
Integrated report 2017 page 150

NOTES TO THE AUDITED SUMMARISED CONSOLIDATED  
FINANCIAL STATEMENTS

1. BASIS OF PREPARATION
The audited summarised consolidated financial statements are prepared in accordance with the minimum requirements of IAS 34 Interim Financial 
Reporting, and the provisions of the Companies Act of South Africa applicable to financial statements. The accounting policies applied in the 
preparation of the summarised consolidated financial statements were derived in terms of International Financial Reporting Standards (IFRS). These 
audited summarised consolidated financial statements do not include all the information required for the full annual financial statements and 
should be read in conjunction with the consolidated annual financial statements as at and for the twelve months ended 31 March 2017. 

These audited summarised consolidated financial statements have been prepared under the supervision of MMT Ramano CA(SA), chief financial 
officer, and were approved by the board of directors on 6 June 2017. 

The accounting policies and methods of computation used are consistent with those used in the preparation of the consolidated financial statements 
for the period ended 31 March 2016, except for the revised accounting standards and interpretations that became effective during the current year, 
and which did not have a material impact on the reported results. No amendments or interpretations were adopted during the current year.

A copy of the financial information from which these audited summarised consolidated financial statements were derived can be found on the 
company’s website, www.ppc.co.za.

Change in financial year-end
In the prior year, PPC Ltd changed its financial year-end from September to March. The first year-end to March 2016 was only for a six-month 
period, while the second March year-end, being the 2017 financial year, is for a twelve-month period. As the comparable period results related to 
a six-month period following the financial year-end change, for ease of comparison, pro forma financial information reflecting the calculation of 
the twelve-month financial information to March 2016 was released on SENS on 9 March 2017 and included in these results.

The pro forma financial information included within the SENS and subject to a reporting accountant’s report only included the statements of 
financial position, comprehensive income and cash flows together with earnings per share. The composition of the statement of comprehensive 
income assertions and roll forward of statement of financial position items included within the notes have therefore not been audited or reviewed.

Going concern
In determining the appropriate basis of preparation of the financial statements, the directors are required to consider whether the group and 
company can continue in operational existence for the foreseeable future. 

PPC embarked upon an expansion strategy in 2010 to extract value from high-growth economies by expanding its footprint into the rest of Africa. 
The result of this expansion strategy is an expected increase in gross production capacity of approximately three million tonnes per annum giving 
the group a solid foundation for further growth. Given the long lead time required to develop greenfield operations, the group has drawn down 
on pre-arranged project finance debt (refer note 14) without an immediate concomitant increase in earnings and resultant cash flow. During the 
same period of the company’s expansion on the continent, external factors beyond the group’s control have seen a slowing global economy and 
significant decline in oil and commodity prices, which have culminated in downward pressures on selling prices in the regions in which the group 
operates. In addition, South Africa, which is currently the major contributor to the group’s earnings, has seen intensified competition in terms of 
new entrants and imports into the country despite the economic slowdown, resulting in overcapacity in the market.

The board and executive management continue to monitor and develop business plans and liquidity models in order to effectively deal with the 
effects of a continuation of the current low selling price environment and slowing economic growth. During the current reporting period, the group 
successfully completed a R4 billion rights offer that was 5,8 times oversubscribed. The proceeds of the rights offer were used to reduce local debt 
and will also assist in funding future operational requirements. In December 2016 the company received R1,1 billion as its 2008 BBBEE transaction 
matured and the strategic partners subscribed for shares in the company, further strengthening the capital structure. Total borrowings of the group 
are R5 736 million in comparison to the R9 171 million at March 2016 and R5 914 million at September 2016. At the end of March 2017, the 
group’s debt to EBITDA was 2,8 times (March 2016: 3,8 times), a marked improvement. The group’s net debt was R4 746 million 
(March 2016: R8 711 million) and the net debt to EBITDA ratio was 2,3 times (March 2016: 3,7 times) at the end of March 2017.

At year-end, current liabilities exceed current assets by R219 million mainly due to the short-term portion of R1 565 million of long-term borrowings 
being classified under current liabilities. In June 2017, the group successfully refinanced the R1 565 million debt until June 2018. The directors have 
complied with the requirements of IAS 1 paragraph 27 in considering the classification of the funding. With the signing of the refinance agreements 
on 2 June we have successfully refinanced and lengthened the term of the R1,56 billion funds originally due on 30 September 2017 to 30 June 
2018 and thus subsequent to the year-end, the funding has become non-current. The revised profile of the group’s statement of financial position 
is presented below, showing a stronger current assets to current liabilities ratio. Post the refinancing, current assets will exceed current liabilities by 
R1 346 million. Refer to notes 17 and 23 for further details on the extension.
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Based on the expectation that the group’s current trading position and forecasts will be met and taking current and future banking facilities into 
consideration, the directors believe that the group will be able to comply with its financial covenants and be able to meet its obligations as they fall 
due, and accordingly have concluded that it is appropriate to prepare the financial statements on a going concern basis.

Restatement of segmental information
In compiling the results for the current year, certain prior year numbers have been restated.

Following the internal restructure effective 1 April 2016, the group’s segments have been amended to align to the current reporting structures and 
information presented to the group executive committee. Further details can be found in the segmental information section in this report.
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2. FOREIGN EXCHANGE LOSS/(GAIN) ON FOREIGN CURRENCY MONETARY ITEMS
Loss on ineffective portion of cash flow hedge  9 –  – 
Gain on remeasurement of put option liabilities  –  (16)  (30)
(Gain)/loss on unlisted collective investments  (1) –  2
Net loss on translation of foreign-denominated currency monetary items  116  36  25 

 124  20  (3)

Included in loss on translation of foreign-denominated currency monetary items, is a loss of R112 million relating to the remeasurement of the 
non-current VAT receivable in the DRC following recent devaluations of the Congolese franc against the US dollar. Further, a remeasurement loss 
of R53 million has been recorded against the US dollar denominated project funding in Rwanda. Offsetting these losses are gains made on open 
forward exchange contracts held for capital purchases and working capital requirements.

Details on foreign exchange rates can be found in note 24.


