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Board Committees

Business Development Committee
Prof. R. Mafoti (Chairman), Mr. J. Mushayavanhu, Mr M. N. Ndudzo.

Finance & Audit Committee
Mrs G Zvaravanhu (Chairman), Dr S.M. Fallala, Mr. J. Mushayavanhu, Mr M. N. Nducdzo.

Nomination Committee
Mr H. Nkala (Chairman), Mr J. Mushayavanhu, Mrs G Zvaravanhu, Prof. R. Mafoti, Dr S.M. Fallala, Mr M. N. Ndudzo.

Remuneration & Human Resources Committee
Mr J Mushayavanhu (Chairman), Mrs. G. Zvaravanhu, Mr M. N. Ndudzo.

Risk Management Committee
Dr SM. Fallala (Chairman), Mrs G Zvaravanhu, Prof. R. Mafoti, Mr M. N. Ndudzo.

Corporate Management
M. N. Ndudzo General Manager
C.T. Mutingwende Corporate Services Executive

T. Ngwebu Senior Manager: Development Finance & Investment Analysis
F. Mupazviriho(Ms) Manager: Business Intelligence & Markel Research

N. Musungwa Finance Manager

C. Mutiti Internal Audit Manager

G. Tapfuma Projects Manager: Agro Processing

R. Shoko (Mrs) Projects Manager: Chemicals, Knowledge & Green Industries
B. Mushohwe Projects Manager: Minerals Beneficiation

D. Sibanda Public Relations and Administration Manager

L. Koni Corporate Secretary and Compliances Manager

* F. Mupazviriho (Ms) was appointed General Manager of Sunway City on 1 September 2016
*R. Shoko (Mrs) seconded to Almin Metal Industries Limited as Acting General Manager on 8 December 2015
* B Mushohwe (Mr) seconded to Motira (Private) Limited as Acting Managing Director on 1 January 2017

Subsidiary Companies

R. Shoko (Mrs) Acting General Manager, Almin Metal Industries Limited

M. S. Kachere Group Chief Executive Officer, Chemplex Corporation Limited

G. Zivanai General Manager, Ginhole Investments (Private) Limited t/a Last Hope Estate
B .N. Kumalo Group Chief Executive Officer, Motec Holdings (Private) Limited

F. Mupazviriho (Ms) Acting General Manager, Sunway City (Private) Limited

P. Sanangurai General Manager, Allied Insurance Company (Private) Limited

B. Mushohwe Acting Managing Director, Motira (Private) Limited

Associated and Other Companies

M. Abbasi Chief Operating Officer, Modzone Enterprises (Private) Limited

Wang Yong Managing Director, Sino-Zimbabwe Cement Company (Private) Limited
S. Mangani General Manager, Surface Wilmar Investments (Private) Limited

A.R. Hassim Group Managing Director, Stone Holdings (Private) Limited

C. Nkiwane General Manager, Zimbabwe Grain Bag (Private) Limited

S. Madondo Acting General Manager, Olivine Holdings (Private) Limited
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CORPORATE PROFILE AND MISSION

for the year ended 31 December 2016

The Industrial Development Corporation of Zimbabwe Limited (IDCZ), (the Corporation) was incorporated through the Industrial Development Corporation
Act (Chapter 14.10) in 1963 to invest in industry as a state agency. The Industrial Development Corporation of Zimbabwe Limited Act was amended in 1984
to allow the Corporation to promote investment and economic co-operation across borders. The Corporation identifies and develops industrial project
opportunities into commercially viable ventures in partnership with local, regional and international investors, and technology and market access partners.

Having been in business for the last 53 years, the Corporation has built an investment portfolio supplying quality products at competitive prices, with the
core being In the sectors of motor and transport, fertiliser anc chemicals, cement, aluminium and base mineral processing and agro-processing . It also
has investments in textiles, granite processing, packaging, insurance and real estate.

The main objectives of the Corporation are

“with the approval of the Minister to establish and conduct industrial undertakings: to facilitate, promote, guide and assist in the financing of new industries
and industrial undertakings, expansion schemes, better organisation and modernisation of existing industries; to undertake the development of management
and technical expertise in the carrying out of the operations in industry and industrial undertakings, including the development of expertise in project
analysis, evaluation of investment opportunities and provision of consultancy services: and to take such measures as may be necessary or expedient to
enable the Corporation to exercise control over enterprises in which it has madle an investment.”

Itis a legal requirement for the IDCZ that:

a) “The economic requirements of Zimbabwe may be met and industrial development within Zimbabwe may be planned, expedited and conducted
on sound business principles”

b) “Every application or proposal it deals with is considered strictly on its economic merits, irrespective of all other considerations whatsoever”:
and that “so far as may be practicable, the Corporation shall not be required to provide an unduly large proportion of the capital which is
necessary for such establishment or development.”

Corporate Vision

To contribute to the transformation of Zimbabwe to a value adding and beneficiating micdle income economy

Corporate Mission
To identify, develop, mobilize resources and finance industrial project opportunities into commercially viable ventures in partnerships with local,
regional and international investors, and technology and market access partners.

Corporate Values
«  Transparency

«  Innovation

«  Gender sensitivity

«  Environmental protection

«  Professionalism and integrity

+  Fair Play
«  Empowerment
«  Teamwork

& The Corporation identifies
and develops industrial

project opportunities into
commaercially viahle ventures"
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LETTER TO MINISTER OF INDUSTRY
AND COMMERCE

for the year ended 31 December 2016

The Honourable Dr. M. Bimha
Minister of Industry and Commerce
P.O. Box 8434

Causeway

Harare

Dear Sir

Industrial Development Corporation of Zimbabwe Limited Annual Report No 53

| have the honour, on behalf of the Industrial Development Corporation of Zimbabwe Limited, to submit the Corporation’s Annual Report and Accounts
for the twelve months ended 31 December 2016 in terms of Section 19(1) of the Corporation’s Act (Chapter 14:10).

Yours faithfully

H. Nkala

Chairman

28 June 2017
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NOTICE TO THE SHAREHOLDER

for the year ended 31 December 2016
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Notice is hereby given that the 53rd Annual General Meeting of the Shareholder will be held in the IDC Board Room, 93 Park Lane, Harare on Tuesday
18 July 2017at 12:00 hours for transacting the following:

1. Tabling of Proxies, Quorum and Constitution of the meeting.

2. To approve the minutes of the previous Annual General Meeting held on 29 September 2016.

3. To receive, consider and adopt the financial statements and the reports of the directors and auditor for the financial year ended 31
December 2016.

To approve the remuneration of the directors for the year ended 31 December 2016.

To re-appoint KPMG Chartered Accountants and approve the remuneration of the auditor for the year ended 31 December 2016.
Appointment, Resignation and Retirement of Directors.

To consider the non-declaration of dividends as recommended by the Directors.

To transact all such other business as may be transacted at an Annual General Meeting.

® N U

Proxies: The member is entitled to appoint one or more proxies to act on their behalf and to attend, vote and speak in their place.
A proxy need not be a member of the Corporation.

By Order of the Board
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CHAIRMAN’S STATEMENT

for the year ended 31 December 2016
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1.0. Operating Environment

The operating environment continued to be characterised by very tight market liquidity, declining disposable incomes; subdued aggregate demand; and
a dominant informal sector.

Overall economic activity for the country during the period under review was below expectation, causing the downward revision of GDP growth forecasts
from 2.7% 10 1.4% and 0.6% by year end 2016. There was general low domestic production across the various sectors of the economy, including agriculture,
mining, manufacturing, tourism, construction and service industry. Agriculture recorded a growth decline of -2.7% in 2016.

2.0. Inflation

Deflationary conditions persisted throughout 2016, with inflation registering a -2% for the year to October 2016 per ZimStats figures, and -0.93% by
December 2016.

