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LIKE THE 
MIGHTY 

EAGLE 
WE RIDE 

THE 
STORM



The Company was established in Zambia in 1968 and 
its product range has grown to include clear beers such 
as Mosi Premium, Castle, Carling Black Label and Eagle 
lagers. Zambian Breweries Plc became part of Anheuser-
Busch InBev (AB InBev) in October, 2016 the largest 
brewer in the world, with more than 400 beer brands and 
some 200,000 employees in over 50 countries. 

This is the Annual Report of Zambian Breweries Plc for 
the year ended 31st December, 2020. This information 
may be updated or documented with the Securities and 
Exchange Commision or later amended if necessary, 
although Zambian Breweries Plc does not undertake 
to update any such information. The Annual Report is 
made available to all shareholders on the Lusaka Stock 
Exchange website (www.luse.co.zm). This report includes 
names of Zambian Breweries Plc products, which 

constitute trademarks or trade names which Zambian 
Breweries Plc owns, or which others own and license to 
Zambian Breweries Plc for use. 

In this report, the term ‘Company’ and ‘Zambian Breweries’ 
refers to Zambian Breweries Plc, except as the context 
otherwise requires. 

Zambian Breweries Plc’s Annual Financial Statements 
have been prepared in accordance with International 
Financial Reporting Standards (IFRS) and interpretations 
issued by IFRS Interpretations Committee applicable 
to companies reporting under IFRS. The Financial 
Statements comply with IFRS as issued by the 
International Accounting Standards Board (“IASB”). 
References to IFRS hereafter should be construed as 
references to IFRS as issued by the IASB.

We dream big
company.

accordingly. Great people deliver and transform.

 
 and diversity 

lead by example.

 
We embrace change, take smart risks and learn 
from our mistakes. 

We go where consumers 
go, because that is where growth is.

We strive to be the best at serving and partnering 
with our customers, who are the gateway to our 
consumers.

  
 

in all we do, always having our customers  
and consumers in mind.

 

 
and our reputation.

DREAM

PEOPLE

CULTURE
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(In Kwacha 
thousands)

Year 
Ended 

31 March 
2017*

Nine-
months 

Ended 31 
December 

2017* 2018 2018** 2019 2020 Var.

Company 
Revenue (incl. 
Excise Duty) 2,494,328 1,986,512 2,843,168

 
2,278,035 2,640,037 3,031,587 15%

Company 
Revenue (Excl. 
Excise Duty) 1,974,021 1,561,138 2,200,228

 
1,787,264 2,092,589 2,305,425 10%

Operating Profit 360,957 366,017 1,610,040  299,282 331,954 22,902 -93%

Profit Before 
Income tax 185,806 320,029 1,618,942  317,711 356,882 8,485 -98%

Profit (loss) for 
the year 128,168 220,820 1,456,136  216,599 274,414 5,939 -98%

Total Assets 2,674,626 3,062,546 4,931,900
 

4,931,900 3,062,292 3,232,039 6%

Current liabilities 1,054,306 1,126,438  3,540,971 
 

3,540,971 1,386,930 1,630,008 18%

Retained 

Earnings 1,208,034 1,428,854  309,633  309,633 584,047 535,385 -8%

K3.03
billion Company revenue

(incl. excise duty)

K22.9
million Operating Profit

K0.5
million Retained earnings

K0.006
million Profit for the year

1 Financial Highlights

* Note change of financial reporting year in 2017
** Note adjustment of 2018 financials to exclude the Coke business, which was divested in December 2018
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2 Business Overview
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Dear Shareholders,

2020 has presented unprecedented challenges for all 

tumultuous shock.

countries. 

our business.

Chairperson’s Report

Economy

during the year.
st

Strategic Review

beer and prompted some unscrupulous distributors and 

consumers.

educate trade on the need for integrity. We also increased 

capacity further.
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small enterprises linked to the supply 
chain.  

and its brands, and it is testament to 

st

Finance

2020.

commitment to cost management and 

million on its foreign denominated, long 
outstanding balances due to its related 

during the year. The business has since 
put in place a payment plan to clear 

balance. 

Smart Drinking

for social distancing and the need for 

forces to tackle underage drinking, 

pledge.

underage drinking. 

of Bauleni in Lusaka as part of the 

underage drinking.

Governance

to ensure compliance during the period 

structures are state of the art.

Outlook
This year has tested us all in many 

of our people, our business and the 
performance of the beer sector despite 

outlook for the coming year.

compromising on our superior product 
quality.

us to reach more consumers on more 
occasions. 

people are rising to the challenge each 

crisis is behind us.

for their commitment to keeping us, our 

Monica Musonda
Chairperson of the Board of 
Directors
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Country Director’s Report

teams rose to the occasion. The past year 

and capacity constraints.

taken from us. 

consumers. 

of our employees, stakeholders and the 

We are grateful to all the teams responsible 
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our guard.

employment, and farming programmes.

Financial Performance

to report that despite the challenges 

st

throughout the year.

Commercial Performance

impact has been less than originally 

the second half of the year.

impacted by shortages on the market 

brands.

Investment for the Future

to the postponement of our planned 
capacity upgrade in 2020 mainly because 

2021 Outlook

our employees and consumers, as 
households face the rising cost of 

of our brands and the beer category as 

Jose Moran Ramirez
Country Director



3 Sustainability Report

Our Dream is to Bring People Together for a Better World.

We are building a Company to last, brewing beer and building brands 
that will continue to bring people together for the next 100 years and 
beyond.

Zambian Breweries has aligned its Better World goals with the 2025 
UN Sustainable Development Goals.

1SMART
AGRICULTURE

empowered. 

• Partnership with the WFP:

• 

• Cassava Farming:

• 

7
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SMART 
DRINKING

and expanding marketing codes of practice, providing consumer information, responsible 

• #ResponsibleTogether campaign: 

• 

• Sponsorship of the MISA Awards:

• 

2

water availability and quality. Water is the largest input in the manufacturing of our 
products and we believe that water is a shared resource of which its access must be 

• 

WATER
STEWARDSHIP

3
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Company short of recyclable bottles, which are vital to keeping the supply chain going. 
However, true to our principles, we have made strides to overcome this challenge.

• Chinja Botolo Campaign: 

• Manja Pamodzi partnership with ZEMA: 

• 

9

5 CLIMATE  CHANGE

4 CIRCULAR PACKAGING

 

• 

• ZEMA Environmental Climate Change Awards:
 

75th UN General Assembly 
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4 Corporate Governance
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access online training to understand the ethical aspects of the 
use of technology across our business.

Corporate Governance

Statement

the recruitment process.

customers and the consumer at the forefront of our strategy.

- -

Jose Daniel 

- - -

-
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Board.

Independent 

-

heads.

 

Heads of Procurement

Technical Director
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POLICIES

Code of Ethics Global Whistleblower Policy

raising concerns.

Human Rights Policy
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Volunteering Policy

• 
• 

and restored the equipment
• 

of abusers of alcohol, and the role of statutory bodies and 

• We respect the rights of adults to choose to drink alcohol 

• 

• 

• 

• 

• 

POLICIES CONTINUED

Global Responsible Sourcing Policy

stability among our many suppliers and surrounding 

Environmental Policy Diversity and Inclusion
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• Road Safety: reduce harmful use of alcohol through 

• 

• 

• Increasing Alcohol Literacy: 

the dangers of alcohol abuse

 
”

What is VPO?

• Contractor management

• 

• legal compliance i.e. establishment 

• 
• 
• 
• 

• 
• 
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• 

• 

• 
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• 
• 

• 

• 

• 
• 

a dedicated Transfer 

disposal of shareholder 
enquiries and a broker in 

and regular disclosure to the market.

agencies, regulators, 

employees and the 
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Board of Directors

Monica 
Musonda

Jito 
Kayumba

Derrick 
Jansen van 

Vuuren

Obed 
Somali

Jose Moran
Ramirez

turned entrepreneur, 

processing company. 

General of Zambia, 

London, as a partner 

London.

appointed to the 

and chairs the 

professional he 

numerous global fora. 

sectors, including 
the Bank of Zambia 

holds a degree in 

degree in Business 

Business.

appointed to the 

and progressed 

in the Theory of 

st 

and appointed to the 

to the business by 

as transforming 

electronic system to 

payment system for 

and reduced risks 

cheque and cash 

begun his career in 

his appointment as 

Mulwanda
Sichula

upon taking up the 

m a n a g e m e n t 

from the Board 
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Management Committee

Country Director

Jose Moran Ramirez 

his current appointment as 

Country Lead
Finance

Mulwanda Sichula
Resigned: 26th March 2020

th

Head of 
Procurement

 
Transferred to South Africa 

st

Head of Logistics 
and Planning

Lezanne van Zyl 

Country Lead
Finance

Obed Somali
Appointed Country Lead Finance 

st September, 2020

st

Head of Marketing

 

Head of 
Procurement

Simon Nyondo 
st

in the course of the year and 
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Management Committee Continued

Technical Director

Franz Schepping 

Country Lead 
People

Sharon Lima Deborah Bwalya

Head of Solutions

Shula Kampamba 

Director 

Plant Manager
Lusaka

Plant  Manager
Ndola

Darryl Denton

Company Secretary 
/ Legal Counsel
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Annual Report of the Directors of the Board

 

                                
  

  

Results and dividend
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April October 910

June December

Safety

  
Research and development

Exports

Property, plant and equipment

Monica Musonda

Chairperson of the Board

rd 

Jose Daniel Moran Ramirez

Country Director

rd 
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For the year ended 31 December 2020

The Companies Act, 2017 of Zambia requires the Directors 

that the Company keeps proper accounting records that 

the Company. They are also responsible for safeguarding the 
assets of the Company. The Directors are further required to 
ensure the Company adheres to the corporate governance 
principles or practices contained in Sections 82 to 112 of Part 
VII of the Companies Act, 2017 of Zambia and the Securities 
Act, 2016 of Zambia.

due to fraud or error.

Monica Musonda

Chairperson of the Board

rd 

Jose Daniel Moran Ramirez

Country Director

rd
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5 Independent Auditor’s 
Report and Annual 
Financial Statements
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A list of Partners is available from the address above   

Independent Auditor’s Report 
 

To the Shareholders of Zambian Breweries Plc 
 
Report on the audit of the Annual Financial Statements 
 
Our opinion 
In our opinion, the Annual Financial Statements give a true and fair view of the financial position of 
Zambian Breweries Plc (the “Company”) as at 31 December 2020, and of its financial performance and 
its cash flows for the year then ended in accordance with International Financial Reporting Standards 
(IFRS) as issued by the International Accounting Standards Board (IASB) and the requirements of the 
Companies Act, 2017 of Zambia and the Securities Act, 2016 of Zambia. 
 
