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FINANCIAL HIGHLIGHTS 
 
 2011 2010 %

GH¢ GH¢ Change
 

Revenue 33,864,804 28,455,287  19
Profit before income tax 3,941,981 2,459,643  60
Profit for the year  3,185,739 1,454,239  119
Shareholders’ funds 17,480,433 14,595,270  20
Capital expenditure 556,298 420,136  32
Total assets 35,336,234 26,949,894  31
  
Proposed dividend per share 
(GH¢) 

0.0080 0.0060 33

Earnings per share (GH¢) 0.0636 0.0290 119

Net assets per share (GH¢) 0.3489 0.2913 20
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REPORT OF THE DIRECTORS 
 
The directors submit their report together with the audited financial statements of Mechanical Lloyd 
Company Limited (the Company) for the year ended 31 December 2011. 
 
Statement of directors’ responsibilities 
 
The directors are responsible for the preparation of financial statements for each financial period which 
gives a true and fair view of the state of affairs of the Company and of the profit or loss and cash flows 
for that period.  In preparing these financial statements, the directors have selected suitable 
accounting policies and then applied them consistently, made judgements and estimates that are 
reasonable and prudent and followed International Financial Reporting Standards (IFRS), and 
complied with the requirements of the Companies Code, 1963 (Act 179). 
 
The directors are responsible for ensuring that the Company keeps proper accounting records that 
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 taking reasonable steps for the 
prevention and detection of fraud and other irregularities. 
 
Nature of business 
 
The Company is engaged in the distribution and marketing of motor vehicles and farm machinery and 
in the repair, servicing and maintenance of same.  The Company also builds and acquires properties 
for rental. 
    
Financial results 
 
The financial results of the Company are set out below: 

2011 2010
GH¢   GH¢

Profit before tax for the year ended 31 December is 3,941,981 2,459,643

from which is deducted income tax expense of   (756,242)  (1,005,404)

giving profit for the year 3,185,739 1,454,239 

to which is added balance brought forward on  
income surplus account of  6,842,057 5,613,250 

giving a balance of 10,027,796 7,067,489

from which is deducted dividend paid of    (300,576)  (225,432)

leaving a balance carried forward on  
income surplus account of   9,727,220 6,842,057 
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REPORT OF THE DIRECTORS (continued) 
 
The Company’s equity attributable to owners increased from GH¢14.5 million as at 1 January 2011 to 
GH¢17.5 million at 31 December 2011. 
 
Dividend 
 
The directors will recommend the payment of a dividend for the year ended 31 December 2011 of 
GH¢0.0080 per share amounting to GH¢400,767 (2010: GH¢0.0060 per share amounting to 
GH¢300,576) at the next annual general meeting.  Dividend per share of GH¢0.0060 amounting to 
GH¢300,576, which was approved at the 2010 Annual General Meeting, was paid during the year. 
 
Directors and their interests 
 
The present membership of the Board is set out on page 2.  All directors served throughout the year 
except for Kofi Asamoah who was appointed on 1 February 2011.   
 
The directors’ interests in the ordinary shares of the Company at 31 December 2011 were as follows: 
 
Name 
  

No. of shares

Mr. T.R.K. Darko 12,077,202
Mr. C.S. Aidoo 458,000
Mr. A. Lawson 75,000
Mr. C.B.K. Zwennes(jointly with Mrs. Jacqueline Zwennes) 53,557
Mr. N.K. Bulley 33,376
Mr. Yaw Assah-Sam 21,500
Mr. N.K. Bulley(jointly with Mrs. Agnes Bulley) 20,600
 
Directors' interests in contracts 
 
The directors have no material interest in contracts entered into by the Company. 
 
Auditor 
 
The auditor, PricewaterhouseCoopers, has expressed willingness to continue in office in accordance 
with Section 134(5) of the Companies Code, 1963 (Act 179). 
 
 
 
By order of the board 
 
 
 
Name of Director:    Name of Director: 
 
 
 
Signature:     Signature: 
 
 
Date:       
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CORPORATE GOVERNANCE REPORT 
 
Introduction 
 
Mechanical Lloyd Company Limited (‘the Company’) recognises the importance of good corporate 
governance as a means of sustained long-term viability of the business and therefore always seeks to 
align the attainment of the business objectives with good corporate behaviour. 
 
In line with our corporate vision, values and business principles, the Company’s vision is to be first or 
among the first in its field.  Planning takes place and resources are allocated towards achievement of 
accountability and reporting standards. The business adopts standard accounting practices and 
ensures sound internal control to facilitate transparency in the disclosure of information and to give 
assurance to the reliability of the financial statements. 
 
Board of directors 
 
The responsibility of good corporate governance is placed in the hands of the Board of Directors and 
the Management Team. The board comprises seven directors. The directors are knowledgeable 
individuals with experience in the auto industry as well as in their fields of discipline. 
 
The Audit Committee 
 
The Audit Committee is made up of four non-executive directors, all of whom have a strong 
background in business and finance.  The committee is charged to meet on a quarterly basis to review 
both the operational and financial performance of the Company. It reviews the company’s risk, 
management practices, compliance with policies, applicable laws and regulations, and assesses the 
adequacy of systems of internal control in the Company. 
 
Systems of internal control 
 
The Company is continuously enhancing its comprehensive risk and control review. This is aimed at 
both improving the mechanism for identifying and monitoring risk as well as appraising the systems of 
internal control. 
 
The Company has systems for identifying, managing and monitoring risks. The systems of internal 
control are implemented and monitored by appropriately trained personnel, suitably segregated as to 
authority, duties and reporting lines. 
 
Code of business ethics 
 
The Company continues to reinforce communication on a regular basis together with the development 
and application of complementary procedures so as to eliminate the potential for corrupt and illegal 
practices on the part of employees and contractors. 
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REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of Mechanical Lloyd Company Limited set 
out on pages 8 to 36.  These financial statements comprise the statement of financial position as at 
31 December 2011, statement of comprehensive income, statement of changes in equity and 
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 requirements of 
the Companies Code, 1963 (Act 179) and for such internal control, as the directors determine is 
necessary to enable the preparation of financial statements that are free from material 
misstatements, whether due to fraud or error. 
 
Auditor’s responsibility 

Our responsibility is to express an opinion on the financial statements based on our audit. We 
conducted our audit in accordance 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 or 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 control. 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 overall 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 Mechanical Lloyd Company Limited as at 31 December 2011, 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 Code, 1963 (Act 179). 
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(continued) 
  
REPORT ON OTHER LEGAL REQUIREMENTS 
 
The Companies Code, 1963 (Act 179) requires that in carrying out our audit we consider and 
report on the following matters.  We confirm that: 
 
i) we have obtained all the information and explanations which to the best of our knowledge 

and belief were necessary for the purposes of our audit; 

ii) in our opinion, proper books of account have been kept by the Company, so far as 
appears from our examination of those books; and 

iii) the Company’s balance sheet (statement of financial position) and profit and loss account 
as included in the statement of comprehensive income of the Company are in agreement 
with the books of account. 

