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FAN MILK LIMITED ANNLAL

Financial Highlights

Year ended Decembear 31, 2012,

{ Armounts in GHS'000 except per shore ) 2012 20m 2010 2009
Profit After Taxation 27198 18.818 18,370 15,156
Earnings Per Share 0.23 0.6 06 033
Total Shares Outstanding 116,207,288 116,207,288 118,707,288 118,707,288
Total Shares Issued 18,707 248 118,707, 288 118,707,288 118,707,288
Dividend Per Share 0.2600 0.0400 0.0200 0.0167
Year End:

Total Assets 96,553 83,081 68,391 51,014
Shareholders' Fund 61,681 62,372 52,128 35,082
Permanent Staff 44 457 444 407
Stock Price Range:

Before Bonus Issue

High E 10.5700 5.5500
Low S 5.5500 2.5000
After Bonus Issue

High 3.5500 anon 2.0200

Low 1.8000 1.7800 0.9300 3
Distribution of Gross Sales 2012 %o am %
Amounts [n CHE 000

Revenue (Gross) 169,294 100.0 125,672 100.0
Bevenue 147,212 870 109,280 g70
Cost of Sales 59,739 41.2 51,908 431
Distribution Casts 33,780 20.0 25,560 20.3
Administrative Expenses 1,375 b7 8,419 .7
Finance Costs 329 0.2 162 07
VAT 22,082 13.0 16,392 13.0
Tax 6,244 37 5432 51
Transfer to Income Surplus Account 27088 161 18,819 15.0
Other income 445 0.3 350 0.3
Finance Intome 4 067 24 1,680 13
Dperational Results 2012 20m Change % Change
Amaunts In GH5 000

Revenue 147212 109,280 17932 347
Cost af Sales (£9,799) (51,308) (17.891) 34.5
Distribution Costs (33.780) (25,560) (8.220) 3.2
Administrative Expenses (11,375) (B,429) (2,948) 3s5.0
Finance Caosts (323) (162) (187) 1031
Finance Income 4,067 1,680 2387 1421
Other Income 445 350 96 274
Profit before Tax 36,442 25251 na92 44.3
Tax [9,244) (6,432) {2,812) 437
Profit for the Year 27198 18818 8,375 44.5
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FAN MILK LIMITED AMMUAL REPORT B ACCOUNTS 2012

Shareholding Distribution

Vear ended December 31, 2012

Categoryof Holdings Mo.of Sharcholders % of Holders No.of Shares % of Holdings
Lessthan 17,000 2,882 54.75 964145 0.83
1000 to 5,000 1208 22.85 2,604,504 2.24
5007 to 10,000 38 6.04 2,195,820 1.89
10,007 to 20,000 582 T.06 7,649,109 6.58
20,007 to 30.000 13 215 3,016,573 2.60
30,007 to 40,000 44 0.84 1,545,123 133
40,001 to 50,000 21 0.40 947487 0.82
Over50,000 26 1.82 57,284,127 83.72
Totals 5,264 100.00 116,207,288 100.00
Details of the twenty (20) largest Shareholders as at December 31, 2012
Name of shareholder No.of Shares _ Percentage (%)
1. FanMilk International A/S 65,822 250 5B.64
2. SCBN/HSBC- Fund Services A/C500 6,853,084 5.90
3. Enterprise Insurance Company Limited 2,352,000 2.02
4. Enterprise Group Limited 280,875 1.88
5. SCBN/ELAC Policyhelders Fund 1,615,336 1.39
6. Social Security and National Insurance Trust 1,486,800 1.28
7. SCBN/UNIL GH Managers Pension Fund 1171160 1.0
8. Enterprise Properties Limited 1,005,757 0.87
9, SCBN/)PMCC).P. MORGANCLEARINGCORP-70396 935,900 0.81
10. STONOMS TVLPTY/BNYM/Frontaura Global Frontier Fund LLC 781,000 0.67
M. STONOMS(TVL)PTYSTANDARD BANK LONDON PLC CLIENTS ACCOUNT 3,00 0.63
12. SCBN/EPACK Investment Fund Ltd.- Transactions A/C 71,728 0.62
13. SCBN/|PMCBANKINVEST EMERGING MKTS LONG-TERM ECONOMIC-
INVFO(L.E.LF)EM.B.A 596,500 0.51
14. SCBN/BBHDZ PRIVATBANK 5.4 LUXEMBOURG SILK FUND -
AFRICANLIONS FUMD GHANA 568,564 0.49
15. STONOMS TVLPTY/BNYM/FLORIDA RETIREMENT SYSTEM 542,000 0.47
16. STONOMS TVLPTY/BNYM/LUX/EASTSPRIMG INVESTMENTS SICAV-FIS 401,300 0.35
17. SCEN RE:ELACSHAREHOLDERS FUND 372,788 0.32
18. SIMS/FMLINCENTIVE SCHEME 370,568 0.32
13. OFORIDANIEL 355,098 0.3
20, SSNITSDS Fund 335,724 0.29
Total 89,208,130 76.77
Others 26,999,158 23.24
Grand Total 16,207,288 100.00
Directors’ Shareheldings
1. |esperBjern |eppesen 58,800 0.051
2. KodjoB. Aziagbe 36,600 0.03
3. Peace P Ayisi-Okyere 108 0.000
Total 95,508 0.082




FAN MILK LIMITED ARPNUAL REPORT

Notice of Meeting

Year gnded December 31, 2012,

Motice is hereby given that the fifty-second Annual Ceneral Meeting of FAN MILK LIMITED will be held at the National
Theatre, Accra on Wednesday May 8, 2013 at 11:00 am in order to transact the following business:

Agenda:
1. Torecelve the Report of the Directors, the Financial Statements as at December 31, 2012 and the report of the
Independent Auditors thereon,

2. Todeclare adividend onthe Company' Shares in respect of the yearended December 31, 2012,

Lad

Tore-electas adirector Mrs. Peace P. Aylsi-Okyere whao retires by rotation.

4, Tore-elect as adirector Mr.George H. OD. Thompson whao retires by rotation,

5. Tofixtheremunerationofthe Directors,

6. Toauthorisethe Directors ta fix the remuneration of the Auditors.

7. Toconsiderand If deemed fit, to pass the following Special Resolution: It is hereby resolved that the 2,500,000
shares Intreasury be cancelled and accordingly the autherlzed shares be reduced to 197,500,000 and the issued

sharesto 116,207 288.

By Orderofthe Board
Secretary

Lennap& Company,
Farrar Avenue

February 21,2013

Note:

A member entitled to attend and vote at this meeting is entitled to appoint a proxy who need not be a member of the
company to attend and vote in his stead, The completed proxy forms must reach the registered office of the Company
not lessthan 48 hours before the time fixed for holding the meeting.

e
"

Hing
i

Visit by the Danish Foreign Minister Villy Sevndal
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FAN MILK LIMITED ANMLUAL REPGAT |

Directors’ Report

¥ear ended Dacamber 31, 2002

7

INTRODUCTION

The Directors have the pleasure to present te the members of
Fan Milk Limited, the Annual Repart and Audited Accounts of
the Company forthe yearended December31, 2012.

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Directors 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 period. 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 International Financial Reporting Standards (IFRS),

The Directors are responsible for ensuring that the Company
keeps proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the
Company. The Directors are also responsible for safeguarding
the assets of the Company and takine reasonable steps for the
prevention and detection of fraud and other irresularities.

PRINCIPALACTIVITY

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

THE MACRO ECONOMIC ENVIRDNMENT

The following points summarise the macroeconomic
environment in which Fan Milk Limited operated during 202:

»  According to Chana Statistical Service, over the
course of year 2012, the rate of inflation moved
marginally from B.6% at the end of year 2011 ta
B.8% for December 2012 with a peak of 9.5%
recorded for August 2012,

*  The Bank of Ghana Prime Rate, which stood at
12.5% at the beginning of the year was 15.0% at the
end of the year.

+  There were movements in exchanee rates during
the year, in particular during the second and third
guarters, Overall, the GHS depreclated by 18.7%
against the US Dollar and by 17.7% against the Euro
{EUR).

+  Petroleum prices and utility tariffs remained fairly
stable over the year. However, electricity supply
nationwide was severely disrupted due to a
continuous rationing programme triggered by
under-capacity in power generation, technical faults
associated with power distribution and damage to
the West African Gas Pipeline from Nigeria.

