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INDEPENDENT JOINT AUDITORS’ REPORT
To the Shareholders of Dangote Cement Plc

Report on the audit of the Consolidated and Separate Financial Statements
Opinion

We have audited the accompanying consolidated and separate financial statements of Dangote Cement Plc
(“the Company”) and its subsidiaries (together referred to as “the Group”) which comprise the consolidated
and separate statements of financial position as at 31 December 2016, the consolidated and separate
statements of profit or loss, comprehensive income, changes in equity, cash flows for the year then ended,
the notes to the consolidated and separate financial statements including a summary of significant accounting
policies.

In our opinion, the consolidated and separate financial statements give a true and fair view of the
consolidated and separate financial position of Dangote Cement Plc as at 31 December 2016 and the
consolidated and separate financial performance and statement of cash flows for the year then ended in
accordance with the International Financial Reporting Standards, the Companies and Allied Matters Act Cap
C20 LFN 2004 and the Financial Reporting Council of Nigeria Act, 2011.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the Audit of the Consolidated
and Separate Financial Statements section of our report. We are independent of the Group in accordance
with the requirements of the Institute of Chartered Accountants of Nigeria Professional Code of Conduct and
Guide for Accountants (ICAN Code) and other independence requirements applicable to performing audits of
financial statements in Nigeria. We have fulfilled our other ethical responsibilities in accordance with the ICAN
Code and in accordance with other ethical requirements applicable to performing audits in Nigeria. The ICAN
Code is consistent with the International Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants (Parts A and B). We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the consolidated and separate financial statements of the current year. These matters were
addressed in the context of our audit of the consolidated and separate financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters. We have
determined the matters described below to be the key audit matters to be communicated in our report. The
key audit matters below relate to the audit of the separate financial statements.




Key Audit Matter How the matter was addressed in the audit

Financial Derivatives — FX Forwards

In a bid to hedge against the effects of the
volatility of the Nigerian Naira against the us
dollar, the company entered into forex forward
contracts with a local bank with the aim of
obtaining foreign currency at a more stable and
predictable rate in the future.

The forward contracts involve making payments
via the local bank, for US dollars at an agreed
rate, on a future date, thus creating some
predictability regarding the rates at which US
dollars are obtained and its availability to
transact the company’s business.

As disclosed in note 4.1.2 to the financial
statements, the company has assessed its
capacity to obtain economic benefits arising
from the forward contracts and determined it
may not be able to realise the benefits of the
forward contracts due to the scarcity of foreign
currency in the market and has not recorded an
asset with respect to the foreign currency
forward contracts, hence, this is a key audit
matter.

Our audit procedures incorporated a combination

of tests of the company’s controls relating to the

recognition of the derivative asset and resultant
income: and substantive procedures in respect of
valuation of the payments made on the forward
contracts.

Our substantive procedures included the

following:

« Reviewing the forward contracts entered into
with the local bank to obtain an understanding
of the terms and conditions.

e Reviewing company’s valuation of the
contracts and the various parameters used in
the valuation.

e Challenging the assumptions in the valuation
of the derivatives through engagement of
experts.

e Challenging the assumptions and inputs used
by the company in carrying out the valuation
of the forward contracts.

e Verifying the accuracy of the asset and
resultant income, based on the results of the
valuation.

We assessed the company’s decision not to
recognise the asset (at fair value) related to
forward contracts due to its inability to obtain
economic benefits therefrom.

We also assessed the adequacy of the
company’s disclosures in relation to the
judgement applied to these balances.

We found the operation of the controls relating to
the valuation of the forward contracts to be
operating effectively. We found the disclosures
made in the financial statements to be adequate
and we consider reasonable, the company’s
decision not to recognise the asset resulting from
the foreign currency forward contracts, owing to
the scarcity of foreign currency in the market.




Key Audit Matter How the matter was addressed in the audit

Assumption of tax holiday in determining
tax liability
In determining the tax liability for the year, the
directors have assumed that the Ibese
production lines 1 - 4 and the Obajana
production lines 3&4, both in Nigeria, are
eligible for tax holiday (Pioneer holiday). The
Ibese production lines 1&2 and the Obajana
production line 3 enjoyed pioneer holidays for
three years which expired on 31 December
2014 and 31 December 2015 respectively and
require an extension, while the Ibese
production lines 3&4 and the Obajana
production line 4 are expansion projects
requiring Pioneer Status Incentive (PSI)
approval with effect from 1 February 2015. This
is on the premise that the production lines have
met all the necessary requirements to be
granted tax holidays.

As disclosed in note 4.1.3 to the financial
statements, the directors have made a
significant judgement in determining the tax
liability for the year based on historical trends in
obtaining pioneer status and the legal expert
opinion.

An additional tax charge of N64.4 billion (2015:
N40.0 billion) would have been incurred by the
company if this assumption was not made in
determining the tax liability.

This requires the directors’ judgement in
estimating future taxable income and is
accordingly a key audit matter.

We involved a tax specialist to evaluate the
recognition and measurement of the tax liability for
the year. This included:

e Assessing the requirements by the relevant
regulations and government agencies that
qualify businesses for pioneer holidays and
verifying that the company has met all
requirements to enable it obtain approval for the
tax holiday.

In the course of our assessment, we reviewed
communications to the company from a relevant
government agency which noted that the
company’s application for the grant of PSI on the
expansion projects will be considered when the
current suspension on the PSI Scheme is lifted
while the application for extension is currently
being reviewed.

e Assessing the competence of company’s legal
counsel that was appointed to provide an opinion
on the legal status of the company’s pioneer
status applications.

o Reviewing the legal expert’s opinion on the legal
status of the company’s pioneer status
applications.

e Reviewing the conditions required for granting of
the pioneer status applications and confirming
that the company met the prescribed conditions.

Based on existing regulations, the legal expert's
opinion and communications received from the
government agency, we do not have any reason to
believe that these pioneer status applications will not
be approved with effect from the production day as
applied for.

We concur with the directors’ assumptions in
determining the tax liability for the year. We found
the disclosures relating to the tax holiday status and
assumptions to be appropriate.




Key Audit Matter How the matter was addressed in the audit

Reconciliation of deposit for imports and
advance to vendors accounts

The company continues to expand its We evaluated the company’s schedule for the deposit
operations in Nigeria and Pan Africa which accounts, analysed to indicate the status of payments
requires various significant procurements for made (fully delivered, partially delivered, no delivery

equipment and spare parts. The procurements
are made in the form of advance payments to
vendors and/or deposits for imports.

and no purchase order reference). This included:
« Verifying that the schedule provided is accurate
and all undelivered deposits have been included

These advances are processed through the therein.
banks and the equipment and spare partsare e Evaluating the categorisation of the deposits
shipped by the vendors, cleared at the seaport made as described above, by ensuring that items

and transferred to the various locations. On : e
receipt of the items into Stores or Project included within each category are properly

locations, the respective advances/deposits are reprfase.nted and re_late to such cat_egonsatlon.

cleared into the appropriate accounts from the e Reviewing supporting documentations, payment

advances to vendor/deposit for imports details and contracts for deposits and advance

accounts. payments made to check that they represent valid
_ _ deposits and advance payments.

The clearance of these items requirés proper o For items that are fully and partially delivered, we

and regular monitoring of the shipments reviewed documents evidencing their receipt and

through to the final locations. The transactions subsequent clearing from the deposit/advance
are usually significant in nature which increases accounts.

the risk of incorrectly classifying received items

as advances/deposits for imports. We consider  \ye concur with the company’s classification of these

this a key audit matter due to the significant payments for which delivery of goods are pending
nature of the transactions and classification of and that they represent payments made for goods
items of property, plant and equipment or that are yet to be delivered.

inventories as advances/deposits.
Other Information

The directors are responsible for the other information. The other information comprises the directors’ Report,
Audit Committee’s Report and Company Secretary’s Report, which we obtained prior to the date of this
auditors’ report. The other information does not include the consolidated and separate financial statements
and our report thereon.

Our opinion on the consolidated and separate financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated and separate financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated and separate financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.




Based on the work we have performed on the other information that we obtained prior to the date of this
auditor’s report, if we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Consolidated and Separate Financial Statements

The directors are responsible for the preparation of the consolidated and separate financial statements that
give a true and fair view in accordance with International Financial Reporting Standards and the requirements
of the Companies and Allied Matters Act CAP C20 LFN 2004, Financial Reporting Council Act, 2011 and for
such internal control as the directors determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the directors are responsible for assessing
the Group’s and Company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the directors either intend to

liquidate the Group and/or the Company or to cease operations, or have no realistic alternative but to do so.

Auditors’ Responsibilities for the Audit of the Consolidated and Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated and separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated and separate financial
statements, whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

e Obtain an understanding of internal control relevant to the audit 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 Group and the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

o Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and
based on the audit evidence obtained, whether a material uncertainty exists relating to events or
conditions that may cast significant doubt on the Group and Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the consolidated and separate financial statements or, if




such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the Group and Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated and separate financial
statements, including the disclosures, and whether the Group and Company’s financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated and separate financial
statements. We are responsible for the direction, supervision and performance of the Group’s audit.
We remain solely responsible for our audit opinion.

We communicate with the audit committee and the directors regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide the audit committee and directors with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with the audit committee and/or the directors, we determine those matters
that were of most significance in the audit of the financial statements of the current year and are therefore the
key audit matters. We describe these matters in our auditors’ report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the benefits derivable by the public from such communication.

Report on Other Legal and Regulatory Requirements

In accordance with the Sixth Schedule of the Companies and Allied Matters Act CAP C20 LFN 2004, we
expressly state that:

i) We have obtained all the information and explanations which to the best of our knowledge and belief
were necessary for the purpose of our audit.

i) The Group and Company have kept proper books of account, so far as appears from our examination
of those books.

iii) The Group and Company’s financial position, statements of profit or loss and comprehensive income

are in agreement with the books of account and returns.

L

SUNTEA

v

Abraham Udenani, FCA Tajudeen Oni, FCA
FRC/2013/ICAN/00000000853 FRC/2013/ICAN/00000000749
For: Akintola Williams Deloitte For: Ahmed Zakari & Co
Chartered Accountants - neTiTuTE oF CHARTERED Chartered Accountants

Lagos, Nigeria

Lagos, Nigeria O UNTANTS
i ]
27 February, 2017 R

27 February, 2017




DANGOTE CEMENT PLC
CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
31ST DECEMBER, 2016

STATEMENT OF DIRECTORS’ RESPONSIBILITIES FOR
THE PREPARATION AND APPROVAL OF THE FINANCIAL
STATEMENTS FOR THE YEAR ENDED 31ST DECEMBER, 2016

The Directors of Dangote Cement Plc are responsible for the preparation of the Consolidated and
Separate Financial Statements that present fairly the financial position of the Group and company as
at 31st December, 2016, and the results of its operations, cash flows and changes in equity for the year
then ended, in compliance with International Financial Reporting Standards (“IFRS”) and in the manner
required by the Companies and Allied Matters Act of Nigeria and the Financial Reporting Council of
Nigeria Act, No &, 20T11.