3.0. ZIDERA/OFAC Sanctions Removal

The sanctions which had been imposed on the Corporation and its subsidiary companies since 2008, were lifted on 4 October, 2016.

4.0. Recapitalisation

The Government followed its Rights in the Rights Issue Call of USD82 million made to address the Group’s technical insolvency, through a Cabinet Resolution
passed on 14 November, 2016.

5.0 Group Financial Performance

The Group’s revenue decreased from US$93 844 849 in 2015 to US$74 848 568 by end of 2016, due to low fertilizer and other group products sales; reduction
in commodity prices worldwide; persistent liquidity constraints; inadequate Nostro account balances; very low and below break-even capacity utilisation
especially for subsidiary companies as compared to Associate companies; and down-scaled operations in the Motor and Transport cluster.

The Group’'s 2016 gross profit contribution remained positive at US$16 265 283, a small decrease from 2015's gross profit figure of US$18 220 294, but was
Insufficient to cover the overhead costs and finance charges.

6.0 Outlook

There is confidence of a successful 2016/2017 summer cropping season buoyed by favourable rainfall patterns across the Southern African region. The
Confederation of Zimbabwe Industries (CZI) in January-February 2017 gave optimistic economic growth forecasts that could top 4% in 2017, driven by
Increased agricultural, manufacturing and mining output. The Ministry of Finance and Economic Development gave a conservative forecast of 1.7% while
the World Bank weighed in with a forecast of 3.8% for 2017. The 2016 Zimbabwe National Competitiveness Report by the National Economic Consultative
Forum (NECF) indicated that the reforms being introduced by Government were beginning to make a positive difference.



31DEC 2016 IDCZ ANNUAL REPORT 9

{o}

Chairman’s Statement (continued)

For the Group, the removal of the ZIDERA/OFAC Sanctions; the recapitalisation of the group through the Rights Issue of US$21 million an additional
expected recapitalisation of US$62 million; the moratorium of three years on the US$21 million group statutory debts in arrears; the consummation of the
joint venture between Willowvale Motor Industries (WMI) and Beijing Automobile Industry of China (BAIC) which has seen the re-opening of the WMI
assembly plant, should go some way in facilitating the Group’s turnaround.

7.0 Directorate

The Board of Directors during the period under review was made up of six members, whose terms of office in respect of five of the members, expire on 5
December, 2018, while the term of office of one of the Directors, which expired on 30 April, 2017 was renewed to 30 April 2020. There were three vacancies
on the Board and due processes were underway to fill the vacancies.

8.0 Acknowledgements.

[ thank my colleagues on the IDCZ Holdings Board, and the Directors of subsidiary and associate companies for their commitment and contributions during
2016, andl look forward to their continued commitment and contributions as we implement the turnaround programmes.

| also thank the entire IDCZ Group Management and Staff for their loyalty and contributions, and last but not least, | thank all stakeholders and customers

for their continued support.

Yours Faithfully

“

Herbert Nkala
CHAIRMAN

28 June 2017

"There is confidence of a
successful 2016/2017 summer

cropping season buoyed by
favourable rainfall”
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REPORT OF THE DIRECTORS

for the year ended 31 December 2016

A
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The directors have pleasure in submitting their fifty third report, together with the audited financial statements for the twelve months encled 31 December 2016.

Share Capital
The authorised share capital remained at 50 000 000 ordinary shares of US$2 each with a value of US$100 000 000 as per section 13(1) of the IDC Act
(Chapter 14:10).

On 14 November 2016, Cabinet approved the convertion of debt owed to the Ministry of Finance and Economic Development (the Ministry) into 10 086
717 ordinary shares of $2 each with a value of $20 173 543(2015: Nil). The shares were issued to the Ministry in February 2017.

Group income and appropriations 2016 2015
Loss from operations (5151 816) (2474 632)
Net finance charges (7838002) (6934 844)
Share of Income: associated companies (1634 652) (476 883)
Fair value gain: Investment Property (198 822) 13409
Impairment loss: Assets (2567 805) (83 421)
Impairment of investments 2 006 101 215
Exceptional items (461198) -
Gain on loss of control 21605 249 -
Exchange gain 1060 381 21368
Profit/ (Loss) before taxation 6 815 341 (9835 788)
[ncome tax credit 877879 1651500
Loss from discontinued operations (640 943) (1207 450)
Profit/ (Loss) after taxation 7052 277 (9389 738)
Other comprehensive Income 4593 671 (6061 735)
Total comprehensive income for year 11645948 (15 451 473)
Attributable to:-
Non-controlling Interest (61521) (841105)
Owners of the parent 11707 469 (14 610 368)
11645948 (15 451473)
Directorate

The terms for Mr. H. Nkala, Prof. Mafoti, Mr. J Mushayavanhu and Dr M. Fallala were extended for 3 years from 05 December 2015 to 05 December 2018. Mrs
G. Zvaravanhu was appointed Deputy Chairperson effective from 12 October 2015 and her term as director which ran up to 30 April 2017, was extended
to 30 April 2020.

Dividend
The directors do not propose to declare a dividend as the Corporation recorded a loss from operations for the year ended 31 December 2016.
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REPORT OF THE DIRECTORS (continued)

Auditor
At the 53rd Annual General Meeting scheduled for 18 July 2017, the directors will fix the remuneration of the auditor for the past audit, and appoint
auditor for the ensuing year.

For and on behalf of the Board

C T Mutingwende
Corporate Secretary

28 June 2017
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CORPORATE GOVERNANCE REPORT

for the year ended 31 December 2016
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The Industrial Development Corporation of Zimbabwe Limited is a registered limited liability entity, subject to the provisions of the IDC Act (Chapter 14:10)
0f 1963 as amended. None of the provisions of the Companies Act (Chapter 24:03) or any other law relating to companies shall apply to the Corporation
except in respect of specific provisions as may be enacted by Presidential Proclamation. For its role in catalysing industrialisation, the IDCZ is classified as
a Development Finance Institution (DFI) and shall not be wound up except by or under the authority of an Act.

Board of Directors

The Board of Directors is appointed by the Minister of Industry and Commerce. The IDCZ Act determines the constitution, rights, powers and obligations
of the Board. Of the nine directors led by a non-executive Chairman, six are from the private sector, two from the public sector. All directors except for the
General Manager are non-executive.

The Board meets at least quarterly. The five existing Board Committees meet ahead of the normal board meetings. All Board Committees are chaired by
non-executive directors. The Board has reserved certain items for its review including approval of performance results; Greenfield and expansion projects
development (1.e. structuring joint ventures and appropriate financing thereof) and related material agreements; disposals of investments: budgets and
long-range plans, and senior executive appointments and remuneration. The Board thus retains full control by approving targets and monitors performance
0N an annual basis.

The Board's assessment of the IDCZ’s position is presented in its Annual Report which addresses matters of concern and interest to stakeholders, including
non-financial matters, reports on both positive and negative aspects of IDCZ's activities. The Annual Report is tabled in Parliament by the Minister of
Inclustry & Commerce and is available to the public.

The Board subscribes to the need to conduct business in line with generally accepted corporate practices prescribed by the Codes of Best Practice
(Cadbury Report, King IV and Zimbabwe Corporate Governance Framework for State Enterprises & Parastatals, and Zimbabwe National Code on Corporate
Governance), the Generally Accepted Accounting Principles (GAAP), all relevant legislation, regulations, relevant International Financial Reporting Standardis,
and in accordance with its Corporate Values.

Business Development Committee

The committee oversees the active search for and identification of Greenfield and expansion investment opportunities for implementation by the Corporation,
through new or special purpose implementation vehicles, or through existing investment vehicles. All commercial projects identified for implementation
must pass the hurdle of a return above the Corporation’s cost of capital.