 
 
 
 
 
 
 
Chartered Accountants 
Accra, Ghana 
5 April 2012 
Oseini Amui (100844) 
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STATEMENT OF COMPREHENSIVE INCOME 
(All amounts are expressed in Ghana cedis) 
 
                                                                                     Year ended 31 December 

Note 2011 2010

Revenue  4 33,864,804 28,455,287 

Cost of sales 5       (26,837,628) (22,813,828)

Gross profit        7,027,176 5,641,459 

Operating costs 6                (5,883,508) (4,816,246)

Other  income 7   2,835,412   1,975,425 

Operating profit        3,979,080 2,800,638

Finance income 8(a) 86,356 181,876
Finance costs 8(b)     (123,455)    (522,871)

Profit before income tax 3,941,981 2,459,643 

Income tax expense 16   (756,242)  (1,005,404)

Profit for the year 3,185,739 1,454,239 

Other comprehensive income                  -                   -

Total comprehensive income for the year  3,185,739   1,454,239 

Earnings per share

Basic and diluted earnings per share 21       0.0636        0.0290

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The notes on page 12 to 36 are an integral part of these financial statements
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STATEMENT OF FINANCIAL POSITION 
(All amounts are expressed in Ghana cedis) 
                                               At 31 December 
 Note 2011 2010
ASSETS  
Non-current assets  
Property, plant and equipment 10 8,328,773 8,345,674 
Other prepayments 11 674,631 420,000 
Investment properties 12  9,152,100   6,681,400 

 18,155,504 15,447,074 
Current assets 
Inventories 13 8,877,280 6,691,146 
Trade and other receivables 14 6,468,679 3,757,119 
Current income tax 15(a) - 152,512 
Cash and cash equivalents (excluding bank 
overdrafts) 
 

         25 
 

  1,834,771 
 

     902,043 
 

 17,180,730  11,502,820 
 
Total assets 35,336,234 26,949,894 
 
EQUITY AND LIABILITIES 
 
Equity  
Stated capital 20 2,771,486 2,771,486 
Revaluation surplus account 22 4,981,727 4,981,727 
Income surplus account 23   9,727,220   6,842,057 
 
Total equity 17,480,433 14,595,270 
 
LIABILITIES 
Non-current liabilities 
Borrowings 19 - 1,416,722 
Deferred income tax     15(b) 2,416,011 2,048,753 

 2,416,011 3,465,475 
Current liabilities 
Trade and other payables 18 13,641,382 8,025,553
Current income tax 15(a) 5,194 -
Borrowings 19  1,793,214      863,596 

 15,439,790   8,889,149 

Total Liabilities 17,855,801 12,354,624 

Total equity and liabilities 35,336,234 26,949,894 
 
The notes on page 12 to 36 are an integral part of these financial statements. 
 
The financial statements on pages 8 to 36 were approved for issue by the Board of Directors on 
…………...................…................…. 2012 and signed on its behalf by: 
 
 
Name of Director:    Name of Director: 
 
Signature:     Signature: 
` 
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STATEMENT OF CHANGES IN EQUITY 
(All amounts are expressed in Ghana cedis) 
 

Revaluation Income 
Stated surplus surplus 
capital account account Total

Year ended 31 December 2011 

At  1 January 2011 2,771,486 4,981,727 6,842,057 14,595,270 
Comprehensive income: 
Profit for the year                   - - 3,185,739 3,185,739
Other comprehensive income               -                 -                -               -
Total comprehensive income               -                 - 3,185,739  3,185,739
Transaction with owners 

Dividend declared for 2010               -                 -  (300,576)   (300,576)

At  31 December 2011 2,771,486 4,981,727 9,727,220 17,480,433

Year ended 31 December 2010 

At  1 January 2010 2,771,486 4,981,727 5,613,250   13,366,463 
Comprehensive income: 
Profit for the year                   - - 1,454,239 1,454,239
Other comprehensive income               -                -                -                 -

Total comprehensive income               -                - 1,454,239   1,454,239

Transaction with owners 

Dividend declared for 2009               -                -  (225,432)    (225,432)

At  31 December 2010 2,771,486 4,981,727 6,842,057 14,595,270

 
 
 
 
 
 
 
 
The notes on page 12 to 36 are an integral part of these financial statements 
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STATEMENT OF CASH FLOWS 
(All amounts are expressed in Ghana cedis) 
       Year ended 31 December 

Note 2011 2010
Cash flows from operating activities 
Cash generated from operations 24 2,641,657 2,944,350
Interest received    8(a)      86,356 181,876
Interest paid    8(b) (123,455)          (522,871)
Income tax paid 15(a)  (231,278) (160,000)

Net cash generated from operating activities 2,373,280 2,443,355 
 
Cash flows from investing activities 

Purchase of property, plant and equipment 10 (556,298) 
 

(420,136)
Prepayment for land 11 (254,631) -
Proceeds from disposal of property, plant and 
equipment 10    159,923     128,323 

Net cash used in investing activities  (651,006)  (291,813)

Cash flows from financing activities 
Repayment of loans 19 (2,004,840) (2,638,573)
Dividend paid 17 (300,576)   (225,432)

Net cash used in financing activities (2,305,416)  (2,864,005)
 
Net decrease in cash and cash equivalents   (583,142)   (712,463)
 
Movement in cash and cash equivalents 
At start of year 624,699 1,337,162 
Decrease during the year  (583,142)          (712,463)

At end of year 25      41,557      624,699 
 
 
 

 

 

 

 

 

 

 
The notes on page 12 to 36 are an integral part of these financial statements 
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NOTES 
1. General information     

Mechanical Lloyd Company Limited is a company incorporated and domiciled in Ghana under the 
Companies Code, 1963 (Act 179) and listed on the Ghana Stock Exchange. The address of its 
registered office is:  
 
No. 2 Adjuma Crescent 
Ring Road West  
South Industrial Area 
P O Box 2086 
Accra 
 

2. Summary of significant accounting policies 
The principal accounting policies adopted in the preparation of these financial statements are set out 
below.  These policies have been consistently applied to all years presented, unless otherwise stated. 
 

2.1 Basis of preparation 

 The financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”).  The measurement basis applied is the historical cost basis, except for land 
and buildings which have been measured at fair value and investment properties which is 
measured at fair value.  The financial statements are presented in Ghana cedis. 
 
The preparation of financial statements in conformity with IFRS requires the use of certain critical 
accounting estimates.  It also requires management to exercise its judgement in the process of 
applying the Company’s accounting policies.  The areas involving a higher degree of judgement or 
complexity, or where assumptions and estimates are significant to the financial statements, are 
disclosed in Note 3. 
 

2.1.1 Changes in accounting policy and disclosures 

(i)  New and amended standards adopted by the Company 

           The amendments to existing standards below are relevant to the Company’s operations. 
 

Standard Title Applicable for financial 
years beginning on or 
after 

IAS 1 Presentation of financial statements 1 January 2011 
IAS 24 Related party disclosures 1 January 2011 
IFRS 7 Financial instruments: Disclosures 1 January 2011 

 
•   The amendment to IAS 1, ‘Presentation of financial statements’ is part of the 2010 Annual 

Improvements and clarifies that an entity shall present an analysis of other comprehensive 
income for each component of equity, either in the statement of changes in equity or in the 
notes to the financial statements. The application of this amendment has no significant 
impact on the Company in the current financial year. 
 

•   The amendment to IAS 24, ‘Related party disclosures’ clarifies and simplifies the definition of 
a related party and removes the requirement for government-related entities to disclose 
details of all transactions with the government and other government-related entities. The 
amended definition means that some entities will be required to make additional disclosures, 
e.g., an entity that is controlled by an individual that is part of the key management personnel 
of another entity is now required to disclose transactions with that second entity. The 
amended standard currently has no impact on the Company’s financial statements. 
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NOTES (continued) 
 

2. Summary of significant accounting policies (continued) 
 
2.1.1 Changes in accounting policy and disclosures (continued) 
 

(i)  New and amended standards adopted by the Company (continued) 

 The amendments to IFRS 7, ‘Financial Instruments - Disclosures’ are part of the 2010 
Annual Improvements and emphasises the interaction between quantitative and qualitative 
disclosures about the nature and extent of risks associated with financial instruments. The 
amendment has also removed the requirement to disclose the following: 
 

 Maximum exposure to credit risk if the carrying amount best represents the maximum 
exposure to credit risk; 

 Fair value of collaterals; and 
 Renegotiated assets that would otherwise be past due but not impaired. 

 
The application of the above amendment has simplified financial risk disclosures made by 
the Company. 
 

