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FINANCIAL HIGHLIGHTS

[All amounts are in Ghana cedis unless otherwise stated)

Revenue

Loss before tax
Loss profit after tax
Shareholders' funds

Total assets

Loss per share (Ghana pesewas)
Net assets per share (Ghana pesewas)

2017
34,552,736
(4,119,049)
(2,971,625)
33,324,627

66,656,999

(5.93)

2016
50,964 812
(2.873,281)
(2,803,118)

38,868,208

%
Change

(32)

54

(14)
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REPORT OF THE DIRECTORS

The directors submit their annual report together with the audited financial statements of Mechanical
Lloyd Company Limited ('the Company') for the year ended 31 December 2017.

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 at the end of the financial year 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 Act, 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.

Going concern

We have no plans or intentions, for example to dispose of the business or cease aperations that may
materially alter the carrying value or classification of assets and ligbilities reflected in the financial
statements. The directors have no reason to believe the Company will not be a going concern for the
next twelve months from the date of approval of the financial statements.

Nature of business

The Company is engaged in the sale and servicing of BMW vehicles, Ford vehicles, and Massey
Ferguson agricultural machinery, and the related spare parts in Ghana. There was no change in the
Company's business during the year,

Financial results

The financial results of the Company for the year ended 31 December 2017 are set out below:

GH¢
Loss before income tax for the year (4,119,049)
to which is added income tax credit of 1,147,424
giving a loss-after income tax for the year of {2,971,625)
to which is added balance brought forward on income surplus account of 14,235,100
leaving a balance carried forward on income surplus account of 11,263,475

Dividend

The directors do not recommend the payment of dividend for the year ended 31 December 2017 (2016:
Mil).
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REPORT OF THE DIRECTORS (continued)
Directors’ and their interests in contracts
The present membership of the Board is set out on page 1. All directors served throughout the year,

Mr. Andrew Lawson, Mr. Yaw Assah-Sam and Mr. Kwesi Amonoo-Neizer retire by rotation and being
eligible offer themselves for re-election as directors.

The directors have na material interest in contracts entered into by the Company,
Directors’ shareholding

The directors’ interests in the ordinary shares of the Company at 31 December 2017 were as follows:

Name No. of shares
Mr. Terence Ronald K. Darko 15,024,381
Mrs. Kalysta Y Darko O'Kell 2,052 000
Mr. Andrew Lawson 75,000
Mr. Charles B.K. Zwennes (jointly with Mrs Jacqueline Zwennes) 53,657
Mr. Yaw Assah-Sam 21,500
Mr Kofi Asamoah 10,000
Mr. Edward Kojo Annobil 6,400
Mr. Joseph Hyde Jnr 8,100
Auditor

The auditor, PricewaterhouseCoopers, has expressed willingness to continue in office in accordance
with Section 134(5) of the Companies Act, 1963 (Act 179).

By order of the board

—
Name of Director: 7+ A 5¢AH -7 {ame of Director: ﬁya 7 '
. €A%
i 2Pk [ J[_,_
.—d“"‘rf_ ‘___,.f'
A~

Sigﬂature:wro"‘f Signature:

Date: [[@ P‘IWL[ Rﬁf&}
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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
armong the first in its field. Planning takes place and resources are allocated towards achievement of
accountability and reporting standards. The business adopts standard accounting pracfices 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 nine directors and include five non-executive directors.
The directors are knowledgeable individuals with experience in the auto industry as well as in their fields
of discipling,

The Audit Committee

The Audit Committee comprise four non-executive directors, all of whom have a strong background in
business and finance. The committee is charged to mest 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 assessing its comprehensive risk and enhancing its system of internal
contral. This is aimed at both improving the mechanism for identifying and monitoring risk as well as
strengthening the systems of internal control.

The Company has systems for identifying, managing and monitoring risks. The systems of Internal
control are implemented and monitered by appropriately trained personnel, suitably segregated as to
authority, duties and reporting lines.

Code of business ethics
-~ TheCompany continues ta-reinfarce communication on a regular basis together with-the development

and application of complementary procedures so as te eliminate the potential for corrupt and illegal
practices on the part of employees and contractors.



INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF MECHANICAL LLOYD COMPANY LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Our opinion

In our opinian, the financial statements give a true and fair view of the financial position of Mechanical Lioyd
Company Limited as at 31 December 2017, 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 (Act 179).

What we have audited

We have audited the financial statements of Mechanical Lloyd Company Limited (the "Company") for the
year ended 31 December 2017,

The financial statements on pages 10 to 40 comprise:

statement of financial position as at 31 December 2017,

statement of comprehensive income for the year then ended;

statement of changes in equity for the year then ended;

staternent of cash flows for the year then ended; and

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

& & & 9o @

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor's responsibilities for the audit of the financial
statements section of our report.

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

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants' Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other ethical
responsibilities in accordance with the IESBA Code.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
e —————audit-of the-Gompany's-financial-statementsas- a—whnle—andwfmnmgwmpmmherem—mmdcwm—'

provide a separate opinion on these matters.



INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF MECHANICAL LLOYD COMPANY LIMITED (continued)

Key audit matters (continued)

' Key audit matter How our audit addressed the key audit matter

Allowance for impairment of trade
receivables - GH¢1,299,827

Gross trade receivables at 31 December 2017 Our audit procedures included evaluating the design

amounts to GHe¢4,820,631 against which of selected controls, and testing the operating
allowance for impairment provision effectiveness of selected controls over the extension
GH¢1,299,827 were recognised. of credit facilities to customers.

Allowance for impairment of trade receivables is | We obtained from management the basis for

a key area of focus due to the significant allowance for impairment on trade receivables at the
judgement management exercises in identifying | reporting date.

whether there is any indicator of impairment and
in determining the timing of recognition and the | We assessed the adequacy of amount recognised as

estimation of any impairment. allowance for impairment on trade recejvables by
evaluating the reasonableness of management's

As described in accounting policies (note 2.9 ) estimate, and assessing payment history of selected

and disclosed in trade and other receivables customers.

(note 8) and credit risk management (note 30.2)

of the financial statements, the Company fully We also assessed the recoverability of selected trade

pravided for individually identified impaired receivables by testing post year end receipts from

trade receivables of GH¢1,299,827 at the customers.

balance sheet date.

The indicators the Company considers and
critical judgements management exercises in
providing for impaired trade receivables are
disclosed in note 3.2 of the financial statements. |

Other information

The directors are responsible for the other information. The other information comprises the Financial
Highlights, Report of Directors, Corporate Governance Report, Shareholders Information and Five Year
Financial Summary but does not include the financial statements and our auditor's report thereon, which
we obtained prior to the date of this auditor's report and the Chairman's Review, which are expected to be
made available to us after that date.

Our opinion on the financial statements does not cover the other information and we do not and will not
express any form of assurance conclusion thereon.

e ;MMWWMMWEMtWWWMWH—
identified above and, in doing so, consider whether the ather information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated,

If, based on the work we have performed on the other information that we obtained prior to the date of this
auditor's report, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

When we read the Chairman's Review and we conclude that there is a material misstatement therein, we
are required to communicate the matter to those charged with governance.



INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF MECHANICAL LLOYD COMPANY LIMITED (continued)

Responsibilities of the directors 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 in the manner required by the Companies
Act, 1963 (Act 178), and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

The directors are responsible for overseeing the Company's financial reporting process.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exisis. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements,

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also;

« |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud
ar error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
Is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control;

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control;

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

» Conclude on the appropriateness of the directors' use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If

o We conclude that a material uncertainty exists, we are required to.draw.attention.in-our-auditor'sreport

to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the Company to cease to continue as a going
concern; and

« Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation,

We communicate with the directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit,

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and have communicated with them all relationships and other matters that may
reasonably be thought to bear on our independence. and where applicable, related safeguards.



INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF MECHANICAL LLOYD COMPANY LIMITED (continued)

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
hot be communicated in our repart because the adverse consequences of deing so would reasonably be
expected to outweigh the public interest benefits of such communication.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

The Companies Act, 1983 (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;

i) 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 Company's profit and loss account
(part of the statement of comprehensive income) are in agreement with the books of account.