As the Corporation sheds its enterprise management role to focus onits core mandate of establishing new, and expanding existing, industries and industrial
undertakings, and secures debt free funding for this purpose from divestures, new equity from Government as shareholder and appropriate long term debt,
the Corporation will consicler and undertake investment into third party, walk in, greenfield and expansion projects, in addition to its own identified projects.
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CORPORATE GOVERNANCE REPORT (continued)

Finance & Audit Committee

The Committee deals with accounting matters, financial reporting and internal controls. It meets at least quarterly and reviews the financial statements
before they are submitted to the Board. The Committee monitors proposed changes to accounting policy, reviews internal control and reporting matters,
reviews Internal Audit and Independent External Auditor’s reports. The Committee has access to both the external audit partner and the internal audlit
manager, who also attend its meetings. All significant findings during the audit are brought to the attention of the Board. The Internal Audit Department
Is required to cover each Corporation investment at least four times per annum.

The Corporation has the agreement with partners in associated and other companies for the Internal Audit Department to conduct audits at those
Investments commencing in 2001,

Nomination Committee
The committee recommends to the Board names of qualified persons, from a database built for the purpose, for appointment as non-executive directors
In Corporation investments, with a view to achieving a skill, gender and geographical mix on these boards.

Remuneration & Human Resources Committee

The Committee is responsible for review of executive management remuneration in line with the Remuneration Policy approved by the Board. The
Remuneration Policy was put in place in terms of sections 12 and 23 of the IDC Act (Chapter 14:10), after considering the practices of commercialised and
privatised Government owned companies, IDCZ subsidiaries and other holding companies of a size and standing similar to the Corporation.

The policy Is aimed at ensuring that the remuneration practices at the Corporation are competitive to enable the Corporation to attract and retain high
calibre executives while protecting the interests of the shareholdler.

Risk Management Committee
The Committee identifies risks faced by the Corporation and its investments and proactively seeks solutions and measures to manage the risks which are
recommended to both the Corporation and its investments.
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CORPORATE GOVERNANCE REPORT (continued)
Attendance Register

The record of attendance by the directors was as follows:-

BOARD AUDIT m REMUNERATION | NOMINATION BUS/DEV
5 3 3 0 3

No. of meetings |6

H. Nkala 6 NM NM NM 0 NM
Mrs G.Zvaravanhu |3 4 1 1 0 NM
M.S.Fallala Dr. 5 4 3 NM 0 NM
R.Mafoti (Prof) 5 NM 2 *1I(NM) 0 2
J.Mushayavanhu |6 5 NM 3 0 3
M.N.Ndudzo 6 5 3 2 0 3

NM: Not a member of that board committee
0: No meeting were held for nominations committee
*I(NM) : Not a member of that board committee but was specifically requested to attend one special
Committee

Code of Conduct and Business Ethics Charter

The IDCZ Code of Conduct and Business Ethics Charter form an integral component of the contracts of service of employees, and provides guidance
regarding the behaviour expected from employees.

2 . ;é_ _ 2 A
4 /é&.v\f“- < /:{'—\f "”‘r/\/\[/’\ - e M G—KL
............................................................................................................................................................................................... N S
H. Nkala Mrs G Zvaravanhu R Mafoti (Prof)
Board Chairman and Nominations Committee | Finance and Audit Committee Chairman Business Development Committee Chairman
Chairman
_I’ﬁ / [ 5 2 i ~ F4
AL | e <l
J Mushayavanhu M S Fallala (Dr)
Remuneration and Human Resources Committee | Risk Management Committee Chairman
Chairman

28 June 2017
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DIRECTORS’ RESPONSIBILITY STATEMENT

for the year ended 31 December 2016

DIRECTORS’ RESPONSIBILITY STATEMENT

he Directors of the Corporation are required by the Industrial Development Corporation Act to maintain adequate accounting records and to
T prepare financial statements that present fairly the state of affairs of the Corporation and its investments at the end of each financial year and

of the profit and cash flows for the period. In preparing the accompanying financial statements, International Financial Reporting Standards
have been followed. Suitable accounting policies have been used and consistently applied, and reasonable and prudent judgments and estimates
have been made.

The Directors have satisfied themselves that the Group will return to profitability and that the Corporation will be able to discharge its liabilities as they
fall due. Its submitted strategic turnaround document to Government as its sole shareholder and as per request, for consideration of its recapitalization
and other policy assistance needs was approved on 14 November 2016. The Corporation Board is implementing resolutions passed by Cabinet and the 4D
(Dilution, Disposal, Dissolution and Development) Strategy adopted by the Board. Accordingly, they are satisfied that it is appropriate to adopt the going
concern basis in preparing the financial staterments.

The Board recognises and acknowledges its responsibility for the Group’s systems of internal financial control. The Group maintains internal controls and
systems that are designed to safeguard its assets, prevent and detect errors and fraud anctensure the completeness and accuracy of records. The Group's
Finance and Audit Committee has met the External Auditor to discuss their reports on the results of their work, which include assessments of the relative
strengths and weaknesses of key control areas.

The financial statements for the year ended 31 December 2016, which appear on pages 26 to 114, have been approved by the Board of Directors at its
meeting held on 28 June 2017 and were signed on behalf of the Board, by the Chairman of the Board, and General Manager.

This annual report has been prepared under the supervision of Ngonidzashe Musungwa , Certified Public Accountant CPA(Z), ACIS, PAAB Registered
Accountant number (RPAcc) 03702.

“/ W
H. Nkala M. N. Ndudzo
Chairman General Manager

28 June 2017 28 June 2017
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GENERAL MANAGER’S REPORT

for the year ended 31 December 2016

3.1

3.2

3.3

3.4

3.5

ZIDERA sanctions

The ZIDERA/OFAC sanctions which had been imposed on the Group operations and transactions since 2008 were lifted on 4™ October, 2016
and efforts to secure US$4.2 million intercepted is in progress with individual banks.

Recapitalisation

Cabinet passed a resolution on 14 November 2016 for a US$83 million rights issue to mitigate the Group’s technical insolvency. The resuscitation
of the development finance function remains a challenge as no provision was made for seed capital for start-up.

Further, Cabinet approved a moratorium of three years on the US$21 million Group statutory debts in arrears to allow for the turnaround of
Group investments and enable the Corporation to spearhead reindustrialisation of the economy.

Chemplex Corporation
Chemplex Corporation is expected to benefit from recapitalization to the tune of $19.1 million from the rights issue, once disbursed and a three
year moratorium on its statutory debt of US$11.9 million approved by Cabinet on 14 November, 2016

The bank debt restructuring done internally in 2015, is expected to improve the company’s technical solvency but new capital is still required
for retooling its plants and for working capital to operate at optimum capacities and efficiencies of scale.

ROMSIT

The amount outstanding as at 31 December 2016 was US$10 524 828.82. Efforts to recover through diplomatic means did not materialize and
the International Court of Arbitration in Paris has since been engaged.

Zimglass
The liquidator has since sold the company’s houses and flats for $0.4 million, part of which is expected to settle the Master of the High Court’s
costs in 2017,

The guaranteed consortium of banks debt to the tune of US$14.17 million is being settled by Government through various set-off options to fend
off a writ of execution issued by the High Court against the Corporation.

The motor group will benefit to the tune of $14.2 million from the rights issue, once disbursed and a further US$5.4 million from the moratorium
on statutory debt.

Interfin/CFX Curator Claim on Guarantee

The claim for ZAR 909 969.02 filed by Interfin Bank(under liquidation)at the High Court inrespect of a guarantee the Corporation had previously
issued on 22 May 2009 to Bonnezim (Pvt) Ltd is still to be heard after the Corporation filed for its defence.
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GENERAL MANAGER’S REPORT (continued)

4.