Other amendments and interpretations to standards became mandatory for the year beginning 1 
January 2011 but had no significant effect on the Company’s financial statements 

 
(ii) Standards, amendments and interpretations to existing standards that are not yet effective and 
have not been early adopted by the Company 

 
Numerous new standards, amendments and interpretations to existing standards have been 
issued but are not yet effective. Below is the list of new standards that are likely to be relevant to 
the Company. However, the directors are yet to assess the impact on the Company’s 
operations. 

 
Standard Title Applicable for financial years 

beginning on/after 
 

IFRS 13 Fair value measurement 1 January 2013 
IFRS 9 Financial instruments 1 January 2015 
IAS 12 Income taxes 1 January 2012 
 
•   IFRS 9, ‘Financial instruments’  

 

IFRS 9, was issued in November 2009 and October 2010 and replaces those parts of IAS 39 
relating to the classification and measurement of financial instruments.   
 
IFRS 9 requires financial assets to be classified into two measurement categories: those 
measured as at fair value and those measured at amortised cost. The determination is made at 
initial recognition. The classification depends on the entity’s business model for managing its 
financial instruments and the contractual cash flow characteristics of the instrument.  
 
For financial liabilities, the standard retains most of the IAS 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 
in profit or loss, unless this creates an accounting mismatch. The Company is yet to assess the 
full impact of IFRS 9. 
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NOTES (continued) 
 

2. Summary of significant accounting policies (continued) 
         

2.1.1 Changes in accounting policy and disclosures (continued) 
 

(ii) Standards, amendments and interpretations to existing standards that are not yet effective and 
have not been early adopted by the Company (continued) 

 
•     IFRS 13, ‘Fair value measurement’ 
 
IFRS 13 aims to improve consistency and reduce complexity by providing a precise definition of 
fair value and a single source of fair value measurement and disclosure requirements for use 
across all IFRSs.  The requirements, which are largely aligned between IFRS and US GAAP, 
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 IFRS.  The Company is 
yet to assess the full impact of IFRS 13.    
 
•   IAS 12, ‘Income taxes’  

 
Amendment to IAS 12, ‘Income taxes’, on deferred tax currently requires an entity to measure 
the deferred tax relating to an asset depending on whether the entity expects to recover the 
carrying amount of the asset through use or sale. It can be difficult and subjective to assess 
whether recovery will be through use or through sale when the asset is measured using the fair 
value model in IAS 40, ‘Investment property’.  
 
This amendment therefore introduces an exception to the existing principle for the 
measurement of deferred tax assets or liabilities arising on investment property measured at 
fair value. As a result of the amendments, SIC 21, ‘Income taxes - recovery of revalued non-
depreciable assets’, will no longer apply to investment properties carried at fair value. The 
amendments also incorporate into IAS 12 the remaining guidance previously contained in SIC 
21, which is withdrawn. The Company is yet to assess IAS 12’s full impact. 
 
There are no other IFRSs or IFRIC interpretations that are not yet effective that would be 
expected to have a material impact on the Company. 

 
    2.2 Revenue recognition 
 

Revenue comprises the fair value of the consideration received or receivable for the sale of goods 
and services in the ordinary course of the Company’s activities.  Revenue is shown net of value-
added tax (VAT), rebates and discounts.   
 
The Company recognises revenue when the amount of revenue can be reliably measured, it is 
probable that future economic benefits will flow 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: 
 
(i)   Sales of vehicles and parts 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.   
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NOTES (continued) 
 

2 Summary of significant accounting policies (continued) 
 

2.2 Revenue recognition (continued)
 

 

 

 

 

 

 

 

2.3 

Accumulated experience is used to estimate and provide for discounts and returns.  The volume 
discounts are assessed based on anticipated annual purchases.   
 
No element of financing is deemed present as the sales are made with a credit term of 30 days, 
which is consistent with the market practice. The Company does not operate any loyalty programmes.
 
(ii)  Service revenues are recognised in the period in which the services are rendered.  

(iii)  Interest income is recognised on a time proportion basis using the effective interest method. 

(iv) Rental income is recognised on a straight line basis over the period over the lease period. 

  
Foreign currency translation  
 
(a) Functional and presentation currency 

Items included in the financial statements are measured using the currency of the primary economic 
environment in which the entity operates (‘the functional currency’). The financial statements are 
presented in Ghana cedi which is the Company’s functional currency. 
 
(b) Transactions and balances 

Foreign currency transactions are translated into the functional currency using the exchange rates 
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the 
settlement of such transactions and from the translation at year-end exchange rates of monetary 
assets and liabilities denominated in foreign currencies are recognised in profit or loss. 
 
Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are 
presented in the profit or loss within ‘finance income or cost’. All other foreign exchange gains and 
losses are presented in profit or loss within ‘other income’ or ‘other expenses’. 

 
2.4   Property, plant and equipment 

Land and buildings are shown at fair value, based on periodic valuations by external independent 
valuers, less subsequent depreciation for buildings. Valuation is performed with sufficient 
regularity to ensure that the fair value of a revalued asset does not differ materially from its 
carrying amount. Land is not depreciated (unless it is leasehold).  Any accumulated depreciation 
at the date of the revaluation is eliminated against the gross carrying amount of the assets, and 
the net amount is restated to the revalued amount of the asset. All other property, plant and 
equipment are stated at historical cost less accumulated depreciation and any accumulated 
impairment loss. Historical cost includes the expenditure that is directly attributable to the 
acquisition of the items.  
 
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 economic benefits associated with the item 
can be measured reliably. The carrying amount of the replaced part is derecognised. All other 
repairs and maintenance are charged to profit or loss during the financial period in which they are 
incurred.  
 
Assets in the course of construction are carried at cost less any recognised impairment loss. Cost 
includes professional fees and other directly attributable costs.  
 
Increases in the carrying amount arising on revaluation of land and buildings are credited to other 
comprehensive income and show as a revaluation surplus account in equity.  Decreases that 
offset previous increases of the same asset are charged in other comprehensive income and 
debited against the revaluation surplus account.  All other decreases are charged to profit or loss. 
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NOTES (continued) 
 

2. Summary of significant accounting policies (continued) 
 
2.4   Property, plant and equipment (continued) 

 
Depreciation on other assets is calculated using the straight-line method to allocate their cost or 
revalued amounts to their residual values over their estimated useful lives, as follows: 
 
Leasehold land 50 years
Buildings 25-40 years
Plant and machinery 10 years
Furniture and equipment 10 years
Computers 3 years
Motor vehicles 5-7 years
 
Depreciation commences when the assets are ready for their intended use.  
  
The assets’ residual values and useful lives are reviewed, and adjusted if appropriate at each 
reporting date. An 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. 
 
Gains and losses on disposals are determined by comparing the proceeds with the carrying 
amount and are recognised within other income in profit or loss. 
 
When revalued assets are sold, the amounts included in the revaluation surplus account are 
transferred to the income surplus account. 
 

2.5  Impairment of non-financial assets  
At each reporting date, the Company reviews the carrying amounts of its tangible and intangible 
assets to determine whether there is any indication that those assets have suffered an 
impairment loss.  If any such indication exists, the recoverable amount of the asset is estimated 
in order to determine the extent of the impairment loss (if any). 
 
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 (CGU) to which the 
asset belongs. 
 
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 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 carrying amount of the asset (or CGU) is reduced to its recoverable amount.  An 
impairment loss is recognised as an expense immediately. Non-financial assets that suffered 
impairment are reviewed for possible reversal of the impairment at the end of each reporting 
period. 
 

2.6 Leases 
Leases are classified as finance leases whenever the terms of the lease involve the substantial 
transfer of all the risks and rewards of ownership to the lessee. All other leases are classified as 
operating leases. 
 
Leases in which a significant portion of the risks and rewards of ownership are retained by the 
lessor are classified as operating leases.  
 
