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FOREWORD 

 

State Enterprises and Parastatals (SEPs) are key players in the provision of public goods 

and services such as among others energy, power, water, health and transport, which are 

critical to economic growth and development. In this context, efficient and effective 

operation of these entities is essential to enable them to adequately support other social 

and economic players in various sectors of the economy. In acknowledging this important 

role of SEPs, Government has deliberately adopted policies advocating for SEPs reforms 

with a view of maximizing their contribution to the economy. It is important to note that 

the Government has recently adopted the Zimbabwe Corporate Governance and 

Remuneration Framework to improve the governance of SEPs. However, over the past 

years, SEPs reforms have been implemented in a slow manner which negatively impacted 

to inadequate provision of goods and services.  

In cognisant of the above, the Government has reaffirmed its commitment to SEPs 

reforms through the Zim Asset. As a matter of fact, Zim Asset identifies SEPs as key 

drivers for the socio-economic transformation agenda hence the indispensability of the 

reforms programme aimed at strengthening and capacitating the same. In pursuance of 

the reforms programme, in particular the restructuring of SEPs, the Ministry of Finance 

and Economic Development through the State Enterprises Restructuring Agency (SERA) 

shall play a crucial role in the implementation process by providing technical advice as 

well as co-coordinating the programme. In this regard, SERA has developed this 

Restructuring Procedures Manual for State Enterprises and Parastatals as working 

document to guide its officials and other various stakeholders such as line Ministries and 

SEPs among others, involved in the implementation of restructuring programme. The 

Manual is therefore an integral mechanism in the restructuring process that is intended to 

ensure that a well coordinated restructuring approach is implemented hinged upon 

principles of transparency, professionalism and accountability. Equally important, this 
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Manual also addresses some structural and institutional weaknesses that have contributed 

to the slow pace of SEPs restructuring over the years.  

It is therefore my sincere hope that this Manual will be adhered to by those involved in 

the implementation of SEPs restructuring.  

 

 

EDGAR NYONI       

EXECUTIVE DIRECTOR 

STATE ENTERPRISES RESTRUCTURING AGENCY 

 

September, 2014 
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CAUTION REGARDING USE OF THE RESTRUCTURING PROCEDURES 

MANUAL 

 

The role of this Restructuring Procedures Manual is to guide implementation of the 

commercialisation, privatisation and other restructuring strategies on SEPs by the 

Government of Zimbabwe. 

 

It is intended to be a working Manual for the: 

 

 State Enterprises Restructuring Agency (SERA); 

 Management of SEPs that have been identified for commercialisation, 

privatisation or restructuring in some other way(s); 

 Ministers and senior officers of line Ministries who might become involved in the 

SEPs reform process when SEPs under their responsibility are identified for 

commercialisation, privatisation or restructuring in some way; 

 Technical advisers engaged for any of these transactions such as corporate finance 

advisers, lawyers, accountants, management consultants, public relations 

consultants, merchant and investment bankers etc;  

 Any persons or companies who act as advisers to SEPs, for whom an 

understanding of the commercialisation, privatisation or restructuring process in 

Zimbabwe could be beneficial to their clients; 

 Potential investors (both local and foreign) in SEPs to be privatised or 

restructured.  

 

The manual sets out many, but by no means all, of the procedures associated with the 

SEPs reform processes. To ensure its relevance to the changing political, economic and 

social environment, SERA will continuously revise and update the manual as necessary 

as the programme to turn around SEPs progresses. 

 

Finally, it is emphasised that this manual is subordinate to all legislation and 

regulation that may be quoted or summarised in it. All references in this manual are 

included simply to indicate that the substantial issues are covered in the original 

law, rules or regulations and that the original acts and other documents should be 

referred to.  
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GLOSSARY 

The Act 

The Companies Act [Chapter 24:03] as amended, or any law which may replace it in part 

or wholly 

 

Admission or Admission to Listing  

Admission of securities to Listing on the Zimbabwe Stock Exchange and “admitted” shall 

be construed accordingly. 

 

Arbitrage 

The simultaneous purchase in one market and sale in another of a security or commodity 

in the hope of making a profit on the price differences between the two markets. 

 

Beauty parade 

The process of requiring competing Bidders for advisory assignments or for acquisition 

of shares/assets in a company being privatised to attend an interview panel to help to 

decide the winner, following completion of the technical (and usually the financial) 

evaluation of their Bids. In view of its high cost to the Bidding firms a “beauty parade” 

should only be used where two or more firms are very closely ranked, and where it is 

absolutely essential to meet the key personnel in order to finally decide the winner.  

 

Best-business-plan methodology (BPP) 

An approach of  attracting and assessing proposals from potential investors for SEPs to 

be privatised, where the PE may have negative net worth due to a heavy accumulation of 

debt on its balance sheet, and a history of losses. Thus making it otherwise impossible to 

privatise and a continuing drain of public funds. The BBP approach to privatisation 

proposals assessment was developed in the mid-1990s in transitional economies and has 

been successfully used in some of them.  

 

Cash company or cash shell 

A listed company with the assets which consist wholly or mostly of cash, because it has 

disposed of all or a substantial part of its business, or otherwise ceased to have a business 

of sufficient substance to support its market capitalisation.   

 

Closed-end fund  

A company with the sole object to invest its capital in a wide range of securities. It issues 

shares and uses its capital to buy shares and other securities in other companies. Its shares 

may be traded as with other equities on the stock exchange, with a spread between Bid 

and offer prices. Also called an investment trust in some countries. (For contrast see also 

Open-end fund below.) 
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Core and non-core activities  

Also known as strategic business unit (SBU) and non-strategic business units (non-

SBUs).   

  

Deep discount  

A substantial discount to face value, such as the value of a security, the face value of debt 

(held on a public PE’s balance sheet, at the time of its securitisation and disposal) or the 

“book value” of obsolete and slow moving inventory (stocks) sold to release the cash tied 

up in them. The opposite of a “high premium”.  

 

Et seq.  

“And the following”. 

 

Finance lease  

A lease under which the lessor transfers to the lessee substantially the entire risks and 

rewards incident to ownership of an asset. Title may or may not eventually be transferred. 

In a finance lease, the lease rentals payable during the non-cancellable lease term are 

normally sufficient to enable the lessor to recover the capital cost of the asset (including 

associated expenses) and additionally, to provide a return on funds invested. 

(International Accounting Standard 17). 

 

Golden share  

A special share in a company retained by a government following privatisation of that 

company and to which are attached special rights. The special rights may be exercised to 

prevent the company taking some action that was judged by the government before 

privatisation not to be in the public interest.  

 

IAS  

International Accounting Standards, issued by the International Accounting Standards 

Committee. Zimbabwe accounting standards comply with IAS.  

 

CCPD  

Cabinet Committee on Parastatals Development. 

 

Inter-alia  

“Among other things”. 

      

Introduction  

A method of bringing securities to listing not involving an issue of new securities or any  

marketing of existing securities because the spread of shareholders already complies with 

the conditions for Listing.  
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Junk bonds  

High coupon company debt instruments (US), rated below investment grade by the two 

US rating agencies, Standard and Poor’s and Moody’s. These may be debentures or 

securitised fixed deposits, giving a yield of 200 to 250 basis points or more above the 

yield on US Treasury bonds. 

 

Line Ministry 

Ministry responsible for a State Enterprise or Parastatal. 

 

Management & Employee Buy-outs  

MEBOs. Variants include MBOs – Management Buy-outs, MBI’s - Management Buy-

ins, BIMBOs – Buy-in Management Buy-outs. See Annex C.4. 

 

Merx  

Subject matter of a sale, the “thing” sold.  

 

Mezzanine finance  

A high risk layer of finance between true debt and equity, which enables the total finance 

to be raised for a deal. Its exact nature may be more like debt or it may have equity 

characteristics. At one end will be subordinated debt carrying a high rate of interest, 

possibly one third more than senior debt, towards the other extreme it will be 

subordinated and carry no interest but have equity warrants attached. In between those 

extremes will be a mid-level rate of interest with an equity kicker attached. There is no 

standard form, mezzanine finance results from creative “financial engineering” in 

response to specific needs of the individual case. 

 

Mutatis mutandis  

“With the necessary changes in points of detail”, meaning that matters or things are 

generally the same, but to be altered when necessary, as to names, offices etc.  

 

Object   

The SEPs or assets for divestiture by appropriate means including privatisation, 

liquidation, etc.  

 

Offer for Sale 

An invitation to the public by or on behalf of a third party, to purchase securities of the 

issuer already in issue or to be issued and may be in the form of an invitation to tender at 

or above a Stated price. An offer for sale must be made by way of renounceable offer to 

the shareholders of the listed company, which must give the Committee of the Zimbabwe 

Stock Exchange an undertaking that it will not dispose of those securities while the offer 

is open. 
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Offer for Subscription  

An invitation to the public by or on behalf of an issuer to subscribe for securities of the 

issuer not yet in issue or allotted, and may be in the form of an invitation to tender at or 

above a stated price.  

 

Open-end fund  

A publicly held investment fund with a diversified portfolio of investments, which can 

sell more and more units and thus become larger. Its units are composites representing a 

proportion of the whole portfolio of the fund. Units are sold at prices fixed from time to 

time and bought back by the fund at prices announced by it, with a spread between the 

Bid and offer prices. Open-end funds are also known as “unit trusts” in some countries. 

National Indigenisation and Economic Empowerment Board (NIEEB) is an open-end 

fund. (For contrast see also Closed-end fund above).  

 

Operating lease  

An operating lease is any lease other than a finance lease. Thus in an operating lease 

substantially all the risks and rewards incident to ownership are not transferred to by the 

lessor to the lessee.  

 

Placing  

Marketing of securities already held in issue but not listed, or not yet in issue, to specified 

persons or to clients of the sponsoring broker, or to any other party assisting in the 

placing, which does not involve an offer to the public or to existing holders of the 

applicant's securities generally, and which takes place immediately before the applicant is 

listed. 

 

State Enterprise   

An entity owned and directed by the Zimbabwe Government, normally run under the 

company’s and/or enabling Act specific to that entity. 

 

Parastatal  

An entity owned by Government and operating under a specific enabling act for that 

entity. 

 

PPPs  

Public Private Partnerships in Infrastructure which the following concession: 

 Build Own and Transfer (BOT)  

 Build Own Operate and Transfer (BOOT). 

 Build Own Operate Sell and Transfer (BOOST). 

 Rehabilitate Operate and Transfer (ROT). 

 Build Lease Transfer (BLT). 

 Build Operate Lease Transfer (BOLT). 
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 Develop Own Transfer (DOT). 

 

Securitisation  

The conversion of tradable securities of various types of asset such as debt, mortgages, 

options, futures contracts and titles to other forms of tangible and intangible assets for 

which there may be a market, or for which one may be developed. 

 

Senior and Junior Debt  

This refers to the ranking of the debt in the event of a winding up of the company. Debt 

secured on specific assets being probably the most senior form. Totally unsecured debt 

being junior, with all forms of debt ranking somewhere in the middle. 

 

Soft restructuring  

Restructuring of a SEP in preparation for its privatisation, which does not involve any (or 

at least negligible) new investment in it. The objective is to make the SEP more attractive 

to potential investors. It will involve restructuring the balance sheet, action to reduce debt 

(if any) and could involve disposal of surplus labour, fixed and current assets. It is also 

known as “financial restructuring” although the restructuring may not necessarily be 

limited to finance. (See Section C Part II, item II (1)) 

 

Strike Price  

Under an offer for tenders for shares, which is a variation of an offer for sale of shares, 

potential investors are invited to specify the number of shares that they are prepared to 

buy at a specified price, at or above the issuer’s stated minimum price. The issuer will set 

a price, the “strike price” at which the whole issue can be sold at the highest price. Those 

who have tendered at or above the strike price will receive the number of shares for 

which they have tendered, at the strike price, unless the issue is over-subscribed in which 

case there will be a scaling down.  Bidders whose offers were below the strike price will 

receive nothing. [Also “strike price” = “exercise price” in the case of options.]   
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EXECUTIVE SUMMARY 

 

1. INTRODUCTION 

 

This Restructuring Procedures Manual is intended to act as a practical guide to 

SERA or any other mandated institution, organisation or individual on steps 

involved in the implementation of the commercialisation, privatisation and other 

restructuring strategies on. 

 

SEPs and Line Ministries are expected to adhere, as applicable, to the procedures 

detailed in this Restructuring Procedures Manual for State Enterprises and 

Parastatals in their SEP restructuring endeavours. This will ensue that the 

restructuring programme is implemented in a transparent, professional, orderly 

and credible manner that maximises value for the nation in line with Government 

socio-economic developmental aspirations as espoused in the national policy 

pronouncements. 

 

Investors, transaction advisors and other SEP restructuring stakeholders will find 

this manual useful enough to be conscious of their obligations, at the same time 

enabling them to be fully informed to deliver their best potential in order to realise 

best possible outcome for all stakeholders concerned. 

 

This manual is a working document to be added to and amended as and when 

necessary. It is also emphasised that it is only a guide and should not be seen as a 

substitute to the commercial and other legislation in the Republic of Zimbabwe, 

which have any impact on the SEPs reform process 

 

2. STRUCTURE OF THE MANUAL 

 

2.1 SECTION A: INTRODUCTION 

 

In the introduction, the Manual focuses on Government policy and the aims of the 

economic reform programme of the Government of Zimbabwe in line with the 

Zimbabwe Agenda for Sustainable Socio-Economic Transformation (Zim Asset). 

It discusses the role of SERA and its relationship with the other key players in the 

SEPs reform process. 

 

2.2 SECTION B: COMMERCIALISATION 

 

The section discusses the concept of commercialisation as a strategy to 

turnaround the performance of SEPs. The manual further outlines the necessary 

steps that need to be undertaken in the commercialisation process. 
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2.3 SECTION C: PRIVATISATION 

 

In this section, there is a description of the principal methods of privatisation and 

a summary discussion of management buy-outs, private sector participation in 

infrastructure and the privatisation of monopolies for information and as an  

introduction to the privatisation process. 

 

The section also gives the different stages of direct sales (in whole or part) to 

corporate investors. It includes discussion on the production of a privatisation 

plan and establishing a ‘data room’ for SEPs specific information. The section 

also deals with the privatisation of heavily indebted SEPs. 

 

A discussion on the advertising and marketing of trade sales and related public 

awareness issues is also covered under this section.  

 

Completion and post completion issues are briefly dealt with, such as employee 

issues and information in connection with the privatisation of SEPs. 

 

2.4 SECTION D: OTHER RESTRUCTURING STRATEGIES 

 

The manual identifies other various restructuring options other than 

commercialisation and privatisation, namely review of mandates and legislative 

frameworks; corporate governance reforms; unbundling and other PPP strategies 

which include management contracts, leasing of excess capacity, concessioning 

(in its variant forms) and staff rationalisation. The section further outlines the 

steps that can be taken to implement each of these strategies effectively. 

 

2.5 SECTION E: GENERIC ISSUES ON OUTSOURCING OF 

PROFESSIONAL SERVICES 

 

This section details the generic cross cutting procedures that guide the 

engagement of transaction advisors for any given restructuring strategy to ensure 

that the engagement process is transparent and in line with Government 

procurement processes as guided by relevant procurement legislation and 

instruments. It further gives a guide on the format and content of documents used 

in the outsourcing exercise. 
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2.6 SECTION F: GENERIC ISSUES ON DUE DILIGENCE, 

INFORMATION MEMORANDUM, BUSINESS PLANS AND 

VALUATION 
 

Any restructuring strategy to be applied to any SEP has to be informed by the 

peculiar circumstances affecting the particular SEP, hence the need to conduct 

due diligence of the SEP. Where appropriate, the gathered information has to be 

made known to the investors and all other interested stakeholders, through a 

detailed Information Memorandum. The investors will then use this information 

to come up with detailed Business Plan for the given SEP or project which will 

form the basis of Government being able to assess the relevance of the investors’ 

bids and appropriateness to the preferred restructuring strategy, in addition to 

other requirements spelt out in the bidding documents. 

 

In order for government to realise fair value, especially on disposal of its 

shareholding, or joint ventures, SEP/project valuation should be conducted and 

this will form the basis of negations with investors, until a fair price or 

shareholding structure is agreed on. 

 

This section therefore gives the details of each of these cross cutting processes, 

which should be used in the three broad restructuring strategies of 

Commercialisation, Privatisation and Other Restructuring Strategies as applicable. 
 

2.7 SECTION G: GENERIC ISSUES ON TENDER PROCEDURES 

GUIDE ON ENGAGEMENT OF INVESTORS 
 

This section provides general cross cutting tendering procedures, which are to be 

adopted as applicable to the specific SEP, project or transaction at hand, in the 

engagement of investors in line with the relevant procurement procedures and 

approvals by relevant authorities such as the State Procurement Board (SPB).
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SECTION A 

 INTRODUCTION 

 

 

 

Introduction 

 

This chapter gives the purpose of the Manual, background of the restructuring of SEPs in 

Zimbabwe including the previous experiences and underlying policies, and the 

institutional framework critical for the restructuring process and the roles of each player 

in the process. In addition, the chapter also highlights the three broad categories of 

restructuring namely commercialisation, privatisation and other restructuring strategies. 

These three broad categories will be addressed separately and in detail in sections B, C 

and D of this manual.  

 

Purpose of the Restructuring Procedures Manual 

 

The Manual sets out the processes and procedures of SEPs restructuring in Zimbabwe as 

well as providing guidance to line Ministries, SEPs and any individuals or 

companies/institutions involved in the restructuring process. The manual shall be amended 

as and when necessary in line with changing social, economic and political environment. 

The Restructuring Procedures Manual is designed to: 

 

 Assist in the realisation of restructuring objectives;  

 Provide procedures for commercialisation, privatisation and  other restructuring 

strategies; 

 Optimise the institutional effectiveness of the Agency; 

 Accelerate the implementation of the restructuring programme in line with 

Government policy; 

 Ensure due process, transparency and accountability in restructuring transactions; 

 Ensure that transactions are conducted in line with international best practices, with 

a view to attracting quality investors. 

 

It is not intended that this manual should be a final definitive document, but simply a 

guide to the processes and procedures of restructuring of SEPs in Zimbabwe. It does not 

therefore take precedence over legal processes included in the Companies Act and (in 

appropriate cases) the Zimbabwe Stock Exchange Listing Requirements (the “Blue 

Book”). 
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Background of the Restructuring Programme in Zimbabwe 

 

Privatisation of SEPs was adopted as a policy objective in 1994 subsequent to the 

Economic Structural Adjustment Programme (ESAP) and was aimed at reducing public 

expenditure through the reduction of fiscal support to underperforming SEPs. The focus 

on privatisation resulted in the establishment of the Privatisation Agency of Zimbabwe 

(PAZ) in 1999. Later, the Government realised the inadequacy of this narrowly focused 

SEPs reforms strategy and as a result, it embarked on a more holistic and SEPs specific 

turnaround approach. The adoption of this holistic approach resulted in the 

transformation of the narrowly focused PAZ into a more comprehensive institution, the 

State Enterprises Restructuring Agency (SERA) in 2005. SERA was mandated to provide 

technical advice in the restructuring of SEPs in Zimbabwe. To this end, SERA became 

the central repository of professional expertise and experience pertinent to the 

restructuring of SEPs in the country.  

 

The Government’s policy objectives with regards to the restructuring of SEPs are: 

 

 Enhancing the efficiency, effectiveness and relevance of SEPs; 

 Enhancing SEPs recapitalisation;  

 Attracting Foreign Direct Investment (FDI); 

 Mobilizing capital and expertise from the private sector; 

 Ensuring wider indigenous economic participation and empowerment; 

 Reducing the public sector borrowing requirements; 

 Revenue generation; 

 Accessing globally competitive technology; and 

 Creating global market for newly restructured entities. 

 

Previous Restructuring Experiences  

 

Since its inception in 1999, SERA (the then PAZ) successfully completed the unbundling 

of ZESA into four subsidiaries and restructuring of the following SEPs:  

 

i. Dairibord Holdings Limited - privatisation 

ii. Cotton Company of Zimbabwe - privatisation 

iii. NOCZIM Shares in Total Zimbabwe - privatisation 

iv. NOCZIM Chirundu Offices – disposal of assets 

v. ZIMRE (Pvt) Ltd - privatisation 

vi. Craster (Pvt) Ltd - privatisation 

vii. IDC 19.89% shareholding in Zimchem Refineries (Pvt) Ltd - privatisation 
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viii. Munyati Mine Co. Ltd - privatisation 

ix. CAPS (Pvt) Ltd - privatisation 

x. Olivine Holdings (Pvt) Ltd - recapitalisation 

xi. Turning Point Mine (IDC) - privatisation 

xii. Unbundling of Post & Telecommunications (PTC) into TelOne, NetOne and              

Zimpost 

xiii. Demerger of Astra Holdings into Astra, Tractive Power and Cairns 

xiv. Transformation of the Zimbabwe Development Bank (ZDB) into the 

Infrastructure Development Bank of Zimbabwe (IDBZ) 

xv. Liquidation of Zimbabwe Development Corporation (ZDC) 

xvi. Unbundling of NOCZIM into Petrotrade (Pvt) Ltd and National Infrastructure 

Company of Zimbabwe (Pvt) Ltd 

xvii. Transformation of the Central Statistics Office into the Zimbabwe Statistical 

Agency (ZIMSTAT) 

xviii. Unbundling of National Handling Services (NHS) from Air Zimbabwe (Pvt) Ltd 

xix. Privatisation of Ziscosteel and formation of New Zimsteel  

xx. Conversion of ARDA Chisumbanje Ethanol Project into a Joint Venture from a 

Build-Own-Operate-Transfer (BOOT) 

xxi. Assisted in the raising of US$319m debt finance for Kariba Power Station under 

Zimbabwe Power Company (ZPC) for expansion of power generation projects. 

 

Policies and Initiatives for Restructuring  

 

ESAP 

ESAP was one of the first instruments that introduced privatisation of SEPs in Zimbabwe 

when it was adopted by Government in the 1990s. Privatisation in the context of ESAP 

implied selling the SEPs’ assets to the private sector. The intended objectives were the 

reduction in budget deficit and improvement of SEPs efficiency. 

 

ZIMPREST 

ZIMPREST outlined the role of Government as that of creating an enabling environment 

for private sector development and removing obstacles to economic empowerment 

through the promotion of indigenous entrepreneurs. Therefore, the privatisation 

programme, which was aimed at stimulating the role of the private sector as an engine of 

economic growth, was part of the strategy incorporated under the programme of fiscal 
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restructuring and public sector reform. Enhancing the efficiency of SEPs through their 

privatisation was therefore the primary aim of the programme. 

 

STERP I & II (2009-2011) 

The Short Term Emergency Recovery Plan I & II (STERP) were crafted as part of the 

efforts of the Inclusive Government to stabilize and resuscitate the economy. The STERP 

I & II emphasized the pivotal role played by SEPs in supporting all the other sectors of 

the economy. In this regard, the poor service delivery by SEPs was viewed to negatively 

undermine the operations of other industries in agriculture, manufacturing, mining, and 

tourism. The policy prescription under the STERP was to undertake public SEPs review, 

with a view of rationalizing their functions as well as restructuring. Options for 

restructuring espoused in the STERP included recapitalisation, commercialization and 

privatization. 

 

Medium Term Plan (MTP) 2011-2015 

The MTP outline that the Government would undertake an evaluation exercise that will 

provide the basis for optimal decisions with regard to commercialisation, privatisation 

and other restructuring strategies. Line Ministries, co-ordinated by the Ministry of 

Finance and Economic Development and SERA, would come up with timeframes and an 

implementation plan for the restructuring of each specific SEP identified for 

restructuring. 

 

Corporate Governance Framework (CGF) 

The formulation and adoption of the CGF by Government in 2010 was a direct response 

to the acknowledgement of the need to make SEPs responsive to a clearly defined public 

mandate and support the social and developmental objectives. The CGF is set to establish 

an operating environment that is cognisant of the changing socio-economic environment 

as well as the dynamics in investors’ expectations. Given the background that 

restructuring will include, among others, the attraction of external equity, technology, and 

expertise, adherence to good corporate governance by SEPs was seen by Government as 

a critical condition that would ensure investor confidence. In this regard the CGF is the 

major anchor to the restructuring of SEPs in Zimbabwe. It is also important to take 

cognisant of the fact that poor governance lies at the heart of poor performance of SEPs 

throughout the world. Restructuring efforts will therefore fail to deliver sustained 

improvements if the core governance deficiencies of SEPs are not addressed.   

 

Zimbabwe Agenda for Sustainable Socio-Economic Transformation (Zim Asset) 

2013-2018 

 

To guide national development, Government has crafted a new economic blueprint, 

known as the Zimbabwe Agenda for Sustainable Socio-Economic Transformation (Zim 

Asset) to spearhead the economic-socio transformation for 2013-2018. 
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Zim Asset is a cluster based Plan, reflecting the strong need to fully exploit the internal 

relationships and linkages that exist between the various facets of the economy. It also 

focuses on the full exploitation and value addition to the country’s own resources. The 

included clusters are as follows: 

 

 Food Security and Nutrition; 

 Social Services and Poverty Eradication; 

 Infrastructure and Utilities; and  

 Value Addition and Beneficiation. 

 

To ensure the successful implementation and achievement of the set targets, key 

strategies, success factors and drivers have been identified, chief among them being 

efficient and effective operations of SEPs in service delivery. This is against the 

background that SEPs are expected to play a critical role as economic enablers in all 

clusters. In this regard, the restructuring programme for SEPs will be prioritised during 

the planned period with a view to maximise the sector’s contribution to GDP. 

 

Restructuring Options 

 

After having conducted a thorough due diligence on each SEP on a case by case basis, and 

subject to approval by Cabinet and/or any Government and/or regulatory approvals 

necessary, any one or a combination of the following options shall be applied as appropriate 

in the restructuring of SEPs:  

 

Commercialisation 

This is the transformation of the operations of SEPs from being bureaucratic and 

conservative to being innovative and entrepreneurial.  It emphasizes on cost cutting, 

innovation, commercial awareness and adaptability to the market and viability. There is 

no divestment of the Government’s shareholding involved. 

 

Privatisation 

Privatisation is one of the restructuring categories which entail the transfer of SEPs 

shares from the Government to the private sector either wholly or partially. 

 

Other Restructuring Strategies  

This category involves all other SEPs turnaround strategies that are outside 

commercialisation/privatisation, which can be implemented by the Government to 

maximise value of SEPs. The various actions will include the following options among 

others: review of mandates and legislative frameworks, corporate governance reforms, 

unbundling and other PPP strategies which include management contracts, leasing of 
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excess capacity, concessioning (in its variant forms), recapitalisation and staff 

rationalisation. 
 

Overview of SEPs in Zimbabwe 

 

a. General features of Parastatals 

A Parastatal is a body established by a special Act of Parliament to carry out a particular 

undertaking for the benefit of the public. A Parastatal has neither shareholders nor share 

capital. It has only nominal members who are appointed and removed by the appropriate 

Minister. The Minister acts in place of a shareholder where Parastatals are concerned. In 

almost all Parastatals the appropriate Minister has been given statutory powers to give 

directions of a general character, which are considered to be in the national interest. In 

the execution of his powers, the Minister is the guardian of the public and in particular of 

the taxpayer, and user of the Parastatal’s services. The Minister is responsible to 

Parliament for these formal directions, but not for day-to-day administrative matters.  

 

b. General features of State Enterprises  

These are entities incorporated under the Company’s Act where Government has a 

shareholding either 100% or part.  

 

 c. General Challenges facing SEPs 

Many SEPs face a number of challenges which have necessitated the Government to 

implement the restructuring programme in an effort to address these challenges. Although 

specific challenges vary from one SEP to the other, the following are some of the most 

common challenges faced by most of the SEPs: 

 

 Inadequate  working capital; 

 Dilapidated plants and  equipment; 

 Under-capitalisation; 

 Huge debt overhang; 

 Limited access to lines of credit; 

 Outdated technology; 

 Inadequate/excess/inappropriately skilled human capital;  

 Inter-parastatal debt; and  

 Limited access to international markets. 

 

Restructuring Approval Procedures by Cabinet Committee on Parastatals 

Development (CCPD) 

 

Restructuring procedures are guided by Cabinet approvals. The procedures are as 

follows: 
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(i) The CCPD chaired by the Minister of Finance and Economic Development, 

through the Working Party of Officials, is charged with the responsibility to 

consider proposals for privatisation, commercialisation and other restructuring 

strategies of SEPs by Line Ministries. 

(ii) Line Ministers, working with the State Enterprises Restructuring Agency (SERA) 

present on a case by case, a memorandum on the proposal for consideration by the 

CCPD and onward submission to the Cabinet.  

(iii) The implementation process should ensure that all stakeholders are adequately 

consulted and PPP models are embraced. 

(iv) The Line Ministry working with the Ministry of Finance and Economic 

Development has the responsibility of implementing the Cabinet decision on a 

case by case basis. 

(v) SERA to provide technical advice to line Ministries and SEPs in the 

implementation of Cabinet decision. 

 

Role of SERA 

 

SERA is mandated to play the following role in the restructuring process: 

 

i) Assist in coordinating and managing the commercialisation, privatisation and 

restructuring process of State Enterprises and Parastatals (SEPs).  

ii) Advise Line Ministries on all matters relating to the reform process and to 

assist in the financial restructuring of SEPs earmarked for commercialization, 

privatization and restructuring. 

iii) Provide legal advice on legislative changes to be effected in order to speed up 

the reform process. 

iv) To assist SEPs in the preparation of Business Plans, Strategic Plans and 

Turnaround Strategic documents. 

v) To assist SEPs in the development of Performance Monitoring Framework. 

vi) To provide corporate finance advice to SEPs. 

vii) Prepare in consultation with Line Ministries, a Memorandum, including 

detailed work plans and timetables for the commercialization, privatization and 

restructuring of SEPs. 

viii) Assist Line Ministries and the relevant state enterprises and parastatals in the 

identification of local and/or external consultants (accountants, valuators and 

management and marketing specialists, e.t.c.) to be engaged to undertake 

technical aspects of the commercialisation, privatization and other restructuring 

strategies of SEPs. 

ix) Assist SEPs with technical advice in preparation and approval process of Public-

Private-Partnerships (PPPs) projects. 

x) Undertake the preparation and implementation of a public information 

campaign relating to the benefits of commercialization, privatization and other 
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restructuring strategies including the anticipated empowerment benefits for 

indigenous Zimbabwe. 

xi) Undertake due diligence on prospective joint ventures or strategic partners. 

xii) Undertake post commercialisation, privatisation and restructuring evaluation 

exercise of SEPs. 

  

Advisory and Technical Services Offered by SERA 

 

1. Advisory services in the commercialization, privatization and restructuring 

transactions. 

2. Preparation of Turnaround Strategies, Strategic Plans, Business Plans and 

Feasibility Studies. 

3. Corporate and Project Finance advisory.   

4. Deal structuring and Negotiations. 

5. Business and Company valuations. 

6. Preparations of Financial and Legal Due Diligence Reports. 

7. Preparation of Project Profiles to present to potential investors.  

8. Joint Ventures and Public Private Partnerships, structuring and negotiations. 

 

Role of Other Players 
 

Cabinet 

Cabinet shall play a crucial role in the restructuring process. To this end, Cabinet shall: 

 

(i) Provide an overall policy framework and guidelines for restructuring of SEPs. 

(ii) Grant approvals to the candidates identified for restructuring as recommended by 

the CCPD.  

(iii) Approve restructuring proposals presented by the CCPD. 

 

The Cabinet Committee on Parastatals Development (CCPD) 

The CCPD shall operate at two structural levels, namely the Working Party of Officials 

and the Ministers’ Committee. The former will be chaired by the Secretary for Finance 

and Economic Development and the later by the Minister of Finance and Economic 

Development. 

 

The Working Party of Officials shall consider and make recommendations to the 

Ministers’ Committee proposals on commercialisation, privatisation or other 

restructuring strategies presented by Line Ministries. In the event that the Ministers’ 

Committee is not satisfied by the Working Party of Officials’ recommendations, it may 

request that the proposals be reviewed and then resubmitted through the same channels 

upon which they are presented to Cabinet for approval. The proposals are prepared by the 

Line Ministry and submitted to the CCPD to ensure stakeholder ownership.  
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Line Ministries 

The Line Ministries shall play a major role in the restructuring programme and their 

major roles shall be to: 

 

(i) Identify and recommend to the CCPD the SEPs under their purview for 

restructuring. 

(ii) Work closely with SEPs management and board, the Line Ministry and SERA in 

the drafting of restructuring proposals. 

(iii) Make presentations of the proposals to the CCPD. 

(iv) Address all outstanding issues raised by CCPD. 

(v) Assist the technical committee with implementation of Cabinet decisions. 

 

To ensure that Line Ministries are compliant to Government restructuring procedures, in 

addition to their application and adherence to restructuring procedures spelt put in this 

Manual,  Line Ministries are encouraged to consult SERA early in the formulation stage 

of restructuring strategies for their SEPs before these proposals are submitted to the 

CCPD for consideration.  

 

SEPs being restructured 

In the restructuring process maximum cooperation by the SEP being restructured is 

critical. To this end, the SEP being restructured shall be obliged to: 

  

(i) Proceed with the recommendations of the Technical Committee in the preparation 

of any SEP prior to restructuring. 

(ii) Keep up to date all business records and audited financial Statements. 

(iii) Prepare investment, financing and manpower development plans. 

(iv) Maintain a fixed asset register which shall be reconciled with the financial 

Statement. 

(v) When requested by the Technical Committee, pay all costs incidental to the 

commercialization, privatization or restructuring of any SEP relating to: 

a) Valuation fees; 

b) Legal costs; 

c) Advertising charges; 

d) Marketing expenses; and  

e) Any other expenses. 

(vi) When requested by the Technical Committee, disclose all or any information 

about the SEP. 

(vii) Refrain from taking any action, which may cause industrial unrest. 
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Technical Committee or the Cabinet Committee on Parastatals Development 
 

The Line Ministry shall set up a Technical Committee or the Cabinet Committee on 

Parastatals Development that will oversee and manage the implementation of the SEPs 

restructuring process and ensure that all necessary approvals are sought along the way. 

The Technical Committee shall consist of, but may not be limited to the following 

members: 

 

(i) Line Ministry (Chair) 

(ii) Ministry of Finance and Economic Development 

(iii) SERA 

(iv) Zimbabwe Investment Authority (ZIA)  

(v) RBZ 

(vi) Attorney General’s Office (AG)  

(vii) SEPs’ Board & Management 

(viii) SEPs’ Labour representatives 

 

Other Ministries or Government departments may be co-opted as and when deemed 

necessary. 

 

The role of the Technical Committee is to undertake the day to day activities of the 

restructuring transaction and ensure that all technical issues relating to the transaction are 

duly taken into account, including, to the extent possible, adherence to procedures 

outlined in this Restructuring Procedures Manual. The Technical Committee is, among 

other expectations, required to come up with its Work Plan to guide its activities. SERA 

will provide technical advice on the restructuring process. 

 

During the implementation process, the Technical Committee shall produce regular 

reports to Cabinet through the CCPD.  
 

Identification and Designation of SEPs for Restructuring 

 

The work of SERA will be guided by the list of SEPs that have been approved by the 

Cabinet for restructuring. This list will be added to from time to time, and the Cabinet may 

approve the transfer of specific SEPs to the privatisation list, from the list of those 

scheduled for commercialisation.  

 

Once a SEP has been identified for restructuring, the Line Ministry should immediately 

make contact with the SEP concerned and: 

 

 Make sure that its management team and board are aware of the fact that the SEP has 

been identified for restructuring, and request the managers to advise the employees, and 

the relevant trade unions, where the restructuring affects the employees.  
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 The SEP works with the SEP and the Technical Committee or Cabinet Committee on 

Parastatals Development the initial review of the SEP and development of a 

restructuring plan. 

 

 Ensure that appropriate attention will need to be paid to confidentiality which is 

sensitive on some transactions, e.g. which involve the stock exchange, and to the form 

in which information it is handled disseminated.  

 

 Ensure that the prospective restructuring transaction is gazetted and that an 

announcement is made in the press and in other media. One of the purposes of publicity 

(apart from the need to keep the public informed, and to start to attract potential 

interest) is to make it difficult for the decision to privatise to be reversed, and also to 

reduce resistance to the privatisation by ensuring that all the parties affected and 

involved in the process are kept fully informed. 

 

 In the case of privatisation, assess implications of the Competition Act with regard to 

the transfer of the SEP to the private sector. Is it in a monopoly or monopsomy 

position, and is some form of monopoly regulation likely to be necessary? 

 

 Assess whether there are any exchange control implications in the restructuring of the 

SEP and take steps to ensure that these are taken into account in developing towards the 

eventual restructuring plan and transaction.  

 

 Set in motion the repeal of the respective “enabling act” under which SEP was formed, 

or under which it was transferred to State ownership from previous private sector 

ownership, wherever this is necessary. 

 

Establishing a Timetable/Work Plan and Restructuring Project Management 

System 

 

A draft Time Table/Work Plan should be drawn up at an early stage in the planning of the 

restructuring, so that delays can be identified. It will also help to co-ordinate the activities 

of the different parties involved in the privatisation. A sample Restructuring Work Plan is 

as  given in Annex A.2 which can be tailor made to the specifics of the particular 

restructuring transaction, i.e. whether privatisation, commercialisation, etc. 

 

In the more complex restructuring of the larger SEPs (whether a full trade sale or a stock 

exchange listing is envisaged) it will be helpful to make use of Microsoft Project® or other 

project management software. 
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Visiting the main locations 

 

The Technical Committee or Restructuring Inter-Ministerial Committee responsible will be 

familiar with the SEP/project, having visited all of its main operating locations and 

facilities, and will be familiar with the SEP/project’s history as built up over previous 

months. 

 

SEP Information Files 

 

A file shall be opened by SERA for each SEP, whether or not it is currently designated for 

any form of restructuring as part of its mandate. This information file should contain: 

 

1. All documentation and correspondence prepared or received by SERA in connection 

with the SEP. 

 

2. Copies of documentation from the Accountant General’s office, covering the latest 

financial Statements and ideally those for the last 5 years (and preferably 3 years as a 

minimum if five (5) years financial performance data are not available), plus any other 

relevant information that is available from the Accountant General’s office. 

 

3. Copies of published annual reports (if there are any) obtained from the SEPs or their 

parent (line) ministries, again for the past 5 years. If none are published, then the 

financial Statements are needed i.e. Balance Sheets, Profit & Loss Accounts (Income 

Statements), Cash Flow Statements, with consolidations if these are done. 

 

4. Copies of the Chairmen’s and/or CEOs’ annual reports for those same five (5) years if 

available.  

 

5. Copies of any corporate publicity information brochures produced by the SEP, recent 

press releases etc. 

 

6. Copies of any reports that may be available by company, industry or sector from 

international donor agencies. The donor could have produced these, or they could 

have been prepared for the donor by professional consultants. (Confidentiality may be 

a problem here, but whatever is accessible should be accessed.) 

 

7. Press cuttings of news on all of SEPs that appear in the Zimbabwe newspapers and in 

any other publications which are available. These must be collected daily and will 

help to build up a “story” of current developments with respect to the SEPs and of 

problems perceived. This will help to monitor public attitudes towards the SEPs and 

towards the privatisation programme. These files will remain confidential to SERA as 

they may contain some proprietary information. 
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Outsourcing of Professional Services 

 

Restructuring of SEPs is a complicated process that requires a high degree of expertise and 

professionalism in various fields in order to ensure the transactions are properly conducted 

in line with international best practices to fully achieve the desired objectives. To this end, 

a number of transaction advisors ranging from financial and legal advisors as well as asset 

and business valuation firms are engaged as appropriate. Details of how these advisors are 

engaged and the services expected of them are provided in Section E. 

 

Restructuring Public Relations Strategy 

 

A successful restructuring programme will depend on the support and co-operation of all 

concerned parties. One of the biggest obstacles to restructuring is the attendant loss of 

privilege among some stakeholders.  Transparency is a key word and this can only be 

achieved through a deliberate public information campaign that is designed to inform the 

stakeholders about transactions. Optimum transparency maximises public support for 

restructuring.  A concerted public information exercise should be undertaken and targeted 

at the different interested parties, utilising various channels to reach different audiences.  

The public information exercise will thus increase public understanding and support, 

build political support and internal consensus for the restructuring transaction and the 

resultant benefits. 

 

The aims of the public information campaign for the restructuring programme therefore 

will include: 

 

 Creating a positive environment for restructuring  with increased awareness and 

understanding; 

 Building internal communication within government and implementing  units; 

 Building constituencies of support and ownership; 

 Creating an avenue for stakeholders to voice opinion and for policy makers to 

listen.  

 

In this context the “public” includes not only the Zimbabwe public at large, but also all 

“stakeholders” in the SEPs as mentioned above. These latter will include employees of 

the SEPs immediately targeted for restructuring, and their families, customers of the SEP, 

suppliers to the SEP, union officials, government officers, members of parliament and 

anyone who might be affected no matter how slightly by the restructuring of a particular 

SEP. 

 

Support from these groups can make the restructuring of the SEP not only easier to 

transact, but can make the difference between success and failure of the restructuring 

transaction and the restructuring programme at large.  
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It is therefore worthwhile providing news releases, letters and updating follow up letters 

to the individual members of each of these groups, as appropriate. This is in order to 

explain the reasons for the restructuring transaction of the specific SEP, the benefits that 

are likely to accrue to the country and to them as individuals, and the “downside” of not 

restructuring the SEP. 

 

Press releases at regular intervals, prepared by communications professionals and short 

television and radio promotional slots can be used for reaching the public at large. It also 

helps to arrange for three types of personality to appear and speak on radio or television 

and to endorse the privatisation programme. These can be: 

 

1. Public figures, who should not be politicians, but should be well known sports 

personalities, actors, singers and other performers, as well as occasional respected 

business persons with no links to the SEP to be privatised.  

2. Ordinary people such as nurses, teachers, farmers, doctors, shopkeepers, bank 

employees etc., again none of whom should have any links whatever to the target 

SEP.  

3. Executives and employees of the SEP to be privatised (as well as members of 

employees families), and who support the privatisation.  

4. All of these need to be carefully rehearsed to impart the required positive message.  
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Annex A.1 

 

Memorandum to the CCPD 

 

Among the many tasks that the Technical Committee is expected to undertake and the 

documentation it is supposed to originate, the memorandum to Cabinet is one such 

important document that forms the basis of all approvals along the hierarchy from the 

Working Party of Officials to Cabinet. 

 

As such, it is imperative that the memorandum be prepared with the necessary expertise to 

fully address all issues expected and required by the authorities. The memorandum, among 

other provisions, will detail the reform proposal for Cabinet and is generally structured as 

follows:  

 

a) Background Information 

 Gives brief general information on the particular SEP, i.e. when was it 

established, for what purpose/mandate, operating under what enabling Act 

etc. 

 

b) Functions of the SEP 

 Describes functions of the SEP. 

 

c) Operations of the SEP 

 Social Business Operations 

 Commercial operations  

 Capacity Utilisation 

 

d) Challenges  

 

e) Financial Performance  

 Profitability  

 Financial Position  

 Liquidity  

 Debt Analysis  

 

f) Market Analysis 

 

g) Competition Analysis  
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 Industry Competition Intensity  

 

h) SWOT Analysis  

 

i) Proposed Business Structure 

 How is the business proposed to operate its various units? 

 

j) Restructuring Options 

 Give all the restructuring options and analyse their merits and demerits.  

 Select the preferred option. 

 

k) Recommendations 

 Give recommendations on the preferred strategy to address the challenges. 

 

l) Annex 

 Appropriate annexes will be necessary to amplify the memorandum. These 

include, but not limited to the following: 

 Production schedules; 

 Projected financial statements and cash flows; 

 Capital requirement summary; 

 Proposed shareholding structure diagram, e.t.c. 

 

Cautionary Note  

 

These guidelines are only meant to provide salient elements that need to be included in a 

standard memorandum to the CCPD. However, the guidelines need to be customised to 

each SEP under consideration, and are neither meant to be prescriptive nor exhaustive. 
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Annex A.2 

 

SAMPLE WORKPLAN
1
 FOR THE UNBUNDLING OF (NAME OF SEP/PROJECT) 

 

NO. ACTIVITY RESPONSIBILITY DATE/ 

TIME 

FRAME 

1 

 

Approval of the  Restructuring Transaction by Cabinet Cabinet  

 

2 Establish a Cabinet Committee on Parastatals 

Development/Technical Committee 

Line Ministry  

3 Inaugural meeting of the Cabinet Committee on Parastatals 

Development  

Line Ministry  

4 Cabinet Committee on Parastatals Development comes up with 

 TOR; Sub Committees 

 Key Milestones 

 Establish Sub Committees e.g. on Legal, 

organisational/technical, financial issues. 

Cabinet Committee on 

Parastatals Development 

Line Ministry 

SERA 

 

5 Sub Committees Meet and 

 Draw up their TORs, derived from the main Committee 

TORs; 

 Work Plan, derived from the main Committee Work 

Plan. 

Line Ministry 

SERA 

 

6 Institute legal procedures to Amend the XXX Act to allow the 

disbanding of (name of SEP) 

Line Ministry with assistance of 

the Cabinet Committee on 

Parastatals Development 

 

7 Seek approval of the amended XXX ACT by Cabinet Committee 

on Legislation, Cabinet and Parliament 

Line Ministry with assistance of 

the Cabinet Committee on 

Parastatals Development 

 

8 Appoint Auditing Firm to undertake Audit for (name of SEP) Line Ministry with assistance of 

the Cabinet Committee on 

Parastatals Development 

 

9 Appoint Asset Valuation Firms (where necessary)  to value 

(name of SEP) assets and advise on transfer of assets 

Line Ministry with assistance of 

the Cabinet Committee on 

Parastatals Development 

 

10 Appoint HR consultant (where necessary) to undertake staff audit 

and recommend on re-deployment, retrenching and recruitment 

Line Ministry with assistance of 

the Cabinet Committee on 

Parastatals Development 

 

11 Presentation of the Asset valuation, HR audit, Financial Audit 

and proposed share of assets, liabilities and  personnel for the 

Minister’s consideration 

Secretary for Line Ministry  

12 

 

Registration of successor Company/companies. 

