 ZEITI Reconciliation report for the year 2011

1. CONTEXTUAL INFORMTION ON THE EXTRACTIVE INDUSTRY

1.1 Oil and Gas Sector 

6.1.1
Oil and gas sector review 

Zambia is richly endowed with mineral resources and is one the largest producer and exporter of copper in Africa. However it has also been increasingly engaged in a quest for its petroleum reserves. Zambia started embracing this vision in the early 1970’s as a result of the rise in price of crude oil on the international markets, the dwindling revenue from the country’s copper exports.

Historically, the country has had major two major exploration programmes led by the Mobil and Placid Oil undertaken between 1986 and 1991 within the Luangwa and Zambezi Rift Valley systems. Two wild cat drill holes were drilled during the exploration programmes by Placid in the Lunagwa rift valley but no oil was intercepted.

 The oil and gas potential is too high because the exploration programme was not conclusive, therefore, the Ministry of Mines through the Geaological Survey Department recently conducted exploration work for petroleum covering the whole country into petroleum blocks. In 2011, 2013 and 2016 the government through the Ministry of Mines and Minerals Development granted petroleum exploration licences to various companies through bidding process.
The Zambian government issued an international tender for oil exploration in 40 blocs in the country's 10 provinces, inviting tenders for explorations of oil and gas.

The Minister of Mines and Minerals Development Christopher Yaluma confirmed that the issued samples collected in 2007 confirmed traces of oil hence the government's decision to issue international tenders for companies to explore for oil in the 40 blocs.

The minister confirmed that proposals from investors in Uganda, Kenya, Ghana and other countries have been received. 

The invitation of international bids for the exploration of oil and gas was in accordance with the country's Petroleum Act of 2008.

(Source: Xinhua   2016-03-31)

6.1.2 Legal Framework 

The fundamental law governing upstream activities is the Petroleum (exploration and production) Act of 2008. The key regulators include the Minister for Mines, the Petroleum Committee, the Petroleum Technical Committee and the Hydrocarbon Unit / Geological Survey Department. The main regulator is the Minister of Mines and Mineral Development, who is also the issuing authority of all petroleum rights under the Act. Despite wielding considerable power, the Minister of Mines and Mineral Development cannot act without coordinated input from other regulators. For instance, the Minister may not approve the grant or renewal of petroleum rights without first referring the matter to the Technical Committee for scrutiny. Similarly, the Technical Committee is tasked with making recommendations to the Petroleum Committee. Without the approval of the Petroleum Committee, the Minister may not act.

6.1.3 Fiscal Regime

The Zambian government obtains revenue from exploration companies operating in the gas and oil industry through annual area charges and petroleum exploration licence fees. 

Taxation in Zambia is governed by the Income Tax Act, Customs and Excise Act
, the Property Transfer Tax Act and the Value Added Tax Act and other related legislation. Under the Income Tax Act, corporate tax on companies holding petroleum development and production licences is charged at 35% per annum. In addition, 15% withholding tax is charged on rentals, bank interest, dividends, and management and consultancy fees. 

Other fees which which exploration licence holders remit to the government are;
1. Application fees for the petroleum exploration licence and its renewal;

2. Fees for inspection of register
3. Fee for data package
4. Fee for bidding document
The Zambian petroleum regime is structured as a royalty tax or ‘concession’ system rather than as a production sharing regime, with the rights and obligations of licenses governed principally by the terms and conditions of the licence, and the legislation listed above.
After implementation of the 2008 Act, it was realised that the Act had inadequancies which needed to be addressed before any commercial discovery is made. Therefore an effort to strengthen the regulatory and institutional frameworks, the government in 2013 engaged a concultant to assist with the review of the Act and regulations.
The review indicated that there were some gaps in the Act which include among others the unclear mode for Government participation in the sector, lack of clarity of the fiscal regime, and clear licensing system for blocks reserved for Government.
6.1.4 Field Developing Extraction Activities - Licensing Rounds

In May 2013, the Government of the Republic of Zambia through the Ministry of Mines  and Minerals Development in accordance with Section 9 of the Petroleum (Exploration and Production) Act No.10 of 2008, invited bids for the Petroleum (Oil and Gas) Exploration Licences in thirty-one (31) blocks, in Luapula, Northern, North Western, Western, Eastern and Southern Provinces of Zambia. 
The tendering process was formulated by the Petroleum Technical Committee with guidance from the Ministry of Justice and Zambia Public Procurement Authority. This Committee was constituted under section 91(1) of the Petroleum (Exploration and Production) Act 2008 of the laws of Zambia. 
6.1.5 Overview of Licensees in the Oil and Gas Sector
In 2015 after reviewing the licences,basing on performance, 10 licences were retained.
	Petroleum Companies
	Blocks Awarded

	ZCCM Investment Holding Plc
	1

	Barotse Petroleum Compnay Ltd
	20-21

	Mfula Energy Limited
	                                                        32

	Rift Petroleum
	40-41

	Troisade Energy 
	8

	Metoprosol / Frontier
	34

	Swala Energy
	44

	Surestream 
	42

	Tullow Zambia  BV Limited
	31

	Sargas oil Limited
	54


6.2 Mining Sector

6.2.1
 Mining Sector Overview 
Performance of mining companies

In the case of Zambia, real GDP growth slowed down to 3.2% in 2015 from 5.0% in 2014. Growth was mainly constrained by the electricity supply deficit, weak international copper prices, and high production  costs  associated  with the  increase  in  fuel  prices  and  the sharp  depreciation  of  the  Kwacha.  The average price of copper fell to US $5,510.5 per metric tonne in 2015 from US $6,883.4 per metric tonnes in 2014. Declining  demand  particularly  for  metals, strengthening  of  the  US  dollar  and higher  US  interest  rates  contributed  to  the  fall  in  commodity  prices. In Zambia, annual average  inflation  rose  to  10.1%  in  2015  from  7.8%  in  2014.  The  end-period  inflation  accelerated  to  21.1% in  December  2015  from  7.9%  in  December  2014.
Sub-Saharan Africa Economies

The  SSA  region  grew  by  3.5%  in  2015,  down  from  5.0%  in  2014,  mainly due  to  a  continued  fall  in commodity  prices. In  addition,  a  strong  US dollar and  the  slowdown  in  the  Chinese economy continued  to  depress  foreign  direct  investment  flow  to  SSA.  Weak  economic  performance  in  South Africa,  the  region's  second  largest  economy  and  one  of  Zambia's  major trading  partners,  also  contributed to weaker growth in the region.
Analysis of GDP within the SAHARA REGION

	Countries 
	2013
	2014
	2015

	Angola
	6.8
	4.8
	3.5

	Kenya
	5.7
	5.3
	6.5

	Nigeria
	5.4
	6.3
	4.0

	South Africa
	2.2
	1.5
	1.4

	Tanzania
	7.3
	7.0
	6.9

	Uganda
	3.9
	4.8
	5.2

	Zambia
	6.7
	4.9
	3.2

	Sub-Saharan Africa
	5.2
	5.0
	3.5

	
	
	
	

	
	
	
	


Analysis of movement in percentage mining and quarrying (Zambia)

	2013
	2014
	2015

	   3.6
	-2.2
	0.3


Almost all commodity prices  trended  downwards  in  2015. Declining demand particularly for metals, strengthening of the US dollar and higher US interest rates were  the  major  drivers.  The price of copper decreased to  US  $5,510.50  per  metric tonne from US $6,883.40 per metric tonne (mt.). 
Foreign  Exchange  Market

The foreign  exchange  market  was characterised  by high volatility in  2015 due to  both international and domestic  factors.  These  factors  included  lower  copper  prices  attributed  to  the    slowdown  in  China, uncertainty over the performance of the mining sector (with  Glencore scaling down its  operations at Mopani).

