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INDEPENDENT AUDITOR’S REPORT  
TO THE MEMBERS OF LAFARGE CEMENT ZIMBABWE LIMITED  

 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS 

 

Disclaimer of Opinion 

 

We were engaged to audit the financial statements of Lafarge Cement Zimbabwe Limited (“the 
Company”), which comprise the statement of financial position as at 31 December 2018, the 

statement of profit or loss and other comprehensive income, statement of changes in equity and 

statement of cash flows for the year then ended, and the notes to the financial statements, including 

a summary of significant accounting policies. 

 

We do not express an opinion on the accompanying financial statements of the Company. Because 

of the significance of the matters described in the Basis for Disclaimer of Opinion section of our 

report, we have not been able to obtain sufficient appropriate evidence to provide a basis for an 

audit opinion on these financial statements.  

 

Basis for Disclaimer of Opinion 

 

In arriving at the basis for disclaimer of opinion, we have applied the guidance issued by the Public 

Accountants and Auditors Board titled ‘Financial Reporting and Auditing Guidance on Currency 
Considerations Under the Environment Prevailing for Financial Years Beginning on or After 1 January 

2018’, which was issued for application by preparers and auditors of financial statements of 
Zimbabwean registered entities. 

 

Inability to comply with International Accounting Standard (“IAS”) 21 – ‘The Effects of Changes in 

Foreign Exchange Rates’ 
 

During the year, the Company transacted using a combination of United States Dollars (“USD”), 
bond notes and bond coins. Acute shortages of USD cash and other foreign currencies in the country 

resulted in an increase in the use of different modes of payment for goods and services, such as 

settlement through the Real Time Gross Settlement (“RTGS”) system and mobile money platforms. 

During the year there was a significant divergence in market perception of the relative values 

between the bond note, bond coin, mobile money platforms, RTGS FCA in comparison to the USD. 

Although RTGS and mobile money platforms were not legally recognised as currency during the year 

ended 31 December 2018, the substance of the economic phenomenon, from an accounting 

perspective, suggested that it was currency. 

 

In October 2018, banks were instructed by the Reserve Bank of Zimbabwe (“RBZ”) to separate and 
create distinct bank accounts for depositors, namely RTGS FCA and Nostro FCA accounts. This 

resulted in a separation of transactions on the local RTGS payment platform from those relating to 

foreign currency (e.g. USD, British pound, and South African Rand). Prior to this date, RTGS FCA 

and Nostro FCA transactions and balances were co-mingled. 

 

As a result of this separation, there was an increased proliferation of multi-tier pricing practices by 

suppliers of goods and services, indicating a significant difference in purchasing power between the 

RTGS FCA and Nostro FCA balances, against a legislative framework mandating parity. These events 

were indicative of economic fundamentals that would require a reassessment of the functional 

currency as required by IAS 21.  

 

As a result of these factors, the Directors performed an assessment on the functional currency of 

the Company in accordance with IAS 21 and acknowledged that the functional currency of the 

Company is no longer USD. 
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INDEPENDENT AUDITOR’S REPORT  
TO THE MEMBERS OF LAFARGE CEMENT ZIMBABWE LIMITED  

 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (continued) 

 

Basis for Disclaimer of Opinion (continued) 

 

Inability to comply with International Accounting Standard (“IAS”) 21 – ‘The Effects of Changes in 

Foreign Exchange Rates’ (continued) 

 

Subsequent to year-end, as indicated in note 29 to the financial statements, a currency called the 

RTGS Dollar was legislated through Statutory Instrument 33 of 2019 (“SI 33/19”), with an effective 
date of 22 February 2019. In addition, SI 33/19 fixed the exchange rate between the RTGS Dollar 

and the USD at a rate of 1:1 for the period up to its effective date. The rate of 1:1 is consistent with 

the rate mandated by the RBZ at the time it issued the bond notes as currency. 

 

The functional currency of the Company has been maintained as the USD and the financial 

statements have been presented in USD using an exchange rate of 1:1, in compliance with SI33/19. 

This constitutes a departure from the requirements of IAS 21, and therefore the financial statements 

have not been prepared in conformity with International Financial Reporting Standards (“IFRSs”). 
Had the Company applied the requirements of IAS 21, many of the elements of the accompanying 

financial statements would have been materially impacted and therefore the departure from the 

requirements of IAS 21 is considered to be pervasive. The financial effects on the financial 

statements of this departure have not been determined. A comparative analysis of how different 

exchange rates would impact on the statement of financial position has been presented in note 29 

to the financial statements. However, these amounts presented may not reflect the opening 

balances, in RTGS Dollars, going forward.  

