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CHAIRMAN’S STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2014

Foreword

It is with great honour that I present the National Railways of

Zimbabwe financial and operating results for the year ended 31

December 2014. The results reflect a slight improvement in both

the tonnages moved and gross profitability as compared to 2013

although the organization realized an overall loss position.

Recapitalization of the entity remains the key driver to the

turnaround of NRZ.

The national economy recorded a growth of 3.7%, and despite this positive growth, industry

continued to face challenges such as inadequate working capital, unavailability of lines of credit,

power outages, competition and intermittent plant and machinery breakdowns resulting in less

“rail friendly” business opportunities. Although the year closed with a low inflation rate of -0.8%,

the liquidity crunch continued to subdue demand for bulk transport. Faced with company closures

and low industry capacity utilization, focus was shifted in favour of international traffic towards

the end of the year, as a survival strategy.

Operating Environment

On the international front, export traffic business was adversely affected by the continuing Euro

Zone crisis and the reduction in global prices for commodities such as ferrochrome, granite and

coal. However, international traffic remains a great opportunity for business owing to the

geographical position of Zimbabwe.

The Railways recorded a very marginal increase in tonnages during the year from 3.7 million

tonnages in 2013 to 3.8 million tonnages in 2014, representing a 3% increase. This slight increase

was attributable to some marginal growth in both local and import traffic mainly in the fuel

industry. The performance of intercity train services declined, as expected, by 48% from 2013 due

to a deliberate and strategic decision to curtail passenger services in favour of the more profitable 

rail freight business. 

Available rolling stock, mainly locomotives and wagons were barely sufficient, in numbers, to

move the availed business aggravated by continued reliability challenges primarily occasioned by

age and maintenance backlog. The Government, on the other end, was not able to release the

traditional Public Sector Investment Programme (PSIP) funds for infrastructure maintenance.

Notwithstanding the financial and economic challenges, the Railways continued to implement its

limited infrastructure maintenance program in order to sustain current levels of business. This

included re-railing of 13km of railway track on the Harare-Mutare mainline, 13 km on the

Bulawayo-Victoria Falls mainline and 21 km on the Nandi-Mkwasine branch line. These initiates

enabled us to improve on transit times and overall service delivery to our customers.

Operating Performance

Eng. A. Mabena
Chairman, NRZ board
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Profitability

Liquidity

         Audit, Risk and Compliance

         Human Resources

Corporate Governance

Financial Performance

The Railways posted a loss of USD31,6 million, in 2014, (down from USD49,1 million in 2013),

representing a 36% improvement in gross profitability. This improvement in profitability was

mainly due to a 6% increase in revenue and 38% reduction in administration and general

expenses. Income from the low business volumes availed by the market could not match the

Railways’ traditional expenditure appetite which is largely fixed in nature, hence the loss for the

year. Going forward and in line with the planned railway restructuring program, the Railways will

embark on major structural reforms and responsive business models that will break from the past

traditions. 

The Railways continued to experience liquidity challenges as evidenced by the negative working

capital position and the inability to fund critical resource requirements such as operational costs,

rehabilitation of locomotives and wagons as well as statutory obligations.

The NRZ is led by a Board appointed in terms of the provisions of the Railways Act Chapter

13:09 on 11 June 2014 and is currently made up of six independent non-executive directors, one

non-executive director and one executive director.

The Board views corporate governance as critical in enhancing the performance of the NRZ and is 

committed to compliance with corporate governance best practice, the Railways’ constitutive and

regulatory instruments including, The Railways Act, The Public Finance Management Act and

The Corporate Governance Framework for State Enterprises and Parastatals.

In order to enhance the effectiveness of the Board by utilizing the special skills of Board

members, the Board has established the following Committees with clearly set terms of reference

and appointed members thereof on the strength of their skills and core competencies;

         Technical, Operations and Marketing

         Finance and Budget
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Full TOM F & B ARC HR

Board Comte Comte Comte Comte

A Mabena 5/5 *3/3 *3/3 NA NA

D Chiweza 5/5 NA 3/3 NA 2/2

C Kanjoma 5/5 3/3 NA 2/2 NA

N Ndlovu 5/5 3/3 3/3 NA NA

J Mashika 5/5 NA 3/3 NA 2/2

E P Makarimayi 5/5 3/3 NA 2/2 NA

A Karonga 5/5 NA NA 2/2 2/2

L A Mukwada 5/5 3/3 3/3 2/2 2/2

Key

TOM      -   Technical, Operations and Marketing Committee

F & B   -   Finance and Budget Committee

ARC      -   Audit, Risk and Compliance Committee

HR        -   Human Resources Committee

*Ex Officio

The meetings of the Board and its Committess were held regularly consistent with the Board’s

annual calendar as shown in the table below.

         Approves the strategic direction of the Railways.

         Ensures prudent, effective and efficient utilisation of the Railways’ resources to achieve its     

strategic objectives.

The Board is alive to its role of objective oversight and guidance and, in that regard;

         Hires qualified and experienced senior executive management reviews their performance and 

ensures there is succession planning.

         Monitors the Railways’ risk management processes for adequacy and suitability and also 

monitors and ensures compliance with all governing and other instruments.
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Outlook

Appreciation

Eng. A. Mabena

CHAIRMAN, NRZ

BOARD

I would like to express my appreciation to the Ministry of Transport and Infrastructural

Development and other government arms for the guidance and support given during the year.

I would also like to thank all our customers and suppliers for the business support, understanding 

sometimes in very difficult times, and cordial relationship that existed throughout the year. 

Lastly, I would like to extend my appreciation to my colleagues on the board, senior management

and all our staff, without which the Railways could not survive, for their continued dedication to

duty exhibited throughout the year despite the Railways’ financial and economic challenges. 

We see all good reason to remain positive as an organisation.

The future of NRZ is entirely dependent on the realization of the current efforts to identify a

suitable financing partner in the recapitalization of the Railways and, in this regard, I am

convinced that Government, through the Ministry of Transport and Infrastructural Development is

speedily attending to this very urgent matter. We remain positive that NRZ is soon to take its

rightful place and commanding market position as a catalyst in the development of the country

and the entire region. The strategic country position in the region, highly skilled railway

workforce and a potential economic giant largely dependent on rail transport, all provide the

critical ingredients of NRZ soon attaining a world class transport system.   
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.............…………..........…..... .............…………..........…....

Eng. A. Mabena Eng. L. A. Mukwada

Board Chairman Acting General Manager

The Railways’ financial statements which are set out on pages 4 to 37 were, in accordance with

their responsibilities, approved by the Directors on ............................. 2015 and are signed on its

behalf by:

Directors’ responsibility and approval of financial statements for the year ended 31 December

2014

To the members of National Railways of Zimbabwe

It is the Directors’ responsibility to ensure that the financial statements fairly present the state of

affairs of the Railways. The external auditors are responsible for independently reviewing and

reporting on the financial statements.

The Directors have assessed the ability of the Railways to continue operating as a going concern

and believe that the preparation of these financial statements on a going concern basis is still

appropriate. However, the Directors believe that under the current economic environment a

continuous assessment of the ability of the Railways to continue to operate as a going concern will

need to be performed to determine the continued appropriateness of the going concern assumption

that has been applied in the preparation of these financial statements.

The financial statements set out in this report have been prepared by management in accordance

with International Financial Reporting Standards. They are based on appropriate accounting policies

which are supported by reasonable and prudent judgements and estimates. The owners of the

Railways have the power to amend the financial statements after the date of issue if applicable. 

The Railways’ internal controls are designed to provide reasonable assurance as to the integrity and

reliability of the financial statements and to adequately safeguard, verify and maintain

accountability of its assets. Such controls are based on established written policies and procedures

which are monitored throughout the Railways and all employees are required to maintain the

highest ethical standards in ensuring that the Railways’ practices are conducted in a manner which

in all reasonable circumstances is above reproach. Issues that come to the attention of the Directors

have been addressed and the Directors confirm that the functioning of these controls, systems and

procedures is satisfactory.
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Auditors’ report

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements. The procedures selected depend on the auditor’s judgement, including the

assessment of the risks of material misstatement of the financial statements, whether due to fraud or

error. In making those risk assessments, the auditor considers internal controls relevant to the entity’s

preparation and fair presentation of the financial statements in order to design audit procedures that

are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the Railways’ internal controls. 