Copper and cobalt are the key minerals produced in Zambia. The mining industry engages in the production of gold, emerald and lime. The Copperbelt and North-Western provinces have abundant copper and cobalt deposits and are the main focus of mining activities.

Since 1900, when world copper production was less than 500 thousand tonnes, world copper mine production has grown by 3.2% per year to 18.7 million tonnes in 2014. Preliminary figures indicate that global copper mine production in 2014 reached 18.7 million tonnes. The largest producer of mined copper was Chile (almost 5.8 million tonnes).  Zambia was ranked 2nd in Africa (D.R Congo taking 1st position) and 8th largest world   copper producer in 2014.  Kansanshi Mining Plc, the biggest copper producer in Zambia is ranked 13th among the world top 20 copper producers by capacity in 2015.  In 2015 Zambia’s copper production as reported by the major mines was 710,860 metric tonnes . Zambia is also a significant producer of semiprecious gemstones(The largest mine being Kagem Mining Limited). With several expected expansion plans forthcoming, Zambia is viewed as a key growth area for copper production which is likely to rank the country within the top 5 copper producers globally going forward.

6 .2 (a) ONGOING PROJECTS BY MINING COMPANIES
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6.2.2 Main Exploration and Prospecting activities 

(i) Copper and Cobalt Mining Prospects

The joint venture of Seringa Mining Ltd and Katanga Resources Ltd. began with the construction of a small heap-leach facility at the Mkushi copper project. In 2012, copper ore was loaded on a small heap-leach pad at the Mkushi copper project and a sulfuric acid leach was started. (RTG Mining Inc., 2013, p. 2–3).

A number of cobalt and copper development and exploration projects in Zambia were ongoing. In 2012, Blackthorn Resources Ltd. of Australia completed a scoping study of the development of the Kitumba prospect as an open pit mine. Blackthorn also completed a drill programme of about 14,000 m at the Mumbwa project, which included 19 holes at the Kitumba prospect and 3 holes at the Kakozhi prospect (Blackthorn Resources Ltd., 2013a, p. 5; 2013b, p. 6).

Caledonia Mining Corporation of Canada completed a 20-hole 10,903-m diamond drill programme on the Nama cobalt and copper prospect in the Chililabombwe/Solwezi District in the north of Zambia. In 2012, Caledonia announced that it had reached an agreement with the Ministry of Mines  and Minerals Development to start cobalt mining at Nama, to submit a feasibility study and programme of operations for copper production, and to submit an updated estimate of the Nama project’s copper-sulphide mineral reserves and resources by 30 June 2013. Caledonia planned to mine and mill about 30,000 metric tons per month of ore initially, and to produce cobalt oxide concentrate. Caledonia also agreed to begin copper production in early 2015 (Caledonia Mining Corp., 2013, p. 18–19).

(ii) Manganese Prospects

Manganese ore is produced primarily by small-scale operations near Mansa in Luapula Province and Mkushi in Central Province. Kaboko Mining Ltd. continued exploration at the Emmanuel project, which included the Brunelli prospect, the Chowa Mine prospect, and the Kapumba prospect; the Kanona project; and the Northern Manganese project (formerly the Peco project) near Mansa. The Zamanco Minerals Ltd. of Australia (formerly Atticus Resources Ltd.) completed the acquisition of Zamanco Holdings Ltd. of Mauritius, which held interest in two Zambian companies—Zamanco Minerals Ltd. (100% equity interest) and Zamanone Mining Ltd. (75% interest). In 2013, Zamanco continued work on the Serenje manganese project.

(iii) Uranium Mining Prospects

In Zambia, uranium deposits are available in various geological environments. Uranium oxide 
(UO) production in Zambia has been limited to only 120,000 kilogram’s, from the Nkana mine from 1957–59. Since then, many companies have carried out explorations, focusing on potential mineralisation in Karoo Age sediments, the Copperbelt and the Domes region of the North Western Province
.
In 2011, Denison Mines Zambia Ltd., which is a subsidiary of Denison Mines Corp. of Canada, completed a 9,600-m drill program on the Dimbwe East prospect of the Mutanga project. Mutanga mineral resource estimates as of 12 September 2013 are about 41.4 Mlb U3 O8 in measured, indicated and inferred
.
(iv) Coal Mining Prospects

Sinazongwe coal project African Energy Resources Ltd. of Australia reported the occurrence of coal in water wells in the Kariba Valley. In January 2012, African Energy completed a 9-hole 1,691-m diamond drill programme to evaluate the coal occurrence (African Energy Resources Ltd., 2012, p. 6)
.

Re-commissioning of Maamba mine In 2009, Singapore’s Nava Bharat Pte acquired a 65% share in Maamba Collieries — Zambia’s largest coal producer. In 2011, Nava Bharat established a plan to start the construction of a 300MW coal-fired power plant in Zambia, to be completed by 2014. The investment for the first phase of the project — a new coal mine and the power plant — was projected to be around US$750 million. The new mine is expected to produce 360,000 metric tons of coal in its first year of operation, and is expected to reach a maximum output capacity of 2 million metric tons of coal per year. 

(v) Gold Prospects

Luiri Hill gold project, Luiri Gold Ltd. of Australia completed a scoping study for the development of the Dunrobin prospect and started a scoping study for the development of the Matala prospect. Luiri Gold also announced an initial measured resource estimate for the Dunrobin prospect of 978,000 mt of ore at a grade of 2.6 grams per metric ton (g/t) gold and indicated and inferred resources of 1.8 Mt of ore at a grade of 1.9 g/t gold (1 g/t cut-off grade) (Luiri Gold Ltd., 2012a, b).

6.2.3  Legal Framework

The Ministry of Mines and Mineral Development responsible for enacting legislations for the mining sector in Zambia. The Mines and Minerals Act (1995) enacted by the Zambian government simplified licensing procedures significantly, placed minimum reasonable constraints on prospecting and mining activities and created a favourable investment environment. At the same time, the act allowed international arbitration to be written into development agreements, if deemed necessary.

In 2008, this Act was replaced by the Mines and Minerals Development Act 2008, which ruled that no special agreements should be entered into by the government for the development of large-scale mining licenses and annulled the development agreements concluded under the previous Act.

Mining companies now operate under a common legislative framework regulated primarily by Act No. 7 of 2008 (the Mines and Mineral Development Act of 2008). Uranium exploration and mining are regulated by the Mines and Minerals Development (Prospecting, Mining and Milling of Uranium Ores and Other Radioactive Mineral Ores) Regulations of 2008.

