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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 Dul 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 trading between 1977 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, other Gulf Cooperation Council (“GCC”) 
countries, Egypt and Jordan.  

 
Dairy, Fruit Juices and related food Business is operated under the “Almarai”, “Beyti” and “Teeba” brand 
names.  All raw milk production, dairy and fruit juice product processing and related food product 
manufacturing activities are undertaken in Saudi Arabia, United Arab Emirates (“UAE”), Egypt and Jordan.  
 
Dairy, Fruit Juices and related Food Business in Egypt and Jordan operates through International Dairy and 
Juice Limited (“IDJ”), a joint venture with PepsiCo. The Group manages IDJ operations through following key 
subsidiaries: 
 

Jordan - Teeba Investment for Developed Food Processing 
Egypt  - International Company for Agricultural Industries Projects (Beyti) (SAE) 

 
Bakery products are manufactured and traded by Western Bakeries Company Limited and Modern Food 
Industries Company Limited, a joint venture with Chipita, under the brand names “L’usine” and “7 Days” 
respectively.   

 
Poultry products are manufactured and traded by Hail Agricultural Development Company under the “Alyoum” 
brand name. 
 
Infant Nutrition products are manufactured by Almarai Baby Food Company Limited and traded by 
International Pediatric Nutrition Company under “Nuralac” and “Evolac” brands. 
 
In territories where the Group has operations, final consumer products are distributed from manufacturing 
facilities to local distribution centres by the Group’s long haul distribution fleet. The distribution centres in GCC 
countries are managed through subsidiaries (UAE, Oman and Bahrain) and Agency Agreements (Kuwait and 
Qatar) as follows: 

 
UAE  - Almarai Emirates Company L.L.C 
Oman  - Arabian Planets for Trading and Marketing L.L.C. 
Bahrain - Almarai Company Bahrain S.P.C 
Kuwait - Al Kharafi Brothers Dairy Products Company Limited 
Qatar  - Khalid for Foodstuff and Trading Company 

 
In other territories, where permissible, Dairy and Juice products are exported through IDJ, other products are 
exported through other subsidiaries.  
 
The Group owns and operates arable farms in Argentina and in United States of America, collectively referred 
to as “Fondomonte”, through following key subsidiaries:  
 

USA  - Fondomonte Holdings North America L.L.C 
Argentina - Fondomonte South America S.A 

 
The Group’s non GCC business operations under IDJ and Fondomonte are managed through Almarai 
Investment Holding Company W.L.L., a company incorporated in the Kingdom of Bahrain. 
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Details of subsidiary companies are as follows: 

Direct (a) Effective Direct (a) Effective

Almarai Investment Company Limited Saudi Arabia Holding Company SAR 100% 100% 100% 100%
SAR 

1,000,000
1,000

Almarai Baby Food Company Limited Saudi Arabia Manufacturing Company SAR 100% 100% 100% 100%
SAR 

200,000,000
20,000,000

Almarai Agricultural And Livestock Production 
Company

Saudi Arabia
Livestock / Agricultural 

Company
SAR 100% 100% 100% 100%

SAR 
1,000,000

1,000

Almarai Construction Company Saudi Arabia Construction Company SAR 100% 100% 100% 100%
SAR 

1,000,000
1,000

Almarai for Maintenance and Operation Company Saudi Arabia Maintenance and Operation SAR 100% 100% 100% 100%
SAR 

1,000,000
1,000

Agricultural Input Company Limited (Mudkhalat) Saudi Arabia Agricultural Company SAR 52% 52% 52% 52%
SAR 

25,000,000
250

Hail Agricultural Development Company Saudi Arabia
Poultry / Agricultural 

Company
SAR 100% 100% 100% 100%

SAR 
300,000,000

30,000,000

Hail Agricultural And Livestock Production 
Company

Saudi Arabia
Poultry / Agricultural 

Company
SAR 100% 100% 100% 100%

SAR 
1,000,000

1,000

International Baking Services Company Limited Saudi Arabia Dormant SAR 100% 100% 100% 100%
SAR     

500,000
500

International Pediatric Nutrition Company Saudi Arabia Trading Company SAR 100% 100% 100% 100%
SAR 

