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REPORT OF THE DIRECTORS

The Directors submit their report and the audited financial statements for the year ended
31 March 2020, which disclose the state of affairs of the company.

PRINCIPAL ACTIVITIES

The principal activity of the company is the manufacturing of explosives and trading in accessories.

BUSINESS REVIEW

Key performance indicators 2020 2019
Revenue (ZMW) 219,763,141 183,182,484
Gross profit (ZMW) 93,229,631 75,372,652
Gross profit margin (%) 42% 41%
Profit for the year (ZMW) 92,480,765 63,284,878
Net profit margin (%) 42% 35%
Net assets (ZMW) 171,649,994 133,738,332
Return on capital employed (%) 128% 137%
SHARE CAPITAL

There were no changes in authorised and issued share capital during the year.

DIVIDEND

The Directors have not recommend for declaration of a dividend for thecurrent year (2019: Nil).
PROPERTY, PLANT AND EQUIPMENT

Details of major changes in property, plant and equipment are as follows:

The company purchased fixed assets amounting to ZMW 7,107,768 (2019: ZMW 11,746,906)
HEALTH, SAFETY AND WELFARE OF EMPLOYEES

The company continues to provide and maintain optimum standards of safety and house keeping
required for the upkeep of the health and safety of employees.

EVENTS AFTER THE REPORTING PERIOD

The directors are aware of COVID 19 pandemic which is a material event which occurred after the
reporting period. It is a non adjusting event as it took place after the reporting period. The directors have
assessed its effect on the business and have taken adequate measures to ensure that the Company
remains a going concern.
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REPORT OF THE DIRECTORS (CONTINUED)

GOING CONCERN

The Directors of the company believe that Solar Explochem Zambia Limited will continue to operat
as going concem from the end of reporting date, that is, 31 March 2020. Solar Explochem Zambi
Limited has been operational for over 10 years and has generally been a profitable business resultin
in excess cash flow. This has enabled the company to be liquid encugh to see it through the difficu
time of the COVID 19 pandemic.

DIRECTORS

The Directors who held office during the year and to the date of this report are shown on page 1.
INDEPENDENT AUDITOR

The Company's auditor during the year was PKF Zambia Chartered Accountants. They have

indicated willingness to continue in office in accordance with the Zambian Companies Act of 2017.

BY ORDER OF THE BOARD

Meﬂywvwvw@k

DIRECTOR
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Zambia Companies Act of 2017 requires the Directors to prepare financial statements for each
financial year that give a true and fair view of the state of affairs of the Company as at the end of the
financial year and of its profit or loss for that year, It also requires the Directors to ensure that the
Company maintains proper accounting records that disclose, with reasonable accuracy, the
financial position of the Company. The Directors are safeguarding the assels of the Company.,

The Directors accept responsibility for the preparation and fair presentation of financial statements
that are free from material misstatement whether due to fraud or emor. They also accept
responsibility for:

i) designing, implementing and maintaining internal control retevant to the preparation and fair
presentation of the financial statements;

ii) selecting and applying appropriate accounting policies; and

iil) making accounting estimates and judgements that are reasonable in the circumstances.

The Directors are of the opinion that the financial statements give a true and fair view of the state of
the financial affairs of the Company as at 31 March 2020 and of its financial performance and cash
flows for the year then ended in accordance with the International Financial Reporting Standard and
the requirements of the Zamblan Companies Act of 2017.

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

Approved by the Board of Directors on al Db/ao"zo and signed on its behalf by:

DIRECTOR DIRECTOR .




PKF Zambia PKF
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Accountants &
Iipsingsnn misiserg

Report of the independent auditor to the members of Solar Explochem Zambla Gompany Limited

Oplinion

We have audited the financial statements of Solar Explochem Zambla Limited, which comprise the stiatemant of
financial position as at 31 March 2020, and the slatement of profit or [oas and other comprahensive income,
statement of changes In equity and statement of cash flows for the year (hen ended, and notes o the financiat
statements, including a summary of significant accounting policies

In our opinion, the accompanying financlal statements glive a true and falr view of the financial position of the
company as at 31 March 2020, and of its financlal performanca and cash flows for the year than ended in
accordance with the International Financial Reporting Standard and the Companies Act, 2017

Basis for Opinion

We conducted our audit in accordance with International Standards on Audiling (16As). Our responsibilities under
those standards are further described in the Auditor's Responsiblllties for the Audlt of the 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 to our audit of the financial statements in Zambia, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon. and we do not provide a separate opinion on these
matters.

The Key Audit Matters identified as per ISA 701 are the following;

1. Allowance for doubtful receivables

Included in trade and other receivables are receivables of ZMW 11 3 million from customers

(The disclosure associated with impairment in receivables is set out in the following notes: note 1 use of
estimates and judgments, note 14 trade receivables, and note 22 (b) credit risk)

Management have applied significant judgment in estimating the amount and timing of cash flows, using key
assumptions based on historical payment behaviour, Adverse economic conditions, such as liquidity
constraints on the market, worsened during the year due to tightened monetary policy which significantly
impacted the recoverability of trade receivables. Management has assessed the impairment of trade
receivables by making estimates and judgments about the amount and the timing of cash flows based on
historical payment behaviour,

Due to the significance of the impairment on the receivables and the estimation and judgment involved, this

matter is considered to be a key audit matter.,
Description of how the matters were addressed In the audit
1. We performed the following procedures, among others; We tested the relevant controls aver

* Management's approval of Foreign customer credit policies;

* The Iimpairmenl process, including: controls over trade recelvables both callectively and specifically
provided for;

ued (i.e. early (den
paoi_ﬂo.__lmp"a fmen




PKF

Accountants &
business advisers

Report of the Independent auditor to the members of Solar Explochom Zambla Limitod (centinuod)

* We eva!uated the expected cash flows on contracts with uncertaln payments based on agroad paymant
plans with customers and vouched to subsequent recelpts, For collective Impalrment:

*  We evaluated the arrears monitaring process, through monitoring credit trends |n the portfolio, to assess
whether emerging trends are refiected in the impairment pravision,

* We considered the appropriateness of accounting policles and assessed the receivable impalirment
methodologies across the Company in comparison to the requirements of International Einancial

Reporting Standards (IFRS),

Other information

The directors are responsible for the other information. The other information comprises the directors’ report, the
schedule of operating expenditure but does not include the financial statements and our auditor's report thereon.

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

In'connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our

knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, 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,
Responsibilities of Directors for.the Financial Statements

The directors are responsible for the preparation of the financial statements that give a'true and fair view in
accordance with IFRS, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the company or to cease operations, or has no realistic

alternative but to do so,

Those charged with governance are responsible for overseeing the company's financial reporting process,

Auditor's Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional

scepticism throughout the audit. We also:

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

6 PKF Zambia

Chartered Aceountanis
P 0 Box 70524, Ndola, Zambla

.
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHESIVE INCOME

2020 2019
Notes ZMW ZMW
Revenue 3 219,763,141 183,182,484
Cost of sales (126,533,510)  (107,809,832)
Gross profit 93,229,631 75,372,652
Other income 4 48,349,047 13,239,499
Administrative expenses (32,274,975) (13,600,267)
Other operating expenses (16,179,781) {10,983,960)
Operating profit 5 93,123,922 64,027,924
Finance costs 6 (643,157) {743,046)
Profit before tax 92,480,765 63,284,878
Tax charge 7 (19,524,798) (11.480,820)
Profit for the year 72,955,967 51,804,058
Total comprehensive income for the year 72,955,967 51,804,058

The notes on pages 12 to 35 form an integral part of these financial statements.

