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JSW Natural Resources Limited

COMMENTARY OF THE DIRECTORS
FOR THE YEAR ENDED 31 MARCH 2019

The directors present the audited consolidated and separate financial statements of JSW Natural Resources
Limited (the “Company”) and its subsidiary (together referred to as the “Group”) for the financial year
ended 31 March 2019.

PRINCIPAL ACTIVITY

The principal activity of the Company is that of an investment holding. The activities of the subsidiary are
prospecting, exploration, extraction of minerals, development, production, processing, transportation,
commercialization and purchases and sale of minerals in Mozambique.

RESULTS

The results for the year are shown in the consolidated and separate statement of profit or loss and other
comprehensive income and related notes.

DIRECTORS
The present membership of the Board is set out on page 1.

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS

Company law requires the directors to prepare consolidated and separate financial statements for each
financial year, which present fairly the financial position, financial performance and cash flows of the Group
and of the Company respectively. In preparing those consolidated and separate financial statements, the

directors are required to:

o select suitable accounting policies and then apply them consistently;

» make judgements and estimates that are reasonable and prudent;

o state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explained in the consolidated and separate financial statements; and

o prepare the consolidated and separate financial statements on the going concern basis unless it is
inappropriate to presume that the Company will continue in business.

The directors have confirmed that they have complied with the above requirements in preparing the
consolidated and separate financial statements.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Company and to enable them ensure that the consolidated
and separate financial statements comply with the Mauritius Companies Act 2001. They are also responsible
for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

AUDITORS

The auditors, Crowe ATA, have indicated their willingness to continue in office until the next annual
meeting of the Company.




CERTIFICATE FROM THE SECRETARY UNDER SECTION 166 (D) OF THE MAURITIUS
COMPANIES ACT 2001

We certify to the best of our knowledge and belief that we have filed with the Registrar of Companies all
such returns as are required of JSW Natural Resources Limited under the Mauritius Companies Act 2001
during the financial year ended 31 March 2019.

.........................................

Secretary

Registered office:

IFS Court, Bank Street,
TwentyEight, Cybercity
Ebene 72201

Mauritius

Date: 21 May 2019
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INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDER OF JSW Natural Resources Limited

Report on the audit of the consolidated and separate finrancial statements

Opinion

We have audited the consolidated and separate financial statements of JSW Natural Resources Limited
(the “Company”), which include the financial statements of its subsidiaries together referred as the “Group”,
set out on pages 8 to 41, which comprise the statements of financial position as at 31 March 2019, and the
statement of comprehensive income, the statement of changes in equity and the statement of cash flows for
the year then ended, and the notes to the consolidated and separate financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying consolidated and separate financial statements present fairly, in all
material respects, the financial position of the Group and of the Company as at 31 March 2019, and their
performance and cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs) and comply with the Mauritius Companies Act 2001.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditors’ responsibilities for the audit of the consolidated
and separate 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 consolidated and
separate financial statements in Mauritius and we have fulfilled other ethical responsibilities in accordance
with the code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Other matter

The audited consolidated and separate financial statements of the subsidiary, JSW Natural Resources
(Mozambique) Limitada which include the financial statements of its step subsidiary, JSW ADMS Carvao
Limitada (Mozambique) have been audited by independent auditors who have expressed an unmodified
opinion in their reports.

We also draw attention to note 19 to the consolidated and separate financial statements. Our report is not
qualified in that respect.

Crowe ATA Is a member of Crows Global, a Swiss verein. Each member fim of Crowe Globalis a separate and Independent legal entity.

Crowe ATA and its affifiates are not responsible or liable for any acts or omissions of Crowe Global or any other member of Crowe Global. Crowe Global does not render any
professional services and does not have an ownership or partnership interest in Crowe ATA.

© 2018 Crowe ATA




A\ Crowe

INDEPENDENT AUDITORS’ REPORT (CONTINUED)
TO THE SHAREHOLDER OF JSW Natural Resources Limited

Report on the audit of the consolidated and separate financial statements (Continued)

Other information

Directors are responsible for the other information. The other information comprises the commentary of the
directors, the Company Secretary’s certificate, which we obtained prior to the date of this auditors’ report.
Other information does not include the consolidated and separate financial statements and our auditors’
report thereon.

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

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

Responsibilities of the directors and those charged with governance for the consolidated and separate
financial statements

The directors are responsible for the preparation and fair presentation of the consolidated and separate
financial statements in accordance with IFRSs and the requirements of the Mauritius Companies Act 2001,
and for such internal control as the directors determine is necessary to enable the preparation of the
consolidated and separate financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the consolidated and separate 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 have no realistic alternative but to do so.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)
TO THE SHAREHOLDER OF JSW Natural Resources Limited

Report on the audit of the consolidated and separate financial statements (Continued)

Auditors’ responsibilities for the audit of the consolidated and separate financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ 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 consolidated and separate financial statements.

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

e Identify and assess the risks of material misstatement of the consolidated and separate 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;

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control;

¢  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors;

e  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. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditors’ report to the related
disclosures in the consolidated and separate financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditors’ report. However, future events or conditions may cause the Company to cease to continue as a
going concern;
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)
TO THE SHAREHOLDER OF JSW Natural Resources Limited

Report on the audit of the consolidated and separate financial statements (Continued)

Auditors’ responsibilities for the audit of the consolidated and separate financial statements

o Evaluate the overall presentation, structure and content of the consolidated and separate financial
statements, including the disclosures, and whether the consolidated and separate financial statements
represent the underlying transactions and events in a manner that achieves fair presentation, and

e  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated and separate financial
statements. We are responsible for the direction, supervision and performance of the Group audit. We
remain solely responsible for our audit opinion.

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

Report on other legal and regulatory requirements
In accordance with the requirements of the Mauritius Companies Act 2001, we report as follows:

e  We have no relationship with, or any interests in, the Company other than in our capacity as auditors;

e  We have obtained all the information and explanations that we required; and

e In our opinion, proper accounting records have been kept by the Company as far as it appears from our
examination of those records.

Use of this report

This report is made solely for the Company’s shareholder, as a body in accordance with Section 205 of the
Mauritius Companies Act 2001. Our audit work has been undertaken so that we might state to the Company’s
shareholder those matters we are required to state to the shareholder in our auditors’ report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the Company and the Company’s shareholder as a body, for our audit work, for this report, or for the
opinion we have formed.

Cco«)e A4 c@%

Crowe ATA K.S. Sewraz, FCCA
Public Accountants Signing Partner
Licensed by FRC

Date: 21 May 2019
Ebene, Mauritius




JSW Natural Resources Limited

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE YEAR
ENDED 31 MARCH 2019

Notes The Group The Company The Group The Company
2019 2019 2018 2018
USD USD usD UsSD

INCOME
Operating income 7 131,103 - - -
Bank interest income 37 37 25 25
TOTAL INCOME 131,140 37 25 25
EXPENSES
Interest expense 1,199,798 1,199,798 985,346 985,346
Administration fees 12,619 12,619 10,376 10,376
Professional fees 4,750 4,750 4,750 4,750
Audit fee 3,220 3,220 3,220 3,220
Licence fees 2,150 2,150 2,150 2,150
Operating expenses 7 16,107 - 2,811 -
Directors’ fees 2,000 2,000 2,000 2,000
Secretarial fees 1,200 1,200 1,200 1,200
Bank charges 1,675 1,675 1,533 1,533
Registrar of Companies fees 350 350 350 350
TOTAL EXPENSES 1,237,869 1,227,762 1,013,736 1,010,925
LOSS FROM OPERATIONS (1,106,729) (1,227,725) (1,013,711) (1,010,900)
Amortisation 14 - (1,378,188) - -
LOSS BEFORE TAX (1,106,729) (2,605,913) (1,013,711 (1,010,900)
Income tax expense 8 - - - -
LOSS AFTER TAXATION ' ~ (1,106,729) (2,605,913) (1,013,711 (1,010,900)
OTHER
COMPREHENSIVE
INCOME:
Items that will not be
reclassified subsequently to
profit or loss - - - -
Items that may be reclassified
subsequently to praofit or loss
Currency translation
differences (95,320) - 198,045 -
TOTAL COMPREHENSIVE
LOSS FOR THE YEAR (1,202,049) (2,605,913) (815,666) (1,010,900)

The notes on pages 12 to 41 form an integral part of these consolidated and separate financial statements.




