ms@c tra{:ts The
sublease is classified as a finance or operating lease by reference to the right»ofuusel assat lease, If the

head lease is a short-term lease to which the Company applies the exemption d‘a\scrrp re fously, then it jssmes the

sublease as an operating lease.
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1.7 Inventories
Inventories are measured at the lower of cost and net realisabie value,
Inventories are measured at the lower of cost and net realisable value on the first-in-first-out basis.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and condition.

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for
specific projects is assigned using specific identification of the individual costs.

The cost of inventories is assigned using the first-in first-out (FIFO) formula. The same cost formula is used for all inventories
having a similar nature and use to the entity.

When inventories are sold, the carrying amount of those inventories are recognised as an expense in the period in which the
related revenue is recognised. The amount of any write-down of inventories to net realisable value and all lasses of inventories
are recognised as an expense in the period the write-down or loss occurs. The amount of any reversal of any write-down of
inventories, arising from an increase in net realisable value, are recognised as a reduction in the amount of inventories
recognised as an expense in the period in which the reversal occurs

1.8 Impairment of assets

The Company assesses at each end of the reporting period whether there is any indication that an asset may be impaired. If
any such indication exists, the Company estimates the recoverable amount of the asset.

Irrespective of whether there is any indication of impairment, the Company also:
* tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment
annually by comparing its carrying amount with its recoverable amount. This impairment test is performed during the

annual period and at the same time every period.
. tests goodwill acquired in a business combination for impairment annually.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. if it is not
possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating unit to
which the asset belongs is determined.

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in
use.

if the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in
profit or loss. Any impairment loss of a revalued asset is treated as a revaluation decrease.

An entity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for
assets other than goodwill may no longer exist or may have decreased. If any such indication exists, the recoverable amounts
of those assets are estimated.

e Ty

gy
. ;&:RQ xceed
,

The increased carrying amount of an asset other than goodwill attributable to a reversal of an imp
the carrying amount that would have been determined had no impairment loss been recognised

increase.
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An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its

liabilities.
1.10 Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is ren-c!ered‘ such as paid vacation
leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the
service is rendered and are not discounted.

The expected cost of compensated absences is recognised as an expense as the employees render services that increase
their entitlement or, in the case of non-accumulating absences, when the absence occurs.

The expected cost of profit sharing and bonus payments is recognised as an expense when there is a legal or constructive
obligation fo make such payments as a result of past performance.

Post employment obligations

For defined contribution plans, the Company pays contributions to publicly administered pension insurance plans (NSSF or
PSSSF) on a mandatory, contractual or voluntary basis. The Company has no fuither payment obligations once the
contributions have been paid. The contributions are recognised as employee benefit expense when they are due.

1.11 Provisions and contingencies

Provisicns are recognised when:
. the Company has a present obligation as a result of a past event;
. itis probable that an outflow of resources embodying economic benefits will be required to settle the abligation; and

*  areliable estimate can be made of the obligation,
The amount of a provision is the present value of the expenditure expected to be required to settle the obligation.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement shall be recognised when, and only when, it is virtually certain that reimbursement will be received if the entity
settles the cbligation. The reimbursement shall be treated as a separate asset. The amount recognised for the reimbursement
shail not exceed the amount of the provision.

Provisions are not recognised for future operating losses.

If an entity has a cantract that is onerous, the present cbligation under the contract shall be recagnised and measured as a
provision,

A constructive obligation to restructure arises only when an entity:
s has a detailed formal plan for the restructuring, identifying at least:

- the business or part of a business concerned:;

- the principal locations affected;
the location, function, and approximate number of employees who will be compensated for terminating their
services;

- the expenditures that will be undertaken; and

- when the plan will be implemented; and

e,

: : B e Y . e,
. has rajsed a val;d gxpectgauon in those affected that it wﬂi carry out the restructuring %ﬁﬁmﬂ _{Qpbwﬁﬁe\nt that
plan or announcing its main features to those affected by it. fgf(,c W S,
/ - ,4'

WA
recognised separatefy-are
subsequently measured at the higher of: | =f e

¢ the amount that would be recognised as a provision; and

° the amount initially recognised less cumulative amartisation.