Report of the independent auditor - pages 5 and 7.
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STATEMENT OF CHANGES IN EQUITY

Notes
Year ended 30 March 2020

At start of year
Total comprehensive income for the year:

- Profit for the year

At end of year

Year ended 31 March 2019

At start of year

Tax adjustment*

Total comprehensive income for the year:
- Profit for the year

Proposed dividend

At end of year

Ordinary

Share Share Retained Total

Capital premium income equity

ZMW ZMW ZMW ZMw
39,413 7,833,237 141,311,803 132,568,812
- - 72,955,967 72,955,967
39,413 7,833,237 214,267,860 205,524,779
39,413 7,833,237 84,322,725 75,579,645
- - 5,185,110 5,185,110
- - 51,804,058 51,804,058
39413 7,833,237 141,311,893 132,568,812

* This refers to the prior year tax charge which was overcharged and now reversed after obtaing a tax

refund from Zambia Revenue Authority

The notes on pages 12 to 35 form an integral part of these financial statements.

Report of the independent auditor - pages 5 and 8.
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STATEMENT OF FINANCIAL POSITION

EQUITY

Share capital
Share premium
Retained earnings

Equity attributable to owners of the company

Non-current liabilities
Deferred tax
Provisions

REPRESENTED BY

Non-current assets
Property, plant and equipment
Investment

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Current liabllities
Borrowings

Current tax payable
Trade and other payables
Provisions

Net current assets

Notes

9
9

12
17

11
17

13
14
15

10

16
17

2020 2019
ZMW ZMwW
39,413 39,413
7,833,237 7,833,237
214,267,860 141,311,893
222,140,510 149,184,543
7,142,302 2,520,503
564,944 240,607
7,707,246 2,761,110
229,847,756 151,945,653
26,680,553 23,832,907
25,200 -
26,705,753 23,832,907
69,009,601 41,506,109
188,085,288 96,794,910
4,244 876 8.019,048
261,339,765 146,320,067
18,619,495 -
6,307,273 2,138,177
33,239,595 16,033,266
31,399 35,878
58,197,762 18,207,321
203,142,003 128,112,746
229,847,756

151,945,653

The financial statements,on pages 8 to 35 were approved and authorised for issue by the Board of Directors

on 8'/’0

W%‘Q""W""""“@” DIRECTOR

The notes on pages 12 to 35 form an integral part of these financial statements.

Report of the independent auditor - pages 5 and 7.

2020 and were signed on its behalf by:

10

=

Q| ==

IRECTOR
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STATEMENT OF CASH FLOWS

Cash flows from operating activities
Profit/(loss) before tax

Adjustments for:
Depreciation on property, plant and equipment
Interest expense
Changes in working capital;
- inventories
- trade and other receivables
- ftrade and other payables
Tax paid

Net cash from/{(used in) operating activities

Cash flows from investing activities
Proceed on asset disposed

Cash paid for purchase of property, plant and equipment

Net cash from/(used in) investing activities

Cash flows from financing activities
Proceeds from:
- borrowings
Interest paid
Dividends paid:
- ordinary shareholders

Net cash (used in) financing activities

Increase in cash and cash equivalents

Movement in cash and cash equivalents
At start of year
Increase/{decrease)

At end of year

The notes on pages 12 to 35 form an integral part of these financial statements.

Report of the independent auditor - pages 5 and 7.

1

Notes

11

LN

15

2020 2019
ZMW zZmMw
92,480,765 63,284,878
4,226,694 2,587,075
643,157 743,046
(27,503,492)  (17,596,455)
(91,290,378)  (41,086,299)
17,206,329 13,352,076
(10,733,904)  (12,736,649)
(14,970,829) 8,547,672
328,086 37,272
(7,107,768)  (11,746,9806)
(6,779,682)  (11,709,634)
18,619,495 (9,302,962)
(643,157) (743,046)
17,976,338 (10,046,008)
(3,774,173)  (13,207,970)
8,019,048 21,227,019
(3,774,173)  (13,207,970)
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NOTES

1.

a)

SIGNIFICANT ACCOUNTING POLICIES

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

These financial statements comply with the requirements of the Zambian Companies Act, 2017.
The statement of profit or loss and statement of comprehensive income represent the profit and
loss account referred to in the Act. The statement of financial position represents the balance
sheet referred to in the Act.

Basis of preparation

The company financial statements have been prepared under the historical cost convention,
except as indicated otherwise below and are in accordance with International Financial Reporting
Standards (IFRS). The historical cost convention is generally based on the fair value of the
consideration given in exchange of assets. Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date, regardless of whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an asset or liability, the group takes
into account the characteristics of the asset or liability if market participants would take those
characteristics into when pricing the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these consolidated financial statements is
determined on such a basis, except for measurements that have some similarities to fair value
but are not fair value, such as net realisable value in IAS 2 or value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into level 1,
2 or 3 based on the degree to which the inputs to the fair value measurements are observable
and the significance of the inputs to the fair value measurement in its entirety, which are
described as follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;

- Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

- Level 3 inputs are unobservable inputs for the asset or liability.

Transfer between levels of the fair value hierarchy are recognised by the directors at the end of
the reporting period during which the change occurred.

Going concern

The financial performance of the Company is set out in the report of the directors and in the statement of profit
or loss. The financial position of the Company is set out in the statement of financial position. Disclosures in
respect of principal risks and uncertainties are included within the report of the directors. A highly infectious
virus, COVID 19, was discovered and announced towards the end of December 2019. In early 2020, this
disease had spread to most parts of the world. Europe, America and Asia where a number of the Company’s
customer come from, have been significantly impacted. Governments across the world, including in Europe,
America, Asia and Zambia, have put in place a number of measures and restrictions aimed to curb the spread
and impact of this virus. These measures have resulted in disruption of the Company’s activities. As of the
date of issuing these financial statements, the period over which the outbreak and the related restrictions will
continue for is uncertain. The directors have prepared cash flow projections that consider multiple scenarios
and have considered the Company's cash requirements over such scenarios. The directors are of the opinion
that the Company has sufficient access to funds, including inflows expected from commitments of financial
support from its shareholders, to cover its liquidity requirements over the projected period. The directors
anticipate that the business and cash generation will return to normal subsequent to the projected period. The
directors have prepared the financial statements on a going concern basis based on the above cash flow
projection models, current availability of funds, commitments of continued financial support from the
shareholders and in expectation of a return to normal trading conditions at the end of the projected period.
However, the possibility of the current situation persisting beyond the projected period represents a material
uncertainty that may cast doubt on the Company’s ability to continue as a going concern.

12
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NOTES (CONTINUED)
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
a) Basis of preparation (continued)

New and amended standards adopted by the company

All new and amended standards and interpretations that have become effective for the first time
in the financial year beginning 1 January 2018 have been adopted by the company. Of those, the
following have an effect on the company's financial statements:

New standards, amendments and interpretations adopted by the company

The following, which became effective from 1 January 2019, have been adopted but have not had a
significant impact on the company’s financial statements.

- Amendments to IAS 12 'Income Taxes' effective for annual periods beginning on or after 1
January 2019 clarifying on the recognition of income tax consequences of dividends.

- Amendments to IAS 19 'Employee Benefits' effective for annual periods beginning on or after 1
January 2019 clarifying the effects of a retirement benefit plan amendment, curtailment or
settlement.

- Amendments to IAS 23 ‘Borrowing Costs' effective for annual pericds beginning on or after 1
January 2019 clarifying that specific borrowings remaining unpaid at the time the related asset
is ready for its intended use or sale will comprise general borrowings.

