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RUVUMA COAL LIMITED
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2019

DIRECTORS REPORT
INTRODUCTION

The Directors present their report together with the audited financial statements of the
Company for the year ended 31 December 2019.

PRINCIPAL BUSINESS ACTIVITIES
The principal activity of the company is that of prospecting, exploration and sale of Coal.

INCORPORATION

The Company was incorporated in the United Republic of Tanzania under Companies Act of
2002 as a private company limited by shares with registration number 128019.

FINANCIAL RESULTS

The financial results for the period are set out on page 9 of the financial statements. The
company made a loss of TZS 58,899,394 for the year ended 31 December 2019 (2018: Loss
of TZS 34,255,494,

DIRECTORS

The directors of the company at the date of this report all of whom have been in office since the
beginning of the reporting period, unless otherwise stated are:

SN |Name Nationality Position Age-
1 | Mr Ali Afif Fawaz Tanzanian Director 44
2 | Mr Ryan Weinand South African Director 44

During the year, 4 board meetings were held and the matters discussed include the
of FY 19 budgets, update on the business performance, and approval of the FY1
accounts.

SHAREHOLDING STRUCTURE
SN | Name Number Percent
1 Miss Fatma Hassan Abdulabari 8,000 40%
2 | Mr Ali Afif Fawaz 8,000 40%
3 | Mr Ryan Weinand 4,000 20%
DIVIDENDS

The Directors do not propose any payment of dividend for the year ended 31* December
2019.

DIRECTOR’S INTEREST
During the year, no conflict of interest existed between the Directors and the

Company. The details on related party transactions are disclosed in note 19 of
these financial statements.
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EMPLOYEES' WELFARE

The company communicates with its employees through regular management and staff
meetings and through circulars and in-house newsletters.

A training program is drawn up every year to cater for all grades of staff. Training is mainly
conducted in-house.

CORPORATE GOVERNANCE
The Board of Directors of the company is responsible for ensuring that the company
complies with the laws of Tanzania as well as the highest standards of corporate

governance and universally accepted business ethics.

RISK MANAGEMENT AND INTERNAL CONTROL

i} Risk and internal control assessment

The Company has an enterprise risk management procedures that outlines roles and
responsibilities of various officers in the risk management process. Plans are currently
underway to develop risk management operational guidelines (manual) for the day-to-day
management of risks. In addition, the audit function assists management with risks
assessment and mitigation.

ii) Safeguarding of Company’s Assets

Assets was recorded.
iiij Compliance with Laws and Regulations

The principal functions and operations of the Company are gove
2002, the Income Tax Act 2004 and its Regulation 2004.

compliance with other applicable laws and regulations that would have material impact on
the Company.

iv) Reliability of Accounting Records
The Company has competent staff who have adequate experience with the financial
environment. Proper books of accounts have been maintained and the financial statements

are prepared and presented in compliance with the International Financial reporting
Standards (IFRS).

ADMINISTRATIVE EFFICIENCY

The current company's management has requisite skills and competence is therefore
capable of handling all administrative matters efficiently.
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SOLVENCY

The director confirms that applicable accounting standards have been followed and that the
financial statements have been prepared on a going concern basis. The directors have
reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. The company had a liability at 31* December 2019
amounting to TZS 1,218,778 million (2018: TZS 442,214 million) and a total asset was TZS
1,259,354 million (2018: TZS 541,842 million).

The Company's state of affairs as at 31 December 2019 is shown in the accompanying
statement of financial position. The Directors consider the Company to be solvent on the
basis of the working capital position.

AUDITORS

The auditors, Green Mark International have expressed their willingness to continue in office
and are eligible for re-appointment. A resolution proposing their re-appointment as the
company’s auditors for the subsequent year will be put to the Annual General Meeting.