In preparing the Financial Statements, the Directors are responsible for:

. properly selecting and applying accounting policies;

« presenting information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information;

. providing additional disclosures when compliance with the specific requirements in IFRS are
insufficient to enable users to understand the impact of particular transactions, other events and
conditions on the Group’s financial position and financial performance; and

« making an assessment of the Group’s ability to continue as a going concern.

The Directors are responsible for:

- designing, implementing and maintaining an effective and sound system of internal controls
throughout the Group and Company;

« maintaining adequate accounting records that are sufficient to show and explain the Group's and
Company’s transactions and disclose with reasonable accuracy at any time, the financial position
of the Group and Company, and which enable them to ensure that the Financial Statements of the
Group and Company comply with IFRS;

« maintaining statutory accounting records in compliance with the legislation of Nigeria and IFRS;

« taking such steps as are reasonably available to them to safeguard the assets of the Group and
Company; and

. preventing and detecting fraud and other irregularities.

The Consolidated and Separate Financial Statements of the Group and Company for the year ended
Z1st December, 2016 were approved by the Directors on 27th February, 2017.

On behalf of the Directors of the Company

§ Oy Y.

Chairman Group Managing Director/CEO




DANGOTE CEMENT PLC
CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
) ) i 31ST DECEMBER, 2016

CONSOLIDATED AND SEPARATE STATEMENT OF PROFIT OR
LOSS FOR THE YEAR ENDED 31ST DECEMBER, 2016

Group Company
Notes Year ended Yearended Year ended Year ended
31-Dec-16 31-Dec-15 31-Dec-16 31-Dec-15

W¥’million ¥’ million #'million Wmillion
Revenue 5 615,103 491,725 426,129 389,215
Production cost of sales 7 (323,816) (201,808) (178,129) (130,418)
Gross profit 291,287 289,917 248,000 258,797
Administrative expenses 8 (36,669) (32,546) (17,087) (23,924)
Selling and distribution expenses S (82,667) (53,500) (51,949) (43,323)
Other income 1 10,542 5951 4,766 2,148
Profit from operating activities 182,493 207,822 183,730 193,698
Finance income** 10 43,817 13,949 224,708 54,348
Finance costs** 10 (45,381 (33,477) (34,042) (27,479)
Profit before tax 180,929 188,294 374,396 220,567
Income tax credit/(expense) 14 5695 (6,971 (6,191) (7.396)
Profit for the year 186,624 181,323 368,205 213,171
Profit for the year attributable to:
Owners of the Company 193,302 184,994 368,205 213,171
Non-Controlling Interests (6,678) (3,671 - -
186,624 181,323 368,205 213,171
Earnings per share, basic and diluted (Naira) 13 11.34 10.86 21.61 12.51

**Prior year amounts have been regrouped to align with current year presentation. This does not have any impact
on the results (See Note 10).

The accompanying notes on pages 16 to 78 and other national disclosures on pages 79 to 81 form an integral part

of these consolidated and separate financial statements.




DANGOTE CEMENT PLC
CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
) ' 31ST DECEMBER, 2016

CONSOLIDATED AND SEPARATE STATEMENT OF
COMPREHENSIVE INCOME FOR THE YEAR ENDED 31ST
DECEMBER, 2016

Group Company
Notes Year ended Yearended Year ended Year ended
31-Dec-16 31-Dec-15 31-Dec-16 31-Dec-15

N’ million N’million #’'million #’million
Profit for the year 186,624 181,323 368,205 213,171
Other comprehensive income, net of income tax:
[tems that may be reclassified
subsequently to profit or loss:
Exchange differences on translating net
investments in foreign operations 100,701 (25,254) - -
Items that will not be reclassified to profit or [oss:
Remeasurement of defined benefit plan 28 - .. (99D - 991
Other comprehensive (loss)/income for
the year, net of income tax 100,701 (26,245) - (991)
Total comprehensive income for the year 287,325 155,078 368,205 212,180
Total comprehensive income for the
year attributable to:
Owners of the Company 204627 165,474 368,205 212,180
Non-controlling interests (7,507) (10,396) = -

287,325 155,078 368,205 212,180

The accompanying notes on pages 16 to 78 and other national disclosures on pages 79 to 81 form an integral part
of these consolidated and separate financial statements.




DANGOTE CEMENT PLC
CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS:
RRE © 7 31ST DECEMBER, 2016,

CONSOLIDATED AND SEPARATE STATEMENT OF FINANCIAL
POSITION AS AT 31ST DECEMBER, 2016

Group Company
31-Dec-16 31-Dec-15 31-Dec-16 31-Dec-15

Notes ¥’'million #’million #’'million #’million
Assets
Non-current assets
Property, plant and equipment 15 sl 917,212 569,017 577017
Intangible assets 16 4145 2,610 n3 385
Investments in subsidiaries 17.2 - - 78,673 26,075
Investment in associate 17.3 1,582 1,582 1,582 1,582
Deferred tax asset 14.3 50,110 14,465 26,255 10,913
Prepayments for property, plant & equipment 181 13,196 9,094 = =
Other receivables 30 - - 658,525 395,917
Total non-current assets 1,224,744 944,963 1,308,963 1,011,889
Current assets
Inventories 19 82,903 5318 55,850 38,369
Trade and other receivables 20 26,279 n,544 11,857 4,252
Prepayments and other current assets 18.2 78,280 60,526 60,384 52,003
Current income tax receivables 14.2 9 - - -
Cash and bank balances 31 115,693 40,792 65,510 17,962
Total current assets 303,164 165,980 193,601 112,586
Total assets 1,527,908 1,110,943 1,502,564 1,124,475
Liabilities
Current liabilities
Trade and other payables 23 268,966 127,597 178,567 79,584
Current income tax payable 14.2 4,674 1,289 4,306 1,305
Financial liabilities 24 220,300 47,275 192,270 37169
Other current liabilities 25.2 18,307 24,537 15,083 22,528
Total current liabilities 512,247 200,698 390,226 140,586
Non-current liabilities
Deferred tax liabilities 14.3 43,695 24,504 41,858 23,998
Financial liabilities 24 152,475 208,329 86,182 181,384
Long term provisions and other charges 26 3,344 3,283 2,502 619
Retirement benefits obligation 28 = 3,992 = 3,992
Deferred revenue 25,1 @72 975 629 975
Long term payables 24 17,730 24,442 - 24,442
Total non-current liabilities 218,316 265,525 130,971 235,410
Total liabilities 730,563 466,223 521,197 375,996
Net assets 797,345 644,720 981,367 748,479
Equity
Share capital 211 8,520 8,520 8,520 8,520
Share premium 211 42,430 42,430 42,430 42,430
Capital contribution 214 2,877 2,877 2,828 2,828
Currency translation reserve 21.3 78,964 (22,366) - -
Employee benefit reserve 2115 - 1,007 - (1,007)
Retained earnings 677,479 620,501 927,589 695,708
Equity attributable to owners of the company 810,270 650,955 981,367 748,479
Non-controlling interest (12,925) (6,235) - -
Total equity 797,345 644,720 981,367 748,479
Total equity and liabilities 1,527,908 1,110,943 1,502,564 1,124,475

The accompanying notes on pages 16 to 78 and other national disclosures on pages 79 to 81 form an integral part of
these consolidated and separate financial st ents. !

@ s U Q-
Aliko Dangote,GCON ﬂ Oon and Brian EQan

Chairman, Board of Directors GMD/CEO Group CFO
FRC/2013/I0DN/O0000001766 FRC/2016/IO0DN/00000014027 FRC/2015/MULTI/00000011227
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DANGOTE CEMENT PLC
CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
) 31ST DECEMBER, 2016

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31ST DECEMBER, 2016

Group Employee Currency Attributable Non-
Share Share Retained benefit translation Capital to the owners Controlling Total
capital premium earnings reserve reserve contribution of the parent Interests equity

#¥'million #million #¥million #million #million #million #¥’million ¥'million #¥million
Balance as at
1st January, 2015 8,520 42,430 537,750 (16) (3,837) 2,877 587,724 4,161 591,885
Profit for the year = 184,994 = 184,994 (3.671) 181,323
Other comprehensiy
income for the year,
net of income tax - (991 (18,529) - (19,520) (6,725) (26,245)
Total comprehensive
income for the year 184,994 (991 (18,529) 165,474 (10,396) 155,078
Dividends paid = - (102,243) - - - (102,243) - (102,243)
Balance as at
31st December, 2015 8,520 42,430 620,501 (1,007) (22,366) 2,877 650,955 (6,235) 644,720
Profit for the year - - 193,302 & = = 198,502 (6,678) 186,624
Other comprehensive
income for the year,
net of income tax - - - - 101,330 - 101,330 (629) 100,701
Total comprehensive
income for the year = - 193,302 - 101,530 - 294,632 (7.307) 287,325
Dividends paid - - (186,224) - - z (136,324) - (136,324)
Contribution by
non-controlling interest
shareholders - - - - - = - 617 617
Transfer on amendment
to the scheme - - - 1,007 - & 1,007 - 1,007
Balance as at
31st December, 2016 8,520 42,430 677,479 - 78,964 2,877 810,270 (12,925) 797,345




DANGOTE CEMENT PLC
CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
' 31ST DECEMBER, 2016

SEPARATE STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31ST DECEMBER, 2016

Company Employee
Share Share Capital Retained benefit Total
capital premium contribution earnings reserve equity
H’'million ¥'million N’million N’million N¥’'million #¥’million
Balance as at 1st January, 2015 8,520 42,430 2,828 584,780 (16) 638,542
Profit for the year - - - 213,171 - 213,171

Other comprehensive income

or the year, net of income tax = = S - (991) (991)
Total comnrehensive income for the year - - - 213,171 D00 212,180
Dividends paid - - - (102,243) - (102,243)
Balance as at 31st December, 2015 8,520 42,430 2,828 695,708 (1,007) 748,479
Profit for the year - = - 368,205 = 368,205
Total comprehensive income for the year - = - 368,205 = 368,205
Dividends paid = = = (136,324) - (136,324)
Transfer on amendment

to the scheme = = = - 1,007 1,007
Balance as at 31st December, 2016 8,520 42,430 2,828 927,589 - 981,367




DANGOTE CEMENT PLC
CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS
) ! ’ . 31ST DECEMBER, 2016

CONSOLIDATED AND SEPARATE STATEMENT OF
CASHFLOWS FOR THE YEAR ENDED 31ST DECEMBER 2016

Group Company
Notes Yearended Yearended Year ended Yearended
31-Dec-16 31-Dec-15 31-Dec-16 31-Dec-15