- Amendments to IAS 28 ‘Investments in Associates and Joint Ventures' effective for annual
periods beginning on or after 1 January 2019 clarifying that IFRS 9 is only applicable to
investments to which the equity method is not applied.

- Amendments to IFRS 3 'Business Combinations' and IFRS 11 'Joint Arrangements’ effective for
annual periods beginning on or after 1 January 2019 in relation to remeasurement of previously
held interests on a joint operation on obtaining control.

- Amendments to IFRS 9 'Financial Instruments' effective for annual periods beginning on or after
1 January 2019 clarifying that the existence of prepayment features with negative
compensation will not in itself cause the instrument to fail the amostised cost classification.

- Amendments to IFRS 11 'Joint Arrangements ' effective for annual periods beginning on or after
1 January 2019, clarify that when an entity obtains joint control of a business that is a joint
operation, it does not remeasure its previously held interests.

- IFRIC 23 'Uncertainty over Income Tax Treatments' (issued June 2017) effective for annual
periods beginning on or after 1 January 2019 clarifies the accounting for uncertainties in
income taxes.

New standards, amendments and interpretations issued but not effective

At the date of authorisation of these consolidated financial statements the following standards and
interpretations, which have not been applied in these consolidated financial statements, were in
issue but not yet effective for the year presented:

- Amendments to IFRS 10 and IAS 28 'Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture' (issued in September 2014) applicable from a date yet to be
determined, address a current conflict between the two standards and clarify that a gain or loss
should be recognized fully when the transaction involves a business, and partially if it involves
assets that do not constitute a business.

- IFRS 17 ‘Insurance Contracts' (issued in May 2017) effective for annual periocds beginning on or
after 1 January 2021 establishes the principles for the recognition, measurement, presentation
and disclosure of insurance contracts issued. It also requires similar principles to be applied to
reinsurance contracts held and investment contracts with discretionary participation features
issued. The objective is to ensure that entities provide relevant information in a way that
faithfully represents those contracts. The company does not issue insurance contracts.

13
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NOTES (CONTINUED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a) Basis of preparation (continued)

New and amended standards adopted by the company (continued)

IFRS 15: Revenue from contracts with customers

Under IFRS 15, revenue from sale of goods is recognised when the customer obtains control of the goods.
Revenue from sales of services is recognised over time provided the consumption of the service by the
customer is simultaneous with the performance of the service by the Company. The application of the
standard, retrospectively, in the current year has not had a material impact on the financial position or
financial performance of the company, and a prior period adjustment has, therefore, not been required.
However, minor changes in presentation have been necessary, including the separate presentation of
contract assets and contract liabilities, which were previously presented net as ‘work-in-progress’.

New standards, amendments and interpretations issued but not effective

At the date of authorisation of these financial statements the following standards and interpretations which
have not been applied in these financial statements were in issue but not yet effective for the year
presented:

- Amendments to IAS 12 ‘Income Taxes' effective for annual periods beginning on or after 1 January 2019
clarifying on the recognition of income tax consequences of dividends.

- Amendments to IAS 19 ‘Employee Benefits' effective for annual periods beginning on or after 1 January
2019 clarifying the effects of a retirement benefit plan amendment, curtailment or settlement.

- Amendments to IAS 23 'Borrowing Costs’ effective for annual periods beginning on or after 1 January
2019 clarifying that specific borrowings remaining unpaid at the time the related asset is ready for its
intended use or sale will comprise general borrowings.

- Amendments to IAS 28 ‘Investments in Associates and Joint Ventures' effective for annual periods
beginning on or after 1 January 2019 clarifying that IFRS 9 is only applicable to investments to which the
equity method is not applied.

- Amendments to IFRS 3 'Business Combinations' and IFRS 11 'Joint Arrangements' effective for annual
periods beginning on or after 1 January 2019 in relation to remeasurement of previously held interests
on a joint operation on obtaining control.

- Amendments to IFRS 9 'Financial Instruments' effective for annual periods beginning on or after 1
January 2019 clarifying that the existence of prepayment features with negative compensation will not in
itself cause the instrument to fail the amortised cost classification.

- IFRS 16 'Leases’ (issued in January 2017) effective for annual periods beginning on or after 1
January 2019, replaces IAS 17 ‘Leases’, IFRIC 4 'Determining whether an Arrangement
Contains a Lease' and their interpretations (SIC-15 and SIC-27). IFRS 16 establishes principles
for the recognition, measurement, presentation and disclosure of leases, with the objective of
ensuring that lessees and lessors provide relevant information that faithfully represents those
transactions.

14
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NOTES (CONTINUED)
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a) Basis of preparation (continued)

New standards, amendments and interpretations issued but not effective (continued)

- IFRS 17 ‘Insurance Contracts’ (issued May 2017) effective for annual periods beginning on or
after 1 January 2022 establishes the principles for the recognition, measurement,
presentation and disclosure of insurance contracts.

- IFRIC 23 'Uncertainty over Income Tax Treatments’ {issued June 2017) effective for annual
periods beginning on or after 1 January 2019 clarifies the accounting for uncertainties in
income taxes.

The directors expect that the future adoption of IFRS 16 may have a material impact on the
amounts reported. However, it is not practicable to provide a reliable estimate of the effects of
the above until a detailed review has been completed. The directors do not expect that adoption
of the other standards and interpretations will have a material impact on the financial statements
in future periods. The company plans to apply the changes above from their effective dates.

b) Critical accounting estimates and judgement

In the application of the accounting padlicies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other relevant factors. Such estimates and assumptions are reviewed
on an ongoing basis. Revisions to estimates are recognised prospectively.

The directors have made the following assumptions that have a significant risk of resulting in a
material adjustment to the carrying amounts of assets and liabilities within the next financial
year.

- Measurement of expected credit losses (ECL):

The measurement of the expected credit loss allowance for financial assets measured at amortised
cost and FVTOCI is an area that requires the use of complex models and significant assumption
about future economic conditions and credit behaviour.

A number of significant judgements are also required in applying the accounting
requirements for measuring ECL, such as:

- Determining criteria for significant increase in credit risk;

- Choosing appropriate models and assumptions for the measurement of ECL;

- Establishing the number and relative weightings of forward-lacking scenarios for each
type of product/market and associated ECL; and

- Establishing groups of similar financial assets for the purposes of measuring ECL

ECLs are measured as the probability-weighted present value of expected cash shortfalls
over the remaining expected life of the financial instrument.

The measurement of ECLs are based primarily on the product of the instrument's Probability
of Default (PD), Loss Given Default (LGD), and Exposure At Default (EAD).

The ECL model applied for financial assets other than trade receivables and contains a
three-stage approach that is based on the change in the credit quality of assets since initial
recognition.
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1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
a) Basis of preparation (continued)
b) Critical accounting estimates and judgement (continued)
- Measurement of Expected Credit Losses (ECL) (continued):

- Stage 1 - If, at the reporting date, the credit risk of non-impaired financial instruments has not
increased significantly since initial recognition, these financial instruments are classified in
Stage 1, and a loss allowance that is measured, at each reporting date, at an amount equal
to 12-month expected credit losses is recorded.

- Stage 2 - When there is a significant increase in credit risk since initial recognition, these
non-impaired financial instruments are migrated to Stage 2, and a loss allowance that is
measured, at each reporting date, at an amount equal to lifetime expected credit losses is
recorded. In subsequent reporting periods, if the credit risk of the financial instrument
improves such that there is no longer a significant increase in credit risk since initial
recognition, the ECL model requires reverting to recognition of 12-month expected credit
losses.