4.1

4.1.1

4.1.2

4.2

4.2.1

Performance Reports By Sector

The liquidity crunch persisted during the period, nostro balances diminished and capacity utilization remained below breakeven in the group
subsidiaries although associates fared better due to better capitalisation and modern tooling.

Low commodity prices for most mineral exports and the unstable and depreciating rand inhibited the country’s export potential to generate
the much needed foreign currency for raw materials, spares and capital equipment.

Agro-Processing

Fertiliser & Chemicals

Dorowa Minerals mining equipment and part of the process plant was rehabilitated through a $5 million Reserve Bank of Zimbabwe (RBZ)
mediated & guaranteed offshore line of credit from Afrieximbank, The rehabilitation of ZIMPHOS's sulphuric and phosphoric acid plants
however remained outstanding on account of the slow disbursements and poor position of nostro balances.

The search for strategic investor partners continues with two prospective bidders having submitted their bids by the end of year and whose
evaluation is to be finalized during the first quarter of 2017.

Food Processing
The sector which is made up of Surface Wilmar (Pvt) Ltd and Olivine Industries, faced shortages of locally produced raw materials of soya beans
and cotton seeds, which are key inputs in the extraction of cooking oil and production of stock feed.

The companies continue to import crude soya oil funded by a supply line of credit from the majority shareholder, but is now being threatened

by the nostro balance situation. An application was made to the authorities for land on which to start a proven corporate and outsourced
production model of farming these seeds, to save on foreign currency and create local jobs.

Mineral Processing

Cement
Competition remained stiff during the year as evidenced by vicious price wars and undercutting with some cement landing cheaper in the
country from South Africa supported by the fall of the rand against the USD.

The brick and tile manufacturing project awaits the transfer of land by the Ministry of Lands and Rural Resettlement to IDCZ as equity
contribution in a joint venture.

It is hoped that this would be finalized in the ensuing year as approved by Cabinet on the 14 November 2016.
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4.2.2

4.2.3

4.2.4

4.3

4.3.1

4.3.2

4.3.3

4.4

4.4.1

Mineral Processing (continued)

Ceramic Products & Tourism
The Cabinet resolution of 14 November 2016 also provided for the disposal of the Detema estate and its improvements to indigenous people
through a public tender.

This is expected to be concluded in the second half of 2017

Dimension Stone
The existing majority shareholder agreed to exercise their pre-emptive rights on IDCZ's 49% stake. A share sale agreement was consumimated
and signed during the first half of 2017.

Glass/Silica Sand
The share certificates of ownership in Industrial Sands (Pvt) Ltd could not be located and so the subsidiary continues to be treated as before
pending further searches.

Motor & Transport

The main challenge was in making payments to suppliers due to sanctions and subdued demand for new vehicles which remained below 4000
units for the year. The low demand was due to the absence of lease finance and lack of fiscal space for Government, a major buyer of new
vehicles.

Motor Assembly
A joint venture proposal was consummated during the year between Willowvale Motor Industry (WMI) and Beijing Automobile Industry of
China (BAIC).

The joint venture will now operate on contract assembly from multiple Original Equipment Manufacturers (OEMs)

After Sales Service, Engineering and Retail
Amtec Private (Ltd) issued additional shares to Doves Financial Holdings who became the single largest shareholder in Amtec through dilution
of existing shareholder’s equity. The company’s performance has since improved markedlly.

Tractors

The strategy to move to foundry for components could not be achieved as business remained low at the company on account of both low
off-take and supply concerns. Motira Tractors Private (Ltd) is now sourcing product from multiple sources and has scaled down operations and
focused on servicing equipment already sold whilst also refurbishing carcasses for resale.

Non-Ferrous Metal Fabrication

Aluminium
A proposal for the acquisition of IDCZ’s 51% in Almin Metal Industries was received from Architectural Aluminium and approved during the first
quarter of 2017
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GENERAL MANAGER’S REPORT (continued)

4.4

4.4.2

4.5

4.6

4.7

4.8

Non-Ferrous Metal Fabrication (continued)

Copper
The liquidator is still to dispose of the assets of ZimCopper (Pvt) Ltd through public auction and use proceeds to settle the bank creditor in the
first quarter of 2017. Most copper mines like Mhangura remain closed.

Textiles

Cotton production has declined dramatically in recent years due to unattractive low international commodity prices of cotton lint, hence
the sector remained unattractive for investors. This has seen key players winding or scaling down operations. Afroran in Norton remained
operational but at very low capacity.

Government has started incentivizing production of the crop through direct budgetary support to cotton growers in an effort to stimulate the
cotton to clothing value chain. Meanwhile Modzone subsidiaries, Irazim Textiles and Travan Blankets remained under judicial management.

Polypropylene Packaging
The majority shareholder agreed to exercise pre-emptive rights in Zimbabwe Grain Bag (Pvt) Ltd and this is expected to be finalized in the first
half of 2017.

Insurance
Allied Insurance (Pvt) Ltd is currently compliant with the minimum US$1.5 million capitalisation requirement. Currently there is a search for
strategic fit partners in the industry or outright disposal of our shares in 2017 to avoid the risk of non-compliance.

Real Estate
Sunway City was designated as an Information and Communication Technology (ICT) Hub Special Economic Zone following the promulgation
of the Special Economic Zone Act and negotiations on the approved model for development with some foreign partners are in progress.

Short-Time Working and Retrenchments

In the wake of reduced capacity utilization averaging 34% during the year, managing staff related costs became a common feature in the
economy Including the IDCZ Group.

The Group instituted measures to review its overheads further downwards and is also exploring revenue enhancement initiatives as a basis for
the much needed turnaround.

Capacity Building
The Corporation staff continued to benefit under Southern African Development Committee (SADC) Development and Finance Resource
Centre (DFRC) capacity building workshops and other relevant ones which were run locally during the year.

Zimbabwe International Trade Fair (ZITF)

The IDCZ group exhibited its products and services at the year's annual event in Bulawayo.
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8. Acknowledgements

[ thank the group management and staff for their invaluable contribution during the year and urge them to soldier on in 2017 as implementation
of ZIMASSET, the Ten Point Plan and the Corporation’s turnaround strategy continues, following its approval by Cabinet on 14 November 2016.

&7

M. N. Ndudzo
General Manager

28 June 2017
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INDEPENDENT AUDITOR’S REPORT

for the year ended 31 December 2016

To the member of the Industrial Development Corporation of Zimbabwe Limited

Qualified Opinion

We have audited the consolidated and separate financial statements of the Industrial Development Corporation of Zimbabwe Limited (“the Group and
Corporation”) set out on pages 26 to 114, which comprise the statements of financial position as at 31 December 2016, and the statements of profit and
loss, the statements of other comprehensive income, the statements of changes in equity and the statements of cash flows for the year then ended, and
the notes to the financial statements, which include a summary of significant accounting policies.

[ our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion sction of our report, these financial statements
give a true and fair view of the consolidated and separate financial position of the Industrial Development Corporation of Zimbabwe Limited as at 3
December 2016, and of its consolidated and separate financial performance and consolidated and separate cash flows for the year then ended in accordance
with International Financial Reporting Standards and in accordance with the Industrial Development Corporation Act (Chapter 14:10).

Basis for Qualified Opinion
The matters described in Tand 2 below are considered material to the consolidated financial statements, and the matter described in 2 is considered
material to the separate financial statements, but these matters are not considered pervasive to either the consolidated or separate financial statements.

1. Itis the Group's accounting policy to carry land and buildings at revalued amounts. During the current year, the Group engaged an independent external
valuer to perform a valuation of land and buildings. The revaluation of land and buildings resulted in a material revaluation gain of $4,605,097 which was
recognised in other comprehensive income in the current year. In the prior year we issued a qualified opinion because we were unable to obtain audit
evidence to determine whether material adjustments were required to the carrying values of land and buildings in order to reflect the land and buildings
at fair value as at 31 December 2015. While this matter does not affect the Group’s financial position as at 31 December 2016, we are unable to determine
the portion of the current year revaluation gain that is attributable to the current year and the portion that should have been recognised in prior years.