41,000,000
410,000

Modern Food Industries Company Limited Saudi Arabia Bakery Company SAR 60% 60% 60% 60%
SAR 

70,000,000
70,000

Nourlac Company Limited Saudi Arabia Trading Company SAR 100% 100% 100% 100%
SAR 

3,000,000
3,000

Western Bakeries Company Limited Saudi Arabia Bakery Company SAR 100% 100% 100% 100%
SAR 

200,000,000
200,000

Share       
Capital

Number of 
Shares Issued

2016 2015Name of Subsidiary
Country of 

Incorporation
Business                    
Activity

Functional 
Currency

Ownership Interest

(a) Direct ownership means directly owned by the Company or any of its subsidiaries.  
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Direct (a) Effective Direct (a) Effective

Agro Terra S.A. Argentina Dormant ARS 100% 100% 100% 100%
ARS      

475,875
475,875

Fondomonte South America S.A. Argentina Agricultural Company ARS 100% 100% 100% 100%
ARS 

486,406,597
486,406,597

Almarai Company Bahrain S.P.C. Bahrain Trading Company BHD 100% 100% 100% 100%
BHD     

100,000 
2,000

Almarai Investment Holding Company W.L.L. Bahrain Holding Company BHD 99% 99% 99% 99%
BHD      

250,000
2,500

IDJ Bahrain Holding Company W.L.L. Bahrain Holding Company BHD 100% 52% 100% 52%
BHD      

250,000
2,500

International Dairy and Juice Limited
British Virgin 

Islands
Holding Company  USD 52% 52% 52% 52%

USD 
7,583,334

7,583,334

International Dairy and Juice (Egypt) Limited Egypt Holding Company  EGP 100% 52% 100% 52%
EGP 

320,000,000
32,000,000

International Company for Agricultural Industries 
Projects (Beyti) (SAE)

Egypt
Manufacturing and Trading 

Company
 EGP 100% 52% 100% 52%

EGP 
558,000,000

55,800,000

Markley Holdings Limited Jersey Dormant  GBP 100% 100% 100% 100% - -

Al Muthedoon for Dairy Production Jordan Under Liquidation  JOD 100% 52% 100% 52%
JOD     

500,000
500,000

Al Atheer Agricultural Company Jordan Under Liquidation  JOD 100% 52% 100% 52%
JOD     

750,000
750,000

Al Namouthjya for Plastic Production Jordan Under Liquidation  JOD 100% 52% 100% 52%
JOD     

250,000
250,000

Al Rawabi for juice and UHT milk Manufacturing Jordan Under Liquidation  JOD 100% 52% 100% 52%
JOD     

500,000
500,000

Teeba Investment for Developed Food Processing Jordan Manufacturing Company  JOD 100% 52% 100% 52%
JOD 

49,675,352
49,675,352

Business                    
Activity

Functional 
Currency

Ownership Interest
Share       

Capital
Number of 

Shares Issued
Name of Subsidiary

Country of 
Incorporation

2016 2015

 (a) Direct ownership means directly owned by the Company or any of its subsidiaries. 
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Direct (a) Effective Direct (a) Effective

Arabian Planets for Trading and Marketing L.L.C. Oman Trading Company  OMR 90% 90% 90% 90%
OMR          

150,000
150,000

Alyoum for Food Products Company L.L.C. Oman Trading Company  OMR 100% 100% 100% 100%
OMR        

20,000 
20,000

Fondomonte Inversiones S.L. Spain Holding Company  EUR 100% 100% 100% 100%
EUR 

13,000,000
13,000,000

Hail Development Company Limited Sudan Agricultural Company  SDG 100% 100% 100% 100%
SDG      

100,000
100

Almarai Emirates Company L.L.C.
United Arab 

Emirates
Trading Company  AED 100% 100% 100% 100%

AED        
300,000 
(Unpaid)