BY ORDER OF THE BOARD
= Vi —
- M — =8
Mr Ryan Weinand Mr Ali Afif Fawaz
Director Director ,
Date 42 |V 6|20 Date QJ—\ 06 | 20w
[ t
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RUVUMA COAL LIMITED
STATEMENT OF DIRECTORS RESPONSIBILITY
FOR THE YEAR ENDED 31 DECEMBER 2019

STATEMENT OF DIRECTORS RESPONSIBILITY

The Companies Act, 2002 requires the directors to prepare financial statements for each
financial period, which give a true and fair view of the state of affairs of the company as at
the end of the financial period and of its operating results for that period. It also requires the
directors to ensure that the company keeps proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the company. The directors are
also responsible for safeguarding the assets of the company.

The directors are responsible for the preparation of financial statements that give a true and
fair view in accordance with International Financial Reporting Standards and the
requirements of the Companies Act 2002, and for such internal controls as directors
determine are necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

The directors accept responsibility for the period's financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent
judgments and estimates, in conformity with International Financial Reporting Standards and
in the manner required by the 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 of its operating results. The directors further accept responsibility for the
maintenance of accounting records that may be relied upon in the preparation of financial
statements, as well as adequate systems of internal financial control.

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

— — T —

Mr'Ryan Weinand Mr All Afif Fawaz
Director Director
Date &% ‘lbg !.20?—0 Date £2 ; 06,2-020




RUVUMA COAL LIMITED
DECLARATION OF THE HEAD OF FINANCE
FOR THE YEAR ENDED 31 DECEMBER 2019

DECLARATION OF THE HEAD OF FINANCE

The National Board of Accountants and Auditors (NBAA) according to the power conferred
under the Auditors and Accountants (Registration) Act. No. 33 of 1972, as amended by Act
No. 2 of 1995, requires financial statements to be accompanied with a declaration issued by
the Head of Finance/Accounting responsible for the preparation of financial statements of
the entity concerned.

It is the duty of a Professional Accountant to assist the Board of Directors to discharge the
responsibility of preparing financial statements of an entity showing true and fair view of the
entity position and performance in accordance with applicable International Accounting
Standards and statutory financial reporting requirements. Full legal responsibility for the
preparation of financial statements rests with the Board of Directors as under Directors
Responsibility statement on page 4.

| Mussa Loyde, being Senior Accountant of Ruvuma Coal Limited hereby acknowledges
responsibility of ensuring that financial statements for the year ended 31 December 2019
have been prepared in compliance with the International Financial Reporting Standards
(IFRS) and the Companies Act No 12 of 2012.

| thus confirm that the financial statements give a true and fair view position of Ruvuma Coal
Limited as on that date and that they have been prepared based on properly maintained
financial records.

Signed by:

@/,

Name: CPA Mussa Loyde
Position: Senior Accountant
NBAA Membership No: GA 4809

Date: 12\05 \ 202
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Green Mark International

Urafiki Flats / Along Morogoro Road

Certified Public Accountants and Auditors Block E Room No. 17, Ground Floor
Unlocking business potential P. 0. Box 12172, Dar es Salaam
Tel:+255 742 208193 / 755 986589
ting . Tax . Management Consultancy and Assurance Services Email:info@greenmarkinternational.com

Independent auditor’s report
To the Ruvuma Coal Limited
Report on the audit of the financial statements

QOur opinion

In our opinion, the financial statements give a true and fair view of the financial position of Ruvuma
Coal Limited as at 31 December 2019 and 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, CAP 212 Act No. 12 of 2002.

What we have audited

The financial statements of Ruvuma Coal Limited are set out on pages 9 to 26 comprise:

* the statement of financial position as at 31 December 2019;

* the statement of comprehensive income for the year then ended:

* the statement of changes in equity for the year then ended:

* the statement of cash flows for the year then ended: 'and

* the notes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with international /:..---:. uditing (ISAs). Our
responsibilities under those standards are further described in thes® Noonsibilities for the
audit of the financial statements section of our report.

We believe that the audit evidence we have obtained is suffig
for our opinion.

Independence

We are independent of the Company in accordance with t
Accountants’ Code of Ethics for Professional  Accoll\fents (IESBY
requirements of the National Board of Accountants and Au o} p (N

of the financial statements in Tanzania. We have fulfilled
accordance with the IESBA Code.