What we have audited 
Zambian Breweries Plc’s Annual Financial Statements are set out on pages 31 to 70 and comprise: 
 

 the statement of financial position as at 31 December 2020; 
 the statement of profit or loss and other comprehensive income for the year then ended; 
 the statement of changes in equity for the year then ended; 
 the statement of cash flows for the year then ended; and 
 the notes to the annual financial statements, which include a summary of significant accounting 

policies and other explanatory information. 
 

 
Basis for opinion 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit 
of the Annual Financial Statements section of our report. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion. 
 
Independence 
We are independent of the Company in accordance with the International Code of Ethics for 
Professional Accountants (including International Independence Standards) issued by the International 
Ethics Standards Board for Accountants (IESBA Code). We have fulfilled our other ethical 
responsibilities in accordance with the IESBA Code. 
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Report on the audit of the Annual Financial Statements (continued) 
 
Key audit matters 
Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the Annual Financial Statements of the current period. These matters were addressed in the 
context of our audit of the Annual Financial Statements as a whole, and in forming our opinion thereon, 
and we do not provide a separate opinion on these matters. 
 

Key audit matter How our audit addressed the key audit matter 

Goodwill impairment 

The annual impairment assessment of 
goodwill requires the application of 
assumptions and judgements in order to 
estimate the recoverable amount of the 
Cash Generating Units (CGUs) to which 
the goodwill recognised is attributed. 
  
The recoverable amount of the CGU has 
been determined based on a value in use 
calculation. Key assumptions used in the 
calculation include: 
 
estimating the cash flows that will be 
generated in the future; 
estimating the long-term growth rate; and 
determining the discount rate to be used. 
  
We determined this to be an area of focus 
for the audit on account of the significance 
of the judgments applied by the Directors in 
determining the recoverable amount of this 
Cash Generating Unit (“CGU”). 
  
See note 18 on pages 63 to 64 of the 
Annual Financial Statements. 

In assessing the reasonableness of the assumptions 
applied by the directors, we performed the following 
procedures: 

 agreed the cash flow forecasts to the most 
recently approved budgets; 

 tested the appropriateness of assumptions applied 
and accuracy of data used in preparing the cash 
flow forecasts and company budget; 

 agreed the projected future cash inflows and 
outflows arising for capital expenditure 
investments to the approved schedule of 
commitments; 

 tested the long-term growth rate against historical 
growth rate of the business; 

 assessed the determined discount rate to ensure it 
was representative of the current market 
assessments for the time value of money and risks 
specific to the CGU; 

 evaluated the sensitivity of the Company’s 
goodwill to fluctuations in the key assumptions 
applied to ascertain the extent to which the key 
inputs would have to change before goodwill 
would be considered impaired; 

 tested the mathematical accuracy of the goodwill 
assessment performed and agreed information 
used to the general ledger; and 

 reviewed the adequacy and appropriateness of the 
disclosures included within the annual financial 
statements relating to goodwill. 
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Report on the audit of the Annual Financial Statements (continued) 
 
Other information 
The Directors are responsible for the other information. The other information comprises the Company’s 
Annual Report but does not include the Annual Financial Statements and our auditor’s report thereon. 
 
Our opinion on the Annual Financial Statements does not cover the other information and we do not 
express any form of assurance conclusion thereon. 
 
In connection with our audit of the Annual Financial Statements, our responsibility is to read the other 
information identified above and, in doing so, consider whether the other information is materially 
inconsistent with the Annual Financial Statements or our knowledge obtained in the audit, or otherwise 
appears to be materially misstated. 
 
If, based on the work we have performed, we conclude that there is a material misstatement of this other 
information, we are required to report that fact. We have nothing to report in this regard. 
 
Responsibilities of the Directors for the Annual Financial Statements 
 
The Directors are responsible for the preparation of Annual Financial Statements that give a true and fair 
view in accordance with IFRS as issued by the IASB and the requirements of the Companies Act, 2017 
of Zambia and the Securities Act, 2016 of Zambia, and for such internal control as the Directors 
determine is necessary to enable the preparation of Annual Financial Statements that are free from 
material misstatement, whether due to fraud or error. 
 
In preparing the Annual Financial Statements, the Directors are responsible for assessing the 
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless the Directors either intend to liquidate 
the Company or to cease operations, or have no realistic alternative but to do so. 
 
The Directors are responsible for overseeing the Company’s financial reporting process. 
 
Auditor’s responsibilities for the audit of the Annual Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the Annual 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 Annual Financial Statements.  



Zambian Breweries Plc Annual Report 2020 28

Report on the audit of the Annual Financial Statements (continued) 
 
Auditor’s responsibilities for the audit of the Annual Financial Statements (continued) 
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 Annual Financial Statements, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain 
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. 
 

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

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

 Conclude on the appropriateness of the Directors’ use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s 
report to the related disclosures in the Annual 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 Company to 
cease to continue as a going concern. 
 

 Evaluate the overall presentation, structure and content of the Annual Financial Statements, 
including the disclosures, and whether the Annual Financial Statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 

 
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. 
 
We also provide the Board Audit Committee with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters 
that may reasonably be thought to bear on our independence, and where applicable, actions taken to 
eliminate threats or safeguards applied. 
 
From the matters communicated with the Board Audit Committee, we determine those matters that were 
of most significance in the audit of the Annual 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 precludes 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. 
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Report on other legal and regulatory requirements 
 
The Companies Act, 2017 of Zambia 
The Companies Act, 2017 of Zambia requires that in carrying out our audit of Zambian Breweries Plc, 
we report on whether: 
 
i. as required by section 259 (3)(a), there is a relationship, interest or debt which, ourselves, as the 

Company Auditor, have in the Company;  
 

ii. as required by section 259 (3)(b), there are serious breaches by the Company’s Directors, of 
corporate governance principles or practices contained in Sections 82 to 122 of Part VII of the 
Companies Act, 2017of Zambia; and 
 

iii. in accordance with section 250 (2), as regards loans made to a Company Officer (a director, 
company secretary or executive officer of the company), the Company does not state the: 

 
 particulars of any relevant loan made during the financial year to which the accounts apply, 

including any loan which was repaid during that year; or 
 

 amount of any relevant loan, whenever made, which remained outstanding at the end of the 
financial year. 

 
In respect of the foregoing requirements, we have no matters to report. 
 
 
The engagement partner on the audit resulting in this independent auditor’s report is Andrew Chibuye. 
 
 
 
 
  
PricewaterhouseCoopers 
Chartered Accountants                                                                                              
Lusaka                                                                                                                           5 March 2021 
 
  
 
  
Andrew Chibuye 
Practicing Certificate Number: AUD/F002378 
Partner signing on behalf of the firm 
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Zambian Breweries Plc
Annual Report
For the year ended 31 December 2020

Annual Financial Statements
Amounts are presented in thousands of Zambian Kwacha unless otherwise stated

Statement of profit or loss and other comprehensive income

Notes 2020 2019

Revenue from contracts with customers 6 2,305,425          2,092,589          
Cost of sales (1,346,701)         (1,175,799)         

Gross profit 958,724             916,790             

Distribution costs (178,028)            (140,264)            
Administrative expenses (302,323)            (403,055)            
Impairment credit / (charge) on financial assets 3,002                  (1,802)                 
Other income 7 697                     26,876                
Other expenses 8 (459,170)            (66,591)              

Operating profit 22,902                331,954             

Finance income 11 1,557                  55,036                
Finance costs 11 (15,974)              (30,108)              
Finance (costs) / income - net (14,417)              24,928                

Profit before income tax 8,485                  356,882             

Income tax expense 12 (2,546)                 (82,468)              

Profit for the year 5,939                  274,414             

Other comprehensive income -                      -                      

Total comprehensive income for the year 5,939                  274,414             

Earnings per share for profit attributable to the equity holders of the 
Company

Basic and diluted (Kwacha per share) 14 0.01                    0.50                    

The notes on pages 35 to 70 are an integral part of these Annual Financial Statements.

For the year ended 31 December
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26 February 2021

Zambian Breweries Plc
Annual Report
For the year ended 31 December 2020

Annual Financial Statements
Amounts are presented in thousands of Zambian Kwacha unless otherwise stated

Statement of financial position

Notes 2020 2019

Share capital 15 5,460              5,460              
Share premium 15 450,207          450,207          
Retained earnings 535,385          584,047          

991,052          1,039,714      
Non-current liabilities
Deferred income tax 13 610,979          635,648          

610,979          635,648          

Total equity and non-current liabilities 1,602,031      1,675,362      

Non-current assets
Prperty, plant and equipment 17 2,149,855      2,059,246      
Intangible assets 18 22,816            24,601            
Account receivable 2,095              -                  

2,174,766      2,083,847      

Current assets
Inventories 19 426,640          486,667          
Trade and other receivables 20 150,474          255,294          
Current income tax 12 79,152            10,542            
Cash and cash equivalents 21 401,007          225,942          

1,057,273      978,445          

Current liabilities
Borrowings 22 35,000            32,761            
Trade and other paybles 23 1,595,008      1,354,169      

1,630,008      1,386,930      

Total assets less current liabilities 1,602,031      1,675,362      

The notes on pages 35 to 70 are an integral part of these Annual Financial Statements.