300

International Dairy and Juice (Dubai) Limited
United Arab 

Emirates
Holding Company  USD 100% 52% 100% 52%

USD 
22,042,183

22,042,183

Fondomonte Holding North America L.L.C.
United States 

of America
Holding Company  USD 100% 100% 100% 100%

USD      
500,000

50,000

Fondomonte Arizona L.L.C.
United States 

of America
Agricultural Company  USD 100% 100% 100% 100%

USD      
500,000

50,000

Fondomonte California L.L.C.
United States 

of America
Agricultural Company  USD 100% 100% 100% 100% - -

Name of Subsidiary
Country of 

Incorporation
Business                    
Activity

Functional 
Currency

Ownership Interest
Share       

Capital
Number of 

Shares Issued
2016 2015

 (a) Direct ownership means directly owned by the Company or any of its subsidiaries.
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2. BASIS OF ACCOUNTING, PREPARATION, CONSOLIDATION AND PRESENTATION OF THE INTERIM 
CONSOLIDATED FINANCIAL STATEMENTS 

 

(a) These interim consolidated financial statements have been prepared on the accrual basis under the 
historical cost convention (except for derivative financial instruments and available for sale investments 
that are measured at fair value) and in accordance with the accounting standards generally accepted in 
Saudi Arabia as issued by the Saudi Organisation for Certified Public Accountants (SOCPA). 
 

(b) These interim consolidated financial statements include assets, liabilities and the results of the operations 
of the Company and its Subsidiaries, as set out in note (1). The Company and its Subsidiaries are 
collectively referred to as the Group. A subsidiary company is that in which the Group has the power to 
govern the financial and operating policies to obtain economic benefit generally accompanying a direct or 
indirect shareholding of more than one half of the subsidiary’s net assets or its voting rights. A subsidiary 
company is consolidated from the date on which the Group obtains control until the date that control 
ceases. The purchase method of accounting is used to account for the acquisition of subsidiaries. The cost 
of an acquisition is measured at fair value of the assets given or liabilities incurred or assumed at the date 
of acquisition. The excess of the cost of acquisition and fair value of Non-Controlling Interest (“NCI”) over 
the fair value of the identifiable net assets acquired is recorded as goodwill in the interim consolidated 
balance sheet. Intercompany transactions, balances and unrealised gains and losses on transactions 
between group companies are eliminated. Accounting policies of Subsidiaries are aligned, where necessary, 
to ensure consistency with the policies adopted by the Company. The Company and its Subsidiaries have 
same reporting periods. NCI represents the portion of profit or loss and net assets not controlled by the 
Group and are presented separately in the interim consolidated statement of income and within equity in 
the interim consolidated balance sheet. 
 

(c) The preparation of interim consolidated financial statements, in conformity with accounting standards 
generally accepted in the Saudi Arabia, requires the use of estimates and assumptions. Such estimates and 
assumptions may affect the balances reported for certain assets and liabilities as well as the disclosure of 
certain contingent assets and liabilities as at the balance sheet date. Any estimates or assumptions 
affecting assets and liabilities may also affect the reported revenues and expenses for the same reporting 
period. Although these estimates are based on management’s best knowledge of current events and 
actions, actual results ultimately may differ from those estimates. 

 

(d) These interim consolidated financial statements are presented in Saudi Riyal (“SAR”), which is the 
Company’s functional currency. All amounts have been rounded to the nearest thousand, unless otherwise 
indicated. 

 

(e) These interim consolidated financial statements should be read in conjunction with the annual consolidated 
financial statements for the year ended 31 December 2015, as these interim consolidated financial 
statements do not include all the information and disclosures as would be required in a set of annual 
consolidated financial statements. 
 

(f) The operating results reported in these interim consolidated statement of income, present a fair picture of 
the past performance of the Group, but are not necessarily indicative of annual results. 

 
3. SIGNIFICANT ACCOUNTING POLICIES 

 

The accounting policies set out below have been applied consistently to all periods presented in these interim 
consolidated financial statements. When necessary, comparatives have been reclassified to conform to current 
period presentation, which are not material to overall results of the Group. 
 

A. Cash and Cash Equivalents 
 

Cash and cash equivalents consist of cash at bank, cash in hand and short-term deposits that are readily 
convertible into known amounts of cash and have an original maturity of three months or less. 
 