'li:‘ A __',1?’ are relevant to our audit
Setwrer ethical responsibilities in

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and the requirements of the Companies
Act, CAP 212 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 abiiity 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
10 cease operations, or have no realistic alternative but to do so.

The directors are responsible for overseeing the financial reporting process.
Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole 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 I1SAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material

if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

Identify and assess the risks of material misstaiement of the financial statements, whether due to
fraud or error, design and perform audit procecures 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, rpisFEDTERRRtations, or the
override of internal control.

Obtain an understanding of internal control relevan: to the audit in /e
that are appropriate in the circumstances, but not for the purposg Offion on the
effectiveness of the internal control. 2 )

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

Conclude on the appropriateness of the directors’ use of the goiNg' e of accounting and,
based on the audit svidence obtained, whether = material unceX3MIRe®s related to events or
conditions that may cast significant doubt on the ability to continue as a going concern. If we
conclude that a material uncertainty exists. we are required to draw attention in our auditor's report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's

report. However, future events or conditions may cause the Company to cease to continue as a
going concern.

Evaluate the overali presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statemnents represent the underlying transactions and events
in @ manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of

the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

(7)



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 Companies Act, CAP 212 Act No. 12 of 2002 and for no other purposes.

As required by the Companies Act, CAP 212 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
company 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 r%@peténg]ﬁ_ the foregoing requirements, we have no matter to
report. 0 \,&%K

Signedby Ve SV
CPA John Muyegetg O~
ACPA PP No 2914 *-
For and on behalf of Green mark international
Certified yc Accpuntants

Date ) & f o

Dar es Salaam

(8)



RUVUMA COAL LIMITED
REPORT AND FINANCIAL STATEMENTS
AS AT 31 DECEMBER 2019

Statement of profit or loss and other comprehensive income

2019 2018

Note TZS "000" TZS "000"

Other Operating Expenses 5 (58,899) (34,255)
Profit /(Loss) for the period (58,899) (34,255)
Tax expense - -
Total Comprehensive profit /(loss) (58,899) (34,255)

for the period

The notes on pages 13 to 24 are an integral part of these financial statements.
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RUVUMA COAL LIMITED
REPORT AND FINANCIAL STATEMENTS
AS AT 31 DECEMBER 2019

Statement of financial position as at 31 December 2019

2019 2018
Note TZS "000" TZS "000"
ASSETS
Non current assets
Property, plant and equipment 6 569,815 424 656
Current assets
Inventories (WIP) 7§ 115,008 -
Trade and other receivables 8 431,644 -
Cash at bank and in hand 9 142,888 117,186
Total Current Assets 689,540 117,186
Total Assets 1,259,355 541,842
EQUITY AND LIABILITY
Equity
Share capital 150,000 150,000
Retained earnings (109,271) (50,372)
40,729 99,628
Liabilities
Current liabilities
Trade and other payables 10 5,091 -
Borrowings 11 1,213,534 442 214
1,218,625 442 214
Total liabilities 1,218,625 442 214
Total Equity and Liabilities 1,259,355

5 S —
Mr Ryan Weinand Mr Ali Afif Fawaz
Director Director
Date 22 \\D G’\I 2020 Date 23-\\06 \.')-O‘?-O

The notes on pages 13 to 24 are an integral part of these financial statements.

(10)
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RUVUMA COAL LIMITED
REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

Statement of cash flows

2019 2018
TZS "000™ TZS "000"
Cash flow from operating activities
Net profit for the year (58,899) (34,255)
Adjusted for
Depreciation 1,113 2,813
(57,786) (31,443)
Cash flow from working capital
(Increase)/decrease in stock (WIP) (115,008) -
(Increase)/decrease in prepayments (431,644)
Increase in creditor and accruals 5,091 72,634
Increase/(decrease) in VAT payable -
(541,560) 72,634
Cash flow generated from operation activities (599,346) 41,191
Net cash utilized in operation (599,346) 41,191
Cash flow from investing activities
Purchases of fixed assets (146,272) (52,500)
Cash flow from financial activities
Additional loan from Director 771,320 -
771,320
Net Charges in cash & cash equivalent 25,702 (11,308)
Cash and cash equivalent at 1.1.2019 117,186 128,495
Cash and cash equivalent at 31.12.2019 142,888