The Annual Financial Statements on pages 31 to 70 were approved for issue by the Board of Directors and signed on its behalf by:

As at 31 December

Capital and reserves attributable to the Company’s equity holders

Monica Musonda

Chairperson of the Board
Jose Daniel Moran Ramirez

Country Director
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Zambian Breweries Plc
Annual Report
For the year ended 31 December 2020

Annual Financial Statements
Amounts are presented in thousands of Zambian Kwacha unless otherwise stated

Statement of changes in equity

Share capital Share premium Retained earnings Total

Year ended 31 December 2019

At start of year 5,460             450,207                     309,633                       765,300           

Comprehensive income:
Profit for the year -                  -                             274,414                       274,414           
Total comprehensive income for the year -                  -                             274,414                       274,414           

At end of year 5,460             450,207                     584,047                       1,039,714       

Year ended 31 December 2020

At start of year 5,460             450,207                     584,047                       1,039,714       

Comprehensive income:
Profit for the year -                  -                             5,939                           5,939               
Total comprehensive income for the year -                  -                             5,939                           5,939               

Transactions with owners:
Dividend approved -                  -                             (54,601)                       (54,601)            
Total transactions with owners -                  -                             (54,601)                       (54,601)            

At end of year 5,460             450,207                     535,385                       991,052           

The notes on pages 35 to 70 are an integral part of these Annual Financial Statements.
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Zambian Breweries Plc
Annual Report
For the year ended 31 December 2020

Annual Financial Statements
Amounts are presented in thousands of Zambian Kwacha unless otherwise stated

Statement of cash flows

Notes 2020 2019

Cash flows from operating activities
Cash generated from operations 24 592,642             474,492             
Interest received 197                     31,325                
Interest paid (15,974)              (30,108)              
Income tax paid (95,825)              (110,989)            

Net cash flows from operating activities 481,040             364,720             

Cash flows from investing activities
Purchase of property, plant and equipment 17 (297,492)            (575,726)            
Proceeds from sale of property, plant and equipment 697                     514                     
Purchase of intangible assets 18 (951)                    (5,447)                 
Adavnce of loan to related party (2,095)                 -                      

Net cash flows from investing activities (299,841)            (580,659)            

Cash flows from financing activities
Proceeds from borrowings 22 35,000                -                      
Dividends paid (9,733)                 (2,009,283)         

Net cash flows from financing activities 25,267                (2,009,283)         

Increase / (decrease) in cash and cash equivalents 206,466             (2,225,222)         
  
Movement in cash and cash equivalents:
Cash and cash equivalents at beginning of year 193,181             2,397,522          
Increase / (decrease) in cash and cash equivalents 206,466             (2,225,222)         
Effects of exchange rate changes on cash and cash equivalents 1,360                  20,881                

Cash and cash equivalents at end of year 21 401,007             193,181             

The notes on pages 35 to 70 are an integral part of these Annual Financial Statements.
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Notes to the Annual Financial Statements

1 General information

2 Summary of significant accounting policies

2.1 Basis of preparation

Going concern

2.2 Changes in accounting policy and disclosures

a)

-
-

The Company has applied the following standards and amendments for the first time for their annual reporting period
commencing 1 January 2020:

The adoption of the above accounting standards and amendments did not have any impact on the amounts recognised in prior
periods and are not expected to significantly affect the current or future periods.

Zambian Breweries Plc (the "Company") was incorporated in Zambia under the Companies Act of Zambia as a public company,
listed on the Lusaka Stock Exchange and is domiciled in Zambia. The address of its registered office is:

The Financial Statements of the Company have been prepared in accordance with International Financial Reporting Standards
(IFRS) and interpretations issued by IFRS Interpretations Committee applicable to companies reporting under IFRS. The Financial
Statements comply with IFRS as issued by the International Accounting Standards Board (IASB). 

Plot Number 6438, Mungwi Road
Heavy Industrial Area, Lusaka

The principal accounting policies adopted in the preparation of these Annual Financial Statements (the "Financial Statements") are
set out below. These policies have been consistently applied to all years presented, unless otherwise stated.

The Financial Statements have been prepared on a historical cost basis, unless otherwise stated in the accounting policies below.
The Financial Statements are presented in Zambian Kwacha (“K”), rounded to the nearest thousand. In accordance with the
Companies Act, 2017 of Zambia, the Financial Statements for the period ended 31 December 2020 have been approved for issue
by the Directors. Neither the entity’s owner nor others have the power to amend the Financial Statements after issue.

The preparation of Financial Statements in conformity with IFRS as issued by the IASB requires the use of certain critical accounting
estimates. It also requires Directors to exercise judgement in the process of applying the Company’s accounting policies. The areas
involving a higher degree of judgement or complexity, or where assumptions and estimates are significant to the Financial
Statements, are disclosed in Note 3 to the Financial Statements.

The Financial Statements have been prepared on a going concern basis. The Directors have no doubt that the Company will remain
in existence after 12 months from the date of these Financial Statements.

New and amended accounting standards adopted by the Company

Definition of Material –  Amendments to IAS 1 and IAS 8
Revised Conceptual Framework for Financial Reporting

The principal activities of the Company are the manufacture and distribution of alcoholic beverages. There has been no significant
change in the Company’s business during the year. 
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.2 Changes in accounting policy and disclosures (continued)

b)

Effective date

1 January 2022

They must be applied retrospectively in accordance with the normal requirements in IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors .

In May 2020, the IASB issued an Exposure Draft proposing to defer the effective date of the
amendments to 1 January 2023.

Title

New accounting standards and interpretations not yet adopted by the Company

Certain new accounting standards and interpretations have been published that are not mandatory for 31 December 2020
reporting periods and have not been early adopted by the Company. These standards are not expected to have a material impact
on the entity in the current or future reporting periods and on foreseeable future transactions. Below is a summary of the
standards which are applicable to reporting periods commencing on or after the given effective date.

The narrow-scope amendments to IAS 1 Presentation of Financial Statements clarify that
liabilities are classified as either current or non-current, depending on the rights that exist at the
end of the reporting period. Classification is unaffected by the expectations of the entity or
events after the reporting date (e.g. the receipt of a waver or a breach of covenant). The
amendments also clarify what IAS 1 means when it refers to the ‘settlement’ of a liability.

Classification of 
Liabilities as 
Current or Non-
current - 
Amendments to 
IAS 1

The amendment to IAS 16 Property, Plant and Equipment (PP&E) prohibits an entity from
deducting from the cost of an item of PP&E any proceeds received from selling items produced
while the entity is preparing the asset for its intended use. It also clarifies that an entity is
‘testing whether the asset is functioning properly’ when it assesses the technical and physical
performance of the asset. The financial performance of the asset is not relevant to this
assessment.

1 January 2022 
[possibly 
deferred to 1 
January 2023]

The amendments could affect the classification of liabilities, particularly for entities that
previously considered management’s intentions to determine classification and for some
liabilities that can be converted into equity.

1 January 2022

Entities must disclose separately the amounts of proceeds and costs relating to items produced
that are not an output of the entity’s ordinary activities.

Property, Plant 
and Equipment: 
Proceeds before 
intended use – 
Amendments to 
IAS 16

Key requirement

Reference to 
the Conceptual 
Framework – 
Amendments to 
IFRS 3

Minor amendments were made to IFRS 3 Business Combinations to update the references to the
Conceptual Framework for Financial Reporting and add an exception for the recognition of
liabilities and contingent liabilities within the scope of IAS 37 Provisions, Contingent Liabilities
and Contingent Assets and Interpretation 21 Levies . The amendments also confirm that
contingent assets should not be recognised at the acquisition date.
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.2 Changes in accounting policy and disclosures (continued)

b)

Effective date

•

•

•

•

2.3 Segment reporting

        Country Director         Head of Procurement
        Technical Director         Head of Logistics and Planning
        Country Lead People         Country Lead Finance
        Head of Solutions         Head of Marketing
       Corporate Affairs Director

IFRS 16 Leases – amendment of payments from the lessor relating to leasehold
improvements, to remove any confusion about the treatment of lease incentives.

IFRS 1 First-time Adoption of International Financial Reporting Standards – allows entities
that have measured their assets and liabilities at carrying amounts recorded in their
parent’s books to also measure any cumulative translation differences using the amounts
reported by the parent. This amendment will also apply to associates and joint ventures
that have taken the same IFRS 1 exemption.

IAS 41 Agriculture – removal of the requirement for entities to exclude cash flows for
taxation when measuring fair value under IAS 41. This amendment is intended to align with
the requirement in the standard to discount cash flows on a post-tax basis.

Annual 
Improvements 
to IFRS 
Standards 
2018–2020

1 January 2022

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-
maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the operating
segments, has been identified as the Executive Committee that makes strategic decisions and is the Company’s key management
personnel. The Executive Committee consists of the following personnel:

Title
Onerous 
Contracts – Cost 
of Fulfilling a 
Contract 
Amendments to 
IAS 37

The amendment to IAS 37 clarifies that the direct costs of fulfilling a contract include both the
incremental costs of fulfilling the contract and an allocation of other costs directly related to
fulfilling contracts. Before recognising a separate provision for an onerous contract, the entity
recognises any impairment loss that has occurred on assets used in fulfilling the contract.

1 January 2022

New accounting standards and interpretations not yet adopted by the Company (continued)

The following improvements were finalised in May 2020:

Key requirement

IFRS 9 Financial Instruments – clarifies which fees should be included in the 10% test for
derecognition of financial liabilities.
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.4 Foreign currency translation

Functional and presentation currency

Transactions and balances

2.5 Revenue from contracts with customers

1  -
2  -
3  -
4  -
5  -

Revenue is recognised at the amount of the transaction price that is allocated to each of the performance obligations per the
contract with customers. The transaction price is determined at an amount that depicts the consideration to which the Company
expects to be entitled to in exchange for transferring the goods and services promised to the customer. In most cases, this amount
equals the cash consideration however where non-cash consideration is received the fair value of such consideration is used.

The principles in IFRS 15 are applied using the following five-step model:

The standard requires entities to exercise considerable judgement taking into account all the relevant facts and circumstances
when applying each step of this model to its contracts with customers. This includes principal and agent considerations.

Identify the contract(s) with a customer.
Identify the performance obligations in the contract.
Determine the transaction price.
Allocate the transaction price to the performance obligations in the contract.
Recognise revenue when or as the entity satisfies its performance obligations.

Items included in the Financial Statements of the Company are measured using the currency of the primary economic environment
in which the entity operates (‘the functional currency’). The Financial Statements are presented in Zambian Kwacha (“K”) which is
the Company’s functional currency.

Foreign currency transactions are translated into the functional currency of the Company using the exchange rates prevailing at
the dates of the transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in profit or loss.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in statement of profit or
loss within ‘finance income or finance cost’. All other foreign exchange gains and losses are presented in the profit or loss within
other income/expenses.

Revenue comprises consideration received or receivable on contracts entered into with customers for the sale of goods and
services in the ordinary course of the Company's activities.