Payments made under operating leases (net of any incentives received from the lessor) are 
charged to profit or loss on a straight-line basis over the period of the lease. 
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NOTES (continued) 
 

2. Summary of significant accounting policies (continued) 
 

2.7 Investment properties  
Investment properties are land and/or buildings which are held to earn rental income and/or for 
capital appreciation, and which are not occupied by the Company. Property that is being 
constructed or developed for future use as investment property is classified as investment 
property.  
 
Investment properties are stated in the statement of financial position at fair value, based on 
active market prices, adjusted, if necessary, for any difference in the nature, location or 
condition of the specific asset, determined annually by independent qualified valuers. The fair 
value of investment properties reflects, among other things, rental income from current leases 
and assumptions about rental income from future leases in the light of current market 
conditions. Any gain or loss arising from a change in fair value or from the retirement or 
disposal of an investment property is recognised in profit or loss. Rental income from 
investment properties is accounted for as described in note 2.2. 
 
When an item of property, plant and equipment is transferred to investment property following a 
change in its use, any differences between the carrying amount and the fair value of the item 
arising at the date of transfer is recognised directly in equity if it is a gain. Upon disposal of the 
item, the gain is transferred to income surplus account. Any loss arising in this manner is 
recognised immediately in profit or loss. 

               
2.8 Inventories  
 Inventories are stated at the lower of cost and net realisable value. Cost of spare parts, trade and 

non-trading inventories includes freight, insurance, customs duty and all other costs incurred in 
bringing the inventories to their present location. Net realisable value is the estimated selling 
price in the ordinary course of business, less applicable variable selling expenses. Borrowing 
costs are not included in the cost of inventories. 

 
            Work in progress is valued at materials cost. 
 
2.9 Financial assets 

(i)  Classification 
 
The Company classifies its financial assets in the following categories:  at fair value through profit 
or loss, and loans and receivables.  The classification depends on the purpose for which the 
financial assets were acquired.  Management determines the classification of its financial assets 
at initial recognition.   
 
Financial assets at fair value through profit or loss 

Financial assets at fair value through profit or loss are financial assets held for trading.  A 
financial asset is classified in this category if acquired principally for the purpose of selling in the 
short-term.  Assets in this category are classified as current assets if expected to be settled 
within 12 months; otherwise, they are classified as non-current. 
 
Loans and receivables 

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 after the reporting date. These are classified as non-current assets. The 
Company’s loans and receivables comprise ‘trade and other receivables’, and ‘cash and cash 
equivalents’ in the statement of financial position. 
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NOTES (continued) 
 

2. Summary of significant accounting policies (continued) 
 

2.9 Financial assets (continued) 
 
(ii) Recognition and measurement  
 
Regular purchases and sales of financial assets are recognised on the trade date, which is the 
date on which the Company commits to purchase or sell the asset. Financial assets carried at 
fair value through profit or loss are initially recognised at fair value, and transaction costs are 
expensed. Financial assets are derecognised when the rights to receive cash flows from the 
investments have expired or have been transferred and the Company has transferred 
substantially all risks and rewards of ownership. Loans and receivables are carried at 
amortised cost using the effective interest method. 
 
Gains and losses arising from changes in the fair value of the ‘financial assets at fair value 
through profit or loss’ category are included in the profit or loss in the period in which they arise. 
 
(iii) Offsetting financial instruments 
 
Financial assets and liabilities are offset and the net amount reported in the statement of 
financial position when there is a legally enforceable right to offset the recognised amounts 
and there is an intention to settle on a net basis or realise the asset and settle the liability 
simultaneously. 
 
(iv) Impairment 
 
Assets carried at amortised cost 

The Company assesses at the end of each reporting period whether there is objective 
evidence that a financial asset or group of financial assets is impaired. A financial asset or a 
group of financial assets is impaired and impairment losses are incurred only if there is 
objective evidence of impairment as a result of one or more events that occurred after the 
initial recognition of the asset (a ‘loss event’) and that loss event (or events) has an impact on 
the estimated future cash flows of the financial asset or group of financial assets that can be 
reliably estimated. 
 
Evidence of impairment may include indications that the debtors or a group of debtors is 
experiencing significant financial difficulty, default or delinquency in interest or principal 
payments, the probability that they will enter bankruptcy or other financial reorganisation, and 
where observable data indicate that there is a measurable decrease in the estimated future 
cash flows, such as changes in arrears or economic conditions that correlate with defaults. 
 
For loans and receivables category, the amount of the loss is 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 effective interest 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. As a practical expedient, Company may measure impairment on the basis of an 
instrument’s fair value using an observable market price. 
 
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can 
be related objectively to an event occurring after the impairment was recognised (such as an 
improvement in the debtor’s credit rating), the reversal of the previously recognised impairment 
loss is recognised in profit or loss. 
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NOTES (continued) 
 

2. Summary of significant accounting policies (continued) 
 

2.10 Trade receivables 
Trade receivables are amounts due from customers for merchandise sold or services performed 
in the ordinary course of business.  If collection is expected in one year or less (or in the normal 
operating cycle of the business if longer), they are a classified as current assets.  If not, they are 
presented as non-current assets. 
 
Trade receivables are recognised initially at fair value and subsequently measured at amortised 
cost using the effective interest method less provision for impairment. 
 

2.11 Cash and cash equivalents 
In the statement of cash flows, cash and cash equivalents include cash in hand, deposits held 
at call with banks, other short term highly liquid investments with original maturities of three 
months or less and bank overdrafts. Bank overdrafts are shown within borrowings under current 
liabilities on the statement of financial position. 
 

2.12 Stated capital and dividend 
Ordinary shares are classified as ‘stated capital’ in equity. Dividends on ordinary shares are 
charged to equity in the period in which they are declared. 

 

2.13 Borrowings 
Borrowings are recognised initially at fair value, net of transaction costs incurred.  Borrowings are 
subsequently stated at amortised cost; any differences between proceeds (net of transaction 
costs) and the redemption value is recognised in profit or loss over the period of the borrowings, 
using the effective interest method. 
 
Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan 
to the extent that it is probable that some or all of the facility will be drawn down. In this case, 
the fee is deferred until the draw-down occurs. To the extent there is no evidence that it is 
probable that some or all of the facility will be drawn down, the fee is capitalised as a pre-
payment for liquidity services and amortised over the period of the facility to which it relates. 

 
Borrowings are classified as current liabilities unless the Company has an unconditional right to 
defer settlement of the liability for at least 12 months after the end of the reporting period. 
 

2.14      Borrowing costs 
             
             General and specific borrowing costs directly attributable to the acquisition, construction or 

production of qualifying assets, which are assets that necessarily take a substantial period of 
time to get ready for their intended use or sale, are added to the cost of those assets, until such 
time as the assets are substantially ready for their intended use or sale. 
 
Investment income earned on the temporary investment of specific borrowings pending their 
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation. 

 
All other borrowing costs are recognised in profit or loss in the period in which they are 
incurred. 
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NOTES (continued) 
 
2. Summary of significant accounting policies (continued) 

2.15 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 liabilities 
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 liabilities. 
 
Trade payables are recognised initially at fair value and subsequently measured at amortised 
cost using the effective interest method. 
 

2.16 Income tax 
Current income tax 
The income tax expense for the period comprises current and deferred income tax. Income tax 
is recognised in profit or loss, except to the extent that it relates to items recognised in other 
comprehensive income or directly in equity.  In this case, the income tax is also recognised in 
other comprehensive income or directly in equity, respectively. 

 
Current income tax is the amount of income tax payable on the taxable profit for the year 
determined in accordance with the relevant tax legislation. The current income tax charge is 
calculated on the basis of the tax enacted or substantively enacted at the reporting date.  
Management periodically evaluates positions taken in tax returns with respect to situations in 
which applicable tax regulation is subject to interpretation. It establishes provisions where 
appropriate on the basis of amounts expected to be paid to the tax authorities. 
 