= There was a reduction in the Environmental Tax
levied on plastic packaging materials and products
from20% to 15%.

FINANCIAL HIGHLIGHTS

The table below is 3 summary of the financial performance of the
Company for the financial year 2012,

Amounts in GHS ‘000 2012 20M Change % Change
Met Sales w2 109,280 37932 34.7
Cost of Sales (69,739) {51,908) (17.891) 34.5
Distribution Costs (33,780)  {25,560) (8,220) 322
Administrative Expenses {1,375) (8,429) {2.,946) 35.0
Finance Costs (329) (162) (167) 1037
Finance Income 4,067 1,680 2,387 1421
Other Income 445 350 96 214
Profit Before Taxation 6442 25,251 192 44.3
Income Tax (9,244) {6.432) (2.812) 437
Profit After Taxation 27198 18,819 8,379 44.5

PERFORMANCE ON THE STOCK MARKET

The share price of the Company ended the year at GHS 3.55
from an openine price of GHS 2.37 in Janwary 2012, thus
representing a gainof49.8%,

DIVIDEND POLICY

Ouring the year the Board considered and approved the
following as the dividend policy for the Company:

On o regulor bosis, the Boord of Directars considers ond
evoluotes the capital and shore structure of Fan Milk Limited
ond concludes on options that maoximise the interest of the
Sharehalders and the Company. Our guiding principle is that any
excess copftol, after the funding of orgonic growth
opportunities ond potentiol ocquisitions, is returned to
fruestors. Any proposals on fnterim and annuel dividends are at
the discretion of the Boord of Directors.

DIVIDEND

In line with the statement abave, in December 2072 an interim
dividend of GHS 0.20 pershare amounting ta GHS 23.241.457.60
was paid toshareholders forthe financial year 2012.

Furthermare, the Board is pleased to recommend a final
dividend for year 2012 of GHS 0.06 per share totalling GHS
£.972,437.28. Total dividend for the year 2012 is therefore GHS
30,213,894.88 representing an increase of 550% over 2011,

DIRECTORS

In accordance with Section 298 of the Companies Code, 1963
(ACT 173), and the Company's Regulation 61 (2a&h) Mrs, Peace
P Ayisi-Okyere and Mr, Ceorge H, O, Thompson retire from the
Board by rotation, and being eligible, they offer themselves for
re-election.

DIRECTORS' FEES

In accordance with Section 67 (3) of the Company's
Regulations, fees payable to the Oirectors shall not be
increased except in pursuant to a resolution passed at a general
meeting where notice of the proposed increase has been given
inthe notice convening the meeting,
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Directors’ Report cin.s

Year ended December 31, 2012,

In line with this, the Directors wish to recommend that this .
Ceneral Meeting approves payment of Directors’ remuneration
for 20M3 not exceeding the sum of GHS754,688 This represents

Best Food and Beverages, Large Scale Company -
Association of Ghana Industries.

anincreasenf25% over 2012,

AUDITORS

The Auditors of the Company, PricewaterhouseCoopers,
Chartered Accountants, will continue in office in accordance
with Section 134 (5) of the Companies Code, 1963 (ACT 179).
Members are requested, as is customary, to authorise the

Board to fixthe remuneration of the Auditors for theyear 2013.

CAPITAL EXPENDITURE

In 2012, expenditure on property, plant and equipment
totalledCHS15.9 million. Highlights of the key investments
are:

Factory/ Plant

s Commencement of additional water storage tanks
at the factory.

s Commencement of a water treatment plant at the
factory.

e Completion of a new electrical switchboard room
and generator house.

*  Uperade of the refrigeration plant with the
installation of ammonia separators, receivers and
Screw COmMPpressors,

¢ |Installation of an additional tank farm with
automated valve stations,

»  Completion of a 4 line CIP plant.

s [nstallation of a heat recovery plant.

e |nstallation of an additional laroe capacity plate
heat exchanger.

« Installation of four packing machines.

« |nstallation of new lce cream machines.

Distribution, Sales and Marketing

+ Commencement of a new Regional Distribution
Centre in Kasoa,

«  MNew sales trucks and haulage vehicles.

*  New bicycles, push carts and freezers.

Infor ion Technol

= Purchase of new ERP software and commencement
of phase 1 of same.

AWARDS

In 2012, ameng others your Company received the following
prestigious awards:

* 12" position on Ghana Club 100 - Ghana Investment
Promotion Centre.

s [Overall Best Industrial Company of the Year -
Association of Ghana Industries.

OUTLODOK FOR 2013 AND BEYOND

The economy Is expected to remaln fairly stable in the year
ahead. Economic growth is expected to be stimulated by
proceeds from gold, oll and cocoa.

The Covernment will also initiate several major long-
termsocio-developmental projects, such as the Accra drainage
project, develapment ofregional and new senior high schools, a
new public university to be located In the Eastern Region,
canstruction of a new Iinternational airport and the expansion
of harbours and regional alrports.

It is expected that your Company will complete the on-going
factory expansion projects, which will not only increase
production capacity but will also result in more efficient
production methods and enhance product quality procedures.

Fan Milk Limitad will also strengthen its nationwide presence
by developing new regional distribution centres to better serve
customers and consumers allke,

Some of the keyinvestments planned for 2013 are:

1. Campletion of the Regional Distribution Centre in Kasoa,

2. Commencement of 2 new Regional Distribution Centre
in Tema.

3. Additions and replacements to sales and distribution
flest.

4. Acquisition of new sales equipment.

E. Completion of varlous projects related to the on-gaing
factory expansion.

EB. Installation of additional screw compressors for tha
ammonia plant.

7. Installation of a N0m’ tank for oil storage.

8. Installation of a new filling machine far ice cream
progucts.

8, Installation of an uninterruptible power supply to some
sections of the factory.

Ghana continues to remain attractive to investment which in
turn will create opportunities for job creation and
infrastructural developments. Thus, considering papulation
growth of around 2.5% per annum and a rapid urbanisation
rate, we foresee the prospects for your Company to be
favourahle.

ACKNOWLEDGEMENT

The Board of Directors wish to express their sincere
appreciation to our shareholders, customers, distributors,
agents, vendors, management and staff for their support and
invaluable contributions which led to the excellent
performance achleved by your Companyinyear2012.

Onbehalfof the Board

(AabA_

DOr.Charles Mensa lesper Bj@rn |eppesen
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Corporate Social Responsibility Report S

¥ear ended December 31, 20N2.

Fan Milk Limited is committed to conducting its business in
@ transparent. soclially and environmentally responsible
manner.

The following are highlights of the Corporate Social
Responsibility activities embarked upon during year 2012 in
furtherance of thiscommitment.

ETHICS

Fan Milk Limited prides itself as an ethical corporate citizen
and operates in accordance with the laws of Ghana. Fan Milk
Limited also complies with all relevant regulations and tax
laws.

ISOCERTIFICATION

Fan Milk Limited is certified in both 150 9001:2008 (Quality
Management Systems) and 150 22000:2005 (Food Safety
Management Systems) for the following activities:

Warehousing of raw and packaging marerials.
Production of frozen yoghurt, frozen chocolate
drink, icecreams, frozen lollles and fruit drinks.

=  Distributionof finished products.

In November 2012, your Company was audited in S0

14001:2004 (Environmental Management)and received the
certificate in February 20713.

SOCIAL RESPONSIBILITY TOWARDS EMPLOYEES

Fan Milk Limited believes it offers fair compensation and
benefits ta all employees. Your Company provides amenities
such as laundry, changing and locker rooms as well as
canteen facllities at the factory premises, Fan Milk Limited
also provides staff bus services for those who work within
the factory/head office premises,

Your Company is committed to the development of careers
of staff through various sponsored programmes held locally
and abroad.

Fan Milk Limited continues to support eligible children of
employees with scholarships through their second-cycle
education.

Every year dedicated and committed employees are
recoenised with the Company's annual Long Service Awards.
These awards comprisa of household appliances such as
cookers, freezers and TV's togetherwith certificates. in 2071,
50 amployees who had served your Company for aminimum
of 10, but up to 40 years in some cases were rewarded with
long service awards, In 2012 as many as B4 employees
received awards,

Alsa in Fan Milk Limited. in addition to paid matemity leave
for fermale employees, paid paternity leave is also provided
formale staff of the Company.