2. Note 81 and 8.3 explains that Industrial Sands (Private) Limited (Incustrial Sands) was classified as a wholly owned subsidiary of the Industrial
Development Corporation of Zimbabwe Limited despite being disclosed as a wholly owned subsidiary of Zimglass Industries (Private) Limited (Zimglass)
In prior years. Documentation in place is not clear on whether Industrial Sands is owned by the Corporation or by Zimglass. The note further explains that
the dlirectors are in the process of regularising the legal documentation. We were not provided with further evidence to show that Industrial Sands is owned
by the Corporation or to otherwise support its classification as a subsidiary of the Corporation. The financial results of Industrial Sands were included in
the consolidated financial statements. While the amounts involved are not considered material, this matter is considered material by nature to the users
of these financial statements. Our opinion was also qualified in respect of this matter in the prior year.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements scction of our report. We are inclependent of
the Group and Corporation in accordance with the International Ethics Standards Boardt for Accountants Code of Ethics for Professional Accountants
(IESBA Codle) together with the ethical requirements that are relevant to our audit of the financial statements in Zimbabwe. We have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualifiec opinion.

Material Uncertainty Related to Going Concern

We draw attention to note 22 in the consolidated and separate financial statements, which indicates that as at 31 December 2016 the Group’s and the
Corporation’s current liabilities exceeded their current assets by $37.348,923 (2015: $74 810 826) and $22,203,248 (2015: $42 935 920) respectively. As
stated in Note 22, these events or conditions, along with other matters as set forth in Note 22, indicate that a material uncertainty exists that may cast
significant doubt on the ability of the Group and the Corporation to continue as going concerns. Our opinion is not modified in respect of this matter.
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INDEPENDENT AUDITOR’S REPORT (continued)

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the consolidated and separate financial
statements of the current period. These matters were addressed in the context of our audit of the consolidated and separate financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. In addition to the matters described in the Basis
for Qualified Opinion (| Material Uncertainty in Relation to Going Concern scctions of our report, we have determined the matters described below

to be the key audit matters to be communicated in our report.

1. Valuation of land and buildings and investment properties at year end (applicable to the consolidated

financial statements)

Refer to the accounting policy on notes 2.3(n), 2.3(p) and disclosures in notes 2.4 (b) (i), 6 and 7.

Key audit matter

At year end, the group held land and buildings and investment
properties with fair values amounting to $84.3 million and $3.7
million respectively. These assets are measured at fair value as
permitted by IAS 16 Property, Plant and Equipment (for land
and buildings) and IAS 40 Investment Property. The land and
buildings and investment properties were revalued by an inde-
penclent external valuer at year end.

The valuation of land and buildings and the investment proper-
ties is subjective and therefore requires careful audit consider-
ation. In addition, the property market remains subdued and
there is no readily available market information on properties,
S0 a significant amount of judgement has to be applied in de-
termining the property values.

The significance of the land and buildings and investment
properties to the consolidated statement of financial position
at year end, together with the significant valuation judgements
resulted in this area being consiclered a key audit matter.

As part of our audit:

« We assessed the competence, independence and objectivity of the indepen-
dentexternal valuer through inquiries regarding interests and relationships that
may have created a threat to the external valuer’s objectivity and inspecting the
valuer's qualifications, experience with similar valuations and reputation within
the market.

«  We critically evaluated the methodology and assumptions incorporated by the
Independent external valuer into the valuation. Our evaluation included cor-
roborating assumptions used by the independent external valuer against infor-
mation obtained from other notable real estate practitioners and our general
understanding of the property market and macro-economic environment.

«  Wealso compared the property values against the ‘best use’ principle required
by IFRS 13 Fair Value Measurement and we assessed whether the fair value
principles, according to the valuer’'s definitions, was in line with the definition
per IFRS 13.

«  We assessed whether disclosures made by management where adequate in
accordance with TAS 16, 1AS 40 and [FRS 13.
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2. Impairment of receivables - trade receivables (applicable to the consolidated financial statements) and group
balances receivables (applicable to the separate financial statements)

Refer to the accounting policy on note 2.3(k) and disclosures in notes 2.4 (b) (iv) and 11, including Ti(a).

Key audit matter

As part of the Group’s operations, the Group sells goods to
customers on credlit. The Group’s trade receivables amounted
to $151 million in the consolidated financial statements at year
end. In addition, the Corporation provides management ser-
vices and earns management fees, as well as dividends, from
entities within the group. Group balances receivables inthe sep-
arate financial staternents amountect to $1.5 million at year endl.

The impairment of these receivables involves significant man-
agement judgement and estimation about the amounts to be
recovered and the timing of repayments thereof.

The provisions for impairment raised against the receivables
have become an even more critical focus area in Zimbabwe,
taking into account the worsening cash and currency shortages,
company closures, retrenchments and general increase in credit
risk clue to these factors.

Therefore, due to the high credit risk during the year, the sig-
nificance of receivables to these financial statements and the
related estimation uncertainty involved, this was considered to
be a key audit matter inour audit of the consolidated and sepa-
rate financial statements.

Our audit of Group’s trade receivables included:

«  Testing the operating effectiveness of internal controls over the approval, re-
cording and monitoring of trade receivables.

«Analysing the key inputs into the receivables impairment policy and assessed
the reasonableness of assumptions used by management by interrogating doc-
umentation evidencing the performance of credit assessments on customers in
accordance with the Group’s policies and applicable laws.

«Assessing the validity of material long outstanding receivables by obtaining
third-party confirmations of amounts owing

«  Considering payments received from customers subsequent to year-end, past
payment history and unusual patterns to identify potentially impaired balances.

« Assessing the reasonability of management’s judgement by comparing the
prior year's impairment raised with current year actual losses.

« Ouraudit of the Corporation’s group balances receivables included:

« Analysing management’s calculation of the amounts to be impaired with refer-
ence to our knowleclge of the entities within the group, including consiceration
of the work that we performed in respect of the impairment of subsidiaries (see
below).

+ Inspecting payments received from group entities subsequent to year end.
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3. Impairment of investment in subsidiaries (applicable to separate financial statements)

Refer to the accounting policy in note 2.3(k) and other disclosures in note 2.7 and note 8.1.

Key audit matter

Investments in subsidiaries represent a substantial proportion
of the Corporation’s assets In the separate financial statements.
The Corporation measures its investments in subsidiaries at
cost. At year end, the Corporation’s investments in subsidiaries
amounted to $49.4 million.

Due to continuing losses, decreasing revenues and the insol-
vency of some of the subsidiaries within the Group, the carrying
amounts of these investments may be impaired. The Corpora-

As part of our audit:

We evaluated management’s assessment of the impairment of its subsidiaries
by obtaining the audited financial information of subsidiaries and comparing
net asset values to the carrying amounts of these investments.

We evaluated the reasonability of using net asset value as a substitute for the
recoverable amount of the subsidiary by analysing the net asset value against
the subsequent sale price of subsidiaries that have been disposed of by the

tion calculates impairment by comparing the subsicliaries car- group.
rying amounts to their net asset values.

. Ve also analysed the net asset values of subsidiaries that the group plans to
dispose of in the near future against the valuations provided by independent
experts and/or independent potential buyers.

Assessment of impairment requires significant judgement with
regard to determining that the subsidiaries’ carrying amounts
are not above their recoverable amount.

