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'REPORT OF THE DIRECTORS
_ FOR THE YEAR ENDED 31 DECEMBER 2000
7|5 .1. The Directors present their report together with the audited financial statements for the year ended 31-December=——""""" 4
; 2000 s : ‘_”"V_T_—_“__A SRR S . ¢ , A
i 2. Principal Activities
i; 4 Th'c principal activities .of iﬁe'compariy continue to be the ‘prodiction and sale of industrial gases, wielding
¢ - equipment and related accessories. : : L y :
L3, Results and appropriation L :
% The company made a loss of Tzs. 440 million (1999: Loss Tzs. 1.76 billion), for the period ended 31 December
! 2000. The directors do not recommend payment of a dividend.
|
1( L ( Board of Directors
i -+ The directors who served during the year were as follows: -
Name - Nationality Date of r.slgnaﬂoh Date of appointment Posttion q
o . . v‘
Mr. A.B.S. Kilewo Tanzanian 16 April 1999 _ Chairman i
» Mr.H. K. Senkoro . Tanzanian X 16 April 1999 Vice Chairman '
Mrs. E. Mlaki _ Tanzanian : 16 April 1999
| Mrs.S.J Mbatia Tanzanian 16 April 1999
i Mr.P.L.Machunde Tanzanian E o 16:April 1999
A Mr.A.G.A Masambu  Tanzanian o 16 April 1999
! Mrs.N S.Inyangete ‘Tanzanian St April 1999 -
|~ ‘MrKJagannathan  Indian 16 April 1999
“Mr: V.Rweyemamu  Tanzanian 16 April 1999
| ., Mr. D.E Mattaka Tanzanian 28 September 2000 L
i - Mr. S.Mworia Tanzanian © 16 April 1999
! Mr.R:AiMakobwe Tanzanian
! Mr. L.Beza Malawian (Deceased) .
~, _ MNN Tarizani 28 September 2000
T MeS.K Juma Tanzanian . 16 April 1999
| Mr.HN. Pehimwa  Zimbabwean 5 July’2000
‘! ” '
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‘Dircctors' interests

The Dircctors® interests in the issucd sharc capital of the company as at 31 December 2000 were as
follows: . ‘

by Nuniber +. Nominal Value

' . S s o . (Tzs000
E.Mlaki 100 _ 10
S.Mbatia 400 40
A.Masambu 500 . 50
N.Inyangete : ] - 2000 200
S. Mworia 102500 % 10,250

‘Director’s responsibilities

The Directors are required under the Companies Ordinance to prepare financial statements for each
financial year that give a true and fair view of the state of affaits of the Company as at end of the
financial year and of the profit or loss of the Company for the year. In doing so they ensure that:

®  proper accounting records are maintained,

L] ‘applicablc accounting standards are followed,

®  suitable accounting policies are adopted and consistently applied,

B judgements and estimates made are reasonable and prudent,

B the going concem basis is used, unless it is appropriate to presume that the Company will not
continue in business, and

B intemal control procedures are instituted which, as far as is reasonably possible, safeguard the
assets and prevent and detect fraud and other irregularities.

Major Shareholdings

Number of shares % shareholding
Treasury Registrar ‘ 6,343,630 45.82
National Bureau De Change Ltd. 1,000,000 722
Social Action Trust Fund 625,000 4.51
Parastatal Pensions Fund 500,000 4 3.61
Tanzania Venture Capital Fund Ltd. 500,000 3.61

Fixed Assets

Movements in the fixed asscts during the year are shown in note 6 on page 11. In the opinicn of the

directors, the market values of the fixed assets is in excess of Tzs.5.6 Billion (net); which is reflected in
the financial statements.

Efforts to secure national benefits and seek national goals

The objective of the company is to ensure that a sufficient supply of industrial and

medical gases is
available in the country at reasonable prices to satisfy demand.




1.

e management continued t

. uhrp;s‘jo’lved‘ complaints reccived by management . from ‘the employees’ Tanzani

Compercial Organization (TUICO) representative, who has the- respo
r'epplﬁngcmployc"é ¢ R :

ievances to management

L Tri_:i_n]lig Fgcilitiml,
Training programme is ‘drawn up every year t6 cater for all levels of staff, Training is mainly conducted

through local training institutions and practical experience. Overseas training is  pursued only for a
number of cases where training facilities are not available locally.

- Medical Facilities

; This is available to all employees depending on the asscssment by the management as to the cmpisyéé’s
need and the ability of the company as prescribed by the Company Staff Regulations. o
L Employee Motivation 5

In order to motivate employees, the company issues a bonus where annual results meet certain
requirements agreed by the company and the Permanent Labour Tribunal, The company provides canteen

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

Auditors

The present auditors for the year under review are KPMG Peat Marwick.