The engagement partner on the audit resulting in this independent auditor's report is Oseini Amui
(ICAG/P/H11389),

?ﬁ wﬁfwhuféww
PricewaterhouseCoopers (ICAG/F/2018/028)
Chartered Accountants
Accra, Ghana
23 April 2018

i

pwc




Mechanical Lloyd Company Limited
Financial Statements
Year ended 31 December 2017

STATEMENT OF FINANCIAL POSITION
{All amounts are in Ghana cedis)

At 31 December

Note 2017 2016
ASSETS
Non-current assets
Property, plant and equipment 4 33,577,609 34,301,790
Intangible assets ] 166,596 234 339
Other prepayments 5] 2,056,425 2,056 425
Other receivables 8 877.409 368,034
36,678,039 36,980 588
Current assets
Inventories 7 22,345 678 17,263,649
Trade and other receivables 8 5,282,951 5,846 059
Cash and bank balances 9 _2,350,331 3,368,415
29,978,960 26,478,123
Total assets 66,656,999 63,458 711
LIABILITIES
Non-current liabilities
Deferred income tax liability 10 3,623,277 2,237,124
Current liabilities
Trade and other payables 1 25,508,318 18,888,645
Current income tax liability 12 1,804,862 2,053,094
Borrowings 13 _2,395,915 1,300,640
29,709,095 22,353,378
Total liabilities 33,332,372 24 580,503
Net assets 23,324,627 38,868,208
EQUITY
Stated capital 14 2,771,486 2,771,486
Capital surplus account 15 19,289,666 21861 622
Income surplus account 16 11.263.475 14235100
Total equity 33,324,627 38,868,208

The notes on pages 14 to 40 are an integral part of these financial statements.

The financial tatemeqti on pages 10 to 40 were approved for issue by the Board of Directors on
o fgj:‘ﬁ“n ........... 2018 and signed on its behalf by:

Name of Director:
Mpr? ASE A - [ A

— P

Signature: W ; J‘f/ﬁ

Signature:

10

Name of Directurjp-;,jﬁf) _,g,/[ﬁfjlz—_



Mechanical Lloyd Company Limited
Financial Statements
Year ended 31 December 2017

STATEMENT OF COMPREHENSIVE INCOME
{All amounts are in Ghana cedis)

Revenue

Cost of sales

Gross profit
Administrative costs
Other income

Operating loss

Finance income

Finance costs

Loss before income tax
Income tax credit/{expense)
Loss after income tax

Other comprehensive income:
Deferred income tax charge

Total comprehensive income for the year-(loss)

Loss per share
Basic and diluted loss per share (Ghana pesewas)

Note

17

18

19

20

21

21

23

10

24

Year ended 31 December

2017
34,552,736
(28.176,220)

6,376,516
(12,394,315)
_ 2,530,572

(3,487,227)
305,439
(937,261)
(4,119,049)
1,147,424

(2,971,625)

(2.571,956)
(5,543,581)

—(5.93)

— ———————Thenotesonpages 14 to40 ar=-amintegral part of these finarcial statements:

11

2016
50,964,812
(43.574,702)
7,390,110
(10,965,097)
_ 1,279,092
(2.295,895)
501,242
(B78,628)
(2,673,281)
(129.837)
(2,803,118)

(2,803.118)

_(5.60)



Mechanical Lloyd Company Limited
Financial Statements
Year ended 31 December 2017

STATEMENT OF CHANGES IN EQUITY
(All amounts are in Ghana cedis)

Year ended 31 December 2017

Balance at 1 January 2017

Loss for the year
Other comprehensive income - (loss)

Total comprehensive income for the year
= (loss)

Balance at 31 December 2017

Year ended 31 December 2016
Balance at 1 January 2016

Loss for the year
Other comprehensive income

Total comprehensive income for the year
Transaction with owners in their capacity
as owners;

Final dividend declared for 2015

Balance at 31 December 2016

The notes on pages 14 to 40 are an integral part of these financial statements.

Capital Income

Stated surplus surplus
capital account account Total
2771486 21861822 14,235,100 38,868,208
- - (2,971625) (2,971,625)
= (2.571,956) - (2,571,956
= {2.571.956) (2.971625) (5,543,581
2771486  19,289.666 11,263,475 33,324,627
2,771,466 21,861,622 17538177 42,172.285
: - (2,803,118) (2.,803,118)
= k (2.803,118) (2,803,118)
- - (500.859) (500.959)
2771486 21861622 14,235,100 38,868,208

1



Mechanical Lloyd Company Limited
Financial Statements
Year ended 31 December 2017

STATEMENT OF CASH FLOWS
{All amounts are in Ghana cedis)

Cash flow from operating activities

Cash (used in)/generated from operations
Interest received

Interest paid

Income tax paid

Net cash used in operating activities
Cash flow from investing activities
Depaosit for leasehold land

Purchase property, plant and equipment
Purchase of intangible assets

Proceeds from dispesal of property, plant and equipment

Net cash used in investing activities

Cash flow from financing activities

Dividend paid
Net cash used in financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

Mote

25
21

12

o oo

26

27
27

Year ended 31 December

2017

(513,693)
305,439
(903,020)

(286,611)

(1,397.885)

(755,899)
(11,875)

52,300

(715.474)

(2,113,359)
2,067,775

—[(45,584)

2016

667,781
501,242
(878,628)
(426 173)

{135,778)

(398,500}
(1,432 T34)

232910

(1,580,324}

—a

{500,959}
(500,959)

(2,236,061)
4,303.836

2,087 775

The nates on pages 14 to 40 are an integral part of these financial statements,

13



Mechanical Lloyd Company Limited
Financial Statements
Year ended 31 December 2017

NOTES (continued)
General information
Mechanical Lloyd Company Limited (the “Company”) is a public limited liability company, listed on the

Ghana Stock Exchange and incorporated and domiciled in Ghana. The address of its registered office is
No. 2 Adjuma Crescent, Ring Road West, South Industrial Area, and P. O. Box 2086, Accra.

Summary of significant accounting policies

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

2.1 Basis of preparation

(i} Compliance with IFRS

The financial statements of Mechanical Lloyd Company Limited have been prepared in accordance with
International Financial Reporting Standards (IFRS) and interpretations issued by the IFRS Interpretations
Committee (IFRS IC) applicable to companies reporting under IFRS. The financial statements comply with
IFRS as issued by the International Accounting Standards Board (IASB).

(i) Historical cost convention

The financial statements have been prepared under the historical cost convention except for certain classes
of property, plant and equipment which are measured at fair value.

i} New and amended standards adopted by the Company

A number of new and amended standards have become effective on or after 1 January 2017, The following
are the standards which are applicable to the Company but do not have any material impact on the financial
statements for the year ended 31 December 2017

Amendments to IAS 12, Recognition of Deferred Tax Assets for Unrealised Losses

The amendments clarify the accounting treatment for deferred tax assets of debt instruments measured at
fair value for accounting but measured at cost for tax purposes and confirmed that a temporary difference
exists whenever the carrying amount of an assel is less than its tax base at the end of the reporting period.
The adoption of this amendment did not have a material impact on the Company's financial statements.

Amendments to IAS 7, Statement of Cash Flows: Disclosure Initiative

The IASB issued amendments o IAS 7 Statement of Cash Flows with the intention to improve disclosures
of financing activities and help users to better understand the reporting entities' liquidity positions. Under
the new requirements, entities are required to disclose changes in their financial liabilities as a result of
financing activities such as changes from cash flows and non-cash items (e.g. gains and losses due to
foreign currency movements). The adoption of this amendment did not have a material impact on the
Company's financial statements.

fiv) New and amended standards not yet adopted by the Company

A number of new standards and amendments to standards and interpretations are effective for annual
periods beginning or after 1 January 2017, and have not been applied in preparing these financial statement.
None of these is expected to have a significant effect on the financial statements of the Company, except
the following set out below:

14



Mechanical Lloyd Company Limited
Financial Statements
Year ended 31 December 2017

NOTES (continued)

Summary of significant accounting policies (continued)

2.1 Basis of preparation (continued)

(iv} New and amended standards not yet adopted by the Company (confinued)

"Title of
standard

IFRS 9, Financial instruments

Nature of
change

IFRS 9 addresses the classification, measurement and derecognition of financial assets and
financial liabilities, introduces new rules for hedge accounting and a new impairment model
for financial assets.

Impact

The financial assets held by the Company include trade receivables currently classified as
loans and receivables and measured at amortised cost which meets the conditions for
classification at amortised cost under IFRS 9,

The Company does not expect the new guidance to affect the classification and measurement
of its financial assets.

There will be no impact on the Company’s accounting for financial liabilities, as the new
requirements only affect the accounting for financial liabilities that are designated at fair value
through profit or loss and the Company does not have any such liabilities. The derecognition
rules have been ftransferred from IAS 39 Financial instrumenis: Recognition and
Measurement and have not been changed.

The new impairment model requires the recognition of impairment provisions based on
expected credit losses (ECL) rather than only incurred credit losses as is the case under |AS
39 The Company will assess the impact of the adoption of IFRS 9 on the Company’s financial

statements in 2018,

The new standard also introduces expanded disclosure requirements and changes in
presentation. Management is currently assessing the impact of IFRS 9 on the Company's
financlal statements.