B. Trade Receivables 
 

Trade receivables are carried at the original invoiced amount less any allowance made for impairment and 
expected sales returns. Allowance for impairment is made for the receivables when there is objective 
evidence that the Group will not be able to collect the amounts due according to the original terms of 
receivables. Allowance for sales returns is calculated based on the forecasted return of expired products in 
line with the Group’s product replacement policy. Bad debts are written off as incurred. 
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SIGNIFICANT ACCOUNTING POLICIES (Continued…) 
 

C. Inventory Valuation 
 

Inventory is stated at the lower of cost and net realisable value. Cost is determined using weighted average 
method. Cost includes expenditure incurred in acquiring the inventories, production or conversion costs 
and other costs incurred in bringing them to their existing location and condition.  In the case of 
manufactured inventories cost includes an appropriate share of manufacturing overheads based on normal 
operating capacity. Net realisable value comprises estimated selling price less further production costs to 
completion and appropriate selling and distribution costs. Allowance is made, where necessary, for 
obsolete, slow moving and defective stocks. 

 
D. Insurance Recoveries 

 

Insurance recoveries are recognised as an asset when it is virtually certain that an inflow of economic 
benefits will arise to the Group with the corresponding impact to interim consolidated statement of income 
of the period in which the recoveries become virtually certain. 

 

E. Investments 
 

a. Investment in Associates and Joint Ventures 
 

Associates are those entities in which the Group exercise significant influence, but not control, over the 
financial and operating policies, generally accompanying a shareholding between 20% and 50% of the 
voting rights. Join Ventures are those entities over whose activities the Group has joint control, established 
by contractual arrangements and requiring unanimous consent for strategic financial and operating 
decisions. The investments in associates and joint ventures are accounted for under the equity method of 
accounting. These Investments are initially recognised at cost and subsequently adjusted by the post 
investment 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 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. 
 

The management exercises judgment to calculate the impairment loss of available for sale investments.  
This includes the assessment of objective evidence which causes other than temporary decline in the value 
of investments. In case of equity instruments any significant and prolonged decline in the fair value of 
equity investment below its cost is considered as objective evidence for such impairment. The 
determination of what is 'significant' and 'prolonged' is based on management’s judgment. The 
management also considers impairment testing to be appropriate when there is evidence of deterioration in 
the financial health of the investee, industry and sector performance, changes in technology, and 
operational and financing cash flows. This decline in the value is recognized in the interim consolidated 
statement of income as impairment loss in investments. The previously recognized impairment loss in 
respect of equity investments is not reversed through the interim consolidated statement of income. 

 

F. 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 and amount can be measured reliably. All other expenditures are 
recognized as an expense when incurred. 
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SIGNIFICANT ACCOUNTING POLICIES (Continued…) 
 

The cost less estimated residual value is depreciated on straight-line basis over the following estimated 
useful lives of the assets: 

 

Buildings 5 – 33 years 
Plant, Machinery and Equipment 1 – 20 years 
Motor Vehicles 6 – 10 years 
Land and Capital Work in Progress are not depreciated. 

 

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 and impairment indicators are reviewed at each financial year end 
and adjusted prospectively, if considered necessary. 

 

G. 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 and accumulated impairment loss. 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              4 Lactation cycles 
Plantations         22 – 70 years  
Poultry Flock         36 weeks 

 

H. 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. 
 

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. 

 

I. Intangible Assets - Goodwill 
 

Goodwill represents the excess of the cost of acquisition and fair value of NCI over the fair value of the 
identifiable net assets acquired. 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. 
 

J. Trade Payables 
 

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

K. Provisions 
 

A provision is recognized if, as a result of past events, the Company has a present legal or constructive 
obligation that can be estimated reliably, and it is probable that an outflow of economic benefit, will be 
required to settle the obligation. 
 

L. 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. 
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SIGNIFICANT ACCOUNTING POLICIES (Continued…) 
 

M. 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. 

 

N. 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 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 subject to the 
hedge. 