# million ¥’million #¥’'million M¥’million
Cash flows from operating activities
Profit before tax 180,929 188,294 374,396 220,567
Adjustments for:
Depreciation & amortisation 15 & 16 74,750 54,626 4713 43,715
Write off and impairment of property,
plant and equipment 471 1,624 - 1,624
Reversal of impairment (1,592) (1,582) (1,592) (1,582)
Interest expense 10 45,172 33,154 33,833 7156
Interest income 10 (2,662) (1,699) (45,439) (23,410)
Unrealised exchange (gain)/loss on
. borrowings and non-operating assets (50,394) 1,252 (189,482) (31,836)
Amortisation of deferred revenue 56 478) (415) (478)
Other provisions 61 (728) 1,683 324
Provisions for employee benefits (2,985) 931 - (2,985) 931
Loss on disposal of property, plant and equipment 59 1 = =
243,865 275,395 21712 237,009
Changes in working capital:
Change in inventories (29,785) (10,431) (17,481 (2,054)
Change in trade and other receivables {4,725) 1,741 (7,605) (1,320)
Change in trade and other payables 99,016 29,151 56,630 1,255
Change in prepayments and other current assets 12,450) 3,674 (4,544) 10,465
Change in other current liabilities (6,189) 5,703 (1576) 6,093
/S, 122 301,751 256,756 251,448
Income tax paid 14 (1,128) (2,234) (672) (2,213
Net cash generated from operating activities 278,594 299,517 236,064 249,235
Cash flows from Investing activities
Interest received 2,662 1,699 1,469 1,459

Acquisition of intangible assets 16 (745) (298) (28) -
Increase in long term receivables from subsidiaries - - (16,947) (63,730)

Acquisition of investment - - 1,02)

Acquisition of capital assets 118,841 (157,092) (59,271) (69,300)
Acquisition of property, plant and equipment 15 (136,168) (251,931) (62,895) (95,515)
Reduction in non-current prepayment (4@27) 70,397 - 1275
Suppliers’ credit obtained 21,354 24,442 3,624 24,442
Net cash used in investing activities (116,924) (155,691) (75,879) (131,571)
Cashflows from Financing activities

Interest paid (39.029) (25,007) (26,747) (19,274)
Non-controlling shareholders contribution 617 - - -
Dividend paid (136,324) (102,243) (136,324) (102,243)
Loans obtained 343,071 125,912 305,285 121,648
Loans repaid (262,240) (116,183) (254,849) (16,183)
Net cash used in financing activities (93,905) (117,521) (112,637) (116,052)
Increase in cash and cash equivalents 67,765 26,305 47548 1,612
Effects of exchange rate changes on the balance

of cash held in foreign currencies and other

non monetary impact 3,791 (4,863) - -
Cash and cash equivalents at beginning of year 37,845 16,403 17,962 16,350

Cash and cash, equivalents at end of year, 311 109,401 37,845 65,510 17,962
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL
STATEMENTS FOR THE YEAR ENDED 31ST DECEMBER, 2016

1. General Information

Dangote Cement Plc (“the Company”) was incorporated
in Nigeria as a public limited liability company on 4th
November, 1992 and commmenced operations in January
2007 under the name Obajana Cement Plc. The name
was changed on 14th July 2010 to Dangote Cement
Plc.

Its parent company is Dangote Industries Limited ("DIL”
or “the Parent Company”). Its ultimate controlling party
is Aliko Dangote.

The registered address of the Company is located at 1
Alfred Rewane Road, Ikoyi, Lagos, Nigeria.

The principal activity of the Company and its
subsidiaries (together referred to as “the Group”) is
to operate plants for the preparation, manufacture
and distribution of cement and related products.
The Company’s production activities are currently
undertaken at Obajana town in Kogi State, Gboko in
Benue State and lbese in Ogun State; all in Nigeria.
Information in respect of the subsidiaries’ locations is
disclosed in Note 17.

The consclidated financial statements for the year
ended 31st December, 2016 comprise the results and the
financial position of the Company and its subsidiaries.

The separate financial statements of the Company for
the year ended 31st December, 2016 comprise those of
the Company only.

These consolidated and separate financial statements
for the year ended 3lst December, 2016 have been
approved for issue by the Directors on 27th February,
2017

2. Significant accounting policies
accounting policies applied in the

preparation of these financial statements are set out

The principal

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

1

2.1.1 Statement of compliance

The Group and Company's full financial statements for
the year ended 31st December 2016 have been prepared
in accordance with International Fﬂwancial Reporting
Standards as issued by the International Accounting
Standards Board (“IASB™), and interpretations issued
by the International Financial Reporting Interpretations
Committee of the IASB (together “IFRS”) that are
effective at 31st December 2016 and requirements of
the Companies and Allied Matters Act (CAMA) 2004
of Nigeria and the Financial Reporting Council (FRC)
Act of Nigeria

2.1.2 Basis of measurement

The financial statements have been prepared on the
historical cost basis except for financial instruments
that are measured at revalued amounts or fair value, as
explained in the accounting policies below. Historical
cost is generally based on the fair value of the
consideration given in exchange for assets.

Fair value

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
the
measurement date, regardless of whether that price

transaction between market participants at

is directly observable or estimated using another
valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the
characteristics of the asset or liability that market
participants would take into account when pricing
the asset or liability at the measurement date. Fair
value for measurement and/or disclosure purposes in
these consolidated and separate financial statements
is determined on such a basis, except for leasing
transactions that are within the scope of IAS 17, and
measurements that have some similarities to fair value
but are not fair value, such as net realisable value in IAS
2 or value in use in IAS 36.

2.2.1 Basis of consolidation

The Group financial statements incorporate the
financial statements of the Parent (Company) and
entities control[ed"by the Company and its subsidiaries
made up to 3lst December, 2016. Control is achieved

where the investor;
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(i) has power over the investee entity

(i) is exposed, or has rights, to variable returns from
the investee entity as a result of its involvement, and

(iii) can exercise some power over the investee to
affect its returns.

The Company reassesses whether or not it still controls
an investee if facts and circumstances indicate that
there are changes to one or more of the three elements
of control listed above.

The financial statements of subsidiaries are included
in the consolidated financial statements from the date
that control commences until the date that control
ceases. The accounting policies of subsidiaries have
been changed when necessary to align them with the
policies adopted by the Group.

Income and expenses of subsidiaries acquired or
disposed of during the year are included in the
consolidated statement of profit or loss and other
comprehensive income from the effective date of
acquisition and up to the effective date of disposal,
as appropriate. Profit or loss and each component
of other comprehensive income of subsidiaries are
attributed to the owners’ of the Company and to the
non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

In the Company's separate financial statements,
investments in subsidiaries are carried at cost less any
impairment that has been recognised in profit or loss.

2.2.2 Transactions eliminated on consolidation

All intra-group balances and any gains and losses
arising from intra-group transactions are eliminated
in preparing the consolidated financial statements.
Unrealized losses are eliminated in the same way as
unrealized gains, but only to the extent that there is no
evidence of impairment.

2:2.3 Interest in associates
An associate is an entity over which the Group has
significant influence. Significant influence is the power

to participate in the financial and operating policy
decisions of the investee but is not control or joint
control over those policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting, except when
the investment, or a portion thereof, is classified
as held for sale, in which case it is accounted for in
accordance with IFRS 5. Under the equity method, an

investment in an associate is initially recognised in the

consolidated statement of financial poesition at cost

and adjusted thereafter to recognise the Group's share
of the profit or loss and other comprehensive income
of the associate. When the Group’s share of losses
of an associate exceeds the Group’s interest in that
associate (which includes any long-term interests that,
in substance, form part of the Group’s net investment in
the associate), the Group discontinues recognising its
share of further losses. Additional losses are recognised
only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf
of the associate.
An investment in an associate is accounted for
using the equity method from the date on which the
investee becomes an associate. On acquisition of the
investment in an associate, any excess of the cost of the
investment over the Group’s share of the net fair value
of the identifiable assets and liabilities of the investee
is recognised as goodwill, which is included within the
carrying amount of the investment. Any excess of the
Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of the investment,
after reassessment, is recognised immediately in profit
or loss in the period in which the investment is acquired.

The requirements of IAS 39 are applied to determine
whether it is necessary to recognise any impairment
loss with respect to the Group’s investment in an
associate. When necessary, the entire carrying amount
of the investment (including goodwil) is tested for
Impalrment in accordance with IAS 36 Impairment of
Assets as a single asset by comparmg its recoverable
amount (higher of value in use and fair value less costs
of disposal) with its carrying amount, Any impairment
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loss recognised forms part of the carrying amount
of the investment. Any reversal of that impairment
loss is recognised in accordance with IAS 36 to the
extent that the recoverable amount of the investment
subsequently increases.

The Group discontinues the use of the equity method
from the date when the investment ceases to be an
associate or when the investment is classified as held
for sale. When the Group retains an interest in the
former associate and the retained interest is a financial
asset, the Group measures the retained interest at fair
value at that date and the fair value is regarded as
its fair value on initial recognition in accordance with
IAS 39. The difference between the carrying amount
of the associate at the date the equity method was
discontinued, and the fair value of any retained interest
and any proceeds from disposing of a part interest in
the associate is included in the determination of the
gain or loss on disposal of the associate. In addition,
the Group accounts for all amounts previously
recognised in other comprehensive income in relation
to that associate on the same basis as would be
required if that associate had directly disposed of the
related assets or liabilities. Therefore, if a gain or loss
previously recognised in other comprehensive income
by that associate would be reclassified to profit or loss
on the disposal of the related assets or liabilities, the
Group reclassifies the gain or loss from equity to profit
or loss (as a reclassification adjustment) when the
equity method is discontinued.

The Group continues to use the equity method when
an investment in an associate becomes an investment
in a joint venture or an investment in a joint venture
becomes an investment in an associate. There is no
remeasurement to fair value upon such changes in
ownership interests.

When the Group reduces its ownership interest in an
associate but the Group continues to use the equity
method, the Group reclassifies to profit or loss the
proportion of the gain or loss that had prevyousty been
recognised in other comprehensive income relating to
that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of

31ST DECEMBER, 2016

the related assets or liabilities.

When a group entity transacts with an associate
of the G
transactions with the associate are recognised in the

Group, profits and losses resulting from the

Group’s consolidated financial statements only to the
extent of interests in the associate that are not related
to the Group.

In the separate financial statements for the parent
company, investments in associates are recognised at
cost less accumulated impairment.

2.3 Non-controlling interest

Non-controlling interest is the equity in a subsidiary
or entity controlled by the Company, not attributable,
directly or indirectly, to the parent company and is
presented separately in the consolidated statement
of profit or loss and other comprehensive income and
within equity in the consolidated statement of financial
position. Total comprehensive income attributable to
non-controlling interests is presented on the line “Non-
controlling interests” in the statement of financial
position, even if it can create negative non-controlling

interests.

2.4 Acquisition of entities under common control
Business combinations arising from transfers. of
interests in entities that were under the control of the
shareholder that controls the Group are accounted for
prospectively as at the date that transfer of interest
was effected. The assets and liabilities acquired are
recognised at the carrying amounts recognised
in the Group controlling shareholder’s
The difference

previously
consolidated financial statements.
between the consideration paid and the net assets

acquired is accounted for directly in equity.

