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Message from the Chairperson

On behalf of the Board of Directors of Zambia Railways Limited, | am pleased
and honoured to present the Zambia Railways Limited (ZRL) 2021 to 2025
Strategic Business Plan (SBP). The plan outlines the strategic vision and goals
we have identified to help ZRL realise its full potential and ultimately fulfill its
mission to serve the economy.

The preceding SBP (2018 to 2022) was characterized by various opportunities
and challenges and ZRL witnessed changes in both the internal and external
business environments. During the 2020 mid-term annual review of the 2018 to
2022 SBP, the major underlying assumptions were identified to have drastically
changed, and this necessitated the crafting of a new Plan.

Through an interactive process and engagement involving the Board of
Directors of ZRL, Management and other stakeholders, a new strategic plan
has been developed. The operating environment was scanned to highlight
new developments, on-going developments, and future developments, that
have, or may have an impact on the implementation of the new plan.

This strategic plan sets the compass for every action ZRL will take from now (2021) to 2025. As this plan gets to be
implemented, our operating environment will not become any less uncertain than it is today. However, the plan has
been structured in a realistic and dynamic manner in order for it to remain relevant in the planned period.

Our focus in this five year period is to ensure that we optimize internal resource utilization, take advantage of
technological advancements, plan and respond to any unforeseeable disruptions, and dedicate our efforts towards
achieving the goals of the SBP. The realisation of the objectives of the SBP hinges on investment and optimization
of our resources. Given the expected growth in 2021 and beyond, we will continue making every effort to ensure
that the recapitalisation project is a success.

Further, the strategy centres around diversification of revenue streams through commercialization of workshops and
creation of a Real Estate subsidiary. The optimal utilization of Real Estate is a priority objective in the diversification
process. All this is aimed at increasing liquidity for the company and thereby achieving one of the main goals of the
SBP namely “the improved financial position.”

Lastly, the company aims at diversifying from moving traditional mining products to other sectors such as agriculture,
construction, energy and manufacturing. This will be done through strong interconnections to the customer sidings,
and the construction of proposed dry ports. The diversification process will provide us with the broadest range of
commodities and ensure smooth and seamless movement between domestic and regional domains. Through the
renewed strategy mission, “to provide competitive and sustainable railway transport and logistics solutions to the
satisfaction of our stakeholders,” we will strive to provide the best railway transport and logistics solutions for our
customers.

On behalf of all my Board members, | would like to sincerely thank Management, Staff and all the stakeholders for
their effort and commitment in crafting the new plan.

A special word of gratitude goes to our business customers for their continued support especially during this
difficult (COVID-19) period.

To our shareholders, we say “thank you for your tremendous support and continued belief in the future success of
ZRL.”

DR. E. D. WALA CHABALA
BOARD CHAIRPERSON
ZAMBIA RAILWAYS LIMITED




Message from the Chief Executive Officer

The new Strategic Business Plan (SBP) (2021 - 2025) has been developed
with the intent to drive the company to improved financial position and
operational efficiency. The Plan will guide Management’s actions with the
desire to serve the purpose for which the company exist (mission) and meet
the company’s vision. As my Board Chairman has articulated in his message,
ZRL’s mission over the plan period is “to provide competitive and sustainable
railway transport and logistics solutions to the satisfaction of stakeholders.”
Our vision over the plan period and beyond is “to be the preferred railway
transport and logistics provider.”

The necessity to have a new Strategic Business Plan (SBP) follows the review
of our previous SBP (2018-2022) which, despite scoring a few successes
was found to have a number of challenges. Among the successes recorded
in the period 2018 - 2020 was the reduction in losses from over ZMW200
Million in 2018 to about ZMW31 Million in 2020. Further, in 2020 ZRL hauled a
Million tons of cargo, the highest record in the past ten (10) years. The major
challenges that heavily affected the preceding plan were non-realization of
capital to fund the investment needs of ZRL; and the change in the operating

business environment.
The 2021 to 2025 Strategic Business Plan focus is based on four (4) main goals namely:

Improved financial position

Operational efficiency

Enhanced public image and stakeholder relationship
Enhanced human capital and capacity

Pob=

Our Management team will endeavour to make use of the Company’s statement of Financial Position to acquire
funding. The capital investment will improve ZRL’s service delivery through purchase of new locomotives, new
wagons and patch works on the rail line. Further, management will partner with clients to construct and/or maintain
railway spurs for first and last mile service delivery. The inter-modal partnership with road haulers, an initiative aimed
at improving transport service delivery, will play a significant role in the implementation of this plan.

In addition, the plan rides on optimal resource utilization and train operational efficiency. The plan emphasise in
the use of underutilized assets of ZRL for revenue generation, disposal of selected low or non revenue generating
assets, improvement of train transit time, and many more.

It is worth noting that specific support strategies will be implemented in order to deliver on the Company’s vision,
mission and goals. Some of these are, implementation of the Rolling Stock and Track Maintenance Management
System, Enterprise Resource Planning, Innovation Reward Policy, Train Management Systems, Performance
Management System, and the Succession Plan Policy. These and many other strategies will be implemented during
the plan period.

The goals outlined in this SBP do not only spell-out our roles and expertise, but push us to do better by approaching
our work differently. Underpinning our objectives and goals are our six core values that describe how we shall work
together to bring out the best in each employee to drive ZRLs’ vision and mission.

Going forward, ZRL is cognizant of the challenges that may arise in implementing the strategy. In this regard, a
Risk Management Plan has been prepared to counter the foreseeable and unforeseeable changes in the operating
environment. This will enable us to be better prepared for challenges ahead and offer safe railway transportation
to our customers.

| remain confident and positive that with the collaboration of our committed staff, customers and stakeholders the
goals we aspire to accomplish will in due course translate into milestones which will make all of us proud.

