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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

REPORT OF THE DIRECTORS

In complisace with the Companies Act 2017, the directors submit their report on the activities of Industial
Developmeat Corporation Limited and its subsidiaries {the compaay) Tor the year ended 31 December 2017

1. Company activities and Principal place of business
Tifc company was incorporated on 21 January 2014 and is domiciled in Zambia. The registered office and
principal place of business is 61 Independence Avenue Prospect Hill P.O Box 37232 Lusaka.

The Industsial Development Corporation Limited (IDC) is an investment holding company wholly owned by the
Government of the Republic of Zambia. IDC's mandate is to play a catalytic role in decpening and supporting

Zambin's industrialization capacity 1o support job creation and domestc wealth formation across key economic
scctors. The IDC plays its role through co-investing alongside private scctor investors. Simultancously, IDC
serves as an invesyment holding company for previously state-owned enterprises and acquisition of new
investments in priority sectors. Sources of financing and reveaue include dividend income, equity disposals, bank
borrowings and debt issuance in the capital marker. Surpluses gencrated by the IDC are reinvested to fund new
projects or advanced as sharcholder loans to its subsidiarics and paid out w© its sharcholder, the Minister of

Finance as dividends.

2. Subsidiaries

The portfolio of subsidiaties and investee companies diverse mnge of sectars. These subsidiarics are guided and

managed by their respective boatds with IDC providing strategic oversight.

ENERGY AND RESOURCES ZCCM - Tavesument Holding Ple (60.26%)
ZESCQO Limited (100%)
Zambia Forestry & Forest Industries PLC (100%5)
Indeni Petrolevm Refinery Limited (100%)
IKagem Mining Limited (20%)

FINANCIAL SERVICES ZSIC Group (100%)
Indo Zambia Bank Limited (#0%)
ZANACO PLC (25%)

INDUSTRIES Afrox (Zambia) Limired (30%)
Nirrogen Chemicals of Zambia (100%)
Zambia China Mulungushi Textles (33%)
Zamcapital Enterprises Limited (100%)

TELECOMMUNICATIONS AND MEDLA  Zambia Telccommunications Company Limited (100%)
Times Printpak (Z) Limited (100%)
Zambia Printing Company Limited (1060%)
Zambia Daily Mail Limited (100%0)

TOURISM, REAL ESTATE, AND OTHERS  Mulungushi Village Complex Liinited (100%0)
Mulungushi Internationat Conference Centre MICC) (100%;)
NIEC Business School Trust (100%)
Nanga Facms Limited (14.27%)
Mupepetwe Development Compaay (100%)
Medieal Services Limited {100%)
Zambia International Trade Fair (100%)
Mukuba Hotel Limited (100%)
Lusaka Trust Hospital (5072)
Lusaka South Mult Facility Economic Zoue Limited (100%)

TRANSPORT AND LOGISTICS Zambia Railways Limited (100%)
Engincering Services Corporation (100%)
Mpulungu Hacbour Corporation Limited (100%)
Zameargo Logistics Limited (100%)
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

REPORT OF THE DIRECTORS (CONTINUED)

3. Share Capital
The compaay is wholly owned by the Ministez of Finance, on behalf of the Government of the Republic of
Zambia (“GRZ") pursuant to the Minister of Finance (Incorporation) Act Cap 349 of the Laws of Zambia.
Detils of the company's authorised and issued share capital are included in note 37 to the financial
statements.

4+ Consolidated Financial Results

The consolidated financial results for the year under review ace as reported in the financial statements set
outon pages 11 to 102 as summarized below:

Inn Kwacha thousand

Consolidated Company
2017 2016 2017 2016
Turnover 10,223.153 11,030,714 92,060 99.219
(Loss)/ profit before taxadon  (3,216,221) 917,385 31,173 61,933
Income tax 735,464 740,650 (14.046) (21,933}
(Ioss)/profit for the year (2.480.757) 1,658,035 17,127 40,000

5. Dividends

‘The Group has the dividend policy which has been adopted by all subsidiacies. During the year under
review, Indo Zambia Bank Limited, Indeni Petroleum Refinery Limited, Mulungushi Village Complex,
ZAFFICO, Nanga Farms, Lusaka Trust Hospital and Afrox paid dividends of ZMW92,060,286 million
to Industsial Developmen: Corporation Limirted. The dividend income has been climinated from the
Group consalidated results.

6.  Directors and Secretary
The Directors in office at the financial year end and at the date of this report were as follows:

His Excellency the President of the Republic of Zambia  President of the Republic of Zambia, Chairman
of the

IDC Board

Hoanourable Dr Bwalya Ng'andu Ministry of Finance (Appointed 15 July 2019)

Honourable Chrstopher Yaluma Ministry of Commerce, Trade & Industry

Haonourable Micheal Katambe Ministry of Agriculture

Honourable Margaret Mwanakatwe Ministy of Finance (Reured 15 July 2019)

Honourable Felix Murad Ministry of Finance Retired 15 February 2018)

Mrs. Kayula A Siame : Minisuy of Commerce Trade and Industey
(Retired 5 September 2019)

Mr. Fredson Yemba Secretary to the Trzeasury- Ministry of Finance

Mr. Mulenga Mushuma Ministry of Commerce Tradeand Industry
(Appointed 5 September 2019)

Mer. Alexander Bwalya Chikwanda Non Executive Ditector

Mr. David Kombe Non Executive Director

Mr. Isaac Ngoma Non Execotve Dicector

Mr. Geofrey Sakulanda Non Execudve Director

Mis. Silvia Banda Non Executive Director

Mz. Ben Shoko Non Executive Dixector

Fr. Leonard Chid Non Executive Dircctor

Mr. Mateyo Kaluba Executive Director

Secretary
Mrs Leya M Npoma
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

REPORT OF THE DIRECTORS (CONTINUED)

10.

Properzy, plant and equipment

The total addidon tw properyy, plant and cquipment during the year was ZAMW4,878,012,000 2016
ZMWT 567 ,538.000).

Health, safety and envitonment issues
The Group recognises its responsibility regarding occupational health, safety and welfare of its employees and has
put tn place measures to safegnard them.

Social sesponsibility

The Group is committed to suppotting vatious activities and groups across Zambia in line with its overall mandate
of promoting, supporung, and facilitating job creadon.

Human Rescurces
The totl remuncraton for cmployees duting the year amounted o ZMW3,7538312,00002016:

ZAIN2,339,645,000). The mble below shows the total average number of employees in the Group during the
year.

Month Total
January 11,604
February 11,592
March 11,596
Aprid 11,582
May 11,577
June 11,565
Juldy 11,563
August 11,848
Seprember 11,879
Octaber 11,809
November 11,801
December 11,821

Events after the reporting period

Subsequent to the year end, on March 11,2020, the World Flealth Organisation announced the outbreak of a strain
of the novel coronavirus ("COVID -19") pandemic which has resulted in a series of public health and emergency
measares that have been put in place to combat the spread of the vicus. Since then, the virus has spread 1o over
120 countrics, including Zambia. The global pandemic bas resulted in sigaificant governmental measues being
implemented by various governments to conteol the spread of the virus, including reserictions on work and travel,
factory closures, production, and logistics in many regions of the world,

The Dircctors are monitoring the developments of the siwation closcly and remain coafident that the Group is
resiticnt enough to withstand the impact of the pandemic and will remain a going concern (aote 49).

Going Concern

The Directors believe that the group has adequate financial resources and support to continue in operation for
the foresecable futuze and accordingly the consolidated financial statemeots have been prepared on a going
coacern basis. The board has sarisfied itself that the group is in a sound Enancial position and that it has access
10 sufficient borrowing facilitics to meet its forescenble cash requirements. The Directors are not aware of any
new material changes that may adversely impact the group. Further, the Disectors ate also not aware of any material
non-compliance with stawtory or regulatory requirements oz of any pending changes 1o legislaton which may
affect the group. The Group is committed to industialisation mandate of promoting and supporting and
facihitating job creation.



INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 BECEMBER 2017

REPORT OF THE DIRECTORS (CONTINUED)

13 Legal matters

There ate no significant ar material legal or arbitzation praceedings to the knowledge of the Directors, any such

proceedings which arc pending or threatened, by or against the Group which may have a significant cffect on
the financial position or profitability of the Group.

4. Gifts and donations
The Group made donations during the period amounting to ZMW3.7 million (2016: ZMW3.50 million).
15 Dircctors’ fees

During the year, the renumeration of the directors was ZMW12.3 million (2016: ZAW17.33 million)

16.  Other Material Facts, Circumstances and Events

The Ditectors ace not aware of any material facts, circumstances or events which occutred between the accounting
date and the date of this report, which might influcnce an assessment of the Group's financial position or the

results of its opeeation. The Directors confirm that the financial statements have been prepared on 2 going
concem basts,

17 Annual financial statements
The annual financial statements set out on pages 11 to 102 have been approved by the duectors.

18, Auditors i o
The Group's external auditors, Messcs Grant Thornton cetire at the canclusion of the 2017 audit. The
appointment of the auditors for the year 2018 would be decided at the AGM.

We would like to thank Messrs Grant Thortan for their services rendered over the period of their
appotitment.

By Ordet of the Board

B

Company Seccrerary

J?jmb Qﬂl’

wh



INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

STATEMENT OF RESPONSIBILITY FOR FINANCIAL STATEMENTS

Secton 265 of the Companies Act 2017 requires the Directors w prepare financial statements for each financial year
which give 1 tue aud faic view of the financial position of Industrial Development Corporation Limited and its
subsidiaries and of its financial performance and its cash €flows for the year then ended. In preparing such financial
statemens, the Directors are responsible for:

-

designing, implementing and maintaining internal control relevant o the preparadon and fair presentation of
financial statements that are free from materdal misstaternent whether due to fraud or error;

selecting appropriate accounting policies and applying them consistendy;
making judgements and sccounting estimates that are reasomable in the circumstances; and

preparing the fimancial statements in accordance with the applicable financial reporting framework, and on
the going concern basis unless it is inappropriate o presume that the Group will continue in business.

The Directors are tesponsible for keeping proper accounting records which disclose with reasonable accugacy at any
dme the financial position of the Group and enable them to ensure that the financial statements comply with the
Companies Act 2017. They are also responsible for safeguarding the assets of the Group and hence for wking
reasonable steps for the prevention and dereetion of fraud and other icregularides.

The Board of Directors confurn that in their opinion:

®

()

©

the financial swtements give 2 oue and fair view of the financial position of Industial Development
Corporation Limired and its subsidiarics as at 31" December 2017, and of its finaucial pecformance and its
cash flows for the vear then ended;

at the date of this scatement there are reasonable grounds to believe that the Group will be able to pay its
debts as and when these fall due; and

the financial statements are drawn up in accordance with the provisions of the Companies Act 2017 and
Intesnatonal Financial Reporting Standards.

This statement is made in accordance with a tesolution of the Directors.

A
Signed at Lusaka on m%&';\:) .‘lﬂi\

— LS

DIRECT@R DTzcrc\)y



GrantThornton

Grant Thornton

5th Floor Mukuba
Pension House
Dedan Kimathi Rood
P.O. Box 30885
Lusaka, Zambia

T +260 (211) 2277228

£ gtiusaka.maiiber@rmgt.cam

INDEPENDENT AUDITOR'S REPORT

TQ THE MEMBERS OF INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
Report on the Audit of the consolidated financial statements

Opinion

We have audited the accompanying consolidated financial statements of Industrial Development Corporaton Limited (the
‘Company) and its subsidiaries (the ‘Group’) which comprise the consolidated and scparate statements of financial
positon as at 31 December 2017, and the consolidared and separace statements of comprehensive income, consolidated
and separate statements of changes in equity and the cansolidated and separate siatements of cash flows for the year then
ended, and the notes, comptising a summary of significant accounting policies and other explanatory information.

In our apinion the accompanying financtal statements give a true and fair view of the financial position of Industrdal
Deveiopment Corporation and its subsidiaries as at 31 December 2017 and of their financial performance and cash flows
for the year then ended in accordance with International Financial Reporting Standards.

Basis for opinion

We coaducted our audit in accordance with International Standacds on Auditing (I8As). Qur responsibilities under
those standards are fucther described in the Auditor’s Respomsibilicies for the Audit of the Financial Starements’
section of our report. We are independent of the Group and Company in accordance with the Internauonal Ethics
Standards Board for Accountants’ International Code of Ethics {or Professional Accountants (IESBA Code) together
with the ethical reqaicements that are relevant to our audic of the financial statements in Zambia, and we have fulfilled
our other cthical responsibilitics in accordance with these requirements and the IESBA Code. We believe that the
audit evidence we have obrained is sufficient and appropriate to provide a basis for cur opinion.

Marerial uncertainty related 1o going concern

We draw attention ro nate 3.4 in the financial statements which indicates thar, at the reporting dare the Group's current
liabikities cxceeded the current assets by ZMWB,602,076 thousand (2016 ZMW5,310,025 thousand). As stated in note
3.4, these evenrs ar condinons along with other mazters as set forth in note 3.4 indicated thar 2 mateaal unceetainey
exists that may cast significanc doubt on the Group’s ability ro continue as a going concern.

QOur opinion is not modified in respect of this matter.

Partners

Edgar Hamuwele {Managing]

Christopher Mulengo

Wesley Baene

Rodia Musonda

Chilala Banda Audit @ Tox @ Advisory

Charteced dscountmis 7

Zumbian Serrier of Grort Thoensan lntgzeolional

VAR “ug 19CIATSHD. Reghtored in Lusake, Compuny numier 810

Gront Thorntan Zambia o othee mamier Hirme o not @ weddwide parmersiip. Gl ond zach membee firm s sepornte lagad entity,

Sersices ore delivered independenty by the member fitret. Gl ond ity member fems are mat ogeats, and do net abiigotr, ene amothar

and are aot Labls for one eeothir's uels ar omivsions. www.gt.com.zim
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INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF INDUSTRIAL DEVELOPMENT CORPORATION LIMITED

Key Audit Matters

Key audit marters are those matters that, in our professional judgement, were of significance in our audir of the
financial statements for the current period. These matters were addeessed in the context of our audit of the
financial swiements as a whole, and in forming our opinion thereon, and we do not provide a separaic opinion on

these matters.

In addition © the maters described in the Emphasis of matter paragraph above, we have

determined the marttess described below ro be key audit maaters to be communicated in our report.

Key Audit Matters

How the marter was addressed in our report

Mecasurement of financial assets

Due to the complex and subjecuive judgements
made in the assumption by the Directors over
the timing recogniton and estimation of the
provision for bad debts, this was considered a
key audit matcer.

The Directors are required to apply judgements
reladng o the key assumptions and judgements
that underlic the inpuis into the impairment
caleulation Key assumptions and judgements
include the period used for umdentfied
impairment, the  probability of  defaule
calculation  and  the loss  given default
caleulation.

[n considering the reasonableness of the impaitment
provision, the audit team performed vatious procedures,
including but not limited to the following:

e Asscssing the desipn and implementation of the
controls around the determinadon of the
impairment provision with focus on compliance
with the requirements of [AS 39 “Financial
Instruments-Recogpition and Measurements”

o Assess the completeness of the reccivables
considered for impairment.

s Tested, on sample basis, the recoverbility of
receivable balances through, testing of current
year and subscquent receipts and corroborative
enquiry of management.

Valuation and Measurement of Investments
in assaciates

As at 31 December 2017, the investments in
associates and the financial assets at fair value
through profit or loss of ZMW9,237 milion
tepresened 12% of the ttal assets that wete
subject to significant estimations.

The valuation of the Group’s investments is
performed by an external valuation espert and
has applied the Discounted Cash Flow (DCF)
and the rclatve valuadon methodology. The
share prices for publicly uaded companies were
marked to the closing market price on the LuSE
on 31 December 2017,

These models requite significant judgements
and estimation over significant unobsceovable
inputs and assumpdons.

We evaluated the competence,
independence of the valuation expert.

experience  and

We compared the assumptions used to the precedin
p L P
period and considered the reasonableness.

In considering the appropriateness-of the valuaton
model we compased the models used to that of the prior
year.

We had continuous discussions with the valuation
cxperts and challenged assumptions used in the valuaton
report provided.

We coroborated the inputs used against publicly
avallable informadon and the reasonableness of the
comparable umiverse.

Key financial information was matched against latest
available audited results.

For investments valucd using the marker approack we
agreed the prices of the listed shares to the Lusaka Stock
Exchange bists.
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF INDUSTRIAL DEVELOPMENT CORPORATION LIMITED

Responsibilities of Management and Those Charged with Governance for the consolidated Financial
Statements

Management is eesponsible for the peeparation and falr presentation of these financial statements in accordance
with Internadonal Financial Reporting Standards and the requirements of the Companies Act and for such
internal control as management determines is necessary to enable the prepacation of financial statements thar are
free from material misstatement, whether due o fraud or exzor.

In preparing the financial statements, management is responsible for assessing the Group's and Company's abiliry
ta continue as a going concern, disclosing, as applicable, matrers related to going concern and using the going
concern hasis of accounting unless management either intends to liquidare the Group and/or the Company ot to
cease operations, or has no realistic alternatve but to do so.

Those charged with governance ate responsible for overseeing the Group's and Company’s financial reporting
PIYoCcess.

Auditor’s Responsibilities for the Audit of the consolidated Financial Statements

Our objectves are ta obtain reasonable assurance about wherther the consalidnted financial staccments as a whole
are fee from material misstatements, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level assuzance, but is not 4 guarantee that an audit conducted in
accordance with TSAs will always detect a material misstatement when it exists. Misstatements can arise from
frnud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the cconomic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with 1SAs, we exercise professional judgement and malntain professional
skeptcism throvghout the audit. We also:

s Identfy and assess the risks of material misstatemnent of the financial statements, whether due to {raud oc
crtor, design and perform audit procedures respansive 10 those risks, and obtain audit evidence thac is
sufficient and appropriate to provide a basis for our opinion. The sisk of not detecting a matcrial
misstatement resulting from fraud is higher than for onc resulting from erzor, as fraud may iovolve
collusion, forgery, intendonal omissions, misrepresentations, or the averride of internal control.

e Obtain an understanding of internal contzol relevant to the audit in order to design audit proceduces that
are appropriate in the circumstances, but not for the purpose of cxpressing an opinion an the
effectivencss of the group's interaal control.

»  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estmares
and related disclosuces made by management.

»  Conclude on appropriatencss of management's use of the going cancern basis of accounting and, based
on the audit evidence obtained, whether a material uncermainty exists zelated to events or conditions that
may cast significant doubt on the group's ability to continue as a going concern. If we conclude that a
material uncertainty cxists, we are required 1o draw attention in owt auditor’s report o the relared
disclosares in the fnancial statements, o, if such disclosures are inadequate, to modify our opinion. Our
conclusions ace based on the audit evidence obtained up to the date of cur auditor's report. However,
futuze events or conditions may cause the group to cease to coatinue as @ going concern.

s Evaluate the overall presentation, structure and content of the fnaacial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in &
manner that achieves fair presentation.

«  Obtain sufficicnt appropriate audit cvidence regarding the financial information of the cntities or business
activities within the Group to express an opinion an the financial statements. We are respouosible for the
direction, supervision and performance of the Group audit. We remain solely responsible for our audit
opinion.
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CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
Auditor’s Responsibilities for the Audit of the Financial Statements (continued)
We cormmunicare with those charged with governance regarding, among other matters, the planned scope asd
timing of the audic and significant audit findings, including significant deficiencies 3 internal conual that we
dentify dudng our audit
Report on the other legal and regulatory requirements
The Companies Act, 2017 requires that in carrying out ovr audit, we consider and teport to you on the accaunting
and other records and regiswers. We confirm that the accountng and other records aad cegistess have been
properly kept in accordance with the Act
"The Companies Act of 2017 requires that in carrying out our audit of the Company, we report on whether:

i. There is a relationship, interest or debt which us, as the Company’s auditor, have in the Campany.

ii. There are scrious breaches by the Company's directors, of corporate governance principles or practices

contained in part V11's sections 82 o 122 of the Zambia Companics Act of 2017; and

In respect of the foregoing requirements, we have no matter {0 repott.
1n accordance wich the Insurance Act, 1997 (as amended), we report that in our opinion:

s ‘The Group made available all necessary information in compliance with the requirements of this Act;

. The Group has complied with the provisions of this Act and the regulations, guidelines and prescriptions
under this Acr; except as described below:-

0] At 31 December 2017, a subsidiary, ZSIC General Insurance Limited failed 1o meer the minimum
solvency margin of 10% as required by Section 37 of the Insvrance Act, 1997 (as amended). The
Company recorded a solvency margin deficit of 74.02% (2016: 51.11%%).

@) The Insurance Acr 1997 (as ameaded) requires an acruarial valuation of a Life Company © be carried out
once every three years. The latest available acwarial valuation report, at the reporting date of financial
stateonents was as at 31 December 2017, According 1o Sectan 36(1) of the same Act, a Life Company is
required to maincin a margin of solvency defined in temms of the Regulaton 2(1) when its iabilities under
life policies do not exceed the sum in the Lfe insurance funds or funds mainmined by it

The valuation repart as ar 31 December 2017 shows that the Totat Liabilities of the company excecd
the Actuazial Assess by ZMW90.08million. However, after removing the inadmissible assets, the
admitted assets axe less than admitted habilities by 96%.

