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TATA CHEMICALS MAGADI LIMITED
REPORT OF THE MANAGEMENT

Munagement present their annual report together with the andited pancial statements of Tata Chemicals Magadi
Limited (the “company’™} Tor the year ended 31 March 2017, which disciose the state of affans of the company.

INCORPORATION

The company is incorporated in the United Kingdom (UK} under the UK Companies Act. Flowever, all operations are
carried out in Kenya. The company is registered in Kenya for taxation purposes under the Income Tax Act.

These financials are primarily prepared for the purpose of filing the company’s tax refurns with the Kenya Revenus
Aunthority (KRA).

ACTIVITIES

The principal activity of the company is the production and sale of soda ash (sodium carbonate) and salt.

2017 2016
RESULTS FOR THE YEAR Sh‘m Sh'm
{Loss)yProfit before taxation 30 165
Taxation - -
(LossyProfit for the year {30} 165
AUDITORS

Delpitte & Touche, having expressed their willingness, continue in office.

Lrd



TATA CHEMICALS MAGADE LIMITED
STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Managiement is required to prepare financial statements for each financial year which give o true and fair view of
the state of affairs of the company as al the end of the financial year and of the operating results of the company for
that year, Management are to ensure that the company maintains proper accounting records that are sufficient (o
show and explain the transactions of the company and disclose, with reasonable decuracy, the linancial position of
the company, Management are also responsible for safeguarding the assets of the company, and for taking
reasonable steps for the prevention and detection of Fraud and error.

Management accept responsibility for the preparation and presentation of these financial statements in accordance
with the International Financial Reporting Standards. They also accept responsibility for:

{1} designing, implementing and maintaining such internal controf as they determine necessary to enable the
presentation of financial statements that are free from material misstatement, whether due to frawd or error;

(ify  selecting suitable accounting poficies and applying them consistently; and

(i} making accounting estimates and judgements that are reasonabie in the circumstances.

Having made an assessment of the company’s ability to continue as a going concern, the directors are not aware of

any material uncertainties related to events or conditions that may cast doubt upon the company’s ability to
continue as a going concern, further disclosures on going concern have been made in note 3 to the financials.

Management acknowledge that the independent audit of the financial statements does not relieve them of their
responsibilities,

Approved by the board of directors on L \ ”}*‘j"":&i \ ............... 2017 and signed on its behalf by:

IR TR ER TR,

Dyirector of Finance

Managing Diréetof
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INDEPENDENT AUDITORS” REPORT
TO THE MANAGEMENT OF TATA CHEMICALS MAGADI LIMITED

Report on financial statements
Opinion

We have audited the accompanying financial statement of Tata Chemicals Magadi Limited, set out on pages 8 to 45,
which comprise the statement of financial position as at 31 March 2017, and the statement of profit or loss and other
comprehensive income, the statement of changes in equity and the statement of cash flows for the year then ended, and
the notes to the financial statements, including & summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the state of financial affairs of the
Company as at 31 March 2017 and its financial performance and cash flows for the year then ended in accordance with
Iternational Financial Reporting Standards (“IFRSs™).

Emphasis of matter

Without qualifying our opinion, we draw your attention to note 3 to the financial statements which gives disclosures on
the going concern basis of the financial statements.

Basis for Opinion

We conducted our audit in accordance with International Standards on Anditing (I8As). Cur responsibifities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Company financial statements
section of our report. We are independent of the company in accordance with the International Ethics Standards Board
for Accountants” Code of Ethics for Professional Accountants {IESBA Code), together with the ethical requirements that
are relevant 1o our audit of the financial statements in Kenya. We have fulfilled our other ethical responsibilities in

accordance with these requirements,

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

Other information

The directors are responsible for the other information, which comprises the report of the management. The other
information does not include the financial staterments and our auditor's report thereon.

Qur 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 owr audit of the financial statements, our responsibility is to read the other information and, in deing
s0, consider whether the other information is materially inconsistent with the financial siatements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated,

If, based on the work we have performed on the other information that we obtained prior to the date of this auditors’
report, we conclude that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

o B0 Ao HoGaghoke® LR Mt BOW Sungu LRarim DAL MDoghn A MO Murays 8 Mwaura L Npangaye T Okedn £O Omondt W Wanga:




INDEPENDENT AUDITORS” REPORT
TO THE MANAGEMENT OF TATA CHEMICALS MAGADI LIMITED (Continued)

Responsibitities of the management for the Financial Statements

The management is responsible for the preparation of {financial statements that give a true and {air view in accordance
with International Financial Reporting Standards, and for such internal controls as management deternine are
necessary to enable the preparation of financial statements that are free from material misstatement, whether due {o

faud or error.

in preparing the financial statements, management s responsible for assessing the company's ability to continue as going
concerns, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless management efther intend fo liquidate the company or to cease operations, or have no realistic alternative but o
da so.

Auditor's Respounsibilities for the Audit of the Financial Statements

Our chjectives are fo obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or ervor, and to issue an auditors’ report that fucludes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
1SA’s will abways detect a material misstaiement when it exists. Misstatements can arise from fraud or error and are
considered material if, mdividually or in the agerepgate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

® Identify and assess the risks of material misstatement of the financial statements, whether due o fraud or ervor,
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 misstaternent resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

® Obtain an understanding of internal control refevant 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 effectiveness of the
company's internal control,

® Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
refated 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 to continue as a going concern, I we conclude that 2 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 discloswres are inadequate, to modify our opinien. Our conclusions are based on
the audii evidence obtained up to the date of our auditor's report. However, future events or conditions may cause
the company to cease t0 continue as a going concern. Refer to the going concern disciosure included under note 3

of the finacial statements.

@ Evalvate the overail presentation, structure and content of the financial statements, including the disclosures and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair

presentation.



INDEPENDENT AUBDITORS” REPORT
TO THE MANAGEMENT OF TATA CHEMICALS MAGAD! LIMITED (Continued)

Auditor's Responsibilities for the Audit of the Financial Statements {Continued)

# Obtain sufficlent appropriate audit evidence regarding the financial information of the entity or business activities
within the company to express an opinion on the financial statements. We are responsible for the direction,
supervision and performance of the company audit. We remain responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of
the audif and significant audit findings, including any significant deliciencies in internal conirel that we identify during

ouy audit,

The engagement poriner responsible for the audit resulting in this independent auditors' report is CPA Anne Murgya ~
PrNp: 1697,

L N # . ) 2
Netoisdbhe, 2 Wuscla,
Certified Public Aceountants (Kenya)

MNairobi, Kenya

A Jadaa 2017
.



TATA CHEMICALS MAGADI LIMITED

STATEMENT OF PROFTT OR LOSS AND OTHER COMPREHENSIVE INCOME

FORTHE YEAR ENDED 31 MARCH 2017

SALES

COST OF SALES

GROSS PROFIT
DISTRIBUTION COSTS
ADMINISTRATIVE EXPENSES
FOREIGN EXCHANGE LOSS
FINANCE COSTS

HEDGE INEFFECTIVENESS

{LOSSYPROFIT BEFORE TAXATION

TAXATION

{(LOSS)yPROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME

ITEMS THAT MAY BE RECLASSIFIED

SUBSEQUENTLY TO GAINALOSS)

NET FAIR VALUE GABN/(LOSS) ON HEGDING
INSTRUMENTS ENTERED INTO FOR CASH FLOW

HEDGES

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Note

9

it

2017
Sh“m

6,089

(2,415)

3,674
(2.241)
(1,214)

(178

&)

26816
Sh'm

7,475

{2,386)

5,089
(2,452)
(1,053)
(1,020)

{(386)




TATA CHEMICALS MAGADI LIMITED

STATEMENT OF FINANCIAL POSTTION
AS AT 31 MARCH 2017

2017 2016
Note Sh'm Sh‘m
ASSETS
Mon-current assets
Property, plant and equipment 12 1,682 1,587
Deferred taxation asset 13 731 731
2413 2,318
Current assets T T
Inventary 1é 933 880
Trade and other recetvables 17 1,470 1,779
Derivalive assets i3 3 -
Cash and bank balances 24{b) 430 249
2,838 2,908
TOTAL ASSETS 5,251 53,226
EQUITY AND LIABILITIES
Capital and reserves
Share capital 19 134 i34
Cashilow hedging reserves . 3 {65)
Accumulated deficit {7,80%) (7,779
Shareholders deficit {(1,672) {7,710)
Nop-current liabilities S
Borrowings 20 6,061 5,978
Preference shares 21 4,368 47298
10,429 10,276
Current liabilities
Trade and other payables 22 2,105 2,160
Borrowings 20 206 101
Derivative Habilities 18 6 292
Taxation payable 11 167 147
2,494 2,660
TOTAL BQUITY AND LIABILITIES 3,251 5,226

The financial statements on pages 8 fo 45 were approved and authorised for issue by management on

~"—‘"j%f‘§m. here™ 2017 and were signed by
Ca (TN il 5
et Fi ;,i ,f
%{ Ry #
‘»5,’ A7 s 3 “-a-""""-;g
_ s Aa ;
N . e
Managing Dir&tor Director of Finance
% )
ks s T e T | "
}w‘)"\ 3“ %\ At Y g



TATA CHEMICALS MAGADI LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCE 2017

At 1 Aapril 2013
Profit for the vear
Other comprehensive loss

At 31 March 2016

At 1 April 2016
f.oss for the year
Other comprehensive income

At 31 darch 2017

Share
capital
Sh'm

10

Cashflow
hedging
Reserves
Sh fm

Accumuiated
deficit
Sh'm

(7,944)
163

{7,778)

(7,719

(30)

(7,809}

(7,710)

(7,710)
(30)
68



TATA CHEMICALS MAGADE LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2017

CABH FLOWS FROM QPERATING ACTIVITIES

Cash generated from operating activities
Interest paid

Met cash generated from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of plant and equipment

Proceeds on disposal of Equipment

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Borrowings recetved
Repayment of borrowings

MNet cash generated from/{used in} financing activities

Inerease in cash and cash equivalents

Cash and cash equivalents al the beginning of the year

Cash and cash equivalents at the end of the year

31 March

2017

Note Sh '

24{a} )
(2223

543
i2 {4653
{463)

20 03

20 -

163

185

249

24(b) 430

31 March
2016
Sh*m

249



TATA CHEMICALS MAGADT LIMITED
NOTES TO THE FINANCIAL STATEMENTS
1 ACCOUNTING POLICIES

Statement of compliance

The financial statements are prepared in accordance and comply with Infernational Financial Reporting
Standards. The principal accounting policies adopted in the preparation of these financial statements remain
unchanged from the previous years and are sef out below:

Application of new and revised International Finaneial Reporiing Standards (JFRSs)

(i) Relevant sew standards und ariendments fo published standards effective for the year ended 31 Muorch
2017

The following new and revised standards and Interpretations were effective In the current year and had no
material impact on the amounts reported in these financial statements.