Date of
adoption by
the
Company

‘Mandatory for financial years commencing on or after 1 January 2018, Comparatives for 2017

will not be restated,

Title of
standard

IFRS 15, Revenue from Contracts with Customers

Matureof
change

ThetASE hasissusd a maw standard for the recognition of revenue: Thiswill replace TAS 187
which covers contracts for goods and services and 1AS 11 which covers construction
contracts.

The new standard is based on the principle that revenue is recognised when control of a good
or service transfers to a customer.

The standard permits either a full retrospective or a modified retrospective approach for the
adoption

Impact

Management's preliminary assessment of the effects of applying IFRS 15 identified the
accounting of Ford's extended service plan (ESP) and BMVV Service Inclusive (BS|) as areas
that will be affected. However, based on the total amount received from customers for ESPs
and BSls, management believes accounting for ESPs and BSls in accordance with IFRS 15
will not have any material impact on the Company's financial statements. The directors will
have detailed assessment in 2018

Date of
adaption by
the

_ Company

Mandatory for financial years commencing on or after 1 January 2018. The Company inlends
tc adopt the standard using the medified refrospective approach which means that the
cumulative impact of the adoption will be recognised in income surplus account as of 1
January 2018 and that comparatives will not be restated

15



Mechanical Lloyd Company Limited
Financial Statements
Year ended 31 December 2017

NOTES (continued)

Summary of significant accounting policies (continued)

2.1 Basis of preparation (continued)
(iv) New and amended standards not yet adopted by the Company (continued)

Title of IFRS 16, Leases

standard -

Nature of | IFRS 16 was issued in January 2016. It will result in almost all leases being recognised on

change the balance sheet, as the distinction between operating and finance leases is removed. Under
the new standard, an asset (the right to use the leased item) and a financial liability to pay
rentals are recognised, The only exceptions are short-term and low-value leases.

The accounting for lessors will not significantly change.

Impact The standard will affect primarily the accounting for the Company’s operating leases. As at

the reporting date, the Company has non-cancellable operating lease commitments of
GHg¢435,840 (Note 33). Other operating leases relate to payments in respect of rental
agreements which are usually up to one year and considered short-term and of low value and
as such will be recognised on a straight-ling basis as an expense in profit or loss.
However, for non-cancellable operating lease commitments, the Company has not yet
assessed what other adjustments, if any, are necessary for example because of the change
in the definition of the lease term and the different treatment of variable lease payments and
of extension and termination options. It is therefore not yet possible to estimate the amount
of right-of-use assets and lease liabilities that will have to be recognised on adoption of the
new standard and how this may affect the Company's profit or loss and classification of cash
flows going forward. The Company will carry assessment in 2018

Date of Mandatory for financial years commencing on or after 1 January 2019. At this stage, the

adoption | Company does not intend to adopt the standard before its effective date. The Company

by the intends to apply the simplified transition approach and will not restate comparative amounts

Company | for the year prior to first adoption, even in instances where the leases qualify to be recognised
on the balance sheet N

Title of IFRIC 22, Foreign Currency Transactions and Advance Consideration

interpret-

tation

Nature of | The interpretation clarifies how to determine the date of transaction for the exchange rate to

change be used on initial recognition of a related asset, expense or income where an entity pays or
receives consideration in advance for foreign currency-denominated contracts.

For a single payment or receipt, the date of the transaction should be the date on which the

entity initially recognises the non-monetary asset or liability arising from the advance

consideration (the prepayment or deferred income/contract liability).

If there are multiple payments or receipts for one item, a date of transaction should be

determined as above for each payment or receipt.

Entities can choose to apply the interpretation:

» retrospectively for each period presented

« prospectively to items in scope that are initially recognised on or after the beginning of
the reporting period in which the interpretation is first applied, or

= prospectively from the beginning of a prier reporting period presented as comparative
information.

Impact it is unlikely that the interpretation will have any material impact on the Company's financial

| statements.

Date of Mandatory for financial years commencing on or after 1 January 2018.

adoption

by the

| Company

There are no other standards that are not yet effective and that would be expected to have a material
impact on the entity in the current or future reporting pericds and on foreseeable future transactions.
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Summary of significant accounting policies (continued)
2.2 Foreign currency translation

fa) Funectional 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 and presentation currency.

(t) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates at the
dates of the transactions or valuation where the items are re-measured. 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 generally 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 costs'. All other foreign exchange gains and losses are presented
in profit or loss within ‘other income’ or ‘operating cosis'.

2.3 Property, plant and equipment

Land and buildings are shown at fair value, based on valuations by external independent valuers, less
subsequent depreciation for buildings. Valuations are performed at reasonable intervals to ensure that the
fair value of a revalued asset does not differ materially from its carrying amount. Any accumulated
depreciation at the date of the revaluation is eliminated against the gross carrying amount of the asset, 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.

Cost of an item of property, plant and equipment includes its purchase price and any direct attributable costs,
Cost includes the cost of replacing part of an existing property, plant and equipment at the time  that cost
is incurred if the recognition criteria are met; and excludes the costs of day- to-day servicing of an item of
property, plant and equipment.

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 will flow to the
Company and the cost of 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 fh?'_.l.-' are ncurred

Increases in the carrying amount arising on revaluation of land and buildings are credited to other
comprehensive income and shown as capital surplus account in shareholders’ equity. Decreases that offset
previous increases of the same asset are charged in other comprehensive income and debited against the
capital surplus account directly in equity. All other decreases are charged to profit or loss.

Land is not depreciated (unless it is leasehold), Depreciation on other assets is calculated using the reducing
balance method balance as follows:

Leasehold land 2%
Buildings 217 — 4%
Plant and machinery 10%
Furniture and equipment 10%
Computers 33':%
Motor vehicles 15% - 20%
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NOTES (continued)
Summary of significant accounting policies (continued)
2.3 Property, plant and equipment (continued)

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
recoegnised within other income in profit or loss.

When revalued assets are sold, the amounts included in the capital surplus account are transferred to the
income surplus account.

2.4 Intangible assets
Caomputer software

Computer software are capitalised on the basis of the costs incurred fo acquire and put to use specific
software. These costs are amortised on the basis of expected useful lives. Software has a maximum
expected useful life of 3 years. Software are carried at cost less any amortisation and impairment losses, if

any.
2.5 Impairment of non-financial assets

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recagnised
for the amount by which the asset's carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset's fair value less costs of disposal, and value in use. For the purposes aof
assessing impairment, assets are grouped al the lowest levels for which there are separately identifiable
cash inflows which are largely independent of the cash inflows from other assets or groups of assets (cash-
generating units). Prior impairments of non-financial assets (other than goodwill) are reviewed for possible

reversal at each reporting date.

2.6 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 fo profit or loss on a straight-line basis over the period of the lease.

2.7 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using weighted average
method. Cost of spare parts, trade and non-trading inventories comprises invoice value, freight, insurance,
customs duty and all other costs incurred in bringing the inventories to their present location, less provision
for impairment, if any. The cost of work in progress comprises cost of spares, direct labour and other direct
costs. Net realisable value is the estimated selling price in the ordinary course of business, less applicable
variable selling expenses, Berrowing costs are not included in the cost of inventories.
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Summary of significant accounting policies (continued)
2.8 Financial assets

Classification

All financial assets of the Company are classified as loans and receivables, based on the purpose for which
the financial assets were acquired, The directors determine the classification of the financial assets at initial

recognition.

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

Recognifion and 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 receivables are initially recognised at fair value
plus transaction costs and subsequently carried at amortised cost using the effective interest method.

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,

Impairment of financial assets

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 recrganisation, and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or ecenamic conditions
that correlate with defaults,

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 ariginal 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

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,

2.9 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, they are 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. A provision for impairment is made on a case by case
basis and when there is evidence that the amount due will not be fully recovered at the original cost.
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NOTES (continued)
2 Summary of significant accounting policies (continued)

2.10 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. In the statement of financial position, bank overdrafts are shown within borrowings in current

liabilities.
2.11 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.

212 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently
carried at amortised cost. Any differences between the 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 settiement
of the liability for at least 12 months after the end of the reporting period.

2.13  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. 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.

2.14 Income tax

The income tax expense or credit 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

— mcome-ordirectly-imequity_imthiscase; the income tax s also recognised Imother compreiensiveIncomeor
directly in equity, respactively.

