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1. INTRODUCTION
1.1. Background

The Extractive Industries Transparency Initiative (EITI) is a global coalition of governments, companies and civil
society groups working together to improve transparency and accountability in the management of revenues from
natural resources. EITI principles are based on the belief that prudent use of natural resources contributes to
economic growth, sustainable development and reduction of poverty in resource-rich countries.

Zambia Extractive Industries Transparency Initiative (ZEITI) Overview

Zambia is richly endowed with mineral resources and is one the largest producers and exporters of copper in
Africa. In an effort to improve transparency and accountability, Zambia joined EITI as candidate country in May
2009 and became fully compliant with the 2011 EITI Standard on 19 September 2012.

As required by the EITI Standard, a Multi-Stakeholder Group (MSG) oversees ZEITI implementation. It consists of
18 members from three sectors: government, industry and civil society.

To date twelve (12) annual EITI Reports have been produced covering the period from 1 January 2008 until 31
December 2019. ZEITI Reports can be accessed at https://eiti.org/zambia#eiti-reports-and-other-key-
documents.

This report is the thirteenth (13) EITI report, covering the period from 1 January to 31 December 2020.

1.2. Objective

The objective of this report is to provide extractive sector information through the Zambia EITI Council (ZEC)
covering the period from 1 January 2020 to 31 December 2020, in accordance with the 2019 EITI Standard and
the Terms of Reference. The report aims at providing an overview of the extractive industries and provide
findings and recommendations that can contribute to public debate on governance in Zambia’s mining sector.

1.3. Scope of the report

This report covers payments made by extractive companies and revenues received by Government Agencies and
other material payments and benefits to Government Agencies for the calendar year (CY) January 1, 2020 through
December 31, 2020. The Report also covers mining production, exports and sales, social payments and
transactions between Government Agencies and extractive companies made in 2020.

Reporting companies and government entities reported data for payments made or reported in CY 2020
disaggregated by taxpayer, payment flows and by project where applicable. The amounts in this report are stated
in Zambian Kwacha (ZMW) unless otherwise stated.

The report only includes information received by the ZEITI Secretariat up to 24 September 2021. Any information
received after this date has not, therefore been included in this Report.

1.4. Nature and extent of our work

The Zambia EITI Secretariat role is principally to:

Obtain reporting from licensees and government departments to the extent possible;

Gather the data which is reported by the licensees and government entities;

Compile the reconciliation and seek to resolve discrepancies to the extent possible;

Prepare a report comprising the reconciled payments and revenues, any differences, and other issues
of relevance to understanding the payments and revenues from the activities of the Extractive Industries
in Zambia; and

e Prepare a report comprising contextual information using sources that are publicly available together
with information requested and reported by government agencies and extractive companies.

Results overview of reconciliation procedures are set out in the succeeding sections while the covered companies
and government agencies are discussed in this report.
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ZEITI Report for the year ended 31 December 2020

2. EXECUTIVE SUMMARY

This report summarises information about the reconciliation of fiscal and non-fiscal revenues from the extractive
sector in Zambia as part of the implementation of the EITI. In this context, extractive companies and Government
Agencies report payments and revenues respectively. In addition, this report includes a reconciliation of revenues
collected by the State-owned enterprise “ZCCM-IH” from companies and the cash flows contributed by ZCCM-IH
to the State budget.

During 2020, the mining sector remained the country’s major productive industry with the highest contribution
to Zambia exports (79.5%) and Government revenues (31.4%).

2.1 Revenues generated from the extractive industry

The receipts reported by the Government Agencies, the extractive companies and ZCCM-IH in 2020, after
reconciliation, are as follows:

2.1.1 Payments made by the extractive companies and ZCCM-IH in 2020

According to the data collected from the Government Agencies, the extractive companies and ZCCM-IH, the
payments generated by the extractive sector totalled ZMW 25,853.86 million in 2020 against ZMW 18,348.94
million in 2019.

Payments to Government Agencies amounted to ZMW 25,167.75 million, representing 97.34% of the total
payments made by the extractive companies and ZCCM-IH in 2020.

Table 1: Payments made by the extractive companies and ZCCM-IH in 2020 and 2019

2020 2019
Payments
v —-—
million) (ZMW million)
Payments to Government Agencies 25,167.75 17,428.52 7,739.23
Taxes paid to ZRA (including Mineral Royalty) 25,121.51 17,383.20 7,738.31
Royalties, fees and charges paid to MMMD 40.77 41.28 -0.51
Payments to Petroleum Unit 4.88 3.05 1.83
0.59 0.98 -0.39
Ground Rents and other payments to MoL
Dividends paid to ZCCM-IH 128.95 343.77 -214.82
Price Participation Fees paid by KCM 86.88 146.42 -59.54
Dividends paid by KMP 42.07 197.35 -155.28
Dividends paid by ZCCM-IH 40.76 75.96 -35.2
Dividends paid to IDC 31.65 59.13 -27.48
Dividends paid to MoF 9.11 16.83 -7.72
Social payments 251.74 357.86 -106.12
Fees and levies paid to Local Councils 214.03 141.6 72.43
Payments to EPF 50.63 16.4 34.23

Zambia EITI Page 11




ZEITI Report for the year ended 31 December 2020
2.1.2 Government revenues from the extractive sector in 2020
The extractive revenues collected by the Government in 2020 amounted to ZMW 25,176.86 million. These

revenues include the tax and non-tax payments received by the Government Agencies and the dividends received
by the Ministry of Finance (MoF).

Table 2: Government revenues from the extractive sector in 2020 and 2019

Total Extractive Revenues ZMW milzli(::\(; W milzli(:>1n9)
Tax Revenue 19,860.73 13,182.19 6,679
Import VAT (*) 1,567.22 2,002.92 -436
VAT (*) 8,471.64 3,022.40 5,449.24
Pay as You Earn 2,536.88 2,772.84 -236
Company Income Tax 5,137.40 3,203.09 1,934
Withholding VAT' - - -
Other taxes 2,147.59 2,180.95 -33.36
Total Non-tax Revenue 5,316.13 4,263.16 1,053
Fees and Charges - 45.32 -
Of which revenues collected by MMMD 40.77 41.28 -0.51
Pe?{o‘;zzl‘-:: az\iltenues collected by 4.88 3.05 1.83
Of which collected by MoL 0.59 0.98 -0.39
Dividends (collected by MoF) 9.11 16.83 -7.72
Mineral Royalty (collected by ZRA) 5,260.78 4,201.01 1059.77
Total Domestic Revenue 25,176.86 17,445.35 7,731.51

(*) Import VAT is paid to the customs at the moment of entrance of the goods into Zambia. Import VAT and the
VAT paid by the mining companies on their local supplies are claimable in accordance and under the conditions
of the VAT Act.

According to section 19 (2) of the VAT Act, “Where, in respect of a particular prescribed accounting period, a
registered supplier's allowable credits exceed what would have been his tax liabilities, if any, for the period, the
Commissioner-General shall, within twenty-one days after-

(a) The end of the quarter that includes the last day of that period; or
(b) Receipt of the last outstanding tax return due for any prescribed accounting period falling within the
quarter.

Whichever is later, remit to him the amount to which he stands in credit by reason of the excess”.
Whichever is later, remit to him the amount to which he stands in credit by reason of the excess”.

(**) VAT includes the VAT paid by the companies a t the moment of submitting the monthly VAT returns and the
VAT withheld by the mining companies from their suppliers and reversed to ZRA in application of the VAT Act
amendment of January 20172. These figures include only VAT which is not claimable.

In-scope extractive companies have been requested to report the amount of refundable VAT paid in 2020 and
the VAT refunds received from ZRA in the same period. Vat refunds are the refunds actually repaid by ZRA in
2020 whether in cash or offsets against other taxes.

It is worth noting that VAT Claimed and VAT refunds have been declared only by the in-scope companies and
have not been reconciled or confirmed by ZRA. Furthermore, VAT Claimed declared does not represent a
cumulative amount up to December 2020.

' Figure for Withholding VAT added to VAT figure
2 See Section 3.3.2 for further details about the amendment of the VAT dated January 2017
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Table 3: VAT Claimed by and VAT refunds to in-scope companies in 20202

VAT Refunded in 2020
(Cash and/or Offsets)
(ZMW million)*

VAT Claimed in 2020 (ZMW

ST million)

1 Kansanshi Mining PLC 1,487.17 1,340.82
2 Konkola Copper Mines PLC 1717.17 613.97
3 Lumwana Mining Company Limited 1253.73 -
4 Mopani Copper Mines PLC 0.00 882.59
5 Kalumbila Minerals LTD 1,561.37 298)
6 First Quantum Mining & Operations LTD 238 324
7 Chambishi Copper Smelter LTD 2,452.14 3,377.23
8 NFC Africa Mining PLC - 494.15
9 Lubambe Copper Mine LTD 176 273.24
10 Lafarge Cement Zambia PLC 7.38 -
11 CNMC Luanshya Copper Mines LTD 390.66 403.62

9,283.68 8,487.38

2.1.3 Payments received and transfers made by ZCCM-IH in 2020

According to the data provided by the Government Agencies and ZCCM-IH, the dividends and interests received
by the SOE amounted to ZMW 356.95 million in 2020 while the transfers of tax and non-tax payments and
dividends amounted to ZMW 74.96 million.

Table 4: Receipts and transfers made by ZCCM-IH in 2020 and 2019

2020 2019

(ZMW million) (ZMW million)

Payments received by ZCCM-IH 356.95 343.77

Dividends and interests received from extractive

companies 128.95 267.69 -138.74
Price Participation Fees received from KCM 86.88 146.42 -59.54
Dividends paid by KMP 42.07 121.27 -79.20
Dividends received from non-extractive companies 128 76.08 51.92
Dividends paid by Copperbelt Energy Corporation (CEC) 128 76.08 51.92

Transfers made by ZCCM-IH 74.96 102.96
Dividends Transferred 40.76 75.96 -35.20
Dividends paid to IDC 31.65 59.13 -27.48
Dividends paid to MoF 9.11 16.83 -7.72
Tax and non-tax payments 34.20 27.00 7.20
Taxes paid to ZRA 32.68 23.95 8.73
Royalties, fees and charges paid to MMMD 1.36 1.81 -0.45
Ground Rents and other payments to Local Councils 0.16 0.16 0
Payments to MoL 0 0.32 -0.32
Payments to EPF 0 0.76 0.76

3 Amounts refunded relate to both prior years and 2020 as the majority of mines have historic outstanding VAT refunds.
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2.2 Contribution to the economy

As shown in table 5 below, the contribution of the extractive sector to Gross Domestic Product (GDP), Exports,
and domestic revenues increased in 2020 while the contribution to employment decreased compared to 2019.

Table 5: Contribution of the extractive sector to Zambia economy

2020 2019 Var
GDP 11.1% 9.9% 1.2%
Exports 79.5% 77.0% 2.5%
Revenues 31.4% 27.8% 3.6%
Employment 2.0% 2.4% -0.4%

The detailed calculation of the contributions is presented in Section 4.10.5.

0 OC¢

Exuractive S2cior Comnibution 19 gy Bewaciees Secior Controution il Extracuve Sector contribunon ] Contnbution to EmEEyTSaL
GUF a1 Comtam Price 12 Exporta Domesiic Sevemae

2.3 Production and exports
2.3.1 Production

Base and precious metals

Copper production in 2020 increased by 3.7 percent to 837,003.6 Mt from 807,447 Mt in 2019. Production was
relatively higher from the second quarter due to increased demand as major economies, in particular China,
reopened after stringent lockdown measures in the first quarter of 2020.

Gold production declined to 3,672 Kgs in 2020 compared to 3,913 Kgs produced in 2019. The reduction was due
to reduced grades of gold in ores mined at Kansanshi mine Plc. The subsector recorded 93.6 Kg of gold from
Zambia Gold Company Limited which commenced mining operations at Kasenseli in Mwinilunga in mid-2020.
(2020 Economic Report, Ministry of Finance).

The production volume and value for the base and precious metals are set out on the following table:

Table 6: Production of base and precious metals in 2020

Commodi Unit Production Unit Value Production Value
2 Quantity (USS$)(*) (US § Million)
Copper Metric Tonnes(Mt) 837,003.6 6,168.47 5, 163.03
Gold Kg 3,672 56,692 208.17

(*) The value of production was calculated on the basis of the average LME monthly prices as provided by MMMD. This entails
multiplying the production volume figure by the average Monthly LME price for 2020. The Monthly Mineral Royalty prices for
base and precious metals in 2020 are attached as Annex 9.

Industrial metals

Coal production increased by 34.0 percent to 448,821.4 Mt in 2020 from 335,042 Mt produced in 2019. The
increase was largely on account of increased demand for the commodity for the generation of power.
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Emerald production was 9,783.43 Kgs in 2020 compared to 23,704.61 Kgs in 2019. According to the Gemfield
Annual report* the decrease in production was as a result of the suspension of operations at both Kagem and
Gemcanton due to the COVID-19 Pandemic.

Amethyst production reduced to 518,198.67 Kgs in 2020 from 1,104,372 Kgs recorded in 2019. The decrease was
attributed to reduced production by small-scale miners due to Covid pandemic. In terms of sales, only 4 auctions
were held in Lusaka, Dubai and online in the year 2020 down from 7 auctions conducted in 2019. Consequently,
there was a reduction in revenue from auctions to US $52.76 million in 2020 from US $125.5 million in 2019.

Manganese production was 28,409 Mt compared to 15,904 Mt produced in 2019. This was largely on account of
additional processing facilities being set up in Serenje district and the increased compliance of the small-scale
miners, leading to the rise in the submission of production statistics.

Cobalt production declined by 16.6 percent to 316 Mt in 2020 from 379 Mt produced in 2019. The reduction in
production was attributed to operational challenges at Konkola Copper Mine and reduced mineralization (2020
Zambia Economic Report, Ministry of Finance).

The production volumes for the industrial metals are set out in the following table:

Table 7: Production of Industrial metals and precious stone in 2020

S Ty PR
Coal® Metric tonne (Mt) 448,821.4 53.76 23.99
Emerald and Beryl® Kg 9,783.41 10.9
Mn Manganese Ores’ Metric tonne (Mt) 28,409 1,693.32 48.1
Cobalt® Metric tonne (Mt) 94 32,233.99 0.375
Cement’® Metric Tonnes 2, 796,896.35 124 346.82

(*)Production values_ Own calculations by ZEITI

More details about the minerals production in 2020 are presented in Sections 4.7.2.

Furthermore, the in-scope companies were requested to disclose the production data in volume and value
disaggregated by licence number.

Exports

Exports data has been collected from the 2020 Bank of Zambia Annual report and from Ministry of Finance
Economic Report. It is worth noting that the total export value for Copper and Gold increased to US ($) 6,087.7
Million in 2020 from US ($) 5,190.88 Million in 2019. This is mainly attributed to increased copper export volume
in 2020.

The table below summarizes the base and precious metals exports according to BOZ Annual Report 2020:

Table 8: Exports of base and precious metals in 2020

. . Export Value
Commodity Unit Volume (US $ Million)
Copper Metric Tonnes(Mt) 930,969 5, 867.7
Gold Kg 3,491 220.5

Source: BoZ Annual Report 2020, p.19

4 https: //www.gemfieldsgroup.com/annual-report-2020/ page 9

5 Production value is estimated from the 2020 mineral prices.

¢ Production value is estimated from the 2020 Gemfield Annual report

7 The value of production of these minerals has been estimated on the basis of the exports volume and value
provided by ZRA

8 KCM reporting template

9 ZEITI own calculation
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The table below summarizes the industrial metals and precious stones exports in 2020 according to ZRA data and
BOZ Annual Report 2020

Table 9: Exports of industrial metals and precious stones in 2020

Commodity Unit Volume (E:'SJ (grtMi\I,liacl):‘)e
Cobalt Metric tonne (MT) 41.48 1.3
Manganese Ores/Concentrates Metric tonne (MT) n/a 9.9
Cement & Lime Metric tonne (MT) n/a 191.0
Gemstones Kg n/a 68.8

Source: BoZ Annual Report 2020. Page 19

The table below summarises the evolution of the average realised price per commodity between 2020 and 2019:

Table 10: Evolution of the average realised price per commodity between 2020 and 2019

Commodity 2020 2019 Variance
Copper (USS/MT) 6,106.3 5,972.60 133.7
Gold (US$/Ounce) 1,793.6 1,421.7 371.3

2.4 Reporting and reconciliation results
2.4.1 In-Scope reporting entities and payment flows

The Zambia EITI Council agreed to select companies making payments above ZMW 100 million to the Government
Agencies in 2020. These companies represent 93.2% of the total revenue collected by the Government Agencies
from companies operating in the mining sector.

Accordingly, 14 mining companies were selected for the reconciliation scope. The list of these companies is
presented in Section 3.1.2.2.

With regards to the payment streams, ZEC decided to adopt a mixed approach where only risky revenue streams
required reconciliation. These revenue streams were selected using the risk-based approach. This means that
only revenue streams that have previously provided huge discrepancies were reconciled to ascertain whether the
recommendations in the 2019 ZEITI report have been addressed by the respective reporting agency. Accordingly,
only VAT, Withholding VAT, Import VAT and CIT were included in the reconciliation scope. The remaining payment
streams are unilaterally reported by the Government Agencies. The list of these payment streams is presented
in Section 3.1.2.2.

2.4.2 Data collection

All companies and Government Agencies included in the reconciliation scope submitted their reporting
templates. Details of submission of the reporting templates by reporting entity are set out in Annex 13 of this
report.

2.4.3 Data assurance

Extractive companies were requested to have their reporting templates signed by a senior official. All selected
companies complied with this requirement.

With regards to Government agencies, they were requested to submit reporting templates signed by authorised
officers. All Government Agencies submitted Reporting Templates signed by authorised officers .

Details of submission of the certified reporting templates are set out in Annex 13 to this Report.

In view of the above, the overall compliance of the reporting entities with the data assurance procedures agreed
by ZEC is satisfactory.

10 Value of cobalt was obtained from the KCM reporting template
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2.4.4 Data reconciliation

The coverage of the reconciliation exercise can be presented as follows:

Table 11: Coverage of the 2020 reconciliation exercise

Total payments o
(ZMW million)
Payments in the reconciliation scope 23,463.02 92.41
Payments unilaterally disclosed 1,927.87 7.59%
Total revenues collected by Government Agencies and 100%
Local Councils 25,390.89

The reconciled data amounted to 94.41% of total cash flows reported by the Government.

