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LAFARGE AFRICA PLC 

 

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION  

If you are in any doubt about the contents of this document or any action to be taken, you should consult your Stockbroker, Solicitor, or any other 
independent professional adviser duly registered under the Investment and Securities Act (No. 29 of 2007) immediately.  
 

If you have sold or otherwise transferred all your shares in Lafarge Africa Plc, please give this d ocument and the accompanying proxy forms to the 
purchaser or transferee or to the Stockbroker or other agent through whom the sale or transfer was effected, for transmission to the purchaser or 
transferee. 
 

The receipt of this document or of any informatio n contained in it or supplied with it or subsequently communicated to any person does not 
constitute investment advice to a shareholder from Lafarge Africa Plc or to any other person by the Company or its directors and the Company does 
not commit to provid ing shareholders with any other information, updates or corrections to this document or the information contained herein.  
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Annual General Meeting  means the 60th Annual General Meeting of the Company, 
scheduled to hold on July 12, 2019; 
 

Board of Directors or Board or 
Directors  

means the board of directors of the Company;  

CAMA  means the Companies and Allied Matters Act Cap C24, Laws 
of the Federation of Nigeria;  
 

Caricement means Caricement B.V., a wholly owned subsidiary of LH;  
 

Chairmanõs Statement 
 
 

means a Statement from the Chairman of the Board of 
Directors of the Company set out in the Annual Report;  
 

Closing Date  means July 31, 2019; 
 

Company  means Lafarge Africa PLC; 
 

Consideration  means the payment by Caricement for the Sale Shares through 
a set-off of all the outstanding amounts due by the Company 
to Caricement under the Inter -Group Loan Agreements at the 
Closing Date; 
 

Explanatory Statement  means this Explanatory Statement; 
 

Fairness Opinion Advisers  means PricewaterhouseCoopers Limited;  
 

Financial Advisers  means Standard Chartered Securities (Nigeria)  Limited;  
 

Group  means the Lafarge Africa PLC Group; 
  

Independent Valuation Adviser  means Standard Chartered Capital and Advisory Limited and 
Standard Chartered Bank, Johannesburg (òtogether SCBó); 
 

Inter -Group Loan s means the inter-group loan s between the Company (as 
borrower) and Caricement (as lender) pursuant to the Inter -
Group Loan Agreements; 
 

Inter -Group  Loan Agreements  means the inter-group loan agreements entered into between 
the Company (as borrower) and Caricement (as lender) [as 
listed in  Appendix 1;  
  

Legal Advisers  means Aluko & Oyebode;  
 

LH  means LafargeHolcim and its group entities;  
 

LSAH  means Lafarge South Africa Holdings (Pty) Limited;  
 



DEFINITIONS  

 

3 
 

Minority Shareholders  means the shareholders of the Company other than LH; 
 

N or Naira  means the lawful currency of the Federal Republic of Nigeria;  
 

NSE or The NSE means The Nigerian Stock Exchange; 
 

NSE Rules means the Rules and Regulations of The NSE; 
 

Proposed Sale means the proposed sale of 100% of the issued share capital in 
LSAH by the Company to LH;  
 

Related Party Rules means The Nigerian Stock Exchangeõs Rules Governing 
Transactions with Related Parties or Interested Persons; 
  

Sale Shares means the 33,823,992 ordinary shares in LSAH  held by the 
Company constituting 100% of the issued share capital of 
LSAH. 
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EXPLANAT ORY NOTE TO SHA REHOL DERS OF LA FARGE AFRICA PLC ON THE 

PROPOSED RELAT ED PARTY TRAN SACTIONS WIT H CARICEMENT B.V. SUBSIDIARY 

OF LAFARGEHOLCIM LIMITED, PURSUA NT  TO THE NIGERIAN STOCK EXCHANGE 

RULES GOVERNING  TRAN SACTIO NS WIT H RELA TED PARTIES OR IN TERESTED 

PERSONS 

 

This Explanatory Note has been prepared to provide all the material information to all the 
Shareholders of Lafarge Afr ica Plc (òLafarge Afr icaó or ôõthe Companyó), in respect of the 
proposed sale of a 100% equity interest held by the Company in Lafarge South Africa Holdings 
(Pty) Limited (òLSAHó) to Caricement B.V. (òCaricementó), an indirect subsidiary of 
LafargeHolcim Limited (òLafargeHolcimó or òLHó) and the repayment of the Inter-Group 
Loans (the òTransactionó) . 
 