On 22 December 2014, the Act was amended on Mines and Minerals Development (Amendment) Act [No. 11 of 2015] and became effective 14th August 2015
.  A new act was further amended on Mines and Minerals Development (Amendment) Act [No. 14 of 2016 419] introduced and became effective on 1st June 2016.
Investment in most types of mineral operations are covered by the Zambia Development Agency Act of 2006, although minerals produced for the construction industry, such as clay, sand, and most types of stone, are excluded. The government policy does not participate in exploration or other mining activities, or in any shareholding activity other than in a regulatory and promotional role. The right to explore or produce minerals is authorized by a license granted under the Mines and Minerals Act.

6.2.4 Mining Sector Contribution in the Economy 

During 2015, the mining sector remained the country’s major productive industry with very high contribution in exports and government revenue but progressively lower contribution in investment, GDP and employments as described below.

(i) Foreign Direct Investment (FDI)

According to the information from the Zambia Chamber of Mines Since the early 2000s to date, the mining sector has attracted investment in excess of USD 13.13 billion.  Below are the amounts spent on major investment projects from 2000 to date according to information received from the Zambia Chamber of Mines.
	Company
	Kalumbila 
	Kansanshi
	Konkola
	Lumwana
	Lubambe 
	Mopani 
	Total investment

	Amount Invested
	US$2.23bn 
	US$ 2.51 bn 
	US $ 2.93 bn 
	US $2.10 bn
	US $0.71 bn 
	US$ 2.62 bn 
	US$ 13.1 bn


(Source; Zambia Chamber of Mines)
Zambia has an estimated known copper reserve in excess of 1.02 Billion metric tonnes of ore.

6(a) THE RELATIONSHIP BETWEEN ZAMBIA’S MINING TAX REGIME AND INVESTMENT 
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Souce: (Chamber of mines)

Zambia still has an exceptionally high level of macro-economic dependence on mining by international standards. Compared to other countries, mining makes an unusually large contribution to total national investment and to total foreign direct investment. declined further to 1.05% in 2015. 
The mining sector investments pledges over the past three years are detailed as follow:
	
	2013
(US $billion)
	2014
(US $billion)
	2015
(US $billion)

	Investment pledges from mining sector
	0.123
	0.078
	0.035

	Total of Sectors 
	         3.588
	4.864
	3.307

	% contribution of mining sector to the investment
	3.4%
	1.6%
	1.05%


(Source: Bank of Zambia, 2015 Annual Report) 

6(b) GRAPHICAL PRESENTATION OF THE TREND IN PRODUCTION FOR THE NINE (9) MONTHS PERIOD FROM 2014 TO 2016
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Souce: (Chamber of mines)

(i) Employment  
6(C) EMPLOYMENT ANALYSIS 2015 AND 2016
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Souce: (Chamber of mines)
The information from the Bank of Zambia Annual report regarding pledged investments and jobs in mining is also summarised below and show a very low contribution of the mining sector towards direct employment;
	 
	2013
	 
	2014
	 
	2015
	 

	Sector
	Investment  pledges US$ billion 
	Jobs
	Investment  pledges US$ billion
	Jobs
	 Investment  pledges US billion
	Jobs

	Mining sector
	              0.123   
	               684   
	0.078
	1,670
	0.035
	1,030                 

	Total all sectors
	             3.588  
	            18,546   
	4.864
	42,602
	            3.307
	19,203              

	Mining percentage of  total sector
	3.4%
	3.7%
	1.6%
	3.9%
	1.05%
	                5.4%


(Source; 2015 Bank of Zambia Annual Report)
Below are the employment statistics for the large mining and cement companies.

(Source: Zambia Chamber of Mines, 2015)

Monitoring Mining and Mineral Value Chain from exploration to exportation

The Mineral Value Monitoring Project (MVCMP) is a project aimed at monitoring of the mining and mineral value chain from extraction to exportation. Its primary task is to design and implement a multi-purpose and multi-stakeholder scheme for the purpose of monitoring Zambia’s mineral resources throughout the value chain. The Ministry of Finance and the Norwegian Government signed a financing agreement for the project in October 2014.

The MVCMP was necessitated as a result of low rate in the revenue collections.

One of the reasons for low rate in the revenue collections is that the current mining production reporting system is highly manual and mining companies have been on self-reporting system and mode.

The Government of the Republic of Zambia, through the Ministry of Finance, therefore, tasked the Zambia Revenue Authority (ZRA) to spearhead the implementation of the Mineral Value Chain Monitoring Project (MVCMP) whose objectives include:
· Review the mechanisms for the monitoring of the mining and mineral value chain from exploration to exportation;

· develop and implement the mechanisms for monitoring and facilitating the movement of the minerals   with and out of Zambia; and
· Institutionalize the framework in other Government Institutions and Agencies through effective change management. 

The other leading institution in the implementation of the MVCMP is the Ministry of Mines and Minerals Development (MMMD) as owner and user of the mineral production monitoring system. Other key implementing institutions include the Zambia Bureau of Standards (ZABS), Central Statistical Office (CSO), Road Development Agency (RDA), Road Transport and Safety Agency (RTSA), Patents and Companies Registration Authority (PACRA).
The MVCMP’s primary task is to design and implement a multi-purpose and multi-stakeholder scheme for the purpose of monitoring Zambia’s mineral resources throughout the value chain. 
Below are the highlights of the project progress to date;
· Baseline survey of the mining sector.
· Memorandum of understanding signed among the key implementing institutions and agencies.
· Preliminary User Requirements and Technical Specifications documents developed by the Project team.
· A team of local system developers has been established, as part of the ICT workgroup, to develop the framework with technical assistance from the United Nations Conference on Trade and Development (UNCTAD).
· First prototype of the mines electronic reporting system developed, piloting on three (3) mining houses. 
· Development of the export permit issuance module and other modules in progress.
· ICT equipment for the servers to host the system procured, installation is in progress.
· Roll-out of the main parts of the system targeted for early Q4 2016. 
· Handheld mobile mineral analysers (XRF Mineral Analysers) procured and distributed to various boarder stations for mineral content verifications.
· Procurement of laboratory equipment for the stationery laboratories in progress.
Forecast of key next milestones are:

	Development of MOSES 
	 November 2016 
	  

	Delivery and installation of ICT hardware 
	April 2016 
	MVCMP 

	System development finalised 
	September 2016 
	MVCMP 

	Piloting and User Acceptance Testing of the developed System 
	October 2016 
	MVCMP 

	Roll of the major components of the framework 
	November 2016 
	MVCMP 

	Post Implementation Support 
	Throughout life- Cycle of System 
	MVCMP 

	Procurement and Installation of Laboratory equipment, XRF Analysers 
	November 2016 
	  

	Implementation of Mobile Hand Held XRF Analysers 
	June 2016 
	MVCMP 

	Delivery of Laboratory equipment 
	March 2016 
	MVCMP 

	Implementation of the Laboratories 
	June 2016 
	MVCMP 

	Change Management & Stakeholder Engagements 
	Throughout project life cycle  
	  

	Workshops; Training; Media Publicity 
	Throughout project life cycle 
	MVCMP 

	Benchmarking visits 
	Throughout project life cycle 
	MVCMP 


(Source: Zambia revenue authority, 2016)
6.2.5 Fiscal Regime

Since the privatisation of Zambia’s mining sector, five Tax regimes have been applied: 

	Tax regimes
	Key contributions 

	The Development Agreements (DA) negotiated with individual mines during privatisation (1997 to March 2008)
	Agreements were made between the Zambian government and each company that bought the assets of the former national company ZCCM. 