%
After their initial recognition contingent liabilities recognised in business combinations ih%{;‘érf
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Revenue from the sale of goods is recognised when all the following conditions have been satisfieg =
« the Company has transferred to the buyer the significant risks and rewards of ownership of the goods;

« the Company retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

e« the amount of revenue can be measured reliably;
s jtis probable that the economic benefits associated with the transaction will flow to the Cempany; and

= the costs incurred or to be incurred in respect of the transaction can be measured reliably.

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with the
transaction is recognised by reference to the stage of completion of the transaction at the end of the reporting period. The
outcome of a transaction can be estimated reliably when all the following conditions are satisfied:

« the amount of revenue can be measured reliably;

e itis probable that the economic benefits associated with the transaction wiil flow to the Company;

« the stage of completion of the transaction at the end of the reporting period can be measured reliably; and
= the costs incurred for the transaction and the costs fo complete the transaction can be measured reliably.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue shall be
recognised only fo the extent of the expenses recognised that are recoverable.

Service revenue is recognised by reference to the stage of completion of the transaction at the end of the reporting period.
Stage of completion is determined by services performed to date as a percentage of total services to be performed.
Contract revenue comprises:

e the initial amount of revenue agreed in the contract; and

e variations in contract work, claims and incentive payments:
- tothe extent that it is probable that they will result in revenue; and
- they are capable of being reliably measured.

Revenue is measured at the fair value of the consideration received or receivable and represents the amounts receivable for
goods and services provided in the normal course of business, net of trade discounts and volume rebates, and value added
tax.

Interest is recognised, in profit or loss, using the effective interest rate method.

Royalties are recognised on the accrual basis in accordance with the substance of the relevant agreements.

Dividends are recognised, in profit or loss, when the Company’s right to receive payment has been established.

Service fees included in the price of the product are recognised as revenue over the period during which the service is
performed.

1.13 Cost of sales

9‘&_-‘
When inventories are sold, the carrying amount of those inventories is recognisad as an e ri\ e i m:whlch the
related revenue is recognised. The amount of any write-down of inventories to net realisabl ye/and all Iossesoﬁnventorses
are recognised as an expense in the pericd the write-down or loss occurs. The amount éﬁ-ap reversal of any wWritg: down of
inventories, arising from an increase in net realisable value, is recognised as a regiuctlf!n in the amount of hﬂeqtones

recognised as an expense in the period in which the reversal occurs. Cf}ﬂ 39 rar 1
The related cost of providing services recognised as revenue in the current period is mcluqi o (a’fes ;’;

Contract costs comprise:
. costs that relate directly to the specific contract;
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1.13 Cost of sales (continued)
*  cosis that are attributable to contract activity in general and can be allocated to the contract; and
. such other costs as are specifically chargeable to the customer under the terms of the contract.

Cost of sales is reduced by the amount recognised in inventory as a "right to returned goods asset' which represents the
Company right to recover products from customers where customers exercise their right of return under the Company returns

policy.
1.14 Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalised
as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of borrowing costs eligible

for capitalisation is determined as follows:
. Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any

temporary investment of those borrowings.
. Weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose of
obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred.

The capitalisation of borrowing costs commences when:
. expenditures for the asset have occurred;
. borrowing costs have been incurred, and
. activities that are necessary to prepare the asset for its intended use or sale are in progress.

Capitalisation is suspended during extended periods in which active development is interrupted.

Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use or sale
are complete.

All other borrowing costs are recognised as an expense in the period in which they are incurred.
1.15 Translation of foreign currencies

Foreign currency transactions

A foreign currency transaction is recorded, on initial recognition in Tanzanian Shillings, by applying to the foreign currency
amount the spot exchange rate between the functional currency and the foreign currency at the date of the transaction.