Current income tax

Current income tax is the amount of income tax payable on the faxable 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
laws enacted or substantively enacted at the reporting date. Management pericdically 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.
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Summary of significant accounting policies (continued)

2.14  Income tax (continued)

Deferred income fax

Deferred income tax is recognised, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements. However, deferred
income tax liabilities are not recognised if they arise from the initial recognition of goodwill. Deferred income
tax is also not accounted for if it arises from initial recognition 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 asset is realised or the 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 enforceabie right to offset current
fax assels against current tax liabilities and when the deferred income taxes assets and liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different taxable
entities where there is an intention to settle on a net basis.

2.15 Provisions

Provisions are recognised when: the Company has a present legal or constructive obligation as a result of
past events; itis 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,

2.16  Employee benefits
The Company operates defined contribution retirement benefit schemes for its employees.

Retirement benefit obligations
The Company and all its employees contribute to a defined contribution plan.

A defined contribution plan is a pension scheme 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.

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
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217 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable for the sale of goods and
services rendered in the ordinary course of the Company's activities.

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 balow.

Revenue is recognised as follows:

(i} Sales of vehicles and parts are recognised in the peried in which the Company has delivered products to
the customer, and there is no unfulfilled obligation that could affect the customer's acceptance of the
products. Delivery does not occur until the transfer of risks and rewards, and the products have been

accepted by the customer,

No element of financing is deemed present as the sales are made within credit terms, which is consistent
with the market practice. The Company does not operate any loyalty programmes,
(1) Service revenues are recognised in the period in which the services are rendered.

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

218 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 sarned 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,

219  Segment reporting
eTeported imanTannerconsistent with the internal reporting provided tothe 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.
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3. Critical estimates, judgements and errors
31 Critical accounting estimates and assumptions

The preparation of financial statements requires the use of accounting estimates which, by definition, will
seldom equal the actual results. Management also needs to exercise judgement in applying the Company's
accounting policies. This note provides an overview of the areas that involved a higher degree of judgement
or complexity, and of items which are more likely to be materially adjusted due to estimates and assumptions
turning out to be wrong.

The following critical accounting estimates were made in the preparation of Company's financial statements
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 property, plant and equipment

Management has adopted a five year cycle to assess fair values of property, plant and equipment. Property,
plant and equipment were last fair valued in 2012, The fair value was determined by using the higher of
replacement cost and income valuation technigues, The calculation of fair value using income valuation
lechnigue is subject to the following key assumptions: Discount rate of 8.5% and forced sale value at 70%.
Management is of the opinion that the carrying amount of property, plant and equipment is not impaired and
not materially different from its fair value at the reporting date.

3.2 Critical judgements in applying the entity’s accounting policies

Trade receivables

Management exercises judgements in determining recoverable amount of impaired receivables when there
is objective evidence to suggest that trade accounts receivable balance is impaired. The impairment
assessment is carried out on cases by case basis with focus on customers who had defaulted on their
payment terms, Management determines whether there are observable data indicating that a frade
— ———receivable balance s Impalred. This evidence may include information.and data indicating that there -has
been an adverse change in the payment status of customers and a review of accounts history of customers.
Management uses estimates based on historical loss experience for credit customers. Estimates are
reviewed at least once a year to reduce any differences between loss estimates and actual loss experignce.
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Property, plant and equipment

Furniture
Plant and and Motor

Buildings machinery equipment Computers vehicles Total
Cost/valuation
At 1 January 2017 33,623,512 497,170 2,953,388 1059408 2,303,698 40,437,176
Additions : 65,950 134,256 60,973 494,720 755,899
Disposals = - = (40,041) (40,041)
At 31 December 2017 33,623,512 563,120 3,087,644 1,120,381 2,758.377 41.153,034
Accumulated
depreciation
At 1 January 2017 3,317,193 235,254 1,337,131 620,555 625,263 6,135,386
Charge for year 841,150 26,255 170,299 151,843 272,889 1,462,536
Released on disposal - ; : - (22,497) (22,497)
At 31 December 2017 4,158,343 261,509 1,507,430 772,498 875,645 _7.575425
Net book amount
At 31 December 2017 29,465,169 301,611  1.580,214 347,883 1,882,732 33,577,609
Cost/valuation
At 1 January 2016 33,475,709 338,861 2,879,695 789,171 1.728495  3g9211,932
Additions 147,803 158,309 73,692 273,516 779,414 1,432,724
Disposals : = 3,279 204.211 {207,490)
At 31 December 2016  33.623.512 497,170 2953388  1.059408 2303698 40437176
Accumulated
depreciation
At 1 January 2016 2,442 592 208,516 1,162,241 430,845 929,507 4,791,801
Charge for year 874,601 28,738 174,890 172,558 151114 4402782
Released on disposal : : : 3.279 55.368 (58,647)
At 31 December 2016 3,317,193 235254 1.337.131 620,555 825253 6135386
Met-book-amoont
At31 December 2016 30,306.319  261.916 1,616,257 438,853 1678445 34,301,790

The buildings were revalued on 30 November 2012 by independent professional valuers. Valuation is on
the basis of open market value. If buildings were stated on historical cost basis, the amounts would be as

follows:

Cost

Accumulated depreciation

Met book amount
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2017

3,618,200
(1,587,078)

2,021,122

2016

3,618,200
(1,534,569)

2,083.631
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Property, plant and equipment (continued)

2017 2018
Profit on disposal of property, plant and equipment
Cost 40,041 207 490
Accumulated depreciation {22,497) (58.647)
MNet book amount 17,544 148 843
Disposal proceeds (52,300} (232.910)
Gains on disposal {34,756) (84.067)

Fair values of buildings

The buildings were revalued on 30 November 2012 by independent professional valuers to determine the
fair value at 31 December 2012. The revaluation surplus net of applicable deferred income taxes was
credited to other comprehensive income for the year ended 31 December 2012. The net revaluation surplus
is currently shown in capital surplus account in equity (Note 15). The directors are of the view that the fair
value of buildings at 31 December 2017 is not materially different from its carrying value. The fair value
levels of hierarchy are defined as follows:

*  Quoted prices (unadjusted) in active markets for identifiable assets or liabilities (Level 1).

*  Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2).

« Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (Level 3}

The fair value hierarchy for buildings carried at fair value is shown below:

2017 2016
Fair value measurement using other observable input (Level 2) 29,465,169 30,306,318

Valuation techniques used to derive level 2 fair values

Level 2 fair values of buildings have been derived using the income approach. Rental values of similar
properties within the locality of the Company's buildings were used and adjusted per sguare meter. The
most significant input into this valuation approach is rental values per square meter.

Intangible assets

The intangible assets represents capitalised computer software.

2017 2016
Cost
At 1 January 792,189 792,189
Additions 11,875 -
At 31 December B04,064 792,188
Amortisation
At 1 January 557,850 442 429
Charge for the year 79,618 115,421
At 31 December 637,468 557,850
Net book amount 31 December 166,596 234,339
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6. Other prepayments

Other prepayments represent part payment for lands in the course of acquisition for which the Company is
yet to secure all the legal registration requirements. The carrying amounts of lands for which the Company
has secured all the legal registration requirements are transferred to property, plant and equipment.

2017 2018
At 1 January 2,056,425 1,656,925
Additions - 380,500
At 31 December 2,056,425 2,056,425
Inventories
Vehicles 12,338,014 9,450,111
Spare parls 6,331,555 6,041,814
Goods in transit 3,147,058 1,343,795
Work-in-progress 382,834 316,928
Non-trade inventories 146,217 111.001
22,345,678 17,263,649

The cost of inventories recognised as an expense and included in cost of sales amount to GH¢24,157 339
(2016: GH¢38.895,168). No amount was charged to profit or loss for damaged and obsclete inventories
during the year (2018: Nil),

8. Trade and other receivables

2017 20186
Trade receivables - gross 4,820,631 6,535,174
Less provision for impairment of trade receivables (1,299,827) 1,207 818)
Trade receivables - net 3,520,804 5,327,358
Staff receivables 1,206,866 679,385
Other receivables 1,358,717 112,037
Prepayments 73,973 115,313
6,160,360 6,234 093

The maximum ameount of staff indebtedness during the year did not exceed GH¢1,210,000 (2016:

GHg680,000).

The fair values of frade receivables, other receivables (excluding recoverable VAT and prepayments)
and staff receivables approximates their carrying values.