{AS | Disclosure The amendments clarify that an entity need not provide a specific disclosure

Initiative requived by an JFRS if the information resulting from that disclosure is not
material, and give puidance on the bases of aggregating and disaggregating
information for disclosure purposes. However, the amendments reiterate that
an entity should consider providing additional disclosures when compliance
with the specific requirements in IFRS is insufficient to enable users of
financial statements to understand the impact of particular transactions, events
and conditions on the entity’s financial position and financial perfonmance.

In addition, the amendments clarify that an entity’s share of the other
comprehensive income of associates and joint ventures accounted for using the
equity method should be presented separately from those arising from the
Company, and should be separated into the share of items that, in accordance

with other IFRSs:
(i) will not be reclassified subsequently to profit or loss; and
(i} (ii) will be reclassified subsequently to profit or loss when specific

conditions are met.

As regards the structure of the financial statements, the amendments provide
gxamples of systematic ordering or grouping of the notes.

The application of these amendments has not resulted in any impact on the
financial performance or financial position of the Company.



TATA CHEMICALS MAGADI LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
! ACCOUNTING POLICIES {Coniinued)
Application of new and revised Interpational Finaneial Reporting Standards (IFRSs) (Continued)

{(0)  Relevant new stgidards gad amendments to published standiards effective for the year ended 31 March
2017 (Coniinued)

Anpual Improvements to The Annual Improvements to JFRSs 2012-2014 Cyele include a number of
IFRSs 2012-2014 Cycle amendments to various [FRSs, which are summarised below:

IAS 1 Disclosure & IFRS 5 - The amendments introduce specific guidancs in IFRS § for when

Initiative (Continued) an entity reclassifies an asset {or disposal group) fiom held for sale to held
for distribution to owners {or vice versa). The amendments clarify that such
a change should be considered as a continuation of the original plan of
disposal and hence requirements set out in IFRS 3 regarding the change of
sale plan do not apply. The auendments also clarifies the guidance for
when held-for- distribution acceunting is discontinued.

s 1FRS 7 - The ameadments provide additional guidance to clarifly whether a
servicing contract is continuing involvement in a transferred asset for the
purpose of the disclosures required in relation to transferred assets,

s 1AS 19 - The amendments clarify that the rate used to discount post-
employment benefit obligations should be determined by reference to
market vields at the end of the reporting period on high quality corporate
bonds. The assessment of the depth of a market for high quality corporate
bonds should be at the cuurency level (i.e. the same currency as the benefits
are to be paid). For cuwrrencies for which there is no deep market in such
high quality corporate bonds, the market vields at the end of the reporting
period on government honds denominated in that currency should be used
instead.

The application of these amendments has had no effect on the Company's financial statements.

(i} Relevont new and amended stapdards and interpretavions In issue but not yet effective in the year ended

31 March 2017

New and Amendments to standards Effeciive for annual periods beginning on
ar afier

IFRS 9 Financial lustruments 1 January 2018, with earlier application
permitied

IFRS 15 Revenue from coniracts with customers | January 2018, with earlier application
permitted

IFRS 16 Leases : I January 2019, with eartier application
permifted

Amendments to IFRS 2 Classification and Measurement of | Janvary 2018, with earlier application

Share-based Payment Fransactions permitted

Amendments to IAS 7 I January 2017, with earlier application
permitted

Amendments o JTAS 12 | January 2017, with earlier application
permitted



TATA CHEMICALS MAGADI LIMITED

NOTES TO THE FINANCIAL STATEMENTS

]

ACCOUNTING POLICIES (Continued)

Application of new and revised International Financial Reporting Standards QFRSEs) (Continued)

(iig} Impact of wew and amended standards and imterpretations on the financial statemenis for the pear
ended 31 March 2007 and futiere annual periods

IFRS 9 Financial Instruments

IFRS 9 issued in November 2009 introduced new requirements for the classifieation and measurement of
financial assets. IFRS 9 was subsequently amended in October 2010 to melude requirements for the
classification and measurement of financial Habilities and for derecognition, and in November 2013 to
inchide the new requirements for general hedge accounting. Another revised version of TFRS 9 was issued
i July 2014 mainly to include:

&)
b)

impairment requirements for financial assets and

limited amendments to the classification and measurement requirements by Infroducing a ‘fair valee
through other comprehensive income’ {(FVTOCI) measurement category for certain simple debt
instruments.

Key requirernents of IFRS :

All recognised financial assets that are within the scope of IFRS 9 are required to be subsequently
measured at amortised cost or fair value, Specifically, debt investments that are held within a
business model whose objective is to collect the contraciual cash flows, and that have contractual
cash flows that are solely payments of principal and interest on the principal outstanding are
generally measured at amortised cost at the end of subsequent accounting periods. Debt
instruments that are held within a business model whose objective is achieved hoth by collecting
contractual cash flows and selling financial assets, and that have contractual lerms that give rise
on specified dates to cash flows that are solely payments of principal and interest on the principal
amount outstanding, are generally measured at FVTOCI All other debt investments and equity
investments are measured at their fair value at the end of subsequent accounting periods. In
addition, under IFRS 9, entities may make an lrrevocable election to present subsequent changes
in the fair value of an equity investment (that is not held for trading nor contingent consideration
recognised by an acquirer int a business combination to which IFRS 3 applies) in other
comprehensive income, with only dividend income generally recognised in profit or loss.

With regard to the measurement of financial Habilities designated as at fair value through
profit or loss, IFRS 9 requires that the amount of change in the fair value of a financial
liability that is attributable to changes in the credit risk of that Hability is presented in
oiher comprehensive incomme, unless the recognition of such changes in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.
Changes in fair value attributable o a financial liability's credit risk are not subsequently
reclassified to profit or logs. Under 1AS 39, the entire amount of the change in the fair
value of the financial Hability designated as fair value through profit or loss is presented
in profit or loss,

in relation to the impairment of financial assets, IFRS 9 requires an expected credit loss
model, as opposed fo an incurred credit loss model under 1AS 39, The expected credit loss
mode! requires an entity to account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect changes in credit risk since initial
recognition. In other words, it is no longer necessary for a credit event to bave occurred
hefore credit losses are recogrised.

14



TATA CHEMICALS MAGADT LIMITE]
NOTES TO THE FINANCIAL STATEMENTS
! ACCOUNTING PCLICIES (Continved)
Appiication of new and revised International Financial Reporting Standards (JFRSs) (Continued}

(i) Impact of new and amended standards and inferpretations on the financigl statemenys for the pear
ended 31 March 2017 and future annnad periods (Continued)

IFRS ¢ Finaneial Instruments

¢ The new general hedge accounting requirements retain the three types of hedge accounting
mechanisms currently available in [AS 39, Under IFRS 9, greater flexibility has been
mmtroduced to the types of transactions eligible for hedge accounting, specifically broadening
the types of instruments that qualify for hedging instruments and the types of risk components
of non-finencial items that arve eligible for hedge accounting. In addition, the effectiveness test
has been overhauled and replaced with the principle of an ‘economic relationship’.
Retrospective assessment of hedge effectiveness is also no longer required. Enhanced
disclosure requirements about an entity’s risk management activities have also been
infroduced.

Based on an analysis of the company’s financial assets and financial labilities as at 31 December 2016 on
the basis of the facts and circumstances that exist at that date, the directors of the Company have
performed a preliminary assessment of the impact of IFRS ¢ to the Company’s financial statements ag
follows:

Classification and measurement

o Al other financial assets and financial labilities will continue to be measured on the same
bases as is currently adopted under TAS 39,

Imprairment

Financial assets measured at amoriised cost, listed redeemable notes that will be caried at FVTOCT under
IFRS 9, finance lease receivables, amounts due from customer under construction coniracts, and financial
guarantee contracts will be subject to the impairment provisions of JFRS 9,

The company expects to apply the simplified approach to recognise lifetime expected credit losses for its
trade receivables, as required or permitted by IFRS 15, The company does not hold any listed redesmable
notes, finance lease receivables, amounts due from customer under construction contracts or financial
guarantee contracts. In general, the directors anticipate that the application of the expected credit loss
maode] of IFRS 9 will result in earlier recognition of credit losses for the financial assets measured at
amortised cost and are currently assessing the potential impact.

