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Global
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Copper




Primary copper demand scenarios versus mine supply potential
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Regional performance: Africa

Zambia and DRC Cu Production: 2010 to 2019




“There are probably only 5
exploration drill rigs actually
drilling on exploration projects
at any one time in Zambia right
now. In the DRC, there are likely
to be 10 times that number at
work” (AZMEC November 2018)



Exploration is key to future production

Ten years ago, the annual expenditure on mineral Mining exploration budgets in Africa in 2019, by leading country

(in million U.S dollars)
exploration in Zambia was in the region of US$ 100 million.
200

In 2019 this was estimated to have dropped to US$ 33m,
compared to DRC estimates of US$ 174m. 150

100
Exploration is a high-risk activity:

50

* 0.3% of targets explored are payable deposits

* Only 50-70% of these are developed into mines d

Source: Statista 2021
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What does investment
translate into?

The economic impact of mining investment

Sentinel mine

$2.1 billion investment = $233 million in taxes and royalties paid in 2019

=+

$412 million in goods and services procured from Zambian companies

265 000 tonnes ufet]ulpment $200 million 600 km

'ﬂ..

14 500 massive truckloads Kalumbila  Power lines




Current fiscal
regime




Government Take among International Comparators and Zambia
Low cost mine

Zambia: Current (infroduced 2019) 62%

DRC: Mining Code 2018 56%
incremental rates
Brazil: Federal Regime 48%

54%

Peru: Post-2011 46%
Chile: Treaty Country 1%
Botswana: Khoemacau mine 41%
South Africa: General Regime 40%
China: Federal Regime 2020 37%
Indonesia: Mining Law (since 2020) 36%
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Average effective tax rate including state participation (Source: IMF, simplified)

80%

| ¢

/ um.f‘liu

Chamber of Mines



Government Take among International Comparators and Zambia
High cost mine

Zambia: Current (introduced 2019)
DRC: Mining Code 2018
Zambia: Option 2: deductible royalty;
incremental rates
Brazil: Federal Regime 64%
Indonesia: Mining Law (since 2020) 60%
Peru: Post-2011 55%
Botswana: Khoemacau mine 54%
Chile: Treaty Country 52%
South Africa: General Regime 51%

China: Federal Regime 2020 49%

0% 25% o0%

Average effective tax rate including state participation (Source: IMF, simplified)
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Zambia Chamber of Mines Members Copper Production Forecast
2022-2030
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The Desired
position




a. Be competitive with other mining
investment destinations — Royalty regime is
currently out of step

b. Restore VAT refunds cycle, and agree
arrears settlement program
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Competitiveness of
Zambia’s Mining Tax Regime

¢ The competitiveness of the Zambian Mining tax regime is key to attract investment as capital

is mobile and investors are considering investment opportunities across a range of countries.

¢ The recent IMF review of the Zambian Mining Tax policy noted that Zambia has the highest
effective tax rate and the highest break even price when compared to other top copper

producing countries.
“‘ K - - - - .
* Key recommended changes to improve competitiveness include:

1. Apply Mineral Royalty tax rates to incremental values (i.e. sliding scale rather than the

current stepped scale)
2. Re-introduce the deducibility of the mineral royalty for corporate income tax purposes
3. Payment of historic VAT refunds

4. Removal of export duties on gold, gemstones and copper concentrate.




“We in the mining sector have never shied away from
the reality of cost-reflective tariffs. We are business
people, and costs are something we deal with every
single day...We are committed to tariffs that reflect

the cost of providing electricity in an efficient,
transparent and internationally competitive manner.”

(Nathan Chishimba, President of the Zambia Chamber
of Mines, 2017)
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Employment Code Act - increases employment costs
by as much as 40%

“The importance of skilled immigration reform cannot
be underestimated, and is an essential building block

for the sustained global competitiveness of any
economy.” (World Bank)
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* Reducing tariffs lowers the cost of investment and
trade

* Local Content: Development of local manufacturing
capacity to support local content objectives — can
the mining industry be a flywheel for economic
diversification?
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Local Content: Development of local manufacturing capacity

Government channels for availing matching local capital

Citizens Economic Empowerment
Commission 0

th e d t i ZAMBI
EXPORT
Department: ‘ edf R
Trade and |ndustfy Business Beyond Borders
F RICA ZAMBIA CREDIT GUARANTEE
REPUBLIC OF SOUTH AFRICA. wauoeuamnis erecr JJ  ZANEIA CREDIT
j E Tdag's WSMWE s. Growing Fandia!
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Finally - investors need to have
confidence in the security of the assets
they are investing in.

1. Security of tenure from appropriations, shut-downs
and seizures of assets and licences

2. Security of Mine sites from invasion




Growsq Can

We Delives