2.4.1 Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s interests in a subsidiary that
do not result in a loss of control are accounted for
as eqmty transactions. The carrymg amount of the
Groups interests and the non- controllmg interests
are adjusted to reflect the changes in their relative
interests in the subsidiary. Any difference between
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the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or
received is recognized directly in equity and attributed
to the owners of the Company.

“When the Group loses control of a subsidiary, a gain
or loss is recognised in profit or loss and is calculated
as the difference between (i) the aggregate of the fair
value of the consideration received and the fair value
of any retained interest and (ii) the previous carrying
amount of the assets (including goodwill), and liabilities
of the subsidiary and any non-controlling interests. All
amounts previously recognised in other comprehensive
income in relation to that subsidiary are accounted for
as if the Group had directly disposed of the related
assets or liabilities of the subsidiary (i.e. reclassified
to profit or loss or transferred to another category of
equity as specified/permitted by applicable IFRSs).
The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent
accounting under IAS 39, or when applicable, the cost
on initial recognition of an investment in an associate
or a joint venture.

2.5 Revenue

Revenue is measured at the fair value of the
consideration received or receivable, net of returns,

trade discounts, Value Added Tax and volume rebates.

2.5.1 Sale of goods

Revenue from the sale of goods is recognised when the

goods are delivered and titles have passed, at which

time all the following conditions are satisfied:

« the Group has transferred to the buyer the
significant risks and rewards of ownership of the
goods;

« the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods
sold;

» the amount of revenue can be measured reliably;

+ itis probable that the economic benefits associated
with the transaction will flow to the Group; and

+ the costs incurred or to be incurred in respect of
the transaction can be measured reliably.

Amount relating to shipping and handling, whether
included as part of sales or billed separately is recorded
as revenue and cost incurred for shipping and handling
are classified under "Selling and distribution expenses”

2.5.2 Finance income comprises interest income on
short-term deposits with banks, dividend income,
changes in the fair value of financial assets at fair value
through profit or loss and foreign exchange gains.

Dividend income from investments is recognised in
profit and loss when the shareholder’s right to receive
payment has been established (provided that it is
probable that the economic benefits will flow to the
Group and the amount of income can be measured
reliably).

Interest income on short-term deposits is recognised
by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate
that exactly discounts estimated future cash receipts
through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

2.6 Borrowing costs

Borrowing costs that are not directly attributable to the
acquisition, construction or production of a qualifying
asset are recognised in profit or loss in the period in
which they are incurred.

However, borrowing costs that are directly attributable
to the acquisition, construction or production of
qualifying assets are capitalized as part of the cost
of that asset. The capitalisation of borrowing costs
commences from the date of incurring of expenditure
relating to the qualifying asset and ceases when all
the activities necessary to prepare the qualifying asset
for its intended use or sale are complete. The interest
rate used to determine the amount of capitalized
interest cost is the actual interest rate when there is
a specific borrowing facility related to construction
project or the Group’s average borrowing interest rate.
Borrowing costs relating to the period after acquisition,
construction or production are eipensed. Investment
income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying
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assets is deducted from the borrowing costs eligible
for capitalisation. The borrowing costs capitalised may
not exceed the actual interest incurred by the Group.

2.7 Foreign currency

2.7.1 Functional and presentation currency

These consolidated and separate financial statements
are presented in the Nigerian Naira (8), which is the
Company’s functional currency. All financial information
presented in Naira has been rounded to the nearest
million unless where otherwise stated.

2.7.2 Foreign currency transactions

In preparing the financial statements of the individual
entities, transactions in currencies other than the
entity’s functional currency (foreign currencies) are
recognised at the rates of exchange prevailing at the
dates of the transactions.

At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items
carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing at
the date when the fair value was determined. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.
Exchange differences on monetary items are
recognised in profit or loss in the period in which they
arise except for:
exchange differences on foreign currency
borrowings relating to assets under construction
for future productive use, which are included in
the cost of those assets when they are regarded

as an adjustment to interest costs on those foreign
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currency borrowings;

exchange differences on transactions entered into
in order to hedge certain foreign currency risks;
and

exchange differences on monetary items receivable
from or payable to a foreign operation for which
settlement is neither planned nor likely to occur
(therefore forming part of the net investment in the
foreign operation), which are recognised initially
in other comprehensive income and reclassified
from equity to profit or loss on disposal of the
subsidiaries.

The schedule below shows the exchange rates
presented in one unit of foreign currency to Naira for
the significant currencies used in the group

2.7.3 Foreign operations

In the Group’s consolidated financial statements, all
assets and liabilities of Group entities with a functional
currency other than the Naira are translated into Naira
upon consolidation. On consolidation, assets and
liabilities have been translated at the closing rate at
the reporting date. Income and expenses have been
translated into the Naira at the average rate over the
reporting period, unless exchange rates fluctuate
significantly during that period, in which case the
exchange rates at the dates of the transactions are
used.

Exchange differences are charged or credited to other
comprehensive income and recognized in currency
translation reserve in equity. On the partial or total
disposal of a foreign entity with a loss of control, the
related share in the cumulative translation differences
recognised in equity is recognised in the consolidated

Currency 2016 2015

Average rate  Year End Rate Average rate Year End Rate
South African Rand to Naira 181383 22.8428 15.3977 12.8400
Central Africa Franc to Naira 0.4392 0.4929 03332 0.3299
Ethiopian Birr to Naira 11.6926 13.4721 9.4307 9.2515
Zambian Kwacha to Naira ! 2515158 30.6808 23.5025 181074
Tanzanian Shilling to Naira 0N85 L 01392 0.0968 0.0919
Ghanaian Cedi to Naira 66.2698 71.4286 52.5003 52.3560
United States dollar to Naira 2599772 304.2000 198.0433 199.0000

20
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statement of profit or loss.

2.8 Property, plant and equipment
ltems of property, plant and equipment are measured
at cost or deemed cost less accumulated depreciation
and accumulated impairment losses.

Cost includes expenditure that is directly attributable
to the acquisition of the assets. Property, plant and
machinery under construction are disclosed as capital
work-in-progress. The cost of construction recognised
includes the cost of materials and direct labour, any
‘other costs directly attributable to bringing the assets
to a working condition for their intended use, including
borrowing costs on qualifying assets in accordance
with the Group's accounting policy and the estimated
costs of dismantling and removing the items and
restoring the site on which they are located if the
Group has a legal or constructive obligation to do so.

Such assets are classified to the appropriate categories
of property, plant and equipment when completed and
ready for intended use. Depreciation of these assets, on
the same basis as other property assets commences
when the assets are ready for their intended use. When
parts of an item of property, plant and equipment have
different useful lives and are individually significant in
relation to the total cost of an item, they are accounted
for as separate items (major components) of property,
plant and equipment.

The cost of replacing a component 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 benefit embodied within the
component will flow to the Group and its cost can
be measured reliably. The carrying amount of the
replaced component is derecognised. The cost of day
to day servicing of the property plant and equipment
is recognised in profit or loss as incurred.

An item of property, plant and equipment is
derecogmsed upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising

on the disposal or retirement of an item of property,
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plant and equipment is determined as the difference
between the sales proceeds and the carrying amount
of the asset and is recognised in profit or loss.

2.8.1 Depreciation
Depreciation is calculated on the depreciable amount,
or other amount

which is the cost of an asset,

substituted for cost, less its residual value (except
for freehold land and assets under construction).
Depreciation is recognized within “Cost of sales” and

“Administrative and selling expenses,” depending on

_the utilization of the respective assets on a straight-

line basis over the estimated useful lives of each part of
an item of property, plant and equipment.

Leased assets are depreciated over the shorter of the
lease term and their useful lives unless it is reasonably
certain that the Group will obtain ownership by the
end of the lease term in which case the assets are
depreciated over their useful life on the same basis as
owned assets. Strategic spare parts with high value and
held for commissioning of a new plant or for infrequent
maintenance of plants are capitalised and depreciated
over the shorter of their useful life and the remaining
life of the plant from the date such strategic spare
parts are capable of being used for their intended use.
Major overhaul expenditure, including replacement
spares and labour costs, is capitalised and amortised
over the average expected life between major overhauls.
All other replacement spares and other costs relating
to maintenance of plant are charged to profit or loss on
consumption or as incurred respectively.

Life (years)

Leasehold land improvement Over the lease period

Buildings 25 -50
Plant and machinery 10 - 25
Power plants 5-25
Cement plants 5=25
Motor vehicles 4 -6
Computer hardware o S
Furniture and equipment i5
Aircraft and related components 5-25

21
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The residual values and

depreciation methods are reviewed at the end of each

estimated useful lives,
reporting period, with the effect of any changes in

estimate accounted for on a prospective basis.

2.9 Intangible assets
IAS 38 -
“Intangible assets”, intangible assets are recognised

In accordance with criteria set out in

only if identifiable; controlled by the entity because
of past events; it is probable that the expected future
economic benefits that are attributable to the asset
will flow to the Group and the cost of the asset can be
measured reliably. Intangible assets primarily include
amortizable items such as software, mineral rights, as
well as certain development costs that meet the IAS
38 criteria.

Intangible assets with finite useful lives that are
acquired separately are carried at cost less accumulated
amortisation and accumulated impairment losses.
Intangible assets are amortized using the straight-
line method over their useful lives ranging from two
to seven years. Amortization expense is recorded in
“Cost of sales” and “Selling and distribution expenses”
or administrative expenses, based on the function of
the underlying assets. The estimated useful lives and
amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in

estimate being accounted for on a prospective basis.

Exploration assets are carried at cost less any

impairment losses. All costs, including overhead
costs directly associated with the specific project are
capitalised. The directors evaluate each project at each
period end to determine if the carrying value should
be written off. In determining whether expenditure
meets the criteria to be capitalised, the directors use
information from several sources, depending on the
level of exploration.

Purchased exploration and evaluation assets are
recognised at the cost of acquisition or at the fair value

if purchased as part of a business combination.
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2.9.1Internally-generated intangible assets - research
and development expenditure

Expenditure on research activities is recognised as
an expense in the period in which it is incurred. An
internally-generated intangible asset arising from
development (or from the development phase of an
internal project) is recognised if, and only if, all of the
following have been demonstrated:

the technical feasibility of completing the intangible

asset so that it will be available for use or sale:

the intention to complete the intangible asset and

use or sell it;

the ability to use or sell the intangible asset;

how the intangible asset will generate probable

future economic benefits;

the availability of adequate technical, financial and

other resources to complete the development and

to use or sell the intangible asset; and

the ability to measure reliably the expenditure

attributable to the intangible asset during its

development.

The amount initially recognised for internally-generated
intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-
generated intangible asset can be recognised,
development expenditure is recognised in profit or loss

in the period in which it is incurred.

Subsequent to initial recognition, internally-generated
intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses, on
the same basis as intangible assets that are acquired
separately.