 

Line Ministry with assistance of 

the Cabinet Committee on 

Parastatals Development 

 

13 Appointments of Board of Directors of successor companies Line Ministry  

14 Appointment of successor company CEOs  Successor company Boards  

14 Recruitment and re-assignment of personnel from old SEP to 

successor companies 

Successor company CEOs and 

their Boards 

 

16 Transfer of Assets from disbanded SEP to successor entities Line Ministry, management and 

Boards 

 

                         
1
 A work plan is a mere guide on the implementation of the restructuring transaction. The sequencing of activities and the timeframes 

are therefore not cast in stone as they can be amended as the transaction progresses, depending on the situation on the ground. 
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SECTION B 

COMMERCIALISATION 

 

 

 

Introduction 

 

This section presents guidelines on one of the options adopted by the Government in 

order to turn around the performance of SEPs, where focus is to transform potentially 

viable SEPs to operate on purely business terms that enable the SEP to recoup its 

operating costs whilst leaving Government shareholding unaffected. The section starts by 

defining the concept, outline its objectives and goes on to give guidelines, underlying 

principles and stages of commercialisation as a restructuring strategy. 

 

Definitions 

 

Commercialisation 

The word “Commercialisation” arises from the word “commercial” and this refers to the 

restructuring of the operations of SEPs. Commercialisation means companies are 

changing from being bureaucratic and conservative to being innovative and 

entrepreneurial. It emphasizes on cost cutting, innovation, commercial awareness and 

adaptability to the market.   

 

Partial commercialisation - means that such SEPs so designated will be expected to 

generate enough revenue to cover their operating expenditures. The Government may 

consider giving them capital grants to finance their capital projects. 

 

Full commercialisation - means transforming a public sector organisation into a 

proactive entity that seeks to maximize opportunities, earnings and shareholder value. 

The commercialized entity faces a competitive environment that drives its transformation 

from a “service” focused organisation to a client facing, profit maximizing and cost 

minimizing entity resulting in significant changes in the way it delivers its core products. 

The PE so designated will be expected to operate profitably on a commercial basis and be 

able to raise funds from capital markets. 

 

In both partial and full commercialisation no divestment of the Government’s 

shareholding will be involved and subject to the general regulatory powers in place, the 

PE may: 

 Fix prices and charges for goods produced and services rendered at 

economic levels;  

 Capitalize assets; and 
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 Sue and can be sued in their corporate names. 

 

Objectives of Commercialisation 

 

The objectives of the commercialisation programme are to: 

 Eliminate the burden of SEPs on the fiscus. 

 Encourage the development of private sector activities. 

 Transform the SEP in order to lessen the dominance of unproductive investments 

in the SEP.  

 Re-orientate the SEPs towards a new horizon of performance improvement, 

viability and overall efficiency. 

 Ensure positive returns on public sector investments in commercialised SEPs 

through more efficient management.  

 Reduce absolute dependence on the Treasury for funding by otherwise 

commercially oriented SEPs and so, encourage their approach to the Zimbabwe 

capital markets to meet their funding requirements.  

 Initiate the process of gradual cession to the private sector of such SEPs which are 

better operated by the private sector. 

 Create more jobs, acquire new knowledge and technology and expose the country 

to international competition.  

 

Commercialisation is therefore an exercise that is undertaken and or implemented by the 

SEP with the authority and support of the Line Ministry and other Government 

departments such SERA. As such, there are less formalities and approvals by the CCPD 

and Cabinet as compared to the other two broad categories of restructuring and 

privatisation. Annex B.1 outlines the key elements of commercialisation.  

 

General Principles of the Commercialisation Programme 

 

The Commercialisation Programme has nothing to do with change of ownership of the 

SEP. The programme entails implementation of a number of general principles that seek 

to address various common problems to most, if not all, SEPs and various other 

Government Departments.  

 

Commercialisation of various departments has, among others, entailed the following: 

 

 Debt financing; or the more contemporary approach is debt restructuring and 

management or financial restructuring (also called “soft restructuring”) where the 

SEP is facing financial problems, making losses and an accumulation of trading 

losses and huge debt overhang on its balance sheet. 
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 Disposal of idle or obsolete assets, spares, machinery, equipment and virtually all 

non-core assets to eliminate excess capacity for cost reduction after the repeal of 

that legislation. This also entails the disposal of surplus land and buildings, where 

it exists. 

 Concentration on core activities in order to minimise losses on non-economic 

activities. 

 Introduction of a flexible, cost reflective pricing mechanism as well as marketing 

reforms. 

 Reduction and or elimination of direct/indirect subsidies and transfers. 

 The introduction of competition. 

 Sector-wide structural, institutional and organisational changes to increase 

efficiency. 

 Improve and or provide SEPs with clear mandates. 

 Provide full responsibility and accountability to carry out these mandates as well 

as provide full authority to: 

 Recruit employees; 

 Set remuneration and conditions of service of the employee; 

 Determine and set the SEP’s procurement policy; and 

 Determine and set company pricing policy responsive to industry and 

market competitive forces. 

 Payment of corporate tax and dividends to Government whenever the SEPs make 

profits. 

 Repeal of the respective “enabling act” under which the SEP was formed, or under 

which it was transferred to state ownership from previous private sector ownership. 

 Review of the manning levels, thus leading to staff rationalization if there is surplus 

labour, otherwise the opposite holds. 

 

Guidelines on Procedures for Commercialisation  

 

The general guidelines for the commercialisation process are outlined below.  

 

Stage I:  Initial Review & Planning  

 

(i) Initial review and time-tabling. 

(ii) In-house consultations.  

(iii) Consultations with key stakeholders including informal investigation (SEP & Line 

Ministry visits) in order to determine the possibility of commercialisation. 

(iv) Time-frame & possible routes. Review of the extent of info available. 

(v) Overall assumptions and development of a draft concept paper. 
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Stage 2: Detailed Assessment  

 

(i) Commercialisation strategy and key issue assessment. 

(ii) Initial financial and commercial assessment. 

(iii) Indicative valuation - ‘financial diligence’. 

(iv) Initial SEP legal assessment – legal status, ownership.  

(v) Existence of shareholder agreements – ‘legal diligence’. 

(vi) Establishment of a regulator and sector structure – ‘regulatory diligence’. 

(vii) Commercialisation strategy, employment,  indigenisation, environnemental 

damage. 

(viii) Legal entity formation, indigenisation, treatment of debt, regulatory change, price 

control, licensing etc. 

 

Stage 2: Approval by Cabinet Committee on Parastatals Development (CCPD) 

 

(i) Discussion of issues with stakeholders. 

(ii) Development of a Memorandum to Cabinet Committee on Parastatals Development 

(CCPD). 

(iii) Submission to CCPD. 

(iv) Presentation to Cabinet and Cabinet decision. 

(v) Refinement of commercialisation budget – time budgeting and resource budgeting. 

 

Stage 3: Implementation, Monitoring and Evaluation 

 

(i) The Line Ministry, through the Board and/or with the assistance of transaction 

advisors are responsible for the implementation of approved commercialisation 

strategy. 

(ii) The Line Ministry monitors the Board implementation of the strategy. 

(iii) The Line Ministry will evaluate effectiveness of the commercialisation strategy 

through conducting consistent post restructuring financial, operational 

performance evaluation appraisals. 

 

In order to enhance professionalism, transparency and credibility in the 

commercialisation process, Government may engage the services of transaction advisors 

who, in most cases, may be financial advisors. The process and procedure of engaging 

any advisors who may be deemed necessary is as detailed in Section E. 

 

Key Elements of Commercialisation 

 

 Managers are encouraged to be on the lookout and to explore “new growth” 

opportunities. 

 Entrepreneurship is encouraged and diversifying into new markets is critical. 
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 Management control systems are transformed to give much greater authority to 

the line managers. 

 Operational managers are expected to develop a “business orientation” that 

concerns themselves primarily with the technicalities of production management. 

 Considerable delegation of authority in areas of personnel and industrial relations. 

 Effective and efficient structures for the organisation are put in place to motivate 

and control managers. 

 Remuneration packages linking financial rewards to the performance of the firm. 

 Ability to be competitive which fosters efficiency since failure to compete 

reduces market share and profits. 

 The firm pays attention to costs and to the requirements of its customers. 

 Innovation drives the firm in order to fund different products and to lower costs. 

 Appropriate and necessary skills for managing a company in a market economy 

are critical. 

 Participation and self-actualization of employees plays a critical role. 

 Redesigned systems, new methods and procedures are applied. 

 New organisational values are key to the success of the commercialization of the 

company. 

 Balance sheet restructuring to attain optimal debt/equity structure. 
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SECTION C 

PRIVATISATION 

 

1. OVERVIEW 

 

Privatisation has been identified as the third broad category for the SEPs reform 

programme for Zimbabwe. The section starts by defining the concept of privatisation and 

goes on to give an overview of the objectives of privatisation programme. It further 

elaborates on the procedures for privatisation and explores on various forms of the 

privatisation process. 

 

Defining the Privatisation Concept 

 

Privatisation is an extreme restructuring option available for Government to address 

challenges facing any SEP as well as achieving desired socio economic objectives. 

Privatisation entails transfer of shares from the Government to the private sector either 

wholly or partially. 

 

In line with international best practices, Government my engage the services of 

professional advisors who may include financial, legal and technical advisors in order to 

enhance the success of the traction and maximise national benefits at the same time 

ensuring transparency, credibility and professional implementation of the transaction. 

Procedures for engagement of the advisors is as detailed in Section E. 

 

Objectives of Privatisation 

 

Like commercialisation and restructuring, privatisation, as the third pillar of the SEPs 

reform programme, has its objectives derived and in support of the broad objectives of 

the SEP reform programme. To this end, privatisation objectives can be identified as 

follows: 

 Ability to generate revenue for the fiscus in the shortest period. 

 Address SEPs high debt profile. 

 Need for SEPs to access global markets, expertise and technology. 

 Promote indigenous economic empowerment. 

 Promote the private sector and allow Government to concentrate on social 

service delivery. 
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2. PRIVATISATION PROCEDURES 

 

The generalised methodology for conducting the SEPs can be summarised briefly in a 

series of steps, which are as follows.  

 

1. Initial review of the SEP. 

2. Detailed examination of the SEP to identify problems, estimate value and recommend  

an approach to privatisation (see Section F item (2) on Due Diligence). (This may 

include the need for labour force downsizing in some cases as well as early plans for 

retirement of balance sheet debt). 

3. Prepare a privatisation plan. 

4. Submission of a privatisation plan to the CCPD for submission to Cabinet and submit 

request for approval to privatise (see Annex C.7.) 

5. Cabinet approval of course of action. 

6. Publicise the decision to privatise the SEPs in question, to optimise transparency of 

the process from its inception.  

7. Finalise information memorandum (or prepare Prospectus); advertise or search for 

strategic (or “core”) investors as appropriate (see Section F). 

8. Conclusion of sale and purchase agreement (Annex C.12 and Annex C.13), arrange 

public issue and/or placement of shares, or other appropriate privatisation process. 

9. Completion of the transaction. 

 

This is only a general summary of the process. The stages of a privatisation transaction 

are summarised in Annex C.2. Much will depend on the type of SEP, the preferred 

method of divestiture, and the need for greater or lesser work both in the preparation of 

the SEP, and in executing the transaction.  

 

Steps following CCPD and Cabinet approval  

 

Following approval of the privatisation plan for the SEP, the steps
2
 will include (in 

simplified form): 

 

 Finalising the information memorandum (or Prospectus);  

 Marketing the SEP locally and internationally if appropriate, and invitation of 

proposals from trade sale investors; 

 Receipt of initial letters of interest, signing of confidentiality agreements by 

interested investors and assessment of the SEP by those investors; 

 Receipt of proposals from interested parties; 

 Evaluation of proposals; 

                         
2 For details in implementing these steps, refer to Annex G which gives 

the tender guidelines on engagement of investors. 
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 Conclusion of sale and purchase agreements with strategic investors, or 

alternatively; 

 Issue of shares to the public and National Investment and Economic 

Empowerment Board (NIEEB) as appropriate; 

 Completion of the transaction. 

 

In these activities, SERA has a key role to play in leading the process, either directly, by 

recommending the appropriate media for reaching potential investors, in evaluation of 

proposals, or indirectly by the selection (or advising on the selection) of professional 

advisers for the key stages of the transaction.  
 

Tender procedures to be applied on engagement of the investors are detailed in Section G 

of this manual, as applicable. 

 

Establishing a “data room” 

 

In order to provide potential investors with a wide range of information that it is not 

practical to include in the Information Memorandum, it is normal to establish a Data 

Room. All forms of documents are placed in here. These could include for example: 

 

 Plans and maps showing location and layout of plants and facilities. 

 Copies of lease agreements.  

 Copies of any physical restructuring or building plans not completed but 

contracted prior to the decision to privatise the SEP. 

 Copies of special supplier agreements. 

 Past management reports. 

 Schedules of labour force, with wages and salaries. 

 Additional copies of the Memorandum and Articles of the company. 

 Copies of past publicity material, press releases etc. 

 Any additional technical information on fixed assets including machinery, which 

may not have been practically summarised in the Information Memorandum. 

 Analyses of markets or other market information, including information on 

competitors, market trends etc. 

 

In addition, any other documents that may be of assistance to potential investors in 

gaining an insight into the company’s operations, and which may help them in 

formulating their business plans and bids for their investment are made available.  

 

The data room may be made accessible to any serious potential strategic investor who has 

already signified his intention to make a proposal to invest, and who has signed the 

appropriate confidentiality agreement, Annex C.10. If the data room contains materials 
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that are likely to be beneficial to a competitor it will not be desirable to allow photocopies 

of these to be made. Although judgement will need to be exercised in this, manual copies 

of the salient points in these documents may be allowed. 

 

However, the main objective is to secure a successful restructuring so that the tendency 

must be towards leniency in interpretation of the level of confidentiality, in order to assist 

potential investors to the maximum extent, rather than to hinder them with unnecessary 

layers of bureaucracy. This is done in order to get well prepared bids for the SEP in 

question, supported by realistic business plans from the investors.  

3. MODES OF PRIVATISATION 

 

Possible modes of privatisation for SEPs include: 

 

i) Trade sale to a private sector investor or consortium of the SEP’s shares (including 

sale to a strategic investor). 

ii) Public offering of shares in the SEP, involving a listing on the Zimbabwe Stock 

Exchange.  

iii) Sale by tender or auction of non-core business units of a SEP, either as they stand 

or following separate incorporation. Also sale of surplus fixed assets, equipment 

etc.  

iv) Privatisation-by-share-issue (also known as “privatisation-by-recapitalisation”) 

applicable to heavily indebted but potentially viable SEPs, using much of the 

methodology of the trade sale process. 

v) The entry by the State into a joint venture with a private sector investor or 

consortium. This may be by transferring all or some of the SEP’s business and 

assets to a newly formed vehicle, and the State and that investor or consortium 

taking equity stakes in that vehicle (the State’s stake being less than 50%); 

vi) The entry by the State into a time-limited lease or management agreement with a 

single manager or consortium, for the operation by that manager or consortium of 

all or part of the SEP’s assets. 

vii) Management & Employee Buy-out (or Management Buy-out, Management Buy-in 

or a combination of these) (See Annex C.4.) 

viii) Employee Share Ownership Programmes (ESOP). (See Annex C.5.) 

ix) Concessions such as “Build Operate and Transfer” (BOT) and related 

arrangements. (See  Section D) 

x) Other modes of privatisation developed and implemented in response to the needs 

of particular situations as they arise. 

 

[Note: There are major differences between sale to a private investor or investors, including 

sale to managers or others, and any sale of securities to the general public, involving as it 

does a listing on the ZSE.] 
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The mode of privatisation chosen for any SEP will depend on a number of factors, 

including: 

 

 the financial and technical condition of the SEP; 

 the level of capital investment that the SEP might require; 

 labour relations and the need to preserve jobs in an area where unemployment (or 

additional unemployment) would exacerbate social problems; 

 the State of the market in which the SEP will have to compete; and  

 the need to safeguard consumer interests in the case of privatisation of a monopoly 

SEP, whether a natural monopoly or one which is at present a monopoly (such as is 

usually the case with public utility undertakings, even though competition can be 

introduced in the case of some of them e.g. telecommunications and certain types of 

urban services).   

 

This manual deals mainly with the trade sales, tenders and stock exchange listings with 

public offers of shares to the public (and placements of shares following Listing). These 

are the principal “routes” to privatisation. Liquidations are dealt with in Section D. The 

other methods enumerated above use some or much of the trade sale and tender 

methodology.  

 

Confidentiality 

 

There are very many issues involved in the privatisation process that are politically 

confidential and commercially very sensitive. These can include data, information and 

plans relating to the existing SEPs both before privatisation and following their transfer to 

private sector ownership, which could be of value to competitors. Total confidentiality 

must therefore be accorded to business plans submitted by potential investors.  

 

Further, information could be used in insider trading if the SEP is to be listed on the 

Zimbabwe Stock Exchange following its privatisation. 

 

For these reasons all documents relating to a particular transaction must be regarded as 

confidential and commercially sensitive and not disclosed to anyone outside the authorised 

agency/institution SERA unless there is a genuine “reason to know”. Furthermore, 

confidential information is restricted to the staff of the agency actually working on that 

transaction.  

 

Characteristics of a privatisation plan 

 

The characteristics of a good privatisation plan which will be readily accepted by the 

Working Party, the Cabinet Committee on Parastatals Development and the Cabinet is 
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one which will make the greatest contribution to the future of the SEP and to Zimbabwe’s 

economy. It can be summarised to some extent as: 

 

 Having the optimum probability of achieving a successful privatisation 

transaction by whatever means is recommended. 

 

 Adequate provision has been made for stakeholders in the pre-privatised business, 

such as employees
3
 who may be retained and those who may be surplus to future 

needs. Provision for stakeholders can also include supplier companies that are 

heavily dependent on the SEP for their survival and that of their own employees 

in the geographical area of the SEP’s operation. 

 

 The possibility of monopoly abuse has been adequately addressed, with 

development of a monopoly regulatory regime in place and functioning in 

advance of privatisation if the SEP is in a monopoly position
4
 such as is the case 

with most public utilities.  

 

 The strategic business unit (or units) is privatised, with non-core business units 

divested separately by appropriate means either as they are, or in appropriate 

cases incorporated first and then divested (i.e. privatised as separate corporate 

entities).   

 

 There is a high probability of achieving optimum “transaction value” as defined in 

the privatisation plan. This was discussed earlier
5
.  

 

 The privatised SEP has every chance of survival in the private sector, with the 

chances of earning acceptable profits, so optimising a future tax stream to the 

Government and if appropriate foreign exchange earnings. 

 

 It is obviously essential that all involved in the privatisation process (including the 

line ministries), know what will be acceptable to the Working Party, the Inter-

Ministerial Committee and eventually the Cabinet. This is in order for the process 

to proceed as smoothly as possible with the minimum of re-working as has 

occurred so frequently in the past in Zimbabwe as it has elsewhere in other 

countries’ privatisation programmes. 

 

A summary of some of the points to be included in an Outline Privatisation Options 

Paper are provided in Annex C.8.  

                         
3 Employees  – see Annex C4 and C5. 
4 Monopoly regulation – see Annex C.6 
5 Transaction value – see Section F Part 4. 
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Privatisation of heavily indebted SEPs 

 

In Zimbabwe, as in many other countries, there are several SEPs that have large sums of 

debt accumulated on their balance sheets, and which SEPs have negative net worth. Here 

as elsewhere, the problem is the haemorrhaging of public funds, which the State cannot 

allow to continue. The objective is therefore to stem this continuing drain on the 

economy.  

 

These present difficult privatisation problems, as potential investors are usually very 

reluctant to even consider taking over a company with excessive debt on its balance 

sheet. That is, unless for their own corporate strategic reasons they really need to secure 

an equity foothold in an industry, or in the case of foreign investors to secure a foothold 

in the country. 

 

Several approaches to aspects of this problem have been made elsewhere, which may be 

applicable in Zimbabwe. These are: 

 

 An analysis of the debt position, followed by cancellation of inter-SEP debt. 

Some SEPs may have debts to the public utilities and to other SEPs that can be 

cancelled. The incidence of this inter-SEP or “cross debt” will need to be 

identified in the review of the SEP targeted for privatisation. 

 

 Debt write-off by the Government. In Zimbabwe, with its existing large public 

debt this may be difficult to arrange. However one of the reasons for privatisation 

in Zimbabwe is stopping the continuous drain on funds, and so this may be the 

only option as a prelude to privatisation of any SEP. 

 

 Securitisation of the debt, following repeal of the enabling act under which the 

SEP was formed. 

 

 Debt equity swaps, in which the Government accepts the conversion of the PE’s 

debt to the public sector, into equity. This then means that there is no further build 

up of unpaid interest on the SEP’s balance sheet. 

 

 Negotiation of investor debt take-over, as part of the privatisation transaction. The 

intention to attempt this should be mentioned in the preliminary discussions with 

potential investors, so that they are aware of it well in advance of their submitting 

bids for an equity stake in the SEP. Whether it will be possible to negotiate 

takeover of a percentage of the debt is always a contentious issue. The reality of 

the situation then is that since (for the investor), a specific targeted SEP can only 

justify a certain maximum investment on his part consistent with his achieving a 

required return on equity (or return on capital employed), the more he has to 
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invest to take over debt, the less he will have available for any essential 

turnaround of the business. This in turn may increase the risk of post privatisation 

failure of the business.   

 

 Evaluation of potential investor’s bids using the “Best-business-plan”
6
 approach 

(BBP). In this, cash proceeds are regarded as irrelevant, the objective being to try 

(as far as possible) to ensure survival of the SEP, to provide some jobs, and to aim 

for a longer term tax-stream to the Government from the SEP in the future. The 

aim here is not for immediate liquid funds, but to assess each potential investors’ 

bid for the SEP in terms of its long term benefit to the country, or possibly the city 

or region of the country in those cases where the SEP is a main source of 

employment there at present. The goal is therefore to competitively assess the 

business plans of potential investors (if there is more than one) in terms of:  

 

 Will the plan provide for a restructuring of the SEP and will it then have 

optimum chance of survival? 

 Will the new owner/investor bring in much needed investment capital to 

restructure the company, which was not possible whilst it was in State 

ownership? (If the situation is very bad, the Government will need to 

totally write off or otherwise dispose of accumulated debt that is currently 

on the SEP’s balance sheet.) 

 What are the strengths of the management team proposed by the new 

investor?  Usually the new investor in a BBP approach will only be able to 

make minimal use (at best) of the existing senior management team. 

 What is the realistic probability of the “leading” proposal submitted by a 

potential investor bringing in an attractive tax stream to the Government, 

and if appropriate a foreign exchange stream as well?  

 What are the values of those future tax and foreign exchange streams in 

perpetuity discounted to present value? 

 Are the potential investor’s proposals for cost cutting, downsizing the 

labour force and other measures realistic? 

 What political or other concessions will be necessary for the Government 

to make in order to optimise the probability of the BBP for the SEP being 

successfully implemented? 

 

 Privatisation-by-share-issue. This approach is ideal for SEPs that are heavily 

indebted, but which would be commercially successful if they had a new capital 

injection. This method is also known as “privatisation-by-recapitalisation”. It is 

                         
6The Best Business Plan or “BPP” approach was developed in privatisation of heavily indebted and loss-making State 

Enterprises/Parastatals in transitional economies in the mid 1990s. It has been successfully employed as a means of 

“turning around” post-privatised companies in which no investor was previously interested using a conventional 

approach.  See Glossary.   
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discussed at more length earlier in this manual
7
 and has similarities to the BBP 

methodology summarised above. Privatisation-by-share-issue has been used very 

successfully in several other countries facing similar problems to Zimbabwe, for 

numbers of key SEPs that had very substantial accumulated debt, but the survival 

of which was important to the countries concerned for a range of political and 

economic reasons.  

 

Privatisation, whether in full or partial, has been and remains a possible strategy that the 

Government can implement to turn around the performance of any SEP. However, on 

implementation, care should be taken that all the necessary procedures are dully followed 

as, out of the three main broad restructuring categories discussed in this manual, it proves 

to demand far more steps and procedures that nevertheless need to be followed, whilst all 

the due approvals have to be granted simultaneously.  

4. FINANCIAL RESTRUCTURING IN PREPARATION FOR 

PRIVATISATION 

 

In the case of a SEP that is facing financial problems, making losses and has an 

accumulation of trading losses on its balance sheet, it may be necessary to undertake a 

programme of financial restructuring (also called “soft restructuring”
8
) as a prelude to 

privatisation. This involves the removal of some of the obstacles to privatisation, in order to 

make the SEP more attractive to investors than it otherwise would have been, and so 

improve the probability of a successful privatisation.  

 

Powers to dispose of assets will be restricted by the enabling legislation under which the 

SEP was formed or transferred from private sector to State ownership, and so disposal of 

surplus assets will not be possible until after repeal of that legislation.   

 

This financial restructuring is likely to require a number of difficult decisions. These 

decisions may be better made and implemented by the Government before privatisation, 

rather than by the new owners after privatisation with the attendant risk of giving the 

impression to the public that privatisation is synonymous with downsizing SEPs, loss of 

jobs and other unpopular actions. The implementation of these decisions after privatisation 

could therefore give a bad reputation to the Government’s privatisation programme. 

 

The steps involved in soft restructuring, depending on the problems faced by the SEP in 

each case, could include any or all of the following: 

 

                         
7
 Privatisation-by-share-issue – see Annex C.3. 

8
 Soft restructuring – see Glossary. 
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 Review all receivables and draw up a programme for recovery of those that are 

overdue. Discuss the possibility of factoring them (unless it is already being done) and 

write off all receivables that are considered to be worse than simply “doubtful”. 

 

 Look at the overall debt position of the SEP. Cancel cross debt to other SEPs and 

examine whether some of the debt to the public sector (i.e. Government) should be 

written off, by for example debt equity swaps, so effectively writing off the debt. 

Alternatively it could be securitised and if necessary disposed of separately, normally at 

a deep discount. 

 

 Review manning levels. If a large surplus labour force exists, draw up and implement a 

downsizing plan if appropriate. Any action in this respect needs to be done in 

accordance with existing labour laws.   

 

 Analysis of the inventory of finished goods, including obsolete and slow moving 

stocks, and disposal of these for cash, often at a deep discount, in order that the value of 

the inventory is more realistically represented in the balance sheet. Similarly 

assessment of stocks of raw materials, and part finished goods and disposal for cash of 

obviously excess stocks of these if feasible. Write down the value of the remaining 

inventory if it is obviously overvalued in the accounts. 

 

 Disposal of surplus and obsolete equipment and machinery. This may include idle 

equipment, spares etc. (whether production machinery or support facilities) not needed 

to support current production. Care needs to be taken in this, that the disposal does not 

go too far, as a prospective new investor may want to bring some of this excess 

production capacity back into operation. Therefore in some cases it may be wiser to 

defer this decision until later, that is to leave the option open to privatise the SEP first, 

and for the new investor to dispose of surpluses. 

 

 Review all spare parts stores and sell obsolete and redundant stocks. Cut stock levels of 

spares as far as possible to the minimum consistent with safety levels needed to support 

present levels of production. Again the question arises as above, namely would it be 

wiser to simply dispose of obsolete spare parts at this stage, and then to defer the 

decision on disposal of surplus non-obsolete spares until a decision has been made on 

the method of privatisation. It might therefore be wiser to leave the decision on disposal 

of surplus usable spares to the new investor after privatisation. 

 

 Review the SEP overally, and identify any non-core business units that could or should 

be disposed of separately from the main SEP (the “strategic business unit” – SBU). 

These non-core business units could include for example: a transport fleet, vehicle 

workshops, a building repair or construction department, wiring or plumbing 

department (in the case of some utilities), all providing a service which could be better 
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provided by private contractors. These non-core activities may then need to be 

liquidated, sold (or given) to employees or others, or incorporated as separate SEPs and 

divested apart from the main SEPs corporate entity. Management Buy-outs/Buy-ins
9
 

(MBO/MBI) may be appropriate for some of these business disposals. 

 

 Look at surplus land and buildings, and decide whether these could or should be sold 

separately to improve the cash position of the SEP, and to make it more attractive to 

investors. 

 

The Privatisation Information Centre 

 

SERA in addition to its direct role in preparing for privatisation and involvement in 

transactions, has an information role to perform within the government structure. This is in 

providing information to the management teams of SEPs, officers in line ministries directly 

involved, other ministers and other senior government officers as well as the public 

regarding the privatisation process in the country, and advising on all issues associated with 

the privatisation programme. 

 

For this reason a “Privatisation Information Centre” needs to be maintained within SERA, 

which is effectively a library of books, other publications and documents associated with 

the privatisation process. This should include copies of all information memoranda and 

prospectuses of companies that have already been privatised, other relevant papers, news 

items and any materials that may help SEPs and ministry personnel to understand their 

roles in the privatisation process and the implications of privatisation. This will help to gain 

and maintain their support for it. 

 

None of the documents or books should leave SERA unless signed out for a maximum 

period of say two weeks, and normal good library practice should be maintained.   

5.  TRADE SALE 

 

Advertising and Marketing 

 

Advertising the privatisation of the SEP for trade sale (including securing a core or 

“strategic” investor participation) can be undertaken after the bid documents have been 

prepared and approval for the mode of privatisation has been received. If there is any 

possibility of later selling shares to the public, then the Listing Rules of the Zimbabwe 

Stock Exchange (the “Blue Book”) must be strictly adhered to with regard to publicity.  

 

Attention must be given as to the appropriate publications in which to advertise and the 

size of the advertisement. Decisions will be based on the size and nature of the SEP 

                         
9
 Management Buy-outs/Buy-ins (MBO/MBI)- see Annex C.4 and Glossary. 
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concerned and the identity of potential buyers. The objective is to advertise in those 

publications that are likely to elicit the greatest and best quality response. Attention must 

also be given to whether a single advertisement can be used to publicise the privatisation of 

more than one SEP, such as in multi-SEP tenders who have been used successfully with 

groups of smaller objects and SEPs in some parts of the world. Where this is possible, cost 

savings can be made in marketing. 

 

At a minimum, to ensure widespread circulation, advertisements should be placed in the 

leading Zimbabwe newspapers, in English, each week for three consecutive weeks. It may 

also be appropriate to advertise in one or more relevant industry publications, regional and 

national magazines, the Financial Times (London), the Economist (London), the Wall 

Street Journal (New York), Handelsblatt (Germany) and African financial and business 

journals. Any such additional advertisement should, wherever possible, be timed to be 

published in the same week as the first advertisement in the Zimbabwe newspapers. 

 

The advertisement assumes that a confidentiality undertaking will be required before any 

information is provided to the potentially interested investor, other than that given in the 

advertisement. The advertisement must be tailored as appropriate, and in particular the 

stated closing date for delivery of bids must be not less than two calendar months after the 

date of the first advertisement in the Zimbabwe newspapers (and possibly more in the case 

of complex SEPs). This will give interested persons sufficient time to carry out due 

diligence investigations and prepare their bids. 

 

Potential investors may be targeted using the major customers and suppliers of the SEP as a 

starting point. The major competitors should also be notified of the privatisation, as they 

may be interested in acquiring a strategic equity holding in the SEP, or in acquiring all of it. 

In the first instance these potential investors should be contacted by telephone and a copy 

of the advertisement should be faxed to them.  

 

Consideration should be given to holding a publicising seminar or road show on a specific 

SEP targeted for privatisation or group of such SEPs, and inviting all potentially interested 

parties including potential investors and the press. These road shows need to be very well 

prepared with handouts and slides using MS PowerPoint®, Corel Presentations® or similar 

presentation aid software. The Chairman of the Technical Committee or other appropriate 

person should lead the presentation, with the other Technical Committee members in 

attendance, and the Managing Director of the SEP or other suitable person there to answer 

technical questions on the SEP. This type of road show seminar can result in welcome 

additional press and other media coverage. 

 

Consideration should be given to using all available media, such as radio and television, 

with press conferences to promote the SEPs.   
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Public awareness 

 

A successful privatisation programme will depend on the support and co-operation of all 

concerned parties. One of the biggest obstacles to privatisation is the attendant loss of 

privilege among some stakeholders.  Transparency is a key word and this can only be 

achieved through a deliberate public information campaign that is designed to inform the 

stakeholders about transactions. Optimum transparency maximises public support for 

privatisation.  A concerted public information exercise should be undertaken and targeted 

at the different interested parties, utilising various channels to reach different audiences.  

The public information exercise will thus increase public understanding and support, 

build political support and internal consensus for the concept of privatisation and the 

benefits. 

 

The aims of the public information campaign for the privatisation programme therefore 

will include: 

 

 Creating a positive environment for privatisation with increased awareness and 

understanding; 

 Building internal communication within government and implementing  units; 

 Building constituencies of support and ownership; 

 Creating an avenue for stakeholders to voice opinion and for policy makers to 

listen.  

 

In this context the “public” includes not only the Zimbabwe public at large, but also all 

“stakeholders” in the SEPs as mentioned above. These latter will include employees of 

the SEPs immediately targeted for privatisation, and their families, customers of the SEP, 

suppliers to the SEP, union officials, government officers, members of parliament and 

anyone who might be affected no matter how slightly by the privatisation of a particular 

SEP. 

 

Support from these groups can make the privatisation of the SEP not only easier to 

transact, but can make the difference between success and failure of the privatisation.  

 

It is therefore worthwhile providing news releases, letters and updating follow up letters 

to the individual members of each of these groups, as appropriate. This is in order to 

explain the reasons for the privatisation of the specific SEP, the benefits that are likely to 

accrue to the country and to them as individuals as a result of the privatisation, and the 

“downside” of not privatising the SEP. 

 

Press releases at regular intervals, prepared by communications professionals and short 

television and radio promotional slots can be used for reaching the public at large. It also 
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helps to arrange for three types of personality to appear and speak on radio or television 

and to endorse the privatisation programme. These can be: 

 

i) Public figures, who should not be politicians, but should be well known sports 

personalities, actors, singers and other performers, as well as occasional respected 

business persons with no links to the SEP to be privatised.  

ii) Ordinary people such as nurses, teachers, farmers, doctors, shopkeepers, bank 

employees etc., again none of whom should have any links whatever to the target 

SEP.  

iii) Executives and employees of the SEP to be privatised (as well as members of 

employees families), and who support the privatisation.  

iv) All of these need to be carefully rehearsed to impart the required positive 

message.  

 

Post Sale Advertising  

 

Advertisements must be placed in the leading Zimbabwe newspapers each quarter, giving 

information on the privatisations that have been completed during that quarter. At a 

minimum, this information will include, in the case of each SEP privatised, such SEP’s 

name, the name of the successful investor, the price paid by such investor and the date the 

privatisation was completed.  

6. ORGANISING A TRADE SALE 

 

Registration procedures 

 

In accordance with the advertisement a person interested in the SEP will make contact with 

the line Ministry. 

 

The Ministry will record the person’s name and contacts details in a register and promptly 

prepare and send to him (wherever possible by fax): 

 

 a letter in the form as in Annex C.9.  

 a confidentiality undertaking  as in the form in Annex C.10.  

 

Confidentiality undertaking 

 

The letter (Annex C.9.) assumes that a confidentially undertaking is required. The letter and 

confidentiality undertaking must be tailored as appropriate. In particular, the date and time 

by which completed Bids must be delivered (to be inserted in paragraph 8 of the letter) 

must be the same as in the relative advertisement. 
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Registration fee 

 

The letter requests the interested person’s payment of the appropriate fee and signature and 

return of the confidentiality undertaking. Registration fee will be determined on a case by 

case basis.  The line Ministry reserves the right to charge more for valuation reports, which 

in its view, are of exceptional length. Fees paid by interested persons will be banked in the 

line Ministry’s account already opened for the purpose and will not be refunded under any 

circumstances. 

 

Upon payment by an interested person of the appropriate fee and, where relevant, receipt 

from such person of the signed confidentiality undertaking, line Ministry shall promptly 

prepare and send (wherever possible by hand or courier): 

 

 a letter in the form set out in Annex C.9. 

 a copy of the Bid procedures in the form set out in Section G. 

 the draft sale and purchase agreement as in Annex C13 or14 as appropriate.  

 the information memorandum for the SEP. 

 In some circumstances an asset valuation report for the SEP would be sent as well if 

appropriate, although in others this would remain be confidential to the line 

Ministry and Government, as Bidders would be expected in any case to prepare 

their own valuations, on which they would decide their Bid consideration. 

 the form of tender as set out in Section G. 

 

The letter assumes that a confidentiality undertaking has been signed. The letter and Bid 

procedures must be tailored as appropriate. Once again, the date and time by which 

completed Bids must be delivered (to be inserted in paragraph 3 of the letter and paragraph 

7 of the Bid procedures) must accord with the relative advertisement. The date and time at 

which qualification Statements will be opened must be inserted in paragraph 17 of the Bid 

procedures. This date must be not more seven days after the closing date. 

 

Fees received from interested persons must be paid promptly in cash or into the following 

the line Ministry’s account: 

 

Name of the Bank: 

Account Name:  

Account No.:  

Currency: (State USD)  

 

Documents to be submitted by Bidders  

 

Bids must contain: 

 a qualification Statement (details of the Bidders, their credibility and capability; 
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 the Bidders Business Plan10 for the SEP (other than for asset sales on liquidation). 

 broad issues relating to their proposal; and 

 the Bid consideration and terms of payment. 

 

Contents of qualification Statements 

   

Qualification Statements should include (as a minimum) details about the Bidder, including 

(as relevant): 

 

 the Bidder’s full name, address and contact details. 

 details of the Bidder’s directors and shareholders. 

 details of the bidder’s existing business. 

 the Bidder’s audited accounts (balance sheet and profit and loss account) for the last 

three consecutive financial years. 

 details of the Bidder’s management, marketing and technical skills.  

 expertise (particularly so far as they relate to the SEP). 

 

Contents of Business Plan 

 

The Bidder must prepare a Business Plan for the SEP, including, by way of example: plans 

for the development of the SEP, with regard to its:  

 

 Rehabilitation and, as relevant, down-sizing or expansion and the timing of the 

implementation of those plans. 

 Intentions with regard to employment, proposed staff training programmes. 

 Proposals for staff participation in the SEP. 

 Investment plans, the amount of investment, its timing and how the investment 

capital will be used, also details of how the investment will be financed. 

 Marketing approach and initiatives proposed for the SEP, including: export 

prospects and anticipated opportunities to expand beyond traditional or existing 

markets; 

 Five year business plan showing: forecasts of sales and changes in customers and 

products over the five years. 

 Five year projections of the financial State of the privatised business, as pro-forma 

balance sheets, income Statements and cash flow Statements. 

 

The indicative content of a typical Business Plan is attached as detailed in Section F.   

 

 

                         
10 Business Plan – Annex C.F5 



 

39 

 

Broad issues relating to the proposal 

 

Where there are social and economic effects arising from a change of ownership, the 

Bidder should describe his or her approach of handling them, including: 

 

 impact on the local community (particularly where the SEP has  

 traditionally provided social services and/or infrastructure); 

 impact on competition and the regulatory environment;  

 environmental impact; 

 

Consideration and terms of payment 

 

The Bid must include as a minimum: 

 

 the price offered for the shares of the SEP, clearly indicating the currency of 

payment and shown in the equivalent United States Dollars. 

 in the case of an indebted SEP, the amount of that debt that the potential investor is 

prepared to take over.   

 if the offer is not on the basis of cash in full on completion, the precise timing of 

any deferred payments; 

 in the event of deferred payments, details of the security proposed to be given; 

 a detailed explanation of how the Bidder intends to finance the acquisition. In the 

case of an offer made from existing resources, the Bidder will be expected to 

provide written confirmation from its bank or financial adviser that the necessary 

funds will be available. In the case of an offer not made from existing resources, the 

Bidder will be expected to provide written confirmation from its arrangers or 

providers of finance that arrangements have been made, or will be made, to provide 

the necessary finance;  

 

Due diligence 

 

Investors who may need to undertake due diligence on the SEP may do so as guided in due 

diligence procedures outlined in Section F. 

 

Earnest Money 

 

Earnest money in the form of a Demand Draft / Pay-Order equivalent to 2.5% of the SEP 

valuation (less any long term loans to be taken over by the Bidder) in US$ must be 

enclosed with the tender. The Demand Draft / Pay-Order will be issued in favour of the 

Ministry of Finance and Economic Development and should be en-cashed in any branch of 

the scheduled banks in Harare. Earnest money in any other form will not be accepted. 
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Delivery of Bids 

 

Requested number of copies of completed Bids must be sealed in separate envelopes, 

clearly marked on the top right hand corner with the name of the Bidder and the name of 

the SEP. The Bids must be delivered against official line Ministry receipt (and entry in the 

Bid log), by hand, courier or post, to the line Ministry offices on or before the relevant 

closing date and time. 

7. COMPLETION AND POST-COMPLETION 

 

Completion of the sale and purchase will take place on the date specified in the relative sale 

and purchase agreement. Completion will involve the delivery by the line Ministry to the 

buyer of the documents identified in the agreement and the payment by the buyer of that 

part of the purchase price that is due on completion. 

 

Privatisation proceeds 

 

Privatisation proceeds received from a buyer (whether before, at or after completion) must 

be paid promptly into the line Ministry account or other account specifically nominated. In 

the case of a company being privatised which is currently owned by a holding company or 

trust which is the “seller”, then the proceeds would first be paid into an account of the seller 

before transfer to another bank account nominated (usually) by the Ministry of Finance and 

Economic Development. 

 

Employees 

 

Successful Bidders will be able to re-employ such employees as they consider are required 

to carry on the business efficiently. 

 

Information 

 

Upon request by an interested person for information in connection with the privatisation of 

the SEP, the line Ministry  must provide him, as appropriate, with the details about the 

privatisation, together with the names of unsuccessful Bidders and (where their price Bids 

have been opened) prices offered by them. No charge will be made for this information. 

 

Post Sale Advertising  

 

Advertisements must be placed in the leading Zimbabwe newspapers each quarter, giving 

information on the privatisations that have been completed during that quarter. At a 

minimum, this information will include, in the case of each SEP privatised, such SEP’s 
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name, the name of the successful investor, the price paid by such investor and the date the 

privatisation was completed.  
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Annex C.1 

 

USE OF A “GOLDEN” OR SPECIAL SHARE 

 

1. Purpose 

 

A “golden” share is single share in a company retained by a government 

following privatisation of that company and to which are attached special rights. 

The “special rights” are intended and may be exercised to prevent the company 

from taking some action that was judged by the government before privatisation 

not to be in the public interest.  

 

The types of action the “golden” share is intended to guard against could be: 

 

 Sale of 100% of the equity to a foreign investor of a company that has been 

designated as a “strategic SEP” such as a defence sector company or the 

national telecommunications company.  

 

 The breakup of a specific company and liquidation of its assets, without the 

agreement of the holder of the “golden” or special share.  

 

The holder of the golden share therefore has right to override a Special Resolution 

of shareholders that may have been taken to achieve the prohibited action.  

 

2. Need to keep special rights to a minimum 

 

The “special rights” attaching to a golden share should be kept to the absolute 

minimum necessary to prevent one or very few actions taking place, which are 

unambiguously agreed at the time of privatisation to be not in the public interest. 

Otherwise the existence of the special share will adversely affect the market price 

of the ordinary shares of the company, as the stock market will interpret the 

existence of it as a sign of potential interference by the government in the 

operation of the company. This will have the effect of depressing the price of its 

ordinary shares and hence of its market capitalisation to the detriment of interests 

of all shareholders.  

 

3. Cancellation of the “golden” share 

 

The “golden” or special share should therefore be cancelled, as soon there is 

confidence that the actions for which it was created will not have a detrimental 

effect. (Preferably not more than five years or so following its issue if that is 

feasible.) The reason for its cancellation could be that there have been various 
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developments since privatisation so that a different situation pertains, and the 

threats (or perceived threats) posed at the time of privatisation no longer exist. 

 

For example, a major reconstruction of the company may be needed to address 

corporate development needs; this may include disposal of one or more subsidiary 

companies or closure of specific activities. All of which would be in the interests 

of the shareholders, and in the interests of the country in bringing in new 

investment, creating new jobs, and increasing profits and so ensuring an increased 

future tax stream to the Treasury. With a golden share still in existence these 

actions would have been precluded.  
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Annex C. 2 

 

STAGES IN PRIVATISATION 

 

The stages in privatisation can be summarised as follows. These are the standard terms as 

used by SERA. 

 

Stage I: Initial review and planning Stage 

Inclusion in programme, followed by initial review and timetabling 

i) Accepted as part of the privatisation list.  

ii) Under informal investigation (SEP and Line Ministry visits) in order to determine 

the initial likely time-frame and possible routes; initial communication with 

National Indigenisation and Economic Empowerment Board (NIEEB); review of 

the extent of information available. 

iii) Initially timetabled into the fast track list or equivalent, and overall 

assumptions/direction reported, and inclusion of the privatisation in SERA and Line 

Ministry budgets; and donor relations. 

iv) Establishment of task allocation and sub-contract policy – SERA, sub-contractors, 

and Line Ministry. 

 

Stage II: Detailed assessment Stage 

Privatisation strategy and key issue assessment 

i) Initial financial and commercial assessment, and possible identification of 

employment/environmental issues - and ‘options paper’ if necessary. (Indicative 

valuation also if necessary)  - ‘financial diligence’. 

ii) Initial SEP legal assessment – legal status, ownership, existence of shareholder 

agreements – ‘legal diligence’. 

iii) Establishment of need for, and strategy towards, regulatory/monopoly issues and 

sector structure – ‘regulatory diligence’. 

iv) Presentation of privatisation strategy, including methods of sale, percentages to 

whom, employment, indigenisation, environmental damage, legal entity formation, 

debt treatment etc. plus strategy requirements on other parts of government 

(treatment of debt, regulatory change, monopoly, price control, licensing e.t.c.). 

 

Stage III: Approval by Inter-Ministerial Committee and Cabinet Stage 

Discussion of issues and stakeholder interests leading to approval 

i) Formal submission of approach to CCPD. 

ii) Responses to questions and further research and assessment where needed. 

iii) Discussion and presentation to Cabinet, and formal issue of Cabinet decision. 

iv) Refinement of privatisation budget – SERA and Line Ministry. 
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Stage IV: Pre-privatisation preparation stage 

i) Production of information memorandum, brochure, and briefings etc (Prospectus, if 

share issue or placement), and establishment of pre-qualification process and pre-

qualification criteria if necessary. 

ii) Preparation of formal documents and guidelines for SEP sale (tender documents, 

listing papers) including conditions of sale and Bid acceptance criteria. Legal 

review of procedures. 

iii) Presentation of marketing and PR strategy, and initial ‘pre-marketing’ activity (e.g. 

including initial discussions with ‘sales channels’: embassies, Brokers, etc). 

iv) Procedures Manual compliance check, pre-launch meeting of all relevant parties 

and ‘sign-off’. 