- When one or more events that have a detrimental impact on the estimated future cash
flows of a financial asset have occurred, the financial asset is considered credit-impaired
and is migrated to Stage 3, and an allowance equal to lifetime expected losses continues to
be recorded or the financial asset is written off.

Assessment of significant increase in credit risk: The determination of a significant
increase in credit risk takes into account many different factors including a comparison of a
financial instruments credit risk or PD at the reporting date and the credit or PD at the date
of initial recognition. IFRS 9 however includes rebuttable presumptions that contractual
payments are overdue by more than 30 days will represent a significant increase in credit
risk (stage 2) and contractual payments that are more than 90 days overdue will represent
credit impairment (stage 3). The group uses thess guidelines in determining the staging of its
assets unless there is persuasive evidence available to rebut these presumptions

For trade receivables, the group has applied the simplified model under IFRS 9 where
lifetime expected credit loss allowance is recognised on the basis of a provisioning matrix.

- Useful lives of property and equipment and intangible assets

Management reviews the useful lives and residual values of the items of property and
equipment on a regular basis. During the financial year, the directors determined no
significant changes in the useful lives and residual values.

¢) Revenue recognition

The company recognises revenue from direct sales of explosives and from contracts for the supply of
explosive accessories. The company recognises revenue as and when it satisfies a performance
obligation by fransferring control of a product or service to a customer. The amount of revenue
recognised is the amount the Company expects to receive in accordance with the terms of the contract,
and excludes amounts collected on behalf of third parties, such as Value Added Tax.

Other income

i) Interest income is accrued by reference to time in relation to the principal outstanding and the
effective interest rate applicable.

ii) Dividend income is recognised when the shareholders right to receive payment has been
established. The company currently has no equity investments.
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1.

d)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Translation of foreign currencies

Transactions in foreign currencies during the year are converted into Zambian Kwacha (the functional
currency), at the rates ruling at the transaction dates. At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items
carried at fair value that are denominated in foreign currencies are retranslated at the rates prevailing at
the date when the fair value was determined. Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated. The resulting differences from conversion and translation
are dealt with in profit or loss in the year in which they arise except for:

+ exchange differences on foreign currency borrowings relating to assets under construction for
future productive use, which are included in the cost of those assets when they are regarded
as an adjustment to interest costs on those foreign currency borrowings;

+ eaxchange differences on transactions entered into in order to hedge certain future foreign
currency risks which meet the criteria for hedge accounting which are recognised in the other
comprehensive incomse; and

+ exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely to occur (therefore forming part of the net investment in the
foreign operation), which are recognised initially in other comprehensive income and reclassified
from equity to profit or loss on repayment of the monetary items.

Translation differences on non-monetary financial assets and liabilities such as equities held at fair value
through profit or loss are recognised in profit or loss as part of the fair value gain or loss. Translation
differences on non-monetary financial assets, such as equities classified as available for sale, are included
in other comprehensive income.

Property, plant and equipment

All property, plant and equipment is initially recorded at cost and thereafter stated at historical cost less
depreciation (except as stated below). Historical cost comprises expenditure initially incurred to bring the
asset to its location and condition ready for its intended use.

Freehold and leasehold land, buildings and plant and machinery are subsequently shown at market value,
based on periodic valuations less subsequent depreciation.

Revaluations are performed with sufficient regularity such that the carrying amounts do not differ materially
from those that would be determined using fair values at the end of each reporting period.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of
the asset, and the net amount is restated to the revalued amount of the asset.

Increases in the carrying amount arising on revaluation are credited to other comprehensive income except
to the extent that it reverses a revaluation decrease for the same asset previously recognised in profit or
loss, in which case the increase is credited to profit or loss to the extent of the decrease previously
expensed. Decreases that offset previous increases of the same asset are charged to other
comprehensive income; all other decreases are charged to profit or loss. Each year the difference between
depreciation based on the revalued carrying amount of the asset (the depreciation charged to profit or loss)
and depreciation based on the asset's original cost is transferred from the retained earnings to revaluation
reserve.
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1.

e)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment (continued)

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

Freehold land is not depreciated.

Leasehold land is depreciated over the remaining period of the lease.

Depreciation on all other assets is calculated on straight line method to write down the cost of each
asset, or the revalued amount, to its residual value over its estimated useful life using the following
annual rates:

Rate %

Buildings 5
Plant and machinery 20
Furniture and fittings 10
Motor vehicles 20
Computer equipment 20
Electrical installation 10

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposal of property, plant and equipment are determined by comparing the
proceeds with the carrying amount and are taken into account in determining operating profit/loss.
On disposal of revalued assets, amounts in the revaluation reserve relating to that asset are
transferred to retained earnings in the statement of changes in equity.

Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortisation and accumulated impairment losses. Amortisation is recognised on

a straight-line basis over their estimated useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis. Intangible assets with indefinite useful lives
that are acquired separately are carried at cost less accumulated impairment losses.

Computer software

Computer software licences are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are amortised over their estimated usefel lives
which are estimated to be 5 years.

Costs associated with developing or maintaining computer software programmes are
recognised as an expense as incurred. Costs that are directly associated with the production of
identifiable and unique software products controlled by the company, and that will probably
generate economic benefits exceeding costs beyond one year, are recognised as intangible
assets. Direct costs include software development staff costs and an appropriate portion of
relevant overheads.

Computer software development costs recognised as assets are amortised over their estimated
useful lives which are estimated to be 5 years.
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1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

g} Financial instruments

Financial instruments are recognised when, and only when, the company becomes party to the
contractual provisions of the instrument. All financial assets are recognised initially using the
trade date accounting which is the date the company commits itself to the purchase or sale.

- Financial assets
The company classifies its financial assets into the following categories:

i) Amortised cost;
Financial assets that are held within a business model whose objective is to hold assets in
order to collect contractual cash flows, and for which the contractual terms of the financial
asset give rise on specified dates to cash flows that are Solely Payments of Principal and
Interest (SPPI) on the principal amount outstanding and are not designated at Fair Value
Through Profit or Loss (FVTPL), are classified and measured at amortised cost;
The carrying amount of these assets is adjusted by any expected credit loss allowance
recognised and measured.

ii) Fair Value Through Other Comprehensive Income (FVTOCI):
Financial assets that are held for collection of contractual cash flows where these cash
flows comprise SPPI and also for liquidating the assets depending on liquidity needs and
that are not designated at FVTPL, are classified and measured at value through other
comprehensive income (FVTQOCI). Movements in the carrying amount are taken through
OCI, except for recognition of impairment gain or losses, interest revenue and foreign
exchange gain and losses. Gains and losses previously recognised in OCI are reclassified
from equity to profit or loss on disposal of such instruments. Gains and losses related to
equity instruments are not reclassified.

iii) Fair Value Through Profit or Loss (FVTPL):
Financial assets that do not meet the criteria for amortised cost or FVTOCI are measured at
FVTPL. A gain or loss on a debt investment that is subsequently measure at fair value
through profit or loss and is not part of a hedging relationship is recognised in profit or loss
and presented in the profit or loss statement.

Notwithstanding the above, the group may:
- on initial recognition of an equity investment that is not held for trading, irrevocably elect
to classify and measure it at fair value through other comprehensive income

- on initial recognition of a debt instrument, irrevocably designate it as classified and
measured at fair value through profit or loss if doing so eliminates or significantly
reduces a measurement or recognition inconsistency.