2.9.2 Derecognition of intangible assets

An intangible asset is derecognised on disposal, or
when no future economic benefits are expected
from use or disposal. Gains or losses arising from
derecognition of an intangible asset, measured as the
difference between the net disposal proceeds and the
carrying amount of the asset, are recognised in profit
or loss when the asset is derecognised.
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2.10 Inventories

Inventories are stated at the lower of cost and net
realisable value, with appropriate provisions for old and
slow moving items. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Cost is determined as follows:

Raw materials

Raw Materials which include purchase cost and other
costs incurred to bring the materials to their location
and condition are valued using a weighted average
cost basis.

Work in progress

Cost of work in progress includes cost of raw material,
labour, production and attributable overheads based
on normal operating capacity. Weork in progress is
valued using a weighted average cost basis.

Finished goods

Cost is determined using the weighted average method
and includes cost of material, labour, production and
attributable overheads based on normal operating
capacity.

Spare parts and consumables

Spare parts which are expected to be fully utilized in
production within the next operating cycle and other
consumables are valued at weighted average cost after
making allowance for obsolete and damaged stocks.

2.11 Financial instruments

A financial instrument is any contract that gives rise to
a financial asset of one entity and a financial liability or
equity instrument of another entity.

Financial instruments are recognisedin the consolidated
and separate statements of financial position when
a member of the Group or the Company becomes a
party to the contractual obligations of the instrument.
Regular way purchases or sales of financial assets,
i.e. purchases or sales under a contract whose terms
redulre delivery of the asset within the time frame
established generally by regulation or convention in
the marketplace concerned, are accounted for at the

31ST DECEMBER, 2016

trade date.

Initially, financial instruments are recognized at their
fair value. Transaction costs directly attributable to
the acquisition or issue of financial instruments are
recognized in determining the carrying amount except
for financial instruments at fair value through profit or
loss. For financial instruments classified as Fair Value
Through Profit or Loss (FVTPL) transaction costs
incurred are recognized in profit or loss. Subsequently,
financial assets and liabilities are measured according
to the category to which they are assigned. The Group
does not make use of the option to designate financial
assets or financial liabilities at fair value through profit
or loss at inception (Fair Value Option). The Group does
not have any financial assets classified as available for
sale or held to maturity.

2.11.1 Financial assets

Financial assets are classified into the following specified
categories: financial assets ‘at fair value through
profit or loss’ (FVTPL), (if held for trading “HFT")and
‘loans and receivables’ (which include amounts due
from related parties). The classification depends on
the nature and purpose of the financial assets and is
determined at the time of initial recognition.

2.11.2 Cash and cash equivalents
The Group considers all highly liquid unrestricted
investments with less than three months maturity from
the date of acquisition to be cash equivalents. Bank
overdrafts that are repayable on demand and form
an integral part of the Group’s cash management are
included as a component of cash and cash equivalents

for the purpose of the statement of cash flows.

2.11.3 Loans and receivables

Loans and receivables are financial assets with fixed
or determinable payments that are not quoted in an
active market. Such assets are recognised initially at fair
value plus any directly attributable transaction costs.
Financial assets classified as loans and receivables are
subsequently measured at amortized cost using the
effective interest method less any impairment losses.

Interest income is recognised by applying the effective

23
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interest rate, except for short-term receivables, where

the effect of discounting is immaterial.

2.11.4 Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rightstothe cash flows from the assetexpire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. On derecognition of a financial asset in
its entirety, the difference between the asset’s carrying
amount and the sum of the consideration received and
receivable and the ciimulative gain or loss that had
been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

2.11.5 Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments issued by a member of
the Group are classified as either financial liabilities
or as equity in accordance with the substance of the
contractual arrangements and the definitions of a
financial liability and an equity instrument.

2.11.6 Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued
by the Group are recognised at the proceeds received,
net of direct issue costs. Repurchase of the Company’s
own equity instruments is recognised and deducted
directly in equity.

2.11.7 Financial liabilities

Financial liabilities are classified as either FVTPL
or ‘other financial liabilities’ (which include loans
from banks and related parties and trade and other
payables).

The Group subsequently measures financial liabilities,
except for derivative financial instruments, at amortised
cost using the effective interest method.

2.11.8 Derivative financial instruments
Derivative financial instruments, such as foreign
currency exchange contracts and interest rate swap

contracts, are initially measured at fair value, at the date

24

31ST DECEMBER, 2016

the derivative contracts are entered into. Derivative
financial instruments are classified as held for tradin
unless they are designated as hedging instruments, for
which hedge accounting is applied. Changes in the fair
value of derivative financial instruments are recognised
at each reporting date either in profit or loss or, in the
case of a cash flow hedge or net investment hedge, in
other comprehensive income, net of tax. For hedging
instruments, the timing of recognition in profit or loss
depends on the nature of the hedge relationship.
Derivatives embedded in non-derivative host contracts
are treated as separate derivatives when they meet the
definition of a derivative, their risks and characteristics
are not closely related to those of the host contracts
and the contracts are not measured at FVTPL.

2.11.9 De-recognition of financial liabilities

The Group derecognises financial liabilities when, and
only when, the Group's obligations are discharged,
cancelled or they expire. The difference between the
carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised
in profit or loss.

2.11.10 Offsetting

Financial assets and liabilities are offset and the net
amount presented in the statement of financial position
when, and only when, the Group has a legal right to
offset the amounts and intends either to settle on a
net basis or to realise the asset and settle the liability
simultaneously.

2.11.11 Effective interest method

The effective interest method is a method of
calculating the amortised cost of an interest bearing
financial instrument and of allocating interest income
and expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash flows (including all fees and points paid
or received that form an integral part of the effective
interest rate, transaction costs and other premiums
or discounts) through the expected life of the debt
instrument, or, where appropriate, a shorter period, to
the net carrying amount on initial recognition. i
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2.12 Impairment

2.12.1 Financial assets

A financial asset, other than at FVTPL, is assessed at
each reporting date to determine whether there is any
objective evidence that it is impaired. A financial asset
is considered to be impaired if objective evidence
indicates that one or more events that occurred after
the initial recognition of the financial assets have had
a negative effect on the estimated future cash flows of
that asset.

For available-for-sale equity investments, a significant
or prolonged decline in the fair value of an equity
security below its cost is considered to be objective
evidence of impairment.

For all other financial assets, objective evidence of

impairment could include:
significant financial difficulty of the issuer or

counterparty; or

breach of contract, such as a default or delinquency

in interest or principal payments; or

it is becoming probable that the borrower will

enter bankruptcy or financial re-organisation; or

the disappearance of an active market for that

financial asset because of financial difficulties.

For certain categories of financial assets, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment
on a collective basis. Objective evidence of impairment
for a portfolio of receivables could include the Group'’s
past experience of collecting payments, an increase
in the number of delayed payments in the portfolio
past the average credit period by 90 days, as well
as observable changes in national or local economic
conditions that correlate with a default on receivables.

An impairment loss in respect of a financial asset
measured at amortised cost is calculated as the
difference between the carrying amount, and the
present value of the estimated future cash flows
discounted at the original effective interest rate. An
impairment loss of an available for sale financial asset
is calculated by reference to its current fair value. The

carrying amount of the financial asset is reduced by
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the impairment loss directly for all financial assets with
the exception of trade receivables, where the carrying
amount is reduced through the use of an allowance
When a trade

uncollectible, it is written off against the allowance

account. receivable is considered
account. Subsequent recoveries of amounts previously
written off are credited against the allowance account.
Changes in the carrying amount of the allowance

account are recognised in profit or loss.

“For financial assets measured at amortised cost, if, in
a subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed through profit or loss to the extent
that the carrying amount of the investment at the date
the impairment is reversed does not exceed what the
amortised cost would have been had the impairment
not been recognised.

2.12.2 Non-financial assets

The carrying amounts of the Group’s non-financial
assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any
such indication exists then the asset’s recoverable
amount is estimated. For intangible assets that have
indefinite useful lives or that are not yet available for
use, the recoverable amount is estimated at each
reporting date.

The recoverable amount of an asset or cash-generating
unit is the greater of its value in use and its fair value
less costs to sell. In assessing value in use, the estimated
future cash flows are discounted to their present value
using a discount rate that reflects current market
assessments of the time value of money and the risks
specific to the asset. An impairment loss is recognised
if the carrying amount of an asset or its cash generating
recoverable amount.

unit exceeds its Impairment

losses are recognized in profit or loss. Impairment
losses are reversed when there is an indication that
the impairment loss may no longer exist and there has
been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed

only to the extent that the asset’s carrying amount
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does not exceed the carrying amount that would have

been determined, net of depreciation or amortisation,
if no impairment loss had been recognised. A reversal
of an impairment loss is recognised immediately in
profit or loss.

2.13 Taxation
Income tax expense represents the sum of the tax
currently payable and deferred tax.

2.13.1 Current tax

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported
in profit or loss because of items of income or expense
that are taxable or deductible in future years and items
that are never taxable or deductible. The Company’s
liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the
end of the reporting period.

2.13.2 Deferred tax

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax bases used in the computation
of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all
deductible temporary differences to the extent that it
is probable that taxable profits will be available against
which those deductible temporary differences can be
utilised. Deferred tax is not recognized for the following
temporary differences: (i) the initial recognition of
goodwill, (i) the initial recognition of assets or liabilities
in a transaction that is not a business combination and
that affects neither accounting nor taxable profit, and
(i) differences relating to investments in subsidiaries
and jointly controlled entities to the extent that it is
probable that they will not reverse in the foreseeable
future.

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries and associates, and interests in joint
ventures, except where the Company is able to control
the reversal of the temporary difference and it is
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probable that the temporary difference will not reverse
in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with
such investments and interests are only recognised to
the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of
the temporary differences and they are expected to
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed
at each reporting date and reduced to the extent that
it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be
recovered.

Deferred tax liabilities and assets are measured at the
tax rates that are expected to apply in the period in
which the liability is settled or the asset realised, based
on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting
period. The measurement of deferred tax liabilities and
assets reflects the tax consequences that would follow
from the manner in which the Company expects, at the
end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities.

2.13.3 Current and deferred tax for the year

Current and deferred tax are recognised in profit
or loss, except when they relate to items that are
recognised in other comprehensive income or directly
in equity, in which case, the current and deferred tax
are also recognised in other comprehensive income
or directly in equity respectively. Where current tax
or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the
accounting for the business combination.

2.14 Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with
the conditions attaching to them and that the grants
will be received.

Govemment:grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which
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the grants are intended to compensate. Specifically,
government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred revenue
in the consolidated statement of financial position
and transferred to profit or loss on a systematic and
rational basis over the useful lives of the related assets.

Government grants that are receivable as compensation
for expenses or losses already incurred or for the
purpose of giving immediate financial support to the
Group with no future related costs are recognised
in profit or loss in the period in which they become
receivable.

The benefit of a government loan at a below-marketrate
of interest is treated as a government grant, measured
as the difference between proceeds received and
the fair value of the loan based on prevailing market
interest rates. The amount recognised as government
grant is recognised in profit or loss over the period the
related expenditure is incurred.