By order of the Board

At Y A —
<'M ........................... | s DD
Company Secretary Date: . S o
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Going concern

Government intervention

The Government of Tanzania has committed to in

through a rights issue. Subsequent to the balance

in the process of waiving some of its liabilities. This will signi

the company.

Fixed assets’

The company is carrying an asset in its books at a cost of Tzs. 4.9 billion. The net

irectors ‘?_i',e.-. tesponsible’ for: the preparation

nancial statements based

ffairs and its operating resti
n.our audit and to report

" and disclosures in the financial statements. It also includes an asscssment of fhé‘iécbumihg' policies used and -
“significant estimates made by the directors, as well as an evaluation of th

rjeet into the company approximately Tzs, 2.6 billion
sheet date the Government has injected funds and is
ficantly ease the net liability position of

realisable value of

this asset as per our enquiries from the company’s supplier, appears to be below its stated cost,

However, the directors feel that the value of this asset is not impaired and no

necessary, as it is unlikely that the plant will ever
be used b

be disposed of in the short term and will most likely

Y @ potential strategic investor to satisfy. the East African market, which will enable the

company to effectively recover its investment in the plant.

on the basis of the ;
ted below obtained:.

&




carrying in-its books capltal work in progress in. respcct of ¢

pany i rtain pro;ects amoun(mg
70 mllhon To datc thc prOJccts havc not been complc(cd duc

gy :
 An amount of DKK 2,269,400 (Tzs 226,940, 000) is payable to'a creditor in respect of a contract to
i 'supp[y 2 carbon dioxide plant costing approximately DKK 4, 463, 800 (Tzs 448,120,882) of which 50%
. . has-been paid. The ‘tinpaid balance has not been’ provided for in mg unts. Non-payment of the”
: balance could rcsult in loss of the parlly paid contract sum amountmg 25:250 million rcﬂectcd as
“part of work i in progrcss The above amounts are cxcluswc of i mtcrcst storage charges which may.
6. vestor undcrtaking o B Tl s g
bT‘nc company is stlll ncgonaung wnh potcnhal investors to invest in thc company logcthcr with' lhc
A " Government commitment as highlighted in point 2 above. Should' the negotiations between the
SN . Govemment and thé investors be successful then matters hlghlly\(ed in paragraphs 1,3,4 and § above
wnll be ef‘fectlvcly resolved.
Opinion

In our opinion and subjcct to:

the effect of any adjustments that may be deemed to be necessary should the going concern
concept not be appropriate, -

the effect on the ﬁnancxal statcment of the fixed assets and capnal work-m-progrcss bcmg
wnttcn down to thc:r net rcahzablc value,

s thc succtssful conclusion of thc ongomg negotiations between the Government through the

" Parastatal Sector Reform’ Commlsslon (PSRC) and the company in-addition to the successful
takcover 'of management,

the identification and investment by a strategic investor in the company,
and except for:

the non provision of the balance payable on the contract for the acquisition of the
Carbon dioxide plant,

Proper books of account have been kept and the financial statements give a true and fair view of the
company’s state of financial affairs as at 31 December 2000 and of the operations and cash flows for
the year then ended in accordance with the Tanzanian Statements of Accounting Guidelines and
comply with the requirements of the Companies Ordinance (Cap. 212).

3 Ld/m furt

Certified Public Accguntan(g ™ ) wl 'l@/

Dar es Salaam Dates sussaeisnvusssinsiansavsssiaisns s,




YEAR ENDED 31 DECEMBER 2000

-7 (440,141 - (1.761.636) -

Lokt e 02125

Notes and related statements forming part of these financial statements appear on pages 9 to 14

Report of the Auditors — pages4 & 5,
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Notes and related statements forming part of these financial statcments appear on pages 9 to 14.

Report of the Auditors — Pages 4 & 5.




TOL

- CASH FLOW STATE!
FOR THE YEAR ENDED 31 DEC) _

© 2000
.2 Tzs ‘000

e

38,112

69,931

Conportion s paid "

—

Gess

Cash flow from Iuvesting Activities

Pqn:_ha_sc of fixed assets

tsreccived
 Proceeds from ordinary share issue

Net increase in cash and cquivalents
Cash and cash cquivalcnts at | January
Cash and cash equivalents at 31 December

Analysi{ of cﬁsh and cash equivalents
Bank and cash balances :
Bank overdraft

| woien
W9ss
- (82179) " -
....501,070"

(247383)
92,434

Lt T
o 64507
259,014

(295,598)

By

o 1999~

© . (1,761,636)

415,308 -

T 422,088

13,735

592889
24

© (561,220)

9”2
458,721
104,423

2,896
@1 64,000)
(13.880)—
(174)984)
(112,588)
12
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2000

PRINCIPAL ACCOUNTING POLICIES : : 9

. Accounting convention -

The financial statements arc prepared under the historical cost convention modified by the revaluation
of certain fixed assets: ™ i . e iy b
Turnover

This represents the invoiced value of goods sold é*cluﬁvg of VAT. -

Fixed assets and depreciation

Fixed assets are statedat cost.