Each Development Agreement contained a fiscal stability clause.

	The “2008 regime” (April 2008 to March 2009)
	The 2008 reforms ruled that no special agreements should be entered into by the government for the development of large-scale mining licenses and annulled the development agreements concluded. A new tax regime with a higher tax burden was introduced by this reform.

	The “2009 regime” (April 2009 to March 2012)
	In response to the mining companies concerns about the revocation of the Development Agreements, some of the 2008 tax measures were reversed in the 2009 Budget. Details are shown in the table below.

	The “2012 regime” (since April 2012)
	Further reforms were made to the mining tax regime in the 2012 Budget. The two main changes for the mining industry were the increase of the mineral royalty rates for copper and cobalt and hedging and operating income were again to be treated separately for income tax purposes. 

	The “2015 regime” (since January 2015)
	The Honourable Alexander B. Chikwanda: Minister of Finance presented the 2015 National Budget on Friday, 10 October 2014 and introduced significant changes to the Mining Fiscal regime in 2015; See details of these changes below.



The Honourable Alexander B. Chikwanda: Minister of Finance presented the 2015 National Budget on Friday, 9 October 2015 and proposed to introduce significant changes in the Mining Fiscal regime as detailed below; Note that these changes are effective in 2015 and did not have an impact on the taxes paid and reported in this report which is for the year ended 31 December 2014. They will have an impact on the 2015 ZEITI report.
Changes in corporate income tax in the Mining Sector in 2015

DEFINATION OF MINING TERMS
Mining  Operations”  means  an  operation  carried  out  under  a  mining  right,  excluding  an operation carried out under a mineral processing licence only or an exploration licence.

This  amendment  excludes  from  the  definition  of  mining  operations,  any  operations  carried  out under a mineral processing or exploration licence. However, where a person is carrying on  both mining and mineral processing, the income earned from the two activities shall qualify to be taxed as income arising from mining operations.

Mineral Processing “Mineral Processing” has the meaning assigned to it in the Mines and Minerals Development Act, 2015, and is defined in that Act as follows: “Mineral  Processing”  means  the  practice  of  beneficiating  or  liberating  valuable  minerals  from their  ores  which  may  combine  a  number  of  unit  operations  such  as  crushing,  grinding,  sizing, screening, classification, washing, froth floatation, gravity concentration, electrostatic separation, magnetic  separation,  leaching,  smelting,  refining,  calcining  and  gasification  or  other  processes incidental thereto. incidental thereto. The amendment therefore aligns the definition in the Income Tax Act with the Mines and Minerals Development Act No. 11 of 2015.
MINERAL ROYALTY

The  Mines  and  Minerals  Development  Act  No.  7  of  2008  was  repealed  and  replaced  with  the Mines  and  Minerals  Development  Act  No.  11  of  2015.  Part  VII  (headed  “Mineral  Royalty  and Charges”) of this Act is to be administered by the Commissioner-General. While this is a new Act replacing the  old one, the only notable  change  relates  to  the rates provided under Section 89 as 

follows:

(i)  9%  for open cast mining operations and six percent for underground mining operations of –  the  norm  value  of  the  base  metals  or  precious  metals  produced  or   the  gross  value  of  the  gemstones  or  energy  minerals  produced  or recoverable under the mining licence;

 (ii)  6%  of  the  gross  value  of  industrial  minerals  produced  or  recoverable under the mining licence;

 (iii) 9% of the norm value for base and precious metals where the person in possession of the minerals that were extracted in Zambia, has not paid mineral royalty for the minerals;

 (iv)  9%  of  the  gross  value  of  gemstones  and  energy  minerals  where  the person  in  possession  of  the  minerals  that  were  extracted  in  Zambia,  has  not paid mineral royalty for the minerals; and

 (v)  6%  of  the  gross  value  for  industrial  minerals  where  the  person  in possession of the minerals that were extracted in Zambia,  has not paid mineral royalty for the minerals. Prior to this amendment, the rates were 20% for open cast mining, 8% for underground mining and 6% for the mining of industrial minerals.

Corporate tax on income from tolling

Mining operations excluding tolling

(i) Where  a  company’s  operations  did  not  involve  any  tolling  or  third  party  purchases  of concentrates and ores, the computed total taxable income  for the whole  charge  year will 

first be apportioned into two equal parts and the resulting income taxed as follows the first  half of the year taxable income will be taxed at 0%;and In the second half  of the  year taxable income will be taxed at the variable profit tax rate.

 (ii)  Integrated Mining Operations: 

Where  a  company’s  operations  involved  both  mining  operations  and  mineral  processing including tolling, the  income  attributable to the two periods  will be determined by splitting the results into two equal amounts. To  determine  income  attributable  to  each  source  namely;  mining  operations  and  mineral processing, income may be apportioned using the output or input volume ratios

LOSSES

A  mining  operation,  shall  be  deducted  from  fifty  percent  of  the  income  of  the person from the mining operation. Where a loss exceeds  fifty  percent  of  the  income  from  a 

mining  operation  for  a  charge  year,  the  excess  shall,  as  far  as  possible,  be deducted  from fifty percent of that person’s income from the mining operation in the following charge year carrying on a mining operation or hydro and thermo power generation, shall not  be  carried  forward  beyond  ten  subsequent  charge  years  after  the  charge year in which the loss is incurred; and in  any  other  case  shall  not  be  carried  forward  beyond  five  subsequent  years after the charge year in which the loss was incurred.

The amendment  limits the use of losses to a maximum of fifty percent of the taxable income   in a charge year for a person carrying on mining operations. The remainder of the losses will be carried forward for a maximum period of ten years.

Charging Schedule

The  Charging Schedule to the principal Act is amended as following:

(a) on income from mineral processing, at the rate of thirty-five percent;

(b) where the income from a mining operation does not exceed eight percent of the gross sales, at the rate of thirty percent; and

(c) where the income from a mining operation exceeds eight percent of the gross sales, at the rate determined in accordance with the following formula:

          Y = 30% + [a – (ab/c)]

          Y = the tax rate to be applied per annum

           a = 15%

           b = 8%; and

           c = the percentage ratio of the assessable income to gross sales.

Prior to this amendment, only income from the mining of industrial minerals was subjected to the variable profits tax.