2.15 Employee benefits

2.15.1 Short term employee benefits

Short term employee benefit obligations are measured
on an undiscounted basis and are expensed as the
related service is provided by the employee.

2.15.2 Defined contribution plans

A defined contribution plan is a post-employment
benefit plan under which an entity pays fixed
contributions into a separate entity and will have no
legal or constructive obligation to pay further amounts.
Obligations for contributions to defined contribution
pension plans are recognised as an employee benefit
expense in profit or loss in the periods during which

services are rendered by employees.

2.15.3 Defined benefit plans

For defined benefit retirement benefit plans, the cost
of providing benefits is determined using the projected
unit credit method, with actuarial valuations being
carried out at the end of each annual reportiné period.
gains and

Remeasurement, comprising actuarial

losses, the effect of the changes to the asset ceiling
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(if applicable) and the return on plan assets (excluding
interest), is reflected immediately in the statement of
financial position with a charge or credit recognised
in other comprehensive income in the period in which
they - occur. Remeasurement recognised in other
comprehensive income is reflected immediately in
employee benefit reserves and will not be reclassified
to profit or loss. Past service cost is recognised in
profit or loss in the period of a plan amendment. Net
interest is calculated by applying the discount rate at
the beginning of the period to the net defined benefit
liability or asset. Defined benefit costs are categorised
as follows:

« service cost (including current service cost,
past service cost, as well as gains and losses on
curtailments and settlements);

« net interest expense or income; and

*  remeasurement

The Group presents current service costs in profit or
loss in the line iter employee benefits expense. Interest
is accounted for as finance costs in profit or loss.

2.16 Provisions

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result of
a past event, it is probable that the Company will be
required to settle the obligation, and a reliable estimate
can be made of the amount of the obligation.

The amount reéognised as a provision is the best
estimate of the consideration required to settle
the present obligation at the end of the reporting
period, taking into account the risks and uncertainties
surrounding the obligation. When 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 (when the effect of the time

value of money is material).

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a
third party, a receivable is recognised as an asset if it
is virtually certain that reimbursement will be received
and the amount of the receivable can be measured
reliably.
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2.16.1 Restoration costs

Environmental expenditure related to existing
conditions resulting from past or current operations and
from which no current or future benefit is discernible
is charged to profit or loss. The Group recognizes its
liability on a site-by-site basis when it can be reliably
estimated. This liability includes the Group’s portion of
the total costs and also a portion of other potentially
responsible parties’ costs when it is probable that they
will not be able to satisfy their respective shares of the
clean-up obligation. Recoveries of reimbursements are

recorded as assets when virtually certain.

2.17 Contingencies
the
position but

Contingent liabilities are not recognized in
consolidated statement of financial
are disclosed unless the possibility of any outflow
in settlement is remote. A contingent asset is not
recognised in the consolidated statement of financial
position but disclosed when an inflow of economic

benefits is probable.

2.18 Earnings per share

The Group presents basic earnings per share (EPS)
data for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary
shareholders of the Company by the weighted average
number of shares outstanding during the period.
The weighted average number of ordinary shares
outstanding during the period and for all periods
presented is adjusted for the issue of bonus shares as
if the bonus shares were outstanding at the beginning
of earliest period presented.

Diluted earnings per share are computed by dividing
adjusted net income available to shareholders of the
Company by the weighted average number of common
shares outstanding during the year adjusted to include
Potential
dilutive common shares result from stock options and

any dilutive potential common shares.
convertible bonds issued by the Company on its own
common shares.

2.19 Leases
In accordance with IFRIC 4 - Determining whether an
arrangement contains a lease, arrangements including
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transactions that convey a right to use the asset, or
where fulfilment of the arrangement is dependent on
the use of a specific asset, are analysed in order to
assess whether such arrangements contain a lease and
whether the prescriptions of IAS 17 - Lease Contracts
have to be applied.

Leases - as a lessee
In accordance with 1AS 17, the Group capitalizes assets
financed through finance leases where the lease
arrangement transfers to the Group substantially
all of the rewards and risks of ownership. Lease
arrangements are evaluated based upon the following
criteria:

the lease term in relation to the assets’ useful lives;

the total future payments in relation to the fair

value of the financed assets;

existence of transfer of ownership;

existence of a favourable purchase option; and

specificity of the leased asset.

Upon initial recognition the leased asset is measured
at an amount equal to the lower of its fair value and
the present value of the minimum lease payments.
Subsequent to initial recognition, the asset is accounted
for in accordance with the accounting policy applicable
to that asset. The corresponding lease obligations,
excluding finance charges, are included in current or
long-term financial liabilities as applicable

“|ease payments are apportioned between finance
expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining
balance of the liability. Finance expenses are recognised
immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they
are capitalised in accordance with the Group’s general
policy on borrowing costs (see note 2.6). Contingent
rentals are recognised as expenses in the periods in
which they are incurred.

All other leases are operating leases and they are
not recognized on the Group’s statement of financial
position. Operating lease payments are recognised
as an expense on a straight-line basis over the lease
term, except where another systematic basis is more
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representative of the time pattern in which economic
benefits the
Contingent rentals arising under operating leases are

from leased asset are consumed.
recognised as an expense in the period in which they

are incurred.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a
straight-line basis, except where another systematic
basis is more representative of the time pattern in
which economic benefits from the leased asset are

consumed.

3. Application of new and revised International
Financial Reporting Standards (IFRSs)

3.1 New and revised IFRSs/IFRICs effective for
periods beginning on or after 1st January, 2016

In the current year, the Group has applied a number
of amendments to IFRSs issued by the International
Accounting Standards Board (IASB) that
mandatorily effective for an accounting period that

are

begins on or after 1st January 2016.

Amendmentsto IFRS10.IFRS12andIAS 28 Investment
Applying the Consolidation Exception
The Group has applied these amendments for the
first
clarify

Entities:

time in the current year. The amendments
that the

consolidated financial

exemption from  preparing
statements is available to a
parent entity that is a subsidiary of an investment
entity, even if the investment entity measures all its
subsidiaries at fair value in accordance with IFRS
10. The amendments also clarify that the requirement
for an investment entity to consolidate a subsidiary
the
investment activities applies only to subsidiaries

that

providing  services related to former's

are not investment entities themselves.
The application of these amendments has had no
impact on the Group’s financial statements as the
Group is not an investment entity and does not have
any holding company, subsidiary, associate or joint

venture that qualifies as an investment entity
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Amendments to IFRS 11 Accounting for Acquisitions
of Interests in Joint Operations

The Group has applied these amendments for the first
time in the current year. The amendments provide
guidance on how to account for the acquisition of a
joint operation that constitutes a business as defined
in IFRS 3 Business Combinations. Specifically, the
amendments state that the relevant principles on
IFRS 3
and other standards should be applied. The same

accounting for business combinations in
requirements should be applied to the formation of
a joint operation if and only if an existing business is
contributed to the joint operation by one of the parties
that participate in the joint operation.

A joint operator is also required to disclose the
required by IFRS 3
other for combinations.
The application of these amendments has had no

relevant information and

standards business
impact on the Group’s financial statements as the
Group did not have any such transactions in the current
year.

Amendments to 1AS 1 Disclosure Initiative

The Group has applied these amendments for the
first time in the current year. The amendments clarify
that an entity need not provide a specific disclosure
required by an IFRS if the information resulting from
that disclosure is not material, and give guidance on the
bases of aggregating and disaggregating information
for disclosure purposes. However, the amendments
reiterate that an entity should consider providing
additional
specific requirements in IFRS is insufficient to enable

disclosures when compliance with the

users of financial statements to understand the impact
of particular transactions, events and conditions on the
entity’s financial position and financial performance.

In addition, the amendments clarify that an entity’s
share of the other comprehensive income of associates
and joint ventures accounted for using the equity
method should be presented separately from those
arising from the Group, and should be separated into
the share of items that, in accordance with other IFRSs:
(i) will not be reclassified subsequently to profit or
loss; and

29




DANGOTE CEMENT PLC

_CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

(i) will be reclassified subsequently to profit or loss
when specific conditions are met.

As regards the structure of the financial statements,
the amendments provide examples of systematic

ordering or grouping of the notes.

The application of these amendments has not resulted
in any impact on the financial performance or financial
position of the Group.

Amendments to IAS 16 and IAS 38 Clarification

of Acceptable Methods of Depreciation and
Amortisation

The Group has applied these amendments for the first
time in the current year. The amendments to IAS 16
prohibitentitiesfromusingarevenue-baseddepreciation
method for items of property, plant and equipment.
The amendments to IAS 38 introduce a rebuttable
presumption that revenue is not an appropriate basis
for amortisation of an asset. This
presumption can only be rebutted in the following two

intangible

limited circumstances:

a) whentheintangible assetis expressed as a measure
of revenue; or

b) when it can be demonstrated that revenue and
consumption of the economic benefits of the
intangible asset are highly correlated.

As the Group already uses the straight line method for
depreciation and amortisation for its property, plant
and equipment, and intangible assets respectively, the
application of these amendments has had no impact
on the Group’s financial statements

Amendments to IAS 16 and IAS 41 Agriculture: Bearer
Plants

The Group has applied these amendments for the
first time in the current year. The amendments
define a bearer plant and require biological assets
that meet the definition of a bearer plant to be
accounted for as property, plant and equipment
in accordance with IAS 16, instead of IAS 41. The
produce ‘growing on bearer plants continues to be
IAS 41
The application of these amendments has had no

accounted for in accordance with
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impact on the Group’s financial statements as the
Group is not engaged in agricultural activities.

Annual Improvements to IFRSs 2012-2014 Cycle

The Group has applied these amendments for the first
time in the current year. The Annual Improvements to
IFRSs 2012-2014 Cycleincludeanumber ofamendments
to various IFRSs, which are summarised below.
The amendments to IFRS 5 introduce specific
guidance in IFRS 5 for when an entity reclassifies
an asset (or disposal group) from held for sale to
held for distribution to owners (or.vice versa). The
amendments also clarify’ that such a change should
be considered as a continuation of the original
plan of disposal and hence requirements set out in
IFRS 5 regarding the change of sale plan do not apply.
The amendments also clarify the guidance for when
held-for- distribution accounting is discontinued.
The amendments to IFRS 7 provide additional guidance
to clarify whether a servicing contract is continuing
involvement in a transferred asset for the purpose of
the disclosures required in relation to transferred assets.
The amendments to IAS 19 clarify that the rate used
to discount post-employment benefit obligations
should be determined by reference to market
yields at the end of the reporting period on high
quality corporate bonds. The assessment of the
depth of a market for high quality corporate bonds
should be at the currency level (ie. the same
currency as the benefits are to be paid). For currencies
for which there is no deep market in such high
quality corporate bonds, the market vyields at the
end of the reporting period on government bonds
denominated in that currency should be used instead.