May | thank you heartily for taking an interest in ZRL and the sector we serve. Remember we are the “Wheels of the
Nation.”

MR. CHRISTOPHER C. MUSONDA
CHIEF EXECUTIVE OFFICER
ZAMBIA RAILWAYS LIMITED

Vil




EXECUTIVE SUMMARY

The Strategic Plan

The Strategic Business Plan (SBP) period is January 2021 - December 2025. The SBP will
be reviewed through annual and midterm reviews to accommodate new and unforeseen
environmental changes. The plan provides for a monitoring framework through the tracking of
key indicators.

Vision
To be the preferred rail transport and logistics provider.
Mission

To provide competitive and sustainable rail transport and logistics solutions to the satisfaction
of our stakeholders

Values

Service: WE believe in delivering excellent service and value to stakeholders. We take time to
understand stakeholder needs and always strive to satisfy them.

Team Work: WE value teamwork. We believe team work will sustain efficiency and effective
service delivery. We recognize the contribution and value of individuals in a team.

Integrity: WE will do what we say we will do. We will up-hold professional and ethical business
practices. The company’s interactions with stakeholders will be done transparently for mutual
benefits. We will ensure honesty, integrity and respect for all.

Innovation: WE are creative, bold and believe in continuous learning. We believe these will
sustain total quality consciousness in the organization.

Professionalism: WE uphold high quality standards and ethics in our dealings to enhance
professional competence by providing the highest level of service.

Enterprise: WE are an entity whose values transcend into continuous provision of rail transport
and logistics solutions to the satisfaction of all Stakeholders. We are conscious of creating value
in the Company and driving the business forward.

Strategic Goals and Objectives

From the strategic issues, the following will be the plan’s Strategic goals and objectives in the
balance score card perspectives. These will be the areas of impact for the plan period.

STRATEGIC GOAL 1: Improve financial position
Strategic Objective 1.1: Increase freight revenue generation by an annual average of 17%
Strategic Objective 1.2: Optimize Resource utilization through:
a) Operating cost reduction from 77% in 2021 to at most 60% of total revenue effective 2022.
b) Improve return on assets from 2% of total revenue to 5% in 2025.

c) 100% revenue generation growth from workshop activities in 2021, and 11% annual
growth from 2022 to 2025.
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Strategic Objective 1.3: Improve cashflow position (operating cashflow ratio from 0.64 in
2020 to 1.56 in 2025)

Strategic Objective1.4: Reduced Exposure to Enterprise Risks
STRATEGIC GOAL 2: Operational Efficiency
Strategic Objective 2.1: Improve transit time:

a) From 72 hours in 2020 to 66 hours between Ndola and Livingstone for freight
trains, by 2022

b) From 66 hours in 2022 to 54 hours between Ndola and Livingstone for freight
trains, by 2025.

c) Improve passenger train transit time from 42 hours in 2020 between Livingstone
and Nkana to 34 hours, by 2025

Strategic Objective 2.2: At least 90% Rolling Stock Availability and Reliability
Strategic Objective 2.3: Improved ICT Systems

Strategic Objective 2.4: Improve track infrastructure by uplifting Temporal Speed Restrictions
(TSR) by at least 70% by 2025

Strategic Objective 2. 5: Strategic Partnerships
Strategic Objective 2. 6: Improve Human capital
STRATEGIC GOAL 3: Enhanced Public Image and Good Stakeholder Relationship
Strategic Objective 3.1: Enhanced Corporate Reputation and Increased Visibility Of ZRL
Strategic Objective 3.2: Increase Strategic Partnership
Strategic Objective 3.3: Reduce litigation exposure
Strategic Objective 3.4: Attain at least 80% Customer Satisfaction
STRATEGIC GOAL 4: Enhance Human Capital and Capacity
Strategic Objective 4.1: Improve Recruitment,
Strategic Objective 4.2: Retain of Technical Skill
Strategic Objective 4.3: Enhance Staff Productivity and improve work culture

The plan is summarized in the figure below, demonstrating how the goals link with strategic
elements and the four perspectives of financial, customer and stakeholder, internal business
process and organizational capacity.




Figure 1 - Strategic Map (Summary of the Balance Scorecard and the Strategic goals)
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CHAPTER 1:
INTRODUCTION

This Strategic Business Plan (SBP) establishes the direction of Zambia Railways Limited (ZRL)
commencing 2021 through to 2025. The plan seeks to provide a strategic framework for effective
organization, coordination and management of company operations for five years ending in 2025.

1.1 RATIONALE FOR THE 2021 - 2025 STRATEGIC BUSINESS PLAN

In 2017, Zambia Railways Limited (ZRL) came up with a five (5) year Strategic Business Plan
for the period 2018 to 2022. The plan was approved with a budget outlay of USD922 Million.
Three years after approval of the plan, the company was not able to fully actualize the SBP
objectives. The failure to meet the objectives was mainly due to the following reasons:

a) The non - actualization of the SBP budget

To support the implementation of the plan, ZRL’s SBP budget was spread in three phases
broken down as;

® |mmediate needs of USD152 Million in 2018
® Medium term needs of USD346 Million between 2019 and 2020
® Long term needs of USD424 Million for 2021 and 2022

As of 2020, none of the funds had been secured, hence affecting the actualization of the
objectives hinged on the same.

b) Over ambitious assumptions

The set targets for the plan were too ambitious, and could not be attained mainly due to
inadequate capacity in terms of rolling stock and railway infrastructure.

The Mid-Term Review (MTR) that was undertaken by Management, as indicated above,
necessitated a new direction for the Company in which new objectives, and targets were to
be set. Further, the appointment of the new Board of Directors for ZRL was timely for the
MTR and development of a new SBP.