The notes on pages 13 to 24 are an integral packefthese financial statements

R
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RUVUMA COAL LIMITED
REPORT AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Notes

1

(a)

General information

Ruvuma Coal Limited is a limited liability company incorporated in Tanzania under the
Companies Act 2002. The addresses of its registered office and principal place of business are
disclosed in the corporate information page of this report. The principal activities of the company
are described in the report of the directors.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set
out below. These policies have been consistently applied to all years presented, unless
otherwise stated.

Basis of preparation

The financial statements of Ruvuma Coal Limited have been prepared in accordance with the
International Financial Reporting Standards (IFRSs) and its interpretations adopted by the
International Accounting Standard Board (IASB). The financial statements have been prepared
on going concern basis under the historical cost convention except where otherwise stated in
the accounting policies below. The financial statements are presented in Tanzania Shillings
(TZS), rounded to the nearest thousand.

The preparation of financial statements in conformity with International Financial Reporting
Standards requires the use of certain critical accounting estimates. It also requires management
to exercise its judgment in the process of applying the Company's accounting policies. The
areas involving a higher degree of judgment or complexity, or where assumptions and estimates
are significant to the financial statements, are disclosed in Note 3.

Changes in accounting policy and disclosures
(i) New and amended standards adopted by the company

The following standards and amendments have been applied by the company for the first time
for the financial year beginning 1 January 2016:

¢ IFRS 13 confirms that short-term receivables and payables can continue to be measured at
invoice amounts if the impact of discounting is immaterial.

e |FRS 13 - clarifies that the portfolio exception in IFRS 13 (measuring the fair value of a
group of financial assets and financial liabilities on a net basis) applies to all contracts within
the scope of IAS 39 or IFRS 9

+ IAS 16 and IAS 38 — clarifies how the gross carrying amount and accumulated depreciation
are treated where an entity measures its assets af revalued amounts

* IAS 24 — where an entity receives management personnel services from a third party (a
management entity), the fees paid for those services must be disclosed by the reporting entity,
but not the compensation paid by the management entity to its employees or directors.

* IAS 40 - clarifies that IAS 40 and IFRS 3 are not mutually exclusive when distinguishing

between investment property and owner-occupied property and determining whether the
acquisition of an investment property is a business combination.

(13)




RUVUMA COAL LIMITED
REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

Notes (continued)
2 Summary of significant accounting policies (continued)
(a) Basis of preparation (continued)
Changes in accounting policy and disclosures (continued)
(ii) New standards and interpretations not yet adopted

A number of new standards and amendments to standards and interpretations are effective for
annual periods beginning after 1 January 2016, and have not been applied in preparing these
financial statements. None of these is expected to have a significant effect on the financial
statements of the company, except the following set out below.

IFRS 9, ‘Financial instruments’, addresses the classification, measurement and recognition of
financial assets and financial liabilities. The complete version of IFRS 9 was issued in July 2014,
It replaces the guidance in IAS 39 that relates to the classification and measurement of financial
instruments. IFRS 9 retains but simplifies the mixed measurement model and establishes three
primary measurement categories for financial assets: amortised cost, fair value through OCI and
fair value through P&L. The basis of classification depends on the entity's business model and
the contractual cash flow characteristics of the financial asset. Investments in equity instruments
are required to be measured at fair value through profit or loss with the irrevocable option at
inception to present changes in fair value in OCI not recycling. There is now a new expected
credit losses model that replaces the incurred loss impairment model used in IAS 39. For
financial liabilities there were no changes to classification and measurement except for the
recognition of changes in own credit risk in other comprehensive income, for liabilities designated
at fair value through profit or loss. IFRS 9 relaxes the requirements for hedge effectiveness by
replacing the bright line hedge effectiveness tests. It requires an economic relationship between
the hedged item and hedging instrument and for the ‘hedged ratio’ to be the same as the one
management actually use for risk management purposes.