INTERNSHIPS

Your Company has over the past many years consistently
assisted eraduates as well as reaularstudents from various
tertiary Institutions in the Country to acquire practical
working experience. Fan Milk Limited annually offers
placement to over 20 national service men and women and
also allows about 15 students to undertake their practical
attachmentwith the Company.

HEALTH AND SAFETY

Fan Milk Limited offers an Employea Health Care Scheme in
which employees, their registered spouses and children
benefit from Company pald medical care

Your Company continuously assesses the safety, health
and environmental impact of its operations on both
employees and the general public. Members of staff are
regularly screened in conformity with the food vendars
health regulations.

Fan Milk Limited continues to emphasise on safety at the
workplace by ensuring high safety standards have been
instituted within the work environment in the factory,
offices and distribution centres, The facilities of Fan Milk
Limited have also met the requirements of regulatory
hodies such as the Ghana Fire Service and the Factories
Inspectorate Division of the Employment Ministry.

Apart from the preventive measures in place and the drive
to continuously improve upon them, your Company has a
Group Comprehensive Insurance Policy for staff with 24
hours cover forthe followine eventualities:

e Work related accidents.
= Mon-work related accidents.
&  Death,

ENVIRONMENT

The Company's environmental activities and plans are
detailed in its Environmental Management Plan, which has
been approved by the Environmental Protection
Agency(EPA) of Ghana.

In the factory, waste water from production activities is
treated at the Company's waste water treatment plant and
reused in various non-production activities in horticulture
and sanitation functions.

Fan Millz Limited continued its collaboration with Chana
National Scholarships Beneficiaries Association (GNASBA),
which has been in existence for the past 19 years. A total of
163 communities were visited In year 2012 and numerous
litter bins were given to these communities, Tree planting,
clean up campaigns, collection and disposal of plastic
waste and malaria awareness programmes were some of
the programmes undertaken in the communities visited.
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Corporate Social Responsibility Report c.i.

Year ended Decemmber 31, 2072,

Fan Milk Limited's engagement of the services of City Waste
Management Company Limited for the collection, proper
disposal and recycling of plastic waste from the Factory and
our Regional Distribution Centres across the Country has
witnessed a significant improvement with the introduction
of an additional refuse collection truck by City Waste in 2012.

Trashy Baes, a small scale business located at Dzorwulu in
Accra continued their collaboration with your Company. Fan
Millc Limited provides Trashy Bags with materials from
previously used billboards for reuse in the production of a
wide variety of articles including bags and fanc/ful dresses.
Used packaging from Fan Milk Limited products are sewn
intovarious items, which are widely patronised.

During 2012, your Company directly undertook Sanitation
Awareness Campaigns in 100 schools natlonwide,
Appraximately 100,000 pupils, teachers and non-teaching
staff benefitted. The schools had the opportunity towatch a
70 - minute film on sanitation, after which, the participants
were refreshed with Fan Milk products, Litter bins were
donated to all participating schools to take care of their
waste.

TRADE AND CHANNEL MEMBERS TRAINING

Interactions with  trade and channel members to ensure
that they understand the key handling requirements of aur
products, cold-chain management and good practices of
selling is done every yearand 2012 was not left out.

In 2012,s0me 500 Agents nationwide were taken through
training workshops in Accra, Kumasi, Takoradi and Tamale,
Some bankers wereinvited as part of the worlishop to advise
agents on managing finances. Furthermore, the top 50
Agents from the various Sales Reglons were also engaged in
a Z-day interactive conference with Management at the

latter part of the year at Golden Tulip in Kumasi. Our
Extended Quality Assurance Section alsa pravided training
across the Country for nearly all agents and vendors in the
year under review.

Some 1,200 shop-assistants, whao are among the first line
of people most consumers meet at supermarkets, shops
and fuel station shops, were also trained in product
handling, hygiene and good customerservice practices,

LOCAL COMMUNITY AND OTHER SUPPORT

Inyear 2012, Fan Milk Limited made a number of donations
in support of festivals and events in communities and
organisations.

Traditional areas like Cape Coast, Mankessim, Anlo, Ada,
Wurupong-Nkonya and Ga were prominent recipients of
donations made by Fan Milk Limited in support of their
annual festival celebrations.

Other organisations and events that were supported by
your Company included the following;

1. Funeral Planning Committee of the Late
Bresident Prof. |ohn Atta-Mills.

Ghana Police Service,

LChana Optometric Association.

Craphic Communications Group.

Ghana Education Service,

Office of the Greater Accra Rezional Coordinating
Cauncil,

7. Ghana Military Academy.

B. TakoradiStreet Camnival,

9. Damongo District Assembly

o s W
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Corporate Governance oS

Yiear ended December 31, 2012

introduction

Fan Milk Limited is committed to the principles and
implementation of good corporate governance. The Company
recognises the valuable contribution that it makes tolong-term
business prosperity and to ensuring accountability to its
shareholders. The Company is managed in a way that
maximises long term shareholder value and takes into account
theinterestsofall of its stakeholders.

Fan Milk Limited belleves that full disclosure and transparency
in its operations are in the Interests of eood eovernance. As
indicated in the staterment of responsihilities of directars and
notes to the accounts, the business adopts standard
accounting practices and ensures sound internal control to

facllitate the reliability of the financial statements,

The Board of Directors

The board is responsible for setting the Company's strategic
direction, for leading and controlling the Company and for
manitoring activities of executive management. The board
presents a balanced and understandable assessment of the

Company's progress and prospects.

The board consists of the chairman, five non-executive
directors and an executive director (the managing director).
The non-executive directors are independent of management
and free from any constraints, which could materially interfere
with the exercise of their independent judeement, They have
experience and knowledge of the industry, markets, financial
and/or other business Information to make a valuable
contribution to the Company's progress. The managing
director is a separate individual from the chairman who
implements the strategies and policles adopted by the board,
Theymest at [east four times ayear.

The Audit Committes

The audit committee s made up of four directors of whom
three are non-executive directors and they meet twice a year.
The main board determines its terms of reference and they
repart back to the board. The chairman is 2 non-executive
director who does not have any conflict of interest with respect

to the Company.

Its duties include keeping under review the scope and results of

the external audit, as well as the independence and abjectivity

of the auditor. The audit committee also keeps under review
internal financlal controls, compliance with laws and
regulations and the safeguarding of assets. It also reviews the
adequacy of the plan of the internal audit and reviews its audit
reports.

Systems of Internal Control

Fan Milk Limited has well-established internal cantrol systems
for identifying, managing and monitoring risks. These are
designed to provide reasonable assurance that the risks facing
the businessare 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 Intérnal control are
implemented and monitored by appropriately trained
personnel and their dutles and reporting lines are clearly
defined.

Codeof Business Ethics

Management has communicated the principles in the
Company's Code of Conduct to its employees in the discharge of
their duties. This code sets the professlonalism and integrity

required for business operations which covers compliance with
the law, conflicts of Interest, environmental Issues, reliability
of financial reporting, bribery and strict adherence to the
principles soasto eliminate the potential forillegal practices.




Independent Auditor’s Report

Year ended December 31, 2012

Report of the Independent Auditor to the Members of Fan
Milk Limited.

Reporton the Financial Statements

We have audited the accompanying financial statements of
Fan Milk Limited set out on pages 14 to 38. These financial
statements comprise the statement of financial position as at
December 31, 2012 and the statement of comprehensive
income, staternent of changes in equity and the statement of
cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory
information.

Directors’ responsibility for the financial statements

The directors are responsible for the preparation of financial
statements that give a true and fair view in accordance with
International Financial Reporting Standards and with the
requiremnents of the Companies Act, 1963 (Act179) and for such
imternal control, as the directors determine is necessary to
enable the preparation of financial statements that are free
frommaterial misstatements, whetherdue to fraud orerror.

Auditor's responsibility

Our responsibllity is to express an opinion on the financial
statements based on our audit. We conducted our audit in
accardance with International Standards on Auditing. Those
Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to
fraud ar error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation of
financial statements that give a true and fair view 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 entity's internal contral, An
audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the
averall presentation of the financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the accompanying financial statements give a
true and fair view of the financial position of Fan Milk Limited
asat December 31,2012 and of its financial performance and its
cash flows for the year then ended in accordance with
International Financial Reporting Standards and in the manner
required by the Companies Act, 1963 (Acl 179).