To the members of National Railways of Zimbabwe 

We have audited the accompanying annual financial statements of National Railways of Zimbabwe

set out on pages 4 to 37, which comprise the statement of financial position as at 31 December 2014,

the statement of profit or loss and other comprehensive income, statement of changes in reserves and

statement of cash flows for the year then ended and a summary of significant accounting policies and

other explanatory notes. 

Directors’ responsibility for the Financial Statements

The Directors are responsible for the preparation and fair presentation of these financial statements in

accordance with International Financial Reporting Standards and in the manner required by the

Railways Act (Chapter 13:09) and the Public Finance Management Act (Chapter 22:19). This

responsibility includes: designing, implementing and maintaining internal control relevant to the

preparation and fair presentation of financial statements that are free from material misstatement,

whether due to fraud or error; selecting and applying appropriate accounting policies; and making

accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We

conducted our audit in accordance with International Standards on Auditing. Those standards require

that we comply with ethical requirements and plan and perform the audit to obtain reasonable

assurance whether the financial statements are free from material misstatement.
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Opinion

HARARE

Report on legal and other regulatory requirements

In our opinion, the Railways’ financial statements have been properly prepared, in all material

respects, in accordance with the accounting policies and comply with the disclosure requirements of

the Railways Act (Chapter 13:09) and the Public Finance Management Act (Chapter 22:19).

Grant Thornton

Chartered Accountants (Zimbabwe)

Registered Public Auditors                ...................................... 2015

An audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of accounting estimates made by management, as well as evaluating the overall

presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis

for our audit opinion.

In our opinion, the financial statements present fairly, in all material respects, the financial position

of National Railways of Zimbabwe as at 31 December 2014, and its financial performance and cash

flows for the year then ended in accordance with International Financial Reporting Standards.

Emphasis of matter

Without qualifying our opinion, we draw your attention to the fact that National Railways of

Zimbabwe is in a net current liability position of USD 131 131 446 (2013: USD 108 763 065). The

Railways also incurred a net loss of USD 31 607 218 (2013: USD 49 103 769) contributing to a

cumulative loss of USD 235 544 295. This cumulative loss and net current liability position, along

with other matters as set forth in Note 27 indicate the existence of a material uncertainty that may

cast significant doubt over the Railways’ ability to continue as a going concern.
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Statement of profit or loss and other comprehensive income

for the year ended 31 December 2014

2014 2013

Notes USD USD

Revenue 2 91 231 741 86 275 434

Cost of sales (103 064 756) (99 992 002)

Gross loss (11 833 015) (13 716 568)

Other income 3 13 719 015 14 687 705

Share of profit from joint venture 8  139 527  92 410

Administration expenses (38 213 955) (61 374 555)

Operating loss (36 188 428) (60 311 008)

Finance costs 4 (5 886 158) (1 693 004)

Loss before taxation 5 (42 074 586) (62 004 012)

Taxation 6 10 467 368 12 900 243

LOSS FOR THE YEAR (31 607 218) (49 103 769)

Other comprehensive income:

Other comprehensive income for the year, net of tax - -

TOTAL COMPREHENSIVE LOSS FOR THE YEAR (31 607 218) (49 103 769)
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Statement of financial position

as at 31 December 2014

2014 2013

Notes USD USD

ASSETS

Non-current assets

Property, plant and equipment 7 506 396 853 526 317 144

Investment in joint venture 8 12 942 895 12 803 368

Investments 9 9 875 106 9 875 106

Intangible asset 10  668 914 -

Investment properties 11 1 917 158  813 114

531 800 926 549 808 732

Current assets

Non-current assets held for sale 12  361 855  361 855

Inventories 13 64 121 263 62 402 890

Trade and other receivables 14 50 865 825 56 769 266

Related party receivables 15.1  264 173  142 338

Cash and cash equivalents 16  647 853  342 753

116 260 969 120 019 102

Total assets 648 061 895 669 827 834

RESERVES AND LIABILITIES

Reserves

Accumulated loss (235 544 295) (203 937 077)

Non-distributable reserve 529 985 148 529 985 148

294 440 853 326 048 071

Non-current liabilities

Loans and borrowings 17 28 462 997 26 764 598

Deferred tax 18 77 765 630 88 232 998

106 228 627 114 997 596

Current liabilities

Loans and borrowings 17 47 494 763 51 405 734

Trade and other payables 19 194 891 833 172 206 313

Related party payables 15.2  831 912 1 846 464

Bank overdraft 20 4 173 907 3 323 656

247 392 415 228 782 167

Total equity and liabilities 648 061 895 669 827 834

…………………………………………........... ………………………………………….........

Eng. A. Mabena Eng. L. A. Mukwada

Board Chairman Acting General Manager
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Statement of changes in reserves

for the year ended 31 December 2014

Non-

Accumulated distributable

loss reserve Total

USD USD USD

Balance at 1 January 2013 (154 833 308) 533 497 749 378 664 441

Impairment loss - (4 730 776) (4 730 776)

.

Deferred tax on impairment loss - 1 218 175 1 218 175

Total comprehensive loss for the year (49 103 769) - (49 103 769)

Balance at 31 December 2013 (203 937 077) 529 985 148 326 048 071

Balance at 1 January 2014 (203 937 077) 529 985 148 326 048 071

Total comprehensive loss for the year (31 607 218) - (31 607 218)

Balance at 31 December 2014 (235 544 295) 529 985 148 294 440 853
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Statement of cash flows 

for the year ended 31 December 2014

2014 2013

Notes USD USD

Cash flows from operating activities

Loss before tax (42 074 586) (62 004 012)

Adjustments for:

Depreciation of property, plant and equipment 7 17 386 300 18 386 116

Amortisation of intangible asset 10  60 810 -

Depreciation of investment property 11  56 387  23 230

Loss on disposal of property, plant and equipment 1 415 729 -

Unrealised (gains)/losses (1 360 033)  648 061

Share of profit from joint venture (139 527) (92 410)

Finance costs 5 886 158 1 693 004

Operating cash flow before changes in working capital (18 768 762) (41 346 011)

(Increase)/decrease in inventories (1 718 373) 1 702 698

Decrease/(increase) in trade and other receivables 5 903 441 (5 599 269)

(Increase)/decrease in related party receivables (121 835) 1 523 299

Increase in trade and other payables 23 085 948 38 520 926

Increase in related party payables (1 014 552) (13 913 116)

Net cash flows generated from/(utilised in) operating activities 7 365 867 (19 111 473)

Cash flows from investing activities

Proceeds from sale of property, plant and equipment  18 354 -

Acquisition of property, plant and equipment (60 523) (2 642 216)

Acquisition of intangible asset (729 724) -

Dividend received -  900 000

Net cash flows utilised in investing activities (771 893) (1 742 216)

Cash flows from financing activities

(Repayment)/acquisition of loans and borrowings (1 252 967) 25 632 195

Finance costs (5 886 158) (1 693 004)

Net cash flows (utilised in)/generated from financing activities (7 139 125) 23 939 191

(Decrease)/increase in cash and cash equivalents (545 151) 3 085 502

Cash and cash equivalents at the beginning of the year (2 980 903) (6 066 405)

Cash and cash equivalents at the end of the year 16 (3 526 054) (2 980 903)
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Statement of accounting policies

for the year ended 31 December 2014

General Information

Currency

1 ACCOUNTING POLICIES

Basis of preparation

Statement of compliance

1.1 Interest in a joint venture

1.2 Revenue recognition

Other income earned by the entity is recognised on the following basis:-

- Real estate income - recognised on accrual basis.

- Dividend income - recognised when the dividend is declared.

- Other income - recognised on accrual basis.

The National Railways of Zimbabwe (Railways) is a designated corporate body operating in terms of the

Railways Act (Chapter 13:09). Railways is the prime mover of local, import/export and transit traffic carrying

freight and passengers by rail.

The financial statements are expressed in United States dollars which is both the functional and presentation

currency.

The principal accounting policies adopted in the preparation of the financial statements are set out below.

The policies have been consistently applied to all the years presented, unless otherwise stated.

The financial statements have been prepared in accordance with International Financial Reporting

Standards, (IFRSs) and the International Financial Reporting Interpretations Committee, (IFRIC)

interpretations. The financial statements are based on statutory records that are maintained under the historic

cost convention.

The entity recognises its interest in the joint venture using the equity method. Under the equity

method, the investment in the joint venture is carried in the statement of financial position at cost plus

post-acquisition changes in its share of net assets of the joint venture. After application of the equity

method, the entity determines whether it is necessary to recognise any additional impairment loss with 

respect to net investment in the joint venture.  