Chartered Accountants

&

Christopher Mulenga (AUD/F000178)
Namc of Partaer signing on behalf of the Firm

Date: Q‘f 3‘\(“] _?C’:L,
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED

CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

STATEMENT OF FINANCIAL POSITION

Figrres in Zavibian Kwacha thowsand

Assets

Goodwill

Intangible assers

Propecty, plant, and equipment
Plantatton in formation
Iavestment property
Investments in subsidiarics
Loans to related parties
Invesunents in joint ventures
Investments in associates

Financial asscts at fair value through profit & loss

Held to maturity financial assets
Available for sale financial assets
Osher long-term assets
Defetred rax

Current Assets

Property, plaat and cquipment
Investment prapecty
Investment in subsidiarics
Inventories

Trade and other receivables
Amounts due from related pacties
Held to manurity financial assets
Available for sale asscts

Qther short term financial assees
Cash and cash equivalents

Total Assets
Equity and Liabilities

Shace capital
Retained earnings
Reserves

Non-controlling interest

11

Note(s)

-~ o

—_— e Wb
oo e = &

=~
fox)

37

Consolidated Company

2017 2016 2017 2016

- 2,549,492 - -

9,393 7,139 . .
53906,613 24,626,242 7,453 4,321
412,790 311,944 - -
1,863,261 1,830,770 - -
6,615 6,605 13,562,711 14,493,294
515,404 638,620 25,176 -
664,720 424,446 - -
8,879,435 8,226,042 1,689,246 1,211,748
357,245 529,057 21453 -
67,376 60,872 - -
57,428 39,0435 - 10,324
402,334 131,295 262,075 -
614,787 2116175 - -
67817399 42177742 15367816 15719887
1,521 1,501 - .
10,213 10,213 - -
1,442,102 1,753,198 - -
4,505,412 3,838,346 6479 1,073
2,263,721 1,538,224 81,351 10,568
399,726 262357 - 76,863
- 13,620 - -
2,898 240 - -
2,563,004 2416950 24372 1.813
11 681 9.837.239 112402 90917
29206 52014981 15680218 15810804
10,000 10,000 10,000 10,000
(2949.634)  (401,74) 70831 53,704
33845098 16780655 15287908 15,705,042
30905444 16,388,908 15,368,739 15,768,746
3736406 3436028 = :
34641850 19844936 13,368739 15768746




INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

STATEMENT OF FINANCIAL POSITION (CONTINUEL)

Figures in Zambian Kwacha thousand

Liabilides

Won-Current Liabilities

Deferred rax liabiliry

Retirement benefit obligation
Capital Grants and Contributions
lLong term peortion of Borrowings
Finance lease babilities
Provisions

Other long-term payables
Deferred mecome

Life Assurance Funds

Unearned premiums
Oustanding claims

Cutrent Liabilites

Retirement benefic obligation
Captral Grant and Conuibuton
Short term porrion of borrowings
FFinaoce lease liabilities

Amounts duce to related paties
Current tax payable

Trade and other payables

Bank overdraft

Total Liabilites

Total Equity and Liabilites

Note(s)

18
2

P

J

26

2

7

28

2

9

30

3
3
3
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o
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The responsibilides of the Directors with
regard to the preparation of the financial
staternents are set out on page 9 The
financial statemcats on pages 11 to 102
weee approved by %tégc Board of Dicectors

-

for issue on LT
signed on its behalf by:
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2
3
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)
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Consolidated Company
2017 2016 2017 2016
6,279,680 178,618 - -
2427195 2,099,035 - 295
2,554,130 1,384,085 53920 5920
12,297,332 12,319,736 - -
5315 164,870 - -
122,358 25,201 - -
294,097 211,730 - -
114,003 139,503 - -
303,341 345,180 - -
76,039 76,042 . ;
106,984 78,781 - .
24 573474 17,022,781 5,920 6215
199,243 532,762 - -
114,772 217 3518 -
3,624 904 3,029,783 30,446
443 3,663 .
1,286,012 610,680 18,784 -
1,728,154 1,828,748 30,425 30,383
12,927,989 8,839,143 225,904 5,460
109,239 85,134 - -
19,990.756 12,147.264 303,539 35843
44,564,230 32,170,045 311479 42038

22.206,080
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Figures in Zambian Kwacha thousand

Consolidated Company
Note 2017 2016 2017 2016
Revenue 38 10,223,153 11,030,714 92,060 95,219
Other income 39 1,105,182 2,116,124 3,688 3,202
Change in fair value of investment property 17,990 6,252 - -
Cost of materials 40 (4,995,345 (4,866,469) - -
Employee costs (3,758,312)  (2,339,645) - -
Depreciation and impairment expenses (1,469,217) (883,065) - (1,623}
Operating and Other expenses (2,106,999) (5,246,489 (64.138) (34.865)
Operating profit (loss) (983,548) (182,578) 31,610 61,933
Finance income 41 183,168 965,146 - -
Finance costs 42 (700,761) (556,473) 437) -
Other financial items - 832,544 - -
Impairment loss recognised (2,549,492)
Share of profit from joint venture 13 235,124 151,073 - -
Income from equity accounted investments 599,288 (292.327) - -
(Loss) /profit before taxation (3,216,221) 917,385 314,173 61,933
Taxation 35(a) 735,464 740,650  (14,046) (21,933
(Loss)/profit for the year (2,480.757) 1,658,035 17,127 40.000
(Loss)/profit for the period attributable to:
Non-controlling interest 223557 196,687 - -
Owners of the parent (2,704 314) 1,461,348 17,127 40,000
(2,480.757) 1,658,035 17,127 40,000
Other comprehensive income:
Gains on property revaluation/Investments 25,922 841 191,467 (417,134) -
Income tax relating to items that will not be reclassified  35(d) (8.977.515) (24354 - -
Total items that will not be reclassified to P&I. 16,945,326 167,113 _(417,134) -
Items that may be reclassified to profit or loss:
Remeasurements on net defined benefit liability/asset (627) 16,135 - -
Exchange differences on translating foreign operations 102,329 (418,008) - -
Available-for-sale financial assets adjustments - 9,591 - -
Share of comptehensive income of associates and JVs 43 144 74,150 - -
Income tax relating to items that may be reclassified - (1,145) - -
Total items that may be reclassified to profit or loss 144,846 (338,459) - -
Other comprehensive income for the year netof
taxation 17,090,172 (171,346) - -
Total comprehensive income for the yeat 14,609 415 1,486,689  (400,007) 40,000
Total comprehensive income/loss attributed to:
Non-controlling 280,378 75,503 - -
Owners of the parent 14,329,037 1411186 (400,007 40,00
14,609.415 1,480,689 (400,007 40,000
Earnings per share
Basic earnings per share _(248.076) 165,804 1,712 4,000
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

STATEMENT OF CHANGES IN EQUITY

Figures in Zambian Kwacha thousand

Share Capital Revaluation Retained Non- Total
Capital reserve Reserve Eamings controlling equity
interest

CONSOLIDATED
Balance at 1 January 2016 10,000 16,780,655 - (1,813,191) 3,380,525 18,357,989
Profit for the year - - 1,461,348 196,687 1,658,035
Total comprehensive income
for the year - - - (50,162) (121,184 (171,346)
Life Assutance funds (1,042) - (1,042
Transactions with ownets
Dividends - - - 1,300 - 1,300
Balance at 1 January 2017 10,000 16,780,655 - (401,747 3,456,028 19,844,936
Profit for the year - - - (2,704,314) 223,557 (2,480,757)
Total comprehensive income - - 16,945,327 88,025 56,821 17,090,173
for the year
Amortisation on revaluation - - (68,383) 68,383 - -
Transactions with owners 187,498 - - - 187,498

Balance at 31 December 2017 10,000 16,968,153 16,876,944 (2,949,653 3,736,406 34,641,850

Company
Balance at January 1, 2016 10,000 15,705,042 - 13,704 - 15,728,746
Profit for the year - - - 40,000 - 40,000
Other comprehensive income - - - - -
Balance at January 12017 10,000 15,705,042 - 53,704 - 15,768,746
Profit for the year - - - 17,127 - 17,127
Other comprehensive income - (417,134) - - - (417.134)
Total comprehensive
income for the year - - - 17127 - (400.007)
Balance at December 31 2017 ‘

10,000 15,287,908 - 70,831 - 15368739
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

STATEMENT OF CASH FLOWS

Figures in Zambian Kwacha thousand

Cash flows from operating activities

Cash generated from opesations

Finance costs

Tax paid

Other aan-cash irem

Net cash from operating activitics
Cash flows from investing activities
Purchase of property, plant and equipment
Sale of property, plant and cquipment
Purchase of investment property
[nvesunents In joint venrures

Movements in other intangible assets
Movement in other leng-tenm assets and plant formation
Movemenrs in financial assets
Investments in Associates

Interest Income

Net cash from investing activities
Cash flows from financing activitics
Proceeds from bosrowing

Repayment of loag-term portion of borrowings
Finance lease payments

Dividends paid

Capital Grant and coantribution

Net cash from financing activities
Taotal cash movement for the year

Cash at the beginning of the year

Total cash at end of the year
Represented by:

Bank balances and cash

Bank overdrafis

Consolidated Company
2017 2016 2017 2016
4,336,608 5,587,097 179,411 47,673
(700,761} - #37) ;
(113,520) (131,713) (3.349) .
- {243,490} - 1.622
3532327 2,211,894 178,044 49,295
(4,878,012) (7,567,539) (6,092) (1,500)
36,221 - 362 -
(14,501) (1,579,928 (7.567) -
(240,274) (117,737) - (9437
17,744 - - -
{371,885} (52,968} {249,496} -
(171,412) 2,232,542 76,863 (65,882)
(693,757) (36,731) - .
183,229 - 2419 -
(6,132,645 (7,122 377) {183.331) (76,839
3,671,380 5,020,743 - -
(1,815,915) (3,835,492) 30,446 .
(167,375) 153218 - -
- 1,300 - -
1,064,467 240,336 - -
2732357 1,560,185 30,446 -
122,039 (350,378) 22760 (27,543)
2,331,816 2,682,194 1812 29357
2453855 2331816 24372 1.812
2,563,094 2,416,950 24572 1,812
(109,239 (85,134) -
2,453 833 2,331,816 24 572 1812




INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

1. General information

The company is incorporated and domiciled in Zambia.

The Tndustrial Development Corporatien Limited (IDC) is aa investment hoiding company wholly
owned by the Government of the Republic of Zambia, IDC’s mandate is to play a camlytic role in
deepening and supporting Zambia's industrializaton capacity to support job creadon and domestic
wealth foemation across key economic sectors. The [DC plays its role chrough co~investing alongside
private sector investors. Simultaneously, IDC serves as an investment holding company for previously
state-owned enterprises and acquisition of new investments in priority sectors. Sources of financing and
revenue include dividend income, equity disposals, bank bosrowings and debt issuance in the capital
market Surpluses generated by the IDC arc reinvested to fund new projects or advanced as sharcholder
loans w its subsidiarics and paid out to its shaceholder, the Minister of Finance as dividends.

2. Application of new and revised International Financial Reporting Standards (IFRSs)

2.1 New and revised standards that are effective for annual periods beginning on or after 1

o
(T84

January 2017.

The Group has not adopeed any new standards or amendments that have a significant impact on the
Group's results or financial position,

The standasds and amendments that are effective for the fust tme in 2016 (for catities with a 31
December 2016 year-ead) and could be applicable to the Group aze:

¢ ‘Annual Improvements to IFRSs' 2014 - 2016 cycle;

o Classification and measurerment of share-based payment transactions {Ameadments to [FRS 2)
s Recognition of Deferred tax assezs for unrealized losses {(Amendments to IAS 12); and

e ‘Disclosure Initiatve’ (Amendments to [AS 7)

"These amendments do not have a significant impact on these financial statements and therefore
disclosuzes have not been made.

Standards, amendments, and interpretations to existing standards that are not yet effective
and have not been adopted cacly by the Group.

At the date of authorisation of these financial stazements, certain few standards, and amendments to
existing standards have been published by the IASB that are noc yer effective and have not been
adopted carly by the Group, Information on those expected to be relevant ta the Group's financial
statements ts provided below.

Management antictpates that all relevant pronouncements will be adopted in the Group's accovating
policics for the first pertod beginning after the effecive date of the pronouncement. New standards,
interpretations, and amendments not cither adopted ot listed below are not expected o have a
material impact on the Group's financial statemcents.
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

2.

Application of new and revised International Financial Reporting Standards (IFRSs})

2.2

Standards, amendments and interpretadons to existing standards that are not yet
effective and have not been adopted carly by the Group (continued)

[I'RS 9 “Financtal Instruments’

The acw standazd for financial instruments (1FRS 9) introduces estensive changes to 145 39’
guidance on the classification and measurement of financial asscts and introduces a new
‘expected credit loss’ model for the impairment of financial assets. [FRS 9 also provides aew
guidance on the application of hedge accounting,

Management has started to assess the impact of 1FFRS 9 but is not yet In a position to provide
quantified mformation. At this stage the main arcas of expected impact are as follows:

= the dassification and measurement of the Group's financial assets will aced to be
reviewed based on the new criteria that cansiders the assets’ contractuat cash flows
and the business madel in which they arc managed.

x an espected credit loss-based impairment will need to be recognised on the Group's
wade reccivables and investments in debt-type assets currently classificd as Avatlable
For Sale (AFS) and Held To Maturity (HTM), unless classified as at fair value through
profit ot loss in accordance with the new eriterin.

° it will no longer be possible to measure equity nvestments at cost less impairment
and all such investments will instead be measured at fair value. Changes in fir value
will be presented in profit or loss unless the Group makes an irrevocable designation
to present them in other comprehensive income.

. if the Group coutinues to clect the fair value option for certain Anancial Habiltdies, fair
value movements will be presented in other comprehensive income (o the cxtent
thase changes relate to the Company’s own crediz risk.

IFRS 9 is effecdve for annual eporting periods beginning on or after 1 January 2018.

IFRS 15 ‘Revenue from Contracts with Customers’

IFRS 15 presents new requitements for the recognition of revenue, replacing 1AS 18
‘Revenue’, [AS 11 ‘Coastruction Coatracts', and several revenue-related Interpretations. The
new standard cstabiishes a contral-based reveaue recoguition model and provides additional
guidance in many aceas not covered in detail under existing IFRSs, including how to account
for arrangements with multiple performance obligatons, variable pricing, customer refund

rights, supplier tepucchase options, and other common complesities.

IFRS 15 is cffective for mnual reporting petiods beginaing on o after | January 2018.
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS
2. Application of new and revised International Financial Reporting Standards (IFRSs)

2.2 Standards, amendments and interpretations ta existing standards that are not yet effective and
have not been adopted carly by the Group (continued)

1FRS 15 introduces new guidance that will require the Group to evaluate the separabilicy of multiple
clements based on whether they are ‘distner’. A promised good or service is ‘distinet’ if both:

s the customer beacfits from the item either on its own or together with ather readily available resources,
and

° it is ‘scparately identifiable’ (i.c., the Group does not provide a significant service integraing, modifying
or customizing it).

The subsequent aliocation of arrangement consideration to individual performance obligatons is
based an their relative stand-alone selling prices.

The Group is cumenily in the process of reviewing all its contacts 1o ascertain how the new
requirements will impace the idendficadon of disdnct goods or services and the allocadon of
consideration ta them.

The swndard allows adoption using either retrospectively in full 1o eack prior teporting penod ot
madificd tetrospective with application only to contracts that are ot complete at the date of inical
application.

IFRS 16 ‘Leases’

IFRS 16 will replace [AS 17 and three related Intespretations. Leases will be recorded on the
scatement of financial position in the form of » right-of-use asset and a lease liability.

[FRS 16 is effective from periods beginning on or after 1 January 2019, Management is yer to fully
assess the impact of the Standard and therefore is unable to provide quantified information.
Flowever, in order to determine the impact the Group arc in the process of:

° pecforming o full review of all agrecements to assess whether any addiional contracts
will now become a lease under IERS 16°s new definition

. deciding which transitional provision to adopr, either full cetrospective application or partial
cetraspective application (which means comparatives do nat need to be restared). The pactint
application method also provides aptional relief from reassessing whether contraces in place
are, or contain, a lease, as well as other reliefs. Deciding which of these practical expedients to
adopt is imporwant as they are onc-off choices

. assessing their cusrent disclosures for finance leases and operating lcases as these are likely to
form the basis of the amaunts to be capitalized and become right-of-use asseis

. determining whicl: optional accouating simplifications apply to their lease portfolio and if they
are going o use these cxemptions

. assessing the additional disclosuzes that will be required.
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

5. Summary of accounting policies

31

Statement of compliance

The consolidated financial starements have been prepared in accordance with Internatonal Financial
Reporting Standaxds.

Basis of preparation

The cansolidated financial statements have been prepased on the historical cost basis except for certain
prep

properdes and financial instruments that are measured at revatued amounts or faix values at the end of

each reporting period, as explained in the accounting policies below.

Historical cost is generally based an the fair value of the consideration given in exchange for gaods
and senvices.

Fair value is the price that would be received to sell an asset or paid to tansfer a Lability in an orderly
transaction bexween market participants at the measuzement date, regardless of wherther that price is
directly observable oc estimated using another valuation technique. To estimating the fair value of an
asset or a liabiliry, the Group takes into account the characteristics of the asset or Lability if market
pacticipants would take those characteristics into accotnt when pricing the asset or liability ac the
measurement date. Faiv value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based paymeat wansactions that
are within the scope of IFRS 2, leasing transactions that are within the scope of IAS 17, and
measurements that have some similarities to faic value but are not fair value, such as net realisable
value in LAS 2 or value in usc in IAS 36.

In addition, for financial reporung purposes, fair value measurements ace categorised ito Level [, 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 entirery, which aze deseribed as follows:

* Lewel 1 inputs ate quoted prices (unadjusted) in active markets for identical asscts or liabilites
thart the catity can access at the measurement date.

u Level 2 inputs are inputs, other than quoted prices included within Level 1, that ace
abservable
for the asset or liability, cither directly or indicectly: and

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

The principal accounting policies are ser out below.

3.3 Basis of consalidation

The consolidated financial statements incorporate the fiancial statements of the Company and
enuties controlled by the Company and its subsidiaries. Control is achieved when the Company:
- has power over the investee,

" is exposed, or has rights, to variable recurns from s involvement with the investee; and has

‘ the ability to use its power to affect its returos.
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

EN

Summary of accounting policies (continued)

3.3 Basis of consolidation

The Company reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or mace of the three elements of control listed above.
When the Company has less than a majority of the voting rights of an investec, it has power
over the investce when the voting rights ate sufficient 1o give it the practcat ability ta direct
the relevant activites of the investee unilaterally.

The Company considers all relevant facts and circumstances in assessing whether oz not the

Company's voting sights in an investee are sufficient to give it power, including:

= the size of the Company's holding of voting rights relative 1o the size and dispersion
of  holdings of the other vote holders.

b potential voting rights held by the Company, other vote holdess or other partics;

dights arising from other contractual arrangements.

any additional facts and circumstances that indieate that the Company has, or does

not have, the current ability ro ditcct the relevant activities at the ime that decisions

need 10 be made, including voting partterns at previous shareholders’ meetings.

Consolidation of 1 subsidiary begins when the Company obmins conuol over the subsidiary
and ceases whea the Company loses control of the subsidiary. Specifically, mcome and
cxpenses of n subsidinzy acquired or disposed of during the year ace ncluded in the
consolidated statement of profit or loss and other comprehensive income from the date the
Cowmpany gains control undl the date when che Company ceases to coatzol the subsidiaty.

Profit ot loss and cach component of other comprehensive income are atributed to the
owners of the Company and to the non-controlling interests. Total comprehensive income of
subsidiarics is attzibuted to the owners of the Company and to the non-controlling interests
even if this results in the non-conuolling interests having a deficit balance. When necessary,
adjustments are made to the financial statements of subsidiaties to bring their accountng
policies into line with the Group's accounting policies.

All intragroup assets and lisbilities, equity, income, cxpeases and cash flows relatng o
transactons beoween miembers of the Group are eliminated in full on consalidation.

3.3.1 Changes in the Group's ownership interests in existing subsidiarics.

Changes in the Group's ownership interests in subsidiaries that do not tesult in the
Group losing control over the subsidiaries are accounted for as equity transactions. The
carrying amounts of the Group's interests and the non-controlling interests ate adjusted
to reflect the changes in their rcltive interests in the subsidiarics. Any difference
between the amount by which the non-contolling interests are adjusted and the fair
value of the consideration paid or received is recognised directy in cquity and attributed
to owners of the Company.

When the Group loses control of 2 subsidiary, a gatn oc loss is recognised in profit oc
loss and is calculated as the difference between (1) the aggregate of the faix value of the
consideration received and the fair value of any retained interest and () the previous
carrying amount of the assets (including goodwill), and liabilities of the subsidiary and
any non-controlling interests.



INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

3. Summary of accounting policies (continued)

33

5.4

3.5

Basis of consolidation
3.3.1 Chaages in the Group's ownership interests in existing subsidiaries.

Al amounts peeviously recognised in other comprehiensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the refared assets or liabilities of the subsidiary (i.c.
reclassified ta profit or loss or tiansferred to another carcgory of cquity as specified/permitted by
applicable [FRSs). The faic value of any investment rerained in the former subsidiary ar the date when
control is lost is regarded as the fair value on initial recognition fur subsequent accaunting under IAS 39,
when applicable, the cost on initial recognition of an investment in an associate Or a joint venture.

Basis of preparing the financial statements ~ going concern assumptior.

At the reporting date the Group's current Yabilitios exceeded the current assets by ZMW 8,602,076 thousand
(2016: ZA{W5,310,025 thousand). Further, at the reporting date loan amounts repayable within wwelve {12)
months amouated to ZMW3,624,904 thousand (2016: ZMW 3,029,783 thousand) and overdrafts due on
demand amounted o ZMW109,239 thousand (2015: ZAIWES,134 thousand). The borrowings of the Group
amounted to ZAMW15922,236 thousand (2016: ZMW15.349,519 thousand). The Company meets its day to
working capital requirements through dividends reccived from its subsidiazics and associaies and also support
from its sharcholder.

The financial statemcats have been prepared on a going concern basis which assumes that the Group will
continue in operational existence for the foresceable futuce.

The validity of this assumption depends on the Group being able to generate sufficient funds from s furure
activities w meet its working capital requirements and obtaining renewed financing from long term debt
financing.

1f the Group were unable to continue in operational existence for the foreseeable future, adjustments would
hiave to be made to reduce the staterent of financial position values of assets to their recoverable amounis, to
provide for fusther linbilides thar might axise and to reclassify fixed asscts and long-term liabilities as current
assets and Habilines.

After reviewing the avzilable information including the Group's strategic plans and continuing support from the
Group’s working capital funders, the Dirccrors have a reasonable expectation that the Group has adequate
resources to continuc in operational existence for the foresceable future. Fox this reason, they continue w adopt
the going conceen basis in preparing the fivancial starements.

The Board approved in March 2017 2 plan of restractucing and cecapitalization of the ZSIC Group of
companics and resolved that ZSTC Life Limited and ZSIC General Insurance Limited be immediately wansferred
to Industrial Development Corporation Limited. As a result, the Holding company (ZSIC Limited} has changed
its basis of accounting from going concern basis to a beeak- up basis.

Revenue recognition
Revenue represents the net invoice value of goods and scrvices provided to third parties after deducting

discounts, volume rebates, outgoing sales taxes and duties, and is recognised when all significant risks aad
rewards of ownership of the asset sold are transferced ro the customer.



INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS
3. Summary of accounting policies (continued)
3.5 Revenue recognition (continued)

3.51 Sales 10 customets

For the salc of goods provided by the Group, rovenue is currcatly recognised when the goods are delivered
to the customers’ premises, which is taken o be the point in time at which the customer accepts the goods

and the related risks and rewards of ownership transfer.

Revenue is recognised at this poine provided that the revenue and costs can be measured reliably, the
recovery of the consideration is prebable and there is no condnuing management involvement with the

goods.

Under IFRS 3, revenue will be recognised for these contracts to the extent that it is probable that a
significaut reversal fn the amount of cumulative revenue recognised will nor occur. As a consequence, for
those contracts for which the Group is unable to make a reasonable cstimate of return, revenue is expected
to be recognised sooner than when the return period lapses, or a reasonable estimate can be made.

3.5.2 Rendeting of services

The Group is involved in providing banking and financial services, wansport and logistics,
welccommunications, tourism and hospitality as well as performing related services. If the services under a
single acrangement aze readered i differenc reporting perdods, then the consideration is allucated on 2
relative fair value basis between the differear services. Revenue is cucrenily recognised using the

stage-of-completion methad.
P

The total consideration in the service conteacts will de allocated to all services based en their stand-alone
selling prices. The stand-alone selling prices will be derermined based on the list prices at which the Group

sells the scevices in scparate uansactions.

3,53 Commission

For commissions carned by the Group, the Group has determined thar it acts in the capacity of an agent
for certain transactions. The assessment will be based on: whether the Group contols the specific goods
before transferring them to the end customer, rather than whether it has exposure to significant zisks and

rewards associated with the sale of goods.

3,55 Premium income

Gross premium income is mensured at the faie value of the consideration teceivable and is recognised 1o
the extent that it is probable that the cconomic benefits will flow to the Group and the revenue can be

relinbly mensured.

The underwriting surplus is determined afrer taking full account of rcinsurance, provision for uncarnced
premiums, unexpired risks and outstanding claims. Premiums ace accounted for in the period in which the

risk commences.

N
3



INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS
3. Summary of accounting policies (continued)
3.5 Revenuc tecognition (continued)

3.5.6 Investmentincome

[nvestment income is accounted for on an accruals basis and relates ro taterest from Government bonds,

bank interest earned and rental income from invesument properties.

Dividend income from investments is recognised when sharcholder's right to receive payment has been

establishied.

3.6 Foreign currencies

The financial statements are presented in thousands of Zambian Kwacha, which is the Group's functional and

presentation currency.

Foreign currency transactions are wanshted into the functional currency usiag the exchange rates prevailing at

the dates of the transactions.

Monerary asscts and linbilities denominated in foreign currencies acc translated into the Fanclional currency at
the exchange rates ruling at the reporting date. Foreign exchange gains and losses resulting from the serrlement
of foteign currency tansactions and from the tanslation at year-end exchange rates of monetary assets and
lisbilities denominated in foreign currencics are recognised in profit ot loss in the period in which they asise.

Exchange differences acising on cash and cash equivalents are weated as realised for tax purposcs.

3.7 Taxation
Income tax cxpense represents the sum of the tax currently payable and deferced tax.

3.7.1 Current tax

The tx currently payable is based on tasable profit for the year Taxable profit differs from ‘profit before
tax’ as reported in the statement of profit or loss and other comprehensive income because of items of
income or expense that are taxable or deductble in other years and items that are never mxable or
deductible. The Group’s current fax is calculated using tax rates that have been enacted or substantively

enacted by the end of the reporting period.