Hedge accounting

The new hedge accounting requirements will align more closely with the company’s risk management
policies, with generally more qualifying hedging instroments and hedged items.

It should be noted that this assessiment was made based on an analysis of the company’s financial assets
and financial liabiities as at 31 December 2016 on the basis of the facts and circumstances that existed at
that date. As facts and circumstances may change during the period leading up to the initial date of
application of IFRS 9, which is expected to be [ January 2018 as the company does not intend to early
apply the standard, the assessment of the potential impact is subject to change.



TATA CHEMICALS MAGADI LIMITED

NOTES TO THE FINANCIAL STATEMENTS

I

ACCOUNTING POLICIES (Continued)

Application of rew and revised Internationnt Financial Reporting Standards JFRSs) (Continued)

(¥}

Tmpact of new and amended standards and interpretutions on the financial statemenis for the year
erded 31 Muarch 2017 and futire annued periods (Continued)

IFRS 15 Hevenue from Contracts with Customers

In May 2014, IFRS 15 was issued which establishes a single comprehensive model for eafities to use in
accounting for revenue arising {rom contracts with cestomers. IFRS 15 will supersede the current revenue
recognition guidance including [AS 18 Revenue, 1AS 11 Construction Contracts and the related
Interpretations when it becomes effective.

The core principle of IFRS 15 is that an eniity should recognise revenue to depict the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects to be
anfitled in exchange for those goods or services.

Specifically, the Standard introduces a 3-step approach to revenue recognition:

Step 1: Identify the contract{s} with a customer

Step 2: Identify the performance obligations in the coniraet

Step 3: Determine the transaction price

Step 4: Allocate the transaction price {o the performance obligations in the contract
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation

Under IFRS 15, an entity recognises revenue when {or as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular performance obligation is transferred to the
customer. Far more prescriptive guidance has been added in IFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by IFRS 13, Revenue recognition by the company is not
complex and does not substantially involve contracts with customers. It is therefore expected that the
application of IFRS 15 will not have a material impact on the financial statements of the company.

IFRS 16 Leases

IFRS 16 specifies how an IFRS reporter will recognise, measure, present and disclose leases. The standard
provides a single lessee accounting model, requiring lessees to recognise assets and liabilities for all leases
unless the lease ferm is 12 months or less or the underlying asset has a low value. Lessors continue to
classify leases as operating or finance, with JFRS 16’s approach fo lessor accounting substantially
unchanged from its predecessor, IAS 17,

The Directors of the company do not anticipate that the application of IFRS 16 in the future will have a
significant impact on amounts reported in respect of the Group’s financial assets and financial liabilities.
However, it is not practical to provide a reasonable estimate of the effect of IFRS 16 untii a detailed review
has been completed.

Furthermore, extensive disclosures are required by IFRS 16,

The directors are still In the process of assessing the full impact of the application of IFRS 16 on the
Company’s {inancial statements and it is not practicable to provide a reasonable financial estimate of the
effect until the directors complete the detailed review.



TATA CHEMICALS MAGADI LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1

ACCOUNTING POLICIES {Continued)
Application of new and revised International Financial Reporting Standards (TFRSsY (Continued)

(fil)  Lmpecr of new gnd amended standerds and terpretations on the finaucial stutements for the pear

exded 31 Murch 2087 and future annyad periads (Continted)

Amendments to IFRS I ClassHication and Measurement of Share-based Payment Transactions
The amendments clarify the following:

s In estimating the fair value of a cash-settled share-based payment, the accounting for the effects of
vesting and non-vesting conditions should follow the same approach as for equity-settled share-based
payments.

= Where tax law or regulation requires an entity to withhold a specified number of equity instruments
equal to the monetary value of the employee’s tax obligation to meet the emplovee’s tax liability which
is then remitted to the tax authority, i.e. the share-based payment arrangement has a ‘net settlement
feature’, such an arrangement should be classified as squity-settled in its entirety, provided that the
share-based payment would have been classified as equity-scitled had it not included the net setflement
feature.

s A moedification of a share-based payment that changes the transaction from cash-settled to equity-
settled shounld be accounted for as follows:
1) the original Hability is derecognised;

ii) the equity-settled share-based payment is recognised at the modification date fair value of the
equity instrument granted to the extent that services have been rendered up to the modification
date; and

ity any difference between the carving amount of the liability at the modification date and the
amount recognised in equity should be recognised in profit or loss immediately.

The amendments are effective for annual reporiing periods beginning on or after 1 January 2018 with
earlier application permilted. Specific transition provisions apply.

The directors of the Company do not anticipate that the application of the amendments in the future will
have a significant impact on the Company’s financial statements as the Company dees not have any cash-
seitled share-based payment arrangements or any withholding tax arrangements with {ax authorities in
relation {o share-based payments.

Amendments to TAS 7 Disclosure Initiative

The amendments require an entity to provide disclosures that enable users of financial statements fo
evaluate changes in linbilities arising from financing activities.

The amendments apply prospectively for annual periods beginning on or afier 1 January 2017 with earlier
appiication permitted. The management of the Company do not anticipate that the application of these
amendments wiil have a material impact on the Company’s financial statements.
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Adoption of new and revised International Finauncial Reporting Standards (JFRS) (Continued)

(i} Impact of new and amended standards aad fnterpretations on fthe flnonciel stalemenis for the year ended

37 March 2017 and future annnal periods (Continned).

Amendments to IAS 12 Recognition of Deferred Tax Assefs for Unrealised Losses

The amendments clarify the following:

Decreases below cost in the carrying amount of a {ixed-rate debt instrument measured at fair value for
whtich the tax base remains at cost give rise to a deductible temporary difference, rrespective of
whether the debt mnstrument’s holder expects fo recover the carrying amount of the debt instrumeat by
sale or by use, or whether it is probable that the issuer will pay all the contractual cash flows;

When an enfily assesses whether taxable profits will be available against which it can utilise a
deductible temiporary difference, and the tax law restricts the utilisation of losses to deduction against
income of a specific type (e.g. capital losses can only be set off against capital pains), an entity assesses
a deductible temporary difference in combination with other deductible temporary differences of that
type, but separately from other types of deductible temporary differences;

The estimate of probable future taxable profit may include the recovery of some of an entity’s asseis
for more than thelr carrying amount if there is sufficient evidence that it is probable that the entity will

achieve this; and

In evaluating whether sufficient future taxable profits are available, an entity should compare the
deductible temporary differences with future taxable profits excluding tax deductions resuiting from
the reversal of those deductible temporary differences,

The amendments apply retrospectively for annual periods beginning on or afier 1 January 2017 with earlier
application penmnitied. The management of the Company do not anticipate that the application of these
amendments will have a material impact on the Company’s financial stafernents.

{ivy  Early adoption of standards

The company did not early-adopt any new or amended standards in the year.

Basis of preparation

The financial statements are prepared under the historical cost basis of accounting except for the measurement at
fair value of certain financial instruments.

Hevenue recognition

Revenue reprasents the fair value of the consideration receivable for sales of goods and services, and is stated net
of value-added tax (VAT), rebates and discounts. Sales of goods are recognised in the period in which the
company delivers products io the customer {for export customers on issuance of bill of lading) and collectability
of the related receivables is reasonably assured.
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Foreign carrencles

The company’s functional currency is the US doifar which is the curvency in which funds from financing
activities are usually generated and receipts from operating activities are usually retained. The presentation
currency in these financial stafements is the Kenyva shilling.

Transactions dencminated in foreign currencies are recorded, on initial recognition in the functional cwrency, by
applying to the foreign carrency amount the spot exchange rate between the functional currency and the foreign
curency at the date of the transaction. At the end of each reporting period forgign currency monetary ilems are
translated using the closing rate while non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rate at the date of the transaction.

Exchange differences arising on the settlement of monetary items or on iranslating monetary items at rates
different from those at which they were translated on initial recognition during the peried or in previous financial
statements are recognised in profit or loss in the period in which they arise. At the end of each reporting period,
assets and liabilities are translated to the presentation currency at the closing rate while income and expenses are
translated at exchange rates ruling at the dates of the transactions. All resuliing exchange differences are

recognised In profit or loss.

Taxation

Income (ax expense represents the sum of the tax currently payable and deferred tax.
(i) Current tax

Taxable profit differs from profit as reported in the profit or loss because of items of income or expense
that are taxable or deductible in other years and items that are never taxable or deductible. The company's
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the

end of the reporting period.
(i} Deferred tax

Deferred tax is recognised on teraporary differences between the carrying amounts of asseis and Habilities
in the financial statements and the corresponding tax bases used in the computation of taxable profit.
Deferred tax Habilities are generally recognised for all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary differences to tire extent that it is probabie that
taxable profits will be available against which those deductible temporary differences can be utilised. Such
deferved tax assets and labilities are not recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination) of other assets and liabikities ina
transaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no fonger probable that sufficient taxable profits wiil be available to allow all or part of

the asset to be recovered.

Deferred tax assets and liabilities arc measured at the tax rates that are expected to apply in the period in
which the Hability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting period. The measurement of deferred tax Habilities
and assets reflects the tax consequences that would follow from the menner in which the company
expects, at the end of the reporiing period, to recover or settle the carrying amount of its assets and

liabilities.
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ACCOUNTING POLICIES (Continued)
Taxation {(Continued)
{iif)  Current and deferred tox jor the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are
recognised in other comprehensive income or directly iix equity, in which case, the current and deferred
tax are also recognised In other comprehensive income or directly in equity respectively.

investments in subsidiavies

A subsidiary is an enterprise which the company controls through governing the financial and operating policies
of the entity so as to abtain benefits from its activities. Investments are staled at cost less accumulated
impairment.