Rail service revenue comprising freight and coaching services forms the main revenue component of

the entity. Rail service revenue is recognised in the statement of profit or loss and other

comprehensive income when the service is rendered.

- Interest income - as it accrues, taking into account the effective yield of the underlying

monetary asset.
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Statement of accounting policies

for the year ended 31 December 2014 (continued)

1.3 Property, plant and equipment

Subsequent costs

Depreciation

The estimated useful lives for the current and comparative periods are as follows:

Buildings                                                                                                                                30-70 years     30-70 years

Rolling stock                                                                                                                               40 years             40 years

Steam and electric locomotives                                                                                                    30 years            30 years

Diesel locomotives                                                                                                                       20 years              20 years

Refurbished steam locomotives                                                                                                    12 years           12 years

Plant machinery and equipment                                                                                                 5-20 years          5-20 years

Tarpaulins                                                                                                                                    7 years                 7 years

PTC electrical immunisation                                                                                                         10 years             10 years

Permanent way                                                                                                                     40-120 years40-120 years

Electrification                                                                                                                          5-20 years5-20 years

Roads and lighting                                                                                                                       70 years70 years

Land and capital work-in-progress are not depreciated.

Items of property, plant and equipment are carried at deemed cost as at 1 January 2009 and additions

thereafter at cost, less accumulated depreciation and accumulated impairment.

Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-

constructed assets includes the cost of materials and direct labour, any other costs directly attributable

to bringing the assets into a working condition for their intended use, the costs of dismantling and

removing the items and restoring the site on which they are located and capitalised borrowing costs.

Purchased software that is integral to the functionality of the related equipment is capitalised as part

of that equipment.

The gain or loss on disposal of property, plant and equipment is determined by comparing the

proceeds from disposal with the carrying amount of the property, plant and equipment and are

recognised net within other income in profit or loss.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying

amount of the item if it is probable that the future economic benefits embodied within the part will

flow to the entity and its cost can be measured reliably. The carrying amount of the replaced part is

derecognised. The costs of the day-to-day servicing of property, plant and equipment are recognised

in profit or loss as incurred.

Depreciation is recognised in profit or loss on a straight line basis over the estimated useful lives of

each part of an item of property, plant and equipment since this most closely reflects the expected

pattern of consumption for the future economic benefits embodied in the asset.
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Statement of accounting policies

for the year ended 31 December 2014 (continued)

1.3 Property, plant and equipment (continued)

1.4 Impairment of assets

1.5 Inventories

An item of property, plant and equipment is de-recognised upon disposal or when no future economic

benefits are expected from its use. Any gain or loss arising on de-recognition of the asset (calculated

as the difference between the net disposal proceeds and the carrying amount of the asset) is included

in the statement of comprehensive income in the year the asset is derecognised.

The Railways assesses at each reporting date whether there is an indication that an asset may be

impaired. If any such indication exists, or when annual impairment testing for an asset is required, the

entity makes an estimate of the asset's recoverable amount. An asset's recoverable amount is the

higher of an asset's or cash generating unit's fair value less costs to sell and its value in use and is

determined for an individual asset, unless the asset does not generate cash inflows that are largely

independent of those from other assets. 

An assessment is made at each reporting date as to whether there is any indication that previously

recognised impairment losses may no longer exist or may have decreased. If such indication exists,

the recoverable amount is estimated. A previously recognised impairment loss is reversed only if

there has been a change in the estimates used to determine the asset's recoverable amount since the

last impairment loss was recognised. If that is the case, the carrying amount of the asset is increased

to its recoverable amount. That increased amount cannot exceed the carrying amount that would have

been determined, net of depreciation, had an impairment loss not been recognised for the asset in

prior years. Such reversal is recognised in the statement of comprehensive income unless the asset is

carried at a revalued amount, in which case the reversal is treated as a revaluation increase. After

such reversal, the depreciation charge is adjusted in future periods to allocate the asset's revised

carrying amount less any residual value, on a systematic basis over its remaining useful life.

Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered

impaired and written down to its recoverable amount. In assessing value in use, the estimated future

cash flows are discounted to their present value using a pre-tax discount rate that reflects current

market assessments of the time value of money and the risks specific to the asset. Impairment losses

of continuing operations are recognised in the statement of comprehensive income in those expense

categories consistent with the function of the impaired asset.

Inventories are stated at the lower of cost and net realisable value, after making allowance for

obsolete inventories. The cost of inventories is determined on the weighted average basis.

Work-in-progress is valued at cost of production, including an appropriate proportion of production

overheads.
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Statement of accounting policies

for the year ended 31 December 2014 (continued)

1.5 Inventories (continued)

1.6 Taxation

Income tax on surplus or deficit for the period comprises current and deferred tax. Deferred tax is

recognised in the statement of comprehensive income except to the extent that it relates to items

recognised directly to equity, in which case it is recognised in the statement of changes in equity.

Cost comprises direct materials and, where applicable, direct labour costs and those overheads that

have been incurred in bringing the inventories to their present location and condition. Net realisable

value represents the estimated selling price less all estimated costs to completion and costs to be

incurred in related marketing, selling and distribution activities.

Current tax is the expected tax payable on the taxable income for the year, using rates enacted or

substantially enacted at the statement of financial position date, and any adjustments to tax payable in

respect of previous years. 

Deferred income tax is provided using the liability method on temporary differences at the statement

of financial position date between the tax bases of assets and liabilities and their carrying amounts for

financial reporting purposes. 

Deferred tax liabilities are recognised for all taxable temporary differences except: Where the

deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a

transaction that is not a business combination and at the time of the transaction affects neither the

accounting profit nor taxable profit or loss; and in respect of taxable temporary differences associated

with investments in subsidiaries, associates and interests in joint ventures where the timing of the

reversal of the temporary differences can be controlled and it is probable that reversal of the temporal

differences can be controlled and it is probable that the temporary differences will not reverse in the

foreseeable future.

The carrying amount of deferred income tax assets at each statement of financial position date are

reduced to the extent that it is no longer probable that sufficient taxable profit will be available to

allow all or part of the deferred income tax asset to be utilised. 

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of

unused tax credits and unused tax losses to the extent that it is probable that taxable profit will be

available against which the deductible temporary differences and the carry forward of unused tax

credits and unused tax losses can be utilized except: “where the deferred income tax asset relating to

the deductible temporary difference arises from the initial recognition of an asset or liability in a

transaction that is not a business combination and at the time of the transaction affects neither the

accounting profit nor taxable profit or loss; and in respect of deductible temporary differences

associated with investments in subsidiaries, associates and interests in joint ventures. Deferred tax

assets are recognised only to the extent that it is probable that the temporary difference will reverse in

the foreseeable future and taxable profit will be available against which the temporary differences can

be utilised. 
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Statement of accounting policies

for the year ended 31 December 2014 (continued)

1.6 Taxation (continued)

1.7 Financial instruments

Financial assets

1.7.1 Fair value through profit or loss

Unrecognised deferred income tax assets are reassessed at each statement of financial position date

and recognised to the extent that it has become probable that future taxable profit will allow the

deferred tax asset to be recovered. 

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to

the year when the asset is realised or the liability is settled based on tax rates (and tax laws) that have

been enacted or substantively enacted at the statement of financial position date. Income tax relating

to items recognised directly in equity is recognised in the statement of changes in equity and not in

the statement of profit or loss and other comprehensive income. Deferred tax assets and deferred tax

liabilities are offset if a legally enforceable right exists to set off current tax assets against current tax

liabilities and the deferred tax relates to the same taxable entity and the same taxation authority.

Deferred capital gains tax arises on the revalued property. The capital gains tax liability is computed

on the revaluation adjustment based on rates ruling on the statement of financial position date. 

The Railways classifies its financial assets into one of the categories discussed below, depending on

the purpose for which the asset was acquired. The Railways has not classified any of its financial

assets as held to maturity. Other than financial assets in a qualifying hedging relationship, the

Railways' accounting policy for each category is as follows:

This category comprises only in-the-money derivatives (see Financial liabilities section for

out-of-money derivatives). They are carried in the statement of financial position at fair value 

with changes in fair value recognised in the statement of comprehensive income in other

income or expense line. Other than derivative financial instruments which are not designated

as hedging instruments, the Railways does not have any assets held for trading nor does it

voluntarily classify any financial assets as being at fair value through profit or loss.
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1.7 Financial instruments (continued)

1.7.2 Loans and receivables 

1.7.3 Available for sale

The Railways' loans and receivables comprise trade and other receivables and cash and cash

equivalents in the statement of financial position. Cash and cash equivalents includes cash

in hand, deposits held at call with banks, other short term highly liquid investments with

original maturities of three months or less, and bank overdrafts for the purpose of the

statement of cash flows.

