ALMARAI COMPANY
A SAUDI JOINT STOCK COMPANY
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2014
1.

THE COMPANY, ITS SUBSIDIARIES AND ITS BUSINESS DESCRIPTION
Almarai Company (the “Company”) is a Saudi Joint Stock Company, which was converted from a limited
liability company to a joint stock company on 2 Rajab 1426 A.H. (8 August 2005). The Company initially
commenced trading on 19 Dl’ Hijjah 1411 A.H. (1 July 1991) and operates under Commercial Registration No.
1010084223. Prior to the consolidation of activities in 1991, the core business was traded between 1976 and
1991 under the Almarai brand name.
The Company’s Head Office is located at Exit 7, North Ring Road, Al Izdihar District, P.O. Box 8524, Riyadh
11492, Kingdom of Saudi Arabia (“Saudi Arabia”).
The Company and its subsidiaries (together, the “Group”) are a major integrated consumer food and beverage
Group in the Middle East with leading market shares in Saudi Arabia and the neighbouring Gulf Cooperation
Council (“GCC”) countries.
The dairy, fruit juices and related food business is operated under the Almarai, Beyti and Teeba brand names.
All raw milk production and related processing along with dairy food manufacturing activities are undertaken in
Saudi Arabia, United Arab Emirates (“UAE”), Egypt and Jordan. Final consumer products are distributed from
the manufacturing facilities in these countries to local distribution centres by the Group’s long haul distribution
fleet.
Bakery products are manufactured and traded by Western Bakeries Company Limited and Modern Food
Industries Company Limited under the brand names L’usine and 7 Days respectively. These are Limited Liability
companies registered in Saudi Arabia.
Poultry products are manufactured and traded by Hail Agricultural Development Company (“HADCO”) under
the Alyoum brand. HADCO is a closed joint stock company registered in Saudi Arabia.
Infant Nutrition products are manufactured by International Pediatric Nutrition Company (“IPNC”) under
“Enfamil” and “Enfagrow” brand. IPNC is a limited liability company registered in Saudi Arabia.
The distribution centres in the GCC countries (except for Bahrain and Oman) are managed by the Group and
operate under Distributor Agency Agreements as follows:
Kuwait
- Al Kharafi Brothers Dairy Products Company Limited
Qatar
- Khalid for Foodstuff and Trading Company
United Arab Emirates - Bustan Al Khaleej Establishment
The Group operates in Bahrain through its subsidiary Almarai Company Bahrain S.P.C and in Oman through its
subsidiaries Arabian Planets for Trade and Marketing L.L.C. and Alyoum for Food Products Company L.L.C.
The Group owns and operates arable farms in Argentina (“Fondomonte Argentina”) through its subsidiary
Almarai Investment Holding Company W.L.L. (“AIHC”), incorporated in Bahrain. The Group manages these
operations through following legal entities:
-

Agro Terra S.A.
Fondomonte El Descanso S.A.
Fondomonte Inversiones Argentina S.A.
Fondomonte Sandoval S.A.

The Group owns and operates milk production, processing and dairy food manufacturing in Egypt and Jordan
through its subsidiary AIHC. The Group manages these operations through following key legal entities:
- International Dairy and Juice Limited
- International Company for Agricultural Industries Projects (Beyti) (SAE)
- Teeba Investment for Developed Food Processing
On 1 January 2014, IPNC was equally owned and controlled by the Group and Mead Johnson. However, on 7
Rabi Al-Awal 1435 A.H. (8 January 2014) the Company received regulatory approvals with respect to the
acquisition of shares in IPNC held by Mead Johnson, as a result of which IPNC became a wholly owned
subsidiary of the Group. Consequently, the Company has consolidated IPNC in the current period.
On 5 Jamada Al-Awal 1435 A.H. (6 March 2014) the Group purchased 9,834 acres of farm land for USD 47.5
million (SAR 178.1 million) through its wholly owned subsidiaries Fondomonte Holdings North America L.L.C.
and Fondomonte Arizona L.L.C. which were incorporated as limited liability companies in the United States of
America for the purpose of acquiring land to secure supply of animal feed.
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D. Investments
a.

Investment in Associates and Joint Ventures

The investments in associates and joint ventures are accounted for under the equity method of accounting
when the Group exercises or has the ability to exercise significant influence through participation in
financial and operating policy decisions of the investee. These Investments are initially recognised at cost
and subsequently adjusted by the post-acquisition changes in the Group’s share in net assets of the
investee less any impairment in value. When the Group’s share of losses arising from these investments
equals or exceeds its interest in the investee, including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred obligations or made payments on behalf of the investee.
b.