Revenue is recorded net of taxes, discounts and after eliminated sales within the Company. Revenue is recognised when the
Company satisfies its performance obligations as set out in the contracts entered into with its customers.
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.5 Revenue from contracts with customers (continued)

Sale of goods - wholesale

Sale of goods - retail

2.6 Employee benefits

Short-term obligations

A receivable is recognised when the goods are delivered as this is the point in time that the consideration is unconditional because
only the passage of time is required before the payment is due.

The Company’s contracts with customers are largely standardised per revenue stream and contracts often consist of the
Company’s standard terms and conditions which accompanies every quote and invoice presented to a customer. The Company’s
revenue could be aggregated into the following main categories:

Liabilities for wages and salaries, including non-monetary benefits and annual leave that are expected to be settled wholly within
12 months after the end of the period in which the employees render the related service are recognised in respect of employees’
services up to the end of the reporting period and are measured at the amounts expected to be paid when the liabilities are
settled. The liabilities are presented within trade and other payables in the statement of financial position.

The Company manufactures and sells beverages in the wholesale market. Sales are recognised when control of the products has
transferred, being when the products are delivered to the wholesale customer, the wholesale customer has full discretion over the
channel and price to sell the products, and there is no unfulfilled obligation that could affect the wholesale customer’s acceptance
of the products. Delivery occurs when the products have been delivered to the specific location, the risks of obsolescence and loss
have been transferred to the wholesaler, and either the wholesaler has accepted the products in accordance with the sales
contract, the acceptance provisions have lapsed, or the Company has objective evidence that all criteria for acceptance have been
satisfied.

Revenue from the sale of goods is recognised when a Company sells a product to the customer. Payment of the transaction price is
due immediately when the customer purchases the product and takes delivery in store.

Revenue from these sales is recognised based on the price specified in the contract net of the estimated volume, wholesale and
price discounts. Accumulated experience is used to estimate and provide for discounts and returns. The volume discounts are
assessed based on actual purchases.
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.6 Employee benefits (continued)

Retirement benefit obligations

2.7 Interest income

2.8 Income tax

Current income tax

The Company’s contributions to the defined contribution schemes are charged to profit or loss in the year in which they fall due.

When there is an uncertainty over income tax treatments, the Company recognises and measures its current and deferred income
asset or liability based on an approach which better predicts the resolution of the uncertainty. In determining the approach, the
Company considers how it prepares its income tax filings and supports the tax treatments or how it expects the taxation authority
to make its examinations and resolve issues that might arise from that examination.

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

The current income tax charge is calculated on the basis of the tax enacted or substantively enacted at the reporting date. The
Directors periodically evaluate positions taken in tax returns with respect to situations in which applicable tax regulation is subject
to interpretation. They establish provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

The Company operates defined contribution retirement benefit schemes for its employees. The Company and all its employees
also contribute to the National Pension Scheme Fund, which is a defined contribution scheme.

A defined contribution plan is a pension plan under which the Company pays fixed contributions into a separate entity. The
Company has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all
employees the benefits relating to employee service in the current and prior periods.  

The assets of all schemes are held in separate trustee administered funds, which are funded by contributions from both the
Company and employees.

Interest income from financial assets is recognised using the effective interest method and included in finance income recognised
in profit or loss. 
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.8 Income tax (continued)

Deferred income tax

2.9 Earnings per share

•
•

•
•

2.10 Property, plant and equipment

All categories of property, plant and equipment are initially recorded at cost and are subsequently measured at historical cost less
accumulated depreciation and any accumulated impairment losses. Historical cost includes expenditure that is directly attributable
to the acquisition of the items.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profits will be available against
which the temporary differences can be utilised. 

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

Basic earnings per share is calculated by dividing:

the profit attributable to owners of the Company, excluding any costs of servicing equity other than ordinary shares
by the weighted average number of ordinary shares outstanding during the financial year, adjusted for bonus elements in 
ordinary shares issued during the year and excluding treasury shares.

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account:

the after-income tax effect of interest and other financing costs associated with dilutive potential ordinary shares; and
the weighted average number of additional ordinary shares that would have been outstanding assuming the conversion of 
all dilutive potential ordinary shares.

Deferred income tax is recognised, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying values in the Financial Statements. However, the deferred tax liabilities are not recognised if they arise
from the initial recognition of goodwill; deferred income tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss. Deferred income tax is determined using tax rates and laws that have been enacted or substantively enacted
at the reporting date and are expected to apply when the related deferred income tax liability is settled.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be
measured reliably. All other repairs and maintenance costs are charged to profit or loss during the financial period in which they
are incurred.
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.10 Property, plant and equipment (continued)

Buildings 25 - 40 years Motor vehicles 4 - 5 years
Plant and machinery 15 - 20 years Furniture & fittings and computer equipment 5 - 10 years
Containers and crates 3 - 5 years

2.11 Intangible assets

i) Goodwill

•

In determining the useful life of Goodwill, the Directors have taken into consideration the following factors:

Goodwill recognised has an indefinite useful life on which impairment reviews are undertaken annually or more frequently if
events or changes in circumstances indicate a potential impairment. The carrying value of goodwill is compared to the recoverable
amount, which is the higher of value in use and the fair value less costs to sell. Any impairment is recognised immediately as an
expense and is not subsequently reversed.

For the purpose of impairment testing, goodwill acquired in a business combination is allocated to the CGU that is expected to
benefit from the synergies of the combination. The unit to which the goodwill is allocated represents the lowest level within the
entity at which the goodwill is monitored for internal management purposes. Goodwill is monitored at the operating segment
level.

Goodwill arose on the acquisition of subsidiaries and represented the excess of the consideration transferred over the Company’s
interest in net fair value of the net identifiable assets, liabilities and contingent liabilities of the acquiree and the fair value of the
non-controlling interest in the acquiree. On hive-up of operations, the Company allocated the goodwill to the operating segment
or the CGU at alcoholic and non-alcoholic segments.

Depreciation is calculated using the straight-line method to allocate their cost less their residual values over their estimated useful
lives, as follows:

The asset’s residual values and useful lives of the assets are reviewed, and adjusted if appropriate, at the end of each reporting
period. Assets classified as capital work in progress are not depreciated.

Plant and equipment are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell, and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows
(cash-generating units). 

Gains and losses on disposal of plant and equipment are determined by comparing the proceeds to their carrying amount and are
included in profit or loss.

The expected usage by the entity - the entity expects to make use of the assets for an indefinite period of time. In this 
regard, the entity has made massive investments in terms of plant and equipment over the years to ensure that the entity’s 
operations continue.
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.11 Intangible assets (continued)

i) Goodwill (continued)

•

•

•

ii) Computer software

2.12 Inventories

2.13 Trade receivables

Expected actions by actual or potential competitors - there are no actual or potential competitors that will affect the market share 
of the entity.

Trade receivables are recognised initially at the amount of consideration that is unconditional, unless they contain significant
financing components, when they are recognised at fair value. The Company holds the trade receivables with the objective of
collecting the contractual cash flows and therefore measures them subsequently at amortised cost using the effective interest
method. Details about the Company’s impairment policies and the calculation of the loss allowance are provided in Note 4(b).

Trade receivables are amounts due from customers for goods sold in the ordinary course of business. If collection is expected in
one year or less (or in the normal operating cycle of the business if longer), they are classified as current assets. If not, they are
presented as non-current assets.

Inventories are stated at the lower of cost and net realisable value. The cost of raw materials, work in progress (WIP), finished
goods and engineering spares is determined using the weighted average cost method less provision for impairment. The cost of
finished goods and work in progress comprises raw materials, direct labour, other direct costs and related production overheads
(based on normal operating capacity). Net realisable value is the estimated selling price in the ordinary course of business, less the
costs of completion and applicable variable selling expenses.

The typical product life cycle for the assets and published information about useful lives of similar assets that are used in a 
similar way - the treatment adopted by the Directors is in line with companies in the similar businesses in the same 
industry.
The stability of the industry in which the asset operates and changes in market demand for the products or services from or 
related to the asset - Directors are of the view that the industry in which the entity operates is stable and hence the assets 
are more likely to be of use indefinitely.

Computer software is stated at historical cost less accumulated amortisation. Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Directly attributable costs that are capitalised as part of computer software include an
approximate portion of overheads. Computer software is amortised over its useful life of 3 years.

A provision for inventory is recognised when the inventory item is both financially and technically obsolete. In determining the
financial and technical obsolescence of an item, management considers each item for which no movement has been noted and
then determines whether this item can be used. If the item is unusable, management provides for the full amount.
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.14 Cash and cash equivalents

2.15 Trade and other payables

2.16 Provisions

2.17 Borrowings

Provisions for legal claims, service warranties and make good obligations are recognised when the Company has a present legal or
constructive obligation as a result of past events, it is probable that an outflow of resources will be required to settle the
obligation, and the amount can be reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be small.

Provisions are measured at the present value of management’s best estimate of the expenditure required to settle the present
obligation at the end of the reporting period. The discount rate used to determine the present value is a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the liability. The increase in the provision due to
the passage of time is recognised as interest expense.

For the purpose of presentation in the statement of cash flows, cash and cash equivalents includes cash on hand, deposits held at
call with financial institutions, other short-term, highly liquid investments with original maturities of three months or less that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities in the statement of financial position.

Trade and other payables represent liabilities for goods and services provided to the Company prior to the end of the financial year
which are unpaid. 

Borrowings are removed from the statement of financial position when the obligation specified in the contract is discharged,
cancelled or expired. The difference between the carrying amount of a financial liability that has been extinguished or transferred
to another party and the consideration paid, including any noncash assets transferred or liabilities assumed, is recognised in the
statement of profit or loss as other income or finance costs.

Trade and other payables are presented as current liabilities unless payment is not due within 12 months after the reporting
period. They are recognised initially at their fair value and subsequently measured at amortised cost using the effective interest
method.

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at
amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption amount is recognised in the
statement of profit or loss over the period of the borrowings using the effective interest method. Fees paid on the establishment
of loan facilities are recognised as transaction costs of the loan to the extent that it is probable that some or all of the facility will
be drawn down. In this case, the fee is deferred until the draw-down occurs. To the extent there is no evidence that it is probable
that some or all of the facility will be drawn down, the fee is capitalised as a prepayment for liquidity services and amortised over
the period of the facility to which it relates.
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.17 Borrowings (continued)

2.18 Borrowing costs

2.19 Financial assets

Classification

Recognition and derecognition

Measurement

The Company classifies its financial assets in the following measurement categories:

•    those to be measured subsequently at fair value (either through OCI or through profit or loss), and
•    those to be measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and the contractual terms of the cash
flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For investments in equity
instruments that are not held for trading, this will depend on whether the Company has made an irrevocable election at the time
of initial recognition to account for the equity investment at fair value through other comprehensive income (FVOCI).