The application of these amendments has had no
effect on the Group’s financial statements.
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3. Application of new and revised International Financial Reporting Standards (IFRSs)

3.2 New and revised IFRSs in issue but not yet effective

IFRS 9 Financial Instruments?
IFRS 15 Revenue from Contracts with Customers”
IFRS 16 Leases’

Amendments to IFRS 2
Amendments to IFRS 10
and |AS 28
Amendments IAS 7
Amendments to IAS 12

Disclosure Initiative'

Classification and Measurement of Share-based Transactions?
Sale or Contribution of Assets between an Investor and its Associate or Joint Venture*

Recognition of Deferred Tax Assets for Unrealised Losses!

1 Effective for annual periods beginning on or after 1st January, 2017, with earlier application permitted.

2 Effective for annual periods beginning on.or after st January 2018, with earlier application nermitted.

3 Effective for annual periods beginning on or after Ist January ,2019, with earlier application permitted.

4 Effective for annual periods beginning on or after a date to be determined.

IFRS 9 Financial Instruments

IFRS 9 issued in November 2009 introduced new
requirements for the classification and measurement
of financial assets. IFRS 9 was subsequently amended
in October 2010 to include requirements for the
classification and measurement of financial liabilities
and for derecognition, and in November 2013 to include
the new requirements for general hedge accounting.
Another revised version of IFRS 9 was issued in July
2014 mainly to include a) impairment requirements
for financial assets and b) limited amendments to
the classification and measurement requirements by
introducing a ‘fair value through other comprehensive
income’ (FVTOCI) measurement category for certain
simple debt instruments.

Key requirements of IFRS 9:

. all recognised financial assets that are within the
scope of IAS 39 Financial Instruments: Recognition
and Measurement are required to be subsequently
measured at amortised cost or fair value.

Specifically, debt investments that are held within

a business model whose objective is to collect the

contractual cash flows, and that have contractual

cash flows that are solely payments of principal
and interest on the principal outstanding are
generally measured at amortised cost at the end of
subsequent accounting periods, Debt instruments
that ‘are held within a business model whose
objective is achieved both by collecting contractual

cash flows and selling financial assets, and that

have contractual terms that give rise on specified
dates to cash flows that are solely payments of
principal and interest on the principal amount
outstanding, are generally measured at FVTOCI
All other debt investments and equity investments
are measured at their fair value at the end of
subsequent accounting periods. In addition, under
IFRS 9, entities may make an irrevocable election
to present subsequent changes in the fair value of
an equity investment (that is not held for trading)
in other comprehensive income, with only dividend
income generally recognised in profit or loss.

with regard to the measurement of financial
liabilities designated as at fair value through
profit or loss, IFRS 9 requires that the amount of
change in the fair value of the financial liability
that is attributable to changes in the credit risk of
that liability is presented in other comprehensive
income, unless the recognition of the effects
of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in
fair value attributable to a financial liability’s credit
risk are not subsequently reclassified to profit or
loss. Under IAS 39, the entire amount of the change
in the fair value of the financial liability designated
as fair value through profit or loss is presented in

" profit or loss.

in relation to the impairment of financial assets,
IFRS 9 requires an expected credit loss model, as
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opposed to an incurred credit loss model under
IAS 39. The expected credit loss model requires
an entity to account for expected credit losses
and changes in those expected credit losses at
each reporting date to reflect changes in credit
risk since initial recognition. In other words, it is
no longer necessary for a credit event to have
occurred before credit losses are recognised.
« the new general hedge accounting requirements
retain the three types of hedge accounting
mechanisms currently available in IAS 39. Under
IFRS 9, greater. flexibility has been introduced
to the types of transactions eligible for hedge
accounting, specifically broadening the types of
instruments that qualify for hedging instruments
and the types of risk components of non-financial
items that are eligible for hedge accounting. In
addition, the effectiveness test has been overhauled
and replaced with the principle of an ‘economic
relationship’. Retrospective assessment of hedge
effectiveness is also no longer required. Enhanced
disclosure requirements about an entity’s risk
management activities have also been introduced.

The directors of the Company anticipate that the
application of IFRS 9 in the future may have a material
impact on amounts reported in respect of the Group’s
financial assets and financial liabilities. However, it is
not practicable to provide a reasonable estimate of the
effect of IFRS 9 until the Group undertakes a detailed
review.

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was issued which establishes a
single comprehensive model for entities to use in
accounting for revenue arising from contracts with
customers. IFRS 15 will supersede the current revenue
recognition guidance including IAS 18 Revenue, IAS 11
Construction Contracts and the related Interpretations
when it becomes effective.

The core principle of IFRS 15 is that an entity should
recognise revenue to depict the transfer of promised
goods or services to customers in an amount that
reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services.
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Specifically, the Standard introduces a 5-step approach

to revenue recognition:

« Step 1: Identify the contract(s) with a customer

»  Step 2: Identify the performance obligations in the
contract

» Step 3: Determine the transaction price

»« Step 4: Allocate the transaction price to the
performance obligations in the contract

« Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation

Under IFRS 15, an entity recognises revenue when
(or as) a performance obligation is satisfied, ie.
when ‘control’ of the goods or services underlying
the particular performance obligation is transferred
to the customer. Far more prescriptive guidance has
been added in IFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by

IFRS1S.

The directors of the Company do not anticipate that
the application of IFRS 15 will have a material impact
on the Group’s consolidated financial statements.

IFRS 16 Leases

IFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. IFRS 16 will
supersede the current lease guidance including IAS
17 Leases and the related interpretations when it
becomes effective. IFRS 16 distinguishes leases and
service contracts on the basis of whether an identified
asset is controlled by a customer. Distinctions of
operating leases (off balance sheet) and finance leases
(on balance sheet) are removed for lessee accounting,
and is replaced by a model where a right-ot-use asset
and a corresponding liability have to be recognised for
all leases by lessees (i.e. all on balance sheet) except
for short-term leases and leases of low value assets.
The
at cost
(subject to certain exceptions)
depreciation and impairment losses, adjusted for
any remeasurement of the lease liability. The lease

right-of-use asset is initially —measured

and subsequently measured at cost

less accumulated

liability is initially measured at the present value
of the lease payments that are not paid at that




DANGOTE CEMENT PLC

CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS

date.

for

the
lease payments,

lease liability

as well

Subsequently, is adjusted

interest and as the

impact of lease modifications, amongst others.

Furthermore, the classification of cash flows will
also be affected as lease
IAS

flows; whereas under the IFRS 16 model, the lease

operating payments

under 17 are presented as operating cash
payments will be split into a principal and an interest
portion which will be presented as financing and
operating cash flows respectively.

In contrast to lessee accounting, IFRS 16 substantially .. ..

carries forward the lessor accounting requirements in
IAS 17, and continues to require a lessor to classify a
lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by
IFRS 16.

As at 31 2016,
cancellable operating lease commitments of #N1.5
biliion. I1AS 17 does not require the recognition of

December, the Group has non-

any right-of-use asset or liability for future payments

for these leases; instead, certain information is
disclosed as operating lease commitments in note
32. A preliminary assessment indicates that these
arrangements will meet the definition of a lease
under IFRS 16, and hence the Group will recognise
a right-of-use asset and a corresponding liability
in respect of all these leases unless they qualify for
low value or short-term leases upon the application
of IFRS 16. The new requirement to recognise a
right-of-use asset and a related lease liability is
expected to have a significant impact on the amounts
recognised in the Group’s financial statements and the
directors are currently assessing its potential impact. It
isnot practicable to provide areasonable estimate of the
financial effect until the directors complete the review.
In contrast, for finance leases where the Group is a
lessee, as the Group has already recognised an asset
and a related finance lease liability for the lease
arrangement, and in cases where the Group is a lessor
(for both operating and finance leases), the directors
of the Company do not anticipate that the application
" of IFRS 16 will have a significant impact on the amounts

recognised in the Group’s financial statements.
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Amendments to IFRS 2 Classification and
Measurement af Share-based Payment Transactions
The amendments clarify the following:

1. In estimating the fair value of a cash-settled share-
based payment, the accounting for the effects of
vesting and non-vesting conditions should follow
the same approach as for equity-settled share-
based payments.

2. Where tax law or regulation requires an entity to
withhold a specified number of equity instruments
equal to the monetary value of the employee's
tax obligation to meet the employee’s tax liability
which is then remitted to the tax authority, ie.
the share-based payment arrangement has a ‘net
settlement feature’, such an arrangement should be
classified as equity-settled in its entirety, provided
that the share-based payment would have been
classified as equity-settled had it not included the
net settlement feature.

3. A modification of a share-based payment that
changes the transaction from cash-settled to
equity-settled should be accounted for as follows:

i) the original liability is derecognised ;

i) the equity-settled share-based
recognised at the modification date fair value of the

payment s

equity instrument granted to the extentthat services
have beenrendered up to the modification date; and
i) any difference between the carrying amount
of the liability at the modification date and the
amount recognised in equity should be recognised
in profit or loss immediately.

The amendments are effective for annual reporting
periods beginning on or after 1 January 2018 with
earlier application permitted. Specific transition
provisions apply. The directors of the Company do not
anticipate that the application of the amendments in
the future will have a significant impact on the Group'’s
financial statements as the Group does not have any
cash-settled share-based payment arrangements or
any withholding tax arrangements with tax authorities

in relation to share-based payments.

Amendments to’thS 10 and IAS 28 Sale or
Contribution of Assets between an Investor and its
Associate or Joint venture
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The amendments to IFRS 10 and IAS 28 deal with
situations where there is a sale or contribution of assets
between an investor and its associate or joint venture.
Specifically, the amendments state that gains or losses
resulting from the loss of control of a subsidiary that
does not contain a business in a transaction with an
associate or a joint venture that is accounted for using
the equity method, are recognised in the parent’s profit
or loss only to the extent of the unrelated investors’
interests in that associate or joint venture. Similarly,
gains and losses resulting from the remeasurement
of investments retained in any former stibsidiary (that
has become an associate or a joint venture that is
accounted for using the equity method) to fair value
are recognised in the former parent’s profit or loss only
to the extent of the unrelated investors’ interests in the
new associate or joint venture.

The effective date of the amendments has yet to
be set by the IASB; however, earlier application of
the amendments is permitted. The directors of the
Company anticipate that the application of these
amendments may have an impact on the Group's
consolidated financial statements in future periods
should such transactions arise.

Amendments to IAS 7 Disclosure Initiative
The amendments require an entity to provide
disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing
activities. The amendments apply prospectively for
annual periods beginning on or after 1 January 2017

with earlier application permitted.

The directors of the Company do not anticipate that
the application of these amendments will have a
material impact on the Group’s consolidated financial
statements.