Depreciation is provided 5o as to write off the cost of fixed assets on a straight-line basis over their

expected useful lives. Depreciation on acquisitiori and disposal during the year is charged on a
quarterly basis. The principal depreciation rates used for this purpose are:

Rate %
Fixed Property Y 2
Fumiture, fittings; equipment and computers . . 102and 20
Plant and machinery PR . ¢ 5t010
Cylinders Sroin ‘ i 4 )
Motor Vehicles : s 20 and 25

The company has revised the estimated useful life“of-the Aspen plant resulting in a change ‘of the
depreciation rate from 6.64% per annum in 1999 to 5% per annum in 2000. :

Stocks

Stocks are stated at the lower of cost and net realisable value. In general, cost is determined on a
weighted average cost basis. Net realisable value is the price at which stocks can be sold in the normal
course of busincss aficr allowing for the cost of realisation,

Translation of foreign currencies

Transactions in foreign currencies are converted to ‘Tanzanian Shillings at the rate of exchange ruling
at the date of transaction. Assets and liabilities in foreign currencies are stated in Tanzanian Shillings
using the rates of exchange ruling at the financial year-end, with the resulting exchange differences
being dealt with in the profit and loss account.
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Deferred tax

LOSS BEFORE TAXATION
2000 1999

Tzs ‘000 Tzs <000
The loss is stated after charging: )
Directors' fees:
Non executive 21,000 21,000
Executive 3,000 3,000
Depreciation ' 322,955 - 415,307
Audit fees 9,000 9,000
Interest expense 501,070 592,889
Exchange differences 40.228 422,088
EXCEPTIONAL ITEM

I) DISPOSAL OF PROPERTIES

The amount represents profit on disposal of properties. Titles to these properties have not yet been

transferred or are in the process of being transferred to the new owners. One of the properties in spite

of being sold is still occupied by the former managing director of the company who has refused to
vacate. The matter is being resolved through both the Housing tribunal of Dar es salaam and the
Resident magistrates court ~ Kisutu. The directors are confident the sale will be

successfully
concluded and the titles will be transferred to the new owners in the current year.
II) WRITE BACK OF INTEREST AND PENALTIES
2000 1999
Tzs <000 Tzs ‘000
Interest and penaltics written back 288,802 %

This amount represents interest in arrears for 2000 and prior years waived in 2001 by major lenders
following Government negotiations with the lenders as part of the restructuring

process.
TAXATION
Charge for the year & .
Under provision in prior years - e
_ <

No provision for tax has been made in view of the loss for the year.

The taxation affairs of the
company since 1996 are subject to agreement with the tax authorities,

|



The loss per share is calculated bascd on the loss after taxation and number of ordinary shares in issue

during the year.
2000 1999
Tzs ‘000 . Tzs2000—
Loss after taxation (Tzs. 000) __ .-~ (440,141)  (1,761,636)
Number-of-shares in issue (000) 13,844 13,844
EPS (Tzs) 3119 (127.2%)
FIXED ASSETS
Land and Plantand  Cylinders Motor Fixture &

building machinery vehicles fittings Total

Tzs ‘000 Tzs ‘000 Tzs ‘000 Tzs ‘000 Tzs ‘000 Tzs ‘000
Cost
At 1 January 2000 397,197 5,413,064 334,759 256,437 128,855 6,530,312
Additions - 1,800 - 1,930 4,694 8,424
Reversal of sale 5,500 “ - g - 5,500
Disposal (42371) - - (21.987) (2.205) __(66.563)
At 31 December 2000 360,326 5,414,864 334,759 236,380 131,344 6,477,673
Depreciation
At 1 January 2000 107,478 759,449 253,141 177,906 95,023 1,392,997
Charge for the year 7,601 267,537 10,483 24310 10,631 320,562
On reversal of sale 2,393 2,393
Disposal . (1800 - - QL8N - (140D (35.189)
At 31 December 2000 105,671 1,026,986 263,624 180,229 104,253 1,680,763
Capital WIP
At 1 January 2000 - 870,475 - - - 870,475
Additions - - - R - _
Write off s £ gy 8 PR B el .
At 31 December 2000 - 870,475 - - - 870,475
Net book value
At31 December2000 254655 5258353 71,135 56151 22001 5667385
AU31 December 1999 289719 5524090  BLEIE  Z&SHL 182 6007789

Plant and machinery includes Aspen 1000 Air Separation Unit at net book value of Tzs.4,290,645,904

which appears to be above its
impaired and no adjustments are necessary,
coupled with the potential strategic investor’s intention

market will enable the company to effectively recover its investment in the plant.

net realisable value. The directors feel that the value of this asset is not
as it is unlikely that the plant will ever be disposed of and
to use the plant to satisfy the East African

Capital work in progress includes CO2 Recovery Plant, Mineral Water Plant, Helium Project, and
The company has not been able to complete these projects due

Moshi and LPG Projects respectively.

to lack of capital.