The results of the dormant subsidisry company, Magadi Railway Company Limited, have not been consolidated
hecause, in the management’s opinion, consolidation of this subsidiary would be of no real value to the
membership in view of the immateriality of the amounts involved given the investment is fully impaired.

Property, plant and equipnrent

Property, plant and equipment is stated at cost less accurnulated depreciation, less any impalrment losses.
Depreciation is recognised in profit or foss on a straight-line basis over the estimated useful lives of each part of

an item of property and equipment.

The estimated useful lives are as follows:

Buildings 10%
Furniture, fittings and equipment 20%
Plant & machinery - 12.5%
Computer equipment 33.33%
Motor vehicles - heavy 10%
Motor vehicles - light 20%
Locomotives, rail and wagons 12.50%

The estimated usefu! lives, residual values and depreciation method are reviewed at each year end, with the
effect of any change in cstimate accounted for on a prospective basis. The gain or loss arising on disposal of an
iteny of property and equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Leaschold land

Payments to acquire leasehold inferest in land are treated as prepaid operating lease rentals and are amortised on
straight lime basis over the period of the lease.

Inventory

Inventory is stated at the lower of cost and net realisable value. Cost is arrived at on a weighted average method
and includes cost of purchases, cost of production and other cost incurred in bringing inventory to their present
location aid condition. Net realisable value is the estimate of the selling price in the ordinary course of
business, less the costs of completion and seliing expenses. Provision is made for obsolete, stow moving and
defective stocks as and when determined.
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ACCOLUNTING POLICIES (Continued)
Fingncial instruments

Financial assets and financial liabilities are recoguised when the company hecomes a party (o the contractual
provisions of the instrument.

Financial assets and financial lizbilities are initially measured at faly value, Transaction costs that are direcily
atfributable to the acquisition or issue of financial agsets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted from the {air value of the
financial assels or financial liabilities, as appropriate, on initial recognition, Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are
recognised inmediately in profit or loss.

Financial asseis

Financial assets are classifted into the following specified categories: financiai assety at fair value through profit
or loss, ‘held-to-maturity’ investments, ‘available-for-sale' (AFS) finencial assets and ‘loans and receivables’.
The classification depends on the nature and purpose of the financial assets and is determined at the time of
initial recognition.

(i} Finaneial assels at fair value through profit or loss

This category has two sub-categaries: Financial assets held for trading and those desigrated at fair
value through profit or loss at inception. A financial asset is classified in this category if acquired
principally for the purpose of selling in the short term or if so designated by management. Gains and
losses arising from changes in fair value are recognised jn the profit or loss.

{ii) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments
and fixed maturity dates that the company has the positive intent and ability to hold to maturity,
Subsequent to initial recognition, held-to-maturity investments are measured at amortised cost using
the effective interest method less any impairment.

(i} Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated as Available-for-sale
financial assets or are not classified as (a) loans and receivables, (b) held-to-maturiiy investments or
{c) financial assets at fair value through profit or joss.

The compaity has investments in debt securities that are traded in an active market and are stated at
fair value at the end of each reporting period. The fair value of available-for-sale debt securities is
determined by reference to published price quotations in an active market. Inferest income caleulated
using the effective interest method is recognised in profit or loss except for interest income eammed on
the temporary investment of specific borrowings pending their expenditure on qualifying assets which
is deducted from the borrowing costs eligible for capitalisation.

Other changes in the carrying amount of available-for-sale financial assets are recognised in other
comprehensive income and accumulated under the heading of investments revaluation reserve. Where
the investment is disposed of or is detenmined to be impaired, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is reclassified to profit or loss.
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ACCOUNTING POLICIES (Continued)

Fipancial Instraments (continued)

(i}

)

Available-for-sale financicd assets (Continued)

Dividends on available for sale (AFS) equity instruments are recoguised in profit or loss when
the company’s right to receive the dividends is established

The fair value of AFS monetary financial assets denominated in a foreign currency is determined
in that foreign currency and translated at the spot rate prevaiiing at the end of the reporting
period. The foreign exchange gains and losses that are recogaised in profit or loss are determined
based on the amortised cost of the monetary asset. Other foreign exchange gains and losses are
recogrised in other comprehensive ucome,

AFS equity investments that do not have a quoted market price in an active market and whose
fair value cannot be reliably measured and derivatives that are linked to and must be settled by
delivery of such unquoted equity investments are measured at cost less any Identified impairment
tosges at the end of each reporting period.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable paymenis
that are not quoted in an active markel. Loans and receivables (including trade and other
receivables, bank balances and cash) are measured at amortised cost using the effective interest
method, less any impairment.

Effective interest method

The effective interest method is a method of calenlating the amortised cost of 2 debt instrument and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts} through the
expected life of the debt instrument, or, where appropriate, a shorter period, to the net carrying amonnt
on initial recognition.

Incomie is recognised on an effective interest basis for debt instruments other than those financial assets
classified as at FVTPL.

Interest income is recognised by applying the effective interest rate, except for short-term receivables
when the recognition of interest would be immaterial.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each reporiing period. Financial
assets are considered to be impaired when there is objective evidence that, as a result of one or more
events that ocourred afer the initial recognition of the financial asset, the estimated future cash flows of

the investment have been affected.

For available-for-sale debt securities, a significant or protonged decline in the fair value of the security
below its cost is conziderad i be objective evidence of lmpairment. -

For ail other financial assets, objective evidence of impairment could include:

«  significant financial difficulty of the issuer or counterparty; or

s breach of coniract, such as a defanlt or delinguency in interest or principal payments; or

@ it becorming probabie that the borrower will enter bankruptey or financial re-organisation; or

% the disappearance of an active market for that financial asset because of financial difficulties.
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Loans arnd recefvables (Continnned)
finpairinent of financial assets (Continued)

For certain categories of financial assets, such as (rade receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for iimpairment on a collective basis. Objective evidence
of impairmeat for a porifolio of receivables could include the corapany's past experience of collecting
payments, an increase in the number of delayed payments in the portfolio past the average credit period
of 30 days, as well as observable changes in national or local economic conditions thet correlate with
default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recogaised is the
difference between the asset's carrving amount and the present value of estimated [uture cash flows,
discounted at the financial asset's original effective interest rate

For financial assets carried at cost, the amount of the inpairment loss is measwred as the difference
betweep the asset's carrying amount and the present value of the cstimated futare casls flows discounted
at the current market rate of return for a similar financial asset. Such impairment loss wiil not be
reversed in subsequent periods, The carcying amount of the financial asset is reduced by the impairment
loss directly for all financial assets with the exception of trade receivables, where the carrying anount is
reduced through the use of an allowance account. When a trade receivable is considered uncollectible, it
is written off against the allowance account. Subsequent recoveries of amounts previously written off
are credited against the allowance account. Changes in the carrving amount of the allowance account
are recognised in profi or loss.

When an available-for-sale {inancial asset is considered to be impaired, cumulative gains or losses
P £a
previously recognised in other comprehensive income are reclassified to profit or loss in the period.

Tor financial assets measured at amortised cost, if, in a subsequent period, the amount of the fnpairment
loss decreases and the decrease can be related objectively to an event oceurring after the impairment
was recognised, the previously recognised impairment loss is reversed through profit or loss to the
extent that the carrying amount of the investment at the date the impairment is reversed does not excead
what the amortised cost would have been had the impairment not been recognised.

In respect of availabie-for-sale debt securitics, impairment losses are subsequently reversed through
profit or loss if an inerease in the fair value of the investment can be objectively related to an event
oceurring after the recognition of the impairment loss.

Derecognition of financial asseis

The company derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial assef and substantially all the risks and rewards of
ownership of the asset to another entity. If the company neither transfers nor retains substantially ali the
risks and rewards of ownership and continues to conirol the transferred asset, the company recognises
its retained interest in the asset and an associated Hability for amounts it may have to pay. [fthe
company retains substantially all the risks and rewards of ownership of a transferred financial asset, the
company continues o recognise the financial asset and also recognises a colateralised borrowing for
the proceeds received,
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ACCOUNTING POLICIES {Continued)

Financtal Instruments (Continued}
Derecognition of financial assels (Continued)
On derecognition of a Hinancial asset in its entirety, the difference between the asset's carrying amount and the

sum of the consideration received and receivable and the cumulative gain or loss that had been recognised in
other comprehensive Income and accumulated in equity is recognised in profit or loss.

On derecogaition of a financial asset other than in its entirety (e.g. when the company refains an option to
repurchase part of a transterred asset or retaing a residual interest that does not result in the reteation of
substantially all the risks and rewards of ownership and the company retains control), the company allocates the
previcus carrying amount of the financial asset between the part it continues to recognise under continuing
invalvement, and the part i no longer recognises on the basis of the relative fair values of those parts on the
date of the transfer. The difference between the carrying amount allocated to the part that is no longer
recegnised and the sum of the consideration received for the part no longer recognised and any cumulative gain
or loss atlocated to it that had been recognised in other comprehensive Income is recognised in profit or loss. A
cumufative gain or loss that had been recognised in other comprehensive income is allocated between the part
that continues to be recognised and the part that is no longer recogaised on the basis of the relative fair values of
those parts.

Classification as debt or eguity

Debt and equity instraments issued by the company are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of a financial liabiiity and an
equity instrument.

Eguity instruments

An equity instrument is any condract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the company are recognised at the procesds received, net of
dirvect issue costs.