At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a financial asset not at fair value
through profit or loss (FVPL), transaction costs that are directly attributable to the acquisition of the financial asset. Transaction
costs of financial assets carried at FVPL are expensed in profit or loss.

Regular way purchases and sales of financial assets are recognised on trade date, being the date on which the Company commits
to purchase or sell the asset. Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Company has transferred substantially all the risks and rewards of ownership.

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement of the liability for
at least 12 months after the reporting period.

General and specific borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying
asset are capitalised during the period of time that is required to complete and prepare the asset for its intended use or sale.
Qualifying assets are assets that necessarily take a substantial period of time to get ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings, pending their expenditure on qualifying assets, is
deducted from the borrowing costs eligible for capitalisation. Other borrowing costs are expensed in the period in which they are
incurred.



Zambian Breweries Plc Annual Report 2020 46

Zambian Breweries Plc
Annual Report
For the year ended 31 December 2020

Annual Financial Statements
Amounts are presented in thousands of Zambian Kwacha unless otherwise stated

Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.19 Financial assets (continued)

Offsetting financial instruments

Impairment

2.20 Financial liabilities

2.21 Impairment of non-financial assets

Non-financial assets, other than goodwill, are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the carrying amount of
the asset exceeds its recoverable which is the higher of an asset’s fair value less costs to sell and its value in use. For the purposes
of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash-
generating units – “CGU”). 

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise the asset and settle
the liability simultaneously.

The Company assesses on a forward-looking basis the expected credit losses associated with its debt instruments carried at
amortised cost and FVOCI. The impairment methodology applied depends on whether there has been a significant increase in
credit risk.

Non-financial assets, other than goodwill, that suffered impairment are reviewed for possible reversal of the impairment at each
reporting date. Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is increased to its
revised of its recoverable amount, but the increased carrying amount should not exceed the carrying amount that would have
been determined, had no impairment loss occurred in prior years. An impairment loss reversal is recognised as income
immediately in the statement of profit or loss and other comprehensive income.

Financial liabilities of the Company are classified and subsequently measured at amortised cost net of directly attributable
transaction costs.

The Company derecognises a financial liability when it is extinguished i.e. when the obligation specified in the contract is
discharged or cancelled or expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying amounts is
recognised immediately in the statement of profit or loss.

For trade receivables, the Company applies the simplified approach permitted by IFRS 9, which requires expected lifetime losses to
be recognised from initial recognition of the receivables.
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Notes to the Annual Financial Statements (continued)

2 Summary of significant accounting policies (continued)

2.22 Share capital and share premium

2.23 Dividend distribution

2.24 Leases

•
•

•
•
•

Ordinary shares are classified as ‘share capital’ in equity. Any premium received over and above the par value of the shares is
classified as ‘share premium’ in equity. Incremental costs directly attributable to the issue of new ordinary shares are shown in
equity as a deduction from share premium. Where such ordinary shares are subsequently reissued, any consideration received, net
of any directly attributable incremental transaction costs and the related income tax effects, is included in equity attributable to
the Company’s holders.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the net present
value of the following lease payments:

payments of penalties for terminating the lease, if the lease term reflects the Company exercising that option. 

The Company leases various properties as need arises. Rental contracts are typically made for fixed periods of 1 - 2 years. 

Provision is made for the amount of any dividend declared, being appropriately authorised and no longer at the discretion of the
entity, on or before the end of the reporting period but not distributed at the end of the reporting period.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The lease
agreements do not impose any covenants other than the security interests in the leased assets that are held by the lessor. Leased
assets may not be used as security for borrowing purposes. 

fixed payments (including in-substance fixed payments), less any lease incentives receivable;
variable lease payment that are based on an index or a rate, initially measured using the index or rate as at the
commencement date;

amounts expected to be payable by the Company under residual value guarantees;
the exercise price of a purchase option if the Company is reasonably certain to exercise that option; and 

Lease payments to be made under reasonably certain extension options are also included in the measurement of the liability. 

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily determined, the
lessee’s incremental borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value to the right-of-use asset in a similar economic environment with similar terms,
security and conditions. 

Contracts may contain both lease and non-lease components. The Company allocates the consideration in the contract to the
lease and non-lease components based on their relative stand-alone prices. However, for leases of real estate for which the
Company is a lessee, it has elected not to separate lease and non-lease components and instead accounts for these as a single
lease component. 
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2 Summary of significant accounting policies (continued)

2.24 Leases (continued)

•

•

•

•
•
•
•

2.25 Comparatives

3 Critical accounting estimates and judgements

The preparation of Financial Statements requires the use of accounting estimates which, by definition, will seldom equal the actual
results. The Directors also needs to exercise judgement in applying the Company's accounting policies.

Under IAS 1, comparative information must be provided for all amounts reported in the Financial Statements, except when a
standard provides otherwise. IAS 1 further states that comparative information should also be provided for narrative and
descriptive information when it is relevant to an understanding of the current period’s Financial Statements.

Where necessary, comparative figures have been adjusted to conform to changes in presentation in the current period.

the amount of the initial measurement of lease liability 

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term on a straight-line basis. If
the Company is reasonably certain to exercise a purchase option, the right-of-use asset is depreciated over the underlying asset’s
useful life. While the Company revalues its land and buildings that are presented within property, plant and equipment, it has
chosen not to do so for the right-of-use buildings held by the Company. 

Payments associated with short-term leases of equipment and vehicles and all leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-value
assets comprise IT equipment and small items of office furniture. 

Extension and termination options may be included in leases as these are used to maximise operational flexibility in terms of
managing the assets used in the Company’s operations. The majority of extension and termination options held are exercisable
only by the Company and not by the respective lessor. 

any lease payments made at or before the commencement date less any lease incentives received 
any initial direct costs, and 
restoration costs. 

The Company is exposed to potential future increases in variable lease payments based on an index or rate, which are not included
in the lease liability until they take effect. When adjustments to lease payments based on an index or rate take effect, the lease
liability is reassessed and adjusted against the right-of-use asset. 

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit or loss over the lease period
so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period. 

Right-of-use assets are measured at cost comprising the following: 

To determine the incremental borrowing rate, the Company: 
where possible, uses recent third-party financing received by the individual lessee as a starting point, adjusted to reflect
changes in financing conditions since third party financing was received;

uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases held by the Company,
which does not have recent third-party financing; and 
makes adjustments specific to the lease, e.g. term, currency and security. 
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Notes to the Annual Financial Statements (continued)

3 Critical accounting estimates and judgements (continued)

i) Impairment of goodwill

ii) Income taxes

ii) Impairment provision of financial assets

Details about the Company’s impairment policies and the calculation of the loss allowance are provided in note 4(b).

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including experience
of future events that are believed to be reasonable under the circumstances.

The Directors make estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are addressed below:

The Company applies the IFRS 9 simplified approach to measuring the expected credit loss (ECL) which uses a lifetime expected
loss allowance for its trade receivable. The measurement of the ECL allowance for trade receivables, is an area that requires the
use of significant assumptions about future economic conditions and credit behaviour.

The expected loss rate determined for the trade receivable is based on the expected loss over time from delayed payments of the
customer. The expected loss rate takes into account both current and forward-looking information on macroeconomic factors
affecting the ability of the customer to settle the receivable. 

•   Choosing an appropriate model and assumptions for the measurement of the ECL; and
•   Establishing the number and relative weightings of forward looking scenarios.

Significant judgment is required in determining the provision for income tax expense. There are many transactions and calculations
for which the ultimate tax determination is uncertain during the ordinary course of business. Specifically, the Directors have
applied judgment in determining an appropriate approach of applying the Zambia Development Agency (ZDA) tax incentives in
computing current and deferred income taxes for the year.

Significant judgement is required in applying the requirements for measuring ECL, such as:
•   Determining criteria for significant increase in credit risk;

The Company recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different from the amounts that were initially recorded, such differences will have
an impact on the current income tax and deferred income tax provisions in the period in which such determination is made. The
nature and amounts estimated for the current income tax and deferred income tax are set out in notes 12 and 13 respectively.

The Company has recognised a deferred tax asset in relation to the carried forward tax loss of the Company. The Directors have
concluded that the deferred tax asset will be recoverable using the estimate future taxable income based on approved business
plans and budgets. 

The Company tests annually whether goodwill has suffered any impairment, in accordance with accounting policy stated in Note 2.
The recoverable amount of cash-generating units have been determined using the value in use model and the fair value less costs
to sell model. The assumptions used in the calculations are set out in note 18.
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4 Financial risk management

a) Market risk

i) Foreign exchange risk

ZAR USD EUR Total
At 31 December 2020

Financial assets/ (liabilities)
Cash and cash equivalents 12,505           16,082            14,757           43,344             
Other receivable 1,568             9                     -                  1,577               
Trade and other payable (464,042)       (383,851)        (28,223)          (876,116)         

Net monetary assets/ (liabilities) (449,969)       (367,760)        (13,466)          (831,195)         

At 31 December 2020

Financial assets/ (liabilities)
Cash and cash equivalents 33,961           42,280            6,482              82,723             
Other receivable 3,355             -   -   3,355               
Trade and other payable (554,096)       (46,497)          (35,831)          (636,424)         

Net monetary assets/ (liabilities) (516,780)       (4,217)             (29,349)          (550,346)         

The Company's exposure to foreign currency risk at the end of the reporting period, expressed in Zambian Kwacha is detailed in the
table below.

Exposure in 

The Company’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk and interest rate risk),
credit risk and liquidity risk. The Company’s risk management framework and governance structures are intended to provide
comprehensive controls and ongoing management of its major risks. The Board of Directors exercises oversight through delegation
from the Board to various sub-committees, notably the Audit Committee and the Executive Committee, which are organised in line
with risk management policies of AB InBev, the ultimate parent company. 

Financial risk management is carried out by the finance department and AB InBev under policies approved by the Board of
Directors. An overview of the key aspects of risk management and use of financial instruments is provided below.

The significant market risks to which the Company is exposed are foreign exchange risk and interest rate risk.