 

Stage V: Privatisation transaction stage 

i) Transfer of equity to NIEEB and for employee purchasing. 

ii) Advertising and Public Relations for launch, and invitations to Bid or participate, 

contracting with brokers etc Investor search. 

iii) Supply of Information Memorandum/Prospectus (etc.) and other documents to 

interested parties, final creation/opening of Data room, and pre-qualification if 

necessary. Receipt of bids/offers/holding of auctions etc. 

iv) Bid evaluation and negotiation and finalisation of contracts, agreements and 

memoranda of understanding. Legal review of Bids. Contract signature and 

approval for formal completion. (‘Sale and purchase agreement’ if necessary). 

v) Formal closure. Auditors certify accounts. Formal supply of immediate warranties 

and undertakings as agreed. Formal incorporation and formulation of Memorandum 

and Articles. Settlement of liabilities if agreed. Listing compliance etc. 

vi) Receipt of payment, and establishment of security for deferred payment. Physical 

hand-over of assets, subject to contractual conditions. Share allotment. 

 

Stage VI: Post completion stage 

i) Report on undertakings by other parties and other parts of government, including 

confirmation of institutional responsibilities for enforcing sale conditions. 

ii) Implementation of debt, warranties, liability agreements, indemnities, and audit of 

stock, and subsequent actions. 

iii) Redundancy and labour agreements implemented (under legal supervision). 

iv) Implementation of agreements on regulatory change, licensing etc. and 

environmental remediation if required (possibly a longer term process, depending 

on circumstances). 
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Annex C.3 

 

PRIVATISATION BY SHARE ISSUE 

 

1. Reasons and opportunity for use of the method 

 

This approach is ideal for SEPs that are heavily indebted, but which would be 

commercially viable if they had a new capital injection. This method is also 

known as “privatisation by recapitalisation”.  

 

2. The process 

 

The process is for the SEP to be incorporated, following repeal of the appropriate 

SEP enabling legislation, and then for new investors to be invited to Bid for a 

majority stake in it under a tender process. Frequently the form of this will be by 

invitation to target potential investors following an investor search. This equity 

stake could be for anything not over 49%, but may need to be much higher than 

this in order to be sufficiently attractive to a suitable potential investor. This is in 

view of the tasks he will need to undertake to “turn around” the new company 

from its previous level of performance as a SEP.  

 

Assuming (in this case) that the State wishes to retain some of the equity, the 

company would then issue the required number of new shares to the investor in 

order for him to achieve the percentage majority equity holding agreed. This 

being as compared with the number of ordinary shares currently held by the State, 

and which number would remain the same as previously.  

 

3. Consideration and transaction value 

 

The consideration paid by the new investor for his shares will be the new 

investment he makes in the company. In this way, although the State will hold the 

same number of shares as before (of the same nominal value), the new investor 

will acquire a majority holding of the percentage agreed. The excess of the new 

investor’s investment over the nominal value of the shares he receives will be 

credited to a share premium account in the normal way. The transaction value will 

therefore be the total new investment put into the company by the new investor, 

as there will be no “sale proceeds” available to the Treasury. 

 

4. Evaluation of investor proposals and importance of the business plan 

 

The evaluation of any competitive proposals (or Bids) from potential investors 

will be based on the business plans they submit, and not on the actual value of the 
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investment they propose to make in the company. The same approach to 

evaluation of investors’ plans will be used as that summarised later in this manual 

in respect of the “Best-business-plan” methodology, which is very similar to 

much of Privatisation-by-share-issue. Some of the issues that will come into the 

evaluation will include job provision in the long term, environmental issues, the 

present value (PV) of the projected tax and foreign exchange streams etc.    

 

Diagrammatic representation 

 

The diagrammatic representation below is a simplification of the process of privatisation 

by share issue. 

 

Stage 1:  State SEP heavily indebted. First action is incorporation under 

Companies Act. 

 

     Debt to Government and others US$$120 

 

SEP incorporated under the Companies Act.  

Government 100% owner 

 

Stage 2: Newly incorporated company makes new issue of shares 

 

 

 

Debt to Government and 

others still US$120 

 

Government 100% owner 

 

Stage 3: Share issue sold to new investor – reducing Government equity  

  position 

 

Cash proceeds from share 

sale US$156 paid to company 

and credited to share 

premium account. 

 

Debt to Government (and 

 agencies) still US$120  

Government 49% owner  New investor 51% owner 

 

 

State SEP. 100% 
Government owned. After 
incorporation 
Government 
holds 100 US$1 shares 

Government holds 100 
US$1 shares in the 
newly incorporated 
company. 

Company makes a 
capital increase of 104 
US$1 shares 

104 US$1 shares sold 
to new investor for e.g. 
US$1.50 per share 

Government holds 100 
US$1 shares 
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Stage 4: Debt retired, surplus cash used to develop company 

 

Company uses US$120 cash 

to retire debt, and balance 

US$36 for needed new 

equipment and working 

capital.    

Company balance sheet now 

clear of debt. 

 

Stage 5: The Company already listed on ZSE thrives, share price increases. 

Government now sells its total shareholding. Most to the new 

investors (as will have already been agreed at Stage 3) some to 

National Investment and Economic Empowerment Board (NIEEB) 

(possibly some to the public – not shown).  

 

 

 

 

 

 

In some cases it will be possible to clear all of the balance sheet debt by this 

recapitalisation following the new share issue. In other cases it will be necessary (simply 

because of the size of debt) for the Government to accept conversion of some of the debt 

into equity as a means of writing off the balance that cannot be covered by the new share 

issue. This will need to have been done in advance of making the new share issue. 

 

A few years later, when the company is thriving following involvement of the new 

investor, the Government’s equity can be sold direct to the new investor or on the market 

(depending upon agreements made at the time of the original sale of shares to the new 

investor) so reducing the total loss on debt conversion that the Government had accepted 

earlier. 

 

 

 

 

 

 

 

 

 

 

New investor holds 104 
US$1 shares 
i.e. 51% of equity 

Government holds 100 
US$1 shares 
i.e. 49% of equity 

NIEEB sold ca.10% of 
total shares by 
Government i.e. 20 
nominal US$1 shares. 

New investor holds 104 
shares and now buys 
further e.g. 80.  
Total 184 or 90% 



 

49 

 

Phases of identifying a strategic partner through private placement 

 

Phase 1         - Initial planning – Government through line Ministries and SERA 

prepare for the identification of a strategic partner. 

 

Phase 2         - Setting up the Government Team – Technical Committee 

-             Interaction with the Office of the President and Cabinet (OPC), 

Line Ministry, Government Ministries and Departments, the SEP 

and various stakeholders. 

 

Phase 3 - Appointment of advisers and service providers 

 - Preparation of the following:   

 

i) Business review of the SEP 

ii) Information Memorandum 

iii) Valuation report 

iv) Review of restructuring options 

v) Criteria for selecting the strategic partner 

 

Phase 4 - Presentation to Cabinet on the restructuring options for  

   approval. 

 

Phase 5          - Organising tender. Competitive bidding or private placement. 

 

Phase 6 - Preparation and invitation of bid documents. 

 

Phase 7 - Advertising and marketing.  

- Public awareness. 

 

Phase 8 - Receipt and evaluation of bids. 

 

Phase 9        - Recommending to Cabinet Committee on Parastatals Development 

(CCPD) and Cabinet the winning bidder for approval.  

  

Phase 10   - Negotiations, signing of agreements, completion and post  

  completion. 

 

Phase 11 - Post monitoring and evaluation. 
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Annex C. 4 

 

MANAGEMENT & EMPLOYEE BUY-OUTS, MANAGEMENT BUY-OUTS, 

MANAGEMENT BUY-INS AND COMPOSITES 

 

1. Types of buy-out 

 

Management Buy-outs
11

 (MBOs) and Management Buy-ins (MBIs) and 

Management and Employee Buy-outs (MEBOs) which are all similarly arranged 

have a place in privatisation. All of these methods and the composite “Buy-in-

management-buy-out” (BIMBO), where the existing management team is 

supplemented with outside management expertise, are all possibilities for disposal 

of non-core activities, usually following separate incorporation of those activities 

as individual companies. The MBO/MBI/MEBO mechanism is not limited to 

those situations though.  

 

2. Selection of appropriate MBO/MBI candidate SEPs 

 

Suitable SEPs candidate, spin-offs from SEPs (and companies) for MBOs etc. are 

likely to have the following characteristics: 

 

 A stable or growing market. 

 Cash flows that are not unduly volatile. 

 Substantial asset backing as security for loans. 

 Restricted necessary expenditure on fixed assets in the years immediately 

following the buyout. This is necessary in order to minimise cash outflows in 

the critical early period. 

 The ability to “squeeze” working capital in the early years, in order to 

generate the cash needed to service and retire loans. 

 Ideally surplus assets (fixed and current) that can be liquidated to retire long 

term debt. 

 A capable and well balanced management team all with good track records if 

an MBO and similarly for an incoming MBI team.     

 A feasible exit route for the team (and the backers) in the longer term, either 

via a stock market flotation or by trade sale to another company. 

 

3. Financing MBOs 

 

An MBO is usually regarded as either the acquisition of a controlling equity stake 

in an PE by the existing management team, or one in which the management team 

                         
11

 MEBOs, MBOs, MBIs and the composite BIMBO see Glossary. 
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still has a major personal financial commitment, but may be heavily supported by 

a financing group.  

 

Because of the need for investment funds, which the individual managers rarely 

have, these transactions have tended to be highly leveraged (or geared) with a 

high debt/equity ratio, and usually requiring relatively large collateral pledges of 

personal net worth on the part of the buy-out (or buy-in) team. The debt may have 

been arranged from various sources such as a venture capital group, high net 

worth individuals, occasionally (but not frequently) banks, plus other sources of 

senior, mezzanine
12

 and junior
13

 financing, in some cases with high yield bond
14

 

financing.  

 

The high leveraging (requiring high levels of debt servicing) increases the risk of 

failure of MBOs/MBIs, as even a relatively minor downturn in the business and 

profits, and particularly shortage of cash flow to meet the non-flexible demands of 

debt servicing, can force the company into liquidation. In general, pure MBIs 

have a lower success rate than MBOs or BIMBOs. In all cases there needs to be 

proportionately large collateral pledges of personal net worth from the 

management buy-out/buy-in team against the debt. The role of the venture capital 

(or similar) group may be limited to a place on the board, or it may require some 

stronger representation (and authority) in the senior management team of the 

company. 

 

If MBOs are to be encouraged in privatisation transactions, it may be necessary to 

arrange for the team to acquire their equity stake at a deep discount to the 

otherwise expected price (or to net asset value – NAV). This would reduce the 

leveraging to some extent and increase the probability of survival of the SEP. 

 

The procedure for handling and negotiating an MBO or MBI is much the same as 

a trade sale. This is because the buy-out (or buy-in) team will have already made a 

prior arrangement with another investor (venture capitalist etc.) and will have 

arranged the necessary debt financing. 

 

1. Variations 

 

Although not MBOs in the strict sense, sale-and-leaseback arrangements are not 

uncommon in MBO transactions. In these the vendor (a government as part of its 

privatisation programme), sells assets and in particular non-core business assets to 

a financing institution, which then leases them back to the buy-out/buy-in team, 

                         
12 Mezzanine finance – see Glossary. 
13 Senior and Junior finance – see Glossary. 
14

 High yield bonds, see Junk Bonds in Glossary.  
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preferably on a finance lease
15

. (Operating leases
16

 have also been used in some 

instances.) Special arrangements are made for land and buildings, which may or 

may not form part of the main lease arrangement. The lease is then serviced out of 

profits.   

 

                         
15

 Finance lease - see Glossary. 
16

 Operating lease - see Glossary. 
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Annex C. 5 

 

EMPLOYEE SHARE OWNERSHIP PROGRAMMES (ESOP) 

 

1. ESOPs in Privatisation in Zimbabwe 

  

There are a number of schemes, all of which are applicable to companies 

following privatisation, for involving employees in equity holdings in the SEPs 

being privatised. None of the programmes used follow exactly the three examples 

summarised below. Privatised companies can implement more than one scheme.  

 

The promotion of employee share ownership in Zimbabwe is one of the ways of 

achieving Government’s indigenisation policy objectives, and will be applied as 

far as is feasible in the overall privatisation programme. The ESOPs will need to 

be developed in conformity with the laws of the country and not simply copied 

from the three examples given below. There are potential tax savings for a 

company operating an ESOP, its employees, and for its shareholders in some 

circumstances (see below under 2). Therefore, tax advice must be sought when 

designing all forms of ESOP scheme.  

 

In Zimbabwe, several private sector companies have already established ESOPs. 

These include banks, manufacturing and trading companies, some following 

privatisation. In other countries, usually no more than 5% to 10% of the 

company’s shares are held via an ESOP, although in Zimbabwe the average 

percentage of company shares involved has tended to be lower than 5% of 

company ordinary shares. 

 

2. Discretionary Employee Share Schemes with Trustees 

 

These can apply to full time employees of the company who have completed a 

minimum defined period of service, usually one year or more, up to the qualifying 

date for entry to the scheme. The minimum service period needs to be defined by 

the Board of directors of the company. 

 

The scheme is constituted by a trust deed establishing an Employee Share 

Ownership Trust (ESOT) that provides for the scheme to function as either one or 

both of the following: 

 

Scheme 1: The trustees are provided with funds each year by the company, with 

which to buy ordinary shares in the company. These shares are then allocated to 

eligible employees who have expressed a wish to participate in the scheme. The 

directors will decide the funds allocated each year, and hence they will determine 
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the amount available for each employee. The tax benefit to the employee is that 

he or she will not be taxed on the allocation of shares to the Trust for his or her 

benefit.   

 

Scheme 2: Employees who are eligible can be invited to contribute funds, which 

will be by the trustees to purchase ordinary shares in the company on the 

employees’ behalf. There is likely to be an income tax saving to employees on 

funds from income contributed to the ESOT for this purpose. 

 

These schemes come into being at the time of the initial share issue of the 

company at the time of privatisation, and the option to allocate additional shares 

to the employees is available annually thereafter. The Board of directors decides 

each year whether the scheme is to operate, i.e. whether it is to have additional 

funding from the company that year, and the amount of the company’s profits that 

will be allocated to it. The proportion cannot exceed a set percentage of the 

company’s profits, as stated in the trust deed.  

 

There are also tax implications for the company. Briefly, the company may be 

able to deduct from its pre-tax profits the funding contribution it makes to the 

Trust in any year. These being funds with which to purchase shares, to meet the 

Trust’s operational costs and for the Trust to repay loans and interest on loans 

received to buy shares.   

 

The maximum value of shares that may be allocated to any employee in any one 

year is limited. The shares must be held by the trustees, usually for a period of 

two years as a minimum, and cannot be sold, transferred or otherwise dealt in 

during that period except in special circumstances. These would be such as the 

death of the employee, termination of employment through redundancy, disability 

or injury, or reaching pensionable age.    

 

For the three years following those two initial years referred to above, the trustees 

must hold the shares unless the employee gives instructions for their disposal, but 

again professional tax advice must be sought. The shares may be transferred from 

the trustees to the employee after that period. A capital gains tax liability would 

arise for the employee on his or her eventual sale of the shares. 

 

The obvious incentive to employees is that the funds allocated to the trust are 

stated as a percentage of the company’s profits. So it is in the individual 

employee’s interest to do whatever he or she can to maximise those company 

profits each year.  
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There may be capital gains tax savings to shareholders in some circumstances, on 

sale of their shareholding in the company to the ESOT.  

 

3. Employee Savings Related Share Option Schemes 

 

Each employee enters into a “Save-as-you-earn” contract for him or her to make a 

regular contribution to the scheme, subject to both a minimum and maximum 

amount. The employee joining the scheme has the option to subscribe for shares 

in the company at the time of issue.  

 

The price of the shares to be paid by the employees is decided by the company’s 

Board of directors, but cannot be less than a stated percentage (e.t.c. depending 

again on tax implications) of the average market price of the shares on the last 

few business days before the date of the offer of participation in the scheme.  

 

4.       Executive Share Option Schemes 

 

Full time executives and executive directors of the company, who are more than 

two years from their normal (contractual) retirement date, may be granted options 

to buy ordinary shares. Membership of the scheme is normally limited to those 

relatively few senior executives and executive directors who are in positions to 

make a direct contribution to the company’s profitability. The scheme is not 

intended to be merely a free-gift benefit package for all employees, but must act 

as a true motivating and rewarding scheme for those senior employees who really 

do contribute to the company’s success and shareholder value. This is an essential 

point, since executive share option schemes have the effect of diluting shareholder 

value unless that value is enhanced by alternative compensating means. Therefore 

the operation of such a scheme must have a motivating effect which more than 

compensates for this negative effect. 

 

The options may normally only be allocated to executives during a set period 

following the date of announcement of interim or final results for the company. 

The minimum subscription price is fixed by the Board of directors, and must not 

be less than the average market price of the shares over the few (usually 3) 

business days preceding the date of the grant of options. Normally no executive 

may be granted options with an aggregate subscription price exceeding a stated 

multiple of his annual salary. Again Zimbabwe tax considerations will influence 

this decision. 

 



 

56 

 

Annex C. 6 

 

PRIVATISATION OF MONOPOLIES 

 

1. Timing the implementation of independent monopoly regulation 

 

In planning the privatisation of SEPs monopolies such as the utilities (both State and 

municipally owned and operated), it will be essential for a monopoly regulatory structure 

to be developed and implemented, and desirable that is should be in place and operating 

before privatisation takes place. The regulatory agency or commission should be as 

independent as possible from both official interference, and from influence by the 

industry to be regulated. 

 

Independent regulation is needed in order to prevent monopoly abuse and to protect 

consumer interests. This is true whether the monopoly SEP planned for privatisation is a 

“natural” monopoly e.g. power transmission, a public water supply (reticulation) system 

or the railway’s permanent way among others, or a de facto monopoly at present e.g. the 

Public Switched Telecommunications Network (PSTN).  The point is that a privately 

owned monopoly is more likely to abuse its position than a State owned monopoly, since 

its management team is motivated (and often incentive driven) towards optimising profits 

and shareholder value. The management must be allowed to achieve those aims, but not 

at the expense of the public by means of monopoly abuse. The regulation of monopoly 

utilities aims to ensure that this is done. 

 

The time necessary to establish a monopoly regulatory structure and to have it operating 

should not be underestimated. It will usually take at least two years before it functions 

effectively. In realistic terms therefore it will rarely be possible to have the utility 

monopoly regulatory system and structure fully effective operationally, before the public 

utility is privatised, and so the privatisation and implementation of the regulatory 

structure will often need to progress in parallel. 

 

2. Alternative approaches to regulation 

 

A full description of monopoly regulation options and regulatory structures is outside the 

scope of this Privatisation Procedures Manual. It will suffice to say that the principal 

methods of regulation are: 

 

 “Rate-or-return” (ROI) or “Cost-of-service” regulation, and  

 “Price-cap” or “Incentive-based” regulation. 

 

These can be combined with regulation of quality of service, which is applicable to either 

of the above. 
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Of the two main alternatives (although there are composites and variations of both), the 

most appropriate is likely to be the one that more accurately simulates a competitive 

situation, so effectively forcing improved commercial performance of the public utility as 

would a competitor if it were possible to have one
17

. Price-cap regulation probably meets 

this need best, and is being used successfully in many countries that previously had their 

utilities fully owned by the State, and therefore previously subject to continuous official 

intervention.  

 

2. “Price cap” or “incentive” regulation of monopolies 

 

Under this system, increases in prices or tariffs are linked to increases in the known retail 

(or consumer) price index (RPI). The relationship is usually  “I = RPI – x” where “I” is 

the percentage increase in price or tariff allowed, and “x” is the efficiency factor set after 

periodic negotiation (usually 3 years or so) between the industry (i.e. the monopoly 

company) and the regulatory agency. The formula is intended to reflect the scope for cost 

saving to be achieved by the management of the monopoly being regulated.  

 

In many utility companies there is a need for essential post-privatisation new investment 

which will have to be gradually provided for out of revenue. Further, there may be 

extraneous factors outside the control of the management of the company, such as fuel 

cost increases in the case of thermal generation of power. Either of these situations would 

make it impossible for the company to exist within the simple I = RPI –x formula. In 

those cases, the formula could be modified to “I = RPI – x + y” where “y” is the “cost 

pass through factor” that the monopoly company (i.e. the industry) is allowed to pass on 

to its customers, i.e. the consumers of the utility service. 

 

The attraction of the price cap system is that it provides an incentive to the company 

management to seek economies and reduction of operational costs, and hence to achieve 

increases in its margins, whilst still keeping below the allowed ceiling price increases. In 

doing this the company optimises the growth of shareholder value over the long term.  

 

3. Rate of Return (or Cost of Service) regulation of monopolies  

 

Conversely cost of service (or rate of return) regulation conventionally allows a fixed 

return on investment (again periodically re-negotiated), so giving little incentive to 

reduce costs, or minimise new investment, but rather the opposite. The reason is that by 

increased investment, the company can increase its net distributable profits, since it will 

achieve the target rate of return on a larger asset base. On a cost-plus system, the higher 

the costs, again the higher the allowed profits as a fixed addition to costs. 
                         
17 This is obviously the reason for encouraging new entrant competitors where this is feasible, rather than 

allowing private monopolies to continue. Separation of telecommunications into PSTN and cellular systems 
owned and operated by different corporate entities is one way of introducing competition into that utility 
industry. 
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4. Regulation of quality of service 

 

Quality of service can be regulated in several ways. Of these, two ways that can be 

applied in parallel are: 

 

 by means of setting guaranteed standards of service which the company must not 

breach on penalty of a form of fine or compensation paid directly to the individual 

customer or customers affected, and  

 

 by application of general performance standards assessed each year (or other period), 

with financial penalties applied by the regulator to the company, for non-compliance 

with these general quality performance standards. 
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Annex C. 7 

 

FORMAT FOR REQUESTS FOR APPROVAL TO PRIVATISE    

 

Date: dd/mm/yy 

 

Secretary to the Office of the President and Cabinet  

Government Offices 

Harare 

 

Re: CCPD/Cabinet Privatisation (Or Divestiture) Approval Request  

 

This is a formal request for approval for the [Line Ministry] to proceed with the 

privatisation of (or divestiture of the shareholding of the Government of Zimbabwe in) 

__________________________________________________________(name of SEP). 

 

Information on the SEP, and issues related to its privatisation or divestiture are included 

below. 

 

Basic information on the SEP 

 

Name of SEP or company  

Contact in the company (name, position, 

telephone number.) 

 

Line Ministry responsible  

Contact person at Ministry  

Holding company (if relevant)  

Contact person at holding company  

Location of the SEP 
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2.  Privatisation (or divestiture) proposal summary 

 

 Strategic 

investor 

Small scale 

producers 

Large scale 

producer 

Employees NIEEB Govt 

Current 

shareholding 

      

Proposed       

Method       

Timing       

 

 

3.   Key issues to be addressed in the privatisation (or divestiture) 

 

Debt/losses    

 

Employment 

   

Regulation    

Legal issues to be 

resolved  

   

Name and contacts 

of lawyers 

   

 

4.   Financial information (specify year and source)  

 

Turnover (1999)  Turnover 

(projected 2000) 

 

Cost of sales   Cost of sales 

(projected 2000) 

 

Operating profit  Operating profit 

(projected 2000) 

 

Profit/loss after tax  Profit/loss after tax 

(projected 2000) 

 

Any contingent 

liabilities 

 Any contingent 

liabilities 

(projected 2000) 

 

Name and contacts 

of Auditors  

   

Any qualifications 

to auditors’ report 

   



 

61 

 

 

5.  Any other issues 
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Date 

 

Secretary for [Line Ministry] 

 

RE: Request for Approval to Proceed with Privatisation or Divestiture of [name 

of the SEP] 

 

This is to confirm that the Cabinet Committee on Parastatals Development (CCPD) 

and the Cabinet thanks you for your request for approval to proceed with the 

privatisation/divestiture of [name of SEP]. 

 

Approval of your request is hereby granted to proceed as you have proposed. 

(Tick/initial as appropriate)_______________________________________________.    

 

 

Approval to proceed with the privatisation/divestiture is granted subject to the 

following modifications to your request:  

 

 

 

 

Your request for approval to proceed with the privatisation/divestiture cannot be 

approved immediately, but may you please contact us again as a matter of priority 

to discuss the situation and necessary modifications to your proposal. 

 

Comments: 

 

 

 

 

 

 

For and on behalf of: 

 

1. The Cabinet Committee on Parastatals Development  

 

Signed________________________               ______________________ 

Name, Position    Date: dd/mm/yy 

 

2. Office of the President and Cabinet 
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Signed____________________   ________________________               

  Name, Position     Date: dd/mm/yy 

Annex C.8 

 

OUTLINE PRIVATISATION OPTIONS PAPER 

 

PRIVATISATION OF [ NAME OF THE SEP] 

 

The SEP 

 

Brief description. 

 

The Sector 

 

Brief description and comment on likely competitive position after privatisation. 

 

Valuation 

 

Comment on the [Net Assets and/or Business (Earnings) Bases] valuations and a remark on 

a fair value. Also give reasons why a particular method (or methods) of valuation was used. 

The appropriate valuation methodology will be applied as detailed in Section F item (4). 

 

Pre-privatisation 

 

Discussion of whether any financial restructuring should be undertaken and whether any 

assets should be sold separately, or non-core business units divested separately (as they are 

now or incorporated first). 

 

Privatisation Options 

 

Review of the options including management or all employee involvement in ownership. 

 

Recommendations to Privatise 

 

Discussion of reasons to privatise the SEP. 
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Annex C.9 

 

FIRST LETTER TO INTERESTED PERSONS 

 

Our ref: 

(Name and Address of interested person)                                          dd/mm/yy 

 

Dear Sir 

 

Proposed privatisation of [name of SEP] 

 

1. Thank you for your enquiry in relation to the proposed privatisation. 

 

2. Full Bid documents are now available, comprising: 

 

 2.1 bid procedures 

 2.2 draft sale and purchase agreement 

 2.3 information memorandum 

 2.4  valuation report 

 2.5 tender form. 

 

3. If you would like a copy of the Bid documents, would you please: 

 

3.1  sign and return to us the attached confidentiality undertaking 

(without amendment); and 

1.2 pay to us the appropriate fee mentioned at 4 below. 

 

4. The fee for the Bid documents (excluding the valuation report) is US$…... The 

fee is non-refundable. Your cheque (crossed) must be made payable to the [line 

Ministry]’s account.  

 

5. The fee for all of the Bid documents (including the valuation report) is US$..... 

The fee is non-refundable. Your cheque (crossed) must be made payable to the [line 

Ministry]’s account.  

 

6. Provided that the other Bid documents have already been purchased, the valuation 

report may be separately purchased by applicants from Zimbabwe for US$…. and 

by others for US$……. The fee is non-refundable. Your cheque (crossed) must be 

made payable to the [line Ministry]’s account.  
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7. For this purpose, a “Zimbabwean” applicant is any citizen of Zimbabwe or any 

company, partnership, association or body, the majority capital or financial interest 

in which is owned by citizens of Zimbabwe.  

 

8. No Bids will be accepted where a person or institution submits a Bid “in trust” or as 

“agent” or with any similar qualification or description. All communications will be 

between the potential bidders and the [line Ministry]. 

 

9. We remind you that Bids from persons who do not comply with the requirements 

set out at 3 above will not be accepted. We also remind you that completed Bids 

must be delivered to us on or before [ ] am/p.m. Zimbabwe time on dd/mm/yy. 

 

10. Should you have any questions about, or comments on, the bid procedure, please 

contact me. 

 

Yours sincerely, 

             

 

 
 

 

Secretary for [line Ministry] 
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Annex C.10 

 

CONFIDENTIALITY UNDERTAKING 

 

[Letterhead of the Bidder]    dd/mm/yy 

 

[line Ministry] 

[Address] 

 

Attention:  The Secretary, 

 

RE: Proposed privatisation of (name of company) (the “Company”) 

 

1. We need information on the Company in connection with our considering 

whether or not to make a Bid for its shares. 

 

2. In consideration of your agreeing to make available such information to us, we 

agree as set out below. 

 

3. We undertake to you that: 

 

3.1 we will not, without your prior written consent, make any 

announcement or disclosure of our interest in the Company; 

 

3.2 all information on the Company the “Information”, namely that 

disclosed to us by you, the Government of Zimbabwe
18

, or the 

Company (or any of your respective officers, employees, agents or 

advisers) will be held in complete confidence and will only, unless you 

provide written consent to the contrary, be used for the “Authorised 

Purposes”, namely the appraisal of the Company and, if relevant, our 

making a Bid for, and negotiating with you the acquisition of, its 

(assets/shares); 

 

3.3 we will disclose the Information only to our advisers and to such of our 

directors, officers and senior employees who are directly concerned with 

the Authorised Purposes and whose knowledge of such Information is 

essential for the Authorised Purposes, and we will ensure that each 

individual to whom such disclosure is made adheres to all the terms of 

this undertaking as if he or she were a party to it; 

 

                         
18

  Add name of Seller, which could be a trust holding the shares or the holding company in the case of 
divestiture of one of its subsidiaries. 
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3.4 we will not make any notes, copies, photographs, drawings or 

recordings of any type whatsoever in respect of the Information, except 

for the Authorised Purposes; and 

 

3.5 in the event that we decide not to make a Bid for the Company’s 

(shares/assets), or our Bid is not successful, or, in any event on your 

written demand, we will destroy any analyses, compilations, studies or 

other documents prepared by us from the Information (such destruction 

to be certified in writing by a senior employee of ours who has 

supervised such destruction) and will return to you the documents 

comprised in the Information Memorandum without retaining any 

copies or notes of them or extracts from them. 

 

4. The undertakings in 3 above do not apply: 

 

4.1 to any Information which can prove to your reasonable satisfaction: 

 

a) was, at the time of disclosure to us, already lawfully in our 

possession; or 

b)  is already in the public domain or comes into the public domain 

after the date of this undertaking except as a result (direct or 

indirect) of an act or omission by us; or 

 

4.2       to the extent that we are required to disclose any information by law to 

any court, fiscal or regulatory authority or in accordance with the rules 

from time to time in force of any recognised stock exchange. 

 

5. Without prejudice to the provisions in 3 above, we undertake that we will not 

make use of the information to solicit orders in connection with business or to 

entice away any customer from the Company or otherwise so as to obtain any 

commercial, trading or other advantage. 

 

6. We confirm that we are acting in this matter as principal and not as agent or 

broker for any other person. 

 

7. We agree that: 

 

7.1 except as expressly set out in this undertaking, no right or license is 

granted to us in relation to any of the Information; 
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7.2 the Information made available to us will not constitute an offer by you, 

or on your behalf, and such Information will not form the basis of any 

contract; 

 

7.3 neither you, the Government of Zimbabwe
19

, the Company nor your 

representative officers, employees, agents or advisers accept any 

responsibility for, or make any representation, express or implied, with 

respect to, the accuracy or completeness of the Information; and 

 

7.4 we will be responsible for making our own decision regarding the 

Information and understand that we will be required in the execution of 

any contract for the acquisition of the Company’s (assets/shares) to 

acknowledge that we have not relied on any representation or warranty 

(whether of fact, opinion or otherwise) except as expressly set out in 

such contract (subject to such limitations and restrictions, if any, as may 

be specified in such contract). 

 

8. We undertake to you (for yourself and as agent for the Government of 

Zimbabwe
20

 and the Company) to keep you, the Government and the Company 

indemnified and held harmless from and against all actions, proceedings, costs, 

expenses, loss and damage whatsoever arising out of or in connection with the 

breach or non-performance by us of any of the terms contained in this 

undertaking. 

 

9. No failure or delay by you in exercising any of your powers, rights or remedies 

under this undertaking shall operate as a waiver of them, nor shall any single or 

partial exercise of any such powers, rights or remedies preclude any other or 

further exercise of them. 

 

10. The provisions of this undertaking shall continue in effect notwithstanding any 

decision by us not to make a Bid for the Company’s (shares/assets) or any 

return or destruction of the Information. 

 

11. This undertaking shall be construed and take effect in all respects in accordance 

with the Laws of Zimbabwe. 

 

 

                         
19

 Add name of Seller, which could be a trust holding the shares or the holding company in the case of 
divestiture of one of its subsidiaries. 

 
20

 Add name of Seller, which could be a trust holding the shares or the holding company in the case of 
divestiture of one of its subsidiaries. 
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Yours sincerely 

 

 

 

 

____________________________         __________________                         

for and on behalf of       Date  

[name of interested person] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

70 

 

 

Annex C.11 

 

 SECOND LETTER TO INTERESTED PERSONS 

 

 

Our ref:  

(Name and Address of interested person)                                     dd/mm/yy 

 

Dear [            ] 

 

RE: Proposed privatisation of [name of SEP] 

 

1. We acknowledge receipt of the signed confidentiality undertaking and your 

payment. 

 

2. We now enclose Bid documents, comprising: 

2.1 Bid procedures; 

2.2 draft sale and purchase agreement; (and) 

2.3 information memorandum;   

2.4 valuation report; and 

2.5 tender form. 

 

3. We remind you that completed Bids must be delivered to us on or before [ ] 

am/p.m. Zimbabwe time on [dd.mm.yy]. 

 

4. Should you have any questions about, or comments on, the Bid procedure, 

please contact me. 

 

Yours sincerely, 

 

 

 

 

Secretary for [line Ministry] 
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Annex C. 12 

 

ASSET SALE AND PURCHASE AGREEMENT 

 

NOTE:  This draft agreement should be regarded as indicative of the contents 

of such an agreement and therefore should be reviewed and tailored by 

a Zimbabwe Legal Practitioner to each specific transaction. It should 

NOT be used unaltered in any privatisation. It is not a standard that 

can be used in all cases 

 

Dated: dd/mm/yy  

 

BETWEEN: 

 

(1) The Government of Zimbabwe acting by the Minister of [       ] (The “Minister”), 

and  

 

(2) [                   ] (the “Buyer”] 

 

Preliminary 

 

A. The Minister has the right, power and authority to sell the Assets to the Buyer. The 

recommendation to the Government to carry out that sale has been approved in 

accordance with the Law. 

 

B. The Minister has agreed to sell and the Buyer has agreed to buy the Assets on the 

terms set out below. 

 

OPERATIVE PROVISIONS 

 

1. Definitions Interpretation 

 

1.1. In this Agreement unless inconsistent with the context or otherwise specified, the 

following expressions have the following meanings: 

 

a. “this Agreement”  means this agreement (and the schedule to it), as varied 

from time to time pursuant to its terms. 

 

b. “Assets” means the Premises, the Plant and Machinery, the Intellectual 

Property and the Stock. 
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c. “Completion” means completion of the sale and purchase of the Assets in 

accordance with Clause 5. 

 

d. “Employees” means the employees of the SEP engaged in the Business. 

 

e. “PE” means [name of the SEP]. 

 

f. “Expert " means [                  ]. 

 

g. “Government” means the Government of Zimbabwe. 

 

h. “Intellectual Property" means the items specified in Schedule 3 attached. 

 

i. “Parties” means the parties to this Agreement; and “party” means either 

one of them. 

 

j. “Plant and Machinery” means the items specified in Schedule 2 attached. 

 

k. “Premises” means the premises specified in Part 1 of Schedule 1 attached. 

 

l. “Consideration” means consideration to be paid for the Assets Stated in 

Clause 3. 

 

m. “Records” means all such records, books, ledgers, lists, contracts, licences 

and other documents or information relating exclusively to the business, as 

the Buyer reasonably requires. 

 

n. “Stock” means all the inventory of raw materials, work-in-progress, 

unfinished goods and finished products of the Business at the Transfer 

Time, including fuel, canteen and office stocks, engineering stocks, garage 

stock, packaging materials, consumable stores, stationery and advertising 

and promotional material. 

 

o. “Transfer Time” means (the time of Completion). 

 

p. “Working Day” means any week day (except Saturdays, Sundays and 

public holidays in Zimbabwe). 

 

q. References to clauses and the schedules are to clauses of and the schedules 

to this Agreement. 
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r. Words importing gender include each gender. 

 

s. References to persons include bodies corporate, firms and unincorporated 

associations. 

 

t. The singular includes the plural and vice versa.  

 

u. Clause headings are included for the convenience of the Parties only and 

do not affect its interpretation. 

 

2. Sale of Assets 

 

2.1. Subject to the terms of this Agreement and for the consideration appearing in it, the 

Minister as the Government’s agent, shall sell and the Buyer shall buy the Assets as 

at and from the Transfer Time free from all charges, liens, encumbrances and 

claims of any kind. 

 

2.2. The Premises are sold subject to the terms specified in Part 2 of Schedule 1. 

 

3. Consideration and Payment 

 

3.1. The purchase price for the Assets shall be the aggregate of: 

a. [                ] and  

b. [the value of the stock calculated in accordance with the clause 3.4 ]. 

 

3.2.1. The Price/That part of the Price referred to in clause 3.1a, shall be apportioned 

between the Assets as follows: 

 

Premises   : [          ] 

Plant and Machinery :    [          ] 

Intellectual Property : [ ] 

(Stock    : [ ] ) 

Remainder of Assets 

[(except the stock)] : [ ] 

 

3.3 [The Price/That part of the Price referred to in clause 3.1] shall be paid on 

Completion by banker’s draft in favour of the Minister of [      ], Government of 

Zimbabwe. 

 

3.4 The Parties shall try to agree the value of the stock at the Transfer Time, such value 

to be calculated on the basis (adopted by the PE in the valuation of stock for the 

purposes of its latest audited accounts). If they fail to do so on or before the (tenth ) 
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Working Day after Completion (or such later date as they may agree), the matter or 

matters in dispute shall be resolved by the Expert to whom such matter or matters 

may be referred by either Party for decision. The purchase price for the stock shall 

be paid by the Buyer to the Minister by bankers draft in favour of the Minister on or 

before the (tenth) Working Day after that on which the Parties either agree the value 

of the Stock or receive the Expert’s decision (as the case may be) in accordance 

with this clause) 

 

4. Apportionments 

 

1.1 All amounts payable or receivable in respect of the Assets which are of a periodical 

nature (including, without limitation, rent, rates, service charges, insurance 

premiums, gas, water, electricity and telephone charges, royalties and other 

outgoings or receipts relating to the Assets) shall (unless otherwise agreed) be 

apportioned between the Parties as at the Transfer Time either: 

 

 on a day-to-day basis; or  

 in relation to amounts which are specifically referable to the extent of the use of 

any property or rights, according to the extent of such use. 

 

4.2 On or before the (tenth) Working Day after Completion the Minister shall provide 

the Buyer with a schedule giving full details of the apportionment referred to in 

clause 4.1 together with (if required by the Buyer) supporting documentation. The 

appropriate amount shall be paid by the Buyer to the Minister or by the Minister to 

the Buyer (as the case may be) on or before the (twentieth) Working Day after 

Completion, unless on that date the amount of any apportionment remains in 

dispute. If there remains a dispute, the appropriate amount shall be paid on or 

before the (tenth) Working Day after that on which the Parties either resolve the 

dispute or receive the Expert’s decision (as the case may be) in accordance with 

clause 4.3. Any payment pursuant to this clause 4.2 shall be paid by banker’s draft. 

 

1.1 If the amount of any apportionment remains in dispute on the [twentieth] Working 

Day after Completion, the Parties shall try to resolve such dispute as quickly as 

possible. If the dispute is not resolved on or before the [thirtieth] Working Day after 

Completion, either Party shall refer it to the decision of the Expert. 

 

5. Completion 

 

5.1 Completion shall take place at [             ] immediately after the signing of this 

Agreement (or at such other place and time as shall be mutually agreed between the  

parties), when the events set out in clauses 5.2 and 5.3 shall take place. 
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4.2 The Minister shall deliver to the Buyer: 

 

 at the principal address of the SEP such of the Assets as are capable of transfer 

by delivery; 

 (subject to any tenancies and other rights of occupation referred to in Part 3 of 

Schedule 1) [vacant possession of the Premises]; and 

 such instruments of transfer (including, without limitation, conveyances, 

transfers and assignments ) and documents of title as the Buyer may reasonably 

require in respect of the Assets (other than those in respect of which title passes 

by delivery). 

 

5.3 The Buyer shall pay (the Price/that part of the Price referred to in clause 3.1(a)) in 

the manner provided by clause 3.3. 

 

5.4 Property and risk in the Assets shall, in the case of each Asset, pass to the Buyer on 

Completion or the date upon which the Minister delivers or transfers the Asset in 

question to the Buyer (whichever is the later). 

 

6. Post Completion Matters 

 

[Insert appropriate undertaking in connection with the Buyer’s business plan if 

appropriate] 

 

7. Exclusion of Warranties 

 

7.1 The Buyer acknowledges that it has not entered into this Agreement in reliance 

upon any representation or warranty (whether of fact or opinion or otherwise) 

relating to the subject matter of this Agreement (or, without limitation, in reliance 

upon any information, warranty, Statement or silence on the part of the Government 

and /or [      ] and/or the SEP and /or any officer, employee, agent or adviser of the 

Government, [      ] or the SEP). Unless required by statute, all representations, 

warranties and conditions, express or implied, statutory or otherwise, in respect of 

the Assets are expressly excluded. 

 

8. Expert 

 

8.1 In each case under this Agreement where any matter or dispute is referred to the 

decision of the Expert: 

 

 the Expert shall act as an expert and not as an arbitrator. 

 his decision (which shall be given by him in writing, stating his reasons for it) 

shall be final and binding on the Parties. 
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 the Expert’s costs and expenses shall be borne by the Parties in such 

proportions as the Expert may decide to be fair and reasonable in the 

circumstances or,  if no such decision ‘s made by the Expert, by the Parties in 

equal proportions. 

 

8.2 Each Party shall promptly provide the Expert with such information as he may 

reasonably require to enable him to reach his decision. 

 

9. Ancillary Provisions 

 

9.1 Time of essence 

 

Time is of the essence of this Agreement in respect of any date or period mentioned 

in this Agreement and any date or period substituted by written agreement between 

the Parties or otherwise. 

 

9.2 Waiver 

 

 No delay or failure by [the vendor] to exercise any of its powers, rights or remedies 

under this Agreement shall operate as a waiver of them, nor shall any single or 

partial exercise of any such powers, rights or remedies preclude any other or further 

exercise of them. The remedies provided in this Agreement are cumulative and not 

exclusive of any remedies provided by law. No waiver by [the vendor] of any 

breach by the Buyer of any provision of this Agreement shall be deemed to be a 

waiver of any subsequent breach of that or any other provision of this Agreement. 

 

9.3 Assignment  

 

Neither Party shall assign, encumber, dispose of or otherwise transfer any of its 

rights under this Agreement without the prior written consent of the order. 

 

9.4 Severability 

 

 If any part of this Agreement is found by any court or other competent authority to 

be invalid, unlawful or unenforceable then such part shall be severed from the 

remainder of this Agreement which shall continue to be valid and enforceable to the 

fullest extent permitted by law. 

 

9.5 Costs and expenses 

 

 Each Party shall pay its own costs and expenses incurred in the preparation, 

execution and carrying into effect of this Agreement. 
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All applicable stamp or transfer duties and registration fees which arise as a result 

of or in consequence of this Agreement shall be payable by the Buyer. 

 

5.6 Entire agreement 

 

This Agreement constitutes the entire understanding between the Parties in relation 

to its subject matter. 

 

Except as otherwise permitted by this Agreement, no change to its terms shall be 

effective unless it is in writing and signed by or on behalf of both Parties. 

 

9.7 Debts 

 

 Any monies received by the Buyer after the date of this Agreement in relation to 

book or other debts owning to the SEP as at the Transfer Time shall be 

immediately remitted by the Buyer to [the vendor] without discount, deduction, 

set-off (whether legal or equitable) or counterclaim whatsoever. 

 

9.8 Announcements 

 

No announcement or circular in connection with this Agreement or any matter 

arising from it shall be made or issued by or on behalf of the Buyer without the 

prior written consent of [the vendor] which shall not be unreasonably withheld. 

This restriction shall not apply to any Statement which is required to be made by 

law or in accordance with the rules from time to time in force of the Zimbabwe 

Stock Exchange or any other applicable recognised stock exchange, provided that 

such Statement is issued only after prior consultation (where practicable) with the 

[vendor]. 

 

9.9 Non-merger 

 

 Notwithstanding Completion, this Agreement shall remain in full force and effect 

as regards any of its unperformed or unimplemented provisions including, without 

limitation, all guarantees, warranties and undertakings. 

 

9.10 Counterparts 

 

 This Agreement may be executed in any one or more number of counterparts each 

of which, when executed, shall be deemed to form part of and together constitute 

this Agreement.  
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This Agreement shall be immediately binding and effective when each of the 

Parties has unconditionally executed either this Agreement or any of those 

counterparts. 

 

9.11 Notices 

 

Any notice required or permitted under the terms of this Agreement shall (unless 

otherwise provided by this Agreement ) be in writing and shall be sufficiently 

served if delivered by hand or sent by registered mail, telex or facsimile to the 

respective Parties as follows: 

 

(i) [the vendor] 

[address] 

Email address:  

Tel:  

[Attention:………….] 

 

(ii) [in the case of the Buyer] to:  [                   ] 

 

or to such other address or telex or facsimile number as may from time to 

time by notice be designated by either Party. 

 

9.12 Any such notice shall be in the English language and shall be deemed (in the 

absence of proof to the contrary) to have been received and given: 

 

(i)   in the case of delivery by hand, courier or registered mail, at the time of 

delivery; 

 

(ii) in the case of telex, at the time of transmission and receipt of correct answer 

back if within normal business hours of the addressee and, if not, at 9.00 

hours Zimbabwe time on the next following Working Day; and  

 

(iii) in the case of facsimile, at the time of transmission if within normal 

business hours of the addresses and, if not, at 9.00 hours local time on the 

next following Working Day. 

 

9.13 Termination 

 

This agreement shall be terminated if either party commits a breach of any of the 

provisions of the agreement.  (N.B. The grounds of termination under this clause 

would normally be limited to specific circumstances such as: non-payment or 

serious non-performance). 
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9.14 Governing law 

 

This Agreement shall be construed and take effect in all respects in accordance with 

the Laws of Zimbabwe 

 

9.15 Jurisdiction 

 

The Courts of Zimbabwe or [    ] International Arbitration Centre shall have 

jurisdiction in respect of all disputes arising under, or out of, or in connection with 

this agreement. 

