Independent auditor’s report
To the Shareholders of Phuthuma Nathi Investments (RF) Limited

Report on the audit of the consolidated and separate financial
statements
Our opinion
In our opinion, the consolidated and separate financial statements present fairly, in all material
respects, the consolidated and separate financial position of Phuthuma Nathi Investments (RF)
Limited (the Company) and its subsidiaries (together the Group) as at 31 March 2020, and its
consolidated and separate financial performance and its consolidated and separate cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRS) and the
requirements of the Companies Act of South Africa.
What we have audited
Phuthuma Nathi Investments (RF) Limited’s consolidated and separate financial statements set out on
pages 23 to 44 comprise:
●

the consolidated and company statements of financial position as at 31 March 2020;

●

the consolidated and company statements of profit or loss for the year then ended;

●

the consolidated and company statements of comprehensive income for the year then ended;

●

the consolidated and company statements of changes in equity for the year then ended;

●

the consolidated and company statements of cash flows for the year then ended; and

●

the notes to the financial statements, which include a summary of significant accounting
policies.

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 Auditor’s responsibilities for the
audit of the consolidated and separate financial statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
Independence
We are independent of the Group in accordance with the sections 290 and 291 of the Independent
Regulatory Board for Auditors’ Code of Professional Conduct for Registered Auditors (Revised
January 2018), parts 1 and 3 of the Independent Regulatory Board for Auditors’ Code of Professional
Conduct for Registered Auditors (Revised November 2018) (together the IRBA Codes) and other
independence requirements applicable to performing audits of financial statements in South Africa.
We have fulfilled our other ethical responsibilities, as applicable, in accordance with the IRBA Codes
and in accordance with other ethical requirements applicable to performing audits in South Africa. The
IRBA Codes are consistent with the corresponding sections of the International Ethics Standards
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Board for Accountants’ Code of Ethics for Professional Accountants and the International Ethics
Standards Board for Accountants’ International Code of Ethics for Professional Accountants
(including International Independence Standards) respectively.

Our audit approach
Overview
Overall group materiality
●

R56 million, which represents 5% of consolidated profit before
tax.

Materiality

Group audit scope
●
Group
scoping

Key audit
matters

The associate, Multichoice South Africa Holdings Proprietary
Limited (MCSAH) and the subsidiary, Phuthuma Nathi
Investments 2 (RF) Limited (PN2) were considered to be
financially significant components and subject to full scope
audits.

Key audit matters
●

Accounting for the finalisation of the additional 3.33%
shareholding acquired in MCSAH in the 2019 financial year;
and

●

Accounting for the acquisition of PN2 and the resulting
additional 8.33% shareholding acquired in MCSAH.

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated and separate financial statements. In particular, we considered
where the directors made subjective judgements; for example, in respect of significant accounting
estimates that involved making assumptions and considering future events that are inherently
uncertain. As in all of our audits, we also addressed the risk of management override of internal
controls, including among other matters, consideration of whether there was evidence of bias that
represented a risk of material misstatement due to fraud.
Materiality
The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of the financial statements.
Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall group materiality for the financial statements as a whole as set out in the table
below. These, together with qualitative considerations, helped us to determine the scope of our audit

and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements,
both individually and in aggregate on the financial statements as a whole.

Overall group
materiality

R56 million.

How we determined it

5% of consolidated profit before tax.

Rationale for the
materiality benchmark
applied

We chose consolidated profit before tax as the benchmark because, in
our view, it is the benchmark against which the performance of the
Group is most commonly measured by users, and is a generally
accepted benchmark. MCSAH is a profit driven entity and the profit
for the Group is impacted by the share of profit from MCSAH, which
is then also the key driver and performance measure of the Group.
Therefore, consolidated profit before tax has been considered to be the
key benchmark in calculating materiality. We chose 5% which is
consistent with quantitative materiality thresholds used for profitoriented companies in this sector.