« Weassessed the adequacy of the disclosures relating to the impairment of sub-

Due to the poor performance of the subsidiaries, their signifi- sidiaries.

cance to the Corporation’s financial statements and the related
estimation uncertainty involved, this was considered to be a key
audlit matter.

Other Information
The directors are responsible for the other information. The other information comprises all of the information included in the Annual Report, but does
not include the consolidated and separate financial statements and our auditor’s report thereon

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

In connection with our audit of the consolidated and separate financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the consolidated and separate financial statements or our knowledge obtained in
the audiit, or otherwise appears to be materially misstated. If, based on the work we have performed, we concludle that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Consolidated and Separate Financial Statements

The directors are responsible for the preparation of consolidated and separate financial statements that give a true and fair view in accordance with
International Financial Reporting Standards and in accordance with the Industrial Development Corporation Act (Chapter 14:10), and for such internal
control as the directors determine is necessary to enable the preparation of consolidated and separate financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the directors are responsible for assessing the Group’s and the Corporation’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors
either intend to liguidate the Group and/or the Corporation or to cease operations, or have no realistic alternative but to do so.
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Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements

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

{o}

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

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

+ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Group’s and the Corporation’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by the
directors.

« Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant doubt on the Group's and the Corporation’s ability to continue as
a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures
In the consolidated and separate financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Group and/or the Corporation to
cease to continue as a going concern.

+ Evaluate the overall presentation, structure and content of the consolidated and separate financial statements, including the disclosures, and wheth-
er the consolidated and separate financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

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

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

From the matters communicated with the directors, we determine those matters that were of most significance in the audit of the consolidated and separate
financial statements of the current period and are therefore the key audit matters. We describe these matters in our auditor's report unless law or regulation
preclucles public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

KEM(,

Themba Mudidi
Partner

Registered Auditor
PAAB Practicing Certificate Number 0437

28 June 2017

For ancton behalf of KPMG Chartered Accountants (Zimbabwe), Reporting Auditor
Mutual Gardens

100 The Chase West

Emerald Hill, Harare

Zimbabwe
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STATEMENTS OF FINANCIAL POSITION

as at 31 December 2016
Group Corporation
Note 2016 2015 2016 2015
uss$ Us$ Us$ uss$
ASSETS
Non-current assets
Property, plant and equipment 6 7857458 104 323 365 104 951 129537
Investment properties 7 5720000 56711 - -
Intangible assets 61 955 4030
Non-current portion of land held for sale 10 13504 313 12070 352 -
Investment in subsidiaries 81 - - 49 408 54163 88
Investment in associates 8.2 16774747 19046 721 12 <)27> 804 12925804
Non-current financial assets 2 5799 019 588 1019 588
Available for sale financial assets 84 0799/8 1082 750 865157 937171
Loans receivable 16 - 4 446 506 - 4825271
133222 750 147 644 902 64 321668 73997 258
Current assets
Inventories 9 15262 954 26 540 -
Trade and other receivables I 258594 743 40237 64 474
Group balances receivables Tla - 1556185 1212 205
Loans receivable 16 7858 1362 283 219697 1530 309
Non -current assets held for sale 8.5 12575 368 14694 507 35609181 1482 686
Cash and cash equivalents 12 11050 965 2262299 6240 75027
60153739 65563 367 5431540 4362696
TOTAL ASSETS 193 376 489 213208 269 69 753208 78 359 954
EQUITY AND LIABILITIES
Capital and reserves
Issued capital 13 8344108 8344108 3 %44 10¢ 344108
Waiting for allotment 13 20175435 - )173 433 -
Non distributable reserve 13(b) 99 457 687 99 457 687 109 034771 109 034 771
Revaluation reserve 13(b) 8 3472 841 18110 366 - -
Mark to market reserve (2235 300) (211874) (211874) (211874)
Accumulated losses 01597 019) 109 713658) (106 008 239) (98 208 225)
Equity attributable to owners of the parent 34497757 15986 629 31332 201 8958780
Non - controlling interests 8.7 13 740 555 4108 360
Total equity 48 238 307 30094 989 31332201 18 958 780
Non-current liabilities
Loans and borrowings 141 31219500 26 339 7130 468 1803
Deferred tax liability 5 16 416 020 16 399 a( 5649752 35500755
47 635520 42739087 10786 220 12102 558
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Group Corporation
2016 2015 2016 2015
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Note
Us$ Us$ Us$ Us$
Current liabilities
Trade and other payables 15 74 498 377 50 038 596 19 631490 18 037 322
Liabilities held for sale 85 2897759 35601494 - -
Group balances payables - - /51743 245625
Loans and borrowings 142 18 253 336 49 037 340 725151 2901717
Bank overdrafts 14.2 1169 914 4955 459 44 39572
Current tax liability 683 281 741304 - -
97 502 662 140 374193 27634788 47 298 616
Total liabilities 145138 182 183113 280 38421008 59 401174
TOTAL EQUITY AND LIABILITIES 193 376 489 213208 269 69753 208 78 359 954
7
~2
- - A *
- -
H. Nkala M.N. Ndudzo
Chairman General Manager

28 June 2017 28 June 2017
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Statement of changes in equity (continued)

Corporation

Waiting for | Non distributable | Accumulated | Mark to market

Issued capital allotment reserve losses reserve

uss$
18958780
(7800 014)
20173 435

uss$
8344108

- 20173 435

Us$ us$

109 034 771

uss$
(98 208 225)
(7800 014)

uss$
(211874)

Balance as at 1 January 2016

Loss for the period

Awaiting issue of new shares

At 31 December 2016 8344108 20173 435 109 034771 | (106 008 239) (211 874) 31332201
For the year ended 31

December 2015

Balance as at 1 January 2015 8344108 109034771 (84653528) (157 672) 32567679
Loss for the period - - (13554 697) - (13554 697)

(54 202)
18 958 780

(54 202)
(211 874)

Other comprehensive income

At 31 December 2015 8344108 109034771 (98 208 225)
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Group Corporation

2016 2015 2016 2015
Note us$ Us$ us$ Us$

CASH FLOWS FROM OPERATING ACTIVITIES
Profit/(Loss) before tax 6174 399 (11041 238) (7595 14) (13679 719)
-"from continuing operations 6 815 341 (9835788)
-"from discontinued operations (640 943) (1207 450)
Adjustments for:
-Exchange gains (1060 381) (21369) (1M 637) (38 429)
-Depreciation on property, plant and equipment b 3979892 5048 749 25236 36 630
-Impairment losses 2567 805 (58 602) 6550 433 12139 243
-Amortisation of intangible assets 35075 19 326 - -
-Dividend received - - (651 093) (742136)
-Net finance costs 34 7838002 6934 844 2120 615 1485964
- (Profit)/loss on disposal of plant & equipment 397680 145 868 - -
-Provision for credlit losses: External 77315 (4 335184)
- Gain on Loss of control of Zimglass 3.6 (21605 249) -
- Share of profit/ (loss) of associates 16354 652 476 883
-Fair value adjustment on investment property 198 882 27 398
Operating gain/ (deficit) before working
capital changes 206 071 (2803 325) (663 560) 798 447)
Working capital adjustments
Decrease/ (increase) in inventories 10 865 585 (4 566 032) = -
Decrease/ (increase) in trade and other receivables (220166) 664 794 5049 084 510 515
Increase/ (cecrease) in trade and other payables 24459 776 14148 589 1594168 670901
Cash from operating activities 35311266 7444 026 3979692 382969
Taxation paid (541502) - (55901 (45 543)

Net cash flows used in operating activities 34769764 7444 026 3923791 339426
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Statements of cash flows (continued)
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INVESTING ACTIVITIES

Purchases of property, plant and equipment
Proceeds/ (Loans) from/to associates
(Purchases)/Sale of investments
(Increase)/increase in non-current portion of
land held for sale