 

9.16 Arbitration 

 

 Any dispute or difference between the Parties as to the interpretation of this 

Agreement or in respect of any matter or thing arising under, out of or in connection 

with this Agreement shall be settled by arbitration in accordance with the arbitration 

rules as at present in force under the Arbitration Act of 1996 of Zimbabwe [or 

International Arbitration Centre to be agreed between the parties]. 

 

9.17 Force Majeure 

 

No failure by either party to perform in accordance with any provision of this 

agreement, shall constitute a breach of this agreement, if the failure arose from force 

majeure, including Acts of God, war, strikes, sanctions, or changes in laws, 

regulations or the like or other circumstances wholly outside the control of the 

parties. 

 

This Agreement has been signed on the date first stated on page 1 above. 

 

 

Signed by:  …………………….................................................................               

duly authorised for and on behalf of the Minister of  

[              ] of the Government of Zimbabwe 

 

 

in the presence of :………………….....................................................................      

 

 

Signed by:  ……………………..................................................................... 

duly authorised  for and on behalf of the Buyer 
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SCHEDULE 1 

Part 1 - Premises 

Part 2 - Terms relating to the Premises 

Part 3 - Tenancies and other rights of occupation to which the Premises are subject 

 

SCHEDULE 2 

Plant and Machinery 

 

SCHEDULE 3 

Intellectual Property 
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Annex C. 13 

 
 

SHARE SALE AND PURCHASE AGREEMENT 

 

NOTE: This draft agreement should be reviewed and tailored to each specific 

transaction. It should be regarded as indicative of the contents of such 

an agreement and not as a standard which can be used in all cases. 

 

Dated:  dd/mm/yy 

 

BETWEEN: 

 

(1). The Government of Zimbabwe acting by the Minister of [   ] (the “Minister”)
21

 

(the “Seller”) and 

 

(2). [                     ] (the “Buyer”) 

 

PRELIMINARY 

 

 The Company is a company registered with limited liability according to the laws 

of Zimbabwe with an authorised and issued share capital of US$XXX, divided 

into X,000 fixed cumulative preference shares of US$X each and X,000 ordinary 

shares of US$X.00 (X0 cents) each. 

 The Minister is the owner
22

 of the entire issued share capital of US$X00,000. The 

Seller (or Sellers if appropriate) has the right, power and authority to sell the 

Shares to the Buyer. The recommendation to the Government to carry out that 

sale has been approved in accordance with the Law. 

 The Sellers have agreed to sell and the Buyer has agreed to buy the Shares on the 

terms set out below. 

 

OPERATIVE PROVISIONS 

 

1. Definitions and Interpretation 

  

In this Agreement unless inconsistent with the context or otherwise specified the 

following expressions have the following meanings: 

 

a. “Agreement” means this agreement (and the schedules to it), as varied 

from time to time pursuant to its terms. 

                         
21 Or shareholder if different e.g. if a trust holds the shares or the Company is a subsidiary and its holding company 

owns the shares. 
22  Or “beneficial owner” if the shares are held by a trust on behalf of the Government. 
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b. “Approval process” shall mean the formal approval that the Sellers shall 

obtain in accordance with the provisions of Clause 2 from the Cabinet 

Committee on Parastatals Development (CCPD) and the Cabinet. 

 

c. “Completion” means completion of the sale and purchase of the Shares in 

accordance with Clause 7. 

 

d. “Company” means [name of company] Limited.  

 

e. “Consideration” this means the consideration to be paid in accordance 

with Clause 4. The cash component being expressed in United States 

Dollars (USD). 

 

f. “Exchange Rates”: Whenever for the purposes of this Agreement the 

conversion (actual or notional) of USD (or into local currency where 

necessary) or vice versa is required to be made, the applicable exchange 

rate shall at the relevant date be the average between the official selling 

rate and the official buying rate quoted by the Reserve Bank of Zimbabwe 

for the exchange of USD to local currency (or vice versa) one Business 

Day before the relevant date. Provided that if on the date one Business 

Day before the relevant date no such official selling and/or official buying 

rate shall be quoted by the Reserve Bank of Zimbabwe, then the 

applicable exchange rate shall be the average between such official selling 

and official buying rates last quoted by the Reserve Bank of Zimbabwe on 

a Business Day nearest to the relevant date. 

 

g. “Government” means the Government of Zimbabwe. 

 

h. "Investment Sums" shall mean the sums that the Buyer agrees to invest 

in the Company in accordance with the provisions of Clause 6.  

 

i. “Parties” means the parties to this Agreement; and “Party” means either 

one of them. 

 

j. “Shares” means all the issued shares in the capital of [name of company] 

Limited. 

 

k. “Subsidiaries” means the subsidiaries of the Company set out in Schedule 

1.  

 



 

83 

 

l. “Working Day” means any week day (except Saturdays, Sundays and 

public holidays in Zimbabwe). 

 

m. References to clauses and the schedule are to clauses of and the schedules 

to this Agreement. 

 

n. Words importing gender include each gender. 

 

o. References to persons include bodies corporate, firms and unincorporated 

associations. 

 

p. The singular includes the plural and vice versa. 

 

q. Clause headings are included for the convenience of the Parties only and 

do not affect its interpretation. 

 

2. Condition Precedent 

 

Signature of this Agreement by the Buyer shall be binding on the Buyer. 

Signature by the Sellers shall be binding on the Sellers and the Government of 

Zimbabwe only after completion of the approval process. 

 

As soon as practicable after the Sellers notify the Buyer that they have accepted 

the Buyer’s offer and have signed this Agreement the Sellers shall commence the 

approval process to the sale on those terms. The length of the approval process 

will depend on when agreement is reached with the Buyer. 

 

3. Sale of Shares 

 

The Buyer warrants that it has the right, power and authority to enter into this 

agreement and to conclude this Agreement. 

 

Subject to the terms of this Agreement and for the consideration appearing in it, 

the Minister, as the Government’s agent [or Xyz Trust or ABC Holding Co. Ltd. 

as appropriate that holds the Shares for the Government of Zimbabwe], shall sell 

and the Buyer shall buy the Shares free from all charges, liens, encumbrances and 

claims of any kind, and together with all rights now and hereafter attaching or 

accruing to them and all dividends and distributions declared, made or paid after 

the signing of this Agreement. 

 

 

 



 

84 

 

4. Consideration and Payment 

 

The consideration for the Shares shall be [the itemised sum of cash to be paid, 

debt take over etc. forming the total consideration. All expressed in United States 

Dollars (USD)].  

 

The cash component of which shall be paid on Completion by banker’s draft in 

favour of Mass Media Trust Investment (Pvt.) Limited.  

 

The schedule of the other components of the consideration shall be [   ]. 

 

5.  Undertakings and Acknowledgements 

 

5.1 The Seller undertakes to procure that on Completion: 

 

[Either a or b] 

 

a)  

 the [trustees or holding company] who have held the shares will transfer 

the legal ownership of those shares to the Buyer; and 

 such of the directors of the Company and the Subsidiaries as are 

Government representatives to resign from their directorships in the 

Company and the Subsidiaries. 

 

or b) 

 The Minister undertakes that the nominee shareholders who have held the 

shares since incorporation of the SEP as a Company under the Companies 

Act, will transfer the legal ownership of those shares to the Buyer on 

Completion 

 

5.2. The Buyer acknowledges that it investigated and satisfied itself as to the 

circumstances of the Company and has not entered into this Agreement in reliance 

upon any representation or warranty (whether of fact or opinion or otherwise) 

relating to the subject matter of this Agreement (or, without limitation, in reliance 

upon any information, warranty, Statement or silence on the part of the 

Government and/or the Ministry and/or the Company and /or any officer, 

employee, agent or adviser of the Government, the Ministry or the Company) 

other than the undertaking set out in this clause. Any failure by the Buyer to 

acquaint itself with the available information and the existing circumstances shall 

not relieve the Buyer from the responsibility to perform the obligations required 

of it under this Agreement. 
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5.3. Except for that undertaking or unless required by statute, all representations, 

warranties and conditions, express or implied, statutory or otherwise, in respect of 

the Company, its business, property or other assets are expressly excluded 

(including, without limitation, representations, warranties and conditions as to 

profitability, viability and prospects of the business of the Company). 

 

5.4 The Buyer unconditionally undertakes and agrees with the Sellers that it shall 

maintain the Company as a going concern and shall take no action to close the 

Company for a period of [number] years after Completion. 

 

6. Investment Commitments 

 

6.1. The Buyer unconditionally agrees with the Seller that it shall for the benefit of the 

Company invest the Investment Sum of [             ] in accordance with the 

provisions set out in Schedule 2 of this Sale and Purchase Agreement.  

 

6.2. The Investment Sum shall be financed as follows: 

 

(a) The Investment Sum and the sums required to implement the capital 

investment projects referred to in Schedule 2 of this Share and Purchase 

Agreement, shall be made through capital contributions by the Buyer to 

the Company from sources [inside / outside] Zimbabwe. 

 

(b) The Investment Sum made through capital contributions may be satisfied 

by cash contributions or non-cash contributions to the Company.  A firm 

of chartered accountants agreed between the Sellers and the Buyer shall 

independently determine the value of such non-cash contributions. Any 

contribution of a license, intellectual property, or other intangible property 

shall be excluded from any calculation of the amount of the Investment 

Sum that has been made. 

 

(c) The Buyer shall have the right to acquire new shares of the Company as 

consideration for any Investment Sum.  The price for each new share shall 

be at least equal to the higher of the book value of such share (determined 

as of the most recent practicable date) or the nominal value of the share. 

 

6.3 The Buyer shall retain, at its own expense, the firm of chartered accountants 

referred to in Clause 6.2 above and shall cause such accounting firm to deliver to 

the Buyer and the Sellers no later than 31st December in each of the year during 

the period the Buyer is required to invest the Investment Sum, a certificate 

describing the performance by the Buyer of its obligations under clause 6.1 in the 

preceding year. The certificate shall State the nature and amount of each 
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investment (as well as the value of non-cash investments) made or contractually 

committed during the preceding year as well as the cumulative investment made 

from the date of completion of this Agreement until the date of the certificate. 

 

6.4 As soon as practicable after Completion the Buyer shall or will cause its Affiliates 

to, make available to the Company the trade names, technology, and other 

intellectual property described in Schedule 3 as well as such other technology, 

technical assistance, know-how, training and other intellectual property, as may 

be reasonably necessary to modernise the Company's business and support the 

existing or future business of the Company. 

 

7. Completion 

 

7.1 Completion shall take place at the Ministry offices within 7 days of the Sellers 

notifying the Buyer of completion of the approval process in accordance with the 

provisions of clause 2 (or at such other place and time as shall be mutually agreed 

between the Parties), when the events set out in clauses 7.2 to 7.4 shall take place. 

 

7.2 The Sellers shall deliver to the Buyer transfer(s) in respect of the Shares duly 

executed in favour of the Buyer, accompanied by the relative share certificate(s). 

 

7.3 The Sellers shall procure the passing of resolutions of the Company: 

 

v)  approving for registration the transfer(s) referred to in clause 7.2 (subject 

to their being duly stamped ).  

 

(ii)  appointing such persons as the Buyer may nominate as directors of the 

Company. 

 

7.4 The Buyer shall pay the consideration for the shares in the manner provided by 

Clause4. 

 

8. Ancillary Provisions 

 

8.1 Time of the essence 

 

 Time is of the essence of this Agreement in respect of any date or period 

mentioned in this Agreement and any date or period substituted by written 

agreement between the Parties or otherwise. 
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8.2 Waiver 

 

 No delay or failure by the sellers to exercise any of its powers, rights or remedies 

under this Agreement shall operate as a waiver of them, nor shall any single or 

partial exercise of any such powers, rights or remedies preclude any other or 

further exercise of them. The remedies provided in this Agreement are cumulative 

and not exclusive of any remedies provided by law. No waiver by the sellers of 

any breach by the Buyer of any provision of this Agreement shall be deemed to be 

a waiver of any subsequent breach of that or any other provision of this 

Agreement. 

 

8.3 Assignment 

 

 Neither Party shall assign, encumber, dispose of or otherwise transfer any of its 

rights under this Agreement without the prior written consent of the order. 

 

8.4 Severability 

 

 If any part of this Agreement is found by any court or other competent authority 

to be invalid, unlawful or unenforceable then such part shall be severed from the 

remainder of this Agreement which shall continue to be valid and enforceable to 

the fullest extent permitted by law. 

 

8.5 Costs and expenses 

 

 Each Party shall pay its own costs and expenses incurred in the preparation, 

execution and carrying into effect of this Agreement. 

 

 All applicable stamp or transfer duties and registration fees which arise as a result 

of or in consequence of this Agreement shall be payable by the Buyer. 

 

8.6 Entire agreement 

 

This Agreement constitutes the entire understanding between the Parties in relation 

to its subject matter. Except as otherwise permitted by this Agreement, no change to 

its terms shall be effective unless it is in writing and signed by or on behalf of both 

Parties. 

 

8.7 Announcements 

 

 No announcement or circular in connection with this Agreement or any matter 

arising from it shall be made or issued by or on behalf of the Buyer without the 
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prior written consent of the [line Ministry] which shall not be unreasonably 

withheld. This restriction shall not apply to any Statement which is required to be 

made by law or in accordance with the rules from time to time in force of the 

Zimbabwe Stock Exchange or any other applicable recognised stock exchange, 

provided that such Statement is issued only after prior consultation (where 

practicable) with the [line Ministry]. 

 

8.8 Non-merger 

 

 Notwithstanding Completion, this Agreement shall remain in full force and effect 

as regards any of its unperformed or unimplemented provisions including, without 

limitation, all guarantees, warranties and undertakings. 

 

8.9 Counterparts 

 

 This Agreement may be executed in any one or more number of counterparts each 

of which, when executed, shall be deemed to form part of and together constitute 

this Agreement. This Agreement shall be immediately binding and effective upon 

the Buyer when executed by it and on the Sellers when unconditionally executed 

by it.  

 

8.10 Force Majeure 

 

No failure by either party to perform in accordance with any provision of this 

agreement, shall constitute a breach of this agreement, if the failure arose from 

force majeure, including Acts of God, war, strikes, sanctions, or changes in laws, 

regulations or the like or other circumstances wholly outside the control of the 

parties . 

 

9. Notices 

 

Any notice required or permitted under the terms of this Agreement shall (unless 

otherwise provided by this Agreement) be in writing and shall be sufficiently 

served if delivered by hand or sent by registered mail, telex or facsimile to the 

respective Parties as follows: 

 

[line Ministry] 

[address] 

Tel:  

Email: 

 

(Attention: Secretary) 
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 [in the case of the Buyer] to: 

 

or to such other address or telex or facsimile number as may from time to time by 

notice be designated by either Party. 

 

9.2 Any such notice shall be in the English language and shall be deemed (in the 

absence of proof to the contrary) to have been received and given: 

 

(i)   in the case of delivery by hand, courier or registered mail, at the time of 

delivery; 

 

(ii) in the case of telex, at the time of transmission and receipt of correct 

answer back if within normal business hours of the addressee and, if not, 

at 0900hrs Zimbabwe time on the next following Working Day; and  

 

(iii) in the case of facsimile, at the time of transmission if within normal 

business hours of the addresses and, if not, at 0900hrs local time on the 

next following Working Day. 

 

10 Termination 

 

10.1 This agreement shall be terminated at the option of the non-defaulting party if the 

other party commits a breach of any of the provisions of the agreement. The non-

defaulting party must give notice to the defaulting party of termination within 14 

days of discovery of such breach. 

 

11. Governing Law 

 

11.1 This Agreement shall be construed and take effect in all respects in accordance 

with the Laws of Zimbabwe 

 

11.2 The Courts of Zimbabwe shall have jurisdiction in respect of all disputes arising 

under, or out of, or in connection with this agreement. 

 

 

IN WITNESS  THEREOF, the parties have signed this Agreement 

 

 

Signed at HARARE on……..........this……….....……day  of..........................20............... 
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By………………………………...in his Capacity as XXXXX who personally warrants 

that he is authorised to sign on behalf of Xyz Trust / ABC Holding Co Ltd (SELLER) 

 

Signed at HARARE on………......this…….....………day of……….......…….20.............. 

 

By………………………………...................in his Capacity as Minister [line Minister] 

(SELLER).  

 

 

WITNESSES 

 

1. ....................…………………………………….. 

 

2.       ....................…………………………………….. 

 

Signed at HARARE on……………this……....………day of………….......….20............. 

 

By……………………………….........in his capacity as …………….........……who 

personally warrants that he is authorised to sign on behalf of…………….............….... 

………(BUYER) 

 

WITNESSES 

 

1. ...................…………………………………….. 

 

2. ...................………………………....................... 
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Annex C. 14 
 

 ADDENDUM 1: SHARE SALE AND PURCHASE AGREEMENT 

 

Schedule 1 – subsidiaries of [Name of Company] Limited 

 

Company Limited has the following xxx [number] subsidiaries: 

 

Subsidiary 1 - name 

 

Subsidiary 2 - name 

 

Subsidiary 3 - name 

 

Subsidiary 4 - name 

 

 

Schedule 2 – Investment commitments 

 

[To be completed by the purchaser] 

 

Schedule 3 – Intellectual property, technology, training 

 

[To be completed by the purchaser] 

 

1. Technology 

 Type 

 Estimated delivery date 

 

2.  Technical assistance 

 Type 

 Estimated delivery date 

 

3. Training 

 Type 

 Estimated delivery date 

 

4. Licensed programmes 

 Type 

 Estimated delivery date 
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5. Trade names/Trade marks 

 Type 

 Estimated delivery date 

 

6.  Know-how 

 Type 

 Estimated delivery date 
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Annex C. 15 
 

 

ADDENDUM 1: SHARE SALE AND PURCHASE AGREEMENT 

 

Schedule 1 – subsidiaries of [Name of Company] Limited 

 

Company Limited has the following xxx [number] subsidiaries: 

 

Subsidiary 1 - name 

 

Subsidiary 2 - name 

 

Subsidiary 3 - name 

 

Subsidiary 4 - name 

 

Schedule 2 – Investment commitments 

 

[To be completed by the purchaser] 

 

Schedule 3 – Intellectual property, technology, training 

 

[To be completed by the purchaser] 

 

1. Technology 

 Type 

 Estimated delivery date 

 

2. Technical assistance 

 Type 

 Estimated delivery date 

 

3. Training 

 Type 

 Estimated delivery date 

 

4. Licensed programmes 

 Type 

 Estimated delivery date 

 

5. Trade names/Trade marks 
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 Type 

 Estimated delivery date 

 

6. Know-how 

 Type 

 Estimated delivery date 
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SECTION D 

 

OTHER RESTRUCTURING STRATEGIES 
 

 

 

 

Introduction 

 

This section presents other restructuring strategies which are outside the domain of 

commercialisation and privatisation that can be undertaken with a view to turn around the 

performance of SEPs. The section also outlines variant forms under this category as well 

as general guidelines on the procedures to be followed on implementing these strategies. 

 

Modes of Other Restructuring Strategies 

 

Various restructuring strategies that can be implemented under this category include, but 

not limited to the following options: 

 

 Recapitalisation; 

 Corporate Governance Reforms and Compliance; 

 Staff rationalisation; 

 Liquidation;  

 Judicial Management; 

 Public Private Partnerships (PPPs); 

 Unbundling; 

 Management contracts; 

 Leasing; and 

 Joint Ventures. 

 

The procedures and process for the above options are outlined in Annex D 1-10. 
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ANNEX D.1 
 

RECAPITALISATION OPTIONS 

a) Government Support through Equity Capital  

Government as a shareholder is required to constantly recapitalise its entities to ensure 

that they operate optimally.  Under normal circumstance, this may be undertaken through 

direct equity injection where Government is a sole owner or through rights issue in case 

of a joint share ownership. 

It is therefore critical for the SEPs requesting additional equity capital injection to 

produce business plans to the Ministry of Finance and Economic Development for 

evaluation and subsequent consideration.  These documents and any other pertinent 

information should be submitted through their Line Ministry. In the event that the 

Ministry of Finance and Economic Development approves the request proposal, 

resources are normally allocated through the vote of equity participation in the National 

Budget.  

b) Government loans to SEPs 

Public Finance Management Act (Chapter 22:19) makes provision for the availing loans 

to State Enterprises by Treasury. The Treasury may make loans to corporate bodies for a 

period not exceeding three hundred sixty days to perform functions assigned to them. 

However, there is an exception of loans which are availed in Line with Section 3 of 

Agricultural Finance Corporation Act (Chapter 18:02) which shall not exceed a period of 

five hundred and forty days. Aggregate unpaid loans made to all designated corporate 

bodies which remain unpaid at any time should not exceed five hundred thousand dollars. 

c) SEPs Borrowing from the Market 

Public Finance Management Act (Chapter 22:19) has provisions which guides the 

borrowing of SEPs. There is a requirement that the borrowing of money and issue 

guarantee by SEPs should be authorised by the PFMA. In addition, Enabling Acts of 

some SEPs makes provision which guide them in borrowing of money and guaranteeing 

loan. 

d) Public Sector Investment Programme  

SEPs may access Public Sector Investment Programme (PSIP) funds from Treasury to 

fund projects and programmes which enhances capital formation and promotes 

competitiveness in the economy. PSIP facility is available to SEPs which are key in 

rebuilding the economy and stimulating economic growth and social transformation.  

SEPs in the infrastructure sector usually access such funding given infrastructure`s two-

fold role in development as an instrument to bolster confidence in the economy by the 
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public and as an enabler of economic activity and social transformation. SEPs access 

PSIP funding to undertake projects and programs which are consistent with government 

strategic direction which ensures secure and prosperous nation. The request is done 

through the Ministry of Finance and Economic Development. 
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ANNEX D.2 

GOOD CORPORATE GOVERNANCE REFORMS AND COMPLIANCE 

State Enterprises and Parastatals are required to comply with good corporate governance 

as prescribe in relevant applicable laws and policies. The Constitution of Zimbabwe 

Amendment (No. 20), 2013 Section 195 enjoins that companies and other commercial 

entities owned or wholly controlled by the State must abide by generally accepted 

standards of good corporate governance.  The Public Finance Management Act (Chapter 

22:19) prescribes the need for every State Enterprise or Parastatal to adhere to and 

implement the principles of sound corporate governance policies, procedures and 

practices. SEPs in banking and financial industry are also subjected to corporate 

governance provisions enshrined in Banking Act and Guideline on Corporate Governance 

No. 01-2004. Statutory Instrument 100 of 2010 on Securities (Registration, Licensing and 

Corporate Governance) Rules 2010 also provides guidelines for good corporate 

governance practices by registered securities exchanges and licensed corporate bodies. 

Furthermore, Acts of Parliament which establish Parastatals provides corporate 

governance provisions which guide conduct of each specific Parastatal.  

In complimentary to applicable legislation, there is a specific framework on corporate 

governance for State Enterprises and Parastatals called the Zimbabwe Corporate 

Governance and Remuneration Framework for State Enterprises and Parastatals. The 

framework outlines the principles, guidelines and ethical standards to bide and guide 

SEPs in Zimbabwe. The Corporate Governance Framework for State Enterprises and 

Parastatals is subordinate to applicable legislation which governs SEPs. The Framework 

acknowledges that in the event of inconsistence between the Corporate Governance 

Framework and governing legislation the legislation takes precedence. 

a) Corporate Governance Framework for State Enterprises and Parastatals 

Corporate Governance Framework for State Enterprises and Parastatals was issued in 

November 2010. The following are some highlights of the Framework: 

i. Majority shareholders and members of the board should appropriately respect the 

rights of the minority shareholders. 

ii. Legal and regulatory framework for SEPs should ensure a level playing field in 

competitive markets to avoid market distortions. There should be separation of 

Government's ownership functions and other Government function such as the 

regulatory function. 

iii. Responsible minister shall appoint competent and reliable persons with 

appropriate knowledge, skills and experience to the Board. 
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iv. Individuals nominated to a Board of a State Enterprise or Parastatal should not be 

serving on boards of more than one State Enterprise or Parastatal at a given time. 

v. No Board member shall serve for more than two successive terms on the same 

Board except in exceptional circumstances as determined by the Responsible 

Minister. 

vi. In cases where legislation does not specify, the term of office of board members 

shall not exceed three years. 

vii. The board shall sign performance agreement with the responsible Minister for the 

period of appointment. 

viii. Process of determining remuneration for the Board members shall be transparent, 

disclosed and approved by the Responsible Minister in Line with principles of 

affordability, sustainability, competitiveness and reasonableness. 

b) Guideline on Corporate Governance No. 01-2004(RBZ) 

SEPs monitored by the Reserve Bank of Zimbabwe are required to comply with 

Guideline on Corporate Governance No. 01-2004.  The Guideline on Corporate 

Governance No. 01-2004 covers variety of corporate governance issues related to all 

financial institutions which are licensed and supervised by the Reserve Bank of 

Zimbabwe. The guideline on Corporate Governance No. 01-2004 has following 

highlights: 

i. Shareholders should appoint competent and reliable to the board, persons who add 

value to the institutions. 

ii. No shareholder with 10% or more shareholding in banking institution or bank 

holding company shall form part of management of a banking institution or bank 

holding company. 

iii. No shareholder with 10% or more shareholding in banking institution shall be 

appointed chairperson or deputy chairperson of the board of directors of a banking 

institution or bank holding company. 

iv. No individual who had significant shareholding in a failed institution or anyone 

previously involved in the running of a failed institution would be allowed to hold 

a significant shareholding in a banking institution or to hold a position of  

c) Banking Act (Chapter 24:20) 

Section 18 and 19 of the Banking Act (Chapter 24:20) prescribes corporate governance 

issues on institutions subject to the Act. SEPs which operate under the Banking Act 

should comply with following corporate governance provisions among others: 
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i. Operations of every banking institution shall be directed by a board consisting of 

not fewer than five directors. 

ii. Not more than two fifths of total membership of the board of any banking 

institution shall be officers of the institution. 

iii. Chairman of the board shall not be the officer of the institution. 

iv. Quorum of any board meeting shall be three-fifths of the total membership of the 

board of which officers of the institution must not form majority of the quorum. 

v. No person shall be appointed a director of a banking institution if he is a director 

of more than seven other companies registered in Zimbabwe or if he is a director 

of a competing banking institution carrying out business in Zimbabwe. 

vi. No person shall be appointed a director of a banking institution if under the law of 

any county has been adjudged or declared insolvent or bankruptcy and has not 

been rehabilitated or discharged or has been convicted of theft, forgery etc. 

d) Companies Act (Chapter 24: 03) 

SEPs which are governed by the Companies Act (Chapter 24: 03) should comply with 

corporate governance provisions stipulated in the Act. Below are some corporate 

governance provisions which SEPs should abide with: 

i. Not more than fifteen months should lapse between the date of one annual general 

meeting and that of the next. 

ii. Managing Director shall receive remuneration or any benefits as directors may 

determine. 

iii. Every company shall not have less than two directors, other than alternative 

directors, at least one of whom shall be ordinarily a resident in Zimbabwe. 

iv. It shall be duty of director of a company to declare who is in a way directly or 

indirectly have interest in a contract or proposed contract with the company to 

declare the nature and full extent of his interest at a meeting of the directors of the 

company. 

v. The director shall not vote in respect of any contract or arrangement in which he 

is interested and if he vote his vote shall not be counted and shall not be counted 

in the quorum. 

vi. A director may hold any other office except the office of an auditor. 
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vii. At the first annual general meeting of the company all directors shall retire from 

office and in subsequent years a third or to the nearest third shall retire from 

office. 

e) Statutory Instrument 100 of 2010: Securities (Registration, Licensing and 

Corporate Governance) Rules  

Below is corporate governance issues stipulated by SI 100 of 2010, Securities 

(Registration, Licensing and Corporate Governance) Rules: 

i. There should be a formal and transparent procedure in the appointment of 

directors to the board and all persons appointed should disclose any potential area 

of conflict that may undermine their position or services as directors.  

ii. Directors’ remuneration shall be sufficient to attract and retain directors to run the 

corporate body effectively and should be approved by shareholders. 

iii. No person may hold more than seven directorships concurrently in corporate 

bodies and public listed companies. 

iv. Remuneration should be competitively structured and linked to performance. 

v. Executive directors should have a fixed service contract not exceeding five years 

with a provision to renew subject to regular appraisal and shareholder approval.  

vi. Every board should annually disclose its policies for remuneration including 

incentives for the board and senior management. 

vii. There should be shareholder participation in major decisions of corporate body. 

f) Other Acts of Parliament which establish Parastatals 

SEPs are required to abide by the corporate governance provisions prescribe in their 

Enabling Acts. The Acts of Parliament provides specific corporate governance provision 

peculiar to each Parastatal. Some general provisions which are enshrined in these Acts 

are as follows among others: 

i. The Minister shall appoint board members after consultation with and in 

accordance with any directions the President may give him. 

ii. The Minister shall designate one member of the board as the Chairman and the 

other as the deputy chairman. 

iii. Members are required to declare their interest and the members who are interested 

parties shall not be allowed to take part in consideration or discussion of or vote 

on any question before the Board which relates to the his interest. 
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iv. The tenure prescribe by most Acts of Parliament is three years. 

g) Remuneration 

The remuneration of SEPs employees remains one of the areas of importance in the 

Corporate Governance of the sector. It is critical that the SEPs adhere to the 

Remuneration Framework approved by the government. The SEPs should manage 

sustainable wage bills which ensure the efficiency and effective delivery of goods and 

services in the economy. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

103 

 

ANNEX D.3 

STAFF RATIONALISATION  

a) Staff Audit 

Staff audit is a proactive method of addressing staff-related issues before they aggravate 

to problems. The audit includes review of staffing models of each department including 

audit of individual employee files and job descriptions to determine the functionality of 

the enterprise’s various departments. If one department shrinks due to low demand of its 

products then staffing levels in those department employees must be shifted to other 

department.  

Staff audit facilitates the recruitment of appropriate employees by verifying the staffs` 

skills, efficiency and motivation. Staff files are reviewed to determine if they contain 

documentation related to eligibility of working in Zimbabwe, as well as the 

acknowledgments through a signature which indicate that staff received copies of 

workplace policies and employee handbooks. The audit also ensures that human resource 

policies implemented in SEPs are in consistent with applicable laws and statutory 

regulations.  

Employee job description is assessed in relation to the actual tasks the employee 

performs in his/her usual course of the job. Whenever an employee is assigned a new task 

or asked to perform another job function, the employee's supervisor and a human 

resources staff member should update the job description so it accurately reflects the 

employee's job responsibilities. 

It must be assessed that employees are being paid equal wages for comparable work and 

there's comparability of compensation for similar job responsibility and functions in the 

enterprise. 

There should be training and orientation records to ensure that employees receive up-to-

date training and orientation on work processes, company policies and organizational 

structure. Orientation of new employee and regular training is fundamental in providing 

employees with necessary tools to meet the enterprise expectations.  

Staff audit is a valuable tool in enterprise restructuring, due diligence, analysis of 

personnel affairs and developing job profiles required for the given position among 

others. The organisation must ensure it has right manning level relative to other 

enterprises in the same sector. Staff audit will form basic foundation for staff 

rationalisation. 
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b) Redeployment 

After staff audit it might be found that there is need for the redeployment of staff. 

Redeployment of staff is the transfer of employees to another job within the same 

enterprise or an associated entity. The terms and conditions of the new job shall not be 

less favourable than those which applied immediately before the transfer, and the 

continuity of employment of such employees shall be deemed not to have been 

interrupted. The employees shall be provided with adequate support during the transition 

period, including opportunities for induction and skills training as required. 

Redeployment of employees must meet legal obligation provided in Labour Act (S16) 

and any applicable laws. 

c) Retrenchment   

Retrenchment refers to layoffs of employees more general scheme of cutting workforce. 

At times retrenchment can be referred to downsizing or rightsizing. Retrenchment is a 

normal business practice in rightsizing the enterprise in Line with changes in its business. 

Retrenchment reduces business expenditures in an attempt to become more financially 

solvent. Retrenchment in SEPs should be undertaken within applicable laws and the 

provisions of Section 12C of the Labour Act (Chapter 28:01). The procedures of the 

Labour Act are provided below.  

The employer shall give written notice of his retrenchment intention: 

i. To the Works Council; 

ii. If there is no Works Council, to the Employment Council established for the industry; 

and 

iii. If there is no Employment Council to the retrenchment board. 

Employer shall provide the Employment/Works Council, Retrenchment Board with 

details of every employee whom the employer wishes to retrench and the reasons on why 

they are retrenched. 

Employment Council/Works Council is then required to secure an agreement between the 

employer and employees concerned so as to whether employees should be retrenched or 

not. In case of employees are retrenched, there must be terms and conditions on which 

they may be retrenched. 

After receiving notice within 1 month an Employment Council/ Works Council secures 

an agreement between employer and employees concerned, the employment council or 

works council shall: 

i. Send the employer its written approval of the retrenchment of the employees 

concerned in accordance with the agreement and  
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ii. Send the retrenchment board a copy of the approval. 

However, if there is no agreement on the given period the matter shall be referred to 

Retrenchment Board written notice of disagreement, together with copies of all 

documents which the employer and employees concerned may have submitted to the 

works council or employment council and copies of any minutes of proceedings and 

deliberations. 

No employer shall retrench any employee without affording the employee the notice of 

termination to which the employee is entitled. 

The Retrenchment Board will consider factors referred to it and recommend to the 

Minister in writing whether or not the proposed retrenchment should be permitted if so 

the terms and conditions upon which it should be affected. 

 

For the purpose of formulating recommendations, the retrenchment board may invite and 

receive representations whether oral/written from interested parties. 

 

If the retrenchment board fails to make recommendations within the prescribed time, the 

Minister shall require the board to forward to him all documents in the matter and shall 

give his decision in the matter. 

The Minister shall:  

a) Approve the proposed retrenchment subject to such terms and conditions. 

b) Refuse to approve the proposed retrenchment. 

In deciding whether/not to approve the retrenchment of employees due regard shall be 

paid to the following conditions: 

1. That the retrenchment of employees should be avoided so far as possible where 

this can be done without prejudicing the efficient operation of the undertaking in 

which the employees are employed 

2. That the consequences of the retrenchment to employees should be mitigated so 

far as possible 

3. The reason put forward for the retrenchment and 

4. The effects of the proposed retrenchment upon the employees involved, including 

their prospects of finding alterative employment and the terminal benefits to 

which they will become entitled. 
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ANNEX D.4 

 

LIQUIDATION PROCEDURES 

 

Part V of the Companies Act [Chapter (24:3)], deals with winding up procedures which 

is relevant to the restructuring process as some (wholly or partly Government owned) 

SEPs that are not commercially viable may need to be wound up and liquidated. The 

winding up of a company as provided in the Companies Act may be either by the Court 

or voluntary. The Master has jurisdiction over the process whether the winding up is 

voluntary or by the Court. 

 

a) Winding up by the Court 

 

(i) Commencement 

 

The commencement of voluntary winding up does not bar the right of a creditor or 

contributory at any time before dissolution to have the company wound up by the 

Court. According to the Companies Act section 206, a company may be wound up 

by the Court by petition presented on behalf of the company or creditors or 

contributories, or a combination, if: 

 

 a Special Resolution of the company is passed,  

 a default is made in lodging the statutory report or in holding the statutory 

meeting,  

 it does not commence business within a year from incorporation,  

 the company ceases to have any members,  

 75% of the paid up share capital of the company is lost or has become useless 

for the business of the company,  

 the company is unable to pay its debts,  

 the Court is of the opinion that it is just and equitable that the company should 

be wound up. 

 

The Master monitors the liquidator's work and can order an investigation of his/her 

conduct.  The Liquidator must set up a separate bank account for the purposes of winding 

up.   

 

(ii) General Powers of Court 

 

 The Court has a number of powers over winding up: 

 

 it may order payment into the bank; 

 an order made by the Court is conclusive evidence that the money is due;  
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 it adjusts the rights of the contributories; 

 it may order that books and papers in the possession of the company may 

be inspected; 

 when affairs are completely wound up, the Court is responsible for 

dissolution of the company;   

 it may summon those suspected of being in possession of the company's 

property; 

 if the Master makes a report under the Act showing in his opinion that a 

fraud has been made, it can order the public examination of promoters and 

directors; and 

 it has the power to arrest an absconding contributory. 

 

The powers conferred on the Court are deemed to be in addition to its existing 

powers of instituting proceedings against a contributory or debtor of the company. 

 

(iii) Consequences of winding up order (Section 212 and 213) 

 

 The consequences of a winding up order, in terms of the operation of the 

company, are: 

 

 any legal action is stayed except by leave of the Court and subject to any 

conditions it imposes;  

 any attachment or execution put in force against the company's assets after 

the commencement of winding up is void; 

 every disposition of the property including rights of action of the company 

and every transfer of shares or alteration in the status of its members is 

void if made after commencement of winding up, unless the Court orders 

otherwise. 

 

(iv) Appointment of Liquidator 

 

If the winding up is by Court order, the Master appoints the liquidator/s after 

nomination of him/her by meetings of creditors and contributories. In these cases, 

the Master releases the liquidator and pays reasonable remuneration for his 

services.  If there is a creditors' voluntary winding up, then the liquidator is 

chosen by a meeting of the creditors.  If there is a voluntary winding up otherwise 

than by the creditors, the liquidator is chosen by the company at a general meeting 

and the company also fixes the liquidator's remuneration. If the winding up is 

voluntary, the liquidator must lodge notice of his appointment with the Master.  

The Act describes where persons will be disqualified from appointment as a 

liquidator, e.g. if they are insolvent, a body corporate, a minor, etc.  The Court 



 

108 

 

also has the power to declare a person disqualified from being a liquidator or to 

remove a liquidator if, for example, he/she is absent from Zimbabwe, in ill-health 

or there other factors tending to interfere with performance of his/her duties, etc. 

 

(v) Powers of Liquidators 

 

 Whether the winding up is voluntary or by the Court, the liquidator has the power 

to: 

 

 Execute deeds, receipts and other documents. 

 Prove claims in estate of any contributory or debtor and receive payment 

in full or dividend in respect thereof. 

 To draw, accept, make and endorse any bill of exchange or promissory 

note in name and on behalf of company. 

 Bring or defend legal proceedings. 

 To agree to an offer of composition.  

 To compromise, or admit any claim or demand against the company 

including an unliquidated claim. 

 To submit to the determination of arbitrators any dispute concerning the 

company or any claim or demand by or upon company. 

 To carry on or discontinue any part of business in pursuance of beneficial 

winding up. 

 To elect to adopt or abandon any contract entered into by the company 

before the commencement of winding up to buy or receive in exchange 

any immovable property. 

 To terminate any lease entered into by the company as lessee, by notice in 

writing to the lessor. 

 To sell by public auction or otherwise, to deliver or transfer the movable 

and immovable property of the company. 

 To raise money on the security of the assets of the company or to do any 

other thing which the Court may consider necessary for winding up the 

affairs of the company and distributing its assets. 

 Do any act or exercise any power for which is not by this Act expressly 

required to obtain leave of Court (with authority of a resolution of 

creditors and contributors, duly passed at a joint meeting thereof). 

 

(vi) Reporting 

 

a) Circumstance for Voluntary Winding Up 

 

The Liquidator must submit a report to general meetings of creditors and 
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contributories not later than 3 months after the date of his/her appointment, 

unless the Master consents to an extension.  The Liquidator must keep books and 

records of all the transactions of the liquidation and, subject to the control of the 

Master, creditors or contributories may inspect these.   

 

b) Voluntary winding up 

 

A company may be wound up voluntarily: 

 

(i) When the period for the company as provided in the Articles of 

Association expires or even occurs when the Articles of Association 

provide for the company to be dissolved. 

(ii) When a company resolves by special resolution that the company be 

wound up voluntarily. 

 

(i)  Commencement 

 

a) A voluntary winding up is commenced if the company's Articles provide 

for it and a resolution is passed in a general meeting. 

b) The company has passed a special resolution requiring the company to be 

wound up voluntarily.  It is deemed to commence at the passing of the 

resolution.  

 

(ii) Company business 

 

From commencement, the company ceases to carry on business except for the 

purposes of beneficial winding up. The powers of the directors cease on 

appointment of the liquidator. Every transfer of shares (except transfers made to 

or with the sanction of the liquidator), and every alteration in the status of the 

members of the company made after the commencement of the winding up is 

void.  

 

If any arrangement is entered into by a company about to be or being wound up 

voluntarily, this will be binding on the company if it is sanctioned by a Special 

Resolution, and on creditors if acceded to by 3/4 in value of creditors present or 

represented at a meeting duly called by the liquidator for that purpose.  Any 

creditor or contributory may, within a month from completion of the arrangement, 

bring it under review of the Court which may amend, set aside or confirm the 

arrangement if it sees fit. 
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(iii) Claims against company 

 

Any claims against the company are to be proved by affidavit, and the liquidator 

may set time limits for this with the approval of the Master.   

 

(iv) General meetings 

 

For a voluntary winding up, the Liquidator may call meetings to get a special 

resolution. If winding up has lasted more than six months, the liquidator shall 

summon a general meeting and a meeting of creditors one month after expiration 

of first six. This to give an account of acts and dealings and of progress in 

winding up during the preceding six months. 

 

(v) Power to apply to Court 

 

During a voluntary winding up, the liquidator, a contributory or a creditor all have 

the power to apply to the Court.  The Court may accede wholly or partially to the 

application on the terms and conditions it thinks fit. 

 

c) Personal liability of contributories 

 

A contributory is defined as any person liable to contribute to the assets of the 

company in the event of its being wound up.  For the purposes of proceedings 

prior to the final determination of the persons deemed to be contributories, this 

includes any person alleged to be a contributory. 

 

Every past and present member, subject to Article 201 of the Act, is liable to 

contribute to the assets of the company to an amount sufficient to pay debts and 

liabilities and costs, charges and expenses relating to winding up.  They are also 

liable for the adjustment of rights of the contributories amongst themselves.  This 

liability is subject to the following qualifications: 

 

 For a company limited by shares, no amount in excess of that paid up on the 

shares in respect of which a particular member is liable is payable. 

 For a company limited by guarantee, no amount in excess of that undertaken 

to be contributed by a particular member to the assets of the company in the 

event of its being wound up is payable. 

 A past member is not liable if he has ceased to be a member for more than a 

year before commencement of winding up or unless at commencement there 

is unsatisfied debt or liability of the company contracted before he ceased to 

be a member. 

 Past members only become liable if it appears the present members are 
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unable to satisfy the amount payable. 

 Past members only become liable for a debt or liability other than one 

contracted before he ceased to be a member who is unsatisfied at 

commencement or in respect of costs charges and expenses of winding up in 

so far as these have been occasioned by necessity under Section 201. 

 Past members are not liable in respect of the adjustment of rights of 

contributories amongst themselves. 

 No transfer of shares improperly issued relieves the transferor of any 

liability. 

 The Act does not invalidate any insurance policy or contract restricting the 

liability of individual members or whereby the funds of the company are 

alone made liable in respect of the policy or contract. 

 A sum due to a member is not deemed to be a debt of the company, but will 

be taken into account for the purpose of the final adjustment of the rights of 

the contributories. 

 

d) Making provision for employees 

 

(i) Special Resolution 

 

The company may make provision for the benefit of those employed/formerly 

employed only in accordance with a special resolution of the company. The 

Liquidator may give effect to the resolution after commencement. 

 

(ii) Court’s powers 

 

If winding up is by the Court, the exercise of the powers of the liquidator in this 

respect are subject to the control of the Court and any creditor or contributory 

may apply to the Court in connection with the exercise or proposed exercise of the 

power. 

 

(iii) The Insolvency Amendment Act 

 

The Insolvency Amendment Act provides that notice of a voluntary winding up 

must be given to the Registrar of Labour Relations and the Workers’ Committee, 

or if none to the employees. 

 

(iv) The Labour Relations Act 

 

If the Minister has reason to believe that a resolution for voluntary winding up has 

been passed primarily to avoid any provision of the Labour Relations Act 

regarding termination of contracts of service/payment of benefits to employees on 
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termination of the service, or that the winding up will deprive employees unfairly 

of the benefits they would have received on the termination, the Minister may 

within a four weeks after the resolution, appoint an investigator to mediate on 

disputes, report on the background to the winding up, and examine the possibility 

of a take-over of the company by the employees and  "the possible financial 

arrangements to facilitate the take-over". 

 

(v) The Arbitration Act 

 

If the Minister finds that a case has been made out he may refer the matter to the 

Registrar of Labour Relations or direct that any settlement by the investigator 

should become binding on the liquidator, or refer disputes to arbitration under the 

Arbitration Act (1996).  The winding up order must await the results of any 

arbitration.  
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ANNEX D.5 

 

JUDICIAL MANAGEMENT   

 

The Companies Act makes provision for the possibility of judicial management instead of 

winding up.  Under judicial management, the company is divested of its powers and is 

replaced under a manager appointed by the court.  Judicial management is opted for when 

company challenged are presumed to be a result of mismanagement. This is relevant to 

the privatisation process because it could potentially slow down the process of liquidation 

of a company if a judicial management order is issued in place of a winding up order.  

 

a. Procedure 

 

(i) Criteria 

 

The Court can make an order for judicial management on the application of 

anyone who would be entitled to apply for the winding up of the company if it 

appears that:  

 

 by reason of mismanagement or for any other cause the company cannot 

or " probably cannot "pay its debts and " has not become or is prevented 

from becoming a successful concern "; and  

 there is a reasonable probability that if the company is placed under 

judicial management it will be able to pay its debts/meet its obligations 

and become a successful concern; and   

 it would be just and equitable.  

 

A judicial management order can also be granted as an alternative to a winding up 

order if:  

 

 by doing so the grounds for its winding up may be removed and it will it 

become a successful concern; and  

 it would be just and equitable; 

 

Appointment by the Court of a Provisional Judicial Manager then takes place.  

Creditors prove their claims. The meeting can also consider whether to give 

priority to pre-Provisional Judicial Manager claims subject to the prior claim of 

the Provisional Judicial Manager for his costs. 