The MTR and Strategy development was conducted through an interactive workshop
between ZRL Board of Directors, Management and key Stakeholders.

1.2 LAYOUT OF THE STRATEGIC BUSINESS PLAN

The ZRL SBP is organized into seven (7) chapters and four (4) annexures, broken down as
follows:

a) Chapter one outlines the rationale for this strategic plan, the processes involved in
developing the plan, and the layout of the Plan.

b) Chapter two details ZRL's mandate and business, and how the two are interlinked. It
also covers the stakeholder analysis and process for customer value creation and value
delivery.

c) Chapter three analyses ZRL'’s operating environment. It captures the global and regional
operating environment. It also analyses the local operating environment using the PESTEL.
In addition, the Industry forces, as well as the SWOT analysis have been captured in the
chapter.




d) Chapter four articulates ZRL'’s Strategic direction. It presents details on the Vision, Mission
and Core Values of ZRL, as well as Strategic Goals, Strategic Objectives and the Strategy
Map.

e) Chapter five provides a framework for the implementation of the SBP. It details the
alignment of key dimensions which include People, supporting activities, Organizational
structure and culture and leadership to the successful implementation of the SBP.

f) Chapter six covers the framework of strategy measurement and tracking using the
Balanced Score Card model.

g) Chapter seven provides the risk management plan for the SBP. It presents the risks that
could affect goal achievement and the mitigation measures.

h) Chapter eight is the conclusion.




CHAPTER 2:

MANDATE AND BUSINESS
2.1 MANDATE OF ZAMBIA RAILWAYS LIMITED

ZRL is wholly owned by the Government of the Republic of Zambia through the Industrial
Development Corporation (IDC). The Company was incorporated in 1982. It is mandated under
the Railways Act of 1984 to operate both rail passenger and freight trains.

ZRL’s main operations domain is Mulobezi to Chililabombwe, and Chipata to Mchinji. The
Company also provides train operations beyond its borders, through the respective railway
administrations and connects to nearly all the ports in the SADC region. This enables the
company to provide Import, Local, Export and Transit rail transportation services. Through its
strategic partnerships, ZRL provides end to end logistics services for local traffic.

ZRL owns land and buildings developed to support train operations, and for potential business
development.

2.2 GOVERNANCE OF ZRL

In terms of governance, ZRL is governed by the Railways Act, Cap 453 of the Laws of Zambia,
and is incorporated under the Companies Act, Cap 388 of the Laws of Zambia. Furthermore, the
Company is also governed by its Articles of Association and has to comply with its provisions at
all material times. Article 78 of the ZRL Articles of Association provides that the composition of
the Board of Directors of the Company shall be seven members appointed by the Shareholder.

The Board provides strategic and tactical input to the ZRL senior management, in determining
the scope and relevance of ZRL’s mandate, vision as well as its mission. The company has
developed and is implementing a board charter. The roles of the Board and Management are
distinct to avoid duplication. The Board is responsible to the shareholder, Industrial Development
Corporation (IDC), and policy maker, the Ministry of Transport and Communications (MoTC) for:

a) Firm value creation and payment of dividends;

b) Setting of strategic direction, monitoring of operational performance and management
processes and policies and compliance levels;

c) Integrity and quality of communication with stakeholders; and
d) Appointing ZRL Managing Director/Chief Executive Officer.
The Board is assisted in its functions by three (3) Board Committees and these are namely:
i.  Finance and Administration Committee
ii. Technical Committee
ii.  Audit and Risk Committee

A fourth Board Committee has been proposed and is yet to be established, within the plan
period. The proposed name of the committee is Real Estate Committee.
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The ZRL Board has at its disposal a number of advisors that include; Ministry of Transport,
Attorney General, Ministry of Finance, Secretary to the Cabinet, Industrial Development
Corporation, Zambia Development Agency, Patents and Companies Registration Agency, Bank
of Zambia and other Government Agencies.

2.3 ZRL’S BUSINESS

ZRL has four (4) business units namely Freight, Passenger, Real Estate, and Engineering Services.
The Freight Business Unit is the main contributor towards ZRL’s total revenue.

2.3.1 FREIGHT BUSINESS

This is ZRL’s main revenue generator. The company provides freight train services on the mainline
and branch lines from Victoria Falls to Kitwe, the Inter- mine region and the Nacala Railway
Corridor. The railways were initially constructed to service the Mining Sector in the region.
However, due to Industrialization, there has been diversification to also service the Agricultural,
Manufacturing, Construction and Energy sectors.

To ferry over border traffic, the Company has business agreements with contiguous railway
administrations in the sub-region. The agreements describe the mode of train operations among
the respective railway administrations. For instance, ZRL has business agreements with National
Railways of Zimbabwe (NRZ), Tanzania Zambia Railway Authority (TAZARA), Transnet Freight
Railways (TFR) of South Africa and Beit Bridge Railways (BBR) of Zimbabwe.

Freight train operations enable the economy to be efficient and competitive for increased trade
by providing bulk cargo transportation and low-cost logistics solutions.

Goods Train in transit
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2.3.2 PASSENGER SERVICES

Currently ZRL operates two (2) passenger trains per week on the mainline between Livingstone
and Kitwe and four (4) mixed trains per week between Mulobezi and Livingstone. Currently the
company provides long distance passenger services to an average of 200,000 people per year.

§
§
N
\

Passengers at Lusaka Railway Station

2.3.3 REAL ESTATE BUSINESS

ZRL owns buildings and bare land in different locations from Livingstone to Chililabombwe. The
company generates revenue from some of the rented out property.

2.3.4 ENGINEERING SERVICES

ZRL provides Engineering Services to support train operations, and also provides Engineering
Services to various clients to generate revenue. In this plan, ZRL intends to expand its Engineering
Services, clientele base and increase revenue generation.