At the end of the reporting period:
. foreign currency menetary items are translated using the closing rate;
® hon-monetary items that are measured in terms of historical cost in a foreign currency are transiated using the
exchange rate at the date of the transaction; and
. non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at

the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at raté:
at which they were translated on initial recognition during the period or in previous financial stateme‘:yg :
or loss in the period in which they arise. 1Y

When a gain or loss on a non-monetary item is recognised to other comprehensive income and% cebmulated in equify,
exchange component of that gain or loss is recognised to other comprehensive income and acchmulated in i
gain or loss on a non-monetary item is recegnised in profit or loss, any exchange component of th%‘;‘@é{ngr@s@s
in profit or loss. WG %4

b
Cash flows arising from transactions in a foreign currency are recorded in Tanzanian Shillings by @M the g
currency amount the exchange rate between the Tanzanian Shilling and the foreign currency at the date df‘ﬂ;é:ia?hcf%r’;/’
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1.16 New standards and interpretations

(i} International Financial Reporting Standards and amendments effective for the first time for 31 December 2018

IFRS 16 — Leases

This standard repiaces the current guidance in IAS 17 and is a far reaching change in accounting by lessees in particular.

Under [AS 17, lessees were required to make a distinction batween a finance lease (on balance sheet) and an operating lease
(off balance sheet). IFRS 16 now requires lessess to recognise a lease liability reflecting future lease payments and a ‘right-of-
use asset’ for virtually all lease contracts. The IASB has included an optional exemption for certain short-term leases and
leases of low-value assets; however, this exemption can only be applied by lessees.

For lessors, the accounting stays almost the same., However, as the IASB has updated the guidance on the definition of a
lease (as well as the guidance on the combination and separation of confracts), lessors will also be affected by the new

standard.

At the very least, the new accounting model for lessees is expected to impact negotiations between lessors and lessees. Under
IFRS 16, a contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

IFRS 16 supersedes IAS 17, ‘Leases’, IFRIC 4, ‘Determining whether an Arrangement contains a Lease’, SIC 15, ‘Operating
Leases — Incentives' and SIC 27, ‘Evaluating the Substance of Transactions Invalving the Legal Form of a Lease'.

The Company does not have material lease agreements hence there are no consequential impact in the financial statements.

(i} International Financial Reporting Standards, interpretations and amendments issued but not effective for December 2019
year-end

Amendment to IAS 1, ‘Presentation of financial statements’ and IAS 8, '‘Accounting policies, changes in accounting
estimates and errors’ on the definition of material.

These amendments to IAS 1 and |AS 8 and conseguential amendments to other IFRSs:

= use aconsistent definition of materiality through IFRSs and the Conceptual Framework for Financial Reporting;
= clarify the explanation of the definition of material: and

» incorporate some of the guidance in IAS 1 about immaterial information.

The amended definition is:

“Information is material if omitting, misstating or obscuring it could reasonably be expected to influence decisions that the
primary users of general purpose financial statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity.”

Amendment to IFRS 3, ‘Business combinations’
This amendment revises the definition of a business. According to feedback received by the IASB, application of the current

guidance is commonly thought to be too complex, and it results in too many transactions qualifying as business combinations.
More acquisitions are likely to be accounted for as asset acquisitions.

e

R

To be censidered a business, an acquisition would have to include an input and a substaﬁ?{’fﬁg}g sothat together

significantly contribute to the ability to create outputs. The new guidance provides a framework jd%t.\fa te when an Ing }@nd a

substantive process are present (including for early stage companies that have not gener?}é@,’ utputs). To be a b\.ﬁ?p'ess
FEL ‘ot

without outputs, there will now need to be an organised workforce. / / s
Fi
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1.16 New standards and interpretations (continued)

IFRS 17, ‘Insurance contracts’

Early application is permitted for entities that apply IFRS 9, ‘Financial Instruments’, and IFRS 15, ‘Revenue from Contracts with
Customers', at or before the date of initial application of IFRS 17.

The IASB issued IFRS 17, ‘Insurance contracts’, and thereby started a new epoch of accounting for insurers. Whereas the
current standard, IFRS 4, allows insurers to use their local GAAP, IFRS 17 defines clear and consistent rules that will
significantly increase the comparabitity of financial statements. For insurers, the transition to IFRS 17 will have an impact on
financial statements and on key performance indicators.

Under IFRS 17, the general model requires entities to measure an insurance contract at initial recognition at the fotal of the
fulfiiment cash flows (comprising the estimated future cash flows, an adjustment to reflect the time value of money and an
explicit risk adjustment for non-financial risk) and the contractual service margin. The fulfilment cash flows are remeasured on a
current basis each reporting peried. The unearned profit (contractual servica margin) is recognised over the coverage period.