 

O. End of Service Benefits 
 

End of service benefits are payable to all employees employed under the terms and conditions of the 
Labour Laws applicable on the Company and its subsidiaries, on termination of their employment 
contracts. The liability is calculated as the current value of the vested benefits to which the employee is 
entitled, should the employee leave at the balance sheet date. 

 

P. Statutory Reserve 
 

In accordance with Article 125 of the Regulations for Companies in the Saudi Arabia, the Company is 
required to recognise a reserve comprising of 10% of its net income for the year, unless such reserve 
equals 50% of its share capital. 

 

Q. Sukuk 
 

The Group classifies Sukuk issued as financial liabilities or equity, in accordance with the substance of the 
contractual terms of the Sukuk. Sukuk having fixed maturity dates and fixed dates for payment of profit 
distribution are classified as a liability. 
 

Sukuk having no fixed maturity date (Perpetual Sukuk) and no fixed date for payment of profit distribution 
are classified as equity. Distributions thereon are recognized directly in equity under other reserves. 
 

R. Treasury Shares 
 

Own equity instruments are purchased (treasury shares), for discharging obligations under the Employee 
Stock Option Programme (“ESOP”). These treasury shares are recognised at cost of purchase (including 
any directly attributable cost) and are presented as a deduction from equity attributable to shareholders. 
Treasury Shares are utilised to discharge the obligation under ESOP at cost. 
 

S. Share Based Payment Transactions 
 

Employees of the Group receive remuneration in the form of equity settled share based payments under 
the ESOP, whereby employees attain an option to purchase shares of the Company (“Option”). In order to 
exercise their Option, the employees pay a predetermined exercise price, render services as consideration 
and comply with the vesting conditions. 



ALMARAI COMPANY 
A SAUDI JOINT STOCK COMPANY 

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE THREE MONTH PERIOD ENDED 31 MARCH 2016 

 

 

 
 

14 
 

SIGNIFICANT ACCOUNTING POLICIES (Continued…) 
 

The cost of ESOP, representing the Fair Value of Options at grant date, is recognised as an expense in the 
interim consolidated statement of income, together with a corresponding increase in Other Reserves, in 
Equity, over the period during which the service conditions are fulfilled. 
 

Management has set up an economic hedge by purchasing Treasury Shares at inception of the ESOP. 
Accordingly, the Other Reserve (representing the cumulative expense arising from ESOP) is transferred 
into Retained Earnings upon expiry of the ESOP, whether or not the Options vest to the employees.  
 

The cumulative expense thus recognised at each reporting date, until the ESOP expiry date, reflects the 
extent to which the ESOP’s term has expired and the Group’s best estimate of the number of options that 
will ultimately vest. 

 

When the terms of ESOP are modified, the minimum expense recognised is equal to the Fair Value of 
Options at grant date. However, an additional expense is recognised for any modification that increases the 
total fair value of the Option, or is otherwise beneficial to the employee as measured at the date of the 
modification. 

 

When ESOP is terminated, it is treated as if Options vested on the date of termination, and all remaining 
expense is recognised immediately. However, if a new ESOP is substituted for the terminated ESOP, and 
designated as a replacement ESOP on the date the new ESOP is granted, the terminated and new ESOPs 
are treated as if they were a modification of the original ESOP, as described in the previous paragraph. 
 

T. Currency Translation 
 

a. Foreign currency transactions 
 

Transaction denominated in foreign currencies are translated at standard exchange rates which are 
periodically set to reflect average market rates or forward rates if the transactions were so covered. 
Balance sheet items denominated in foreign currencies are translated as following: 
 

Monetary items are translated at exchange rates prevailing at the balance sheet date or at the forward 
purchase rates if so covered. The resulting exchange differences are recognised in the interim consolidated 
statement of income. 

 

Non-monetary items are translated at exchange rates prevailing at the transaction date. This does not 
result in any exchange differences. 
 

b. Foreign Operations 
 

Assets and liabilities of Subsidiaries and share of net assets of joint ventures and associates, where 
functional currency is other than SAR, are translated at current exchange rates prevailing at the balance 
sheet date. Components of equity of Subsidiaries, other than retained earnings, are translated at exchange 
rates prevailing at the date of occurrence of each component. 
 