Employees at Main Workshops -Kabwe

2.4 THE RELATIONSHIP BETWEEN ZRL MANDATE AND BUSINESS

ZRLl’s mandate to operate freight and passenger trains, as incorporated in the Railways Act of
1984, runs three business units namely Freight, Passenger, and Estates Business Units. Out of
the three business units, Freight is currently the major business domain.

To support the main business domain, ZRL operates a total track length of 1,248km single line
of 1,067mm gauge made up of the following track segments:

a Mainline from Victoria Falls Bridge to Kitwe (848 km);

b Branch Lines (214 km);

o The Mulobezi Line (162 km); and

d The Chipata- Mchinji Line (24 km).

In the sub-region, ZRL is linked to almost all the ports in Southern Africa (SADC Region) as
shown in the figure below.




Figure 2 - Linkages to the Sea Ports
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Currently ZRL employs around 872 employees with offices dotted throughout the rail network.

To execute ZRL’s mandate, the company owns 25 locomotives (including 1 steam locomotive) out
of which 13 locomotives are operational. In terms of wagons and carriages, the company owns
a fleet of 1,745 wagons of various types out of which 1,300 are operational and 60 passenger
coaches (out of which 37 are operational).

The main Workshops for heavy repairs, rehabilitation and maintenance of the rolling stock are
located in Kabwe. Further, the company also has repair depots for its rolling stock in Livingstone,
Ndola and Kitwe.

Until the 1990s, ZRL was the main carrier of bulk cargo and passengers. Today, the road is the
main carrier of both freight and passengers. However, traffic is steadily increasing by rail.

2.5 CUSTOMER VALUE CREATION AND DELIVERY

ZRL’s customer value creation and delivery has been analyzed using Porter’s Value Chain
Matrix. The Matrix has highlighted the combination of major activities required by ZRL to
provide competitive and sustainable rail transport and logistics solutions to the satisfaction of
its stakeholders. The activities have been broken into primary activities and support activities.

The Primary activities include all direct activities required to move client’s cargo and generate
revenue for ZRL in return. These activities are marketing and selling of ZRL’s services, provision
of rolling stock and rail line, train operations, and tracking of trains. The value delivered to
customers is the bulk movement of cargo offering economies of scale for bulk carriers.

The Support activities which include Procurement, Insurance of goods, Human Resource
Management, Information and Communication Technological (ICT) Development among others
supports the primary activities and many more.




Level of Power

Figure 3: customer value creating and delivery
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PRIMARY ACTIVITIES

The combination of the Primary and Support activities will create and deliver value for ZRL’s
stakeholders. The combination of the activities is meant to provide transport and logistics
solutions at a lower cost, and thereby provide affordable services to clients, realize profits for
ZRL and declare dividends to shareholders.

2.6 STAKEHOLDER ANALYSIS

ZRL has identified critical and influential stakeholders that exhibit high level of interest and
power in the business operations. In order to adequately manage and serve them, a stakeholder
mapping has been done as illustrated below:

Table 1 - Stakeholder analysis

ngh TO BE KEPT INFORMED & SATISFIED TO BE MANAGED CLOSELY
= Suppliers, Contractors & Cooperatives =  Customers
= Financial Institutions = Employees
=  Community =  Shareholders (IDC)
= Local Councils =  Ministry of Transport
= Ministry of Lands = ZRL Board
= Railway Workers Union of Zambia (RWUZ)
= Regional Railway Operators
= Regulatory bodies (GIR, ZEMA, ZPPA)
=  The media
= Political players
TO MONITOR WITH MINIMUM EFFORT
=  Non-Governmental Organizations (NGOs)
Low High

Level of Interest




The company will ensure that all its stakeholders are being managed and served adequately and
constantly communicated to despite their level of interest and power.

Stakeholder Engagement Strategy

ZRL has drawn up a strategy in order to avoid being swayed and probably get off course in light
of powerful stakeholders. This plan, whose outline is shown below in the stakeholder matrix, will
therefore be the main platform for engagement and financing.

Table 2 - stakeholder engagement strategy

High Power & Low Interest:
Keep satisfied & Informed

High Power & High
Interest:
To be managed closely

Low Power & High

Interest:

To be kept informed

Low Power & Low Interest:
To monitor with minimum
effort

Political players

Stakeholders: Stakeholders: Stakeholders: Stakeholders:
=  Suppliers, =  Customers = Potential " Non-
Contractors & =  Employees Investors Governmental
Cooperatives =  Shareholders =  Provincial Organizations (NGOs).
* Financial (IDC) Government
Institutions *  Ministry of Offices
=  Community Transport = Security Wings
» Local Councils » ZRL Board = Southern
=  Ministry of Lands = Railway Workers African Railways
Union of Zambia Association
(RWU2) (SARA)
= Regional Railway
Operators
= Regulatory bodies
(GIR, ZEMA,
ZPPA)
= The media

Management Strategy:

Management Strategy:

Management Strategy:

Management Strategy:

Timely payments
Time to pay
agreement
Continuous
engagement
Public Address
systems

Media
announcements

Continuous
submission of
performance
reports
Publication of
audited accounts
Attending
conferences
Union
management
liaison meetings
Annual
inspection-
compliance
Meetings with
stakeholders
Website updates

Sign Non-
Disclosure
Agreements
Meetings with
stakeholders
ZRL
representation
in SARA
Submission of
data to potential
investors

= Continuous
engagement
through various
platforms like
meetings




CHAPTER 3:

SITUATIONAL ANALYSIS

The Situational Analysis has been done at four (4) levels using the Global and Regional analysis,
the Local PESTEL analysis (Political, Economic, Social, Technological, Environmental, and
Legal), the SWOT analysis (Strength, Weakness, Opportunity, and Threats), and the Industry
Forces Analysis.