JSW Natural Resources Limited

STATEMENT OF FINANCIAL POSITION
FOR THE YEAR ENDED 31 MARCH 2019

Notes
ASSETS
Non-current assets
Investment in subsidiaries 9
Property, plant and equipment 10
Loan to subsidiary 13/14

Total non-current assets

Current assets
Other receivables and prepayments 11
Cash and cash equivalents

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Stated capital 12
Accumulated Josses

Translation reserve

Attributable to owners of parent

Total equity

Non-current liabilities
Other payables 15
Loan from ultimate holding company 13

Current liabilities
Trade and other payables 15

Total liabilities
TOTAL EQUITY AND
LIABILITIES

The The The The
Group Company Group Company

2019 2019 2018 2018

USD USD USDh USD
- 18,808,703 - 18,808,703
11,403,121 - 11,358,652 -
- 9,947,012 - 11,082,000
11,403,121 28,755,715 11,358,652 29,890,703
166,872 3,339 139,798 3,339
2,985,445 4,705 3,009,156 102,996
3,152,317 8,044 3,148,954 106,335
14,555,438 28,763,759 14,507,606 29,997,038
13,655,000 13,655,000 13,655,000 13,655,000
(25,574,325) (8,382,738) (24,467,596) (5,776,825)
2,556,639 - 2,651,959 -
(9,362,686) 5,272,262 (8,160,637) 7,878,175
(9,362,686) 5,272,262 (8,160,637) 7,878,175
- - 501,554 -
17,929,049 17,929,049 17,754,049 17,754,049
17,929,049 17,929,049 18,255,603 17,754,049
5,989,075 5,562,448 4,412,640 4,364,814
23,918,124 23,491,497 22,668,243 22,118,863
14,555,438 28,763,759 14,507,606 29,997,038

Approved and authorised for issue by the Board of directors on 21 May 2019 and signed on its behalf by:

/,(/\/Z‘/

Y Direct

. w(m:%

, UDirector

The notes on pages 12 to 41 form an integral part of these consolidated and separate financial statements.




JSW Natural Resources Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2019

10

The Group

At 1 April 2017

Loss for the year

Currency translation
differences

At 31 March 2018

Loss for the year

Currency translation

differences

At 31 March 2019

The Company

At 1 April 2017

Loss for the year
At 31 March 2018

Loss for the year
At 31 March 2019

Attributable
to owners of Total
Stated Translation  Accumulated parent equity
capital reserve losses
USD USD USD USD USD
13,655,000 2,453,914 (23,453,885) (7,344,971) (7,344,971)
- - (1,013,711) (1,013,711) (1,013,711)
- 198,045 - 198,045 198,045
13,655,000 2,651,959 (24,467,596) (8,160,637) (8,160,637)
- - (1,106,729) (1,106,729)  (1,106,729)
- (95,320) - (95,320) (95,320)
13,655,000 2,556,639 (25,574,325) (9,362,686) (9,362,686)
Stated Accumulated Total
capital losses equity
USD USD USD
13,655,000 (4,765,925) 8,889,075
- (1,010,900) (1,010,900)
13,655,000 (5,776,825) 7,878,175
- (2,605,913) {2,605,913)
13,655,000 (8,382,738) 5,272,262

The notes on pages 12 to 41 form an integral part of these consolidated and separate financial statements.




JSW Natural Resources Limited

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2019

11

|

Cush flows from operating activities
Loss from operations

Adjustments for:

Depreciation

Provision for audit and accounting fees
Foreign exchange difference

Interest expense
Operating profit / (loss) before working capital
changes

Increase in receivables & prepayments
(Decrease)/increase in payables

Net cash used in operating activities

Cash flows from investing activities
Purchase of property, plant and equipment
Loan to subsidiary

Net cash used in investing activities

Cash flows from financing activity
Loan received from holding company

Net cash from financing activity

Net change in cash and cash equivalents

Cash and cash equivalent at start of the year

Cash and cash equivalents at end of the year

2019 2019 2018 2018
The The The The
Group Company Group Company

UsD USD UsDh UsD
(1,106,729) (1,227,725) (1,013,711) (1,010,900)
390 - 376 -
85 - - -
3,099 - 1,045 -
1,199,798 1,199,798 985,346 985,346
96,643 (27,927) (26,944) (25,554
(27,075) - (1,519) -
(125,003) (2,164) 11,072 2,050
(55,435) (30,091} (17,391) (23,504)
(143,276) - (104,750) -
- (243,200) - (3,001,000)
(143,276) (243,200) (104,750) (3,001,000)
175,000 175,000 3,127,500 3,127,500
175,000 175,000 3,127,500 3,127,500
(23,711) (98,291) 3,005,359 102,996
3,009,156 102,996 3,797 -
2,985,445 4,705 3,009,156 102,996

There were no non-cash transactions during the year.

The notes on pages 12 to 41 form an integral part of these consolidated and separate financial statements.
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JSW Natural Resources Limited

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

1.

GENERAL

JSW Natural Resources Limited (the “Company”) was incorporated in Mauritius under the Mauritius
Companies Act 2001 on 27 November 2006 as a private company limited by shares and holds a
Category 1 Global Business Licence issued by the Financial Services Commission. The Company’s
registered office is at IFS Court, Bank Street, TwentyEight, Cybercity, Ebene 72201, Mauritius.

The principal activity of the Company is that of investment holding.

The subsidiaries’ main activities are prospecting, exploration, extraction of minerals, development,
production, processing, transportation, commercialization and purchases and sale of minerals in
Mozambique.

The consolidated and separate financial statements have been expressed in United States dollar (USD).
CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
(a) New standards and amendments — applicable 1 April 2018

The following standards and interpretations apply for the first time to financial reporting periods
commencing on or after 1 April 2018:

IFRS 9 Financial Instruments and associated amendments to various other standards

IFRS 9 replaces the multiple classification and measurement models in IAS 39 Financial
instruments: Recognition and measurement with a single mode] that has initially only two
classification categories: amortised cost and fair value.

Classification of debt assets will be driven by the entity’s business model for managing the
financial assets and the contractual cash flow characteristics of the financial assets. A debt
instrument is measured at amortised cost if: a) the objective of the business model is to hold the
financial asset for the collection of the contractual cash flows, and b) the contractual cash flows
under the instrument solely represent payments of principal and interest.

All other debt and equity instruments, including investments in complex debt instruments and
equity investments, must be recognised at fair value.

All fair value movements on financial assets are taken through the statement of profit or loss,
except for equity investments that are not held for trading, which may be recorded in the statement
of profit or loss or in reserves (without subsequent recycling to profit or loss).