Aside from this general model, the standard provides, as a simplification, the premium allocation approach. This simplified
approach is applicable for certain types of contract, including those with a coverage period of one year or less.

For insurance contracts with direct participation features, the variable fee approach applies. The variable fee approach is a
variation on the general model. When applying the variable fee approach, the entity’s share of the fair value changes of the
underlying items is included in the contractual service margin. As a consequence, the fair value changes are not recognised in
profit or loss in the period in which they occur but over the remaining life of the contract.

Amendments to IFRS 9, Financial Instruments, IAS 39, Financial Instruments: Recognition and Measurement and IFRS 7,
Financial Instruments: Disclosure ~ Interest rate benchmark reform

These amendments provide certain reliefs in connection with interest rate benchmark reform (iBOR). The reliefs relate to
hedge accounting and have the effect that IBOR should not generally cause hedge accounting to terminate. However, any
hedge ineffectiveness should continue to be recorded in the income statement.
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Notes to the Financial Statements

2. Property, plant and equipment (continued)

Reconciliation of property, plant and equipment - 2018

Opening Additions Depreciation Closing
balance balance
Buildings 420,718 - (37,271) 383,447
Plant and machinery 3,288,412 288,275 (606,152) 2,980,535
Furniture and fixtures 553 - (346) 207
Mator vehicies 8,267 - (4,206) 4,061
Office equipment 19,209 - 4.711) 14,498
IT equipment 8,298 - - 6,298
Leasehold improvements 195,325 (6,587) 188,738
3,838,782 298,275 (659,273) 3,577,784
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Notes to the Financial Statements

2013 2018
TZS'000 TZS '000

3. Intangible assets

2019 2018
Cost AccumulatedCarrying value Cost  Accumulated Carrying value
amortisation amortisation
Computer software 176,417 (176,417) - 176,417 (176,417)
4. Loans and advances
Simba Plastic Company Limited - 1,826,540

The total amount paid comprises an advance towards the purchase of property from Simba Plastics Company Limited, The
process of transferring the legal ownership of the property is still under process. The Company expects to finalize the transfer
and obtain legal ownership of the property during the year 2020 as the required changes to the shareholding structure of the
Company is scheduled to be concluded in 2020.

The amount has been transferred to property, plant and equipment in the financial year 2019. This is due to the fact that Simba
Pipe Industries Limited is using the land and the Company enjoys economic benefits and has total controls of all operations
activities on the land thus qualify to be part of Property, plant and equipment.

5. Other financial assets

Shares in Synergy 100 100

6. Deferred tax

Deferred tax asset/(liability) {539,483) (392,888)

Reconciliation of deferred tax liability

At beginning of year (392,888) (480,482)
Taxable / (deductible) temporary difference movement on tangible fixed assets (462,695) 37.705
Taxable / (deductible) temporary difference movement on foreign exchange differences (42,027) (17.,628)
Taxable / (deductible) temporary difference on movement in provisions 358,127 67,517

(539,483) (392,888)

7. Inventories

Raw materials 3,227,404 1,808,728
Work in progress 41,835 78,526
Finished goods 1,910,671 703,974
Trading goods 582,421 500,745
Production supplies 3,565 2,879
Spare parts 125,472 128,225

27,530 36,702

Operating supplies

5,919,198 3,358,779
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SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Notes to the Financial Statements

2019 2018
TZS '000 TZS '000

8. Trade and other receivables

Financial instruments:

Trade receivables 8,690,678 7,994 651

Loss allowance (1,224 961) (106,805)
Trade receivables at amortised cost 7,465,717 7,887,846
Non-financial instruments:

VAT 808,435 -
Employee costs in advance 236,634 1,098,141

Prepayments and deposits 99,833 92,337

Other receivable 83,962 41,500

Total trade and other receivables 8,692,581 9,119,824

Aging of trade receivables
Trade receivables

0-30 days 2,254,623 1,669,065
31-60 days 266,300 860,288
61-90 days 462,360 501,267
91-180 days 1,768,285 777,570
181-360 days 1,626,530 2,447 188
361 days and above 2,311,880 1,739,265
Provision for doubtful debts (1,224,961} {106,805)

7,465,717 7,887,846

8. Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand 23,081 21,378
Bank balances 39,443 83,500
Bank overdraft (4,257,542) (4,246,584)

(4,195418)  (4,141,708)

Current assets 62,524 104,878
Current liabilities (4.257,942)  (4,246,5384)

Standard Chartered Bank Tanzania Limited Overdraft facilities terms and conditions:

During the year under review the Company switched its facilities from NBC to Standard Chartered Bank (SCB) Tanzania
Limited. NBC facilities attracted an interest of 7% per annum for the USD overdraft faciiity and 12.5% per annum for the TZS
overdraft facility. The new facilities with SCB attract interest at the rate of 8.72% per annum for the TZS facility and 7.2% per
annum for the USD facility.