Maovements on the provision for impairment of (rade receivables are as follows:

2017 2016
At 1 January 1.207,816 1,207 816
Increase during the year 92,011 -
At 31 December 1,299,827 1,207 816
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8. Trade and other receivables (continued)
Current 2017 2016
Trade receivables 3,520,804 5,327,358
Staff receivables 329,457 291 351
Other receivables 1,358,717 112,037
Prepayments 73,973 115.313
5,282,951 5,846,059
MNon-current
Staff receivables 877.409 388,034
6,160,360 6,234,093
9. Cash and bank balances
Cash in hand 45,038 49,014
Cash at bank 2,305,293 3,319,401
2,350,331 3,368.415
10. Deferred income fax
Charged/ Charged to
(credited) other
At to profit comprehend- At
1 January orloss siveincome 31 December
Year ended 31 December 2017
Property, plant and equipment
- on historical cost basis 117,202 79,3559 - 196,561
- on revaluation surpluses 3,857,833 - 2 571,656 6,429,889
Intangible assets 48,333 (B,662) - 39,671
Carry forward tax losses (1,282.6158) (980,804) - (2,263,419)
Provision for doubtful debts (301,954) (23,003) - (324,957
Other provisions (201,775) 154 786 5 (46,989)
Finance cost - (407 ,479) - (407.479)
2.457.124 (1,185,803) 571,956 3,623,277
Comprising:
Deferred income tax assat (1,786,344) (1,256,500) - (3,042,844)
Deferred income tax liability 4,023,468 70,697 2,571,956 6,666,121
2,237 124 (1,185,803) 2,571,956 3,623,277
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10. Deferred income tax (continued)
Charged/ Charged to
(credited) other
At to profit comprehend- At
1 January or loss sive income 31 December
Year ended 31 December 2016
Property, plant and equipment
- on historical cost basis (381,003) 498,205 117,202
- on revaluation surpluses 3,857,833 - 3,857,933
Intangible assets 66,036 (18,603) 48 333
Carry forward tax losses - (1,282 615) (1,282,615)
Provision for doubtful debts (301,954) - (301,954}
Other provisions (722,050) 520,275 (201,775)
Unrealised exchange losses {411.088) 411,088 -
2,108 774 128.350 2,237,124
Comprising:
Deferred income tax asset (1,816,095) 29751 {1,786,344)
Deferred income tax liability 3.924 869 98,599 - 4,023,468
2,108,77 _ 128,350 2,237,124
Deferred income tax charged fo other comprehensive income represents the impact of change in capital gains
tax rate applicable to corporate entities from 15% to 25% during the year.
11. Trade and other payables
2017 2016
Trade payables 24,228,809 17,584,996
Accrued charges and provisions 827,865 1,187,773
Sundry payables 451,644 246,878
25,508,318 18,990,645
The fair values of trade payables, accrued expenses and sundry payables (excluding advance receipts and
indirect taxes) approximate to their carrying values.
12.  Current income tax

Year ended 31 December 2017

Corporate income tax;

Upto 2016
2017

Capital gains tax:

Up to 2016

At
1 January

(754,514)
(754,514)

2,807,608
2.0563.094
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Charge for

the year

38,379

38,379

Payments

during the year

At
31 December

. (716,135)
(286.611) (286,611)
(286,611) (1,002,746)

_ 2,807,608
(286,611} 1,804,862
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Current income tax (continued)

At Charge for
1 January the year
Year ended 31 December 2016
Corporale income tax:
Upto 2015 (428,348) -
2018 - 1487
(428,348) 1,487
Capital gains tax;
Upto 2015 2,906,128 -
2016 £ 2
2.477,780 1487

Payments
during the year

(61,568)
(266.085)
(327,653}

(98.520)
(426,173)

All tax liabilities are subject to the agreement of the Ghana Revenue Authority.

Borrowings

Current
Bank overdrafts

Bank overdraft

2017

2,395,915

At
31 December

(489,916)
264,598)
(754,514)

2,906,128

(98,520)
2,053,094

2016

1,200,640

The Company's overdraft facilities not exceeding GHg4 million (2016 GH¢4 million) are secured by a
debenture over the floating assets of the Company, registered and stamped to cover GH¢8 million.

Letters of credits

There were no approved letters of credit at the reporting date. The Company had approved letters of credit
facilities not exceeding GH¢23,055,000 at 31 December 2016. The facilities are secured by a legal mortgage
over specified properties of the Company, registered and tamped to cover GH¢S.7 million.

Stated capital

Stated capital represents share capital of the Company. The authorised ordinary shares of the Company is
100,000,000 ordinary shares of no par value out of which 50,095,925 (2016: 50,095,926) have been issued

as follows:

No. of shares

lssued for cash consideration
Rights issue
Transfer from income surplus

There was ne change in stated capital during the year (2016: Nil).

11,426,643
34,011,865
4,657,417

90,095,925

Proceeds

47,792
2,708,790
14,904

2,771,486

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

shares.
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15. Capital surplus account
2017 2016
At 1 January 21,861,622 21,861 622
Deferred income tax charge (Note 10) (2,571,956) -
At 31 December 19,289,666 21,861,622
The capital surplus account is the unrealised appreciation from the revaluation of the Company's land and
buildings. The revaluation surplus arose from an independent professional valuation of the Company’s land
and buildings. The latest valuation was performed on 30 November 2012. Capital surplus is not available for
distribution.
16. Income surplus account
The income surplus account represents earnings retained by the Company. Movements in the income
surplus account are shown in the statement of changes in equity on page 12 of these financial statements.
17. Revenue
2017 2018
Sale of goods — motor vehicles and farm equipment 22,654,290 389 323,040
- spare parts 9,740,398 9.728271
Total revenue from sale of goods 32,294,688 49,051,311
Revenue from services 2,258,048 1,913,501
34,552,736 90,964,812
18. Cost of sales
\ehicles and farm machinery 17,046,576 29,880 266
Spare parts 7,110,763 9,014 803
Staff costs (Note 22) 2,472,293 2,786,737
Other direct expenses 802,393 1,033,130
Overheads 744,195 879,666
28,176,220 43,574,702
19. Administrative costs
Administrative costs include;
Staff costs{excluding executive directors’ emoluments) 3,263,707 3,322,653
Executive directors’ emoluments (Mote 28) 1,233,951 1,108,830
MNon-executive directors' emoluments (Note 28) 119,000 114,300
Depreciation (Note 4) 1,462,538 1402 232
Amaortisation of intangible assets (Note 5) 79,618 115,421
Auditor's remuneration 164,880 150,244
Other consultant fees 33,681 46,193
Bank charges 783,651 942 357
Electricity and power 787,806 812,348
MNet exchange losses 820,214 -
Donations 2,000 20378
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20. Other income
2017 2016
Miscellaneous income 494,469 240,714
Income from clinic services 216,934 286,615
Commission and fees eamed on special projects 1,771,131 125,606
Net exchange gains - 529214
Rental income 13,282 12,876
Gains on disposal of property, plant and equipment (Note 4) 34,756 84,067
2,530,572 1.279.092
21. Finance income and costs
Finance income:
Interest on treasury bills = 254,492
Interest income on credit sales 305,439 246,760
305,439 201,242
Finance costs:
Interest on loans 170,019 98,536
Interest charges on outstanding payables 767,242 780,092
_ 937,261 _ 878,628
22. Staff costs
Wages and salaries (including executive directors’ salaries) 6,107,095 6,271,650
Pension contributions 862,856 926,270
6,969,951 7,187,920
The number of persons employed by the Company at the year-end was 157 (2016. 178).
Remuneration of staff and technicians who work in workshop are charged fo cost of sales.
Staff costs are charged to cost of sales and administrative costs as shown below:
2017 2016
Cost of sales 2,472,293 2,766,737
Administrative costs 4,497,658 4,431,183
6.969,951 7,197,920
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23. Income tax expense

Current income tax charge (Note 12)
Deferred income tax (credit)/charge (Note 10)

2017

38,379
(1,185,803)

(1,147 424)

2016

1,487
128,350

129,837

The tax on the Company's loss before tax differs from the theoretical amount that would arise using the

statutory income tax rate applicable to profits as follows:

Loss before income tax

Tax charged at corporate tax rate of 25% (2016:25%)

Expenses not deductible for tax purposes
Income taxed at different rate

Utilisation of previously unrecognised temporary difference

Adjustment in respect of prior years

24, Loss pershare

Loss for the year

Number of ordinary shares (Number)
Basic and diluted loss per share (Ghana pesewas)

2017

(4,119.,049)
(1,029,762)
77,834

(228,875)

33,379

11.147,424)

12,971,625)

50,095,925
— (5.93)

2018

(2673, 281)

(668,320)

376,525
(2,206)

423 838

i e Sl

129,837

-{2,803,118)
50,085,825
(560

There were no potentially dilutive shares outstanding at 31 December 2017 or 2016. Diluted earnings per

share are the same as basic earnings per share,

25. Cash (used in)/generated from operations

Loss before income tax
Depreciat_iun charge (Note 4)