For financial liabilities that are measured under the fair value option entities will need to recognise
the part of the fair value change that is due to changes in the their own credit risk in other
comprehensive income rather than profit or loss.

The new hedge accounting rules (released in December 2013) align hedge accounting more closely
with common risk management practices. As a general rule, it will be easier to apply hedge
accounting going forward. The new standard also introduces expanded disclosure requirements and
changes in presentation.




JSW Natural Resources Limited

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

2,

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
(2) New standards and amendments — applicable 1 April 2018 (continued)

IFRS 9 Financial Instruments and associated amendments to various other standards
(continued)

In July 2014, the IASB made further changes to the classification and measurement rules and also
introduced a new impairment model. With these amendments, IFRS 9 is now complete. The
changes introduce:

o a third measurement category (FVTOCI) for certain financial assets that are debt
instruments
. a new expected credit loss (ECL) model which involves a three stage approach whereby

financial assets move through the three stages as their credit quality changes. The stage
dictates how an entity measures impairment losses and applies the effective interest rate
method. A simplified approach is permitted for financial assets that do not have a
significant financing component (eg trade receivables). On initial recognition, entities will
record a day-1 loss equal to the 12 month ECL (or lifetime ECL for trade receivables),
unless the assets are considered credit impaired.

For financial years commencing before 1 February 2015, entities could elect to apply IFRS 9 early
for any of the following:

. the own credit risk requirements for financial liabilities

. classification and measurement (C&M) requirements for financial assets

. C&M requirements for financial assets and financial liabilities, or

J C&M requirements for financial assets and liabilities and hedge accounting.

After 1 February 2015, the new rules must be adopted in their entirety.

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts - Amendments to
IFRS 4

In September 2016, the IASB published an amendment to IFRS 4 which addresses the concerns of
insurance companies about the different effective dates of IFRS 9 Financial instruments and the
forthcoming new insurance contracts standard. The amendment provides two different solutions for
insurance companies: a temporary exemption from IFRS 9 for entities that meet specific
requirements (applied at the reporting entity level), and the ‘overlay approach’. Both approaches are
optional.

IFRS 4 (including the amendments) will be superseded by the forthcoming new insurance contracts
standard. Accordingly, both the temporary exemption and the ‘overlay approach’ are expected to
cease to be applicable when the new insurance standards becomes effective.
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JSW Natural Resources Limited

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

2. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
(a) New standards and amendments — applicable 1 April 2018 (continued)

IFRS 15 Revenue from contracts with customers and associated amendments to various other
standards

The IASB has issued a new standard for the recognition of revenue. This will replace IAS 18 which
covers contracts for goods and services and IAS 11 which covers construction contracts.

The new standard is based on the principle that revenue is recognised when control of a good or
service transfers to a customer

A new five-step process must be applied before revenue can be recognised:

. identify contracts with customers;

. identify the separate performance obligation;

. determine the transaction price of the contract;

. allocate the transaction price to each of the separate performance obligations; and
. recognise the revenue as each performance obligation is satisfied.

Key changes to current practice are:

. Any bundled goods or services that are distinct must be separately recognised, and any
discounts or rebates on the contract price must generally be allocated to the separate
elements.

. Revenue may be recognised earlier than under previous standards if the consideration

varies for any reasons (such as for incentives, rebates, performance fees, royalties, success
of an outcome etc) — minimum amounts must be recognised if they are not at significant
risk of reversal.

. The point at which revenue is able to be recognised may shift: some revenue which is
currently recognised at a point in time at the end of a contract may have to be recognised
| over the contract term and vice versa.

. There are new specific rules on licences, warranties, nonrefundable upfront fees and,
consignment arrangements, to name a few.

. As with any new standard, there are also increased disclosures.
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JSW Natural Resources Limited

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

2.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
(a) New standards and amendments — applicable 1 April 2018 (continued)

IFRS 15 Revenue from contracts with customers and associated amendments to various other
standards (continued)

These accounting changes may have flow-on effects on the entity’s business practices regarding
systems, processes and controls, compensation and bonus plans, contracts, tax planning and
investor communications.

Entities will have a choice of full retrospective application, or prospective application with
additional disclosures.

Classification and Measurement of Share-based Payment Transactions - Amendments to
IFRS 2

The amendments made to IFRS 2 in June 2016 clarify the measurement basis for cash-settled share-
based payments and the accounting for modifications that change an award from cash-settled to
equity-settled. They also introduce an exception to the classification principles in IFRS 2. Where an
employer is obliged to withhold an amount for the employee’s tax obligation associated with a
share-based payment and pay that amount to the tax authority, the whole award will be treated as if
it was equity-settled provided it would have been equity-settled without the net settlement feature.

Entities with the following arrangements are likely to be affected by these changes:

o equity-settled awards that include net settlement features relating to tax obligations;
. cash-settled share-based payments that include performance conditions, and
. cash-settled arrangements that are modified to equity-settled share based payments.

Annual improvements 2014-2016 cycle
The following improvements were finalised in December 2016:

. IFRS 1 - deleted short-term exemptions covering transition provisions of IFRS 7, IAS 19
and IFRS 10 which are no longer relevant.

. IAS 28 - clarifies that the election by venture capital organisations, mutual funds, unit trusts
and similar entities to measure investments in associates or joint ventures at fair value
through profit or loss should be made separately for each associate or joint venture at initial
recognition.

Transfers of Investment Property — Amendments to IAS 40

The amendments clarify that transfers to, or from, investment property can only be made if there
has been a change in use that is supported by evidence. A change in use occurs when the property
meets, or ceases to meet, the definition of investment property. A change in intention alone is not
sufficient to support a transfer.
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JSW Natural Resources Limited

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

2.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
(a) New standards and amendments — applicable 1 April 2018 (continued)
Transfers of Investment Property — Amendments to IAS 40 (continued)

The list of evidence for a change of use in the standard was recharacterised as a non-exhaustive list
of examples to help illustrate the principle.

The Board provided two options for transition:

. prospectively, with any impact from the reclassification recognised as adjustment to
opening retained earnings as at the date of initial recognition, or

. retrospectively - only permitted without the use of hindsight.
Additional disclosures are required if an entity adopts the requirements prospectively.

Interpretation 22 Foreign Currency Transactions and Advance Consideration

The interpretation clarifies how to determine the date of transaction for the exchange rate to be used
on initial recognition of a related asset, expense or income where an entity pays or receives
consideration in advance for foreign currency-denominated contracts.

For a single payment or receipt, the date of the transaction should be the date on which the entity
initially recognises the non-monetary asset or liability arising from the advance consideration (the
prepayment or deferred income/contract liability).

If there are multiple payments or receipts for one item, a date of transaction should be determined as
above for each payment or receipt.

Entities can choose to apply the interpretation:

. retrospectively for each period presented

. prospectively to items in scope that are initially recognised on or after the beginning of the
reporting period in which the interpretation is first applied, or

. prospectively from the beginning

(b) Standards not yet effective

The following standards and interpretations had been issued but were not mandatory for annual
reporting periods ending 31 March 2019.

IFRS 16 Leases

IFRS 16 will affect primarily the accounting by lessees and will result in the recognition of almost
all leases on balance sheet. The standard removes the current distinction between operating and
financing leases and requires recognition of an asset (the right to use the leased item) and a financial
liability to pay rentals for virtually all lease contracts. An optional exemption exists for short-term
and low-value leases.
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2. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
() Standards not yet effective (continued)
IFRS 16 Leases (continued)

The statement of profit or loss will also be affected because the total expense is typically higher in
the earlier years of a lease and lower in later years. Additionally, operating expense will be replaced
with interest and depreciation, so key metrics like EBITDA will change.