3.7.2 Deferred tax

Deferred tax is recognised on temporary differences benween the carrying amounts of assets and linbilitics
in the consolidated financial statements and the corrcsponding tax bases used in the computation of
taxable profir, Deferred mx liabilities are gencrally recognised for all taxable temporary diffecences.
Deferred tax assets are generally recognised for all deductible wemporary differences to the extent that it is
probable that taxable profits will be available against which thase deductble temporary differences can be
urilized. Such deferzed s assets and labilities are not recognised if the temporary difference atises from
the initial recognition (other than in & business combination) of asscts and liabilities in a wansacton that
affcess neither the taxable profic nor the accounting profit. In addition, deferred tax liabilities are not

recognised i the remporary difference arises from the initial recognition of goodwill,

ny
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3.

3.

3.8

Summary of accounting policies {(continued)

-

i

Taxation
3.7.2 Deferred tax

Deferred tax liabilities are recognised for taxable temporary differences associated with snvestments in
subsidiaics and associates, and interests in joint ventures, except where the Group is able to control the
reversal of the temporacy difference and it is probable that the temporary difference will not reverse in the
foreseeable furure. Deferred tax assets arsing from deductible temporary differences associnwed with such
investments ane interests are only recognised to the extent thac it is probable thar there will be sufficient
taxable profits against which to utilize the benefits of the temporary diffcrences and they are expected to
reverse in the foresecable funire.

The carrying amoun: of deferred tax assers is revicwed at the end of each reporting period and reduced 1o the
estent that it is no loager probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

Deferred tax lizbilities and assets are measured at the tax rates that are expected to apply in the period in
which the liability is scttled or the asset realised, based on rax rates {and tax laws) that have been enacted
o¢ substantively enacted by the end of the reporting period.

The measurement of deferred tax habilitics and assets reflects the tax consequences that would follow
from the manner in which the Group expects, at the end of the reporting period, to recover or settle the
canrying amount of its asscts and liabilities.

3.7.3 Currentand deferred tax for theyear

Current and deferred tx are recognised in profit or loss, except when they relate t items that awe
cecognised in other comprehensive income or dizectdy in equity, in which ease, the current and defesred tax
are also recognised in ather comprehensive income or directy in cquity respectively. Where current ax or
deferced tax arises from the initial accounting for a business combination, the tax effect is mcluded in the
accounting for the business combination.

Property, plant and equipment

Land aad buildings held for use in the production or supply of goods or services, oz for administrative purposes, are
stated in the consolidated stazement of financial position at their revalued amounts being the fair value at the date of
revaluation, less any subsequent accumulated depreciation and subsequent accumulated impainment losses.
Revaluations are performed with sufficieat reguladty such that the carrying amounts do not differ materially from
those that would be determined using fair values ar the end of cach reporting peciod. All other repairs and
maintenance are chaxged to Statement of profit or loss during the reporting period in which they are incurted.

Ang revaluntion increase arising on the revaluation of such land and buildings is recognised in other comprehensive
income and accumulated under the heading of properties revalunation rescrve, except to the extent that it reverses
revaluation decrease for the same assct previously recognised in profic or loss, in which case the increase is credired
to profit or loss to the cxtent of the decrense previously recognised in profit ox loss to the extent that it exceeds the
balance, if any, held in the properties,
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[

Summary of accounting policies (continued)

Property, plant and equipment

Revaluation reserve relating to a previous revaluation of that assct. Properties in the course of construction for
production, supply or administrative pusposes are carried at cost, less any recognised impairment loss. Cost
includes professional fees and, for qualifying assets, bortowing costs capiralised in accordance with the Group's
Accounting Policy. Such propertes are classified to the appropriate categorics of property, plant and
cquipment when completed and ready for ntended use.

Leasehold land is not depreciated.
Fixtures and equipment are stated at cost less accumulated depreciation and accurnulated impairment losses.

Depreciation is recognised so as to write off the cost or valuation of assets (other than frechold land and
properties under construction) less their residual values over their useful lives, using the suaight-line method.
The estimated useful lives, residual values and depreciation method are reviewed at the end of cach reporting
period, with the effect of any changges in estimate accounted for on a prospective basis.

The principal annual mazes used for this purpose are:

Description Encigy Transportation Telecom QOthesr
Dams and beadrace tunnels 2% - - -
Other Civil engincering works, buildings,

plants and machines 3-7T% - - -
Tracks and - 2.2 % - -
sidings, signals, locomotives, wagons, coaches

and heavy equipment - T . .
Improvements ather than buildings 5 -10% - - -
Furniture and equipment 13 -33% 25% - 25%
Moror vehicles 13-33%% 5%  20-33% 25%
Computer software and equipment 4-7% 33% 6-10% 25%
Leaschold land and buildings 2% 2% % 2V

Capital work in progress is not depreciated.

Assets held under finance leases are depseciated over their expected uscful lives on the same basis as owned
assets. Flowever, when there is no reasonable certainty that ownership will be obrained by the end of the lease
term, assets are depreciated over the shorter of the lease tenm and their useful lives.

An item of property, plant and equipment is derecognised upon disposal or when no future cconomic benefits
are expected ta arise from the continued usc of the asser. Any gain or loss agising ou the disposal or retirement
of an item of property, plant and cquipment is determined as the difference between the sales proceeds and the
carrying smount of the asser and is recognised in profit or loss,

)
(1)
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3 Summary of accounting policies (continued)

39 Plantation in formation

3.10

An endy shall recognised a biclogical asset or agricultural produce when, and only when:

»  the cauty controls the asset because of pastevents.
*  itis probable that future economic benefits associated with the asser will flow to the entiry; and
+  the fair value or cost of the asset can be measured teliably.

Plantation in formation excludes bearer plants, which are included in the property, phnt and
equipment. Plantation in formation are measured at their falx value less costs to sell, The fair
value of livestock is determined based on marker prices of livestock of similar age, breed, and
genetic mexit. The fair value of the pine phatations is based on the combined faix value of the
land and the pine uees. The faie value of the raw land and iand improvements is then deducted
fram the combined fair value to determine the fair value of the pine trees. A gain or loss arising
ou initial recognition of agricultural produce at fair value less costs to sell is included in profit or
loss for the period in which it ariscs. Whete macket determined prices or values are not aeailable,
the present value of the expected net cash inflows from the asset, discounted at a cutrent market-
determined rate is used 1o dewennine fair value. An unconditional govemment grant related to a
biological asser measured at its fair value less costs to sell is recognised as income when the
government grant becomes reccivable.

Where Eair value cannot be measured reliably, biological assets are measured at cost less any
accumulated depreciation and any accumulated impairment losses.

The cost of timber destroyed by fue and disease is eliminated from plantations in formation
and charged to the ircome statement in the year of damage. It is considered nommal to lose a
limited amount of timber through the effects of disease and fue.

Intangible assets

An intangible asset is recognised when: ‘

i it:s probable that the expected future cconomic benefits that are atibutable to the asser will
flow to the entity, and

i the cost of the assct cant be measured reliably. Intangible assets are initially recoguised at cosc.

a) Goodwill
Business combinations ase accounted for using the acquisition method as ac the
acquisition date. The Group measuses goodwill at the acquisition date as:

. “I'he Fair value of the consideration transferred; plus
. The recogaised amount of any non-controlling interests in the acquire; plus
. If the business combination is achieved in stages, the fair value of the pre-cxisting

cquity interest in the acquise; less
. The net secognised amount (genezally faic value) of the identifiable assets required
and the liabilities assumed.

26
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3. Summary of accounting policies (continued)

3.10 Intangible assets

When the excess is negative, 1 bawgain purchase gain is recoguised immediately in profit and loss.
Subsequent (o initial recognition, goodwill is measured at cost less accumulated impairment losses.
Tinpairment losses on goodwill are recoguised in profic or loss and determined in accordance with the
impaivment of non-financial assets. The consideration transferred daes not include amounts related o the
scrloment of pre-existing relationships. Such amounts ate generally recognised in profit or loss.
“Pransaction costs, other than those associated with the issue of debt or equity secuitics, that the Group
incurs in connection with a business combination are expensed as incurred. Any contingent consideration
payable is measured at fair value at the acquisition date. 1f the conringent consideration is classified as
equity, then it is not remeasuced, and the scttlement is accounted for within cquity. Othenwise, subsequent
changes in the fair value of the contingent consideration are recognised in profit or loss. If share-based
payment awards {ceplacement awards) arc requived ta be cxchanged for awards held by the acquiree’s
employees (acquirces' awards) and relate to past services, then all or a portion of the amount of the
acquirer’s replacement awards is included in measuring the consideration wansferred in the business
combination. This determination is based on the market-based value of the replacement awaxds compared
to the markes-based value of the acquitee’s awasds and the extent to which the replacement awards relate

to past and/or future service,

3.10.1 Intangible assets acquired scparately

Intangible assexs acquired separately are measured or initial recognition at cost. Following iniual
recogrition, inangible assets are cacried ac cost less any accumulated amortsation and

accumulated impairment losscs, 1€ any,

Amortisation is charged on a straighe-line basis over the esiimarted useful lives of the intngble
assets which do not exceed four years. The cstimated nseful life and amortisation methad are
reviewed at the end of cach annual reporing periad, with the cffect of any changes being

accounted for on a prospective basis.

3.10.2 Intangible assets acquired in 2 business combination

Intangible asscis acquired in a business combination are identificd and recognised separately from
goodwill where they satisfy the definidon of an intangible asset and thetr fair values can be
mensured reliably. The cost of such intangible assets is their fair value at the acquisition date.
Subsequent to initial recognition, intangible asscts acquired in a business combination are measured
at cost less accumulated amortsaton and accumulated impairment losses, on the same basts as

intangible assets acquired separately

311 Impairment of tangible and intangible assets other than goodwill

At the cnd of each reporting period, the Group reviews the carrying amounts of its ngible and intangible
assets to determine whether there is any indication that those assets have suffeted an imprirment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impaiement loss (if any). Whea it is not possible to estimate the recoverable amount of an individual asset, the
Group cstimates the recoverable amount of the cash-generating unit to which the asser belongs. When a
reasonable and cousistent basis of allocztion can be identified, corporate assets aze also allocated 1o individual
cash-generating unis, or otherwise they are allocared ta the smallest group of cash-generating units for which 2

reasonable and consistent allocation basis can be identified.
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3. Summary of accounting policies (continued)

31

Impairment of tangible and intangible assets other than goodwill
Intangible assets with indefinite useful lives and intangible assets not yer available for use are tested for
impairment at least annually, and whencver there is an indicadon that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use In assessing value in use,
the estimated future cash fows ate discounted to their present value using a pre-tax discount xate that
reflects current market assessments of the time value of money and the dsks specific to the assct for
which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset {or cash-generating unit) is esdmated to be less than its carrying
amount, the carrying amount of the asset {or cash-generating unit) 1s reduced to its recoverable amount.
An impairment loss is recogniscd immediately in profit or loss, unless the relevant assct 1s cantied at a
revalued amount, in which case the impatrment loss is teated as a revaluation decrease.

When an impaizment foss subsequently reverses, the carrying amount of the assct {or a cash-generating
unit) is increased to the revised estmate of its recoverable amouny, but so that the increased carrying
amaount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset (or cash generating unit) in prior years. A reversal of an impaimment loss is
recognised immediately in profie ox loss, unless the relevant assct is carricd at a revalued amount, in
which case the teversal of the impairment loss is treated as a evaluation increase.

312 Leasing

Leases are classified as finaace leases whenever the coums of the lease transfer substantially all the risks and
rewards of ownesship to the fessce. All ather leases are classified as operating leases.

Lcases aze classified as finance keases whenever the rerms of the lease tansfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operatiag leases.

3121  The Group as lessce

The group recognises finance lease receivables in the statement of financial position. Finaoce
income is recognised based on a pattern reflecting a constant pericdic rate of rerurn on the
group’s nct investroent in the finance lease.

Finance leases — lessee

Assets held under finance leases are initally recognised as assets of the Group at their fai
vatue at the inception of the lease or, if lower, at the preseat value of the minirnum lease
payments. The corcesponding liability to the lessor is included in the consolidated statement
of fnancial position as a finance leasc obligaton.

Lease payments are apportioned between finance expenses and reduction of the lease
obligation so as to achicve a constant mte of interest on the remaining balance of the liability.
Finance expenses arc recognised immediately in profit or loss, unless they are directy
atributable to qualifying assets, in which ease they are capitalised in accordance with the
Group’s genesal policy on borrowing costs (sce note 3.6 above). Contingent rentals are
recognised a5 cxpenses in the periods in which they arcincurred.

Operating lease payments are ecognised as ap expense on a straight-line basis over the Jease
term, except where another systematic basis is more represcatative of the time pattern in which
cconomic benefits from the leased asser are consumed. Contingent rentals atising under
aperadng leases are recognised a5 an expensc in the period in which they are incuered.
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313

314

315

Leasing

In the event that leasc incentives are received ta enter into operating leases, such incentives are recogmsed
as a liability, The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-
line basis, except where another systematic basis is more tepresentative of the time pattern in which
economic benefits from the leased asset are consumed.

Investment property

Investment properties are properdes beld to cams reatals and/or for capital appreciadon {including
properry under construction for such pucposes). Investment properties ace measured initally at cost,
including transaction costs, Subscquent to initial recogaition, investment properdes are measured at fair
value. Gains and losscs arising from changes in the fair value of investment properties are included in
sttement of comprchensive income in the petiod in which they arise.

An investment property is derecognised upan disposal or when the investment property is permanently
withdrawn from usc and 0o future econamic benefits ase expected from the disposal. Any gaw or loss
arising o detecognition of the property (calculated as the difference between the net disposal proceeds
and the carrying amount of the asscr) is included in profir or lass in the period in which the property is
derecognized.

Inventories

laventories are measured at the lower of cost and net realisable value, Net realisable value ts the
estimated selling price in the oxdinary coussc of business less the estimated costs ol completion and the
estimated costs necessary to make the sale. The cost of inventories comprises of all costs of purchase,
costs of conversion aad other costs incurred in bringing the inventories to their present locaton and
condition.

‘The cost of inventories of items that are not ordinasly interchangeable, and goods or services
produced and segregated for specific projects is assigned using specific identification of the individual
casts.

When inveatoges are sold, the carrying amount of those inventorics are recognised as an expense in the
period in which the related revenue is recognised. The amount of any write-down of inventorics to net
zealisable value and all losses of inventories are recognised as aa cxpense in the period the write-down
ot loss occurs. The amount of any reversal of any write-down of inveatosies, arising from an increase in
net realisable vaiue, are recognised as a reduction in the amount of inventories recognised as an expensc
in the period in which the reversal cccuss.

Financial Instruments

Financial assers and financial liabilides are recognised when a group eatity becomes a party to the
contractual provisions of the inswuments.

Financial asscts and financial linbilitics are initially measured at fair value. Transaction costs that are
directly arributable ta the acquisidon or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilites, as appropriate, on initial recogniton.
Transaction costs directly attributable to the acquisition of financial assets or financial linbilitics ar fair
value through profit or loss are recognised immediately in profit or loss.
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Summary of accounting policies (continued)

3.16 Financial assets

Financial assets are classified into the following specificd categorics: fmancial assets ‘at far value through profit
or loss' (FVTPL), ‘held-to-manwity' investments, ‘avallable-for-sale’ (AFS) financial assets and ‘loans and
reccivables. The classification depends on the narure and purpose of the financial asscts and is determined at the
time of initial recogpition. All regular way purchases or sales of financial assets are recognised and derccognised
an a tade date basis. Regular way purchases or sales are purchases or sales of financial assets that requice delivery
of asscts wichin the tine frame established by regulation or conventian in the marketplace.

3.16.1

3102

Effective interest method

The effective interest method is 2 method of calculating the amortised cast of a debl mstrument and of
allocating intecest income over the relevane period. The effective interest rate is the rate that exactly
discounts cstimated future cash receipts (including all fees and points paid or received that form an
integral part of the effectve interest rate, transaction costs and ather premiums or discounts) through
the expected life of the debt instument, or, where appropriate, a shorter period, to the acr carrying
amount on initial recognition.

Income is recognised on an cffective interest basis for debt instruments other than those financial
assews classified as at FVTPL.

Financial assets at FVTPL

Financial assets are classified as ar FVTPL when the financial assets cither held for uading or
it s designated as at FVTPL.

A fnancial assetis classified as held for trading if:

« it has been acquired principally for the purpose of selling it in the neat term; or

¢ on initial recogaition it is part of a portfolio of identfied financial instruments that the
Group manages together and has a recent actual pattarn of short-term profit-taking; or

s itis a derivative that is not designated and effective as @ hedging mstrument.

A Fnancial asset other than a financial asset held for tading may be designated as at FYTPL upon
inigal recognition if:

«  such designation eliminates or significantly reduces @ measurement or
recognition inconsistency that would otherwise arise; oz

. the financial asset forms part of a group of financial assets or financial liabilities or both, which is

managed, and its performance is evaluated on a fair value basis, in accordance with the Group’s
documented risk management or investment steategy, and information about the grouping is
provided internally on that basis; oc

° it forms part of a conuact containing one or more embedded derivatives, and IAS 39 permits the

entite combined contract to be designated as at FVTIPL.

Financial assets at FVTPL age stated at fair value, with any gains or losses arising on remeasurement
recogmised in profit or loss. The net gain or loss recogunised in profit or loss incorporaces any dividend
or interest carned on the financial asset and is included in the ‘other gains and losses’ line item. Fair
value is determined in the manner described in note 45.

30
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3,16 Financial assets

3.16.3

Held-to-maturity investments

Held-to-matuity investments are non-derivative financial assets with fixed or determinable
payments and fived maturity dates that the Group has the positive intent and ability to hold to
maturity. Subsequent to initial recognidon, held-to-maturity investments are measured At
amorcised cost using the effective interest method less any impairment.

3.16.4 Available for sale (AFS) financial assets

AFS financial assets axe aon-derivatives that are cither designated as AFS or are not classified
as

{a) loans and receivables,

{b) held-to-maturity invesoments or

(c) financial assers ac fair value through profit or loss.

3.16.5 Loans and receivables

Loans and rcccivables are non-derivative financial assers with fixed or determinable payments
that ace not quoted in an active markes. Loans and receivables including trade and other
receivables, bank balances and cash, and others are measured at amortised cost using the cffecuve
interest method, less any impatrment. Interest income i recognised by applying the cffecove
interest rate, except for short-term receivables when the ¢ffect of discounting is immaterial

Loans to sharcholders, directors, managers and employees
“Fhese financial assets ace classified as loans and receivables.

Trade and other teceivables

"Teade receivables are measured at initial recogniton at faie value and are subsequendy measured at
amortised cost using the effective intezest rate method. Appropriate allowances for estimated
irecoverable amounts are recognised in prafit or loss when there is objective evidence that the
asset is impaired. Significant financial difficulges of the debor, probability that the debror will
enter bankruprey or financial reorganizadon, and default or delinquency in paymeats (more than
30 days overdue) arc considered indicators that the trade receivable is impaired. The allowance
recognised is measured as the differcnce between the asset’s carrying amouat and the present
value of cstimated fururc cash flows discouated at the effective Intercst rate computed At initial
recognition.

The carrying amouant of the asset is reduced through the use of an allowance accouuy, and the
amount of the loss is recoguised in profit or loss within operating cxpeases. When a trade
ceceivable is uncollectable, it is written off agaiast the allowance account for trade receivables.
Subsequent recoverics of amounts previously written off are credited agrinst operating expenses
in profit or loss.

Teade and other receivables are classified as loans and receivables.
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3.16 Financial assets

3.16.6

Impairment of financial assets

Financial assets, ather than thase at FVTPL, ate assessed for indicarors of impairment at the end of
cach ceporting period. Financil assets ace considered to be impaired when there s objective
evidence that, as a result of one or more cvents that occurred after the initial recognition of the
financial asset, the estimated future cash flows of the investment have been affected.

For AFS equity investments, 2 significant or prolenged decline in the fair value of the security below
its cost is considered o be objective cvidence of irmpaizment. For all other fnancial asscrs, objective
evidence of impairment could include:
s significant financial difficulty of the issucr or counterpacty; or
e breach of contgact, such as a default or delinquency i interest or principal

payments; or
s i is becoming probable that the borrower will enter baskruptey or financial e-organisation; or

o the disappearance of an active market for that financial asser because of finaacial difficulties.
ior certain categories of financial assets, such as trade receivables, asscts are assessed for
impairment on a collecdve basis even if they were assessed not to be impaired individually.
Objective evidence of impairment for a partfolio of receivables could include the Group's
experience of collecting payments, aa increase in the number of delayed payments in the
portfolio past the average credic period of 90 days, as well as observable changes in national or
focal ceonomic conditions that casrelate with default on receivables.

For financial assets cazried at amortised cost, the amount of the impairment loss recognised is the
differeace benween the asset’s carsying amount snd the present value of estmared future cash
flows, discounted at the financial asset’s original cffective interest rate.

For financial asscts that are carried at cost, the amount of the impairment loss is measured as the
difference benween the asset’s carrying amount and the present value of the estmated future cash
flows discounted ar the curremt market rate of return for a similar fisancial asset. Such
impairment loss will not be reversed in subsequent periods.

The cacrying amount of the financial asser is reduced by the impairment loss dizectly for all
financial assets wich the exception of trade reccivables, where the carrying amount is reduced
through the use of an allowance account. Whea a tade receivable is considered vacollectible, it
is written off against the allowance account. Subscquent recoveries of amouats previously
written off are credited ageinst the aliowance aceount. Changes in the canrying amount af the
allowance account are recognised in profic oz lass.

When an AFS financial asset is considered to be impatred, cumulative gains or losses previously
recognised in other comprehensive income ate reclassified to profit or loss in the period.

For financial assers measured at amoriised cost, if, in a subsequent peried, the amount of the
impaiement loss decreases and the decrease can be related objectively to an event occurring after
the impaizment was recognised, the previausly recognised impairment loss is reversed through
profit or loss to the extent that the carrping amount of the investmeat at the date the
impairment is reversed docs not cxceed what the amortdsed cost would have been had the
impaicment not been recoguised.
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3.16 Financial assets

3.16.6

3.16.7

Impairment of financial assets

Tn respect of AFS equity securities, impairment losses previously recogaised in profit or loss are
not reversed through profit or loss. Any inerease in faix value subseguent Lo an impairment loss is
recagnised in other comprehensive income and accumnulated under the heading of ‘investments
revaluation reserve’. ln respect of AFS deby sccutities, impairment losses are subsequently
revessed through profit or loss if an increase in the faiv value of the investment can be objecuively
related to an cvent occusring after the wecognition of the impairment loss.

Derecognition of financial assets

The Group derecognises a financial asset when the conteactual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewacds of
ownership of the asset 1o another party. If the Group neither tansfers nor retains substantially all
the risks and rewards of ownership and continues to control the wansferred asset, the Group
recognises its zetained interest in the asset and an associated liability for amounts it may have to
pay. If the Group tetains substantally all the risks and rewards of ownership of a transferred
financial asser, the Group comiinues to recognise the flnancial asset and also recognises a
collateralized borrowing for the proceeds received.

On derccognition of a financial asset in its entirety, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable and the cumalative gain or loss
that had been recognised in other comprehensive income and accumulated in equity is recognised
in profit or loss.

On derecognition of a financial assce other than ia its entirety {e.g when the Group retins an
aption to repurchase part of a transfesred assce), the Group allacates the previous carrying amount
of the financial asset benween the patt i continues fo recognisc undez contiauing involvement, and
the past it no longer recognises on the basis of the relative fair values of those parts on the date of
the fransfer. The difference berween the carrying amount allocated to the part that is ng longec
recognised and the sum of the consideration received for the part na longer recognised and any
cumuladive gain or loss atlocated to it that had been recognised in other comprehensive income is
recognised in profit or loss. A cumulative gain or lass that had been recogniscd in ather
comprehensive income is allocated benween the pact that coutinues to be recognised and the part
theat is no longer recognised on the basis of the refative fair values of those parts.

317  Financial liabilities and equity instruments

3.17.1 Classification as debt or equity

Debr and equity instruments issued by a group entity arc classified as either financial Habilities or as
equity in accordance with the substance of the contractual arangements and the definitons of a
financial liability and an equity instrument.