Reportonother legal requirements

The Companies Act, 1963 (Act 179) requires that in carrying out
aur audit we consider and report on the following matters. We
confirmthat:

i) we have obtained all the information and explanations
which to the best of our knowledge and bellef were
necessary forthe purposes of our audit;

fi} inouropinion, proper books of account have been kept by
the Company. so far as appears from our examination of
those books: and

iil) the Company's balance sheet (statement of financial
position) and profit and loss account (statement of
comprehensive income) are in agreement with the books
of account.

Chartered Accountants
12th March, 2013

Accra, Ghana
Michael Asiedu-Antwi (ICAG/P/1138)

.
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FAN MILE LIMITED ANMUAL RERL

Statement of Comprehensive Income

Year ended Oecember 31, 2012,

fAll omounts ore expressed in thousands of Ghono cedis ) Note 2012 20m

Revenue 3 147,212 109,280

Cost of Sales 4 (69,799) {51,908)
Gross Profit T3 57,372

Distribution Costs 4 (33,780) (25,560)
Administrative Expenses 4 {1,375) (8429)
Other Income 5 446 350

Operating Profit 32,704 23,733

Finance Income 6 4,087 1,680

Finance Costs 7 (329) (162}
Prefit before Income Tax 36,442 25,251

Income Tax Expense 8 {9,244) (6,432)
Profit for the year 27198 18,819

Other Comprehensive Income =

Total Comprehensive Income 27,158 18,819

Earnings per Share

Basic and Diluted {GHS) 9 0.23 0.8

The notes on pages 18 to 38 are an integral part of these financial statements.




Statement of Financial Position ,_Wﬁ,ﬁ.

Year ended December 31, 2012.

(All omounts ore expressed in thousands of Ghana cedis)  Note imz 20m
Assets

MNon-Current Assets

Property, plant and equipment 0 51,904 43,771

Current Assets

|nventories 1 15,640 12,679
Trade and other receivables 12 4,080 2,215
Cash and cash equivalents 13 24,929 24416

44,649 39,310
Total Assets 96,553 B3,0&1

Equity and Liability

Equity attributable to owners

Stated capital 14 10,000 10,000

|ncome surplus account 15 51,681 52,372
61,681 62,372

Liabilities

Non-Current Liabilities

Deferred income tax 16 3.664 2,824

Current Liabilities

Trade and other payables 7 21,595 17,382

Current income tax 18 mn 103

Dividend payable 19 9,302 400
31,208 17,885

Total Liabilities 34,872 20,709

Total Equity and Liabilities 96,553 83,081

The financial statements on pages 14 to 38 were approved by the Board of Directors on February 21, 2013
and signed on its behalf by:

(atA_

Director Director

The notes on pages 18 to 38 are an integral part of these financial statements.



FAMN MILK LIMITED ANNLUAL REFOR

Statement of Changes in Equity

Yoor ended Decamber 31, 2002,

(Al amaunts oreexpressed in thousands of Chana cedis) Stated Income Surplus

Capital Account Total
Year ended December 31,2012
Atthe beginning of the year 10,000 52,372 62,372
Total comprehensive Income = 27198 27198
Dividend declared (27,889) {27,889)
At the end of theyear 10,000 51,681 61,681
Year ended December 31, 2011
At the beginning of the year 10,000 42136 52,126
Total comprehensive income = 18.819 18,819
Dividend declared {2,324 {2,324)
Purchase of own shares (6,249) (&,249)
At the end of theyear 10,000 52,372 62,372

The notes on pages 18 to 38 are an integral part of these financial statements.




FAN MILK LIMITED ANMNUAL

Statement of Cash Flows

Yearended Becembar 37, 2012,

fAll emaounts ore expressed in thousonds of Ghana cedis) Note 2012 201
Cash Flows from Operating Activities

Cash generated from operations 20 39,454 30,641
Interast paid 7 {3n) (175)
Interest recelved B 3,917 1,680
Tax paid 18 {8,196) (5.402)
Net cash generated from operating activities 34,864 26,744

Cash Flows from Investing Activities

Purchase of property, plant and equipment 10 (15,922) (20178)
Proceeds from sale of property, plant and equipment 10 558 209

Net cash used in investing activities (15,364) 19.969)
Cash Flows from Financing Activities

Dividend paid 19 {18,987) (2,267)
Purchase of own shares 14 - _[6.243)
Net cash used in financing activities (18,987) _(8.510)
Increase in cash and cash equivalents 513 (1,735)
Cash and cash equivalents at the beginning of the year 24,416 25.151

Cash and cash equivalents at the end of the year 13 24,923 _24.4%

The notes on pages 18 to 38 are an integral part of these financial statements.

o




FAM MILK LIMITED ANNUAL REPORT & AL

Accounting Policies

¥ear ended December 37, 2012,

NOTES

8

General information

Fan Mill Limited ("the Company") manufactures, distributes
and sells dairy products and fruit drinks through a network of
independent distributors and agents.

The Company is a public limited liabllity company incorporated
under the Companies Act, 1963 (Act 179), listed on the Ghana
Stock Exchange and domiciled in Ghana, Theregistered offica is
located at Nol Dadeban Road, North Industrial &Area, Accra-
Narth.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of
these financial statements are set out below. These policies
have been consistently applied to all the years presented,
uniessotherwise stated.

(a) Basis of preparation
The financial statements have been prepared an the
historical cost basis, except for financial assets held
at falr value through profit and loss which have been
measured at fairvalue,

The financial statements have been prepared in
accordance with International Financial Reporting
Standards (IFRS)., The management of Fan Milk
Limited considers the following to be the most
important accounting policies for the Company. In
applying these accounting policies, management
makes certain judgements and estimates that affect
the reported amounts of assets and liabilities at the
year end date and the reported revenues and
expenses during the financial year. The financial
statements have been prepared in accordance with
the Compary's accounting policies described below.

)] MNew standards and interpretations that are
not yet effective and have not been early
adopted.

A number of new standards and amendments to
standards and [nterpretations are effective for
annual periods beginning after 1 January 2012, and
have not been applied In preparing these financial
staternents. None of these is expected to have a
slgnificant effect an the financial statements of the
Company, except the following set out below:

Amendment to IAS 1, 'Presentation of Financial
Statements’ regarding other comprehensive incame,
The main change resulting from these amendments
is a reguirement for entities to group items
presented in ‘other comprehensive income’ (OC1) on
the basis of whether they are potentially
reclassifiable to profit or loss subsequently
(reclassification adjustments). The amendmenis do
not address which items are presented in OCL. The
application of this amendment will mainly impact

the presentation of the primary statements.

IFRS 13, 'Fair value measurement’, aims to improve
consistency and reduce complexity by providing a
precise definition of falrvalue and a single source of
fairvalue measurement and disclesure requirements
for use across IFRSs. The requirements, which are
largely aligned between |FRSs and US CAAR do not
extend the use of fair value accounting but provide
guidance on how it should be applied where its use is
already required or permitted by other standards
within IFRSs or US CAAPR The application of IFRS 13
may enhance fair value disclosures in certain

circumstances.

IA5 19, 'Employee benefits,, was amended in June
2012. The Impact on the Company will be as follows:
To Immediately recognise all past service costs; and
te replace interest cost and expected return on plan
assets with a net interest amount that (s calculated
by applying the discount rate to the net defined
benefit liability (asset). The directors are yet to
assess the full Impact of the amendments.