Statement of income of Subsidiaries and share of results of joint ventures and associates are translated at 
average exchange rates. 
 

Currency Translation Adjustments (“CTA”) arising from translation of foreign operations are recognised in 
the statement of changes equity. However, in case of a non-wholly owned subsidiary, the relevant 
proportion of CTA is allocated to NCI within equity. The functional currency and ownership percentage for 
each foreign subsidiary is disclosed in Note 1. 
 

U. Revenue Recognition 
 

Products are sold principally on a sale or return basis. Revenue is recognised on delivery of products to 
customers by the Group or its distributors, at which time risk and reward passes, subject to the physical 
return of expired products.  

 

Revenue from the sale of wheat guaranteed to be sold to the Government is recognised upon completion of 
harvest but the profit on any undelivered quantities is deferred until delivered to the Government. 

 

V. Government Grants 
 

Government grants are recognized when it is a virtually certain that the grants will be received from the 
state authority. When the grant relates to a cost item, it is recognized as income over the period necessary 
to match the grant on a systematic basis to the costs that it is intended to compensate. 
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SIGNIFICANT ACCOUNTING POLICIES (Continued…) 
 

W. Selling, Distribution, General and Administration Expenses 
 

Selling, Distribution, General and Administration Expenses include direct and indirect costs not specifically 
part of Cost of Sales as required under accounting standards generally accepted in Saudi Arabia. 
Allocations between Cost of Sales and Selling, Distribution, General and Administration Expenses, when 
required, are made on a consistent basis. The Group charges the payments made in respect of long term 
agreements with customers and distributors to Selling and Distribution Expenses. 

 

X. Cost Reimbursement 
 

The reimbursement of cost incurred in respect of the management of Arable Farms is recognised as a 
deduction under general and administration expenses.  

 

Y. Operating Leases 
 

Rentals in respect of operating leases are charged to the interim consolidated statement of income over the 
term of the leases. 
 

Z. Borrowing Costs 
 

Borrowing costs that are directly attributable to the construction of a qualifying asset are capitalized up to 
a stage when substantially all the activities necessary to prepare the qualifying asset for its intended use 
are completed; otherwise, such costs are charged to the interim consolidated statement of income. 
 

AA. Segmental Reporting 
 

A segment is a distinguishable component of the Group that is engaged either in selling / providing 
products or services (a business segment) or in selling / 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. 
 

4. INVESTMENTS 
 

The investments in associates, joint ventures and available for sale investments comprise of the following: 
 
 

31 March
2016

31 December
2015

31 March
2015

(Unaudited) (Audited) (Unaudited)
SAR '000 SAR '000 SAR '000

31        
March 
2016

31 
December 

2015

31          
March 
2015

United Farmers Holding Company 33.0% 33.0% 33.0% 58,504         58,504           136,069       

Pure Breed Company 24.7% 24.7% 21.5% 35,566         35,469           29,726          
Almarai Company L.L.C. 50.0% 50.0% 50.0% 204               204                 204               

94,274         94,177            165,999       

31        
March 
2016

31 
December 

2015

31          
March 
2015

     Company Saudi Arabia - ("Zain") 2.1% 2.1% 2.1% 107,960       104,237          129,676        
-               -                  7,000           

     Investment Company 11.1% 11.1% 11.1%

1.1% 1.1% 1.1% -               -                  4,500           

     Services Company 7.0% 7.0% 7.0% -               -                  2,064           
8.3% 8.3% 8.3% -               -                  600              

107,960       104,237          143,840      

202,234       198,414          309,839      

United Dairy Farms Company

Investments in Associates and Joint Ventures (Refer note a)

Available for Sale Investments (Refer note b)

Mobile Telecommunications

Jannat for Agricultural

National Company for Tourism
National Seeds and Agricultural
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(a) The investment in associates and joint ventures comprises the following: 
 

31 March
2016

31 December
2015

31 March
2015

(Unaudited) (Audited) (Unaudited)
SAR '000 SAR '000 SAR '000

United Farmers Holding Company
Opening Balance 58,504           133,181             133,181          
Loan Provided -                  14,563              2,888             
Share of Other Net Assets -                  (49,455)            -                  
Share of Results for the period -                  (39,785)            -                  