Operating cash flows will be higher as cash payments for the principal portion of the lease liability
are classified within financing activities. Only the part of the payments that reflects interest can
continue to be presented as operating cash flows.

The accounting by lessors will not significantly change. Some differences may arise as a result of
the new guidance on the definition of a lease. Under IFRS 16, a contract is, or contains, a lease if the
contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration.

IFRS 17 Insurance Contracts

IFRS 17 was issued in May 2017 as replacement for IFRS 4 Insurance Contracts. It requires a
current measurement model where estimates are re-measured each reporting period. Contracts are
measured using the building blocks of:

. discounted probability-weighted cash flows
. an explicit risk adjustment, and
. a contractual service margin (“CSM”) representing the unearned profit of the contract

which is recognised as revenue over the coverage period.

The standard allows a choice between recognising changes in discount rates either in the statement
of profit or loss or directly in other comprehensive income. The choice is likely to reflect how
insurers account for their financial assets under JFRS 9.

An optional, simplified premium allocation approach is permitted for the liability for the remaining
coverage for short duration contracts, which are often written by non-life insurers.

There is a modification of the general measurement model called the ‘variable fee approach’ for
certain contracts written by life insurers where policyholders share in the returns from underlying
items. When applying the variable fee approach the entity’s share of the fair value changes of the
underlying items is included in the contractual service margin. The results of insurers using this
model are therefore likely to be less volatile than under the general model.

The new rules will affect the financial statements and key performance indicators of all entities that
issue insurance contracts or investment contracts with discretionary participation features.
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2.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
) Standards not yet effective (continued)
Interpretation 23 Uncertainty over Income Tax Treatments

The interpretation explains how to recognise and measure deferred and current income tax assets
and liabilities where there is uncertainty over a tax treatment. In particular, it discusses:

. how to determine the appropriate unit of account, and that each uncertain tax treatment
should be considered separately or together as a group, depending on which approach better
predicts the resolution of the uncertainty

. that the entity should assume a tax authority will examine the uncertain tax treatments and
have full knowledge of all related information, ie that detection risk should be ignored

. that the entity should reflect the effect of the uncertainty in its income tax accounting when
it is not probable that the tax authorities will accept the treatment

. that the impact of the uncertainty should be measured using either the most likely amount
or the expected value method, depending on which method better predicts the resolution of
the uncertainty, and

. that the judgements and estimates made must be reassessed whenever circumstances have
changed or there is new information that affects the judgements.

While there are no new disclosure requirements, entities are reminded of the general requirement to
provide information about judgements and estimates made in preparing the consolidated and
separate financial statements.

Prepayment Features with Negative Compensation — Amendments to IFRS 9

The narrow-scope amendments made to AASB 9 Financial Instruments in December 2017 enable
entities to measure certain prepayable financial assets with negative compensation at amortised
cost. These assets, which include some loan and debt securities, would otherwise have to be
measured at fair value through profit or loss.

To qualify for amortised cost measurement, the negative compensation must be ‘reasonable
compensation for early termination of the contract’ and the asset must be held within a ‘held to
collect’ business model.

Long-term Interests in Associates and Joint Ventures — Amendments to JAS 28

The amendments clarify the accounting for long-term interests in an associate or joint venture,
which in substance form part of the net investment in the associate or joint venture, but to which
equity accounting is not applied. Entities must account for such interests under AASB 9 Financial
Instruments before applying the loss allocation and impairment requirements in AASB 128
Investments in Associates and Joint Ventures.
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2.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
(b) Standards not yet effective (continued)

Annual Improvements to IFRS Standards 2015-2017 Cycle

The following improvements were finalised in December 2017:

) IFRS 3 - clarified that obtaining control of a business that is a joint operation is a business
combination achieved in stages.

. IFRS 11 - clarified that the party obtaining joint control of a business that is a joint
operation should not remeasure its previously held interest in the joint operation.

. IAS 12 - clarified that the income tax consequences of dividends on financial instruments
classified as equity should be recognised according to where the past transactions or events
that generated distributable profits were recognised.

. IAS 23 - clarified that if a specific borrowing remains outstanding after the related
qualifying asset is ready for its intended use or sale, it becomes part of general borrowings.

Plan Amendment, Curtailment or Settlement — Amendments to JAS 19

The amendments to IAS 19 clarify the accounting for defined benefit plan amendments,
curtailments and settlements. They confirm that entities must:

. calculate the current service cost and net interest for the remainder of the reporting period
after a plan amendment, curtailment or settlement by using the updated assumptions from
the date of the change;

. any reduction in a surplus should be recognised immediately in profit or loss either as part

of past service cost, or as a gain or loss on settlement. In other words, a reduction in a
surplus must be recognised in profit or loss even if that surplus was not previously
recognised because of the impact of the asset ceiling; and

. separately recognise any changes in the asset ceiling through other comprehensive income.

Sale or contribution of assets between an investor and its associate or joint venture -
Amendments to IFRS 10 and IAS 28

The IASB has made limited scope amendments to [FRS 10 Consolidated financial statements and
1AS 28 Investments in associates and joint ventures.

The amendments clarify the accounting treatment for sales or contribution of assets between an
investor and its associates or joint ventures, They confirm that the accounting treatment depends on
whether the nonmonetary assets sold or contributed to an associate or joint venture constitute a
“business’ (as defined in IFRS 3 Business Combinations).
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2.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
(b) Standards not yet effective (continued)

Sale or contribution of assets between an investor and its associate or joint venture -
Amendments to IFRS 10 and IAS 28 (continued)

Where the non-monetary assets constitute a business, the investor will recognise the full gain or
loss on the sale or contribution of assets. If the assets do not meet the definition of a business, the
gain or loss is recognised by the investor only to the extent of the other investor’s investors in the
associate or joint venture. The amendments apply prospectively.

In December the IASB decided to defer the application date of this amendment until such time as
the IASB has finalised its research project on the equity method.

SIGNIFICANT JUDGEMENTS

The following are the significant management’s judgements made in applying the accounting
policies of the Company that have the most significant effect on the consolidated and separate
financial statements. Critical estimation uncertainties are described in note 4.

Determination of functional currency

The determination of functional currency of the Company is critical since recording of transactions
and exchange differences arising thereon are dependent on the functional currency selected. As
described in note 5 (e) (i), the directors have considered those factors therein and have determined
that the functional currency of the Company is the United States dollar (USD).

Impairment of financial assets

IFRS 9 effectively incorporates an impairment review for financial assets that are measured at fair
value, as any fall in fair value is taken to profit or loss or other comprehensive income for the year,
depending upon the classification of the financial asset.

For financial assets designated to be measured at amortised cost, an entity must make an assessment
at each reporting date whether there is evidence of possible impairment; if there is, then an
impairment review should be performed. If impairment is identified, it is charged to profit or loss
immediately. Quantification of the recoverable amount would normally be based upon the present
value of the expected future cash flows estimated at the date of the impairment review and
discounted to their present value based on the original effective rate of return at the date the financial
asset was issued. Based on the recoverability assessment, management has decided not to recognise
any impairment loss for the year under review on the loan receivable from the subsidiary.

Amortisation of loan payable/loan receivable
Management has considered that the effective interest rate is same as the current prevailing interest
rate on the loan payable to shareholder. Hence no amortised gain/ loss will be recognized on the loan

payable.