3.17.2 Equity insauments

An equity instrurment is any contract that evidences a residual fnterest in the assets of an entity after
deducting all of its liabilities. Equity instroments issued by a group eadly are recognised at the
proceeds received, net of direct issue costs. Repurchase of the Company's own equity mstruments is
recogpised aad deducted directly in equity. No galn or loss is recognised in profit or loss on the
purchase, sale, issue or cancelfadon of the Company's own equity instruments.
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NOTES TO THE FINANCIAL STATEMENTS

3

Summary of accounting policies (continued)

3

Financial liabilities and equity instruments
3.17.3 Financial liabilities

Financial liabilitics ace classified as either financial Labilites ‘at FYTPL’ ot ‘other financial liabilities’.

317341

Financial liabilities at FVTPL
Financial liabilitics are classified as at FV'TPL whea the financial lability is cither held for
trading o it is designared as at FVTPL.

A financial Hability is classificd as held for uading if:

. it has been incurced principally for the puzpose of repurchasing it in the near
term; or
- on initial recagpition it is pare of a portfolio of identified financial instruments

that the Group manages together and has a recent actual pattern of short-term
profir-taking; or
. it is a derivative that is not designated and effective as a hedging insuument.

A financial liabiliy other than a financial Hability held for wading may be designated as at

FVTPL upon initial recogaidon if:
s such designation climinates or significantly reduces a measuremuent ot recognition
inconsistency that would otherwise arisc; of
«  the financial Hability forms pare of a group of financial assets or financial Liabilities
or both, which is managed and its pecformance is cvaluated on a fair value basis, n
accordance with the Group’s documented risk management or investment steategy,
and information aboul the grouping is provided internally on that basis; or

» i forms part of & contract containing one Or more cmbedded derivatives, and TAS
39 permits the  entixc combined contract 1o be designated as at FN'TPL.

Financial liabilitics at FVUPL are stated at fair value, with any gains or losses arising on
remeasuzement recognised in profit or loss. The net gaia or loss cecognised in profit or
loss incorporates any intecest paid on the financial liability and is included in the “other
gains and losses' line item.

3.17.3.2 Other financial liabilities

Other finzncial Tabilities (including borrowings and wade and other payables) are
subscquently measured at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial
tiability and of allocating interest expense over the relevant period. The effective interest
cate is the tate that exactly discounts estimated future cash payments (ncluding ail fees
and points paid or received that form an integral part of the effective interest e,
cransaction costs and other premiums or discounts) through the expected life of the
financial liability, or (wherc appropriatc) a shortee period, o the act canrying amount on
initial recognition.
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3. Summary of accounting policics (contnued)

3w Financial liabilities and equity instruments
3.17.3.2 Financial liabilities

A financial guarantee contract is a contract that requires the issuct © make specificd payments to
retmburse the holder for 2 loss it incurs because a specified debtor fails to make payments when

duc in accordance with the terms of a debt instrument.

Financial guarantee conuwacts issued by a group entiry are initially measured at their faic values

and, if not designated as at FVTPL, are subscquendy measured at she higher of:

¢ The amount of the obligation under the contract, as determined in accordance with

{AS 37,

¢ The amount initially recognised less, where appropriate, cumulative amortisation

recognised in accordance with the reveauc recognition policics.

The accounting palicies adopted for specific financial liabiliics and equity instruments are as set

out below:

Unearned premiums

Unearsed premiums relate to the unespired risks uader policies in force. Unearned gremiums are

calculated oa a time basis using the 24th methoed 1 respect of all classes of business.

Qutstanding claims

Qutstanding chims, aet of reinsurance recoveries, include claims reported but uopaid, and claims
g !

incurred but not reported at the reporting date. Any differences between the original claim
. provision and subsequent re-estimates o sctdements are refiected in the underwritiog results for

the year.

3.17.3.3. Derecognition of financial liabilities

The Group derecognises financial Habilities when, and only when, the Group’s obligations are
discharged, cancelled or they expire. The difference between the castying amount of the financial
liability derecognised and the consideration paid and payable s recognised in profit or ioss.

318 Provisions

Provisions are recognised when the Group has 4 present obligaion (legal ac constructve) as a result of a past
event, it is probable that the Group will be required to settle the obligation, and a reliable esdmate can be

made of the amount of the obligation.

The amount rccognised as a provision is the best estimate of the consideration required to sertle the
preseat obligation at the end of the reporting periad, taking into account the risks and uncertaintics.

When a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of thase cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from
a third party, a recefeable is recognised as an assec if it is virawally ceriain that ceimbursement will be

received and the amount af the receivable can be measured reliably.

Employce eatilements to annual leave are recognised when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result of services rendered by employees up o the reportng

date.
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NOTES TO THE FINANCIAL STATEMENTS

3. Summary of accounting policies (continued)
3.19 Retitement benefits and other employee benefit
3.19.1 Defined benefit plan

3.19.2

3.193

3.19.4

The Group maintains a defined beaefit scheme to provide pensions to employees. Payments w
the defined contribution retirement plan are recagnised as an expense when the employees have
rendered service entiding them to the contributions. Costs relating to the scheme are charged
against income on the basis of present remuneration. A defined benefit plan is a cedrement benefit
plan that is not 2 defined contribution plan.

For defined benefit redrement plans, the cost of providing benefits is derermined using the
projected unit credit method, with actuarial valuations being carried out at the end of each annual
reporting period. Remeasurement, comptising actuavial gains and losses, the effect of the changes
to the asset ceiling (if applicable) and the reurn an plan assets (excluding interest), is reflected
immediately in the statement of financial position with a charge or credit weognised in other
comprehensive income in the peniod in which they occur. Remeasurement recognised in other
comprehensive income is reflected immediately in accumulated funds and will not be reclassified
to income or expenditure. Past service cost is recagnised in income or expenditure in the period
of a plan ameadment. Net interest is calculated by applying the discount rate at the beginning of
the period to the net defined benefit liability or asser. Defined benefit costs are catcgonised as
follows:

s Scrvice cost (including current service cost, past service cost, as well as gains and
Losses on curtailments and sertlements).

° Net interest expense or income.

o Remeasurement.

The retirement benefit obligation recognised in the statement of financial position represents the
actual deficic or surplus in the Group’s defined bencfir plans. Any suzplus sesulung from this
calculation is limited to the present value of any economic benefits available in the form of refunds
from che plans or reductions in future conrzibutions to the plans.

Terminaton benefits

The Group recognises a liability for a terminadon benefit ar the earlier of when the ennry can
nolonger withdraw the offer of the tezmination benefir aud when the endty recogaises any relared
resteicturing costs.

Other entitlements

Employce eatitlements to annual leave and contract gratuity are recognised when they accrue to
emplayces. Acerued leave pay and gratuity is accounted for in profit or loss as itarises.

National Pension Scheme

The Group and all its employees also contribute ta the Natonal Pension Scheme, a defined
contribution scheme. A defined contribution plan is 2 retrement benefit plan under which the
Group pays compulsary and monthly contributions into a separate entity. The Group has 1o legal
or constructive obligations to pay further contributions if the fund does not hold sufficient assets
to pay all employees the benefits relating to emplayee service in the current and prior periods.
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3. Summary of accounting policies (continued)

3.20 Borrowings

[atecest bearng loans and bank overdeafts ate inially measured ac fair value and are subsequendy
measured ac amartised cost using the cffective interest rate method. Any differcace between the proceeds
net of transacron costs and the settlement or redemprion of borrowings is recoguiscd over the werms aof the

borrowings in accordance with the Group’s accounting policy for borrowing costs.

All borrowing costs are recognised in the starement of comprehensive income in the year in which they

are incurred.

Borowing costs directy atiributable to the acquisidon, construction ot production of qualifying assers,
which aze assers that necessarily take a substantal period of time to get ready for their intended use ot
sale, are added to the cost of those assets, until such tme as the assets ace substandally ceady for their

intended use or sale.

lavestment income eatned on the temporacy investment of specific borzowings pending their cxpenditure
on qualifying assets is deducted from the borrowing costs cligible for capitalisation. All other borrowing

costs are recoguised in profit or loss i the period in which they are incurred.

3.21 Actuarial valuation

The current Insucance Act of 1997 {as amended) requites in Section 48(1) that the Life Company has its
financial position investigated cvery three years by an aporoved Actuary. The last ui-annual valuation

results submitted to Pensions and Insurance Authority was as at 31 December 2011

Ia this respect Z5IC Life Limited has therefore complied with the requirement of the Lasurance Act and
hasgone further to carry our detailed Gross Premium Valuation (GPV) every year to monitor the solvency

ositon of the fund and as part of the dsk management policy im lementation.
ge ¥
A

According to Section 36(1) of the same Act (2007), which requixes the Life Company to maintain a
margin of solvency defined in terms of the Regulation 2(1); states that, an Insurer has a sufficient margin
of salvency in respect of its lifc busiacess, if its liabilities under life policies do not exceed the sum in the

life insurance fuads or funds maintained by it.

According to the latest valuation results as at 31 December 2011, Towal Gross Asscts of the Life Fund
exceed the Actuasial Linbilitics by 26.07%. However, after removing the inadmissible assets, the adinitted

assets are less than admitted liabilities by 2.79%.

3.22 Claims incurred

Death claims atc accounted for on notification of death, All other claims and surrenders are accounted for
when payment is duc. Reinsurance secoveries are credited to match the relevant gross amounts. Claims

payable include direct costs of settdement.

323 Contingencics and commitments

In the aormal course of business, contingent liabilities may acise from Ligation and other claims against
the Group. Where the potential labilities have alow probability of crystalizing or ave very difficult to quantify
reliably, they are uerted as contingeat lighilities. Such liabilities are disclosed in the notes but are not
provided for in the financial starements. Although there caa e no assurance regarding the final outcome
of the legal proceedings, management does not expect them to have a materally adverse impact on the

financial positon or proficabiiry.
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3. Summaty of accounting policies (continued
3.24  Discontinued opetations and non-current assets held for-sale

a) Discontinued operatons

A discontinued operation is a component of the Group’s business that represeats a separate
maiar line of business or geographical arca of operations ot is a subsidiary acquired exclusively
with a view to resale. Classification as a discontinued operation occuts upon disposal or when the
operation meets the criteria to be classified as held-for-sale, if cadier. A disposal group that is to

be abandoned may also qualify.

b) Non-current asscts held for sale

Non-curren: assets and disposal groups axe classified as held for sale if their carrying amount will
be rccovered through 2 sale transaction rather than continving use. This classificanion is only met

if the sale is highly probable and the assces arc available for immediate sale.

<) Measurement Tnimediately before classification as held-for-sale,the measurement of the assets
{and all assers and Labilities in a disposal group) is brought up-to-date in accordance with the
applicable IFRS. Then, on initial classification as held for sale, the non-cutzent assets and disposal
groups are recogaised ac the lower of carrying amount and fair value less costs w0 sell. Any
impairment loss on a disposal group is fizst allocated o goodwill and then o remaining tssets and
liabilides oa a pro rata basis, except that no loss is allocated to inventories, financial assers,
deferred tax assets, employee bencfit assets, iavestment property and biological assets, which
continue to be measured in accordance with the Group's accounng poticies. Impairment losses
on initial dassificaton as held-for sale are included in profit or loss, even when there is a

revaluation. The same applies to gains and losses on subsequent measurement.

d) Reclassification

The non-current assets held-for-sale will be reclassificd immediately whea there is a change i
intention to sell. At that date, it will be measured at the lower of its curying value before the assct
was classified as held for sale, adjusted for any depreciation, amortisation or revaluavons that
would have been recognised had the asset not been classified as held-for-sale acd its recoverable

amount

3.25  Segment reporting

An operating scgment is a component of the Group that engages in business activities from which it may
carn tevenues and incur cxpenscs, including revenne and expenses that relate to transzctions with any
Group's other components, whose operatng results are reviewed regularly by the executive committee to
make decisions about resources allocated to cach segrment and assess its performance, and for which discreet
financial information is available. Operating segiments are reported in 2 manner consistent with the internal

reporting provided to the chief operating decision maker and identified by the industry rype.

4, Critical accounting judgements and estimates

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates.
It also requires Management ta exercise its judgement in the process of applying the Group's accounting policics.
Estimates and judgements arc continvally evaluated and are based oa historical experience and other factors, including

expectations of future events that ace Lelieved to be reasanable under the circumstances.
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4.

Critical accounting judgements and cstimates (continued) .

The arcas invalving a higher degree of judgement or complexity, or areas where the assumptons and estimates are
significant to the financial statements are disclosed below:

4.1

4.2

4.3

4.4

4.5

4.6

Held to maturity investments

The Group follows the guidance on 1AS 39 on dlassifying non-devivative financial assets with fixed or
dererminable payments and fixed matusity as held-to-maturity. This classification requires significant
judgement. In making this judgement, the Group cvaluates its intenton and ability to hold such
nvestments to manty. [ the Group fails 10 keep these investments to matusity other than for specific
circumstances - fos example, selliog insignificant amount close to mawarity - it will be required ro reclassify the
entire class as avatlable for sale. The investments will therefore be measured at fair value uot amortised cost.

Income taxes

There arc many reansactions and caleulations for which the ultimate tax determination is uncertain during
the ordinary course of business. The Group recogniscs liabilities for anucipated tax based on estimates of
whether ndditonal taves will be duc. Where the final tax outcome of these mattess is different from the
amounts that were mitially tecorded, such differences will impact on the income tas and deferred tax
provisions in the pedod tn which such determination is made.

Uncarned premium reserves (UPR)

Uncamed premiums represeat the proportion of premiums weitten in the year that relae to unexpired
terms of policies in force at the date of the statement of financial position, generally calculated on the 24¢h
method.

Cutstanding claims

The estimation of the ultimate liability adsing from claims made under insurance contracts requires a lot
of judgement. There are several sources of uncertainty that need to be considered in estimating the liabiliey
that the Group will ultimately pay for such claims.

Unexpired risk provision

An uncxpired tisk provision is made for any deficiencies aristag when unearned premiums, net of
asscciated acquisition costs, aze insufficient to meet espected claims and expenses likely to arise after the
end of the financial year from contracts concluded befase that date.

The expected cliims ave calculated having regard to cvents that have occurred prior to the daie of the
statement of financisl position. Unexpired visks, surpluses and deficits, are aggregared where business
classes are managed together.

Assct residual values, useful lives and asset componentizing

The casrying amounts of property and equipment are reviewed at cach date of the statement of financial
position to assess whether they are recorded in exeess of their recoverable amouass and where carrying
values exceed the esdmated recaverable amounts, assers are written down to their recoverable amounts.
The assets’ residual values, uscful lives and depreciation methods ase reviewed and adjusied if appropriate,
at each furancial year end. Management have also determined that componeatizing items of property aud
equipment would not result in material diffexences in asset carrying values. In the opinion of Muanagement,
tie Group does not have any marterial property and equipment with matetial compenents that can be
identified which have different useful lives.
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4,

Critical accounting judgements and estimates (continued)

4.7 Bad debtprovision

The Group has made 2 provision on accounts receivable based on the ageing of the tecetvables and wirh
reference to past defaule history, Managemeat believes that the provision is adequate to absorh current
bad debus in the financial statements.

Acquisitions and disposals

On 27 December the group acquired 100% shares in Zambia Cargo Logistics Limited by, the Government of
the Republic of Zambia wansferring its sharcs in Zambia Cargo Logistics Limited to the ladusmial
Development Corporation Limited. The details are as follows

Consolidated Company
2017 2016 2017 2016
Fair value of consideration transferred
Value of shares transferred 12,618 -
Contingent consideration - =

Recognised amounts of

identifiable assets

Properey, plant and equipment 12,728
Inrangible assecs -
Investment property =

Total noncurrent assets 12,728 —_—
[nveatories 602 -
Trade and other receivables 8,297 -
Cash and cash equivalents 1,808 ——
Tatal current assets 10,707 —
Borrowings

Deferred tax labdites 3,157

Total non cucrent Habilitdes 3,157

Provisions -
Incame tax payable -

Trade and non-cucrent labiices 7.660
Total current liabilities 7,660

Minority interest
[dentifiable net assets

Gooduwill

L

BRI

Acquisition costs charged to expenscs
b} Consideration transferred

There was 0o cash scilement on the acquisition of the subsidiaries. There is no other acquisition-
related costs included as part of considecation transfecred.

Identifiable necassets

The fair value of the wade and ather receivables acquired s put of the business combinatan
amounted 1o ZMW 8,2%7thousand.
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Figures in Zambian Kwacha thousand

6. Goodwill

Goodwill of K2,549,492,000 is primazily celated w growth expectations, expected future profitability and the
expected cost synerpies.

The movement in the net carrying amount of goodwill is as follows

Consolidated Company
Gross carrying amount 2017 2016 2017 2016
Balance at 1 January 2017 2,349,492 2549,492
Impaiement loss recognised (2,549,492 - - -
Balance at 31 December 2017 - 23549492 - ———
7. Intangible assets

Acquired Software Licenses
Gross caerying amount 146,620 146,567 ) i
Balance at 1 January '
Adduion, separately acquired - 262 - —
Balance at 31 December 146,829 146,829 - e
Amoartisation or impairment e .
At 1 January 59,690 49-3'3
Amortisation 17,746 9.815 - -

77,436 59,690 - -
Balance at Decernber 2017 09393 87,132 et e
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NOTES TO THE FINANCIAL STATEMENTS

8.

Property, Plant and Equipment {continued)

The Group's Civil engineering works, generation phats and wansmission and distsibution systems and
leaschold buildings arc stated at their tevalued amounts, being their fair value at rthe date of revaluation,
less any subsequent accwmulated depreciation. The fair value measurement of the Group's civil
engincering works and buildings and generation plants and transmission and distribution systems as at 31
December 2017 were pecformed by Messes Moltconsult United Kingdom and Upmarket Property
Consulmants respectvely, independent valuers not related to the Group.

The information below shows the valuation techniques used as well as the significant inputs

used.

Property, planc
and equipment

Valuation
technique

Description of valuation technique

Observable
inputs

Frechold land and
buildings

Market based
approach - Direcr
Comparable
Method  (DCM)
and  Depreciated
Replacement Cost
{DRC)

Direct Comparable method renders an estmare
of value through compatison with other similar
available  properdes  which  have  recently
transacied in the vicinity in an atrempt vo discern
the actions of buyers and sellets active in the
macketplace. The current marker value is buile up
from the Land and improvement values of the
buildings decived from comparable transactions.
Considerations were made with zeference to;
Location factor, time of sale, accessibility, qualiry,
prevaling cconomic property reends.

The Depreciated Replwement Cost method
determines the present owrket velue aof the
subject property by estimating the present cost of
replacing the building(s) by estimaring the total
amount of accrued depreciation from all causes,
aamely  physical  deterioration,  functional
obsolescence and  external  obsclescence,
subtracting the accrued deprecinion from the
ptesent replacemnent costs, esimating the value of
minor improvements and adding the site value
the depreciated cost of the building(s) This
method was used where there was no market
based evidence of fair value because af the
specialized mature of the ltem of property, plan
and equipment and the item is racely sold, except
as part of a continuing business.

Not applicable

Transmission and
distribuwiion
SyStems

Depreciated
Currenr
ReplacemeniValue

DCRW)

The DRC method requires that, for cach asset
under consideration, # value be obtained for a
modern equivalent assol (MEA), that being an
asscr that can reasonably provide itke-for-ike
benefits of the asser under consideravon.
Transmission line asset prices were obtained from
recent ZESCQ) rransmission line projects pricing
schedules. An additional 3% on-costs was added
to account for the (Owner's costs. Line costs were
priced per unic length and according to terrain
wpe {flag, hilly and swampy).

Distribution equipment pricing data was obtained
from recent ZESCO in-house pricing data. Unic
instalicd prices (material and labour] per leagth of
ovethead line 2nd  underground  cable  was
calelated from these darn and 2 further 1060% on-
costs were added,

Market  prces,
exchange  aces,
discounted rate

44




INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

8.

Property, Plant and Equipment (continued)

The significant inputs include the estimated construction costs and other ancillary expenditure. A siighe
increase in the depreciated factor would result in 2 significant decrease in the fair value of the buildings
and civil engincering works, and a slight increasc in the estimated construction costs would result in a
significant increasc in the faic value of the buildings, and vice versa.

Tn the opinion of the Directors there are no major components of Property, Plant and Equipment which
have diffecear useful lives that weuld requize o be depreciated sepazacely and allocated separate residual

values.

The register of Land and Buildings is available for inspection by members and their duly authorised agents
at the Registered records office of the Group.

Capitalised borrowing costs
Duting the year under review a total amount of ZMW1.36billion was capitalized as borrowing costs

Planration in formation

Consolidated Company
2017 2016 2017 2016
At 1 January 311,944 258,976 - )
Operation expenses 129,110 128,423 - -
441,054 387,399 - -
Elimination in respect of thinning (13.353) (19,69 - -
Impairment loss 26,329 (35,763 -
41.,684) (73,455) -
Cost or valuation at 31 December
Cost 399,343 306,666
Valuation 3356 5,278 - -
412790 311,944 - -

Capitalisation of expenses

Capitlisation of expenses includes expenses direcdy related ta plantation management activitics and 25% of
administeative costs. The Dizectoss are of the opinion that fair value cannot be measured reliably. The market
prices or values for trees at varying stages of growth are not available and alternative estimates of faix value are
unreliable. Therefore, the Directors have opted for a reliability exception allowed for by the standard IAS#1). In
this case plantations tn formaton should be measured at cost less any accumulated depreciation and any
accumulated impaumentlosses.
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NOTES TO THE FINANCIAL STATEMENTS

10. Investment property

Casrying amount at 1 [aouary
Additions
Change in fair value

Presented as:
Current assets
Non-current assets

1L Interest in subsidiaties

11.1 Compaosition of the Group

Set out below are the subsidiartes held directly by the Group

Entity

Consolidated

2017
1,840,983
14,501
17,990

2016
1,746,912
87,819
6,232

Company

2017

1.873 474

1,840,983

10,213
1.863 261

10,213
1,830,770

1,873.474

1,840,983

Zambia Forestry & Forest Industries Limited

ZCCOM ~-TH
Mulungushi Village Complex Limited

Zambia International Trade Fair Limited

Mukuba Haotel Limited
ZS1C Holdings Limited
Times Printpak Limited

Nitrogen Chemicals of Zambia Limited

Zamcapital Enterprises Limited

Zambiz Telecommunications Company Limited

Zambia Printing Company Limited

Mulungushi Intecuational Conference Cenice Limited

NIEC Bustness School Trust Limited

Mupepenwe Development Company Limited

Medical Services Limired
Lusaka South MFEZ Limited
Zambia Railways Lirited

Engineering Services Corporation Limited
Mpulungu Hacbour Corporation Limited

Zambia Cazgo Logtstics Limited

Y% Held
100%
60.28%
100%
100%
100%
100%s
100%
100%
100%
160%
100%
160%
100%
100%
100%
100%
100%
100%%
100%
100%

The consolidated financial statements also include the Group’s share of nec profit of K15,687
thousand for the year ended 31 December 2017, as considered in the coasalidated financial
statements, in respect of the follawing entitics, based on their unaudited financial statements as at and

for the period ended 31 Decembrer, 2017:

¢ Zambia Printing Company
*  Zambia China Mulungushi Textiles
*  Zamcapital Enterprises Limited

®  Mupepenwe Development Corporation

Those financial statcments are unaudited and have been furnished to us by the Management and our
opinion. on the consolidated financial statements, in so {ar as it celates to the amounts and disclosures
included in sespect of these subsidiadies and jointy controlied entity is based solély on such unaudited
financial statements.  [n our opinion and according ta the information and explanations given to us by

the Maanagement, these financial statements aze not material to the Group.
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

11.  Interest it subsidiacies

11.3 Unconsolidated cntities

Consolidated Company
2617 2016 2017 2016
ZITE 5,097 3,097 - -
ZONMT 1,458 1,458 - -
ZSIC Asser Management 50 30 - -
ZAFFICO 10 - - -
6,615 6,605 - -

The above subsidiaries are noi consolidated in the group financial statements.
ZITE - Zambia International Teade Faic
ZCMT — Zambia China Mulungushi Texales
ZSIC Asscr Management — Zambia State Insurance Company Asset Management
ZAMTEL - Mobile Money

ZAFFICO ~ Cea Company
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

Figreres in Zambicnt Kipavha thonsand

12.  Loans due from Associates and Subsidiaries
iy Group
Group Company
2017 2016 2017 2016
Opening balances 638,651 303,830 -
Receipts/ Repayments) (123247} 334,790 25,176 -
515404 638,620 25176 -

Maatnba Collicries Limired

On 17 Junc 2015, ZCCM-TH entered into an intercompany lozn agreement for a cash advance of
K226.13 million {US$23.53 million) as part of its contibusion towards the implementation of the
Integrated Mining Project and the establishment of the 300 megawatts (MW) Thermal Power plant
project. The loan atuacts an interest rate of 6% per annum. "The principal and interest accrued is
repayable in 5 anaual instalments commencing in November2016.

i)  Company

Group Company
2017 2016 2017 2016
Bangweulu Power Company Limited - - 18,201
Zambia China Mulungushi ‘Textiles - - 5,141 -
Limited
Mukuba Hotel Limited - - 1,834 -
—— - 25,176 -

The amounts autstanding are tasecured and will be sewled in cash. No guarantees have been given
or received. No expease has been recognised in the year for bad or doubtful debts in respective of
the amounts due from related parties. The balances for the year ended 31 December,2017 are as
tabulated above. All amounts were not provided for impairment as they weee all assessed as
recoverable.