Non-derivative financial assets not included in the above categories are classified as

available for- sale and comprise principally the Railways' strategic investments in entities not

qualifying as subsidiaries, associates or jointly controlled entities. They are carried at fair

value with changes in fair value, other than those arising due to exchange rate fluctuations

and interest calculated using the effective interest rate, recognised in other comprehensive

income and accumulated in the available-for-sale reserve. Exchange differences on

investments denominated in a foreign currency and interest calculated using the effective

interest rate method is recognised in profit or loss. 

For trade receivables, which are reported net, such provisions are recorded in a separate

allowance account with the loss being recognised within administrative expenses in the

statement of comprehensive income. On confirmation that the trade receivable will not be

collectable, the gross carrying value of the asset is written off against the associated

provision.

From time to time, the Railways elects to renegotiate the terms of trade receivables due from

customers with which it has previously had a good trading history. Such renegotiations will

lead to changes in the timing of payments rather than changes to the amounts owed and, in

consequence, the new expected cash flows are discounted at the original effective interest

rate and any resulting difference to the carrying value is recognised in the statement of

comprehensive income (operating profit). 

These assets are non-derivative financial assets with fixed or determinable payments that are

not quoted in an active market. They arise principally through the provision of services to

customers (e.g. trade receivables), but also incorporate other types of contractual monetary

assets. They are initially recognised at fair value plus transaction costs that are directly

attributable to their acquisition or issue, and are subsequently carried at amortised cost using

the effective interest rate method, less provision for impairment. Impairment provisions are

recognised when there is objective evidence (such as significant financial difficulties on the

part of the counterparty or default or significant delay in payment) that the Railways will be

unable to collect all of the amounts due, the amount of such a provision being the difference

between the net carrying amount and the present value of the future expected cash flows

associated with the impaired receivable.
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1.7 Financial instruments (continued)

1.7.3 Available for sale (continued)

Financial liabilities

1.7.4 Fair value through profit or loss

1.7.5 Other financial liabilities

Other financial liabilities include the following items:

Where there is a significant or prolonged decline in the fair value of an available for sale

financial asset (which constitutes objective evidence of impairment), the full amount of the

impairment, including any amount previously recognised in other comprehensive income, is

recognised in profit or loss. Purchases and sales of available for sale financial assets are

recognised on settlement date with any change in fair value between trade date and

settlement date being recognised in the available-for-sale reserve. On sale, the cumulative

gain or loss recognised in other comprehensive income is reclassified from the available-for-

sale reserve to profit or loss.

The Railways classifies its financial liabilities into one of two categories, depending on the purpose

for which the liability was acquired. Other than financial liabilities in a qualifying hedging

relationship (see below), the Railways' accounting policy for each category is as follows:

This category comprises only out-of-the-money derivatives (see Financial assets for in-the-

money derivatives). They are carried in the statement of financial position at fair value with

changes in fair value recognised in the statement of comprehensive income. The Railways

does not hold or issue derivative instruments for speculative purposes, but for hedging

purposes. Other than these derivative financial instruments, the Railways does not have any

liabilities held for trading nor has it designated any financial liabilities as being at fair value

through profit or loss.

- Bank borrowings, which are initially recognised at fair value net of any transaction costs

directly attributable to the issue of the instrument. Such interest bearing liabilities are

subsequently measured at amortised cost using the effective interest rate method, which

ensures that any interest expense over the period to repayment is at a constant rate on the

balance of the liability carried in the statement of financial position. 

- Trade payables and other short-term monetary liabilities, are initially recognised at fair

value and subsequently carried at amortised cost using the effective interest method.
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1.8 Fair value measurement hierarchy

1.9 Retirement benefits

Defined contribution scheme

Defined benefit scheme

Defined benefit scheme surpluses and deficits are measured at:

- the fair value of plan assets at the reporting date, less;

- unrecognised past service costs;

- less the effect of minimum funding requirements agreed with the scheme trustees.

The level in the fair value hierarchy within which the financial asset or financial liability is

categorised is determined on the basis of the lowest level input that is significant to the fair value

measurement. 

Any difference between the expected return on assets and that actually achieved, and any changes in

the liabilities over the year due to changes in assumptions or experience within the scheme, are

recognised directly in other comprehensive income in the period in which they arise.

Past service costs are recognised directly in the statement of comprehensive income, unless the

changes to the pension plan are conditional upon the employees remaining in service for a specified

period of time. In this case, the past service costs are amortised on a straight line basis over the

vesting period.

- plan liabilities calculated using the projected unit credit method discounted to its present value,

plus;

Contributions to the defined contribution pension scheme are charged to the statement of

comprehensive income in the year to which they relate.

(b) inputs other than quoted prices included within Level 1 that are observable for the asset or

liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices) (Level 2); and

(c) inputs for the asset or liability that are not based on observable market data (unobservable inputs)

(Level 3).

IFRS 7 requires certain disclosures which require the classification of financial assets and financial

liabilities measured at fair value using a fair value hierarchy that reflects the significance of the inputs

used in making the fair value measurement. The fair value hierarchy has the following levels:

(a) quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);



National Railways of Zimbabwe 16

Statement of accounting policies

for the year ended 31 December 2014 (continued)

1.10 Provisions

1.11 Borrowing costs

1.12 Foreign currency transactions

1.13 Investment property

1.14 Intangible assets

1.14.1 Softwares

Software shall be amortised over 10 years.

A foreign currency transaction is recorded initially by applying the spot exchange rate between the

functional currency and the foreign currency at the date of the transaction. At the end of subsequent

reporting period, foreign currency monetary items are translated using the closing rate. Non -

monetary items measured at historical cost in foreign currency are translated using the exchange rate

at the date of the transaction. Non-monetary items measured at fair value in a foreign currency are

translated using the exchange rate at the date when the fair value was determined. Exchange

differences arising on settlement of monetary items are recognised in profit or loss in the period in

which they arise.

Investment property is accounted for using the cost model (cost less accumulated depreciation and

impairment losses).The buildings are depreciated on the same basis as those classified under property,

plant and equipment.

Computer softwares are accounted for as intangible assets using IAS 38 when they are not an

integral part to the related hardware. Computer software that is an intergral part of the

hardware shall be accounted for as property, plant and equipment using IAS 16.

After initial recognition, intangible assets shall be carried at cost less any accumulated amortisation

and any accumulated impairment losses.

Provisions are recognised when the Railways has a present legal or constructive obligation as a result

of past events and a reliable estimate of the obligation can be made. The amount recognised as a

provision is the best estimate of the consideration required to settle the present obligation at the

statement of financial position date, taking into account the risks and uncertainties surrounding the

obligation. Where a provision is measured using the cash flows estimated to settle the present

obligation, its carrying amount is the present value of those cash flows.

The Railways capitalises borrowing costs that are directly attributable to the acquisition or

construction of a qualifying asset as part of the cost of the asset. Any other borrowing costs are

recognised as an expense in the period in which they are incurred.
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1.15 Critical judgments in applying the Railways' accounting policies

1.15.1 Trade receivables

1.15.2 Impairment testing

1.15.3 Residual values and remaining useful lives

1.15.4 Remaining useful lives

1.15.7 Pension assumptions

The carrying amounts of financial instruments included in the statement of financial position

approximate their estimated net fair values, with the exception of available-for-sale financial

instruments that are carried at deemed cost.

The costs, assets and liabilities of the defined benefit schemes operated by the Railways are

determined using methods relying on actuarial estimates and assumptions. The Railways

takes advice from independent actuaries relating to the appropriateness of the assumptions.

Changes in the assumptions used may have a significant effect on the statement of

comprehensive income and the  statement of financial position.

In preparing the financial statements, management is required to make estimates and assumptions that

affect the amounts presented in the financial statements and related disclosures. Use of available

information and the application of judgment is inherent in the formation of estimates. Actual results

in the future could differ from these estimates which may be material to the financial statements.

Significant judgments include:

The Railways assesses its trade receivables for impairment at each statement of financial

position date. In determining whether an impairment loss should be recorded in the statement

of comprehensive income, the Railways makes judgments as to whether there is observable

data indicating a measurable decrease in the estimated future cash flows from a financial

asset.

