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Creating Values in Doing Good:
Ticker UACN The unaudited Q308 result of UAC of
Sector Conglomerates

Valuation/Analyst
Recommendation
1
In placing a fair value on UACN, we
adjusted our parameters to reflect the
current market developments and in
line with its latest result. We estimated
TO, Earning Before Interest Tax
Depreciation and Amortization
(EBITDA) and PAT for December
2008. We project a TO of N37.77hn,
based on a growth of 20%, over the
previous year. We project EBITDA of
N8.37bn based on EBITDA margin of
22.17% and a PAT of N5.38bn based
on a PAT margin of 14.3%. We used
1.28bn Ordinary Shares which is
currently in issue. The Earnings Per
Share (EPS) generates N4.20. We
estimated the Dividend Per Share
(DPS) of N2.14, based on a dividend
payout ratio of 51%. Applying
Enterprise Value (EV)/EBITDA multiple
of 6.44x, a P/E multiple of 10.94x, we
arrived at N42.15 per share using
EV/EBITDA multiple and N46.01 per
share price earnings multiple. A simple
average of the two values generates
N44.08 which is our fair value. The
earnings yield and dividend yield based
on our fair value generate 9.54% and
4.86% respectively. We therefore
place a BUY on UAC of Nigeria Plc
Stock at the current market price for
both capital appreciation and

dividend payment.

Business Description
I

UACN is a conglomerate with
activities in théollowingprincipal
sectors:manufactung &

processing, warehousing & logistics

and real estate.
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Nigeria Plc (UACN) for the period ended
September 30, 2008 showed that its
Turnover (TO) grew by 27.96% to N28.10bn,
compared with  N21.96bn in the
corresponding period of 2007. Profit Before
Tax (PBT) increased by 61.71% between
2007 and 2008 to N5.19bn from N3.21bn in
the corresponding period of 2007. The tax
provision increased by 65.6% between 2007
and 2008 to N1.51bn from N909.65mn,
bringing the Profit After Tax (PAT) to
N3.69bn as against N2.30bn in 2007,
representing a growth of 60.17%.

A cursory look at the company’s profit margins reveals an improvement in the PBT margin in Q3 '08 over Q3 '07 and an increase
over the FY December '07 figure. The PBT margin increased to 18.48% in Q3 ‘08 from 14.63% as at Q3 ‘07, and up from 16.16%
as at the end of the financial year in December, 2007. This shows that the company’s total cost as a percentage of TO stood at
81.52%, slightly lower than 85.37% recorded in the corresponding period of 2007. From the above margins, the company is
becoming more efficient by cutting down on its cost of operations, which reduced in the current quarter. PAT Margin currently
stands at 13.12%, up from 10.48% in the corresponding period of 2007 and up from 12.02% as at FY ‘07.

The result also indicated that the percentage of the TO, PBT, and PAT in the Q3 ‘08 to the Full Year Audited TO, PBT and PAT for
the period ended December, 2007 are: 89.28%, 102.11% and 97.46%, respectively. Given the current run rate, UACN should
surpass its top-line and bottom-line for 2007 full year result with wide margins.

A cursory look at the Annual Reports & Accounts of UACN as at FY December, 2007 showed that its working capital position
declined marginally in 2007. lts working capital declined marginally to N4.26bn from N4.56bn in 2006. In spite of this, UACN is still
in a very good liquidity position, as its current ratio stood at 1.41x in 2007, although down from 1.59x in 2006. UACN’s TO increase
in 2007 over 2006 by 10.83% to N31.48bn, while the cost of sales increased by 13.15% to N24.07bn. A lower proportionate
increase in TO than the cost of sales led to a less proportionate increase in Gross Profit (GP) of 3.91% to N7.41bn from N7.13bn
and a marginal decline in the gross profit margin to 23.54% in 2007 from 25.11% in 2006. The operating profit increased by 27.88%
in 2007 to N4.61bn from N3.61bn in 2006. The impact of the income on disposal of fixed assets which decreased to N1.10bn from
N1.17bn and the exceptional item of N300mn in 2007 added to the increase in PBT of 30.64% to N5.09bn from N3.89bn in 2006.
PAT after adjusting for minority interest stood at N3.06bn. The exceptional item occurred as a result of impairment of its closed
bread plant and provision for unfunded retirement benefits which represents part of cumulative shortfall on actuarial valuation on
the retirement benefit of N1.45bn. Capital employed increased in 2007 by 4.49% to N20.78bn from N19.89bn in 2006, while the
shareholders’ funds increased by 7.13% to N17.25bn over the previous year's figure of N16.10bn. The Return on Capital Employed
(ROCE) and Return on Equity (ROE) stood at 22.20% and 17.73% respectively in 2007. The company paid an interim dividend of
50 kobo as benefits to its shareholders whose names appeared in the Register of its Members as at November 20, 2007 and a final
dividend of N1.20 as benefits to its shareholders whose names appeared in the Register of its Members as at May 08, 2008,
leading to a total dividend payment of N1.70k in 2007 financial year.

An analysis of the TO in 2007 shows that its income of N31.49bn was derived from the sales of: Food & Beverages (F&B)
N25.63bn (81.43%), Paints (P) N2.10bn (6.67%), Commercial Vehicles (CV) N1.89bn (5.99%), Logistics (L) N1.72bn (5.47%)
and Others (0) N138.26mn (0.44%). The pre-tax profit margin by business sectors are: F&B :10%; P:54%; CV :12% and L:12%;
while the contribution to the PBT of N5.09bn are: F&B:50%; P:22%; CV:5%; L:7%; share in associated company:13% and 0:3%.
The company’s wholly owned subsidiaries include the following: GM Nigeria limited (a joint venture with General Motors
Corporation of Detroit, USA), Spring Waters Nigeria Limited, CAP Plc, Grand Cereals & Oil Mills Limited and Warm Springs
Waters Nigeria Limited, Mr . Bi ggods ,WBICGCPRA LilnifedrandtUACdRegistrars Limited. The associated
companies include; UACN Property Development Company Plc, Opticom Leasing Company Limited and General Cotton Mill
Limited. The company is a food—focused conglomerate; the company has re-aligned its food business architecture to unlock the
values in the business. This has led to the creation of the following units: UAC franchising, UAC Restaurants, UAC Dairies and
UAC Foods.
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TO PBT PAT PAT Margin (%)  ROE (%) EPS* PE*
31,479 5,087 3,058 12.02 17.73 2.87 8.44
65,945 5,980 3,951 5.99 12.08 1.28 11.43
33,990 2,033 1,097 3.23 21.82 0.46 12.91
127,662 9,878 6,363 4.98 19.86 2.03 6.64

UACN Vs NSE ASI Rebased (Feb. 08-Feb. 09)

vo WYn vo WYrn 202 FY 2007 FY 2006 A2 FY 2008E
28,103 21,962 27.96 31,479 28,403 10.83 37,774
5,194 3,212 61.71 5,087 3,894 30.64 7,105
3,687 2,302 60.17 3,058 3,204 (4.53) 5,383
18.48 14.63 3.86 16.16 13.71 2.45 18.81
13.12 10.48 2.64 12.02 12.98 (0.96) 14.25
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