Repurchase of the company's own equity instruments is recognised and deducted divectly in equity. No gain or
loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the company's own equity
instrizments.

Financial Habilities

Financial Habilities are classified as either financial liabilities ‘at fair value through profit or loss' or ‘other
financial habilities".

Other financial Habilities

Other financial liabilities (including borrowings} are subsequently measured at amortised cost nsing the
effective interest method.

The effective interest method is a method of caleulating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments (including all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premivms or discounts) through the expected life of the
financial liability, or {where appropriate} a shorter peried, to the net carrying amosmt on initial recognition.



TATA CHEMICALS MAGADI LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

i

ACCOUNTING POLICIES (Continued)
Financial Iiabilities (Continued}
Derivative jironclal instrinnents

The company holds derivative financial instruments to hedge its interest rate risk and fuel price risk exposure,
These desivates are initially recognised at fair value plus transaction costs. They are subsequently carried at fair
value since this approximates amortised cost due to the short term nature of the financial instrument, A
derivative with a positive fair value s recognised as a financial asset; a derivative with a negative fair value is
recognised as a financial Hability. A derivative is presented as a non-current asset or a non-current liabifity if the
remaining maturity of the instrument is more than 12 months and it is not expected to be realised or seftied
within 12 months. Other derivatives are presented as current assets or current labilities. They are derecognised
when the rights to receive cash flows from the financial assets have expired or where the company has
transferred substantially all risks and rewards of ownership.

Derecognition of finaneial linbilities
The company derceognises financial labilities when, and only when, the company's obligations are discharged,

cancelled or they expire. The difference between the carrying amount of the financial liability derecopgnised and
the consideration paid and payable is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial Habilities are offset and the net amount reported in the statement of financial
position if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there is
an intention to seftle on a net basis, or (o realise the assets and settle the Habilities simultaneously.

Cashilow Hedges

The company implemented hedge accounting with effect from 1% Cctober 2015, The effective portion of
changes in the fair value of derivatives that are designated and quality as Cashflow hedges is recognized in
other comprehensive Income and accunulated under the heading of Cashflow reserve. The gain or loss relating
to the ineffective is recognized immediately in profit or loss, and is included in the other gains and losses’ line
item.

Provisions

Provisions are recognised when the company has a present legal or constructive obligation as a result of past
events and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate of the amount of the obligation can be made,

Provision for the expected cost of warranty obligation is recognised at the date of sale of the goods at the best
estimate of the expenditure required to settle the company’s obligation.

Employee benefits
(i) Company’s defined comtribution plan

The company operates a defined contribution provident scheme for eligible employees. The scheme is
administered independently of the company’s assets and is funded by contributions from both the
company and employees. Coniributions to the defined contribution plan are charged to profit or loss in
the year to which they relate,

{ii Statutory defined coniribution pension scheme
y g

The company alse contributes {0 a statutory defined contribution pension scheme, the National Social
Security Fund (NSSF). Contributions are determined by local statute and are currently limited te 5h 200
per employee per month. The company’s contributions to the above schemes are charged fo profif or
loss in the year to which they relate.
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Employee benefifs {Continued)

(itiy  Other employee emtitlements

Entitlements fo annual leave are recognised when they accrue to employees. Provision is made for the
estimated liabilify in respect of annual leave accrued at the end of the reporting period.

Leases

Leases are classified as {inance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases are charged {o incomne on a straight-line basis over the term of the

relevant jease.
Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash in hand and deposiis
held at call with banks net of bank overdrafts.

Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the
current vear.

CRITICAL ACCOUNTING ESTIMATES AND KEY SOURCES OF ESTIMATION UNCERTAINTY

[

In the process of applying the entity’s accounting policies, management has made estimates and assumptions
that affect the reported amounts of assets and liabilities within the next financial year. Estimates and judgments
are continually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed io be reasonable under the circumstances. These are dealt with below:

Properity, plant and equipment

The company performs an assessment at the end of each reporting period whether there is any indication that
property, plant and equipment may be impaired. If any such indication exists, an estimate is made of the
recoverable amount of the asset. Where it is not possibie to estimate the recoverable amount of an individual
asset, the company estimates the recoverable amount of the cash generating unit to which the asset belongs.

In performing this assessment, the company considers the following indications:

a) An asset's market value has declined significantly more than would be expected as a result of the passage
of time or normal use,

b} significant changes with an adverse effect on the company have taken place during the pertod, or will take
place in the near future, in the technological, market, economic or legal environment in which the
company operates or in the market to which an asset is dedicated.

¢) market interest rates or other market rates of return on investments have increased during the period, and
those increases are likely to affect the discount rate used in caleulating an asset's value in use and decrease
the asset's recoverable amount materially.

d} evidence is available of obsolescence or physical damage of an asset.

ey significant changes with an adverse effect on the company have taken place during the period, or are
expected to take place in the near future, in the extent to which, or manner in which, an asset is used or is
expected to be used. These changes include the asset becoming idle, plans to discontinue or restructure the
operation to which an asset belongs, plans to dispose of an asset before the previously expected date

£y evidence is available from internal reporting that indicates that the economic performance of an asset is,
or will be, worse than expecied.
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CRITICAL ACCOUNTING ESTIMATES AND KEY SOURCES OF ESTIMATION UNCERTAINTY
Other asseis

At each end of the reporting period, the company reviews the carrying amounis of its other assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated i order to determine the extent of the impalrment loss.

GOING CONCERN

The company incurred & loss of Sh 38 million during the vear ended 3% March 2017 {2016 — profit of Sh 65
million). At 31 March 2017 the company was funded by a $ 39 million (8h 6 .1 billion) long term loan
provided by RABO Bank and § 2 million {Sh 206 million} overdraft loan from Bank of India. It also has a
cash overdraft facifity from Standard Charteved Bank for § 12 million which is used partially as and when the
need arises. Utilization as at 3 1st March for this facility was nil. The company had improved cash flow in the
vear with Sh 430 million at the reporting date compared to Sh 249 miliion the previous year. The company
received refunds amounting to Sh 342 milion from KRA during the vear ended 31 March 2017 (2016 3h 757
million). VAT receivables at the close of the year was Sh 403 million (2016 - Sh 617 million).

Management have prepared forecasts of the company’s profitability and cash generation for the 12 months from
the date of the Auditor’s Report (the “forecasts™), 1zking into account the sensitivity of business performanee to
reasonably possible changes in market conditions and as a result of the current economic cimate. These
forecasts indicate that the loan and/or overdraft facilitics should be sufficient to support the company’s funding

during the period.

Tn making their assessment management have also considered the net liability position of the Company. The
magority of this deficit arises due to accumulated loses of past years. The Company is making Profits after the
restruefuring and is confident to improve the position in the coming years.

After reviewing the forecasts, considering reasonably possible uncertainties and making such other enquirers as
were necessary, the directors have formed a judgment, at the time of approving the financial statements, that
there Is a reasonable expectation that the company have adequate resources to continue in operational existence
for the foreseeable future. For this reason, the directors continue to adopt the going concern basis of accounting
in preparing the annual financial statements.

The parent company has pledged to continue providing the necessary financial support that may be required to
enable the company pay its liabilities as they fall due in the foreseeable future.

FINANCIAL RISK MANAGEMENT

The managenent has overall responsibility for the establishment and oversight of the company’s risk
management framework, including implementation and monitoring of these policies.

The company’s risk management policies are established to identify and analyse the risks faced by the
company, to set appropriate risk limits and controls and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the
company’s activities. The company, through its training and management standards and procedures, aims o
develop a disciplined and constructive control environment in which all employees understand their roles and

obligations.



TATA CHEMICALS MAGADI LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
4 FINANCIAL RISK MANAGEMENT (Continued)
The company has exposure to the following risks from its use of financial instroments:

s Credit risk
»  Liguidity risk
+  Market risk

{a) Creditrisk

Credit risk is the risk of financial loss to the coinpany if a customer or counterparty o a financial
instrument fails to meet its contractual obligations, and arises principally from the company’s receivables
from customers.

Management assesses the credit quality of each customer, taking into account ils financial position, past
experience and other factors. The credit risk on liquid fimds and derivative assets is Hmited because the
counterpartics are financial institutions with high credit ratings. The company has policies in place to
ensure that invoices for goods provided to customers are collected within an appropriate time perioed and
that loss to the company is minimised in the event of default, The collateral held for trade receivables
include guarantees from reputable banks recommended by the company.

Exposure to eredit risk

The carrying value of the company’s financial assets represents its maximum exposure to credit risk, The
maximum exposure to credit risk as at the end of the reporting period was as follows:

2017 2016

Sh “m Sh ‘m

Trade receivables 568 555
Due from related parties 126 2724
Derivative assets 3 .
Bank balances 430 249
1,127 1,032

The table below represents the categorisation of the company’s financial assets as af the reporting date.

Neither past
due nor  Past due bui not
impaired impaired Impaired Total
Sh 'm Shm Sh‘m Sh ‘m
Af3E March 2617

Trade receivables 332 14 22 368
Pue from related companies 126 - - 126
Drerivative assets 3 - - 3
Bank balances 430 - - 430

1.ess trade receivables
impairment provision - - {22y 22}
14 - 1,105




TATA CHEMICALS MAGAD LIMITED
NOTES TC THE FINANCIAL STATEMENTS (Continued)
4 FINANCIAL RISK MANAGEMENT (Continued)

(a) Credit risk (Continued)

Exposure to credit risk {Continued)

Neither past
duenor  Past due but not
frapaired impaired hinpaired Totai
Shm Sh'm Sk ‘m Sh'm
At 31 March 2016

Trade receivables 438 121 22 381
Due from related companies 224 - - 224
Bank balances 249 - - 249

Less trade receivables
impatrment provision - - {22) {22}
911 121 - 1,032

The customers under the neither past due nor impaired category are paying their debts as they continue
trading. The default rate is low. The debt that is impaired has been fully provided for. However, the
finance department is following up on the impaired debt, through pursuit of the debtors, debt collectors as
well as through legal action.