The table below shows the various year-on-year tax rates and the changes introduced in 2015

	Category
	
	                 Change  year

	 
	2016
	2015
	2014
	2013

	Corporate tax rate (% of the profit base)
	
	
	
	

	Mining – Base Metals/Gemstones/Precious Metals
	30%
	30%
	30%
	30%

	Other Mining operations
	30%
	30%
	30%
	30%

	
	Mineral royalty rates

	Mineral royalty on base metals, precious metals and gemstones - underground mining
	6%
	6%
	6%
	6%

	Mineral royalty on base metals, precious metals and gemstones - open cast mining
	9%
	9%
	6%
	6%

	
	Capital allowances deductions

	Mining equipment & related capital expenditure (*claim when asset is brought into use))
	50%
	Not applicable
	25%*
	100%

	Commercial motor vehicles & Other plant and machinery
	50%
	Not applicable
	25%
	25%

	Non commercial motor vehicles
	20%
	Not applicable
	20%
	20%

	
	Carry forward of tax losses

	Mining operations
	10%
	Not applicable
	10 years
	10 years

	Prospecting & exploration
	5

years
	Not applicable
	5 years
	5 years

	
	Other special incentives

	Import duty on certain mining equipment
	Rebate
	Rebate
	Rebate
	Rebate

	VAT deferment scheme
	No
	No
	No
	No

	
	Other rates

	Withholding tax on dividends
	0%
	0%
	0%
	0%

	Withholding tax on management fees to non- residents
	20%
	20%
	20%
	15%

	Export duty on Copper & Cobalt concentrates
	10%
	10%
	10%
	10%

	Export duty on all other unprocessed or semi processed mineral ores
	10%
	10%
	10%
	10%

	Thin capitalisation threshold
	3:1’
	3:1'
	3:1'
	3:1'

	Taxation of hedging income
	35%
	35%
	35%
	35%

	Property transfer tax on sale or transfer of mining right
	10%
	10%
	10%
	0%

	Transfer pricing rules on interest payments made by mining companies to apply
	Yes
	Yes
	Yes
	No


6.2.6 Mining Rights Allocation

(i) Mining Rights Process

There is a strict requirement that a person shall not prospect for minerals or carry on mining operations or mineral processing operations without the authority of a mining right or mineral processing licence granted under the Mines Act (2008).

The Director of Mines Development Department (MDD) is responsible for granting mineral rights The act set up two cadastre offices – one at the central level (to process applications for mining rights) and one at the provincial level (to forward applications to the central office).

Normally prospecting licences for mineral resources are granted by the Geological Survey Department, but auctioning may be undertaken in areas where known mineral resources exist. In the latter case the following procedure is followed:

	Stages
	Procedure

	1. Bids Invitation Notice 
	The notice is issued by the Minister of Mines and shall include :

· a description of the areas in which the bids are to be solicited 

· the procedures and rules relating to the submission of the bids;

· the period within the bids shall be submitted 

	2. Notice publication
	The notice is published in a newspaper of general circulation in Zambia 

	3. Bids submission for evaluation 
	The bids are submitted by the Minister of Mines to the Mining Advisory Committee for evaluation within 5 days of the bid submission deadline 

	4. Bids Evaluation 
	The evaluation is performed by the Mining Advisory Committee shall consider the following criteria:

· the investment and financial flows;

· the environmental management plan;

· in the case of a holder of a mining right, whether the holder has been compliant with regulations and provisions of the Act; and

· any other matter relevant for the purpose of the Mines Act.

The Mining Advisory Committee evaluates the bids in accordance with stipulated requirements and advises the Minister on the successful bid.

	5. Granting of Licences
	The licence is granted by the Minister of Mines to the holder with the best proposed programme, taking into account the recommendations of the Mining Advisory Committee.


According to the information collected during the scoping study, there were no bid processes launched during 2014.

(ii) Types of Licenses 

A number of mining rights can be granted under the Mines Act in Zambia.

· Three types of licences are available to the large-scale operators (ownership is not restricted to international companies – they can be held by companies registered in Zambia and individuals):

· Large Scale Prospecting Licence: this confers the right to prospect for any mineral over any size of area for a period of two years and is renewable up to a maximum of 7 years;

· Large Scale Mining Licence: this confers exclusive rights to carry out mining operations and other acts incidental thereto in the area for a maximum of 25 years. An approved environmental Impact Assessment is required to support the application; and

· Large Scale Gemstone Licence: this confers exclusive rights to carry on prospecting and mining operations and other acts incidental thereto in the area for a maximum of 10 years. An approved environmental Impact Assessment is required to support the application.

· Similar rights are available to smaller operators, but on a reduced scale (restricted to citizens or citizen owned companies).

· prospecting permit: (300 cadastre units=10km2); Valid for 5 years, non-renewable.

· small-scale mining licence: (120 cadastre units=4km2); Valid for 10 years, renewable.

· small-scale gemstone licence: (120 cadastre units=4km2); Valid for 10 years, renewable.

· Artisanal mining right (not restricted to mining on a community basis or locals) may be (and often are) owned by individuals (citizens) with no link to the community. Artisan's mining right (2 cadastre units=0.0668km2); Valid for 2 years, renewable.

  According to the MMMD information, there are 1,916 (2013; 2,115)  mineral rights licenses which were active in 2014. The    types of licenses are set out in the table below:
	Code
	Description
	Active licences
in 2014

	AMR
	Artisanal Mining Right
	101

	LGL
	Large Scale Gemstone  Licence
	9

	LML
	Large Scale Mining Licence
	86

	SGL
	Small Scale Gemstone Licence
	142

	PL
	Prospecting Licence
	690

	SML
	Small Scale Mining Licence
	365

	PP
	Prospecting Permit
	523

	Total
	1,916


 These licenses are detailed in Annex 5 to this report.
6.3 Collection and Distribution of the Extractive Revenues

6.3.1
Budget Process

The Zambian budget process has four main stages involving drafting, legislating, and execution, auditing and publishing. 

(i) Drafting

This is the first phase in the budget process. In the Medium Term Expenditure Framework (MTEF) arrangement, the government is required to engage in consultations with various stakeholders. 

(ii) Legislative 

Budgets are allocated taking into account the relevant acts in the constitution. Budgetary allocations are enshrined in Article 117 (1) of the Constitution of Zambia. At this stage, the final result still lies heavily with the legislature.

(iii) Implementation 

At this stage, Parliament concerns itself with the effectiveness and efficiency with which funds are utilised; Members of Parliament look out for issues of service delivery, overspending, misuse and misapplication – to areas other than those authorised or planned for. 

(iv) Auditing 

The budgeting system in Zambia is audited by the office of the Auditor General which verifies whether funds have been spent on the authorised items; also verifies any under or over spending, misappropriation, theft; and whether resources have been utilised efficiently or not. Post-budget period audits are the responsibility of the Public Accounts Committee (PAC). PAC examines historical records for disbursements and budget performance. A substantial part of the supplementary expenditure is often incurred on items and areas other than those which were originally envisaged. PAC has a specific mandate under the standing orders of Parliament and as such cannot initiate an investigation into any matter of public interest. The PAC only makes recommendations to the Executive which is expected to enforce them.

(v) Publishing

Part X of Article 118 of the Republican Constitution requires that the National Treasury prepares and tables the Government’s consolidated Annual Financial Report, which includes information on revenues and other funds received and spent by the Government during the financial year. Besides being mandated by legislation, the Annual Financial Report is meant to provide a summary on National Government financial resources and their application for the benefit of the people of Zambia and other interest groups. The 2014 Annual Financial Report is available on the MoF website
.