3.1 THE GLOBAL AND REGIONAL ANALYSIS

The global and regional changes have an impact on the ZRL’s operations. The
foreseeable changes in the environment, opportunities and threats associated with the
change, are analyzed in table 4 below:
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CHAPTER 4:

ZRL STRATEGIC DIRECTION

This section covers the main Strategic Business Plan (SBP) and is informed by analysis of previous
chapters. The strategic direction that ZRL will take is already predetermined in the 7" National
Development Plan (7NDP), IDC Strategy, National Transport Master Plan (NTMP) and National
Transport policy (NTP). The ZRL SBP is therefore an effort to domesticate for ZRL its precise role in
consideration of both the micro environment within ZRL and its operating environment externally.
The following Vision and Mission statements are supporting the achievement of the Seventh National
Development Plan (7NDP) which is in line with the Zambia Vision 2030.

4.1 Motto

Wheels of the Nation
4.2 VISION

The preferred rail transport and logistics solutions provider
4.3 MISSION

To provide competitive and sustainable rail transport and logistics solutions to the satisfaction
of our stakeholders.

4.4 VALUES
Service:

WE believe in delivering excellent service and value to stakeholders. We take time to understand
I stakeholder needs and always strive to satisfy their needs.

Team Work:

WE value teamwork. We believe team work will sustain efficiency and effective service delivery.
We recognize the contribution and value of individuals in a team.

Integrity:

WE will do what we say we will do. We will up-hold professional and ethical business practices.
The company’s interactions with stakeholders will be done transparently for mutual benefits. We
will ensure honesty, integrity and respect to all.

Innovation:

WE are creative, bold and believe in continuous learning. We believe these will sustain total
quality consciousness in the organization.

Professionalism:

WE uphold high quality standards and ethics in our dealings to enhance professional competence
by providing the highest level of service.

Enterprise:

WE are an entity whose values transcend into continuous provision of rail transport and logistics
solutions to the satisfaction of all Stakeholders. We are conscious of creating value in the Company
and driving the business forward.

4.5 STRATEGIC GOALS AND OBJECTIVES

ZRL, based on the SWOT, PESTEL and the Industry forces Analysis has identified the key strategic
focus areas (strategic goals) herein under, which constitute the key areas of primary focus of the
organization during the duration of this strategy.
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Table 10 - Strategic Goals and strategic objectives

STRATEGIC
GOALS STRATEGIC OBJECTIVES
® Increase freight revenue generation by an average of 17% annually
Strategies:
° Grow over boarder traffic & increase US Dollar earnings by an average of 17% annually;
e  Attain at least 412km average distance of traffic haulage per ton from 2022 to 2025 and prioritize
high paying commodities.
° Improve wagon utilization for local traffic from 1.5 to 2 times per month by 2022.
° Improve percentage of local backhaul movement from 27% in 2020 to at least 35% beginning
2022
° Improve percentage of over border backhaul movement from 50% in 2020 to at least 70%
effective 2022
° Enhanced collaboration with contiguous railway administrations
° 100% signing of Service Level Agreements (SLAs) and contracts with major clients by 2022.
Beyond 2022, all clients to sign SLAs and contracts with ZRL.
° Optimize Resource utilization through:
° Operating cost reduction from 77% in 2021 to at most 60% of total revenue effective 2022.
° Improve return on assets from 2% of total revenue to 5% in 2025.
° 100% revenue generation growth from workshop activities in 2021, and 11% annual growth
1. Improve from 2022 to 2025.
f'g::l%il Strategies:
P ° Keep the growth of manpower related cost within the inflation band of 8% to 11% every two

years

e Improve manpower related cost over total cost, from 52% in 2020 to an average of 33% annually
throughout the plan period.

Implement the Performance Management System (PMS) by 2021.

Implementing fuel management systems by 2021.

Maintain or improve the current fuel efficiency ratio of 0.012 L/NTKM

Partnership within the IDC group of Companies, Kabwe Chamber of Commerce, etc., for the
utilization of workshops starting 2021.

Undertake asset register audit by end of 2021

Disposal/selling of assets that are no longer needed for ZRL use every year.

Reduce operating costs related to first & last mile delivery from 0.4 CTKM to 0.32 CTKM.

Create a Real Estate subsidiary company by 2021 for optimal performance which shall among
other things;

Undertake client register audit by end of 2021.

Review and sign lease agreements with clients by 2021.

Develop underdeveloped land and buildings

Improve cashflow position (operating cashflow ratio from 0.64 in 2020 to 1.56 in 2025)

Strategies:

e Sign off-take agreements with all/most major clients by end of 2021.

¢ |Intensify debt collection and attain at least 95% debt collection effective 2022.

e Have payment plans with all creditors by 2021.

e Secure at least USD75 Million for capital injection, based on our statement of Financial Position by
2022.

e Secure funding through;

¢ | everaging off-take agreements for capitalization of business by 2022.

e | everaging carbon emissions reductions/off-sets to access green funding, etc. by 2022, riding on
clean energy campaign

¢ Reduced Exposure to Enterprise Risks

Strategies:

¢ Develop and implement a risk register by 2021.

e Come up with payment plans with all creditors by 2021.
e Classification and monitoring of risk exposure.
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Table 10 - Strategic Goals and strategic objectives Continued

STRATEGIC

GOALS STRATEGIC OBJECTIVES

i.Improve transit time between Ndola and Livingstone:
2020 2021 | 2022 | 2023 | 2024 | 2025

Freight Train 72 69 66 62 58 54
Passenger Train (Kitwe - Livingstone) 42 40 38 37 35 34
Strategies:

= Prioritize patch work of rail line maintenance on high traffic density areas up to 2022.