 

The final Judicial Manager runs the company like a receiver except that he may 

not dispose of assets without the leave of the Court.  
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(ii) Provisional Judicial Management order 

 

A Provisional Judicial Management order is granted in the first instance. The Act 

prescribes the content of a provisional judicial management order. It sets out that 

the return day of the order will be at least sixty days from the date of the grant.  It 

also states that on the granting of an order, the property of the company concerned 

shall be in the custody of the Master until a provisional Judicial Manager has been 

appointed (the Master appoints him).  If a person would be disqualified from 

acting as a liquidator, or a person is an auditor of the company, he or she may not 

become a provisional Judicial Manager. 

 

(iii) The Provisional Judicial Manager 

 

The Provisional Judicial Manager manages the company, takes possession of the 

company’s assets and has wide powers to raise money without the consent of the 

shareholders. However, no Judicial Manager can sell or otherwise dispose of the 

company's assets except in the ordinary course of the company's business. 

Directors and all other officers of the company cease to have authority over the 

affairs of the company. The provisional Judicial Manager convenes meetings of 

creditors, members, and debenture holders. They are to consider whether to place 

the company finally under judicial management "taking into account the prospect 

of the company becoming a successful, concern" (on the basis of the provisional 

Judicial Manager’s report) and who to nominate as the final Judicial Manager.  

 

(iv) Duties of final Judicial Manager 

 

The final Judicial Manager takes over from the Provisional Judicial Manager and 

his functions. If the final Judicial Manager is of the opinion the continuation of 

judicial management will not enable the company to become successful concern, 

he/she may apply to Court after not less than 14 days notice by registered post to 

all members and creditors of the company for the cancellation of the order and 

issue an order for winding up. 

 

(v) Costs of Judicial management 

 

Monies payable to the Judicial Manager are to be applied towards the costs of 

judicial management, conducting the company's business in accordance with the 

judicial management order so far as the circumstances permit, and paying the 

claims of creditors that arose before the date of the order. The costs of judicial 

management and the claims of creditors will be paid mutatis mutandis in 

accordance with the law relating to insolvency as if those costs were costs of 

sequestration of an estate and those claims were claims against an insolvent 
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estate. The Master fixes remuneration of the Judicial Manager. Pay is to be 

performance related and on the recommendations of members or creditors. 

 

Creditors may specify that liabilities incurred or to be incurred by the Judicial 

Manager in the conduct of the company's business shall be paid in preference to 

all other liabilities not already discharged, exclusive of costs of the judicial 

management order in which it was incurred. If a judicial management order is 

superseded by a winding up order, the preference remains in force except in so far 

as the costs of winding up are concerned. 

 

(vi) Power to compromise with creditors/members  

 

The Court orders a meeting at which three-quarters in value of creditors/members 

/any class thereof may make an arrangement binding on all parties including a 

liquidator, which is subject to the sanction of the Court. There are provisions as to 

the information that must be given to creditors and members. This is covered in 

Section 191 et seq. of the Companies Act. 

 

Provisions for facilitating a reconstruction and amalgamation are contained in 

Section 193 that provides that a Section 191 application can lead to the following 

orders being made: 

  

 the transfer to the transferee company of the whole or any part of the 

undertaking and of the property or Court liabilities of any  transferor 

company.  

 the allotting or appropriation by the transferee company of any shares, 

debentures policies or other like interests in that company, or which, under 

the compromise Court arrangement, are to be allotted or appropriated by 

that company to or for any person.  

 the continuation by or against the transferee company of any legal 

proceedings pending by or against any transferor company.  

 the dissolution, without winding up, of any transferor company.  

 the provisions to be made for any persons who within such time and in 

such a manner as the Court direct its dissent from the compromise or 

arrangement.  

 such incidental matters as are necessary to secure that the reconstruction 

and/or amalgamation shall be fully and effectively carried out. 
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ANNEX D.6 

 

PUBLIC PRIVATE PARTNERSHIPS (PPPS) 

 

a) Concessions 

 

This is the major form of PPPs applicable in the restructuring of SEPs. Concession is 

usually resorted to for infrastructure-type projects that require huge capital outlay over a 

period of time or for projects with strategic national interest implications where outright 

divestiture is not feasible. The general principles, procedures and processes established in 

this Manual for a typical privatisation transaction apply to concession transactions. 

However, because concession arrangements entail a myriad of legal and economic issues, 

attention should be paid to the complex range of the issues and options involved in the 

implementation of concessions. Such issues include: 

 

 Identifying and coordinating all relevant government agencies whose roles 

are important at the different levels of the process. 

 Understanding the role of the sector regulator and future relationship with the 

concessionaire. 

 Need for post concession and award monitoring and institutional arrangement. 

 

Some of the more common applications of concession arrangements have been in the 

construction of power stations, toll trunk roads, bridges and tunnels. The principle is that 

there is partial private sector ownership. The legal title is surrendered to the Government 

after an agreed time period from the commissioning date. The concession holder is 

normally responsible for arranging project finance, often via a syndicated loan (or loans) 

arranged by an international finance house, with use of complex financial engineering 

techniques. 

 

b) Rationale for Concession 

 

 Infrastructure type Project; 

 High capital outplay requirements over a period of time; and 

 National interest consideration. 

 

c) Variant Forms of Concessioning  

 

 Build Own and Transfer (BOT)  

 Build Own Operate and Transfer (BOOT) 

 Build Own Operate Sell and Transfer (BOOST) 

 Rehabilitate Operate and Transfer (ROT) 

 Build Lease Transfer (BLT) 
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 Build Operate Lease Transfer (BOLT) 

 Develop Own Transfer (DOT) 

 

d) Concessioning Process 

 

(i) Planning the Concession Structure 

 

In the design and implementation of concession contracts, allocation of risks and 

responsibilities and the mechanisms for evaluating and awarding projects are of 

paramount importance. To determine the options and process to adopt in the 

selection of concessionaires, the Agency must critically examine whether the 

concession option and process to be adopted would achieve the following 

objectives: 

 

 improve the efficiency of the SEP; 

 reduce financial and administrative burden of managing the SEP on 

Government; 

 render the SEP viable and sustainable; and 

 meet Government's overall economic objectives. 

 

To be able to ascertain this, among other things, the Agency must review 

feasibility study for the PPP project in addition to conducting its own independent 

assessment of the SEP and/or project, evaluate the state of the SEPs assets 

/infrastructure, perform preliminary review of costs and benefits, review legal and 

regulatory issues and identify all relevant stakeholders. 

 

(ii) Market Consultations 

 

As part of the communication and marketing plan for a concession transaction, 

prior to the advertisement of the invitation to bid, efforts should be made to 

proactively engage sector operators in order to understand the unique issues 

involved in the sector and also source potential concessionaires who will submit 

pre-selection documentation. 

 

(iii) Bid Document Preparation 

 

These will typically include instructions to bidders, Information Memorandum 

and the draft concession agreement. 
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(iv) Invitation of Offers/ Request for Proposals/Pre-Selection 

 

Pre-selection will involve the pre-qualification of candidates based on their 

technical and financial capability. Bidders are furnished with bidding documents 

including draft concession agreement. (Bidders will usually be required to 

comment on the draft concession agreement). 

 

(v) Due Diligence 

 

Bidders have the responsibility for conducting an independent analysis of the 

feasibility of the concession and assume the risks associated with the concession. 

In order to facilitate due diligence, bidders should be given access to the data 

room containing information on the SEPs and also afforded the opportunity to 

tour the facilities. 

 

(vi) Evaluation, Selection and Award 

 

The Technical evaluation should cover the organizational structure, experience, 

financial capability of the bidders, and the business plan for the operation of the 

concession. Financial evaluation will cover the purchase price quoted for the sale 

of transferred assets (where applicable) and the amount of the fixed concession 

fee. 

 

(vii) Contract Administration 

 

The concession agreement must set out such terms as would ensure the successful 

operation of the concession. This will also entail putting in place adequate 

regulatory framework. 

 

e) Summary of Concession Process 

 

1. Undertake feasibility study and obtain approval for concession. 

2.  Engage transaction advisers, where required to assist undertaking options 

analysis, Value for Money (VfM) analysis, market sounding as well as 

other technical, finalisation; and legal issues related to the project. 

3. Visit the SEP or part thereof to ascertain condition of infrastructure and 

  obtain information for the preparation of bidding document. 

4. Draw up concession plan and framework and seek approval. 

5. Advertise for Expression of Interest for the concessions. 

6. Prepare Request for Proposal (RFP) and bidding documents. 

7. Receive EOI's, evaluate and pre-qualify bidders and seek approval thereof. 
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8. Draw up, finalise and run the concession model to determine reserved 

price. 

9. Issue out RFP and bidding document to pre-qualified bidders. 

10. Prepare and hold pre-bid conference, data room and physical due 

diligence. 

11. Send out addendum on answers to questions and any other necessary 

information. 

12. Receive and evaluate proposals and bids. 

13. Seek approval for the technical evaluation result and opening of the bids. 

14. Public Opening of the bids of the technically qualified bidders. 

15. Obtain approval for the preferred and reserved bidders. 

16. Negotiate with the preferred bidder (if it fails negotiate with the reserved 

bidder). 

17. Execute the concession agreement. 

18. Receive commencement fee. 

19. Commence transition period. 

20. Hand over the concession area to the concessionaire. 

21. Receive payment for first year lease and equipment (if any). 

22. Monitor the implementation of the concession agreement. 

 

f) PPP Security Arrangements 

 

Necessary security arrangements should be put in place to ensure project completion and 

project viability as forecasted/planned. 

 

The following are some of the possible security arrangements to be considered: 

 

 Mortgage on project 

 Off take and supply contracts 

 New material supply agreements 

 Step up provisions 

 Sponsor’s commitment/support/pledges 

  Financial covenants 

 Guarantees by sponsors, government, ECAs e.t.c. 

 Insurance 

 ESCROW accounts  
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ANNEX D.7 

 

PROCEDURES FOR UNBUNDLING  

 

1. Board resolution on the unbundling of the current SEP. 

2. Inform trade creditors about the unbundling of the SEP and outline the modalities 

for repayment. 

3. Undertake a legal due diligence exercise which will look into the following issues: 

 Legal status of the entity; 

 Contractual and legally binding obligations of the current entity; and, 

 Treatment of litigation issues of the current entity. 

4. Isolate contractual obligations still binding the current entity and establish whether 

these could be terminated or assigned to either of the companies. 

5. Come up with debt redemption strategy. 

6. Business valuation. 

7. Come up with the names of the new entities to be formed. 

8. Come up with the Terms of Reference for the new companies. 

9. Come up with management structure proposals. 

10. Register the companies. 

11. Appoint Board. 

12. Resolve the labour issues such as: 

 Identification of staff to be transferred; and 

 Retrenchment.  
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ANNEX D.8 

 

MANAGEMENT CONTRACTS (SERVICE MANAGEMENT) 

 

A private sector company manages the operations of the SEP but without committing its 

own investment or accepting full commercial risks for tariff collection. Its success 

depends on the autonomy given to the firm to implement commercial reforms (including 

the hiring and firing of labour) and the contract must contain effective incentives for good 

performance. 

 

Management contracts can be regarded as a middle of the road option taken up as an 

initial step before more ambitious private participation options are considered. The 

arrangement enables the would-be contractor to gather more information about the SEP 

in order to decide on whether or not to invest. 

 

a) Procedures for Management Contract 

1. Obtain approval for management contract. 

2.  Engage advisors, where required. 

3. Undertake a detailed examination of the SEP with respect to the 

management issues. 

4. Draw up a management contract plan and framework and seek approval. 

5. Advertise for Expression of Interest for the management contract. 

6. Prepare Request for Proposal (RFP) and bidding documents. 

7. Receive EOI's, evaluate and pre-qualify bidders and seek approval thereof. 

8. Issue out RFP and bidding document to pre-qualified bidders. 

9. Prepare and hold pre-bid conference, data room and physical due 

diligence. 

10. Send out addendum on answers to questions and any other necessary 

information. 

11. Receive and evaluate proposals and bids. 

12. Seek approval for the technical evaluation result and opening of the bids. 

13. Public opening of the bids of the technically qualified bidders. 

14. Obtain approval for the preferred and reserved bidders. 

15. Negotiate with the preferred bidder (if it fails negotiate with the reserved 

bidder). 

16. Execute the management contract agreement. 

17. Commence transition period. 

18. Hand over the SEP to the private company managers. 

19. Monitor the implementation of the management contract agreement. 
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ANNEX D.9 

 

LEASES 

 

Unlike management contracts, under a lease arrangement, a firm operates and maintains 

the SEP at its own commercial risk with income from tariffs. As with management 

contracts, the lessee has no obligation to invest in infrastructure. 

 

Leasing requires the Government to commit to tariffs that cover at least the operating and 

maintenance costs, and gives the operator adequate incentive to ensure that tariffs are 

collected and that operating costs are minimised. The efficiency of this arrangement is 

compromised by the separation of operation and maintenance responsibilities from 

investment responsibilities. This creates operational problems and in some cases this can 

be complicated by the inability of the public authority to invest enough capital, which 

hinders the performance of the operator. 

 

Finance leases of assets where ownership of assets passes to the lessee at the end of the 

lease period, and operating leases in which the ownership of the asset remains with the 

lessor have also been used in privatisation situations.  

 

a) Procedures for Leasing SEP Assets 

 

The initial concept of leasing in the form of an information memorandum is presented to 

the CCPD to seek recommendations and subsequent approval by Cabinet. The 

information memorandum should include but not limited to the following: 

 

1. Detailed examination of the SEP to identify problems, and proffer turnaround 

strategies in the short, medium and long term. 

2. Recommend and justify the leasing of the SEP’s assets. 

3. Determine the excess capacity to be leased. 

4. Estimate value and highlight of the proposal. 

5. Finalizing the information memorandum and approval of the concept. 

 

b) Steps Following Cabinet Committee on Parastatals Development and 

Cabinet Approval.  

 

Following approval of the strategy for the SEP, the steps will include (in simplified 

form): 

 

1. Marketing the SEP locally and internationally if appropriate and invitation of 

proposals from potential lessee.  
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2. Receipt of initial letters of interest, signing of confidentiality agreements by 

potential lessee. 

3. Receipt of proposals from interested parties. 

4. Evaluation of proposals. 

5. Conclusion of lease agreements and completion of the transaction. 

c) Key considerations before signing a commercial lease agreement: 

i. Rent amount: calculation of the rent amount based on the square 

footage of the space, equipment leased and other considerations.  

ii. Rent increases: lease agreements will usually provide for an annual 

percentage-based rent increase to negotiate with the tenant.  

iii. Security deposit: The lease should verify the amount of the security 

deposit and the terms regarding its return.  

iv. Length of the lease: it is ideal to have short-term lease with an option 

to renew. This may raise the rent amount as well as offering 

flexibility.  

v. Improvements: A lease should address what improvements or 

modifications can be made to the property, which party will pay for 

the improvements, and whether the tenant is responsible for 

returning the unit to its original condition at the end of the tenancy.  

vi. Description of the property: The lease should clearly describe the 

property under lease.  

vii. Use clause: Many lease agreements will incorporate a use clause to 

define the activity the tenant can engage in on the premises. These 

clauses are in place to protect the property from damage and limit 

the liability of the property owner.  

viii. Exclusivity clause: This is an important clause for retail businesses 

renting space in a commercial complex. An exclusivity clause will 

prevent a landlord from renting space to a competitor.  

ix. Assigning and subletting: Agree on the right to assign the lease or 

sublet the space to another tenant.  
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ANNEX D.10 

 

JOINT VENTURES
23

 (JV)  

 

This is an entity formed between two or more parties to undertake economic activity 

together. The parties agree to create a new entity by both contributing equity, and they 

then share in the revenues, expenses and control of the enterprises. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

                         
23 Processes and procedures for privatisation through a strategic partner apply. 

http://en.wikipedia.org/wiki/Ownership_equity
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SECTION E 

 GENERIC ISSUES ON OUTSOURCING OF PROFESSIONAL SERVICES 

 

 

Introduction 

 

This section details the generic cross cutting procedures that guide the engagement of 

transaction advisors for Section B, C and D to ensure that the engagement process is 

transparent and in line with Government procurement processes as guided by State 

Procurement Board (SPB) through the Procurement Act and procurement regulations. It 

further gives a guide on the format and content of documents used in the outsourcing 

exercise. 

 

It should be noted that in some cases, Government may undertake and implement some 

restructuring strategies using its own internal expertise. However, whenever the need 

arises to engage or outsource external advisory services for any restructuring strategy or 

strategies under consideration, reference should be made to the processes and procedures 

detailed in this section. SPB approvals should be sought and granted at appropriate stages 

of the procurement process in line with the procurement law and regulations. 

 

Rationale 

 

In this manual, the term “outsourcing” refers to the appointment of firms, whether 

accountants, lawyers, management consultants, merchant and investment bankers, public 

relations advisers etc. to carry out restructuring transactions or components of them on 

behalf of the Technical Committee or Restructuring Inter-Ministerial Committee and the 

“Seller”
24

 of the SEP. The work of these firms will be subject to supervision of the 

Technical Committee.  

 

Outsourcing has a number of advantages. Among other things it allows government to 

achieve greater numbers of restructuring transactions by drawing in additional expertise 

from the private sector to take on responsibility for much of the transaction process. It 

will also foster further development of the private professional services sector in 

Zimbabwe through direct use of local professionals who build up experience, much of 

which can later be used in other corporate finance and related fields not associated with 

the SEP restructuring programme.  Furthermore, it ensures that Government and the 

public at large derive the maximum benefit out of the restructuring process through 

professional and transparent execution of the restructuring transactions, and in line with 

international best practice, as well as enhancing private investors’ confidence in the 

transactions. 

                         
24

 The Seller in the case of a company will be whichever Line Ministry/ institution is the owner of its shares. This could be 
a parent or holding company, or a trust that holds the shares on behalf of the Government. 
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The procedures for outsourcing, registration of external professional advisers, selection of 

firms for complex and specialist industries and their selection and retention for provision 

of services under the privatisation programme are outlined in this section. 

 

Register of consultants 

 

SERA will maintain a register of firms pre-qualified to undertake privatisation 

transactions, and assignments in support of these transactions. The register is held at the 

Agency’s head office. 

 

The register is divided into the following categories: 

 management, financial and business consultants; 

 legal practitioner firms and consultants 

 firms of Chartered Accountants  

 merchant banks, investment banks and non-bank financial institutions 

 surveyors, valuers, estate managers and landed property consultants 

 training firms and human resource specialists. 

 

Interested persons may inspect the names of pre-qualified firms by appointment at SERA. 

No charge will be made for this inspection. 

 

Application to register as a pre-qualified firm 

 

Firms wishing to join the register must submit to SERA the following information (as 

relevant): 

 

1. The firm’s full name, address and contact details. 

2. The date of the firm’s establishment. 

3. A list of the firm’s directors or partners. 

4. The names and addresses of the firm’s bankers and auditors. 

5. The firm’s fee income for the last three consecutive financial years. 

6. A Statement of the firm’s capabilities in privatisation, corporate finance, mergers 

and acquisitions and other related fields. 

7. A Statement of the firm’s relevant experience during the last three years, 

including details of major assignments and transactions in which it has been 

involved, and in what capacity. 

8. The firm’s current number of permanent professional staff and regularly used 

other individuals, together with curricula vitae of those persons likely to be 

engaged on any privatisation work undertaken for SERA. 
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9. The firm’s working relationships, correspondent firm or other linkages (actual or 

planned), with local or international firms. 

 

In the case of larger privatisation transactions and those in specialist industries 

collaboration between Zimbabwean and international firms is encouraged as a means of 

building consulting “capacity” and expertise in Zimbabwe, by exposure of local staff in 

teams of high quality international professionals. 

 

Evaluation of local firms’ applications for registration 

 

SERA will evaluate local applications received and give a score out of 100, based on, in 

the case of each category, the criteria and weightings contained in the relevant evaluation 

matrix set out in Annex E.1 to this manual. Only those firms that score a minimum of 60 

points will be entered on SERA’s register of pre-qualified firms. 

 

SERA will use its best efforts to complete evaluation of applications within two weeks 

from their receipt. Firms will be advised by SERA of the outcome of their applications as 

soon as practicable after evaluation.  

 

Performance records of pre-qualified firms 

 

The register includes a record of the performance of each pre-qualified firm. The 

following details will be maintained for each firm: 

 

 the assignments for which it has been short-listed; 

 in the case of each such assignment, whether or not it submitted a proposal; 

 the scores awarded for technical proposals submitted by it; 

 the assignments which it has been awarded; and 

 its performance in carrying out such assignments. 

 

The record will be regularly updated as appropriate. 

 

Selection of firms for advisory services 

 

Firms registered as pre-qualified with SERA will be preferred in compiling short lists of 

firms to be invited to submit proposals in the event that:.  

 

 Non-competitive procedures can exceptionally be used when time is of the essence or 

there are good and transparent reasons for using a particular firm. These non-

competitive procedures can only be used for small assignments. No specified value of 

a “small assignment” is given, but US$40,000 may be used as a guide. 
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In the case of all other assignments, the Technical Committee will evaluate an 

appropriate adviser.  

 

In considering whether a firm is capable of undertaking the work the Technical 

Committee must take the following matters into account: 

 

 whether, given the size and/or complexity of the SEP concerned, the firm has 

sufficient resources to carry out the mandate on a timely basis, particularly in the light 

of any other mandates that the firm is currently undertaking for Government of 

Zimbabwe for which it has been invited to submit a proposal. 

 

 whether the firm has relevant expertise and experience to be able to carry out the 

assignment, especially where the SEP concerned is in a highly specialised industry. 

 

 quality of proposals previously submitted by the firm. 

 

 where the firm has carried out previous assignments for Government of Zimbabwe, 

whether such firm’s performance has, in connection with those assignments, been 

acceptable. 

 

Expressions of Interest (EOIs) 

 

Requesting expressions of interest (EOIs) in a specific planned restructuring transaction, 

which can be by advertising or by direct approach letter to selected firms, is an 

appropriate way of producing a long list of firms that can subsequently be reduced to a 

short list of invitees who will be requested for proposals.  Advertising for expressions of 

interest is the common method used by international donor agencies and some 

governments. 

 

Whether by invitation to known firms to submit EOIs or by advertising, the mechanism is 

much the same. The content of a draft letter is provided in Annex E.2.   

 

Following receipt of the EOIs they will be appraised and a short list of firms produced 

that will receive invitations to submit proposals (also known as “Requests for Proposals” 

or RFP). The appraisal process is much the same as an evaluation of proposals although 

the weighting of criteria will be different, in that firms will not be able to include in their 

EOIs the actual CVs that they would include in a proposal, nor will there be any 

methodology. Therefore most of the evaluation points will need to be allocated to the 

firm’s experience, with a small percentage to any CVs included, or to any brief career 

summaries that may have been included for some of the firm’s key personnel.  
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Short lists 

 

In order to assist the work of the Technical Committee in identifying Advisers, the 

Technical Committee will draw up a short list of firms. A short list will usually comprise 

five firms; there will normally be a lower limit of three and an upper limit of six. For 

small assignments there may be some flexibility in this if there are good and transparent 

reasons for using non-competitive procedures. 

 

The reason for limiting the size of short lists of firms to be invited to submit proposals is 

that if only 5 are included they will then all be motivated to prepare good proposals and 

can be reliably expected to put adequate professional effort into preparing those 

proposals, knowing that they each have a 20% probability of winning the mandate. 

Conversely if the final short list was long, say 12 firms on the short list, few of them 

would be willing to put in the resources to prepare the quality of proposal wanted, 

knowing that they would each only have an 8% probability of winning the mandate.   

 

Only a small number of the pre-qualified firms will be capable of handling restructuring 

assignments through to completion of transaction in a lead capacity, and so a grouping 

comprising a lead firm and sub-contractor firms (often incorrectly referred to as a 

consortium) may be the norm for the larger work programmes and complete restructuring 

transactions. 

 

In considering whether a firm is likely to submit a proposal if invited to do so, SERA will 

take into account whether the firm has submitted proposals in response to previous 

invitations. Consideration should be given to obtaining confirmation from a firm that it is 

indeed interested in a particular assignment, prior to its being short-listed. 

 

Proposal documentation should expressly encourage foreign firms to associate with 

Zimbabwe firms wherever possible. Associations between firms on a short list will only 

be permitted with SERA prior approval and should normally not be allowed as these 

defeats the objective of the short listing. Zimbabwe based firms may only associate with 

one foreign firm on an invited list. 

 

Documentation 

 

The following documents must be prepared in respect of an assignment: 

 request for proposal, Section E(g) 

 terms of reference, Section E.5 

 sample form of outsourcing contract, Section E.7 

 

In certain cases the documentation may need to mention specific concerns of the 

Government with regard to (among other issues): 
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 environmental problems, or 

 the need for special provision for disposal of surplus labour.  

 

Confirmation of receipt 

 

Short-listed firms are asked to confirm receipt of documentation and within ten days of 

such receipt to inform the Line Ministry whether or not they will be submitting proposals. 

Failure to do so by a short-listed firm will not, however, disqualify its proposal. 

 

Proposals must comprise separate technical and financial proposals and contain the 

information set out in the terms of reference. 

 

REQUEST FOR PROPOSAL 

 

The Technical Committee (TC) working with State Procurement Board shall develop 

Request for Proposals (RFP) from prospective advisors/consultants. RFP and invitation 

letter inviting bids should first be approved by the State Procurement Board. The TC 

through the Line Ministry concerned shall then make invitations of bids from prospective 

bidders through Government Gazette and other National News Papers. Advert for RFP is 

provided in Section E(e). 

 

SUBMISSION OF TENDERS/BIDs 

 

Bidders must submit number of copies (specified by the RFP) of two separate 

proposals clearly marked “Technical Proposal” and “Financial Proposal” 

 

All tenders must be submitted to the Principal Officer, State Procurement Board, Old 

Reserve Bank Building, 76 Samora Machel Avenue, Harare. 

 

The tender must be enclosed in sealed envelopes, endorsed on the outside with the 

advertised tender number, the closing date and description of tender and must be posted 

in time to be sorted into Post Office Box CY408 Causeway, Harare, or delivered by 

hand to the Principal Officer, State Procurement Board, 76 Samora Machel Avenue, 

Harare, before 1000 hours on the closing date notified. 

 

Tenders which are properly addressed to the State Procurement Board in envelopes with 

the advertised tender number, the closing date and tender description endorsed on the 

outside are not opened until 1000 hours on the closing date. 

 

Note:  Tenders which are not received by 10:00 hours on the closing date, whether by 

hand, by post will be treated as late tenders and will be rejected. 
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Tenders must be submitted in number of copies (specified in RFP) with original 

clearly marked ‘Original’ and each copy marked ‘Copy’. 

 

Tele-fax tenders are not accepted. 

 

Any tender submitted that does not fully comply with the above terms and conditions will 

be rejected without further consideration as will tenders received after the published 

closing date. 

 

All queries regarding the tender shall be forwarded in writing to the Permanent 

Secretary/ Director for Finance, Harare at least two weeks before the closing date of 

tender.     

 

Any neglect, delay or failure on the part of the Bidder to obtain additional information 

upon the above or any other matters which the bidder considers necessary shall not 

relieve him from responsibility as a bidder. 

 

Bidders are required to adhere to the instructions regarding preparation and submission of 

tenders as those who do not comply will be disqualified. 

 

Evaluation of Bids 

 

The Technical Committee will evaluate the submitted proposals. The Technical 

Committee should have an odd number of members and one of the members has to 

accept the role of Chairman of the Technical Committee for the purpose. 

 

The evaluation process should be a two-stage process, with technical proposals evaluated 

first and given a score out of 100 using the criteria set out in the relevant request for 

proposals. Subsequently the price proposals will be separately evaluated and weighted as 

set out in the invitation letter. The winner will be the firm with the highest combined 

score. Forms for the evaluation are provided in Annex E.3. 

 

The weighting between the technical proposal and financial proposal needs to be decided 

in advance and communicated to the short listed firms in the request for E.4. Normally up 

to 80 of the available 100 points should be allocated to the technical proposal and 20 to 

the financial.  

 

Evaluation of technical proposals  

 

Assuming that of the available 80 points for the technical proposal, different percentages 

of the total (i.e. percentages of 80) will be allocated to the various evaluation factors. In 

the example of Annex E3., given for illustrative purposes only, the allocation is: 
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Team Leader        15 points 

Other Team Members       20 points 

Overall Team composition        5 points 

Methodology        40 points 

Experience of the firm      20 points 

         ______ 

Total Points        100% 

          

The total percentage will then be expressed as points out of 80 (in this case). For example 

if the evaluation of five technical proposals produces percentages according the above 

method as follows: 

 

Firm 1 – 78% 

Firm 2 – 82 % 

Firm 3 – 64% 

Firm 4 – 70% 

Firm 5 - 72% 

 

Then the points would be allocated as follows: 

 

Firm 1 – 78% of 80 = 62.4 

Firm 2 – 82% of 80 = 65.6 

Firm 3 – 64% of 80 = 51.2 

Firm 4 – 70% of 80 = 56.0 

Firm 5 – 72% of 80 = 57.6 

 

Evaluation of Financial Proposals 

 

The available 20 percentage points for the financial proposals will be allocated as 

follows: 

 

The least expensive proposal (Fixed fees+ Success fees+ other expenses) will be 

allocated 20 points. 

 

Each of the other financial proposals will be allocated points proportional to that 20. For 

example, assume that the proposals, for which the total prices are as follows:  

 

Firm 1 - US$400,000 

Firm 2 - US$625,000 

Firm 3 - US$250,000 – lowest price 

Firm 4 - US$555,000 
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Firm 5 - US$385,000 

 

Points for the financial proposals would then be allocated as follows: 

Proposal from Firm 3, the lowest would receive 20 points.  

 

The points allocation for the others would then be: 

 

Firm 1 = 20 x 250/400 = 12.5 

Firm 2 = 20 x 250/625 = 8 

Firm 4 = 20 x 250/555 = 9 

Firm 5 = 20 x 250/385 = 13 

 

Final points award 

 

The points for each financial proposal will then be added to those already awarded for the 

technical proposals as follows: 

 

Proposal firm Technical  Financial  Total Ranking 

Firm 1 62.4 12.5 75.0 1 

Firm 2 65.6 8 73.6 2 

Firm 3 51.2 20 71.2 3 

Firm 4 56.0 9 65.0 5 

Firm 5 57.6 13 70.6 4 

 

The top ranked firm is therefore Firm 1. This firm being the one with which negotiations 

open and to which the contract will be awarded, assuming that no unforeseen hurdles 

arise during negotiations. 

 

Introducing a technical cut-off line to disqualify poor technical proposals 

 

What is also a good approach to prevent a poor quality technical proposal from winning, 

if it is linked to a very low financial proposal, is to introduce a cut-off line below which 

any firm that achieves less than a specified number of points for its technical proposal 

will automatically be disqualified from further review, no matter what its financial 

proposal is.  

 

Use of interview panels 

 

 In exceptional cases, where there is very little difference in the evaluation results of more 

than one firm it may be necessary to form an interview panel to finally decide the winner 
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(“beauty parade”
25

). The interview panel should as far as possible include all of the 

evaluation committee. On behalf of the bidding firms, the interview panel should be 

attended by: 

 

 A senior representative of the firm, based at the firm’s head office and who 

will have overall responsibility for provision of the firm’s services. 

 The designated team leader/project manager who will be the main person 

conducting the work.  

 A third person if appropriate who could be a representative of a local firm if 

the work is to undertaken by a consortium and the lead firm is a foreign firm. 

This is at the discretion of the firm invited for negotiations. 

 

In view of its high cost to the bidding firms, a “beauty parade” should only be used where 

two or more firms are very closely ranked, and where it is absolutely essential to meet the 

key personnel in order finally to decide the winner.  

 

Fees for restructuring transactions 
 

Fees to professional advisers (whether local or foreign advisers) in many cases will need 

to be paid on a time cost basis, i.e. fees paid for hours or days of outsourced legal, 

accountancy, advertising and other services. However, Zimbabwe does not have 

unlimited funds with which to pay professional fees to professional transaction advisers 

and nor is there an unlimited pool of donor funds available for that activity. So choice is 

between – 

 

 Fees paid for time used and – 

 

 Success fees paid for a successfully completed restructuring transaction. 

 

Success fees are based on the success in achievement of objectives set by the seller of the 

SEP, in this case the Line Ministry acting for the Government. The objective will be 

achievement of the “best” outcome for the country. “Best” in this context is the optimum 

combination of transaction value
26

 and other factors to be decided in advance (and 

communicated to bidders at the time of invitation to prepare proposals) and then 

negotiated with the potential new investor. 

 

The adviser could be paid a fee on the basis of transaction value, calculated on a scale 

(known as the Lehman formula), but adjusted for perceived difficulty of the transaction, 

and the probability of success. 

 

                         
25

 “Beauty parade” – see Glossary 
26 Transaction value – see Section F Part (4). 
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The comparison between the two systems of fee payment for transactions can be 

summarised as follows:  

 

1. Time Cost: 

 

 At worst there is little incentive for the adviser to aim for optimum transaction 

value, other than maintaining the firm’s own professional reputation. 

 There may be a disincentive to complete the transaction in minimum time. As the 

greater the work the greater the fee, or even if there is a ceiling on the fee (which 

there should be) there is still the possibility of the advisory firm not giving the 

level of priority to the transaction that is required, in order for the firm to fit it 

around other professional commitments to other clients. 

 

2. Success Fee 

 

 The adviser is motivated to achieve maximum transaction value, and to complete 

the transaction as soon as possible, but  

 The success fee system is not generally suitable for smaller transactions.  

 

It is usual in many circumstances, and especially in emerging market countries such as 

Zimbabwe, for the adviser to require a retainer to cover at least his expenses. This is 

because of the relatively higher risk of not being able to complete a transaction than 

might be the case in a country with a well developed capital market in which “mergers 

and acquisitions” (M&A) are a normal part of the business environment.  

 

For this reason in emerging markets it is desirable to split the system, with an element of 

time cost, plus expenses for the initial part of the work and possibly much more than that, 

and with a much reduced success fee element reserved for the final stages of the 

transaction. So that effectively the success fee is more in the nature of a “transaction 

completion bonus”. Alternatively, another possibility is for a success fee to be paid on 

completion in such a sum that it cancels out (or refunds) the previous payments made to 

the adviser, once it has been decided use that route rather than to continue on a time cost 

basis through to completion of the transaction. In this way it may be possible to include 

the success fee (effectively nearly the whole transaction cost) in the costs to be borne by 

the new investor.   

 

Negotiations 
 

After completion of the evaluation process (technical, financial and “beauty parade” if 

there is one), the Line Ministry shall advise the winning firm by fax of its intention to 

open contract negotiations. Such firm will be expected to make available within seven 

days of notification (although flexibility will be allowed for good reasons), a fully 
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authorised representative for contract negotiations. He or she will normally be a senior 

representative of the firm who will have overall responsibility for provision of the firm’s 

services. 

 

Negotiations will start with discussion of the firm’s proposal, the proposed work plan, 

staffing and any suggestions made to improve the terms of reference. Agreement will 

then be reached on the final terms of reference and the staffing. Once these matters have 

been agreed, discussions with regard to the amount and composition of any estimated 

reimbursable expenses may take place. 

 

Agreement  

 

Once full agreement has been reached, the mandate will be awarded by signature of 

contract. 

 

The Technical Committee must ensure that the advisory firm for provision of services is 

selected and negotiations completed within sixty days from the closing date for receipt of 

proposals, since proposals will not remain valid after that period. If there are genuine 

reasons why this cannot be completed, all firms who have submitted proposals should be 

asked to keep their proposals valid for a further thirty days. After that, firms should be 

allowed to modify their teams designated for the work and if necessary to modify their 

financial proposals accordingly.  

 

Promptly after completion of contract negotiations with the winning firm and signature of 

the contract, the Line Ministry must notify other firms on the short list that they were 

unsuccessful. 

 

Unless agreed otherwise, the winning firm is expected to mobilise and to start carrying 

out the mandate not later than four weeks after the outsourcing contract has been signed. 

To assist in carrying out their tasks, the firm must be provided with all relevant 

information and documentation held by the Line Ministry/SEP in relation to the 

assignment concerned. 

 

Sale and Purchase Agreement 

 

The Government and the investors shall enter into a sale and purchase agreement for the 

shares of assets of the SEP/project. Ideally, the draft sale and purchase agreement should be 

prepared and sent to the potential investor by the line Ministry on notification of the 

selection of the bidder, using as a starting point: 

 

 where the chosen mode of privatisation is the sale of assets, the form set out 

as in Annex C. 12.  
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 where the chosen mode of privatisation is the sale of shares, the form set out 

as in Annex C. 13.  

 

The Bidder must sign the agreed sale and purchase agreement within fourteen days after 

that notification. 

 

After the Bidder has signed the agreement, the line Minister or other approved signatory] 

shall sign the agreement as the Government’s agent.  

 

NOTE: These draft agreements should be carefully reviewed, tailored and amended to meet the needs of 

specific transactions. 
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ANNEX E. 1 

 

APPRAISAL OF CAPABILITY STATEMENTS 

 

APPRAISAL OF CAPABILITY STATEMENTS  

 management, financial and business consultants; 

 legal practitioner firms and consultants 

 firms of Chartered Accountants  

 merchant banks, investment banks and non-bank financial institutions 

 surveyors, valuers, estate managers and landed property consultants. 

Name of Institution/firm/company: 

Evaluation Criteria max. 

Points 

points. 

Awarded 

Remarks 

Qualification & Relevant  

Experience of professional 

staff/partners/directors 

Points allocated as follows: 

Relevant Experience of above: 

Education/Membership of Professional 

Body 

Position in institution/firm/company: 

(40) 

 

 

 

(30) 

(5) 

(5) 

  

Background and Experience of Firm 

Points allocated as follows: 

1. Appropriate restructuring mandates or 

assignments 

2. Acquisitions & mergers, flotation of 

companies, financial restructuring and 

related areas. 

3. Interfacing with Governments, 

Ministries, SEPs etc.  

(40) 

 

(20) 

(15) 

 

 

(5) 

  

Contacts with Other Consulting Firms 

Access to other professional functions: 

Ability to source experts for large SEPs: 

(20) 

(10) 

(10) 
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ANNEX E.2 

 

DRAFT INVITATION TO SUBMIT EXPRESSION OF INTEREST AS LEAD 

TRANSACTION ADVISER 

 

Our ref:  ...................................... 

[Name and address of consultant]                                         [date] 

 

To [addressees attached] 

 

Dear Sir 

 

RE: Company Limited – Invitation to Submit Expression of Interest as Lead 

Adviser in Privatisation 

 

The [Line Ministry] intends to appoint a firm as lead professional adviser who will 

provide services in connection with the restructuring of [Company] Limited 

 

We intend that the restructuring shall be achieved through [include appropriate text, as 

e.g. selection and negotiation of investment by a strategic partner, followed by a listing of 

shares on the Zimbabwe Stock Exchange (ZSE) and potentially on another stock 

exchange (or exchanges) through an Initial Public Offering (IPO)]. 

 

The strategic partner will need to be [text as appropriate] that can be relied upon to lead 

the future development of [the company]. 

 

You are, by this letter invited to submit to us an expression of interest (EOI) in this role 

of lead adviser, either alone or in co-operation with one or more other firms if you do not 

have all of the necessary expertise in-house. 

 

Your EOI should include the following information, and it will be upon an assessment of 

EOIs from firms receiving this letter that the short list will be produced of firms invited to 

bid for the work. 

 

1. Your firm’s experience in relevant restructuring experience and related corporate 

finance activities. Specifying the [industry], dates and names of referees whom 

we may contact if necessary, and if any of these were donor funded the names of 

the agencies and contact persons concerned. This experience summary should be 

provided for the lead firm within your group and for any sub-contract firms you 

wish to engage. 
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2. General restructuring and related corporate finance experience of your firm and of 

firms with which you intend to work should be similarly summarised in brief, 

with dates.  

 

3. Other professional experience in African countries, and in all other developing 

and transitional economies in which you have provided related services, with 

dates in each case. 

 

4. Sample CVs of those professionals whom you may plan to involve in this contract 

if awarded, although a firm commitment to use those specific persons is not 

required at this stage. 

 

5. A general background summary of your firm. 

 

Would you please let us have this expression of interest, at the latest by [date]. After that 

time we will not be able to consider your firm for short listing. We intend to complete the 

short listing for the work over the few days following that date, and if your firm is to be 

invited to submit a bid for the work we will let you have the terms of reference and other 

associated documentation immediately after short listing. 

 

Yours sincerely 

 

 

 

 

 

Secretary for [Line Ministry] 
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ANNEX E. 3 

 

APPRAISAL OF EXPRESSIONS OF INTEREST FOR SHORT LISTING AS 

LEAD FINANCIAL ADVISERS – HYPOTHETICAL EXAMPLE 

 

Criterion Points  

available 

Firm 1 Firm 2 Firm 3 Firm 4 Firm 5 Firm 6 

Experience in 

restructuring, M&A and 

related corporate finance 

with specific reference to 

this industry or similar 

40 32 30 0 12 25 32 

General restructuring & 

corporate financial 

advisory work of relevance. 

25 22 15 10 15 8 18 

Work in Africa & 

developing/transitional 

economies. 

20 17 18 12 17 8 9 

Assessment of CVs 

included with the EOI 

15 10 11 9 9 10 12 

Total 100 81 74 31 53 51 71 

 

Summary: 

 

The objective of using expressions of interest is to produce a short list of firms that would 

be sent requests for proposal. Therefore a shortlist of between 3 and 5 firms is needed 

ideally. In this case a cut-off point of 70 points could be used, which would mean that 

only Firms 1, 2 and 6 would be short listed for this privatisation mandate. 
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ANNEX E. 4 
 

REQUEST FOR PROPOSAL ADVERT 

 
STATE PROCUREMENT BOARD 

 

INVITATION TO FORMAL TENDER 

 

 

MINISTRY OF ........................................ 

 

 

Tenders must be enclosed in sealed envelopes and endorsed on the outside with the 

advertisement tender number, the description and closing date.  Tenders must be posted 

in time to be sorted into Post Office Box ................... and be received at State 

Procurement Board before the tender closing date or delivered by hand to The Principal 

Officer, State Procurement Board, 5
th

 Floor, Old Reserve Bank Building, 76 Samora 

Machel Avenue, Harare, Zimbabwe before 1000 hours on the closing date. 

 

TENDER NO: Ref..... REQUEST PROPOSAL FOR ADVISORS FOR (Name of 

SEP/Project) RESTRUCTURING 

 

CLOSING DATE: ............................................... 

 

Interested bidders are required to obtain the Tender document which consist the 

instructions and scope of work from the Permanent Secretary, Ministry of 

................................................, (Physical Address), upon payment of a non-refundable fee 

of USD........................ 

 

Your submission should reach The State Procurement Board not later than the closing 

date on .......................... late submissions will not be accepted. 

 

 
 

 

 

 

 

 

 

http://en.wikipedia.org/wiki/Image:Zimbabwe_Coat_of_Arms_Hi.png
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ANNEX E.5 

Evaluation Form-Technical Proposal 

EVALUATION CRITERIA MINIMUM REQUIREMENTS 
POSSIBLE SCORE 

(points) 

Team Leader Relevant Financial degree 

 

Membership of a recognized professional body 

 

At least 10 years  Advisory/Consultancy experience (specify projects involved 

and the level of involvement for the past 10 years) 

 

Restructuring transactions (Only first 3 transactions will be considered, 2 

points per transaction) 

 

Specific restructuring transactions relevant to the transaction under 

consideration, e.g. bank restructuring; power generation, civil aviation, 

etc.(Only one transaction will be considered , 2 points per transaction) 

                   2  

 

1 

 

4 

 

 

6 

 

 

2 

 

Total Score=15 

Other Team Members (Average of two best members) 

Relevant Financial degree (one point per member) 

 

Membership of recognized professional body (one point per member)  

 

At least 5years  Advisory/Consultancy experience (two points per member) 

 

Restructuring transactions Only first 5 transactions per member will be 

considered, 1 point per transaction) 

 

Specific restructuring transactions in the specific field under consideration 

(Only one transaction  per member will be considered, one  point per 

transaction ) 

               

                   2 

 

2 

 

4 

 

 

10 

 

 

2 

 

 

Total Score=20 

Overall  Team Composition  (All team members, team leader included) 

Any team member  with Commercial law degree or related qualification 

 

Any team member  with Investment/Corporate Finance/Finance related 

degree/CFA or CFA related professional  qualification 

 

Any team member who is indigenous Zimbabwean  

                

                   2 

               

                

                   2 

 

                   1         

                

   Total Score=5 

Methodology 

 

General initiative/innovative in the approach 

Practicality/Appropriateness/Relevance  

Time frame/allocation  

 

15 

15 

10 

Total Score=40 

Experience of the firm 

 

SADC Region/Local restructuring (Only first 5 transactions will be 

considered, 2 points per transaction) 

 

SADC Region/Local  specific restructuring relevant to the specific 

restructuring under consideration, e.g. Bank restructuring (Only two 

transactions will be considered, 2.5 points per transaction )  

 

 

 

 

10 

 

 

5 
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Evaluation form 2 – Financial proposal evaluation 

 

Name of firm 

bidding 

(1) 

Total price 

bid 

(2) 

Indicate lowest 

bid 

(3) 

Points 

calculation 

(4) 

Points 

 

(5) 

Ranking 

 

(6) 

Firm 1 

 

     

Firm 2 

 

     

Firm 3 

 

     

Firm 4 

 

     

Firm 5 

 

     

 

 

Composite evaluation of Technical and Financial proposals 

 

Name of firm 

bidding 

(1) 

Technical 

evaluation 

(2) 

Financial 

evaluation 

(3) 

Total points 

(2 + 3) 

(4) 

Ranking 

of firms 

(5) 

Firm 1 

 

    

Firm 2 

 

    

Firm 3 

 

    

Firm 4 

 

    

Firm 5 

 

    

 

 

International /outside SADC region restructuring (Only first 3 transactions will 

be considered, 1 point per transaction) 

 

International /outside SADC region Specific restructuring relevant to the 

restructuring under consideration, e.g. bank restructuring (Only one 

transaction  will be considered, 2 points per transaction ) 

 

3 

 

 

2 

 

 

Total Score=20 

OVERALL SCORE  100% 
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ANNEX E.6 

REQUEST FOR PROPOSAL 

 

Our ref:  ........................................  

[Name and address of consultant]                                         [date] 

 

Dear Sir, 

[Name of the SEP] 

 

You are invited to submit a proposal for advisory services in connection with the 

restructuring of [name of the SEP]. The proposal could form the basis for future 

negotiations and ultimately an outsourcing contract between your firm and the Ministry. 

