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Zambia Institute for Policy Analysis and Research - ZIPAR
Financial Statements for the year ended 31 December 2023

Notes to the Financial Statements (continued)

2023 2022

23. Financial instruments — Risk management (continued)
(i) Credit risk management (continued)
Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
credit risk at the reporting date was as follows:

Credit Risk Exposure

Receivables 3,221,367 1,388,254

Prepayments 115,013 70,355

Cash and Cash Equivalents 18,132,905 15,068,902
21,469,285 16,527,511

(ii) Market risk

The Institute’s activities expose it primarily to the financial risk of changes in foreign currency exchange rates
(see below). The Institute does not trade in any derivative financial instruments to manage its exposure to
interest rate and foreign currency risk, including forward foreign exchange contracts to hedge the exchange rate

risk.

There has been no change to the Institute’s exposure to market risks or the manner in which it manages and
measures the risk.

Foreign currency risk management

The Institute undertakes certain transactions dominated in foreign currencies. Hence, exposures to exchange rate
fluctuations arise. Exchange rate exposures are managed within approved policy parameters as approved by the
Board.

(iii) Interest rate risk

The Institute is not exposed to interest rate risk on its bank accounts and does not hold any interest bearing financial
instruments.
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Notes to the Financial Statements (continued)

(i) Credit risk management (continued)

Interest rate risk management

2
The exposure to interest rate risk is reviewed regularly by management to align with interest rate reviews and
defined risk appetite, by either positioning the statement of financial position or protecting interest expense
through different interest rate cycles.

The Institute’s exposure to interest rate is low as they do not have interest bearing borrowings and invest in fixed
interest bearing investments.

(iv) Liquidity risk management

Liquidity risk is the risk that the Institute will encounter difficulty in meeting the obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. The Institute's approach to managing
liquidity is to ensure as far as possible that it will have sufficient liquidity to meet its liabilities when they are due
under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the
Institute’s reputation.

The Institute aims to maintain a sufficient level of liquidity to meet its contractual repayments.

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has established an
appropriate liquidity risk management framework for the management of the Institute’s short, medium and long-
term funding and liquidity management requirements. The Board manages liquidity risk by maintaining adequate
reserves, banking facilities, continuously monitoring forecast and actual cash flows, and matching the maturity
profiles of financial assets and liabilities.

The following table details the Institute's remaining period for contractual maturity of its non-derivative financial

assets and liabilities. The table below has been drawn up based on the contractual maturities of the financial assets
and liabilities.
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Notes to the Financial Statements (continued)

(iv) Liquidity risk management (continued)

2023

Liabilities
Contract Liabilities
Research and Other Payables

Assets

Cash and Cash Equivalents
Receivables

Prepayments

2022

Liabilities
Contract Liabilities
Research and Other Payables

Assets

Cash and Cash Equivalents
Receivables

Prepayments

Fair value measurements

3 months- 1

1-3 months 1-5years TOTAL
. year
K K K K
600,415 - - 600,415
1,642,701 140,000 6,060.177 7,842,878
2,243,116 140,000 6,060,177 78,443,293
18,132,905 - - 18,132,905
2,286,707 226,899 707,761 3,221,367
115,013 - - 115,013
20,534,625 226,899 707,761 21,469,285
1-3 months S manths - 1 1-5years TOTAL
year
K K K K
2,223,114 . . 2,223,114
1,508,672 206,930 4,953,355 6,668,957
3,731,786 206,930 4,953,355 8,892,071
15,068,902 - = 15,068,902
667,975 - 720,279 1,388,254
70,355 . - 70355
15,807,232 - 720,279 16,527,511

The information set out below provides information about how the Institute determines fair values of various

financial assets and financial liabilities.

The following table provides an analysis of financial instruments that are measured subsequent to initial recognition

at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable:

e Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level includes listed
equity securities and debt instruments on exchanges (for example, Lusaka Stock Exchange).

e Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices).

e Level 3 — Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
This level includes equity investments and debt instruments with significant unobservable components.
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Notes to the Financial Statements (continued)

23. Financial instruments- Risk management (continued)

Fair value measurements (continued) .

This hierarchy requires the use of observable market data when available. The Institute considers relevant and
observable market prices in its valuations where possible.

There were no financial assets and liabilities that are measured at fair value on a recurring basis during the period.
The Institute considers that the carrying amounts of financial assets and financial liabilities recognised in the
financial statements approximate their fair values.