The overdraft facilities have been obtained for the purpose of working capital. Interest is payable monthly in arrears. Tha
availability period is from the date of acceptance until 31 March 2020.

The overdraft facilities are secured by:

»  Afirst ranking debenture in favour of Standard Chartered Bank:
L Lo A

. ,_;‘ % _:-'_..-"ﬂ-

»  Directors personal guarantee from Jayesh G Shah fony@{fWQS.

1Ry, )

i Y
s Corporate guarantee from Sumaria Group Tanzani iL‘#‘iﬂK@d for all mcnigjs,
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SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Notes to the Financial Statements

2019 2018
TZS5 '000 TZS'000

8. Cash and cash equivalents (continued)
First ranking legal charge over Plot No. 88, 69 & 70 situated at Mbozi road in Dar es Salaam city INC DPI Simba Limited.

10. Share capital

Authorised

5,000,000 Ordinary shares of TZS 1,000 each 5,000,000 5,000,000
Issued

560,000 Ordinary Shares of TZS 1,000 each 560,000 560,000

11. Other financial liabilities

Held at amortised cost

Standard Chartered Bank Limited-TZS-Short term loan 650,000 977,846
Standard Chartered Bank Limited-USD-Short term loan 4,892,787 2,208,344
At amortised cost 5,542,787 3,185,990

Standard Chartered Bank Tanzania Limited Short term loans facility terms and conditions:
1. Short term foans facility: Amount USD 4,400,000 and TZS 2,500,000,000
Purpose: For working capital requirements
Pricing: For the USD 4,400,000 loan facility & Months Libor + 4% p.a
Pricing: For the TZS 2,500,000,000 loan facility 182 days T Bill + 4% p.a (to be fixed at 11% p.a and
repriced annually)
Terms and conditions

s Funds to be remitted directly to suppliers account, Alternatively, loan proceeds to be disbursed to client's account on a
reimbursement basis, against swift advices and invoices for paid amounts to suppliers.

e No new loan shall be allowed if the preceding loan is overdue.
e OQverdue loans shall attract penal interest.

< Arrangement fee will be payable upen the borrower's acceptance of the agreement and thereafter on each anniversary of
the date of the agreement (so long as any facility remains available to the borrower or the bank has any claim, actual or
coentingent against the Borrower in respect of any facility. The fees will be debited to the borrower's Account}.

The loans are secured by;

»  First ranking legal charge over the property located on Plot No. 68, 68 and 70 situated at Mbozi road in Dar es Salaam to
be registered to secure the sum of USD 4,545,088.

»  Afirst ranking debenture charge over the Company's fixed and floating assets to be registered to secure the sum of USD
4,545,088,

= Ail monies corporate guarantee by Sumaria Group Tanzania Limited.

¢ Allmonies personal guarantee by Jayesh Gulabchand Shah.,




SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Notes to the Financial Statements

2019 2018
TZS '000 TZS 000

12. Trade and other payables

Trade payables 2,439,657 2,055,524
Dividends payable 700,000 -
Accrued expenses 355,877 57,391
Other payables 324,140 371,444
Amount due to related parties 49,429 48,096
VAT - 26,112

3,869,103 2,558,567

Contract liabilities

Contract liabilities comprise advances received from customers.

