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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS 

 

 
1. Significant accounting policies 

 
The accounting policies and methods followed in the preparation of these financial 

statements are the same as those used for the year ended 31st December, 2016. The 

accounting policies adopted, a summary of which is set out below, have been 

consistently applied to the years presented, unless otherwise disclosed. 

 
2. Business description 
 

Lafarge Africa PLC was incorporated in Nigeria on 26 February, 1959 and commenced 

business on 10 January 1961. The Company formerly Known as Lafarge Cement 

WAPCO Nigeria PLC changed its name after a special resolution was passed and voted 

in favour of by the shareholders at the Annual General Meeting held on Wednesday 9 

July 2014. The change of name became effective with the acquisition of shares in 

Lafarge South Africa Holdings (Proprietary) Limited (LSAH), United Cement Company of 

Nigeria Limited (Unicem), Ashaka Cem PLC (AshakaCem) and Atlas Cement Company 

Limited (Atlas). 

 

The Company‟s corporate head office is situated at 27B Gerrard Road, Ikoyi, Lagos.  

 

Lafarge Africa PLC is in the business of manufacturing and selling of Cement and 

other cementitious products such as Ready-Mix concrete, Aggregates and Fly-Ash. 

 

On July 15, 2015, Lafarge S.A. France and Holcim Limited,Switzerland joined to create 

a new company, Lafarge Holcim, Switzerland. The implication of the merger is that 

Lafarge Africa PLC is now a member of the world‟s number one building materials 

company. LafargeHolcim is thus the ultimate controlling parent. 

 

The term „Group‟ as used in this report will refer to the Company, its subsidiaries and 

investment in associates. 

 

 Following the acquisition of the remaining 50% equity stake in Egyptian Cement 

Holding B.V on 27 June, 2016, Lafarge Africa Group comprises the Lafarge Africa 

PLC, its subsidiaries and indirect subsidiaries listed below: 

 

 Lafarge Ready Mix Nigeria Limited which was incorporated in Nigeria as a fully 

owned subsidiary of Lafarge Africa PLC on 21 December, 2010, and it is in the 



LAFARGE AFRICA PLC 
Unaudited consolidated financial results for Quarter 1 and year to date ended 31 March 2017 

 

 
 

business of producing ready mix concrete for the construction industry. Its principal 

office is located at 38 Kudirat Abiola Way, Oregun, Lagos, Nigeria. 

 

 Ashaka Cement PLC was incorporated in Nigeria on 7 August 1974 as a private 

limited company and was converted to a public company on 7 September 1974. 

Lafarge Africa PLC owns 84.97% interest in AshakaCem PLC.  

 

 Atlas Cement Company Limited was incorporated on 24 September 24 1999 and 

became a subsidiary of Lafarge Africa PLC on 12 September 2014. Lafarge Africa 

PLC owns 100% of the equity shareholding of Atlas. 

 

 Lafarge South Africa Holdings (PTY) Limited (LSAH) is a holding company through 

which Lafarge S.A. holds interests in several South African entities with significant 

scale and a balanced portfolio of assets across cement; aggregates; ready-mix 

concrete and fly ash. Lafarge Africa PLC owns 100% of LSAH, which represents 

an indirect average holding of 72.40% in the underlying principal operating 

companies in South Africa, including Lafarge Industries South Africa; Lafarge 

Mining South Africa and Ash Resources. 

 

 Egyptian Cement Holding BV (ECH) is a private limited liability company, having its 

statutory and business seats in Amsterdam, the Netherlands. It was incorporated 

under the laws of the Netherlands on 29 December 2005.  Holcibel and Lafarge 

Cement International jointly controlled ECH up to September 2014 with the 

remaining 30% held by Flour Mills of Nigeria PLC. 

 

Lafarge Cement International sold its holdings in ECH to Lafarge Africa in 

September 2014, as part of the above mentioned consolidation. Lafarge Africa 

issued 289.2 million Lafarge Africa shares for the 35% stake in ECH. 