The loan receivable from the subsidiary has been amortised at the effective interest rate.
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®)

SIGNIFICANT JUDGEMENTS (CONTINUED)

Impairment of non-financial assets

The carrying amount of the investment in the separate financial statements is higher than the
carrying amount in the financial statements of the subsidiaries (JSW Natural Resources
Mozambique, Limitada and JSW ADMS Carvao Limitada) net assets. Management has considered
various factors including the exploration status of mines being developed by the subsidiaries and
concluded that no provision is currently necessary as the recoverable amount from the extraction and
disposal of the coals shall exceed the carrying amount of the investments.

There are no other significant estimates or judgements made by the Company for the financial year
ended 31 March 2019.

ESTIMATION UNCERTAINTY

When preparing the consolidated and separate financial statements, management undertakes a
number of judgements, estimates and assumptions about recognition and measurement of assets,
liabilities, income and expenses.

The actual result may differ from the judgements, estimates and assumptions made by management
and will seldom equal the estimated results.

ACCOUNTING POLICIES

The preparation of consolidated and separate financial statements in accordance with IFRSs requires
the use of estimates and assumptions that could affect the reported amounts and disclosures in the
consolidated and separate financial statements. Actual results may differ from these estimates.

Basis of accounting

The consolidated and separate financial statements are prepared under the historical cost convention,
except for the measurement at fair values and amortised cost of financial instruments carried on the
statement of financial position.

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

Investment in subsidiary

Subsidiary undertakings are those entities in which the Company controls an investee if all three of the
following elements are present:

- power over the investee,
- exposure to variable returns from the investor’s involvement with the investee, and
- the ability of the investor to use its power over the investee to affect those variable returns.
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5. ACCOUNTING POLICIES (CONTINUED)
) Investment in subsidiary (continued)

Control is reassessed whenever facts and circumstances indicate that there may be a change in any of
these elements of control. De-facto control exists in situations where the Company has the practical
ability to direct the relevant activities of the investee without holding the majority of the voting rights.
In determining whether de-facto control exists the Company considers all relevant facts and
circumstances, including:-

- The size of the Company’s voting rights relative to both the size and dispersion of other parties
who hold voting rights,

- Substantive potential voting rights held by the Company and by other parties,

- Other contractual arrangements, and

- Historic patterns in voting attendance.

Investment in subsidiaries is shown at cost less impairment, if any. Where an indication of impairment
exists, the recoverable amount of the investment is assessed. Where the carrying amount is greater than
the estimated recoverable amount, it is written down immediately to its recoverable amount and the
difference is charged to the profit or loss. On disposal of an investment, the difference between the net
disposal proceeds and the carrying amount is charged or credited to the profit or loss.

Consolidation

The Group’s financial statements, including the financial statements of the Company and of its wholly
owned subsidiary, JSW Natural Resources (Mozambique) Limitada and its step subsidiary, JSW
ADMS Carvao Limitada (Mozambique) are made up to 31 March 2019. The consolidated and separate
results of the subsidiary company are included in the consolidated and separate financial statements

and all intra group transactions and balances have been eliminated upon consolidation. Goodwill does
not arise as the subsidiary is formed by the Company.

There are no significant estimates or judgements made by the Company and its subsidiary and step-
subsidiary for the financial year ended 31 March 2019.

(¢ Revenue recognition
Dividend income is recognised when the shareholders’ right to receive payment is established.
Interest income is recognised on an accrual basis unless the collectability is in doubt.

() FExpense recognition

All expenses are accounted for in the statement of profit or loss on an accrual basis.
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5. ACCOUNTING POLICIES (CONTINUED)
(e) Foreign currency translation

) Functional and presentation currency

Items included in the consolidated and separate financial statements of the Company are measured
using the currency of the primary economic environment in which it operates (the “functional
currency”).The consolidated and separate financial statements of the Company are presented in
United States dollar (“USD”), the functional currency of the Company.

(ii)  Transactions and balances

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

1)) Financial instruments

Financial instruments carried on the consolidated and separate statement of financial position
include loan to subsidiary, other receivables, cash and cash equivalents, loan from ultimate holding
company and trade and other payables. Financial assets and financial liabilities are recognised when
the Company becomes a party to the contractual provisions of the financial instrument. Financial
assets are derecognised when the contractual rights to the cash flows from the financial asset expire,
or when the financial asset and substantially all the risks and rewards are transferred.

() Trade and other receivables

Trade and other receivables are stated at amortised cost.
(ii) Cash and cash equivalents

Cash consists of cash at bank. Cash equivalents are short term highly liquid investments that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
change in value.

(iii)  Trade and other payables

Trade and other payables are stated at their fair value.

(iv)  Loans

Loans to/from subsidiary and ultimate holding company are recognised at amortised cost.
(g Prepayments

Prepayments are stated at nominal value.
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ACCOUNTING POLICIES (CONTINUED)

Stated capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in the equity as a deduction, net of tax, from proceeds.

Related parties

Related parties are individuals and entities where the individuals or entities have the ability, directly or
indirectly to control the other party or exercise significant influence over the other party in making
financial or operating decisions.

Income tax

Income taxes currently payable are provided for in accordance with the existing legislation of the
various countries in which the Company operates.

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. The principal temporary differences arise from
tax losses carried forward. Deferred tax assets are recognised to the extent that it is probable that
future taxable profit will be available against which the temporary differences can be utilised.

Payables

Payables are stated at their fair value.
Property, plant and equipment

(i) Owned assets

Property, plant and equipment are reflected at their purchase cost together with any directly
attributable costs of acquisition less accumulated depreciation and impairment losses, where

applicable.

Where parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

(ii) Subsequent expenditure

Expenditure incurred to replace a component of an item of property, plant and equipment that is
accounted for separately, including major inspection and overhaul expenditure, is capitalized. Other
subsequent expenditure is capitalized only when it increases the future economic benefits embodied
in the item of property, plant and equipment. All other expenditure is recognized in the profit or loss
as an expense as incurred.
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ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment (continued)
(iii)  Depreciation

Depreciation is charged to the income statement on a straight line basis over the estimated useful
lives of property and equipment, and major components that are accounted for separately. The
estimated useful lives are as follows:

License fees 25 years
Exploration costs 25 years
Office equipment 10 years
Motor Vehicles 5 years

The costs of constructing an asset are capitalized until the asset is capable of operating in the manner
intended by management. Assets in the course of construction are not depreciated.

Impairment

The carrying amounts of the group and company’s assets, other than inventories, are reviewed at
each balance sheet date to determine whether there is any indication of impairment. If any such
indication exists, the asset’s recoverable amount is estimated. An impairment loss is recognized
whenever the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount.
Impairment losses are recognized in the income statement.

The recoverable amount of the group and company’s receivables carried at amortized cost is
calculated at the present value of expected future cash flows cash flows, discounted at the original
effective interest rate inherent in the asset. Recejvables with a short duration are not discounted.

The recoverable amount of an asset is the greater of its net realizable value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the
asset. For an asset that does not generate cash inflows largely independent of those from other assets,
the recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount.

An impairment loss is only reversed to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation, if no impairment loss had
been recognized.




26

JSW Natural Resources Limited

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

(o)

@)

(@)

ACCOUNTING POLICIES (CONTINUED)
Employee benefits

Contributions to the Instituto Nacional de Seguranga Social — INSS (National Social Security Fund),
a defined contribution plan, which all Mozambican companies are by law obliged to make, are based
on a percentage of salaries and are expensed in the period in which they are incurred.