How we tailored our group audit scope
We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the consolidated financial statements as a whole, taking into account the structure of the
Group, the accounting processes and controls, and the industry in which the Group operates.
The Company owns a 25% interest in MCSAH which is accounted for as an investment in associate.
For purposes of our audit, we considered MCSAH to be a financially significant component and subject
to a full scope audit.
The Company also owns a 100% interest in PN2. For purposes of our audit, we considered PN2 to be a
financially significant component and subject to a full scope audit.
In establishing the overall approach to the audit, we determined the type of work that needed to be
performed by us, as the engagement team and the component auditor from within the PwC network of
firms. Where the work was performed by the component auditor, we determined the level of
involvement we needed to have in the audit work at the component to be able to conclude whether
sufficient appropriate audit evidence had been obtained as a basis for our opinion on the consolidated
and separate financial statements as a whole.

Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated and separate financial statements of the current period. 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.

Key audit matter

How our audit addressed the key audit
matter

Accounting for the finalisation of the
additional 3.33% shareholding acquired
in MCSAH in the 2019 financial year
(Consolidated and separate financial
statements)
In the 2019 financial year, as part of the
formation of the Multichoice Group,
MultiChoice Group Limited allocated, for a
nominal consideration, an additional 5% equity
stake in MCSAH to the Company and PN2
(collectively “Phuthuma Nathi”) as part of an
empowerment transaction. The Company was
allocated 3.33% of the 5% additional equity
stake.
In accordance with International Accounting
Standard (IAS) 28 - Investments in associates
and joint ventures (IAS 28), paragraph 32,
when the Company acquires an additional stake
in an existing associate, any excess of the fair
value of the net identifiable assets of the
associate over the consideration paid, is
recognised as income (“gain on empowerment
transaction”) in the separate statement of profit
or loss.
As the Company paid a nominal consideration
for the shares acquired, a gain on empowerment
transaction amounting to R 716 million was
recognised in the prior year with a
corresponding increase to the cost of the
investment in associate. This gain on
empowerment transaction was determined by
management’s valuation experts in the prior
year through a fair value exercise that was
performed. These provisional amounts were
noted to be subject to change based on the
finalised amounts.
The assessment was finalised in the current
financial year, which has resulted in a change to
the gain on empowerment transaction that was
recognised in the prior year. The revised gain on

We obtained management’s revised fair value
exercise and, making use of our valuation
expertise, we performed the procedures below.
●

Assessed the competency, capability,
and objectivity of management’s
experts by obtaining evidence relating
to their professional certifications,
experience in the industry and
reputation in the field, and by
consideration of our previous
experience with the experts. We noted
no aspects requiring further
consideration.

●

Assessed the completeness of the
identified intangible assets, with
reference to the understanding of the
business and industry, and per
inspection of the MCSAH financial
statements and noted no exceptions.

●

Assessed the appropriateness of both
the valuation methodologies applied to
value the intangible assets, with
reference to market practice and the
requirements of IFRS 13 - Fair value
measurement (IFRS 13), and accepted
the methodologies used by
management.

●

Tested the assumptions used in the
valuation of the brands as follows:
○

We recomputed the terminal
growth rate with reference to the
long-term consensus Consumer
Price Index (“CPI”) forecast. We
compared this to management’s
rate used and noted no material
exceptions;

○

We compared the WACC rate with
our internally developed range of
acceptable WACC rates, which

took into account current and
forecast economic conditions. The
discount rate adopted by
management fell within our
internally developed range. We
further held discussions with
management and obtained an
understanding of the rationale for
the discount rate applied; and

empowerment transaction was determined
through a fair value exercise performed by
management’s valuation experts in the current
year and was determined at R851 million. This
resulted in an additional gain on empowerment
transaction of R135 million. The gain on
empowerment transaction amount in the
separate statement of profit or loss for the prior
year was restated accordingly with a
corresponding increase to the investment in
associate for the prior year, which was also
restated. The restatement of the gain on
empowerment transaction also resulted in a
restatement of the accumulated profit for the
prior year.
The fair value exercise for the acquisition of an
additional stake in an existing associate
incorporates fair value information at the date
when the additional interest is acquired. There
is no step up or remeasurement of the
previously held interest, because there is no
change in the status of the investment.
The fair value exercise is subject to significant
judgement and estimation by the directors, in
the following areas:
●

Identification of intangible assets
○ This consists of customer relationships
and brands.