 

Significance of events and conditions before and after the reporting period on use of the going 

concern assumption 

 

Given the nature and extent of the Company’s foreign currency denominated transactions and 

balances, the measurement of a number of monetary and non-monetary assets and liabilities in the 

Company’s statement of financial position may have changed significantly, as partly demonstrated 

by the sensitivity analysis in note 29. This would have a fundamental impact on a number of key 

categories of financial ratios such as solvency and liquidity, debt, asset turnover, profitability and 

market value, and consequently the nature of the Company’s assessment of its ability to continue 
as a going concern. 

 

The Directors’ assessment of the Company’s ability to continue as a going concern as set out in note 

30 also involves making a judgment, at a particular point in time, about inherently uncertain future 

outcomes or events or conditions. This judgment is impacted by: 

 

i. The degree of uncertainty of future outcomes, which increases when the Company has less 

control over the outcome of macro-economic conditions directly impacting it; 

ii. How the nature and condition of the Company’s business is significantly impacted or linked 

to the level of economic activity in very specific sectors; and 

iii. The dependency of judgments about the future on the degree of reliability of information 

available at the time. 

 

As a result of the significance and pervasiveness of the interactions of the foregoing matters to the 

financial statements as a whole, we are unable to conclude on the appropriateness of the use of the 

going concern assumption in the preparation of the financial statements. 

 

Inability to comply with IFRS 9 ‘Financial Instruments’ 
The Company is a subsidiary of a foreign parent and is obliged to comply with group wide accounting 

policies, appropriately tailored where necessary to local circumstances and conditions. During the 

year, the Company adopted IFRS 9, whose requirements for the measurement of expected credit 

losses on financial instruments requires that such measurement reflects: 

 

i. an unbiased and probability-weighted amount that is determined by evaluating a range 

of possible outcomes; 

ii. time value of money; and 
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INDEPENDENT AUDITOR’S REPORT  
TO THE MEMBERS OF LAFARGE CEMENT ZIMBABWE LIMITED  

 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (continued) 

 

Basis for Disclaimer of Opinion (continued) 

 

Inability to comply with IFRS 9 ‘Financial Instruments’ (continued) 

 

iii. reasonable and supportable information that is available without undue cost or effort at 

the reporting date about past events, current conditions and forecasts of future economic 

conditions. 

 

The Company adopted a generic group wide provisioning matrix for purposes of determination of 

expected credit losses on its trade receivables, but did not localise that matrix to adjust the expected 

credit loss rates for relevant country specific conditions and circumstances, such as historical loss 

rates, economic conditions as at 31 December 2018 and expected future economic conditions. The 

Company also did not develop a specific expected credit loss model for its other financial assets 

measured at amortised cost. Consequently, we could not obtain sufficient and appropriate evidence 

on the appropriateness of the valuation of the expected credit losses recognised in respect of trade 

and other receivables, short term investments and related party receivables as set out in notes 15, 

16.1 and 22.1 respectively. 

 

Responsibilities of Management and Those Charged with Governance for the Financial 

Statements 

 

Management and the Directors are responsible for the preparation and fair presentation of the 

financial statements in accordance with IFRSs, the Companies Act (Chapter 24:03), the Companies 

(Financial Statements) Regulations, 1996 and the Zimbabwe Stock Exchange Listing Requirements, 

and for such internal control as Management and the Directors determine is necessary to enable the 

preparation of financial statements that are free from material misstatement, whether due to fraud 

or error.  

 

In preparing the financial statements, Management and the Directors are responsible for assessing 

the 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 Management and the Directors 

either intend to liquidate the Company or to cease operations, or have no realistic alternative but to 

do so. 

 

Those charged with governance are responsible for overseeing the Company’s financial reporting 

processes. 

 

Auditor’s Responsibilities for the Audit of the Financial Statements 

 

Our responsibility is to conduct an audit of the Company’s financial statements in accordance with 
International Standards on Auditing and to issue an auditor’s report. However, because of the 

matters described in the Basis for Disclaimer of Opinion section of our report, we were not able to 

obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these financial 

statements. 

 

We are independent of the Company in accordance with the ethical requirements that are relevant 

to our audit of the financial statements in Zimbabwe, and we have fulfilled our ethical responsibilities 

in accordance with these requirements. 

 

 

 

_____________________ 

Deloitte & Touche  

Chartered Accountants (Zimbabwe)  

Per Stelios Michael 

Partner 

(PAAB Practice Certificate 0443) 

Harare 

Zimbabwe 

30 April 2019 