Table 12: 2020 Reconciliation results

Resolved discrepancies

pawrepsedpoyments  "AUSPoS W milion o s
Companies Government

Companies 22,342.37 875.28 - 23,217.65

Government 23,180.95 - 282.07 23,463.02

Discrepancy (838.58) (245.37)
% 3.62 1.05

The detailed results of the reconciliation exercise per company are presented in the following table with post-
reconciliation differences noted between amounts reported as paid by in-scope extractive companies and
amounts reported as received by government agencies.

Table 13: 2020 Reconciliation results by company

Extractive -
Company Companies Zﬁm’ﬁqpe"t anz\lltlfi;ﬁrl"ce
(@MW Million) ( i) ( itz
1  KANSANSHI MINING PLC 7,990.74 7,988.89 1.85
2 KONKOLA COPPER MINES PLC 652.20 614.65 37.54
3 LUMWANA MINING COMPANY LIMITED 1,016.13 839.62 176.51
4  MOPANI COPPER MINES PLC 1,749.20 2,061.97 (312.77)
5 KALUMBILA MINERALS LIMITED 3,238.92 3,425.38 (186.45)
FIRST QUANTUM MINING AND

6 OPERATIONS LTD BM M S 1,586.41 1,434.99 151.42
7 CHAMBISHI COPPER SMELTER LIMITED 3,216.48 3,344.65 (128.17)
8 ZCCM INVESTMENTS HOLDINGS PLC 24.29 73.60 (49.30)
9 MAAMBA COLLIERIES LIMITED 514.70 646.44 (131.74)
10  NFC AFRICA MINING PLC 1,023.33 954.68 68.66
11 LUBAMBE COPPER MINE LTD 437.53 437.89 (0.37)
12 KAGEM MINING LTD 135.87 168.86 (33.00)
13 LAFARGE CEMENT ZAMBIA PLC 320.78 120.87 199.91
14  CNMC LUANSHYA COPPER MINES PLC 1,311.07 1,350.54 (39.47)
Total 23,217.65 23,463.02 (245.37)

Zambia EITI Page 17




ZEITI Report for the year ended 31 December 2020

The detailed results of the reconciliation exercise per revenue stream are presented in the following table with
post-reconciliation differences noted between amounts reported as paid by in-scope extractive companies and
amounts reported as received by government agencies.

Table 14: 2020 Reconciliation results by revenue stream

Extractive :
q Government Differences
No. Revenue stream companies v o
(ZMW million) (ZMW million) (ZMW million)
1 Import VAT 1,353.83 1,233.01 120.83
2 Company Income Tax (including Provisional Tax) 4,804.96 4,765.46 39.50
3 VAT 474.42 1,182.90 (708.48)
4 Withholding VAT 6,990.54 6,848.21 142.33

Total payments 13,623.75 14,029.58 (405.82)

Full reporting and reconciliation results for 2020 can be found at Section 3.3 and Annex 15.

The remaining unsolved discrepancies amounting to ZMW 245.37 million represents 1.05% of the revenues
reported by the Government and selected for reconciliation. The reconciled amount reported by the government
was higher by ZMW 405.82 million than the reconciled amount reported by companies. This is almost within the
acceptable final reconciliation difference set by the ZEC at 1%.

As shown in the above tables the remaining unsolved discrepancy is mainly explained by a negative difference of
ZMW 708.48 million in VAT and a positive difference of (ZMW 142.33 million) in Withholding VAT respectively. It

is worth noting that many companies reported Withholding VAT while the payments were not actually made in
2020.

It was noted that in 2020, many companies declared Withholding VAT to ZRA without making the payment because
it was agreed with ZRA that these payments will be offset against VAT refundable.

On the basis of the reconciliation results as described above and the matter described in Section 2.3.4 “Data
Assurance”, it was concluded that the overall comprehensiveness and reliability of the payments reported by
government agencies is nearly satisfactory.

2.5 Recommendations
2.5.1 2020 Recommendations

For the 2020 ZEITI report, the ZEC built on the foundation of transparent reporting of extractive industry revenue.
Per the EITI Standard, the following recommendations are made to the ZEC for future improvements in
transparency and accountability.

1. The Zambia EITI Council (ZEC) should increase their efforts to ensure the comprehensiveness of government
and corporate data, and public access, by further advancing systematic disclosures. This report identifies
three wider-reaching systems where companies and governments both have responsibility for reporting,
collection and (to some extent) publishing data:

i The Mining Cadastre portal of Zambia provides up to date and comprehensive overviews of
extractive license locations but does not yet provider easy access to this information in open
formats, nor the full texts of contract or license documents. If current systems are not suitable
for responding to current information demands of stakeholders and EITI, other solutions should
be explored to ensure better public access to the underlying information.

ii. PACRA’s corporate registry provides access to key information required by the EITI Standard
for a prescribed fee of ZMW 90 per company print out. This information includes BO data and
an indication of companies’ compliance with certain reporting obligations to the Government
of Zambia. However, the registry could improve on its data access by providing options for
broader access to such data in open formats, including access to financial statements by
companies.

iii. The Mineral Output Statistical Evaluation System (MOSES) monitoring system serves as a
potential data collection and reporting tool to facilitate additional disclosures on more
disaggregated revenue data for extractive companies.
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These provisions would ensure that Zambia EITI assesses whether (i) government and corporate systems
contain the relevant information required by the EITI Standard, (ii) that this information is comprehensively
collected and assured for all extractive operations, and (iii) that the disclosures are made publicly
accessible using open formats with minimum practical, technical or financial barriers.

. Related to the systematic disclosure focus above, Zambia EITI and the ZEC could further advance and
strengthen its work on domestic resource mobilisation through more complex analyses that combine
relevant and current disclosures. Zambia EITI has begun its efforts to fully clarify who benefits from
extractive sector operations, what work operators are obliged to undertake, and how this translates into
national and subnational benefits. However, Zambia E ITI could further facilitate analysis that combines
such information to provide a comprehensive entity-by-entity overview. As was cited a specific demand
from civil society and certain government stakeholders, overviews that holistically cover information
available for different extractive companies are challenging to obtain or assess, with a multitude of sources
of data and information flows.

The ZEC is encouraged to further consider how the Zambian extractive industry contributes and responds
to the opportunities presented by the energy transition. Disclosures, especially at a mine (license) level on
emissions or carbon intensity, and dissemination activities in local communities could help address
stakeholders’ demand for information regarding the impact of mining at the local level and contribute to
the national debate related to Zambia’s position as a key mineral producer in the face of climate change,
and the need for critical minerals such as cobalt, manganese and copper, for the energy transition.

The ZEC should engage the Ministry of Mines and Minerals Development to consider assigning Mineral
production values to the Mineral production figures;

The ZEC should engage the ZRA to assign export volumes to all exported minerals;

The ZEC should engage the Zambia Revenue Authority (ZRA) on the discrepancy in VAT refunds. There is
need to find a mechanism of recording the refunds that are effected either as offsets or cash refunds; and,

The ZEC should collaborate with the ACP project to start recording production figures for the industrial
Minerals sector.

2.5.2 Results from the 2021 EITI Validation

In the 2021 Zambia underwent an EITI Validation. The scorecard below provides a summary of the assessment on
the progress made by Zambia in implementing the EITI. The full Validation report is available at
www.zambiaeiti.org

Table 15: 2021 Validation Results

EITI .
) Final assessment

Requirements
5 8 8

Validation of Zambia (2021): Assessment per EITI Requirement Th ) §
> 0 =] F=
S s P a

Component Module Requirements

Extra points Effectiveness and sustainability indicators 3 -

Outcomes and
impact

Outcomes and
impact

Work plan (#1.5)

Public debate (#7.1)

Data accessibility and open data (#7.2)

Recommendations from EITI (#7.3)

Outcomes & impact (#7.4)

Government engagement (#1.1)

Stakeholder Multi-stakeholder Industry engagement (#1.2)
engagement oversight Civil society engagement (#1.3)
MSG governance (#1.4)
Overview of the Exploration data (#3.1)
Transparency | extractive

industries

Economic contribution (#6.3)
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Legal and fiscal

Legal framework (#2.1)

Contracts (#2.4)

[ Notassessed |- | - |

framework
Environmental impact (#6.4)
) Contract and license allocations (#2.2)
Licenses
License register (#2.3)
Ownership Beneficial ownership (#2.5)

State participation

State participation (#2.6)

In-kind revenues (#4.2)

Cnotsppicale |- | - |

SOE transactions (#4.5)

SOE quasi-fiscal expenditures (#6.2)

Production and
exports

Production data (#3.2)

ot sppiicable |- | -
Mostlymer [ 60| <

Export data (#3.3)

Revenue collection

Comprehensiveness (#4.1)

Barter agreements (#4.3)

Not applicable

Transportation revenues (#4.4)

Not applicable

Disaggregation (#4.7)

Data timeliness (#4.8)

Data quality (#4.9)

Distribution of revenues (#5.1)

Not assessed - =

Revenue -
management Revenue management & expenditures
(#5.3)
Direct subnational payments (#4.6)
Subnational Subnational transfers (#5.2)

contributions

Not applicable - =

Social and environmental expenditures
{#6.1)

Not applicable - =
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3. RECONCILIATION SCOPE AND RESULTS OF RECONCILIATION WORKS
3.1 Scope of ZEITI Report 2020

3.1.1 Sectors covered by the reconciliation exercise

The ZEC decided to include the mining sector (including Cement) in the reconciliation scope for ZEITI Report
2020. Furthermore, the payments relating to the Oil and Gas sector was also included in the ZEITI Report 2020
through unilateral disclosure from the Government Agencies.

3.1.2 Scope of reconciliation

3.1.2.1 Scope of payments streams

The EITI Standard defines materiality as follows: “Payments and revenues are considered material if their
omission or misstatement could significantly affect the comprehensiveness of the disclosures ”.

Overview of payments to MMMD

After reviewing the previous EITI reports and legislations in force, particularly the Mines and Minerals
Development Act 2015, 4 categories were identified of fees and charges payable by the mining companies to
MMMD. These fees and charges are set out in the table below:

Table 16: Payment streams received by MMMD

No. Payment flow

1 Application Fees

2 Area Charges

3 Analysis, Valuation, Export permit Fees
4 Other fees & charges

ZEC decided to include the payments listed in the above table in scope of the 2020 ZEITI report.

Overview of payments to ZRA

After reviewing the previous EITI reports and legislations in force, particularly the Mines and Minerals
Development Act of 2015, the Income Tax Act, the Property Transfer Tax Act and the Value Added Tax Act, the
report has identified 11 categories of taxes payable by the mining companies to ZRA. These fees and charges are
set out in the table below.

Table 17: Payment streams received by ZRA

Pay-As-You-Earn

Company Income Tax (CIT)
Withholding Taxes
Property Transfer Tax
Mineral Royalty

Export Levy

Import VAT
Import/Customs Duty
Excise Duty

VAT

11 Withholding VAT (WHVAT)

O 00N OB AW N

—
o

The ZEC decided to include the following information relating to VAT refundable and VAT refunds in the scope
of ZEITI report 2020 as it allows a better understanding of the context of the VAT system in Zambia:
- VAT refundable: Amount of VAT paid by mining companies on purchases of goods and services which is
considered to be refundable, including import VAT, which is not yet refunded to the company;
- VAT refunds: VAT refunds received in the form of cash or offsets in 2020;
- Total VAT refunds: Total historic VAT refunds for all prior years remaining unpaid at year end.

ZEC decided to include the payments listed in the above table in scope of the ZEITI report 2020.
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Overview of payments to the Ministry of Local Government and Housing (Sub National Payments)

Similar to previous reconciliation exercises, the contribution to the Ministry of Local Government and Housing
(MoLGH), and specifically the Local Councils, was restricted to the following fees:

- Property rates

- Annual Business Fees
- Stone levy, and

- Manganese fees

These payments were included because they are important to the areas served by local councils and based on
information set out in the previous reconciliation reports.

Overview of payments to the Ministry of Lands
Two types of fees are payable to the Ministry of Lands by mining companies.

Table 18: Payment streams received by Ministry of Lands

No. Payment flow
1 Ground Rent
2 Registration Fees

The ZEC decided to include the two types of fees in scope of the ZEITI report 2020 in order to ensure completeness
of income.

Payments to Environmental Protection Fund

The Environmental Protection Fund (EPF) was set up in 2008 under the Mines and Minerals Development Act
2008.This legislation provides for contributions to EPF by mine operators in form of cash as well as other forms
of security. The Mines and Minerals Development Act of 2015 has provisions related to the EPF in Section 86.

ZEC decided to include the payments made to EPF in the scope of the ZEITI Report for 2020.

Payments to Ministry of Finance

The dividends received from State-owned Enterprises in 2020 as well as the revenues received from the sale of
GRZ shareholding in these companies, are included in the scope of the ZEITI report for 2020.

Payments to ZCCM-IH
As per the previous ZEITI Reports, ZEC decided to include the following payments in the 2020 ZEITI report.
Table 19: Payment streams received by ZCCM-IH

1 Dividends from ZCCM-IH Shares

2 Price participation fees

3 Revenues from ZCCM-IH shareholding sale

4 Revenues from ZCCM-IH mining rights transfer

Social Payments

These consist of all contributions made by extractive companies to promote local development and to finance
social projects in line with EITI Requirement 6.1. This Standard encourages MSG to apply a high standard of
transparency to social payments and transfers, the parties involved in the transactions and the materiality of
these payments and transfers to other benefit streams, including the recognition that these payments may be
reported even though it is not possible to reconcile them.

These contributions can be made in cash or in kind. This category includes, inter alia: health infrastructure,
school infrastructure, road infrastructure, market gardening infrastructure, projects related to the promotion of
agriculture and the grants provided to the population.

There are no legal or contractual provisions for mandatory social payments in Zambia. However, this report
includes the voluntary social payments in the 2020 EITI scope through unilateral disclosure of mining companies.
These payments can be summarised as follows.
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Table 20: Social payments included in the 2020 EITI Report

No. Payment flow
1 Corporate Social Responsibility In kind payments
2 Corporate Social Responsibility cash payments
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3.1.2.2 Scope of mining companies
Selection of Qil & Gas companies

According to the information made available by MMMD, there were no reported activities carried out by extractive
companies during 2020 in the Oil and Gas sector.

The table below shows payments made by Petroleum Exploration Companies in 2020 as follows:

Table 22: Fees and surface rentals (Regulations 40 and 41)

Annual

Company Licence No Block Licence Fees  Area Charges Amount Paid

(K)

1 ZCCM-INVESTMENT HOLDINGS PEL 034 52 90,000.00  308,221.50 398,221.50
2 GEO-PETROLEUM LIMITED PEL 028 31 90,000.00  685,534.51 775,534.51
3 NTED 2o el PEL 008 32 90,000.00  1,518,086.44 1,608,086.44
4 ZCCM-INVESTMENT HOLDINGS PEL 012 1 90,000.00 426, 796.39 516,796.39
5 SARGAS OIL LIMITED PEL 029 54 90,000.00  144,803.05 234,803.05
PEL 035
6 TIISEZA ZAMBIA LIMITED 18 90,000.00  263,224.50 353,224.50
7 ZCCM-INVESTMENT HOLDINGS PEL 030 39 90,000.00 63,918.32 153,918.32
8 ZCCM-INVESTMENT HOLDINGS PEL 032 17 90,000.00 334, 803.06 424, 803.06
. BAROTSE PETROLEUM PELOOTE 0o ] UNDER
COMPANY LIMITED PEL 002 LITIGATION

10 ZCCM-INVESTMENT HOLDINGS PEL 033 27 90,000.00  137,738.26 227,738.26
11 ZCCM-INVESTMENT HOLDINGS PEL 031 44 90,000.00 97,658.28 187,658.28

Selection of mining companies

The Zambia EITI Council (ZEC) resolved to use the 2019 scope for the production of the 2020 ZEITI report. The
scope included 14 companies including ZCCM-IH.

ZCCM-IH

ZCCM Investments Holdings PLC is an investments holdings company with diversified interests in mining, energy
and other sectors of the Zambian economy. The Company has a primary listing under ISIN number ZM0000000037
on the Lusaka Stock Exchange and secondary listings on the London Stock Exchange and the Euronext Stock
Exchange in Paris.

The Company’s shareholders are the Industrial Development Corporation Ltd (IDC), an investment company
wholly owned by the Zambian Government, with 60.28%, the Government of the Republic of Zambia (GRZ) with
17.25%, NAPSA with 15% and minority shareholders with 7.47%.

Reconciliation scope of mining companies 2020

The table below shows the number of companies included in the reporting scope for the 2020 ZEITI report.
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Table 23: List of companies involved in the reconciliation exercise 2020

N° Company
Mining companies
KANSANSHI MINING PLC
KALUMBILA MINERALS LIMITED
LUMWANA MINING COMPANY LIMITED
CHAMBISHI COPPER SMELTER LIMITED
MOPANI COPPER MINES PLC
KONKOLA COPPER MINES PLC
FIRST QUANTUM MINING AND OPERATIONS LTD
CNMC LUANSHYA COPPER MINES PLC
MAAMBA COLLIERIES LIMITED
NFC AFRICA MINING PLC
LUBAMBE COPPER MINE LIMITED
KAGEM MINING LIMITED
LAFARGE CEMENT ZAMBIA PLC
State-owned Enterprise

14 ZCCM-IH

O 00 N o8 AW N

- A A
w N = O

Scope of Government Agencies
Based on the list of payment streams included in the scope, the following Government Agencies and the State-
owned enterprises were involved in the 2020 ZEITI Report:

Table 24: Government Ministries/Agencies scope for ZEITI Report 2020

Ministries/Government Agencies

1 Zambian Revenue Authority (ZRA) 3 Ministry of Lands and Natural Resources

2 Ministry of Mines and Minerals Development 4 Ministry of Finance

5 ZCCM-IH 6 Industrial Development Corporation (IDC)
| DistrictCouncils |

7  Mufulira Municipal Council 17 Ndola City Council

8 Kalulushi Municipal Council 18 Lufwanyama District Council

9  Zimba District Council 19 Lusaka City Council

10 Kitwe City Council 20 Mumbwa District Council

11 Chililabombwe District Council 21 Sinazongwe District Council

12 Luanshya District Council 22 Solwezi Municipal Council

13 Chingola Municipal Council 23 Kafue District Council

14 Kabwe District Council 24 Choma Municipal Council

15 Mazabuka District Council 25 Chilanga District Council

16 Kalumbila municipal council 26 Mansa District Council

As only CIT, Import VAT, VAT and WVAT are reconciled, ZRA is the sole Government Agency involved in the
reconciliation scope.

