Zamil Industrial Investment Company (a Saudi Joint Stock Company) and its Subsidiaries
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
At 31 December 2011

1. STATUS AND ACTIVITIES
Zamil Industrial Investment Company (“the parent company”) was established as a Saudi Joint Stock
Company in accordance with Ministerial Resolution 407 dated 14.3.1419H (corresponding to 8 July
1998). The parent company and its subsidiaries (collectively referred to as “the group”) are engaged in
the manufacturing, marketing and maintenance of air conditioners, steel industry and glass industry. The
parent company has main branches in Dammam: Zamil Air Conditioners and Zamil Glass Industries and
subsidiaries in Saudi Arabia, Egypt, Vietnam, Austria, Italy, India, China and United Arab Emirates.
Pursuant to the board of directors’ meeting of Rabiah and Nassar & Zamil Concrete Industrial Co. Ltd.
(“RANCO”), the parent company assumed the control of RANCO effective from 1 January 2011.
Accordingly, it has been consolidated in these interim consolidated financial statements (Previously:
considered as an associate).
During the year, the parent company acquired 51% share capital of Gulf Insulation Group (“GIG”) and
assumed its control effective from 1 January 2011. Accordingly, it has been consolidated in these interim
consolidated financial statements.
The share capital of the parent company, amounting to SR 600 million, is divided into 60 million shares
of SR 10 each.
2. SIGNIFICANT ACCOUNTING POLICIES
The interim consolidated financial statements are prepared under the historical cost convention modified
to include the measurement at fair value of available for sale investments. The group adopts the following
accounting policies:
Basis of consolidation
Operating entities controlled by the parent company are classified as subsidiaries and consolidated
regardless of the country of their registration. Significant inter-company accounts and transactions are
eliminated upon consolidation. Subsidiaries under formation are accounted for at cost.
Use of estimates
The preparation of interim consolidated financial statements in conformity with generally accepted
accounting principles requires the use of estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the interim
consolidated financial statements and the reported amounts of revenues and expenses during the reporting
period.
Sales
Net sales represent the invoiced value of goods supplied (air conditions, steel buildings, glass and
fibreglass) which are delivered to customers during the period. Contract revenue is recognized based on
percentage of work executed.
Inventories
Inventories are stated at the lower of cost and market value. Cost is determined as follows:
Raw materials
Work in process and finished goods

-

Purchase cost on weighted average basis.
Cost of direct materials and labour plus attributable
overheads based on normal level of activity.
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Zamil Industrial Investment Company (a Saudi Joint Stock Company) and its Subsidiaries
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (Unaudited) continued
At 31 December 2011

2. SIGNIFICANT ACCOUNTING POLICIES - continued
Deferred charges
Expenses which have a long term future benefit are treated as deferred charges and are amortised over the
estimated periods of benefit not exceeding five years.
Expenses
Selling and distribution expenses are those that specifically relate to salesmen, warehousing, delivery
vehicles as well as provision for doubtful debts. All other expenses other than financial charges are classified
as general and administration expenses.
Property, plant and equipment/depreciation
All property, plant and equipment are recorded at cost. Freehold land and capital work in progress are not
depreciated. Depreciation is provided on other property, plant and equipment at rates calculated to write off
the cost of each asset over its expected useful life.
Expenditure for repair and maintenance are charged to income. Improvements that increase the value or
materially extend the life of the related assets are capitalised.
Employees' terminal benefits
Provision is made for amounts payable under the employment contracts applicable to employees’
accumulated periods of service at the balance sheet date.
Foreign subsidiaries make provision in accordance with the laws of countries in which subsidiaries operate.
Foreign currencies
Transactions in foreign currencies are recorded in Saudi Riyals at the rate ruling at the date of the
transactions. Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of
exchange ruling at the interim consolidated balance sheet date. All differences are taken to the interim
consolidated statement of income, except for translation differences which are recorded as a separate
component of consolidated shareholders’ equity at the interim consolidated balance sheet date.
Investments
Investments in marketable equity securities are classified according to the group’s intent with respect to those
securities. Marketable equity securities held to maturity are stated at amortized cost, adjusted for the related
premium or discount. Marketable equity securities held for trading are stated at fair value and unrealized
gains and losses thereon are included in the interim consolidated statement of income. Marketable equity
securities available for sale are stated at fair value and unrealized gains and losses thereon are included in
interim consolidated shareholders’ equity. Where the fair value is not readily determinable, such marketable
equity securities are stated at cost less allowance for impairment in value.
Income from the investments in marketable equity securities is recognized when dividends are received
An associate is an enterprise over which the group is in a position to exercise significant influence, through
participation in the financial and operating policy decisions of the investee. The results of associates are
incorporated in these interim consolidated financial statements using the equity method of accounting. The
carrying amount of such investments is reduced to recognize any impairment in the value of the individual
investments.
Subsidiaries and associates which are dormant or under development stage or where the information is not
available are stated at cost.
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Zamil Industrial Investment Company (a Saudi Joint Stock Company) and its Subsidiaries
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (Unaudited) continued
At 31 December 2011