INDUSTRIAL DEVELOPMENT CORPORATION LIMITED

CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENT
Figurer i Zambian Kvacho theusand

13. Joint ventures

Company

2017

2016

Group
2017 2016
Opening balance .
ItezhiTezhi Power Corporation Limited 531,697 296,573
Emerged Ratlways Propestics Private Limited 133,023 127.873
664720 124 446

Itezhi tezhi Power Corporation Limited JTTPC)

ZESCO Limited holds 30% shares in Itezhi tezhi Power Corporadon Limited, co-owrned with Tara Africa
Holdings of india which owns 50% sharcholding represeatung 2,500,000 shares. ZESCO Limited is therefore

in a joint venture with Tata Africa Holdings.

limerged Railways Propertes Private Limited

Zambia Railways Limited holds 50% shasces in Emerged Ratlways Praperties Private Limited. The company is
jointly cared by National Railways of Zimbabwe and Zambia Railways. The company was incorporated in

Zinbabwe.

(b) Summary of financial information

2017 2017 2016 2016
Itezhi Emerged Irezhi Emerged
Tezhi  Railways Tezhi Railways
Pawer Power
Non-current assess 1,722,948 240,974 1,780,594 742110
Curient assets 1460,621 27,831 791,517 13,374
Total assets 3,183,569 263,303 25721114 257,684
Nouncurrent Habilites 1,784,367 - 1,505,061 -
Current liabilites 334,061 2,739 309,244 1.935
Total habilities 2,11903C 2,739 1,814,305 1,933
Net assers 1,064,539 266,046 757,806 253,749
Includes cash and cash cquivalents - - 281,540 6,980
Includes financial Labilities (excluding - - 1,327,009 .
trade and other payables and provisions)
Revenue 891,090 - - -
Profit and total comprehensive income for 470,248 6,966 465,660 (21,73%
the year
Depreciation and amortisadon - - - -
Tax expense - - - -
A reconctliation of the above summacized - - - -
financial
Information ta the carrying amount of - - - -
the investment is set out below:
Tortal net assets - - - -
Proporiion of ownership interests held 235,124 133,025 378,909 127875
by the Group %
Carcrying amount of the invesunent 332.27G 3,993 296,573 137873
Share of cquity accounted for investments 335,124 3593 378,909 127,875
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED

CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

Figirec in Zambten Kwacha thonsand

I4. Invesiment in associates (continued)

Consolidated Company
31 December 31 December 31 December 31 December
2016 2015 2016 2015
K000 K000 K'000 K000
(a) Summarised aggregated financial
information of the Share in these associates
Profit/ (loss) from continuing operations 599,288 (292,327) -
Other comprchensive income ECREE 74150 - -
Totl comprchensive loss 042,837 218173} - =
Aggregate carrying amount of the
Group's interest in these associazes 8,879435 226,042 R I
15, Financial assets at fair value through profit and loss
(a) Reconciliation of carrying amounts
Consolidated Company
2017 2016 2017 2016
At January 529,057 238,247 21,333 24736
Changes in fair value (332,839) 257,436 - -
Addidons 139,572 33374 - -
Transfer to associates : - - =
At 31 December 335790 329057 21,4533 24236
Arl Valuation  Transfer Valuation
January Movement o December
Countrey of 2017 associates 2017
incorporation % holding K000 K000 K000 K'000
Nanga Farms Zambia 14.3% 26,705 {26,705) - 21,453
Investrust Bank PLC Zambia 10.6% - - - -
Mopani Copper Mines Zambia 10.0% 229316 {229 510y - -
Ple
Chibuluma Mines Ple Zambia 15.0% 64,577 {64407} - 170
Chambishi Metals Ple Zambiz 10.0% 12,217 (12,217} - -
NERC Africa Mines Ple Zambia 15.0%% 196,048 139,572 - 335620
329 057 {193.267) - 357,243




INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

Figrres in Zambian Kiacha thonsand

15. Financial assets at fair value through profit and loss (continued)
Al Valuation  Teansfer Valuation
January Movement 10 December
Country of 2016 assaciates 2016
incorporation % holding K000 K000 K00 K000
Zambia 14.3% - -
Nanga Farms 26,705 26,705
Investrust Bank PLC Zambia 10.6% 6,676 - (6,676) -
Mopani Copper Mines Zambia 1.0% 51,432 17R678 -
Plc 229,510
Chibuluma Mines Plc Zambia 15.0% 133,454 08,877) - 64,377
Chambishi Merals Ple Zambia 10.0% - 12317 -
12,217
NFC Africa Mines Ple Zambia 15.0% 42,792 133,256 - 196,048
261,059 274674 (.616)

{(b) Measurement of fair valuc

Batr valne beerardyy

The fair value for the Company’s fAinancial investments at faic valee through profit ar loss was
determined by independent valuer, having appropriate recognised professional qualificauons and
recent expetience of the financial investments being valued. The independent valuess determine the
fair value of these investments annually. The fair value changed fzom K329 million in 2016 to K533
million in 2017. The incsease is mainly attributable to improvement in copper productdon for most
major mining companics duc to stabilicy in eoergy supply and an improvement in capper priccs on
the world marker in the last quarter of 2016 and the first quarter of 2017. The fair value
measurement for the Company’s investments of K489.2 million has been categorised as a level 3
fair value based on the inpuots to the valuation technique used. Valuation technique and significant
unobscreable inputs Tor fevel 2 and fevel 3 is fair vatwe. The following table shows the valuaton
technique used tn measuring the fair value of invesunent in fair value through profit oz loss, as well
as the significant unobsexvable inputs used.

futute cash flow generated by
the business. The expected net
cash flows are discounted using
risk adjusted discount rates.
There has been no chaages to
the valuation technique applied
in the prior year

C

ot of equily

2016: 3.5%)

* Tax  rate  (2017:30%,
2016:30%).
= After tax cost of debr

(2017:2.66%, 2016: 2.7%).

Risk free rate (2017:
2016:11.3%)
Market risk premium

8.0%,

lower/ (higher)

*  The cost of cquity
were higher/ (lower}

®  “Target capital
suructure of debr to wral
capitalisation.

= Copper price
higher/(lower)

Investee | Valuation technique Significant unobservable inputs | Inter-relationship i
Name and assumptions between Key |
unobservable  inputs |
and faic value
measurement
Mopani Discounted cash flows: It is an | Torgges capital stewctire The estimated fair valug
Copper income approach to valurdon | Debt to rotal capinalisation (2017: { would increase/
Mines Ple | and the most widely used | 60%, 2016:60%). (decrease) if:
valuation  methodology. [t ] Equity to towml capinlisation | *  Equity to ol
computes  the  value  of a | (2017:40%, 2016: 40%5) capitalisation were
business by caiculating che | Cosl of debt higher/(lower)
present value of anticipared *  Costofdebr {2017:3.81%, { @ Cost of debt were
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
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15.

Financiat assets at fair value through profit and loss {(continued)

(b) Mcasurement of fair value (continued)

Thete has been no changes
to the valuaton technique
applicd in the prior year

Risk free tate (2017:8.0%, 2016:
11.5%)

Market risk ptemium (2017: 6.1%,
2016: 5.2%)

Levered beta (2017: 1.03, 2016:0.9).
s The assumpticns vonsidered are as

Jolbows:

= Revenue expected to decrease
from USD66.8million in FY17P to
USD 53.4 million in FY19P.

.« Copper price of USD/Toane

5500 has been projecied for FY'18 to
increase to USD 5,200 in FY'19P.

*  Projected production of 11,332
MT in FY17P, 9,973 MT in FY18P
and 7,795 MT wn FY'19P,

» Life of mine: 3 years

Investee | Valuation technique Significant unobservable  inputs Inter-relatonship
Name and assumptions between Key
unobservable  inputs
and fair value
measurement
< (2017:6.07%, 2016:5.2)
*=  Levered bera (2017:0.99,
2016:1.0).
! The assumptions copsidered are ar follows:
Copper price projected ar L/835,000
per tonne for fnmancial year 2017
increasing 1o US$7,30% per tonnc in
2026.
*  This is accomparnied by an
increase in production from 116,524
MT in FY'17P t0 206,574 MT 1a
FY26P
s Projected 10 pay off the working
capiral facility in FY'26P.
Life of mine: 26 years
Chibuluma | Discounted cash flaws: Itis Target capital structure The estmated fair value
Mines Ple | an income approach to would in-
valuatdon and the most Debt o total capitalisation (2017:3%, crease/ (decrease) if:
widely used valuation 2016: 38%). = Equity to total
methodology. It computes Equiry to total capitalisation capitalisation were
the value of a business by (2017:97%, 2016: 62%) higher/ (lower)
calculating the present value | = Cost of debt . Cost of debt
of anticipated future cash were tower (higher)
flow generated by the Cost of debr (2017:2.23%, 2016: 4.1%) @ = The cost of
business. The expected net | Tax rate (2017:30%, 2016:30%). equity were higher/
cash flows are discounted Afier tax cost of debt (2017: 1.56%, (lower)
using risk adjusted discount | 2016: 2.9). o Target capital
tates. v Cost of equrity structure of debt to toral

capitalisation,
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15,

Financial assets at faiz value through profit and lass (continued)

Aletals Ple

income approach to valuadon
and the most widely used
valuaton  methodology. It
computes the value of a
business by calculating  the
present  value of antcipated
future cash flow generated by
che business. The expected ner
cash flows are discounted using
tisk adjusted discount rates.
There has been no changes to
the valuntion technique applied
in the priox year

Target capetal sirustnre

Debr to toml capitalisation
(2017:46%, 2016:46%).
Equity o total capitalisation
(2017 54%, 2016: 54%)

s Coslof debt

Cast of debt (2017:9.0%,
2016: 9%)

Tax rate (2017: 35%, 2016:
30%).

After tax cost of debt 2017:
5.85%, 2016: 5.9%).

v Coit of equity

Risk free rate (2017:8.0%,
2016: 11.5%;)

Marker risk premium (2017
6.417%, 2016: 5.294)
Levered beta (2017
2016: 1.3).

®  The assumptions considered
were as follows:

¢ Projects coppier pricss
to be at USD /tonne6,000

for the period FY'17P to
FY21Pwhile cobalt prices are
expected ta steadily decrease
from USS/ 16194 in FY{TP
to 12,5 in FY21

*  Projects growth in
tevenues from USD313
million in FY17P ro USD
389 million in FY21P.

«  Projects 28% revenue
growth in FY18P, mainly
driven by projected 162%
ncrease in cobalt
production, would result in
significant EBITDA growth.
*  Maintepance capex
spend of USD 2.3 million
has been budgeted faria
FY17P, following which,
USD 5.0 million of capex
spend has been projecred for
cach. year ta FY21P.

a.6,

Investece | Valuation technique Significant  unobservable | Inter-relationship  between
name inputs and assumptions Key unobservable inputs

and fair value measurement
Chambishi | Discounted cash flows: It is an The cstimated faix value would

increase/ (deceeasc) ift

* Equity to total capitalisation
were higher/(lower)

= Cosrt of debt were lower/
(higher)

= “The cost of equity were
higher/ (ower)

s Target capital serucoure of
debt to wral capitalisation,

= Copper prices

higher/ (lower)

= Capiul expenditure
{higher)/ lower

« Copper prices

higher/ {lower)
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INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

Figres in Zambios Kwacha thowsand

15, Financial assets at fair value through profit and loss (continued)
Investee | Valuation technique Significant  unobscrvable | Inter-relationship  between
name inputs and assumptions Key unobservable inputs
and fair valie measurement
NIC The RV Valeation Mechodology The estrmnated fair value would
Africa is  based how similar | *  Price/Book Value

Alines Ple

upon
companies are currently priced
by the marker. RV Valuaton
methods establish the value of a
business  in comparison 1o

pricing multiples from
tansactions  involving  similar
businesses or valuation
muliples from  comparable
business that are listed on stock
exchanges

There has beea no changes to
the valuaton technique applicd
ins the prior veat.

©/BY)
v P/BV Multiple - 2017:
1.1 (2016:0.26).

increase/ {decrease) if:

*  P/BV were higher/{lower) {

= P/BVY muliple were
tigher/ (fower)

Nanga
Farms

The RV Valeation Mcthodology
is based upon how similar

! companies are curzently priced

by the mazket RV Valuation
mechods establish the value of a
business in  comparison
pricing multiples from
transacuons nvolving  simdar
businesses or valuation
muliples  from  compasble
business that ace listed on stock
exchanges.

There has been no changes to
the wvaluation techaique applied
w1 the orior year.

*  Price/Book Valuc
P/BV)

*  P/BV Multiple - 2017:
1.1 {2016:0.26).

The estmated fair value would
increase/ (decreasc) ift

= DP/BV were
higher/(lowet)

= P/BV multple were
higher/Jower)




INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

16.  Held to maturity financial assets

Fleld to maturity invesunents comprise of:

Consolidated Company
2017 2016 2017 2016
Goverament bonds (i) 37,409 30,209 - -
Corporate bonds 3,308 8,508 - -
Bank fixed texm deposits (i) 13,884 15,869 - -
Commercial paper (i) 245 435 - -
COAMESA Yellow Card Reinsurance 352 552 - -
Collective invesunent scheme 4,048 551 - -
Treasury bills 9.796 15,608 - -
(9,442 71,732 - -
Less: Provision for impaired
investment (2.0606) (1,508} - -
67376 70,224 - -
Analysis of held ro marunty avestments.
i) Gaovernment Bonds
Consolidared Company
2017 2016 2017 2016
Two-year matueity 10,511 7,581 - -
Three-year marurity 5,746 2,816 - -
Five-year maturity 19,604 18,264 - -
Seven-year marurity 434 434 - -
Ten-year matusity 595 395 - -
Fifteca-year macurity 319 519 = -
_37.409 30,209 - .
ii) Bank fixed Deposits
Consolidated Company
2017 2016 2017 2016
Two-year maturity 5015 7,000 - -
Four-year maturity - - - -
Five-year mawmnry 3,000 3,000 - -
Seven-year mausity - - - -
Ten-year maturity 5.869 5869 - -
13,884 13,869 - -

The corporate bonds at the year-end were held in lzwe Loans, Stanbic Bank, Real Estate
Invesunears Zambiz PLCREIZ) and Bayport Financial Sexvices with tenures of twa o tea years.
Interest on the corporte bond is pegged at the 182 days government treasury bil rate plus 230
basis points semt annual intercst payments , with a floos rase of 13% o 15.5% per annum. The
basis points for the [zwe Loans and Stanbic Back were 350 and 400, respectively.
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16. Held to maturity financial assets (continued)
iif) Term deposits — Long term

The fixed term deposits at year cnd were held follows:
P ¥

Consolidated Company
2017 2016 2017 2016
Firse Capital Bank - 3,000 - -
First Alliance Bank - 2,000 - -
Pelton Finance Lamited 1,000 1,000 - -
Emerging Markets 335 333 - -
Zambia Stawe Financing Company
Limited 153 133 - -
Commercial leasing Linited 2,000 2000 - -
3,508 8,508
(2.066) (1308 ; -
1,442 7.000 - - -

As at the repotting date, the deposits had an average tenure of 365days.

“T'he deposits due from Pelton Finance Limited, Emerging Mackets and Zambia State Financing
Company Limited have been fully provided for as the companies are under receivesship.”

i} Term deposits - Current

Consolidated Company

2017 2016 2017 2016
Bane ABC 37,300 19,000
Cavmont Bank Led 107,504 4,000 - -
Ecobank 39,809 19,736 - -
Finance Bank - 16,776 - -
First Alliance (Z) Id 33,838 27,630 - -
First Capital Bank 19,905 - -
FNB 96,775 40,000 - -
Inveserust Bank Ple 67,952 3,000 - -
Stanbic Bank 47 000 - -
Standard Chartered - 15,000 - -
UBA 39962 10,000 - -
ZANACO PIC 109,475 97,863 - 76,863
Orthers - 9.332 - -
At the end of the year 599,720 262337 = 76,863
v)  Commercial paper
Kalunamu Facms Limited RO A 5] R 8 = - -

The commercial paper 2t the year-cad was held at the average tenure of 365days with a fixed interest e of
12% per annum.

64



INDUSTRIAL DEVELOPMENT CORPORATION LIMITED

CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

Fegures in Zombiun Kwacha thensand

16. Held to maturity financial assets (continued)

vi) Effective interestrates

The weighted average annual effective interest rates during the year were as follows:

Government bonds
Corparate bonds
Tenn deposits

ur oo
No 2 (& Rp VRS
19 =R

The Dicectors consider that the carrying amounts of the above financial asseis approximate their fair

value

17. Available for sale financial assets

The movement on the available for sale invesonents was as follows:

At beginning of the year
Addigons

Disposals

Exchange gains

FFair value adjustments

Less: Provision for impaired invesiments
Presented as follows

Non-current assets
Curcent assets

Consgolidated
2017 2016
55,044 73,066
22927 12,423
(14,384) (15,113}
(3.836) (5.836)
258 {9,496}
57,309 55,04
(381) (380
37428 246063
37428 39,043
- 15,620
LA7.428 34,063

Company
2017

2016

The available for sale financial assers in 2017 totaling ZMW 57,428,000 (2016: ZAN54,666) milion are in
respect of equity investmrents held in the following companies:
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17.

18.

Available for sale financial assets {continued)

The available far sale financial assets in 2017 rokng ZAWS1,363,000 (2016 ZMW54,666) million are in
respect of equity investmenss held in the followiag companies:

At marketvalue

Standard Chartered Bank Ple
Zambia Sugar Ple

Zanaco Bank Plc

First Quantum dMinerals Limited
Lafarge Cement Zambia Plc
Copperbelt nesgy Corporation Ple
Zambian Brewerics Plc

Puma Eaergy Zambia Ple
Investrust Bank Plc

Zambia Meral Fabricators Ple
Celtel Zambia Plc

Zambecef Ple

AELZ

Brittsh Anerican Tobacco Ple
Commerce Bank Ple
Commerce Baak Plc

Zambia Privatization Trust Fund
Pamodzi Flotels Ple
Devclopment Bank of Zambia
ZEP-Re Insurance

CECA Pk

National Breweries

Less: Provision for tmpaired investments
Commeree Bank Ple

Listed equities

2017 2016 2017 2016
Number of DMacker Share Market Market
shares price Kwacha  value 2017 value 2016
- - - 5,179
204,108 3 551 3,120
- - 6,063 743
1,063,830 4 3936 3,872
307,604 [ 1,924 1,593
6,893,478 1 9927 5997
2,307 7 16 2,480
- - 142
40,453 14 5346 6
- - 345
- - - 458
- - 37
1,750 7 12 12
- - - 487
381,140 { 381 381
- - - 7z2
124 500 62 62
37,400 1 23 23
7,000 - 1 1
580,849 33 30913 28,044
6,893,478 - 3738 -
39,253 13 496 -
37809 35,044
(381) (381}
37428 24,663

Listed equity investments comptise investments in shares fisted on the local stock exchange. These
tvestments amount 10 less than 20% of the oxdinary share capial of the lnvestees. The Group is not
able to exert significant influence over the investees. Fair values are determined by reference to price

quotatious published by the stock exchange.

Other long-term assets

Insurance Receivables

Scaling solar project/Other
Projects

Investuments in Stersegic seserves
Other Receivables

Consolidated
2017 2016
126,663 105,539
262,075 10,523
13,396 8,804
- 6429
402 334 131,293

66
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2017 2016

169,323
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18. Other long-term assets(continued)

ZSIC General Limited and ZSIC Life Limited
Other long-term assets relate to the inswance reccivables which are amounts receivable from the
underwriting of the insurance cantracts.

ZESCO Limited

Further, in accordance with section 20(2)(c) of the Energy Regulation Acr, chapter 436 of the laws of
Zambia, ZESCO Limited is required to make conuwibutions based on 1% of the additonal gross
revenue on the fariff increment awarded to it by Energy Regulation Board on the 1 July 2014, The
Fund is planncd to be used for developmental projects in the cacsgy scctor. ZESCO Limited is
currently the sole contributor to the fund of which contributions began in the period under review. The
Statutory Instrument to guide the strategic reserve fund management is curreatly sill work in progress.
Other projecss relaze to investmenss in Zampalm and Kabwe Textiles.

19. Deferred tax
Consolidated Company
2

Deferred tax liability (Note 36) 2017 2016 2017 2016
Opening bal t Jan 2017 2,537,557 1,649,670 - -
Recognised in other comprehensive (8,976,829) 882,830 - -
Other adjusiments 1,325,044 - - -
Recoguised in the profit and loss {750,663} 5007 - -
Total defetred tax lability {5.664,893) 2.537.557 - -
Presented as follows

Non current assers 614,787 2,716,175 - -
Non cuwrent liabilities (6,279,680 (178.418) - -
Total deferred tax hability 5,664,893 2,537,357 -

Deferred tax asset

The deferred tax assets and the defecred tax liability relate to income tax in the same jurisdiction, and the aw
allows ner seedement. Therefore, they have been offset in the statement of financial position as follows:

Recognition of deferred tax asset

An entity shall disclose the amount of a deferred tax assct and the nature of the evidence suppotting its
recaguition, when:
1) the utlization of cthe deferred tax asset is dependent on future taxable profits in excess of the profies
arising (rom the reversal of existing taxable temporary differences; and
b) the entity has suffercd a loss in cithes the current or preceding period i the tax jurisdiction to which the
deferred tax asset relates,
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20. Inventories

Fuel Goodsin  Marterials Other Provision for Total
transit inventory obsolescence inventories
At Jan 2016 e .
11,298 123370 845,784 270,653 (12,187 1238923
Movements 1,248 37,151 433,127 1.789 960 314,275
Ard Jan 217 12,546 180,521 1,298 911 272,442 (11,222 1,733,198
Movements {1,776} (23051) {236,793 (43,297 (4179 (311.096)
Closing balaace L0770 157,470 1,062,118 221,145 (15401) 134212
21, Trade and other receivables
Consolidared Company
2017 2016 2017 2016
Trade receivables 7,139,739 8,116,770 - -
Prepayments 273,829 133,613 - -
Deposits 164 14,026 - -
Staff and other receivables 2,172,511 2,582,019 6,479 1,673
Provision for bad debrs {5.080.851) (7.028182) -
4505412 3 838,844 6479 1,673
22. Amounts due from related parties.
i) Group
Ttezhi-tezhi Power Corporaton 325324 282274 - -
Zambia Electrometer Limited 2211 2209 - -
Zambia State [nsurance Pension Trust 30,405 42,550 - -
Fund (ZSIPTF)
Other related partics - 18,429 81,351 10,524
Government of the Republic of Zambia 1,905,781 1,192,762 - -
2263721 1538234 81.351 10,524

The amounts due from governmeat of ZMW1,903,781 relates to the pravision of the clectricity
services 1o all government departments by Zambia Electricity Supply Corporation {(ZESCQ).

ii) Company

ZSIC General
ZAFFICO

AMisuy of Finance
Zamcargo

ZSIC Life

Indo Zambia Limited
Afrox Zambia Limited

68

232
23,654
23,133

1,015
12,010
18,887

2,400

81,331

10,5324



INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES TO THE FINANCIAL STATEMENTS

Vigitres in Zonmbiain Kwacha thazsand

22. Amounts due from related parties(continued)
The amounts outstanding are unsecured and will be sertled in cash. No guarantees have
Leen given or seceived. No expense has been recognised in the year for bad or doulntful
debts in respective of the amounts duc from related parties. The balances for the year

ended 31 December,2017 ace as tabulated above.
All amounts were not provided for impainment as they were all assessed as recoverable.