{by Liguidity risk

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

The company manages its cash position and future outflows on an engoing basis. The company ensures
that it has sufficient cash on demand to meet expected operational expenses and liabilities as they fall
due. The following are the contractoal maturities of {inancial Habilities, including interest payments, and
excluding the impact of netting arrangements:

I~ 6-12 1-3 Above
Months  months years 3 years Total
Sh'm Sh'm Sh'm Sh‘m Sh'm
At 33 March 2017
Trade payables 732 - - - 732
Due to related parties 35 - - - 35
Borrowings 206 - 6,061 - 6,267
Preference shares - - - 4,368 4,368
Derivative liabilities 76 - - - 76
Total financial Habilities
{contractual maturity dates) 1,049 - 5,061 4,368 11,478
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

FINANCIAL RISK MANAGEMENT (Continued}

(b} Liguoidity risk {continued}

-6 012 } -3 Above
Months months years 5 vears Total
Sh Sh ‘m Shotm Sh 'm Sh ‘m
Al 31 March 2016
Trade payables 838 - - - 838
Due to related parties 82 - - - a2
Berrowings 101 - 3,978 - 6,079
Preference shares - - - 4,298 4,298
Derivative labilities 292 - - - 292
Total financial liabilities
{contractual maturity dates) 1,313 - 5,978 4288 11,589

Market risk management

Market risk is the risk arising from changes in market prices, such ags interest rate and foreign exchange
rates which will affect the company’s income or the value of ifs holding of financial instruments. The
abjective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return. Overall responsibility for managing market risk rests with the
company’s management.

&

(iD)

Interest rate risk

Interest rate risk arises primarily from borrowings as disclosed in note 19, The company’s borrowings
arg primarity on a variable rate basis and are pegged to the London Interbank Offering Rate (LIBOR).
The company’s management ensures that as far is possible, interest rates negotiated for any financing
facility is advantageous to the company. Where necessary, management considers the use of available
ingtruments such ag swap arrangements in mitigating the company’s exposure.

As at the end of the reporting period, an lncrease/decrease of 3 percentage points on interest rates
would have resulted in a decrease/increase in pre-tax profit of Sh 5,606,000 (2016 — Sh 4,725,000). In
addition, an increase/decrease of 3 percentage points on interest rates would have resulted in a
decrease/ increase in equity of Sh 2,125,000 {2016- Sh 11,439,000},

Price risk
The company holds derivative financial instruments {o hedge Hs intevest rate risk and fuel price risk
gxposure.

% change in 2617 2016
base Sh‘m Sh*m
Interest rate & comumodity swaps +(-)5% oy 4 +{(-) 15

(iiiy Currency rishk

The company undertakes certain transactions denominated in foreign currencies, mainly the US doliar.
This resulfs in exposures to exchange rate fluctuations. The balances impacted in this regard are the
balances due to foreign suppliers, balances due from foreign debtors or denominated in foreign
currency, bank balances and borrowings denominated in foreign currency.

As at the end of the reporting peried, an increase/decrease of 3 percentage points on exchange rates
would have resulied in an decrense/increase in pre-tax profit of Sh 188,060,100 (2016 - 8h
182,394,000} In addition, an increase/decrease of 3 percentage points on exchange rafes would have
resulted in a decrease/ increase in equity of Sh 131,054,341 (2016~ Sh 128,920,000),
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5

(b} Market risk management (continued)

{iit} Currency risk (Continued)

FINANCIAL RISK MANAGEMENT {Continued)

The carrying amount of the company’s foreign cuirency denominated monetary assels and
monetary labilities at the end of the reporting date is:

At 3T Mareh 2617
Financial assets

Trade receivables

Due from related partics
Prepayments

Drerivative asset

Cash and bank balances

Financial Habilities
Trade payables

Advances from customers
Borrowings

Derivative liabilities

Net foreign currency liability

At 31 Maveh 2016
Financial asgefs

Trade receivables

Pue from related parties
Prepayments

Derivative asset

Cash and bank balances

Financial Habilities
Trade payables

Advances from customers
Borrowings

Drevivative labilities

Net foreign currency lability

Kshs Others Total

Sh'm Sh‘m Sh*m

187 401 568

- 126 126

- 203 203

3 - 3

G7 363 430

237 1,083 1,330

345 187 732

- 77 77

- 6,267 6,267

- 76 74

545 6,607 7,152

308 5,510 5,818

158 401 559

- 224 224

- 203 203

72 177 249

230 1,005 1,235

477 351 838

- 71 71

- 6,079 6,075

- 292 292

477 5,803 7,280
247 5,798




TATA CHEMICALS MAGAD] LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
4 FINANCIAL RISK MANAGEMENT {(Continued)

{d} ¥air value hicrarchy

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. Observable inputs reflect market data oblained from
independent sources; unobservable inputs reflect the company’s market assumptions. These two types of
inputs have created the following fair value hierarchy:

o lLevel I - Quoted prices (unadjusted) in active markets for identical assets or Habilities. This level
includes Hsted equity securities and debt instraments on exchanges,

s Level 2 - Inputs other than gquoted prices included within Level 1 that are observable for the asset or
lability, either directly (that is, as prices) or indirectly (that is, derived from prices).

e Level 3 -~ inputs for the asset or lability that ave not based on observable market data (uncbservable
inputs). This level includes equity invesiments and debt instraments with significant unobservable
components. This hierarchy requires the use of observable market data when available. The bank
considers relevant and observable market prices in its valuations where possible.

The following table shows an analysis of financial instruments recorded at fair value by level of the
fair value hierarchy:

Lavel | Level 2 Level 3 Total
Sh'm Sh'm Sh‘m Sh‘m
AL 3% March 2017
Perivative assefs - 3 - 3
Derivative liabilities - (763 - {76)
Net position - (733 - (73}
At 31 March 2016
Drerivative liabilities - (292} - (292}
Net paosition - (2923 - {(292)

There were no transfers between the various levels in the year.

The fair value of the derivatives is determined by using inputs other than quoted prices that are
observable for the asset or liability such as implied volatilities of Heavy Furnace Ol (HFO) prices and
Libor rates.

5 CAPITAL RISK MANAGEMENT

The company manages its capital fo ensure that it will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance.

The capital structure of the company consists of debt, which includes borrowings, cash and cash cquivaients
and equity attributable to equity holders, comprising issued capital and retained eamings. Consistent with
others in the industry, the compeny monitors capital on the basis of the gearing ratio. This ratio is calculated as
net debt divided by equity.

L
b
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 CAPITAL RIBK MANAGEMENT (Continued)

The gearing ratio as at the end of the vear was in an adverse position 1,338% (2015 — 1,517%). The gearing
ratio has been primerily affected by the loss In the current year, unrealised foreign exchange loss on the US
dollar borrowings as well as borrowings obtained in the vear. As indicated in note 3, the company has put in
place several measures aimed at reducing reliance on external borrowings which will in turn improve the
gearing ratio, The board and management monitor the capital requirements of the company on an ongoing
basis to ensure that these continue to be in line with the company’s strategic goals,

The constitution of capitai managesd by the company is as shawn below:

Share capital
Cashflow hedging reserve
Revenue deficit

Bquity

Borrowings
Preference shares
Less cash and bank balances

Net debt

Gearing

6 REVENUE

Standard ash Magadi (SAM)
Crashed refined soda (CRS)
Salt

Other income

2017
Sh'm

134

2

(7,809}

>160%

6,089

2016
Shm

134
(65)
(7,779)

{71,710}

Other income relates to revenue from goods hauled on behalf of Rift Valley Railways,

7 FINANCE COSTS

interest on bank overdraft
intevest on borrowings
Interest on swap derivative
Discounting interest

Other bank charges

33

2017
Sh'm

2016
Sh “‘m



PATA CHEMICALS MAGADI LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

§  DERIVATIVE COSTS
The company has implemented the hedge accounting with effect from Ist October 2015. The effective portion of
changes in the fair value of derivatives that are designated and quality as Cashflow hedges is recognized in other
comprehensive income, The gain or loss relating to the ineffective is recognized immediately in profit or joss, as

net fair value on hedging mstruments entered into for Cashflow hedges as indicated balow

{a) DERIVATIVE INEFFECTIVENESS

2017 2016

Sh*m Sh'm

HFO Hedge Derivative {73) 13

Interest Swap Derivative 13 -
62 i

I w

(b) NETFAIR VALUE (GAINY/LOSS ON HEGDING INSTRUMENTS ENTERED INTO FOR CASH FLOW

HEDGES
2017 2016
Sh ‘m Sh*m
Interest Swap Derivative - OCI £38) 3
HFO Hedge Derivative - OCI (30) 33
{68) 65
9 LOSS BEFORE TAXATION
I.oss before taxation is arrived at after charging:
Staff costs (note 10) 1,839 844
Depreciation and impairment charge ( note 12} 334 265
Auditors’ remuneration 3 &
Inventory impairment provision 238 59
Directors’ remuneration - fees 3 2
- other i i
16 STAFF COSTS
Salaries and wages 1,008 815
Provident fund contributions 20 27
NSSF contributions 2 2
1,639 844



