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FinancialHighlights

(Amownisin milion cedis axcep! per shars )

2005 2004 2003 2002
Profit After Taxation 35,223 27,495 18,270 11,6597
Earnings Par Share 1,780 1,380 a74 591
Total Shares |ssued 19784548 | 19,784,548 | 18,7B4.548 | 19784 548
Dividend Per Share ¢400.00 #300.00 $200.00 $150.00
Year End:
Total Assets 157,983 119,028 72,628 53,238
Shareholders' Fund 86,244 58,935 37378 22062
Permanent Staff 380 374 3 30
Stock Price Range:
High 20,000 20,000 3,800 1,785
Low 15,000 3,800 1,785 801

Dynamic Workforce.
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FinancialHighlights %&
(Continued) -aﬂk

Distribution of Gross Sales

{Amountsin miflion cecis | 2005 % 2004 %

Gross Sales 359,389 100.0 289,900 100.0
Net Sales 312,464 86.9 255,369 B8.1

Costof Sales 169,677 472 142,413 48.1

Selling, General and Admin. Expenses 95,846 267 75,841 26.2
VAT 46,925 131 34,532 1.8
National Reconsiruction Levy 729 0.2 967 0.3
Income Tax 12,850 35 10,220 358
Transferto Income

SurplusAccaunt 35,223 9.8 27495 8.5

Other Income (1,661) (0.5) 1,669) (0.6)
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ShareholdingeDistribution

The Company had 4,098 shareholdersas at December 31,2005

with equal voting ights distributed as follows:

Category of Holdings :Ela::hnldem No.Of Shares | %ofHolding
1 to 1,000 2970 69,022 0.35
1001 to 5000 983 2,376,787 12.01
S001 o 10,000 94 733,550 3
Cver 10,000 51 16,605,189 83493
Totals 4,098 19,784,548 100,00
Details of the twenty (20) largest Shareholders as at Decamber 31, 2005

MWame of shareholder No.of Shares | Percentage (%)
1. FanMilkIntemational A/S, DK 7,365,955 37.23
2. Industriglization Fund For Developing Cauntries, DK 4,604,420 23.30
3. Enterprise Insurance Company Limited 1,755,872 8.87
4, BBGNRE Epack Investment Fund B61,321 3.3
5. BBGN/ Unilever Ghana Managers Pension Fund 261,860 132
8. Soclal Security & National Insuranca Trust 247 800 1.25
7. BBG/ Unilever Ghana Provident Fund 136,716 0.69
§ BBGN/GBL Managers Penslon Fund 53,300 0.27
6. Eslate of Major Brown 50,372 0.25
10.Asare, James Kwadwo 50,000 0.25
11,08L Trading A/C 46,964 0.24
12.DBL Investment Lid, 43,220 0.22
13.G.P.H. A End of Service Benafits 39,250 020
14 Nduom Kwasi P, Dr. 36,738 0.19
18 FanMilk Limited Staff Provident Fund *32,820 0.17
16.State Insurance Company of Ghana Lid, 30,000 0.15
17 Taylor, Theophilus Bonney 26,527 013
18.Ababio, Alex Ransford Dr. 25,200 0.3
18.Ni Kwabla Ayste 24,484 012
20.Ecobank Staff Savings Scheme 24,300 012
Total 15,517,129 7844
Diractors’ Shareholding

1, Kodjo Blamawu Aziagbe 6,000

2 Peace Aylsi-Okyare 18

Total 6,018
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Notice of-Meeting |

Notice is hereby given that the forty-fifth Annual General Meeting of Fan Milk Limited will be held at the

.E«u-::clra International Conference Centre, Accra on Wednesday, May 10, 2006 at 11:00am in orderto transact the follawing
usiness:

AGENDA

1. Toreceive the repori of the Directors, the Balanca Sheet and Accounts as at December 31, 2005 and the
report of the Auditors therean.

2. Todeclare adividend on the Company’s Sharesin respect of the yearended December 31, 2005,
3. Tore-electasa Director, Dr. Charles Mensa who retires by rotation.
4. Tare-électas a Director, Jens Jorgen Kollerup who retires by rotation.
5, Tofixthe remuneration of the Directors.
6. Toauthorise the Directors o fix the remuneration of the Auditors.
7. To pass the following special Resslution;
That the sum of ¢54 billion being parl of the amount now standing to the credit of the Income Surplus

Account of the Company be capitalised by transferring the same to Stated Capital of the Company
Inaccordance with section 66(1) (c) of the Companies Code, 1963 (Act 179).