The Transaction is subject to the NSE Related Party Rules. Lafarge Africa will present the terms 
of the Transaction to the shareholders for consideration at the 60th Annual General  Meeting of 
the Company, as Special Business, which will be voted on by way of an ordinary resolution in 
accordance with CAMA.  

1. Background  

LSAH, a member of the LafargeHolcim Group, was established in 1998 and manufactures and 

supplies cement, aggregates, ready-mix concrete and fly ash in South Africa. LSAH became a 

wholly owned subsidiary of Lafarge Africa following the Companyõs acquisition of a 100% 

stake in LSAH in 2014. The consideration that Lafarge Africa paid for the acquisition of LSAH 

was settled by way of cash of US$200 million and the allotment of 724,758,803 ordinary shares 

in Lafarge Africa; to Financiere Lafarge SAS1. 

 

Lafarge Africaõs ownership of 100% of LSAH, represents an indirect average holding of 72.40% 

in the underlying principal operating companies in South Africa, in cluding Lafarge Industries 

South Africa, Lafarge Mining South Africa and Ash Resources. In line with the objectives of the 

Broad-Based Black Economic Empowerment Act, 2003 (Act No. 53 of 2003) the remaining 

shares in Lafarge Industries South Africa and Lafarge Mining South Africa are (or will be) held 

by the employees of these companies and Sinako Holdings (one of LSAHõs Black Economic 

Empowerment Partners) and in the case of Ash Resources by its employees and Peotona Group 

Holdings (one of LSAHõs Black Economic Empowerment Partners). 

 

LSAHõs operations have been subjected to shrinking demand in South Africa - an aggressively 

competitive market. Between 2000 and 2007, demand was fueled by increasing infrastructure 

spend which tapered off and eventually decli ned quite sharply. Low growth indicators, 

growing budget deficits, declining infrastructure spend and reduced consumer discretionary 

income continue to constrain industry volumes; and characterize the downward trend in South 

Africaõs building materials sector. The competitive environment, slow recovery and struggle to 

                                                           
1 Financiere Lafarge SAS is a wholly owned subsidiary of LafargeHolcim Group.  
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defend market share have heightened market pressure to reduce prices, significantly impacting 

LSAHõs operating margins in recent years. 

 

The Board of Directors of Lafarge Africa (òthe Boardó) have continued to deliberate on the 

impact of LSAHõs performance on the Company and are now constrained to effect a sale of 

LSAH, in order to halt further erosion of shareholder value and restore profitability to your 

company. 

2. The Proposal 

2.1. The Proposed Sale 

As part of its audit exercise with respect to the 2018 accounts, KPMG Professional Services as 

auditors of the Company, informed the Companyõs management that, based upon its 

assessment of the 2018 performance of LSAH, the valuation of LSAH in the accounts of the 

Company would have to be impaired to a tune of N  70 billion (the Potential Impairment) . The 

Board, acting within its regulatory duties, delayed the approval of the 2018 accounts whilst 

seeking the optimal resolution of this significant issue which had a potential major impact on 

shareholdersõ value in the Company. During deliberations by the Board on this matter, various 

options were considered including  exit from South Africa, the Board then arrived at the 

conclusion that the disposal of LSAH as the best option for halting the Potential Impairment . In 

addition and based on well considered metrics  and the very limited time to explore other 

options,  the Board concluded that a buy-back by LH was the most appropriate means of 

deriving the best v alue from the proposed sale in the interest of all stakeholders and most 

especially the Minority Shareholders. Understanding the implication of the Potential 

Impairment on the Company, LH acted timeously by entering into negotiations with the 

Company with respect to the Potential Sale.  

 

In order to ensure a transparent and armõs length Transaction, the Board took the following 
steps: 
 

i. Set up of an Independent Committee made up of some members of the board who are 
not employees or officers of LH together with the Chairman of the Audit Committee in 
attendance.  