Contemporaneous documentation is still required but is different to that currently prepared under
IAS 39. The standard is effective for accounting periods beginning on or after 1 January 2018.
Early adoption is permitted. The company is yet to assess IFRS 9's full impact.

IFRS 15, ‘Revenue from contracts with customers’ deals with revenue recognition and
establishes principles for reporting useful information to users of financial statements about the
nature, amount, timing and uncertainty of revenue and cash flows arising from an entity's
contracts with customers. Revenue is recognised when a customer obtains control of a good or
service and thus has the ability to direct the 'use and obtain the benefits from the good or service.
The standard replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related
interpretations. The standard is effective for annual periods beginning on or after 1 January 2018
and earlier application is permitted. The company is assessing the impact of IFRS 15,




RUVUMA COAL LIMITED
REPORT AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019

Notes (continued)

2

(a)

Summary of significant accounting policies (continued)
Basis of preparation (continued)

Changes in accounting policy and disclosures (continued)
(i) New standards and interpretations not yet adopted (continued)

IFRS 16, ‘Leases’ sets out the principles for the recognition, measurement, presentation and
disclosure of leases. The objective is to ensure that lessees and lessors provide relevant
information in a manner that faithfully represents those transactions. In the new standard,
lessees will be required to recognise assets and liabilities arising from all leases (with limited
exceptions) on the balance sheet. The model reflects that, at the start of a lease, the lessee
obtains the right to use an asset for a period of time and has an obligation to pay for that right.
Exceptions have been provided for short-term leases (less than 12 months), and leases for
which the underlying asset is of low value (such as laptops and office furniture). A lessee will be
required to measure lease liabilities at the present value of future lease payments and recognise
an equivalent lease assets including costs directly related to entering into the lease. Lease
assets will be amortised in a similar way to other assets such as property, plant and equipment.
This approach will result in a more faithful representation of a lessee’s assets and liabilities and.,
together with enhanced disclosures, will provide greater transparency of a lessee’s financial
leverage and capital employed. Lessor accounting has not substantially changed in the new
standard. 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 Involving the Legal Form of a Lease’. The standard
is effective for annual periods beginning on or after 1 January 2019 and earlier application is
permitted.

IAS 1, ‘Presentation of financial statements’ These amendments are as part of the IASB
initiative to improve presentation and disclosure in financial reports. Effective for annual periods
beginning on or after 1 January 2018.

Annual improvements 2018. These set of amendments, effective 1 January 2018, impacts 4
standards:

. IFRS 5, ‘Non-current assets held for sale and discontinued operations’ regarding
methods of disposal.

. IFRS 7, ‘Financial instruments: Disclosures’, (with consequential amendments to
IFRS 1) regarding servicing contracts.

. IAS 18, ‘Employee benefits' regarding discount rates.
e |AS 34, ‘Interim financial reporting’ regarding disclosure of information

There are no other IFRSs or IFRIC interpretations that
expected to have a material impact on the company.

et effective that would be




RUVUMA COAL LIMITED
REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

Notes (continued)
(b) Functional currency translation
() Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary
economic environment in which the entity operates (the “functional currency’). The financial
statements are presented in Tanzania Shillings that is the company’s functional currency.

(i) Transactions and balances

Foreign currency transactions are translated into the functional currency of the company using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses
resulting from the setlement of such transactions and from the translation at year-end exchange
rates of monetary assets and liabilities denominated in foreign currencies are recognised in the
profit or loss.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
recognized in profit or loss within foreign exchange gains and losses’. All other foreign exchange
gains and losses are presented in the profit or loss within ‘other income'.

(c) Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and

represents amounts receivable for goods supplied, stated net of value-added tax (VAT),
returns, rebates and discounts,

The company recognises revenue when the amount of revenue can be reliably estimated,
with conditions that it is probable that future economic benefits will flow to the company and
when specific criteria have been met for each of these activities. The company bases its
estimates on historical results, taking into consideration the type of customer, the type of
transaction and the specifics of each arrangement.