23.  Cash and cash equivalents

Cash and cash cquivalents consist of:

Consolidated Corapany
2017 2016 2017 2016
Bank balances 2,549,954 2,295,409 9,572 1,813
Fixed deposits 13,068 121,400 13,000 -
Petry cash 72 141 - .
Current Assets 2,563,094 2.416,950 24572 1813
Bank overdraft (109,239 (85,134 - -
2453853 2,331.81¢ 24372 1813

Restricted cash balances are donor grants held to be applied on specific activities, therefore not
available for pool operadonal funding The restdcted funding included in the cash and cash
cquivalent is ZANW52,619,000(2016. ZMW4,042,000).
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23.  Cash and cash equivalents (continucd)

24.

i) Zesco Limited a subsidiary owed the following

ii)

a)

b)

)

Barclays Bank Zambia ple

An overdraft banking facility amounting to K50 million. The overdralt was agreed in
January 2017 with 2 12~month tenor with interest payable monihly at three-month
LIBOR plus 15.5%. the facilities are repayable strictly on demand. The amount drawn as
on 31 December 2017 undes this facility is K52 million (2016 IK50 million).

Zambia National Commercial Bank Zambia Ple

An overdraft banking Facilicy amouating to K50 million. The overdraft was initially agreed
i November 2014 of K25 million, aad in Seprember 2017 the facility was inceeased o
K50 million with 2 12-month tenor with interest payable monelily ac three-month LIBOR
plus 3.75%. The facilities are payable strictly on demand. The amount drawn a3 on 31
Deccember 2017 under this facility was K41 million (2016: K14.8 million). The faciliry is
secured zgatnst ualimited collections held in the bank accounts from time to time.

Standard Chartered Bank Zambia Ple

An overdraft banking facility amounting to K10 million. The overdraft was agreed ia
April 2017 with 2 12-month tenor with interest payable monthly at three-month LIBOR
plus 10.5%. The facllities are payable suictly on demand. The amount drawn as at 31
December 2017 under this facility was Nil (2016: K3.3 million).

Zambia National Commercial Bank Plc
The cash book ovesdraft position in ZSIC General Limited at the year-cad z2rose due to dming
differences between the transfer of monics from one bank account into the paying account on

which payments are already issued

Pension and other employec obligations

The liabilitics recogrised for pensions and other employee remuncration consist aof the following:

Consolidated Company
2017 2016 2017 2016
Employee related provisions & accruals 1,741,068 1,799,224 -
Pensions - defined conwibudor  plans 124,769 69,806 -
Pension - defined benefit pians 761,201 762,767 -

2,627,038 2,631,797 -

Presented as
Neon-current 2427795 2,099,035 -
Current 199,243 532762 -

(i)

2627038 2631797 -

Defined contribution plan

Defined conitbution plans are a peasion plan under which the Group pays fixed
contributions into the Natonal Pension Scheme Authority, which is a defined conutbution
plan. The Group has ro legal or constructive obligations to pay further contributions if the
fund does not hold sufficient assets to pay all employees the benefits relating to cmployee

sepvice inn the current and pricr periods.

The Groups' contsibutions to the defined contribution schemes are charged t profit or loss in
the year to which they relate. The Group has no further obligation once contributions have
been paid The total expease recogniscd in the profit or loss aof represents contributions

payabie ta these plags by the Group.
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24.

Pension and other emplayee obligations

(i)

(iil)

LASF defined benefit plan

Tn sccordance with IAS 19 Employee Beaefits paragraph 62 an entity is required to recognise the
net defined benefir liability in the statement of financial position. However, whea sufficient
information is not availablk to use defined benefit accounting for a muld-employer defined henefic
plan, an entity shall account for the plan as if it were defined conuibution plan,

The ZESCO Limited operates a delined benefits pension scheme which is funded by the
payment of contibuticns to a separately administered fund called the Local Authorities
Superannuation Fund (“LASF"). This fund administers pensien schemes of a aumber of
organizations, including all local authotities. The last actuarial valuation of the entire fund for the
five years period to 31 December 2012 was cazried out and showed a deficit of K723 million.
These deficits are not the latest actual valuation attributed to individual member organisation as
the valuation was performed three years ago.

Accordingly updated information on the actuacial deficit is not available to enable the entity to
account for the plan as 3 defined beaefir plan. Oa this basis the company has opted o account
for the plan as if it were 2 defined contibution plan.

In addition, no provision has been made in these financial sarerents for any unfunded Lability
of the company as the direciors are of the opinion that any liabtlicy will be met by the
Goverament of the Republic of Zambia.

Retirement benefit obligation ZSIC Group

The plan is operared by ZSIC Limited and its subsidinrics ZSIC Life Limited and ZSIC General
Insurance Limited. Under the plan, the employees are entitled to redrement bencfis varying
between 40% and 45% of final salary on auaimment of 1 reticement age of 55. No other post —
rerirement benefits are provided to thescemployees.”

The latest actuarial valuation was carried out by ladependent Actuaties and Comsulants to
deteamiae the fund’s position as at 31 December 2015 and shows that the plan assers were
K31.29 million and Labilities were K72.29 million sesulting in a deficit of Kdlmillion (31
December 2014: K44.15 million). The present value of the defined benefit obligation, and the
relared current seevice cost and past service cost, were measured using the Projected Unir Credit
Method.

‘The principal assumptions used for the purposes of the actuagial valuatons were as
follows:

Expected retum on plan assets 18.5% 22.00% -
Expected rare of salary increasc 10.3%  15.60% -
Discount mte 185% 22.00% -
Pension increase assumption 105% 14.10% -
Long term price inflaton 105% 14.10% -

Average longevity at retirement age for current

employees

{future pensioners):

Alale 1618 -
Female 1821 -

Amounts recognised ia comprehensive income in respect of these defined benefit plans arc as
follows:

Tl
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24, Pension and other cmployee obligations (continued)

Remeasurement on the defined liabilicy

Consolidated Company
2017 2016 2017 2016
Actuarial gains and losses arising from changes in
financial
assumptions 7,920 18,369 - -
Actuaarial gains and losses arising from changes in
experience
adjusiments (8,547 8,348 - -
Rcturn on plan assets {excluding amounts in net interest) 627) 20717 - -
Componans of defined benefits costs recognised in other
comprehensive iIncome (627 26,717 - -

* There were no changes in the asset ceiling testrictions in the year.

The current service cast and the ner interest expensc for the year are included in the em
expense in profit or loss. The remeastrement of the net deficed benefit iability is included in other

comprehensive mcome.

Amounrs recognised in profit or loss in respect of the defined benefit plan are as follows:

Current service cost 1,457
Intcrest cost 6010
"Total period costs included in staff costs _ 1467

3948
8824

12,772

ployec benefits

‘The expense for the year is included in the employec benefits expense in the profit ot loss.

Amounts recognised in the statement of financial position are determined as follows:

Present value of funded obligatuons 51,465 54,727 - -
Fair value of plan assets (1,381 {12922\ - -
Closing fair valuc 47,084 41.805 - -
Net linbility arising from defined bencefir obligadon 470184 41,805 - -

Movements in the present value of the defined benefic obligation in the current year were as follows:

Opening fair valuc of plan assets 41,805 44,119 - -
Taterest income 17,736 15,350 - -
Conuibutons 22,127 18,369 - -
Bencfits paid (35,282 (31,633) - -
Actuatial {loss) gains (1,702 (8,348) - -
Current service costs 2,581 3948 - -
Closing fair value of plan asscrs 47,285 41,805 - -

Significant actuarial assumptions for the determination of the defined obligation are discount

rate, expected salary increase and mortality.

The Board of Trustees on 20 Tanuary 2015 closed the current defined benefit scheme as 2

deferred pension and wiit only be accessed upon the member attaining the stamtony retirement
age. "The salary escalation and the pensionable service was capped in the defined benefic scheme.
The amortisation of the actual deficit of K41 million including the outstanding pension

conuribution is not to exceed three (3) years.

e
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25, Capital Grants and Coatribution
Consolidated Company
2017 2016 2017 2016
Capital Grants and Contribution ) _ .
Non-cusrent liability 2,531,130 1,384,085 5920 3920
Current liability 114,772 217,351 - -
2,643.902 1,601,436 3,924 5920

1) Private Sector Development, Industrialisation and Job Creation (PSDIJC) — ZMW5,520,000.00
“I'he Private Sector Development, Industrialisation and job Creation (BSDIC) had agreed to collaborare
with the Company on four (4) projccts anchored under the implementation framework for the
Indaseialisation and Job Creation. The prajects include Development of 600MW Crid Scale Solar
Power Plants; Expansion of Industrial Forestry Plantations, establishment of Towism [avestment
vehicle; and the development of Integrared fish Industy. As av the year end, the company had not yet
udlized the grant.

ii). Capiral Grants and Contributions
The capital grants and contibutions are related to the fuads provided by the government and partnets
in funding various projects within the group.

26. Borrowings

IFigures i1 Zambian Kwacha thousand

Consalidated Company
2017 2016 2017 2016
At the beginning of the year 15,349,519 14,184,268 - -
Received during the year 3,671,380 3,020,743 30,446 -
Payments during the year (1815915)  (2.886,637) - -
Exchange difference (1,212.748) (968.855) - -
15,992.236 15349519 30446 -
Disclosed as

Amounts due within one yeav 3,624,904 3,029,783 30,446 -
Amouats due after one year 12297332 12,319,736 - -
15,992,734 15349319 30,446 =
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26. Burrowings

Borrowings are due to the following:

1 [adustrial Commercial Bank of China
il China Exim Bank
1 Nordea Stanbic Bank

iv Standard Chartered Bank
DBSA - Kafue George Hydro Power

v Station
DBSA - Katiba North Bank Extension

vi Power Corporation Limited

vit India Exim Bank

vl China Extm

ix European lnvestment Bank
GRZ/International Developnent

< Association - Kafue Mezuma
GRZ/Agence Frangaise De

xi Devclopment

Nit Afriean Development Bank

Industrial Commercial Bank of China
xiil Facility Loan - Musonda Falls
wiv Standard Bank
GRZ/laternational Development
XV Agency
<vi Stanbic Bank
vii European Invesiment Bank
vl Bank of China
Nix ZANACO - Short Term Facility
R3S Stanbic Bank
Develapment Bank of Souchem Africa
xxi Bank 1
Industial Commercial Bank of China
xxii Facility-Chipata-Lundazi
sxii  Nigesia Trust Fund
Industrial Commercial Bank of China
wxiv Facilig-Mpika Transemission
GR'Z/‘]apnu International Cooperatian
v Apcacy
sxvi - CNMC Industrial Zone Development
sxvit GRZ/World Bank
xxviii  European [nvestment Bank 2

xxtv  Agency Fraacaise de Development

Consolidated
2017 2016
2834097 2,805,594
2,131,382 2,373913
1,324,283 1,053,631
1,214,303 1,202,090
995,330 985,650
662,300 744,316
471,104 466,366
448,542 444031
411,612 407,473
407,204 375,202
342,304 338,950
305,684 -
298,033 -
206,010 262,207
164,989 37,766
151,469 216,589
140,319 96,256
120,665 199,086
113,827 -
97,722 161,232
88,006 90,663
73,625 -
59,693 58,698
57,550 -
46,645 42,673
44272 51,131
43,921 43,479
38,710 39,049
33,681 -

Company
2017

2016
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26. Borrowings (continued)

XXX GRZ/World Bank Facility 2

xxxi Sinohydro Bridging Loan II-Musonda Falls

— Barclays Bank Zambia Ple

xaxid  EIB - LTDRP LOAN FACILITY

xxxtv  Zambia National Commercial Bank Ple

XXXV Standard Chartered Bank

xxxvi  Sinohydro Corporaton lLimited

xxxiit  ZTE Corporation — Rural

Xxxiil ZTE Corporalion — GSMIII

xxxix  Huawer — Nadonal Fiber

xt Export-lmport Bank of China {Exim bank)
GRZ loan

xit Standard Bank of South Africa
Tnvesteust Bank PLC
Finance Bank

xli First National Bank Limited

xlitg Zambia Navonal Commercial Bank Ple

xliv Stanbic Bank Zambia

xlv Indo Zambia Limited

xlvi Stanbic Bank

xlvit Commercial Bank of Africa

shiv Other loans

~d
A5

Consolidated Company

2017 2016 2017 2016
32226 31,902 - -
28,841 166,541 - -
25,549 57,527 - -
22,378 . - -
13,318 151,366 - -
10,652 42,183 -

- 98,332 -

116,856 193,786 - -
23,686 144,077 -
84,240 106,839 -

1,095,520 1,040,499 -
664,431 662,761 - -
182,869 149,201

1 222 - -

1,221 1,671 - -
3,059 3465 - -
1,856 - -
5,603 - - -
30,446 - N -
257 ; .
3,436 - -
309,607 - -
15992236 15,349319 . R
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26. Borrowings {continued)

The loan terms are as disclosed belaw:

i. Industrial Commercial Bank of China
This is 2 USS285 sillion foan faciliry obtained from Industial Commercial Bank of China
on 30 May 2011 to fnance the Pensulo-Msoro-Chipara West 330 KV and Pensulo-Kasama
330 kV Transmission lines. [nterest is 2.5% Mazgin ptus LIBOR (Sceeen Rate), the Loaa will
be repaid over 10 years. The loan is denominated in United States Dollar and the balance at
the repordng daze was U$3284.7 million or K2.8 billion.

ii. China Exim Bank
This is 2 USS$315.6 million loan facility was obrained from China Exim Bank i October
2008 with tenure of 15 years. Intevest is computed at LIBOR plus 2% per annom. The
facility is sccured by receivables from Copperbelt Encrgy Corporation and Chambeshi
Alining Company. The loan is denominated in United States Dollar and as at reportng date,
the loan balance was 155214.2 million or K2.1 billion.

ral

. Nardea Stanbic Bank
This is 2 USS133million loan facility obrained from Nordea bank on 14 August 2014, The
lonn was obmined to finance the connection of Narth western Province to tie Nadonal
Grid. The loan shall be tepaid over a 14-year period including a grace period of 2 years. The
interest rage is 3.69% per annum payable semi-annual. The loan faciliry is in United States
Dollar and the balance at the reposting date was US$133.1 million or K1.3 billion.

ii

iv. Standard Chartered Bank ($122m)

“This is 2 USS122 million loan faciity obuined from Standard Chartered Bank in February
2016 to refinance the $40 million bridge faciliy and other general corporate purposcs
relating to capital projects but nor limited to the upgrading of Musonda falls power stauon,
new Lusiwas: Upper 13 MW plaat, construction of Chama Lundazi Transmission Line.
Tnterest is charged at an average of 5.75% plus 6 month Libor, scmi-annum and the loaa
(principal plus interest) will be repaid over 7 years including 2 years geace period. Theloan is
denominated in United States Dollar. The loan balance at the reporting date was Uss§122
million or K1.2 billion.
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26. Borrowings {continued)

The loan terms ate as disclosed below (continued:

v. Development Bank of South Africa (DBSA) (KGL)
This is a USS100 millioa loan facility obtained from Development Bank of South Africa
(DBSA) on 4 May 2016 to finance the Kafue Gorge Lower Hydre Power Project. interest is
charged at 9.4% plus 6 month Libor, semi-annum and the loan (principal plus interest) will
Le repaid over 13 years including 2 years grace period. The loan is denominated in United
States Dobar. The loan balance at the reporting date was US$100 million or K995.3 willion.

vi. Development Bank of South Africa (DBSA) (KNBEPC)

The borrowing is a texm loan facility of US$105.5 million from the Development Bank of
Southern Africa Limited. The loan is used tw finance the Kariba Nocth Bank Extension
Power Corporatien project. The loan is to be repaid in equal insmlments semi-annually
commencing on 31 January 2013. The amauat of repayments during the year was
US$12 Imillian. Interest is charged semi-annually as the sum of the margin (4.95% before
commencerment of operations and 4.70% after commencement of operations) and 6- manth
LIBOR. The loan has a second ranking security on property, plant and machinery of the
project and is denominated in United Szates Dollars.

vii, India Exim Bank
“Ihis is a US$63.39 million facility obrained from India Lxim bank on 9 June 2012. The loan
was obrained 1 finance the connection of Luangwa to the national grid. The loaa will be
repaid in seven equal inswllments. The interest rate is LIBOR plus 5.5%. The facility is in
United Srates Dollar and the balance as at the reposting was USS$47.3 milion or K471
million.

viii. China Exim Bank
This is 2 US$45 million faciliey obtained from China Exim back through the Ministry of
Finance on 13 Ocober 2014, The loaa was obuained to Finance the Kariba Nosth Bank-
Kafue west 330KV transmission project. The interest rate is 2%. The facility is in United
States Dollar and the balance as at the reporting was US$45 million or K448.5 million.

ix. European Investment Bank

This is a EUR 30 million loan facility from the Eutopean Investment Bank (EIB) by the
Government of the Republic of Zambia on the 10 December 2012. The facility was obtained
for the purpose of financing the ltezhi-Tezhi Hydro Power plami, Mumbwa Substarion and
Lusaka West - Mumbwa Transmission Line Project. The facility shall be scrtled over a period
of twenty five (25) years including a grace period of five (5) years. The interest is charged at
1.2% per cont per annum. The balance at the reportag date was US541.3 million or K411.6
million.

x. GRZ/International Development Association-Kafue Muzuma
This is 2 US§60 million loan facility obtained from the Tnteraational Development Assaciadon
on 6 Decembez 2012 by the Government of the Republic of Zambia and on lent to ZESCO
to finance the Kafue Muzuma Transmission Project. Iaterest shall be computed at 2% per
annum and the Joan (principal plus interest) will be repaid over 20 years including 5 years grace
period. The loan is denominated in United States Dollar. The loan balance ac the reporting
dare was US$40.9 million or K407.2 million.
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26. Borrowings (continued)

The loan terms are as disclosed below (continued):

xi. GRZ/Agence Frangaise De Development
This is a USS344 milion loan faciliy obmined from the laternational Deselopment
Association on 18 December,2012 by the Government of the Republic of Zambia and on leat
to ZESCO to finance the construction of ftezhi Tezbi Power Station. Interest is computed at
1.5% semi annum and the loan (principal plus interest ) will be repaid over 25 years includmng
3 years of grace period. The loan is denominated in United States Dollar. The balance at
reporting date was USS34.4 million or K342.4 million.

xii. African Development Bank

“This is 2 US$30 million loan facifity obwined from the African Development Bank (ADB)
by the Government of the Republic of Zambu on 19 December 2012, The loan was
obtined to finance the wansmission line for the Itezhi-Tezhi Hydro Power and
Traasmission Line Project. The loan faciliyy is in United States Dollars and the balance at the
reporting date was US329.6 million or K305.7 million.

siii. Industrial and Cammercial Bank of China

This is 2 US$35.25 million loan facility obtained from Industrial and Commercial Bank of
China by ZESCO Limired on the 26 Januaxy 2017. The Toan facility was obrained to finance
the rehabilitation and upgrading of Musonda Falls Flydro Power Plant. The loan shall be
tepaid aver a 13 year period includiag a grace period of 3 years. The interest is LIBOR plus
3.35% per annum. The loan fcility is in United Srates Dollar and the balance at the
reporting date was US§29.9 million or K298 million.

xiv. Standard Bank of South Africa

xXv.

This is 2 US$29.5 million faciliy abiained from Standard bank of South Africa. The loan
<was obined to finance the connection of Northwestern Province 10 the National grid. The
interest tace is LIBOR plus 5% per annum. The loan is to be reprid over a period of 7 years
with a 2 years geace peded. The facility is in United States Dollar and the amount as at the
eporang date was US$20.7 million or K206.2 milion.

GRZ/international Development Association

This is 2 USS105 million loan facility obwined from the lntermational Development
Association on 3 October 2013 by the Government of Republic of Zambia and on leat
ZESCO to fimance the Lusaks Transmission and Distribution Rehabilitation Project.
Tntcrest is charged at 1.3% semi-annum and the loan (poncipal plus interest) wili be repaid
over 30 years including 10 years grace pesiod. The loan is denominated in United Srates
Dollar. The loar balance at the repozting date was USS16.6 million or K165 million

xvi. Stanbic Bank

This is a U3529.5 million facility obtained from Standard bank of South A frica. The loaa
was obriaed to finance the connection of Nortawestern Province to the National gnd. The
interest rate is LIBOR plus 5% per annum. The loan is to be repaid over a period of 7 years
with a 2 years grace perdod. The facility is in United States Dollar and the amount as at the
reporting dase was USS15.2 million or K151.5 milkion.
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26.

Borrowings (continued)

The loan terms are as disclosed below (continued):

xvii. European Investment Bank

"This is a EUR 22 million loan facility obrained from the European Investment Bank (EIB)
by the Government of the Republic of Zambia on the 4 of December 2012 The
Goverament agreed to on-lend to ZESCO Limited on the teems and coaditions set forth in
the finance conteact. The purpose of the facility was to {inance the Kafue-Livingstone
transmission Line projece. The loan facility shall be repaid to the Government in equal semi-
annual installments beginaing five (5) years after the signature date of the on-lending loan
and cading ten (10) years after the date of such agreement. The interest is charged at one
and half percent (1.5%). The loan facility is in US$14.1 million or K141.3 million.

xviii. Bank of China
This is « US$48.4 million loan facility obtained from Bank of China on 20 May 2011. The
loan was obtained to finance the cxrension of fibre nctwork to other parts of the country.
The facility is for duration of 8 years with the grace period of 2 years. The interest rate is
LIBOR plus 3% per annum. The loan facility is in United States Dollac and che balance at
the teporting date was USS12.1 million or K120.7 million.

xix. ZANACO Shorr-term Facility

“This is 2 USS14.21 million loan facility obrained from Zambia Nadonal Commercial Bank
by ZESCO Lumited on the I8 July 2017, The loan facility was obrained to finance 15%
advance payments to ZTE Corporation, KEC Internatonal, Howell and Sinohydro
Corporation for delivery, supply and construction of Metropolitan Area Netwarks and
wansmission assets. The interest is at 8% and is paid monthly together with the principal.
The loan facility is denominated in United States Dollars and will be cepaid within 24
moaths. The balance at the reporting date was US$11.4 million or K113.8 million.

xx. Stanbic Bank

‘This is 2 US$30 million Letter of Credit facility obtained from Stanbic Bank (Z) Limiced
meant to finance importation, mobdisation and installation of equipment by Elsewedy of
Egypr The Letter of Credit agreement was finalised on the 17 February 2014 for a period
of 70 months, with 2 grace period of 15 (Fiftecn) months. The repayment will be
U$5363,636 in equal installments of 35 months. The Letter of Credit was sccured against
the Company's reccivables. The facility is in United States Dollar and the balnee ar
reporting date was U559.8 miliion or K97.8 million.

xxi.  Development Bank of Southem Africa

This is 2 ZAR210.4 million loan facility abtained from Development Bank aof South
Africa Bank on 22 July 1998. The loan was obtained to finance the Power Rehabilitadan
Projects. The duration of the loan is 20 years including a grace petiod of 3 years. The loan
facility has a fixed interest rate of 15.25% per anaum. The balance as at the reporting date
was ZAR109.6 milfion or K88 million.

xxii. Industrial and Commercial Bank of China

This is a US336.84 million loan facility obeained from Industral and Commercial Bank of
China by ZESCO Limied on the 10 August 2017. The loan facility was obtained to
finance the Connection of Lundazi and Chama to the National Grid. The loan shall be
repaid over a 15-year period including 2 grace period of 3 years. The interest is LIBOR
plus 3.35% pex annum. The loar facility is in United States Dollar and the balance at the
reporting date was USS7.4 million or K73.6 mitlion.
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26.

Borrowings (continued)

The loan terms are as disclosed below (continued):

KxIif.

xxiv.

KXvi,

*xXVIL.

xxviii.

RXKix.