Provisions

A provision is recognized in the consolidated and separate statement of financial position when the
company has a legal or constructive obligation as a result of a past event, and it is probable that an
outflow of economic benefits will be required to settle the obligation. If the effect is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
the current market assessment of the time value of money and, where appropriate, the risks specific
to the liability.

The subsidiaries and the step subsidiary are required to ensure that processing sites at the end of their
producing lives are restored to a condition acceptable to the relevant authorities and consistent with
the company’s environmental policies. The cost of any committed decommissioning or restoration
programme is provided when the liability arises and is capitalized. The capitalized cost is amortized
over the productive life of the operation on a straight-line basis.

Exploration and evaluation expenditure

The successful efforts method is used to account for exploration and evaluation activities. All
expenditure relating to any unsuccessful efforts are charged to profit or loss when established so. On
completion of exploration activities, the subsidiary and the step subsidiary will be able to determine
if they have found mineral reserves. The classification of these reserves as proved depends on
whether significant capital expenditure to develop the property can be economically justified as a
result of the quantities of reserves identified and these reserves can be extracted in the future under
existing economic and operating conditions.

The cost of exploration activities are capitalized initially pending determination of whether proved
reserves have been found. Once this determination is made, the following conditions must be met in
order for these costs to remain capitalized:

e The economic and operating viability of the project is being assessed and sufficient reserves
exist to justify the capital expenditure required for the commercial extraction of the reserves;

o  Further exploration and development activity is under way or firmly planned for the near future.

As the subsidiary and the step subsidiary are currently in an exploration phase, license fee,
exploration costs and costs directly attributable to the mineral exploration effort are capitalized.
Further, indirect costs incurred up to the date of commencement of commercial production which
are incidental and related to the construction are also capitalized (refer note 11.4).

Once reserves are proved and development activities commence, development costs are capitalized
as part of work in progress and transferred to mineral assets under property, plant and equipment on
commissioning date. These assets are reviewed on an annual basis and tested for impairment.
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ACCOUNTING POLICIES (CONTINUED)

Legal reserve

The subsidiary and the step subsidiary are obliged, under Mozambican law, to transfer 20% of their
annual profits to a non-distributable legal reserve, until such time as the reserve has a balance
equivalent to 20% of capital. This reserve may be utilized to pay up capital or cover losses.

Taxution

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

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the reporting date in the countries where the Company’s subsidiaries and associates operate
and generate taxable income. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated and
separate financial statements. However, the deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction other than a business combination that at the
time of the transaction affects neither accounting nor taxable profit or loss.

Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially
enacted by the reporting date and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised. Deferred income tax is
provided on temporary differences arising on investments in subsidiaries and associates, except where
the timing of the reversal of the temporary difference is controlled by the group and it is probable that
the temporary difference will not reverse in the foreseeable future.

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

Offsetting financial instrument

Financial assets and financial liabilities 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 settle on a net basis, or to realise the assets and settle the liabilities
simultaneously.
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6.

FINANCIAL RISK MANAGEMENT
(i) Overview

The Company and its subsidiary and step subsidiary have exposure to the following risks from their
use of financial instruments:

e credit risk
liquidity risk
concentration risk
currency risk
interest rate risk

This note presents information about the Group and the Company’s exposure to each of the above
risks, the Group’s objectives, policies and processes for measuring and managing risk, and the
Group’s management of capital. Further quantitative disclosures are included throughout these
consolidated and separate financial statements.

The Board of directors has overall responsibility for the establishment and oversight of the Group’s
risk management framework.

The Group's risk management policies are established to identify and analyse the risks they faces, 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 Group’s activities.

(i) Credit risk

Credit risk is the risk of financial loss to the Company, its subsidiary and step subsidiary if a
customer or counterparty to a financial instrument fails to meet its contractual obligations, and arises
principally from the Group’s and Company’s other receivables, loan to subsidiary and cash and cash
equivalents

At the reporting date, the Group and the Company's financial assets maximum exposure to credit risk
amounted to the following:

Financial assets The Group The Company
2019 2018 2019 2018
USD USD USD USD
Loan to subsidiary - - 9,947,012 11,082,000
Other receivables 39,184 12,109 650 650
Cash and cash equivalents 2,985,445 3,009,156 4,705 102,996

3,024,629 3,021,265 9,952,367 11,185,646
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6.

FINANCIAL RISK MANAGEMENT (CONTINUED)

(iii) Liguidity risk

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

and the Company’s reputation.

The following table details the remaining contractual maturity for its financial liabilities with agreed

repayment periods.
The Group

31 March 2019

Loan from ultimate holding company
Trade and other payables

The Company
31 March 2019
Loan from ultimate holding company

Interest payable
Accruals

The Group

3] March 2018

Loan from ultimate holding company

Trade and other payables
Other payable

7-12 More than
months 1 year Total
USD USD USD
- 17,929,049 17,929,049
5,989,075 - 5,989,075
5,989,075 17,929,049 23,918,124
7-12 More than
months 1 year Total
UsSDh USD USD
- 17,929,049 17,929,049
5,557,192 - 5,557,192
5,256 - 5,256
5,562,448 17,929,049 23,491,497
7-12 More than
months 1 year Total
USD USD USD
- 17,754,049 17,754,049
4,412,640 - 4,412,640
- 501,554 501,554
4,412,640 18,255,603 22,668,243
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FINANCIAL RISK MANAGEMENT (CONTINUED)

(iii) Ligquidity risk (Continued)

The Company 7-12 More than
months 1 year Total
31 March 2018 UsSD USD USD
Loan from ultimate holding company - 17,754,049 17,754,049
Interest payable 4,357,394 - 4,357,394
Accruals 7,420 - 7,420
4,364,814 17,754,049 22,118,863

(iv) Concentration risk

. A significant portion of the Company’s net assets consisted of investment in its subsidiary and step

subsidiary in Mozambique, which involves certain considerations and risks not typically associated with
investments in other more developed countries.

Future economic and political developments in Mozambique could adversely affect the liquidity or
value, or both of securities in which the Company has invested.

(v) Currency risk

The currency profile of the Company's financia! assets and liabilities is summarised as follows:

Financial Financial Financial Financial
assets liabilities assets liabilities
2019 2019 2018 2018
United States dollar
(USD) 9,952,367 23,491,497 11,185,646 22,118,863
9,952,367 23,491,497 11,185,646 22,118,863

(vi) Interest rate risk

Interest income from cash deposits may fluctuate in amount, in particular due to changes in the interest
rates. Whilst the Company seeks to optimise overall performance from the assets it holds, it does not
seek to maximise interest income in view of its policy to focus on investments in equity securities that
neither earn nor pay interest.

The following table illustrates the sensitivity of profit in regards to the financial assets and financial
liabilities and an average rate on interest to be charge on the loan from ultimate holding company.
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6. FINANCIAL RISK MANAGEMENT (CONTINUED)
(vi) Interest rate risk (Continued)

Interest rate risk sensitivity analysis
Effect on profit before tax

5% increase 5% decrease
USD USD UsD

Principal 17,929,049
Average rate of interest 6.69% 7.03% 6.36%
Interest 1,199,798 1,259,788 1,139,808
Interest expense 1,199,798 1,259,788 1,139,808
Loss before tax as per the (1,227,725) (1,227,725)
consolidated and separate financial
statements
5% Increase in interest rate (59,990) -
5% Decrease in interest rate - 59,990
Adjusted loss for the year (1,287,715) (1,167,735)

(vii) Fair value hierarchy

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
measurements 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 assets or liability.