3.1.3 Level of disaggregation of the payments

3.1.3.1 Level of disaggregation agreed by ZEC
The reporting entities included in the reporting scope were asked to report their data:

by administration or public entity for each company retained in the reconciliation perimeter;
by company (or taxpayer) for public entities included in the scope

by type of flow for all reporting entities

by project for all reporting companies

ia EITI Page 29
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Reporting entities were also asked to report data on production and exports by project.

3.1.3.2 Definition of the term ‘project’

According to Guidance Note 29 on project level reporting, the global practice in defining project shows that one
of the key take-aways is that what constitutes a project is linked to the forms of legal agreement(s) governing
extractive activities between the government and companies. In other words, in a production-sharing regime, a
project is typically the contract that gives rise to payment liabilities. In a tax/royalty regime, a project is
typically the licence that gives rise to payments.

In Zambia, a project is defined by ZEC as “the operational activities that are governed by a single licence and
forms the basis for payment liabilities with a government”.

Where payments are attributed to a specific project, then the total amounts per type of payments have been
disaggregated by project. Where payments are levied at an entity level rather than at a project level, the
payments were be disclosed at an entity level rather than at a project level.

Hence, the reporting entities were requested to disclose the licence number for each of the payments as detailed
in Table 25 below as well as the production and the exports data. Furthermore, an additional column named
“Field Name” was added to the reporting templates in order to identify the location and name of the mine.

Based on the previous ZEITI Reports and corrective actions, it was noted that the reporting Government Agencies,
namely ZRA, MoL and the local councils were not able to report the payments, production and exports
disaggregated by project. Therefore, the reporting templates were distributed to the in-scope mining companies
in order to collect data (payments, production and exports) broken down by project.

The table below summarizes which payment flows are levied at project level and therefore can be disclosed at
this level:

Table 25: Payment flows to be disclosed at project level

Reporting Items Must be Disclosed by project

MMMD
Application Fees

Area Charges

Analysis, Valuation, Export permit Fees
Other fees & charges

EPF

Environmental Protection Fund

ZRA

2 2 2 2

x

Pay-As-You-Earn X
Company Income Tax (CIT) X
Withholding Taxes X
Property Transfer Tax v
Mineral Royalty v
Export Levy X
Import VAT X
Import/Customs Duty X
Excise Duty X
VAT X
Withholding VAT (WHVAT) X
VAT refundable X
VAT refunds X
Annual Business Fees R
Property Rates v
MoL

Ground Rent v
Registration Fees <
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3.2 Approach and methodology

3.2.1 Flexible EITI reporting in response to Covid-19

In June 2020, the EITI International Secretariat published the instructions for the flexible EITI reporting in
response to Covid-19. According to the latter, implementing countries may deviate from the standard procedure
for EITI reporting, including reconciliation for EITI Reports scheduled for publication by 31 December 2020. In
doing so, the country must disclose the following information in their reporting:
- Information on sector developments and industry outlook for 2020 and beyond, in light of Covid-19,
commodity price shocks and the potential for longer-term reductions in demand for commodities;
- Unilateral disclosures by government and/or companies in accordance with EITI Requirements 2, 3, 4, 5
and 6, with the exception of provisions relating to data quality and assurance (Requirement 4.9b);
-  Disclosures of production, export and revenue data covering fiscal year 2020, as well as year 2021 to
the extent possible;
- A complete overview of the disclosed data; and
- An assessment by the MSG of the comprehensiveness and reliability of the disclosed data, identifying
any gaps or weaknesses in reporting. Where necessary, the MSG should discuss what additional work is
needed to address concerns about the comprehensiveness and reliability of the disclosed data. This
could include:
e Seeking additional information from reporting entities;

e Undertaking a comprehensive report in line with the EITI Standard for any reporting years that
were subject to flexible reporting, if feasible.

The ZEC approved the TORs for flexible reporting. The flexible approach to EITI reporting for 2020, as approved
by the EITI International Board, is intended to ensure that disclosures are timelier and can help inform ongoing
discussions on measures to address the impact of the interrelated factors of the Covid-19 pandemic, commodity
price downturn price shocks, and the global economic downturn on the extractive industries. It allows countries
to deviate from the standard procedure for EITI reporting including reconciliation (Requirement 4.9.b), by
disclosing information relevant to inform ongoing discussions on the impact of these crises.

Reconciliation scope of payment streams 2020

In view of the above, ZEC decided to adapt a mixed approach where only risky revenue streams were reconciled.
These revenue streams were selected using the risk-based approach. This means that only revenue streams that
have previously provided huge discrepancies were reconciled to ascertain whether the recommendations in the
2019 ZEITI report have been addressed by the respective reporting agency. The revenue streams contained in
the 2020 report are summarised in the table below.

3.2.2 Data collection

A Standard reporting template and instructions were designed to facilitate the process for the reporting entities.
The templates were designed to include the revenue streams paid to each Government Entity and was formatted
in such a way that companies could easily identify and determine the appropriate amounts to be disclosed. The
reporting templates were sent electronically to the reporting entities.

Companies and Government Agencies were requested to submit a breakdown of payments by date and by receipt
number in the supporting schedules.

3.2.3 Reconciliation and investigation of discrepancies

The data reconciliation exercise was carried out between 1st August and 24t" September, 2021. In carrying out
the reconciliation, the following procedures were peformed:

Initial Reconciliation Procedures: Figures reported by extractive companies were compiled item by item and
compared with figures reported by Government Agencies. As a result, all discrepancies identified have been
listed by item in relation to each Government Agency and company.

In cases where the reported revenue data from Government Agencies agreed with a company’s reported payment
data, with deviation within the allowable variance as described in section below, the government figures were
considered to be confirmed and no further action was undertaken.

In cases where the reported revenue data from Government Agencies did not agree with a company’s reported
payment data and the difference was not within the allowable variance, discrepancies were identified for each
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company and Government Entity and the discrepancies were subject to further investigations before completing
the initial reconciliation report.

Reconciliation Variance and Level of Effort: As part of the reporting template finalisation, a variance threshold
of ZMW 10,000 was set to help determine an acceptable level of effort to be spent in attempting to resolve
discrepancies.

In cases where the reported revenue data from Government Agencies did not agree with the company’s reported
payment data, and the discrepancies were at or below the variance threshold, the Reconciliation concluded that
the discrepancies were not material to the 2020 ZEITI Report.

3.2.4 Basis and period of reporting

In order to comply with the 2019 EITI Standard, the ZEC agreed that the 2020 ZEITI Report would be based on
data for the fiscal year 2020 which is from 15t January 2020 to 31t December 2020.

The revenue streams included in the reconciliation scope relate only to the payments made by companies and
revenues received by Government Agencies during FY 2020. The period in which the taxes are incurred by
companies is not relevant; only the period in which the taxes were paid and reported is relevant.

The reporting currency is ZMW. For payments made in foreign currency, the reporting entities were required to
report in the currency of payment. Payments made in foreign currency (USS) have been converted to ZMW at the
actual rate used by the Government Agency to record the amount received.

Where actual rates were not available or not disclosed by the reporting entities, the average rate was applied
for the period as published by the Bank of Zambia (BoZ). The average rate used was USS 1 = ZMW 18.29

3.4.5 Procedures for the management and protection of the collected data

In order to protect the confidentiality of the data collected from the reporting entities, the following measures
have been applied:

- only the data required by the EITI Standard, Terms of Reference and reconciliation exercise was
requested. Any irrelevant information inadvertently communicated has been deleted and/or destroyed;

- data collected is processed on password-protected laptops and e-mail communications are performed
via secure messaging servers;

- reporting entities were requested to address the completed reporting template and any information
considered sensitive or confidential directly to the Zambia EITI Secretariat generic email address:
infor@zambiaeiti.org

- all requests for additional information from Government Agencies or extractive companies for the
reconciliation purposes were processed in accordance with the above protocol.

3.3 Results of the reconciliation works

3.3.1 Payment Reconciliation between Extractive Companies and Government Agencies

Thirteen (13) companies and Four (4) government agencies, Twenty One (21) local councils and the State
Company ZCCM-IH submitted their reporting templates. The table below presents aggregated cash flows as
reported:

The companies initially reported payments of ZMW 22,342,370,654 to the Government, while the government
reported to have received 23,180, 949. The payments reported by the companies were ZMW 838,579,134.85
lower than the payments reported by the Government. However, after the final reconciliation there was a difference of
ZMW 245, 372, 912

Table 26: Payment Reconciliation between Extractive Companies and Government Agencies

Initial reporting Resolved discrepancies (ZMW) Adjusted reporting
A ted t
D (ZMW) Companies Government (ZMW)
Companies 22,342,370,654 875,276,765.53 23, 217, 647,420.00
O EmmHER: 23,180,949,789 282,070, 542 23, 463, 020,331.51

Discrepancy

%
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3.3.2 Cash flows per company

The detailed results of the reconciliation exercise per company are presented in the following table with post-
reconciliation differences noted between amounts reported as paid by in-scope extractive companies and
amounts reported as received by government agencies:
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ZEITI Report for the year ended 31 December 2020

3.4 Unilateral Disclosure of Revenues by Government Agencies

Government Agencies were requested to disclose unilaterally revenue streams collected from companies but not
included within the reconciliation scope in accordance with EITI Requirement 4.1.d. Details of revenues by
Payment Flow are set out in the table below:

Revenues Reported Unilaterally by
Government Entities in ZMW

Description of payment

MMMD 34,497,134.29
1 Application Fees 6,020,840.00
2 Licence Fees
3 Area Charges 27,912,084.29
4 Valuation Fees 303300
5 Chemical Analysis 220,710.00
6 Environmental Protection Fund =
7 Annual Operating Permit 28,200.00
8 Export Permit -
9 Gemtsone Sales Certificate -
10 Import Permit -
11 Other fees & charges - ERB 12,000.00
ZRA 2,310,803,432.39
12 Pay- As-You-Earn 407,081,192.56
13 Import VAT 334,215,674.56
14 Mineral Royalty 127,336,424.26
15 Company Income Tax 371,947,618.09
16 VAT 397,665,493.22
17 Import/Customs Duty 196,599,610.23
18 Withholding Taxes 121,373,672.30
yr\;i:(hehsolding on Value Added 210,932,186.03
19 Export Duty 49,319,162.00
20 Property Transfer Tax 205,243.98
21 Domestic Excise 36,010,138.33
22 Other taxes (ZRA) 58,082,195.28
23 Turnover Tax 34,821.55
Local Councils 214,037,627.30
24 Annual Business Fees 502,870.83
25 Property Rates 212,676,506.37
Stone Levy 333,906.60
26 Manganese Levy 524,343.50
MolL
27 Ground Rent
Petroleum 4,880,784.31

Total 2,564,218,978.29

The detail by Company is presented in Annex 17.
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3.5 Unilateral Disclosure of VAT claims and VAT refunds by in -scope companies

In-scope extractive companies have been requested to report the amount of VAT claimed in 2020 and the VAT
refunds received from ZRA in the same period. Vat refunds are the refunds actually repaid by ZRA in 2020 whether
in cash or offsets against other taxes.

It is worth noting that VAT Claimed and VAT refunds have been declared only by the in -scope companies and
have not been reconciled or confirmed by ZRA. Furthermore, VAT Claimed declared does not represent a
cumulative amount up to December 2020.

In-scope companies have been also requested to disclose the amount of the VAT refundable balance as at 1
January 2020 and 31 December 2020.

VAT Refunds Closing

in ZMW for balance of

Opening balance of VAT VAT Refundable the the VAT

Companies refundable as at 01 in the calendar  calendar year refundable as

January 2020 (ZMW) year 2020(ZMW) 2020 (in the at 31

form of cash December

or offsets)"! 2020 (ZMW)

Kansanshi Mining PLC 4,958.71 1,487.17 1,340.82 5,105.05

Konkola Copper Mines PLC 998.15 1717.17 613.97 2101.72

Lumwana Mining Company Limited 683.26 1,253.73 479.55 1,457.44
Mopani Copper Mines PLC - 0.00 882.59 3,367.00

Kalumbila Minerals LTD 2,761.80 1,561.37 298.37 4,024.80

FIrst Quantum Mining & Operations 518.09 272.97 323.83 467.24

Chambishi Copper Smelter LTD 624.43 2452.14 3377.23 -300.66

NFC Africa Mining PLC : 0.00 494.15 -

Lubambe Copper Mine LTD 135.46 176.36 273.24 38.57

Lafarge Cement Zambia PLC ) 7.38 0.00
CNMC Luanshya Copper Mines LTD 253.67 390.66 403.62 240.71
Total 10,933.58 9,318.94 8,487.38 13,134.88

" Figures are in ZMW Billions and Millions.
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ZEITI Repert for the year ended 31 December 2020
4. EXTRACTIVE SECTOR IN ZAMBIA

Zambia has a long history of mining, principally of copper. The country copper reserves are estimated at 21
million metric tons'. In 2020, Zambia was the second-largest copper producer in Africa, after DRC, and the
eighth largest worldwide. In addition to copper, many other minerals are explored and produced in Zambia
including cobalt, gold, manganese, iron, emeralds and a variety of other gemstones, industrial minerals, as well
as energy minerals.

Historically, mining has been concentrated |
in an area known as Copperbelt Province |
renowned for its high-grade deposits. | —
However, the mining activity in Zambia has - 4 -
recently diversified out of the Copperbelt | . vi R "“‘. |
Province into virtually all the other nine o e |
provinces but mainly the North-Western . j o VIR, >
Province (largely viewed as ‘the new i T — l“"‘ 1
Copperbelt’), Southern Province, Luapula p

Province, Central Province and Eastern y
Province. For a more detailed view of the
spread of mining activity around Zambia,
refer to the Zambia Mining Cadastre Portal

i .

|
at ] " ._." v 4
http://portals.flexicadastre.com/zambia/. | P *l' L il

' i

|

Following the completion of the o

privatisation of the mining sector in Zambia L LA ~‘ 4 ~
in 2000, mining in the country is . ¢ . ‘
predominantly private sector driven. The 2. "‘ ’

State transformed the parastatal agency . - .. . <o - “
that owned virtually all the productive = “ - " S o
mines and tensments before 2000 into an T 7

investment company known as Zambia Consolidated Copper Mines Investment
Holdings (ZCCM-IH), which retains minority interests in most large-scale mining
projects. However, all the large-scale mines in Zambia, as well as most
prospective tenements, are in private hands with constitutionally protected title
to minerals discovered or won. The State deliberately promotes a policy of a
private sector-driven mining industry.

LR}
:
]

Zambia 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 and the dwindling
revenues from the country’s copper exports. Historically, the country has had two major exploration programs
by Mobil and Placid Oil undertaken between 1986 and 1991 within the Luangwa Rift Valley, one was terminated
before intersecting the most favourable
reservoir horizons. Considerable
thicknesses of littoral and continental
sediments underlain by carbonaceous
rocks with oil generating potential are
present within the Karoo-age graben of
both the Luangwa and Mid-Zambezi
Valleys.

Oil and gas exploration resumed in 2004
following the discovery of oil and gas in |
Uganda and Kenya in the Great East
African Rift Valley, which rift is believed

to extend to Zambia. The discovery of oil | ***** | , : —
and gas in East Africa rekindled interest by Ly & - ] Py

oil exploration companies to explore in the
basins of Zambia. The interest shown by .
exploration companies coupled with aand ’ —
reports of oil seepages in North-Western | i T e T .
Province prompted Government to resume

oil and gas exploration.

| AP LHIWING GRANTED AND AVALARLE PETROLEUM BLOTRY
| SHOLOGICAL SUSVEY DEFAR TSR

|

1
I

e

el b U I i

12 Source: USGS (https://pubs.usgs.gov/periodicals/mcs2020/mcs2020-copper. pdf)
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Positive exploration results encouraged Government to extend prospecting activities to other Provinces and to
revise the legal framework. Prospecting activities were extended to Western, Eastern, Southern, Northern, and
Luapula Provinces. The Petroleum (Exploration and Production) Act of 1985 was repealed and replac ed with the
Petroleum (Exploration and Production) Act of 2008.

Prospective areas were demarcated into blocks in preparation for the participation of the private sector. In
accordance with the law, the blocks are licenced through competitive bidding. Three licensing rounds have so
far been held, in 2011, 2013 and 2016 and accordingly seventeen licences were issued in 2011, nine in 2013, and
two in 2016. Zambia has a total of thirty-eight (38) demarcated petroleum blocks of which twenty-six (26) blocks
are still available for licensing.

Tullow Zambia Oil B.V. commenced aerial acquisition of Full Tensor Gradiometry (FTG) on 11th August 2017 and
completed this work on 18th September 2017, covering a total line distance of 7076km and an area of 20, 000kmz2.
FTG is a survey which is meant to determine the presence of geological basins for possible oil and gas
accumulation. Tullow Zambia Qil B.V.’s FTG report indicates the presence of two (2) geological basins around
Lakes Mweru and Tanganyika. Tullow Zambia Oil B.V. also conducted passive seismic survey (for determination
of the depth of Lake Mweru Geological Basin). From the results of the work done so far, Tullow Zambia B.V.

believed that there was a heightened risk in conducting further exploration in Block 31 stating that the depth of
the basin was not deep enough for oil and gas generation. The Tullow Zambia B.V - Geo Petroleum Limited
project has already made a minimum expenditure of USD 4.8 million in Block 31 regarding all exploration work.

However, the minority shareholder in the project, Geo Petroleum Limited, did not share the view of heightened
risk in conducting further exploration in Block 31. This led to the transfer of the majority interest by Tullow
Zambia B.V. to Geo Petroleum Limited in 2020. Geo Petroleum has committed to undertake exploration work
estimated to cost USD 4.3 million from 2021 to 2024. Specifically, the company intends to conduct seismics data
acquisition and slime hole drilling. In addition, Geo Petroleum has committed to spend at least USD 10 million
for drilling of an exploration well if the results for seismic data acquisition, slime hole drilling and bathymetry
surveys come out positive.