=  Acquire funding for improving the maintenance of the entire rail network in 2021.

= 90% timely dispatch and arrival of trains at all stations beginning 2022 from 75% in 2020.
=  Acquire locomotives on lease basis in line with traffic demand.

ii. At least 90% rolling stock availability and reliability.

Strategies:
= One (1) train set of wagon rehabilitation by 2021, and two (2) in 2022.
= Purchase 300 wagons by 2024.
= Purchase 4 locomotives by 2024.
= Hire of at least 6 good order locomotives up to end of 2024.
= Revise and begin implementing rolling stock scheduled maintenance plan/Maintenance
Management System by (MMS) by 2022.

1. Operational
Efficiency

iii. Improved ICT systems

Strategies:

= Implementation of Train Management systems by 2022

= To introduce and implement the ERP system and supporting equipment effective 2021
= Qutsource ICT solutions beginning in 2021

iv. Improve track infrastructure by uplifting Temporal Speed Restrictions (TSR) by at least 70% by
2025.

Strategies:

= Prioritize patch work of rail line maintenance on high traffic density areas in 2021.
= Acquire funding for improving the maintenance of the entire rail network in 2021.
=  Reduce number of derailments and TSR distance:

Baseline
2020 2021 2022 2023 2024| 2025
No. of infrastructure derailments 107 100 95 90 60 50
TSR distance (less than) 50KM| 50KM| 45KM 25KM 20KM| 15KM
V. Enhance Strategic Partnerships
Strategies:

1. Operational

Efficiency = 100% signed agreements with contiguous railway administrations by 2021.

= |mplementation of Memorandum of Understanding with road haulers i.e., COTA, PTAZ,
TAZ, etc., in 2021 for first and last mile delivery.
= Partner with top performing clients to develop and/or maintain railway sidings by 2021.
vi . Improve Human Capital
Strategies:
= Implementation of the PMS by 2021.
= |mplementation of innovation awards policy by 2021.
= Acquire accreditation from reputable learning institutions for certification of train
drivers, train assistants, shunters and rolling stock related workers by 2021.
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Table 10 - Strategic Goals and strategic objectives Continued

STRATEGIC
GOALS STRATEGIC OBJECTIVES
i. Enhanced Corporate Reputation and Increased visibility of ZRL
Strategies:
= Intensify publicity to increase visibility for ZRL through TV shows, social media platforms &
adverts
= Regular website updates, i.e., daily, weekly, monthly, etc.
= Participation in local and international conferences and exhibitions
= To find a co-sponsor for Kabwe warriors FC by end of 2021
ii. Increase strategic partnerships
Strategies:
= Sign and implement MoUs and contracts with prospective business partners
= Engage potential partners in the IDC group of Companies for commercial projects
1. Enhanced
public image [iii. Reduce litigation exposure
and good
stakeholder Strategies:
relationship = Effective contract management
= Engage mediators where necessary to settle cases
= Ensure that ZRL is compliant to all laws and statutes and attain zero new law suits out of non-
compliance each year beginning 2021
= Agree and implement payment plans for ZRL’s creditors and attain zero new law suits out of
non-adherence to the plan each year beginning 2021
iv. Attain Customer satisfaction of at least 80% each year
Strategies:
= Review tariff rates and offer cost reflective services
= Customer engagement and timely response to customer needs using commercial
representatives
= |mplementation of customer satisfaction surveys by 2021 — online and physical platform
= Partnership with clients for development and/or maintenance of railway sidings
i Improve Staff Recruitment
Strategies:
=  Employment of qualified personnel.
=  Develop a succession plan policy by 2021.
= Continued inhouse training, i.e., Management Trainee program
ii. Retain technical skill
2. Enhance Strategies:
Human = Develop a succession plan policy by 2021.
Capital = Maintain at least 20% employee skill development per annum.
and
Capacity iii. Enhance staff productivity and improve work culture
Strategies:
= Review salaries annually with periodic assessments of salary marketplace.
= Sustenance of industrial harmony.
= Quarterly management-union staff meetings.
= Implementation of a performance management system by 2021.
= To implement an innovation reward system by 2021.
= Implement leadership programs, team building, mindset change programs
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CHAPTER 5:

ZRL STRATEGY IMPLEMENTATION

This section provides the company’s organization structure, which shall implement this strategy,
as well as the framework for the implementation of the SBP. It details the alignment of key
dimensions which include people, supporting activities, Organizational structure and culture and
leadership to the successful implementation of the SBP. The implementation plan for the SBP is
covered under this section.

MANAGEMENT AND STRUCTURE

The key champion in ensuring the implementation of the Strategic Plan rests with the top
leadership in any organization. In the case of ZRL, the Chief Executive Officer (CEO) will take
the overall responsibility of ensuring that the plan is successfully implemented. The CEO will be
supported by the six (6) directorates who will be in charge of all operational aspects of the plan
implementation. These include the:

a. Directorate of Finance

b. Directorate of Legal Services (Company Secretary)
c. Directorate of Operations

d. Directorate of Technical Services

e. Directorate of Human Resources and Adminstration

f. Directorate of Commercial
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ALIGNMENT FOR IMPLEMENTATION

To assist in the implementation of the strategic business plan, key dimensions which include
people, supporting activities, organizational structure and culture and leadership have been
identified and shall be aligned to the implementation of strategy in the following manner.

5.3.1 PEOPLE

» To successfully accomplish the strategy, ZRL needs to have people with the right and
appropriate skills. This will be achieved through the implementation of the following strategies:

» |mplementation of training & development programs

= Mentorship and sensitization programs on mindset change to have personnel with attitudes
that support the implementation of strategy

= Succession plan to be 100% in place and implemented

=  Employment of qualified personnel.