 

The Ministry intends to appoint advisers to provide services in connection with the 

restructuring of the SEP. 

 

To enable you to submit a proposal, I enclose: 

 

 terms of reference; 

 sample form of outsourcing contract under which the services will be provided. 

 by way of background information, [one or more of, as appropriate: information 

memorandum, valuation report, legal opinion, most recent audited accounts, other 

background etc.] in relation to the SEP. 

 

Technical proposals will be evaluated using the following criteria: 

Team Leader        15 points 

Other Team Members       20 points 

Overall Team composition        5 points 

Methodology        40 points 

Experience of the firm      20 points 

         ______ 

Total Points        100% 

 

Financial proposals will also be given a score out of 100, based on the expected total 

cost of the assignment, being the aggregate of the proposed fixed fee, the proposed 

success fee (if applicable) and the estimated reimbursable expenses. For the purpose 

of evaluating financial proposals (but for no other purpose): 

 

 Fees and expenses in financial proposals expressed in a currency other than US$ 

will be converted to US dollars using the spot rate quoted in the London Financial 

Times on the date seven days before the closing date for submission of proposals. 
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 The success fee if applicable
27

 will be expressed as a percentage of the transaction 

value. The transaction value being the sum of: 

 

- Cash proceeds from the transaction. 

- Debt take-over by the investor (if applicable). 

- Guarantees of new investment in the SEP. 

 

In the case of a success fee the firm making the proposal will be expected to make 

(and justify) its estimate of the transaction value.  

 

The overall evaluation will attribute 80% to technical and 20% to the financial 

proposal. 

 

Any proposed success fee
28

 must be equal to or greater than the proposed fixed 

fee. 

 

The firm whose proposal is given the highest combined technical and financial score 

on the weightings set out above will be selected for contract negotiations. Such firm 

will be advised by fax, and will be expected to make available: 

 

 A fully authorised representative for contract negotiations, who will normally be a 

senior representative of the firm, based at the firm’s head office and who will 

have overall responsibility for provision of the firm’s services. 

 The designated team leader/project manager who will be the main person 

conducting the work.  

 A third person if appropriate who could be a representative of local firm if the 

work is to be undertaken by a consortium and the lead firm is a foreign firm. This 

is at the discretion of the firm invited for negotiations. 

 

You are requested to hold your proposal valid for ........... days from the closing date for 

submission of proposals, during which time you will maintain, without change, the 

personnel proposed for the assignment and your proposed fees. 

 

Please note that the cost of preparing your proposal and if relevant, of negotiating the 

outsourcing contract (including any trips to Zimbabwe) is not reimbursable as a direct 

cost of the assignment. 

 

If your firm is appointed, you will be expected to start carrying out the mandate not later 

than four weeks after the date on which the outsourcing contract is signed. 

 

                         
27

  Success fees – Annex C.19. 
28

  Success fees – Annex C.19 
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If you consider that your firm does not have all the professional experience in house as 

required for this assignment, there is no objection to your firm associating with another 

firm or firms to enable a full range of experience to be presented, by way of either a joint 

venture or subcontracting arrangements. Further, foreign firms are encouraged to 

associate with Zimbabwean firms, but a Zimbabwe based firm will only be allowed to 

associate with one foreign firm or consortium. Associations between firms on the short 

list are only permitted with the prior approval of SERA. Any request for such approval 

should be accompanied with full details of the proposed association. 

 

Invitations to submit proposals have also been sent to the following firms: [   ] 

 

A “two envelope system” will be used for submission of proposals. These containing 

respectively: 

 The technical proposal in one inner envelope. 

 The financial proposal in a second inner envelope. 

 

All envelopes must be sealed and both inners clearly marked on the top right hand corner 

with the address and telephone number of the firm submitting it and “[name of the SEP]”. 

The two inners must also indicate that they contain the technical or financial proposal 

respectively. 

 

The requested number of copies of the proposals must be delivered against official 

Ministry receipt, by hand, post or courier on or before [ ] am/pm Zimbabwe time on [      ] 

to: 

 

Secretary for [Line Ministry] 

(Physical address) 

 

Proposals received after that time will not be accepted and will be returned unopened to 

the firms preparing them. 

 

The Ministry reserves the right in exceptional circumstances, to extend the date for 

delivery of proposals, but in that case will notify all short-listed firms by fax of its 

intention to do this. 

 

The Ministry is not bound to accept any of the proposals submitted. 

 

We would appreciate: 

 

 your confirming receipt of this letter and enclosures; 
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 your informing us, within ten days of that receipt, whether or not you will be 

submitting a proposal 

 

 

Yours Sincerely 

 

 

 

 

Secretary for [Line Ministry] 
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ANNEX E.7 

 

TERMS OF REFERENCE 

 

NOTE: The following is a sample draft “Terms of Reference” only. It is included for 

illustrative purposes and is not intended to be a suggested TOR for any 

specific assignment or privatisation transaction mandate. It is included 

merely to show the types of task and approach that might be included. It must 

therefore not be issued to potential advisers as terms of reference with any 

invitation to propose for an actual privatisation mandate.   

 

1 Introduction 

 

The [Line Ministry] intends to appoint professional advisers (in these terms of 

reference, the “Advisers”) to provide advice in connection with, and ultimately to 

implement, the restructuring of the Government’s interest in the SEP. These terms 

of reference specify the work to be carried out by the Advisers. 

 

2 Objectives of the policy of Restructuring of SEPs 

 

Outline the objectives of the restructuring being pursued by the Government of 

Zimbabwe. These may include the following: 

 

 improve the efficiency and performance of what are at present SEPs. 

 

 increase competition to reduce the numbers of monopolies in the 

economy. 

 

 increasingly facilitate, encourage and ensure indigenous participation in 

the commercial and industrial growth of Zimbabwe, through ownership of 

assets. 

 

 facilitate greater private sector participation from all sources, in all sectors 

of the economy. 

 

 reduce the public sector borrowing requirements and to improve the 

allocation of public funds to productive investment. 

 

 raise revenue for the Treasury. 

 

 make available to those SEPs, at present in the State owned sector, sources 

of new investment capital, which is badly needed for restructuring, re-
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equipping and growth in order for them to contribute further to numbers of 

jobs and to Zimbabwe’s foreign exchange earnings. 

 

 reduce the persistent fiscal deficits arising from the high levels of direct 

and indirect subsidies granted to SEPs is a short term objective of 

privatisation. 

 

 access inter-national markets. 

 

 access new technology and expertise. 

 

 improve on Corporate Governance practices in the SEPs sector; 

 

 align SEPs legislation to new SEPs mandate, local and international 

developments. 

 

 any other objective as spelt out by the Government from time to time. 

 

3 Scope of work 

 

The scope of work of the Advisers will be broken down into a number of tasks, as set out 

below. 

 

Task 1: Familiarisation 

 

The Advisers will familiarise themselves with the process and procedures governing the 

restructuring of SEPs in Zimbabwe. 

 

Task 2: Undertake due diligence review 

 

The Advisers will undertake such review of the SEP/project’s assets, liabilities and 

business activities as is necessary for the purposes of the assignment. 

 

Task 3: Develop strategy 

 

The Advisers will recommend the mode of restructuring for the SEP/project and a 

strategy to carry out the reform strategy. The strategy will, among other things, reflect the 

Government of Zimbabwe’s objectives, the process and procedures used and an 

assessment of the level of investor interest in the SEP. 
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Task 4: Prepare documentation 

 

On such basis of the strategy agreed with the government, the Advisers will prepare, for 

consideration and approval by Government, all requisite legal and other documentation, 

including promotional material, to be used in restructuring process. 

 

Task 5: Bidding 

 

The Advisers will, in consultation with the Technical Committee implement the Bidding 

process, including, in particular: 

 

 advertising the privatisation of the SEP; 

 qualification of interested persons; 

 provision of documentation to interested persons, including Bid procedures, 

promotional material and specimen sale and purchase agreements; 

 receipt of Bid proposals; and 

 opening of Bid proposals. 

 

The Bidding process should be such as to eliminate ambiguity in Bid proposals and to 

permit ready comparisons on common ground. 

 

The Advisers will open Bid proposals within seven days after the closing date for 

submission of such proposals. The Advisers will prepare an appropriate record of the Bid 

opening at which an Agency representative will be present and bidders and members of 

the public will be invited to attend. 

 

All fees received by the Advisers from interested persons upon qualification and/or the 

provision of documentation must be paid to [         ]. 

 

Task 6: Evaluate bid proposals 

 

The Advisers will recommend criteria for evaluation of bid proposals, such criteria 

meeting the Government of Zimbabwe’s objectives. 

 

The criteria agreed with the Technical Committee must be included in the documentation 

provided to interested persons. 

 

The Advisers will participate in the evaluation of bid proposals received, and submit to 

the [Line Ministry], not later than fourteen days after such proposals are opened, an 

evaluation report proposing, on the basis of those criteria, a selected bidder. 
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Task 7: Negotiate Terms of the Restructuring Transaction  

 

The Advisers will participate in the negotiation of the terms of the restructuring 

transaction such as sale and purchase, shareholding structure, treatment of debt, personnel 

etc as applicable to the restructuring transaction as well as all related documentation, with 

the bidder/investor as agreed with the Technical Committee. Some representatives from 

the Technical Committee representatives will be present at negotiations. The Advisers 

shall, if required, procure an appropriate bid bond from any party with whom they 

conduct negotiations. 

 

Upon receipt of approval from Cabinet, the Advisers will assist the signing of 

documentation and completion of the sale and purchase. 

 

In the case of privatisation, Government of Zimbabwe’s aim is to obtain full payment of 

the purchase price upon completion of the sale and purchase. If that is not possible, 

deferred consideration should be guaranteed and /or otherwise secured. 

 

Tasks 8: Attend to post-completion matters 

 

If the mode of restructuring for the SEP is the sale of assets, the Advisers will attend to 

all requisite post-completion matters, including the payment of [    ] and end-of-service 

benefits, the collection of receivables, closing off accounts, etc. and where relevant, 

liquidation of the shell company. 

 

4 Administrative arrangements 

 

The Advisers will report to the [Line Ministry] and work closely with the Technical 

Committee. At the time of submitting the recommended strategy to the [Line Ministry],  

Advisers will submit a detailed work plan for the duration of the assignment. They will, 

in addition to the specific reporting requirements mentioned above in these terms of 

reference, submit monthly reports on the progress of the assignment (which will include 

updates of the work plan to completion) and end-of-assignment report. 

 

The Advisers should note that the Ministry will not be able to provide them with any 

office or other facilities or service in connection with this assignment. 

 

5 Contents of proposal 

 

Your technical proposal should include the following information: 

 

1. A brief description of your firm and its resources. 

2. An outline of your firm’s experience of: 
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(i) Restructuring in Zimbabwe and/or other developing or transitional economy 

countries, acting for either buyers or sellers of SEPs (particularly SEPs 

involved in similar products/markets as the SEP). 

(ii) working with governments and dealing with public policy issues. 

(iii) company financial restructuring and refinancing. 

(iv) Technical competencies relevant to the transaction such as acquisitions and 

mergers,  preparation of companies for stock exchange Listing, public offers 

of shares, MBOs and employee share options schemes, PPPs, Business Plans, 

turnaround strategies, etc. 

3. Your comments or suggestions on the terms of reference, and a description of the 

manner in which your firm would plan to execute the work. 

4. The composition of the team of personal which your firm would provide, and the 

tasks assigned to each team member. 

5. Curricula vitae of the team leader and other key personnel to be assigned to the 

work and of the senior executive in your home office who would be responsible 

for supervision of the team. 

 

Your financial proposal must follow the format given in Annex E.9, and must include the 

following information as appropriate: 

 

1. Your proposal fixed fee for carrying out the work. 

2. A breakdown of the fixed fee, showing the estimated time to be spent by each 

team member, together with his/her charging rate. 

3. Your estimate of the transaction value being the sum of: 

- Cash proceeds from the transaction. 

- Debt take-over by the investor (if applicable). 

- Guarantees of new investment in the PE. 

4. Your proposed success fee, such fee being expressed as a percentage of the 

transaction value for the privatisation. 

5. Your estimated total reimbursable expenses. 

6. A breakdown of those reimbursable expenses. 

 

6 Fees and expenses 

 

The fixed fee (which together with the success fee will be the total fee for carrying out 

the work) will be paid in accordance with the terms of the sample form of outsourcing 

contract. In summary this will be: 

 

 twenty per cent will be paid after completion of the due diligence review. 

 forty per cent will be paid after submission of a report evaluating bid proposals 

received. 
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 twenty per cent will be paid after the Government of Zimbabwe signs the relative 

sale and purchase documentation. 

 twenty per cent will be paid upon completion of the assignment. 

 

The success fee will be paid in a single lump sum, upon completion of the sale and 

purchase of the SEP, see Section E(j). 

 

Expenses reasonably incurred in carrying out the assignment will be reimbursed, subject 

to the [Line Ministry] prior agreement if they exceed the amount of the estimated 

reimbursable expenses by more than five per cent.  

 

Reimbursable expenses should fall within the following categories: 

 

 travel and travel related expenses, including international transportation, visas, travel 

permits, etc. 

 per diem allowances for team members absent from their home office. 

 costs of communications, including telephone, fax, postage and courier. 

 costs of printing and reproducing documents, reports, etc. 

 advertising and publication costs.  

 costs of subcontracts entered into with specialists (for example, asset valuers, lawyers 

etc.) 

 

7 Personnel 

 

In preparing your proposal, you should give particular attention to the following: 

 

 team members based otherwise than in Zimbabwe should have requisite experience 

outside their own country, preferably under conditions similar to those prevailing in 

Zimbabwe.  

 total fluency in a high standard of English will be essential for personnel working on 

the assignment. 

 all reports must be in English. 

 The [Line Ministry] reserves the right to require any reports to be rewritten and 

represented which are poorly argued, poorly presented or in which the standard of 

English is not acceptable to Government of Zimbabwe. 

 

8 Joint ventures and sub-contract arrangements 

 

Joint ventures or sub-contract arrangement between firms should clearly indicate the 

contractual arrangements between them. The Government of Zimbabwe will contract 

with the lead firm and will hold that firm solely and totally responsible for all work 
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performed under the contract. It is therefore up to the lead firm to ensure that it has 

suitable contractual relationships with any other firm that it intends to use on the 

assignment.  

 

9 Contract Negotiations 

 

The following information is given to acquaint you with the manner in which the 

Government of Zimbabwe negotiates an outsourcing contract with professional advisers. 

Negotiations start with a discussion of the firm’s proposal, the proposed work plan, 

staffing and any suggestions made to improve the terms of reference. Agreement will 

then be reached on the final terms of reference and the staffing. Once these matters have 

been agreed, discussion with regard to the amount and composition of the estimated 

reimbursable expenses may take place. 

 

Having selected a firm on the basis of an evaluation of its technical proposal, the [Line 

Ministry] acting for the Government, expects to negotiate a contract on the basis of the 

experts named in the proposal, and prior to contract negotiations, will require assurance 

that those experts can, in fact, be made available. If the firm then proposes to substitute 

other personnel that the [Line Ministry] judges are of lower quality than those included in 

the proposal, the [Line Ministry] reserves the right to terminate the negotiations and to 

open negotiations with the second ranked firm.   

 

The [Line Ministry] will not consider substitutions after contract negotiations, except in 

cases of unexpected delays in the starting date or incapacity of an expert for reasons of 

health, or on compassionate grounds. In particular, the desire of a firm to use an expert on 

another project will not be accepted as a reason for substitution of personnel. 

 

10 Lobbying 

 

Following the closure date for submission of proposals and prior to signature of the 

contract documents, any lobbying by bidders of the management of [the company], the 

responsible Ministry, the Technical Committee or any agency of the Government of 

Zimbabwe, which could be interpreted by the Ministry as seeking to secure advantage for 

that bidder in the evaluation process, will lead to that bidder’s immediate disqualification 

from the evaluation process.  Any requests for clarification of progress after the closure 

date must be addressed only to the Secretary for [Line Ministry]. 

 

11 Confidentiality 

 

Before undertaking any work, the Advisers will sign a “Confidentiality Undertaking” in  
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the format as attached to these Terms of Reference
29

. In the case of joint venture or sub- 

contract arrangements a Confidentiality Undertaking should be prepared and signed by 

each of the member firms that will be involved. If or when new sub-contractors need to 

be retained for ad hoc aspects of the programme, separate Confidentiality Undertakings 

will need to be signed by each of those sub-contractors and submitted via the Lead 

Financial Adviser firm to the [Line Ministry]. 

 

                         
29

 Confidentiality undertaking for consultants – Annex C.21. 
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ANNEX E.8 

 

FORMAT FOR CURRICULUM VITAE 

 

Name:__________________________________________________________________                                                                                          

Profession:_____________________________________________________________                                                                                  

Years with firm:______________________ Position in firm______________________ 

Nationality:_________________________  Year of birth________________________                            

Proposed position on team:________________________________________________ 

Qualifications:___________________________________________________________ 

 

Under this heading, give outline of proposed team member’s experience and training 

most pertinent to his/her assigned work on the team. Describe level of responsibility held 

by member on relevant previous assignments and give dates and locations. Use 

approximately half to three quarters of a page (or as necessary if it needs to be longer). 

                                                                                  

Education: 

Under this heading, summarise tertiary education (i.e. university, professional and other 

education). Include relevant specialist short professional courses. Give names of colleges 

and dates attended. (Quarter page; more only if essential). 

 

Experience record: 

Under this heading, list all positions held by staff member since graduation/qualification, 

giving dates, names of employing organisations, titles of positions held and locations of 

assignments. For experience in last five years, also give types of activities performed and 

client references (names for contact), where appropriate.  

 

Languages: 

Indicate proficiency in speaking, reading and writing of each language by “excellent”, 

“good”, “fair” or “poor”. 

 

Signature of staff member      Date 

 

 

_____________________________   ________________________ 

                                                                                   

I agree that if the mandate is awarded to this bidder, I will participate in the programme 

in the role assigned to me in the proposal. 
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Annex E. 9 

 

FORMAT FOR FINANCIAL PROPOSAL 

 

1. Proposed fixed fee:                               

2. Proposed success fee:                  % of the transaction value. 

3. Estimated total reimbursable expenses:                          

4. Breakdown of proposed fixed fee: 

 

Name  Position  Estimated time x   Charging rate  =  Total 

XXX XXX  XXX   XXX   XXX 

XXX XXX  XXX   XXX   XXX 

XXX XXX  XXX   XXX   XXX 

   

4. Breakdown of estimated reimbursable expenses: 

 

Travel and related expenses 

[                       ]                                                XXX 

Per diem allowances 

[                       ]                                                XXX 

Communications 

[                        ]                                               XXX 

Printing and reproduction 

[                        ]                                                XXX 

Advertising and publication 

[                        ]                                                XXX 

Cost of subcontracts 

[                       ]                                                XXX 

 

Notes: Each category of reimbursable expenses should be broken down to show its 

constituent elements and the basis of calculation. 

 

The proposed success fee must be equal to or greater than the proposed fixed fee. 
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ANNEX E. 10 

 

SAMPLE FORM OF OUTSOURCING CONTRACT  

 

NOTE: This is intended as a guide to the issues that should be covered in the 

Outsourcing Contract and so it should not be regarded as a format for 

use. It will be necessary to ensure that any contract format used 

complies with the Laws of Zimbabwe. 

 

The heads of agreement only have been noted: 

 

General provisions  

Relationship between the Parties 

Law governing Contract 

Language 

Headings 

Notices 

Location 

Authority of member in charge  

Authorised representatives 

 

Commencement, completion, modification and termination of contract 

 

Effectiveness of Contract 

Commencement of Services  

Expiration of Contract 

Entire agreement 

Modification 

Force majeure: 

 Definition 

 No breach of Contract 

 Measures to be taken 

 Extension of time 

 Consultation 

 Termination by the Line Ministry acting for the Government of Zimbabwe 

 Termination by the Advisers 

 Cessation of rights and obligations 

 Payment upon termination 

 

Obligations of the adviser 

Standard of performance  
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Law governing services 

 

Conflicts of interest 

Advisers not to benefit from commissions, discounts, etc. 

Advisers and affiliates not to be otherwise interested in the privatisation of the SEP 

Prohibition of conflicting activities  

 

Confidentiality 

Insurance to be taken out by the Advisers 

Adviser’s actions requiring the Line Ministry’s prior approval 

Reporting obligations 

 

Documents prepared by the Advisers to be the property of the Line Ministry. 

 

Adviser’s personnel and sub-contractors. 

General 

Description of personnel 

Approval of personnel 

Removal and/or replacement of personnel 

 

Obligations of the Line Ministry 

Assistance and exemptions 

Change in the Applicable Law 

Access 

 

Payments to the adviser 

Fixed fee and success fee 

Payment for additional services 

Conditions for payment of Fixed Fee and success Fee 

Reimbursable expenses 

Payments generally 

Fairness and good faith 

 

Settlement of disputes 

Amicable settlement 

Dispute settlement 

 

 

 

 

 

 



 

161 

 

APPENDIX A 

Description of the Services 

 

APPENDIX B 

Key Personnel  

 

APPENDIX C 

Part 1: Fixed Fee 

Part 2: Success Fee 
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ANNEX E.11 
 

SAMPLE FORM OF OUTSOURCING LETTER AGREEMENT 

 

Our ref:  

 

[Name and address of professional adviser/consultant]                                             dd/mm/yy 

 

Dear Sir, 

[Name of SEP] 

 

We refer to: 

a. our letter to you dated (            ); and  

b. your proposal dated (             ). 

 

You have agreed to carry out the work described in the Appendix [  ] to this letter agreement 

(the “Services”). This letter sets out the relevant terms. 

 

1. Start date 

 

You will start carrying out the Services not later than fourteen (14) days after the date of this 

letter. 

 

2. Services 

 

You will carry out the Services: 

 

a. strictly in accordance with the attachment to this letter of agreement; 

b. with all due diligence, efficiency and economy; and 

c. in accordance with generally accepted professional techniques and practices. 

 

The personnel named in Appendix [  ] to this letter of agreement will carry out the Services. 

That Appendix also sets out, in general terms, the tasks that will be assigned to each of 

them. 

 

3. Fees and expenses 

 

Your total fee for carrying out the Services is set out in part [  ] of Appendix [  ] to this letter 

agreement. Your estimated reimbursable expenses, broken down by category, are set out in 

part [  ] of that Appendix. 
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Upon completion of the Services, you will submit to us an invoice in respect of that fee and 

the expenses reasonably incurred by you in carrying out the Services. 

 

The total expenses must fall within one of the categories set out in part [  ] of Appendix [  ] 

to this letter agreement and be supported by receipted invoices, vouchers and other 

applicable materials. Further, you must obtain our prior agreement if expenses (either in 

aggregate or by category) are likely to exceed your estimate by more than 5%. 

 

Subject to the above, we will pay the invoice within sixty (60) days after receipt. 

 

4. General 

 

Neither you, nor your personnel, shall disclose any information relating the [name of the 

SEP], to any aspect of the Services you are retained to undertake or to the results of those 

Services, or to this letter agreement, without our prior written permission. 

 

All documents prepared by you for us under this letter agreement shall become and remain 

our property. 

 

These documents prepared by you for us under this letter agreement shall become and 

remain our property. 

 

5 Acknowledgement 

 

We should be grateful if you would sign, and return to us, the enclosed copy of this letter to 

signify your consent to its terms. 

 

Yours sincerely, 

 

 

 

Secretary for [Line Ministry] 

 

 

Appendix A - Description of the Services 

 

Appendix B - Personnel 

 

Appendix C - Part 1 - Fees 

  - Part 2 - Reimbursable expenses 
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ANNEX E.12 

SUCCESS FEES FOR RESUTRUCTURING TRANSACTIONS 

 

1. Constraints on funds 

 

Unfortunately, in common with many other countries, Zimbabwe does not have 

unlimited funds of its own with which to pay professional advisers for help in 

restructuring transactions, and nor does it have unlimited donor funds available 

for this activity. Even if virtually unlimited funds were available, there is another 

system for payment of advisers for completion of transactions, which is used in 

merger and acquisition (“M&A”) work elsewhere, which in certain circumstances 

in Zimbabwe may be preferable, and which may give better results than simply 

paying by time used.  

 

2. What are success fees? 

 

A success fee system is one in which the professionals are paid on the basis of 

their success in the achievement of objectives set by the seller of the SEP, the 

seller in this case being the Government of Zimbabwe. The setting of the 

objectives, and the way in which the success fee is calculated for achieving those 

objectives must be one that is totally compatible with the policies and objectives 

of the Government of Zimbabwe.  

 

The objective of Government of Zimbabwe in respect of any SEP that it wishes to 

restructure can be summarised as being to achieve the “best” possible outcome for 

Zimbabwe. In this context “best” is defined as the optimum combination of 

transaction value, and other factors to be decided and then negotiated with the 

new investor. 

 

Transaction value is the sum of: 

 

 the purchase price paid by to the Government by a strategic investor for 

whatever percentage has been agreed upon, or for the acquisition of the total 

SEP. 

 guaranteed new investment in the SEP, within for example 3 years of 

purchase, 

 takeover of existing SEP debt, 

 

The adviser would be paid his fee on the basis of the transaction value, which 

could be calculated on the following scale or something similar to it (often known 

as the Lehman formula).  
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5% on the first US$5 million (or convenient currency) 

4% on the next US$5 million  

3% on the next US$5 million  

2% on all transaction value above this. That is above a total transaction value of 

US$15 million. 

 

The actual percentages agreed upon will depend upon several factors, including: 

 

 The perceived ease or difficulty of achieving a successful transaction, agreed 

in the planning stage of reviewing the SEPs in question. 

 The estimated size (transaction value), with the larger the transaction, the 

smaller the fee percentages under each category. 

 

In the negotiation process with the potential investors there are other factors, 

additional to transaction value, which need to be taken into account. In Zimbabwe 

these include such important economic issues as: 

 

 guarantees of employment, particularly in the long term and in areas where 

additional unemployment would cause excessive hardship, 

 prospects of future taxes on profits, namely the long term revenue stream to 

the Zimbabwe Government, 

 prospects of future foreign exchange earnings from export business, which 

Zimbabwe urgently needs for its international trade development, 

 environmental protection or alleviation of environmental problems. 

 

These latter issues will need to be considered, but their relative importance can 

only be decided by Government of Zimbabwe (or recommended by it to the 

CCPD) on a case by case basis during negotiation with investors for the 

privatisation of a specific PE. A general rule or guideline therefore cannot easily 

be made, as it can in deciding that Zimbabwe needs to maximise transaction value 

in its privatisation transactions.  

 

3. Comparison of success fee with time-cost fee systems. 

 

To compare the merits of using a success fee system to pay professional advisers, 

with paying them simply according to the time that they spend on the transaction 

from start to successful completion, the two methods can be summarised as 

follows: 
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Success fee: 

 

The advisory firm is motivated to achieve the maximum transaction value, and to 

complete the transaction as quickly as possible. In this way the firm maximises its 

fee, and minimises its time, which for a professional firm means minimising 

costs. Maximising the transaction value and successfully completing the 

privatisation of a particular SEP as quickly and effectively as possible (once the 

decision has been made to privatise it) is of course in the interests of Zimbabwe. 

This is providing that total transaction value is defined as mentioned above, and 

that cash proceeds from the sale are not allowed to unduly influence the final 

result. 

  

Fees paid for time used: 

 

In this case there is little incentive for the advisory firm (or merchant bank etc.) to 

aim for maximum transaction value, other than in order to maintain its 

professional reputation and to protect its relationship with its client. In fact there 

could be a disincentive for the adviser to try to complete the transaction in the 

minimum time, unless there is a pre-agreed ceiling on the fee, which there should 

be in the case of a time-cost fee arrangement. This is because the more 

professional time is expended, the greater will be the fee. The transaction could 

also be prolonged over an unnecessarily long time, not simply to maximise 

adviser fees, but also because the adviser may have other work for other clients, 

and a “time based” or “fixed fee” privatisation transaction can be fitted in with 

that other work as a convenient basic load of work for the adviser. Obviously 

neither of these possibilities are in the interests of Zimbabwe, or of the Line 

Ministry which has very many SEPs to privatise as soon as possible, if it is to 

meet the targets set by the Government of Zimbabwe. 

 

4. Who bears the cost of the success fee? 

 

On the question of who actually bears the cost of the success fee, this can be built 

into the costs of the new investor. This means that he pays the total value of the 

professional fees to the Government at completion of the transaction, and in effect 

it forms part of his investment in the SEP being privatised, and so will obviously 

reduce transaction value by a marginal amount. Agreement to this must obviously 

be obtained at the inception, and is made clear to all potential investors at the time 

that they request conditions of submission of their bids for the SEP.  

 

The main point is that these fees are to be borne by the investor, and should not be 

regarded as part of the running costs of SERA. If an investor is not prepared to 

accept this condition of submission of his bid, then unless there is a very special 
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reason to the contrary his bid cannot be accepted, as Zimbabwe does not have the 

funds available to pay advisers for this kind of work, as discussed earlier. 

5. Funding work and the transaction’s preparatory to restructuring 

 

In the cases of the smaller and many medium sized transactions in Zimbabwe, and 

the more complex SEPs in which there are regulatory issues to be addressed, there 

is much preparation work to do, in reviewing the SEP/project, preparing 

information on them which is difficult to find etc. It may therefore be 

unreasonable to expect advisers to undertake all of this preparatory work as well 

as the actual transaction itself on the basis of a success fee. In these cases the use 

of donor funding will be essential for the heavy preparatory work load, but in 

some medium sized SEPs/projects the use of a success fee method may be 

possible to pay for the advisory services associated with completing the actual 

transaction. 

 

If therefore a donor has paid for the preparatory work, then the scale of success 

fee would need to be adjusted downwards so that it forms what could be regarded 

as a “transaction completion bonus”. However it may be possible to calculate the 

success fee so that it becomes payable even after much preparatory work has been 

paid for on a time cost basis, but that it is of such a size that it effectively 

“refunds” to the Line Ministry the whole of the time cost and expenses built up 

prior to moving on to a success fee basis. In this way the transaction cost could be 

borne by the new investor, provided that it has been agreed with him previously.   

 

6. Adjustment of success fees for risk and difficulty of transaction 

 

If a privatisation transaction is likely to be particularly difficult, then the success 

fee will need to be adjusted upwards in negotiations with the selected adviser, but 

obviously before he starts work on the transaction. Further, in particularly 

difficult cases there may need to be a minimum fee or contribution to the 

adviser’s costs guaranteed to the adviser in the event of failure of the transaction. 

It is necessary to emphasise though that in most cases if an adviser takes on the 

mandate for a transaction, and it is likely to be difficult he should have assessed 

the risk of failure when he negotiated his success fee with, and should therefore 

have built his risk element into that fee. 

 

Other than in very difficult transactions, offering a minimum fee under a success 

fee arrangement, or bearing part of the adviser’s costs in the event of failure of the 

transaction is merely a way of negotiating a reduction in the scale of fee at the 

start, i.e. in reducing the percentages of fees or reducing the size of the sections 

(or “tranches”) of the final transaction value to which they apply. In the case of 

the suggested figures given above, this could mean for example reducing the 



 

168 

 

US$5 million tranche to say US$4 million, so that the 2% of transaction value 

comes into effect on all transaction value over US$12 million rather than US$15 

million.  

 

In the case of what is likely to be a particularly difficult transaction, Government 

of Zimbabwe may need to allow either larger sections (or “tranches”) to which the 

percentages apply, or to negotiate an increase in the percentages used for each 

tranche. 

 

In the same way, for very large transactions much smaller percentages of 

transaction value would be used for each of the tranches.  
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ANNEX E.13 

 

REQUEST FOR PROPOSAL TO PROFESSIONAL ADVISERS 

 

Our Ref:     

 

[Name and address of consultant]       dd/mm/yy 

 

Dear [       ] 

 

[name of SEP] 

 

We intend to appoint professional advisers (or consultants) to: 

 

1. Prepare a profile of the above SEP (in this letter and in Attachment 1 to this letter, 

the “SEP”) in the form of an information memorandum*  

 

2. Carry out an independent valuation of the land and buildings, plant and machinery 

and fixed assets of (name of SEP) (in this letter, and in Attachments 1 and 2 to this 

letter, the “SEP”)*. 

 

3. Carry out a financial valuation of (name of SEP) (in this letter, and in Attachment 1  

to this letter, the “SEP)* 

 

[Include only the task or tasks for which the consultant’s bid is invited.]  

 

You are, by this letter, invited to submit a proposal for those consultancy services. 

 

To enable you to do that, we enclose: 

 terms of reference [(Section EI) (a, b, c, d, as appropriate)]. 

 sample form of outsourcing letter of agreement under which the consultancy 

services will be performed, Section E (i). 

 by way of background information, a brief profile of the SEP. 

 

Your proposal should contain the information indicated in Section 4 of the terms of 

reference. There is a brief discussion of fees and expenses in Sections 4 and 5 of the 

TOR. 

 

If you intend to bid for this work would you please sign and return the confidentiality 

agreement enclosed. 
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We should be grateful if you would let us have your proposal by no later than close of 

business on [           ].  

 

We hope to finalise the terms of the assignment within thirty days after that date, and, 

accordingly, we would ask you to hold your proposal valid for that period. 

 

We look forward to hearing from you. 

 

Yours sincerely 

 

 

 

 

Secretary for [Line Ministry] 
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ANNEX E. 14 
 

PROFESSIONAL ADVISER’S CONFIDENTIALITY UNDERTAKING 

 

[Letterhead of the firm] 

 

Secretary for [Line Ministry] 

Harare 

Zimbabwe 

 

Dear Sir, 

 

RE: Professional Services in Connection with Preparation of [an Information 

Memorandum] [Fixed Asset Valuation] [Business Valuation] of [Name of 

SEP] (The “SEP”) - Confidentiality Undertaking. 

 

We acknowledge your Request for Proposal to us to bid for the preparation of [an 

information memorandum*] [fixed asset valuation*] [business valuation*] of [name of 

the SEP] (the “SEP”), and confirm that it is our intention to bid for this assignment. 

 

[*Delete items not included in the invitation to bid.] 

 

We need information on the SEP in connection with the above assignment and the tasks 

necessary for its performance. 

 

We therefore undertake to you that: 

 

1. All data and information on the SEP which we identify during the course of this 

assignment, disclosed to us by you, the Government of Zimbabwe, the parent 

ministry of the SEP or the SEP (or any of the respective officers, employees, agents 

or advisers in any of the above) (the “Information”) will be held in complete 

confidence by us, and will not, without your prior written consent, be used for any 

purpose other than our appraisal of the SEP in connection with meeting the needs of 

the terms of reference for this assignment. 

 

2. We will disclose the information only to those employees and members of our firm 

who are directly involved in this assignment, and whose knowledge of such 

Information is essential for the purposes of meeting our contractual obligations to 

you, and we will ensure that each individual to whom such disclosure is made 

adheres to all the terms of this letter as if he or she were a party to it. 
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3. Any reports, Statements, analyses or other documentation prepared by us during the 

assignment will be your property, and will not be disclosed by us to any other party 

either during or after the completion of our work, or later once the potential 

privatisation of the SEP has been completed. 

 

We agree that except as expressly set out in this letter, no right or license is granted to 

us in relation to any of the Information. 

 

We undertake to you (for yourself and as agent and /or trustee for the Government of 

Zimbabwe and the SEP) to keep you, the Government and the SEP indemnified and 

held harmless from and against all actions, proceedings, costs, expenses, loss and 

damage howsoever arising out of or in connection with a breach or non-performance by 

us of any of the terms contained in this letter. 

 

No failure or delay by you in exercising any of your powers, rights or remedies under 

this letter shall operate as their waiver, nor shall any single or partial exercise of any 

such powers, rights or remedies preclude any other or further exercise of them. 

 

This letter shall be construed and take effect in all respects in accordance with the laws 

of Zimbabwe. 

 

Yours sincerely, 

 

 

                                                           Date:                      

for and on behalf of  

[name of firm or company] 
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SECTION F 
 

GENERIC ISSUES ON DUE DILIGENCE, INFORMATION MEMORANDA, 

BUSINESS PLANS AND VALUATION 

 
 

1. INTRODUCTION 

 

The restructuring of SEPs has to be implemented from a fully informed point of view. As 

such most restructuring transactions require that Government, or its appointed transaction 

advisors undertake thorough SEP due diligence, which forms the basis of the SEP 

Information Memorandum.  

 

It is also critical that valuation of the SEPs be undertaken, especially for restructuring of 

going concerns and brown field projects in order to ascertain fair value to guide 

negotiations for disposal and/or acquisition of property and/shares in the SEP or the project. 

 

After due diligence and valuation processes have been done, there is need to prepare 

detailed SEP/project investment information through business plans and information 

memoranda. 

 

This section therefore gives an outline and guide on the scope of due diligence, information 

memoranda, business plans and valuation exercises to the transaction advisors, SEPs, Line 

Ministries, investors as well as all other stakeholders involved in the restructuring of SEPs.  

 

Note that these cross cutting restructuring aspects of due diligence, information 

memoranda, business plans and valuation may not all be required for a specific 

restructuring exercise, but one or a combination of these issues may be applied as 

appropriate in undertaking and implementation of any of the restructuring strategies 

indentified in this manual in line with the restructuring procedures outlined in the specific 

restructuring option under consideration. 
 

2. DUE DILIGENCE  
 

Due diligence, in the context of restructuring is the detailed gathering, analysis and 

evaluation of financial, legal, operational and technical information relating to a project 

or SEPs earmarked for restructuring. 

 

Due diligence informs Government on the need for restructuring an SEP or undertaking a 

project and the appropriate restructuring strategy to pursue. In some cases, transaction 

advisors conduct financial, legal and technical due diligence on the part of Government. 
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Due diligence may also be conducted by Government (and/or with transaction advisors) 

on investors who may have shown interest in an SEP/project through their submission of 

expressions of interest or bid for any restructuring transaction advertised or unsolicited 

bids (refer to Section EII on Tenders Procedures Guide on Receipt, Evaluation of Bids 

and Award).  

 

On the other hand, investors also conduct due diligence on the SEP or project for which 

they are interested in investing in order to independently satisfy themselves with 

information provided to them through the bid documents, information memoranda 

prospectus of any other documentation issued out pertaining to the investment, project or 

transaction. 

 

The exact contents of the due diligence exercise thus differs based on who is undertaking 

the due diligence, and for what purpose. However, any such due diligence usually 

encompasses detailed financial, legal, operational and technical review of the SEP, 

project, or investor. In the case of a legal due diligence, a suggested basic checklist which 

may be customised as necessary is given in Section EI(g). A comprehensive due 

diligence checklist which encompasses financial, legal and technical due diligence is 

given in Section EI(h). 

 

Data to Assist in Due Diligence Exercises 

 

Various information and documentation in respect of the SEP will be needed in 

undertaking due diligence. The minimum information and documentation is specified in 

the request for information set out in Annex F.9. This information may be requested from 

the parent ministry, from the SEP itself or other sources. The information and 

documentation will: 

 

 assist in deciding the desired restructuring strategy. 

 assist with the preparation of documentation in connection with the restructuring 

transaction.  

 identify any legal obstacles to the restructuring transaction  and any ownership 

questions in connection with key assets of a SEP. 

 

The Line Ministry or holding corporation of the SEP will, at the time the SEP is designated 

for restructuring; provide all relevant information and documentation relating to the SEPs 

in its possession. If what is provided does not match the information and documentation 

specified in Annex F.9 or raises additional questions, a request for information tailored as 

appropriate should be sent to the SEP’s Chief Executive and where applicable to other key 

people. To avoid delay, the request should be circulated as soon as practicable after the 

SEP has been designated for restructuring. 
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All information and documentation received must be indexed and reviewed. Any legal 

obstacles or ownership questions (including, in particular, with regard to land title) should 

be investigated and ideally resolved at this point. The restructuring of a SEP will smoothly 

proceed once this has been done. In the case of a SEP for which a ZSE Listing is planned 

or is possible such legal impediments must be resolved. 

 

Modalities on Conducting Due Diligence by Investors 
 

Persons who wish, prior to submitting their Bids, to inspect the SEP’s assets, operations 

and records may carry out a site visit and may visit the data room that has been established 

to assist potential investors. 

 

Arrangements with regard to the visit will be made directly between the person 

concerned and the SEP, and informing the relevant line Ministry official of these plans. 

Every effort must be made by the SEP to facilitate the inspection and to meet all 

reasonable requests for information on the SEP. 

 

Where a large number of persons wish to visit the SEP, consideration should be given to 

the organisation of a group visit or a bidders’ conference. This would help ensure that 

each person obtains the same level of access and receives the same information. 

 

Output from examination of the SEP 

 

The following documents are prepared as applicable in respect of any SEP to be 

restructured:  

 

 information memorandum;  

 valuation report; 

 draft agreements,  

 review of restructuring options and recommendations. 

 

3. INFORMATION MEMORANDUM 

 

The purpose of the Information Memorandum is to provide potential investors with 

comprehensive, accurate and up-to-date information on the SEP, thereby enabling them to 

form a view on the SEP and, accordingly, whether they wish to bid for it and, if so, the 

terms of their bid. 

 

Business review of the SEP 

 

Firms of consultants will be invited to bid for the review of the SEP and preparation of an 

Information Memorandum, for which a draft Request for Proposal is attached as Section E. 



 

176 

 

(6). The terms of reference for the assignment to prepare a profile of the SEP in the form of 

an Information Memorandum are attached as Annex F.1. The letter of appointment for the 

consulting firm selected is attached as Annex C.10. 

 

Some of the issues to be examined early in the review of the business would be as 

follows: 

 

 Cash flows, debt position, profitability, and position in its market vis-à-vis competitors 

if appropriate. Does it have any serious underlying difficulties, which will make it 

difficult to privatise? 

 

 Legal review of the SEP, including the enabling act establishing it.  

 

 What is the position with regard to any surplus fixed assets? Is it likely that there is 

surplus land, buildings, or even current assets such as surplus raw materials or spare 

parts, which could be liquidated to retire debt?  

 

 What is the core business of the SEP i.e. its “strategic business unit” (SBU) or units, 

and is it involved in other activities which are peripheral, and which might be divested 

to make the SEP more attractive, easier to privatise, and with the possibility of 

achieving higher total transaction value?  

 

 Does it appear to have excess staff, which will need to be disposed of in preparation 

for privatisation? If so how is this to be handled, what are the social issues involved? 

 

 During this initial business review ideas will be developed and discussed, which can 

be included in the privatisation plan for the SEP. 

 

The completion of this initial review would allow action to start in preparation of a 

restructuring  plan, or if appropriate a plan for some soft restructuring. The examination 

of the SEP will then continue in more depth, considering the above issues and others. 

Many of the issues considered will have legal implications with regard to, for example, 

the Companies Act, Employment Laws, Competition Act and others.  

 

Based on information collected during their detailed review of the SEP, the consultants will 

be asked to prepare an Information Memorandum, containing (as relevant): 

 

 disclaimers in the form set out as Annex F.1 Addendum 1; 

 the SEP’s full name, address and contact details; 

 the legal status of the SEP; 

 the SEP’s bankers, auditors and solicitors; 
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 a brief history of the SEP; 

 details of the SEP’s existing business, including: 

- markets; 

- principal customers and suppliers; 

- turnover;   

- levels of capacity and utilisation:  

 details of the SEP’s principal assets and contracts; 

 details of the SEP’s organisational structure and its management;  

 employees; and 

 general information on Zimbabwe, including: 

i. legal and regulatory background; 

ii. economic and political background and developments; 

iii. investment regime and incentives; and  

iv. details of infrastructure.  

 Other information might be appropriate in the case of specific SEPs e.g. 

intellectual property, banking licenses, landing rights etc. 

 

The Information Memorandum should include the SEP’s latest financial Statements (where 

they are reasonably up to date) and summaries of the financial Statements for the previous 

3 years at least, where the mode of privatisation is, or may be, the sale of shares. If there is 

a possibility of a subsequent stock exchange listing, then special care needs to be taken at 

this stage to meet all of the confidentiality provisions for that.  

 

The consultants to the Line Ministry must submit the requested number of copies of a draft 

of the Information Memorandum. 

 

The Line Ministry will then circulate the draft Information Memorandum to the Technical 

Committee. The Line Ministry, wherever possible, will seek to accommodate 

management’s comments. Management does not, however, have any right of veto over the 

memorandum’s contents. 

 

The Line Ministry through the Technical Committee will pass on any comments to the 

consultants who will, if necessary, amend the information memorandum as appropriate. 

The consultants must submit several copies of the agreed final information memorandum, 

the actual number (usually 6 or so) will be communicated at the time of negotiating the 

outsourcing contract. 

 

4. VALUATION METHODS   

 

Where appropriate, the valuation of the SEP must be included in the documentation 

submitted to the Working Party of Officials, or may be deferred until after Working Party 

approval depending upon the situation existing. Valuation would normally be completed 
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before resubmitting to the Working Party and then by it to the Inter-Ministerial 

Committee. Valuation reports and information memorandum may be prepared by an 

external consultant, or within Government using internal expertise. 