Mafula Energy Limited has completed various exploration techniques such as remote sensing direct detection of
hydrocarbons (satellite image analysis), oil slick and seep analysis, microbial analysis, geological mapping, and
geophysical modelling for identification of features on the surface of the earth that can help us identify potential
petroleum systems. This work led to the identification and delineation of a geological basin which was confirmed
by stratigraphic drilling and wire logging of a 1km well. Thereafter, an audio -magneto telluric (AMT) survey which
determines the depth of a geological basin was successfully done. The company has integrated all the results
obtained from all the applied exploration techniques and is currently planning to commence seismic data
acquisition in 2021. Between 2013 and 2020, Mafula Energy Limited spent about USD 3million to 4million on oil
and gas exploration projects and license fees paid to Government. Going forward (between 2021 and 2023),
Mafula Energy Limited working collaboratively with its partners, intends to invest about, USD25 million to USD
30 million for seismic data acquisition and possibly drilling of exploration wells in Block 32 and other blocks in
Zambia.

Sargas Oil Limited has completed aerial acquisition of Full Tensor Gradiometry data and an aeromagnetic survey
covering a total line distance of 4085.6km and an area of 4100km2. The survey results indicate the presence of
a geological basin, the Mpulungu Basin, with the potential for oil and gas accumulation. Additionally, the company
engaged a consultant who conducted an independent petroleum potential evaluation over Block 54 which was
ultimately found to contain high potential for oil and gas. Following these results, the company applied for the
renewal of the petroleum exploration licence which was approved by the Petroleum Committee in 2020. Between
2016 to 2020, Sargas Oil Limited spent around USD 1 million on exploration work and license fees paid to
Government. From 2021 to 2024 (initial extension period), the company has committed to undertake exploration
work estimated to cost USD 3.1 million. The work will include geochemical studies, bathymetry survey and 2D
seismic acquisition portion of Lake Tanganyika within Block 54. In the second extension period, Sargas Oil Limited
has committed to spend at least USD 10.5 million for drilling of an exploration well if the results for 2D seismic
and bathymetry surveys come out positive. The company intends to do more ground-based exploration including
geological mapping to identify and assess rock features in relation to oil and gas potential in Block 54 in 2021.

4,1 Legal framework and fiscal regime
4.1.1 Mining sector

4.1.1.1 Legal and institutional framework

The primary law governing the mining sector is the Mines and Minerals Development Act [No.11 of 2015]"? as read
together with the Mines and Minerals Development (Amendment) Act [No. 14 of 2016] and Mines and Minerals

3http: //www.parliament.gov.zm/sites/default/files/documents/acts/The%20Mines%20and%20Minerals%20Act%2C%202015.pd
f
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Development (Amendment) Act [No.18 of 2018]. The Mines and Minerals Development Act became effective on
1 July 2015 although the date of assent is 14 August 2015.

The Ministry of Mines and Mineral Development (MMMD) deals with mining rights, licences, large scale mining in
Zambia, gemstones mining, health and safety, environmental protection, and geologic services on analyses,
royalties and charges. The sector is administered by the Geological Survey Department, the Mines Development
Department, the Mining Cadastre Department and the Mines Safety Department of the MMMD.

The key responsibilities of each agency in managing the mining sector can be summarized as follow:

Table 29: Roles and responsibilities of the relevant mining government agencies

Entity/Department Prerogatives

The MMMD is responsible for the development and management of mineral resources in a
sustainable manner for the benefit of the people of Zambia. The MMMD is responsible for

MMMD enacting legislations for the mining sector in Zambia and its mission includes among
others, supervision mining activities, negotiation with mining companies with respect to
environmental and social provisions contained in subsidiary agreements to the
development agreements and prescribing royalty rates.

The Committee:

e«  Consider applications for mining rights and non-mining rights and grant, renew
Mining Licensing Committee or refuse to grant or renew mining rights and non-mining rights;
e« terminate, suspend or cancel mining rights and non-mining rights; amend the
terms and conditions of mining rights and non-mining rights; and
e  advise the Minister on matters relating to its functions under this Act.

The department is mandated to compile and provide geoscience data and information
aimed at encouraging primarily the mineral sector and non-mining sector investment and
undertake regional geoscience and geological resource mapping, and compile resulting
quality products ready for publication in form of maps. The department also archives
statutory reports submitted by mineral tenement holders and be the State repository of
all geoscience data and further provide sound professional technical advice and services
to the State and all other stakeholders.

The department is charged with the responsibility of cadastral surveys or cadastral maps,
Mining Cadastre Department and holds a comprehensive register of the mining rights or real property’s metes-and-
bounds of a country

Department of Geological
Survey

The department is responsible for the issuance and administration of mining and non-
mining rights, gemstones sales certificates, import and export permits and monitoring of
the mining operations to ensure that mine development is in line with approved
programs of operations and in accordance with the Mines and Minerals Development Act.
The Department is also responsible for collection, compilation and dissemination of
mineral production statistics, undertaking reconnaissance surveys and demarcation of
mining rights/plots

Mines Development
Department

The MSD is responsible for all matters pertaining to safety and health of persons
employed in Exploration, Mining and Mineral processing operations throughout the
Republic of Zambia in line with the provisions of the Mines Minerals Development Act
number 7 of 2008.

Mines Safety Department

4.1.1.2 Fiscal regime
The Zambian mining sector is structured as a licence system rather than as a contract regime and production
sharing system. The rights and obligations of licensees are governed principally by the terms and conditions of
the licence and the general law.

The fiscal regime of the mining sector in Zambia is guided by:

- The MMD Act, 2015
- The MMD Regulations, 2016
- The general law (Income Tax Act, Customs and Excise Act, the Property Transfer Tax Act and the Value
Added Tax Act and other related legislations).
Zambia’s mineral fiscal regime in 2020 is summarised below:
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Table 30: Zambia’s current mineral fiscal regime - effective 1 January 2020

Royalty rate

Base Metals 5% NORM™
Copper (*) 5.5% - 10% NORM
Cobalt and Vanadium 8%
Precious Metals 6% NORM
Gemstones 6% GROSS™
Energy Minerals 5% GROSS
Industrial Minerals 5% GROSS
Tax deductible No

Corporate Income Tax

Tax on income from mineral processing 35%
Company tax rate on income from Mining Operations 30%

Withholding tax

Services rendered by affiliated entities 20%
Services rendered by other entities 20%
Interest on loan for mining operations 20%
Hedging activity as part of mining No
Tax on hedges (treated as separate source) 35%
Capital expenditure allowance 20%
Loss carry forward - years 10 years
Loss deduction cap -percentage of income 50%
Transfer pricing rules on interest payments Yes
Value Added Tax Exports are zero-rated
VAT rebate on fuel 70%
VAT rebate on electricity 80%
VAT on imported capital equipment & machinery Zero rated

Input VAT claims on consumables
Claim Disallowed

Customs duties

Export duty (Concs & other semi processed material) 10%
Custom duties on capital equipment & machinery Exempt
Import duty on copper and cobalt concentrates 5%
Export duty precious metals including gold, precious stones and gemstones 15%
Custom duties on specified capital equipment & machinery 10%

™ Norm Value - this is the quantity of the metal sold multiplied by the monthly average cash price per metric tonne of the
metal as published by London Metal Exchange (LME) or London Metal Bulletin (LMB) or any exchange approved by Commissioner
General where the metal is not published by LME and LMB.

15 Gross Value - this is the realised price free on board at the point of delivery within Zambia or at point of export from Zambia.
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Base Metals 5% NORM'®
Copper (*) 5.5% - 10% NORM
Cobalt and Vanadium 8%
Precious Metals 6% NORM
Gemstones 6% GROSS"
Energy Minerals 5% GROSS
Industrial Minerals 5% GROSS
Tax deductible Yes

Tax on income from mineral processing 30%
Company tax rate on income from Mining Operations 30%
Services rendered by affiliated entities 20%
Services rendered by other entities 20%
Interest on loan for mining operations 20%
Hedging activity as part of mining No

Tax on hedges (treated as separate source) 35%
Capital expenditure allowance 20%

Loss carry forward - years 10 years
Loss deduction cap -percentage of income 50%
Transfer pricing rules on interest payments Yes

Value Added Tax Exports are zero-rated
VAT rebate on fuel (mining operations, mineral processing and exploration) 70%

VAT rebate on electricity 80 %

VAT on imported capital equipment & machinery Zero rated
Input VAT claims on consumables Claims disallowed

Customs duties

Export duty (Concs & other semi processed material) 10%
Custom duties on capital equipment & machinery No Duty
Import duty on copper and cobalt concentrates S el su;{)gnded Urzerar
Export duty precious metals including gold, precious stones and gemstones 15%
(*) Copper Royalty Rate parameters
Copper Base 2020
below US$4,500 norm value 5.5%
between US$4,500 and 5,999 norm value 6.5%
between USS$6,000 and 7,499 norm value 7.5%
between US$7,500 and 8,999 norm value 8.5%
Above US$9,000 norm value 10%

Applicable fiscal incentives

Tax advantages available for mining operators can be summarised as follows:

16 Norm Value - this is the quantity of the metal sold multiplied by the monthly average cash price per metric tonne of the
metal as published by London Metal Exchange (LME) or London Metal Bulletin (LMB) or any exchange approved by Commissioner
General where the metal is not published by LME and LMB.

'7 Gross Value - this is the realised price free on board at the point of delivery within Zambia or at point of export from Zambia.
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Table 31: Applicable fiscal incentives

Fiscal regimes Key incentives

ar the normal CIT rate is 35 per cent, mining companies carrying out mining operations (for both
base metals and Industrial minerals) are taxed for CIT purposes at 30 per cent

Withholding tax on dividends paid by mining companies is zero per cent whereas it is generally
WHT 15 per cent or 20 per cent for other companies depending on whether the recipient is a resident
or non-resident

This option is available under the Mines Act, in that the Commissioner General may, on
application by the holder of the mining right, defer payment of royalty due from the holder if,
during any period for which a payment of royalty is due the cash operating margin of the holder
in respect of mining operations in the mining area falls below zero.

Royalty deferment

Mining companies may be allowed to maintain account books in US dollars in accordance with
generally accepted accounting principles if the Commissioner-General is satisfied that not less
than 75 per cent of the gross income is earned in the form of foreign exchange from outside
Zambia.

US dollar accounting

Prospecting
expenditure All prospecting expenditure incurred in a charge year is allowed as a deduction.
deductions

A deduction is allowed in respect of the capital expenditure incurred on a mine that is in

W G e S regular production in the charge year.

o Capital expenditure deduction at 25% for mining operations.
e Capital expenditure deduction of 50% on implements, plant and machinery on business
Capital allowances exclusively carryout mineral processing.
o Capital expenditure deduction at 100% for companies carrying out mineral exploration and
prospecting operations.

o Tax loss carry forward period of 10 years for businesses carrying out mining operations.

o Utilisation of brought forward losses limited to 50% of the taxable profit where a company
carrying mining operations has posted a profit in a year. The 50% taxable profits are subject

Cappadies to tax in that year.

» Tax loss carry forward period of 5 years for; (a) prospecting and exploration operations and
(b) exclusive mineral processing.

4.1.1.3 Types of mining rights
The government policy is to 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 licence granted under the Mines and Minerals Development Act No.11 of 2015.

The right to explore or produce minerals is authorized by a mining right or a mining licence granted under the
Mines and Minerals Act.

The following are the types of licences that are available for small scale and large-scale mining operators:

Table 30: Type of mining rights

ACER D]
Mining right cadastre Area in ha Duration Rights conferred
units®

4 years

Large Exploration Min 301 200,000ha renewable for . . A

Licence Max59880 (2,000km2)  twoperiodsof I EXCusive rights to carry on exploration in the
3 years® exploration area for the minerals specified in the
A\Vears licence and to do all such other acts and things as are

Small Scale ,,. M necessary for, or incidental to, the carrying on of those

. Min 3 renewable for :

Exploration Max 300 10,000ha iods of operations.

Licence ax two periods o
3 years**

Artisanal Mining Min 1 6.68ha 2 years

Right Max 2 ) renewable

s - The exclusive rights to carry on mining, processing and

Small Scale Mining  Min 3 400ha 10 years gyploration in the mining area and to do all such other

Licence Max 120 (4km2) renewable cts and things as are necessary for, or incidental to,

Large Scale Mining Min 121 25,000ha 25 years the carrying on of those operations.

Licence Max 7 485 (250km2) renewable

*A holder of an exploration licence shall relinquish fifty percent of the exploration area at each renewal
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**Exploration licence for small-scale exploration and gemstones, other than diamonds, is not renewable.

In addition, the following non-mining rights can be granted under the Mines and Minerals Development Act in
Zambia:

Table 31: Type of non-mining rights

Area in
Non-Mining right  cadastre Area in ha
units

Duration in
years

Rights conferred

The exclusive rights to carry out mineral processing in
the mineral processing area of the minerals specified in

M.lneral piceesshe Max 7 485 papthe CaE] the licence and to do all such other acts and things as
Licence (250km2) renewable

are necessary for, or reasonably incidental to, the

carrying on of those operations.
Mineral trading 3 years - A
permit renewable The exclusive rights to trade in minerals

1 year limited
Mineral import & to the A . .
Mineral export N/A N/A quantities I:‘:oerxr(:il:?:r,:l ng:;z:: URITECIRS 17 (ZIFalte Ly D7ty
permits specified on the P .
permit.

Gold pannin 2 years The exclusive rights to pan for gold and shall be issued
certif'i)cate g N/A N/A renewable for 1 only over areas specified by geographical coordinates

further period along water courses and bodies.
4.1.2 Petroleum sector

4.1.2.1 Legal and institutional framework

The legal framework governing the upstream petroleum industry is the Petroleum (Exploration and Production)
Act, 20088 and Petroleum (Exploration and Production) (General) Regulations 2011 and Petroleum (Exploration
and Production) (National Petroleum Company) Regulations, 201117,

In order to make investment in the petroleum upstream sector attractive, the Petroleum (Exploration and
Production) Act, 2008 and its subsidiary legislation is currently undergoing review. Stakeholder inputs have been
incorporated in the Act under review and the draft has been submitted to the Ministry of Justice for legislative
drafting. The enactment of the Act is expected to commence after legislative drafting by the Ministry of Justice.

The key regulators include the Minister for Mines and Minerals Development, the Petroleum Committee, the
Petroleum Technical Committee and the Hydrocarbon Unit. The main regulator is the Ministry of Mines and
Minerals Development, who is also the issuing authority of all petroleum rights under the Act. Despite wielding
considerable power, MMMD 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 Petroleum
Technical Committee for scrutiny. Similarly, the Petroleum Technical Committee is tasked with making
recommendations to the Petroleum Committee. Without the approval of the Petroleum Committee, the Minister
may not act.

The key responsibilities of each agency in managing the petroleum sector can be summarized as follow:

Table 32: Roles and responsibilities of the relevant petroleum government agencies

Entity/Department Prerogatives

The Ministry divides the territory into blocks with the approval of the Petroleum
MMMD Committee and issue invitations for bids for the grant of the petroleum exploration
licences

The unit is an establishment within the Geological Survey Department of the MMMD who
principally ensures carrying out preliminary seismic and geo-physical surveys for
hydrocarbons, compiling available seismic, aeromagnetic and geo-physical data into
packages that would encourage detailed exploration activities. Additionally, the Unit

The Hydrocarbon Unit monitors geological, geophysical and geochemical exploration activities including ensuring
adherence to approved environmental management plans during petroleum exploration.
Finally, the Unit receives and processes bids and applications for the grant of petroleum
exploration licences.

The Petroleum Technical The Committee ensures evaluation of the bids and applications and makes
Committee (PTC) recommendation to the PC.

The Petroleum Committee (PC) The Committee grants the licences based on the recommendation made by the PTC.

'8 https://zambialaws.com/principal-legislation/chapter-440petroleum-exploration-and-production-act
1% https:/ /www.mmmd.gov.zm/?page_id=5317
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4.1.2.2 Fiscal Regime

The Zambian Petroleum sector is structured as a licence system rather than as a contract regime and production
sharing system. The rights and obligations of licencees are governed principally by the terms and conditions of
the licence and the general law listed below. All companies are using conditions attached to exploration licences
since the Petroleum (Exploration and Production) legislation of 2008 was enacted.

The Zambian Government generates revenues from exploration companies operating in the gas and oil industry
through taxation. Taxation in Zambia is governed by the Income Tax Act, Customs and Excise Duty Act, the
Property Transfer Tax Act and the Value Added Tax Act and other related legislations. Under the Income Tax
Act, corporate tax applicable on taxable income of companies holding petroleum development and production
licences is 35%. In addition, 10% withholding tax is charged on rentals, and 15% on bank interest, dividends,
management and consultancy fees.

Table 33: Zambia’s petroleum fiscal regime

Royalty rate
Crude 0Oil 12.5% of the wellhead value
Natural Gas 5% of the wellhead value

Fees for inspection of the Register

For general search and examination of the Register 3000 Fee/Unit

For the supply of a copy of, and entry on, the Register 5,278 Fee/Unit
For petroleum exploration licence and its renewal 26,389 Fee/Unit
For a development and production licence 52,778 Fee/Unit

Annual licence fee

Exploration 300,000 Fee/Unit
Production 1,019,444 Fee/Unit
Initial exploration period per square kilometre or kwacha equivalent 53

First renewal period per square kilometre or kwacha equivalent 106

Second renewal period per square kilometre or kwacha equivalent 158

Annual surface rentals for a licence area during the production period (per square
kilometre or part thereof)

26,389

Corporate Income Tax

Corporate tax applicable on taxable income of companies holding petroleum

development and production licences 35%

Rentals 10%
Bank interest 15%
Dividends 15%
Management and consultancy fees 15%

4,1,2.3 Types of petroleum rights
The Petroleum (Exploration and Production) Act, 2008 (the “Petroleum Act”) provides that all property and
control over petroleum and accompanying substances, in whatever physical state, located in Zambia is vested in
the President on behalf of the State.

In order to acquire exploration rights, a person qualified to hold exploration rights prescribed by the Petroleum
Act is required to respond to a Gazette notice issued by the Minister of Mines, and Minerals Development (the
“Minister”) in two newspapers of general circulation in Zambia inviting bids for the grant of petroleum
exploration licences in respect of any block or blocks specified in such notice.

The following are the types of licences that are available for petroleum operators:
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Table 34: Type of petroleum rights

Petroleum right Duration Rights conferred

UGS The exclusive rights to explore for petroleum in the exploration area and to

Petroleum renewable for .
o F . carry on such operations and execute such works as are necessary for that

exploration licences two periods of 3

years’ purpose.