IFRS 9, ‘Finmantial instruments’, addresses the
classification, measurement and recognition of
financial assets and financial lizbilities. Issued in
November 2009 and October 2011, it replacas the
parts of A5 39 that relate to the classification and
measurement of financial Instruments. IFRS 3
requires financial assets to be classified into two
measurement categories: those measured as at fair

value and those measured at amortised cost,






FAN MILK LIMITED ANNUAL REPORT E

Accounting Policies c.n. %

Year ended December 31, 2012,

a3
13

-

The determination |s made at Initial recognition. (b) Property, plant and equipment

The classification depends on the entity's business
model formanagine its financial instruments and the
contractual cash Fow characteristics of the
instrument, For financial liabllities, the standard
retains most of the 1AS 39 requirements. The main
change is that, in cases where the fair value option is
taken for financial liabilities, the part of a fair value
change due to an entity's own credit risk is recorded In
other comprehensive income rather than the income
statement, unless this creates an accounting
mismatch, The directors areyet to assess IFRS9's full
impact and intends to adopt IFRS 9 no later than the
accounting period beginning on or after 1 January
2015. The directors will also consider the impact of
the remaining phases of IFRS 9 when completed by
the lASE

IFRS 10, Consolidated financial statements', builds
on existing principles by Identifying the concept of
cantrol as the determining factorinwhether an entity
should be included within the consolidated financial
statements of the parent. The standard provides
additional guidance to assist in the determination of
control where this is difficult to assess. The directors
are yet to assess IFRS 10's full impact and intends to
adopt IFRS 10 no later than the accounting period
beginning onor after?january 2013,

IFRS 12, 'Disclosures of Interests in other entities’,
includes the disclosure requirements for all forms of
interests in other entities, including joint
arrangements, associates. special purpose vehicles
and otheroff balance sheet vehicles. The directors are
yet to assess IFRS 12's full impact and Intends to
adopt IFRS 12 no later than the accounting period
beginning onarafter1january 2013,

' Therearenoother IFRSs or IFRIC interpretations that
are not yet effective that would be expected to have 2
material impact on the Company.

Property, plant and equipment held for use in the
production or supply of goods, or for administrative
purposes are stated in the statement of financial
position at historical cost less depreciation.
Historical cost includes the expenditure that is
directly attributable to the acquisition of these
ftemns,

Subsequent costs are included In the asset's
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
econamic benefits associated with the itern will
flow to the Company and the cost of the item can be
measured rellably. The carrying amount of the
replaced part is derecognised. All other repairs and
maintenance are charged te profit or loss during the
financial period inwhich they are incurred.

Assets in the course of construction are carried at
cost less any recognised impairment loss. Cost
includes professional fees and other costs directly
attributable to the completion of the assets,

Depreciation commences whenthe assets are ready
for their intended use. Depreciation is calculated
using the straight line method to allocate their cost
to their residual values over their estimated useful
lives as follows:

Leasehold land Over the unexpired portion of lease
Bulldings 10 - 20 years
Plant and machinery 10 years
Deep freezers and bicycles Syears
Distrihution trucks 8 years
Mator vehicles Syears
Computers 3years
Furniture and fittings Syears

The assets’ residual values and useful lives are
reviewed and adjusted If appropriate at the end of
each reporting period. Property, plant and
equipment are reviewed for impairment whenever
events or changes in circumstances indicate that

the carrying amount may not be recoverable.




Accounting Policies e

Yiear ended December 31, 2012,

{c)

Any asset's carrying amount Is written down
immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated
recoverable amount. Referto note 2 (c).

Gains and losses on dizposals are determined by
comparing the proceeds with the carrying amount
and are recognised within other gains/(losses) in
profit orloss.

Included in the plant, machinery and athers in note 10
are the cost of deep freezers and bicycles, computer
and furniture and fittines.

Included in motorvehicles innote 10is the cost of
distribution trucks.

Impairments of non-financial assets

At the end of each reporting date, the Company
reviews the carrying amounts of its tangible assets ta
determine whether there is any Indication that those
assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the
assetisestimated in orderto determine the extent of
the impalrment loss (if any). Nen-financial assets
that suffered impairment are reviewed for possible

reversal of the impairment at each reporting date.

Where the asset does not generate cash flows that
are independent from other assets, the Company
estimates the recoverable amount of the cash
generating unit (CCGU) towhich the assetbelongs.

Recoverable amount is the higher of fair value less
costs to sell and value in use. In assessing value-in-
use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects the current market assessment of the
time value of money and the risks specific to the
asset for which the estimates of future cash flows

have not been adjusted.

if the recoverable amount of an asset {or CGU) is
estimated to be less than the carrying amount, the

(d)

(e)

carrying amount of the asset (CGU) is reduced to its
recaverable amount. An impairment loss |s
recognised as an expense immediately,

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost Is determined using the
weighted average method. The cost of finished
goods and work in progress comprises raw
materials, direct labour, other direct costs and
related production overheads, based on normal
operating capacity. It excludes borrowing costs. Net
realisable value Is the estimated selling price in the
ordinary course of business, less all estimated costs
of completion and coststo be incurred iInmarketing,
selling and distribution. Spare parts are written off
intheyear of purchase.

Financial assets

{i) Classification

All financial assets of the Company are classified as
lnans and receivables based on the purpase for which
the financial assetswere acquired.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included in
current assets, except for maturities greater than 12
months afterthe end of the reporting period.

These are classified as non-current assets. The
Company's loans and receivables comprise ‘trade
and other receivables' excluding prepayments in the
statement of financial position.

{li} Recognitionand measurement

Regular purchases and sales of financial assets are
recognised on the trade-date, the date on which the
Company commits to purchase or sell the asset.
Loans and receivahles are initially recoenised at fair
value plus transaction cost and subseguently carried
at amortlsed cost using the effective interest
method. Gains and losses are recognised in income
when the loans and receivables are derecognised or
impaired, as well as through the amortisation
process. Referto note 2 (f).



FAN MILK LIMITED AMMUAL REPORT B ACCOLINTS 2012

Accounting Policies cne W

Year ended Decemnber 31, 2012,

(ifi) Offsetting financialinstruments

Financial assets and liabilities are offset and the net
amount reported inthe statement of financial position
when there is a lezally enforceable right fo offset the
recognised amounts and there is an intention to settle
onanetbasisorrealise the asset and settle the liability

simultaneously.

If, in a subseguent pericd, the amount of the
impairment loss decreases and the decrease can be
related objectively to an event occurring after the
impairment was recognlsed (such as an Improvement
in the debior's credit rating), the reversal of the
previously recognised impairment loss is recognised n
profit orloss.

{f) Trade receivables
(v} Impairment Trade receivables are amounts due from customers for
The Company assesses at the end of each reporting merchandise sold in the ordinary course of business. If
period whether there is objective evidence that a eollection is expected in one year or less (or in the
financial asset or oroup of financial assets is normal operating cycle of the business if longer), they
irrpaiied, A Rinancial ssset of 4. .gioup of fivanc are a classified as current assets. |f not, they are
. . presented as non-cumrent assets.
assetslsimpaired and impairment losses are incurred
only If occurred after the Initial recognition of the Trade receivables are recognised initially at fair value
asset (a 'loss event') and that loss event {or events) and subsequently measured at amortised cost using
has an impact on the estimated future cash flows of the effective interest method less provision for
the financial asset or group of financial assets that impairment (notee).
canbereliably estimated.
(g) Cash and cash eguivalents

Cash and cash equivalents includes cash in hand,
Evidence of impairment may include indications that deposits held at call with banks, other short term
the debtors or a group of debtors is experiencing highly liquid Investments with original maturities of
significant financial difficulty, default or delinquency three menths oriess and bank overdrafts,
Ininterest or principal payments, the probability that
they will enter bankruptcy or other financial (h) Stated capital
reorganisation, and where ohservable data indicate Ordinary shares are classified as 'stated capital' in
that there is a measurable decrease in the estimated SRty
future cash flows, such as changes in arrears or i Current and defarred Income tax

economicconditions that correlate with defaults.

For loans and receivahles categaory, the amount of the
loss [s measured as the difference between the asset's
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial
asset's original effectiveinterest rate.

The carrying amount of the asset is reduced and the
amount of the loss is recognised in profit or loss. If a
loan has a variable interest rate, the discount rate for
measuring any impairment loss is the current effective

interest rate determined under the contract.

The tax expense for the period comprises current and
deferred income tax. Tax |s recognised In the profit or
loss, except to the extent that it relates to [tems
recognised in other comprehensive income ar directly in
equity. In this case, the tax is also recognised in other
comprehensive income ordirectly in equity, respectively.

Current income tax

Current tax assets and liabllities for the current and prior
periods are measured at the amount expected to be
recovered from or paid to the taxation authorities, The
tax rate and tax laws used to compute the amount are
those enacted or substantively enacted by the
statementof financial position date.