— ————Amortisation-of intangible-assets (Note 8y 79,648 115421

Gains on disposal of property, plant and equipment (Note 4)

Finance income (Note 21)

Finance costs (Note 21)
(Increase)/decrease in inventories
Decrease in trade and other receivables

Increase/(decrease) in trade and other payables
Cash (used in)/generated from operations
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2017 2016
(4,119,049) (2,673,281)
1,462,536 1,402,232

(34,756) (84,067)
(305,439) (501,242)
937,261 878,628
(5,082,029) 5,002,296
73,733 859,309
6,474,432 (4.331,515)
—1513,693) _687,781
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Dividend

At January
Final Dividend declared for 2015
Payment

At 31 December

2017

2016

200,859
(500,958)

No dividends were declared for the years ended 31 December 2017 and 31 December 2016. At the annual
general meeting of 16 June 2016, a final dividend of GH¢0.0010 per share amounting to GH¢500,959 was
declared for the year ended 31 December 2015. The dividend was paid in 2016

Cash and cash equivalents

Cash and cash equivalents comprise the following:

Cash and bank balances (Note 9)
Bank overdrafls (Note 13)

Related party transactions

2017
2,350,331

(2,395,915)
—(45,584)

20186

3,368,415
(1,300,640)

2,067,775

The managing director owns 29.89% (2016: 29.99%) of the Company's issued shares as of the reporting

date,

Key management compensalion

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:

2017 2016
Key management
Salaries 1,951,713 1,108,777
Defined contributions scheme 81,013 87,638
2 U04,7£0 Ligfaly
Directors' remuneration
Fees for services as a director 119,000 114,300
Other emoluments (included in key management compensation
above) 1,233,951 1.108.630
1,352,951 1,222,030
Car loans to key management
At 1 January 491,653 338,721
Loans advanced during the year 1,401,147 3rz 17
Interest charged 70,345 89,525
Loan repayments received {956,330) {308,710)
1,006,815 491,653

Car loans are recovered through the monthly payroll in accordance with the payment plan. No provision
were reguired in 2017 (2016 Nil) for car loans given to key management personnel,
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Segmental reporting

Management has determined the operating segments based on the reports reviewed by the Managing
Director that are used to make strategic decisions. 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 BMVW, Ford, Massey Fergusson, and servicing of vehicles.

Year ended 31 December 2017 Massey

BMW Ford Fergusson Servicing Total
Revenue 9,088,036 12,551,742 914,512 11,098,446 34,552,736
Cost of sales (7,133,486) (9,641.451) (722,050) (10.679.233) (28,176,220)
Gross profit 1,954,550 2,910,291 92462 1,319,213 6,376,516
Administrative costs (12,394,315)
Other income 2,530,572
Operating loss (3,487,227)
Finance income 305,439
Finance costs (937,261)
Loss before income tax (4,119,049)
Income tax credit 1,147,424
Loss for the year (2,971,625)
Year ended 31 December 2016
Revenue 13,724 305 22486351 3112384 11641772 50,864 812
Cost of sales (10,466, 440) (17,352,999) (2,060,827) (13,694 4386) (43,574,702)
Gross profit 3,257,865 5133352 1,051,557 _(2.052 664) 7,390,110
Administrative costs (10,965,097)
Other income 1,278,082
Operating loss (2,295 895)
Finance income 501,242
Finance cosfs __(678,628)
Loss before income tax (2,673,281)
Income tax expense (128,837}
Loss for the year (2.803.118)

The Chief operating decision maker in assessing the performance of the repertable 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.
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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 Cempany are exchange rate
risk, credit risk and liguidity risk.

Risk management is carried out by the management of the Company under policies approved by the board
of directors. Management identifies, evaluates and designs policies to manage the company's exposures to
financial risks.

301 Market risk

Market risk is the risk that movements in market rates, foreign exchange rates, interest rates, and 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,

Foreign exchange risk

The Company seeks to reduce its foreign currency exposure through a policy of matching, as far as possible,
assels 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 mainly Eure and
US dollar (USD) denominated liabilities. Management manages its foreign exchange risk by holding foreign
currency bank accounts which act as a natural hedge for purchases of motor vehicles and farm machinery
equipment. Currency exposure arising from liabilities denominated in fareign currencies is also managed by
processing payments of foreign currency denominated payables as early as possible.

At 31 Decamber 2017, if the currency had weakened/strengthened by 1% against the Euro with all other
variables held constant, post-tax loss for the year would have been GHgB82 252 (2016 GHgE8 225)
lowerfhigher, mainly as a result of Euro denominated trade payables and bank balances,

At 31 December 2017, if the currency had weakened/strengthened by 1% against the US dollar with all other
variables held constant, post-tax loss for the year would have been GHg51,080 (2016: GH¢722) higher/lower
mainly as a result of US dollar denominated trade payables and bank balances.

At 31 December 2017, if the currency had weakened/strengthened by 1% against the pound with all other
variables held constant, post-tax loss for the year would have been GHgE58 (2018; GH¢ 1,058 higher/lower)
mainly as a result of pound denominated trade payables and bank balances.

The table below shows financial assets and liabilities categorised by currency at their carrying amount.

USD (US$) GBP (£) EURO(€) GHS (GHg) Total
Year ended 31 December 2017
Financial assets
Trade and other receivables 5,978 427 5,978,427
Cash and bank balances 1,488,500 65,854 306,848 489,128 2,350,331
Total financial assets 1,488,500 65854 306,848 6467556 8,326,758
Financial liabilities
Trade and other payables 5,219,796 21,805 10,660,118 8,728 402 24,730,221
Bank overdrafts - - - 2395915 2,395,915
Total financial liabilities 5,319,796 21,905 10,660,118 11,124317 27,126,136
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Financial risk management (continued)
30.1 Market risk {continued)
Foreign exchange risk (continued)

USD (USS) GBP (E) EURO(€) GHS (GH¢) Total
Year ended 31 December 2018

Financial asseis

Trade and other receivables 6,009,427 6,009 427

Cash and bank balances 1.783.096 141,261 806,690 637,388 3.368.415
Teotal financial assets 1,783,098 141,261 806,650 6,646,795 8 377.842
Financial liabilities

Trade and other payables 1,683,048 20,355 8,303,806 7,870,014 17,877,024
Bank overdrafts - - - 1,300.640 1,300,840
Total financial liabilities 1,683,045 20,355 8,303,806 8270654 18277 664

Interest rale risk

The Company’s exposure to the risk of changes in market interest rates relates primarily to the Company's
debt 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 menitors financing options available to ensure
optimum and attractive interest rates are obtained.

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 reporiing date.

The Company used sensitivity analysis technigue to measure the estimated impact in the profit or loss fram
an instantaneous increase or decrease of 1% (100 basis points) in market interest.

The Company calculates the impact on profit or loss of a defined interest rate shift. Based on the simulation
performed, the impact on post-tax profit of a 1% shift would be a maximum increase or decrease in finance
cost of GH¢ 1,700 (2016: GH¢985) per annum,

Price risk
The Company does not hold any financial assets or liabilities subject to price risk
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Financial risk management (continued)
30.2  Credit risk

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 contrelled through credit control policy whereby credit sales are only
made to government agencies and institutional customers. The Company extends credit to customers up
to one year,

The Company does not hold any collateral as security. The amount that best represents the Company's
maximum exposure to credit risk is the carrying value of the trade receivables and other receivables
{excluding non-financial assets) and bank balances as follows:

2017 2016
Trade and other receivables 5,978,427 6,009 427
Bank balances 2,305,293 3.318.401
8,283,720 8.328.828
Trade receivables
Analysis of gross trade receivables by credit quality is as follows:
2017 2018
Neither past due nor impaired 1,019,733 2,337 584
Past due but not impaired 2,501,071 2,089,774
Impaired 1,299,827 1.207.816
4,820,631 6.535.174

At 31 December 2017, trade receivables of GHg1 299,827 (2016: GH¢1,207,818) were impaired and have
been fully provided for,

Staff receivables

Staff receivables are recovered through the monthly payroll in accordance with the payment plan. Staff
receivables are neither past due nor impaired.

Other receivables

Sundry receivables are neither past due nor impaired,

Bank balances

The Company manages credit risk relating to bank balances by having banking relatienships with only
financial institutions licensed by the Bank of Ghana.

30.3 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with
financial liabilities. The Company maintains 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 banks which provides the Company with an option to
maintaining liquidity and continuity in funding.
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Financial risk management (continued)

30.3  Liquidity risk (continued)

The Company has incurred debts but also hold liquid assets to meet immediate cash requirements, 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 13.
The table below analyses the Company’s financial liabilities into relevant matu rity groupings based on the

remaining period at the reporting date to the contractual maturity date, The amounts disclosed below are
the contractual undiscounted cash flows.