By order of the Board

Lennap & Co., Famar Avenue

March 2, 2006
Note:

A memberentitied to attend and vote at this meeling is entilled fo appoint a proxy who need ot be @ memberof
the Company fo attend the mesting and vote in his stead. The mmp@fedpmx}rfmn must reach the registerad
offfea of the any not less than 48 hours before the time fixed for holding the mesting.
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Directors*Report 2005

1.Introduction

The Direclors have pleasure in presenting to members of Fan Milk Limited, the Annual Report and Audited
Accounts of the Company for the yearended December 31, 2005,

2, Statement of Directors’ Responsibilities

The Direclors are responsible for the preparation of financial statements for each financial year, which give a
true and fair view of the state of affairs of the Company and of the profit or loss and cash flow for that periad. In
preparing those financial statements, the Directors have selected suitable accounting policies and then
applied them consistently, made judgements and estimates that are reasonable and prudent and have
followed Ghana Accounting Standards.,

The Directors are raspansible for ensuring that the Company keeps propar accounting records that disclose
with reasonable accuracy at any time the financial position ofthe Company. The Diractors are also responsible
for safeguarding the assets ofthe Company and laking reasonable steps for the prevention and detection of
fraud and ather Irregularities.

3. Principal Activity

The principal activity of the Company is the manufacturing and distribution of dairy products and fruit drinks

Dynamic Workforce.
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DirectorsReport 2005 |

(Continued)

4, The Macro Economic Environment

During the fiscal year under review, the economy
suffered from inflationary pressures anising from
the 50% increase in luel prices announced in
February 2005

InJanuary 2005, there wasan initial decreasein the
rate of infiation to 11.2%. However , with the
announcementof an increase in the price of
pelroleum products in February, the rate ofinflation
peaked in March at 18.7%. The yearended with
inflation recorded at 15.3%.

The Bank of Ghana prima rate dropped during the
yaar, In May 2006 the prime rate was reduced from
18.5% %0 16.6%. ltwas reduced furtherto 15.5% in
Saptembar 2005,

In 2006, the cad| appreciated against the Euro by
11.36%, but depreciated slightly against the dollar
by 0.86%.

Thi Nation atso benefited from the debl cancellation
announcad by the IMF and World Bank a5 well as
fram individual donar nations,
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Directors’Report 2005

(Continued) e LSS

5. Financial Highlights

We experienced & lower than anticipated demand for our products due lo reduced consumer spending. However, your
Company showed a cartain degree of resilience to the macro-economic effects.

Nel sales for the Eyeizu' under review increased by approximately 22.4% from ¢265 billion in 2004 to 312 billion in 2005.
However, cost of sales increased by 19.1%. Selling, General and Administrative Expenses increased by 26.2% from
§75.8 billion to ¢95.8 billion,

Operating profit for the year increased by 26 8% to ¢46.9 billion from ¢37 billion in 2004 and was achieved without any price
ad|ustments in the core product range.

The operational results are summarised below:

(All amounis are expressad fn milicns of cetis) 2005 2004 Cedi %

Change Change
Tumover 312,464 255 369 57,095 224%
Coslof Sales (168,677) [142,418) (27,261) 19.1%
Salling, Generaland Administrative Expensas {95,846) (75.940) (19,905) 26.2%
Oparating Profit 48,941 T3 9,825 26.8%
Other Income 1,861 1,669 i8) (0.5%)
Profit bafora Texation & Nat. Rec. Levy 48,602 38,662 8916 25.6%
Profit After Taxation 35,223 27 495 7.728 28.1%
6, Dividend

The Board is pleased to recommend a 33% increase in dividends amounting to four hundred Cedis (¢400) per share for
the financial year 2006, The total amount payable as dividend will be seven billion, eight hundred and ninety-nine milfion,
four hundred and nineteen thousand and twe hundred cedis, ¢7 889,419,200 (2004:¢5,935,364,400).

7. Performance On The Stock Market

The year 2006 tumad out to ba a bearlsh market on the Ghana Stock Exchange (GSE). As a result, most shares were hit by
{ha downward trend and Fan Milk Limited shares were noexception. The price of Fan Milk Limited shares fell by 21%, froma
high of ¢20,000 per share at the beginning of 2005 to close at ¢15,800 by the end of December 2005. The GSE-index itsell
feell 30% In value,
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Directors’Report 2005

(Continued) AT

8. Directors

In accordanca with Section 296 of the Companies Code, 1963 (ACT 179} and the Company's
Regulation &1 (2 a&b), Dr. Charles Mensa and Mr. Jens Jorgen Kellerup retire from the Board by
rofation, and being eligible, they offer themselves for re-elaction.