The Company is exposed to foreign exchange risk arising from various currency exposures, primarily with respect to the United
States Dollar (USD), South African Rand (ZAR) and Euro (EUR). Foreign exchange risk arises from recognised assets and liabilities.

The Company’s policy is to continuously monitor markets and purchase any foreign currency required at the spot rate.
Management’s policy to manage foreign exchange risk is to hold foreign currency bank accounts which act as a natural hedge for
transactions denominated in foreign currency. 
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4 Financial risk management (continued)

a) Market risk (continued)

i) Foreign exchange risk (continued)

ii) Cash flow and fair value Interest rate risk

iii) Commodity price risk

b) Credit risk

Credit risk arises from cash and cash equivalents and deposits with banks and financial institutions as well as credit exposures to
customers, including outstanding receivables and committed transactions. Credit risk is the risk that a counterparty will default on
its contractual obligations resulting in financial loss to the Company.

At 31 December 2020, if the Zambian Kwacha had weakened/strengthened by 13% (2019: 5%) against the United States Dollar
(USD) with all other variables held constant, the effect on post-tax profit for the year and shareholders' equity would have been
K47.8 million (2019: K0.2 million) higher/lower, mainly as a result of the USD denominated trade payables and bank balances.

At 31 December 2020, if the Zambian Kwacha had weakened/strengthened by 8% (2019: 5%) against the South African Rand (ZAR)
with all other variables held constant, the effect on post-tax profit for the year and shareholders' equity would have been K36.0
million (2019: K25.8 million) higher/lower, mainly as a result of the ZAR denominated trade payables, other receivables and bank
balances.

At 31 December 2020, if the Zambian Kwacha had weakened/strengthened by 10% (2019: 5%) against the South African Rand (ZAR)
with all other variables held constant, the effect on post-tax profit for the year and shareholders' equity would have been K1.3
million (2019: K1.5 million) higher/lower, mainly as a result of the ZAR denominated trade payables and bank balances.

The Company’s interest rate risk arises primarily from interest paid on floating rate borrowings. The floating rate borrowings expose
the Company to cash flow interest rate risk.

As at 31 December 2020, with other variables unchanged, a 2% (2019: 2%) decrease/increase in the base interest rate would have
resulted in an immaterial (2018: Immaterial) change in post-tax profit for the year and shareholders' equity.

The Company is not exposed to commodity price risk.
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4 Financial risk management (continued)

b) Credit risk (continued)

i)    Risk Management

ii)    Security

iii)    Impairment of financial assets

Trade receivables 

If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, senior management
assesses the credit quality of the customer, taking into account its financial position, past experience and other factors. Individual
risk limits are set based on internal or external ratings in accordance with limits set by the Board. The compliance with credit limits
by customers is regularly monitored by line management.

Credit risk is managed by management under policies approved by the Board. For banks and financial institutions, only reputable
well established institutions are accepted.

Sales to customers are required to be settled in cash or using major credit cards, mitigating credit risk. There are no significant
concentrations of credit risk, whether through exposure to individual customers, specific industry sectors and/or regions.

The Company has the following types of financial assets that are subject to the expected credit loss model:
•     Trade receivables; and
•     Other financial assets at amortised cost.

While cash and cash equivalents are also subject to the impairment requirements of IFRS 9 the identified impairment loss was
immaterial.

The expected loss rates are based on the payment profiles of sales over a period of 4 years before 31 December 2020 and the
corresponding historical credit losses experienced within this period. The historical loss rates are adjusted to reflect current and
forward-looking information on macroeconomic factors affecting the ability of the customers to settle their debt owed to the
Company. The Company has identified the GDP, inflation and the exchange rate of the country in which it sells its goods to be the
most relevant factors, and accordingly adjusts the historical loss rates based on expected changes in these factors.

The Company applies the IFRS 9 simplified approach to measuring expected credit loss which uses a lifetime expected loss
allowance for the trade receivables.

For some trade receivables the Company may obtain security in the form of guarantees or letters of credit which can be called upon
if the counterparty is in default under the terms of the agreement.

To measure the expected credit loss trade receivables are grouped based on shared credit risk characteristics and the days past due.
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4 Financial risk management (continued)

b) Credit risk (continued)

iii)    Impairment of financial assets (continued)

Trade receivables (continued)

Current

More than 
30 days 

past due
More than 60 
days past due

More than 90 
days past due

More than 
120 days past 

due Total

31 December 2020

Gross carrying amount 91,553         1,480         2,130             906                 11,150           107,219           
Expected loss rate 3.1% 38.7% 64.0% 82.3% 100.0%

Loss allowance 2,837            573            1,364             746                 11,150           16,670             

31 December 2019

Gross carrying amount 101,551 23,567 12,279 10,074 27,061 174,532           
Expected loss rate 0.20% 2.35% 43.43% 6.30% 47.85%

Loss allowance 200               554            5,333             635                 12,950           19,672             

2020 2019

Opening loss allowance at 1 January 19,672           17,870             
(Decrease) / increase in loss allowance recognised in profit or loss during the year (3,002)            1,802               

Closing loss allowance at 31 December 16,670           19,672             

The loss allowance recognised is categorised as follows:

Performing 5,520              6,722               
Non-performing 11,150           12,950             

16,670           19,672             

On that basis, the loss allowance as at 31 December 2020 and 31 December 2019 was determined as follows:

The loss allowances for trade receivables as at 31 December reconcile to the opening loss allowance as follows:

Trade receivables are written off where there is no reasonable expectation of recovery. Indicators that there is no reasonable
expectation of recovery include, amongst others, the failure of a debtor to engage in a repayment plan with the Company, and a
failure to make contractual payments for a period of greater than 120 days past due.
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4 Financial risk management (continued)

b) Credit risk (continued)

Other financial assets at amortised cost

2020 2019

Trade and other receivables 158,136         269,243           
Cash at bank 400,937         225,903           

559,073         495,146           

c) Liquidity risk 

 Less than 1 
year 1 - 2 years Total

As at 31 December 2020:
Borrowings 35,000            -                  35,000             
Trade and other payables (excl. statutory obligations) 1,498,470      -                  1,498,470       

1,533,470      -                  1,533,470       

As at 31 December 2019:
Borrowings 32,761            -                  32,761             
Trade and other payables (excl. statutory obligations) 1,228,007      -                  1,228,007       

1,260,768      -                  1,260,768       

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. Prudent liquidity risk
management includes maintaining sufficient cash balances, and the availability of funding from an adequate amount of committed
credit facilities. Due to the dynamic nature of the underlying businesses, the finance department maintains flexibility in funding by
maintaining availability under committed credit lines.

Management performs cash flow forecasting and monitors rolling forecasts of the Company’s liquidity requirements to ensure it
has sufficient cash to meet its operational needs while maintaining sufficient headroom on its undrawn committed borrowing
facilities at all times so that the Company does not breach borrowing limits or covenants (where applicable) on any of its borrowing
facilities.

The table below analyses the Company's financial liabilities into relevant maturity groupings based on the remaining period at the
end of the reporting period to the contractual maturity dates. The amounts disclosed in the table are the contractual undiscounted
cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is not significant.

Other financial assets at amortised cost include cash at bank and other receivables. These are considered to have low credit risk,
and the loss allowance recognised during the period was therefore limited to 12 months’ expected losses. Management considers
these instruments to be low credit risk where they have a low risk of default and the issuer has a strong capacity to meet its
contractual cash flow obligations in the near term. The expected credit loss on these assets are immaterial.

The Company's maximum exposure to credit risk at 31 December is presented in the table below:
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4 Financial risk management (continued)

c) Liquidity risk (continued)

Financing arrangements

The Company had access to the following undrawn borrowing facilities at the end of the reporting period:

2020 2019

Floating rate:
- Expiring within one year (bank overdrafts) 240,000         82,239             

d) Capital risk management

•

•

2020 2019

Total borrowings 35,000           32,761             
Less:  Cash and cash equivalents (401,007)        (225,942)         
Net debt (366,007)        (193,181)         

Total equity 991,052         1,039,714       

Total capital 625,045         846,533           

Gearing ratio 0.0% 0.0%

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders, return
capital to shareholders, issue new shares or sell assets to reduce debt. The Company monitors capital on the basis of the following
gearing ratio. This ratio is calculated as net debt divided by the total capital of the Company. Net debt is calculated as total
borrowings less cash and cash equivalents. Total capital is calculated as equity plus net debt.

During 2020, the Company’s strategy, which was unchanged from 2019, was to maintain a gearing ratio of less than 50%.

The Company's gearing ratios at 31 December were as follows:

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

The Company’s objectives when managing capital are to:

safeguard their ability to continue as a going concern, so that they can continue to provide returns for shareholders and
benefits for other stakeholders; and
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4 Financial risk management (continued)

e) Financial instruments by category

The Company held the following financial instruments as at 31 December.

2020 2019

Financial assets at amortised cost
Trade and other receivables (excluding pre-payments) 141,466         249,571           
Cash and cash equivalents 400,937         225,903           

542,403         475,474           

Financial liabilities at amortised cost
Borrowings 35,000           32,761             
Trade and other payables (excluding statutory obligations) 1,498,470      1,228,007       

1,533,470      1,260,768       

5 Segment reporting

The Executive Committee (the "Committee”) is the Company’s chief operating decision-maker. The Board of Directors have
determined the operating segments based on the information reviewed by the Executive Committee for the purposes of allocating
resources and assessing performance. The Board considers the activities of the Company to substantially fall within the same
product range and within the same geographic region (Zambia). The products are distributed to similar classes of customers using
similar distribution channels.

The Executive Committee assesses the performance of the Company based on EBITA. The Company does not incur any non-
recurring expenditure and therefore does not adjust EBITA.