At initial recognition of a financial asset, the company determines whether newly recognised
financial assets are part of an existing business model or whether they reflect the
commencement of a new business model. The company reassess its business models each
reporting period to determine whether the business models have changed since the preceding
period. For the current and prior reporting period the company has not identified a change in its
business models.

Derecognition/write off

Financial assets are derecognised when the rights to receive cash flows from the financial asset
have expired, when the company has transferred substantially all risks and rewards of ownership,
or when the company has no reasonable sxpectations of recovering the asset.

When a debt instrument measured at FVTOCI is derecognised, the cumulative gainfloss
previously recognised in OCI is reclassified from equity to profit or loss. In contrast, for an equity
investment designated as measured at FVTOCI, the cumulative gain/loss previously recognised in
OCl is not subsequently reclassified to profit or loss but transferred within equity.
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1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
g) Financial instruments (continued)

- Financial assets (continued)

Financial instruments that are subsequently measured at amortised cost or at
FVTOCI are subject to impairment.

Impairment

The company recognises loss allowances for Expected Credit Losses (ECLs) on the
following financial instruments that are measured at amortised cost or at fair value
through other comprehensive income (FVTOCI):

- Cash and cash equivalents

- Trade and other receivables

- Other financial assets

No impairment loss is recognised on investments measured at FVTPL.

The loss allowance is measured at an amount equal to the lifetime expected credit losses
for trade receivables and for financial instruments for which:

- the credit risk has increased significantly since initial recognition; or

- there is observable evidence of impairment (a credit-impaired financial asset).

If, at the reporting date, the credit risk on a financial asset other than a trade receivable
has not increased significantly since initial recognition, the loss allowance is measured
for that financial instrument at an amount equal to 12-month expected credit losses. All
changes in the loss allowance are recognised in profit or loss as impairment gains or
losses.

Lifetime expected credit losses represent the expected credit losses that result from all
possible default events over the expected life of a financial instrument.

12-month expected credit losses represent the portion of lifetime expected credit losses
that result from default events on a financial asset that are possible within 12 months after
the reporting date.

Expected credit losses are measured in a way that reflects an unbiased and probability
weighted amount determined by evaluating a range of possible outcomes, the time value of
money, and reasonable and supportable information that is available without undue cost or
effort at the reporting date about past events, current conditions and forecasts of future
economic conditions.

All financial assets are classified as non-current except those that are held for trading,
those with maturities of less than 12 months from the balance sheet date, those
which management has the express intention of holding for less than 12

months from the reporting date or those that are required to be sold to raise
operating capital, in which case they are classified as current assets.

- Financial liabilities

Financial liabilities that are held for trading (including derivatives), financial
guarantee contracts, or commitments to provide a loan at a below-market interest
rate are classified and measured at fair value through profit or loss. The
company may also, on initial recognition, irrevocably designate a financial liability as
at fair value through profit or loss if doing so eliminates or significantly reduces a
measurement or recognition inconsistency.

- All other financial liabilities are classified and measured at amortised cost.
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1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

g) Financial instruments (continued)
- Financial liabilities (continued)

All financial liabilities are classified as non-current except those held for trading, those
expected to be settled in the Company's normal operating cycle, those payable or
expected to be paid within 12 months of the balance sheet date and those which the
company does not have an unconditional right to defer settlement for at least 12 months
after the balance sheet date.

- Offsetting financial instruments

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

h) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined by

the first-in-first-out (FIFO) methad. The cost of finished goods and work-in-progress comprises
raw materials, direct labour, other direct costs and related production overheads (based on
normal operating capacity), but excludes borrowing costs. Net realisable value is the estimate
of the selling price in the ordinary course of business, less the costs of completion and selling
expenses.

i) Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash in
hand, deposits held at call with banks, and financial assets with maturities of less than 91 days,
net of bank overdrafts and money market lines.

Restricted cash balances are those balances that the company cannot use for working capital
purposes as they have been placed as a lien to secure borrowings.

In the statement of financial position, bank overdrafts are included within borrowings in current
liabilities.

j) Share capital

Ordinary shares are classified as equity. Mandatorily redeemable preference shares are
classified as liabilities.

k) Dividends
Proposed dividends are disclosed as a separate component of equity until declared.

Dividends are recognised as a liabilities in the period in which they are approved by the company's
shareholders.

I) Taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or
loss, except to the extent that it relates to items recognised in the comprehensive income or in
equity. In this case, the tax is also recognised in other comprehensive income and equity.

Current tax
Current tax is provided on the results for the year, adjusted in accordance with tax legislation.
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1.
)

n)

o)

P)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Taxation (continued)

Deferred tax

Deferred tax is provided using the liability method for all temporary differences arising between the tax
bases of assets and liabilities and their carrying values for financial reporting purposes. Currently
enacted tax rates are used to determine deferred tax. Deferred tax assets are recognised only to the
extent that it is probable that future taxable profits will be available against which temporary timing
differences can be utilised.

For the purposes of measuring deferred tax liabilities and deferred tax assets for investment
properties that are measured using fair value model, the carrying amounts of such properties
are presumed to be recoverable entirely through sale unless presumption is rebutted. The
presumption is rebutted when the investment property is depreciable and held within a business
model whose objective is to consume substantially all its economic benefits embodied in it over
time rather than through sale.

Accounting for leases
The company as lessee

Leases of assets where the company assumes substantially all the risks and rewards of
ownership, are classified as finance leases.

Assets held under finance leases are initially recognised as assets of the company at their fair
value at the inception of the lease or, if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is included in the consolidated statement of
financial position as a finance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the liability.
Finance expenses are recognised immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they are capitalised in accordance with the
company's general policy on borrowing costs (see note o above). Contingent rentals are
recognised as expenses in the periods in which they are incurred.

Such property, plant and equipment is depreciated over its useful life.

Leases of assets under which a significant portion of the risks and rewards of ownership are
effectively retained by the lessor are classified as operating leases. Payments made under
operating leases are charged to profit or loss on a straight line basis over the period of the

lease. Lease incentives received are recognised as a liability and reduction of the rental
expense on a straight line basis.

Employee entitiements

The estimated monetary liability for employees' accrued annual leave entitiement at the reporting
date is recognised as an expense accrual.

Borrowing costs

Borrowing costs that are attributable to acquisition, construction or production of a qualifying asset are
capitalised as part of the asset based either on actual cost on specific borrowings or, in the case of
general borrowings, based on a weighted average cost.

Capitalisation of borrowing costs ceases when all activities necessary to prepare the asset for its
intended use or sale are complete. All other borrowing costs are recognised in profit or loss.

Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in presentation in
the current year. However, the comparatives in these financial statements were not audited by us.
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2020 2019
3. Revenue ZMW ZMW
Revenue from domestic sale of goods 131,536,419 141,888,438
Revenue from export sale of goods 88,226,722 41,294,046
219,763,141 183,182,484
2020 2019
4. Other income ZMW ZMW
Profit on exchange differences 42,909,824 12,583,034
Other income - 61,275
Insurance claims 408,970 106,000
interest earned 62,102 489,190
Discount Received 4,968,151 -
48,349,047 13,239,499
5. Operating profit/(loss)
The following items have been charged/(credited) in
arriving at operating profit/(loss):
Depreciation on property, plant and equipment 4,226,694 2,587,075
Auditors’ remuneration
- current year 303,552 252,986
Exchange differences 33,427 -
Staff costs 4,968,610 3,508,320
6. Finance costs
Interest expense:
- loans - 343,423
- other interest charges - Bank 643,157 399,623
643,157 743,046
7. Tax
Current tax 14,903,000 9,678,516
Deferred tax charge/(credit) (Note 13) 4,621,798 1,802,304
Tax charge/(credit) 19,524,798 11,480,820
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8.