The exclusive rights:

Petroleum Period, not a) to carry on exploration, development and production operations in
development and exceeding the development and production area
production licences  twenty-five years b) to carry on such operations and execute such work in the

development and production area as may be considered necessary

4.2 Contract and licence allocation
4.2.1 Mining sector

4,2,1.1 Mining rights allocation process

All mining rights are acquired in accordance with the provisions of the Mines Act. Mining rights under the Mines
Act consist of a mining licence or an exploration licence. A person may therefore only prospect for minerals or
carry on mining operations under the authority of a mining right granted under the Mines Act.

All mining rights are acquired by application to the Director of the Mining Cadastre by submitting a prescribed
form and paying the prescribed fee by either an individual or a company.

Mining rights are granted on a first-come, first-served basis by either the Director of Mines or the Director of
Geological Survey, where the application meets the requirements of the Mines Act or through a competitive
bidding process®.

a. First-come, first-served process

The Act sets 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).

The Mining Cadastre Office receives, processes and administers applications for mining rights and mineral
processing licences; and maintains public cadastral maps and cadastre registers.

The following procedure is followed for each application:
(i) Application
- client submits application forms, duly filled in with coordinates in prescribed format with application fee;
- client countersigns against an assigned number in the appropriate Register;
- a physical file is opened by an officer; and
- the application is recorded electronically.
(ii) Evaluation and validation
The application should go through a validation process which checks whether:
- the shape complies with the grid prescribed;
- the area falls within the prescribed limit;
- the area applied for is free; and

- the applicant has priority over the area applied for.

Once the application has been validated, it is submitted to the Mining Licencing Committee (MLC)?!, which is
responsible for grant, renewal, termination, suspension, cancellation and amendment of mining and non-mining
rights.

MLC comprises the following persons:

(a) the Director of Mines;
(b) the Director of Geological Survey;
(c) the Director of Mines Safety;

20 MMDA 2015 - Section 19
2! MMDA 2015 - Section 6
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(d) the Director of Mining Cadastre who shall be secretary;
(e) one representative each of the Ministries responsible for:

o the environment;
e land;

» finance;

e labour;

(f) a representative from:
o the Attorney-General Office;

e the Zambia Development Agency;
o the Engineering Institution of Zambia.

The criteria considered when assessing the application for a mining exploration and exploitation permit are
described respectively in Sections 22 and 31 of the Mines and Minerals Development Act 2015 and are presented
in Annex 3. It is understood that those criteria have the same weight in the assessment process.

(iii) Awarding licence

The MLC shall, within 90 days of the receipt of an application, grant the applicant a mining licence if the
application meets the requirements.

When the allocation of mining titles is governed by the principle of “First-come, first-served ” and in the case
where more than one person apply for a mining right over the same area of land, the Committee shall dispose of
the applications in the order in which they are received?.

The Director of Mining Cadastre shall, where an application is rejected, inform the applicant of the rejection
and give the reasons for the rejection in writing.

In 2020, 1,118 licences were granted to 950 holders. The types of rights granted are set out as follows:
Table 35: Mining rights granted in 2020

2020

Description I.?:::tee: Number of Holders (*)
AMR Artisanal Mining Right 241 241
LEL Large Scale Exploration Licence 373 373
LML Large Scale Mining Licence 10 9
SEL Small Scale Exploration Licence 468 306
SML Small Scale Mining Licence 26 21

Source: MMMD

(*) The same entity may hold two types of rights.

These licences are detailed in Annex 1 to this report.
a. Competitive bidding process

In accordance with the new Mines and Minerals Development Act, auctioning shall be undertaken in areas where
known mineral resources exist. The Minister shall issue invitations for bids for mining rights over identified areas
or mineral resources which are not subject to mining rights or non-mining rights=. In this case, the following
procedure is followed:

Table 36: Bidding procedure for awarding mining rights

Stages Procedure

1. Notice publication The notice is published in a newspaper of general circulation in Zambia
The notice is issued by the Minister of Mines and shall include :

2 Mines And Minerals Development Act 2015 - Section 15
23 Mines And Minerals Development Act 2015 - Section 19
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Stages Procedure
2. Bids invitation - a description of the areas with map and geographical coordinates for which the bids are to be
notice solicited;

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

- the period within which the bids shall be submitted.
3. Bids submission for The Minister shall set up a technical committee to evaluate bids.
evaluation The Minister shall, within fourteen days from the date of the expiry period, refer the bids for
evaluation by the technical committee.
4. Bids Evaluation The technical committee shall consider the following when evaluating the bids:

- the bidder’s investment and financial plans;

- in the case of a holder of a mining right, whether the holder has been compliant with the provisions
of the Mines Act and the terms and conditions of the mining right;

- the bid price; and
- any other relevant matters for purposes of the Mines Act.

The technical committee shall provide a detailed analysis of all bids, ranked in accordance with pre-
determined parameters, and recommend to the Committee the bidder with the highest score to be
granted the relevant mining right in accordance with the provisions of the Mines Act.

5. Granting of The MLC shall, upon receipt of the recommendation by the technical committee, grant a mining right
Licences to the recommended bidder in accordance with the provisions of the Mines Act.

According to the Cadastre Department no bidding process took place since the enactment of the Mines and
Minerals Development Act 2015.

4,2.1.2 Mining rights transfer process
The process for transferring or assigning a mining right or mineral processing licence also provided for in the
Mines Act and Mine Regulations. The statute considers three means of transfer or assignment.

e the transfer of a mining right or mineral processing licence; or

e the transfer or assignment of a share or shares in a company that holds a mining right or mineral
processing licence; or

e the transfer of control of a company that holds a mining right or mineral processing licence.

Transfer of mining or mineral processing licence

The transfer, assignment, encumberment or otherwise deal with a minin g right or a mineral processing licence,
or an interest in a mining right or a mineral processing licence, is subject to the prior approval of the Minister
and the presentation of a tax clearance certificate.

A holder of a mining right or mineral processing licence or a person with an interest in a mining right or mineral
processing licence who intends such operations shall apply for approval by the Minister and give such details of
the transferee as would be required in an application for a mining right or mineral processing licence upon
payment of the prescribed fee?4.

Transfer of a mining right without first obtaining the consent of the Minister as required by the Mines Act renders
such transfer void.

An assignment or transfer can be made at any time during the tenure of the right, but not less than 120 days
before the expiry of the licence, and must be accompanied by an application for a mining right (or mineral
processing licence) for the prospective assignee or transferee.

The Mines and Minerals Development Act 2015 states that a holder of a mining right or mineral processing licence
or interest in the mining right or mineral processing licence shall, in the transfer application give to the Minister
such details of the transferee as would be required in an application for a mining right or mineral processing
licence. This implies that the same criteria considered when assessing the application for a mining exploration
and exploitation permit as described respectively in Sections 22 and 31 of the Mines and Minerals Development
Act 2015 are applicable for transfers. There criteria are detailed in Annex 3.

During 2020, 35 licences were transferred. The types of rights transferred are set out as follows:

24 Mines And Minerals Development Act 2015 - Section 66
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Table 37: Mining licences transferred in 2020

LEL Large Scale Exploration Licence 8 6
MPL Mineral Processing Licence 2 2
SEL Small Scale Exploration Licence 4 4
SML Small Scale Mining Licence 13 13

Source: MMMD
(*) The same entity may hold two types of rights.

The details of the transferred licenses are attached in Annex 16 of this report.

According to the letter issued by the Mining Cadastre Department dated 06 October 2021, the decision to
award and transfer of mining licences in the year 2020 was done on a first-come first-served basis. The letter
further states that the transfer of mining licences was done according to the provisions of section 66 of the
Mines and Minerals Development Act (Mines and Minerals Development Act) 2015. The letter also confirms that
the decision to award and transfer licenses was made in accordance with the criteria set out in section 22 and
31 of the Mines And Minerals Development Act 2015 and that there were no deviations from the applicable
legal and regulatory framework governing licence transfers for the period concerned. The letter is attached as
Annex 2 to this Report.

Transfer of control of company

Furthermore, a holder of a mining right or mineral processing licence shall not, after the date of the grant of the
right or licence, without the prior written approval of the Minister:

- register the transfer of any share or shares in the company to any person or that person’s nominee if
the effect of doing so would give that person control of the company; or

- enter into an agreement with any person, if the effect of doing so would be to give that person control
of the company.

Section 67 of the Mines and Minerals Development Act 2015 stipulates that a person is deemed to have control
of a company:

- if the person or that person’s nominee holds, or the person and that person’s nominee together hold, a
total of 50% or more of the equity shares of the company; or

- if the person is entitled to appoint, or to prevent the appointment of, half or more than half of the
number of Directors of the company.

According to the cadastre department, there is no record on transfers of control of companies during 2020.
Furthermore, no changes noted in the shareholdings of the in-scope companies that reported their share capital
structure.

4.2.1.3 The technical and financial criteria used to grant and transfer mining licences in 2020
The criteria considered when assessing the application for a mining exploration and exploitation permit and the
request for transfer of a mining licence are described respectively in Sections 22 and 31 of the Mines and Minerals
Development Act 2015 and are presented in Annex 3. Those criteria have the same weight in the assessment
process.

A summary table of the technical and financial criteria actually used during 2020 for awarding and transferring
mining licences in 2020 is presented in the following table:
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Table 38: Summary of the technical and financial criteria used for awarding and transferring mining licences

Application for exploration
licence (783% granted
licences)

Award and Transfer

Technical criteria:

Define the technical criteria

e The applicant has the technical ability to conduct the proposed exploration optimally
in accordance with the exploration work programme

e The proposed programme of exploration operations is adequate and makes proper
provision for environmental protection

o If the land is within a National Park, Community Partnership Park, Game Management
Area, bird or wildlife sanctuary, National Forest, Local Forest, Botanical Reserve or
private forest or is land to which subsection (1) of section fifty-two applies, the
applicant has obtained the necessary written consent of the appropriate authority

e The proposed exploration area is not the same as, and does not overlap in any manner
with, an existing mining right or mineral processing licence area

Do these criteria have the same weight? YES

Do all these criteria apply to obtain a licence? YES

Financial criteria

Define the financial criteria

e The applicant has the financial resources to conduct the proposed exploration
optimally in accordance with the exploration work programme

o The estimated expenditure is compatible with the proposed exploration work
programme, area size and duration of the exploration work programme

Do these criteria have the same weight? YES
Do all these criteria apply to obtain a licence? YES

Application for mining
licence (21% granted
licences)

Award and Transfer

Technical criteria:

Define the technical criteria

Common criteria

o Whether there are sufficient deposits or resources of minerals to justify their
commercial exploitation

o The area of land over which the licence is sought is not in excess of the area required
to carry out the applicant’s proposed programme for mining operations

e The proposed programme of mining operations is adequate and compliant with the
decision letter in respect of the environmental project brief or environmental impact
assessment approved by the Zambia Environmental Management Agency

e Where consent is required for the area under any written law, that the applicant has
submitted evidence of that consent

e The standards of good mining practice and the applicant’s proposed programme for
development, construction and mining operations in order to ensure the efficient and
beneficial use of the mineral resources for the area over which the licence is sought

o The applicant is not in breach of any condition of the exploration licence or any
provision of MINES AND MINERALS DEVELOPMENT ACT Act

In respect of large scale

e  Whether the applicant has the technical capacity compatible with the programme of
mining operations

e The applicant’s undertaking for the employment and training of citizens and
promotion of local business development

Do these criteria have the same weight? YES

Do all these criteria apply to obtain a licence? YES

Financial criteria

Define the financial criteria

e Whether the applicant has the financial resources

e The financing plan is compatible with the programme of mining operations
o Whether the applicant’s feasibility study report is bankable

e The applicant’s capital investment forecast

Do these criteria have the same weight? YES

Do all these criteria apply to obtain a licence? YES

5 Cf. Section 4.2.1.1 Table 27: Mining licences granted in 2020
2 Cf. Section 4.2.1.1 Table 27: Mining licences granted in 2020
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Laws where the financial Sections 22 and 31 of the Mines And Minerals Development Act 2015
and technical criteria for
the award and transfer of
mining licences are defined

Please summarize the Refer to Table 41
licences that have been
granted in the current year
under this regime (first
come, first served)

Could you confirm that Yes,
these licences have been Confirmation obtained from Mining Cadastre Department. Please refer to Annex 2 to this
granted or transferred Report.

according to the technical
and financial criteria
described above?

Updated version available.

Were there any significant Yes,

deviations from the Confirmation obtained from Mining Cadastre Department. Please refer to Annex 10 to this
applicable legal and Report.

regulatory framework
governing the granting and
transfer of licences?

The Office of the Auditor General carried out a compliance audit on the awarding and
monitoring of mining rights for 2017. The main findings of the OAG compliance audit
report are presented in Section 4.2.1.4

Petroleum sector

4.2.1.4 Petroleum rights allocation process
In accordance with the Petroleum Act 2008, the blocks are licenced in Zambia through a competitive bidding
process. The main stages of granting a petroleum exploration licence involve the constitution of blocks,
advertisement and application, evaluation and recommendation, licence offer and licence grant.

(i) Constitution of blocks

Prior to licensing, the Minister of Mines and Minerals Development, with the approval of the Petroleum
Committee, shall divide the territory of the Republic of Zambia into blocks for the purpose of granting petroleum
exploration licences according to the grid system. This is in accordance with Section 8 (1), Part Il of the Petroleum
(Exploration and Production) Act, 2008.

In line with Section 88, Part XlIl of the Petroleum Act (Exploration and Production), 2008, the granting authority
of petroleum exploration licences is the Petroleum Committee which is composed of the following:

e The Minister of Mines and Minerals Development (The Chairperson);
e  Four (4) ministers appointed by the President; and
e The Governor of the Bank of Zambia.

(i) Advertisement and application

Thereafter, the Minister of Mines and Minerals Development may issue invitations for bids for the grant of a
petroleum exploration licence in respect of any constituted block or blocks specified in the notice in accordance
with Section 9 (1), Part Il of the Petroleum (Exploration and Production) Act, 2008. The blocks are advertised in
the local press for a period specified by the Petroleum Committee. After closing the tender, the tender box is
immediately opened in the presence of applicants.

(iii) Evaluation and recommendation

Within five days after the opening of the tender box, the application should be forwarded to the Petroleum
Technical Committee (PTC) for consideration. The Technical Committee shall within thirty days of receiving an
application forwarded, consider such application and may, within that period, cause such investigations to be
made or such consultations to be carried out as the Technical Committee may consider necessary to assess
whether or not the criteria have been met.

The Petroleum Technical Committee evaluates the submitted bids based on technical and financial information
requested from bidders as described further below. The Petroleum Technical Committee evaluates the bids and
recommends the highest scoring bidder to the Petroleum Committee (PC) for an offer. The Minister, within five

(5) days then notifies the successful and unsuccessful bidders of the outcome of the evaluation process.

(iv) Application and awarding

The highest scoring bidder is invited to apply for the block(s). When the application is received, it is forwarded
to the Petroleum Technical Committee for an evaluation and thereafter a recommendation is made to the
Petroleum Committee for the award of a petroleum exploration licence or the rejection of the application. The
Petroleum Committee finally grants the licence based on the recommendation.

Page 52



Therefore, the letter of award of a petroleum exploration licence is written by the Ministry to the successful
applicant and signed by the Minister indicating the final decision made by the Petroleum Committee at its sitting
to consider the recommendation of grant. This applies to both cases of the open bidding process as well as the
award of reserved blocks.

(v) Government Reserved Petroleum Blocks

Government of Zambia may participate in petroleum exploration and production by acquiring reserved block.
Specifically, the Minister of Mines and Minerals Development may reserve blocks to be exploited by the
Government in accordance with Section 8(2), Part Il of the Petroleum (Exploration and Production) Act, 2008.

Currently, ZCCM Investments Holdings Plc. (ZCCM-IH), is a Government investment vehicle in the upstream
petroleum sector over the Government petroleum blocks. ZCCM-IH partners with investors for the purpose of
spearheading petroleum exploration and development in Government blocks.

The procedure for awarding Government reserved blocks also requires that ZCCM-IH applies for the reserved
blocks without being subject to competitive bidding. When the application is received by the Minister of Mines
and Minerals Development (Chairman of the Petroleum Committee), it is referred to the Petroleum Technical
Committee for an evaluation and thereafter a recommendation is made to the Petroleum Committee for the
award or non-award of the petroleum exploration licence. The application submitted by the applicant (ZCCM-IH)
will be scrutinised on the basis of financial and technical ability to carry out the proposed programme of
exploration. The technical and financial criteria are presented in Section 3.5.5.4.

The Petroleum Committee finally grants the licence based on the recommendation. The petroleum exploration
licence is valid for four (4) years and is renewable twice for three-year term.

There is always need for the two companies, ZCCM-IH and its identified partner to form a Joint Venture (JV) or
Special Purpose Vehicle (SPV). At the time the shareholding structure is agreed upon by the partnering
companies, ZCCM-IH is then required to make an application to the Minister of Mines and Minerals Development
for consent to assign/transfer the petroleum exploration licence to the partner or the SPV in accordance with
Section 51, Part VIl of the Petroleum Act (Exploration and Production), 2008.

In short, the identified partner is approved by the Petroleum Committee (as per recommendation by the
Petroleum Technical Committee) at two stages: at the application for the award of the licence and at the
application for transfer of interest of licence.

4.2.1.5 Petroleum rights transfer process
Applications for transfer of petroleum exploration licences are made in accordance with Section 51, Part VIII of
the Petroleum (Exploration and Production) Act, 2008. With the approval of the Minister of Mines and Minerals
Development, any holder of a petroleum exploration licence can at any time transfer the licence.

4.2.1.6 The technical and financial criteria used to grant and transfer petroleum licences
According to Section 12(2) of the Petroleum (Exploration and Production) Act, 2008, the Technical Committee
shall, in considering an application made, take the following into account:

o the applicant has, or has secured access to, adequate financial resources, technical committee and
experience to carry on effective exploration operations;

o the proposed programme of exploration operations is adequate and makes proper provision for
environmental protection;

o the proposed exploration area is not the same as, nor does it overlap an existing exploration area; and

o if the applicant is a holder of another petroleum exploration licence, the applicant has not contravened
any condition of the licence or any provision of the Act.