TATA CHEMICALS MAGADI LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2016 2015
Sh *m Sh'm
11 TAXATION
(a) Taxation chargs
Current taxation based on adjusted
profit for the vear at 30% - -
Deferred tax credit {note 13)
- current year - -
(b Reconciliation of expected tax based
on accounting loss to taxation credii
Accounting profit (loss) before taxation {30) 165
Tax &t the applicable rate of 30% (" 30
Tax effect of expenses not allowable for tax 19 278
Deferved tax assets not recognised (note 15) Cam (328
{c) Taxation payable
At start and end of the year 167 107

The tax payable of Kshs 107 million relates to the tax provision as at [ April 2010 that was in respect
of a corporation tax demand by the Kenya Revenue Authority (KRA) for the years 2003 to 2005, In
2003, the Minister for Finance granted the company a corporation tax deferral for the period 2003 to
2003 under section 123 of the Income Tax Act, Cap 470 of the Laws of Kenya, in support of the pure
ash plant project. By a letter dated 18 July 2003, KRA issued a directive o the company to the effect
that the corporation tax for the period 2003 to 2005 shall not be demanded and that the company
should file a consolidated tax computation for the period 2003 to 2006 incorporating the fax
allowances arising on commissioning of the pure ash plant. The company complied with the KRA
directives and filed a 2003 to 2006 consolidated tax computation reflecting an adjusted tax loss.

On 19 March 2008 KRA raised a demand for Kshs 771 million of the tax previously deferved and
notified the company that KRA is of the view that the corporation tax for the period 2003 t0 2005 is
payable. Management disputed this claim and the matfer was referred to the High court which
subsequently passed a consent order on 31st March 2009 to offset the amount payable to KRA from
VAT claims refundable (included in other debfors) to Magadi from KRA which are in excess of the
amount demanded. An out of cowrt agreement was reached between the company and KRA setting the
company’s fax Hability ot Kshs 771,464,156 to be offset against VAT recoverable from KRA and this
was done in entirety in the year ended 31 March 2014,

Management has considered it prudent to retain the residual provision in this account pending a
ministerial waiver on interest and penalties after which any residual balances will be written back to

profit or loss.



TATA CHEMICALS MAGADI LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

12 PROPERTY AND EQUIPMENT
Fixtures, Capital
Land & Plant & Wlotor furniture & work in
buildings machinery vehicles equipment progress Total
3h'm Sh'm 8h'm Sh'm Sh‘m Sh ‘m

COST
At L April 2015 963 13,560 404 283 123 15,642
Additions - - - - 3i0 310
Transfers from WIP 60 33 73 i3 {179 -
Adjustment™® - - - - 88 38
Disposals - - - (19 - - {19}
At 31 March 2016 965 13,960 438 796 342 16,021
At 1l April 2016 965 13,960 458 286 342 16,021
Additions - - - - 465 465
Transfers from WIP 22 304 154 86 {566} -
Adjustment® - - - - (36) (36}
Disposals - {4y - - - )
At 31 March 2017 987 14,260 612 382 203 16,446
DEPRECIATION
At] April 2013 701 12,919 300 268 - 14,188
Charge for the vear 28 197 34 6 - 265
Disposals - - {19) - - {19
At 31 March 2016 729 13,116 315 274 - 14,434
At 1 April 2016 729 13,116 315 274 - 14,434
Charge for the year 51 247 56 20 - 334
Disposals - (4) - - - (4
At 31 March 2017 780 13,319 371 294 - 14,764
NET BOOK VALUE
At 31 March 2017 207 941 241 88 205 1,682
At 31 March 2016 236 844 143 22 3472 1,587

*This refates to PAM critical spares inventory previously written off in prier period utilised in the current
period
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2017
Shm
13 PREPAID OPERATING LEASE RENTALS

14

COST

At 1 April and 31 March

AMORTISATION

At 1 April and 31 March

NET BOOK VALUE

At 31 March

INTANGIBLE ASSETS -

COST

At1 April and 31 March

AMORTISATION

At 1 April and 31 March

NET BOOK VALUE

At 31 March

Computer sofiware

14

a3
b



TATA CHEMICALS MAGADI LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)
15 DEFERRED TAXATION

Deferred income taxes are caleulated on all temporary differences under the Hability method using
the current tax rate of 30%. The net deferred tax asset is made up as follows:

2017 2016
Sh*m 8h'm
Deferved {ax assefs:
Unutilised tax logses 2,308 2428
Unrealised exchange loss/{gain) 458 418
Leave pay provision 24 16
General provisions 130 74
Excess depreciation over wear and fear allowance 275 292
3,195 3,228
Deferred tax assets not recognised* (2,464} (2,497}
731 731
The movement on the deferred income tax asset is as follows:
At beginning and end of year 731 731

*The company has made losses in the last several years which have resulted in a deferred tax asset largely
arising out of tax losses carried forward. As indicated in note 3, management has taken steps to return the
company to profitability with Sh 38 million profit at the close of the year. Management has therefore
considered it prudent not to recognize an additional deferred tax asset until the steps being taken yield the
expected resulis,

As at 31 March 2017, the company had accumulated tax losses amounting to Sh 7,693,508,283
{2016: Sh 8,093,197,171) available for fiture tax relief. Under the new Kenyan legislaiion, with effect from 1
Fanuary 2010, tax losses can only be carrled forward for 2 maximum of ten years.

16 INVENTORY

2017 2016

Shm Sh'm

Raw materials and consumables 573 718
Finished goods and goods for resale 631 249
Work in progress i7 )
1,241 0g2

Provision for obsolete stock (306} (102}
935 380
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7

TRADE AND OTHER RECEIVABLES

2017 2016

Sh *m Sh'm

Trade receivables 5638 359
VAT receivable 403 617
Prepayments 203 203
Due from related parties {note 23) 126 224
Sundry receivables 170 176

1,470 1,779

As at 31 March, the ageing analysis of trade recetvables is as follows:

Total <30days 30-60days 61-90days  91-12Gdays > 120 days

Sh ‘m Sh'm Sh ‘m Sh Yin Sh'm Sh
31 March 2017 694 673 2 2 3 it
31 March 2016 783 335 108 94 9 41

DERIVATIVE FINANCIAL INSTRUMENTS

2017 2016
Sh “in Sh*m
Derivative assets:

Fuel swaps 3 -
Derivative liabilitics: o
Fuel swaps ) (59)
Interest rate swap {76} (233)
(73) (292)
Net position {73} (292}

The 2017 fuel swaps related to fixed price commodity swap derivative contracts entered info with Standard
Chartered Bank of Kenya Limited and Barelays Bank of Kenya Limited. However, three fixed price commodity
swap with Barclays Bank of Kenya Limited expired in July 2016, September 2016 and November 2016, The
company entered into four new fixed price swaps with Barclays Bank of Kenya Limited expiring in July 2017
{Two), January 2018 & July 2018, Further the company has entered four new fixed price swaps with Standard
Chartered Bank of Kenya expiring on July 2017 and February 2018,

‘To reduce the fair value risk of changing interest rates, the company has entered into a pay-floating receive-
fixed interest rate swap arrangement with Rabobank International. The swap's notional principal is USS$ 59
million and matches the principal of the long ferm borrowings., The notional amount is the principal outstanding
at the points of settiement based on the initial repayment periods and amouits. The swap rate is 2.53% per
annum and the floating rate i3 pegged to the 6-month LIBOR. The swap matures on 17 July 2020,

The fair values of derivative instruments are caleulated using quoted prices. Wherve such prices are not
available, a discounted cash flow analysis is performed using the applicable vield curve for the duration of the
instruments for non-optional derivatives, and option pricing models for optional derivatives. Interest rate swaps
are measured at the present value of firture cash flows estimated and discounted based on the applicable vield
curves derived from quoted interest rates. Movements in the fair values of the derivative instruments are
charged/credifed to profit or loss,
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i9 SHARE CAPITAL

2017 2016
Sh'm Sh‘m
Authorised:
2,980,000 ordinary shares of £1 each* 343 343
Issued and fuily paid up:
2,727,934 ordinary shares of £1 each® 134 134

#['he Sterling value of issued share capital has been wranslated to Kenya Shillings at the historical rate.

20 BORROWINGS

2017 2016
Sh'm Sh "my
Loans:
Rabo Bank International 6,061 5,978
Bank of India 206 101
6,267 6,079
The maturity profile of borrowings is as follows:
Within one year 206 101
Over five years 6,001 5,978
6,267 6,079
The movement in loans during the year was as follows:
At T April 6,079 3,922
Borrowings received 103 -
Berrewings repaid - {407)
Interest expense 196 411
Interest paid {196} {411}
Currency translation (123) 564
At 31 March 6,061 6,079

The borrowings from Rabo Bank International are unsecured and are denominated in US dollars. At 31 March
2017 the group was funded by a US$ 39 million long term loan provided by RABO Bank. The interest charged
is LIBOR plus 1.8 % per annom. Iterest and the principal ave repayable half yearly commencing September
2018 in five equal instalments.

The borrowings from Bank of India amounted to USE 2 million and are denominated in US Dollars. The
Tacility is fully covered by VAT refunds due to the company from Kenya Revenue Authority (KRA).
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20 BORROWINGS (Contitued)

The company has an overdrafi facility with Standard Chartered Bank of Kenya Limited of US$ 12 million for
purposes of financing working capital. The facility attracts interest at a rate of LIBOR plus 5% (2016 --5%) per
annum. The overdraft is secured by a pari passu first ranking debenture over the company’s receivables and
inventories with Barclays Bank of Kenya Limited and supported by an inter-creditor agreement between
Standard Chartered Bank of Kenya Limited and Barclays Bank of Kenva Limited. Utilization as at 31st March
for this facility was nil.