Deferred income tax 
Deferred income tax is recognised, using the liability method, on temporary differences arising 
between the tax bases of assets and liabilities and their carrying values in the financial 
statements.   However, deferred tax liabilities are not recognised if they arise from the initial 
recognition of goodwill; or if it arises from initial recognition of an asset or liability in a 
transaction other than a business combination that at the time of the transaction affects neither 
accounting nor taxable profit nor loss.  Deferred income tax is determined using tax rates and 
laws that have been enacted or substantively enacted at the reporting date and are expected to 
apply when the related deferred income tax liability is settled. 
 
Deferred income tax assets are recognised only to the extent that it is probable that future 
taxable profits will be available against which the temporary differences can be utilised. 
 
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to 
offset current tax assets against current tax liabilities and when the deferred income taxes 
assets and liabilities relate to income taxes levied by the same taxation authority. 
 

2.17 Provisions 
Provisions are recognised when: the Company has a present legal or constructive obligation as 
a result of past events; it is probable that an outflow of resources will be required to settle the 
obligation; and the amount has been reliably estimated. Provisions are not recognised for future 
operating losses. 
 
Provisions are measured at the present value of the expenditures expected to be required to 
settle the obligation using a pre-tax rate that reflects current market assessments of the time 
value of money and the risks specific to the obligation. The increase in the provision due to 
passage of time is recognised as interest expense. 
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NOTES (continued) 
 
2. Summary of significant accounting policies (continued) 

2.18 Employee benefits 
 
(i) Retirement benefit obligations 
The Company operates defined contribution retirement benefit schemes for its employees. The 
Company and all its employees contribute to the appropriate National Social Security Fund, 
which is defined contribution scheme. 
 
A defined contribution plan is a pension plan under which the Company pays fixed contributions 
into a separate entity. The Company has no legal or constructive obligations to pay further 
contributions if the fund does not hold sufficient assets to pay all employees the benefits 
relating to employee service in the current and prior periods.  
 
The Company’s contributions to the defined contribution schemes are recognised as an 
employee benefit expense when they fall due. The Company has no further payment 
obligations once the contributions have been paid. 
 
(ii) Termination benefits 
Termination benefits are payable when employment is terminated by the Company before the 
normal retirement date, or whenever an employee accepts voluntary redundancy in exchange 
for these benefits. The Company recognises termination benefits when it is demonstrably 
committed to a termination when the entity has a detailed formal plan to terminate the 
employment of current employees without possibility of withdrawal. In the case of an offer made 
to encourage voluntary redundancy, the termination benefits are measured based on the 
number of employees expected to accept the offer.  Benefits falling due more than 12 months 
after the end of the reporting period are discounted to their present value. 
 

2.19 Segment reporting         

Operating segments are reported in a manner consistent with the internal reporting provided to 
the Managing Director.  The Managing Director, who is responsible for allocating resources and 
assessing performance of the operating segments, has been identified as the “Chief operating 
decision maker”. 
 

2.20 Post balance sheet events 
Events subsequent to the financial reporting date are reflected only to the extent that they relate 
directly to the financial statements and the effect is material. 



Mechanical Lloyd Company Limited 
Financial Statements  
Year ended 31 December 2011 

22 

NOTES (continued) 
 (All amounts in the notes are shown in Ghana cedis unless otherwise stated) 

 
3. Critical accounting estimates and judgements 

 
3.1 Critical accounting estimates and assumptions 
 

Estimates are 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 from the originally estimated provision. In addition, significant estimates are 
involved in the determination of provisions related to taxes and litigation risks. These estimates 
are subject to change as new information becomes available and changes subsequent to these 
estimates may significantly affect future operating results. 
 
The following critical accounting estimates were made in the preparation of Company’s financial 
statements. 
  
Property, plant and equipment 
Critical estimates are made by the directors in determining depreciation rates for property, plant 
and equipment.  The rates used are set out in note 2.4. 
 
Were the actual useful lives of the property, plant and equipment to differ by 10% from 
management’s estimates, the carrying amount of the property, plant and equipment would be 
an estimated GH¢41,435 higher or lower. 

 
 Income taxes 
 

Significant judgement is required in determining the provision for income taxes. There are many 
transactions and calculations for which the ultimate tax determination is uncertain during the 
course of business. The Company recognises liabilities 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 
income tax and deferred income tax provisions in the period in which such determination is 
made. 
 

 Fair value of investment property 
 
The Company has investment property which is measured at fair value with changes in fair 
value accounted through profit or loss.  The fair value of investment property is determined by 
independent valuer.  A variety of factors are considered in determining the fair value of 
investment property. 
 
Changes in assumptions about these factors could affect the reported fair value of investment 
property. 

 
3.2 Critical judgements in applying the entity's accounting policies 
 

In the process of applying the Company’s accounting policies, management has made 
judgement in determining: 

 
• the classification of non-current assets; 
• whether land and buildings meet the criteria to be classified as investment property; 
• whether assets are impaired; and 
• provisions.   
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(All amounts in the notes are shown in Ghana cedis unless otherwise stated) 
 

4. Revenue 
2011 2010

Motor vehicles and farm machinery sales 26,901,297 23,108,216 
Spare parts sales and workshop earnings 6,553,226 4,987,984 
Rental income from investment properties      410,281      359,087 

            33,864,804 28,455,287 
 

5.     Cost of sales  
 

Vehicles and farm machinery 19,299,670 17,788,698
Spare parts   5,022,414  3,256,504 
Direct expenses  868,656 538,041
Overheads     1,646,888   1,230,585 

26,837,628 
 

22,813,828 
 

6.     Operating costs   
            

Marketing expenses 1,292,829 929,146
Bad debts written off 399,135 256,316
Staff costs (Note 9) 1,805,261 1,473,099
Directors’ emoluments (Note 30) 471,042 401,482 
Depreciation (Note 10) 415,348 428,322 
Repairs and maintenance 321,904 276,788
Amounts paid to auditor - audit fees 48,500 42,105 
Operating lease rentals 90,166 87,185
Loss on disposal of property, plant and equipment (Note 10) -    45,332
Administrative costs  1,013,215 860,371
Donations      26,108        16,100

  
 5,883,508   4,816,246 

 
             

7. Other income             
 
Miscellaneous income 63,460 35,674 
Fair value gain on investment property 2,470,700 1,724,955 
Income from clinic services 187,374 140,891 
Exchange gain - net  106,914 28,276
Commission and fees earned on special projects 4,892 45,629
Profit on disposal of property, plant and equipment (Note 10)        2,072               -

2,835,412 1,975,425 
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8. Finance income and costs     

2011 2010
(a) Finance income 
 
Interest income on credit sales 65,604 177,194
Interest income from staff loans 20,752     4,682

  86,356 181,876
(b) Finance costs 
 
Bank interest expense 123,455  522,871
 

9.   Staff costs  

Wages and salaries (including executive directors’ salaries) 2,901,353 2,198,862 
Social security contributions   307,148    248,198 

3,208,501 2,447,060 
 
The average number of persons employed by the Company during the year was 174 (2010: 175). 
 