Revenue is recognised as follows:

Sales are recognised in the period in which the company has rendered services to the
customer, where the outcome of transaction can be estimated reliably, then revenue
associated with the transaction is recognised with reference to the stage of completion of the
transaction at the end of the reporting period.

The outcome of transaction can be estimated with reliably when all conditions mentioned
above are met.

-

(d) Current and deferred income tax

The tax expense comprises of deferred income tax. Tax is recognised in profit or loss, except
to the extent that it relates to items recognised in other compreb@&RsiwaNncome or directly in
equity. In this case, the tax is also recognised in other co?\en vEANROmMe or directly in

equity respectively.

(16)



RUVUMA COAL LIMITED
REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

Notes (continued)

(d) Current and deferred income tax (Continued)

a)  Current income tax

The current income tax charge is calculated on the basis of the tax enacted or
substantively enacted at the reporting date. The directors periodically evaluate positions
taken in tax returns with respect to situations in which applicable tax regulation is
subject to interpretation. It establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

b)  Deferred income tax

Deferred income tax is recognised, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantively enacted at the reporting date and are expected to apply

when the related deferred income tax asset is realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised only to the extent that it is probable that

future taxable profits will be available against which the temporary differences can be
utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable
right to offset current tax assets against current tax liabilities and when the deferred
income taxes assets and liabilities relate to income taxes levied by the same taxation
authority on either the same taxable entity or different taxable entities where there is an
intention to settle the balances on a net basis.

(e) Equipment and motor vehicles

All Properties and equipment are stated at historical cost less depreciation. Historical cost
includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the company and the cost of the item can be measured reliably.
The carrying amount of the replaced part is derecognised. All other repairs and

maintenance are charged to "profit or loss during the financial period in which they are
incurred. E

Depreciation on assets is calculated using both the straight-line and reducing balance
method to allocate their cost or revalued amounts to their residual values over their
estimated useful lives, as follows:

ltemRate %

Motor Vehicle25%

The assets’ residual values and useful lives are review

iAppropriate, at
the end of each reporting period.

Notes (continued)



RUVUMA COAL LIMITED
REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

(f) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost comprises
purchase price and related grocery expenses.

Net realisable value represents the estimated selling price (if applicable) in the ordinary
course of business, less selling expenses. Provision is made for obsolete, slow moving and
defective inventories.

(g) Employee benefits
(i) Statutory defined contribution pension scheme

The company also contributes to a statutory defined contribution pension scheme, the
National Social Security Fund (NSSF). Contributions are determined by local statute and
are currently at 20% of the basic pay per employee per month in Tanzania.

(ii) Other employee entitlement

Employee entitlements to annual leave are recognised when they accrue to employees.
Provision is made for the estimated liability in respect of annual leave accrued at the end of
the reporting year.

(h) Financial assets
(i) Recognition

A financial instrument is a contract that gives rise to both a financial asset of one enterprise and a
financial liability of another enterprise. The company recognises loans and receivables on the date
when they are originated. These assets are initially recognised at fair value plus any directly
attributable transaction cost. Subsequent to initial recognition, they are measured at amortised
cost using the effective interest method.

(i) Classification and measurement

The company classifies its financial assets into loans and receivables while financial liabilities are
classified into other financial liabilities. Management determines the appropriate classification of
its financial instruments at the time of purchase and re-evaluates its portfolio on a regular basis to
ensure that all financial assets are appropriately classified.

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are included in current assets, except
for maturities greater than 12 months after the end of the reporting period. These are
classified as non-current assets. The Company's loans and receivables comprise ‘trade and
other receivables’ and ‘cash and cash equivalents’ in the statement of financial position.

Other financial liabilities

Other financial liabilities are measured at amortised co [Tegile interest method. Other

(h) Financial assets (Continued)
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(1)

(k)

(n) Share capital

(o) Cash and cash equivalents

(ii) De-recognition

A financial asset is derecognised when the company loses control over the contractual rights
that comprise that asset. This occurs when the rights are realised, expire or are surrendered.
A financial liability is derecognised when it is extinguished, cancelled or expires.