9. Directors' Fees

In accordance with the section 67 (3} of the Cempany's Regulations, fees payable to the Directors shall not ba
increased sxceptin pursuant to a resolution passed at ageneral meeting where nolice of the proposed increase
has been given in the notice convening the meating.

Inline with this, the Directors wish to recommend the following manthly fees for 2008:

The Chalrman - ¢16,500,000.00
Other Direclors - ¢12,750,000.00

10. Auditors

The Audilors ofthe Company, PricewaterhouseCaopers, Chartered Accountants, will continue in
office in accordance with section 134 (5) of the Companies Code, 1963 (Act 179). Members are requested, as
I customary, o authorise the Board to fix the remuneration for the Auditors for the year 2006.

11. Environmental Issues

Itistheobjectiveof FanMilk Limited, as much as possible, touse materials and procasses that conserve
rasourcas and pravent the pollution of air, water and land.

This s demonstrated by \he preparation of a three-year Environmental Managemant Pian (EMP), in this plan, the

Company outlinas ils commitmant to anviranmental matters, and more impartantly, actions that it intends o take

on thase malters, In July 2005, the current EMP of Fan Milk Limited was submitted to the Environmental Protection Agency
(EPA), Intum, Fan Milk Limited received a three-year environmental operation permil, which is valid from November 2004
1o October 2007,

Fan Milk Limited recagnises the indispensability of water as a world resource and its impariance in its operations
s a food and beverage producing entity. In orderto maintain high quality production, the Company has consequentiy
installed various davices for the conservation of watar as well asa treatment facility to purify waler.

The new waste water treatmen! plant project mentioned in the Annual Report for 2004 is yel lo take off as Management is
reviewing design proposals, The plantwill ireat waste water from the production process in accordance with
Envirenmental Protection Agency (EFA) standards and the plantis expected to be operational towards the end of 2006,

Bolld waste generatad by the Company consists of rejected and used packing malerials, These are stored in special waste
containers which are later collectad by waste contractors appraved by the Accra Metropolitan Autherity. In 2005,
Fan Milk Limited purchased specialised solid waste containers for use at ourdepots,

Fan Milk Limited also pays a recycling company, City Waste Management Company Limited, to collect damaged products
from our depots. Tha pac in&malaﬂal&m’e shredded and cleansed for recycling by the that company. During 2005,

Fan Milk Limited assisted Clty Waste Management Company Limited to acquire two vehicles one of which is fitted with a
compactor to faclitale its waste collection from the various locations of Fan Milk Limited. This gesture is a further
manifestation of our soclal commitment to eliminate plastic and other waste in the Cauntry.

ﬂn‘nun‘ayuur Company s &fforts towards social responsibility is the support to the Ghana National Scholarship
Bangficlaries Association (GNASBA). Qver the years Fan Milk Limited has supported GNASBA financially and in kind
In its environmental sanitation education campaigns. These efforts have in particular been addressed towards the
youth and have created awareness among school children countrywide on the importance of maintaining high
standards of sanitation and protection of our environment.
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(Continued) @lm‘

During the financial year under review, Fan Milk Limited invested in a fleet of specialized vehicies to ensure the proper
distribution of its refrigerated range of products.

12. Capital Expenditure

A new outlet called Fan Plaza located at Accra Airport Residential Area was opened In November 2005. Fan Plaza is
considereda pilot project which features specialized freazing and chilling equipment to ensure absolute freshness of your
Company's products at the point of sale and availability of the entire product range. It is also anticipated that by locating
ourseives closer lo our customers we shall be able to acquire important feedback related o their changing trends and
demands. Opportunities for more Fan Plazas are being explored in other residential areas in the country,

Fan Milk Limited also seized upon the opportunity to acquire @ large piece of property, which fils into the Company’s
expansion plans for the future. It is the intention of the Board and Management to develop and gradually move the
Campany's core production facilities fo that site, The land measures 10.4 acres in size and is located on Harbour Road in
thie Tema Heavy Industrial Area.