Closing Balance 58,504           58,504             136,069         

 

31 March
2016

31 December
2015

31 March
2015

(Unaudited) (Audited) (Unaudited)
SAR '000 SAR '000 SAR '000

Pure Breed Company
Opening Balance 35,469           29,331              29,331            
Additions -                  3,650                -                  
Share of Results for the period 597                  2,488               395                 
Distributions (500)                -                    -                  

Closing Balance 35,566            35,469             29,726            

 

31 March
2016

31 December
2015

31 March
2015

(Unaudited) (Audited) (Unaudited)
SAR '000 SAR '000 SAR '000

Almarai Company L.L.C.
Opening Balance 204                 204                   204                 

Closing Balance 204                 204                   204                 
 

(b) The equity investment of 12.4 million shares in Zain is measured at fair value based on quoted market price 
available on the Saudi Stock Exchange (Tadawul). The fair valuation resulted in unrealised gain of SAR 3.7 
million for the three months ended 31 March 2016 which is presented within other reserves in equity.  
 

The Company has pledged Zain shares to Banque Saudi Fransi (“BSF”) to secure the BSF loan to Zain 
KSA. 
 

All other available for sale investments are stated at cost less impairment and consequently these are 
valued at nil. 
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5. TERM LOANS 
31 March

2016
31 December

2015
31 March

2015
Notes (Unaudited) (Audited) (Unaudited)

SAR '000 SAR '000 SAR '000

Islamic Banking Facilities (Murabaha) (a) 5,946,586        5,638,441        5,653,876        
Saudi Industrial Development Fund (b) 1,320,948        1,455,613         1,279,245         
Banking Facilities of Foreign Subsidiaries (c) 150,804           170,791             128,125             

7,418,338        7,264,845        7,061,246         
Sukuk (d) 3,900,000       3,900,000       2,300,000       

       11,318,338        11,164,845          9,361,246 

              115,313             153,380              88,098 
         1,592,483         1,668,030          1,605,332 

Long Term Loans          9,610,542          9,343,435          7,667,816 
       11,318,338        11,164,845          9,361,246 

Short Term Loans
Current Portion of Long Term Loans

 

(a) The borrowings through Islamic banking facilities (Murabaha) are secured by promissory notes given by 
the Group. 
 

(b) The borrowings of the Group from the Saudi Industrial Development Fund (SIDF) are secured by a 
mortgage on specific assets funded by SIDF loan. 
 

(c) These banking facilities represent borrowings of foreign subsidiaries from foreign banking institutions. 
 

(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 Jumada Thani 1440 A.H. (7 March 2019). 
 

On 19 Jumada 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 Jumada 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). 

 

On 3 Dhul Hijjah 1436 A.H. (16 September 2015), the Company issued its third Sukuk amounting to SAR 
1,600.0 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 20 Safar 1444 A.H. (16 September 2022). 
 

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. 
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6. 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 31 March 2016, 31 
December 2015 and 31 March 2015 and for the periods then ended categorized by these business segments, 
are as follows: 

Dairy and 
Juices

Bakery 
Products Poultry

Other 
Activities Total

SAR '000 SAR '000 SAR '000 SAR '000 SAR '000

31 March 2016 (Unaudited)

Sales 2,663,348      455,246        329,921         122,913         3,571,428        

Third Party Sales 2,641,730       455,246        329,921         23,417           3,450,314       

Depreciation (270,969)         (42,052)         (83,041)         (21,657)          (417,719)           

Income / (loss) before Non Controlling 376,324           61,871            (104,255)       (29,013)         304,927           

   Interest
Net Income 385,968          55,825           (104,255)       (29,013)         308,525          

Total Assets 16,573,663     2,273,639     5,588,701    3,536,350    27,972,353      
                                                        

31 December 2015 (Audited)

Sales 10,789,223     1,625,837      1,262,256     649,361        14,326,677      

Third Party Sales 10,740,892    1,625,837      1,262,256     165,631         13,794,616      

Depreciation (1,030,330)     (168,245)       (303,503)      (85,757)         (1,587,835)      