Available for Sale Investments

Available for Sale Investments that are actively traded in organised financial markets, are measured and
carried in the interim consolidated balance sheet at fair value which is determined by reference to quoted
market bid prices at the close of business at the interim consolidated balance sheet date. The unrealised
gains or losses are recognised directly in equity. When the investment is disposed of or impaired, the
cumulative gain or loss previously recorded in equity is recognised in the interim consolidated statement of
income. Where there is no market for the investment, cost is taken as the most appropriate, objective and
reliable measure of fair value of the investment.
E. Property, Plant and Equipment
Property, plant and equipment are measured at cost, less accumulated depreciation and accumulated
impairment loss. Cost includes expenditure that is directly attributable to the acquisition of the asset.
Finance costs on borrowings to finance the construction of the qualifying assets are capitalized during the
period of time that is required to substantially complete and prepare the qualifying asset for its intended
use.
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the
item of property, plant and equipment. All other expenditures are recognized as an expense when incurred.
The cost less estimated residual value is depreciated on straight-line basis over the following estimated
useful lives of the assets:
Buildings
Plant, Machinery and Equipment
Motor Vehicles
Land and Capital Work in Progress are not depreciated.

5 – 33 years
1 – 20 years
6 – 8 years

Capital work in progress at year end includes certain assets that have been acquired but are not ready for
their intended use. These assets are transferred to relevant assets categories and are depreciated once
they are available for their intended use.
The assets' residual values, useful lives, method of depreciation and impairment indicators are reviewed at
each financial year end and adjusted prospectively, if appropriate.
F. Biological Assets
Biological assets acquired are stated at cost of purchase and biological assets reared internally are stated
at the cost of rearing or growing to the point of commercial production (termed as appreciation), less
accumulated depreciation. The costs of immature biological assets are determined by the cost of rearing or
growing to their respective age. Immature biological assets are not depreciated. The dairy herd is
depreciated over four lactation cycles and other biological assets are depreciated on a straight line basis to
their estimated residual values over periods ranging from 36 weeks to 70 years as summarized below:
Dairy Herd
Plantations
Poultry Flock

4 Lactation cycles
22 – 70 years
36 weeks

G. Impairment of Non Current Assets
Non current assets are reviewed for impairment when events or changes in circumstances indicate that the
carrying value may not be recoverable. If any such indication exists and where the carrying values exceed
the estimated recoverable amount, which is the higher of an asset’s fair value less cost to sell and value in
use; the assets are written down to their recoverable amount. Impairment losses are recognized
immediately as an expense in the interim consolidated statement of income.
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Non current assets other than intangible assets that suffered impairment are reviewed for possible reversal
of impairment at each reporting date. Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its recoverable amount, but the increased
carrying amount should not exceed the carrying amount that would have been determined, had no
impairment loss been recognized for the assets in prior years. A reversal of an impairment loss is
recognized as income immediately in the interim consolidated statement of income. Impairment losses
recognized on intangible assets are not reversed.
H. Intangible Assets - Goodwill
Goodwill represents the difference between the cost of businesses acquired and the Group’s share in the
net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities at the date of
acquisition. Goodwill arising on acquisitions is reviewed for impairment annually or more frequently if
events or changes in circumstances indicate that the carrying value may be impaired.
I.

Trade Payable and Accruals
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether
invoiced by the supplier or not.

J. Zakat and Foreign Income Tax
Zakat is provided for in accordance with Saudi Department of Zakat and Income Tax (“DZIT”) regulations.
Income tax for foreign entities is provided for in accordance with the relevant income tax regulations of the
countries of incorporation. Adjustments arising from final Zakat and Foreign income tax assessments are
recorded in the period in which such assessments are made.
K. Deferred Tax
Deferred tax is accounted for in foreign subsidiaries, where applicable using the liability method, on all
temporary differences at the reporting date between the tax bases of assets and liabilities and their
carrying amounts. Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply to the period when the asset is realised or the liability is settled, based on laws that have been
enacted in the respective countries at the reporting date. Deferred tax assets are recognised for all
deductible temporary differences and carry-forward of unused tax assets and unused tax losses to the
extent that it is probable that taxable profit will be available against which the deductible temporary
differences and the carry-forward of unused tax assets and unused tax losses can be utilised. The carrying
amount of deferred tax assets are reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to
be utilised.
L. Derivative Financial Instruments and Hedging
Forward foreign exchange contracts are entered into to hedge exposure to changes in currency rates on
purchases and other expenditures of the Group.
Commission rate swap agreements are entered into to hedge the exposure to commission rate changes on
the Group’s borrowings.
Forward purchase commodity contracts are entered into to hedge exposure to changes in the price of
commodities used by the Group.
All hedges are expected to be in the range of 80% – 125% effective and are assessed on an ongoing basis.
All hedges are classified as cash flow hedges and effective portion of the fair value gains / losses arising on
revaluation of hedging instruments are recognized in directly in equity under other reserves. When the
hedging instrument matures or expires any associated gain or loss in other reserves is reclassified to the
interim consolidated statement of income, or the underlying asset purchased that was subjected to the
hedge.
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(d)