24, Related party transactions

The Institute undertakes to disclose the nature of related party relationships, and types of transactions necessary
for the understanding of the annual financial statements.

In the context of the Institute, related party transactions include any transactions carried out with any of the
following:

e Government ministries and parastatals;

* The Board; and

* Key management personnel.

The transactions to be reported are those that affect the Institute in making financial and operating decisions.

i) Transactions during the year

1) Revenue grants received from related parties 2023 2022
K K
Government funding received 20,931,220 20,662,587

1)) Compensation of Directors and key management personnel

The remuneration of Directors and key management is determined by the Institute having regard to funding
and market trends.
The remuneration of the Board and key management during the year was as follow

2023 2022
K K
Directors’ remuneration 68,935 218,958
Board expenses 72,902 88,187
Key management compensation 4,691,370 4,766,894
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Notes to the Financial Statements (continued)

24. Related party transactions (continued)

(i) Balances due to/from related parties 2023 2022
K K
(a) Balances due to/from key management:
o Loans due from Key management personnel 228,557 86,776
e Gratuity due to key management personnel 2,955,905 :1,2_86,25
e Leave pay due to key management personnel - 322,080 436,158

25. Contingent liabilities
The Institute had no contingent liabilities as at 315 December 2023 {2022 - Nil )

26. Capital commitments
The Institute had no capital commitments as at the year-end (2022 — Nil).

27. Events after the reporting date

The Institute has evaluated subsequent events through to the date the financial statements were available for
issuance, and has determined that there has not arisen since the end of the period any transaction or event of a
material and unusual nature likely, in the opinion of management, to affect substantially the operations of the
Institute, the results of those operations or the state of affairs of the Institute in subsequent financial periods.

28. Comparative figures
Comparative figures, where necessary have been reclassified to allow meaningful comparisons with the current

year.
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Appendix 1: Detailed Statement of Comprehensive Income

2023 2022
K K

INCOME Note
GRZ Grant Received 20,931,220 20,662,587

12 - 20,931,220 20,662,587
OTHER INCOME
Income from Consultancy 7,268,891 6,530,122
Interest Received 191,967 252,557
Foreign Exchange Gain 15,476 1,613
Interest Earned from Staff Loans 67,870 61,034
Other Income - 19,626
Amortisation of Capital Grant 289,874 124,583

13 7,834,078 6,989,535
TOTAL INCOME 28,765,298 27,652,122
RESEARCH AND OTHER EXPENDITURE
Bank Charges 14,286 13,095
Cleaning & Sanitation 37,357 37,903
Fuel & Qils 352,251 367,385
Computer Expenses 152,009 354,476
Courier & Postage 26,171 10,451
Depreciation 524,621 319,972
Electricity & Water 86,500 76,500
Policy Dialogue & Dissemination 980,952 269,570
Staff Training 4,800 -
Research Studies and Activities 3,454,494 3,731,808
Conferences & Seminars 993,931 248,330
Miscellaneous . 1,575
Insurance 49,074 119,758
Audit Fees - 158,600
Board Expenses 72,902 307,955
Procurement 33,381 8,425
Recruitment 46,537 3,564
Advertising - 28,052
Professional Fees 38,190 46,357
Magazines & Journals 27,947 26,030
Motor Vehicle Expenses 12,487 55,741
Printing & Stationery 228,249 249,295
Profit & Loss on Foreign Exchange - 42,288
R & M - Motor Vehicle 286,433 120,793
R & M - Computer 23,549 36,660
R & M - Furniture, 166,695 25,560
R & M - Building 24,132 3,495
Transport Allowance 12,868 14,805
SUB-TOTAL 7,649,816 6,678,443
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Appendix 1: Detailed Statement of Comprehensive Income (continued)

2023 2022
- K K
Lunch Allowance 1,185 10,390
Gratuity 2,183,580 2,110,693
Leave Pay N 430,804 204,880
Staff Welfare 1,914,805 1,149,032
Salaries and Wages 10,625,796 10,796,855
NAPSA Contribution - 405,597 434,062
Workers Compensation 11,664 19,688
NHIMA - Employer's Contribution 81,668 77,753
Telephone, Internet & Fax 302,012 259,328
Official Entertainment 171,530 34,705
Revaluation Loss - s 76,615
SUB-TOTAL 16,128,641 ) 15,174,001
TOTAL EXPENDITURE 23,778,457 21,852,444
SURPLUS FOR THE YEAR 4,986,841 5,799,678
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