Overall, the Company invested approximalely ¢46.4bilion in 2005 (2004: ¢58.5 billlon) lowards the renewal and
procurement of the new assels, For 2006, the Company estimates to use ¢56 billion on capital expenditure,

13, Capitalisation by Transfer from Income Surplus to Stated Capital

In erder to stréngthen the base of your Company and to support the expected growth in production as well as the future
#xpanslon plans, the Directors recommend that fifty-four billion cedis ($54,000,000,000) be transferred from income
surplus 1o Stated Capltal to raise the Stated Capital of the Company from six billion cedis (¢6,000,000,000) to sixty billion
cedia ($80,000,000,000). Members will be requested to pass a special resolution to give effect to this recommendation.

This transaction can convanlently be conducted under the recent TaxAmnesty grantad by the Govemment. By advantage
of the Tax Amnesty now, the Company will not be lable for the payment of taxes, duties and fees in respact of this transfer.
Your Company tharefore stands to save 10.5% of the amount capitalized, that is five billion, six hundred seventy million
cedls (¢6,670,000,000),

The Tax Amnasty expires on June 30, 2008

14, Qutiook for 2006 and Beyond

The macra-aconomic condition of the Country are expected to cantinue improving in 2006 and beyond. However, the
volatility In the price of erude ail an world markets remains of great concem and could impact negatively on the Cauntry's
economy,

Presently we forsea tha future prospects of your Company to remain goad.

15. Acknowledgemant

The Board of Directos wish ko express thelr appreciation to our shareholders, customers, distributors, agents, vendors and
Employees for helr support and Invaluable contributions, which ensured the stisfactory performance of your Company
during the past year

On behalfol the Board
Cr. Charles Mensa Jesper Bjom Jeppesen
Chalrman Managing Director
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Intreduction

Fan Milk is committed to the principles and implementation of good corporate govemance. The company
recognises the valuable contribution thatit makes to long-term business prosperity and to ensuring
atcountability to its sharehelders. The company is managed in a way that maximises long-term share-
holder value and takes into account the interests of all ofits stakeholders,

Fan Milk believes that full disclosure and ransparency in its operations are in the interasts of good govemnance.
As indicated in the statement of responsibilities of directors and notes to the accounts, the business adopts
standard accounting practices and ensures sound intermal control to facifitate the reliability of the financial
statements.

The Board of Directors

The Board |s responsible for setting the company's strategic direction, for leading and controlling the company
and for menitering activities of the executive management, The Board presents a balanced and understandable
assessment of the Company's progress and prospests.

The Board consists of the Chairman, five nen-executive directors and an exscutive directar The non-executive
directors are independent of management and free from any constraints, which could materiafly interfere with
the exercise of their Independent judgement. They have experience and knowledge of the industry, markets,
financlal and/or other business information to make a valuable contribution to the company’s progress. The
Managing Director s a separale individual from the Chairman and he implements the management strategies
and policies adopted by the Board. They meet at least fourtimes a year.

Sponsored Masqueraders Festival.
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CorporatesGovernance

(Continued)

The Audit Committee

The Audit Committee is made up of the three directors, of whom two are non-executive direclors, and they meet
twice a year. The main Board determines its terms of reference and they report back to the Board.

Its duties include keaping under review the scope and results of the extemal audit, as well as the independence
and objectivity ofthe auditors. The Audit Committee also keeps under review internal financial controls,
compliance with laws and regulations and the safequarding of assets. talso reviews the adequacy of the

plan of the internal audit and reviewsits audit reports.

Systams of Internal Control

FanMilk Limited has well-established internal control systems for identifying, managing and monitoring risks.
These are designed Lo provide reesonable assurance thatthe risks facing the business are being controlled.

The corporate internal audit function of the company plays a key role in providing an objective view and
continuing assessment of the effectiveness of the internal control systems in the business. The systems of
internal controls are implementad and monitored by appropriately frained persannel and their duties and
reporting lines are clearly defined.

Code of Business Ethics

Managemant has communicated the principles in the Company's Code of Conductto its employees in the
discharge of their duties. This code sets the professionalism and integrity required for business operations
which covars compliance with the law, conflicts of interest, snvironmental issues, reliability of financial

reporting, bribary and sirict adherence to the principles so as b eliminate lhe potential for illegal practices.
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Auditors*Report

Report of the Auditors to the Members of Fan Milk Limited.
We have audited the financial statements set out on pages 17 - 30.
Respective Responsibilities of Directors and Auditors

As slated on page 9, the directors are responsible for the preparation of the financial statements. Our
responsiblity is to express an independent opinion on these financial statements based on our audit.