Income / (loss) before Non Controlling 1,950,617        233,151          (213,987)       (171,120)        1,798,661        

   Interest
Net Income 2,095,775       205,023        (213,987)       (171,120)        1,915,691         

Total Assets 17,165,087     2,126,572      5,440,878    2,638,498    27,371,035      

31 March 2015 (Unaudited)

Sales 2,361,477        355,526         308,982       35,812           3,061,797        

Third Party Sales 2,353,442       355,526         308,982       19,364           3,037,314        

Depreciation (241,804)         (37,709)          (68,274)         (20,327)         (368,114)          

Income / (loss) before Non Controlling 390,211           26,455           (61,727)          (38,789)         316,150           

   Interest
Net Income 387,361           19,635           (61,727)          (38,789)         306,480          

Total Assets 15,190,786     2,163,588     5,209,391     2,175,019      24,738,784                        
 

In relation to segment information for the year ended 31 December 2015 reported above the income from 
settlement of insurance contract exceeding the carrying value of damaged assets of the bakery segment has 
been allocated to other segments to neutralize the impact of non-recurring items which is consistent with 
information reported to executive management of the Group, 
 

The business activities and operating assets of the Group are mainly concentrated in GCC countries, and 
selected financial information as at 31 March 2016, 31 December 2015 and 31 March 2015 and for the periods 
then ended, categorized by these geographic segments is as follows: 
 

31 March 
2016

31 March 
2015

(Unaudited) (Unaudited)
 SAR '000  SAR '000 

Sales
Saudi Arabia 2,195,826      1,937,249      
Other GCC Countries 926,840        811,506          
Other Countries 327,648         288,559         
Total 3,450,314      3,037,314      
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SEGMENT INFORMATION (Continued…) 

(Unaudited) (Audited) (Unaudited)
 SAR '000  SAR '000  SAR '000 

Non - Current Assets
Saudi Arabia 19,241,031     19,130,113     17,378,838    
Other GCC Countries 458,335         432,969         373,623          
Other Countries 2,395,548      1,652,966      1,826,763      
Total 22,094,914   21,216,048    19,579,224    

31 March 
2016

31 March
2015

31 December
2015

                   
 
 

7. EARNINGS PER SHARE 
31 March 

2016
31 March 

2015

SAR '000 SAR '000

Income before Zakat and Foreign Income Tax 318,248         325,677          
Less: Profit attributable to Perpetual Sukukholders (12,747)           (12,022)           

305,501          313,655          

Net Income for the Period 308,525         306,480        
Less: Profit attributable to Perpetual Sukukholders (12,747)           (12,022)           

Net Income for the Year - Attributable to Shareholders 295,778          294,458         

31 March 
2016

31 March 
2015

Total Weighted Average Shares in thousands for Basic EPS 594,833         596,536         
Total Weighted Average Shares in thousands for Diluted EPS 600,000        600,000        

Income before Zakat and Foreign Income Tax - Attributable to Shareholders

 
 

Weighted average numbers of shares are adjusted to take account of treasury shares held under ESOP. 
 
 

8. DIVIDENDS APPROVED 
 

On 25 Jumada Thani 1437 A.H. (3 April 2016) the Extraordinary General Assembly Meeting approved a dividend 
of SAR 690.0 million (SAR 1.15 per share) for the year ended 31 December 2015. 
 
 

9. SUBSEQUENT EVENTS 
 

In the opinion of the management, there have been no significant subsequent events since the period end that 
would have a material impact on the financial position of the Group as reflected in these interim consolidated 
financial statements, except for below. 
 

On 25 Jumada Thani 1437 A.H. (3 April 2016), the shareholders approved at the Extraordinary General 
Assembly Meeting an increase in the share capital from SAR 6,000.0 million to SAR 8,000.0 million through 
the distribution of 1 bonus share for each 3 outstanding shares for existing shareholders at the end of the 
trading on the same day.  
 
 

10. BOARD OF DIRECTORS APPROVAL 
 

These interim consolidated financial statements were approved by the Board of Directors on 3 Rajab 1437 A.H. 
(10 April 2016). 