= Create a conducive work environment for worker

5.3.2 SUPPORTING ACTIVITIES

» Strategy is a system of inter-dependent parts and the successful implementation of
strategy depends on the various elements of the system support each other. For ZRL, the
following supporting activities are critical to the implementation of strategy:

- Resource mobilization for recapitalization of company operations leading to:
- Rehabilitation of the railway infrastructure.

= Acquisition of rolling stock assets.

» |ncrease strategic partnerships to undertake various development projects through various
partnership models.

» Training and capacity building of employees.

= Conduct required studies for the implementation of activities under the plan

= Obtain necessary authorities, possible tax waivers and exemptions, etc. before the
implementation of the respective activities.

» Periodic review of the SPB.

* Integration of departmental operations.

5.3.3 ORGANIZATIONAL STRUCTURE

ZRL will continue with Re-alignment of the organizational structure in line with the SBP. It is
critical that the organizational structure be based on the new strategy and must attempt to
specify tasks responsibilities and reporting relations among the employees of ZRL.

5.3.4 CULTURE AND LEADERSHIP

= Top of the list on the adopted culture for ZRL is teamwork. All major decisions affecting the
business are made through a consultative process. Furthermore, the company upholds the
following qualities for teamwork to succeed:

= Attention to results

= Being accountable

» Effective communication

Openness and Trust

= Culture sets the tone for managerial and employee behavior, view of the workplace, employee
loyalty to the company and how things are done. To create a good organizational work culture,
ZRL is implementing the following strategies:

= Development and implementation of change management programs.

= Implementation of team building programs.
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CHAPTER 6:

ZRL STRATEGY MEASUREMENT AND TRACKING

6.1 STRATEGY MEASUREMENT- BALANCED SCORE CARD

The measurement of the implementation of the strategy by ZRL will be undertaken using the
Balanced Score Card Model. The performance of ZRL will be covered from (4) four distinct but
related and interdependent perspectives, namely:

» Financial perspective;

= (Customer perspective;

» |nternal business perspective; and

» Learning and growth perspective.

On a regular basis i.e., monthly, quarterly, biannually and annually, performance reviews will be
conducted to evaluate the accomplishment of objectives and goals. The reviews will be carried
out on the actions in the SBP implementation plan so that progress can be monitored and
feedback documented and reported to the ZRL Board, the IDC and other key stakeholders. The
Corporate Planning Department in liaison with departments implementing the action plan will
monitor the progress on activities being undertaken. The figure below shows the key measures
target and targets using the BSC Model.
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6.2 PERFORMANCE MONITORING AND EVALUATION

ZRL will undertake two levels of monitoring and evaluation. The first level is at the ZRL itself and
the performance of its activities. The strategic plan implementation matrix contains performance
indicators for purpose of performance monitoring. Evidence based data will be collected in line
with the key performance indicators on regular basis. It is anticipated performance monitoring
reports from various directorates will be presented in line with the objectives of this strategic
plan. Administrative and support departments will also present their annual performance reports
during the review.

On a regular basis i.e., monthly, quarterly, biannually and annually, performance reports will
require to be submitted to directly govern organs and stakeholders. The Corporate Planning
Department will check for monitoring the progress on activities being undertaken.

The M&E team (Corporate Planning Department) will develop manuals detailing the procedures
to be followed to ensure comprehensive data collection, analysis and dissemination. The M&E
manuals will show which data will be collected, how it will be collected and captured, analyzed,
presentation and disseminated and how it will be used to improve decision making within ZRL.

Target based performance appraisal will be introduced for both management and staff. The
targets will be drawn from the strategic plan and cascaded to various departments, sections and
units in an integrated and consistent and coherent manner. It is anticipated that this will improve
strategy implementation and success of ZRL as an institution.

A Monitoring and Evaluation framework will be developed and rolled out to enhance the
implementation of the plan.




CHAPTER 7:
STRATEGIC PLAN RISK MANAGEMENT

Risks are inherent in the implementation of the SBP. Therefore, ZRL will have to implement
mitigating measures as well as draw up contingent actions in good time to prevent any possible
threats to the achievement of set objectives and targets. Some of the risks identified in the
course of the risk management analysis include internal and external issues. The detailed risk
management plan is attached below as annexure V. The internal and external derived from the
SWOT analysis are analyzed here, below:

7.1 INTERNAL RISKS

- Employee resistance to change

- Expired contracts with continued service

- Foreign wagons dwelling more in Zambia than ZRL wagon dwelling on foreign Lines
- Non-realization of re-capitalization

7.2 EXTERNAL RISKS

- Supplier risk- potential failure by supplier to comply with contractual terms
- political will

- Possible budget overruns

- Economic conditions

- Natural and human-caused disasters e.g., COVID 19 Pandemic

Table 14 - Internal Risks

Risk Impact Strategic Response

Internal Risks

Employees resistance to Employees: - Mentorship and sensitization
change Failure to accept modernized programs
operations may affects ZRL’s - Quarterly management — union staff
smooth operations meetings
Expired contracts with In case of default, no legal action ERP software is being developed to
continued service would be taken help track the validity of tenancy

agreements and other contracts
entered into.

Foreign wagons dwelling Increased liability resulting into poor |- Intensify monitoring of foreign

more in Zambia than ZRL liquidity wagons

wagon dwelling on foreign - Full enforcement of demurrage
Lines

Non-realization of re- Failure to fully execute the SBP Continue sourcing for investment from
capitalization prospective financiers, and/or consider

internal financing.