#

Basls of opinion

We conducted our audit in accordance with International Stﬂl‘lﬁarﬂs on Auditing. Those Standards

require that we plan and perform our audit to oblain reasonable assurance about whether the financial
stataments are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial stalements. An audit also includes assessing the
gccounting principles used and significant estimates made by the direclors, as well as evaluating the overall
presentation of ihe financial statements,

We have cbiained all ihe information and explanations which to the best of our knowledge and belief were
nacessary for the purpose of our audit

Oplnion

In our opinian, proper books of account have been kept and the financial statements, which are in agreement
tharawith, give a true and fair view of the state of affairs of the Company at December 31, 2008 and of its
profit and cash flows for the year then ended in accordance with Ghana Accounting Standards and comply
with the Ghana Companies Code, 1963 (Act 174).

Qt uw‘mﬂigw?«:

Chartered Accountants
Acora,
March 2, 2006

Prawiehous(Corers @
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Profit and'kess Account W

for the year ended December 31, 2005 WA, 3
(ATl anwunis are expressad in miffons of cedts) Note 2005 2004
Turmover 1 312,464 255,369
Costof Sales 2 (160,677) (142 418)
Gross Profit 142,787 112,953
Selling, General and Administrative Expenses 3 (95,846) (76.940)
Operating Profit 46,941 37,013
Other income 4 1,661 1.669
Net Profit before National Reconstruction Levy and Tax 48,602 38,682
National Reconstruction Levy 5 (729) (967)
Net Profit before Tax 47,873 s
Tax B {12.850) {10,220
Net Profit aftertax transferred to Incoma Surplus Account 35,223 27,495

The New 10.4 acres Land acquired at Tema Heavy Industrial Area.
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Income Surplus Account

for the year ended December 31, 2005

(4N amounts are axpressed inmilionsof cais)

Balance at January 1

et Profit forthe year

Proposed Dividend for the Year
Balance at December 31

The accounting policies and notes on pages 22 to 30 form an integral part of these

financial statements.

hote

2005 2004
52,935 31,375
35,223 27,495
88,158 58,870
(7.914) (5.935)
80,244 52,935

—_—

Dynamic Workforce.
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Balance Sheet

as at December 31, 2005 Farn
(Al amounts are expressed in milions of cadig) Mate 2005 2004
Non-Current Assets
Froperty, Plant and Equipment B 96,016 71,749

Current Assets

Inventories 9 49,030 40,520
Tradeand Other Receivables 10 4,152 2,870
Tax & 574 0
Bank and Cash Balances 8211 3,889
61,967 47,219
Current Liabilities
Trade and Other Payables 1 46,632 44 632
Bank Qverdraf 12 2170 B,866
Loan 13 9141 0
Tax 6 0 173
Dividend 7 8,791 6,422
66,734 60,083
Net Current Llabilities (4,767) {12,841}
Lang Term Liabilities
Obligation Under Finance Lease 14 (5,005) 0
Net Assets 86,244 58,935
Represented by:
Slated Capital 15 6,000 6,000
Income Surplus Account 80,244 52,935
Shareholders' Fund 86,244 58,835

The financial statements on pages 17 to30 wereapproved by the Board of Directors
on March 2, 2006 and signed on iis behalf by

The aceounting policies and notes on pages 22 to 30 form an integral part of these
financial statements,
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(Al amaunts are axprassadin milfians of cedls) Mate Stated |Incomesurplus

Capital account Total
Year ended December 31, 2005
Balance at January 1, 20056 6,000 52,935 58,935
Net profil 0 35,223 35223
Praposad dividend I 0 (7.914) (7.914)
Balance at December 2005 B.GTIU_ 80,224 86,244

Yearended December 31, 2004

Balance at January 1, 2004 6,000 31,375 37,375
Net Profil 0 27,495 27,495
Propased dividend 0 {5,935} (5,935)
Balanceat December 31, 2004 6,000 52,935 58,835

The aceounting policies and notes on pages 22 to 30 form an integral part of these financial statements.

Shareholders being served at the 2005 AGM.
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Cash Flow+Statement

as at December 31, 2005 , : :1 s ﬁﬂ !}S

(Al amounts are sxpressadin millons of codfs) MNate 2005 2004

Cash Flow from Operating Activities

Cash generated from operations |6 60,685 59,994
Intarest paid 3 (1,736) (¥78)
Interest racelved 4 14 620
Tax paid 6 (13,397 {12,606)
Net cash generated from operating activities 45,566 47230
CashFlows from Investing Activities

Furchase of property, plant and squipment 8 (46.454) (58,502}
Proceeds from sale of plant and equipment 8 1,107 a4
Netcash used ininvesting activities {45,347 (58,408)
Cash Flows from Financing Activities

Dividend Paid T (5,545) {3.799)
Drawn down on Loan 13 9,130 0
Finance Leasa Drawn down 14 7,764 0
Finanos Lease Repald 14 (550) ]
Wetoash generated from (used in) financing activities 10,799 (3,799)
Increase/ (decraasa) inCashand Cash Equivalents 11,018 (14,977}
Cash and eash equivalents atthe beginning of the year 17 {4,977 10,000
Cash and cash equivalents at the end of the year 17 6,041 _(4.977)

The ageounting policles and noles on pages 22 to 30 form an integral part of these financial statements.