●

Valuation of intangible assets (including
notional goodwill)
○ The brands have been valued using the
Income Approach: Royalty Relief
Method. The assumptions with the
most significant impact on the value of
the brands include the terminal growth
rate, WACC and the royalty rate;
○ The customer relationships have been
valued using the Income Approach:
Multi-period Excess Earnings Method
("MEEM"). The assumptions with the
most significant impact on the value of
the customer relationships include the
attrition rate, WACC, adjusted EBIT
margin and appropriate contributory
asset charges (CAC’s).

○

●

We independently obtained
researched royalty rates based on
marketable research for
comparable target companies and
our experience in the sector. We
compared this to management’s
rate and noted no exceptions.

Tested the assumptions used in the
valuation of customer relationships as
follows:
○

We accepted management’s use of
an attrition rate of 11% on the
straight-line method, as this was
determined with reference to the
historic MCSAH subscriber base
attrition;

○

We compared the WACC rate with
our internally developed range of
acceptable WACC rates, which
took into account current and
forecast economic conditions. The
discount rate adopted by
management fell within our
internally developed range. We
further held discussions with
management and obtained an
understanding of the rationale for
the discount rate applied;

○

We recalculated the EBITDA
margin based on the income
statement forecast information
obtained. We compared this to the
margin applied by management
and noted no material differences;
and

○

We performed the following

●

The determination of the amortisation
period for the identified intangible assets
○ Management have calculated a useful
life of 9 years based on the inverse of
the 11% attrition rate.

●

Profitability forecasts, which were used for
the purpose of deriving a fair value for the
brands and customer relationships.

procedures on the CACs to assess
the contribution of net working
capital, fixed assets, the brands
and assembled workforce to the
value of the customer
relationships:
❖ We assessed the return on
assets method used to
calculate the CACs on net
working capital with
reference to valuation
methodologies and accepted
the methodology used by
management. We
recalculated the CACs on net
working capital and
compared this to the CACs
utilised by management, with
no material exceptions noted;
❖ We recalculated the CACs on
fixed assets and the
assembled workforce using
the gross lease method. We
compared this to the CACs
utilised by management,
noting no material
exceptions; and
❖ We recalculated the CACs on
the brands using the pre-tax
royalty rate. We compared
this to the CACs utilised by
management, noting no
exceptions.

In determining the net identifiable assets of
MCSAH, management has assumed the book
value of the tangible net assets of R6 billion to
reflect the fair value of the tangible assets at
valuation date.
We considered this to be a matter of most
significance in the current year audit due to the
following:
● the significant judgements and
estimation applied by the directors in
performing the fair value exercise; and
● the magnitude of the investment in
associate in relation to total assets.
Refer to the following notes in the consolidated
and separate financial statements that relate to
this key audit matter:
● Note 2, Principal accounting policies,
Significant judgements and estimates;
● Note 4, Investments in associate;
● Note 16, Gain on empowerment
transaction; and
● Note 17, Prior period restatement.

●

Assessed the reasonability of the useful
life of the customer relationships
determined by management as the
inverse of the attrition rate, by
comparing this to the range of
transactions in the sector, and found
the useful life determined by
management to be within an
acceptable range.

●

Tested the profitability forecasts used
in the valuations of the intangible
assets as follows:
○ assessed the reasonableness of the
budgeting process by comparing

○

current year actual results with the
prior year budgeted results and,
based on our assessment, accepted
management’s budgeting
techniques applied; and
assessed the reasonableness of the
growth rate applied through
discussions with management to
understand the business,
management’s consideration of
inflation and management’s tenyear approved business plan. We
noted no aspects requiring further
consideration.