Total
At 31 December 2017
Bank overdrafts 2,934,996
Trade and other payables 24,730,221
Total financial liabilities 27,665,217
At 31 December 20168
Bank overdrafts 1,632,303
Trade and other payables 17,977,024
Total financial liabilities 19,609,327

All financial liabilities are payable within twelve months.

Capital management

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
amaunt of dividends paid to shareholders, issue new shares, or sell assets to reduce debt,

There is no externally imposed capital requirement.
The Company monitars 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,

The gearing ratios at 31 December 2017 and 2018 were as follows:

2017 2016
Barrowings (Note 13) 2,395,915 1,300,640
Less: Cash and bank balances (Note 9) (2,350,331) (3,368.418)
Net debt 45,584 (2,067, 775)
Total equity 33,324 627 38,868,208
Total capital 33,370,211 36,800,433
Gearing ratio 0.14% N
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Fair values of financial assets and liabilities

The fair value of a financial instrument is defined as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date,
Financial instruments utilised by the Company during the years ended 31 December 2017 and 31
December 2018 with information regarding the methods and assumptions used to calculate fair values are
summarised as follows:

Current assets and liabilities

Financial instruments included within current assets (excluding staff loans) and current liabilities (excluding
cash and borrowings) are generally short term in nature and accordingly their fair values approximate to
their book values.

Staff loans

The fair values of staff loans are based on discounted cash flows using 22.5% (2016: 25.5%) at the
reparting date.

Borrowings

At the reporting date, borrowings comprise mainly bank overdraft with floating interest rates and expiring
dates not exceeding one year. The carrying values approximate fair values due to short term nature and
financial liabilities having floating rates.

The table below sets out the Company's classification of each class of financial assets and liabilities. and
their fair values

Other
liabilities

Loans and amortised
At 31 December 2017 receivables cost Total Fair value
Financial assets
Trade and other receivabies 5,878 427 - 5,978,427 5,662,072
Cash and bank balances 2 a3 _ - 2,350,331 _2.350,331
Financial liabilities
I'rade and offier payables - 24,730,221 24,730,221 24,730,221
Bank overdrafts 2,395915 _2.395,915 -23,95,915
At 31 December 2016
Trade and other receivables 6,008 427 6,008,427 5718 307
Cash and bank balances 3,368,415 3,368,415 _3.368415
Financial liabilities
Trade and other payables 17,977,024 17,877,024 17,977,024
Bank overdrafts - 1,300,640 1,300,640 1,300,640
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Commitments

Capital commitments

Capital commitments at the reporting date amounted to nil (2016: nil)
Operaling lease commitments

The Company leases outlets under non-cancellable cperating 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:

2017 2016
Not later than 1 year 108,960 101,280
Later than 1 year and not later than 5 years 326,880 405,120

Contingent liabilities
Claims

The Company is defending legal actions brought by various persons for claims of GH¢ 1,665,150 (2016:
GH¢2,727 083). Management has assessed the likelihood of these legal proceedings resulting in financial
commitments and payments by the Company and concluded that this is not probable. No provision has been
made in the financial statements following professional advice and management's assessment of these
proceedings.

35. Subsequent events

There were no significant events after the reporting date that needs to be adjusted or disclosed.
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SHAREHOLDERS INFORMATION
1. Details of 20 largest shareholders

The twenty largest shareholders in the Company and the respective number of shares held at 31 December
2017 are as follows:

Names Number of shares % Shareholding
Mr. Terence R.K. Darko 15,024,381 2599
Mega African Capital Ltd 3,774,500 7.53
Mr. Michaesl O. Darko 2,441,600 4.87
Mr. D. M. Darko 2,052,000 4.10
Mr. G. A. Darko 2,052,000 4.10
Mrs. K. Y. Darko — O'Kell 2,052,000 410
Mr. T. R. Darko {Jnr} 2,052,000 410
SCBEN/ Mega African Capital 1,862,700 3.72
Mr. C. N, Darko 1,198,752 2.39
Ms. S. A. Darko 1,198,745 2.39
Ms. R. J. Darko 961,305 182
Ms. Caroline B. Darko 845 967 1.69
Mr. P. K. Abosi-Appeadu 635,300 1.27
Ms. E, A, Darko 600,000 1.20
Coco - Mutual Fund Trust 581,700 1.16
Mr. Daniel Ofori 554 300 1.11
Alpine Properties Limited 550,700 1.10
Zigma Investment Club 526 600 1.05
Ms. Lucy S. Darka 508 485 1.01
Ms. Esther S. Darko 504,561 1.01
Reported totals 39,977 576 79.81
Mot reported 10,118,349 20.19

2, Number of shareholders

The number and distribution of ordinary shareholders with equal voting rights as at 31 December 2017 was
as shown below:

No. of
holders Total holding % Holdings
1-1,000 3147 1,289,371 257
1,001 - 5,000 595 1,528,202 3.08
5001 -10,000 103 813 772 1.63
10,001 and above 121 46,464,580 92.75
4,086 50,085,625 100.00
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3. Five year financial summary

{All amounts are thousands of Ghana cedis unless stated otherwise)

2017 2016 2015 2014 2013
Statement of comprehensive income
Revenue 34,553 50,965 46 827 30,641 38410
(Loss)/profit before income tax (4,119) (2,673) 9,632 (4,0768)  (1,461)
{Loss)/profit after income tax (2,972) (2.803) 8,785 (3,508) (1,027)
Other comprehensive income — (loss) (2,572) - - - .
Total comprehensive income — (loss) (5,544) (2,803) 8,785 (3.508) {1.027)
No. of shares in thousands 50,095 50,095 50.095 50,085 50.095
Earnings per share;
Basic and diluted (loss)/feamings per
share (Ghana pesewas) (5.93) (5.60) 1254 (7.00) {2.05)
Statement of financial position
Assets
Non-current assets
Property, plant and equipment 33,578 34,302 34,420 32,955 32,338
Intangible assets 167 234 350 522 632
Other prepayments 2,056 2,057 1,657 675 675
Other receivables 877 388 - - -
Total non-current assets 36,678 36,981 36,427 34,152 33,645
Current assets 29,979 26,478 33,874 33,539 31,782
MNon-current asset held for sale - - - 12.980 12,960
Total assets 66,657 63,459 70,301 80,651 78,387
Liabilities
Non-current liabilities 3.623 2,237 2,109 6,822 7,582
Current lizabilities 29,702 22,354 26,020 39,440 32,389
Total liabilities 33,332 24 591 28129 46,262 35,991
Met assets 33,325 38,868 42172 24,389 38.396
Equity
Stated capital 2,771 2 774 2774 2,774 2,774
Capital surplus account 19,290 21,862 21,862 21,862 21,862
Income surplus account 11,264 14,235 17,539 9,758 13,763
Total equity 33,325 38,868 42172 34389 3839
Dividend paid per share {Ghana
pesewas - = _1.00 _2.00 _1.00 _1.50
Net assets per share (Ghana pesewas) _66.52 A7.59 84.18 68.65 16.64
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF MECHANICAL LLOYD COMPANY LIMITED

REFORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Our upinién

In our opinian, the financial statements give a frue and fair view of the financial position of Mechanical Lloyd
Company Limited as at 31 December 2017, 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 reguired by
the Companias Act 1863 {Act 179).

What we have atdited

We have eudited the financial statements of Mechanical Lloyd Company Limited (the 'Company") for the
year ended 31 December 2017,

The financial statemants on pages 10 to 40 comprice,

statement of financial position as at 31 December 2017;

statement of compreheansiva income for the year then ended;

statement of changes in equity for the year then ended;

statement of cash flows for the year then ended; and

the notes to the financial statements, which include a2 summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our respensibilities
under those standards are further described in the Auditor's responsibilities for the audit of the financial
statements section of our report.

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

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESEA Code). We have fulfilled our other ethical

responsibilities in accordance with the IESBA Code.

Key audit matters

Key audit matters are those matters that, in our professional judgement, wera of most significance in our
audit of the financial statements of the current pericd. These matters were addressed in the contzxt of our

—mmwmmmmmmmmmmw—

provide a separate opinion on these matters



INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF MECHANICAL LLOYD COMPANY LIMITED (continued)

Key audit matters (continued)

Key audit matter How our audit addressed the key audit matter

Allowance for impairment of trade
receivables - GH¢1,299,827

Gross trade receivables at 31 December 2017 Our audit procedures included evaluating the design

amounts to GH¢4,820,631 against which of selected controls, and testing the operating
allowance for impairment provision effectiveness of selected controls over the extension
GH¢1,299,827 were recognised. of credit facilities to customers.