As part of the application procedure, it is a requirement that the prospective petroleum exploration licence
holder, bidder, submits in a bid of the company’s technical and financial competence. During bid evaluation, the
bid with the highest score is offered to apply for a petroleum exploration licence. In addition, the financial
commitment made by a prospective petroleum exploration licence holder becomes an obligation in accordance
with Section 17 (1) c, Part VIl of the Petroleum (Exploration and Production) Act, 2008. The petroleum
exploration licence holder is obliged to expend on exploration operations not less than the amount prescribed or
required by the terms and conditions of the exploration licence.

The information required from bidders subject to evaluation are detailed as follows:

o full information regarding the bidder’s financial status, technical competence and experience;
» adescription of the area constituted by the blocks in respect of which the bid is being made;
o the proposed programme and the estimated cost of exploration operations including:

a) Desktop study;

b) Aerial/ground survey;

c) Exploratory drilling;

d) Evaluation and appraisal; and

e) Feasibility study.
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o the bidder’s proposals with respect to the employment and training of citizens of Zambia;
o the bidder’s proposals for the promotion of local business development;
e an environmental commitment plan including:
a) ldentification of anticipated impacts;
b) Proposed mitigation measures;
c) Timeline for submission of the Strategic Environmental Assessment report to the ZEMA (Within twelve
months from date of grant of licence).
d) a tax clearance certificate issued under the Income Tax Act.

After assessing an application, the Technical Committee shall recommend to the Petroleum Committee:

e to award a petroleum exploration licence if the application meets the requirements; or
¢ toreject the application if it does not meet the requirements.
The standard Evaluation Criteria for Bids for Petroleum Exploration Licence are detailed in Annex 4.

Three licencing rounds have so far been held in 2011, 2013 and 2016. Accordingly, seventeen licences were issued
in 2011, nine in 2013 and two in 2016. No bidding round was held in 2020. Further details on the biding round
held in 2016 and in previous years can be found in 2016 ZEITI Report?’,

4.2.1.7 Assessment of the deviations from the applicable legal and regulatory framework governing
petroleum licence transfers and awards

According to the letter?® issued by the Geological Survey Department in October 2021, the Petroleum Committee
did not grant any petroleum exploration licences in the year 2020.

The letter confirms also that there was one license transfer made in 2020. The letter stipulates that the
Petroleum Committee approved Tullow Zambia B.V.’s application to transfer 97.5% interest of petroleum
exploration licence PEL 028 over Block 31 to its minority shareholder, Geo Petroleum Limited in accordance with
the provisions of Section 21(1), Part lll, of the Petroleum (Exploration and Production) Act of 2008.

The letter confirms also that there were no deviations from the applicable legal and regulatory framework
governing the grant/transfer of petroleum exploration licences for the period under review. The letter is
presented in Annex 5 to this Report.

4.3 Register of licences
According to section 79 of the Mines And Minerals Development Act 2015, the Director of Mining Cadastre shall
maintain a mining cadastre register, showing:

o all mining rights and mineral processing licences granted;

o the geographical coordinates of the areas of land over which mining rights and mineral processing licences
have been granted, the areas that are vacant and can be applied for and the areas that, for environmental
and other reasons, are closed to exploration, mining or mineral processing;

o the date of issue and duration of the mining rights and mineral processing licences and the corresponding
title, and copies of all the decisions rendered in connection with all the mining rights and mineral processing
licences; and

e the minerals for which the mining rights and mineral processing licences are granted;

According to the Mining Cadastre data, there were 3, 570 active mining rights in 2020 compared to 3, 329 in

2019. The types of rights are set out in the table below:
Table 39: Active licences 2020

Active Licence

Description
AMR Artisanal Mining Right 387 343
LEL Large Scale Exploration Licence 1206 1151
LML Large Scale Mining Licence 111 107
MPL Large Scale Prospecting Licence 42 24
SEL Small Scale Exploration Licence 1425 1271
SML Small Scale Mining Licence 399 433
Total 3,570 3, 329

These licences are detailed in Annex 6 of this report.

2 https://eiti.org/document/zambia-2016-eiti-report
28 | etter is attached in the Annex
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Furthermore, section 49 of the Petroleum (Exploration and Production) Act 2008 stipulates that “The Minister
shall cause to be kept a register, in which shall be recorded:

e the details of the holders of petroleum exploration licences and petroleum development and production
licences granted;

e the date of issue and duration of the licences;

e every programme of exploration and development and production operations and every amendment
thereto:

e every renewal of a licence and the conditions of the renewal;

o every employment and training plan.

The table below shows the various companies granted petroleum exploration licences in Zambia:
Table 40: List of Petroleum companies 2020

Petroleum Block Licence Grant/ Expiry

Exploration companies number(s) Numbers Renewal dates Dates
GD: 09/05/16

Geo Petroleum Limited 31 PEL 028 *RD: 09/05/20 08/05/24 Active

*TD: 28/05/20

GD: 22/06/16
Sargas Qil Limited 54 PEL 029 21/06/23 Active
*RD: 22/06/20

- *GD: 23/06/11 .
Mafula Energy Limited 32 PELOO8 “RD: 14/01/19 13/01/22 Active

. *GD: 23/06/11 .
ZCCM Investments Holdings Plc. 1 PEL 012 *CD: 7/12/15 06/12/19 Pending Renewal

ZCCM Investments Holdings Plc.-Instinct PEL 030 .
Energy Limited 39& 44 PEL 031 14/06/18 13/06/22 Active
ZCCM Investments Holdings Plc.- Oranto PEL 032 .

Oil Block 17 & 27 PEL 033 27/07/18 26/07/22 Active

L PEL 002 *GD: 11/01/11 .
Barotse Petroleum Company Limited 20 & 21 PEL 001 *RD: 14/12/15 09/12/18 Under Litigation
ZCCM Investments Holdings Plc. 52 PEL 034 14/01/19 13/01/23 Active
Tiiseza Zambia Limited 18 PEL 035- 30/12/19 29/12/23 Active
Source: MMMD

*CD: Commencement Date
*GD: Grant Date
*RD: Renewal Date

The register of mining and oil & gas licences are publicly available on:
http://portals.flexicadastre.com/zambia/. The portal allows to search by licence code or by holder name and
view for each title:

The identity of the licence holder;
The date of application;
The date of award;
The expiry date;
The commodity produced; and
The coordinates of the licence area;
e The area of the licence.
However, the portal gives an instantaneous picture of the actual active licences and does not provide access to
the history of withdrawals, transfers or renewals during a specific period. Likewise, the portal does not allow
the extraction of the status of active licences in open data format.



4.4 Disclosure of contracts and licences
4.4.1 Government policy and legal framework

Zambia’s legal framework provides for access to open contracting information e.g., tender notices, bidding
documents, and award notices including winners. Information relating to these procurement stages is published
by the procuring entities through websites, notice boards, the Zambia Gazette and Newspapers.

Article 255 of the Constitution of Zambia 2016 states that the management and development of Zambia’s
environment and natural resources shall be governed by the following principles... access to environmental
information to enable people preserve, protect and conserve the environment.

Moreover, Article 173 of the Constitution of Zambia states that the guiding values and principles of the public
service include the following; proactively providing the public with timely, accessible and accurate information.

However, both the Mines and 2015 and Petroleum (Exploration and Production) Act 2008 include confidentiality
provisions as follows:

In accordance to section 117 of the Mines And Minerals Development Act 2015, “information furnished or
information in a report submitted to the Minister, Committee, Director of Mines, Director of Mines Safety,
Director of Mining Cadastre or Director of Geological Survey or any authorised officer under or for the purposes
of this Act by a holder of a mining or non-mining right shall not, for so long as the mining or non-mining right
has effect over the land to which the information relates, be disclosed, except with the consent of the holder
of the mining or non-mining right”. According to same section, the disclosure of information is possible only:
For or in connection with the administration of the Mines and Minerals Development Act of 2015;

For the purpose of any legal proceedings;

For the purpose of any investigation of inquiry;

To government authorized consultants and officers;

For or in connection with the preparation of the Government statistics.

In accordance with section 86 of the Petroleum (Exploration and Production) Act 2008, “A person shall not
disclose any information:
o obtained by that person in connection with the administration of the Petroleum (Exploration and
Production) Act 2008;
e furnished by a holder of a licence under this Act without the consent of the licensee.”

According to same section, the disclosure of information is possible only:

o for or in connection with the administration of the Petroleum (Exploration and Production) Act 2008 ;

¢ to a person, being an officer employed in the Hydrocarbon Unit or a consultant to the Government for
the purpose of facilitating the performance by the consultant of any functions under the consultancy
arrangement;

o for the purpose of any legal proceedings;

e for the purpose of preparing official statistics or publications relating to exploration or development
and production operations;

e for the purpose of determining the licensee's liability to the State;

o for any purpose which may be prescribed.

Furthermore, we note that the section 86 (2) of the Environmental Management Act 12 of 2011 states that the
Director-General may publish any information on the protection, conservation, management and utilisation of
the environment and natural resources as the Director-General considers necessary for public education and
awareness.

4.4.2 Zambia’s Contract Transparency Practice
4.4.2.1 Contract Disclosure in mining sector

The Zambian mining sector is structured as a licence system rather than as a contract regime and production
sharing system. The rights and obligations of licensees are governed principally by the MMD Act, 2015 and the
terms and conditions of the licence. Since the abolishment of the Mine Development agreements in 2008, there
is no contracts signed between the mining companies and the Government of Zambia.

The Section 79 of the Mines and Minerals Development Act 2015 stipulates that “Any person may, upon payment
of the prescribed fee, inspect any of the registers maintained or kept by the Director of Mining Cadastre and may
obtain certified copies of any document contained in the registers”.

The MMMD is both the repository and depository of information and data for the mining sector. All mining and
exploration activities are required to be collected and lodged by mining right holders with the Ministry. The
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MMMD and Trimble Land Administration have developed an online Mining Cadastre Portal to improve transparency
and promote investment in the Zambia mining sector.

As described in the above section, there are no contracts signed between the mining and petroleum licences and
the Government of Zambia. The list of licences are available on the online portal:
http://portals.flexicadastre.com/zambia/. However, it is not allowed by the Mines And Minerals Development
Act 2015 and the Petroleum (Exploration and Production) Act 2008 to make the full text of the licences available
to the public.

In general, some concessions agreement, environmental impact assessment dated before the coming into force
of the Mines And Minerals Development Act 2015 are available on line:
https: //www.resourcecontracts.org/countries/zm. For the in-scope companies only the following documents are
available on line

Type of
Description Year Dy RESOURCE Link
Kagem Mining Limited, 14105- . .
n K Licence https://www.resourcecontracts.org/contract/ocds-
e el 2009 Cortificate  Emerald 591adf-4735857863/view#/
Kagem Mining Limited, 14105- Proposal for
HQ-LGL, Proposal for Promotion 2009 Promotion of Emerald https://www.resourcecontracts.org/contract/ocds-
of Local Business Development, Local Business 591adf-6651019126/view#/
2009 Development
Kagem Mining Limited, 14105- Proposal for
HQ-LGL, Proposal for 2009 Employment Emerald https://www.resourcecontracts.org/contract/ocds-
Employment and Training of and Training 591adf-4327835038/view#/
Citizens, 2009 of Citizens
Kagem Mining Limited, 14105- .
: ’ . Environmental https://www.resourcecontracts.org/contract/ocds-
HQ-LGL, Environmental Project 2009 "p 0.0t prie  EMerald 591adf-3011003868/view#/
Brief, 2009
s Proposed
Kagem Mining Limited, 14105- . )
HQ-LGL, Proposed Program of 2009 Prog_ra}m of Emerald https:/ /www.resourcecontracts.org/contract/ocds
Mining Operations, 2009 Mining 591adf-5723387961/view#/
g Op ? Operations
Sino-Metals Leach Zambia Proposed
Limited, 8474-HQ-LML, Proposed 2007 Programme Of Copper https://www.resourcecontracts.org/contract/ocds-
Programme Of Mining Operations, Mining PP 591adf-6422851721/view#/
2007 Operations
Sino-Metals Leach Zambia
Limited, 8474-HQ-LML, 2007 Environmental o https://www.resourcecontracts.org/contract/ocds-
Environmental Project Brief, Project Brief pp 591adf-8615318190/view#/
2007
Sino-Metals Leach Zambia .
s . Licence https://www.resourcecontracts.org/contract/ocds-
Limited, 8474-HQ-LML, Licence 2007 o yigeate  COPPET 591adf-5295777094/view#/
Certificate, 2007
(BZ:%C‘tL;anm{a Eizzﬁi;Mmes’ 2006 Lic?nce Cobalt  https://www. resourcecontracts.orq/ contract/ocds-
Certificate, 2006 Certificate Copper 591adf-2862149757 /view#/
CMC Luanshya Copper Mines, Proposal for
8394-HQ-LML, Proposal for 2006 Promotion of Cobalt  https://www.resourcecontracts.org/contract/ocds-
Promotion of Local Business Local Business  Copper 591adf-8569338119/view#/
Development, 2006 Development
el e e il Environmental ¢t https://www.resourcecontracts.org/contract/ocds-
8394-HQ-LML, Environmental 2006 Impact 591adf-4802924721 /view#/
Impact Assessment, 2006 Assessment Copper View
CMC Luanshya Copper Mines, Proposal for
8394-HQ-LML, Proposal for 2006 Employment Cobalt  https://www.resourcecontracts.org/contract/ocds-
Employment and Training of and Training Copper 591adf-5463943075/view#/
Citizens, 2006 of Citizens
. Proposed
CMC Luanshya Copper Mines, Program of Cobalt  https://www.resourcecontracts.org/contract/ocds-
et AUHLAL, S ptess Dossimn 200 Mining Copper 591adf-0648389015/view#/
of Mining Operations, 2006 o . PP
perations

CMC Luanshya Copper Mines,
8394-HQ-LML, Environmental
Project Brief, 2006

2006 Environmental Cobalt https://www.resourcecontracts.org/contract/ocds-
Project Brief Copper 591adf-3200952110/view#/




Type of

Description Document RESOURCE
Cobalt
Konkola Copper Mines, 7075-HQ- 2000 Licence Copper  https://www.resourcecontracts.org/contract/ocds-
LML, Licence Certificate, 2000 Certificate Gold 591adf-4945060982 /view#/
Silver
Mopani Copper Mines, 7073-HQ- 2000 Licence Copper https: //www.resourcecontracts.org/contract/ocds-
LML, Licence Certificate, 2000 Certificate PP 591adf-0564434683/view#/
NFC Africa Mining, 7069-HQ-LML, 1998 Licence o https: //www.resourcecontracts.org/contract/ocds-
Licence Certificate, 1998 Certificate PP 591adf-0252994955/ view#/
. . un. Proposal for
E::é: ﬁ::lc ?OT:‘;:%’OZ]%?? ol;l%ot':ll- ’ 1998 Promotion of Copper https://www.resourcecontracts.org/contract/ocds-
P Local Business PP 591adf-8871777170/view#/
Business Development, 1998 Development
NFC Africa Mining, 7069-HQ-LML, Environmental X .
Environmental Impact 1998 Impact  Copper [Mi2si//wwwiresourcecontracts.ore/contract/ocds
Assessment, 1998 Assessment
. - Proposal for
NFC Africa Mining, 7065-HQ-LML, Employment https: //www.resourcecontracts.org/contract/ocds-
Proposal for Employment and 1998 s Copper -
.. " and Training 591adf-8281031874/view#/
Training of Citizens, 1998 of Citizens
. . Proposed
HECH o Minia; 7069.'|.'IQ'LML’ Program of https: //www.resourcecontracts.org/contract/ocds-
Proposed Program of Mining 1998 AN Copper -
- Mining 591adf-8128230663/view#/
Operations, 1998 Operations
Maamba Colieries Limited, 7058- -
) N P Licence https://www.resourcecontracts.org/contract/ocds-
HQ-LML, Licence Certificate, 1997 Certificate Coal 591adf-8529375934/view#/

1997

The list of the remaining documents is presented in Annex 18.
4.4.2.2 Contract Disclosure in petroleum sector

The Zambian Petroleum sector is also structured as a licence system rather than as a contract regime and
production sharing system. The rights and obligations of licensees are governed principally by the terms and
conditions of the licence, and the Petroleum Act. All companies are using conditions attached to exploration
licenses since the Petroleum legislation 2008 is drafted.

The Section 49 of Petroleum (Exploration and Production) Act 2008 stipulates that “Any person may, upon
payment of the prescribed fee, inspect the register kept by the Minister and may obtain certified copies of any
document contained therein”.

However, the report understands that any document provided by licence holders and attached to the licences
fall within the scope of the confidentiality provisions laid down in Section 86 of the Petroleum (Exploration and
Production) Act 2008.

4.5 Beneficial ownership
4.5.1 Legal framework

Beneficial Ownership

The Companies Act No. 10 of 2017 which was enacted into law in November 2017 includes, amongst other things,
beneficial ownership disclosure. The Companies Act provides for the disclosure of beneficial owners and the
creation of a register of beneficial owners kept at the Patents and Companies Registration Agency (PACRA) 2°,

“Beneficial Ownership” is defined under section 3 of Companies Act No 10 of 2017 as read together with the
Companies (Amendment) Act No 4 of 2020 which means a natural person who (a) directly or indirectly, through
any contract, arrangement, understanding, relationship or any other means ultimately owns, controls, exercises
substantial interest in, or receives substantial economic benefit from a corporate; (b) exercises ultimate and
effective controls over a legal person or legal arrangement; or (c) effectively controls a legal person or legal
arrangement on whose behalf a transaction is conducted; and the terms “ beneficially own”, “beneficial
ownership” and cognate expressions shall be construed accordingly;

2 https://www.pacra.org.zm/#



For clarity, the Companies (Amendment) Act No 4 of 2020 further defines “substantial economic benefit” as the
benefit realised by a natural person from a body corporate legally or equitably, of at least five percent of the —
(a) distribution of dividends; or (b) proceeds of a transaction. The word “Substantial interest” in the said Act
means at least five percent ownership of shares of a body corporate by a natural person, legally or equitably.