The following tables set out the fair values of financial instruments of the Company that are analysed
by the level in the fair value hierarchy into which each fair value measurement is categorised:
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6. FINANCIAL RISK MANAGEMENT (CONTINUED)

(vii) Fair value hierarchy (Continued)

31 March 2019 Level 1 Level 2 Level 3 Total
USD UsSD USD USD

Financial assets

Loan to subsidiary - - 9,947,012 9947012

Cash and cash equivalents - - 4,705 4,705

Other receivable - - 650 650
- - 9,952,367 9,952,367

Financial liabilities

Loan from ultimate

holding company - - 17,929,049 17,929,049

Other payables - - 5,562,448 5,562,448
- - 23,491,497 23,491,497

31 March 2018

Financial assets

Loan to subsidiary - - 11,082,000 11,082,000
Cash and cash equivalents - - 102,996 102,996
Other receivable - - 650 650

- - 11,185,646 11,185,646

Financial liabilities
Loan from ultimate

holding company - - 17,754,049 17,754,049
Other payables - - 4,364,814 4,364,814
- - 22,118,863 22,118,863

The fair values of cash and cash equivalents and other payables approximate their carrying values due
to their short-term nature.

7. OPERATING INCOME / EXPENSES

The Group The Company
2019 2018 2019 2018
USDh uUsD USD USD
Interest from bank 131,103 - - -
Net foreign exchange loss  (10,107) (2,811) - -

120,996 (2,811
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8.

TAXATION
India

The Company invests in India and the directors expect to obtain benefits under the double taxation
treaty between India and Mauritius. To obtain benefits under the double taxation treaty, the
Company must meet certain tests and conditions, including the establishment of Mauritius tax
residence and related requirements. The Company has obtained a tax residence certification from the
Mauritian authorities and believes such certification is determinative of its resident status for treaty
purposes.

On 10 May 2016, the Government of India and Mauritius announced the signing of a Protocol
amending the provisions of the India-Mauritius tax treaty. The Protocol became effective on | April
2017 in respect of income and gains received from India. The Protocol, inter alia, provides for
capital gains arising on disposal of shares acquired by a company resident in Mauritius on or after 1
April 2017 to be taxed in India. However, investments in shares acquired up to 31 March 2017 have
been grandfathered, thus exempted from capital gains tax in India irrespective of the date of
disposal. In addition, shares acquired as from 1 April 2017 and disposed of by 31 March 2019 will
be taxed at a concessionary rate equivalent to 50% of the domestic tax rate prevailing in India
provided the Mauritius company meets the prescribed limitation of benefits clause, which includes a
minimum expenditure level in Mauritius.

Mauritius

The Company holds a Category 1 Global Business License for the purpose of the Financial Services
Act 2007 of Mauritius. Pursuant to the enactment of the Finance Act 2018, with effect as from 1
January 2019, the deemed tax credit has been phased out, through the implementation of a new tax
regime. Companies which had obtained their Category 1 Global Business Licence on or before 16
October 2017, including the Company, have been grandfathered and would benefit from the deemed
tax credit regime up to 30 June 2021. -

Accordingly, the Company is entitled to a foreign tax credit equivalent to the higher of the actual
foreign tax suffered or 80% of the Mauritian tax (“Deemed tax credit”) on its foreign source income
resulting in an effective tax rate on net income of up to 3%, up to 30 June 2021. Further, the
Company is exempted from income tax in Mauritius on profits or gains arising from sale of
securities. In addition, there is no withholding tax payable in Mauritius in respect of payments of
dividends to Shareholders or in respect of redemptions or exchanges of Shares.

Post 30 June 2021 and under the new tax regime and subject to meeting the necessary substance
requirements as required under the Financial Services Act 2007 (as amended by the Finance Act
2018) and such guidelines issued by the Financial Services Commission, the Company will be
entitled to either (a) a foreign tax credit equivalent to the actual foreign tax suffered on its foreign
income against the Company’s tax liability computed at 15% on such income, or (b) a partial
exemption of 80% of some of the income derived, including but not limited to foreign source
dividends or interest income.
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8. TAXATION (CONTINUED)

As at 31 March 2019, the Company has accumulated tax loss of USD2,966,840
(2018: USD2,003,458) and is, therefore, not liable to income tax. The accumulated tax losses will be
available for set off against future taxable profit as follows:

USD
Up to year ending 31 March 2020 64,922
Up to year ending 31 March 2021 110,740
Up to year ending 31 March 2022 925,888
Up to year ending 31 March 2023 836,432
Up to year ending 31 March 2024 1,028,858
Accumulated tax losses 2,966,840
The tax reconciliation is as follows:
2019 2018
USDb USD
Loss before tax (2,605,913) (1,010,900)
Less: Exempt income 37 (25)
Add: Non — allowable expenses 1,577,055 174,468
Add: Unauthorised deductions 37 25
Tax loss for the year (1,028,858) (836,432)
Tax loss brought forward (2,003,458) (1,207,452)
Tax loss lapsed 65,476 40,426
Tax loss carried forward (2,966,840) (2,003,458)
Income tax at 15% (445,026) (300,519)
Deemed tax credit 356,021 (240,415)
Deferred tax asset not recognised 89,005 60,104

Tax expense - -

(ii) Income tax — The subsidiaries and the step subsidiary

No provision for income tax has been created in the current year as the subsidiaries and the step
subsidiary are still in the initial stages of exploration and no revenues were generated during the
year.

(iii) Deferred taxation

As a measure of prudence, deferred tax asset of USD89,005 (20i8: USD60,104) has not been
recognised in absence of certainty of its realisation.
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9. INVESTMENT IN SUBSIDIARIES

Investment in subsidiaries

% 2019 2018
holding USD USD

(i) JSW Natural Resources Mozambique, Limitada 99.99%

At start of the year 18,808,700 1,209,606
Allotment of shares - 17,599,094
At end of the year 18,808,700 18,808,700
% 2019 2018
holding USD USD
(ii) JSW ADMS Carvao Limitada 0.60%
At start/at end of the year 3 3

JSW Natural Resources (Mozambique) Limitada, is a company incorporated in Mozambique on
10 May 2007 and the step subsidiary in which the former has 99.4% stake is also incorporated in
Mozambique.

The Company acquired the remaining 0.60% stake of JSW AMDS Carvao Limitada, the subsidiary
company of JSW Natural (Mozambique) Limitada as at 31 March 2014 for a consideration of
USD3.
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10. PROPERTY, PLANT AND EQUIPMENT
License cost Motor vehicle Office equipment Exploration cost Total
and other assets (Refer to note
11.4)
USD USD USD USD USD
10.1 Cost
Asat 1 April 2018 1,611,220 3,907 7,030 9,863,653 11,485,810
Additions during the year - - - 143,276 143,276
Exchange differences (21 002) (138) (203) (81,563) (102,906)
As at 31 March 2019 1,590,218 3,769 6,827 9,925,366 11,526,180
10.2 Depreciation
Asat 1 April 2018 69,105 3,907 5,436 48,710 127,158
Charge for the year - - 390 - 390
Exchange differences (2,4595) (138) (158) (1,738) (4,489)
As at 31 March 2019 66,650 3,769 5,668 46,972 123,059
10.3  Net book values
As at 31 March 2018 1,542,115 - 1,594 9,814,943 11,358,652
As at 31 March 2019 1523 568 - 1159 9,878,394 11,403,121
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10.

10.4

10.5

11.