Nigeria Trust Fund

This 1s 2 US$6.4 million loan facility obtained from the Nigerian Trust Fund by the Goveriment
of the Republic of Zambia on the 19 December 2012. The loan was lent to ZESCQO Limited for
the purpose of financing the [texhi-Tezhi Hydeo Power and Transmussion Line project. The loan
shall be repaid over a period of twenty-five (25) years including a grace period of five (5) years,
The interest is charged at zero-poine seventy-five (0.75%) per annum {ised interest cale. The loan
facility is in United States Dollars and the balance at the repordng date was USS5.9 million or
K59.7 million.

Industrial and Commercial Bank of China

This is 2 US$29.6 million loan fucility obtained from Industrial and Commercial Bank of China by
ZESCO Limited on the 13 July 2016, The loan facility was obtained to fimance the improvement
of power supply in Mpika. The loan shall be repaid over a 15-year period including a grace period
of 3 years. The interest is LIBOR plus 3.33% pex annum, The Joan facility is in United States Dollax
and the batance at the reposting date was USS3.8 million or K57.6 milion.

GRZ/Japan Intemnational Cooperation Agency (JICA)

“This is 2 Yens 5 billion [oan facility obrained from JICA by Government of Republic of Zambia on
1 November 2010, The loan was lent to ZESCO 1o finance the Increased Access o Electicity
Project. The Joan shall be repaid over a 15-year period including a grace petiod of 5 years. The
interest is charged ar 0.05% per annum. The loan facility s in Japancse Yen and the balance at the
reporting date was Yens 508 miltion or K46.6 million.

CNMC Industrial Zone Development

The facility was obtained as capital conuibution in 2009 on the Chambishi line from CNMC
Industrial Zone Development who conttibuted 40% of the totl project costs of U§527.8 million
fie. USS11.1 million). 1t is to be paid in 180 cqual instalments of USS61,778 per month. There is no
interest an this amount and there is no sccurity attached to the agreement. The balance ac the
reporting date was USS4.4 million or K44.3million.

GRZ/Warld Bank

“This is a US$16 million loan facility obwmined from World Bank by Government of Republic of
Zambia on § February 2009. The loan was lent to ZESCO to finance the [ncreased Access to
Electricity Project. The loan shall be repaid over a 20 yenr period including a grace period of 5 years.
The loan will have a 2% intcrest charge per annum. The loan facility is in United States Dollas and
the balance at the reporting date was USS4.4 million or K434 million.

European Investment Bank 2

This is a EURT.G million loan facility obmined from European Invesument Bank by ZESCO
Limited on 12 [uly 2005 to fnence the Kariba North Bank Power Station Relabilitation and
Upradag Works under Power Rehabiliration Projects. The interest rate is 3.3% per annum. The loan
facilicy is in Eura and the balance at the reporting date was EUR3.3 million ot K38.1 million,

Agence Frangaise de Development

This is 2 €40 million loan facility obiained from Agency Francaise de Development by GRZ and on
lear to ZESCO Limited on the 23 Juae 2316 1o finance the improvement of power supply in
Southern Division. The loan shall be repaid over 2 20year period including a grace period of 5
vears. The toterest rate 53.00% per annum Fixed. The loan facility i in Euros and the balance at the
ceporting date was €3.0 million or K35.7 million.
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26.

Borrowings (continued)

The loan terms are as disclosed below (continued).

KHX.

XXXk

xxxil.

xxxiit.

XKXiV,

nxv.

Xxxvi.

GRZ /World Bank Facility 2

This is 2 USSI0 million loan facility obtained fiom World Baok by Government of Republic of
Zambiz on 21 March 2010. The loan was ient to ZESCO to finance the Increased Access to
Electricity Project. The loan shall be repaid aver a 20 yeac period including a grace period of 5 yeas.
The loan will have a 2% interest charge per annum. The loan fcility is in United States Doflar and
the balance at the reporting date was US$3.2 million or K32.2 mnillion.

Sinohydro Corporation Limited

This was a US§ 29 million loan facility (Bridging finance) obteined from Sinohydeo Corporation
Limited by ZESCO Limited on the 17 October 2016. The facility was obmined for the purpose of
rehabilitation and upgrading works at the Musonda Falls Hydropower Station. The teaure of the
facility is from the date when the agrecment came into effect to the date when the funds are
available t the empioyer from the finandial institution. Funds and Intercst shall be repaid at once
after the employer obmins financing. The interest is charged at 7% per annum. The balance at the
reporting date was US $2.9 million or K28.§ milkioe.

Barclays Bank Zambia Plc

This is a lewer of credit Facility of US$15 million from Barclays Bank Ple Limited obtained on 7
November 2012, with tenure of 70 months and is repayable over 55 months. The facility is secured
by company's receivables deposited in Barclays Bank Accounts. The facility is in United States
Dollat and the balance at reparting date was US52.6 million ot K25.5 million.

Eutopean Investment Bank

This is 2 USS106 million toan facility cbmined from the European Investment Bank on 3 Ocwober
2013 by che Govemment of Republic of Zambia asd orn lent ta ZESCO 1o finance the Lusaka
‘Transmission and Disttbution Rehabilitadon Praject. Interest is charged at 1.2% semi-annum and
the loan (principal plus interest) will be repaid ovee 30 years inciuding 10 years grace period. The
loan is denominated in United States Dollaz. The loan balance at the reporting date was LSS23
million or K22.6 million.

Zambia National Commercial Bank Ple

This is a letter of credit facilisy of US380 million from Zambia National Commercial Bank Zambia
Limited, incorpotated in Zambia with tenure of 70 months, and 13 repaysble in 55 monthly
instalments. The loan is denominated in United Stazes Dallar and as at reportng date the loan
balance was USS1.34 million or K13.3 million. The facilicy is sccured by company's callections and
guaranice from the Government of the Republic of Zambia.

Standard Chartered Bank

“This is a letter of credit facility of USS15 million from Standard Chartered Back PLC, incorporated
In Zambia with tenurc of 84 moaths or 7 years, is repayable in equal nswalments of US$267 ,570.15
over 55 monthly mstalments. The letter of credit is in United Surtes Dollar and the balance at the
reporting date was USS1.1 million or K10.7 million.

Sinobydro Corporation Limited

This is 2 LS$10 million facility (Bridging Esance) obtained from Sinohydro Corporaton Limited by
ZESCO Limited on the 17 Seprember 2013, The facility was obuained for the purpose of
rebabilitrcion and upgrading works az the Musonda Falis Hydropower Sttion. The teaure of the
facility is from the date when the agreement came into effect to the date when the funds are
available to the employer from the firancial instirations. Funds and Interest shall be repaid at once
afcer the crmployes obrains financing. The tacerest is charged ar 7% per anncm. The Bridgiag Loan
was fully paid on 17 August 2017 by ICBC Bank financing the Musonda Falls Project.
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26.

Borrowings {continucd)

The loan terms ace as disclosed below (contoued):

xxxvii. ZTE Corporation - Rural

‘The loan obtained by Zamiel is denominated ia US dollars. The loan was obtained to finance
the supply, delivery, and installaton and commissioning of the Rural Telecommunicauon
Nenwork. Interest is at 6 months USD libor+ 4% pa. The effective inteeest tate is 4.5%. The
loan is payable over a period of three (3) years with a grace petod of 6 moaths from May 2010.
Vendor financing linbilities are secured by a third party guarantee by the Government of the
Republic of Zambia.

xxxviii. ZTE Corporation - GSMIH

The loan obtaincd by Zamuel is denominated in US dollars. The loan was obuined to finance
the supply, delivery and commissioning of GSM Cellular Telephone Systems. lnterest is 2t 6
months USD libor + 4% p.a. The effective interest raze is 4.5%. Repayment is three (3) years
beginning two (2} years grace period from the May 2010. Vendor financing liabildes ace
sceured by a third-pasty guasantee by the Government of the Republic of Zambia.

xxxix. Huawei - National Fibre

xL

xli.

xlii.

xliii.

xbiv.

The finzncings were obuined to finance the supply, delivery, and installanon and commissioning
of the SDH Optical Fibre Network by Zamtel The loans are denominated in US dollass
borrowings bear interest at 6 months USD libor + 4% pa. The effective interest mre i3 4.5%.
Repaymenc is three (3) years beginning nwo (2) years grace period from November 2010. Vendor
financiag liabilirics are secured by a third-party guarantee by the Government of dhe Republic of
Zzmbia.

Export-Impart Bank of China (Eximbank) - Equipment

The financing was obtained by Zamtel to finance the purchase of cquipment. The loan facility is
denominated in US Dollars and bears interest at 2% p.a. and 0.25% p.a. on management fees.
“The effective interest sate is 2.5%. Repayment is fificen (13) years beginning after five (5) years
grace period fromn December 2019. Vendar financing liabilides arc secured by a third-party
guaraatee by the Government of the Republic of Zambia, the Company's sharcholder

Standard Bank of South Africa

The loan of K244 million (USD 25.4 million) is duc to Standard Bank of South Africa by Ndala
Lime Company Limited at a cacrying interest of 4.76% per annum. [t is tepayable over 54
months with interest and principal payable guarterly. The loan is secured under all leased assets
held as security, ZCCM-IH loan repayment guarantee, Export Credit Insucance Corporation {of
South Aftica) cover, project accounts chasge, motigage debentare and security assignment. The
balance as ar 31 December 2017 was 141.032mliion.

First National Bank Limited (Zambia Railways Limited)

‘This short-term loan at Fiest National Baok Limited is secured by 30% of the value of
outstanding dcbtors up to a maximum of USD 500, 000, (K3,013,050). Debross moze than 90
days are <o be cxchuded from the calculations.

Zambia National Commercial Bank Ple
This i @ short-term loan of ZMW1.856 thousand which Is uasecured obtained from Zambia
Naronal Commercial Bank ple.

Stanbic Bank Zambia

This is « Stanbic Bank Zambia refinanced Investust Bank Pic loan balwnce and paid che
company a towl loan of ZMWémillion for working capital sequirements in July 2017 The
company pays interest at the Bank of Zambia Poiicy Rate 12.5% plus the bank margin of 16.5%
per annum. The enor of the loan is four years with a quasterly principal and interest repayment.
The loan is sccured by legal mortgage registered over Stand No. 10967, Lusaka.
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26. Borrowings (continued)

The loan terms are as disclosed below (continued):

Xlv.  Inde Zambia - ZMW
This is a K795 million-loan facility obtained from Inde Zambia Bank by Industrial
Development Corporation on the 21 Qcober 2018. The loan facility was obtained 10 support
opetations of Zambia Electsicity Supply Cotporation Lunited (ZESCO Limited), a subsidiary of
IDC. The loan factlity is deaominared in Zambiag Kwacha and will be repaid within 51 months,

Xlvi  Stanbic Bank
Oun November 24 2015 Zambiz Cargo and Logistics Limited entered into lease finance with
Stanbic Bank Limited for the purchase of # reach stacker at USS398,583 repayable in 3 yemrs(ic
36 months) at an interest rate of 9%. The reach stacker is a joint registration of Stanbic Bank
Limited and Zambia Cargo and Logistics Limited. The balance as at 31 December 2017 was
2.579 willion

Xlvii Commertcial Bank of Africa
Oa October 2017 Zambia Cargo and Logistics Limited acquired an mnsurance premium finance
from Commercial Bank of Afrdea for them to pay for the custom inswrance bond. The amoun: of
the insucacce finance was USS$176,285 issucd at an biterest rate of 7.9% repayable in 10 moachs.
No physical security is auwached against this financing. Iasucance policics are held by the
Commercial Bank of Africa whereby in the event of default, the insurance cover will be called off.

Breach of loan agreements

During the cusrent year, the Group was not compliant with the following covenants:

) Euwropean Investment Bank
The Group was not in complisnce with some covenaats because the current ratio was less than
1, the Debr Service Cover ratio was less than 2 and; ratio of long tenn debt to equity was mare
thanl.

(i)  Batclays Bank Zambia Plc
‘The Group was noa-complinnt with the Barelays Bank letzer of crediv as the interest cover was
below 1.5 tmes and the current rago was less than 1.

(ii) Development Bank of South Africa
The Group was non-compliant with the DBSA loan in which the capital espenditure plan and
budget werc not submitted within 20 days before the start of each of its financial years. We
also noted that the Group was in breach with the leverage and the Debt Service Cover ratios.

{iv) Standard Chartered Bank
Dbt w equity ratio was 2.2:1 which is higher than the covenant of 1.5:1, the Gross Debt w
EBITDA was more than 6:1; and the Debt Service Cover Rado was less than 1.25.

(v)  Stanbic Bank
The Group was non-compliant witl: the Letter of Credit agreement in which the annual
budget were aot submiteed within 60 days afier the reporting date. We also noted that the Debe
to Equity percentage exceeded 140%, the Available Cash Flow Befare Debt Service to all
Principal and Interest Debt Service fell below 1.25:1 and the ratio of Gross Debr o EBITDA
was more than 6.

(vi) Bank of China
The Group was non-complizt as the EBITDA to Towl Interest Cost was less than 2 and; the
ratic of Total Lirbilities to Total Assets was more than 70%.

(vii) Zanaco Bank
The Group was non-compliaat as the gearing ratio was moze theu 1; and the current rato was
less than 1.
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28,

27. Obligations under finance lease

Consolidated Company
2017 2016 2017 2016
Opening balance 168,333 13,315 - -
Receipts during the year 797 160,261 - -
Repayments during the year (168,372 (1043 - -

938 168,533 - -

Repayments within one year 43 3,663 - -
Amounts due after one year 513 164,870 - -

958 168,535 . -

Provisions
Cansalidated Company
2017 2016 2017 2016
Noun-current liabilities 122,558 25.201 - -
122,338 25,201 - -

ZCCM-IH (ZMW122.56 million)

The year-end provision represents restoration, rehabiliation and enviranmental provisions for the Company
and irs subsidiney Ndola Lime Company Limited. The Company’s provision is as a result of inherited
enviranmental obligations from the old ZCCM Limited.

The provision represents the best estumate of the espenditure requiced to serde the obligations ta
rehabilicate eavironmental disturbances caused by mining operations. Ndela Lime is expected to make
contributions to the Eavironmental Protection Fund, controlled by the Department of Mines and Mineral
Development. Contriburions made towards the fund reduces the environmental provision obligation. No
payment has been made into the Enviconmental Protection Fund for the years ended 31 December 2017
and 31 December 2016, respectively. At the end of useful ife of ming, Ndaola Lime is obligated to
rehabilitate che damage to the environment and all pagments made to the Eavironmental Protection Fund
will be reimbursed towards this rehabilitation.

“The valeation for the cavirommental restoration provision at 31 December 2017 was pecformed by Miscnga
Environmental and Technical Services Limited and was independently reviewed by Glory Consukancy an
independeni environmental expert.

The provision recoguized as a liabiliy is the best estmate of the consideration required (o seule the
obligation at the reporting date, assuming a discount rate of 1.93 % (2016:2.61%;) and an inflation rate of
2.4% {2016: ~0.9%) being the US Dellar inflation rate. The lizbility for restoration, rchabiliiation and
cavironmental obligations for Group and Company on undiscounted basis before infladon is estumated to
be USS5:6.6 million (approximately K163.7 million) (2016:US526.8 millicn (appraximacely K29t.1 million)
ané US§11.96 million (approximately K114.96 million) (2016:US319.9 million approximately K222.1 million)
respectively, Because of the long-em e of the liability the greatest uncertaingy in estimating the provision
is the cost that will be incucred. In particular, the Group has assumed that the site will be restared ustng
technology and materals available curreatly.
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29.

30.

31

33.

Other long-term payables

Company

2017

2016

Conseclidated
2017 2016
NAPSA Peaalies 2,149 2,281
Other long-term payables 261948 209,449
' 294097 211,730
Deferred income

At Janaary 139,503 139,503

Addirians during the year 13,518
Expeaditure {39,018) -
_ 114003 139,303

The increase in the expenditure is because of the wansfer of Capital grant to fund the establishment of the
electricity sub-station, The deferred income relates to the capital grants provided by CIDA, UNFPA, UNICEF,
UNDP, [:U and the Government of Zambia. The funding is specific to the projects undettaken by Group through

its subsidiarics.

Life Assurance Funds

Consolidated Company
2017 2016 2017 2016
At january 345,180 354,561 -
Payments _(_lx.._. 41.839) {9381 —_—
At December 303341 343,180 - -
Unearned premiums
Unearned premiums ace calculated on a time basis using the 24¢h. method.
Consolidated Company
2017 2016 2017 2016
At January 76,042 64,023 - -
Earned/uncarned premium during the year (3) 12,019 - -
Total Unearned Premiums 76,039 76,042 —- —

Qurstanding claims

Qutstanding cluims comprisc amounts outstanding in respect of claims arising from the underwriting of
the insurance contracts. The Directoss consider that the cartying amouat of the outstanding claims

approximate their faic value.

Consolidated Company
2017 2016 2017 2016
At January 78,781 34,692 - -
Additioas during the year 189,485 240,901 - -
Paymenrs (161,282 (216812 - -
Tatal Cutstanding clams 106,984 78781 - -
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34, Amounts due to related parties.

[

!."

Twezhi tezhi

Lilsewedy Electronic Zambia Limiced
Ministry of Finance

Other related parties

Zampalm

Consalidated Company
2017 2016 2017 2016
133,828 610,080 - -
100,065 - -
10,000 - 10,000 -
42,119
- - 8,784
1,286,012 610,680 18,784 -

The amoutts outstanding are unsecured and will be senled in cash. No guarantees have been given ot
received, No expense has been recognised in the year for bad or doubtful debts in respecr of the amounts
due from related parties. However, in the ptior year the entire balance due from Government had been

pravided for. These amouats are as a result of the wading activities of the Group.

Income tax expense

)

b

~

<

—

4

Charge for the year
income tax on taxable profit @33%

Deferred raxation

Reconciliation of the tax charge:

{Loss)/ profit befare taxation

Taxation at current 1aie on accounting profit
Adjustments for income on lower tax ratc
Adjustments for non-deductble expenses
Adjustments for Lax except income

Tax charge

Movement in taxation payable account

Ac the beginning of the year

Charge of the year

Payments made duzing the year
Current tax payable
Non-current asset

Payments made during the year
Deferred taxation

This represents:

Aceclerated tax allowances

Analysis of movement in deferced wx:
At the beginning of the year
Provision made dudng the year
Business acquisition

Other adjustments

Charge to Income statement

Arx the end of the year

Consolidated Company

2017 2016 2017 2016
15,201 142,030 14,046 21,171
- — - )
{750,663) {882,680 - 764
{735,464 {740,650 14,046 21,935
(2,997,953 917,384 31,172 61,933
(1,049,283 121,085 10,910 21,676
(17,226} (16,505} -
1,801,973 436,070 3,136 258
133464 740,650 14,6460 21,933
1,826,448 1817812 30,642 9,212
. 15201 140,030 - 21,171
(113493} (131,304) 217) -
1,728,154 1,820,448 30425 30,383
113,495 131,713 27 30,383
2567534 {2,537.55T) (263} 263
2,331,557 1,649,670 - (#69)
(8,976,829) 883,880 ; 764

1,509,842 5,007 -
(135464 - - :
(3,66:4.894) 2,537,357 - 195
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35 Income tax expense (continued)

Applicable wax rates

All secrors 35%
Listed Corporations 30%
Agriculeure 13%

36. Trade and other payables

Consolidated Company
2017 2016 2017 2016
T'rade creditors 8,835,683 5,072,304 2,384 86
Accrued expenses 2,509,948 2401364 215,249 2,387
Other payables 1,330,930 1,365,475 7,059 2,987
12,896,561 £8,839.143 223,392 5460
37 Share Capiral
Consolidated Company
31 December 31 December 31 December 31 December
2017 2016 2017 2016
K060 K000 K000 K000
Authorsed:
Ordinary shares of Kt each 20000 20,000 20,000 20,800
Shases issued and Fully paid
Beginning of the year 10,060 10,000 10,080 10000
At 31 December 2017 10,000 10000 0,000 10,000

As stated in note 8, on 27 August 2013, the Governmant of the Republic of Zambia transferred its shares in
some companies to IDC and an amount of ZMY15,496,548 000 was recogaised in capital reserve.
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38. Segmental reporting (continucd)

The totals presented for the group's operating scgments reconcile to the key financial figures as presented in its financial
statements as follows:

31 December 31 December
2017 2016
K000 K000
Revenues
Total reportable segment revenues 10,424,393 11,204,022
Other scgment revenues - )
Elunination of interscgment revenues (201,240) (173.308)
Group revenues 10,223,153 11,030,714
Segment expenses (12,320.873) o (13414474
Profic/ Qoss) 2,106,720 {2,383,760)
Total reportable segment operating loss
Change in fair value of investment property 17,990 6,252
Other income not allocated 1,105,182 2,116,841
Other expenses not allocated - -
Elimination of intersegment profits - 18,090
Operating (loss) 983,458 (182,577)
Share of profit from equity accounted investments 599,288 £292,327)
Share of profit from joint venture 235,124 151,073
Finance costs (700,761) (356,473)
Finance income 183,168 965,146
Other financial items - 832,543
Impair loss recognised 2549493 -
(Loss)/profit before tax (216221 12,385
39. Other Income
Consolidated Company
2017 2016 2017 2016
Treasury income 6,299 4,051 495 321
Rental income 41,211 1,738,250 - -
Bad debts recovered 1,408 - - -
Starage charges and other 1257117 173,033 - -
Proceeds from assert disposal 68,759 66,640 - -
Sundry Income 419,880 5,468 3,193 2,881
Commission income 325446 91,997 - -
Premium Incomes 3,320 3,276 - -
Other gains 6,647 3022 - -
Amortisation income 11,667 10,409 - -
Courier Services 80,600 8,641 - -
Govermnment grants 12,828 8,737 - -
Ligs182 2116024 = —_—
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40. Costof Materials

Divect Maintenance
Other Expenses
Eleciricity and water
Marcoals

41, Finance Income

lavestment income
Laterest on cash and cash equivalents
Totwl finance tincome

42, Financce costs

Borrowing costs on bank loans

£l

Consalidated Company
2017 2016 2017 2016
3,936,883 3,145,142 - -
639,286 516,102 - -
100,183 752,098 - -
318,993 453,127 - -
4,995,345 4.866,409 - :
180,913 965,140
2235 -
183,168 963,146
0,761 356,473 437 -
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43. Cash generated from operations

Consolidated Company
2017 2016 2017 2016

Profit before taxation (3.216,221) 917,383 3 61,934
Adjustments for:
Depreciation and impairments 4018709 507,151 2,696 1,622
Gains on disposals, scrappings and settlements of assers {51,283) - -
and habilitics
Gains on foreign exchange 102,329 {418,008} - -
Income from equisy accounted investments {599,288} - - -
Laterest income (183,168} - (2.419) B
Finance costs 700,761 - (437y -
Fair value gains (17,9903 - - -
Movements in provisions 97,357 - - -
Qther non-cash. items (379,495} 1,562,384 - -
Changes in working capital:
Iavenrories 311,096 (514,275) - -
Trade and other receivables (666,366) 596,675 (4,8006) (1,612)
Maovements in retisement benefus and liabiliues 4,759) 124,648 4,037 -
Trade and other payables 157,573 3,837,582 219,932 (2,072
Defeaed mcome {25,500) - - -
Loans to rejared pasties 123,21¢ 6,522
Amounts due from retaied partes (725497 (565,935) - -
Amounts due 1o related purties 675,332 467.012) (20.783) (10,567}

4.216.608 5.587.097 179411 49,295

44. Risk management Capital riskmanagement

‘The group's objectives when managiag capital are to safegunrd the group's ability to continuc asa going concern
in order o provide requrns for sharcholder and benefits for other stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

The capital steucture of the group consists of debr, which includes the borrowings (excluding derivative financial
liabilitics) disclosed in notes 12, 24, 23 & 22 cash and cash cquivalents disclosed in note 21, and cquity as
disclosed in the statement of financial position.

In order to maintin or adjust the capital structure, the group may adjust the amount of dividends paid w
sharcholder, return capital to sharcholder, issue aew shares or sell assets to reduce debt. Consistent with others
in the industry, the group monitors capital based on the gearing LRTO.

This ratia is caleulaed as aet debe divided by total eapital, Net debr is caleulated as totai borrowings (including

curreat and non- cument borrowings' as shown in the statcement of firancial position) less cash and cash
cquivalents. Total capicat is calculared as ‘equity’ as shown i the statement of financial position plus nerdebr.