Zambian Breweries Plc Annual Report 202057

Zambian Breweries Plc
Annual Report
For the year ended 31 December 2020

Annual Financial Statements
Amounts are presented in thousands of Zambian Kwacha unless otherwise stated

Notes to the Annual Financial Statements (continued)

2020 2019

5 Segment reporting (continued)

Alcoholic beverages
Revenue from external customers 2,305,425    2,092,589    
Fixed and variable expenses (2,278,427)   (1,734,401)   
EBITA 26,998          358,188        

Interest income 197               31,325          
Interest expense (15,974)        (30,108)        
Amortisation (2,736)           (2,523)           
Income tax expense (2,546)           (82,468)        

Profit after income tax 5,939            274,414        

Total assets 3,232,039    3,062,292    

Total liabilities 2,240,987    2,022,578    

6 Revenue from contracts with customers

Alcoholic beverages - locally produced 1,814,940    1,653,827    
Alcoholic beverages - imported 490,485        438,762        

2,305,425    2,092,589    

Recognition of revenue:
At a point in time 2,305,425    2,092,589    

7 Other income

Profit on disposal of property, plant and equipment 697               -                
Other sundry income -                26,876          

                697           26,876 

8 Other expenses

Loss on disposal of property, plant and equipment -                1,400            
Foreign exchange losses other than on borrowings, cash and cash equivalents 418,660        65,191          
Other sundry expenses 40,510          -                

        459,170           66,591 

The segment information provided to the Executive Committee for the reportable segment for the year ended 31 December is as
follows:
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2020 2019

9 Expenses by nature

Raw materials and consumables used         949,162         801,306 
Employee benefits         114,160         116,533 
Depreciation         204,638         212,611 
Amortisation              2,736              2,523 
Write off of property, plant and equipment              2,245              1,156 
Auditor’s remuneration              1,621              1,086 
(Decrease) / increase in inventory provision          (33,542)           10,000 
Transportation         112,356         100,055 
Repairs and maintenance           54,976           46,929 
Marketing           72,392           37,521 
Management fees           67,528           87,189 
Consulting services              1,126           45,367 
Royalties         129,639         117,426 
Warehouse breakages              9,602              8,402 
Bank charges              6,846              4,493 
Other expenses         131,567         126,521 

1,827,052    1,719,118    

10 Employee benefits

Salaries and wages         101,240         104,368 
Defined contribution schemes – NAPSA and Saturnia           12,920           12,165 

114,160        116,533        

11 Finance (costs) / income - net

Finance income:
Interest income 197                         31,325 

1,360            23,711          
1,557            55,036          

Finance costs:
Interest expense (15,974)                 (30,108)

(15,974)        (30,108)        

(14,417)        24,928          

Foreign exchange gains on borrowings, cash and cash equivalents

The following expenses have been charged in arriving at the profit before income tax:

The following are included within the employee benefits expense:

The amortisation expense is included as part of administrative expenses in the statement of profit or loss and other comprehensive
income.
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2020 2019

12 Income tax

Current income tax expense 30,804            72,449            
Deferred income tax (credit) / expense (24,669)           24,704            
Prior year over provision on current income tax (3,589)             -                  
Prior year over provision on deferred income tax -                  (14,685)           

Income tax expense 2,546              82,468            

Profit before income tax 8,485                        356,882 

               2,970           124,909 

Income subject to a lower tax rate            (27,666)            (42,930)
Expenses not deductible for tax purposes              30,831              15,174 
Prior year over provision on current income tax              (3,589)                       -   
Prior year over provision on deferred income tax                       -              (14,685)

Income tax expense                2,546              82,468 

Current income tax movement in the statement of financial position:

At start of year - (asset) / liability            (10,542)              27,998 
Current income tax expense              30,804              72,449 
Prior year over provision on current income tax              (3,589)                       -   
Payments during the year            (95,825)          (110,989)

At end of year - asset            (79,152)            (10,542)

Tax losses

Accounting date Tax loss Cumulative

31 December 2019 24,524         24,524                           31 December 2024
31 December 2020 129,026       153,550                         31 December 2025

The income tax expense on the Company’s profit before income tax differs from the theoretical amount that would arise using the
statutory income tax rate as follows:

Tax calculated at the statutory income tax rate of 35% (2019: 35%)

Tax effect of:

Tax losses are available for carrying forward for a maximum period of five years. The Company has tax losses as below:

Expiry date
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2020 2019

13 Deferred income tax

At start of the year 635,648          625,629          
(Credit) / charge for the year (24,669)           24,704            
Prior year over provision -                  (14,685)           

At end of the year 610,979          635,648          

At start of 
year

(Credit) / 
charge to P/L At end of year

Year ended 31 December 2020

Deferred income tax liabilities
Property, plant and equipment 345,056       227,497          572,553          

345,056       227,497          572,553          

Deferred income tax assets
Tax Loss -                (53,743)           (53,743)           
Other deductible temporary differences (16,945)        (67,959)           (84,904)           

(16,945)        (121,702)        (138,647)        

Net deferred income tax liability 328,111       105,795          433,906          

Provision against ZDA incentive benefit 307,537       (130,464)        177,073          

Deferred income tax liability recognised 635,648       (24,669)           610,979          

Year ended 31 December 2019

Deferred income tax liabilities
Property, plant and equipment 396,518       (51,462)           345,056          

396,518       (51,462)           345,056          
Deferred income tax assets

Other deductible temporary differences (10,505)        (6,440)             (16,945)           
(10,505)        (6,440)             (16,945)           

Net deferred income tax liability 386,013       (57,902)           328,111          

Provision against ZDA incentive benefit 239,616       67,921            307,537          

Deferred income tax liability recognised 625,629       10,019            635,648          

Deferred income tax assets/liabilities and deferred income tax charge/credit to profit or loss is attributable to the following items:
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2020 2019

13 Deferred income tax (continued)

Net deferred income tax (asset) / liability expected to be recovered within 12 months (45,277)           18,389            

14 Earnings per share

Profit attributable to equity holders of the Company                5,939           274,414 

Weighted average number of ordinary shares in issue (millions)                   546                   546 

Basic and diluted earnings per share (in Kwacha)                  0.01                  0.50 

15 Share capital and share premium

Number of 
shares

(millions)
Ordinary 

shares
Share 

premium

546               5,460              450,207          

16 Dividends per share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the weighted average 
number of ordinary shares outstanding during the year.

At the Annual General Meeting held on 26 March 2020, the Directors proposed the payment of a dividend of K0.1 per share
amounting to K54.6 million in respect of the year ended 31 December 2019. The payment of the dividend was approved and thus
was payable during the year ended 31 December 2020.

On 27 December 2018 the Board approved a special dividend of K3.68 per share amounting to K2,009 million. This dividend was
paid during the year ended 31 December 2019.

Payment of dividends is subject to withholding tax at rates varying between 0% and 15% depending on the residence status of the
shareholders. Dividends declared by a company listed on the Lusaka Stock Exchange and payable to an individual are exempt from
withholding tax.

There were no potentially dilutive shares outstanding at 31 December 2020 or 31 December 2019. Diluted earnings per share are
therefore the same as basic earnings per share.

Balance as at 1 January 2019, 31 December 2019 and 
31 December 2020

The authorised share capital of the Company remained unchanged at 600,000,000 ordinary shares of K0.01 each. The issued and
fully paid-up share capital remained at 546,000,000 ordinary shares of K0.01 each.

The holder of the Company's ordinary shares are entitled to particapte in divdiends and share in the proceeds of winding up the
Company in proportion to the number of and amounts paid on shares held. On a show of hands every holder of ordinary shares
present at a meeting, in person or by proxy, is entitled to one vote, and on a poll each share is entitled to one vote.



Zambian Breweries Plc Annual Report 2020 62

Zambian Breweries Plc
Annual Report
For the year ended 31 December 2020

Annual Financial Statements
Amounts are presented in thousands of Zambian Kwacha unless otherwise stated

Notes to the Annual Financial Statements (continued)

17 Property, plant and equipment

Buildings
Motor 

vehicles
Plant, containers, 

furniture and fittings
Capital work 

in progress Total

At 1 January 2019
Cost 305,848          89,846            1,895,109                      259,571          2,550,374        
Accumulated depreciation (21,897)           (67,078)           (763,226)                        -                   (852,201)         

Net book value 283,951          22,768            1,131,883                      259,571          1,698,173        

Year ended 31 December 2019
Opening net book value 283,951          22,768            1,131,883                      259,571          1,698,173        
Additions -                   -                   140,860                          434,866          575,726           
Transfers 90,473            6,282               224,097                          (320,852)         -                    
Disposals -                   -                   (886)                                -                   (886)                 
Write off -                   -                   (1,156)                             -                   (1,156)              
Depreciation charge (11,050)           (9,091)             (192,470)                        -                   (212,611)         

Closing net book value 363,374          19,959            1,302,328                      373,585          2,059,246        

At 31 December 2019
Cost 396,321          96,128            2,255,442                      373,585          3,121,476        
Accumulated depreciation (32,947)           (76,169)           (953,114)                        -                   (1,062,230)      

Net book amount 363,374          19,959            1,302,328                      373,585          2,059,246        

Year ended 31 December 2020
Opening net book value 363,374          19,959            1,302,328                      373,585          2,059,246        
Additions -                   -                   106,096                          191,396          297,492           

Transfers 70,082            21,104            263,264                          (354,450)         -                    

Write off (103)                 (123)                 (2,019)                             -                   (2,245)              
Depreciation charge (11,435)           (10,052)           (183,151)                        -                   (204,638)         

Closing net book value 421,918          30,888            1,486,518                      210,531          2,149,855        

At 31 December 2020
Cost 466,281          109,122          2,262,500                      210,531          3,048,434        
Accumulated depreciation (44,363)           (78,234)           (775,982)                        -                   (898,579)         

Net book value 421,918          30,888            1,486,518                      210,531          2,149,855        

The register showing the details of property and equipment, as required by Section 30 of the Companies Act, 2017 of Zambia is
available during business hours at the registered office of the Company.

Assets classified as capital work in progress largely relate to the costs incurred for the ongoing building expansion projects at the
Company's locations and trade equipment which need to be branded prior to being used.
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18 Intangible assets

Goodwill
Software 

licences Total

At 1 January 2019
Cost 17,061          15,989            33,050            
Accumulated amortisation -                (11,373)           (11,373)           

Net book value 17,061          4,616              21,677            

Year ended 31 December 2019
Opening net book value 17,061          4,616              21,677            
Additions -                5,447              5,447              
Amortisation charge -                (2,523)             (2,523)             

Closing net book value 17,061          7,540              24,601            

At 31 December 2019
Cost 17,061          21,436            38,497            
Accumulated depreciation -                (13,896)           (13,896)           

Net book amount 17,061          7,540              24,601            

Year ended 31 December 2020
Opening net book value 17,061          7,540              24,601            
Additions -                951                 951                 
Amortisation charge -                (2,736)             (2,736)             

Closing net book value 17,061          5,755              22,816            

At 31 December 2020
Cost 17,061          22,387            39,448            
Accumulated depreciation -                (16,632)           (16,632)           

Net book value 17,061          5,755              22,816            

The amortisation charge of software licenses is recorded within administrative expenses. 
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2020 2019

18 Intangible assets (continued)

i)    Goodwill

2020 2019

Alcoholic beverages 17,061            17,061            

Alcoholic business segment

Growth rate 12.0% 13.4%
Discount rate 27.9% 20.3%

i)    Computer software

Goodwill is allocated to the Company’s cash-generating units (CGUs) identified according to operating segment. The Directors
monitor the business on the basis of the operating segments and have thus allocated the goodwill on that basis. The allocation of
the goodwill is as follows:

The recoverable amount is determined as the higher of value in use and the fair value less costs to sell. In the current period, the 
Directors applied the value in use model in assessing goodwill for impairment of the CGU. 