(Increase)/decrease in non-current assets
held for sale

Increase/ (Decrease) in liabilities held for sale
Proceeds on disposal of property,

plant and equipment

Proceeds from investment property
Dividend received

Increase in non-current financial assets
Additions: Available for sale financial assets
Net finance costs

Net cash (outflows)/inflows from investing activities

Net cash inflow/(outflows) before financing

FINANCING ACTIVITIES
Interest bearing borrowings:
Proceeds

Issue of ordinary shares

New Capital: Motec Holdings
Repayments

Net cash (outflow)/inflow from financing activities
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Assets Held for Sale: Cash and Overdrafts

Cash and cash equivalents at end of year

Madle up of the following

-Bank overdrafts

-Cash at bank

Cash and cash equivalents

Note

Group Corporation
2016 2015 2016 2015
Us$ us$ us$ Us$
(1863 608) (3341 256) (5650) (13576)
2 547915 (2065 827) - -
- - 184 600 10 000
(435961) (151964)
(12 008 306)
1511163
161 649 1528 321 134 177
2150 000 - - -
- 651093 742136
(285299) - -
(52187)
(7679330) (6954 844) (2120 615) (1485 964)
(16 152 044) (10 965 570) (1290 438) (747 227)
18 617 720 (3521544) 2633353 (407 801)
743260 506 116 1252 395
- - 20173435 -
1500 000 - -
(5730 654) (25375778) (62 681)
(4 230 654) 743 260 (2696 227) 1189 714
14 387 066 (2778 284) (62 874) 781913
(2695160) 85124 69 070 (712 843)
(1812 855) - - -
9 881051 (2693160) 6196 69 070
(1169914) (4 955459) (44) (3952
11050 965 2262299 6 240 73022
9 881051 (2693160) 6196 69 070
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2016

1.

2.1

2.2

(a)

(b)

(c)

Corporate Information

The consolidated and separate financial statements of Industrial Development Corporation of Zimbabwe Limited (IDCZ) for the year ended 31
December 2016 were authorised for issue by the Board on 28 June, 2017.

Industrial Development Corporation of Zimbabwe Limited has investments in the following sectors: motor and transport, fertilizer and chemicals,
cemnent, aluminium, granite and base mineral processing. It also has investments in textiles, packaging and real estate.

The consolidated and separate financial statements of IDCZ have been prepared in accordance with International Financial Reporting Standards
(IFRS) as issued by the International Accounting Standards Board (IASB) and in accordance with the IDCZ Act (Chapter 14.10).

The consolidated and separate financial statements have been prepared on a historical cost basis, except for investment properties, land and
buildings and certain financial instruments that have been measured at fair value. The consolidated financial statements are presented in the
United States Dollar (USD), which is the corporation’s functional and reporting currency.

Basis of Consolidation

The consolidated financial statements consist of the financial statements of Industrial Development Corporation of Zimbabwe Limited and its
subsidiaries and associates as at 31 December 2016.

Subsidiaries

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains control and continue to be
consolidated until the date that such control ceases. Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the subsidiaries. Specifically, the Group controls
the subsidiaries if and only if the Group has:

. Power over the subsidiary (i.e. existing rights that give current ability to direct the relevant activities of the subsidiary):;
. Exposure, or rights to variable returns from its involvement with the subsidiary; and
The ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of a subsidiary, the Group considers all relevant facts and circumstances
In assessing whether it has power over a subsidiary, including:

. The contractual arrangement with the other vote holders of the subsidiary.
Rights arising from other contractual arrangements.
The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls a subsidiary if facts and circumstances indicate that there are changes to one or more of the
three elements of control. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year are included in the
statement of comprehensive income from the date the Group gains control until the date the Group ceases to control the subsidiary.

The financial statements of the subsidiaries are prepared for the same reporting period as the parent company, using consistent
accounting policies.

Transactions eliminated on consolidation
All Intra =group balances, income and expenses, unrealized gains and losses and dividend resulting from intra-group transactions are
eliminated in full.

Non-controlling interests (NCI)

Non-controlling interest are measured at their proportionate share of the fair values of the assets and liabilities recognised.

Changes inthe Group’'s interest in a subsidiary that do not result in a loss of control are accounted for as equity transactions.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used into line with those
used hy the Group.
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Notes to the Financial Statements (continued)

2.2
(d)

(e)

Basis of Consolidation (continued)

Loss of Control

If the Group loses control over a subsidiary, it;

. Derecognises the assets (including goodwill) and liabilities of the subsidiary.

. Derecognises the carrying amount of any non-controlling interest, including components of other comprehensive income
attributable to them.

. Derecognises the cumulative translation differences, recorded in equity.

. Recognises the distribution of shares to the new owners of the subsidiary that is the owners of the former parent if the loss of
control involves such a distribution.

J Recognises the fair value of the consideration received.

. Recognises the fair value of any investment retained.

. Recognises any surplus or deficit in profit and loss.

. Reclassifies the parent’s share of component previously recognized in other comprehensive income to profit or loss or retained

earnings, as appropriate.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the aggregate of the
consideration transferred, measured at acquisition date fair value and the amount of any non-controlling interest in the acquiree. For each
business combination, the Group measures the non-controlling interest in the acquiree either at fair value or at the proportionate share of the
acquiree’s identifiable net assets. Acquisition costs incurred are expensed and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and designation in
accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition date. This includes the separation
of embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held equity interest in the acquiree
is measured to fair value at the acquisition date through profit or loss.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date. Subsequent changes to
the fair value of the contingent consicleration that is deemed to be an asset or liability will be recognised in accordance with IAS 39 either in
profit or loss or as a charge to other comprehensive income. If the contingent consideration is classified as equity, it will not be remeasured.
Subsequent settlement is accounted for within ecjuity. In instances where the contingent consideration coes not fall within the scope of IAS 39,
it is measured in accordance with the appropriate IFRS.

Goodwill is initially measured at cost being the excess of the aggregate of the consideration transferred and the amount recognized for non
controlling interest in a business combination achieved in stages, the acquisition date fair value of the Group’s previously held equity interest in
the acquiree over the net identifiable assets acquired and liabilities assumed. If this consideration is lower than the fair value of the net assets
of the subsidiary acquired, the difference is recognized in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of impairment testing, goodwill
acquired in a business combination is, from the acquisition date, allocated to each of the Group’s cash generating units that are expected to
benefit from the combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill forms part of a cash generating unit and part of the operation within that unit is disposed of, the goodwill associated with
the operation disposed of is included in the carrying amount of the operation when determining the gain or loss on disposal of the operation.
Goodwill clisposed of in this circumstance is measured based on the relative values of the operation disposed of and the portion of the cash-
generating unit retained.
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Notes to the Financial Statements (continued)

2.2
(f)

(8)

2.3
(a)

(b)

©

Basis of Consolidation (continued)

Investment in associates

An associate is an entity over which the Group has significant influence, as evidenced by the Group holding directly or indlirectly 20% or more
of the voting power of the investee representation on the Board and direct involvement with the policy making processes of the investee.
The Group’s Investment in its associates is accounted for using the equity method. Under the equity method, the investment in the associate
Is measured in the statement of financial position at cost plus post acquisition changes in the Group’s share of the profit or loss and other
comprehensive income of the associate until the date on which significant influences ceases. Goodwill relating to the associate is included in
the carrying amount of the investment and is neither amortised nor individually tested for impairment.

Unrealised gains resulting from transactions between the Group and the associate are eliminated to the extent of the interest in the associate.
Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that there is evidence of impairment. The financial
statements of the associate are prepared for the same reporting period as the Group.