 

The two basic types or methods of valuation are as follows. Each one has several 

different approaches that may be appropriate to different cases. They are: 

 

Valuation of assets 

 

These include: 

 Net book value (also called Balance Sheet value) 

 Adjusted book value 

 Replacement value 

 Break-up value (also called liquidation value) 

 

Business Valuation Methods (valuation of shares) 

 

These include: 

 Earnings multiple 

 Discounted Cash Flow 

 Option Valuation  

 Other relative valuation approaches 

 

The table following compares these methods and their use in different circumstances. 
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Comparison of Valuation Methods 

 

 Net book 

value 

Adjusted 

net book 

value 

Net 

replacement 

value 

Break-up 

value 

Earnings 

multiple 

Payback 

period 

Net 

present 

value 

(NPV) 

Internal 

rate of 

return 

(IRR) 

 

 

 

 

 

 

Suitability 

of  

Valuation 

Method is 

important 

for the SEP 

Reflects 

earnings 

capacity of 

assets 

 

No 

 

No 

 

No 

 

No 

 

Yes 

 

Yes 

 

Yes 

 

Yes 

Indicates 

recovery time 

 

No 

 

No 

 

No 

 

No 

 

No 

 

Yes 

 

No 

 

No 

Can allow for 

risk of 

operating 

environment 

 

No 

 

No 

 

No 

 

No 

 

Yes 

 

Yes 

 

Yes 

 

Yes 

Values all 

future earnings 

 

No 

 

No 

 

No 

 

No 

 

No 

 

No 

 

Yes 

 

Yes 

Uses only 

known data 

 

Yes 

 

Yes 

 

Not entirely 

suitable 

 

Not 

entirely 

suitable 

 

No 

 

No 

 

No 

 

No 

 

 

 

 

Suitability 

of  

Valuation 

Method for 

smaller 

objects for 

quick 

disposal/ 

divestiture 

Relatively easy 

agreement on 

basic 

assumption 

 

Yes 

 

Yes 

 

Yes 

 

Yes 

 

No 

 

No 

 

No 

 

No 

Suitable for 

standardisation 

 

Yes 

 

Yes 

Not entirely 

suitable 

 

No 

Not 

entirely 

suitable 

 

No 

 

No 

 

No 

Suitable for 

rapid 

privatisation 

Not 

entirely 

suitable 

 

No 

 

No 

 

No 

Not 

entirely 

suitable 

 

No 

 

No 

 

No 

Easily 

understood by 

officials 

 

Yes 

 

Yes 

Not entirely 

suitable 

Not 

entirely 

suitable 

 

Yes 

 

Yes 

 

No 

 

No 

 

 

The table is only a summary of valuation methods applicable to different circumstances, 

as in practice the reality is rather more complex. In the end the market decides what the 

SEP or assets are worth. There is therefore no point in attempting to adhere firmly to a 

valuation derived using any of the above methods, or a combination of those methods, 

and trying to dictate the value to a prospective investor if by so doing there is no 

consensus. So in practice the market needs to be closely watched. 

 

Where possible the valuation of the business should be adjusted from past or current 

transactions, using for example: 
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 Ratios of prices to net tangible assets 

 Ratios of prices to sales or production levels 

 Past stock exchange prices if available, or prices of shares in “informal” markets 

 Earnings/cash flow multiples. 

 

Some corporate investors may be prepared to pay a premium for control of a company, 

allowing them to develop the business freely in accordance with their own (group) 

business strategy.  

 

The key issue is that there are no fixed rules with regard to valuation of any SEP or of 

assets for disposal. The general rule is that valuation effort should reflect the importance 

of the object being valued, whether it is a major utility corporation or manufacturing 

plant of national importance, or a number of fixed assets which are surplus to 

requirements, or are for disposal in liquidation of any SEP. In practice the valuation of an 

object will usually change when different valuation methods are used, or even when 

different professionally qualified and experienced valuers use the same method. 

 

Therefore if the potential investors (both of whom will have independently valued the 

SEP) adhere rigidly to price limits set according to their own valuations, there may be no 

transaction. For SEPs that are important to the economy of Zimbabwe, the valuation 

should help the vendor, not hinder him. A good valuation is therefore a help in setting the 

price for any SEP, but it does not provide a fixed price for it. (Pricing is discussed in 

Section EI. 

 

Valuation of Assets 

 

Unlike business valuation which can easily be contracted within Government, asset 

valuation is most probably contracted outside Government to specialist asset valuers. 

 

More than one firm (two or three) of pre-qualified professional advisers or consultants 

should be invited to bid for the valuation and a Request for Proposal to bid is attached as 

Annex E.6. A professional adviser’s confidentiality undertaking is attached as Annex E. 

14. The likely content of the Terms of Reference to carry out such a valuation is attached 

as Annex E.2 and E.3 as appropriate. The letter of appointment for the firm selected is 

attached Section EI(e). The selected firm will be instructed to carry out an independent 

valuation of the SEP’s land, buildings, plant and machinery, other fixed assets and 

current assets.  

 

The purpose of the valuation is to: 

 

 provide an inventory of the assets for the SEP/project 
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 give Line Ministry a guide to the assets’ value (such value to be used as an 

indicative price in the case of disposal, or contributions in the case of joint 

ventures). 

 

The advisers will be asked to carry out the following tasks: 

 

 To familiarise themselves with the SEP and the range and scope of its assets and, 

among other things, obtain from the SEP such relevant information as is available. 

 

 To carry out all such investigations, and gather all such information, as is necessary 

and/or appropriate for the purposes of the valuation report. 

 

 To prepare a valuation report: 

 

1. Listing the assets; 

2. describing each asset (including, among other things, its condition); 

3. confirming, wherever practicable, the SEP’s title to the assets (particularly with 

regard to land and buildings); leases and form of lease and 

4. specifying the assets’ value (such value being categorised and broken down as 

appropriate). 

 

The assets will be valued on such basis as (in consultation with the Line Ministry), the 

consultants think appropriate.  

 

The consultants will then submit three copies of a draft of the valuation report to the Line 

Ministry. 

 

The Line Ministry will consider the draft report and will send one copy of the draft report 

to the SEP’s management for its review and comment.  The Line Ministry asks for 

comments to be provided not later than fourteen days after the date the report is sent. In 

particular, the SEP management is expected to identify any assets of the SEP that have 

inadvertently been omitted from the draft report. This procedure serves to build consensus 

and aims to avoid any later accusations from the SEP concerning valuation. The Line 

Ministry, wherever possible, will seek to accommodate management’s comments. 

 

The Line Ministry will pass on any comments to the advisers who will, if necessary, amend 

the report as appropriate. The advisers to the Line Ministry must submit the pre-agreed 

number of copies of the final valuation report to the Line Ministry. 
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Business Valuation (Valuation of Shares) 

 

In cases where business valuation is to be outsourced, several firms (ideally a minimum 

of three) of pre-qualified professional advisers or consultants should be invited to bid to 

carry out a financial evaluation of the SEP. A confidentiality undertaking is attached as 

Annex E. (l4). The likely content of the terms of reference for the valuation is attached as 

Annex F. 2 or F.4 as appropriate. The letter of appointment for the firm selected is attached 

as Annex F. 10. A business valuation is not necessarily required where the chosen mode of 

restructuring is the sale of assets. 

 

The purpose of the valuation is to give the Line Ministry a guide to the value of the 

Government’s interest in the SEP (such value to be used as an indicative price or 

contribution, but not necessarily as a reserve price). 

 

The advisers will be asked to carry out the following tasks: 

 

 To familiarise themselves with the SEP and, among other things, obtain from the 

SEP such relevant information as is available;  

 

 To carry out all such investigations, and gather all such information, as is necessary 

and/or appropriate for the purposes of the valuation report; 

 

 To prepare a valuation report: 

1. specifying the value of the Government’s interest in the SEP; 

2. detailing the basis of valuation; and 

3. providing full justification for such basis and for any assumptions underlying the 

valuation, e.g. reasons for the earnings multiple or discount rate selected if either 

of these were used. 

 

The SEP will be valued on such business valuation basis as, in consultation with 

Government, the consultants think appropriate. The consultants must submit three copies of 

a draft of the valuation report to the Line Ministry for consideration. 

 

The Line Ministry will consider the draft report and will send one copy of the draft report 

to the SEP’s management for its review and comment. The Line Ministry will ask for 

comments to be provided not later than fourteen days after the date the report is sent. The 

Line Ministry will, wherever possible, seek to accommodate management’s comments.  

 

The Line Ministry will pass on any comments to the consultants who will, if necessary, 

amend the report as appropriate. The consultants to the Line Ministry must submit the pre-

agreed number of copies of the final valuation report (e.g. six or other number). 
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Pricing 

 

There is no direct relationship between the valuation of an object, e.g. an SEP and the 

price of it. 

 

At auctions of assets, competing bidders determine the transaction price, and in practice 

the seller’s valuation may be a bad guide to the final price. For example heavy mining or 

metal smelting equipment may be valued at one price by a vendor, but it is of very little 

value to a prospective purchaser in situ, as it may cost a considerable sum to move to his 

own facilities. He may therefore only be prepared to pay scrap price for it at best, if the 

cost of moving it is likely to be prohibitive.  

 

In negotiated transactions on SEPs/projects the buyer and seller may each come to the 

negotiating table with different price ideas such as: 

 

Seller 

 

 Absolute lower limit he will accept – he will walk away from the transaction if this 

is not met. This lower limit will not be disclosed. 

 

 Target price – somewhere between the absolute lower limit and the opening offer. 

 

 Opening offer – often reflecting the highest of several valuations he has made. 

 

Buyer 

 

 Absolute upper limit he will agree to – he will walk away from the deal if this price 

is exceeded. 

 

 Target price – somewhere between the absolute upper limit and his opening bid. 

 

 Opening bid – often reflecting the lowest of several valuations he has made.  

 

The relationship between valuation of an SEP/project and the final price is illustrated in 

Annex F.4. 

 

Relationship Between Price and Transaction Value 

 

Transaction value may be regarded as the sum of: 

 

1. Cash proceeds from the transaction. 
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2. Guarantees of new investment, which may be badly needed to develop or 

rehabilitate the SEP. 

 

3. Debt take over by the investor of whatever proportion of the existing debt can be 

negotiated, if the SEP has accumulated debt on its balance sheet. 

 

Of these, guarantees of new investment from the strategic investor in the SEP may be 

difficult to enforce, and so the decision to accept the guarantees can only be made from a 

realistic appraisal of the potential investor’s business plans
30

.  

 

The other factors that can come into the evaluation of transaction value from the 

Government’s point of view, but cannot be relied upon are: 

 

 The future tax stream on profits from the company, which is attractive to the 

Government (possibly discounted to present value at the time of the transaction). 

 

 Foreign exchange earnings in appropriate cases (and also discounted to present 

value). 

   

There may be other factors which are difficult to quantify, but which may strongly 

influence the need for a successful transaction. These could include: 

 

 Employment assurances, not necessarily in the short term if the SEP is grossly 

overstaffed, but that there is a reasonable chance of satisfactory employment with 

the company in the future. 

 Environmental protection or planned recovery from past environmental damage. 

 

For the investor, funds spent on securing an equity position in the SEP i.e. the 

Government’s cash proceeds from the transaction, are not available for modernisation 

and upgrading of the SEP. Therefore in certain cases: 

 

 A low price in cash terms (low cash proceeds) may pay handsome dividends to the 

Government, in that: 

 

 A successful company will pay taxes and may earn foreign exchange for the 

country. 

 Special privatisation terms and financial instruments can compensate the vendor 

in future for price concessions at the time of the transaction. 

 

                         
30 Business plans – see Section F Part (5). 
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 High cash proceeds from the privatisation now may mean higher costs to the State 

later. For example: 

 

 Failure of a privatised SEP will add to unemployment and entail loss of economic 

activity. 

 Any SEP that cannot modernise due to unavailable investment capital from its 

new owner (or strategic investor), cannot optimise profits and pay a continued tax 

stream over many years, and may miss export opportunities.  

 

At the extreme low cash proceeds end, the SEP which may have had many millions of 

US$ invested in it over the years, but which now has accumulated large losses, has a 

negative net worth and is continuing to haemorrhage public funds may be impossible to 

privatise for positive cash proceeds. The two options facing the Government may 

therefore be: 

 

 To close it down, liquidate it and sell off its assets, or  

 To privatise it to an investor for a nominal US$1 or similar i.e. the minimum 

consideration necessary for a valid contract of sale.  

 

In either case, what might be regarded as the positive “transaction value” from the 

Government’s point of view would be the present value in perpetuity of stopping the 

haemorrhaging of public funds. This may amount to very many millions of US$ saved by 

the Government.  

 

 In the case of the privatisation for a nominal amount e.g. US$1, there is also the present 

value in perpetuity of the future tax stream from the PE, provided that the new owner can 

turn it around and bring it to a profitable position. It may also include the present value in 

perpetuity of future foreign exchange earnings.  

 

The immediate cash proceeds of the sale therefore are insignificant, even though it may 

require a heavy public relations effort (or “idea sales” effort) to get this point over to the 

public at large and to some officials, since it requires more than rudimentary 

understanding of the financial implications of the situation. 

 

5. BUSINESS PLANS 
 

Business Plans are normal requirements to operationalise the SEP strategic plans in a 

coordinated fashion. However, business plans may also be required to be part of the bids 

for investors coming into an SEP or project in order to assist Government in assessing the 

feasibility, appropriateness, reliance, competitiveness and sustainability of the investors’ 

plans and intentions. 
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The general format of a Business Plan, which can be adapted to the specific purpose of 

the plan and the nature and circumstances of the SEP/project is as detailed in Annex F.6. 

 

6. INFORMATION MEMORANDUM 
 

After the detailed and satisfactory financial, legal, technical and operational due diligence 

of the SEP or project has been undertaken, some restructuring strategies, especially those 

which require injection of investment such as strategic partnerships, PPPs and Joint 

Ventures Partnerships, there  would be need to develop an Information Memorandum 

which gives full information on the SEP or the project to assist in informing potential 

investors on the investment opportunities in the SEP or project. 
 

Content of the Information Memorandum 
 

The content and format of an Information Memorandum can be tailored according to the 

purpose at hand, but shall include the following suggested issues as appropriate:  

1. SEP or project status; 

2. SEP or project brief history of the SEP; 

3. SEP or project’s existing business, including 

4. Details of the SEP or project principal assets and contracts; 

5. details of the SEP or project organisational structure , management and employees; 

6. Historical audited accounts for the past 3-5 years;  

7. Investment Requirements and investment analysis; 

8. Projected cash flows; 

9. general information on Zimbabwe, including; 

10. Such other information on the SEP or project which otherwise is appropriate in the 

circumstances. 

 

The Information Memorandum should have a clear disclaimer, as investors are expected to 

independently verify information provided in the Information Memorandum and undertake 

their due diligence on the SEP/project to make their investment decision. A sample of that 

disclaimer is given in Annex F1 Addendum 1. 

 

In cases where the Information Memorandum is prepared by a consultant, the draft Terms 

of  Reference for engaging the consultant are detailed in Annex F.1 whilst the procedures 

for engaging the consultant are detailed in Section E. 
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ANNEX F. 1 
 

TERMS OF REFERENCE (INFORMATION MEMORANDUM) 

 

NOTE 1: These terms of reference apply to preparation of an Information 

Memorandum for a Trade Sale or other privatisation, but NOT to one 

involving a possible sale of shares to the public. If there is ANY 

POSSIBILITY that the trade sale or other form of transaction may be 

followed by a sale of shares to the public, then special rules will apply 

regarding care in preparation of information based on data collected, 

and on confidentiality of the information. For this read the ZSE 

Listing Requirements, and the “Blue Book” of the Zimbabwe Stock 

Exchange.  

 

NOTE 2:  The following is a sample draft “Terms of Reference” only. It is 

included for illustrative purposes and is NOT intended to be a 

suggested TOR for any specific assignment. It is included merely to 

show the types of task and approach that might be included. It must 

therefore not be issued without appropriate modification to potential 

advisers as terms of reference with any invitation to propose for an 

actual assignment.   

 

1. Introduction 

 

The [Line Ministry] intends to appoint consultants (in these terms of reference, the 

“Advisers”) to prepare a profile of the SEP in the form of an information 

memorandum. These terms of reference specify the work to be carried out by the 

Advisers. 

 

The purpose of the information memorandum is to provide interested persons with 

comprehensive, accurate and up-to-date information on the SEP, thereby enabling 

them to form a view of the SEP, and accordingly, whether they wish to bid to make 

a strategic investment in it, or some other level  of equity participation, and if so, the 

terms of their bid. 

 

2. Objectives of the policy of privatisation of SEPs 

 

The objectives of  the privatisation policy being pursued by the Government of the 

Republic of Zimbabwe are to raise the standards of performance of those SEPs and 

to reduce the managerial, technical and financial burdens which they impose on the 

State and the public (both as consumers and taxpayers). In light of this, the 
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Government intends to proceed with the privatisation of the whole of the 

Government’s interest in [name of the SEP]. 

 

3. Scope of work 

 

The scope of work of the Advisers will be broken down into a number of tasks, 

as set out below. 

 

Task 1: Initial examination of the SEP 

 

The Advisers will familiarise themselves with the SEP and, among other 

things, obtain from the SEP all such relevant information as is available.  

 

Task 2: Undertake investigations, etc. 

 

The Advisers will carry out all such investigations, and gather all such 

information, as is necessary and/or appropriate for the purposes of the valuation 

report. 

 

Task 3: Prepare information memorandum 

 

The Advisers will prepare, for the Ministry’s consideration and approval (in 

conjunction with the SEP’s management), a draft information memorandum, 

containing (as relevant) disclaimers in the form appended to these terms of 

reference: 

 

1. the SEP’s full name, address and contact details; 

2. the legal status of the SEP; 

3. the SEP’s bankers, auditors and solicitors; 

4. a brief history of the SEP; 

5. details of the SEP’s existing business, including 

 market; 

 principal customers and suppliers; 

 turnover; and 

 levels of capacity and utilisation; 

6. details of the SEP’s principal assets and contracts; 

7. details of the SEP’s organisational structure and its management and 

employees; 

8. general information on Zimbabwe, including: 

 legal and regulatory background; 

 economic and political background and developments; 

 investment regime and incentives;  
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 summary of the taxation regime; 

 details of infrastructure; and 

 such other information on the SEP or otherwise as is appropriate in 

the circumstances. 

 

The information memorandum should include the SEP’s latest accounts and 

those for the past 5 years (where these are available, or for the last 3 years ideally 

as a minimum) whether audited or not).  

 

For the purposes of preparing the information memorandum, use can be made, 

where applicable, of existing publicity materials. 

 

The draft information memorandum must be submitted, in triplicate, not later 

than [  ] weeks after the start of the assignment. 

 

The Advisers will submit to the [Line Ministry] the requested number of copies 

of the agreed final information memorandum. 

 

3. Administrative arrangements 

 

The Advisers will report to the [Line Ministry] and will work closely with the 

Technical Committee. They will, in addition to the specific reporting 

requirements mentioned above in these terms of reference, submit [weekly/bi-

weekly] reports on the progress of the assignment. 

 

The Advisers should note that the Ministry will not be able to provide any office 

or other facilities or services in connection with this assignment. 

 

4. Contents of proposal 

 

The consultants’ proposal should include the following information: 

 

1. comments or suggestions on the terms of reference; 

2. a brief description of the way in which the firm would plan to execute the 

work; 

3. the composition of the team of personnel which the firm would provide, and 

the tasks assigned to each of them; 

4. proposed fixed fee for carrying out the work, broken down to show the time 

to be spent by each team member and his/her charging rate;  

5. estimated total reimbursable expenses, broken down into, and within, the 

following categories: 

 travel and travel related expenses,  
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 per diem allowances,  

 costs of communication  

 costs of printing and reproduction. 

 

5. Fees and expenses 

 

The fixed fee (which will be the total fee for carrying out the work) will be paid, 

and expenses reasonably incurred in carrying out the assignment will be 

reimbursed, upon completion of the assignment. 

 

The [Line Ministry]’s prior agreement must be obtained if expenses (either in 

aggregate or by category) exceed the amount of your estimate by more than 5%. 

 

6. Disclaimers (see Addendum 1). 
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ANNEX F.1 Addendum 1 

 

DISCLAIMER (RE: INFORMATION MEMORANDUM) 

 

NOTE: This draft disclaimer needs to be reviewed by a Zimbabwe Legal Practitioner, to 

ensure that it  complies with the Laws of Zimbabwe in every respect, and that it is 

compatible with the ZSE Listing Rules (the “Blue Book”) in those cases where a sale of 

shares to the public may be possible. It is therefore attached merely as a draft or sample of 

the main points that should be included in such a disclaimer.  

 

The sole purpose of this information memorandum (the “Memorandum”) is to assist the 

recipient in considering whether to bid for the [assets/shares] of [         ] (the “object” or 

“SEP”)  and the Memorandum is not intended to form the basis of an investment decision or 

any decision to acquire such [assets/shares]. This Memorandum does not constitute an offer 

by or on behalf of any person for the sale or purchase of [assets/shares]. 

 

The information contained in this Memorandum has not been the subject of a detailed 

verification procedure. Accordingly, no representation or warranty, express or implied, is or 

will be made in or in relation to, and no responsibility or liability is or will be accepted, by 

the Government of the Republic of Zimbabwe, [Line Ministry], the SEP or any of their 

respective officers, executives, employees, agents or advisers in relation to the written or 

oral information made available to any interested party or its advisers in connection with the 

SEP (including, without limitation, in this Memorandum). 

 

This Memorandum does not purport to be comprehensive or to contain all the information 

that a prospective buyer may need. It contains certain statements and estimates with respect 

to the forecast performance and plans which reflect various assumptions concerning such 

matters which may, or may not, prove to be accurate. Without prejudice to the previous 

paragraph therefore, no representations or warranties whatsoever are made as to the 

achievement or reasonableness of such forecasts, statements or estimates. Recipients of this 

Memorandum must make their own assessment of the SEP. 

 

Any prospective buyer of the object’s/SEP’s
31

 (assets/shares) will be required to agree in the 

sale and purchase agreement that it has not relied on any representation or warranty, whether 

of fact, opinion or otherwise, except as expressly set out in such agreement, subject to such 

limitations and restrictions, if any, as may be specified in such agreement. 

 

Some of the information in this Memorandum is commercially sensitive. It is only being 

made available to parties who have signed and returned a confidentiality undertaking and 

recipients are, therefore, bound by the confidentiality undertaking in respect of all the 

information contained in this Memorandum. 
                         
31

 Delete as appropriate. 
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The recipient has agreed, subject to the terms of the confidentiality undertaking, to hold in 

complete confidence the information contained in this Memorandum (or otherwise disclosed 

to it by the [Line Ministry],  or the SEP).  Subject to those terms, this Memorandum must 

not be copied, distributed or passed to others at any time. 

 

In furnishing this Memorandum, the [Line Ministry] undertakes no obligation to provide the 

recipient with access to any additional information or to correct any inaccuracies in it that 

may become apparent. The issue of this Memorandum shall not be taken as any form of 

commitment on the part of the Government of the Republic of Zimbabwe or the [Line 

Ministry] with any transaction. 

 

The parties receiving this Memorandum are recommended to seek their own independent 

financial and legal advice in connection with their interests in the object and must make their 

own independent assessment of the merits of acquiring the object’s [assets/shares]. 
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ANNEX F. 2 

 

TERMS OF REFERENCE (FIXED ASSET VALUATION) 

 

NOTE 1: The following is a sample draft “Terms of Reference” only. It is included for 

illustrative purposes and is NOT intended to be a suggested TOR for any 

specific assignment. It is included merely to show the types of task and 

approach that might be included. It must therefore not be issued without 

appropriate modification to potential advisers as terms of reference with any 

invitation to propose for an actual assignment.   

 

TERMS OF REFERENCE 

 

1. Introduction 

 

The [Line Ministry] to appoint consultants (in these terms of reference, the “Advisers”) to 

carry out a valuation of the SEP’s land and buildings, plant and machinery and other fixed 

assets (including vehicles, furniture, fixtures, equipment, etc.) (In these terms of reference, 

together the “Assets”). These terms of reference specify the work to be carried out by the 

Advisers. 

 

The purpose of the valuation is: 

 

a. to provide an inventory of the Assets to be divested. 

b. to give the [Line Ministry] a guide to the value of the Assets for the purposes of 

privatisation  

c. so that such value can be used as a guide in setting an indicative price, but not a 

reserve price;  

 

2.  Objectives of the policy of privatisation of SEPs 

 

The objectives of the privatisation policy being pursued by the Government of the Republic 

of Zimbabwe are to raise the standards of performance of those SEPs and to reduce the 

managerial, technical and financial burdens which they impose on the State and the public 

(both as consumers and taxpayers). In the light of this, the Government intends shortly to 

proceed with the privatisation of the Government’s interest in [name of the SEP]. 

 

2. Scope of work 

 

The scope of work of the Advisers will be broken down into a number of tasks, as set out 

below. 
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Task 1: Initial review of the SEP 

 

The advisers will familiarise themselves with the SEP and, among other things, obtain from 

the SEP such relevant information as is available. 

 

Task 2: Detailed examination of the SEP 

 

The Advisers will carry out all such investigations, and gather all such information, as is 

necessary and/or appropriate for the purposes of the valuation report. The valuation is to 

include all the assets of the SEP. 

 

Task 3: Value assets and submit valuation report 

 

The Advisers will prepare, for consideration and approval by the [Line Ministry] (in 

conjunction with the SEP’s management), a draft valuation report: 

 

3. specifying the value of the assets in the SEP. 

4. detailing the basis of valuation; and providing full justification for such basis and for 

any assumptions underlying the valuation. 

 

Where the SEP has assets on lease
32

 or other deferred payment terms, the valuer should state 

whether they have been included and how they have been valued 

 

The valuation should state whether there is the assumption of no environmental 

contamination, seismic or climatic conditions or other factors that could affect the value. 

 

The valuation will be as at [date of valuation] and will be for the purpose of assisting 

Government in privatising the SEP. The valuation will be expressed in both local currency 

and in United States Dollars. 

 

The Assets shall be valued on such basis as, in consultation with SERA, the Advisers think 

appropriate. 

 

The draft valuation report must be submitted, in triplicate, not later than [   ] weeks after the 

start of the assignment. 

 

The Advisers will submit to the [Line Ministry] a pre-agreed number of copies of the agreed 

final valuation report (e.g. six). 

 

 

 
                         
32 Finance or operating lease – see Glossary. 
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3. Administrative arrangements 

 

The Advisers will report to the [Line Ministry] and will work closely with the staff of 

SERA, with the Technical Committee. They will, in addition to the specific reporting 

requirements mentioned above in these terms of reference, submit [weekly/bi-weekly] 

reports on the progress of the assignment. 

 

The Advisers should note that the Ministry will not be able to provide any office or other 

facilities or services in connection with this assignment. 

 

4. Contents of proposal 

 

Your proposal should include the following information: 

 

 your comments or suggestions on the terms of reference; 

 a brief description of the way in which your firm plans to execute the work; 

 the composition of the professional team of personnel that your firm would provide, 

and the tasks assigned to each of member of that team. 

 your proposed fixed fee for carrying out the work, broken down to show the time to be 

spent by each team member and his/her charging rate;  

 your estimated total reimbursable expenses, broken down into, and within, the 

following categories:  

 

i. travel and travel related expenses,  

ii. per diem allowances,  

iii. costs of communication  

iv. costs of printing and reproduction. 

 

5. Fees and expenses 

 

Arrangements for payment of fees will be subject to negotiation with the firm selected for 

this assignment.  
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ANNEX F. 3 

 

TERMS OF REFERENCE (BUSINESS VALUATION – VALUATION OF 

SHARES) 

 

NOTE 1: The following is a sample draft “Terms of Reference” only. It is 

included for illustrative purposes and is NOT intended to be a suggested 

TOR for any specific assignment. It is included merely to show the types 

of task and approach that might be included. It must therefore not be 

issued without appropriate modification to potential advisers as terms of 

reference with any invitation to propose for an actual assignment.   

 

TERMS OF REFERENCE 

 

1. Introduction 

 

The [Line Ministry] intends to appoint consultants (in these terms of reference, the 

“Advisers”) to carry out a business (or financial) valuation of the SEP. These terms of 

reference specify the work to be carried out by the Advisers. 

 

The purpose of the valuation is to give the [Line Ministry] a guide to the value of the 

Government’s interest in the SEPs so that such value can be used as a guide in setting an 

indicative price, but not a reserve price for the SEP. 

 

2. Objectives of the policy of restructuring of SEPs 

 

The objectives of the policy of restructuring of SEPs being pursued by the Government of 

the Republic of Zimbabwe are to raise the standards of performance of those SEPs to drive 

the socio-economic development agenda for the benefit of the Zimbabwean citizenry. In the 

light of this, the Government intends shortly to proceed with the restructuring of [name of 

the SEP]. 

 

4. Scope of work 

 

The scope of work of the Advisers will be broken down into a number of tasks, as set out 

below. 

 

Task 1: Initial review of the SEP 

 

The advisers will familiarise themselves with the SEP and, among other things, obtain from 

the SEP such relevant information as is available. 

 



 

197 

 

Task 2: Detailed examination of the SEP 

 

The Advisers will carry out all such investigations, and gather all such information, as is 

necessary and/or appropriate for the purposes of the valuation report. The valuation is to 

include all aspects of the business including its past and projected future performance and all 

issues that are likely to impinge on its value from a business point of view. 

 

Task 3: Value business and submit valuation report 

 

The Advisers will prepare, for the Ministry’s consideration and approval (in conjunction 

with the SEP’s management), a draft valuation report: 

 

 specifying the value of the Government’s interest in the SEP; 

 detailing the basis of valuation, or valuations if more than one method or a combination 

of methods is judged appropriate; 

 providing full justification for such basis and for any assumptions underlying the 

valuation and the method of business valuation used.  

 

The business shall be valued on such basis as, in consultation with the [Line Ministry], the 

Advisers think appropriate.  

 

The draft valuation report must be submitted in triplicate, not later than [   ] weeks after the 

start of the assignment. 

 

The Advisers will submit to the [Line Ministry] a pre-agreed number of copies of the agreed 

final valuation report (e.g. six). 

 

3. Administrative arrangements 

 

The Advisers will report to the [Line Ministry] and will work closely with the Technical 

Committee. They will, in addition to the specific reporting requirements mentioned above in 

these terms of reference, submit [weekly/bi-weekly] reports on the progress of the 

assignment. 

 

The Advisers should note that the Ministry will not be able to provide any office or other 

facilities or services in connection with this assignment. 

 

4. Contents of proposal 

 

The consultant’s proposal should include the following information: 

 

1. comments or suggestions on the terms of reference; 
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2. a brief description of the way in which the firm would plan to execute the work; 

3. the composition of the team of personnel which the firm would provide, and the tasks 

assigned to each of them; 

4. the proposed fixed fee for carrying out the work, broken down to show the time to be 

spent by each team member and his/her charging rate; 

5. an estimated of total reimbursable expenses, broken down into, and within, the 

following categories: travel and travel related expenses, per diem allowances, costs of 

communication and costs of printing and reproduction. 

 

5. Fees and expenses 

 

The fixed fee (which will be the total fee for carrying out the work) will be paid, and 

expenses reasonably incurred in carrying out the assignment will be reimbursed, upon 

completion of the assignment. 

 

The Ministry’s prior agreement must be obtained if expenses (either in aggregate or by 

category) are likely to exceed the amount of that estimated by more than 5%. 
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ANNEX. F.4 
 

VALUATION V. PRICE – NEGOTIATING POSITIONS & RANGE 

 

 

                  Valuations    

(by V = Vendor, I = Investor) 

 

               Vendor (V)    High (probably “opening offer”)  

 

    V1 

 

  V2 

           

                   Investor (I) 

            High 

  I1             “Walk-away” 

  

V3 

   

 

  I2                    Negotiating   

        Range 

   

  V4    Vendor 

   

       Low 

  I3              “Walk-away” 

  I4          

   

 

Investor  

          Low (probably “opening bid) 

 

Explanation: 

This diagram is a simplification of the concept of valuation of the SEP and its 

relationship to price. The Vendor’s valuations (V1 to V4) shown above could have 

been made using different valuation methods, and/or different valuers. Similarly the 

Investor’s valuations (I1 to I4) could also have been made on his behalf using different 

valuation methods or could have been made by different (qualified and professional) 

corporate valuers. Different valuation methods and different valuers will invariably 
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produce different valuations for the SEP even though these will be carried out using 

internationally professionally accepted methods, as used in corporate finance 

“Mergers & Acquisitions” work. Often these valuations will vary widely. As stressed 

in the text, valuation is a theoretical concept, and there is no such thing as a “correct” 

valuation for the SEP. 

 

The range of values for the vendor and investor are illustrated on the right of the 

diagram. Where they overlap is likely to be the negotiating range. Also shown are the 

“walk-away” high price for the investor and the “walk-away” low for the vendor i.e. 

the government in the case of a privatisation.  

 

The final “price” or preferably the “consideration” will fall within the negotiating 

range, with that agreed upon depending on the relative negotiating skills of the two 

parties to the transaction. 
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ANNEX F.5 

 

GENERAL FORMAT OF A TYPICAL BUSINESS PLAN  

 

NOTE:  This list of typical contents does not and is not intended to correspond with 

any all Business Plans submitted by a potential investor. It is included 

merely to indicate the type of issues that the investor should address in the 

Business Plan, depending on the nature of the SEP/project. It should not 

merely be a brief description couched in unconvincing generalities, but 

should be a well constructed document that the potential investor is 

prepared to defend to the evaluation committee 

 

Section Content 

2. Executive 

Summary 

a. A brief summary of the whole business plan. 

b. Emphasis on the role of the privatised business in Zimbabwe. 

c. Identify national, customer, employee and environmental benefits if 

appropriate). 

d. Include product (or services) summary, financial summary and 

summary of management.  

3. The business a. Summary of existing situation (strengths, weaknesses, opportunities 

and threats to the business). 

b. Objectives and core values. 

c. Key features of the operating environment. 

d. Future prospects after privatisation, with the investor’s involvement. 

4. Products and 

Markets 

a. Main products (services) to be produced (rendered) with their 

respective projected share of total sales (over next 5 years). 

b. Main markets with relevant key details (market share, nature and extent 

of competition, past known trends if applicable, projections) 

c. Pricing issues. 

d. Quality issues. 

e. Competitive strengths and weaknesses (of products and markets). 

f. Future prospects. 

g. Market and sales objectives.   

5. Operations a. Production technology and processes 

b. Capacity and utilisation 

c. Premises, land and buildings utilisation 

d. Quality assurance 

e. Operating links with other plants/operating units/branches etc. of the 

potential investor’s existing operations. 

Continued on next page 
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 Continuation from previous page  

 

Section Content 

7 Labour force a. Analysis of the present workforce, limitations, staffing level etc. 

b. Projections of numbers of jobs to be provided in the privatised business 

by grade. 

c. Plans for worker training. 

d. Plans for disposal of surplus labour. 

e. Projections of future growth of labour force (if any) linked to the 

growth plan for the overall business. 

f. Effect of investor’s planned investment in the business on its 

operations. 

8 Marketing and 

Distribution 

a. Key factors for success in the market place. 

b. Method of selling 

c. Sales outlets 

d. The sales message 

e. Promotion  

f. Location of intended market 

g. Export potential and foreign exchange earnings projections 

h. Distribution channels 

i. Key sales contracts 

j. Customer service 

k. Product warranties 

l. Inventory levels 

9 Management a. Senior management team (CVs enclosed/attached) 

b. Depth of management resources (parent to newly privatised company) 

c. Proposed management development programmes 

d. Development of management indigenisation plans.  

10 Organisation a. Structure proposed for the company, by each main business activity and 

relationship to the parent group if applicable. 

b. Finance, accounting and control functions 

c. Management information systems 

d. Recruitment and payment policies outline. 

11 Financial plan a. Analysis of proposed financing plan for the business including 

indicative timetable for investment in rehabilitation, turn-around, 

development. 

b. Financial management 

c. Projected financial trends 

d. Cash budget, monthly for first year after acquisition. 

e. 5 year projected pro-forma balance sheets, income Statements and cash 

flow Statements. 
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ANNEX F. 6 
 

BASIC CHECKLIST FOR LEGAL DUE DILIGENCE 

 

Legal due diligence will need to be performed during the detailed review of the SEP 

being considered for privatisation. The questions to be answered will come within the 

following checklist:  

 

 Corporate structure – enabling act or memorandum and articles of association, 

owners of shares, representation on board of directors, relationship between SEP 

and relevant parts of Government 

 

 Identification of any subsidiaries or associate companies and their ownership 

 

 Title to real property and copies of any relevant documents 

 

 Assets of the SEP in general and ancillary services (social assets – schools, 

hospitals, houses, etc.) 

 

 Any leases (and types of lease) of any property or licenses to or from anyone and 

relevant documents  

 

 Any legal action/claims pending or in progress by or against the SEP 

 

 Relevant sectoral policy – any documents 

 

 Any relevant regulation of the sector – any breaches/disciplinary action taken 

against the SEP in recent years 

 

 Any current price setting or subsidies 

 

 Contracts – employment, service contracts, long term supply, agency, distribution, 

manufacturing, etc. 

 

 Intellectual property – ownership and title 

 

 Any loans by/to the SEP or other liabilities and documents securing them  

 

 Any SEP specific redundancy scheme and applicable regulations – identifying 

what legislation/regulations apply 
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 Environmental issues – could the SEP be in breach of any environmental 

legislation? Any disciplinary action in the past 

 

 Is the SEP complying with all relevant legislation? 
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ANNEX F.7 

 

COMPREHENSIVE DUE DILIGENCE CHECKLIST  

 

 

 

NATURE OF 

INFORMATION 

DETAILS 

 

Corporate and 

Regulatory 

 

 

1.    Minutes of meetings of : 

1.1  Shareholder(s) including resolutions that have been passed by the shareholders during 

the past three years. 

1.2   Board of Directors – for the past two years 

1.3   Executive committee – for the past 12 months 

1.4   Works Council Meetings – for the past 12 months 

 

Nature of Business 

 

2.    Customer claims 

 History 

 How handled 

 Insurance 

 Financial implications 

 

 

 

3.    Current/potential size of market for principal products: 

 Market size 

 Market share 

 Historical growth 

 Projected growth 

 External factors that might change forecasts 

  

4.    Marketing strategy 

 

Borrowings 

 

5.     Schedule of all debt instruments/Company lines with key terms and conditions 

 

 

 

6.    Borrowing arrangements including facilities available, terms of these facilities 

including security guarantees etc.  Are the arrangements temporary or semi-

permanent? 

 

Human Resources 

 

7.     A details staff organogram 

  

8.    The current staff handbook 

  

9.    Obtain an up to date list of executive directors, consultants, senior and other staff 

(including persons who have accepted but not yet commenced employment) by 

branch, regional office, general office etc. indicating: 

 Name 

 Age 

 Detailed job description 

 Date of commencement of service 

 Current salary and commission (if applicable) 
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 Bonus entitlement 

 Benefits including company vehicle 

 Notice period 

 Leave entitlement per annum 

 Qualifications 

 Educational background 

 Courses attended 

 Location 

 

  

10.   Employment contracts of directors and other senior officers 

  

11.  Latest monthly payroll 

  

12.   Incentive bonuses schemes 

  

13.   List of employees in respect of whom payments are made without any deduction of 

PAYE 

  

14.   Copies of service agreements or consultancy agreements 

  

15.   Standard employment contracts, internal regulations and collective agreements 

  

16.   Details of any redundancy arrangements (past, in progress or planned) and the related 

costs 

  

17.   Details of employees dismissed or suspended in the last five years in respect of who 

claims have been made 

  

18.   Details of liabilities to or claims likely to be made by any ex-directors or employees 

of the company 

  

       Details of loans to employees including: 

 

 Original loan amount 

 Amount outstanding 

 Terms and conditions 

 Security held (if any) 

 Staff loan policy 

  

19.   Code of ethics or statements of business practice drawn up by the Company and to 

which employees are bound 

  

20.   Copy of the pension fund rules and regulations 

 

21.   Copy of the most recent actuaries report (if applicable)  

  

23. Details of any other schemes whereby benefits are provided to any of the employees 

(e.g. healthcare, life assurance)   
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23.   Details of any disputes with Trade Unions 

  

24.   Post retirement obligations (e.g. medical aid) and how this has been treated in the 

financial statements and management accounts 

 

Contractual 

Agreements/ 

Obligations 

 

25.  A schedule of all hire purchase, credit sale or leasing agreements entered into by 

shareholders and any of its subsidiaries 

 

  

26.   Copies of all agreements for services, agency agreements. Licence or distribution 

agreements or know-how agreements to which the Company or any of its 

subsidiaries is a party  

  

27.   Warranty agreements granted by or in favour of the Company 

  

28.   A list of leased properties and certified copies of all lease agreements in respect of 

rented premises 

 

Taxation 

 

29.   Income Tax and capital gains tax returns for the past two years 

  

30.   Tax assessments for the past two years 

  

31.   Details of and the financial effects of any matters in dispute or under discussion with 

the Zimbabwe Revenue Authority 

  

32.   Latest remittance dates for tax obligations in respect of PAYE, VAT, income and 

capital gains  

 

Intercompany and 

Related Party 

Transactions and 

Balances 

 

33.   Certified copies of any loan agreements or details (including interest, repayment 

terms, security etc.) of any loans advanced by the Company to any Group company 

or other related party 

  

34.   Details of transfers of assets during the past two years between the company and any 

Director of the Company or of a company within the Group or a member of the 

director’s family or a company in which he or she is a Director, shareholder or 

member 

 

Legal 

 

35.   details of the title and nature of any litigation (civic or criminal) or arbitration to 

which the Company or any subsidiary is party 

 

 

 

36.    Details of investigations (recent, underway or threatened) made by an administrative 

authority in respect of the Company or any of its subsidiaries.  

  

37.   Details of any powers of attorney given by shareholders 

 

Information Technology 

 

38.   Software licence/outsourcing agreements – duration, on-going obligations and terms 

of cancellation 
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39.   Overview of the IT systems being operated documenting hardware and software used 

  

40.   Details of all the major computer software packages and systems used by 

shareholders 

  

41.  The age and replacement profile of existing systems using a standard system life 

cycle methodology 

 

Financial Review 

 

42.   Audited financial statements for the past three years 

  

43.   Detailed historical monthly management accounts for the past ten months (including 

income statements, balance sheets, cash flow statements and explanatory notes) 

  

44.   Variance analysis report between the 2003 and 2004 actual results versus budget 

  

45.   Schedule of contingent liabilities  

 

Fixed Assets – Plant and 

Equipment 

 

46.   Detailed Fixed Asset Register 

  

47.   Full names and descriptions of all immovable property registered in the name of 

shareholders and the respective title deeds 

  

48.   Registration books for all motor vehicles owned by the Company 

  

49.   Where any of the fixed assets have been revalued – the Revaluation report 

  

50.   Details of security held over fixed assets 

  

51.   Summary of assets leased under a finance lease 

  

52.   Motor vehicle policy 

  

53.   Where the property occupied by shareholders leased – the respective lease 

agreements 

 

Balance Sheet 

 

54.   Supporting schedules for each Balance Sheet item as per latest management accounts 

 

Internal Controls/ 

Forensic 

 

55.   Details of any material instances of fraud uncovered in the last three years including, 

highlighting: 

 

 Quantum of loss and the accounting treatment thereof 

 Whether there were criminal or other procedures taken and the results of those 

measures 

 Steps taken to prevent reoccurrence 

 Where there any systems short comings? If so have they been rectified 

 

Intellectual  Property 

 

56.   Details of trademarks, patents, designs or other intellectual property rights used 

and/or filed by shareholders  including the following details: 



 

209 

 

 

 Date, place and number of filing 

 Date and number of registration 

 Where there are applications for registration of these rights, the status of the 

application procedure 

  

57.   Certified copies of licences or transfers authorizing the Company to use any 

intellectual property right, which it does not own or has not created 

  

58.   Details of any trademark infringement or acts of unfair competition, which the 

Company is aware of and which has not led to a legal action 

  

59.   Details of any disputes involving the \Company, which concern any of the 

intellectual property rights or a matter of unfair competition 

 

General 

 

60.   External auditors’ Management reports/Letters for the past three financial years 

  

61.   Any other documents which are significant with respect to the business, financial 

condition, results of operations or prospects of the Company and which may be 

material 
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ANNEX F.9 
 

REQUEST FOR INFORMATION 

 

[Letterhead of SERA] 

 

Our reference:   

 

Date: dd/mm/yy 

 

[Name and address of Line Ministry or SEP]  

 

Dear [        ] 

 

RE: Proposed Restructuring of [name of the SEP] 

 

In connection with the proposed restructuring of [name of the SEP], which as you know has 

already been approved by the Cabinet, would you please supply full details of all the items 

specified below (except where they are not relevant or are unavailable), including, in those 

cases where documents are mentioned, complete and up-to-date copies of such documents. 

 

If any of the details are simply unavailable, could you please specify this and explain the 

reasons. 

 

1(a) The SEP - if a limited liability company
33

 

 

 Full name of the SEP, its place and date of incorporation and its registration number. 

 Details of the [Line Ministry] and Parent Corporation (if there is a holding 

corporation). 

 A copy of the SEP’s Memorandum and Articles of Association. 

 Address of the main operation or facility, and of other facilities of the SEP. 

 Copies of the audited accounts (balance sheet and profit and loss Statement) of the 

SEP for the last five consecutive financial years and unaudited statements for any 

years that have not yet been audited. 

 The names and addresses of the SEP’s directors, secretary and other senior 

managers. 

 An organisation chart of the SEP, showing functional departments or activities. 

 The SEP’s authorised and issued share capital, the names of the registered holders 

and the number of shares held by them. 

                         
33

 There are a number of public State Enterprises/Parastatals in Zimbabwe that fall between the definition of 
“company” under the Companies Act (1996) and the SEP status. In the particular case of one of these, 
provision will need to be made in the “Request for Information” letter.  
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1(b) The SEP - if not a limited liability company, but the SEP established by an 

enabling Act. 

 

 Full name of the SEP. 

 A copy of the enabling act under which the SEP was formed, or acquired by the 

State if it had a previous private sector existence. 

 Details of the [Line Ministry or parent corporation (if there is a holding corporation). 

 Address of the main operation or facility, and of other facilities of the SEP. 

 Copies of the audited accounts (balance sheet, profit and loss account and cash flow 

Statement) of the SEP for the last five consecutive financial years and unaudited 

Statements for any years that have not yet been audited. 

 The name and address of the Chairman, Chief Executive (General Manager or 

person in managerial authority), and of its other senior managers. 

 An organisation chart of the SEP, showing functional departments or activities. 

 

2. Land 

 

Particulars of: 

 

a) any freehold or leasehold property owned and/or used by the SEP; 

b) any lease or tenancy to which any such property is subject;  

c) in the case of leasehold properties, the rents currently payable and details of 

rent reviews provided for in the documentation; and 

d) copies of the title and other relevant documents relating to each property. 

 

3. Other assets 

 

1. A list of other assets (including plant and machinery, motor vehicles, 

intellectual property, etc.) owned and/or used by the SEP. 

2. Particulars of: 

(i) any mortgage or similar encumbrance over any of the SEP’s assets; 

(ii) any option to acquire property or assets of the SEP;  

(iii) any assets acquired on terms that title to them does not pass until full 

payment is made; and 

(iv) any guarantee, indemnity, bond or similar obligation under which the 

SEP is presently or contingently liable. 

 

4. Activities of the SEP 

 

A brief description of the business carried on by the SEP including particulars of: 

 



 

212 

 

1. any brand or trade name under which the SEP carries on business;  

2. any license or consent that the SEP requires for carrying on its activities; and  

3. any partnership, consortium or trade or other association of which the SEP is 

a member. 