The value in use calculations use expected cash flow projections based on financial budgets approved by the Directors covering a
three-year period. Cash flows beyond the three-year period are extrapolated using the estimated growth rates stated below. The
growth rates do not exceed the long-term average growth rates for the respective business in which the CGU operates.

The key assumptions used for value-in-use calculations are as follows:

The growth rate is based on past performance and management’s expectations of market development. The discount rates used
reflect specific risks relating to the segment.

The recoverable amount exceeded the carrying value in the current period, hence no impairment loss was recognised for the
year ended 31 December 2020 (2019: Nil). 

As at 31 December 2020, with other variables unchanged, a 4% (2019: 2%) change in the discount rate factor or a 2% (2019: 1%)
change in the growth rate, would not have resulted in an impairment loss on the value of the goodwill (2019: No impairment
loss).

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to use the specific
software. These costs are amortised over their estimated useful lives of four years.
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2020 2019

19 Inventories

Raw materials 271,151          198,925          
Work in progress 1,785              67,358            
Finished goods 28,093            94,512            
General stores and consumables 125,611          125,872          

426,640          486,667          

At start of the year 38,000            28,000            
Additions -                  10,000            
Released (33,542)           -                  

At end of the year 4,458              38,000            

20 Trade and other receivables

Trade receivables 107,219          174,532          
Loss allowance (16,670)           (19,672)           

90,549            154,860          
Amounts due from related parties -                  3,355              
Prepayments 9,008              5,723              
Other receivables 50,917            91,356            

150,474          255,294          

The creation and release of provision for impaired receivables are separately presented in the statement of profit or loss and
other comprehensive income. Refer to note 4(b) for additional details.

The carrying amount of trade and other receivables is considered to approximate their fair values due to their short-term nature.

The cost of inventories recognised as an expense and included within cost of sales amounted to K949 million (2019: K801
million). 

At 31 December 2020, the provision made for obsolete inventory amounted to K4.5 million (2019: K38 million). The movement in
the provision during the year was as follows:
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2020 2019

21 Cash and cash equivalents

Cash on hand 70                    39                    
Cash at bank 400,937          225,903          

401,007          225,942          

For the purposes of the statement of cash flows, cash and cash equivalents comprise:

Cash at bank and on hand 401,007          225,942          
Bank overdrafts -                  (32,761)           

401,007          193,181          

22 Borrowings

Current
Bank overdrafts -                  32,761            
Stanbic - revolving credit 35,000            -                  

35,000            32,761            

Net debt reconciliation:

At start of the year 32,761            115                 
Additions 35,000            -                  
Movement in bank overdrafts (32,761)           32,646            

At end of the year 35,000            32,761            
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2020 2019

22 Borrowings (continued)

23 Trade and other payables

Trade payables 358,499          154,966          
Amounts due to related parties 845,687          862,754          
Accrued expenses 58,109            86,386            
Dividend payable 54,887            10,019            
Statutory obligations 96,538            126,162          
Other payables 181,288          113,882          

1,595,008      1,354,169      

The carrying amount of the trade and other payables approximate to their fair values.

Bank overdrafts
The bank overdraft facilities are held with four different banks namely, Stanbic Bank Zambia Limited, Citi Bank Zambia Limited,
Absa Bank Plc and Standard Chartered Bank (Z) Limited. At 31 December 2020, the Company had utilised the facilities with
Stanbic Bank Zambia Limited and Standard Chartered Bank (Z) Limited.

Stanbic - revolving credit
During the year, the Company entered into an agreement with Stanbic Bank Zambia Limited wherein, the Company obtained a
K35 million revolving credit facility (the "Facility"). The Company had drawn down on the facility on 17 August 2020 and it has a
tenure of 1.5 years. Facility is unsecured and interest is charged at a rate determined by the prevailing Bank of Zambia Policy Rate
plus a margin of 3.5%. At 31 December 2020, the average effective interest rate on the facility was 13.6%.

The bank overdraft facilities from various banks are all unsecured. Interest on the bank overdrafts are payable at the prevailing
Bank of Zambia (BoZ) Monetary Policy Rate plus a liquidity premium and a margin ranging from 1.00% to 6.5%. The bank
overdrafts expiring within a year are annual facilities subject to renewal at various dates during 2020. The interest rate during the
period averaged 14.03% (2019: 19.49%). Due to the short-term nature of the borrowings, the contractual rate approximates the
effective interest rate.

There were no facilities in default during the period. The carrying amount of the current borrowings approximates to the fair
value. All borrowings are denominated in Kwacha.
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2020 2019

24 Cash generated from operations

Profit before income tax 8,485               356,882          
Adjustments:

Interest income (197)                 (31,325)           
Interest expense 15,974            30,108            
Depreciation 204,638          212,611          
Amortisation of intangible asset 2,736               2,523               
Profit on sale of property, plant and equipment (697)                 -                   
Loss on sale of property, plant and equipment -                   1,400               
Write off of property, plant and equipment 2,245               1,156               
Foreign exchange differences (55,961)           (21,909)           

Changes in working capital:
Inventories 60,027            67,676            
Trade and other receivables 104,820          4,776               
Trade and other payables 250,572          (149,406)         

Cash generated from operations 592,642          474,492          

25 Related party transactions

i) Purchase of goods and services

Parent:
AB InBev Management Limited 71,501       87,189       
South African Breweries (Pty) Limited 273,874          234,094     
AB InBev International Brands Ltd 129,639          117,426          
Anheuser Busch InBev Namibia 6,379               -                   
Kgalagadi Breweries Plc 456                  912             
Tanzania Breweries Plc 927                  -              
Cervejas De Mocambique 1,280               -              
Mubex 411,605          641,096     

895,661          1,080,717       

ii) Sale of goods and services

Parent:
AB InBev Africa Holdings Limited -                   3,355          

The Company’s immediate parent is AB InBev Africa BV, incorporated in Netherlands . The Company's ultimate parent and
controlling party is AB InBev Plc, incorporated in Belgium. There are other companies that are related to Zambian Breweries Plc
through common shareholdings or common directorships.

The following were the transactions carried out and balances held with related parties:
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2020 2019

25 Related party transactions (continued)

iii) Directors' remuneration

Non-executive Directors fees 497                  629                  
Salaries and short-term emoluments 3,545               3,312               
Other emoluments -                   139                  
Retirement benefit cost 69                    81                    

Remuneration and other short-term benefits 4,111               4,161               

iv) Key management compensation

Salaries and short-term emoluments 13,695            12,237            
Other emoluments -                   7,607               
Retirement benefit cost 332                  466                  

Salaries and other short-term employment benefits 14,027            20,310            

Key management personnel comprise of the following:

• Country Director • Technical Director
• Country Lead People • Head of Solutions
• Corporate Affairs Director • Head of Procurement
• Country Lead Finance • Head of Logistics and Planning
• Head of Marketing

v) Amounts due to related parties

Fellow subsidiaries:
AB InBev Africa (Pty) Ltd 180,968          82,232       
South African Breweries (Pty) Ltd 226,951          175,760     
Sabmark International- a division of SABMiller International BV -                   214,151          
AB InBev Management Limited 121,064          71,443            
AB InBev International Brands Ltd 168,642          -
Tanzania Breweries Plc 1,016               -              
Anheuser Busch InBev Namibia 1,390               -              
Kgalagadi Beverages 463                  -              
Mubex 122,861          158,311     
Cervejas De Mocambique 22,332            -              
Heinrich Syndicate Limited -                   160,857          

845,687          862,754          
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2020 2019

25 Related party transactions (continued)

vi) Amounts due from related parties

Parent:
AB InBev Africa Holdings Limited -                   3,355               

vii) Account receivable

Common directorships:
Manja Pamodzi Foundation Limited 2,095               -                   

26 Contingent liabilities

27 Commitments

i) Capital commitments

Property, plant and equipment                       -                55,208 

ii) Operating commitments

Raw materials              26,036              80,943 

28 Significant events during the year 

29 Events after reporting period

There were no significant subsequent events after the reporting period.

Zambian Breweries Plc had several pending legal proceedings as at 31 December 2020. The Directors having obtained appropriate
legal advice and are of the opinion that there will be no material losses arising from the pending legal proceedings. The value of
potential claims against the Company which would likely result in an unfavourable outcome as at 31 December 2020 is K10 million
(2019: K60 million).

The Corona Virus Disease 2019 (COVID-19) pandemic continues to have a continuing effect across the world with different
countries responding in different ways. The Company continues to monitor the operating effectiveness of its safety protocols, the
development of the pandemic and the measures being taken by varying stakeholders. Overall, the Company continues to abide by
and follow the public health guidelines issued by the Government of Zambia. 

The outbreak and efforts to contain it continue to have an impact on the Zambian economy. It is possible that there will be a
negative impact on the Company's financial performance which could have a material effect on the cash flows, earnings, results of
operations and financial position.

On 28 August 2020, the Company entered into a two year facility agreement with its related party, Manja Pamodzi Foundation
Limited (MPFL) at which, the Company made available to MPFL a revolver facility of K2.5 million. The facility is due to be repaid by
28 August 2022. 
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Name of shareholder % Number of shares

1.  AB INBEV AFRICA BV  86.44 

2.  4.06 

4.  0.78 

 0.76 

6.  0.42 

7.

8. 1,664,102

9. 1,664,102

10.  0.24 

Total selected

Not selected  2.87 

  

Issued shares 100.00

Number of Shareholders % Number of Shares

 17.90 

 888  67.94  1,196,022 

 79  6.04 

 66 

 21  1.61 

 19 

 100.00 
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