6.3.2 Revenues Collection 

(i) Revenues Recorded in National Budget 

Once minerals are monetised, the revenues due to the Government have to be collected through the revenue collection framework. Under the current regime, all the payments are made in cash, E-tax and EFTs.

Payments are made by the companies to various Government Entities. Mostly, ZRA receives most of the funds from mining companies. ZRA has two operating divisions which are Customs Services Division and Domestic Taxes Division; with both collecting over 98% of all Zambia’s taxes from the mining sector.

The other payments from the mining sector are made to local councils, where mining companies are based, to MoL and to the Ministry of Mines and Mineral Development.

The Ministry of Finance is also part of the revenues collection framework through investments held in some Zambian mining companies (see section 4 of this report).

The mining revenue collections framework can be represented diagrammatically as follows:
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(ii) Environmental Protection Fund (EPF)

The Government enacted the Mines and Minerals Development Act 2008, which stipulates that an Environmental Protection Fund should be set up. This legislation provides for contributions to EPF by mine operators in form of cash as well as lodgement of other forms of security.

The EPF has been established with the appointment of EPF committee members by the Minister of Mines.

The objectives of EPF are to:

· provide assurance to the Director of the Mines Safety Department that the developer shall execute environmental and social impact statements in accordance with the Mines and Minerals (Environmental) Regulations, 1997; and 
· provide protection to the Government against the risk of having the obligation to undertake the rehabilitation of mining areas where the mining licence holder fails to do so.

The EPF is supervised by the Minister of Mines, Energy and Water Development through Statutory Instruments, (SIs) in particular SI No. 102 of 1998. EPF operates under the following fundamental guidelines: 

a. cash payment into EPF to be in hard currency;
b. the developers contributions to the EPF shall be made in the form of a hard currency (Cap. 213, S.76 (2) (b) and S.I 102 of 1998 (Regulation 8 (2)).
c. the balance on deposits lodged under S.1. 29 of 1997, Regulation 66 (1), (2) and (3) shall be secured with the Fund by the developer by way of lodgement of a Bond or Bank Guarantee to be determined by the Minister (Cap. 213, S. 76 (1) (b);
d. funds to be Index-Linked, no interest earned;
e. the developer’s contribution shall retain its time-value with respect to inflation as calculated relative to hard currency (S.I. 102 of 1998 Regulation (8) (3)). At the expiry of a licence or permit, the developer shall be refunded the amount deposited to the extent that such amounts were not appropriated by government for payment of any progressive rehabilitation costs (Cap. 213, S. 82 (3) (a) and (b)).  The refund shall not accumulate interest ; and
f. only the Fund Committee can approve withdrawals from EPF. 

In the event that a developer is directed by the Director of MSD to take specific remedial action, and fails to do so, the Director shall execute the remedial action using the developer’s contributions to the Fund which becomes recoverable (Cap 213, S/78 (1). The developer’s fund so used shall not exceed the amount of cash deposit lodged by him to the Fund (Cap 213, S. 82 (3) (b). This therefore means that each developer can use only his contribution and will only get his contribution back.

Administrative expenses of operating the fund shall not exceed 1% of the total income of the Fund except during the commissioning of the office of EPF Manager (S.I. 29, 1997 Regulation (5)).

Payments are made to the Fund in US$, and are retained in a US$ bank account. The Fund is audited annually by an auditor appointed by the Committee. 

(iii) ZCCM-IH
ZCCM-IH is also part of the revenues collection framework through investments held by the company in Zambian mining companies (detailed in section 4).
As a Government owned company, ZCCM-IH pays taxes to various Government Entities in accordance with prevalent laws and also pays dividends to the government shareholder. In addition, the company is entitled to dividends from the private companies in which it holds shares as well as price participation fees from companies, under arrangements dating back to the privatisation of the industry.
The Company publishes annual financial Statements which are audited by KPMG. ZCCM-IH annual reports and 2014 certified financial Statements are available on the company website 
.

In 2015 the Government has transferred all its shares held in ZCCM-IH to Industrial Development Corporation (IDC).  IDC has been created and given been given direct mandate and authorization  by the Government of Zambia to oversee performance and accountability of  all the Government Owned Enterprises (SOE’S). The IDC is mandated to work to maximize the value of government shareholding and ensure that SOE’S contribute to the Sovereign Wealth Fund (SWF) which will focus on stimulating investment in strategic non-mining industries to increase exports.
6.3.3 Mining Revenues Management

The Effective PFM and expenditure management are critical to transforming revenue from natural resources into broad-based sustainable economic and social development. The areas of spending that have broader external benefits for the economy as a whole include infrastructure and education.

However, as Reported under Part III (13) of the Public Finance Act of 2004 of the Republic of Zambia, “There shall be established a Consolidated Fund into which all general revenues and other public moneys accruing to the Treasury shall be credited. The amounts payable to the Consolidated Fund under subsection (1) shall be deposited into the Treasury Account which shall be maintained at the Bank of Zambia.” 

The contributions by mining companies therefore lose their identity once they are deposited into the consolidated fund. Their use cannot therefore be tracked to public investment/expenditure or to expenditure units/cost centers or projects 

6.3.4 Mining Revenues Transfers to Sub National Level 

The government’s 2002 National Decentralisation Policy (officially launched in 2004) sets out greater responsibilities for local government in delivery of public goods and services. However, in practice, the delivery of public goods and services in Zambia remains highly centralised. The budget does not show expenditure by urban or rural areas, but rather by line ministry, which means it is difficult to track where money is actually spent. 

During 2010, the Zambian Government introduced a formula-based grant system, with the dual aim of making local government funding more predictable and transparent, and allowing government to better track the usage of grants by councils. Information was not available to assess whether this reform initiative has operated as intended.

However, there are specific contributions by mining companies which are meant to be applied to certain counties or institutions for social development. In accordance with Section 136 of the Mines and Minerals Development Act 2008, the Minister of Finance shall, in consultation with the Minister responsible for Mines, establish a mineral royalty sharing mechanism for distributing royalty revenues. However, there is no provision within the legislation as to what this mechanism should be, thus leaving a legal vacuum in the modalities of the handover and percentage that should be transferred by the central government. Therefore, mineral royalties’ transfers have yet to be formalised and remains ineffective. This section has been removed from the new Act of 2015.
6.3.5 Improving data management of metal production figures-Mine to Metal Accounting Program

Copper mining companies through the Zambia Chamber of Mines in consultation with Zambia Revenue Authority (ZRA) and Ministry of Mines are developing an accounting template to avoid double accounting of processed metal products coming out from various mines.

This reporting template proposed by the Chamber has gained positive attention from Government authorities. The Ministry of Mines and Mineral Development (MMMD) reviewed the template on 7th July 2015 and commended the Chamber for its development which adequately dealt with the problem of double counting among others. The Ministry requested the Chamber to merge the template with its own Mineral Production and Sales Return Form 39 with the possibility of formalizing one submission in future. The Chamber’s Production Committee met on 15th July 2015 to review Form 39. It was decided that most of the information was adequately captured in both templates and therefore only small changes needed to be made to Form 39 to align it with the Chamber’s template. On 16th and 18th July 2015, the Chamber hosted a tripartite meeting with MMMD and ZRA representatives from the Mineral Value Chain Monitoring Team to align the two templates further. The outcomes were significant changes to Form 39 in line with definitions of products and sub-products as well as stages of copper production guided by the Chamber. The MMMD and ZRA will suggest the next steps on this project.