In view of the change in depreciation rate on the Aspen plant the depreciation expense has reduced by
Tzs 80 million as compared to 1999. Y :

The reversal of sale relates to the write back of a property sold in 1999 because the disposal could not
be concluded subsequently.
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STOCK 2000 1999
Tzs ‘000 Tazs ‘000
Gases 144,339 117,449
Welding machines and equipment . 82,931 108,665
Medical machines and equipment ... ... ... 2,083 1,422
Sparcs 21532 87,799
250,388 315,335

DEBTORS
Trade debtors (net) * 353,146 338,370
Other debtors . 36,782 113,139
Prepayments and deposits 3 " 48,688 28,730
Corporation tax recoverable 153,481 139,677
Staff debtors 113,609 155.721
105706 175,637

Included in staff debtors is an amount of Tzs 30,804,195 in respect of a former managing director.
Furthcr details are disclosed under contingent liabilitics note (15). In addition, staff debtors include
an amount of Tzs 25,500,000 receivable from other former directors for which demand notices for
repayment have been issued in the subsequent year,

The corporation tax recoverable is subject to agreement with the tax authorities.

B

’ 2000 1999
CREDITORS Tzs.’000 Tzs.’000
Trade (;rcditors ) 451,116 574,737
Other creditors including taxation and social security costs . 675,822 625,868
Accruals 1,047,853 807,791
Dividend payable 108,601 108,601
Current portion of medium term loan — see note 13 2322217 1,644,413

: 4,605,609 3,261,410

PAYE, VETA and other taxes have not been paid for in the current and prior years. No further
provision has been made in 2000 for penalties incurred on the taxes in arrears the company is

negotiating with the Government to waive these taxes and penalties as part of the restructuring
process.

OVERDRAFT

An amount of Tzs 214,404,128 represents the ‘outstanding total of the unsecured bank overdraft
facility of Tzs.975,000,000 from NBC (1997) Limited. It comprises the principal amount of Tzs.74,
962,131 and interest accrued of Tzs.139, 441,997. This overdraft facility was given to finance certain
capital expenditure and meet daily working capital requirements. ‘

SHARE CAPITAL

Authorized: 60 million (30 million -1999) ordinary . 6.000,000 3,000,000
shares of Tzs100 each

Issued and fully paid:

13,843,630 ordinary shares of Tzs100 each 1,384,363 1,384,363




12. SHARE PREMIUM ACCOUNT

Balance as at 31 December 2280339 2280339

..
..

In l99§.. the ;c;}npany xssued 21.,500,000 ordinary shares of Tzs.100 each to the public at a premium of

Tzs.400 cach.
13. MEDIUM TERM LOANS 3
PTA EADB TOTAL
Tzs ‘000 Tzs ‘000 Tzs <000 Tzs ‘000 Tzs’000 Tzs ‘000
2000 1999 2000 1999 2000 1999
Due within one year 1,169,530 828,169 1,152,687 816,244 2322217 1,644,413
Due after one year 501,227 828,169 329,339 652992 830,566 1481, 161
L670.757 1656338 1482006 1469236 3152783 2,125,574
13.1 Medium term loans comprise of two loans: )
[0} The East African Development Bank (EADB) loan of SDR 1,301,350 was acquired to finance the

cost of the Aspen 1000 Air Separation Unit at an interest rate of 12% per annum. The principal and
interest are repayablc in 20 equal quarterly installments. .

(ii) The Preferential Trade Area (PTA) loan of UAPTA 1,232,000 was also acquired to finance the cast of
Aspen 1000 Air Separation Unit at an interest rate of 10% per annum. The principal and interest are
repayable semi-annually in 10 equal installments.

Securities: The above loans are secured by a first charge on the company’s property and other assets
including its uncalled capital.

14. DEFERRED TAXATION

The company has a deferred tax liability as at 1986 of Tzs. 8,794,000 arising from a provision made
in prior years. This relates principally to timing differences between book value of the assets and the
tax written down value of the same assets brought forward from previous years. No further provision

has been made as in the opinion of the directors such liability will not crystallize in the foreseeable
future,

15. - CONTINGENT LIABILITIES

Dispute with the former Managing Diréctor

The suspended former managing director of company has sued the company for Tzs 600 million in
respect of unlawful temination from employment. The said former director owes the company Tzs 31
million in loans and advances and the company has also demanded approximately Tzs.2 billion in




These financial statements are presented in Tanzania Shillings thousands (Tzs. '000).

Auditors report ~ Pages 4 & 5.