A

Opening of FAN PLAZA at Airport Residential Area.
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The principal accounting policies adopted in the preparation of these financial statements are set out below:

a Basis of Accounting
The financial stalements have been prepared under tha historical cost convention as modified
by the revaluation of certain property, plant and equipment and in accordance with Ghana
Accounting Standards

b. Property, Plant and Equipment
Buildings, plant and machinery are stated at cost or valuation less depreciation. All other
equipments are staled at historical cost less depreciation. Depreciation is calculated on a
straight line methed 1o write off the cost of each assel or revalued amounts
over their estimated useful lives as follows:

Buildings 5% - 10%
Plant and Machinery 10%
Deep Freezers and Bicycles 33.3%
Mator Vehicles 33.3%
Computer Syslems 33.3%
Fumniture and Fitfings 20'%

c Inventories

I Raw materials and other slocks are staled at the lower of cost and net realisable value and in
General Include all expenses incurred in bringing the slocks lo their present location.

f Finished products and Work-in-progress are valued al average cost of raw material consumed.

il Spare parts are written off in the year of purchase.

d Trade Recalvables
Trade receivables are stated after provisions have been made for specific debts considerad o be
doubtful,

(A Revenue

Sales was recognised upon dispatch of products to the depots up to July 31, 2004, Thereafter
Sales was roognised al lhe depols when the risk and rewards fo the products had been
substantially fransfered to the customer. Sales are shown netof retums and value added tax,

J 24y

A
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(Continued)

Foreign Currencies

Transactions n Inrﬂ:-gn CUmencies

during the year are converted info

cadis at the prevailing rates of

axchanga ruling al the lransaction

date. Monelary assels and liabilities
denominated In foreign currencies

are iranslaled into cedis al the rales

of exchange ruling at the balance shesl
date. The resulting gains and losses

ara dealt within the profit and loss account

Post Balance Sheet Events

Evenls subsequent 1o the balance sheet
date ara refiected only 1o the extent that

Ihay relate directly to \he financlal statements
and the affect is material

Deferred Income Tax

Defarred Incoma Tax |8 provided,
using the partial labiiity method

for gl tamporary differences ansing
petwaan ihe tax basas of assels
and liabllities and their carrying
valugs for financial reponing purposes.
Cumenlly enactad 1ax rales are used
to delermine deferred tax, Defarred
tax pesals are recognisad for tax
lzsses carried forward only to the
axignl thal realisation of the

related tax banefil Is probable
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Accounting Policies

(Continued)

Cash and Cash Equivalents

Cash and cash equivalents are
carried in the balance sheet at cost,
For the purposes of the cash flow
stalement, cash and cash equivalents
comprisa cash on hand, deposits held
at call with banks, other shorl-term
highly liguid investments and bank
overdrafts

Finance Lease

Lease of propany, plant and equipment
whare the company has substantially all

the risks and rewards Incident to ownership
are classified as finance lease. Finance leases
dre caplialisad at the lease's commencement
at the lower of the fair valus of the |sased
proparty or prasent value of the minimum
l3aae paymenis, Lease payments are
allpcated betwean the liability and finance
charges 8o as lo achieve a constan! rale

on the finance balance oulstanding.

The comesponding rental obligations, net of
finance charges, are Inoluded (n either accounts
payahle (where ihe obligations are due within
ane year) of In ather non-currant liabilities
(whara thas obllaations are due after more
Ih&n one year), The interast alaman! of the
finance charge Is charged 1o the profit and
loss acoount over the lease pariod, Property,
plant and squipmant aguirad undar finance
I@aRe afe deprecisled over the shorar of the
usiful life of suoh assels or the lease perlod,

Dynamic Workforce.
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N 0 tes to the'financial statements

(Al BmoLnisin the notes are shown in mitkons of cedis uniess otherwise stated) 2005 2004
1. Turnover

Gross sales 359,389 288,800

Value Added Tax (46,925) (34,531)