Where necessary, adjustments are made to bring the accounting policies inline with those of the Group. After application of the equity method,
the Group determines whether it is necessary to recognise an additional impairment loss on the Group’s investment in its associate. The Group
determines at each reporting date whether there is any objective evidence that the investment in the associate is impaired. If this is the case
the Group calculates the amount of impairment as the difference between the recoverable amount of the associate and its carrying value and
recognises the amount in the ‘share of profit of an associate’ in the statement of profit or loss.

Interests in Associates are accounted for using the equity method. They are recognised initially at cost, which includes transactions costs.
Subsequent to initial recognition and upon loss of significant influence over the associate, the Group measures and recognises any retaining
investment at its fair value. Any difference between the carrying amount of the associate upon loss of significant influence and the fair value of
the retaining investment and proceeds from disposal is recognised in profit or 10ss.

Discontinued operation
A discontinued operation is a component of the Group’s business, the operations and cash flows of which can be clearly distinguished from the
rest of the Group and which:

. Represents a separate major line of business of geographical area of operations;
. Is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of operations; or
. s a subsidiary acquired exclusively with a view to resale.

Classification as a discontinued operation occurs at the earlier of disposal or when the operation meets the criteria to be classified as held-
for-saleWhen an operation is classified as a discontinued operation, the comparative statement of profit or loss and OC is re-presented as if
operation had been discontinued from the start of the comparative year.

Summary of significant accounting policies

Foreign currency translation
The Group consolidated financial statements are presented in United States Dollars, which is also the Group’s functional currency.

Foreign Currency Transactions and balances
Transactions in foreign currencies are initially recorded by the Group entities at their respective functional currency rates prevailing at the date
of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rate of exchange ruling at the
reporting date.

All differences arising on settlement or translation of monetary items are taken to the statement of profit or loss with the exception of monetary
Items that are designated as part of the hedlge of the Group’s net investment of a foreign operation.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as at the dates
of the initial transactions. Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value is determined.

Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably
measured, regardless of when the payment is being made. Revenue is measured at the fair value of the consideration received or receivable,
taking into account contractually defined terms of payment and excluding discounts, rebates, and value added tax. The Group assesses its
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Notes to the Financial Statements (continued)

2.3
()

(i)

(ii)

(i)

(iv)

(v)

(vi)

(vii)

(d)

(e)

Summary of significant accounting policies (continued)

Revenue recognition (continued)

revenue arrangements against specific criteria in order to determine if it is acting as principal or agent. The Group has concluded that it is acting
as a principal in all of its revenue arrangements, except in the case of Botash products where goods are sold on their behalf for a commission.
The following specific recognition criteria must also be met before revenue is recognized:

Sale of goods and services
Revenue from the sale of goods shall be recognised when the following conditions have been satisfied:

(a) Theentity has transferred to the buyer the significant risks and rewards of ownership of the goods;

(b)  The entity retains neither continuing managerial involvement to the degree usually associated with ownership nor effective control over
the goods sold:

(c)  Theamount of revenue can be measured reliably:

(d) Itis probable that the economic benefits associated with the transaction will flow to the entity and!;

(e)  The costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with the transaction
shall be recognised by reference to the stage of completion of the transaction at the end of the reporting period. The stage of completion is
assessed based on surveys of work performed. When the outcome cannot be measured reliably, revenue is recognised only to the extent that
the expenses incurred are eligible to be recovered.

Interest income

For all financial instruments measured at amortised cost, interest income is recorded using the effective interest rate (EIR), which is the rate
that exactly discounts the estimated future cash payments and receipts through the expected life of the financial instruments or a shorter
period, where appropriate, to the net carrying amount of the financial asset or liahility. When calculating the effective interest rate an entity
shall estimate cash flows considlering all contractual terms of the financial instruments (for example prepayments, call and similar options) but
shall not consider future credit losses. The effective interest rate is established on initial recognition of the financial asset and is not revised
subsequently. Interest income is included in finance income in the statement of profit or loss.

Dividend income
Revenue Is recognized when the Group's right to receive payment is established, which is generally when shareholders approve the dividend.

Rental income
Revenue is recognised as income in the statement of profit or loss on a straight line basis over the lease term.

Premiums
Premiums written refer to business written during the year, and includes estimates of premiums due but not yet receivable or notified, less an
allowance for cancellations.

Unearned premiums represent the proportion of premiums written in the year that relate to unexpired terms of policies in force at statement of
financial position date, generally calculated on the 24th method. Revenue is recognised on the date on which the policy is effective.

Fees and commissions

Insurance contract policy holders are charged for administration services and other contract fees. These fees are recognised as revenue over the
period in which the related services are rendered. If the fees are for services provided in future periods then they are deferred and recognised
over future periods.

Acquisition costs
Acquisition costs, which represent commissions and other related expenses, are deferred over the period in which the related premiums are
earned and are recognised in full through the profit and loss for the period they relate to.

Claims
Claims represent the ultimate cost (net of salvage recoveries) of settling all claims arising from events that have occurred up to the
reporting date.

Claims incurred comprise the settlement and handling costs paid and outstanding claims arising from events occurring during the financial
year together with adjustments to prior year claims provision. Claims outstanding comprise provisions for the entity’s estimate of the ultimate
cost of settling all claims incurred but unpaid at the statement of financial position date whether reportect or not, and related internal claims
handling expenses and an appropriate prudential margin.
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2.3
(e)

(f)

(8)

(h)

(ii)

Summary of significant accounting policies (continued)

Claims (continued)

Claims outstanding are assessed by reviewing individual claims and making allowances for claims incurred but not yet reported, the effect
of both internal and external foreseeable events, such as claims handling procedures, inflation, judicial trends, legislative changes and past
experience and trends. Provisions for claims outstanding are not discounted.

Insurance contract

Insurance contracts are those contracts when the company(the insurer) has accepted significant insurance risk from another party(the policy
holder) by agreeing to compensate the policyholders if a specified uncertain future event(the insured event) adversely affects the policyholders.
As a general guideline the entity determines whether it has significant insurance risk, by comparing benefits paid with benefits payable if the
insured event did not occur.

Once a contract has been classified as insurance contract it remains as insurance contract for the remainder of its lifetime, even if the insurance
risk reduces significantly during this period, unless all rights and obligations are extinguished or expire.

Government grants

Government grants are recognised where there is reasonable assurance that the grant will be received and all attached conditions will be
complied with. When the grant relates to an expense item, it is recognised as income on a systematic basis over the periods that the related
costs, for which it is to compensate, are expensed. When the grant relates to an asset, it is recognised as income in equal amounts over the
expected useful life of the related asset.

When the Group receives grants of non-monetary assets, the asset and the grant are recorded at nominal amounts and releases to profit or
loss over the expected useful life in a pattern of consumption of the benefit of the underlying asset by equal annual instaliments. When loans or
similar assistance are provided by government or related institutions, with an interest rate below the current applicable market rate, the effect
of this favourable interest is regarded as a government grant. The loan or assistance is initially recognised and measured at fair value and the
government grant is measured as the difference between the initial carrying value of the loan and the proceeds received.

Taxes

Current income Tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be received from or paid to
the tax authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantially enacted at the reporting
date.

Current income tax relating to items recognised outsicle profit or loss is recognized outside profit or loss in correlation to the underlying
transaction either in other comprehensive income or directly in equity.

Deferred tax
Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for tax purposes.

Deferred tax is recognized for all taxable temporary differences except:

. Temporary differences from the initial recognition of goodwill or of an asset or liability ina transaction that is not a business combination
and at the time of the transaction, affects neither the accounting profit nor taxable profit or loss: and
. Inrespect of taxable temporary differences associated with investments in subsidiaries and associates, and interest in joint arrangements,

where the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary difference will
not reverse in the foreseeable future.

Deferred tax assets are recognized for unused tax losses, unused tax credlits and deductible temporary differences to the extent that it is
probable that future taxable profits will be available against which they can be used. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax assets to