FAN MILK LIMITED ANNUAL REPDRT & 4CC0

Accounting Policies e

VYearended December 31, 2012

Deferred income tax

Deferred income tax is recognised wsing the liability
method on all temporary differences arlsing between
the tax bases of assets and liahilities and their carrying
amaunts for financial reporting purposes. Deferred tax
liabilities are recognised for all taxable temporary
differences, except where the deferred tax liabllity arises
from the initial recognition of goodwilll or of an assetor
[lability In a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nortaxable profitorloss.

Deferred Income tax is determined using tax rates and
laws that have been enacted or substantively enacted at
yearend,

Deferred income tax assets are recognised for all
deductible temporary differences, carry-forward of
unused tax credits and unused tax losses, only to the
extent that it is probable that taxable profit will be
available against which the deductible remporary
differences, and the carry-forward of unused tax credits
and unused tax losses can be utilised. However, deferred
tax assets is not accounted for if it relates to deductible
temporary differences arising from the initial
recognition of an assetor liability in a transaction that is
not 2 business combination and, at the time of the
transaction, affects neither the accounting nor taxable
profitorloss,

The Company shall offset deferred tax assets and
deferred tax liability only when the Company has a
legally enforceable right to set off current tax assets
against current tax liahility and the deferred tax assets
and the deferred tax liabilities relates to income tax
levied by the same tax authority on the same taxable
entity,

] Trade payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are
classified as current fiabilities if payment is due within
one year or less (or in the normal operating cycle of the
business if longer). If not. they are presented as non-
current liabiiities,

{i)

{ii}

(m)

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effectiveinterest method.

Dividends

Dividends on ordinary shares are charged to eguity in
the peried in which they are approved by the
Company's shareholders.

Revenue recognition

Revenue js measured at the fair value of the
consideration received or recejvable for the sale of
goods supplied in the ordinary course of the Company's
activities, Revenue is shown net of value-added tax
(WAT), returns and discounts.

The Company recognises revenue when the amount of
revenue can be rellably measured, it is probable that
future economic benefits will fiow to the Company and
when specific criteria have been met for each of the
Company's activities as described below.

Revenue is recognised as follows:

Sales of goods are recognised in the period in which the
Company has delivered products to the customer, the
customer has full discretion over the channel and price
to sell the products, and there is no unfulfilled
obligation that could affect the customers acceptance
of the products. Delivery does not occur until the
products have been accepted by the customer
Accumulated experience is used to estimate and
provide for discounts and returns. The  volume
discounts are assessed based on anticipated annual
purchases,

Interest Income is recognised on a time proportion
basis using the effective interest methaod.

Employee benefits
Pensianabligation
The Company operates a defined contribution
pension plan (provident fund). A defined
contribution plan is a pension plan under which the
Company pays fixed contributions into a separate




FAN MILK LIMITED ANNUAL REPGRT B A

Accounting Policies cones anlls

ear ended December 31, 2012

entity, The Company has no legal or constructive (p) Earnings pershare
obligations to pay further contributions if the fund Basit earnings per share are calculated by dividing the
does not hold sufficient assets ta pay all employees profit attributable to equity holders of the company
the benefits relating to employee service. The by the weighted average number of ordinary shares in
contributions are recognised as employee benefit issue during the year.
expense when they are due.
{q) Events after reporting date
(n) Provisions Events subsequent tothe reparting date are reflected
Provisions are recognised when: the Company has a only to the extent that they relate directly to the
present legal or constructive obligation as a result of financial statements and the effectis materal,
past events; it is probable that an outflow of
resources will be required to settle the obligation; and (r) Contingentllabilities
Hiamaynthasneen rellalyestimated. Contingent liabilities are potential liahilities that
arise from past events, the existence of which will be
Provisiens are measured at the present value of the canifiimed only on the ceclifente:oF nan-oczunance
expenditures expected to be required to settle the e T ——
SEHEicg e prestine ra‘te At A wholly within the control of the Company. Provisions
market assessments of the time value of money and S lablitttis erarescidied whin  loss e chraddarai
the risks specific to the obligation, Theincreasein the .
provision due to passage of time is recognised as prouakle . Can 06 reaemtiy E?tlrmated. The
ek diansa: determination of whether or not a provision should be
recorded for any potential liabllities is based on
(o) Foreign currancy transiation management's judgement.
(a) Functional and presentation currency
Iltems |ncluded in the financial statements are (=) Segmentreporting

measured using the currency of the primary economic
environment in which the entity operates ('the
functiona! currency'). The financial statements are
presented in Ghana Cedi ("CHS"} which is the
Company's functional currency.

(b) Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchanege rates
prevailing at the dates of the transactlons. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of manetary
assets and liabilities denominated in foreign
currencies are recognised in profitorloss.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are
presented in profit or loss within *finance income or
cost'. All other forelgn exchange gains and losses are
presented in profit or loss within 'other income or
Bxpenses'.

Operating segments are reported in a manner
consistent with the internal reporting provided to the
chief operating decision-maker. The chief operating
decision-maker is responsible for the allocation of
resources and assessing the performance of the
operation segments.
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FAN MILK LIMITED ANNLUAL REDOF

Notes to Financial Statements %

Yiar ended Decarmber 31, 2012,

{4l amaunts in the nates are shown in thousands of Ghana cedfs unless otherwlse stoted) Mote 032 20m
3. Revenue
Gross sales 169,294 125,672
Value Added Tax 22,082 (16,352)
47212 109,280

4 (a). Expenses by nature

Raw materials and consumables used 49 441 36,3456
Employee benefit expenses 17135 12,360
Depreciation on property, plant and equipment 10 7429 5,883
Repairs and maintenance 522 4,048
Vehicle running expenses 4,880 3,902
Utilities 4,027 3,420
Insurance 394 333
5ales promotion and advertising expenses 3,51 Z,890
Selling Expenses 12,516 8,888
Technical service fees 1,840 1,364
Auditor's remuneration 52 43
Oirectors' emoiument 1,102 922
Donation 19 12
Transportation expenses 4,537 3.6494
Provision for bad debts 12 104 43
Medical expenses 768 569
Information technology expenses 156 216
Communication expenses 251 180
Security services expenses 798 727
Other expenses 852 a7

11¢|!54 85,897

Expenses by nature have been disclosed in the statement of comprehensive
income as follows:

Cost of sales 69,799 51,908
Distribution costs 33,780 25,560
Administrative expenses 11,375 8429
114,954 B5,897
(b). Employee benefit expense
Wages, salaries and allowances 15,611 11,084
Social security costs 1,070 897
Pension costs 40 33
Provident fund costs 414 __ 345
17135 12,360

Total number of staff employed by the Company by the end of the year was 444 (2071:457),

5 Other income
Profit on disposal of property, plant and equipment 10 198 155
Sale of empty bags and scraps 155 91
Provident fund refund - 4
Rent income g3 79
Bad debts recovered - 21
446 350




FAN MILK LIMITED ANNUAL REPDRT & A

CCOUNTS 2002

Notes to Financial Statements ..

Yaar ended December 31, 2012

(All amountsin the notesare shawn in thausends of Chong cedis unless otherwise stoted) Mate 2012 20m
6. Financeincome
Exchange g2in on cash and cash equivalents 150 -
Interest income on fixed deposit and call accounts with banks 3,917 __ 1,680
4,067 1,680
7. Finance costs
Interest payable on agents savings m 175
Exchanee loss on cash and cash eguivalents 13 :
Finance costs on staff loans 5 (13)
329 162
B, lncome tax expense
Current income tax iB 8,404 5,343
Deferred income tax 16 840 1,089
3244 o2,
The tax charge for the year can be reconciled to the profit per the statement of
comprehensive income as follows:
Profit before tax 36,442 25,251
Tax charged at 25% (2071: 25%) 8M 6,313
Expenses not deductible In determinine taxable profit 116 B1
Other differences 17 38
9,244 5432
9. Earnings per share
Profit for the year 27,198 18,819
Mumber of ordinary shares autstanding 116,207,288 116,207,288
Basic and diluted earnings per share (GHS) 0.23 0.16

There are no share options, potential rights issues, hence diluted earnings per share are the same as basic earnings per share,
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Year ended December 31, 2012,

FAM MILK LIMITED aNNUAL REPOR

(Al pmounts in the notes are shown in thousands of Ghana cedis unless atherwise stoted)