      

The Railways reviews the carrying value of assets when events or changes in circumstances

suggest that the carrying amount may not be recoverable.

The Railways is required to assess residual values of its property, plant and equipment on an

annual basis. This affects the amount of depreciation that is recognized in the statement of

comprehensive income. Management assessed residual values at nil for all its assets as their

relative realisable value at the end of the useful life is insignificant.

The Railways is required to assess the remaining useful lives of its property, plant and

equipment on an annual basis. Management assesses the remaining useful lives of group

assets with different major components as the same as the Railways has a policy of

undertaking replacements of group assets as a group rather than on a per component basis. 
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2014 2013

Notes USD USD

2 Revenue

Freight services 88 075 720 81 470 148

Passenger services 3 156 021 4 805 286

91 231 741 86 275 434

3 Other income

Real estate income 3 137 832 4 697 674

Interest on overdue trade receivables  15 911 8 146 752

Sundry income 9 524 674 2 520 668

Foreign exchange gain/(loss) - realised loss (319 435) (29 328)

- unrealised gain/(loss) 1 360 033 (648 061)

13 719 015 14 687 705

4 Finance costs

Interest expense: foreign loans 1 690 636  157 236

Interest expense: local loans 4 195 522 1 535 768

5 886 158 1 693 004

5 Loss before tax

Included in loss before tax are the following items:

Directors' remuneration 5.1  692 920  677 688

Staff costs 5.2 74 679 619 68 990 319

Allowance for credit losses  40 023 7 449 968

Audit fees  140 000  140 000

Depreciation charge - property, plant and equipment 17 386 300 18 386 116

Depreciation charge - investment property 56 387 23 230

Depreciation charge - intangible asset  60 810 -

Loss on disposal of property plant and equipment 1 415 729 -

Interest expenses on outstanding payables 3 015 395 8 794 382

5.1 Directors' remuneration

Directors' fees  45 176  69 670

Short term benefits 15.4  647 744  608 018

 692 920  677 688



National Railways of Zimbabwe 19

Notes to the financial statements

for the year ended 31 December 2014 (continued)

2014 2013

Notes USD USD

5 Loss before tax (continued)

5.2 Staff costs

Basic salaries 43 367 572 41 198 505

Overtime 7 354 793 6 755 238

Transport subsidies 2 553 548 2 711 204

Other allowances 10 019 699 10 889 284

Statutory contributions 11 384 007 7 436 088

74 679 619 68 990 319

6 Taxation

Current tax - -

Deferred tax 18 (10 467 368) (12 900 243)

(10 467 368) (12 900 243)

Tax rate reconciliation:-

Loss before tax (42 074 586) (62 004 012)

Notional tax expense calculated at 25.75% (10 834 206) (15 966 033)

Tax effect of: 

Non deductible/(taxable) items:

Grants to group recreation clubs -   863

Traffic claims   552   410

Other expenses-whistleblower -   36

Entertainment expenses  2 303  2 852

Currency conversion differences (267 954)  174 428

Provision for doubtful debts  10 306 1 918 368

Donations   157   358

Interest on overdue taxes  657 402  992 271

Share of profit from joint venture (35 928) (23 796)

(10 467 368) (12 900 243)
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7 Property, plant and equipment

Commercial 

buildings 

Residential 

buildings 

Locomotives 

& rolling stock

Plant, 

machinery & 

equipment Tarpaulins

Permanent 

way Electrification

Material in 

private 

sidings

Roads, 

lighting & 

services

Land & 

surveys

Capital 

work in 

progress Total

USD USD USD USD USD USD USD USD USD USD USD USD

At 1 January 2013

Cost/valuation 35 397 099 11 042 874 158 860 000 36 801 603  289 198 256 988 666 15 774 917 15 270 000 27 840 000 61 681 477 4 197 418 624 143 252

Accumulated depreciation (3 534 542) (1 103 685) (33 154 230) (17 779 576) (137 712) (14 446 270) (4 206 644) (872 588) (1 754 330) - - (76 989 577)

Carrying amount 31 862 557 9 939 189 125 705 770 19 022 027  151 486 242 542 396 11 568 273 14 397 412 26 085 670 61 681 477 4 197 418 547 153 675

Year ended 31 December 2013

Opening carrying amount 31 862 557 9 939 189 125 705 770 19 022 027  151 486 242 542 396 11 568 273 14 397 412 26 085 670 61 681 477 4 197 418 547 153 675

Transfers from capital work in progress - - - 2 591 445 - 1 517 860 - - - - (4 109 305) -

Working capital expenditure for the year - - - - - - - - - - 2 642 216 2 642 216

Gross carrying amount-write off - - - (5 524 956) - - - - - - - (5 524 956)

Accumulated depreciation- write off - - - 3 937 736 - - - - - - - 3 937 736

Transfer to non-current assets held for sale - - (4 317 500) - - - - - - - - (4 317 500)

Depreciation on non-current assets held for sale - - 812 089 - - - - - - - -  812 089

Depreciation charge (889 398) (276 674) (8 240 115) (2 808 499) (41 315) (4 420 459) (1 051 661) (218 126) (439 869) - - (18 386 116)

Closing carrying amount 30 973 159 9 662 515 113 960 244 17 217 753  110 171 239 639 797 10 516 612 14 179 286 25 645 801 61 681 477 2 730 329 526 317 144

At 31 December 2013

Cost/valuation 35 397 099 11 042 874 154 542 500 33 868 092  289 198 258 506 526 15 774 917 15 270 000 27 840 000 61 681 477 2 730 329 616 943 012

Accumulated depreciation and impairment (4 423 940) (1 380 359) (40 582 256) (16 650 339) (179 027) (18 866 729) (5 258 305) (1 090 714) (2 194 199) - - (90 625 868)

Carrying amount 30 973 159 9 662 515 113 960 244 17 217 753  110 171 239 639 797 10 516 612 14 179 286 25 645 801 61 681 477 2 730 329 526 317 144

Year ended 31 December 2014

Opening carrying amount 30 973 159 9 662 515 113 960 244 17 217 753  110 171 239 639 797 10 516 612 14 179 286 25 645 801 61 681 477 2 730 329 526 317 144

Transfers from capital work in progress - - - 300 857 - - - - - - (300 857) -

Additions - - -  60 523 - - - - - - - 60 523

Transfer to investment property - capital cost (1 568 521) - - - - - - - - - - (1 568 521)

Depreciation on transfer to investment property 196 065 - - - - - - - - - - 196 065

Transfer from investment property - capital cost 242 314 - - - - - - - - - - 242 314

Depreciation on transfer from investment property (30 289) - - - - - - - - - - (30 289)

Gross carrying amount - disposals - - (1 112 500) (1 509 128) - - - - - - - (2 621 628)

Accumulated depreciation - disposals - -  263 117  924 428 - - - - - - - 1 187 545

Depreciation charge (851 621) (276 021) (8 092 390) (2 065 590) (41 314) (4 350 722) (1 051 661) (218 141) (438 840) - - (17 386 300)

Closing carrying amount 28 961 107 9 386 494 105 018 471 14 928 843  68 857 235 289 075 9 464 951 13 961 145 25 206 961 61 681 477 2 429 472 506 396 853

At 31 December 2014

Cost/valuation 34 070 892 11 042 874 153 430 000 32 720 344  289 198 258 506 526 15 774 917 15 270 000 27 840 000 61 681 477 2 429 472 613 055 700

Accumulated depreciation and impairment (5 109 785) (1 656 380) (48 411 529) (17 791 501) (220 341) (23 217 451) (6 309 966) (1 308 855) (2 633 039) - - (106 658 847)

Carrying amount 28 961 107 9 386 494 105 018 471 14 928 843  68 857 235 289 075 9 464 951 13 961 145 25 206 961 61 681 477 2 429 472 506 396 853
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2014 2013

USD USD

8 Investment in joint venture

Opening balance 12 803 368 13 610 958

Share of profit from joint venture  139 527  92 410

Dividend received - (900 000)

12 942 895 12 803 368

NRZ has a 50% interest in a jointly controlled entity, Emerged Railway Properties Limited (ERP). 