2. SIGNIFICANT ACCOUNTING POLICIES - continued
Business combination and goodwill
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured
as the aggregate of the consideration transferred, measured at acquisition date fair value and the amount of
any minority interests in the acquiree. For each business combination, the acquirer measures the minority
interest in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net
assets. Acquisition costs incurred are expensed.
When the group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date.
Goodwill is initially measured at cost being the excess of the consideration transferred over the group’s net
identifiable assets acquired and liabilities assumed. If this consideration is lower than the fair value of the net
assets of the subsidiary acquired, the difference is recognised in the consolidated statement of income.
After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the
purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the group’s cash generating units, or groups of cash generating units, that are expected to
benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the group
are assigned to those units or groups of units.
Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed off,
the goodwill associated with the operation disposed off is included in the carrying amount of the operation
when determining the gain or loss on disposal of the operation. Goodwill disposed off in this circumstance is
measured based on the relative values of the operation disposed off and the portion of the cash-generating
unit retained.
When subsidiaries are sold, the difference between the selling price and the net assets plus cumulative
translation differences and goodwill is recognised in the consolidated statement of income.
Zakat
Zakat is provided for in accordance with Saudi Arabian fiscal regulations. The provision is charged to the
consolidated statement of income. Additional amounts, if any, that become due on finalisation of assessment
are accounted for in the period in which assessment is finalised.
Segmental reporting
A segment is a distinguishable component of the group that is engaged either in providing products or
services (a business segment) or in providing products or services within a particular economic environment
(a geographic segment), which is subject to risks and rewards that are different from those of other segments
Earnings per share
Basic earnings per share from net income is calculated by dividing the net income for the period by the
weighted average number of shares outstanding at the end of the period. Basic earnings per share from main
operations is calculated by dividing income from main operations for the period by the weighted average of
number of shares outstanding during the period.
.
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Zamil Industrial Investment Company (a Saudi Joint Stock Company) and its Subsidiaries
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (Unaudited) continued
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2. SIGNIFICANT ACCOUNTING POLICIES - continued
Impairment
At each balance sheet date, the group reviews the carrying amounts of its property, plant and equipment and
its intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable
amount of an individual asset, the group estimates the recoverable amount of the cash-generating unit to
which the asset belongs.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount.
Impairment losses are recognized as an expense immediately.
Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit)
other than goodwill is increased to the revised estimate of its recoverable amount so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognized for the asset (cash-generating unit) in prior years. A reversal of an impairment loss other
than goodwill is recognized as income immediately.
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3. SEGMENTAL ANALYSIS
(a) Analysis of sales, income/(loss) from main operations and net assets by activity:

Sales
SR’000
31
31
December
December
2010
2011
(audited) (unaudited)
Air conditioner industry
Steel industry
Glass & fibreglass
Concrete
Head office

Income/ (loss) from main
operations
SR’000
31
31
December
December
2010
2011
(audited) (unaudited)

1,636,218
2,209,302
172,892
-

1,842,812
2,420,476
325,004
149,135
-

149,399
116,324
30,070
(8,364)

161,139
89,433
49,081
(9,781)
(17,880)

4,018,412

4,737,427

287,429

271,992

Net assets
SR’000
31
31
December
December
2010
2011
(audited) (unaudited)
296,005
780,006
116,509
96,380

328,960
754,705
120,313
49,791
90,715

1,288,900

1,344,484

(b) Analysis of sales, and income/(loss) from main operations by geographical location:
Sales
SR’000
31
31
December
December
2010
2011
(audited) (unaudited)
Saudi Arabia:
Local sales
Export sales
Other Asian countries
Africa
Europe

Income (loss) from main
operations
SR’000
31
31
December
December
2010
2011
(audited) (unaudited)

2,392,382
755,583
495,126
304,721
70,600

2,933,306
971,470
476,913
280,024
75,714

199,865
55,593
6,303
22,365
3,303

199,188
58,414
8,292
3,490
2,608

4,018,412

4,737,427

287,429

271,992

4. CONTINGENT LIABILITIES
At 31 December 2011, the group has outstanding bank guarantees amounting to SR 717 million (31
December 2010: SR 672 million) issued during the normal course of the business.
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