On 14 Rabi Thani 1433 A.H. (7 March 2012), the Company issued its first Sukuk – Series I amounting to SAR
1,000.0 million at a par value of SAR 1.0 million each without discount or premium. The Sukuk issuance
bears a return based on SIBOR plus a pre-determined margin payable semi-annually in arrears. The Sukuk
is due for maturity at par on its expiry date of 30 Jumad Thani 1440 A.H. (7 March 2019).
On 19 Jamad Awal 1434 A.H. (31 March 2013), the Company issued its second Sukuk - Series II amounting
to SAR 787.0 million at a par value of SAR 1.0 million each without discount or premium. The Sukuk
issuance bears a return based on SIBOR plus a pre-determined margin payable semi-annually in arrears.
The Sukuk is due for maturity at par on its expiry date of 7 Shabaan 1441 A.H. (31 March 2020).
On 19 Jamad Awal 1434 A.H. (31 March 2013), the Company issued its second Sukuk – Series III amounting
to SAR 513.0 million at a par value of SAR 1.0 million each without discount or premium. The Sukuk
issuance bears a return based on SIBOR plus a pre-determined margin payable semi-annually in arrears.
The Sukuk is due for maturity at par on its expiry date of 15 Rajab 1439 A.H. (31 March 2018).
The terms of the Sukuk entitle the Company to commingle its own assets with the Sukuk Assets. Sukuk
Assets comprise the sukukholders share in the Mudaraba Assets and the sukukholders interest in the
Murabaha Transactions, together with any amounts standing to the credit of the Sukuk Account and the
Reserve retained by the Company from the Sukuk Account.

7.

SEGMENT INFORMATION
The Group’s principal business activities involve manufacturing and trading of dairy and juice products under
the Almarai, Beyti and Teeba brands, bakery products under the brands L’usine and 7 Days, poultry products
under the Alyoum brand, arable and horticultural products as well as other activities. Other activities include
Arable, Horticulture and Infant Nutrition. Selected financial information as of 30 June 2014, 31 December 2013
and 30 June 2013 and for the years then ended categorized by these business segments, are as follows:

Dairy and
Juices
SAR '000

Bakery
Products
SAR '000

Poultry
SAR '000

Other
Activities
SAR '000

Total
SAR '000

30 June 2014 (Unaudited)
Sales
Third Party Sales
Depreciation
Income / (loss) before Non Controlling
Interest
Total Assets

4,692,877

772,583

461,451

183,029

6,109,940

4,673,261

772,583

461,451

98,145

6,005,440

(472,416)

(67,530)

(138,843)

(46,183)

(724,972)

897,939

66,946

(236,391)

(15,896)

712,598

14,387,861

1,967,218

5,040,070

2,500,196

23,895,345

8,868,185

1,445,116

792,332

435,103

11,540,736

8,835,807

1,445,116

792,332

145,927

11,219,182

(136,709)

(174,578)

(89,283)

(1,330,620)

1,705,444

139,387

(338,626)

(5,833)

13,360,045

2,021,600

31 December 2013 (Audited)
Sales
Third Party Sales
Depreciation
Income / (loss) before Non Controlling
Interest
Total Assets

(930,050)

1,500,372

4,937,621

2,852,106

23,171,372

30 June 2013 (Unaudited)
Sales
Third Party Sales
Depreciation
Income / (loss) before Non Controlling
Interest
Total Assets

4,123,377

710,387

364,826

201,554

5,400,144

4,110,437

710,387

364,826

99,264

5,284,914

(463,667)

(63,443)

(60,895)

(43,445)

(631,450)

663,011

110,430

(137,120)

10,138

646,459

11,693,604

2,055,873

2,865,496

21,046,289
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