312 464 255,369

2. Cost of Sales

Costof salesincludes:

Depraciation of factory buildings and plantand machinery 7700 6.776

3. Selling, General and Administrative Expenses
Selling, genaral and administrative expenses include:

Depreciation 13,844 10,848
Directors’ remuneration 878 750
Auditors' remuneration 135 108
Donations [ 212
Intereston overdraft and loan 1,383 L]
Finance lease charges . 343 ]
4, OtherIncome

Profiton disposal of plantand equipment (Note 8) 464 74
Intereston current accounts 14 620
Sale of emptly bags and scraps 193 445
Exchange gain 560 50
Technical service income 0 33
Rentincome 423 435
Bad dabts recovared 7 7

1,661 1,669

§, National Reconsiruction Levy

The National Reconstruction Levy s assessed at 1.5% of accounting profitbefore tax. Thelevy is not

{ax deductible
6, Tax
Balance |Charge forthe Payments Balance
{I} Income tax 11105 |year!adjustment 31/12/05
2004 173 9 (182) 0
2008 0 12,841 (13.215) 574
Tolal 173 12,650 {13,397 (574)

The amount provided for Income lax |s calculated al the rate of 28% of adjusted prafit

(i} Deferred Income Tax
As at December 31, 2008, the company had a potential deferred income tax liability of ¢5,436 million
(2004; ¢3,138 milllon) which has not been provided because it is not expected to crystallise within the
foreseeable fulure based on the company's capital expenditure projections.
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NOtes to théWinancial statements

(Continued)

Included In the net book value of bulldings and roads and leasehold land are buildings with a net book value of

{All #mounts in the nates are shown in millions of cedis unless othenwse stated)
2005 2004
7. Dividends payable
Balance al 1January 6,422 4,288
Dividend Paid {5,545) _(3.799)
877 487
Dividend Proposed 7.014 5935
Balanceat 31 December 8,791 6.422
Payment of dividend is subject to the deduction of withholding taxes atthe apprapriate rate
8, Property, Plantand Equipment
Buildings Leasehold Motar Plant
and Roads Land Vehicles Machinery Total
a. Cost [ valuation
Balanceat Jan. 1,2005 19,475 381 23,568 86,597 | 130.021
Additions 211 14,034 9,826 20,483 46454
Disposal 0 0 {1,731) {937) (2,668)
Al December31, 2005 21,606 14415 | 31,663 | 106,123 | 173,807
b, Accumulated Depreciation
Balanceat Jan. 1, 2005 8,301 ] 16,158 35,804 58,272
Charge for the year 1,384 508 5,082 13,679 21544
Disposal 0 0 {1,222) (803) {2,025)
Al December31, 2005 7,695 517 20,899 48,680 7770
Not book Value
AtDecember 31, 2005 13,911 13,898 10,764 §7.443 96,016
Net book Value
AtDecember 31, 2004 13,174 iz 7410 50,793 71,749

#2,240 million (2004: ¢9, 637 million| and a land with net book value of ¢13,581 million (2004: nil) respectively, which
the company Is In the process of abtalning the fitle deeds.

alopen market value on existing use basis. Buildings were again revaluedin 1988 by Mr. G. M. Mensah, an
Independant valuer ai open markel value on existing use basis,

|eased under a finance lease.

Cosl - capitalised finance lease
Accumulated depreciation

Net book vaiue

HROLEOSHROBOB

2005 2004
8424 ]

(702) 0
7,722 0

Included In motor vehicles, plant and machinery are assets with 2 cost of ¢8,424 million (2004: nil)

Bullding and plant and machinery were professionally revalued in 1983 by Mr. G. M. Mensah, an independent valuer




(Continued) ran!’ ;

8, Property, Plantand Equipment (continued)

& |fthecompany's property, plant and equipment were stated on the historieal cost basis, the amouniwould be as follows

Buildings Leasehold Motor Plant
and Roads Land Vehicles Machinery Total
As at December 31, 2005
Cost 21,313 14415 11 663 106,116 173,807
Depraciation 7402 817 _20809 48673 77,79
Netbook value Dec. 31, 2005 13,811 13,898 10,764 57,443 96,018
As at December 31, 2004
Cost 19,182 381 23,568 86,590 129,721
Depraciation 6008 a 16,158 35,797 57,972
Netbook value Dec. 31, 2004 13,174 372 7410 50,793 71,748
[, Profiton disposal of property, plantand equipment 2005 2004
Costof asset 2688 399
Acoumulated depreciation (2,025) (384)
Nelbook value 643 15
Sale procesds B L T O L)
Prafitan disposal of plant and equipmant (464) (79)
8. Inventories
Raw mnterials 14,008 13,247
Finished goods 4725 3,849
Werk in progress 318 42
Goods Intransit 29 565 22,341
Other stocks 410 M
49,030 40,520