The company was in compliance with all the loan covenants.

21 PRUFERENCE SHARES

2017 2616
Sh Sh*m
Gusiute 4,368 3,285
Homefield Pvt UK Limited - 1,003
4,368 4,298

The movement in loans during the year was as follows:
At} April 4,298 3,516
Preference shaves issued - -
Currency translation 70 382
At 31 March 4,368 4,208

In 2012, the company issued to Gusiute Holdings {UK) Limited 32,512,408 redeemable preference shares of
USD 1.0 each fully paid. In 2014 and 2015, the company issued an additional 9,900,000 redesmable preference
shares of USD 1.0 each to Homefield Pvt UK Limited. The preference shares are redeemable at the option of
the issuer. The company shall redeem all of the preference shares on 31 March 2023,

Nominal value  Value of shares

No of shares USD UsD

Gusiute 32,512,408 1 32,512,408
Homefield Pvt UK Limited 8,900,000 1 9,900,000
42,412,408 42,412,408
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

2 TRADE AND OTHER PAYABLES

2017 2016

8h‘m Sh ‘m

Trade payables 732 838
Accrued expenses i,169 1,109

Due to related parties (note 23) 35 82
Dividend payable 73 73

Gther payables 96 38

2,105 2,160

23 RELATED PARTY BALANCES AND TRANSACTIONS

In the ordinary course of business, transactions are entered into with the companies related to Tata
Chemicals Magadi Limited through commen shareholding or common directorships. The relevant
balances are shown below,

2017 2016
Sh ‘m Sh'm
Amounis due from related companies
Tata Chemicals {SA) Limited 53 162
Tata Chemicals Tnternational Pte Lid 47 78
Tata Chemicals Limited 26 44
126 224
Amounis due to refated companies
Trade and cther payables
Tata Chemicals Limited 33 73
Tata Chemicals North America Lid - i
Tata Chemicals Europe Limited -
35 82
Sales to velated companies
Tata Chemicals {SA) Limited 117 250
Tata Chemicals International Pie Ltd a3 2,826
Tata Chemicals Limited 196 67
652 3,143
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23

RELATED PARTY BALANCES AND TRANSACTIONS (Continued)

Key management compensation

The remuneration of key members of management during the year was as follows:

Salaries and other short-term employment benefits

Birvectors’ remuneration

Fees

Gther emoluments {included in key management
compensation above)

NOTES TO THE STATEMENT OF CASH FLOWS

{a) Reconciliation of lass before taxation
to cash (used in)/gencrated from operations

{Loss)/Profit before taxation

Adjustments for:

Depreciation and impairment of

property, plant and equipment (note [2)
Unrealised exchange loss on borrowings
Unrealised exchange loss on preference shares
Finance costs

Gain on disposal of assets

Critical spares wriften offf{{(back)

Hedge ineffectiveness on cashflow hedges

Working capital changes:
Inventory

Trade and other receivables
Trade and other payables
Derivative assets and liabilities
Cashflow Hedge

Derivative Movement

Cash (used in)/generated from operating activities

{b) Anelysis of cash and cash equivalents

Cash and bank balances

2017
Sh'm

2016
Sh‘m

46

265
564
382
386
)
(88)
13

{70}
682
(281)
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N
i

2007 2016
Sh'm Sh'm

INVESTMENT IN SUBSIDIARY

Shares at cost - -

The company holds 100% of the issued ordinary share capital of Magadi Railway Company Limited which is
incorporated in Kenya. The company is a non-operating entity with no assets and liabilitizs.

The cost of investrent is less thar Sh 1 million.

CAPITAL COMMITMENTS

2017 2016
Sh'm Sh‘m
Authorised and contracted for 161 52
Authorised but not contracted for 354 168
OPERATING LEASE COMMITMENTS
Within one vear 74 76
Between one and five years 177 -

Between one and five years 251 76

CONTINGENT LIABILITIES

In 2013, Tata Chemicals Magadi Limited {the company} placed a deposit of 8k 75 Million {US$ 733,056 with
Kenyva Revenue Authority (KRA) as security pending completion of KRA tax investigations and a reconcilation
exercise 10 assess whether any additional fax liability will be imposed on the company. KRA instructed the
company to make the deposit payment as a security pending conclusion of the tax reconciliation exercise. The
reconciliation exercise appears to have been completed, however the amount deposited is yet to be refunded to
the company. Management is pursuing the refund with the KRA.

In Aprii 2014, the company was notified by KRA of a formal assessment for corporation tax, Value added tax
(VAT)Y and withholding tax amounting to Sh 1.213 Billion (USE 11.85 Million) for the tax years 2007 - 201 L.
The KRA demand related to under-declared corporation taxes, withholding tax on the deemed interest on the
Gusiute holdings loan and VAT in respect of works provided by Tata Chemicals Magadi to Kenva Railways
Corporation Limited. Management contested these demands and engaged KPMG, the tax Advisors to veview the
assessment and correspondence and responses were made by KPMG (o KRA on the issue. In October 2014, KRA
vacated VAT demand of Sh 70.4 Million (1S5 688,095). Further, the Company submitted details for withholding
tax on deemed interest on the Guisuite borrowing of Sh 102.3 Million to KRA and no demand has been received
from KRA. The effect of these submission resulted info net ¢laims by KRA amounting to Sh 1.040 Billion (USS
10.3 Million).
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<

3

CONTINGENT LIABILITIES (Continued)

The company was granted a tax holiday for the years 2003 to 2005 by the Minister of Finance, under section 123
of the Income Tax Act, Cap 470 of the laws of lenya, in support of the construction of the Pure Ash Plant (PAM
plant). By a letter dated 18 July 2003, KRA issued a directive to the company to the effect that the corporation tax
for the period 2003 to 20085 shall not be demanded and that the company should file a consolidated tax
computation for the period 2003 to 2006 incorporating the tax allowances arising on commissioning of the pure
ash plant. The company complied with the KRA directives and filed a 2003 1o 2006 consolidated tax computation
reflecting an adjusted tax loss. On 19 March 2008 KRA raised a demand for Sh 771 Million of the tax previously
deferred and notified the company that KRA is of the view that the corporation tax for the period 2003 to 2005 is
payable. Management dispuled this claim and the matier was referred to the High court which subsequently
passed a consent order on 3 1st March 2009 to offset the amount payable to KRA from VAT claims refimdable
{included in other debtors) to Tata Chemicals Magadi Limited from KRA which are in excess of the amount
demanded. An out of court agreement was reached between the company and KRA sefting the company’s tax
Habitity at Sh 771,464,156 10 be offset against VAT recoverable from KRA and this was done in entirety in the
year ended 31 March 201 1.

In May 20135, the company received a demand from KRA for penalties and interest on corporation taxes for the
vears 2003 to 2006 amounting to Sh 1.233 Billion (US$ 12.05 Million). The company applied for a waiver of this
amount and on 27 Auvgust 2013, the KRA waived 35% of the penalty and interest amounting to Sh 678.3 Million
{USS 6.6 million) leaving a net claim outstanding of Sh 555 Million (US$ 5.4 Million). On 6th October 2015,
KRA further sent a letter demanding for the immediate payment of Sh 121.96 Million {USS 1.19 million) being
corporation tax arrears, penalties and interest for the 2001 and 2002 years of income. [’ worth noting that the
demand is beyond the seven years limit for tax purposes. The company has contested these demands and the
matier is still being pursued with KRA.

INCORPORATION AND UTLIMATE HOLDING COMPANY

The company is a subsidiary undertaking of Homefield Pvt UK Limited, which is incorporated in Great Britain
and registered in England and Wales, and whose registered office is Mond House, P O Box 4, Winnington,
Northwich, Cheshire, CW8 4DT.

The smallest company in which the results of the company are consolidated is Homefield Pvt UK Limited.

The largest group in which the results of the company are consolidated is Tata Chemicals Limited, a company
incorporated in India, which is the uitimate parent company of Homefield Pvi UK Limited.

CURRENCY
The financial statements are presented in Kenya shillings millions (Sh *m).
SUBSEQUENT EVENTS

There were no material subsequent events afier the reporting date requiring disclosure in these financial
staternents as at the date of the financial statements approval.
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TATA CHEMICALS MAGADI LIMITED

DETAILED INCOME STATEMENT
FOR THE YEAR ENDED 31 March 2017

COST OF SALES

Depreciation and impairment charge
Inventory change

Power and Fuel

Repairs & maintenance

Stores & spares

Salaries

Other

DISTRIBUTION COSTS

Salaries & wages

Freight, insurance & commission
Packaging & warchousing

Povt charges

Customer claims

Transport charges

Royalties & taxes

Depreciation

Other

ADMINISTRATIVE EXPENGSES

Salaries & wages
Depreciation

Insurance

IT & communication expenses
Legal fees

Professional fees
Leasehold land

Repairs & maintenance
Stores & spares
Travelling expenses
Other

APPENDIX

2017 2016
Sh ‘M Sh ‘M
4577 247
232 40
1.098 1,254
55 99
284 448
285 294
4 4
2,415 2,386
286 255
454 569
147 161
221 236
35 117
642 641
159 191
77 90
220 192
2,241 2,452
471 336
67 39
33 35
49 57

8 6

26 10
63 40
32 180
362 28
29 34
72 288
1,214 1,053