Allowance for impairment of trade receivables is | We obtained from management the basis for

a key area of focus due to the significant allowance for impairment on trade receivables at the
judgement management exercises in identifying reporting date.

whether there is any indicator of impairment and
in determining the timing of recognition and the | We assessed the adequacy of amount recognised as
estimation of any impairment. allowance for impairment on trade receivables by
evaluating the reasonableness of management's

As described in accounting policies (note 2.9 ) estimate, and assessing payment history of selected
and disclosed in trade and other receivables customers.

(note 8) and credit risk management (note 30.2)
of the financial statements, the Company fully We also assessed the recoverability of selected trade
provided for individually identified impaired receivables by testing post year end receipts from
trade receivables of GH¢1,299,827 at the customers.

balance sheet date.

The indicators the Company considers and
critical judgements management exercises in
providing for impaired trade receivables are
disclosed in note 3.2 of the financial statements.

Other information

The directors are responsible for the other information. The other information comprises the Financial
Highlights, Report of Directors, Corporate Governance Report, Sharehalders Information and Five Year
Financial Summary but does not include the financial statements and our auditor's report thereon, which
we obtained prior to the date of this auditor's report and the Chairman’s Review, which are expected to be
made available to us after that date.

Our opinion on the financial statements does not cover the other information and we do not and will not
express any form of assurance conclusion thereon.

In_connection with our audit of the finmammmmrmmsmrt-ywm--mmtmﬁmm

B identifigﬂjm\aa.and,_in..d.ojng,.sof.c:gnsider—whet—heHhe—efhe*-infermaﬁon-is-matmiaﬂﬁrrcunsistenfwith the

financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this
auditor's report, we conclude that there is a material misstatement of this other information. we are reguired
to report that fact. We have nothing to report in this regard.

When we read the Chairman’s Review and we conclude that there is a material misstatement therein, we
are required to communicate the matter to those charged with governance.



INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF MECHANICAL LLOYD COMPANY LIMITED (continued)

Responsibilities of the directors 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 in the manner required by the Companies
Act, 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 misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosmg as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

The directors are responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected fo influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

e lIdentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control:

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control;

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

» Conclude on the appropriateness of the directors' use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
—We conclude that a material uncertainty exists, we are required to.draw.attention-in-our-auditor's-report
—tothe related disclosures in the financial statements or, if such disclosures are inadequate, to medify ———
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the Company to cease to continue as a going
concern; and

* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit,

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and have communicated with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.



INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF MECHANICAL LLOYD COMPANY LIMITED (continued)

Auditor's responsibilities for the audit of the financial statements (continued)

From the matters communicated with the directors, we determine those matters that were of most
significance In the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, In extremely rare circumstances, we determine that a matter should
nat be communicated in our report because the adverse consequences of doing so would reasonably be
expected o outweigh the public interest benefits of such communication,

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

The Companies Act, 1863 (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 ko the best of our knowledge and belief
were necessary for the purposes of our audit;

i}y in our opinian proper books of account have been kept by the Company, so far as appears from our
examination of those books; and

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

The engagement partner on the audit resulting in this independent auditor's report is Oseini Amui
(ICAGIP/M139).

Qr:- muth-u/ﬂWfa{J
PricewaterhouseCoopers (ICAGI/F/2018/028)
Chartered Accountants

Accra, Ghana
23 April 2018

-
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Mechanical Lloyd Company Limited
Financial Statements
Year ended 31 December 2017

STATEMENT OF FINANCIAL POSITION
(All ameounts are in Ghana cedis)

At 31 December

MNaots 2017 2016
ASSETS
Non-current assets
Property, plant and equipment 4 33,577,609 34 301,790
Intangible assets 5 166,596 234,339
Other prepaymants B 2,056,425 2,056 425
Other receivables g 877.409 388,034
36,678,039 36,980 588
Current assets
Inventories T 22,345,678 17,263.643
Trade and other receivables 8 £,282 951 5.848,059
Cash and bank balances g 2,350,331 3,368 415
29,978,960 26,478,123
Total assets 66,656,999 63.458.711
LIABILITIES
Non-current liabilities
Deferred income tax liability 10 3,623,277 2237124
Current liahilities
Trade and other payables 11 25,508,318 18,098,645
Current income tax liability 12 1,804,862 2,053,004
Borrowings 13 2,395,915 1,300,640
29,709,095 22,353,379
Total liabilities 23,332,372 24 580 503
Net assets 33,324 627 28,858,208
EQUITY
Stated capital 14 2,771,486 2,771,486
Capital surplus accouni 15 19,289,666 21 861,622
ineome surplus account 16 11.263 475 14.235.100
Total equity 33,324,627 38,868,208

The notes on pages 14 to 40 are an integral part of these financial statements.

The finapctag%m]t? on pages 10 to 40 were approved for issue by the Board of Directors on

Lla. £

Name of Director;
i ASSAH - LA

—— I

Signatura:ul/ufll s

e 2018 and signed on its behalf by:

Signature:

10

.rr-"_,-;""-_- 2 =
Name of Dir&cmr:vjé? ’,,_,::_" : _//?/,/% C,/



Mechanical Lloyd Company Limited
Financizl Statements
Year Endec‘_l 31 December 2017

STATEMENT OF COMPREHENSIVE INCOME
(All amounts are in Ghana cedis)

Revenue

Cost of sales

Gross profit
Administrative costs
Other income

Operating loss

Finance income

Finance costs

Loss before income tax
Income tax credit/{expanse)
Loss after income tax

Other comprehensive income:
Deferrec income tax charge

Total comprehensive income for the year-(loss)

Loss per share
Basic and diluted loss per share (Ghana pesewas)

Note

1F

18

18

20

27

21

23

10

24

Year ended 31 December

2017
34,552,736
(28,176,220)
6,376,516
(12,394,315)
2,530,572
(3,487.227)
305,439
(937,261)
(4,119,049)
1.147.424

(2,971,625)

(2,571,956)
15,543,581)

_ {5.93)

2016
50,964,812
(43.574 70Z)
7,360,110
(10,965,097)

1,279,092

(2,295,805)
501,242
_(878,628)

(2,673,281)

(129,837)

(2,803,118)

(2.803,118)

—(560]

— ——Thenotesornpages t4 toatare amintegrat part of these financia Statements:

11



Mechanical Lloyd Company Limited
Financial Statements
Yeaar endad 31 Dece:‘nhen_‘ 2017

STATEMENT OF CHANGES IN EQUITY
(All amaunts are in Ghana cedis)

Year ended 31 Decemher 2017

Balance at 1 January 2017

Loss for the year
Other comprehensive income — (loss)

Total comprehensive income for the year
-~ (loss)

Balance at 31 December 2017

Year ended 31 December 2016

Balance at 1 January 2016

Loss for the year
Other comprehensive income

Total comprehensive income for the year
Transaction with owners in their capacity
25 OWNErs,

Final dividend declared for 2015

Bzalance at 31 December 2018

The notes on pages 14 to 40 are an integral part of these financial statements.

Capital Income

Stated surplus surplus
capital account account Total
2,771,486 21,861,622 14235100 28,868,208
; - (2,971,625 (2,971,625)
- (2,571.956) - (2,571,956)
- (2,571,958) (2971625) (5.543.561)
2771486  19.280666 11,263,475 33,324,627
2,771,486 21861622 17530177 42.172.285
- - (2.803,118) (2.803118)
= = (2,803,118) (2.803,118)
- {500,959) (500,859)
2771485 21861622 14235100 38868208

12



Mechanical Lloyd Company Limited
Financial Statemenis
Year ended 21 December 2017

STATEMENT OF CASH FLOWS
(All amounts are in Ghana cadis)

Cash flow from operating activities

Cash (usad in)/generated from operations
Interest received

Interest paid

Income tax paid

Net cash used in operating activities
Cash flow from investing activities
Ceposit for leasehold land

Purchase property, plant and equipment
Purchase of intangible assets

Proceeds from disposal of property, plant and equipment

Net cash used in investing activities

Cash flow from financing activities

Dividend paig
Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

Note

25
21

12

S S

26

27

27

Year ended 31 December

2017

{513,693)
305,439
(903,020)

(286.611)
(1,397,885)

(755,899)
{11,875)

52,300
715.474)

(2,113,359)
2,067,775

—.(45,584)

2018

67,781
501,242
(878 £28)

(425 173)
(135.778)

{399,500)
(1,432,734)

232 910

(1,589,324)

(800,959)
(600,859)

(2,236,061)
4,303,836

2067772

The notes on pages 14 to 40 are an integral part of these financial statements.
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