We agreed the fair value of the tangible assets,
which was assumed to reflect the book value, to
the carrying values of the tangible assets
recorded in the audited financial statements of
MCSAH as at 28 February 2019.
We tested the mathematical accuracy of the
valuations and noted no material differences.
Utilising our valuation expertise, we sourced
independent data and calculated a range of fair
values for each identified intangible asset. We
compared our results to the fair values
determined by management and found the fair
values determined by management to be within
an acceptable range of our independently
determined fair values.
Utilising our accounting expertise we assessed
the accounting applied in the determination of
the additional gain on empowerment
transaction in accordance with IAS 28. We
found no aspects in this regard which required
further consideration.

Key audit matter

Accounting for the acquisition of
Phuthuma Nathi Investments 2 (RF)
Limited and the resulting additional
8.33% shareholding acquired in MCSAH
(Consolidated and separate financial
statements)
During the current year, the Company acquired
100% of the share capital of PN2, resulting in
PN2 becoming a wholly owned subsidiary of the
Company. In exchange for this acquisition, the
Company issued its own shares to the PN2
shareholders at a 1:1 exchange ratio.
As part of the same transaction, PN2 distributed
its 8.33% interest in MCSAH, to the Company,
as a dividend in specie.
The Company’s investment in PN2 and
corresponding increase in equity is recognised
in accordance with IAS 28. The investment in
subsidiary and increase in equity is recognised
at the fair value of the consideration that the
Company paid to the PN2 shareholders, being
the fair value of the equity interests issued by
the Company.
Management calculated the fair value of the
shares issued by the Company by using the
average listed share price of the Company on
the effective date.
The Company and Group accounted for the
additional 8.33% investment in MCSAH,
received as a dividend in specie, at the fair value
of the investment received which was R2.4
billion. The Company has accounted for the
dividend in specie received against the cost of
the investment in PN2 as a return of capital.
Subsequent to the Company and Group
receiving an additional 8.33% interest in
MCSAH, the Company’s and the Group’s
investment in MCSAH increased to 25%. This
investment is accounted for using the equity

How our audit addressed the key audit
matter

Accounting for the acquisition of PN2:
We obtained an understanding of the
acquisition transaction by performing the
following procedures:
● Engaged in discussions with
management, which included the
process followed by them in
determining the accounting for the
acquisition transaction and the value
of the shares issued; and
●

Inspected the share issue agreement
entered into between the Company and
PN2 for the 22.5 million ordinary
shares issued by the Company.

We performed the following procedures to test
the accounting for the acquisition transaction:
● Recalculated the percentage allocated
to the Company and agreed this to
management’s determination of the
shareholding of 8.33%;
● Agreed the fair value of the Company’s
shares to the fair value information on
the Equity Express Securities
Exchange (EESE);
●

Recalculated the fair value of the
consideration paid by multiplying the
determined fair value of R105 per
share by the number of shares issued
per the share issue agreement and
noted no exceptions; and

●

Tested the appropriateness of the
accounting journals processed by
management to record the acquisition
transaction in line with the
requirements of IAS 28. We noted no
exceptions.

method of accounting. The Company and Group
already held a significant influence in MCSAH
and as such, the cost of acquiring the additional
stake, including any directly attributable costs
were accounted for using the cost accumulation
approach.
In accordance with IAS 28, paragraph 32, when
an investor acquires an additional stake in an
associate, any excess of the consideration paid
over the fair value of the identifiable assets is
recognised as goodwill (notional goodwill).
As the Company paid a consideration equal to
the fair value of the shares issued to PN2
shareholders, which is in excess of the fair value
of the net identifiable assets as determined in
MCSAH, notional goodwill amounting to R87.9
million has been recognised and included in the
carrying amount of the investment in MCSAH.
The notional goodwill was determined through
a fair value exercise performed by
management’s valuation expert.
The fair value exercise for the additional stake is
calculated using fair value information at the
date when the additional interest is acquired.
There is no step up or remeasurement of the
previously held interest, because there is no
change in the status of the investment.
The fair value exercise is subject to significant
judgement and estimation by the directors, in
the following areas:
● Identification of intangible assets
○ This consists of customer relationships
and brands.
●

Valuation of intangible assets (including
notional goodwill)
○ The brands have been valued using the
Income Approach: Royalty Relief
Method. The assumptions with the
most significant impact on the value of
the brands include the terminal growth
rate, WACC, and the royalty rate;
○ The customer relationships have been
valued using the Income Approach:
Multi-period Excess Earnings Method

Utilising our accounting expertise we assessed
the accounting applied in accordance with IAS
28. We found no aspects in this regard which
required further consideration.