10.

Tax (continued)

2020
ZMW

2019
ZMW

The tax on the Company's profit/(loss) before tax differs from the theoretical amount that would arise

using the basic rate as follows:

Profit before tax

Tax calculated at a tax rate of 17.5% (2019: 35%) ZDA tax incentives

Tax effect of:
- expenses not deductible for tax purposes
- expenses deductible for tax purposes

Tax charge

Tax charged to:

Balance at the beginning of the year

Current tax for the year recognised in profit or loss
Tax overpaid in the pravious year

Tax paid

Balance at period end

Share capital
Authorised:
39,413 (2019: 39,413) ordinary shares of ZMW 1 each

Issued and fully paid:
39,413 (2019: 39,413) ordinary shares of ZMW 1 each
Share premium

Borrowings

First National Bank

First National Bank facility

18,619,495

92,480,765 63,284,878
16,184,134 11,074,854
3,896,137 4,160,486
(1,300,288) (8,700,484)
18,779,983 6,534,855
2,138,177 10,381,420
14,903,000 9,678,516
- (5.185,110)
(10,733,904)  (12,736,649)
6,307,273 2,138,177
39,413 39,413
39,413 39,413
7,833,237 7,833,237
7,872,650 7,872,650
18,619,495 -

The Company has a USD2 million overdraft facility with First National Bank that is subject to review on

31 May 2019, and is secured by:

First mortgage debenture (covers land plus movable including debtors) over Lot 38251 Chambishi,

- Copperbelt, Zambia;

Valuation dated 25 November 2013 conducted by Bitrust Real Estate detailed as: Land & Building
valued at USD1,214,545.46; moveable assets valued at USD3,043,973 (control panel, pumps, air
compressor, silos, laboratory equipment, folk lift, chilling unit, cooling tower, water condensation

tank, jet mixer, KP machine, crimbing machine & motor vehicles);

Mortgage debenture includes stock comprising raw materials and finished goods valued at

- USD1,096,288.12 as at 30 November;

- Cession of receivables, good debtors less than 30 days old valued at UAS1,712,184 as at 30
- Letter of comfort from parent Company, Solar Industries |ndia Ltd; and
- First legal mortgage over 20 Hectare property (adjacent to Lot 38251 and to be notarially tied).
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11. Property, plant and equipment

Year ended 30 March 2020

Furniture,
Plant and fixture and Motor Office Electrical  Capital work
Land Buildings machinery  equipment Vehicles equipment Computers installation in progress Total
ZMwW ZMwW ZMW ZMwW ZMwW ZMwW ZMW ZMwW ZMW ZMW

Cost
At start of year 284,848 10,024,718 17,466,731 192,998 16,004,619 55,641 243,856 1,899,171 5,928,003 52,100,585
Additions - - - - - - - - 7,107,768 7,107,768
Transfer 3,686,244 44,954 638,643 13,449 7,727,682 - 216,920 - (12,327,892) -
At end of year 3,971,092 10,069,672 18,105,374 206,447 23,732,301 55,641 460,776 1,899,171 707,879 59,208,353
Comprising
Cost 3,971,092 10,069,672 18,105,374 206,447 23,732,301 55,641 460,776 1,899,171 707,879 59,208,353
Valuation - - - - - - - - - -

3,971,092 10,069,672 18,105,374 206,447 23,732,301 55,641 460,776 1,899,171 707,879 59,208,353
Depreciation
At start of year - 3,014,707 16,154,686 112,729 7,507,686 50,660 153,470 1,273,740 - 28,267,678
Charge for the year 33,427 502,712 544,222 19,840 2,917,534 1,458 51,012 189,917 - 4,260,122
At end of year 33,427 3,517,419 16,698,908 132,569 10,425,220 52,118 204,482 1,463,657 - 32,527,800
Net book value
As at 31 March 2020 3,937,665 6,652,253 1,406,466 73,878 13,307,081 3,523 256,294 435,514 707,879 26,680,553
As at 31 March 2019 284,848 7,010,011 1,312,045 80,269 8,496,933 4,981 90,386 625,431 5,928,003 23,832,907
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12.

13.

Deferred tax

Deferred tax is calculated, in full, on all temporary differences under the liability method using a principal
tax rate of 17.5% (2018: 35%). The movement on the deferred tax account is as follows:

At start of year
Charge/(credit) to profit or loss (Note .7)

At end of year

Deferred tax (assets)/liabilities, deferred tax charge/(credit) to other comprehensive income

2020 2019

ZMw MW
2,520,503 718,199
4,621,799 (1.802,304)
7,142,302 2,520,503

deferred tax charge/(credit) to equity and deferred tax charge/(credit) in profit or loss are attributable

to the following items:

Deferred tax liabilities
Propertty, plant and equipment
- accelerated tax depreciation

Deferred tax assets
Other timing differences

Net deferred tax liability/(asset)

Inventories

Raw materials, Goods in Transit and components
Goods-in-transit

Work-in-progress

Finished and Traded goods

Consumables, maintenance spares and electrical spares

26

Charge/
At (credit) At
start of to profit end of
year or loss year
ZMw MW ZMW
3,206,177 - 1,961,794 1,244,382
3,206,177 (1,961,794) 1,244,382
685,674 5,197,600 5,883,273
685,674 5,197,600 5,883,273
2,520,503 4,607,153 7,127,656
2020 2019
ZMwW ZMwW
43,224,369 31,118,023
11,015,306 1,969,295
93,750 106,875
12,265,719 5,932,543
2,410,457 2,379,373
69,009,601 41,506,109
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14. Trade and other receivables

Trade receivables
Less: impairment provisions

Net trade receivables

Advances from suppliers

Employee costs in advance

Other receivables

Loan/advance to related parties (Note 18(iv))
Receivable from related parties (Note 18 (jii))

15. Cash and cash equivalents

Cash at bank and in hand

For the purposes of the statement of cash flows, the year end cash and cash equivalents

comprise the following:

Cash in hand
Cash at bank

16. Trade and other payables

Trade payables

Amounts received in advance

Statutory liabilities

VAT payable

Other payables

Amount due to related parties (Note 18 (jii))

17. Provisions

At start of year
Additional provisions during the year
Utilised during the year

At end of year

2020 2019
ZMW ZMW
162,044,997 87,700,123
(11,330,031) (2,708,500)
150,714,966 84,991,623
3,795,488 9,694,270
767,844 252,221
145,682 114,855
12,542,434 -
20,118,874 1,741,941
188,085,288 86,794,910
2020 2019
ZMW MW
4,244 876 8,019,048
2020 2019
ZMW ZMW
148,887 70,707
4,095,989 7,948,341
4,244,876 8,019,048
2020 2019
ZMW ZMW
10,713,112 3,307,335
568,464 852,661
278,852 125,080
122,319 156,784
572,641 933,151
20,984,207 10,659,255
33,239,595 16,033,266
Other Gratuity and
provision long service Total
ZMW ZMW ZMW
35,878 240,607 276,485
- 324,337 324,337
(4,479) - (4,479)
31,399 564,944 596,343
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18. Related party transactions and balances

The payments to related party’s are interest free, unsecured and have no specific repayment
dates.

i)

Purchases of goods and services from related party's.