10. Property, Plant and Equipment

Plant,
Lease- Motor Machinery Capital
hold land  Buildings Vehicles and Others W.LP Total
At January 1, 2012
Cost 2,320 6,756 18,9313 39143 4218 T.,350
Arcumulated depreciation (374) {2,319} (7400) (i7486) - {27.578)
Net book value 1,946 4,437 1,513 21,657 4,218 43,7
Yearended December 31, 2012
Opening net book amount 1,945 4,437 1,513 21,657 4,218 43,771
Additions 12 270 1172 6.976 74392 15,922
Transfer - = 3,685 (3,685) :
Disposals - (2) (202) (158) - {360)
Depreclation charge (64) (=39) (2,242) {4.524) = (7423)
Closing net book amount 1.894 4,106 10,241 27638 B.025 £1,904
At December 31, 2012
Cost 2,332 7,024 19,526 49 837 8,025 85434
Accumulated Depreciation _ (a38) _(2918) {9,285) (21,885) 5 {(34,530)
Net book value 1,894 4,106 10,241 27,638 B,025 51,904
At January 1, 20M
Cost 1,9M 4,806 13,852 27798 3,217 51584
Accumulated Depreciation (319) {1,846) (5,708) (14.183) - (22,054)
Net book value 1,592 2,960 8,146 13,615 3,217 29,530
Year ended Decemnber 31, 2011
Opening net book amount 1.592 2.960 846 13,615 3.217 259,530
Additions 409 1,346 544 9,314 3,646 20,178
Transfer 604 - 2,081 (2,635) -
Disposals - - (53) {1 . {54)
Depreciation charge (55) {473} (1,994) {3,361) (5.883)
Closing net book amount 1,946 4,437 1,513 21,657 4,218 43,71
At December 31, 201
Cost 2,320 6,756 18,513 35143 4,218 71,350
Accumulated depreciation (374) (2,319) (7.400) {17.488) (27.579)
Net book value 1,946 4,437 1,513 21,657 4,218 43,771
2012 20m
Profit on disposal of property, plant and equipment
Cost of assets 838 412
Arcurmulated depreciation (478) (358)
Net book value 360 54
Sales proceeds (s558) (203)
Profit on disposal (198) (155)
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Notes to Financial Statements .

Year ended December 31, 2012

Al amaunts in the notes ore shawn in thousands of Chono cedis unless atherwise stated) 2012 20m
11. Inventories
Raw materials B,T14 5,858
Finished goods 1,940 1,586
Woark in progress - 42
Goods in transit 4,69 5,010
Consumables / spare parts 295 183
15,640 12,679
During the year the cost of inventories charged to the statement of
comprehensive income amounted to GHS 49.4 million (2071: GHS 36.3 milllon).
12. Trade and other receivables
Trade receivables 2,215 1,687
Less: Provision for Impairment losses (539) (494)
Trade receivables - net 1,676 1,193
Amounts due from related parties 2 - 32
Other recelvables 2,19 700
Amounts due from staff 184 287
Prepayments 29 29
4,080 2,215
The maximum amount of staff indebtedness during the year did not
exceed GHS 0.3 million (2011: GHS 0.4 million).
Amounts due from staff are recoverable as follows:
Not later than 1year 138 2m
Later than 1 year and not later than 5 years 33 102
FE] 303
Future finance costs (a7 (a2)
Present value of amounts due from staff 164 261
The present value of the amounts due from staff is split as follows:
Mot later than 1 year 161 181
Later than 1year and not Iater than 5 years 23 80
184 261

The falr value of amounts due from staff is based on cash flows discounted using a rate based on a borrowing rate of 23.12%
per annum (2071: 11.3% per annum). The discount rate equals base rate minus appropriate credit rating from SG-5SB Limited

{one of the company's bankers).

The directors consider that the carrying amount of trade and other receivables approximates to their fair value.
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Movement on the provision for impairment of trade receivables is as follows:
At 7 January 494 489
Bad debts written off (59) (18)
435 457
Provision charged to income statement 104 43
At 31 December 539 494
13. Cash and cash equivalents
Cash and cash equivalents comprise cash held and short term bank deposits with
an original maturity of three months or less. For the purpose of the statement of
cash flaws, the year end cash and cash equivalents comprise the following:
Cashin hand and at bank 21,506 11,180
Short term bank deposit 2,423 13,236
Cash and cash equivalents 24,929 24476
14. Stated capital
No. of shares Proceeds Mo. of shares Proceeds
2012 2012 2m 20m
Authorised
Ordinary shares of no par value 200,000,000 200,000,000
Issued
For cash consideration 19,784,548 19 19,784,548 18
For bonus 98,922,740 4,000 88,522,740 4,000
Capitalisation of surplus - 5,981 - 5.981
118,707,288 10,000 118,707 288 10,000

The company in February 201, purchased 2.5 million of its shares which are currently in treasury.
There is no unpald liability on shares. There are no calls or instalments unpaid.
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15. Income surplus account
At beginning of the year 52,372 42126
Met profit for the year 27,198 18,819
Purchase of own shares - (6,244)
Dividend declared and approved (27,889) {2,324)
At end of the year 51,681 52,372
16. Deferred income tax
Deferred tax is calculated in full on temporary differences under the liability
method using the enacted income tax rate of 25% (2071: 25%). The charge
for the year relates to accelerated tax allowances on property, plant and
equipment. The movement in deferred income tax Is as follows:
At January 1 2,824 1,735
Charged to income statement 840 1,089
At December 3 3,664 2,824
17. Trade and other payables
Trade payabies 5,193 4,751
Amounts due to related parties 6468 6,053
Other payables 8,481 6,161
Accrued expenses 447 417
21,595 17,382
The carrying amounts of the above trade and other payables approximate
their fair values.
18, Current income tax
At January 1 103 162
Charged to income statement 8,404 5,343
Payments (8,196) (5,402)
At December 31 an 103
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19, Dividend payable

Note 2012 201
At january 1 400 337
Dividend declared and approved 4,648 2,324
Interim dividend declared 23,241 -
Dividend paid (18,987) (2.267)
At December 31 9,302 400

Payment of dividend Is subject to the deduction of withhalding taxes

at final tax rate of 8%. A final dividend per share of GHL0.06 has been proposed
for approval at the next Annual General Meeting (not recognised as a liability as
at December 31, 2012) amounting to GHEE.972 million.

20. (Cash generated from operations

Reconclliation of net profit before tax to cash generated from operations:

Profit before tax 36,442 25,251
Oepreciation 10 7429 5,883
Interest expense 7 n 175
Interest income & {3,917) (1.680)
Increase in inventories (2,967) (2.940)
Increase/decrease in trade and other recelvables (1,885) 756
Increase in trade and other payables 4,213 335
Profit on disposal of plant and equipment 10 (198) - {‘IE}_
Cash generated from operations 39,454 30,641




FAN MILK LIMITED ANNUAL REPORT & ACCODLIMNTS 20017

Notes to Financial Statements . %

‘Vear ended December 31, 2072,

{All amounts in the notes are shown In thousands of Ghona cedis unless atherwise stated)

21. Related party disclosures

The company has a related party relationship with a major shareholder and with its directors. The major shareholder, Fan
Milk International A/S owns 56.64% shares in Fan Milk Limited. Emidan A/S, Fan Milk Togo, Fan Milk Cote O'lvaire and

Fan Mille Nigeria are subsidiaries of Fan Milk Internaticnal &/S and are therefore entities related through commaon
control

In the normal course of business, the company entered into the following transactions with related parties:

2012 20m

(i) Purchase of goods

Emidan A/S 41,158 33,916

Fan Milk Togo - 166
{il) Sale of assets

Fan Milk Nigeria 54 -

Fan Milk Cote D'lvoire 85 -
(i) Technical assistance fees

Fan Milk International 1,840 1364

(iv) Amount due from related parties
Fan Milk Nigeria -
Fan Milk Cote D'lvoire —
Emidan A/S (current account) -

(v) Amount due to related parties

Emidan AfS 5,530 5,629
Fan Milk Togo 13 n
Fan Milk International 923 413
Emidan A/S (current account) z -

6,468 5,053

Transactions with key management personnel
Key management parsonnel are considered to be the directors.