Additional 8.33% shareholding acquired in
MCSAH:
We obtained management’s fair value exercise
and, making use of our valuation expertise, we
performed the procedures below.
●

Assessed the competency, capability,
and objectivity of management’s
experts by obtaining evidence relating
to their professional certifications,
experience in the industry and
reputation in the field, and by
consideration of our previous
experience with the experts. We noted
no aspects requiring further
consideration.

●

Assessed the reasonableness of
utilising the same fair value exercise
performed to value the additional 5%
in the above key audit matter, to value
the intangible assets in respect of the
8.33% additional stake acquired in the
current year. Based on our work
performed, we accepted the use of the
same fair value exercise assessment as
was used to value the 5%.

●

Assessed the completeness of the
identified intangible assets, with
reference to the understanding of the
business and industry, and per
inspection of the MCSAH financial
statements, and noted no exceptions.

●

Assessed the appropriateness of both
the valuation methodologies applied to
value the intangible assets, with
reference to market practice and the
requirements of IFRS 13, and accepted
the methodologies used by
management.

●

Tested the assumptions used in the

("MEEM"). The assumptions with the
most significant impact on the value of
the customer relationships include the
attrition rate, WACC, adjusted EBIT
margin and appropriate contributory
asset charges (CAC’s).
●

●

valuation of the brands as follows:

The determination of the amortisation
period for the identified intangible assets
○ Management have calculated a useful
life of 9 years based on the inverse of
the 11% attrition rate.

○

We recomputed the terminal
growth rate with reference to the
long-term consensus Consumer
Price Index (“CPI”) forecast. We
compared this to management’s
rate used and noted no material
exceptions;

○

We compared the WACC rate with
our internally developed range of
acceptable WACC rates, which
took into account current and
forecast economic conditions. The
discount rate adopted by
management fell within our
internally developed range. We
further held discussions with
management and obtained an
understanding of the rationale for
the discount rate applied; and

○

We independently obtained
researched royalty rates based on
marketable research for
comparable target companies and
our experience in the sector. We
compared this to management’s
rate and noted no exceptions.

Profitability forecasts, which were used for
the purpose of deriving a fair value for the
brands and customer relationships.

In determining the net identifiable assets of
MCSAH, management has assumed the book
value of the tangible net assets of R8 billion to
reflect the fair value of the tangible assets at
valuation date.
We considered this to be a matter of most
significance in the current year audit due to the
following:
● the significant judgements and
estimation applied by the directors in
performing the fair value exercise;
● the magnitude of the impact on the
investment value as a result of the
acquisition transaction on the Company
level; and
● the magnitude of the investment in
associate in the Company and the
Group in relation to total assets.
Refer to the following notes in the consolidated
and separate financial statements that relate to
this key audit matter:
● Note 3, Consolidation transaction (in
respect of the separate financial
statements); and
● Note 4, Investments in associate (in
respect of the consolidated and separate
financial statements).

●

Tested the assumptions used in the
valuation of customer relationships as
follows:
○

We accepted management’s use of
an attrition rate of 11% on the
straight-line method, as this was
determined with reference to the
historic MCSAH subscriber base
attrition;

○

We compared the WACC rate with
our internally developed range of
acceptable WACC rates, which
took into account current and
forecast economic conditions. The
discount rate adopted by
management fell within our
internally developed range. We
further held discussions with

management and obtained an
understanding of the rationale for
the discount rate applied;

●

○

We recalculated the EBITDA
margin based on the income
statement forecast information
obtained. We compared this to the
margin applied by management
and noted no material differences;
and