 

5. Contracts 

 

A list of all contracts to which the SEP is a party including details, and if possible 

copies of: 

 

1. any such contracts which are of an unusual nature or long-term; 

2. any such contracts which are for the provision of goods and/or services to or by 

the SEP; all agency, management, shareholder and joint venture contracts to 

which the SEP is a party or which otherwise relate to the SEP. 

 

6. Employees 

 

Details of the numbers of employees, divided between managerial, administrative 

staff grades, other permanent workers and temporary workers, and details of the 

SEP’s calculation of the sum required to retrench the employees if that becomes 

necessary.  

 

Details of all liabilities (including contingent liabilities) to employees, for example 

pension, provident fund, widows benefits etc. These data should be shown by 

employee, grade of employee and department if applicable. 

 

7. Legal proceedings 

 

Particulars of: 

 

 any actual or threatened legal proceedings; and 

 any industrial or other disputes in which the SEP is engaged or which are 

threatened against it. 

 

 

Yours sincerely 

 

 

Executive Director 

State Enterprises Restructuring Agency  
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ANNEX F. 10 
 

PROFESSIONAL ADVISER APPOINTMENT LETTER FOR PREPARATION 

OF VALUATION AND/OR INFORMATION MEMORANDUM 

 

NOTE: This draft needs to be reviewed by a Zimbabwe Legal Practitioner, to 

ensure that it complies with the Laws of Zimbabwe in every respect, 

and that it is compatible with the ZSE Listing Rules (the “Blue Book”) 

in those cases where a sale of shares to the public may be possible.  

 

SAMPLE FORM OF OUTSOURCING LETTER AGREEMENT 

 

Our ref:  

 

[Name and address of professional adviser/consultant]                                             dd/mm/yy 

 

Dear Sir, 

[Name of SEP] 

 

We refer to: 

c. our letter to you dated (            ); and  

d. your proposal dated (             ). 

 

You have agreed to carry out the work described in the Appendix [  ] to this letter agreement 

(the “Services”). This letter sets out the relevant terms. 

 

1. Start date 

 

You will start carrying out the Services not later than fourteen (14) days after the date of this 

letter. 

 

2. Services 

 

You will carry out the Services: 

 

d. strictly in accordance with the attachment to this letter of agreement; 

e. with all due diligence, efficiency and economy; and 

f. in accordance with generally accepted professional techniques and practices. 
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The personnel named in Appendix [  ] to this letter of agreement will carry out the Services. 

That Appendix also sets out, in general terms, the tasks that will be assigned to each of 

them. 

 

3. Fees and expenses 

 

Your total fee for carrying out the Services is set out in part [  ] of Appendix [  ] to this letter 

agreement. Your estimated reimbursable expenses, broken down by category, are set out in 

part [  ] of that Appendix. 

 

Upon completion of the Services, you will submit to us an invoice in respect of that fee and 

the expenses reasonably incurred by you in carrying out the Services. 

 

The total expenses must fall within one of the categories set out in part [  ] of Appendix [  ] 

to this letter agreement and be supported by receipted invoices, vouchers and other 

applicable materials. Further, you must obtain our prior agreement if expenses (either in 

aggregate or by category) are likely to exceed your estimate by more than 5%. 

 

Subject to the above, we will pay the invoice within sixty (60) days after receipt. 

 

4. General 

 

Neither you, nor your personnel, shall disclose any information relating the [name of the 

SEP], to any aspect of the Services you are retained to undertake or to the results of those 

Services, or to this letter agreement, without our prior written permission. 

 

All documents prepared by you for us under this letter agreement shall become and remain 

our property. 

 

These documents prepared by you for us under this letter agreement shall become and 

remain our property. 

 

5 Acknowledgement 

 

We should be grateful if you would sign, and return to us, the enclosed copy of this letter to 

signify your consent to its terms. 

 

Yours sincerely, 

 

 

Secretary for [line Ministry] 
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Appendix A - Description of the Services 

 

Appendix B - Personnel 

 

Appendix C - Part 1 - Fees 

  - Part 2 - Reimbursable expenses 
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SECTION G 

 

GENERIC ISSUES ON TENDER PROCEDURES GUIDELINES ON 

ENGAGEMNT OF INVESTORS 

 

 

Introduction 
 

The restructuring programme in Zimbabwe is centred around the need for recapitalisation 

of SEPs. This creates vast opportunities for private investment into the SEP sector 

through strategic partnerships, joint ventures and other PPP strategies. 

 

This section provides general cross cutting tendering procedures, which are to be adopted 

as applicable to the specific SEP and the transaction at hand, during the engagement of 

investors in line with the relevant procurement procedures. These procedures have to be 

applied in line with the State Procurement Board (SPB) regulations and the necessary 

approvals have to be sought from the SPB and granted at appropriate stages of the 

procurement cycle.   

 

It is critical that SEPs and Line Ministries follow these procedures to enhance value to 

the nation out of the restructuring transactions through transparent, professional and 

credible tendering procedures. It is also in the best interest of investors to familiarise 

themselves with these tender procedures, in order for them to understand their 

obligations, at the same time protecting their interests from an informed point of view. 

 

This section mostly applies to the privatisation and other restructuring strategies such as 

Joint Ventures and PPPs where private investment is to be injected in the SEP or project.  

 

Definitions 

 

In the Document the expression:  

 

a) “Bid” means the Proposal in the required format and with the required content. 

 

b) “Bidder” is the person submitting the Proposal. 

 

c) “Seller” (or “Sellers”) means the Minister of [Line Ministry] (the “Minister”) (or 

trust holding the shares for the Government if appropriate, or the holding company 

if one exists and it is the Seller of the Company). 

 

d) “Date of Closure” means the deadline for receipt of Bids. 
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e) “the Government ” means The Government of Zimbabwe. 

 

f) “Person” means an individual, corporation, partnership, consortium, joint venture, 

trust, agency or department and their heirs, executors, legal representatives or 

administrators of an individual and the successors of a corporation, joint venture, 

trust agency or department. 

 

g) “Regulatory Framework” means the various legislation and contractual agreements 

which regulate the SEP. 

 

Proposal 

 

The main body of the Bid should contain concise written material and illustrations that 

enable a clear understanding and evaluation of the Bidder’s capabilities. In making the 

Bid the Bidder acknowledges that it has investigated and satisfied itself as to the accuracy 

of the company’s records and data provided by the Company. Any failure by the Bidder 

to acquaint itself with the available information or circumstances shall not relieve it from 

performing the obligations required of it in the event that it is the Buyer. Legibility, 

clarity and completeness of the various documentation and schedules are essential. The 

Bids must contain the following: 

 

Details of the Bidder, its credibility and capability 

 

a. the Bidder’s full name, address and contact details; 

b. the Bidder’s constitutional documents (Memorandum and Articles if the latter exist) 

and a copy of the Certificate of Incorporation or registration. 

c. details of the Bidder’s directors and shareholders. 

d. details of the Bidder’s existing business. 

e. the Bidder’s audited accounts (balance sheet, profit and loss account and cash flow 

Statement) for the last three (3) consecutive financial periods (normally years unless 

due to a change in financial year end one financial period is of a different duration).  

f. details of the Bidder’s management, marketing and technical skills and expertise 

(particularly so far as they relate to the Company and industry in which it operates). 

g. names and addresses of Bidder’s auditors, bankers and lawyers who will act for the 

Bidder in this transaction. 
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The Bidder’s business plan for the Company
34

 
 

This is a critical component of the investors proposal since it enables the Government to 

evaluate an investor who is in line with the objectives of the restructuring transaction and 

Government expectation. 

 

Broad issues relating to the proposal 

 

a. the impact on the local community (particularly where the SEP has traditionally 

provided social service and/or infrastructure), or is the main employer in a town or 

other catchment area. 

b. the impact of competition and the regulatory environment;  

c. environmental impact;  

d. the impact of foreign exchange earnings. 

 

The consideration and terms of payment, in the case of Strategic Partnerships 

 

a. the price offered for the shares of the Company (clearly indicating the proposed 

currency of payment) the proportion and amount of the SEP’s debt that the 

investor is prepared to take over. 

b. if the offer is not on the basis of cash in full on completion, the precise timing of 

any deferred payments; 

c. in the event of deferred payments, details of the security proposed to be given; 

d. a detailed explanation of how the Bidder intends to finance the acquisition. In the 

case of an offer made from existing resources, the Bidder will be expected to 

provide written confirmation from its bank or financial adviser that the necessary 

funds will be available. In the case of an offer not made from existing resources, the 

Bidder will be expected to provide written confirmation from its arrangers or 

providers of finance that arrangements have been made, or will be made, to provide 

the necessary finance. 

 

The draft sale and purchase agreement 

 

A copy of the sale and purchase agreement marked to show the changes that the Bidder 

would be required to complete the transaction, including any specific proposed wording. 

 

The form of Bid 

 

The Bidder’s proposal should be signed by the Bidder in ink and all deletions or alterations 

should be initialled by the signer in ink. 

                         
34

 Business Plan – see Section F Part 5. 
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Information on the consideration 

 

[If the [Line Ministry] would prefer the consideration offered to be paid in cash in full on 

completion of the sale and purchase, then the draft sale and purchase agreement will need 

to be drafted accordingly] 

 

The [Line Ministry] will not, other than in exceptional circumstances, consider any Bid 

involving: 

 

a. the payment on completion of less than 50% of the cash component of the 

consideration offered, or 

b. deferred payments due after the third anniversary of completion. 

 

Deferred consideration must be secured by a guarantee from a bank or other person of 

sufficient financial standing.  The [Line Ministry] may consider, where appropriate, taking 

security over the assets or, as the case may be, shares of the SEP until full payment is 

received. 

 

Interest will be payable on deferred payments at, in the case of Zimbabweans, the relevant 

Zimbabwe Treasury Bill rate and, in the case of non-Zimbabweans, the relevant London 

Interbank Offer Rate (LIBOR) for the currency of payment, plus 2%. 

 

Due diligence 

 

Persons who wish, prior to submitting their Bids, to inspect the Company’s assets, 

operations and records may carry out a site visit. Permission to do so can be obtained from 

the [Line Ministry]. 

 

The [Line Ministry] has established a data room for the Company, in which a number of 

documents and other information may be inspected. Arrangements to visit that data room 

can similarly be made with the [Line Ministry]. Refer to Section EI for further details. 

 

Date of Closure and delivery of Bids 

 

The completed documents, which constitute the Bid must be delivered against receipt to 

and placed in the tender box at the [Line Ministry] before hh:00 hours Harare Time on 

dd/mm/yy. The address for that purpose is: 

 

The [Line Ministry] 

[address] 
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The documents must be in a sealed envelope marked clearly on the top right hand corner 

“For [name of Company] Limited” and the “[name of the Bidder]”. Any Bid received after 

the time and date fixed shall not be considered. The Bids must remain valid for 120 

calendar days after the Date of Closure. Six copies of the completed Bids are to be 

submitted. 

 

The Bids submitted will be entered in a Register maintained by the [Line Ministry] giving 

the date and time of receipt, name of the person submitting it with his or her signature. A 

receipt will be issued to the person delivering the document package. 

 

Following the submission of the Bids the [Line Ministry] may require further information 

on the Bidder and its proposal and to require the Bidders to submit their best proposals. 

 

Extension of time and other changes to rules 

 

Persons submitting a Bid may request the [Line Ministry] to extend the time for making a 

proposal. If the [Line Ministry] agrees to an extension, then the extension of time shall 

apply to all persons registered as interested in submitting a Bid who shall be notified of the 

extension of the deadline by the [Line Ministry].  

 

The [Line Ministry] reserves the right to extend the deadline on notification to all persons 

who have registered, but the [Line Ministry] will only exercise this right in exceptional 

circumstances. Any changes to the rules will be notified to all Bidders. 

 

No proposal 

 

The Request for Proposals shall be regarded as not having taken place in the following 

cases:  

 

a. if not a single Bid has been received by the appointed time; 

b. if all the Bids submitted do not conform to the formalities and for that 

reason have been rejected the [Line Ministry]. 

 

Employees 

 

Successful Bidders should in the medium term retain the services of as many employees as 

possible, and this must be fully explained and documented in the Bidder’s proposal 

document and with manning forecasts in the business plan submitted
35

.  

 

                         
35 employees: a Statement may need to be added here to reflect the policy on retention and/or redeployment of 

employees.  
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Act as principal  

 

No Bid will be accepted where a person submits the Bid "in trust" or as "trustee" or as 

"agent" or with any similar qualification or description. 

 

Bids must stand alone 

 

No Bid that is made with reference to, related to or dependent upon the Bid of any other 

party will be considered. A person may submit only one Bid and a person may not be 

associated or connected with a Bid submitted by another person
36

.  

 

No revocation of Bids 

 

Once a Bid is submitted it constitutes an Offer and shall not be subject to revocation.  

 

Opening of Bids 

 

Bids will be opened at the offices of the [Line Ministry] one hour
37

 after the appointed 

time of closure on the Date of Closure, namely opening will be at hh:00 on dd/mm/yy. 

One person representing each Bidder is invited to attend, who will be asked to prove his 

identity and relationship with the Bidder in each case. 

 

A record (protocol) of the Bids opened will be made and signed by each of the Bidders 

present or their representatives and a Technical Committee representative. 

 

Evaluation of Bids
38 

 

The Bids will be evaluated by the evaluation team in terms of the consideration offered, 

the Bidder’s capability and credibility, the Business Plan forming part of the Bid, and the 

strength of the strategic investor involved. 

 

Appropriate weighting using a points system could be by allocation to these criteria by 

the evaluation team as follows, or with some other weighting. The three criteria can be 

subdivided if necessary with points allocated to each subdivision as suggested below: 

 

 

 

 

 

                         
36 This does not in any way preclude Bids from consortia or lead bidder and sub-contractor bidders. 
37 Or other time as appropriate.  It should normally be immediately after closure, or as here shortly after closure 
38

 Evaluation of Bids – see Section G. 
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CRITERIA FOR APPRAISAL OF BIDS OF POTENTIAL INVESTORS 

 

 
 Name of Bidder: 

 
Evaluation Criterion  Max Points Points 

 Awarded 
Remarks 

Consideration Offered  
 

Cash Proceeds 
 
Time frame to settle cash proceeds 
 
Guarantee of future tax streams 
 
Debt Takeover 
 
Total  

50 
 
10 
 
5 
 
5 
 
70 
 

  

Bidder`s capability and 
Credibility 

Relevant experience in the Industry 
 
Performance of recent mergers or 
acquisitions 
 
Relevant experience and qualifications of 
the Board 
 
Relevant experience and qualification of 
Management 
 
Indigenous Compliant Investor 
 
Total  

3 
 
1 
 
 
 
2 
 
 
2 
 
2 
 
10 
 

  

Business Plan  Credibility Strategy to rehabilitate the 
enterprise  
Expansion & Marketing of  products 
 
Cash Flows credibility 
 
Total 

4 
 
4 
 
2 
 
10 
 

  

Employment assurance 
and /or new jobs planned 
 

Current Employment Assurances 
 
New Job Creation 
 
Total 

8 
 
2 
 
10 

  

 
 

 

 

Name.......................................      Signature.................... Date................................ 
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The [Line Ministry] through the Technical Committee will use its best efforts to complete 

the initial evaluation of Bids by dd/mm/yy.  

 

Criteria that may also be taken into account include
39

: 

 

a. commitment to the training and development of management and 

employees; 

b. commitment to improving productivity of the employees through various 

incentive packages; 

c. proposals for creation of additional employment by way of additional 

investment; 

 

For the purpose of comparing price Bids (but for no other purpose): 

 

a. where foreign investors are bidding, prices expressed in a currency other 

than US dollars will be converted to US dollars using the spot rate quoted in 

the London Financial Times on the date seven (7) days before the date 

referred to at 7 above; and 

b. deferred payments will be discounted back to the date of completion at the 

London Interbank Offer Rate plus 2%. 

 

Requests for clarification
40

 

 

The [Line Ministry] may request clarification of one or more of the Bidders and 

thereafter to request the Bidder or Bidders to submit their best offers, including a signed 

copy of the agreed form of sale and purchase agreement. Such best offer shall be 

irrevocable and unconditional offer and shall be valid for a period of 60 days (or some 

other period). The [Line Ministry] may if necessary do this by requesting the leading 

Bidder (or Bidders) following the evaluation of Bids to attend an interview panel
41

 in 

order to discuss their Bid (Bids) and to provide clarification. 

 

Earnest money 

 

Bidders submitting their best offer in accordance with Clause 15 shall place in an Escrow 

Account in the joint names of the Ministry and the Bidder, a sum equal to 20% of the 

total consideration to be held upon the terms set out in the escrow agreement. The key 

terms of the escrow agreement are as set out in Addendum 2. 

 

                         

39 If it intended to use these additional criteria then the intended points weighting for each of these criteria should also 

be given. 

40 This Clause is optional. In some cases it may be decided to complete the evaluation on the basis of the initial Bids 

submitted, without requesting Bidders to submit revised or best offers.  
41

 See Glossary - “Beauty Parade”. 
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SERA shall decide which Bid to accept and the Ministry shall execute the sale and 

purchase agreement in escrow and notify the successful Bidder. 

 

Legal position 

 

No representation or warranty, express or implied, is or will be made in or in relation to, 

and no responsibility or liability is or will be accepted by the Government
42

, the [Line 

Ministry], the Company or any of their respective officers, employees, agents or advisers 

in relation to the written or oral information made available to any interested party or its 

advisers in connection with the Company (including, without limitation, information in 

any advertisement, information memorandum or legal opinion or obtained at any visit by 

the Bidders to the Company). 

 

No responsibility or liability is or will be accepted by the Government
43

, the [Line 

Ministry], the Company or any of their respective officers, employees, agents or advisers 

for any loss, damage or injury suffered by any person or property during any site visit by 

a Bidder to the Company. 

 

The request for proposal, procedure and requirements, evaluation and all matters 

pertaining to the privatisation shall be subject to the laws of Zimbabwe. 

 

The language of the Bid and all communications in connection with the Bid shall be in 

English. 

 

The successful Bidder may not sell the Company or his equity in it until it has been paid 

for in full.  

 

Costs 

 

The Bidder’s costs associated with the sale will be borne by the Bidder. In the event that 

all or any of the assets and business of the Company are withdrawn from sale, the [Line 

Ministry] or its Advisers shall not be liable for any costs or expenses incurred by Bidder 

and prospective purchasers. 

 

Unsolicited Bids 

 

There will be cases where an inquiry is received from a potential investor in relation to a 

SEP that has not been identified by Cabinet for privatisation, and where the inquiry is 

considered to be serious and reasonably likely to lead to a successful restructuring  

transaction.  

                         
42

 Add here the name of the Seller e.g. trust or holding company if appropriate.  
43

 Add name of Seller here. 
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The  SEP and the Line Ministry are advised to prepare a memorandum for submission to 

the Cabinet Committee on Parastatals Development (CCPD) and the Cabinet seeking 

approval for the restructuring proposal in accordance with the process and procedures set 

out in this manual.  

 

The fact that a specific investor has shown interest neither automatically imply that 

the SEP should be restructured in the exact manner and terms specified by the 

investor, nor precludes the investor in question fortitude to be solely considered for 

that transaction, but rather competitive bidding is encouraged. 

 

RECEIPT, EVALUATION OF BIDS AND AWARD 

 

Opening the Bids 

 

Bids will be opened, at the [Line Ministry]’s headquarters, on the date specified in the Bid 

procedures. Bidders and other interested persons who wish to attend shall be permitted to 

do so. An appropriate record of the Bids opened will be prepared and signed by the Bidders 

or their representatives. 

 

Evaluation of Bids - general 

 

The Technical Committee is responsible for the evaluation of Bids working closely with 

the advisers. The committee should have an odd number of members, which must include 

one of the members of it who accepts the role of Chairman of the Evaluation Committee 

for the purpose. 

 

Where there are gaps in a Bidder’s offer or it is believed by the Technical Committee that 

improvements could be made to it, then a meeting should be called and the issues 

discussed. It is however good practice to meet all Bidders and give them an opportunity 

to present the salient features of their Bids verbally. The Bids should not be negotiated at 

this stage
44

.  

 

The Line Ministry through the Technical Committee must use its best efforts to complete 

evaluation of Bids within one calendar month from the closing date. 

 

Evaluation Criteria 

 

Evaluation criteria are selected to meet the privatisation objectives for specific SEPs, and 

analysing the objectives of each privatisation can assist in identifying the appropriate 

criteria. In the privatisation programme, the main objective is to secure a successful 
                         
44

 See alternative form of Letter to Winning Bidder – Annex C.422 
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privatisation of the SEP, and to maximise transaction value for Zimbabwe. However, 

major concerns in most evaluations are whether the potential investor has the 

management capability and financial capacity to buy, rehabilitate and manage the SEP. 

 

In the case of the SEP that is sold as a going concern, and which is expected to continue 

in operation, the transaction value may be made up of: 

 

 Cash proceeds from the transaction. 

 

 Guarantees of new investment (which may be badly needed investment) to 

develop or rehabilitate the SEP. 

 

 Debt take over by the investor of whatever proportion of the existing debt can be 

negotiated, if the SEP has accumulated debt on its balance sheet. 

 

 An assurance that there will be a future tax stream on profits from the company, 

which is attractive to the Government, and in appropriate cases, foreign exchange 

earnings. 

 

In addition, there are factors which are difficult to quantify, but which may strongly 

influence the need for a successful transaction. These may include: 

 

 Employment assurances, not necessarily in the short term if the SEP is grossly 

overstaffed, but that there is a reasonable chance of satisfactory employment with 

the company in the future. 

 Environmental protection. 

 

Assessing potential investor management ability 

 

This is easily assessed if the Bidder is an internationally or locally well known company, 

but this is often not the case. The task of preparing a Business Plan may have been 

delegated to accountants by the Board and show lack of market understanding and a 

mechanistic approach to plan preparation. It is less important for small SEPs as the banks 

will handle failure, but where sizeable numbers of jobs are at stake it is a serious issue. 

Past experience of the directors is a good guide. Bidders who talk of “bringing in experts” 

to manage the SEP should be requested to supply evidence of who those “experts” really 

are that they will actually arrive and manage the company. 

 

Assessing financial capacity 

 

A common cause of privatisations that are never completed, is the inability of the Bidder 

to raise the cash component of the consideration (which may be all of it). Few investors 
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will arrive with funds readily sourced. As wealth and its whereabouts varies greatly 

between countries it is difficult even to indicate guidelines in this assessment. The state 

of the financial market in Zimbabwe must be considered, and whether there are long-term 

lending institutions prepared to back the potential investor locally, or in its home country 

if it is a foreign investor. Banks lend typically for a maximum of 3 to 4 years and would 

look carefully at dividend prospects, which are usually low in the early years of 

privatised SEPs. 

 

Comparing consideration Bid 

 

For the purpose of comparing considerations Bid (but for no other purpose): 

 where there are international Bidders, prices expressed in a currency other than US 

dollars must be converted to US dollars using the spot rate quoted in the London 

Financial Times on the date seven days before the closing date; and  

 deferred payments will be discounted back to the date of completion of the 

privatisation at the Zimbabwe Treasury Bill rate for Zimbabwe Bidders and at the 

relevant London Interbank Offer rate for other Bids. 

 in the unlikely event of equal price Bids, preference will be given to Bids submitted 

by Zimbabweans. For this purpose, “Zimbabwean” means any citizen of 

Zimbabwe or any company, partnership, association or body, owned by citizens 

of Zimbabwe. 

 

Selecting the best Bid 

 

The Technical Committee will carry out the process up to this point of selecting the best 

Bid. The Technical Committee will submit to the Line Ministry a written analysis of the 

Bids that have been received. The evaluation report will set out the justification for the 

selection of the Bid. Where the highest Bid (in terms of transaction value) is not selected, 

the full reasons for this must be given. 

 

The Line Ministry will further submit the evaluation report to Cabinet for its approval 

through the CCPD. 

 

Rejection of Bids 

 

The Government (i.e. the evaluation team acting on its behalf) is not bound to accept any 

Bid, whether or not it represents the highest transaction value or highest cash price in 

terms of privatisation proceeds. The Government expressly reserves the right, in its sole 

and absolute discretion, to reject any and all Bids. 

 

In particular, the following Bids should be rejected: 

 



 

228 

 

 Bids received from persons who have not paid the appropriate fee or, if relevant 

returned a signed confidentiality undertaking. 

 Bids received from the SEP or any company, partnership, association or body the 

majority capital or financial interest in which is owned by the SEP. 

 Bids received after the closing date or time should be rejected. 

 Bids received from persons who canvass officials from the Line Ministry, 

Technical Committee and any agency of the Government concerning the sale of the 

relevant SEP may be rejected;   

 

Acceptance of a Bid from the SEP would lead to any SEP remaining in the public sector 

and, accordingly, will not meet the objectives of the Government’s privatisation 

programme.  

 

Price issues 

 

Payment timing 

 

Ideally, the cash component of the consideration offered for the SEP should be paid in 

full on completion of the sale and purchase. In the case of a sale of the SEP’s business 

and assets, upfront payment will provide the liquidity to satisfy the SEP’s debts, claims, 

liabilities and obligations. 

 

The Line Ministry may consider Bids involving deferred consideration. The acceptance of 

deferred consideration is likely to facilitate Zimbabwean indigenous ownership or part 

indigenous ownership, by allowing payment to be delayed until the cash flow of the SEP 

might be expected to have improved or the buyer will have the resources to fund it. 

 

The Line Ministry will not, however, except in exceptional circumstances, consider any 

Bid involving: 

 

 the payment on completion of the privatisation  (i.e. on handover) of less than 50% 

of the consideration offered or 100% of the cash component of the consideration if 

less.  

 deferred payments due after the third anniversary of completion. 

 

Deferred consideration involves the Government accepting an element of credit risk. 

Accordingly, deferred consideration should be secured by a guarantee from a bank or other 

person of sufficient financial standing. Any such guarantee must be in the form set out as 

Section EII(c) (or in such other similar form as is agreed between the Bidder, the guarantor 

and the Ministry of Finance and Economic Development). 
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The Line Ministry may consider, where such a guarantee is not available, taking security 

over the assets or, as the case may be, shares of the SEP until full payment is received. This 

should, however, be as a last resort since it may result, in the event of a buyer failing to 

make deferred payments in accordance with the agreed payment schedule, in Government 

once again becoming owner of the privatised assets. 

 

Interest 

 

Interest will be payable on deferred payments at, in the case of Zimbabweans, the relevant 

Zimbabwe Treasury bill rate and, in the case of non-Zimbabweans, the relevant London 

Interbank Offer Rate (for the currency of payment) plus 2%. 

 

Completion of evaluation 

 

The winning Bidder will be the Bidder approved by the Cabinet through the CCPD and 

notified in writing by the Line Ministry.. 

 

Within seven days after the notification of the award, the Line Ministry shall promptly 

prepare and send: 

 

 to the preferred Bidder (wherever possible by fax) a letter of intent in the form set 

out in Section EII(d) . The sample letter will need to be tailored as appropriate. 

 to each other Bidder (by post or courier) a letter in the form set out in Section EII(f). 

 

Publicity and further information 

 

The [Line Ministry] reserves the right publicly to announce the results of the Bids.  

 

Should Bidders have any questions regarding or comments on, the Bid procedure with 

regard to the Company, they should contact the [Line Ministry] on: 

 

Telephone:  

Facsimile:    

 

The first point of contact should be: 

 

The Secretary for [Line Ministry] 

 

Negotiations 

 

The letter to the winning Bidder will request that Bidder, within thirty days of its date: 
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 to pay 25% (including earnest money or such amount in accordance with the bid 

documents and the Bid Procedures.. 

 to make available a fully authorised representative for negotiation of the draft sale 

and purchase agreement and discussion of the business plan comprising part of his 

Bid for the SEP or whatever percentage of it applies. 

 

The Line Ministry may, in exceptional circumstances, allow a longer period than thirty 

days. 

 

Negotiations with a Bidder may include the consideration Bid and other aspects making up 

the transaction value, as well as the less easily quantified aspects of his offer particularly 

where: 

 

 the consideration Bid by such Bidder is partly deferred; 

 where the price is partly deferred and it is not secured by guarantee from a bank or 

other person of sufficient financial standing; or 

 the consideration Bid is less than the Government’s (and evaluation committee’s) 

expectations. 

 

Breakdown of negotiations with preferred Bidder 

 

In the event of the Line Ministry’s negotiations with a Bidder failing, or Bidder not 

complying with the requirements set out in the letter to him, the Line Ministry may 

approach the Bidder who submitted the second highest confirming Bid opened, and so on. 

 

In such event, the Line Ministry shall prepare and send to that Bidder (wherever possible 

by fax) a letter in the form set out in Section EII(g). The letter must be tailored as 

appropriate. 

Assumption of the SEP debt by the investor 

 

In the case of a sale of the SEP’s business and assets, the possibility of the new investor 

assuming and discharging pre-identified loans or other liabilities should, in appropriate 

circumstances, be raised in negotiations. 

 

The possibility of this should in particular be raised and negotiated if possible in the event 

that the winning potential investor’s Bid is less than the Line Ministry’s (and Cabinet’s) 

expectations. Consideration should be given as to whether such Bidder assuming and 

eventually discharging balance sheet debt of the privatised entity might achieve an increase 

in the transaction value. 
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Approvals 

 

As soon as practicable after the negotiating team reaches agreement with the chosen Bidder 

on the terms of the sale and purchase, they will seek formal approval of the sale.  

 

If the Line Ministry is satisfied with the terms of the transaction, a recommendation will be 

submitted to the Cabinet for approval to proceed with the sale.  

 

In the event of concerns being raised by the Cabinet: 

 

 a letter must be sent by the Line Ministry to the Bidder as soon as practicable, setting 

out those concerns in as much detail as circumstances permit; and  

 further negotiations must be held with the Bidder in an attempt to satisfy those 

concerns. 

 

The length of the approval process will depend on when agreement is reached with a 

Bidder, but usually takes about two calendar months. 

 

Within seven days after the Line Ministry’s receipt of approval to the sale from Cabinet, 

the Line Ministry shall prepare and send to the Bidder (wherever possible by fax) a letter in 

the form set out in Section EII(d). 

 

Draft sale and purchase agreement 

 

A draft sale and purchase agreement in connection with the SEP shall have been prepared 

and sent to the potential investor by the Line Ministry, using as a starting point: 

 

 where the chosen mode of privatisation is the sale of assets, the form set out as in 

Annex C. 13.  

 where the chosen mode of privatisation is the sale of shares, the form set out as in 

Annex C. 14.  

 

The Bidder must sign the agreed sale and purchase agreement within fourteen days after 

that notification. 

 

After the Bidder has signed the agreement, the line Minister or other approved 

signatory]shall sign the agreement as the Government’s agent.  

 

NOTE: These draft agreements should be carefully reviewed, tailored and amended to meet the needs of 

specific transactions. 
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ANNEX G. 1 
 

 

ADDENDUM 1: KEY PROVISION OF THE FORM OF COMFORT LETTER TO 

BE WRITTEN BY THE BIDDER’S BANK TO THE [LINE MINISTRY] 

 

Bidder company’s bank’s letterhead 

 

Dated: dd/mm/yy 

 

Secretary for [Line Ministry] 

[physical address] 

 

RE: BANK COMFORT LETTER IN RESPECT OF BID FOR [NAME OF 

COMPANY] 

 

The Bidder [full name of Bidder company] is known to us and has banked with us for [  ] 

years. We are aware of the terms of the Bid submitted by [Bidder company name] as 

Bidder for the purchase of the shares/assets of [name of Company] comprising: [details] 

and to the best of our knowledge is able to meet its obligations, including the payment of 

the cash consideration and investment sums. 

 

We also confirm that the Bidder has the moneys required to pay the cash consideration as 

defined by the sale and purchase agreement amounting to [   ] on deposit in an account at 

our bank [or financial institution] and will be able to meet its obligation in respect of the 

investment sums. 

 

 

 

 

Signed: 

Position 

Bank or financial institution name 
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ANNEX G. 2 

 
 

SUBMISSION OF BID EVALUATION  

 

PRIVATISATION OF [name of SEP]  Date [      ] 

 

1 The SEP 

 

Brief description 

 

2 The Sector 

 

Brief description 

 

3 Valuation 

 

Value indicated by valuers  

 

4 Bid received from (Bid 1) 

 

Bidder’s qualifications and capability 

 

Summary of Bidder’s business plan 

 

Bidder’s Bid transaction value in terms of: 

 

 Cash and /or cash equivalent (other instruments etc.) 

 

 Terms of payment of cash (or similar). 

 

 PE debt take-over. 

 

 Guaranteed new investment (with time schedule for this). 

 

Other characteristics of the Bid, in terms of e.g.: 

 

 Potential future tax stream and foreign exchange earnings. 

 

 Employment assurances and/or new jobs planned. 

 

 Environmental issues.  
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5 Bid received from (Bid 2) 

 

 analysis as Bid 1 

 

6 Bid received from (Bid 3) etc. 

 

7 Evaluation of Bids 

 

Evaluation by the Technical Committee staff of the above Bids received. 

 

8 Recommendation by the Technical Committee  

 

This includes the rationale for selection of the preferred bidder, and the reasons for 

the recommendation. 
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ANNEX G.3 

 

GUARANTEE FROM BANK 

 

NOTE 1: This sample form of bank guarantee draft is included for illustrative 

purposes only. It should NOT under any circumstances be used in this 

indicative form in connection with any actual transaction. Advice must be 

sought from a registered Legal Practitioner in Zimbabwe on the correct 

format, wording and content of such a bank guarantee.  

 

NOTE 2:  This sample assumes the bank in this case is an Zimbabwe bank. A foreign 

bank will provide a similar bank guarantee if appropriate. 

  

Dated: dd/mm/yy 

 

BETWEEN: 

 

 The [name of bank], a bank licensed under the Banking Act with headquarters at 

.................... , Zimbabwe (“the Bank”); and 

 

 [          ] (the “Buyer”) 

 

PRELIMINARY 

 

A. The Bank has the right, power and authority to issue a guarantee to the Buyer 

specifically to assist the Buyer with the acquisition of [name of the SEP]. 

 

B. The Bank has agreed to provide a guarantee to the Buyer on the terms set out below. 

 

OPERATIVE PROVISIONS 

 

Definitions and interpretation 

  

1. In this Guarantee unless inconsistent with the context or otherwise specified. 

 

2.1 The following expressions have the following meanings: 

 

(a) “this Guarantee” means this guarantee (and attached schedule), as varied 

from time to time pursuant to its terms; 

(b) “SEP” mean the [name of the SEP], brief particulars of which are set out in 

the attached schedule; 

(d) “Government” means The Government of Zimbabwe; 



 

236 

 

(e) “Law” means the Laws of Zimbabwe  

(f) “Parties” means the parties to this Guarantee; and “Party” means either one 

of them; 

(g) “Working Day” means any week day (except Saturdays, Sundays and public 

holidays in Zimbabwe) 

 

2.2 The following interpretations will apply: 

 

(a) references to clauses and the schedule are to clause of and the schedule to 

this Guarantee; 

(b) words importing gender include each gender; 

(c) reference to persons include bodies corporate, firms and unincorporated 

associations; 

(d) the singular includes the plural and vice versa; 

(e) clause headings are included for the convenience of the Parties only and do 

not affect its interpretation, and 

(f) the expression “Obligations” has the meaning given to it in clause 2. 

 

3. Guarantee 

 

 The Guarantor unconditionally and irrevocably: 

 

7.1 Guarantees to discharge on demand by [                ] payment of all sums payable by, 

the discharge of all liabilities of and the performance and observance of all 

obligations of the Buyer under [              ] (such payment obligations, liabilities and 

obligations being called the “Obligations”); and 

 

7.2.1 Undertakes with [              ] to perform on demand by [            ] such of the 

Obligations as are not obligations to pay money as if it were the primary obligor in 

respect of them and agrees with [                 ] that any item or amount claimed by [               

] to be included in the Obligations being an obligation to pay money which is not 

recoverable from the Guarantor under this Deed on the basis of a guarantee shall 

nevertheless be recoverable from the Guarantor as principal debtor by way of 

indemnity and the Guarantor agrees to discharge that liability on demand. 

 

8 Continuing security 

  

This Deed is a continuing security and shall remain in full force and effect until all 

of the Obligations have been discharged and performed in full. 
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9 Claims 

 

[                  ] need not make a demand of or proceed against the Buyer before 

making demand upon the Guarantor in respect of any of the Obligations. 

 

10 Preservation of the guarantor’s liability 

 

[                   ] may without the consent of or giving notice to the Guarantor and 

without releasing or reducing the Guarantor’s liability to [                  ] under this 

Deed: 

 

a) allow the Buyer or any other person any time or indulgence; 

b) enter into, renew, vary or end any agreement or arrangement with or liability 

of the Buyer or any other person; 

c) renew, vary, refrain from enforcing or release any present or future security 

or guarantee or indemnity which [               ] holds from the Buyer or any 

other person. 

d) compound with the Buyer or any other person; or 

e) do or omit any other act or thing that would or might, but for this clause, 

operate to release or reduce the Guarantor’s liability under this Deed. 

 

11 Protection of the vendor’s rights 

 

11.1 Until all claims of [                 ] in respect of the Obligations have been discharged in 

full the Guarantor shall not: 

 

(a) be entitled to participate in any security held by [            ] or money received 

by [             ] in respect of the Obligations; 

(b) in completion with or in priority to [                 ] make any claim against the 

Buyer; or 

(c) make any claim in the bankruptcy or liquidation of the Buyer or take or 

enforce any security from or against the Buyer. 

 

11.2 any security taken by the Guarantor from the Buyer shall be held by the Guarantor in 

trust for [              ] as security for the Guarantor’s liability to [           ] under this 

Deed. 

 

11.3 [           ] may in its discretion appropriate any payments received by it in respect of 

the Obligations in reduction of any part of the Obligations. 

 

11.4  this Deed is in addition to any other guarantee or security, present or future, held by 

[    ] in respect of the Obligations or any of them, and shall not merge with or 
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prejudice such other guarantee or security, or any contractual or legal rights of [          

]. 

 

11.5 this Deed shall not be affected by failure of [          ] to take any security or by any 

guarantee or security held by the [            ] or any intended guarantee or security in 

respect of any of the obligations being void or unenforceable or not being completed 

or perfected. 

 

11.6 the Guarantor shall remain liable under this Deed notwithstanding any settlement 

between [        ] and the Buyer or any release given by [           ] to the Guarantor or 

the Buyer until any security given or payment made to [              ] by the Buyer or 

any other person cannot be avoided or reduced, under the law relating to insolvency 

or liquidation from time to time in force, and [      ] shall be entitled to retain any 

security held by it for the Guarantor’s liability until it is satisfied that it will not have 

to make any repayment under such law. 

 

12 Payments to be made without deduction 

 

 If any sum payable by the Guarantor under this Deed is liable to be reduced by any 

form of taxation then such further amount shall be paid to [          ] so as to ensure 

that the net amount resulting is equal to the amount due under clause 2. 

 

13 Expenses 

 

The Guarantor agrees to pay all expenses on a full indemnity basis incurred by  

[        ] in connection with the enforcement or exercise of any power under this Deed. 

 

14 Governing law 

 

This Deed shall be construed and take effect in all respects in accordance with the 

Laws of Zimbabwe. 

 

This Deed has been signed and delivered on the date first stated above. 

 

 

Signed by the Guarantor ................................................................................................... 

 

 

Signed by the:  ..................................................................................................................... 

(on behalf of the Ministry of [   ], of Zimbabwe)   
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ANNEX G. 4 

 

LETTER TO WINNING BIDDER (LETTER OF INTENT) 

 

[Letterhead of line Ministry] 

 

Our Ref:  [       ]       dd/mm/yy 

 

[Name and address of winning Bidder]                                           

 

Dear [       ] 

 

RE: PROPOSED PRIVATISATION OF [NAME OF SEP] 

 

1. Thank you for submitting a Bid for the acquisition of the (assets of/shares in) (    ), 

We have now completed the evaluation of all the Bids received. 

 

2. We are pleased to advise that you submitted the winning Bid. 

 

3. Accordingly, in terms of the Bid procedures, you are required, within thirty days of 

the date of this letter; 

 

a) to pay such sum as together with your earnest money equals 25% of your 

Bid; and 

 

b) to make available a fully authorised representative for negotiation of the 

draft sale and purchase agreement and discussion of the business plan 

comprising part of your Bid. 

 

4. For the purpose of the negotiations, we propose a meeting, at our headquarters, at 

[    ] a.m/p.m. on dd/mm/yy subject to our having received the above payment 

beforehand. 

 

5. We would appreciate your confirming receipt of this letter and agreement with the 

arrangements indicated above 

 

Yours sincerely, 

 

 

Secretary for [line Ministry] 
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ANNEX G. 5 

 

LETTER TO WINNING BIDDER (LETTER OF INTENT) – IF 

MODIFICATIONS TO THE BID ARE TO BE REQUESTED 

 

Ref:   ........................       dd/mm/yy 

 

[Name and address of winning bidder]                                           

 

Dear Sir 

 

RE: PROPOSED PRIVATISATION OF [NAME OF COMPANY] 

 

1. Thank you for submitting a bid for the acquisition of the shares in [name of 

company]. We have now completed the preliminary evaluation of all the bids 

received. 

 

2. We are pleased to advise that you submitted a bid that is of particular interest to us. 

However there are some points that we believe could be improved. We therefore 

invite you to make modifications to your bid in respect of the following points: 

[tabulate points, e.g. a, b, c, d, etc.] 

 

4. Accordingly, in terms of the bid procedures, you are required, within ……working 

days of the date of this letter; 

 to resubmit to us your bid in “best and final” form.  

 to submit to us your earnest money in the value equal to 25% of the your bid 

consideration and 

 

5. Please arrange to make available a fully authorised representative for negotiation of 

the draft sale and purchase agreement and discussion of the business plan 

comprising part of your bid. We will inform you later of the date and time of that 

meeting 

 

6. We would appreciate your confirming receipt of this letter and agreement with the 

arrangements indicated above 

 

Yours sincerely, 

 

 

Secretary for [line Ministry] 
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ANNEX G. 6 

 

 LETTER TO LOOSING BIDDERS 

 

(Letterhead of the line Ministry) 

 

Our Ref:          dd/mm/yy 

 

Dear [         ][Name and address of losing Bidder]                                                

 

RE: PROPOSED PRIVATISATION OF (NAME OF THE SEP) 

 

1. Thank you for submitting a Bid for the acquisition of the [assets of/share in].  We 

have now completed the evaluation of all the Bids received. 

 

2. We are very sorry to have to advise you that you did not submit the winning Bid 

and, accordingly we are in the process of starting negotiations with another party. 

 

3. In the event of our negotiations with that party failing or that party not complying 

with the relevant requirements set out in the Bid procedures, we may approach the 

Bidder who submitted the next highest conforming Bid opened, and so on. 

 

Yours sincerely, 

 

 

 

 

Secretary for [line Ministry] 
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ANNEX G.7 

 

LETTER TO SECOND HIGHEST BIDDER 

 

Our Ref:          dd/mm/yy 

 

[Name and address of Bidder]                                           

 

Dear [       ] 

 

RE: PROPOSED PRIVATISATION OF [NAME OF THE SEP] 

 

1. We refer to our letter to you dated [          ]. 

 

2. Our negotiations with the Bidder [or Bidders] who submitted better Bids than you 

have failed [or such Bidder or Bidders have not complied with the relevant 

requirements set out in the Bid procedures add or delete wording as appropriate]. 

 

3. Accordingly, in terms of the Bid procedures, you are required, within thirty days of 

the date of this letter: 

 

a) to pay 25% (which includes your earnest money) of your Bid consideration; 

and 

b) to make available a fully authorised representative for negotiation of the 

draft sale and purchase agreement and discussion of the business plan 

comprising part of your qualification Statement. 

 

4. For the purpose of the negotiations, we propose a meeting, at our headquarters, at [ ] 

am/p.m. on dd/mm/yy, subject to us having received the payment before that time. 

 

5. We would appreciate your confirming receipt of this letter and agreement with the 

arrangements indicated above. 

 

Yours sincerely, 

 

 

 

 

Secretary for [line Ministry] 
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ANNEX G. 8 

 

 LETTER NOTIFYING APPROVAL 

 

[Letterhead of the line Ministry] 

 

Our Ref: ......................................      dd/mm/yy 

 

[Name and address of winning Bidder]                                          

 

Dear [       ] 

 

RE: PROPOSED PRIVATISATION OF [NAME OF THE SEP] 

 

1. We are pleased to advise that you that we have now received approval to the sale 

from the Government. 

 

2. Accordingly, you should sign the agreed sale and purchase agreement within a 

reasonable time after this notification. For that purpose, would you please contact 

me as soon as possible. 

 

Yours sincerely, 

 

 

 

 

 

Secretary for [line Ministry] 
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ANNEX G. 9 

  

VALUATION V. PRICE – NEGOTIATING POSITIONS & RANGE 

 

 

                  Valuations    

(by V = Vendor, I = Investor) 

 

               Vendor (V)    High (probably “opening offer”)  

 

    V1 

 

  V2 

           

                   Investor (I) 

            High 

  I1             “Walk-away” 

  

V3 

   

 

  I2                    Negotiating   

        Range 

   

  V4    Vendor 

   

       Low 

  I3              “Walk-away” 

  I4          

   

 

Investor    Low (probably “opening bid) 

 

Explanation: 

This diagram is a simplification of the concept of valuation of the SEP and its 

relationship to price. The Vendor’s valuations (V1 to V4) shown above could have 

been made using different valuation methods, and/or different valuers. Similarly the 

Investor’s valuations (I1 to I4) could also have been made on his behalf using different 

valuation methods or could have been made by different (qualified and professional) 

corporate valuers. Different valuation methods and different valuers will invariably 

produce different valuations for the SEP even though these will be carried out using 

internationally professionally accepted methods, as used in corporate finance 
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“Mergers & Acquisitions” work. Often these valuations will vary widely. As stressed 

in the text, valuation is a theoretical concept, and there is no such thing as a “correct” 

valuation for the SEP. 

 

The range of values for the vendor and investor are illustrated on the right of the 

diagram. Where they overlap is likely to be the negotiating range. Also shown are the 

“walk-away” high price for the investor and the “walk-away” low for the vendor i.e. 

the government in the case of a privatisation.  

 

The final “price” or preferably the “consideration” will fall within the negotiating 

range, with that agreed upon depending on the relative negotiating skills of the two 

parties to the transaction. 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

  