Dynamic Workforce.
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Notes o te e sitements

(Continued) Far ﬂg
(4 amounts in the motes are showr i miions of cedis unlass otherwiss stated) 2005 2004
10. Trade and other receivables
Trade receivables 2915 1972
Other receivables 304 78
Amount due from staff 576 433
Prapayments 329 37
National reconstruction levy 1 70
4,152 2870
The maximum amount of staff indebtedness during the year did
Notexceed ¢625 million (2004: ¢433 million),
11. Trade and other payables
Trade payables 27,248 34,550
Other payables 16,065 9,050
Finance lease accrual (Note 14) 2209 0
Accruals 1,110 1.032
46632 | 44632
12, Bank overdrafts

Althe balance sheet date the company had an approved unsecured overdraft facility with local banks not
excaeding the cediequivalentof ¢21 billion (2004: ¢16 billion).

13. Loan
Balance Exchange | Balanceat
111105 Drawdown | Repayment| rateadjust.| 31/12/05
Ecobank Ghana Limited
shartterm loan 0 9,130 0 11 9,141

The Ecobank Ghana Limited short-term loan facifity of US$ 1,5 million is to finance the purchase of a 10.4 acre plot of

Land at Tema heavy indusirial area. The facility is secured on a negative pledge. The loan is not subject to

any rapayment schedule and will expire 365 days from the date of first drawndown. Interest is payable monthly in

afraars ala rate of 3 months LIBOR plus 2 spread of 2% perannum.
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N OlesS to the mraneral statements
(Continued) éﬂm*

14, Finance lease obligation

The company entered into a finance lease agreements during the year for the lease of certain motor vehicles
and bicycles. The capital cost of these assets amounted to Euro 685.813.90. The company has an oplion o
to purchase the items after the primary lease pericd for a consideration of 1% of the capital on the assets, The

Lease obligafion is as follows:
2005 2004
Payable within 1 year (note 11) 2,209 0
Payable within 2 years 5,005 0
7,214 0

15, Stated capital
No. Of shares Proceeds| Mo.Ofshares Proceeds
2005 2005 2004 2004
Authorised
Ordlinary shares of no par value 40,000,000 40,000,000
Issued
For Cash 18,784,548 194 19,784 548 194
Capitalisation of surplus 0 5,806 0 5,806
, 16,784,548 6,000 18,784,548 ,000

There Is nounpaid liabllity on shares. There are no treasury shares. There are no calls or instalments upaid.

16, Cash generated from operations

Recanciliation of operating profitto cash generated from operations:
2005 2004
Cparating profit 47 873 15
Depreciation 21,544 17,622
Intarast axpense 1,736 778
Interest raceived (14) (620)
Prefiton disposal of plant and equipment (464) (79}
Increase In inveniories (8,510) {15,772)
{Increase)decreass In frade and other raceivables {1,282) 3320
(Decrease)/incraase n irade and olher payables (209) 17.030
Exohange loss on loan 11 0
Cash generated from cperation 60,685 59,994
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(Continued) Fan il

17. Cashandcash equivalents

For the purchase of the cash flow statemants, the year end cash and cash equivalents comprisa the following:

2005 2004
Bank and cash balances 821 3,889
Bank overdraft {2.170) (8.886)
6,041 {4,977)
18. Related party transactions
Fan Milk International A/S owns 37.23% shares in Fan Milk Limited. Emidan
AJS and Fan Milk Togo are subsidiaries of Fan Milk International AlS and are
therefore entities related through cemmon control, In the normal course of
business, the company entered into the following transactions with related
companies!
|, Purchase of goods
Emidan &/'S 174,227 139,075
i, Baleolgoods
Fan Milk Tego 172 123
lil. Yearendbalances arising from purchase/sale of goods
Payable lorelated party
EmidanA/S 24,337 29,381
Recelvable to related party
FanMilk Togo 57 44
18, Capital commitments
Capital expenditura contracted for at the balance sheet date but not recognised
In the financial statements |s as follows:
Fixad assats approved but notcontractad 46,282 48,572
Fixed assets contracled 9,178 5310
55,460 55,482

20, Contingent liabllities
There were no confingent liabilities at the balance sheet date {2004:¢nil)
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