(iv) Offsetting of financial assets and liabilities

Financial assets and liabilities are offset and the net amount reported on the statement of
financial position when there is a legally enforceable right to set-off the recognised amount
and there is an intention to settle on a net basis, or to realise the asset and settle the liability
simultaneously.

(v) Fair value of financial assets and liabilities

Fair value of financial assets and financial liabilities is the price that would be received to sell an
asset or paid to transfer a liability respectively in an orderly transaction between market participants
at the measurement date.

Provisions

Provisions are recognised when the company has a present legal or constructive obligation as a
result of past events; it is probable that an outflow of resources will be required to settle the
obligation; and the amount has been reliably estimated. Restructuring provisions comprise lease
termination penalties and employee termination payments. Provisions are not recognised for
future operating losses.

Trade receivables
Trade receivables are amounts due from customers for services performed in the ordinary course
of business. If collection is expected in one year or less (or in the normal operating cycle of the

business if longer), they are a classified as current asset. If not, they are presented as non-current
assets.

Trade receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method less provision for impairment.

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Accounts payable are STH as current liabilities if

If not, they are presented as non-current liabilities.

Payables are recognised initially at fair value and subsequeg
the effective interest method.

Ordinary shares are classified as share capital in equity

Cash and cash equivalents include cash in hand, deposits held at call with 'banks, other short-
term highly liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

(19)
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3 Critical accounting estimates and judgements
(i) Critical accounting estimates and assumptions

Estimates and judgements are continually evaluated and are based on historical experience
and other factors, including experience of future events that are believed to be reasonable
under the circumstances.

The company makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year are addressed
below.

Depreciation rates

The company depreciates its assets over their estimated useful lives, as more fully described
in the accounting policy for property, plant and equipment. The estimation of the useful lives
of assets is based on historic performance as well as expectations about future use and
therefore requires a significant degree of judgement to be applied by management. The
actual lives of these assets can vary depending on a variety of factors, including technological
innovation, product life cycles and maintenance programmes.

Taxation

Judgment is required in determining the provision for income taxes due to complexity of
legislation.

There are many transactions and calculations for which ultimate tax determination is
uncertain during the ordinary course of business. The company recognises liabilities for
anticipated tax audit issues based on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different from the amounts that were initially
recorded such differences will impact the income tax and deferred tax provision in the period
in which such determination is made.

(ii) Critical judgements in applying accounting policies
In the process of applying the company's accounting policies, directors have made
judgements in determining:
+ whether financial and non-financial assets are impaired.
o determination of net realisable value of inventories

4 Financial risk management objectives and policies

management. .
(a) Market risk

(i) Foreign exchange risk

The company transacts with other companies in currencies oths
and is therefore subject to foreign exchange risk.

(it) Price risk

(20)
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The company does not hold any financial instruments subject to price risk.
(i) Cash flow and fair value interest rate risk

The company does not hold any interest-bearing instrument hence it is not faced with interest
rate risks.

(b) Credit risk

Credit risk arises from cash and cash equivalents and deposits with banks and financial
institutions as well as credit exposures to customers, including outstanding receivables and
committed transactions. Credit risk is the risk that counterparty will default on its contractual
obligations resulting in financial loss to the company.

The finance team manages credit risk. Credit risk arises from cash at bank and short-term
deposits with banks, as well as trade and other receivables. The Company does not have any
significant concentrations of credit risk.

For banks and financial institutions, only reputable well-established financial institutions are
accepted.

The following table represents a worst-case scenario of credit risk exposure to the company at 31

December 2019.
Maximum exposure to credit risk 2019 2018
TZS”7000” TZS"000"
Cash in hand and at bank 142,888 117,186
Trade and other receivables 431,644 -
574,532 117,186

(c) Liquidity risk

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they
fall due. The company's approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the company's reputation.

The company ensures that it has sufficient cash on demand to meet expected operational
expenses, including the servicing of financial obligations; this excludes the potential impact of
extreme circumstances that cannot reasonably be predicted, such as natural disasters.