 
1. Mr. Adebode Adefioye   ð   Board member 
2. Mrs. Elenda Giwa-Amu   ð   Board member  
3. Mrs. Adenike Ogunlesi    ð   Board member 
4. Mr. Olawale Oyedele      ð   Chairman Audit Committee  (In Attendance) 

 
The Independent Committee along with the Chairman of the Board (In Attendance) 
negotiated the Proposed Sale with the LH team; 

 

ii.  Appointment of separate professional advisers  (financial and legal advisers) to advise 
the Board on the proposed transaction; 
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iii.  Appointment of a  Fairness Opinion Adviser to provide a fairness opinion with respect 
to the transaction, in line with the Related Party Rules;  
 

iv.  Recusal from voting on the Transaction by Board members who are employees or 
officers of LH ; and 
 

v. Engagement of the services of Standard Chartered Bank Johannesburg and Standard 
Chartered Capital and Advisory (Nigeria) Limited (both referred to as òSCBó in this 
Explanatory Notes) to conduct a òfair valueó valuation of LSAH.   

 
Following the discussions and various negotiations on the Proposed Sale, LafargeHolcim 

agreed to purchase the Sale Shares for the Consideration being a set-off of all the outstanding 

amounts due by the Company to Caricement under the Inter -Group Loan Agreements at the 

Closing Date which is July 31, 2019. The value of the Consideration at the closing date is 

US$316,289,061.00 (three hundred and sixteen million, two hundred and eighty nine thousand 

and sixty one United State Dollars) being the sum total of th e principal sum of 

US$293,000,000.00 plus all  accrued interest of US$23,289,061 as at July 31, 2019. 

2.2. The Set-Off  

At the 59th AGM of the Company, the minority Shareholders approved the restructuring of the 

then existing US$315.2 million  balance of inter-group company loan between the Company and 

LH through Caricement as lender. Pursuant to the approved loan restructuring,  

i. the loans were restructured to a 7.5 year tenor with two years repayment moratorium. 
The summary of the approved restructured loan is attached as Appendix 1 

ii.  the outstanding amounts due to Caricement was split into separate facilities (the òSplit 
Transactionsó) to facilitate repayment by the Company as and when the Companyõs 
cashflows permit; and  

iii.  US$22.2 million was repaid from the proceeds of the N89.2 billion Rights Issue 
concluded in March 2019;  

Following the negotiations with LH by the Independent Committee of the Board and offer by 

LH to purchase the Sale Shares for the Consideration, the Transaction will therefore involve a 

set-off off the purchase price due under the Proposed Sale with the outstanding amounts due 

and payable by the Company under the Inter -Group Loan Agreements. 

3. The Valuation  

SCBõs valuation reflects an intrinsic enterprise value range of US$217 million - US$249 million 

and equity value range of US$85 million ð US$117 million based on LSAHõs management 

business plan. Based on certain parameters, SCB estimated current market value at US$50 

million or less (bottom end of EV/2020 EBITDA range, plus  estimated value of tax losses). It 

noted that in the near term, the Market Value could increase to US$100 million ð US$140 

million , if LSAH demonstrates progress towards its 2021 financial projections.  
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As at May 31, 2019, LSAHõs carrying value on the books of Lafarge Africa is a historical cost of 

N118.10 billion (c.US$328.05 million)2. 

4. Independent Fairness Opinion  

The Rules - in particular, Rule 20.7 (d) 1 (A) and (B) - require that an Independent Financial 

Adviser provide an opinion on whether the related  party transaction òis executed on normal 

commercial termsó or whether it òis prejudicial to the interest of the Issuer (in this case, Lafarge 

Africa) and its minority shareholdersó. 

 

Pursuant to the Rules, Lafarge Africa appointed PricewaterhouseCoopers (òPwCó) for the 

purposes of obtaining an Independent Fairness Opinion on the Sale. 