 

Lafarge and Holcim reached an agreement in November 2014 to buy Flour Mills of 

Nigeria‟s (FMN) 30% shareholding in ECH in two tranches. The price was affected 

by the threat of losing the interest to competition. The first 15% was transferred in 

January 2015 and the second 15% tranche was concluded in September 2015. 

 

 Nigerian Cement Holding B.V. (NCH) is a private limited liability company, having 

its statutory and business seats in Amsterdam, the Netherlands. It was 
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incorporated under the laws of the Netherlands on 28 December 2005. It is a Dutch 

holding company owned solely by ECH. NCH in turn owns 100% of Unicem.  

 

 United Cement Company Nigeria Limited (Unicem) was incorporated in Nigeria on 18 

September 2002 as a private limited liability company and is owned by Lafarge Africa 

PLC through shareholding in ECH, a company which owns 100% equity investment in 

NCH.  Lafarge Africa PLC increased her indirect shareholding in Unicem from 50% to 

100% in June 2016.  

 

The assessment was made that it would be beneficial to consolidate Unicem and its 

Holding companies under Lafarge Africa, and eventually collapse the complex and tax 

inefficient ECH/NCH Dutch Holding structure (any future dividend would flow from Nigeria 

(Unicem) to the Netherlands (NCH, ECH) and then back to Nigeria (Lafarge Africa) to 

then be paid to the European Holding companies above Lafarge Africa. There is an 

approval from the 2014 AGM, which allows Lafarge Africa to buy further shares of 

Unicem or ECH by issuing new Lafarge Africa‟s share at terms similar to those of the 

original transaction (i.e. using the same share exchange ratio).  

 

 

3. Investment in Joint Venture 

A joint venture (JV) is a joint arrangement whereby the parties that have joint control of 

the arrangement have rights to the net assets of the joint arrangement. Joint control is the 

contractually agreed sharing of control of an arrangement, which exists only when 

decisions about the relevant activities require unanimous consent of the parties sharing 

control.   

 

The results, assets and liabilities of associates are incorporated in these financial 

statements using the equity method of accounting, except when the investment is 

classified as held for sale, in which case it is accounted for in accordance with IFRS 5, 

Non-current Assets Held for Sale and Discontinued Operations. 

 

Under the equity method, investments in JVs are carried in the Group statement of 

financial position at cost as adjusted for post-acquisition changes in the Group‟s share of 

the net assets of the associate, less any impairment in the value of individual 

investments.  Losses of a JV in excess of the Group‟s interest in that JV (which includes 

any long-term interests that, in substance, form part of the Group‟s net investment in the 



LAFARGE AFRICA PLC 
Unaudited consolidated financial results for Quarter 1 and year to date ended 31 March 2017 

 

 
 

JV) are recognised only to the extent that the Group has incurred legal or constructive 

obligations or made payments on behalf of the JV. 

 

Any excess of the consideration over the Group‟s share of the net fair value of the 

identifiable assets, liabilities and contingent liabilities of the JV recognised at the date of 

acquisition is recognised as goodwill.  The goodwill is included within the carrying amount 

of the net fair value of the identifiable assets, liabilities and contingent liabilities over the 

cost of acquisition, after reassessment, is recognised immediately in profit or loss. 

 

Where a group entity transacts with a JV of the Group, profits and losses are eliminated 

to the extent of the Group‟s interest in the relevant JV. 

 

The Group has a 35% interest in Continental blue Investment Ghana Limited, a JV which 

is involved in the business of manufacturing and processing of non-precious minerals and 

building material in Ghana. The interest in the JV is accounted for using the equity 

method. 

 

 

 

4. Foreign operations 

 

 The assets and liabilities, including goodwill and any fair value adjustments arising 

on the acquisition of a foreign operation whose functional currency is not Naira, 

are translated by using the closing rate. 

 

 Income and expenses of a foreign operation, whose functional currency is not the 

currency of a hyperinflationary economy, are translated by using the average 

currency rate for the period unless exchange rates fluctuate significantly. 