9 Investments

Bulawayo Beitbridge  Railways (Private) Limited-at cost 9 750 000 9 750 000

Road Motor Services (Private) Limited-at cost  125 000  125 000

Quoted investments   106   106

9 875 106 9 875 106

10 Intangible assets

Software

USD

At 1 January 2014

Cost/valuation  -

Accumulated amortisation  -

Carrying amount  -

Year ended 31 December 2014

Opening carrying amount  -

Additions 729 724

Amortisation (60 810)

Closing carrying amount 668 914

At 31 December 2014

Cost/valuation 729 724

Accumulated amortisation (60 810)

Carrying amount 668 914

NRZ has a 15% shareholding in Bulawayo Beitbridge Railway (Private) Limited. The investment is carried

at cost as the investment does not have a quoted market price in an active market and its fair value can not

be measured reliably. Management did not assess any impairment of the investment as it did not have any

reliable information.

NRZ also has a 100% shareholding in Road Motor Services (Private) Limited. It is however not consolidated

as the Railways board has no control over its financial and operating policies. Road Motor Services

(Private) Limited continues to incur operating losses and is technically insolvent.
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2014 2013

USD USD

10 Intangible assets (continued)

No intangible assets have been pledged as security over liabilities.

11 Investment properties

At 1 January

Cost/valuation  929 272  929 272

Accumulated depreciation (116 158) (92 928)

Carrying amount  813 114  836 344

Year ended 31 December

Opening carrying amount  813 114  836 344

Transfer to investment property-Capital cost 1 568 521 -

Depreciation on transfer to investment property (196 065) -

Transfer from investment property-Capital cost (242 314) -

Depreciation on transfer from investment property  30 289 -

Depreciation charge (56 387) (23 230)

Closing carrying amount 1 917 158  813 114

At 31 December 

Cost/valuation 2 255 479  929 272

Accumulated depreciation (338 321) (116 158)

Carrying amount 1 917 158  813 114

12 Non-current assets held for sale

Property and equipment (wagons)  361 855  361 855

During the year ended 31 December 2013 management decided to dispose wagons which were deemed no

longer suitable for use in the ordinary course of operations. These wagons were yet to be disposed off as at

31 December 2014. Management advertised a tender during the year for their disposal and is confident that a

suitable buyer will be identified during the year 2015.

Investment properties are leased out under operating leases with various tenants. Rental income for the year

amounted to USD 3 137 832 (2013: USD 4 697 674) as disclosed in Note 3. The operating lease agreements

are cancellable and/or renewable on expiry. 

The intangible asset balance relates to SAP ERP accounting system that the Railways implemented in 2014.

The useful life of the accounting software is 10 years and it is amortised on a straight line basis over its

useful life.
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2014 2013

USD USD

12 Non-current assets held for sale (continued)

Carrying amount Carrying amount

before after

classification as classification as

held for sale held for sale

Property and equipment (wagons) 3 505 411  361 855

13 Inventories

Permanent way materials 15 967 973 18 987 824

Locomotive and rolling stock spares 42 937 073 37 028 079

Work-in-progress 7 599 474 8 770 244

66 504 520 64 786 147

Provision for obsolete inventories (2 383 257) (2 383 257)

64 121 263 62 402 890

14 Trade and other receivables

Trade receivables 48 803 694 54 154 397

less : allowance for credit losses (15 441 918) (16 629 439)

Net trade receivables 33 361 776 37 524 958

Other receivables 38 370 276 38 882 991

less : allowance for credit losses (20 866 227) (19 638 683)

Net other receivables 17 504 049 19 244 308

50 865 825 56 769 266

The fair values of trade and other receivables classified as loans and receivables are as follows:

Trade receivables 33 361 776 37 524 958

Other receivables 17 504 049 19 244 308

50 865 825 56 769 266

Re-measurement of the carrying amount of the wagons resulted in an impairment loss of USD3 094 756.The

impairment loss was charged to non distributable reserve in year ended 31 December 2013.
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2014 2013

USD USD

14 Trade and other receivables (continued)

Securitisation of trade receivables

Impairment of trade receivables

Up to 90 days 7 953 033 10 473 835

More than 90 days 25 408 743 27 051 123

33 361 776 37 524 958

Up to 90 days - -

More than 90 days 15 441 918 16 629 439

15 441 918 16 629 439

Movements in the provision for impairment of trade receivables are as follows:

At beginning of the year 16 629 439 11 016 560

Provided during the year 2 569 541 9 040 504

Paid during the year (1 045 313) -

Written off during the year as uncollectible (2 711 749) (3 427 625)

15 441 918 16 629 439

As at 31 December 2014, trade receivables amounting to USD 8.5 million (2013: USD 8.5 million) were

pledged as security for a USD 2.5 million (2013: USD 2.5 million) overdraft facility and USD nil (2013: USD

2 million) loan facility with CBZ Bank Limited.

Trade receivables amounting to USD 10 million (2013: USD 10 million) were held as security for a USD 2

million (2013: USD 2 million) overdraft facility and USD 3 million (2013: USD 3 million) loan facility with

African Banking Corporation (BancABC). Refer to Note 17 and Note 20 for more information on the

overdraft and loan facilities.

As at 31 December 2014 trade receivables amounting to USD 33 361 776 (2013: USD 37 524 958) were past

due but not impaired. The ageing analysis of these receivables is as follows:

As at 31 December 2014, trade receivables amounting to USD 15 441 918 (2013: USD 16 629 439) were past

due and impaired. The amount of the allowance for credit losses as at 31 December 2014 was USD 15 441

918 (2013: USD 16 629 439). The ageing of these is as follows: 

The movement in the provision for impaired trade receivables has been included in the administration

expenses line in the statement of profit or loss and other comprehensive income.
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2014 2013

USD USD

14 Trade and other receivables (continued)

Impairment of other receivables

Up to 90 days 14 287 182 13 019 672

More than 90 days 3 216 867 6 224 636

17 504 049 19 244 308

Up to 90 days - -

More than 90 days 20 866 227 19 638 683

20 866 227 19 638 683

Movements on the provision for impairment of other receivables are as follows:

At beginning of the year 19 638 683 17 801 594

Provided during the year 1 835 373 2 773 007

Collected during the year (607 829) (213 083)

Written off during the year as uncollectible  - (722 835)

20 866 227 19 638 683

15 Related party transactions

15.1 Related party receivables

The following are the related party receivables of NRZ as at the reporting date:

Related party Nature of relationship

Road Motor Services (Private) Limited Subsidiary  34 060  123 086

Emerged Railway Properties (Private) 

Limited Joint venture company  230 113  19 252

 264 173  142 338

As at 31 December 2014 other receivables amounting to USD 20 866 227 (2013: USD 19 638 683) were past

due and impaired. The amount of the allowance for credit losses as at 31 December 2014 was USD 20 866

227 (2013: USD 19 638 683). The ageing of these is as follows: 

As at 31 December 2014 other receivables amounting to USD 17 504 049 (2013: USD 19 244 308) were past

due but not impaired. They relate to clients with no default history. The ageing analysis of these receivables is

as follows:

Amounts due from related parties are unsecured, interest free and have no fixed terms of repayment.
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2014 2013

USD USD

15 Related party transactions (continued)

15.2 Related party payables

The following are the related party payables of NRZ as at the reporting date:

Related party Nature of relationship

NRZ Contributory Pension Fund NRZ pension scheme - -

Road Motor Services (Private) Limited Subsidiary  195 117  44 694

Railmed  636 795 1 801 770

 831 912 1 846 464

NRZ Contributory Pension Fund payables

15.3 Related party transactions

The following represent transactions with related parties during the year:-

Related party Nature of transaction

NRZ Contributory Pension Fund - 3 468 225

NRZ Contributory Pension Fund Rentals -  748 693

Railmed  397 160  32 312

Road Motor Services (Private) Limited Rentals -  207 897

Road Motor Services (Private) Limited Cartage  744 537  644 760

Emerged Railway Properties (Private) 

Limited  658 766 -

1 800 463 5 101 887

Transactions with related parties are at arms length.

In prior year management entered into an arrangement with the NRZ pension fund to restructure the

pension contribution arrears into a ten year medium term loan with an 18 month moratorium with effect

from October 2013. The loan accrues interest at the rate of 8% per annum. In terms of the agreement the

interest rate shall be review at the expiry of the moratorium period. Furthermore, the agreement

provided for the timely settlement of current month's contributions through a stop order facility. Refer to

Note 21 for more information.