○

We performed the following
procedures on the CACs to assess
the contribution of net working
capital, fixed assets, the brands
and assembled workforce to the
value of the customer
relationships:
❖ We assessed the return on
assets method used to
calculate the CACs on net
working capital with
reference to valuation
methodologies and accepted
the methodology used by
management. We
recalculated the CACs on net
working capital and
compared this to the CACs
utilised by management, with
no material exceptions noted;
❖ We recalculated the CACs on
fixed assets and the
assembled workforce using
the gross lease method. We
compared this to the CACs
utilised by management,
noting no material
exceptions; and
❖ We recalculated the CACs on
the brands using the pre-tax
royalty rate. We compared
this to the CACs utilised by
management, noting no
exceptions.

Assessed the reasonability of the useful
life of the customer relationships
determined by management as the
inverse of the attrition rate, by

comparing this to the range of
transactions in the sector, and found
the useful life determined by
management to be within an
acceptable range.
●

Tested the profitability forecasts used
in the valuations of the intangible
assets as follows:
○ assessed the reasonableness of
the budgeting process by
comparing current year actual
results with the prior year
budgeted results and, based on
our assessment, accepted
management’s budgeting
techniques applied; and
○ assessed the reasonableness of
the growth rate applied
through discussions with
management to understand
the business, management’s
consideration of inflation and
management’s ten-year
approved business plan. We
noted no aspects requiring
further consideration.

We agreed the fair value of the tangible assets,
which was assumed to reflect the book value, to
the carrying values of the tangible assets
recorded in the audited financial results of
MCSAH as at 30 November 2019.
We tested the mathematical accuracy of the
valuations and noted no material differences.
Utilising our valuation expertise, we sourced
independent data and calculated a range of fair
values for each identified intangible asset. We
compared our results to the fair values
determined by management and found the fair
values determined by management to be within
an acceptable range of our independently
determined fair values.
Utilising our accounting expertise we assessed
the accounting applied in the determination of
the additional gain on empowerment

transaction in accordance with IAS 28. We
found no aspects in this regard which required
further consideration.

Other information
The directors are responsible for the other information. The other information comprises the
information included in the document titled “Phuthuma Nathi Investments (RF) Limited Annual
Financial Statements for the year ended 31 March 2020”, which includes the Directors’ Report, the
Report of the Audit Committee and the Certificate by the Company Secretary as required by the
Companies Act of South Africa, which we obtained prior to the date of this auditor’s report, and the
other sections of the document titled “Integrated annual report to the shareholders of Phuthuma
Nathi Investments (RF) Limited for the year ended 31 March 2020”, which is expected to be made
available to us after that date. The other information does not include the consolidated or the separate
financial statements and our auditor’s report thereon.
Our opinion on the consolidated and separate financial statements does not cover the other
information and we do not and will not express an audit opinion or 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 identified above 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.
If, based on the work we have performed on the other information that we obtained prior to the date of
this auditor’s report, 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 and fair presentation of the consolidated and
separate financial statements in accordance with International Financial Reporting Standards and the
requirements of the Companies Act of South Africa, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated and separate 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 and 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 the
directors either intend to liquidate the Group and / or Company or to cease operations, or have no
realistic alternative but to do so.

Auditor’s responsibilities for 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:
●

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.

●

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’s and the Company’s internal control.

●

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

●

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 related to
events or conditions that may cast significant doubt on the Group’s and the 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 / or Company
to cease to continue as a going concern.

●

Evaluate the overall presentation, structure and content of the consolidated and separate
financial statements, including the disclosures, and whether the consolidated and separate
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 financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with 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 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 directors, we determine those matters that were of most
significance in the audit of the consolidated and separate financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor’s 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 public interest benefits of such
communication.

Report on other legal and regulatory requirements
In terms of the IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015,
we report that PricewaterhouseCoopers Inc. has been the auditor of Phuthuma Nathi Investments
(RF) Limited for 14 years.

PricewaterhouseCoopers Inc.
Director: AM Motaung
Registered Auditor
Johannesburg
10 June 2020