6.4
Beneficial Ownership

A beneficial owner in respect of a company means the natural person(s) who directly or indirectly ultimately owns or controls the corporate entity. 

As per the EITI 2016 report, it is recommended that implementing companies a publicly available register of beneficial owners of the corporate entities including their identities, level of ownership and control is exerted. Where possible, beneficial ownership information should be incorporated in existing fillings by companies to corporate regulators, stock exchanges or agencies regulating extractive industry licensing. Where this information is already publicly available, the EITI Report should include guidance on how to access this information.

It is required that:
i. The EITI Report documents the government’s policy and multi-stakeholder group’s discussion on disclosure of beneficial ownership. This should include details of the relevant legal provisions, actual disclosure practices and any reforms that are planned or underway related to beneficial ownership disclosure.

ii. By 1 January 2017, the multi-stakeholder group publishes a roadmap for disclosing beneficial ownership information . The multi-stakeholder group will determine all milestones and deadlines in the roadmap, and the multi-stakeholder group will evaluate implementation of the roadmap as part of the multi-stakeholder group’s annual progress report.
iii.   As of 1 January 2020, it is required that implementing countries request, and companies disclose, eneficial ownership information for inclusion in the EITI Report. This applies to corporate entity(ies) that bid for, operate or invest in extractive assets and should include the identity(ies) of their beneficial owner(s), 

the level of ownership and details about how ownership or control is exerted. Any gaps or weaknesses in reporting on beneficial ownership information must be disclosed in the EITI Report, including naming any entities that failed to submit all or parts of the beneficial ownership information. 

iv.  Information about the identity of the beneficial owner should include the name of the beneficial owner, the nationality, and the country of residence, as well as identifying any politically exposed persons. It is also recommended that the national identity number, date of birth, residential or service address, and means of contact are disclosed. 

v  The multi-stakeholder group should agree an approach for participating companies assuring the accuracy of the beneficial ownership information they provide. This could include requiring companies to attest the beneficial ownership declaration form through sign off by a member of the senior management team or senior legal counsel, or submit supporting documentation. 

6.5
Government Participation in the Extractive Sector

6.5.1 
ZCCM-IH

The ownership of mines has undergone a sequence of radical changes. Initially a private industry under the colonial administration, the mining industry was nationalised in the early 1970s, with the creation of the Government-owned Zambia Consolidated Copper Mines (ZCCM). Following a combination of low prices and lack of capital to invest resulted in production of copper falling, ZCCM’s operations became increasingly unprofitable and the industry was re-privatised in the late 1990s.

Until recently, although the mines are now operated by private companies, the Government retained minority interests in most of the large copper projects through its holding company Zambia Consolidated Copper Mines Investments Holdings Plc (ZCCM-IH).

GRZ is the majority shareholder of ZCCM-IH and therefore the Company has strong links with the government. ZCCM Investments Holdings Plc (ZCCM-IH) is quoted on the Lusaka, London, and Euronext Stock Exchanges. 
In 2015 the Government has transferred all its shares held in ZCCM-IH to Industrial Development Corporation (IDC).  IDC has been created and given been given direct mandate and authorisation by the Government of Zambia to oversee performance and accountability of all the Government Owned Enterprises (SOE’S). The IDC is mandated to work to maximise the value of government shareholding and ensure that SOE’S contribute to the Sovereign Wealth Fund (SWF) which will focus on stimulating investment in strategic non-mining industries to increase exports.
ZCCM-IH’s annual audited financial reports are publicly available and include information on reserves, the names of operating companies, royalties, and dividends. ZCCM-IH also publishes information on its board of directors and decision-making rules
. 

The Company has close links with two Government ministries namely, Ministry of Mines and Mineral Development and Ministry of Finance. Both ministries have representation on the Board of ZCCM-IH. The Company also maintains a close relationship with Government through representatives of some autonomous Entities on the Board of ZCCM-IH namely the Zambia Revenue Authority and the Bank of Zambia (central bank).

Through its shareholding in mining associate companies, ZCCM-IH serves as an entity holding the government's minority interests in the privatised mining companies.
The investment portfolio for ZCCM-IH comprises primarily investments in Zambian mining companies detailed as follows:

	Extractive company
	Shares held on 31 March 2014(*)
	Shares held on 31 March 2015(**)

	Ndola Lime Limited
	100
	100

	Kariba Minerals Limited 
	50
	50

	Maamba Collieries Ltd 
	35
	35

	Konkola Copper Mines Plc
	20.6
	20

	Kansanshi Mining Plc
	20
	20

	Lubambe Copper Mine Ltd 
	20
	20

	Luanshya Copper Mine Plc
	20
	20

	NFC Africa Mining Plc
	15
	15

	Chibuluma Mines Plc
	15
	15

	Chambishi Metals Plc
	10
	10

	Mopani Copper Mines Plc
	10
	10

	Nkandabwe Coal Mine
	100
	100

	Mawe Exploration and Technical Services Ltd
	100
	100

	Nkana Alloy Smelting Company Limited
	10
	10

	Misenge Environmental and Technical Services Limited
	100
	-


 (*)ZCCM-IH Reporting Template (2014)

(**)ZCCM-IH Reporting Template (2015)

ZCCM-IH also contributes to the direct financing of mining projects. According to the company financial reports, funding were granted to its subsidiaries operating in the mining sector; and the terms of the transactions can be summarised as follows:

	Beneficiary 
	Terms of the transaction 

	1. Ndola Lime
 Company Limited
	ZCCM-IH continued to provide financial support through shareholders loans towards the completion of the Ndola Lime Recapitalisation Project. The Vertical Kiln (VK-2) is targeted to be commissioned at the end of March 2016. Once commissioned, the VK-2 will significantly improve production efficiencies at NLC with a resultant effect of reducing the cost of production for limestone products.

 There were no dividends declared during the year under review (2014: Nil).



	2. Kariba Minerals
     Limited.
	Kariba acquired new mining equipment to improve production and turn the company around. Furthermore, In February 2015 Kariba held an auction of high grade amethyst alongside Gemfields Plc which grossed revenue of US$0.446 million. Kariba is projected to be profitable by 2018 contingent on the company getting additional support in the short term to meet its financial obligations.

 There were no dividends declared during the financial year ended 31st March 2015 (2014: Nil).



	3. Maamba Collieries Limited
	In 2012 the company signed an agreement with the Zambia Electricity Supply Corporation (ZESCO) for the construction of a power plant. The project is expected to produce 300MW. The project cost has been estimated at a total cost of US$830million. The project has been financed by a combination of debt as well as contributions from shareholders. The first phase of the project is expected to be commissioned in June 2016 with the second phase coming on in July/ August 2016. The power generation project is expected to generate revenues of up to US$20million each month from sales to ZESCO. ZESCO will in turn sell the power to its consumer base. This project is expected to improve the profitability position of the company.