On the other hand, and under the same definition section, “Control” means the control of a company by a person
who: (a) beneficially owns more than twenty-five percent (25%) of the issued share capital of the company; (b)
is entitled to vote a majority of the votes that may be cast at a general meeting of the company, or has the
ability to control the voting of a majority of those votes, either directly or through a controlled entity of that
person; (c) is able to appoint or to veto the appointment of a majority of the directors of the company; (d) is a
holding company and the company is a subsidiary of that company as provided for in this Act; | in the case of a
company that is a trust, has the ability to control the majority of the votes of the trustees, to appoint the
majority of the trustees or to appoint or change the majority of the beneficiaries of the trust; or (f) has the
ability to materially influence the management policy or affairs of the company in a manner comparable to a
person who, in ordinary commercial practice, can exercise an element of control referred to in paragraphs (a)
tol.

The ZEC adopted the BO definition as provided for in the Companies Act 2017 for EITI reporting purposes.

Politically Exposed Persons (PEP)

The Companies Act No. 10 of 2017 must be read together with implementing regulations namely Statutory
Instrument No 14 and 21 of 2019. The two Statutory Instruments requires applicants to indicate whether a
beneficial owner is Politically Exposed or not at the point of incorporating a company or when they are making
changes to shareholders in a company.

In Zambia, a PEP is defined in the Financial Intelligence Centre Act, No, 46 of 2010 (as amended by Act No.4 of
2016)%. According to this Act, a “Politically Exposed Person” means:

a) an individual who holds, or has held public office, and includes:
(i) aHead of State or Government;
(i) a Minister;
(iii) a Deputy Minister;
(iv) a politician;
(v) a political party official;
(vi) a judicial official or other senior official of a quasi-judicial body;
(vii) a military official;
(viii)a member of an administrative management or supervisory body;
(ix) of a State-owned enterprise;

b) an individual who is, or has been, entrusted with a public function by a State, public body or a local or
international organisation;

c) an immediate family member of a person referred to in paragraph (a); or

d) aclose associate of a person referred to in paragraph (a).

The revised guidance note issued by the Financial Intelligence Centre in December 2017, provides the reporting
entities with an overview of individuals that are considered PEPs in Zambia and the Anti-Money Laundering and
Combating the Financing of Terrorism measures that apply to them.

Furthermore, for EITI reporting purpose, ZEC agreed to adopt the following definition of PEPs:

e Foreign PEPs are individuals who are or have been entrusted with prominent public functions by a
foreign country, for example Head of State or of government senior politicians, senior government,
judicial or military officials, senior executives of State-owned enterprises, important political party
officials;

e Domestic PEPs are individuals who are or have been entrusted domestically with prominent public
functions, for example Head of State or of government, senior politicians, senior government, judicial
or military officials, senior executives of State-owned enterprises, important political party officials;

Persons who are or have been entrusted with a prominent function by an international organisation refers to
members of senior management, i.e. directors, deputy directors and members of the board or equivalent
functions.

30 https://zambialaws.com/principal-legislation/financial-intelligence-centre-act




4,5.2 Beneficial ownership data

4.5.2.1 Register of Beneficial Owners
According to the Section 12 of the Companies Act 2017, an application for incorporation of a company shall be
accompanied by a statement of beneficial ownership which shall state, in respect of each beneficial owner:
the full names;
the date of birth;
the nationality or nationalities;
the country of residence;
the residential address; and
any other particulars as maybe prescribed.

Furthermore, section 21 (2) of the Companies Act, 2017 stipulates that PACRA shall establish and maintain a
Register of beneficial owners in manual or electronic form. The Register includes the above information about
the Beneficial Owners and information about the legal owners. A company shall, where a change occurs with
respect to the particulars of shareholding or beneficial ownership stated in a register, notify PACRA, within
fourteen days of such change. BO Register is accessible to the public upon request, physically and electronically
through PACRA website and after the payment of ZMW 90 fees.

Overview of the privacy/data protection situation

The main legislation with regards to data protection in Zambia is the Constitution and Data Protection Act, 2021.
However, such protection is recognised under the Constitution by the wider meaning of the right to privacy as
enshrined under Article 17 of the Constitution. The said Article provides that except with his own consent, no
person shall be subjected to the search of his person or his property or the entry by others on his premises3".

4.5.2.2 Coverage of the BO register

According to the Requirement 2.5 of the 2019 EITI Standard, it is required that implementing countries request,
and companies publicly disclose, beneficial ownership information. This applies to corporate entity (ies) that
apply for or hold a participating interest in an exploration or production of oil, gas or mining licence or contract.

It is worth noting that according to the Section 13 of the Mines and Minerals Development Act 2015, the
exploration licences and mining licences should be granted only to companies incorporated under the Companies
Act 2017. Therefore, all the companies applying for mining licences must incorporate a company in Zambia and
disclose the beneficial ownership according to the Companies Act 2017.

However, there is no such prohibition in the Petroleum (Exploration and Production) Act 2008 and the Petroleum
Exploration Licences can be granted to individuals or companies without established offices in Zambia. Therefore,
it is not possible to collect BO information about the applicants for Petroleum licences through the actual
legislation of the Companies Act 2017.

The report notes also that the Companies Act require BO disclosure from all the companies incorporated in
Zambia, including the publicly listed companies and wholly owned subsidiaries.

Furthermore, the section 299 of the Companies Act 2017 stipulates that a body corporate formed outside Zambia
may register as a foreign company by lodging with the Registrar an application for registration accompanied by
information about the beneficial ownership of the shareholding in the country of incorporation.

3 https: //www.dataguidance.com/notes/zambia-data-protection-
overview#: -: text=The%20ECT%20Act%20is%20the,and%20protection%20issues%20in%20Zambia. &text=A%20data%20controller%2
0is%20further, for%20which%20it%20was%20disclosed.
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4,5.2,.3 Mechanisms for assuring the reliability of beneficial ownership information
As verification is a continuous process, there are different layers at which verification can take place. The
following mechanisms for the accuracy and reliability of the BO data have been identified in the Companies Act
2017 and the current practice:

Layers of data

X . Detail of verification activities
verification

» The BO declaration forms submitted by the companies should be signed-off
by an authorized person who attests that the particulars of beneficial
ownership relating to shares indicated on this form, are correct and
accurate to the best of his knowledge

» Obligation to notify changes

Section 21: A company shall, where a change occurs with respect to the

particulars of shareholding or beneficial ownership stated in a register

maintained in accordance with the Companies Act, notify the Registrar in the
prescribed form, within fourteen days of such change.

» Obligation to maintain a record

Section 30: A company shall, at its registered office, keep a register of
beneficial owners, specifying the particulars in section 12(3) (e) of the
Companies Act 2017.

Section 83: A company secretary is responsible for ensuring that the company
maintains and updates information on the beneficial ownership of all the shares
of the company and their associated voting rights.

Section195: A company shall maintain a share and beneficial ownership
register, in any form and manner that records the shares issued by the
company.

» Supervision of the BO register

Section198: The board of directors shall have a duty to take reasonable steps
to ensure that the share and beneficial ownership register is properly kept and
Oversight of BO register | that matters to be recorded therein are promptly entered on it.

Data submission

> Obligation to submit an annual return

Section 270: A company shall, within ninety days after the end of each
financial year, lodge, with the Registrar, an annual return in the prescribed
form.

An annual return shall be signed by a director or the secretary and shall, in the

case of a public limited company, include annual audited financial statements
and updated beneficial ownership information.

» Obligation to submit and annual report

Section 275: the board of directors shall prepare an annual report on the
affairs of the company during the accounting period ending on that date.
Section 276: The board of directors shall cause a copy of the annual report to
be sent to every shareholder not less than twenty-one days before the date
fixed for the annual general meeting.

Section 277: An annual report shall be in writing, dated and shall include
updated beneficial ownership information in respect of shares.

Screening of information against other sources of information, such as BO
register of other countries

Section 124: The Registrar shall ensure that the beneficial ownership of shares
is known, ascertained and verified before the shares can be registered and
transacted in.

Inspection of company’s records

Section 278: A company shall make available for inspection, by the Registrar, a
delegate of the Registrar or a member or a person authorised in writing by the
member, the beneficial ownership records, if the Registrar or the member
suspects any non- compliance by directors or executive officers.

Enforcement
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Layers of data
verification

Detail of verification activities

Penalties and fines

Section 364: A person who fails to comply with this Act regarding the
requirement to be registered, commits an offence, and is liable, on conviction,
to a fine not exceeding one hundred thousand penalty units.

Section 370: The Registrar may impose an administrative penalty on a person
for any failure to comply with this Companies Act. An administrative penalty,
shall not exceed the amount prescribed by the Minister for each day during
which such failure continue

4.5.2.4 Disclosure of legal ownership

According to the Section 21 (2) of the Companies Act 2017, the following information relating to a legal person
is collected by PACRA for all the companies incorporated in Zambia, including the extractive companies and
included in the Register of Beneficial Owners:

the body corporate name;

head office address;

identities of directors, shareholders and beneficial owners;

proof of incorporation or evidence of legal status and legal form;

provisions governing the authority to bind the legal person;

such information as is necessary to understand the ownership and control of the legal person.
For futher details...Pacra website link.

4.6 State participation
4.6.1 Legal framework

The State participation in the mining sector is governed by the provisions of the Mines and Minerals Development
Act 2015. The latter stipulates in its Section 3 that all rights of ownership in, searching for, mining and disposing
of, minerals wheresoever located in the Republic vest in the President on behalf of the Republic

The Mines and Minerals Development Act 2015 offer possibility to the Government to acquire mining rights for
Government investment over identified areas as prescribed by the Section 17 of the Act. The identified area
referred to shall be reserved for Government investment and shall not be subject to an application for the
acquisition of a mining right by any person. The identified areas will not be subject to an application for a mining
right by any person and furthermore the mining rights subject to identified areas shall be granted to a government
investment company in accordance with the provisions of the Mines Act.

At the time of the publication of this report, the ZCCM-IH 2020 annual report had not been published.
4.6.2 IDC portfolio in extractive sector

The Industrial Development Corporation (IDC) of Zambia is an investment company wholly owned by the Zambian
government. In February 2014, IDC was incorporated as a company limited by shares under the Companies Act.
It is 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). IDC
commenced operations in March 2014.

After the establishment of IDC, it was agreed that all SOEs incorporated under the Companies Act and the Banking
and Financial Services Act move from the ministry of Finance to the IDC. The corporation was going to hold shares
on behalf of Government, supervise and manage all GRZ’s shares in the SOEs.

IDC operates under the provisions of the Companies Act and it is neither a Government Agency nor a statutory
body. Like any other company, IDC pays taxes to tax authorities, distributes dividends to its shareholders and
has its own board of directors and a professional management team. Its sole shareholder is Zambia’s Minister of
Finance.

More info about the Governance of IDC can be consulted on its website: https://www.idc.co.zm/about-
us/leadership/governance/.




IDC owns 100% of KARIBA Minerals, 25% shares in KAGEM Mining limited and 60.3% in ZCCM-IH32, The IDC portfolio
includes also entities operating in energy, education, agricultures, financial services, technology and logistics.
The detail of the portfolio is available on IDC (https://www.idc.co.zm/industry-sectors/).

According to IDC Reporting Template, IDC received dividends for ZCCM-IH amounting
ZMW 31,651, 618.31 in 2020.

4.6.3 ZCCM-IH Acquisition of 90 Percent Shareholding in Mopani

Principal Purpose of the Transaction

In 2020 as an investment holding company with a focus on the mining and energy industries, ZCCM-IH has
historically held minority equity shareholding stakes in some of the largest mines in Zambia. Whilst the underlying
value of these investments is significant, the Company has not generated sufficient return from these
investments. As a minority shareholder in these assets, ZCCM-IH has had little to no influence over the operations
of its investee companies and has not been able to derive any meaningful value from these investments.

Following a strategic review of investments in 2018, ZCCM-IH developed a 2018-2023 Strategic Plan to ensure
ZCCM-IH achieves its full potential in returning value to its shareholders both from the existing portfolio and new
investments. This Strategic Plan was refined in 2020 (“the 2020-2026 Strategic Plan”) with a clear intent to
refocus on investments in mining to create a world-class investment holding company. One of the key focus areas
of the Strategic Plan is to increase equity shareholding in mining firms where the Company already has minority
stakes and drive the development and growth of the mining sector in Zambia.

During the course of 2020, Carlisa (the combined shareholder of 90 % equity shareholding in Mopani) expressed
its intention to place Mopani on care and maintenance. This development presented a significant opportunity for
ZCCM-IH to take control of Mopani, one of the oldest and largest copper and cobalt mines in Zambia.

Accordingly, ZCCM-IH reached an agreement with Glencore, representing Carlisa, for the acquisition of the 90%
of the issued shares not held by ZCCM-IH in Mopani. The proposed acquisition was a strategic move as the
Company looks to unlock and maximise shareholder value for the benefit of all stakeholders.

On 15 January 2021, the Board of Directors of ZCCM-IH gave its approval for the Company to proceed with the
Transaction.

Terms of the Transaction
Consideration Details

ZCCM-IH has reached an agreement with Glencore, representing Carlisa, for the acquisition of all of Carlisa’s
shareholding in Mopani for US$1. (One United States Dollar only)

Other Terms of the Acquisition

Mopani has historically been funded by shareholder loans from Carlisa and other members of the Glencore group.
As at 31 December 2020, the total shareholder loan was US$4.3 billion. Pursuant to this Transaction, there has
been an agreement regarding the Debt Amendment (as defined in this circular) such that the Remaining Debt in
Mopani amounted to US$1.5 billion. Carlisa and Glencore agreed to reduce the outstanding debt on the condition
of certain repayment terms (described in more detail in this Circular).

After completion of the sale, Glencore will retain offtake rights in respect of a portion of Mopani’s copper
production until the Remaining Debt has been repaid in full.

Seller Details

Carlisa Investments Corporation is a company incorporated in the British Virgin Islands and jointly owned by
Glencore Plc. (81%) and First Quantum Minerals Ltd (19%). Founded in the 1970s as a trading company, Glencore
is one of the world’s largest globally diversified natural resource companies.

Effective Date

In accordance with the terms and conditions of the SPA, completion of the Propos ed Transaction will occur on
or before 31 March 2021 or such other Completion Date as may be mutually agreed in writing by the parties.

2 Source : IDC website ( https://www.idc.co.zm/industry-sectors/mining-2/)




The Transaction is subject to, inter alia, the fulfilment or waiver of the following outstanding conditions
precedent:

1. SEC and LuSE approval of the Proposed Transaction;

2. The Minister of Mines and Mineral Development granting approval of the transfer of control of Mopani;
3. The CCPC’s approval; and

4, ZCCM-IH Shareholders’ approval.

Share Capital Before and After the Transaction:

Current number of authorized Ordinary Shares 200,000,000

Current number of issued Ordinary Shares of ZMW 0.01 160,800,286

The Circular is available on https://zccm-ih.financifi.com/download/acquisition -of-shareholding-in-mopani-
circular/

4.6.4 Mineral Production

Base and precious metals

The production volume and value for the base and precious metals are set out on the following table:

Table 41: Production of base and precious metals 2020

. . . Unit Value Production Value (US
Commodity Production Quantity (US $) (*) $ million)
Copper Metric tonne (Mt) 837,003.6 6,168.47 5,163.03
Gold Kg 3,672 56,692 208.17

(*) The value of production has been calculated on the basis of the average LME monthly prices as provided by MMMD

The breakdown by company of the production presented in the above table is as follows:

Table 42: Breakdown by company of the production of base and precious metals 2020

Production Production Value

Commodiity Quantity (US $ million)
KALUMBILA MINERALS LIMITED Metric tonne (MT) 251,175.36 1,549.37
KANSANSHI MINING PLC Metric tonne (MT) 221,487.44 1,366.24
LUMWANA MINING COMPANY LIMITED Metric tonne (MT) 124,969.86 770.87
KONKOLA COPPER MINES PLC Metric tonne (MT) 63,027.71 388.78
LUANSHYA COPPER MINE Metric tonne (MT) 56,612.06 349.21

Copper NFC AFRICA MINING PLC Metric tonne (MT) 48,883.47 301.54
MOPANI COPPER MINES PLC Metric tonne (MT) 34,479.89 212.69
LUBAMBE COPPER MINE LTD Metric tonne (MT) 21,062.13 129.92
SINO METALS Metric tonne (MT) 13,087.30 80.73
CHIBULUMA MINES PLC Metric tonne (MT) 2,218.38 13.68

Gold KANSANSHI MINING PLC Kg 3,578.81 202.89
ZAMBIA GOLD COMPANY LTD Kg 93.6 5.31

(*) the production of CCS consists of toll treated concentrates already declared as production by other operations

Industrial metals

The production volume for the industrial metals are set out on the following table:
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Table 43: Production of industrial metals 2020

Coal (***) Metric tonne (Mt) 448,821.4 53.76 23.99
Emerald and Beryl (****) Kg 9,783.41 10.9
Mn Manganese Ores (*) Metric tonne (Mt) 28,409 1,693.32 48.1
Cobalt (*) Metric tonne (Mt) 316 33,985.80 10.7
Cement Metric Tonnes 2, 796,896.35 124 346.82

(*) The value of production of these minerals has been estimated on the basis of the exports volume and value provided by
ZRA.

(**) MMMD does not assign a value to the production of the industrial minerals and precious stones. Therefore, we were unable
to estimate the value of Amethyst, Quartz and Dolomite

(***) Production value is estimated from the 2020 mineral prices.

(****) Ministry of Mines and Minerals Development

The breakdown by company of the production presented in the above table is as follows:

Table 44: Breakdown by company of the production of industrial metals 2020

Coal COLLUM COAL MINING INDUSTRIES LTD ~ Metric tonne (MT) 265,677 53.76 14.28
MAAMBA COLLIERIES LIMITED Metric tonne (MT) 183,144 53.76 9.85
Emerald Grizzly Mining Kg 7,653.24 N/A N/A
and Beryl Kagem Mining Limited Kg 2,130.17 N/A N/A
Champion Minerals Metric tonne (Mt) 950 1,693 1.61
mnganese SAN HE (ZAMBIA) LIMITED Metric tonne (Mt) 9,157 1,693 15.51
Ores DANTONG Industries Corp Metric tonne (Mt) 2400 1,693 4.06
Other Metric tonne (Mt) 15,902 1,693 26.93
Lafarge Metric tonne (MT)  816,014.00 124 96.45
Dangote Metric tonne (MT) 777,803.00 124 82.96
Cement Mphande limestone limited Metric tonne (MT) 669,064.00 124 56.38
Zambezi Portland Metric tonne (MT)  454,667.26 124 5.20
Baudot Metric tonne (MT) 41,960.61 124 4.64
Scirrocco Metric tonne (MT) 37,387.48 124 96.45
Cobalt Konkola Copper Mines Plc Metric tonne (MT) 94 32,233.99 375,205.65

Furthermore, the in-scope companies were requested to disclose the production data in volume and value and
disaggregated by licence code. The production data as reported by the in-scope companies is presented in Annex

11 of this report.