 

 The exchange differences arising on the translation are recorded in other 

comprehensive income under “Foreign operation translation adjustment”. On the 

partial or total disposal of a foreign entity with a loss of control, the related share in 

the cumulative translation differences recorded in equity is recognized in the 

statement of income. 
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5. ECH / NCH Not Considered As Foreign Operations 

 

IAS 21 paragraph 8 defines a 'foreign operation' as 'an entity that is a subsidiary...the 

activities of which are based or conducted in a country or currency other than those of the 

reporting entity'. This definition would seem to suggest that a foreign operation must have 

its own 'activities'. 

 

ECH and NCH are intermediate finance subsidiaries whose only function is to hold 

intercompany loans. Financing activities such as holding bonds payable or investing 

surplus cash positions are not considered as operating activities.‟ As ECH and NCH only 

hold intercompany loans, they therefore do not have any operating activities. 

Consequently, they are not considered as a foreign operation under IAS 21. 

 

6. Change in functional currency of ECH and NCH 

 

The functional currency of an entity reflects the underlying transactions, events and 

conditions that are relevant to the entity. Accordingly, once determined, the functional 

currency can be changed only if there is a change to those underlying transactions, 

events and conditions. 

 

A change in functional currency should be reported as of the date it is determined that 

there has been a change in the underlying events and circumstances relevant to the 

reporting entity that justifies a change in the functional currency. This could occur on any 

date during the year. When there is a change in an entity‟s functional currency, the entity 

applies the translation procedures applicable to the new functional currency prospectively 

from the date of the change. In other words, all items are translated into the new 

functional currency using the exchange rate at the date of the change. The resulting 

translated amounts for non-monetary items are treated as their historical cost. Exchange 
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differences arising from the translation of a foreign operation previously recognized in 

other comprehensive income are not reclassified from equity to profit or loss until the 

disposal of the operation. 

 

The functional currencies of ECH and NCH were changed from US Dollar to Nigerian 

Naira with effect from 1 July, 2016. 

 

7. Conversion of Shareholders’ Loans to Equity  

 

7.1. Conversion of shareholders’ loans to equity 

An issuer of a financial instrument should classify it on initial recognition as a financial 

liability, a financial asset or an equity instrument in accordance with the contractual 

arrangement‟s substance and definitions of a financial liability, financial asset or an equity 

instrument. 

 

The critical feature that distinguishes a financial liability from an equity instrument is the 

existence of a contractual obligation to either deliver cash or another financial asset to the 

holder. In other words, if the instrument does not have a contractual obligation to deliver 

cash or another financial asset, it is classified as an equity instrument. Therefore, where 

payments of interest and principal are discretionary in nature, equity treatment is 

appropriate, and the interest on the equity instrument will be recognized in retained 

earnings. 

 

7.2. Conversion of shareholders’ loans to equity 

As at July, 1st 2016, the company has converted a shareholders' loans to an 

equity instrument for an amount of 493 million USD on which an average interest rate of 

6% is payable at the discretion of the company. As per September 30th 2016, the 

estimated interest payable reached 8,9 million USD. 

 

Should ECH and/or NCH decide to repay its equity (e.g. share premium) that was 

previously classified as a shareholders‟ loan payable, then this in substance is equivalent 

to ECH and/or NCH reacquiring its own equity instruments for cash which will result in no 

profit or loss impact as confirmed by IAS 32 paragraph 33 as follows: 

‘If an entity reacquires its own equity instruments, those instruments (‘treasury shares’) 

shall be deducted from equity. No gain or loss shall be recognised in profit or loss on the 

purchase, sale, issue or cancellation of an entity’s own equity instruments. Such treasury 
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shares may be acquired and held by the entity or by other members of the consolidated 

group. Consideration paid or received shall be recognised directly in equity.’ 

 

 

7.3. Conversion of Unicem Debt  

 

 The shareholder loans between Holderfin and Unicem were assigned to NCH so that 

the loan goes from Holderfin to NCH and then onwards to Unicem; 

 The functional currency of ECH and NCH was changed from US Dollar to Nigerian 

Naira.  

 As described above, the Shareholder‟s Loans for an amount of 493 million USD have 

been converted on 1st July 2016 to equity instruments where the repayment of the 

principle and the interests are at the sole discretion of the borrower.  
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