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Exploration costs capitalized during the year:

2019 2018
USDh USD
Exploration costs
Staff costs 77,708 51,297
Consultancy 17,225 20,990
Bank charges 15,054 9,488
Rent 10,792 8,400
Office expenses 8,872 2,671
Surface tax 5,445 5,493
Travel and accommodation 3,333 1,205
Communication 2,319 2,160
Fuel and lubrication cost 1,534 1,337
Depreciation 390 376
Car repairs and maintenance 343 1,210
Legal costs 133 97
Logistics and transport cost 128 26
143,276 104,750

The following are details of the licences currently held by the Group:

License No. Valid up to Held by
1127L 6 October 2015 JSW Natural Resources Mozambique Limitada
8161C 11-Sept-42 JSW ADMS Carvdo Limitada

JSW Natural Resources Mozambique Limitada applied for mining concessions (lease) for 25
years on LPP 1127L in Oct -15 and has been allotted new number 7942C.

OTHER RECEIVABLES AND PREPAYMENTS

The Group The Company

2019 2018 2019 2018

USD usD USD UsSD
Other receivables 1,116 1,364 - -
State receivables 37,418 10,095 - -
Advance for acquisition 650 650 650 650
Prepayments 127,688 127,689 2,689 2,689
166,872 139,798 3,339 3,339

The advance of USD650 was made to Hussein Ranchhod & Co. in respect of the acquisition
of shares to be made in Eveterra Investments (Private) Limited.
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12. STATED CAPITAL

2019 2018
USD USD
Ordinary shares of USD 10 each 13,655,000 13,655,000

These shares are entitled to voting rights and to dividends. Shareholders have various rights under the
Company’s Constitution, including the rights to income distributions subject to solvency test and other legal
requirements. They are also required to attend and vote at meeting of shareholders.

13. RELATED PARTY TRANSACTIONS — The Group and the Company

During the year, the Company transacted with related parties. Details of the nature, volume of transactions
and balances with those parties are set out below:-

Name of Relationship Nature of  Receivable(R) Volume of Receivable(R)
related party transactions or Payable(P)  Transactions  or Payable(P)
2019 2019 2018
USD USD USD
(i) JSW Natural
Resources
(Mozambique)
Limitada (point 1 Subsidiary =~ Loan advanced
below and note / Transfer of
15) licence 9,947,012 (R) (1,134,988) 11,082,000(R)
(ii) JSW Steel Limited
(point 2 and 3 Parent Loan advance  17,929,049(P) 175,000 17,754,049(P)
below)
(iii) SANNE Administrator, Administration
Mauritius Secretary and fees, secretarial
Directorship  fees, director
fees and
professional
fees for tax 2,689(R) - 2,689(R)
filing 5,256(P) (2,164) 7,420(P)

(1) The loan to and receivable from the subsidiary are unsecured, interest-free and are repayable on
demand, except for the loan amount of USD3,000,000 as per the loan agreement dated 26 February
2018, which states that the loan is repayable after 4 years.

However, management has agreed that the Company will not call for repayment of the loan and
receivable, until year 2022 and hence they are classified as non-current assets.
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13. RELATED PARTY TRANSACTIONS — The Group and the Company (Continued)

(2) Loans from JSW Steel Limited are unsecured and interest rate and repayment date as

follows:
Effective Date Loan to be disbursed Interest Rate Repayment date
USDh
13 June 2008
(Revised 1 September 2017) 5,000,000 6 months LIBOR + 5% 31 August 2020
5 April 2012
(Revised 1 September 2017) 5,000,000 6 months LIBOR +5% 31 August 2020
15 February 2013
(Revised 1 September 2017) 10,000,000 6 months LIBOR + 5% 31 August 2020
1 March 2018 4,000,000 6 months LIBOR + 5.3% 1 March 2021

(3) An amount of USD175,000 was received from JSW Steel Limited as loan advances during the year ended
31 March 2019 (2018: USD3,127,500).

14. LOAN TO SUBSIDIARY

Before amortisation After amortisation

2019 2019

USD USDh
As at 1 April 11,082,000 11,082,000
Loan granted 243,200 243,200
Effect of amortisation on loan - (2,003,052)
Effect of amortisation on interest - 624,864
As at 31 March 11,325,200 9,947,012

The Company has amortised the loan to and receivable from the subsidiary at a rate of 6.703%, which
management has considered to be the effective rate of interest and on the assumption that they will be repaid in
the year 2022.

15. TRADE AND OTHER PAYABLES

The Group The Company

2019 2018 2019 2018

USD UsD USD USD
Egas Moniz Maria Do
Carmo Rafael Mussanhane 376,158 501,554 - -
Interest payable 5,557,192 4,357,394 5,557,192 4,357,394
Other payable 49,104 46,884 - -
State creditors 1,365 942 - -
Provision for audit fees 3,220 3,220 3,220 3,220
Provision for
administration fees and 2,036 4,200 2,036 4,200

disbursement

5,989,075 4,914,194 5,562,448 4,364,814
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15.

16.

17.

18.

TRADE AND OTHER PAYABLES (CONTINUED)

The payable to Egas Moniz Maria Do Carmo Rafael Mussanhane represents purchase
consideration of coal exploration licence no. 8161C.

CONTINGENT LIABILITY

In terms of Mozambique mining law, JSW Natural Resources Mozambique Limitida and its
subsidiary are required to provide a bank guarantee in the process of being awarded a
mining concession agreement. Pursuant thereto, the subsidiary company pledged a bank
guarantee of USD2.9 million. The term of the guarantee is four years. The bank guarantee is
pledged with Capital Bank. The bank guarantee is secured by way of a call deposit with the
same bank.

The Group The Company
2019 2018 2019 2018
USD USD USD USD
Bank Guarantee 2,900,000 2,900,000 -

2,900,000 2,900,000 -

CAPITAL MANAGEMENT POLICIES AND PROCEDURES
The Group and the Company’s objectives when managing capital are:

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

¢ to comply with the capital requirements set out by the regulators;

* 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;

¢ to maintain a strong asset base to support the development of business; and

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

The Group and the Company set the amount of capital in proportion to risk. The Group and the
Company manage 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 Group and the Company may adjust the amount of dividends
paid to shareholders, return capital to shareholders, issue new shares, or sell assets to reduce
debt. The Group and the Company do not have any external debts and therefore, consistently
with others in the industry, the Group and the Company are not required to monitor their
capital on the basis of the gearing ratio. There has not been any changes in the way the Group
and the Company manage their capital.

The Group and the Company are not exposed to any externally imposed capital requirements.
IMMEDIATE AND ULTIMATE HOLDING COMPANY
The directors regard JSW Steel Limited, a company incorporated in India as the Company’s

immediate and ultimate holding company. JSW Steel Limited is listed on the Nationa] Stock
Exchange and Bombay Stock Exchange in India.
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19. GOING CONCERN

The recoverability of the property, plant and equipment included in the consolidated and
separate financial statements is dependent on the viable extraction of the proven economic coal
reserves by the subsidiaries. Till the time the subsidiaries are not able to extract it viably it
would be dependent upon the Company for the financial support to continue its activities,
which in turn, would be dependent on its holding company for financial support.

In the event that the exploration is futile, the property, plant and equipment shall be

immediately written off from the date the exploration stops. In view of the significance of the
itemn involved, the resultant effect shall give rise to a going concern problem at group level.

20. EVENTS AFTER THE REPORTING PERIOD

No events were noted after the reporting date that would require disclosures or adjustments to
the consolidated and separate financial statements for the year ended 31 March 2019.