4.6.5 Exports

Exports data for 2020 has been collected from the BoZ Annual report 2020 and from the Customs Department in

ZRA.

The table below summarizes the base and precious metals exports according to BOZ Annual Report 2020:

Table 45: Exports of base and precious metals in 2020

Commodity

Copper
Gold
Source: BoZ annual report 2020, p.19

Zambia EITI

Volume
Unit
Metric tonne (MT) 930,969
Kg 3,491
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The table below summarizes the industrial metals and precious stones exports in 2020 according to ZRA data and
BOZ Annual Report 2020:

Table 46: Exports of industrial metals and precious stones in 2020

Gemstones Kg n/a 68.8
Manganese Ores/Concentrates Metric tonne (MT) n/a 9.9
Cement & Lime Metric tonne (MT) n/a 191.0
Cobalt Metric tonne (MT) 41.48 1,337.0

The table below summarises the evolution of the average realised price per commodity between 2020 and 2019:

Commodity 2020 2019 Variance
Copper (USS/MT) 6,106.3 5,972.60 133.7
Gold (US$/0unce) 1,793.6 1,421.7 371.9

4.7 Revenue collection
4.7.1 Sectors covered by the report

The 2020 ZEITI Report covers revenues from the mining and quarrying sector. Zambia has also few operators in
the hydrocarbon sector who are in the exploration phase. The report covers also the revenues from the petroleum
exploration activities.

4.7.2 Cash revenues

4.7.2.1 Payment streams included in the scope of the report
All the flows provided for by the Mines and Minerals Development Act, 2015 and the Petroleum (Exploration and
Production) Act 2008 have been included in the scope of the report. Furthermore, the report covers all flows

resulting from Income Tax Act, Customs and Excise Act, the Property Transfer Tax Act and the Value Added Tax
Act and other related legislations.

In addition, the scope includes social payments, as well as environmental payments and payments relating to
possible barter transactions without application of a materiality threshold.

The reporting entities listed in the following sections were requested to report all payments for the payment
streams included in the scope as well as any other significant payment exceeding ZMW 20 million.

The list of flows retained in the scope of the report is as follows:

Unilateral Unilateral
N° Description of payment disclosure from disclosure from Reconciliation

Gov. Agencies companies

MMMD
1  Application Fees \'}
2 Area Charges v
3 Analysis, Valuation, Export permit Fees Vv
4  Other fees & charges v
EPF
5 Environmental Protection Fund \'}
6  Pay- As-You-Earn '
7  Company Income Tax (including Provisional Tax) v
8  Withholding Taxes v
9  Property Transfer Tax v

Zambia EITI Page 66




ZEITI Report for the year ended 31 December 2020

Unilateral Unilateral
Description of payment disclosure from disclosure from Reconciliation
Gov. Agencies companies
10  Mineral Royalty Vv
11  Export Levy \'s
12 Import VAT \'}
13  Import/Customs Duty \'4
14  Excise Duty - Electrical Energy Vv
15 VAT v
16  Withholding VAT (WHVAT) v
17 VAT refundable v
18 VAT refunds v
19 Balance VAT refundable Vv

Local Councils

20 Annual Business Fees v

21 Property Rates \

22  Manganese levy \'4

23 Stone Levy \'4
Mol

24  Ground Rent \'s

25 Registration Fees v

26 Dividends from Government Shares \'
27 Revenues from GRZ shareholding sale \'4
28 Dividends from ZCCM-IH Shares \'s
29 Price participation fees \';
30 Revenues from ZCCM-IH shareholding sale v
31  Corporate Social Responsibility In kind payments v
32 Corporate Social Responsibility cash payments v

Other Significant Payments
33  Other Significant Payments v

The definition and description of each flow is presented in table 21.
4.7.2.2 Reconciliation scope
(i) Scope of the payment streams

As presented in Section 3.1, ZEC agreed to apply the flexible reporting approach. The payments streams retained
for reconciliation and the payment streams unilaterally disclosed by Government Agencies are Section 3.1.1.

(ii) Scope of the mining companies

ZEC agreed to companies with total contribution to the Government revenues in 2020 exceeding the threshold
of ZMW 100 million. The list of the companies is as follows

Table 47: List of companies involved in the reconciliation exercise 2020

N° Company

Mining companies

KANSANSHI MINING PLC

KALUMBILA MINERALS LIMITED
LUMWANA MINING COMPANY LIMITED
CHAMBISHI COPPER SMELTER LIMITED
MOPANI COPPER MINES PLC
KONKOLA COPPER MINES PLC

FIRST QUANTUM MINING AND OPERATIONS LTD
CNMC LUANSHYA COPPER MINES PLC
MAAMBA COLLIERIES LIMITED

O 00 N O U1 AW N =
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N° Company
10 NFC AFRICA MINING PLC
11 LUBAMBE COPPER MINE LIMITED
12 KAGEM MINING LIMITED
13 LAFARGE CEMENT ZAMBIA PLC
State-owned Enterprise
14 ZCCM-IH

This threshold was retained by ZEC on the basis of provisional data collected during the scoping phase with the
objective of covering 93.42% of revenues from the mining sector through reconciliation work.

(iii) Scope of the Government Agencies

Based on the list of payment streams included in the scope, the following Government Agencies and the State-
owned enterprises were included in the 2020 ZEITI Report:

Table 48: Government Agencies scope for ZEITI Report 2020

1 Zambian Revenue Authority (ZRA) 3 Ministry of Lands

2 Ministry of Mines and Minerals Development 4 Ministry of Finance

5 ZCCM-H 6 Industrial Development Corporation (IDC)
7  Mufulira Municipal Council 16 Ndola City Council

8  Kalulushi Municipal Council 17 Lufwanyama District Council
9  Zimba District Council 18 Lusaka City Council

10 Kitwe City Council 19 Mumbwa District Council

11 Chililabombwe District Council 20 Sinazongwe District Council
12 Luanshya District Council 21 Solwezi Municipal Council
13 Chingola Municipal Council 22 Kafue District Council

14 Kabwe District Council 23 Choma Municipal Council

15 Mazabuka District Council 24 Chilanga District Council

25 Kalumbila municipal council 26 Mansa District Council

4.7.3 In-kind revenues

According to the provisions of the Mines and Minerals Development Act 2015 as well as the general taxation laws,
all tax and non-tax revenues from the mining sector are received in cash. Furthermore, all the Petroleum licences
are still in the exploration phase and do not provide in-kind payments. Therefore, the in-kind revenues stated in
the 2019 EITI Standard under Requirement 4.2 are not applicable in the context of Zambia.

4.7.4 Infrastructure provisions and barter arrangements

In accordance with Requirement 6.3 of 2019 EITI Standard, the reporting entities were requested to disclose
infrastructure provisions and barter arrangements in mining and petroleum sectors in Zambia.

Kansanshi Mining Plc. (KMP) reported infrastructure works provided to Solwezi Municipal Council in 2020 in
application of a Memorandum of Understanding (MoU) signed between both parties on 20" June 2020. According
to the MoU, KMP has requested from Solwezi Municipal Council to allow it to carry out some projects on the
Council budget in lieu of portion of the property rates that KMP owe the Council (ZMW 26,632,723.94 per annum).
The Council granted to KMP a retention of ZMW 4,100,000 for various development projects based on the Council
annual work plan and budget. The remainder in sum of ZMW 22,532,723.94 was to be paid to the council in cash
in 2020. The MoU shall remained in force up to 20t April 2021 subject to renewal.

The detail of the estimated budget is presented in the tab 9.
4.7.5 Transportation revenues
The transportation of minerals is subject to an administrative authorisation which does not subsequently give

any right to a mining title. In practice, copper, the main ore produced in Zambia, is transported by the own
means of mining companies. Therefore, transportation costs are included in the operating expenses. Apart from
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taxes on vehicles which are not significant in the context of Zambia, the fiscal regime does not provide for
specific payment streams generated by the transportation of minerals. In view of this, there is no significant
revenues from the transport of minerals according to Requirement 4.4 of the EITI Standard (2019).

4.7.6 Transactions related to State-owned enterprises (SOEs)

4.7.6.1 Transactions with the Government Agencies

The role of State-owned enterprises operating in the mining sector as well the transfers from the SOEs to the
Government Agencies and the transfers from Governments Agencies to the ZCCM-IH are detailed in section 4.6.3
of this report.

4,7.6.2 Transactions with the mining companies

The transfers from the mining companies to ZCCM-IH in 2020 are presented as follows:

Table 49: Transfers from the mining companies to ZCCM-IH

Dividends and interests received from extractive companies

Dividends from KMP 2,300,000
Price Participation Fees received from KCM 4,750,000
CEC Dividends 6,993,550.78

4.7.7 Subnational payments

These payments include fees paid by extractive companies to the Ministry of Local Government and Housing
(MoLGH), and specifically the local councils. These payments consist mainly of property rates and annual business
fees. These payments reconciled in Section 3.3 of this report and summarised by local council as follows

Table 50: Receipts of the Local Councils from the mining companies in 2020

iy o iy L S Loz

Chililabombwe Council 0.30 13.51 - 13.81
Chingola Council - 17.91 - 17.91
Kabwe Council - 0.10 - 0.10
Kafue Council 0.06 0.48 - 0.33 0.88
Lufwanyama Council 0.29 0.29
Mansa Council - - 0.52 0.52
Mazabuka Council 0.06 0.36 0.42
Mumbwa Council - 0.12 0.12
Ndola Council - 4.14 4.14
Siavonga Council 0.03 0.03
Sinazongwe Council 0.025 4.56 4,58
Solwezi Council 21.08 . 21.08
Zimba Council 0.01 0.01
Kitwe Council = 53.49 53.49
Luanshya Council - 20.50 20.5
Kalulushi Council - 30.94 30.94
Chilanga Council 0.01 1.88 1.89
Kalumbila Council = 35.82 35.82
Lusaka Council 0.01 0.01
Mufulira Council - 7.50 7.50
Total 0.50 212.68 0.52 214.04

Zambia EITI Page 69




ZEITI Report for the year ended 31 December 2020
4.7.8 Level of disaggregation

4.7.8.1 Level of disaggregation agreed by ZEC

The reporting entities included in the reporting scope were requested to report their data:

by administration or public entity for each company retained in the reconciliation perimeter;
by company (or taxpayer) for public entities included in the scope

by type of flow for all reporting entities

by project for all reporting companies

Reporting entities were also asked to report data on production and exports by project.
4.7.8.2 Definition of the term ‘project’

According to Guidance Note 29 on project level reporting, the global practice in defining project shows that one
of the key take-aways is that what constitutes a project is linked to the forms of legal agreement(s) governing
extractive activities between the government and companies. In other words, in a production-sharing regime, a
project is typically the contract that gives rise to payment liabilities. In a tax/royalty regime, a project is
typically the licence that gives rise to payments.

In Zambia, a project is defined by ZEC as “the operational activities that are governed by a single licence and
forms the basis for payment liabilities with a government”.

Where payments are attributed to a specific project, then the total amounts per type of payments were
disaggregated by project. Where payments are levied at an entity level rather than at a project level, the
payments were disclosed at an entity level rather than at a project level.

Hence, the reporting entities were requested to disclose the licence number for each of the payments as detailed
in Table 55 below as well as the production and the exports data. Furthermore, an additional column named
“Field Name” was added to the reporting templates in order to identify the location and name of the mine.

Based on the previous ZEITI Reports and corrective actions, it was noted that the reporting Government Agencies,
namely ZRA, MoL and the local councils are not able to report the payments, production and exports
disaggregated by project. According to discussions with officials of these Government Agencies, the actual system
used for recording and accounting the receipts does not allow to enter the licence code when recognising the
revenues but does allow the extraction of the revenues disaggregated by licence code.

Therefore, reporting templates were distributed to the in-scope mining companies in order to collect data
(payments, production and exports) broken down by project.

The table below summarizes which payment flows are levied at project level and therefore can be disclosed at
this level:

Table 51: Payment flows to be disclosed at project level

Reporting Items Must be Disclosed by project

MMMD

Application Fees

Area Charges

Analysis, Valuation, Export permit Fees
Other fees & charges

2.2 2 2

EPF

Environmental Protection Fund X

Pay-As-You-Earn

Company Income Tax (CIT)
Withholding Taxes
Property Transfer Tax

x

Mineral Royalty
Export Levy

Import VAT
Import/Customs Duty
Excise Duty

X X X X 2 2 X X
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VAT X
Withholding VAT (WHVAT) x
VAT refundable X
VAT refunds X
Annual Business Fees y
Property Rates ~
Mol

Ground Rent \
Registration Fees \

4,7.8.3 Payments by project reported by the extractive companies

In-scope companies were requested to disclose the following payments by project. The payments detailed by
project represent 70.09% of the total payments required to be detailed by project:

The table below set out the amounts reported by extractive companies by project and payment flows:

Table 52: Payment flows disclosed at project level

Required
N° Description of payment di:gl:)):ed i‘:\a-zair:i:;;p:ar:ie:s l:x Payments disclosed by
by 2020 (ZMW) project (ZMW)

project
60,311,698.00 57,401,218.00
1 Application Fees v 148, 973 148,973
2 Area Charges v 6,381,767 4,919,376
3 Other fees & charges v 53,929,931 52,332,869
ZRA 5,163,865,564 137,054,844
4 Mineral Royalty v 5,163,865,564 137,054,844
Local Councils 165,769,477 41,257,377
5 Property Rates v 165,769,477 41,257,377
MoL 4,151,228 440,551
10 Ground Rent v 4,151,228 440, 551
Total 746,618,963 236,153,990

The companies which did not provide the detail by project as required by the EITI reporting guidelines are
detailed in Annex 13.
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Table 53: Details of payment flows disclosed at project level

7074-HQ-LML 16,170
7075 - HQ - LML 176, 315 7,023,794
. KONKOLA COPPER 7076 - HQ - LML 120,678
MINES PLC 20945 - HQ - 4146
MPL ;
14523 - HQ -
oL 44,683.68
8089-HQ-LML 410,791 35,815,794
2 LUMWANA MINING 9000-HQ-LML 402,817
COMPANY LIMITED 9001-HQ-LML 279,806
9002-HQ-LML 715,331
9003-HQ-LML 144,236
9004-HQ-LML 408,961
3 MOPANI COPPER MINES 7625 HQ -LML 169,357
PLC 7073 HQ -LML 334,863
15868 HQ LML 416,760 100,255,288
4 KALUMBILAMINERALs  1>869 HQLML 409,396
LIMITED 15870 HQ LML 403,032
15871 HQ LML 125,291
15872 HQ LML 236,910
5 FQMO 8480-HQ-LEL 48,000
A2 k(05 183,082.70
LML
21957-HQ-MPL 26,993.00
6  CCS 8403-HQ-LML 8,800,000
MAAMBA COLLIERIES 7058 LML 148,973 137,332 2332869 36,799,556 4,561,583 35,110
7
LIMITED
7174 SML 775

4.7.9 Data timeliness

The 2020 ZEITI Report was based on data for the fiscal year 2020, which is from 1t January 2020 to 315t December
2020.

The revenue streams included in the reconciliation scope relate only to the payments made by companies and
revenues received by Government Agencies in 2020. The period in which the taxes are incurred by companies is
not relevant; only the period in which the taxes were paid and reported is relevant.

4.7.10 Data quality and assurance
4,7.10.1 Audit and assurance practices and controls in Zambia

Private and listed companies

The Companies Act of 2017 prescribes the financial reporting requirements for private and public limited
companies. All companies are required to prepare annual financial statements in compliance with the standards
prescribed by ZICA. Zambia uses a three-tier Financial Reporting Framework. Entities are required to use one of



the three frameworks depending on the type of the entity. Under the three -tier financial reporting framework,
entities are categorized as follows33:

Type of Entity Financial Reporting Framework

Listed Companies, Public Interest Entities and
Government Owned Enterprises

Economically Significant Companies - companies that are
2 not public companies or quoted on the stock exchange

Full IFRS

IFRS for SMEs or Full IFRS if the Company opts to

with turnover of K20 million and above use it
3 Micro and Small Entities - entities with Turnover of less Zambian Financial Reporting Standard for Micro and
than ZMW 20 million. Small Entities

Section 252 of the Companies Act of 2017 provides that the statement of financial position of a company’s annual
financial statements, to be laid before the company in a general meeting or delivered to the Registrar, shall be
signed on behalf of the company by not less than two directors or, where the company has only one director, by
that director.

Similarly, the Companies Act requires all companies except small private companies to appoint an auditor of the
company. An auditing firm may be appointed to be the auditor of the company if:
(a) at least one partner of the firm is ordinarily resident in Zambia;

(b) all or some of the partners, including the partner who is ordinarily resident in Zambia, are qualified for
appointment as auditors;

(c) the firm is not indebted to the company; or
(d) a partner of the firm is not a member, director or employee of the company or a related company.
Section 256 of the Companies Act of 2017 states that a person shall not be appointed as auditor of a company

unless that person is qualified and is registered to practice as an auditor by a body regulating the audit practice
in Zambia.

The Annual financial statements of extractive companies are not systematically available to the public except
for listed companies.

The Zambia Institute of Chartered Accountants (ZICA) is legally mandated to set auditing standards for
application in Zambia. Zambia adopted the use of International Standards on Auditing as the standards to be
used by all auditors in the Country. The Standards are to be applied in the audit of historical financial
information.

State-owned enterprises (SOEs)

SOEs in mining sector are established under the Companies Act and are therefore required to comply with the
financial reporting requirements applicable to public limited companies. Specifically, they are required to
prepare annual financial statements in terms of IFRS, subject them to an audit, and file an annual return with
the registrar of companies.

Furthermore, the Public Finance Management Act, 2018 mandates the AG to undertake the audit of SOEs in line
with the International Standards of Supreme Audit Institutions (ISSAls). The AG can secure services of private
auditors to carry out such audits on his/her behalf.

Government Agencies

The annual Financial Statements of Government are prepared by the respective Ministries, Provinces and
Spending Agencies (MPSAs). Within three months after the end of each financial year, the Ministry of Finance
should consolidate the Financial Statements and prepare the annual Financial Report of the Republi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>