Table 15 - External Risk
Risk

External Risks

Impact

Strategic Response

Failure by supplier
to comply  with
contractual terms

Procured goods or services not
meeting ZRL’s specifications
which would compromise
operational efficiency

supply contracts to create a strong
customer-client relationship
- Due diligence

Possible budget overrun in
the re-capitalization project

- ZRL may not procure all the
identified project activities, and
thereby failure to fully implement
the SBP

- Procuring goods and services at
benchmarked prices

- Budget for providing contingencies
for unforeseen circumstances

Political will (Uncertainties
in the political environment
either in Zambia or abroad)

Changes in ZRL’s business operations
could affect implementation of the
SBP

ZRL to keep a close eye on the
uncertainties in the political environment
internally or abroad in order to position

itself and plan ahead

Economic conditions Changes in economic conditions
both internally and abroad e.g.,

Commodity prices, exchange rate,

ZRL to keep monitoring dynamic
conditions and economic fundamentals
both internally and abroad in order to

Inflation rate, could affect ZRL’s | plan ahead.
business
Natural and human-caused |- Affects physical social interaction | - Increase advertisements and publicity
disasters e.g., COVID 19 with customers due to Covid-19 to reach out to clients
Pandemic which affects business - Use of digital solutions to service
- Business disruptions clients
- Increase participation in local

movements to address business
disruptions in foreign countries

- Formulation of Business Continuity
plan to re-strategize against the
disruption

The identification of risks started during the development of the SBP. The number of risks may
increase as the SBP matures through its life cycle. Risk registers will be kept by ZRL and the
Risk Management Teams to ensure that risks are identified, registered and managed through the
recommended and appropriate risk management process.

To produce tangible results, ZRL will ensure correct alignment in all the processes including
operations, people, supporting activities, organizational structure, culture and leadership
alignment.

The implementation of the SBP will require innovativeness, commitment and teamwork among the
ZRL Board, Management and key stakeholders such as the Shareholders (IDC), the Government,
Financial Institutions, the private sectors, strategic partners, etc. whose support is very critical.




CHAPTER 8:

CONCLUSION

This Strategic Business Plan, envisioned to make ZRL the preferred transport and logistics
solution provider spans over the period 2021 to 2025. It emphasizes on the optimal utilization
of internal resources for the company to offer competitive and sustainable railway transport and
logistics solutions to the satisfaction of ZRL’s stakeholders. Over the plan period, ZRL will remain
disciplined to channel its resources to ensure stakeholder satisfaction and attain an average total
revenue growth of 17% annually. This implies that ZRL will grow its total revenue by about 89%
in the final year of this plan, compared to 2021.

The plan takes into consideration uncertainties in the operating business environment over
the period. In this regard, strategies have been identified and will be implemented to mitigate
foreseeable negative impacts on ZRL. Further, Business Continuity Plans will be developed to
deal with unforeseeable negative circumstances.

In the course of the plan, the Company will implement strategies meant to ensure human capital
productivity, industrial harmony, retention of technical expertise and measures that instill the
company’s core values and promote good work culture. This is important to the attainment of
this Strategy.

In addition, the execution of this strategy hinges on external financing, customer collaboration
and shareholder support. The company will remain committed to sourcing for external funds,
ensure customer satisfaction, and continued engagement with the shareholder. There will also
be collaboration with the Government through the Ministry of Transport and Communication for
policy direction.

Finally, ZRL will form strategic partnerships within the IDC Group of Companies, road haulers,
clients, private companies, learning institutions, railway administrations, etc., to execute the
strategy and meet the respective goals.
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MAIN UNDERLYING ASSUMPTIONS TO THE PROFIT AND LOSS STATEMENT
1. Availability and growth of freight traffic in the market

2. ZRL will continue to use hired locomotives. Between 2022-2023, eight (8) hired locos will be
used and five (5) between 2024 & 2025 for mainline Operations.

3. Between 2022-2024, three (3) SMH locos & one (1) GT will be used for mainline Ops. One (1)
SMH locomotive will be dedicated to shunt operation effective 2024.

4. ZRL will procure four (4) new locomotives and three hundred (300) wagons which will be
delivered in 2024.

5. Over-boarder transit time will reduce from 72 hrs. to 54hrs by 2025 i.e., 3-4 hrs. reduction per
annum.

6. Local transit time will reduce from 36 hrs. to 27 hrs. by 2025 i.e., 2-3 hrs. reduction per
annum.

7. ZRL will continue to use foreign wagons via interchange
8. Over-boarder backhaul will improve to 70% effective 2022
9. Local backhaul of traffic will improve to 35% effective 2022

10. Between 2022 and 2025, ZRL will be generating other income from interchange, dividend,
workshops & sale of non-performing assets

11. Manpower costs will be growing every two (2) years at 10%
12. Fuel costs will be maintained at 17% of freight & passenger revenue per annum

13. Repairs & maintenance will be maintained at 5% of revenue between 2022 & 2023 and 7%
of revenue between 2024 & 2025.

14. Administration and general costs will be maintained at 5%
15. Operating and others costs will be maintained at 2% and 3% of revenue respectively

16. Depreciation will be constant between 2021 and 2023, and will increase effective 2024 with
the purchase of new rollingstock.

17. Freight debt collection of 95% effective 2022 will be implemented in order to pay back the
loan.

18. The loan amount of $75 Million will be secured in 2021. The interest rate for the loan amount
is 12% with tenure of 7 years.

19. The exchange rate of 21.04 ZMW/USD shall be used during the plan period.
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ZAMBIA RAILWAYS LIMITED
CONTACT DETAILS:

Zambia Railways

Head Office

1st Floor ,

Shitima House

Kafue River Avenue
P.O.Box 80935

KABWE

Tel: 05-227008

Email: zrl-ceo@zrl.com.zm
Website: www.zrl.com.zm

Ind ial -
A Member of Deveiopment Group of Companies

Corporation