Staff costs are charged to cost of sales and operating costs as shown below: 
 
Cost of sales 1,805,261 1,473,099 
Operating costs 1,403,240    973,961 

3,208,501 2,447,060 
 
 

10. Property, plant and equipment 

Buildings

Plant, 
machinery, 
equipment, 

furniture and 
vehicles

Capital work-
in-progress Total

Cost/valuation 
At 1 January 2011 7,630,634 2,832,561 70,157 10,533,352
Additions 24,207 257,537 274,554  556,298
Disposals                - (195,092)             -    (195,092)

At 31 December 2011 7,654,841 2,895,006 344,711 10,894,558

Accumulated depreciation 
At 1 January 2011 809,277 1,378,401               - 2,187,678
Charge for year 219,508 195,840               - 415,348
Disposals                -    (37,241)             -      (37,241)

At 31 December 2011 1,028,785 1,537,000             -   2,565,785

Net book value 
 At 31 December 2011 6,626,056 1,358,006 344,711   8,328,773
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10. Property, plant and equipment (continued) 

   Buildings 

Plant, 
machinery, 
equipment, 

furniture and 
vehicles

Capital  
work-in-

progress Total 
 Cost/valuation      
 At 1 January 2010  7,630,634 2,792,043 32,671 10,455,348 

 Additions  - 382,650 37,486 420,136 

 Disposals                 -   (342,132)            -      (342,132)

 At 31 December 2010  7,630,634 2,832,561 70,157   10,533,352 

 Accumulated depreciation    
 At 1 January 2010     593,281 1,334,552                  - 1,927,833 
 Charge for year  215,996 212,326 - 428,322 

 Disposals                 -   (168,477)             -   (168,477)

 At 31 December 2010     809,277 1,378,401             - 2,187,678 

 Net book value      

 At 31 December 2010 6,821,357 1,454,160  70,157 8,345,674
 

 The buildings were last revalued on 31 December 2007 by independent valuers, Barnicom Property 
Valuation and Consultancy Services. Valuations were made on the basis of open market value. There 
are no restrictions on the title of Property, plant and equipments.  If buildings were stated on the 
historical cost basis, the amounts would be as follows: 

   
2011 

 
2010 

Cost 2,925,779 2,925,779 
Accumulated depreciation (1,017,578)  (809,304)

Net book value 1,908,201 2,116,475 
 

(Profit)/loss on disposal of property, plant and equipment 

Cost 195,092 342,132 
Accumulated depreciation    (37,241)  (168,477)

Net book value 157,851 173,655 
Disposal proceeds  (159,923)  (128,323)
 
(Profit)/loss      (2,072)      45,332 
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11. Other prepayments  
 
Other prepayments represent land in the course of acquisition for land for which the Company is yet to 
secure all the legal registration requirements.  

2011 2010

At 1 January 420,000 420,000 
Additions  254,631             - 

At 31 December 674,631 420,000 
 

12. Investment properties 

At 1 January 6,681,400 4,956,445 
Fair value gain 2,470,700 1,724,955 

At 31 December 9,152,100 6,681,400 
 

Investment properties were independently valued by Barnicom Property Valuation and Consulting 
Services for the year ended 31 December 2011. Valuations were made on the basis of open market 
value.  
 

13. Inventories          
2011 2010 

Trade stocks 8,102,942 5,603,868 
Goods in transit 580,132 913,591 
Work-in-progress 49,773 42,538
Non-trade stocks   144,433    131,149 

8,877,280 6,691,146 
 

The cost of inventories recognised as an expense and included in cost of sales amounted to 
GH¢24,322,084 (2010: GH¢21,045,202). During the year ended 31 December 2011 GH¢33,008 (2010: 
GH¢42,916) was charged to profit and loss for damaged and obsolete inventories. 
 

14. Trade and other receivables    

2011 2010

Trade receivables 6,039,654 3,582,269 
Staff receivables 385,382 153,559 
Prepayments     43,643      21,291 

6,468,679 3,757,119 
 
The maximum amount of staff indebtedness during the year did not exceed GH¢400,000 (2010:           
GH¢200,000). 
 
The fair value of trade receivables and staff receivables approximates their carrying value.   
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15. Income tax             

(a) Current income tax 
Payments 

 
At 

1 January
Charge for  the 

year
At 

31 December
Year ended 31 December 2011   
 
Up to 2010   (152,512) - -   (152,512)
2011              -  388,984 (231,278) 157,706

(152,512) 388,984  (231,278)      5,194
  
Year ended 31 December 2010 

Up to 2009   (654,890) 548,698 -   (106,192)
2010              -  113,680 (160,000)   (46,320) 

(654,890) 662,378  (160,000)  (152,512) 
 
 
 (b) Deferred income tax At Charge for At 

1 January the year 31 December
Year ended 31 December 2011 
 
Accelerated depreciation   160,346 (23,007) 137,339
Investment properties 1,002,210 370,605 1,372,815
Other timing differences         7,069    19,660      26,729

1,169,625 367,258 1,536,883
Deferred tax on revalued 
property, plant and equipment in 
other comprehensive income 
 

   879,128             - 
 

   879,128 
 

 2,048,753 367,258 2,416,011
 

Year ended 31 December 2010 
Accelerated depreciation   152,153               8,193    160,346
Investment properties 90,644 911,566 1,002,210
Other timing differences    583,802  (576,733)         7,069

826,599 343,026 1,169,625
Deferred tax on revalued 
property, plant and equipment in 
other comprehensive income  
 

 
    879,128 

 
             - 

 

 
   879,128 

 1,705,727  343,026 2,048,753
 

16. Income tax expense 
 2011 2010

Current income tax (Note 15(a)) 388,984 662,378 
Deferred income tax (Note 15b)) 367,258    343,026 

 756,242 1,005,404
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16. Income tax expense (continued) 
 
The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the 
statutory income tax rate applicable to profits. This is explained as follows: 
 

2011 2010
 
Profit before tax 3,941,981 2,459,643
 
Tax charged at corporate tax rate of 25% (2010:25%) 985,495 614,911 
Expenses not deductible for tax purposes 17,817 45,182
Income not subject to tax  - (30,891)
Income taxed at different rate (247,070) (172,496)
Prior year charge           -    548,698
 

   756,242 1,005,404 
 

17. Dividend 
Payment of dividend is subject to the deduction of withholding taxes at the rate of 8%. At the next Annual 
General Meeting, a dividend of GH¢0.0080 per share amounting to GH¢400,767 is to be proposed.  The 
financial statements do not reflect this dividend payable. 
 
A dividend per share of GH¢0.0060 (2010:GH¢0.0045) amounting to GH¢300,576 (2010: GH¢225,432) 
was declared for the year ended 31 December 2010  and paid during the year. 

2011 2010
At 1 January - -
Dividend declared for 2010 300,576 -
Dividend declared for 2009 - 225,432
Payment  (300,576) (225,432)

At 31 December               -               -
 

18. Trade and other payables     

Trade payables 12,848,434 7,770,353 
Accrued charges 625,284 15,004 
Sundry payables      167,664    240,196 

13,641,382 8,025,553 
 
19. Borrowings            

  
Current  
Bank overdrafts 1,793,214 277,344
Bank loan                 -     586,252

 1,793,214     863,596
Non-current  
Bank loan               - 1,416,722
  
Total borrowings 1,793,214 2,280,318
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19. Borrowings (continued)            
 
The carrying amounts of the Company’s borrowings are denominated in the following currencies: 
 
 2011 2010
  
US dollar - 2,002,974
Ghana cedi 1,793,214    277,344
 
 

 
1,793,214 

 
2,280,318

(i)  Bank overdrafts 
 
At the financial reporting date the Company had certain banking facilities not exceeding GH¢2 million 
(2010: GH¢2 million).  The facilities are secured by a debenture over the floating assets of the 
Company, a legal mortgage over specified properties and a lien over trading stocks. The overdraft 
attracts interest at 18.00% per annum.   
 
The Company’s bankers have provided the Company with facilities for guarantees of payment as 
follows: 
 
Up to €1.5 million from Stanbic Bank Limited, US$3.0  million from Stanbic Bank Limited and US$4.5 
million from Barclays Bank of Ghana Limited.  These guarantees attract charges as and when they are 
utilised by the Company. 
 
(ii) Bank loans 
              

 The bank loan with Stanbic Bank Ghana Limited of US$1.8 million was paid during the year.     
          

 The loan attracted interest on a floating rate basis per annum.  The loan interest is charged at the 
bank’s United States Dollar prime Lending Rate prevailing at that time (currently at 9.5% per annum). 
 
The loan is secured by both fixed and floating charges on certain non-current assets of the Company. 
      

