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The UK Corporate Governance Code requires that the Directors 
assess the viability of the Group over an appropriate period of 
time selected by them. The Board has concluded that the most 
relevant time period for this assessment is a three-year period 
ending June 2022, taking into account the Group’s current 
position and the potential impact of the principal risks that 
could affect the viability of the Group. This assessment is 
carried out annually before the approval of the Annual 
Financial Statements. 

While the Group maintains a full business model based 
predominantly on the LOM plans for each of its significant 
operations, the Group’s key business and strategic planning 
period is through to the end of FY 2022 which covers the 
US$650 million loan notes which mature in May 2022. 

The review of the Group’s viability is led by the Chief Executive 
and involves all relevant functions including operations, sales 
and marketing, finance, treasury and risk. The Board actively 
participates in the annual review process by means of 
structured Board meetings. As part of this review, the Board 
considered detailed forecasts in respect of both liquidity and 
the future covenant measurements related to the Group’s 
banking facilities, which are currently undrawn and remain 
available, and associated guarantees provided to its BEE 
partners as well as the loan notes and their maturity date. 

The impact of the recent weakness in the diamond market on 
the Group’s operating results and cashflow position has been 
discussed with the Lender Group1, including possible breaches 
in its EBITDA-related covenants for the December 2019 and 
June 2020 reporting periods. The Lender Group has reaffirmed 
its ongoing support of the Group during engagements in 
August 2019 and has agreed to further engage during FY 2020. 
This may include covenant resets and/or waivers for the 
measurement periods as mentioned.

Risks and stress tests
For the purpose of assessing the Group’s viability, the Board 
focused its attention on the more critical principal risks. In order 
to determine those risks, the Board assessed the Group-wide 
principal external, operational and strategic risks by undertaking 
consultations with Senior Management (refer to the Risk 
Overview and Risk Management sections of this report set 
out on pages 36 and 37 and 72 to 75 respectively). Through 
this analysis, the Board also identified low probability, high loss 
scenarios – ‘singular events’ – with the potential magnitude 
to severely impact the solvency and/or liquidity of the Group. 

Although the business and strategic plans reflect the Board’s 
best estimate of the future prospects of the Group, the Board 
has also stress tested the potential impact on the Group of a 
number of scenarios over and above those included in the plan, 
by quantifying their financial impact and overlaying this on the 
detailed financial forecasts in the plan. The scenarios tested 
considered the Group’s revenue, underlying EBITDA, cashflows, 
other key financial and covenant ratios as well as the impact on 
facility availability over the three-year period and included: 

 Š a decrease in forecast rough diamond prices, with reference 
to current weak market conditions; 

 Š an increase in forecast operating cost; 

 Š an appreciation of the South African Rand to the US Dollar; 

 Š a reduction in production due to labour and/or any other 
operational factors; and

 Š a combination of the above. 

The results of this stress testing highlighted the ongoing 
cash-generating nature of the Group’s core assets, Finsch and 
Cullinan. Coupled with the continued availability of the debt 
facilities, the potential Project 2022 benefits mentioned below, 
together with other mitigating actions reasonably considered 
to be available to the Company in the event of the stress 
scenarios, Petra would be able to withstand the impact of 
these scenarios occurring over the three-year period ending 
June 2022. 

The forecasts indicate that the Group will require utilisation 
of the South African banking facilities, should the ongoing 
weakness in the diamond market persist during the period 
under review. Assuming the continuing availability of current 
facilities, considering the recent positive engagements with the 
Lender Group, alongside the Group’s existing cash resources and 
mitigating actions reasonably considered to be available to the 
Company in the event of the stress scenarios, the Board 
assessed the liquidity headroom to be adequate to meet its 
liabilities as they fall due under the forecasts and reasonably 
possible sensitivities. The forecasts (which incorporate current 
diamond market conditions) assume an average exchange rate 
of ZAR14.50:US$1 for the period to June 2020, ZAR14.00:US$1 
for the period to June 2021, ZAR14.55:US$1 for the period to 
June 2022, continued advances to BEE partners to enable 
them to meet their loan obligations to the BEE Lenders, and 
specifically exclude the proceeds from the sale of exceptional 
stones at Cullinan, the sale of the blocked Williamson parcel 
and the recovery of historical and current VAT in Tanzania 
during the forecast period. Following ongoing discussions 
with the Lender Group, the Board remains confident that the 
existing facilities will remain available to the Group and the 
conclusion as set out below has been reached on this basis.

Project 2022 impact and benefits
Project 2022, which was launched in July 2019, aims to identify 
and drive efficiencies and improvement across all aspects 
of the business, targeting delivery of US$150–200 million 
cumulative free cashflow over a three-year period, with delivery 
weighted towards FY 2021 and FY 2022 and dependent on 
diamond pricing. The Company’s intends to utilise expected 
cashflow benefits realised from this Project towards improving 
its net debt position (refer to page 7 for further information).

Refinancing of the US$650 million bond
In FY 2017, Petra Diamonds US$ Treasury Plc, a wholly owned 
subsidiary of the Company, issued debt securities consisting of 
US$650 million five-year senior secured second lien loan notes, 
with a maturity date of 1 May 2022. The Board has reasonable 
confidence that the ongoing cash-generating ability of the 
operations, coupled with the initiatives implemented via 
Project 2022, will enable the Company to refinance these 
notes (all or portion thereof) in advance of its contractual 
maturities. The Board, is however, cognisant of the requirement 
to conduct any refinancing in a timely manner. Any refinancing 
options which may be available to the Group have been and 
will continue to be appropriately assessed by the Board with 
relevant input from its corporate advisers. 

Conclusion 
Based on its assessment of the principal risks, prospects 
and viability of the Group, the Board confirms that it has 
a reasonable expectation that the Group will be able to 
continue operation and meet its liabilities as they fall due 
over the three-year period ending June 2022.

1. See page 26 for definition.
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