Economic Explosives Limited
Solar Industries India Limited
Nigachem Nigerial Limited

Solar Mining Services India Limited

Sale of goods and services from related party's.

Laghe Venture Limited
Solar Mining Services India Limited

Outstanding balances arising from sale and purchase
of goods/services

Receivables from related parties

Laghe Venture Limited
Solar Mining Services Limited

Loan/advances

Solar Mining Services Limited
Solar Nitro Chemicals Limited

12,542,434

2020 2019
ZMwW ZMW
21,265,648 22,566,436
35,669,889 16,156,112

- 62,716
28,973,978 34,132,000
85,909,516 72,917,264

16,271,364 -
5,724,447 1,477,325
21,995,811 1,477,325
2020 2019
ZMW ZMwW
18,199,181 -
1,919,693 1,741,941
20,118,874 1,741,941
11,065,534 -
1,476,800 -

The receivables from related parties are interest rate of 10%, have no specific dates of

repayment and are unsecured.
Payable to related parties

Economic Explosives Limited
Solar Industries India Limited

14,340,856 8,990,137
6,643,351 1,669,117
10,669,255

20,984,207

The payables to related parties are interest free, have no specific dates of repayment and

are unsecured.,

Key management personnel compensation

Short term employee benefits
Post employment benefits

No provision has been required in 2020 and 2019 for the loans made to key management

personnel and associates.
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22. Risk management objectives and policies

Financial risk management

The company’s activities expose it to a variety of financial risks: market risk (including
foreign exchange risk, interest rate risk and price risk), credit risk and liquidity risk.

The company’s overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects on the company’s financial
performance.

Risk management is carried out by the management under policies approved by the board of
directors. Management identifies, evaluates and hedges financial risks in close co-operation with
various departmental heads. The board provides written principles for overall risk management,
as well as written policies covering specific areas, such as foreign exchange risk, interest rate
risk, credit risk, use of derivative financial instruments and non derivative financial instruments,
and investment of excess liquidity.

(a) Market risk
- Foreign exchange risk

The group/company are exposed to foreign exchange risk arising from various currency
exposures primarily with respect to the US Dollar. The risk arises from future
transactions, assets and liabilities in the statement of financial position date.

A 10% sensitivity rate is being used when reporting foreign risk internally to key
management personnel and represents managements assessment of the reasonably
possible change in foreign exchange rates.

(b) Credit risk

Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits with
banks and financial institutions, as well as credit exposures to customers, including outstanding

If customers are independently rated, these ratings are used. Otherwise, if there is no independent
rating, management assesses the credit quality of the customer, taking into account their financial
position, past experience and other factors.

Individual limits are set based on internal or external information in accordance with limits set by the
management. The utilisation of credit limits is regularly monitored.

In assessing whether the credit risk on a financial asset has increased significantly, the company
compares the risk of default occurring on the financial asset as at the reporting date with the risk of
default occurring on that financial asset as at the date of initial recognition. In doing so, the
company considers reasonable and supportable information that is indicative of significant
increases in credit risk since initial recognition and that is available without undue cost or effort.
There is a rebuttable assumption that the credit risk on a financial asset has increased significantly
since initial recognition when contractual payments are more than 30 days past due.

For these purpose default is defined as having occurred if the debtor is in breach of contractual
obligations, or if information is available internally or externally that suggests that the debtor unlikely
to be able to meet its obligations. However, there is a rebuttable assumption that that default does
not occur later than when a financial asset is 90 days past due.
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22. Risk management objectives and policies (continued)
(b) Credit risk (continues)

If the company does not have reasonable and suppartable information to identify significant increases
in credit risk and/or to measure lifetime credit losses when there has been a significant increase in
credit risk on an individual instrument basis, lifetime expected credit losses are recognised on a
collective basis. For such purposes, the company groups financial assets on the basis of shared
credit risk characteristics, such as:

- type of instrument;

- industry in which the debtor operates; and

- nature of collateral.

A financial asset is credit-impaired when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred. Evidence that a financial asset is
credit impaired include observable data about the the following events:

- significant financial difficulty of the debtor

- abreach of contract

- itis probable that the debtor will enter bankruptecy

- the disappearance of an active market for the financial asset because of financial difficulties.

The gross carrying amount of financial assets with exposure to credit risk at the balance sheet date
was as follows:

12-month

Basis for measurement of loss expected Lifetime expected credit losses
allowance credit losses {see note below)

a) b) c) Total
As at 31 March 2020 ZNW MW ZMwW ZMW ZMW
Trade receivables 162,044,997 - - - 162,044,997
Other receivables 4,709,014 - - - 4,709,014
Receivables from related parties 32,661,308 - - - 32,661,308
Cash at bank 4,244,876 - - - 4,244,876
Gross carrying amount 203,660,195 - - 203,660,195
Loss allowance (11,330,031) - - (11,330,031)
Exposure to credit risk 203,660,195 _ (11,330,031) - - 192,330,164
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22. Risk management objectives and policies (continued)

(b) Credit risk (continued)

12-month

Basis for measurement of expected Lifetime expected credit losses (see note
loss allowance credit losses below)

a) b} c) Total
As at 31 March 2019 ZMW ZNwW ZNw ZMwW ZMwW
Trade receivables 87,700,123 87,700,123
Other receivables 10,061,346 10,061,346
Related parties 1,741,941 1,741,941
Cash at bank 8,019,048 8,019,048
Gross carrying amount 107,522,458 - - - 107,522,458
Loss allowance - (2,708,500) (2,708,500)
Exposure to credit risk 107,522,458 _ (2,708,500) - - 104,813,958

Financial assets for which the loss allowance has been measured at an amount equal to lifetime
expected credit losses have been analysed above based on their credit risk ratings as follows:

a) financial assets for which credit risk has increased significantly since initial recognition but that
are not credit impaired;

b) financial assets that are credit impaired at the balance sheet date;

c) trade receivables, contract assets and lease receivables for which the loss allowance is always

measured at an amount equal to lifetime expected credit losses, based, as a practical expedient,

on provision matrices.

The age analysis of the trade receivables at the end of each year was as follows:

30 to 90 90 to 180 Over 180
Not past due days past days past days past Total
ZMW ZMW ZMW ZMwW ZMW
As at 31 March 2020 13,321,660 19,644,614 16,715,886 112,362,837 162,044,996
As at 31 March 2019 27,292,589 14,905,705 32,980,154 12,521,675 87,700,123
The changes in the loss allowance during the year were as follows:
12-month
Basis for measurement of expected Lifetime expected credit losses (see note
loss allowance credit losses below)
a) b) c) Total
Year ended 31 March 2020 ZMW ZMW ZMwW ZMwW ZMw
At start of year - (2,708,500) - - (2,708,500)
Changes arising from whether the loss
allowance is measured at an amount equal to
12-month or lifetime expected credit losses (8,621,531) - - (8,621,531)
Changes because of financial assets that
were written off during the yez - - - - -
Other changes - - - - -
At end of year - AR} - - (11,330,031)

————————————— ———————————— — ——————————
33— — — 3§ —
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22. Risk management objectives and policies (continued)

(b) Credit risk (continued)

Basis for measurement of loss
allowance

Year ended 31 March 2019

At start of year
Changes relating to assets
Changes arising from whether the loss

allowance is measured at an amount equal to

12-month or lifetime expected credit losse¢
Changes because of financial assets that
were written off during the year

Other changes

At end of year

The loss allowances at the end of each year relate to the following;