Amendments to IAS 12 Recognition of Deferred Tax

Assets for Unrealised Losses

The amendments clarify the following:

1. Decreases below cost in the carrying amount of a
fixed-rate debt instrument measured at fair value
for which the tax base remains at cost give rise to
a deductible temporary difference, irrespective of

31ST DECEMBER, 2016

whether the debt instrument’s holder expects to
recover the carrying amount of the debt instrument
by sale or by use, or whether it is probable that the
issuer will pay all the contractual cash flows;

N

When an entity assesses whether taxable profits

will be available against which it can utilise a

deductible temporary difference, and the tax law

restricts the utilisation of losses to deduction
against income of a specific type (e.g. capital
losses can only be set off against capital gains), an
entity assesses a deductible temporary difference
in combination with other.deductible temporary
differences of that type, but separately from other
types of deductible temporary differences;

3. The estimate of probable future taxable profit
may include the recovery of some of an entity’s
assets for more than their carrying amount if there
is sufficient evidence that it is probable that the
entity will achieve this; and

4. In evaluating whether sufficient future taxable

profits are available, an entity should compare the

deductibletemporarydifferenceswithfuturetaxable
profits excluding tax deductions resulting from the
reversal of those deductible temporary differences.

The amendments apply retrospectively for annual

periods beginning on or after Ist January 2017 with

earlier application permitted.

The directors of the Company do not anticipate that
the application of these amendments will have a
material impact on the Group’s financial statements

4. Critical accounting judgements and key sources of
estimation uncertainty

The preparation of consolidated financial statements in
conformity with IFRSs requires management to make
judgements, estimates and assumptions that affect the
application of accounting policies and the reported
amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates. The
management of the Group revises its estimates and
assumptions on a regular basis to ensure that they are
relevant regarding the past experience and the current
economic and poiitical environment. Estimates and
underlying assumptions are reviewed on an on-going
basis. Revisions to accounting estimates are recognised
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in the period in which the estimates are revised and in
any future periods affected. The accounting for certain
the
disclosure of financial assets, contingent assets and

provisions, certain financial instruments and
liabilities at the date of the consolidated and separate
financial statements is judgmental. The items, subject
to judgment, are detailed in the corresponding notes

to the consolidated and separate financial statements.

In particular, information about significant areas of
estimation uncertainty and critical judgements in
applying accounting policies that have the most
significant effect on the amount recognised in the

financial statements are discussed below:

4.1 Critical accounting judgements

4.1.1 Control over subsidiaries

Note 17 describes that Dangote Quarries Zambia
Limited is a subsidiary of the Group although the Group
only holds a 49.9% ownership interest in Dangote
Quarries Zambia Limited. Based on the arrangements
between the Group and other investors, the Group has
the power to appoint and remove the majority of the
board of directors of Dangote Quarries Zambia Limited
that has the power to direct the relevant activities of
this entity. Therefore, the Directors of the Company
concluded that the Group has the practical ability
to direct the relevant activities of Dangote Quarries
Zambia and hence the Group has control over the
entity.

4.1.2 Recoverability of forward contracts
The Directors of the Company have assessed whether
or not the Group has the capability to obtain economic
benefits arising from foward foreign currency contracts
in existence as at 31st December, 2016. In making their
judgement the directors considered if the Group has
practical ability to enforce the realisation of benefits
from the forward contracts. After assessment the
Directors concluded that the Group may not be able
to realise the benefits of the forward contracts given
the scarcity of foreign currency in the market. The
, realisation of the benefits is on condition that the
' Group obtains foreign cu?rency in the market whichl is
scarce at the moment. The value of the contracts was
estimated at 85.5 billion on 31st December, 2016.
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4.1.3 Tax holiday

The Directors of the company have assesseed whether
the operations in the Ibese factory line 1 to 4 and
Obajana Line 3 to 4 qualify for tax holiday under
which
included obtaining an opinion from legal experts, the

the existing regulations. After assessment,
Directors concluded that these production lines are
entitled to tax holidays under the existing regulations.
This is also supported by similar lines that have been
officially granted tax holidays. The formal application
to government authorities is now at an advanced stage
and no indications so far that the holiday will not be
formally granted to us. The tax charge for the year
has been determined on the basis that the operations
are entitled to a 5 years tax holiday period. If the lines
were not entitled to tax holidays the additional tax
charge would have amounted to N64 billion (2015: 840
billion)

4.2 Key sources of estimation uncertainty

4.2.1 Provision for restoration costs

Directors of the Group exercises significant judgement
in estimating provisions for restoration costs. Should
these estimates vary, profit or loss and statement of
financial position in the following years would be
impacted.

4.2.2 Provisions for employee benefits

The actuarial techniques used to assess the value of the
defined benefit plans as at 31st December, 2015 involve
financial assumptions (discount rate, rate of return on
assets, medical costs trend rate) and demographic
assumptions (salary increase rate, employee turnover
rate, etc.). The Group uses the assistance of an external
independent actuary in the assessment of these
assumptions. For more details refer to note 28.2.

4.2.3 Estimated useful lives and residual values of
property, plant and equipment
The Group's Directors determine the estimated useful

lives and related depreciation charge for its items of

property, plant and equipment on an annual basis. The
Group has carried out a review of the residual values
and useful lives of broperty, plant and equipmént as at
31st December, 2016 and adjusted the remaining useful
lives of some assets for the current or future periods.
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The useful life of trailers was adjusted from 4 vears to
6 years. This resulted depreciation expense falling by
N1.5 billion.

4.2.4 Valuation of deferred tax

The recognition of deferred tax assets requires an
assessment of future taxable profit. Deferred tax assets
are only recognised to the extent that it is probable
that taxable profits will be available against which
deductible temporary differences can be utilised.
The availability of future taxable profits depends on
several factors including the Group’s future financial
performance and if necessary, implementation of tax
planning strategies.

31ST DECEMBER, 2016
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Group Company
2016 2015 2016 2015
5. Revenue (Tonnes) ‘000 tonnes ‘000 tonnes ‘000 tonnes ‘000 tonnes
Cement production capacity (for the year) 42,550 42,550 29,250 29,250
Cement production volume 22 584 18,425 14,973 13,585
Trade cement purchases 1,086 629 = -
(Increase)/decease in stock of cement 45) (196) 155 (95)
Cement sales volume 23,575 18,858 15,128 13,290

Group Company
' 2016 2015 2016 2015
' million N¥’million ¥’ million #¥'million

Revenue (Naira)

Revenue from sales of cement 614,936 491,544 426,129 389,215
Revenue from sales of other products 167 181 - -
Cement sales volume 615,103 491,725 426,129 389,215

All group sales exclude intra-group sales.

5.1 Information about major customers
Included in revenue arising from direct sales of cement of 8614.9 billion (2015: 84915 billion) is revenue of
approximately 829.8 billion (2015: 819.8 billion) which arose from sales to the Group’s largest customer.

No single customer contributed 10% or more to the Group’s revenue for both 2016 and 2015 financial years.

6. Segment information

6.1 Products and services from which reportable segments derive their revenue

The Executive Management Committee is the Company’s Chief Operating Decision Maker. Management has
determined operating segments based on the information reported and reviewed by the Executive Management
Committee for the purposes of allocating resources and assessing performance. The Executive Management
Committee reviews internal management reports on at least a quarterly basis. These internal reports are prepared

on the same basis as the accompanying consolidated and separate financial statements.

Segment information is presented in respect of the Group's reportable segments. For management purposes, the
Group is organised into business units by geographical areas in which the Company operates. The Company has 2
reportable segments based on location of the principal operations as follows:

« Nigeria

« Pan Africa

In 2015, the group operated 3 reportable segments as follows:

¢ Nigeria Z , :
»  Waest and Central Africa ' j '
= South and East Africa
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Following a restructuring of management during the year, West and Central Africa and South and East Africa were
merged to form the Pan Africa segment.

All segments are involved in the production, distribution, and sale of cement and/or related products.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be

allocated on a reasonable basis.

6.2 Segment revenue and results

The following is an analysis of the Group’s revenue, results, assets and liabilities by reportable segment. Performance
is measured based on segment sales revenue and operating profit, as included in the internal management reports
that are reviewed by the Executive Management Committee. Segment revenue and operating profit are used to
measure performance as management believes that such information is the most relevant in evaluating results of

certain segments relative to other entities that operate within these industries.

2016
Central
Segment Results Administrative
Nigeria Pan Africa costs Eliminations Total

#’'million ¥’'million #’million W¥’million #'million
Revenue 426,129 195,028 = (6,054) 615,103
EBITDA* 241,969 26,456 1,213) 21 257,243
Depreciation & amortisation 4713 28,384 = ) 74,750
Operating profit/(loss) 194,856 (1,928) M,213) 7738 182,493
Other income 4,767 5775 = = 10,542
Finance income 224,708 4,212) - (176,679) 43,817
Finance costs 34,042 44,267 = (32,928) 45,381
Profit/(loss) after tax 379,551 (38,520) M,213) (142,974) 186,624
Segment assets & liabilities
Non-current assets 1,336,473 631,118 = (742,847) 1,224,744
Current assets 193,602 126,924 - (17,362) 303,164
Total assets 1550075 758,042 = (760,209) 1,527,908
Segment liabilities 548,795 832,163 = (650,395) 730,563
Net additions to non-current assets,
excluding deferred tax 309,241 234,869 - (299,974) 244136
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2015
Segment Results Administrative
Nigeria Pan Africa costs Eliminations Tota

##’'million #¥’million ' million N¥’million ¥'million
Revenue 389,215 103,477 - (967) 491,725
EBITDA? 247,479 25,070 (10,068) (33) 262,448
Depreciation & amortisation 43,713 11,740 - (827) 54,626
Operating profit 203,766 13,330 (10,068) 794 207822
Other Income 2,148 1,803 = = 3.95]
Finance income 54,348 (46,415) = 6,016 13,949
Finance costs 27,479 18,901 - (12,903) 33,477
Profit/(loss) after tax 223,239 (23,594) - (10,068) (8,254) 181,323
* represents earnings before interest, taxes, depreciation & amortisation
Central administrative costs were included as part of Nigeria in prior periods
Segment assets & liabilities
Non-current assets 1,011,889 375,945 - (442,871 944,963
Current assets 12,586 54,365 - 971 165,980
Total Assets 1124,475 430,310 - (443,842) 1,110,943
Segment liabilities 375,996 486,911 - (396,684) 466,223
Net additions to non-current assets,
excluding deferred tax 168,574 57,893 - (126,953) 99,514

The accounting policies of the reportable segments are the same as the Group’s accounting policies described

in Note 2. Each segment bears its administrative costs and there are no allocations from central administration.

This is the measure reported to the Chief Operating Decision Maker for the purposes of resource allocation and

assessment of segment performance. Group financing (including finance income and finance costs) and income

taxes are managed at an individual company level.
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Significant non current assets by

country excluding deferred tax 2016 2015

#®'million #’million
Nigeria 1,282,708 1,000,976
South Africa 75,248 43,984
Senegal 72,201 48,089
Zambia 88,913 54,679
Ethiopia 112,680 79,043
Tanzania 104,342 74,601
Congo 70,748 33123
Cameroun 35,568 21,422

Significant revenue by country (external customers)

Nigeria 420,075 388,248
Ghana 32,856 15,436
South Africa 41,381 35,393
Ethiopia 40,071 16,961
Zambia 16,968 8,854
Tanzania 12,022 -
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