Remuneration
Executive director (Short - term benefits) 631 —4E7
Mon-executive directors (Shart - term benefits) 523 4G5

Key management personnel have no post-employment benefits.
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Contingent liabilities

The company has contingent liabillties in respect of legal
claims arising In the ordinary course of business. It is not
anticipated that any material liabillties will arise from the
contingent liabilities. Material contingencies at the end of the
reporting date amounted to GHS 45,000 (2011: GHS 85,000,

Financial risk management objectives and policies

Financial risk factors

The Company's activities expose it to a variety of financial risks
market risk (including foreien exchanee risk and interest rate
risk), credit risk and liquidity risk. The Company's overall risk
management programme focuses on the unpredictahility of
financial markets and seeks to minimise the potential adverse
effects on (ts financlal performance, The Company does not
hedge any of itsriskexposures.

Risk management is carrled out by the management of the
Company under policies approved by the board of directars.

Marketrisk

Faoreign exchange risk

The Company seeks to reduce its forelgn exchange risk
exposure through a policy of matching, as far as possible,
assets and liabilities denominated in forelgn currencies.

The Company imports raw materials, spare parts and
equipment from overseas and therefare is exposed to forelgn
exchange risk arising from Euro and United States Daollar
exposures. Management s responsible for minimising the
effect of the currency exposure by helding bank accounts in
foreign currencies.

At 31 December 2012, if the currency had weakened /[
strengthened by 16% (2011: 11%) against the US dollar with all
othervariables held constant, post-tax profit for the year and
equity would have been GHS291,432 (2011: GHS243)195)
higher/lower, mainly as a result of US dollar denominated trade
payablesandcash & bankbalances.

At 31 December 2012, if the currency had weakened /
strengthened by 17% (2011: B%) against the Euro with all other
variables held constant, pest tax profit for the year and equity
would have been CHS207,745 (2011: CHS409,660)
lowerfhigher, mainly as a result of Euro denominated trade
payables and cash & bank balances.

Interest rate risk

The sensitivity analysls for interest rate risk shows how
thanges in the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market rates at

thereporting date. The Company had no significantexposure to
interest rate risk as at Decemnber 31, 2012,

Credit risk

Financlal instruments that potentially subject the Caompany to
credit risk are primarily cash and cash equivalents and accounts
receivable. Accounts receivable are mainly derived from sales
to tustomers. The Company does not have any significant
concentrations of credit risk. Management assesses the credit
quality of each customer, taking into account its financial
position, past experlence and other factors. The Company
maintains a provision for impairment of trade receivables
based upon the expected collectibility of all trade receivables.

Trade receivables consist of invoiced amounts from normal
trading activities. The Company has customers throughout
Ghana. Strict credit control is exercised through monitoring of
cash recelved from customers and, when necessary, provision is
made for specific doubtful accounts, As at December 31, 2012,
management was unaware of any significant unprovided credit
risl.
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The table below shows the maximum exposure to credit risk by class of
financial instrument;

Bank balances (excluding cash) 23,736 22,938
Trade and other recelvables (excluding prepayments) 4,051 2,186
Total credit risk exposure 27,787 25124

Agents savings amounting to GHS 2.94 million (2011: GHS 21million) are held
as collateral against trade receivables.

Melther past due nor impaired 4,051 2,1B6
Past due but not impaired - -
Past due and impaired (over 90days) 539 494
Total 4,550 2,680
Provision for impairment loss (539 {434)
MNet carrying amount 4,051 2186
Liquidity risk

The Company evaluates its ability to meet its obligations on an ongoing basis. Based on these evaluations, the
Company devises strategies to manage its liquidity risk.

Prudent liquidity risk management implies that sufficient cash is maintained and that sufficient funding is available
through an adequate amountof committed credit facilities.

The Company has no limitation placed on its borrowing capability. The facilities explring within one year are subject 1o
renewal at various dates during the subseguent year. The Company did not have any banking facility at December 31, 2012,
Unutilised facility amounting to GHS 500,000 was held at December 31, 2011,

Cashof the Company is placed in interest bearing current accounts to provide sufficient funding to meet its debt financing
plan, At the end of the reporting date, bank accounts, cash held on call and fixed deposit accounts was GHS 19.3 million
(201: GH524.4 million). Thisis expected to be sufficient formanaging liquidity risk.

Maturity analysis of financial liabilities
The table below analyses the Company's financial liabilities. All financial liabilities fall due for payment within six
months.

Trade and other payable 21,595 17,382

Price rish
The Company does not hold any financial instruments subject to price risk.

Fair values of financial assets and liabilities

The carrying amounts of all financial assets and liablilities are a reasonable approximation of their falr value, because of
their short term nature. The carrying amount of all financial assets and liabilities equals their fair value as the impact of
discounting is not significant.

(a) Trade and other receivables
The fairvalue of trade and other recelvables is estimated as the present value of future cash flows, discounted at the market
rateofinterest at the statement of financial position date.
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24. Fair values of financial assets and liabilities (continued)

{b) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, Is calculated based
on the present value of future principal and interest cash flows, discounted
at the market rate of interest at the statement of financial position date,

Financial instruments by category:
Financial assets - Loans and receivables

Trade and other receivables 3,867 1,893
Amount due from related parties " 3z
Amount due from staff 184 261
Cash and cash eguivalents 24,929 24416

28,580 26,602

Financial liabilities at amortised cost
Trade and other payables (excluding statutory liabilities) 20,038 15,01

25. Capital commitments
Capital expenditure contracted for at the statement of financial position date

but not recognised in the financial statements Is as follows:

Property, plant and equipment approved and contracted 4,673 2,825

26. Capital risk management

The Company's objectives when managing capital are to safeguard the Company's ability to continue as 3 going concernin
order to provide returns far shareholders to maximise shareholdervalue and benefits for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital,

In arder to maintain or adjust the capital structure, the Company may adjust the amount of dividends pald to sharehalders,
return capital ta shareholders, issus naw shares or sall assets to reduce debt. The Company manitors capital on the basis of
the gearing ratio. This ratio is calculated as net debt divided by total capital, Net debt is calculated as total borrowings less
cash and cash equivalents. Total capital is calculated as equity plus net debts. Mo changes were made in the objectives,

policies and processes from the previous years. The company did not have any borrowings at the end of the year (20717: Nil)
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28,

Capital risk management (Continued)

The gearing ratios at 31 December 2012 and 2011 were as follows:

Cash and cash equivalents 24,929 24,416
Total equity 61,681 62.372
Gearing ratic - =

Critical accounting estimates and assumptions

Estimates ara continually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances. Because of the inherent uncertainties in this
evaluation process, actual losses may be different fromthe originally estimated provision.

In addltion, estimates are subject to change as new information becomes avallable and changes subsequent to these
estimates may significantly affect future operating results.

Useful lives of property, plant and equipment
Critical estimates are made by directors in determining depreciation rates for property, plant and equipment, The rates
used aresetoutinnote 2{h).

Income taxes

Significant judgement is required in determining the provision for income taxes. There are many transactions and
caleulations forwhich the ultimate tax determination is uncertain during the course of business. The Company recognises
lizbllities for anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the final
outcome of these matters are different from the amounts that were initially recorded, such differences will impact the
currentincome tax and deferred income tax provisions in the period Inwhich such determination is made.

Impairment of account receivables

The Company reviews the carrying amounts of the account receivable balances to assess impairment at least on an annual
basis, In determining whether an impairment loss should be recorded in the income statement, the Company makes
judgements as to whether there is any observable data indicating that the receivable balance is impaired. This evidence
may include observable data Indicating that there has been an adverse change in the payment status of debtors.
Management uses estimates based on historical loss experience for assets with credit risk. The methodology and
assumptions used for estimating both the amount and timing of future cash flows (based on the customer's financial
situation) are reviewed regularly by Management to reduce any differences between loss estimates and actual loss
experience.

Impairment allowances are assessed when there is objective evidence to suggest that the accounts receivable balance Is
Impaired. In arder to estimate the reguired allowance, assumptions are made based on historical experience and current
economic conditions. The accuracy of the allowances depends on how well the entity estimates future cash flows.

Segment information

Management ias determined the operating segments based on the reports reviewed by the heads of department that are
used to make strategic decisions. The Companyconsiders the business fram a product perspective.

The reportable operating segments derlve their revenue from the manufacture and distribution of dairy products and
fruit drink. Management considers the products to have simlilar economic characteristics and they have therefore been
sgoresated into a single operating segmeant.
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