 

An extract of the report issued by PwC on May 21, 2019 is provided below: 

 
òPwC has assumed and relied, without any responsibility for independent verification, 
upon the accuracy and completeness of all financial and other information, which was 
provided to it or is publicly available.éOur Opinion is based on economic, monetary 
and market conditions as they exist as at the date of this Opinion.. .ó 
 
òéBased upon and subject to the foregoing, PwC is of the opinion that, as at the date 
hereof, the Offer Price for the shares of LSAH ð USD316,289,061.00 ð is fair and 
reasonable.ó 
 

The full text of PwCõs Independent Fairness Opinion is set out in Appendix 2 hereto. 

5. Benefits of the Transaction  

The Proposed Sale is expected to enhance the value of shareholdersõ investments in Lafarge 

Africa, which is of utmost importance to the Board .  In addition, following the conclusion of the 

Proposed Sale, Lafarge Africaõs shareholder loan of US$293,000,000.00 as at July 31, 2019 

(òShareholder Loanõõ), which represents the only existing foreign currency loan in the books of 

the Company will be completely extinguished. This full repayment of the Shareholder Loan  

will protect and preserve Lafarge Af ricaõs net Income and cash flows considering the resulting 

decrease sums to be applied towards debt service as on the overall the Companyõs debt will be 

reduced by c.N115 billion and an additional c. N47 billion by the eventual deconsolidation of 

LSAH . The improvement in cashflow and net income, resulting from the reduction in debt 

service outflows, will enable Lafarge Africa to consider additional investments in cement 

production capacity to improve its market share in Nigeria. The Sale is expected to boost the 

Companyõs profitability, through positive cash flow generation. 

 

In summary, the conclusion of the Sale is expected to: 

 

                                                           
2 converted at a referenced exchange rate of N360.00/US$1.00 
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a. boost Lafarge Africaõs cashflow and net income, given the reduction in debt service 
outflows;  

b. cut annual interest expense by c.N9.1 billion on account of the full repayment of the 
foreign currency inter -company loan; 

c. enable Lafarge Africa to reinvest in (and expand) operations in existing plants;  

d. enable the management of Lafarge Africa to devote attention to Lafarge Africaõs 
operations with higher profitability and prospects;  

e. strengthen Lafarge Africaõs Balance Sheet and position the Company to improve 
overall profitability ; and 

f. enable the re-rating of the Companyõs share price. 

 

Subsequent to the conclusion of the transaction, the only remaining debt on the books of the 

Company will be the 2 nd Tranche of the Corporate Bond (N33.8 billion) with maturity in June 

2021, and the CBN Power Intervention funds through Bank of Industry ( N19.9 billion).  

6. Concurrence of Lafarge Africaõs Audit Committee  

The Company has provided the Audit Committee with copies of the term sheet and 

agreements that Lafarge Africa proposes to execute with Caricement, a subsidiary of 

LafargeHolcim Ltd. The Independent Fairness Opinion prepared by PwC has also been 

presented to the Audit Committee.  

 

At a meeting of the Companyõs Audit Committee held on May 24, 2019, the members of the 

Audit Committee discussed the Sale and confirmed their concurrence with the Independent 

Fairness Opinion expressed by PwC; and consequently, the Audit Committee will not be 

issuing a separate opinion on the Related Party Transaction. 

7. Impact of the Transaction  

The Transaction will become effective following receipt of all requisite regulatory approvals 

and upon the fulfilment of all other  conditions precedent as agreed by Lafarge Africa and 

Caricement. From the effective date of the Sale, Lafarge Africa will cease to own the 100% 

equity interest in LSAH; which will be transferred and relinquished to Caricement. 

Accordingly, from that date,  Lafarge Africa will have no obligations or interests regarding 

LSAH and the accounts of LSAH will no longer form part of Lafarge Africaõs consolidated 

accounts. In addition, the Companyõs liabilities under the Inter-Group Loan Agreements will 

be extinguished. 

8. Recommendation  

The Board has considered the Independent Fairness Opinion provided by PwC and the 

concurrence of the Audit Committee. [Board members who are employees or officers of 

LafargeHolcim recused themselves from these discussions.] 
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Based on the foregoing, the Board believes that, under the circumstances and given the 

likelihood that LSAHõs continued operational and financial performance would have required 

Lafarge Africa to take a very significant impairment on its investment, the Co nsideration of 

US$316,289,061.00 represents a favorable outcome. The Board, therefore strongly recommends 

the Transaction for consideration by the shareholders of Lafarge Africa and urges the 

shareholders to approve the Transaction. 