The table below analyses the company's fmanmal Ilahllmes that will be setiled on a net basis into
relevant maturity groupings based on the -1-- lad at the balance sheet date to the
contractual maturity date. The amounts ‘ s& in 4 ab}e below are-the contractual
undiscounted cash flows. Balances due wi 2] months -‘ \- their carrying amounts, as the
impact of discounting is not significant.

2019 - 2018

Liabilities less than 1 year TZS°000 TZS'000
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Trade and other payables 5,091

Borrowings
The borrowings are analyzed as follows:

Non-current
Director's account x 4

Current
Director's account 1,213,534 425,237

1,213,534 425,237

(d) Capital risk management

The Company’s objectives when managing capital are to safeguard the company’s ability to
continue as a going concern in order to provide returns for shareholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the amount of
dividends paid to shareholders, issue new shares, or sell assets to reduce debt.

2019 2018
TZS "000" TZS "000"

5 Other Operating Expenses
Audit fee 847 500
Professional Fees 9,890 -
BRELA Fees 251 -
Bank Charges 1,735 1,104
General Expenses 8,395 -
Legal Fee 8,142 L
Licensing 2,238 4,949
Rent Expenses 3,600 3,600
Stamp Duty 36 36
Travelling 12,650 20,577
Motor Vehicle running expehses - 677
Vehicle Hiring Charges 4,819 -
Forex Gain/Loss 5,183 -
Depreciation o 1,113 - 2,813
58,899 34,255

(22)
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Notes (continued)

2019 2018
TZS "000" TZS "000"
7 Inventories
WIP - Direct costs incurred in mineral extractions 115,008 -
115,008 -
8 Trade and other receivables
Advance to TNR Limited 419,664 -
Advance to Other Suppliers 11,980 -
431,644 -
9 Cash in hand and at bank
Cash in hand 53,893 82,688
Cash at Bank 88,995 34,499
142,888 117,186
10 Trade and other payables
Audit fees 847 500
Other Payables 4,244 16,477
5,091 16,977
11 Borrowings
The borrowings are analyzed as follgigar
Current
Loan (Director) 1,213,534 404,194
Loan (Director) - 21,043
1,213,534 425237
Total borrowings 1,213,534 425237

12 Subsequent Events

There were no significant events, which occurred subsequent to the year-end, which
required disclosure in, or adjustment to the financial statements.

13 Contingent Liabilities

There was no contingent liabilities occurred during the year or subsequent to the
year-end, which required disclosure or adjustment to the financial statements.

14 Capital Commitments

There were no capital commitments that existed at the year-end.
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APPENDIX

RUVUMA COAL LIMITED
INCOME TAX COMPUTATIONS

FOR THE YEAR ENDED 31 DECEMBER 2019

PROFIT BORE TAX

ADD: NON-DEDUCTIBLE EXPENSES
Permanently disallowable expenditure
Increase in general provisions

Loss on sale of property, plant & equipment
Unrealised exchange gain (prior year)
unrealised exchange loss (current year)
Depreciation

TOTAL NON-DEDUCTIBLE ITEMS

LESS: DEDUCTIBLE ITEMS

Wear and tear allowance

Depreciation over charged in prior years now adjusted
Profit on sale of fixed assets

Release of general provisions

Unrealised exchange gain (current year)

Unrealised exchange loss (prior year) now realised
Interest income

Net surplus of rental income

TOTAL DEDUCTIBLE ITEMS

TAXABLE INCOME BEFORE LOSS BROUGHT FORWARD

TAXABLE LOSS BROUGHT FORWARD

TOTAL TAXABLE INCOME / TAXABLE (LOSS) CARRIED FORWARD

WEAR AND TEAR SCHEDULE

W.D.V at 1.01.2019
Additions

Disposals

Subtotal

Wear & tear allowance
W.D.V at 31.12.2019

(58,899)
5,183
1,113
6,297
1,113
1,113
(53,716)
34,255
87,972
Class Il Total
25.0%

TZS TZS
4,454 4,454
4,454 4,454

(1,113) (1.113)
3,340 3,340
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