Customer advances 1,322,054 1,360,283

Movement in contract liabilities

At 1 January 1,360,283 1,360,283
Customer advances amortised to revenue (1,360,283) -
Customer advances 1,322,054

At 31 December 1,322,054 1,360,283

13. Revenue

Manufactured goods 8,634,524 5,445 556
Traded goods 9,661,559 6,206,226
Traded goods - exp returns - (24,603)
Returns from sales (301,769)  (1,677,983)

17,894,314 13,949,196

14. Costof sales

Sale of goods 2,558,793 1,211,121

Raw material consumed 9,244 037 7,879,805
Employee costs 596,562 600,573
Other Direct Cost 62,766 -

Depreciation and impairment . 682,352 843,421

13,142,510 10,334,921

15.  Other operating income

4,678
18,596

23,274

Freight income
Other income




SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Notes to the Financial Statements

20189 2018
TZS '000 TZS'000
16. Other operating gains (losses)
Profit on disposal of praperty, plant and equipment 3,390 5,161
Net foreign exchange loss (117,565) (1680,082)
Total operating gains {losses) (114,175) (154,921)
17. Operating expenses
Technical advisory and management fees 148,916 94,708
Auditor's remuneration 31,344 35,726
Bank charges 161,236 134,669
Cleaning expenses 1,206 1,540
Consulting, legal and professional fees 120,133 38,356
System audit 3,441 -
Debt collection - 2172
Delivery expenses - 4,475
Depreciation 197,228 15,852
Donaticns 3,668 450
Employee costs 1,253,214 1,292,053
Board meeting expenses = 13,249
Other expenses 11,994 14,969
Medical expenses 11,782 6,677
Bad debts written off 451,651 -
Provision for bad debts 1,118,156 -
Domestic exp mkt expenses - 14,669
Provision for TRA audit 260,862 -
Property tax 250 4,403
SAP Support expenses 17,451 68,019
Fumigation expenses 1,130 390
Canteen expenses 70,372 80,870
Permit expenses 19,221 40,639
Loading expenses 4 445 4,715
Uniform expenses - 350
Licences & renewals 4,240 25177
Insurance expenses 77,827 58,310
IT expenses 9,580 39,480
Lease rentals on operating lease - warehouse 83,817 33,524
City service levy 50,777 44,729
Magazines, books and periodicals 2,284 1,181
Motor vehicle expenses 33,971 35,672
Local conveyance 2,051 1,381
Gemba kaizen expenses 582 151
Postage 2,432 2,311
Printing and stationary 6,656 7,752
Premotions 25,713 18,302
Bureau of standard fees - 588
Repairs and maintenance 3,587 76,284
Tender feas 2,102 3,701
Security 42,726 42,932
Subscriptions and membership fees 6,303 8,021
Telephone and fax 24,184 297
Training & seminar expenses 400
Freight outward local 124,406
Domestic travel expenses 2,672
33,058

Foreign travel expenses
Advertising




SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the vear ended 31 December 2018

Notes to the Financial Statements

2019 2018
TZS '000 TZS '000
18. Finance costs
Interest on bank overdraft 376,131 302,813
Interest on bank loan 197,047 260,814
Total finance costs 573,178 563,627
19. Taxation
Major components of the tax expense
Current
Local income tax - current period 225,712 284,786
Deferred
Originating and reversing temporary differences 146,595 (87,594)
372,307 197,192
Reconciliation of the tax expense
(Loss)/Profit before tax (685,424) 488,730
Tax at the applicable tax rate of 30% (2018: 30%) (205,627) 146,919
Tax effect of adjustments on taxahle income
Permanent differences 577,934 50,273
372,307 197,192
20. Cash generated from operations
(Loss)/profit before taxation (685,424) 488,730
Adjustments for;
Depreciation and amortisation 879,578 658,273
Other operating gain (3,393) (5,161)
Finance costs 573,178 563,627
Changes in working capital;
Inventories (2,560,418) (238,831)
Trade and other receivables 427,243 (2,155,264)
Trade and other payables* 610,536 358,072
Contract Liabilities (38,229) 1,360,283
(796,930} 1,032,729

“The change excludes dividend payable TZS 700 million.
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SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Notes to the Financial Statements

2019 2018
TZS '000 TZS '000

21, Related parties
Related party balances

Amount included in trade and other receivables (trade and other payables)

regarding related parties

Simba Plastics Company Limited - 1,826,540
Sumaria Group Tanzania Limited {(49,429) (27,004)

Silafrica Tanzania Limited {21,093)
Related party transactions

Purchases from related parties

Distribution and Warehousing Netwark Africa {Pty) Lid - 269,538
Silafrica Tanzania Limited 2,473 63,926
Sales to related parties