 

On the back of this recommendation by the Board and the clearance of the transaction by The 

NSE under its rule governing transactions with Related Party and Interested Persons the 

impairment of the investment in LSAH that is recognised in the 2018 audited Financial 

Statements is c.N3.2 billion  which represents the difference between the carrying value of the 

investment (N118.1 billion) and the net sales proceeds translated from US$ to Naira based on 

the prevailing exchange rate as at 31 December 2018. Given that July 31, 2019 is the effective 

date of the Share Purchase Agreement (SPA), the accounts of the Company will continue to 

reflect the operations of LSAH until the end of Q2 2019.      

9. Shareholder Approval  

LafargeHolcim is Lafarge Africaõs parent company and owns 83.8% of the Company through the 

following wholl y owned subsidiaries: Caricement B.V., Associated International Cement Ltd  

(UK) and Lafarge Associated Nigeria Limited.  The counter party to the Proposed Sale and the 

Set-Off is Caricement; based on the provisions of the NSE Rules, the Transaction is a related 

party transaction and therefore governed by the Related Party Rules. Under the Related Party 

Rules, the approval of the Minority Shareholders is required for the consummation of the 

Transaction.  

 

The 60th Annual General Meeting of Lafarge Africa is scheduled to hold on July 12, 2019 at 

11.00am (òthe AGMó). At the AGM, the shareholders of Lafarge Africa will consider and, if 

thought fit, approve the Related Party Transaction which will authorize Lafarge Africa to 

execute such agreements as will be required to effect the Transaction. 

10. Voting at the Meeting  

Each shareholder is eligible to vote at the AGM and will be entitled to cast votes in respect of 

the Transaction.  

 

However, the LafargeHolcim Group  - the majority shareholder in Lafarge Africa, in compliance 

with the requirements  of The NSE Rules Relating to Board Meetings and General Meetings of 

Issuers ð has informed the Company that, as a related party, LafargeHolcim ( its nominee, 

subsidiaries, associate, related party, or other party  acting in concert with LafargeHolcim that 

hold shares in the Company), will  not  exercise its right  to vote at the AGM on matters 

pertaining to the Transaction. 
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Amount - mUS$ Interest Rate
Interest Rate - Post 

Moratorium
Tenor Moratorium Maturity

A Caricement B.V 7.2 1 Month Libor + 5.71% Not Applicable 1 Month Not Applicable 27 December, 2018*

B Caricement B.V 220.0

Part A - 1 25.0 12 Month Libor + 6.35% 12 Month Libor + 6.35% 7.5 years 2 years + 1 day 26 February, 2026

Part A - 2 25.0 12 Month Libor + 6.35% 12 Month Libor + 6.35% 7.5 years 2 years + 1 day 26 February, 2026

Part A - 3 25.0 12 Month Libor + 6.35% 12 Month Libor + 6.35% 7.5 years 2 years + 1 day 26 February, 2026

Part A - 4 25.0 12 Month Libor + 6.35% 12 Month Libor + 6.35% 7.5 years 2 years + 1 day 26 February, 2026

Part A - 5 25.0 12 Month Libor + 6.35% 12 Month Libor + 6.35% 7.5 years 2 years + 1 day 26 February, 2026

Part A - 6 30.0 12 Month Libor + 6.35% 12 Month Libor + 6.35% 7.5 years 2 years + 1 day 26 February, 2026

Part A - 7 50.0 12 Month Libor + 6.35% 12 Month Libor + 6.35% 7.5 years 2 years + 1 day 26 February, 2026

Part A - 8* 15.0 3 Month Libor + 5.71% Not Applicable 3 Month Not Applicable 27 December, 2018*

C Caricement B.V 88.0 12 Month Libor + 6.35% 12 Month Libor + 6.35% 7.5 years 2 years + 1 day 26 February, 2026

*December 27, 2018 or any other date as may be agreed by parties

Lender
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