Basis for measurement of loss
allowance

12-month
expected
credit Lifetime expected credit
losses losses (see note below)
a) b) c) Total
ZMW ZMW ZMW ZMW ZMwW
- (2,708,500) - - (2,708,500)
_ - {(2,708,500) - - (2,708,500)
12-month
expected
credit Lifetime expected credit
losses losses (see note below)
a) b) c) Total
ZMW ZMW ZMW ZMW ZMwW

As at 31 March 2020

Trade receivables (all related to
contracts with customers)

(11,330,031)

(11,330,031)

Total

As at 31 March 2019

Trade receivables (all related to
contracts with customers)

Total

(11,330,031) - - - (11,330,031)
12-month
expected
cradit Lifetime expected credit
losses losses (see note below)
a) b) c) Total
ZMW ZMW ZMwW ZMW ZMW
{(2,708,500) - - - (2,708,500)
(2,708,500) - - - (2,708,500)

The company does not hold any collateral against the past due or impaired receivables. The
management continues to actively follow up past due receivables.
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2: Risk management objectives and policies (continued)
(c) Liquidity risk

Cash flows forecasting is performed by the finance department of the company by monitoring the compan
liquidity requirements to ensure it has sufficient cash to meet operational needs while maintaining
sufficient headroom on its undrawn committed borrowing facilities at all times so that the company
does not breach borrowing limits or covenants (where applicable) on any of its borrowing facilities.
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the
availability of funding through an adequate amount of committed credit facilities and the ability to close
out market positions. Due to the dynamic nature of the underlying businesses, the group's
management maintains flexibility in funding by maintaining availability under committed credit lines.
A disclosure of the undrawn facilities is as per Note 12, This is the company's liquidity reserve.
Notes 10 and 18 disclose the maturity analysis of borrowings and trade and other payables.

The table below disclose the undiscounted maturity profile of the company's financial liabilities:

Between
Interess Between 3 months- Between More than
rate 1 - 3months 1 year 1-5years §5years Total
%age ZNMW ZNMW ZMW ZIW ZMW
Year ended 31 March 2020
Interest bearing liabilities
- Trade and other payables - - - -
- Borrowings 18,619,495 18,619,495
Non-interest bearing liabilities
- Trade and other payables 33,239,595 - - - 33,239,595
- Borrowings - - -
51,859,090 _ - - - 51,859,090
Between
Interess Between 3 months- Between More than
1 - 3months 1 year 1-5years §years Total
ZMW ZMW ZMW ZMW ZMW
Year ended 31 March 2019
Interest bearing liabilities
- Trade and other payables - - - - -
- Borrowings - - - - -
Non-interest bearing liabilities
- Trade and other payables 16,033,266 2,424 13,621 - 16,049,311
- Borrowings - - -
16,033,266 2,424 13,621 - 16,049,311
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23. Capital management
Internally imposed capital requirements
The company's objectives when managing capital are:

- to provide an adequate return to shareholders by pricing products and services
commensurate with the level of risk;

- to comply with the capital requirements set out by the company's bankers;

- to safeguard the entity's ability to continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders; and

- to maintain a strong asset base to support the development of business.

- to maintain an optimal capital structure to reduce the cost of capital.

The company sets the amount of capital in proportion to risk. The company manages the capital structure
and makes adjustments to it in the light of changes in economic conditions and the risk characteristics of
the underlying assets. In order to maintain or adjust the capital structure, the company may adjust the
amount of dividends paid te sharsholders, return capital to shareholders, issue new shares, or sell assets
to reduce debt. Consistently with others in the industry, the company monitors capital on the basis of the
gearing/xxx ratio. This ratio is ¢calculated as net debt divided capital. Net debt is calculated as total debt
(as shown in the statement of financial position) less cash and cash equivalents. Capital comprises all
components of equity (i.e. share capital, share premium, other reserves retained earnings, and
revaluation surplus).

During 2020, the company’s strategy, which was unchanged from 2019, was to maintain the gearing ratio
at the lower end of the range to (debt equity ratio), in order to secure access to finance at a reasonable
cost.

The gearing ratios at 31 March 2020 and 2019 were as follows:

2020 2019

ZMwW ZMwW
Total borrowings (Note 12) 18,619,495 -
Less cash and cash equivalents (Note 29) 4,244,876 8,019,048
Net debt 14,374,619 (8,019,048)
Total equity 222,140,510 149,184,543
Gearing ratio 6% -5%

24. Incorporation

Solar Explochem Zambia Limited is incorporated in Zambia under the Companies Act as a private limited
liability company.

25. Period of reporting

The financial statements have been prepared for a period of 12 months/ 12months,

34



Solar Explochem Zambia Limited
Annual Report and Financial statements
For the year ended 31 March 2020

35

7,660,159

MANUFACTURING ACCOUNT
2020 2019
MW ZNW
1. COST OF SALES
Cost of raw and packing materials consumed (1.1) 118,735,606 101,438,425
Production costs (1.2) 7,660,159 6,396,357
Changes in finished goods and semi finished goods 137,745 (24,950)
TOTAL COST OF SALES 126,533,510 107,809,832
1.1) COST OF RAW AND PACKING MATERIALS CONSUMED
Opening stock 33,604,271 18,167,515
Purchases 139,371,010 116,875,181
Closing stock (54,239,675) (33,604,271)
TOTAL COST OF RAW AND PACKING MATERIALS CONSUMED 118,735,606 101,438,425
1.2) PRODUCTION COSTS
Salaries and wages 3,401,017 3,058,365
Vehicle running and maintenance 1,363,223 723,424
Factory expenses 1,157,038 870,677
Petrol, gas and oil 1,198,086 926,049
Repairs and maintenance 540,795 817,842
TOTAL PRODUCTION COSTS

6,396,357
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SCHEDULE OF OTHER OPERATING EXPENDITURE

2020 2019
ZMw ZMW
2. ADMINISTRATIVE EXPENSES
Employment:
Salaries and wages 1,673,282 1,021,269
Staff welfare 247,048 290,493
Gratuity 610,644 220,174
Staff training expenses 38,538 50,560
Statutory expenses 2,184,358 1,693,808
Other staff costs 314,743 232,016
Total employment costs 4,968,610 3,508,320
Other administrative expenses:
Advertising and sales promotion 538,034 1,123,067
Audit fees
- Current year 303,552 252,986
Postages and telephones 206,800 163,677
Printing and stationery 114,998 117,439
Computer expenses 299,874 351,265
Legal and professional fees 6,234,659 982,007
Consumption of consumables 513,271 412,166
Management fees 5,191,254 -
Bank charges and commissions 268,103 358,988
Outward Delivery Freight charges 4,298,324 3,585,558
Bad debts written off 8,621,531 2,708,500
Office expenses 715,965 36,294
Total other administrative expenses. 27,306,365 10,091,947
Total administrative expenses. 32,274,975 13,600,267
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SCHEDULE OF OTHER OPERATING EXPENDITURE (CONTINUED)

3.

Other operating expenses

Establishment:

Rent and rates

Insurance

Security expenses

Amortisation of land

Depreciation on property, plant and equipment
Donations

Travel local and international

Conveyance expenses

Export sales commission

Total other operating expenses

NET FINANCE COSTS
Interest expense:

- loans

- other interest charges - Bank

Total net finance (income)/costs

37

2020 2019

ZNW ZMW
4,101,779 2,554,432
1,037,586 566,468
463,767 187,860
33,427 -
4,226,694 2,587,075
24,000 12,954
4,141,060 3,861,335
856,287 820,707
1,295,181 393,128
16,179,781 10,983,960
- 343,423
643,157 399,623
643,157 743,046