At
Exchange 

rate At
1 January Drawdown Repayment adjustment 31 December

Year ended 31 December 
2011 
 
Bank loan 2,002,974               -  (2,004,840)   1,866                 -

Current portion of loans     (586,252)                -

Non-current portion of loans   1,416,722                -
     

 Year ended 31 December 
2010 

Bank loans  4,681,290                      - (2,638,573) (39,743) 2,002,974 

Current portion of loans     (953,106)      (586,252) 
  
 Non-current portion of loans     3,728,184                                          1,416,722 
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20. Stated capital     
    
 The Company has 100,000,000 authorised ordinary shares of no par value out of which 50,095,925 

(2009: 50,095,925) have been issued as follows:  
  

2011 2010 2011 2010
               No. of shares Proceeds 

Issued for cash 11,426,643 11,426,643 47,792 47,792
Rights issue 34,011,865 34,011,865 2,708,790 2,708,790
Transfer from income surplus   4,657,417   4,657,417      14,904      14,904

50,095,925 50,095,925 2,771,486 2,771,486
  

There is no unpaid liability on any share and there are no calls or instalments unpaid.  There are no 
treasury shares. 
 

21. Earnings per share  
2011 

 
 

2010 

Profit for the year    3,185,739   1,454,239 

Number of ordinary shares (Number) 50,095,925 50,095,925 

Basic and diluted earnings per share (GH¢)       0.0636        0.0290

 
There were no potentially dilutive shares outstanding at 31 December 2011 or 2010.  Diluted earnings per 
share are the same as basic earnings per share.  
 

22. Revaluation surplus account       

2011 2010

At 1 January  and 31 December  4,981,727 4,981,727
 
The revaluation surplus account has arisen from independent revaluations of the Company’s land and 
buildings, the latest of which was performed on 31 December 2007. The reserve is not available for 
distribution to the shareholders of the Company.  

  
23. Income surplus account   

2011 2010

At 1 January 6,842,057 5,613,250 
Profit for the year 3,185,739 1,454,239 
Dividend declared for 2010  (300,576) -
Dividend declared for 2009                -  (225,432)

At 31 December 9,727,220 6,842,057 
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24. Cash generated from operations      

2011           2010

Profit before income tax 3,941,981 2,459,643 
Depreciation charge 415,348 428,322 
Exchange loss/(gain) on bank borrowings 1,866 (39,743) 
Profit/(loss) on disposal of property, plant and equipment (2,072) 45,332 
Bank interest expense 123,455 522,871 
Interest income    (86,356) (181,876)
Fair value gain on investment properties (2,470,700) (1,724,955)
Change in working capital 
(Increase)/decrease in inventories (2,186,134) 1,342,521 
(Increase)/decrease in trade and other receivables (2,711,560) 261,921 
Increase/(decrease) in trade and other payables  5,615,829  (169,686)

Cash generated from operations 2,641,657 2,944,350
       

25. Cash and cash equivalents 

Cash in hand 93,997 31,058 
Cash at bank 1,740,774 870,985

1,834,771   902,043 
 

Cash and cash equivalents include a restricted cash balance of GH¢552,183 (2010: Nil) in respect of 
deposit for competitive bidding. The amount was not available for use at the reporting date. 
 
Cash and cash equivalents include the following for the purposes of statement of cash flows:  

      
2011 

 
2010 

Cash and cash equivalents 1,834,771 902,043  
Bank overdrafts (1,793,214) (277,344)

   41,557 624,699 
26. Commitments 

           
          Capital commitments     

 
There were no capital commitments at the reporting date (2010: Nil). 
 
Operating lease commitments 
 
The Company leases various outlets   under non-cancellable operating lease. The lease terms are 
between 5 and 10 years, and the majority of the lease agreements are renewable at the end of the 
lease period at market rates. 
 
The future aggregate minimum lease payments under non-cancellable operating leases are as follows:
 
 2011 2010
 
Not later than 1 year       39,600     38,160 
Later than 1 year and not later than 5 years      160,320    153,600 
Later than 5 years        40,320   40,080
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27. Contingent liabilities      
  
 There were no contingent liabilities at the reporting date (2010: Nil). 

 
28. Financial risk management 

The Company's operations expose it to a variety of financial risks that include credit risk, liquidity risk, 
the effects of changes in foreign currency exchange rates and interest rates. The Company's overall 
risk management programme focuses on the unpredictability of financial markets and seeks to minimise 
potential adverse effects on its financial performance.  The primary risks faced by the Company are 
exchange rate risk and credit risk. 
 
Risk management is carried out by the management of the Company under policies approved by the 
board of directors. Management identifies, evaluates and hedges financial risks. 
 
(a) Market risk management 
Market risk is the risk that movements in market rates, foreign exchange rates, interest rates, equity 
and commodity prices will reduce the Company’s income or the value of its portfolios.  The 
management of market risk is undertaken using policies approved by the board of directors. 
 
(i) Sensitivity analysis – currency risk 
The Company seeks to reduce its foreign currency exposure through a policy of matching, as far as 
possible, assets and liabilities denominated in foreign currencies. The Company imports vehicles, spare 
parts and equipment from overseas and therefore is exposed to foreign exchange risk arising from 
Euro, GBP and USD exposures. Management’s policy to manage foreign exchange risk is to hold 
foreign currency bank accounts which act as a natural hedge for purchases of motor vehicles and farm 
machinery. Currency exposure arising from liabilities denominated in foreign currencies is managed 
primarily through the holding of bank balances in the relevant foreign currencies.  
 
At 31 December 2011, if the currency had weakened/strengthened by 10% against the Euro with all 
other variables held constant, post tax profit for the year would have been GH¢367,824 (2010: 
GH¢284,570) lower/higher, mainly as a result of Euro denominated trade payables and bank balances. 
 
At 31 December 2011, if the currency had weakened/strengthened by 10% against the US dollar with 
all other variables held constant, post-tax profit for the year would have been GH¢253,950 (2010: 
GH¢124,580) higher/lower, mainly as a result of US dollar denominated trade payables and bank 
balances. 
 
At 31 December 2011, if the currency had weakened/strengthened by 10% against the Pounds Sterling 
(GBP) with all other variables held constant, post-tax profit for the year would have been GH¢3,678 
(2010: GH¢3,434) higher/lower, mainly as a result of GBP denominated trade payables and bank 
balances. 
 
The Company hedges the currency risk using the practice stated above in order to mitigate currency 
risk as a result of changes in foreign exchange rates.  
 
(ii) Sensitivity analysis - interest rate risk 
The Company’s exposure to the risk for changes in market interest rates relates primarily to the 
Company’s long-term obligations with a floating interest rate. To manage this risk, the Company’s policy 
is to contract for best interest rate in borrowing from banks.  The Company regularly monitors financing 
options available to ensure optimum and attractive interest rates are obtained. 
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28. Financial risk management (continued)  
(ii)  Sensitivity analysis - interest rate risk (continued) 

The sensitivity analysis for interest rate risk shows how changes in the fair value or future cash flows of 
a financial instrument will fluctuate because of changes in market rates at the reporting date. 
 
The Company has used sensitivity analysis technique to measure the estimated impact in the profit or 
loss from an instantaneous increase or decrease of 2% (200 basis points) in market interest. 
 
A hypothetical 2% increase in interest rates will not result in material change in profit after tax for the 
year. 
 
(b) Credit risk management 
Credit risk is the risk that financial loss arises from the failure of a customer or counterparty to meet its 
obligations under a contract.  The Company has dedicated policies and procedures to control and 
monitor all such risks.  Although the Company is potentially exposed to credit loss in the event of non-
performance by counterparties, such credit risk is controlled through credit control policy whereby credit 
sales are only made to government agencies and institutional customers. Individual customers pay in 
advance before goods are supplied.   
 
The amount that best represents the Company’s maximum exposure to credit risk at 31 December 
2011 and 2010 is the carrying value of the trade receivables, staff receivables and cash and cash 
equivalents in the statement of financial position. 
 