Silafrica Tanzania Limited 63,430

Technical fees paid to (received from) related parties

Sumaria Group Tanzania Limited 6,104 28,742
Compensation to directors and other key management

Key staff remuneration 1,174,714 1,232,389
Technical advisory and management fees

Sumaria Group Tanzania Limited 148,916 54,708
22, Tax paid

Balance at beginning of the year 150,225 (31,800)
Current tax for the year recognised in profit or loss (225,712) (284,788)
Balance at end of the year (146,058) (150,225)

(221,545) (466,811)

23. Contingencies
The directors are of the opinion that there are no contingent liabilities as at the year end.
24. Comparative figures

Where necessary, comparatives figures have been reclassified to conform to changes in the presentation in tha current year.
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SIMBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Notes to the Financial Statements

25. Risk management
Financial risk management

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate risk,
cash flow interest rate risk and price risk), credit risk and liquidity risk.

Credit risk

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The Company
only deposits cash with major banks with high quality credit standing and limits exposure to any one counter party.

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independant rating, risk
control assesses the credit quality of the customer, taking into account its financial position, past experience and other factors.
Individual risk limits are set based on internal or external ratings in accordance with limits set by the board. The utilisation of
credit limits is regularly monitered. Sales to retail customers are settled in cash or using major credit cards. Credit guarantee
insurance is purchased when deemed appropriate.

Financial assets exposed to credit risk at year end were as follows:

2019 2018
Financial instrument TZS'000 TZ5'000
Trade and other receivables 7,465717 7,887,846
Cash and cash equivalents 62,524 104,878

Liquidity risk

Liquidity risk is the risk that the Company will not have sufficient funds to meet fiabilities. The Company manages liquidity risk
through an ongoing review of future commitments and credit facilities. Cash flow forecasts are prepared and adequate utilised
borrowing facilities are monitored.

The table below analyses the Company’s financial liabilities and net settled derivative financial liabilities into relevant maturity
groupings based on the remaining period at the statement of financial position to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying
balances as the impact of discounting is not significant.

2013
Less than Total Carrying
1 year contractual amount
cash flow
Current liabilities
Trade and other payables 2,854,470 2,854,470 2,854,470
Other financial liabilities 11 5,542,787 5,542,787 5,542,787

Bank overdraft g 4 257,942 4,257,942 4,257,842




SIVIBA PIPE INDUSTRIES LIMITED

(Registration number 41028)
Financial Statements for the year ended 31 December 2019

Notes to the Financial Statements

25. Risk management (continued)

2018
Less than Total Carrying
1year contractual amount
cash flow
Current liabilities
Other financial liabilities 11 3,185,990 3,185,980 3,185,990
Trade and other payables 12 2,475,275 2475275 2475276
Bank overdraft 9 4,246,584 4,246,584 4,246,584

Foreign exchange risk
The Company does not hedge foreign exchange fluctuations.

The Company reviews its foreign currency exposure, including commitments on an ongoing basis. The Company does not
hedge foreign exchange fluctuations.

26. Going concern

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities,
centingent obligations and commitments will occur in the ordinary course of business.

27. Impactof COVID-18

The extent of COVID-1%'s effect on the Company's operational and financial performance will depend on future developments,
inciuding the duration, spread and intensity of the pandemic, all of which are uncertain and difficult to predict. Management is
currently evaluating the impact of the COVID-19 pandemic on the business and it is reascnably possible that the virus could
have a negative impact on the Company's revenue especially on export, thisis due to a fact that export logistic processes have
become difficult especially on borders hence foreign customers opt to use local suppliers in their countries. The specific impact
is not readily determinable as of the date of these financial statements. The financial statements do not include any
adjustments that might resuit from the outcome of this uncertainty.

28. Events after the reporting period

Tanzania Revenue Authority conducted a tax audit covering year of income 2014 to 2017 which commence on 13 December
2018 and was concluded on 29 April 2020 whereby the Company has agreed to pay tax liability amounting to TZS 261 million.
The Company has provided for the same amount as at year end 31 December 2019.

Thare are no transactions andfor events subsequent to the year end other than the one mentioned above and on note 27
requiring adjustments and/or disclosure.
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