DO THE NUMBERS MEAN ANYTHING TO YOU?
Your uncle is a retired headmaster who believes he is an astute investment
analyst. He has been following the financial performance of Unilever Ghana and
Fan Milk Ghana for several years. Indeed he has substantial shares in both
companies and has recently been elected the Chairman of Pensioners Investors
Association (PIA). Of late PIA members have become jittery about the
performance of Unilever and want to know what exactly is going on at the
manufacturing concern. On the other hand, they seem to be impressed with the
performance of Fan Milk Ghana. There have been several discussions among the
members on whether to sell their Unilever shares and buy shares of Fan Milk or
keep the status quo and hope the situation improves soon.
You went to see your uncle during the weekend over some family issues and he
got to know that you are doing your MBA in Accounting and Finance at no less a
University than UPSA. Your uncle proudly introduces you to his PIA members as a
seasoned financial analyst who can provide answers to all their concerns, of
course at no cost to them. The rumour network spread like wild fire and soon
your uncle’s house is filled to capacity with worried pensioners. Your uncle’s wife
is very concern about the ambush and suggests that they allow you time to think
about the issues and address them later. PIA members welcome this suggestion
enthusiastically and fix an emergency general meeting for April 11th 2015 where
you are expected to address them on their concerns, principally about what
explains the seemingly sluggish performance of Unilever as against the buoyant
performance of Fan Milk.
After the crowd had left, your uncle’s wife felt very bad as she did not anticipate
this outcome when she made the suggestion and you assured her she need not
worry because financial analysis is in the blood!
Required:
1. On the trip back to Accra, you realize the first thing to do is to compare the
liquidity, leverage, activity, profitability and market ratios of the two
companies. Using the statements of comprehensive income and financial
position shown below, prepare a detailed comparison report indicating the
strength and weakness of each company.
2. Your spouse, who is very supportive of your schooling, suggested that you
should include an analysis of common size statements in the report. Is s/he
right? Of what use is such an analysis? Please prepare the analysis and
explain your answer.
3. Your spouse further recommended that a DuPont analysis would be
valuable. How can such an analysis be performed and what information
does it indicate about relative performance of the two companies?
4. Knowing your uncle, you have decided to include some caveats into your
report particularly about the limitations regarding the various analyses that
have been suggested above as well as qualitative factors that should be
considered in addition to the financial analysis.
5. What are your conclusions after your analysis and what recommendations
do you intend making in your report to PIA members.
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STATEMENT OF COMPREHENSIVE INCOME FOR THE PERIOD ENDED 31 DECEMBER, 2012

GH? MILLION

REVENUE

COST OF SALES
GROSS PROFIT

DISTRIBUTION EXPENSES
IADMINSTRATIVE EXPENSES

OTHER INCOME

PROFIT ON DISPOSAL OF INVESTMENT
RESTRUCTURING COSTS

OPERATING PROFIT

FINANCE INCOME

FINANCE COSTS

PROFIT BEFORE TAXATION

INCOME TAX EXPENSE

NET PROFIT AFTER TAX

OTHER COMPRHENSIVE INCOME

[TOTAL COMPREHENSIVE INCOME FOR THE YEAF

FANMILKLLTD _ |UNILEVER GHANA LTD

2012 201 2012 2011
14721 109.28 28214  239.00
(69.80)  (51.91) (216.46)  (176.33)
M 57.37 6568 6267
(33.78)  (25.56) (1704)  (15.54)
(11.37) (8.43) (2388)  (15.01)
044 035 - 466
- - - 434
- 025  (3.09)
3270 2373 2451 3803
407 168 067 101
(0.33) (0.16) 442)  (1.17)
36.44 25.25 2076 37.87
(9.24) (6.43) (468)  (7.46)
27.20 18.82 16.08 30.41
- - (321)  (479)
27.20 18.82 1287 2562
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[ Sgure n G MILLION [UNILEVER GHANA LTD.
012 201

PROPERTY PLANT & EQUIPMENT 4097 3055
INTANGIBLE ASSETS 1096 -

INVESTMENT IN SUBSIDIARIES 001 001
[PENSION ASSETS FOR FUNDED SCHEME 391 841
ITOTAL NON CURRENT ASSETS : 5585 3897
INVENTORIES 3258 3174

INCOME TAX ASSET 334 123
TRADE & OTHER RECEIVABLES X 4227 3342

IASSETS OF DISPOSAL GROUP HELD FOR SALE 028
ICASH AND CASH EQUIVALENTS 1967 2130
TOTAL CURRENT ASSETS X o786  87.97
TOTAL ASSETS 15371 12694

ISTATED CAPITAL 120 120
INCOME SURPLUS 3028 47.41
ISHARE DEALS ACCOUNT 008 0.08
[CAPITAL SURPLUS 020 020
ToTAL EQUITY 3176 4889
IDEFERRED TAX ! ¥ 417 344
[POST EMPLOYMENT BENEFITS OBLIGATION-UNF 245 314
TOTAL NON-CURRENT LIABILITIES Y X 662 658
[BANK OVERDRAFT 8.09

ITRADE AND OTHER PAYABLES 2160 17.38 103.88

IDIVIDEND PAYABLE 930 0.40 276

INCOME TAX LIABILITY 031 o1 -

PROVISIONS - - 060

ITOTAL CURRENT LIABILITIES 3121 17.89 11533

TOTAL LIABILITIES 3487 2071 12195
[TOTAL EQUITY AND LIBILITIES 9655 8308 15371

InDomionAL INFoRMATION
ISHARE PRICE AS AT DECEMBER 31,2012 3.55 852
[NUMBER OF QUSTANDING SHARES AST DECEMBER 31,2012 _ 118,707,268 62,500,000
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