(i) Trade receivables 
 
The carrying value of trade receivables comprise: 
 
 2011 2010 

Neither past due nor impaired 5,913,048 3,582,269 
Past due but not impaired    126,606                - 

 6,039,654 3,582,269 
 
 
There were no impaired receivables at 31 December 2011 (2010: Nil).  Trade receivables past due but 
not impaired were in arrears up to 6 months. 
 
The Company extends credit to customers up to one year.  As a policy, any trade receivables in arrears 
over one year are written off as irrecoverable debt. As of 31 December 2011, trade receivables 
amounting to GH¢399,135 (2010: GH¢256,316) were written off as irrecoverable debt.   
 
(ii)   Staff receivables 

Staff receivables are recovered through the monthly payroll in accordance with the payment plan. Staff 
receivables are neither past due nor impaired. 
 
(iii)  Cash and cash equivalents 
The Company manages credit risk relating to cash and cash equivalents by having banking 
relationships with only reputable well established financial institutions licenced by the Bank of Ghana.   
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28. Financial risk management (continued)  

 
(c) Liquidity risk management  
 Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with 
financial liabilities. The Company maintains a strong liquidity position and manages the liquidity profile 
of its assets, liabilities and commitments so that cash flows are appropriately balanced and all funding 
obligations are met when due. 
 
The Company has an overdraft facility with Stanbic Bank Ghana Limited which provides the Company 
with an option to maintaining liquidity and continuity in funding. 
 
The Company has incurred debts but also has positive cash balances. The Company evaluates its 
ability to meet its obligations on an ongoing basis. Based on these evaluations, the Company 
implements 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 amount of committed credit facilities.  
 
Details of bank overdrafts and loan facilities taken on by the Company are shown in Notes 19. 
 
Maturity analysis of financial liabilities 
The table below analyses the Company’s financial liabilities that will be settled on a net basis into 
relevant maturity groupings based on the remaining period at the reporting date to the contractual 
maturity date: 

Due within one year Due after one year
31 December 2011 

Borrowings                1,793,214                   -  
Trade and other payables 13,641,382                 -  

Total financial liabilities 15,434,596                 -  

31 December 2010 
Borrowings  919,290        1,698,685 
Trade and other payables   8,025,553                 -  

Total financial liabilities 8,944,843 1,698,685
 
(d)    Management of capital 
The Company’s objectives when managing capital are to safeguard the Company’s ability to continue 
as a going concern in order to provide returns for shareholders and to maintain an optimal capital 
structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the Company 
may limit the amount of dividends paid to shareholders, issue new shares, or sell assets to reduce debt. 
 
The Company monitors 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, as shown in the statement of financial position, plus net debt. 
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28. Financial risk management (continued)  

(d)    Management of capital (continued) 
The Company’s strategy, which remained unchanged during the year, was to maintain a gearing ratio of 
less than 45%.  The gearing ratios at 31 December 2011 and 2010 were as follows: 
 

 2011 2010

Borrowings (Note 19) 1,793,214  2,280,318
Less: Cash and cash equivalents (excluding overdrafts)  (1,834,771)      (902,043)
 
Net (cash)/debt 

 
(41,557) 

 
1,378,275

Total equity  17,480,433  14,595,270
    
Total capital 17,438,876  15,973,545
    
Gearing ratio                Nil          8.63%
 
(e) Fair value of financial assets and liabilities  
The carrying amounts of all financials assets and liabilities are reasonable approximation of their fair 
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.  
 

29. Segmental reporting 
 
Management has determined the operating segments based on the franchise held at each reporting 
date. The Company’s primary reporting segments are based on products under the franchise, namely 
BMW, Ford and others.  
  
Year ended 31 December 2011 BMW Ford Others Total
         
Revenue   7,061,318 22,801,380 3,591,825 33,454,523
Cost of sales (5,402,641) (18,912,895) (2,522,092) (26,837,628)

  1,658,677   3,888,485 1,069,733 6,616,895
Rental income       410,281
Selling, general and administrative expenses     (5,883,508)
Other income       2,835,412

Operating profit  3,979,080
Finance income        86,356
Finance costs         (123,455)

Profit before income tax     3,941,981
Income tax expense          (756,242)

Profit for the year     3,185,739
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29. Segmental reporting (continued) 
 

Year ended 31 December 2010 BMW Ford Others Total
         
Revenue   7,433,594 18,850,885 1,811,721 28,096,200
Cost of sales (6,532,294) (14,808,832) (1,472,702) (22,813,828)

     901,300    4,042,053     339,019 5,282,372
Rental income        359,087
Selling, general and administrative expenses     (4,816,246)
Other income       1,975,425

Operating profit        2,800,638
Finance income        181,876
Finance costs          (522,871)

Profit before income tax     2,459,643
Income tax expense       (1,005,404)

Profit for the year     1,454,239
 
The Chief operating decision maker in assessing the performance of the reportable segments does not 
allocate assets and liabilities to these segments but rather manages the financial position in totality. 
 
There is no revenue from a single customer which exceeds 10% of total revenue. 
 

30. Related party transactions  
 
Key management includes directors (executive and non-executive) and members of senior 
management. The compensation paid or payable to key management for employee services is shown 
below:  

2011 2010

Salaries  495,899 396,719

Defined contributions scheme   64,467   51,573

560,366 448,292
Directors' remuneration  

Fees for services as a director  86,750 77,350
Other emoluments (included in key management compensation above)  384,292 324,132

471,042 401,482
31. Restatement of comparatives  

 
During the year, certain reclassifications were made in the financial statements.  Prior year’s statement 
of financial position was not affected by these reclassifications.  In prior year, other income of 
GH¢1,975,425 was presented after operating line item in the profit or loss.  In line with IAS 1 Revised, 
this has been reclassified and presented as part of operating income on the face of the statement of 
comprehensive income.  
 
In the prior year, interest income on credit sales of GH¢177,194 was recognised in the profit or loss as 
part of other income.  This has been reclassified to finance income.  
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1. Details of 20 largest shareholders 
 

The ten largest shareholders in the Company and the respective number of shares held at 31 
December 2011 are as follows:  
Names Number of shares % Shareholding

Mr Terence R.K. Darko 12,077,202 24.11
Social Security & National Insurance Trust 8,831.25 17.63
Scbn/Epack Investment Fund Ltd 4,722,515 9.43
Mr. Michael O. Darko 1,825,350 3.64
Mr. Christian N. Darko 1,198,752 2.39
Mr. Stephen A. Darko         1,198,745 2.39
Ms Rodaline J. Darko 961,305 1.92
Ms Caroline B. Darko 845,967 1.69
Merban Investment Holdings Limited 750,000 1.5
Scbn/Unilever Ghana Managers’ 730,000 1.46
Ms. Emma A. Darko 600,000 1.2
Mr Edward Yirimambo 555,444 1.11
Daniel Ofori 554,300 1.11
Alpine Properties Limited 550,700 1.1
Coco-Mutual Fund Trust 530,000 1.06
Scbn/Unilever Ghana Aprovident Fund 515,000 1.03
Ms Lucy S. Darko 508,465 1.01
Ms Esther S. Darko 504,561 1.01
Merban Stockbrokers Portfolio 498,015 0.99
Mr. Charles Aidoo      458,000     0.91

Reported totals 38,415,571 76.68
Not reported 11,680,354   23.32

50,095,925 100.00

2. Number of shareholders 
 
The number and distribution of Ordinary Shareholders with equal voting rights as at 31 December 2011 
was as shown below:    
 

No. of 
holders Total holding % Holdings 

                                          
1  - 1000        3,128      1,318,252 2.63 
                                          
1,001  - 5000           739      1,626,335 3.25 
                                          
5,001  - 1000           101         789,750 1.58 
                                          
10,001  and above 
 

   145 
  

46,361,588 
 

  92.55 
 

  4,113 50,095,925 100.00 
       