The company opened up its power plant and had it connected to the national grid in 2016.

 There were no dividends declared during the year under review (2014: Nil).



	4. Konkola Copper Mine PLC
	During the year under review, KCM faced operational and financial challenges including cash flow constraints that resulted in KCM purchasing third party concentrates in smaller quantities than what was sought. On 23rd February 2015, the Government amended the documentation requirements to VAT refunds on future exports and this should enable KCM to increase the purchase and treatment of third party concentrates which will lead to an increase in smelter utilization. Additionally, KCM is focusing on increasing production volumes and addressing productivity across all of its operations. To this effect, KCM has been implementing various interventions to improve the overall operating performance and drive higher equipment availability and utilisation.Owing to the operational and financial challenges that KCM faced, K719 million (US$94.9 million) due to ZCCM-IH 

in the financial year 2014/2015 under the settlement agreement remained unpaid. The total amount has been fully impaired as at 31 March 2015.

There were no dividends declared during the year under review (2014: Nil).

	5. Lubambe Copper Mine
	The major challenge LCM faced during the financial year under review was dilution of concentrates. Following 

an extensive ore body stoping design review conducted by SRK Consulting, Lubambe evaluated various slot 

development methods and equipment requirements with the recommended solution being inverse raise using 3x 

Sandvik DL411-15 long hole drill rigs. The overall capital cost of this equipment is estimated at US$7.7 million. The 

implication of this is that the Project Capital cost forecast for 2015 will be under spent by approximately $7.86million 

and $3.85million on a commitment and accrual basis respectively. Hence the purchase of the equipment at US$7.7 

million will remain within the budget limit of the capital project. 

 Owing to the operational and financial challenges that LCM faced, K705 million (US$93 million) due to ZCCM-IH in 

the financial year 2014-2015 under the shareholder loan agreement remained unpaid. The total amount has been 

fully impaired as at 31 March 2015.

	6. Mopani Copper Mine plc
	MCM has to date spent US$323 million on the Synclinorium Shaft at Nkana, with major milestones completed 

including achieving a depth of 1,280 metres (design depth is 1,277m), and equipping was in progress. The project 

remains on schedule for completion by the end of 2015 and will extend the economic life of MCM’s operations 

by more than 25 years. Further, MCM has spent US$232 million on Mindolo Deeps and US$327 million on the Mufulira Deeps; sinking of which was still in progress. The projects are targeted at sustaining production at 2mtpa, and are expected to extend the life of mine by 20 to 25 years. These projects are all expected to be completed by December 2016.The future of Mopani depends on its expansion projects but the mine will need to control its costs in view of the low copper prices.

There was no dividends paid during the period under review (2014: Nil).


(Source: 2015 ZCCM-IH Annual report)
ZCCM-IH is also a holder of prospecting licenses detailed as follows:

	Code
	Resources
	Grant Date
	Expiry Date
	Map Reference

	13855-HQ-LPL
	Au, Cu, DIA
	22/06/2010
	21/06/2012
	Northern, Chinsali

	13856-HQ-LPL
	Ag, Au, Cu, Mn
	22/06/2010
	21/06/2014
	Northern, Chinsali, Mpika

	13857-HQ-LPL
	Au, Cu, DIA
	20/04/2010
	19/04/2012
	Northern, Chinsali, Mpika

	13860-HQ-LPL
	Ag, Au, Cu, Mn
	18/10/2010
	17/10/2012
	Northern, Chinsali

	13863-HQ-LPL
	Ag, Au, Cu, Mn
	22/06/2010
	21/06/2014
	Central, Serenje

	13865-HQ-LPL
	Ag, Au, Cu, Mn
	20/04/2010
	19/04/2014
	Eastern, Chama

	13871-HQ-LPL
	Ag, Au, Cu, Mn
	05/08/2011
	04/08/2013
	Central, Kapiri Mposhi

	18713-HQ-SPP
	COA
	25/02/2013
	24/02/2018
	Southern, Sinazongwe

	PEL012-Block 1
	Oil and Gas
	23/06/2011
	22.06.2015
	Western Province

	PEL013-Block 4
	Oil and Gas
	23/06/2011
	22.06.2015
	Western Province

	PEL014-Block 6
	Oil and Gas
	23/06/2011
	22.06.2015
	Western Province

	PEL015-Block 10
	Oil and Gas
	23/06/2011
	22.06.2015
	Western Province


Industrial Development Corporation (IDC)

Background

The Industrial Development Corporation of Zambia is an investment company wholly owned by the Zambian government, incorporated in early 2014 whose mandate objective is a catalytic role in deepening and supporting Zambia’s industrialisation capacity to promote job creation and domestic wealth formation across key economic sectors.

In February 2014, the IDC was incorporated as a company limited by shares under the Companies Act and is 100 percent (100%) owned by the Minister of Finance pursuant to the Minister of Finance (Incorporation) Act Cap 349 of the Laws of Zambia, for the President on behalf of the Government of the Republic of Zambia (GRZ). The IDC commenced operations in March 2014. IDC owns 25% shares in Kagem and 60.3% in ZCCM-IH.

The IDC’s established mission is to contribute to Zambia’s economic development, industrialisation and job creation by nurturing effective and commercially driven strategic investments. It operates under the provisions of the Companies Act and it is neither a Government agency nor a statutory body. Like any other commercial company, the IDC pays taxes to tax authorities, will distribute dividends to its shareholder and has its own board of directors and a professional management team. Its sole shareholder is Zambia’s Minister of Finance.

During the presentation of the 2015 Zambian National Budget, the Minister of Finance directed the Securities and Exchange Commission (SEC) to ensure that all listed companies on the Lusaka Stock Exchange (LuSE) complied with the minimum LuSE minimum free (public) float requirement of 25% of the shares. In this regard the Minister of Finance announced that the Government of the Republic of Zambia (GRZ) would reduce its shareholding in ZCCM-IH from 87.5% to 60.3% via the sale of its shares proportionate to the required reduction. Subsequent to year end, and pursuant to the above, on 08 June 2015 GRZ sold 15,850,631 of its 43,811,861 Class B shares in ZCCM-IH to the National Pension Scheme Authority (NAPSA) of Zambia (As Tranche 1 of the sale down).As a result of the sale, GRZ’s shareholding in ZCCM-IH reduced from 87.5% to 77.5%. Tranche 2 of the sale down relates to the sale of the balance of 27,961,237 Class B shares and was launched on 30 July 2015. Tranche 2 involves a preferential secondary market offer of the shares to preferred applicants (Zambian persons) which closed in November 2015.Thereafter the offer was open to general applicants (Foreign persons).
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� Customs and Excise Act of 2015


10  The World Copper Factbook 2015


� Metals in Zambia, Zambia Mining, accessed on 29 May 2012


� USGS, 2011 Minerals Year Book -Zambia


13  Correction From Source: Denison Files New Technical Report On Mutanga Uranium Project, September 2013


�  See http://www.zamlii.org/zm/legislation/act/2014/11


� http://www.mofnp.gov.zm


20 http://www.zccm-ih.com.zm/.


� www.zccm-ih.com.zm/
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