Bridge maintenance fees

NRZ medical aid fund

Pension contributions

Medical aid contributions

Amounts due to related parties are unsecured and have no fixed terms of repayment. The balances are

interest free except for the NRZ Contributory Pension Fund payable which accrues interest at 8% per

annum.
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2014 2013

USD USD

15 Related party transactions (continued)

15.4 Compensation to key management

Senior management

Short term benefits  647 744  608 018

Short term benefits include senior management salaries and other benefits.

16 Cash and cash equivalents

Cash on hand  10 540  50 232

Cash at bank  637 313  292 521

 647 853  342 753

Bank overdraft 20 (4 173 907) (3 323 656)

(3 526 054) (2 980 903)

For the purposes of the statements of cash flows only, cash and cash equivalents comprise the following:
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17 Loans and borrowings

Original loan Interest rate Principal

in lender's per annum Year of outstanding: Exchange 2014 2013

Lender Currency currency % maturity 31.12.14 rate USD USD

Department for International Development Central Africa - electrification

Loan No. 1 GBP  758 572 - 2006  71 835 1.6070  115 439  120 532

Loan No. 2 GBP  56 877 - 2006  19 617 1.6070  31 525  32 915

Loan No. 3 GBP 2 671 504 - 2006  889 004 1.6070 1 428 636 1 491 660

Loan No. 4 GBP 1 661 170 - 2004  596 270 1.6070  958 211 1 000 481

Loan No. 5 GBP 1 340 416 - 2006  358 316 1.6070  575 817  601 218

Loan No. 6 GBP 1 318 597 - 2006  437 967 1.6070  703 816  734 865

Loan No. 7 GBP  34 918 - 2006  11 918 1.6070  19 152  19 997

50 Hz Group – 30 Electric Locomotives

Natexis Banque (Banque de France) EUR 1 219 512 3 2007  440 379 1.2561  553 181  620 494

Kreditanstalt fur Wiederaufbau EUR 7 158 086 2 2012 4 185 435 1.2561 5 257 824 5 897 278

Natexis Banque (Banque de France) EUR 1 795 610 3 2007  548 650 1.2561  689 282  773 048

New Limpopo Bridge Project Investment (NLPI) USD 10 000 000 10 2021 9 083 333 1.0000 9 083 333 10 000 000

Infrastructure Development Bank of Zimbabwe (IDBZ) USD 30 970 916 5 2017 31 189 630 1.0000 31 189 630 30 970 916

Government of Zimbabwe USD 2 000 000 5 2013 2 000 000 1.0000 2 000 000 2 000 000

CBZ Bank Limited USD 3 000 000 16 2014 - 1.0000 - 1 000 000

BancABC USD 3 000 000 16 2016 1 393 906 1.0000 1 393 906 2 481 590

NRZ Pension Fund USD 20 425 338 8 2013 21 958 008 1.0000 21 958 008 20 425 338

Total 75 957 760 78 170 332

75 957 760 78 170 332

Current portion 47 494 763 51 405 734

Non-current portion 28 462 997 26 764 598

In terms of Section 32 of the Railways Act (Chapter 13:09) and Sections 64 and 65 of the Public Finance Management Act (Chapter 22:19), NRZ is authorised to borrow funds in carrying out its

functions with approval of the Minister of Transport, Communication and Infrastructural Development. Loans and borrowings were secured in terms of the above mentioned provisions as follows:

Principal outstanding
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2014 2013

USD USD

18 Deferred tax

Analysis of deferred tax

Special initial and wear and tear allowances 113 883 140 118 143 640

Assessed loss (36 117 510) (29 910 642)

77 765 630 88 232 998

Opening balance 88 232 998 102 351 416

Movement in temporary differences (4 260 501) (4 262 041)

- (1 218 175)

Originating differences on assessed loss (6 206 867) (8 638 202)

77 765 630 88 232 998

19 Trade and other payables

Trade 12 533 403 11 884 381

Other 182 358 430 160 321 932

194 891 833 172 206 313

20 Bank overdraft

CBZ Bank Limited 2 197 153 1 543 276

African Banking Corporate (BancABC) 1 976 754 1 780 380

4 173 907 3 323 656

CBZ Bank Limited

Reversing temporary differences on impaired property and equipment

The Railways recognised a deferred tax asset as it is confident that there will be sufficient future taxable

profits against which the deferred tax asset will be utilised. The Railways recorded an accumulated tax

loss of USD 140 262 174  (2013: USD 116 278 635).

NRZ has an overdraft facility with CBZ Bank Limited of USD 2 500 000 (2013: USD 2 500 000). The

facility expires on 31 December 2015 and attracts interest at 16% per annum and a default penalty of 20%

per annum. The facility is secured through a cession of trade debtors amounting to USD 8 500 000.

Included in other payables are payroll liabilities of USD 128 719 861 (2013: USD 116 514 927); Finance

cost liabilities of USD 8 458 228 (2013 : USD 5 599 462).
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2014 2013

USD USD

20 Bank overdraft (continued)

African Banking Corporate (BancABC)

21 Post employment benefits

21.1 National Social Security Authority Scheme

Contributions for the year 2 828 452 2 532 283

21.2 NRZ Contributory Pension Fund

Details of the defined benefit scheme are as follows:

Fair value of plan assets 361 802 000 372 036 000

Present value of plan obligations (348 600 000) (358 200 000)

Net assets 13 202 000 13 836 000

NRZ has an overdraft facility with African Banking Corporation (BancABC) Limited of USD 2 million

(2013: USD 2 million). The facility expires on 31 October 2015 and attracts interest at 16% per annum

and a default penalty rate of 20% per annum. The facility is secured through a cession of trade debtors

amounting to USD 10 000 000.

NRZ and its employees contribute to the NRZ Contributory Pension Fund (the 'Plan'), an

independent, defined benefit and self administered pension fund. Membership of the fund is

obligatory for those employees who have been admitted to the permanent staff of the National

Railways of Zimbabwe. The fund is actuarially reviewed at least once every three years and in terms

of the rules of the fund, any actuarial deficiency must be made good by NRZ in order to maintain the

fund in a good position as the actuary so recommends. The last valuation was performed on 31

December 2012 (for the period 2013 - 2015 )and there was a net surplus of USD 21,7 million. The

fund also undertakes annual snap shot valuations (estimate actuarial valuation) to estimate the

funding level at the end of each year. The preliminary results of the 2014 snap short valuation

indicated that the fund had a surplus of USD 13.2 million (2013: USD 13.8 million(final)) after

taking into account a 14% reserve ratio on Plan Assets. . According to the Actuary, the Fund is in a

sound financial position. The National Railways of Zimbabwe is still in a contribution holiday.

This is a defined contribution scheme which was promulgated under the National Social Security

Authority (NSSA) Act (Chapter 17:04). NRZ's contributions are limited to specific contributions as

legislated from time to time.
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21 Post employment benefits (continued)

21.2 NRZ Contributory Pension Fund (continued)

2014 2013

Composition of plan assets USD USD

Approved holdings 2 600 000  500 000

Zimbabwe equities 13 300 000 17 000 000

Zimbabwe properties 227 600 000 235 000 000

External assets 138 500 000 140 000 000

Other net of provisions 38 700 000 40 100 000

420 700 000 432 600 000

(58 898 000) (60 564 000)

361 802 000 372 036 000

22 Operating leases

22.1 Operating lease commitments as lessee

Within 1 to 5 More than

1 year years 5 years Total

USD USD USD USD

31 December 2014  279 712 1 118 848 1 398 560 2 797 120

31 December 2013  279 712 1 118 848 1 678 272 3 076 832

22.2 Operating leases as lessor

The NRZ leases out investment properties on operating leases as disclosed in Note 11.

Rental lease expense during the year amounted to USD 279 712 (2013: USD 279 712), representing

the minimum lease payments.

NRZ leases part of its office buildings from the National Railways of Zimbabwe Contributory

Pension Fund in terms of an operating lease arrangement for a period of 20 years expiring on 2024.

The lease agreement is renewable at the option of NRZ for a further term. The lease agreement

provides that the rentals shall be reviewed and agreed on between the parties on an annual basis.

The future minimum lease payments basing on the current periods' rentals are as follows:

The defined benefit asset has not been recognised as the Railways has no unconditional right to a

refund from the plan as at 31 December 2014.