There have been no changes o whar the eatity manages as capital, the suaregy for capital mainienance or
extemally imposed capital requirements from the previous year.

‘The geating ratio at 2017 and 2016 respectively were as follows:

Gearing ratic {72%%4) {67%) - -
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Carrying amounts for financial assets and liabilities
Liquidity risk 2017
At Fair value
Through profit
and loss

Financiai asscts

Other long term financial assets
Trade and other recetvables
Cash and cash equivaleats

Financial babilities
Borrowings

Finance leasc
Trade and other payables

Held for Heldwe Loans and
Trading Marturity  receivables
amortised
cost Total
467,433 - 462,453 462,433
. S 4305412 4505412
2453833 2,363,094 2451855
462,433 2,453,855 7.330.939 7421720
Consolidated Corapany
2017 2016 2017 2016
15,992,236 13,681,780 30,446 -
438 168,533 - -
12927989 8,839,143 225392 5,460
28921,183 24,689,456 253.838 3,460

The fair values of financial asscts and liabilidies, together with carrying amounts shown in the statement of

financial position ate as follows:

Financial assets 2016 Financial Held for Held to Loans and Total

assets atfair  Trading Marurity rcceivables

value Amorttized amortized

Through cost cost

profit and loss
Other long-rerm financial assets 529,057 1,663 70,224 769,915 1,423,859
Orther short-term financial assets - - - 335,790 333,790
Trade and other receivables - - 4,505,402 4,505,412
Cash and cash equivalents - - 2363094 2563094
329,057 54,663 70,224 8,174,211 8,828,135
Finaacial lizbilites . -

Borrowings - - - 13,681,780 15,681,780
Finance lease - - - 958 958
‘I'rade and other payables = - - 12,813,807 12815807
- - - 28,498,545 28,498 345

93




INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017
NOTES TO THE FINANCIAL STATEMENTS

Figures in Zambian Kwacha thansand

46. Fair value measurement

A number of the Group’s accountng palicies and disclosures require the measurement of fair
calues for both financial and non- financial assets and liabilities. The Group has an
cstablished control framework with respect to the measurement of faix values. This includes
a valuaton team that has overall responsibility for oversceing all significant falr value
measurements, including Level 3 fair values, and reports dircetdy 1o the Chief Financial
Officer. The valuation team regularly reviews significant unabservable inputs and valuatien
adjustmenrs. If third pacty information, such as broker quotes ot pricing services, 5 used 10
measure fair values, then the valuation team assesses the evideace obtained from the thied
parties to support the conclusion that such valuations meet the requirements of TFRS,
including the level in the fai value hicrarchy in which such valuations should be classificd,
Significant valuation issues ase reportedto the Group's Audit Commitiee.

Whea measuring the faix value of an asserora liability, the Group uscs observable macker datr
as far as possible, Fair values are categorised into different levels n a fair value hierarchy based
on the inputs used in the valuation techniques as follows:

= Level 1: quored prices (unadjusted) in acuve markets {or identical assets or
liabiivies

= Level 2 inpurs other than quoted prices included in Level 1 that are observable
for the asscior  liability, cither directly (e as prices) o indivecdy (e derived
from priccs).

*  Level 3: inpurs for the assct or liahilicy that age not based on observable market
data (unobservable inpus).

If the nputs used w measure the fair value of an assct or 4 Lubility fall into different levels
of the fair value hicrarchy, then the fair valoe measurement is categodised in its entrety in
the same level of the fair value hicrarchy as the lowest level inpur that is significant to the
eatire measurement. The Group recognises tansfers benween levels of the fair value
hicrarchy at the cad of the repordng period during which the change has occurred.

Further information about the assumptions made in measuring faic vaiues is incleded 1n
the following notes:

Note 3.8 - property plant and equipment; and

Note 3.15 - financial instruments.

47 Financial instruments

Risk Management framework

The Group’s board of directors has overall responsibilicy for the establishment and oversight
of the Group’s risk management ramework. The board of dizectors has established the audit
and risk commitece, which is responsible for developing aad monioring the Group’s tisk
managemesnt policies.

The commitee reports guanterly to the board of directors on irs activities. The Bonrd
provides writzen principles for overall risk management, as well as writien policies covering
specific areas such as foreign exchange risk, interest rate risk, credit risk and ron-derivative
financial instruments and investing excess liquidity.

Risk management policies and systems are reviewed regulatly to reflect changes in market
conditions aad the Group’s activities The group audit commitlee oversees how management
monitors complinnce with the Group’s risk management policies and procedurcs, and
reviews the adequacy of the risk mansgement framework in relation to the risks faced by the
Group. The group audit committee Is assisted in its oversight role by interaal audit. Internal
audit undesrakes both regulac aad ad hoc reviews of risk management coauols and
procedures, the results of which ace reported to the audit committee.
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47 Financial instruments (continucd)

The Group is exposed to a range of financial risks through its financial assets and funancial
liabilities. The most important components of this financial risk are inrerest rate risk, credic
risk, Hquidity risk and cash flow sisk. These risks are exposcd to general and specific market
MOvemenss.

Interest rate risk

‘The Group has exposure to both variable and fixed intecest rates on its barrowings. The arca
where the Group is exposed to intercst risk is where the vatiable rate benchmark such as
LIBOR, Zambian Treasury Bill rate, or the Bask of Zambia Policy rate may change. Group
AManagement periodically review ecanomic conditons relating to such variable benchmarks and
considers alternate debe structures where the oeed may arise.

Cash flow risk

The Group has exposure 1o the risk that future cash flows associated with monctary
financial instruments will fluctuate in amount.

The Group's interest rawe risk agises primaly from the interest received oa short term
deposits and interest paid on foating rate borrowings. This exposes the Group to cash fow
interest nsk.

Cash flow scnsitivity analysis of variable rare instrument

A teasonable possibic change of 100 basis points in interest rates at the reporting date would
have increased /{decreased) equity and profit or loss by the amounts shown below, This

analysis assumes that all other vaziables, in particular forciga currency exchange, remain
consang.

Group
Effect in thousands of Kwacha equity

Increase Decreasc
2017
Varinble rate nsteaments 3,464,185 (3,464,185)
Company
2017
Variable rate insttumests - -
The Group's investments in corpozate term deposits, all of which are fixed rate and are
measueed at amaortsed cost exposes the Group to cash flow tnicrest e risk. ‘The enure of
the invesuments is less than 1 year Ag 31 December 2017, an increase/ decrease of 100 basis

points would have resulted in a decrease/inceease in the Consolidated and seprrate post
profit aad equity of ZAW3.467billian.
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Financial instruments (continued)

Price risk

The Group is exposed to cquity securities price sisk because of investments in quoted and
unquoted. shares classificd as financial assets at far valne through profit or loss. To manage
frs price risk arising from investments inn equity and debt securities, the Group diversifies its
portfolio, i accordance with lmits st by the Group. Al quoted shares held by the Group
are traded on the Lusaka Securities Exchange.

At 31 December 2017, if the LUSE Iadex had increased/decreased by five percent with all
other vatiables held constant and all the Group's equity instruments maoved according 10 the
historical cosrclation to the index, consolidated profit or loss would have been ZAIW
25 6thousand (2016: ZMW82.9 thousand) higher/lower.

Credit risk

The Group has exposure to credit rsk, which 1s the risk that a counterpacty will be nable to
pay amounts i1 [ull when due. The acea where the Group is exposed to credit risk s amounts
duc from customers. The Group strctures the levels of credit risk it accepts by placing limits
en its exposute to the level of credit given to customers. Such risk is subject to an periodic or
morce frequent review,

Liquidity risk

The Group has exposure to significant liquidity risk, which is the risk that there may be inability
to sell financial assets quickly at close to their fair value, This is due ta the value of such assets
being matertal.

Liquidity nisk iy that the company might be unable to meet its obligations. The company
manages its liquidity needs by monitoring scheduled debt servicing payments for Jong term
Aaancial liabilities as well as forecast cash inflows and cutflows duc ta day-ta-day business. The
data used for analyzing these cash flows is consistent with that used in the contracuual
matacity analysis.

The following are the contractual maturities of financial assets and lizbilities as at 31

December 2017:

Conmactual  Carrying  Within 1year 1ta 2years 2 to 5 years
Cash flows  amount

DED 31 DECEMBER 2017

AfterSyears

I'rade receivables - 2.041,157 2041,157 - -
Other recenvables - 2,464,255 2,464,235 - -
Cash and cash - 2433 855 2.433.855 - -
cquivalenss

- 6,939.267 6,959,267 - -

Loaas 15,992,236 15,592,23¢ 3,624,904 6,240,280 6,127.023
Trade payables 12927990 12,927,990 12,927,990 -
Finance lease 797 297 391 = -

28921023 28921023 16553691 6,240,280 6,127023
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47 Financial instruments (continued)

Financial Assets

Contractual Carrying Within 1ycar 1to2years 21to5years AfterSycars

Cush flows amount

Non-derivative

Financial instruments 603,054 603,054 24973 60,872 39,042 529,057
Trade receivables 2,041,157 2,041,157 2,041,157 - - -
Othec receivables 2.464,233 2,464,255 2464,235 - - -
Cash and cash cquivalents 2453.855 2,563,094 2,563,094 - - -
7,562,321 7,671,560 1093479 60,872 39,042 329,037
Financial I_iabilities Contractual Carrying  Withinlyear 1t 2yenss 2tadyears A frer3 years

Cash flows anount
Non-derivalive . 3 ; : . .
Loans 15,992 236 15,992,236 3,624 904 3,527,753 5,719,439 3,120,140
Trade payables 9,108,472 9,108,472 9,108,472 - - -
Other payables 3,819,518 3,819,518 3,819,518 - - -
Finance lease 938 958 958 - - 938

28921,184 28,921,184 16,553,852 3527753 5719439 3,121.098

Consolidated Company
2017 2016 2017 2016
(i) Exposure to currency risk 2017
Trade and other receivables 4505412 11,019,739 - -
Trade and other payables (12927990) (13012051 - -
Net exposure (8422,578) (1992312 —— — =
(iif) Credit risk analysis
Classes of financial assets-carrying amounts
Listed equity securitics 51,364 34,603 - -
Money marker funds - 70,224 31,453 10,324
Cash and cash equivalenis 2.563,094 2,331,816 24,572 1,812
Trade and other receivables 4,305,412 8467511 6,479 1,673
7.119.870 10924214 52,504 14,009
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49

Capital management policies and procedures.

Capital Management
The Group's objectve when managing capital is to safeguard the Group’s ability to continue as 2 going concern 50
that it can continue to provide returns for shareholders and benefits for other stakeholders.

The Group sets the amount of capital (o proportion to its overall financing steuctire. The Group manages the capital
strucrare and makes adjustments to &t @ the light of the cconomic conditions and the risk characteristics of the
underlying asscts. In order to mainmin or adjust the capital strucrure, the Group may make adjusiments such as issue
new shares or sell assets o reduce debe

Generally, the Group has established an enterprise risk management system (o clevate risk management to a strategic
level in order to increase pedformance stability, build confidence of investment partners and strkehalders, foster good
corporate governance and adapt and respond to changing business eavironment,

Consolidated Campany

2017 2016 2017 2016
Total equity 34,641,850 19,844,935 15,800,343 13,768,746
Cash and cash equivalents 24533835 2,331,816 24572 1812
Tortal capital 37,095,705 21,083,651 15,830,915 15,770,558
Borrowings {15,992236)  (15348519) (30,446} -
Overall financing 21,103,469 6.828232 13800469 13770558
Capiral-to-overall financing ratio 43% 3% 0.20% Ya

Related party transactions

a) Parent and ultimate contralling party

The Group is coutrolled by the Government of the Republic of Zambia through the Minisuy of Finance
(17.2%) which owns 5 total of 100% of the Company’s shares.

b) Related party transactions

® Key management personnel compensation
Group
Consolidated Caompany
2017 2016 2017 2016
Saltartes and ather shott-term
employment benefits 120,781 106,702 17,340 7396
Dircctors’ fees 12,277 13,692 - -
-A30.058 120394 12,340 1,336
Post-employment benefir e 2431 4707 - -

Key management compensation relates to directors and the management commitree.

98



50

51

INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
CONSOLIDATED FINANCIAL STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

Commitments

Capital expenditure authorised by the Board of directors at the reposting date but not yer contracted for is as

follows:
Consolidated Campanv
2017 2016 2017 2016
Property, plant and cquipment 8,678,592 6,719.209 — —
Contingent liabilities
(D The National Pension Scheme Auathority (NAPSA) made an assessment of penalties from the year 2000

to 2008 for uaderpayment of conuibutions as result of an crror by Ndola Lime Company in the mode
of calculation used ta arcive at the contibution. The rotal claim by NAPSA is K27 millioa and K17
million has been included as & Habiliy. A remainiog amount of K10 millicu has not been included as a
liability beeause Ndala Lime Company Limited obtained a legal opinion from its lawyers who advised that
it was unlikely that NAPSA wauld enforce the liubility given the facts of the case. NAPSA lhas not made

any subsequent claims for the assessment feom 31 Macch 2014 to the date of the financial statements.

) A Value Added Tax (VAT) amourt per the subsidiary Ndola Lime Compaay Limited was less by K8
million, compared to the VAT amount per the Zambia Revenuc Authority (ZRA) statement The

differences noted have not been agreed or reconciled with the Zambia Revenue Authority

(i)  Chambishi Metals rights issue In May 2005, the Board of Directors of Chambishi Metals Ple resolved 10
undertake a cights issue of 23,000,000 new shares at pac value of US$1 per share. ZCCM-TH was offered
2,500,000 ordinary shares at a pac value of US$1 representing 10% of the sharcholding of the new shares
(0 be issued. The ZCCMIFL subscription was converted Into deferred loan for 10 years to be sexviced by
dividend paymernts when due from Chambishi Metals Ple. The loan carries interest az LIBOR + 3%,
During the 10 years period to May 2015 no dividends were paid by Chambishi Metals Ple in order to
cnable ZCCM-IH service the loan in accordance with the resolution, ZCCM-IF has determined that in

the absence of dividends from the Company it has no present obligation to setele the loan. Fuether,

based

on profit and cash flow forecasts made available to the directors of ZCCM-IL, iv is ualikely that
Chambishi Meeals will have sufficieat distributable profits from which to pay dividends for the
foresceable fusure, Therefore, the toml amount of USS 3.7 million made up of principal USS2.3million

plus interest of USSt.Zmidlion has not been recogaised n thesc financial staterments.
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52.

Contingent liabilitics (continued)

iv) ZCCM-IH, being a co-owner of Manmba Collierics Limited QMaamba) with Nava Bharar (Singapore)

v)

PTE Ltd (NDS), was, during the year, required to contribute USS9.75 millian in forn of a sharcholder
loan towards Masmba's Base Project Equity according to its sharcholding ratio of 33%. However,
NBS$ contributed the whole amount including the U839, 75million share for ZCCAM-TFL As a resulg,
was resolved thar ZCCAM-1H cefunds NBS, inrerest free, the excess contsibutian of US$9.75 million
paid by NBS in the following mannec:

a)  $1.23 million by way of interest payment duc to ZCCM-TH from Maamba ovn the infual

outstanding sharcholder loan as at 31 May 2015, which should instead be paid by Maamba ro
NBS tawards part repayment of the excess contribution of £559.75 million.

b) The balance of U558.52 million should be paid by Maamba NBS from future dividends  of

AMaamba, payabke ZCCAM-TH. The USS1.23 million was paid. However, no dividends were
reccived from Maamba during the year and hence USS8.52 million was still owestanding as at 31
March 2017,

Guarantees

a) Ndola Lime SBSA Loans The loan of USD1Y, 751,677 (K190 million) duc to Standard Baok of
South Africa (SBSA) by the subsidiary Ndola Lime is guaranseed by ZCCA-IH. The loan has a
careying interest of 4.76% per annum and is repayable in 42 months with interest and puncipal
payable quarterty, In case of loan recall by SBSA or failure by Ndola Lime to meer the
obligation, ZCCM-TH will be obligared to settle the loan.

6)  Maantba Letter of Credit

ZCCH-IH has USSB.5 million fetter of credit pliced with Standard Chartered Bank on behalf
of Aaamba Collicries Limited MCL) as collateral for che obligntons of ZCCM-IHE under the
Sponsor Support Agreement (SS3) in case of MCL Project Cost overrun or MCL is vanble to
meet opeeational costs prior to the Financial Completion Date, ther ZCCNM-TH will be
abligated 10 meet these costs subject 0 the cap of USS 25 million in che ratio of the
shkarcholding.

Events after the reporting date

a)

Impact of outbreak of COVID-19

On 30 [anuary 2020, the World Health Organisation announced the outbreak of COVID-19 as a
world health emergency of internatonal concern, and on March 11 2020 the outbreak was
classificd ss a globa! pandemic. The outbreak of COVID-19 and the subsequent measures
impaosed by various Governments in an atierapt to contain the spreag of the vicus, including travel
cestrictions, social distancing mecasures and enforced lockdowns have caused diszuption to
business and economic activity in the country.

Outcomes ranging from successful vitns continment with a short-term economic impact, 10 2
prolonged global contagion resulting in a potential local or global recession are possible. At the
same time, there are 2 number of policy and fiscal responses emergiag acsoss the giobe intended 10
mitigate potentisl negative economic impicts. The group is monttoring the COVID-19 outbreak
developments closely. The group follows guidance from the World Health Organisation and
abides by the requirements as activated by local goverments. Contingency plans have been
implemented as far as possible o ridgate the potential advance of the group s employees and
operations,
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Events after the reporting date {continued)
Impact of outbreak of COVID-19 (continued)

As the cvents asising as a result of the government inteeventions in response to COVID-19 pandemic
only occuzred after reposting date the company considers this 1o be a non-adjusting post balance sheer
event and accordingly the financial effects resulting from the impacr of COVID-19 have nor heen
teflected in the group’s financial statements. As the situation remains fluid and rapidly evolving (due
to continuing changes in government policy and evolving business and custonter reactions thereto) as
at the date these financial statements are authoxsed for issue, the directors of the group considered
that the fnancial effects of COVID-19 on the Company’s financial staterments cannot be reasonably
cstimated. Nevertheless, the economic effecrs arising from the COVID-19 outbreak are expected o
affect the resuits of the group for the year 2020,

The notable in impact of the COVID-19 pandemic has been the general slowing down of cconomic
activities due to travel cestriction resulting, depressed commodity prices and lower than projected GDP
across the global. From the initinl projected growth of 3.2% to -1%. Copper prices declined by 23% w0
U'5$4,754 per metric wn in March 2020 from USS6,165 per metric ton in Jaauary 2020 but prices have
recovered and now wading above pre-pandemic levels. As of 20 November 2020, copper was trading
at above US $7000.00 or 14.4% increase on 4 year to date basis. The Directors ate monitoring this
development in order to assess the potential impact on the group mining interests.

Electricity Supply (ZESCO)

Duting the year 2019 the Encrgy Regulation Board approved the cariff applicaton with an average
(ariff increase of 113% oa domestic customers which was cffected on | January 2020, The wdff
increase is meant to assist ZESCQ our largest subsidinry to meer the sising cost of marerials for
maintenance of plant and to support the capital investment projects ZESCO has embarked on.
Further, the Cost-of-Service stady was lnmched and is expected to be completed by fourth quaster of
202). The Cost-of-Service study witl result in determining cost reflectve tariffs across all customer
CRICZOIICS.

One of the major Bulk Supply Agreements (BSA)s that ZESCO had with key customet expired on 31
March 2020.

The water levels ar [tezhi Tozhi Dam and Kaziba North Bank Power staiions are projecied 1o increase
significandy by mid-yeas of 2020. This is based on the cusent water wmflows monitored by
Hydrological department from Kafae and Zambezi Rivers which feeds into the respective Dams.

Valuations of investments

The 31 December 2018 valuation of the group’s investment in subsidiarics, associates, and financial
assets at fair value through profit or lass resulted in & gain of K4billion which compensated {or the
valuation of 2019, whose outcome was impacted by the uncertainty atising from supply chain and
macket discuptions. This acknowledgement daes not invalidate the valuations as at the reporziag dare
but does imply increased uncestainty than under normal market conditions. In view of the uncertainty,
sensitivity analysis has been incorporated on the valuation of the investments.

Ndola Lime Company Limited

In September 2018, Two (2) former employees of Ndola Lime Company Limited (WLC) a subsidiary
of ZCCAM-IM instiuted business tescue proceedings in the Lusaka High Count pussuant to the
Corporate Insoleency Ace No. 9 of 2017. By order of the Coust dated 5th October 2018, the Official
Receiver was appointed as interim Business Adminisurator of NLC. Subsequently, ZCCM-1H
commenced the process of resteucraring NLC with a view to address the debe burdea znd opumize s
operations. The restructuring process invaives the settlement of NLC's creditos through a Court
Oxder and subsequent teansfer of NLC’s corc assets w 2 newly incorporated company, Limestone
Resources Limited.
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Events after the reporting date (continued)

Zambia Gold Limited ("Zambia Gold”)

Subscquent to the reporting daze, Zambin Gold was incorporated on 10 jaauary 2020, Zambia
Gold has been incorporated to speathend and manage gold mining activides in Zambia. Tts
activitics include but are not limited to gold cxploraton, mining, processing, marketing, and
value additian. Zambia Gold is owned 51% by ZCCM-IH and 49% by the Government of the
Republic of Zambia through the Minister of Finance. On 19 May 2020, the Minister of {inance
gave the Industrial Development Cosporation Power of attomney to do all things permissible 1o
he done by the Sharcholder with tespect to the 49% shares held by the Minister of Finance i
the Company. Zambia Gold provides an opportuaity for the group o expand its activities in the
mining sector and connibute positively 1o the Zambian cconomy.

Consolidated Gold Company of Zambia Limited

Ou 23 December 2019, ZCCM-TH was granted approval to enter a Jomnt Venturz pactnership
with Karma Mining Services and Rural Development Company (“Karma”) under Consolidared
Gold Company of Zambia Limited (CGZ), which was incorporated oa 10 February 2020. The
primary objective of CGZ is to develop a gold processing and trading operation in Zambia. The
main source of the gold orc is from Artisanal and Small-Scale Gold Miners, CGZ is owned 43%
by ZCCM-TH and 55% by Karma.

Zampalm Limited

As at the reporting datc Zampalin was st acquisition stage and subsequently the ACQUISILON Was
complered giving the Industial Development Corporation 90% sharcholding, As part of the
acquisition agrecment Zampalm was going to be operated by Zambecf under a three (3) yeax
Management Contract. Prior to expiry of the Management Conwact on 5 September 2020, the
Industrinl Development Cormoration expressed its intention for non- repewal of the
Management Contract. The decision emanated from the shareholder’s desire to see Zampan
grow out of its project stage and develop into an independent enuty with the management warm
driving the company’s suategic direction going forth,

Divestitures

In the year 2018, IDC divested jts interest in Nanga farms and Afrox Zambia Limited which
were included in the financial statements for the year ended 31 December 2017 at valuation of
ZANW21.453million and ZMW3(.743million, respectively.

Medical Stores Limited

On 3% February 2021, the IDC divested its inerest in Medical Stares Limited, {ollowing the
coming into operation of the Order of the Zambia Medicines and Medieal Supplies Ageocy Act
of 2019. The operation of Medical Stores Limited ceased on 3+ February 2021.

Suategic plan 2021-2025

Tn its meedag of 3 December 2020, the Board of Directors of the Industrial Development
Corporation approved the second Steategic plan for the period 2021-2025 which also
resulted in segmenting the two business directorates of Invesrment and Porcfolio o &)
Menufacturing, Mining and Agribusiness, 2} Encrgy and lofrastructure and 3) Services w©
enhance focus and deployment of relevant skillset to achieve the key business scgments of
the IDC. The Portfolio department has been realigned to place cophasis on subsidiacy
transformation and a dedicated department has been set up effective 1 Jasuary 2021 1o
underscore wansformation efforts of the group for maximum impact.

Qverall

There have been so other material facts ot circumstances that have occurred berween the
teporting date and the date of these consolidared fnancial statements that require
disclosure 1 or adjustment to the cansolidated financial statements.
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