14% reserve ratio (2014 snapshot: 14% - rounded to nearest 

USD 100 000)
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23 Financial risk management

23.1 Risk management in general

The entity is exposed through its operations to the following financial risks:

a) Credit risk

b) Foreign exchange risk

c) Interest rate risk

d) Liquidity risk

Principal financial instruments

a) Trade receivables

b) Cash and cash equivalents

c) Unquoted investments

d) Trade and other payables

e) Interest bearing borrowings (local and foreign)

General objectives, policies and processes

A summary of the financial instruments held by category is provide below:

Financial assets

2014 2013 2014 2013

USD USD USD USD

Cash and cash equivalents  647 853  342 753 - -

Trade and other receivables 50 865 825 56 769 266 - -

Related party receivables  264 173  142 338 - -

Investments - - 9 875 106 9 875 106

51 777 851 57 254 357 9 875 106 9 875 106

loans and receivables Available-for-sale

In common with all other businesses, NRZ is exposed to risks that arise from its use of financial

instruments. This note describes NRZ's objectives, policies and processes for managing those risks

and methods used to measure them. Further quantitative information in respect of these risks is

presented throughout these financial statements.

There have been no substantive changes in NRZ's exposure to financial instrument risks, its

objectives, policies and processes for managing those risks or the methods used to measure them

from the previous periods unless otherwise stated in this note.

The principal financial instruments used by the Railways from which financial instrument risk

arises, are as follows:

The Directors have overall responsibility for the determination of NRZ's risk management objectives

and policies. NRZ's internal audit function also reviews the risk management policies and processes

and report its findings to the executive management.

Cash,
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23 Financial risk management (continued)

23.1 Risk management in general (continued)

Financial liabilities

2014 2013 2014 2013

USD USD USD USD

Trade and other payables - - 194 891 833 172 206 313

Related party payables - -  831 912 1 846 464

Bank overdraft - - 4 173 907 3 323 656

Loans and borrowings - - 75 957 760 78 170 332

- - 275 855 412 255 546 765

23.2 Credit risk 

Financial assets Carrying Maximum Carrying Maximum

value exposure value exposure

USD USD USD USD

Cash and cash equivalents  647 853  647 853  342 753  342 753

Trade and other receivables 50 865 825 87 173 970 56 769 266 93 037 388

Related party receivables  264 173  264 173  142 338  142 338

Investments 9 875 106 9 875 106 9 875 106 9 875 106

61 652 957 97 961 102 67 129 463 103 397 585

Financial assets which potentially subject NRZ to concentrations of credit risk consist principally of

cash and cash equivalents and trade and other receivables. Trade and other receivables are

presented net of allowances for credit losses. Credit risk in respect to trade and other receivables is

limited due to the large number of customers comprising NRZ's customer base. Accordingly, the

Railways has no significant concentration of credit risk. NRZ's cash and cash equivalents are placed

with high quality financial institutions.

2014 2013

At fair value through profit 

or loss At amortised cost

Quantitative disclosures of the risk exposure in relation to financial assets are set below:
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23 Financial risk management (continued)

23.3 Foreign exchange risk

2014 2013 2014 2013 2014 2013

Financial assets

Cash and cash equivalents - - - - - -

Trade and other receivables - - - - - -

Related party receivables - - - - - -

- - - - - -

Financial liabilities

Loans and borrowings 3 832 596 4 001 668 6 500 287 7 290 820 10 332 883 11 292 488

Trade and other payables - - - - - -

Related party payables - - - - - -

Bank overdraft - - - - - -

3 832 596 4 001 668 6 500 287 7 290 820 10 332 883 11 292 488

Foreign exchange risk arises when NRZ enters into transactions denominated in a currency other than its functional currency (USD). There is significant exposure due to external

loans and borrowings. All external loans and borrowings are not forward covered.

GBP EUR TOTAL
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23 Financial risk management (continued)

23.4 Liquidity risk management

Financial liabilities

More than 12 months

2014 2013 2014 2013 2014 2013

USD USD USD USD USD USD

Trade and other payables 194 891 833 172 206 313 - - 194 891 833 172 206 313

Loans and borrowings 47 494 763 51 405 734 28 462 997 26 764 598 75 957 760 78 170 332

Related party payables  831 912 1 846 464 - -  831 912 1 846 464

Bank overdraft 4 173 907 3 323 656 - - 4 173 907 3 323 656

247 392 415 228 782 167 28 462 997 26 764 598 275 855 412 255 546 765

23.5 Fair value hierarchy

2014 2013 2014 2013 2014 2013

USD USD USD USD USD USD

Financial assets

Available-for-sale investments - - - - 9 875 106 9 875 106

23.6 Interest rate risk management

This is the risk of insufficient liquid funds being available to cover commitments. In order to mitigate any liquidity risk that NRZ faces, the Railways' policy has been throughout

the year ended 31 December 2014, to maintain substantial unutilised facilities. Borrowing facilities are negotiated with approved financial institutions at market interest rates. The

liquidity risk exposure in relation to financial liabilities are set out below.

The Railways has adopted a non-speculative policy on managing interest rate risk. Only approved financial institutions with sound capital bases are used to borrow funds from and

to invest surplus funds in.

Level 1 Level 2 Level 3

Upto 12 months Total
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2014 2013

USD USD

24 Capital commitments

Authorised but not contracted for 83 035 000 42 389 000

Authorised and contracted for 577 770 000 247 347 114

660 805 000 289 736 114

The capital expenditure is to be financed by loans from the shareholder and third parties.

25 Events after reporting date

26 Contingent liabilities

26.1 Statutory obligations

26.2 Labour disputes

27 Going concern

No adjusting or significant non-adjusting events have occurred between 31 December 2014 and the reporting

date and the date of authorisation of these financial statements.

NRZ has not been remitting Value Added Tax (VAT) and Pay As You Earn (PAYE) to the tax

authority (Zimbabwe Revenue Authority) in accordance with the VAT Act (Chapter 23:12) and Income

Tax Act (Chapter 23:06) respectively. The balances due for VAT and PAYE as at year end are USD 11

755 467 and USD 45 762 545 respectively. The penalties on the outstanding balances have not been

ascertained. However, considering the significance of the outstanding amounts, the penalties and

interest thereon are likely to be material.

Management constantly negotiates with the Zimbabwe Revenue Authority ( ZIMRA) regarding a

payment plan of the outstanding balances. No accrual has been made in the financial statements for

possible penalties which may arise.

NRZ has a number of labour disputes pending at the Labour Court and Supreme Court as at 31

December 2014. Should the judgement in these cases be against NRZ it is likely to incur additional

labour cost of USD 352 440 000 million.

Management is aware that the going concern principle requires the assumption that the Railways will remain

in business for the foreseeable future. Conversely, this means that the Railways will not be forced to halt

operations and liquidate its assets in the near future.

The Railways' statement of financial position as at 31 December 2014 reveals a situation where the current

liabilities exceed the current assets by USD 131 131 446 (2013: USD 108 763 065). NRZ also incurred a net

loss of USD 31 607 218 (2013: USD 49 103 769) contributing to an accumulated loss of USD 235 544 295.

This comes as a result of the instability in the economic environment which is characterised by low liquidity

and in turn, it poses a threat to the going concern of NRZ as it can not meet its short term liabilities. 



National Railways of Zimbabwe 37

Notes to the financial statements

for the year ended 31 December 2014 (continued)

27 Going concern (continued)

28 Government assistance

Basing on the above initiatives management believes that the Railways will return to profitable levels in the

near future and will continue as a going concern. Therefore the financial statements have been prepared on

this basis.

NRZ's loan book has outstanding amounts from loan agreements in which the Government of Zimbabwe

contractually acted as the guarantor for the outstanding amounts.

The amendment No. 19 of Railways Act (Chapter 13.09) states that should NRZ fail to meet its debt

obligations, the Government of Zimbabwe will have an option to take up the debt to lenders with the option of

converting the assumed debt into equity holding within NRZ.

The Railways anticipates that some financial assistance will be secured from the international lenders to

augment the above initiatives in its recapitalisation programs with the Development Bank of Southern Africa

sponsored Project Information Memorandum (PIM) having already been produced. The PIM will form the

basis for raising funds for recapitalisation.

However, management anticipates that the business levels are going to significantly improve in the foreseeable

future. Despite the continuous losses in the past five financial years, the Railways has been progressively

recording some marginal improvements on capacity utilisation. With the economic environment showing some

signs of improvement, management anticipates an increase in the rail friendly business.

The Railways has been engaging the private sector through Private Public Partnership Programs for the

refurbishment of its locomotive and rolling stocks while the government has been advancing to NRZ some

funds for the rehabilitation of its infrastructure.


