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To the shareholders
Almarai Company
{A Saudi Joint Stock Company)

Report on Chairman of the Board of Directors’ declaration

We have undertaken a limited assurance engagement in respect of the accompanying declaration of
related party transactions for the year ended December 31, 2018 relating to Almarai Company (the
“Company”) prepared by the Chairman of the Board Directors of the Company in accordance with
the applicable criteria mentioned below so as to comply with the requirements of Article 71 of the
Regulations for Companies (the “Declaration™).

Subject matter

The Subject Matter for our limited assurance engagement is the Declaration prepared by the
management of the Company and approved by the Chairman of the Board of Directors as attached
to this report and submitted to us.

Criteria

The applicable Criteria is the requirement of Article 71 of Regulations for Companies issued by the
Ministry of Commerce and Investment (2015-1437H) which states that any member of the Board of
Directors {the “Board”} with any interest, both directly or indirectly, in the transactions or contracts
made for the account of the Company shall declare such interests for the approval of a general
assembly of the Company. The Board member must notify the Board of such interest and excuse
himself in vote by the Board to approve such transactions or contracts. The Chairman of the Board
will notify the general assembly of transactions and contracts in which a member of the Board has a
direct or indirect interest,

Management’s responsibility

Management of the Company is responsible for the preparation of the Declaration in accordance
with the Criteria and ensuring its completeness. This responsibility includes the design,
implementation and maintenance of internal controls relevant to the preparation of the Declaration
that is free from material misstatement, whether due to fraud or error.

Our Independence and Quality Control

We have complied with the independence requirements of the code of professional conduct and
ethics, endorsed in the Kingdom of Saudi Arabia, and the ethical requirements that are relevant to
our limited assurance engagement in the Kingdom of Saudi Arabia, which include independence
and other requirements founded on fundamental principles of integrity, objectivity, professional
competence and due care, confidentiality and professional behavior.

The firm applies International Standard on Quality Control 1, as endorsed in the Kingdom of Saudi
Arabia, and accordingly maintains a comprehensive system of quality control including
documented policies and procedures regarding compliance with ethical requirements, professional
standards and applicable legal and regulatory requirements.

PricewaterhouseCoopers, License No. 25,
Kingdom Tower, P.O. Box 8282, Riyadh 11482, Kingdom of Saudi Arabia
T: +966 (11) 211-0400, F: +966 (11) 211-0401, www.pwe.com/middle-east



Our responsibility

Our responsibility is to express a limited assurance conclusion on the Declaration based on the
procedures we have performed and the evidence we have obtained. We conducted our limited
assurance engagement in accordance with International Standard on Assurance Engagements 3000
{Revised), ‘Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information’, as endorsed in the Kingdom of Saudi Arabia. This standard requires that we plan and
perform this engagement to obtain limited assurance about whether anything has come to our
attention that causes us to believe that the Company has not complied with the applicable
requirements of Article 71 of the Regulations for Companies in the preparation of the Declaration,
for the year ended December 31, 2018.

The procedures selected depend on our judgment, including the assessment of risks such as failure
of systems and controls, whether due to fraud or error. In making those risk assessments, we
consider internal controls relevant to the Company’s compliance with the requirements of Article 71
of the Regulations for Companies in the preparation of the Declaration. Our procedures included
examining, on a test basis, evidence supporting systems and controls in respect of the preparation
of the Declaration in accordance with the requirements of Article 71 of the Regulations for
Companies,

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for
our limited assurance conclusion.

Summary of work performed

We have planned and performed the following procedures to obtain limited assurance over the
Company’s compliance with the requirements of Article 71 of the Regulations for Companies in the
preparation of the Declaration:

+ Discussed with management the process for conducting business and entering into contracts
with any of the Board members, either directly or indirectly, with the Company which includes
that the Board member notifies the Board on the transactions and contracts entered into by the
Company, in which the Board member may have any interest, either directly or indirectly, and
further that the concerned Board member will not vote on the resolution issued in this regard at
the meetings of the Board and the shareholders, and resolutions will be passed annually.

e Obtained the accompanying Declaration that includes the lists of all transactions and contracts
entered into by any of the Board members of the Company, either directly or indirectly, with
the Company during the year ended December 31, 2018.

¢ Reviewed the minutes of Board meetings held during the year ended December 31, 2018. These
minutes did not include any notification from any of the Board members with respect to, any
new businesses or contracts, entered into with the Company, where the Board member has an
interest, either directly or indirectly, as compared to prior year.

¢ Reviewed the General Assembly minutes of meeting held on April 9, 2018 in which the list of all
transactions and contracts entered into by any of the Board members of the Company, either
directly or indirectly, with the Company during the year ending December 31, 2018 were
approved.

e Reviewed the confirmations obtained from the concerned Board members on the business and
contracts participated by the Board members, either directly or indirectly, during the year
ended December 31, 2018.

e Tested the consistency of the transactions and contracts included in the Declaration with the
disclosure in Note (34) to the Company's audited consolidated financial statements for the year
ended December 31, 2018.



Inherent limitations

Our procedures regarding systems and controls relating to the preparation of the Declaration in
accordance with the requirements of the Article 71 of the Regulations for Companies, are subject to
inherent limitations and, accordingly, errors or irregularities may occur and not be detected.
Furthermore, such procedures may not be relied upon as evidence of the effectiveness of the
systems and controls against fraudulent collusion, especially on the part of those holding positions
of authority or trust.

A limited assurance engagement is substantially less in scope than a reasonable assurance
engagement under ISAE 3000 (Revised) as endorsed in the Kingdom of Saudi Arabia.
Consequently, the nature, timing and extent of the procedures outlined above for gathering
sufficient appropriate evidence were deliberately limited relative to a reasonable assurance
engagement, and therefore less assurance is obtained with a limited assurance engagement than for
a reasonable assurance engagement.

Our procedures did not constitute either an audit or a review made in accordance with
International Standards on Auditing or International Standards on Review Engagements as
endorsed in the Kingdom of Saudi Arabia and accordingly we do not express an audit or a review
opinion in relation to the adequacy of systems and controls.

This conclusion relates only to the Declaration for the year ended December 31, 2018, and should
not be seen as providing assurance as to any future dates or periods, as changes to systems or
controls may alter the validity of our conclusion.

Limited assurance conclusion

Based on our work described in this report, nothing has come to our attention that causes us to
believe that the Company has not complied, in all material respects, with the applicable
requirements of Article 71 of the Regulations for Companies in the preparation of the Declaration of
related party transactions for the year ended December 31, 2018.

Restriction of use

This report, including our conclusion, has been prepared solely upon the request of the
management of the Company, to assist the Company and its Chairman of the Board of Directors in
fulfilling their reporting obligations to the General Assembly in accordance with Article 71 of the
Regulations for Companies. The report should not be used for any other purpose or be distributed
to or otherwise quoted or referred to, without our prior consent to any other parties other than the
Ministry of Commerce and Investment, Capital Market Authority and the shareholders of the
Company.

PrigewaterhouseCoopers
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Private and confidential

To Shareholders,

Almarai Company,

(A Saudi Joint Stock Company)

Riyadh, Kingdom of Saudi Arabia.

Subject: Compliance with Article 71 of the Saudi Arabian Regulations for Companies

Dear Sirs,

| confirm that the there are no transactions where Directors had any interest, which need approval from the General Assembly,

except for those mentioned below. These transactions form part of the agenda and will be approved by the shareholders atthe
annual general meeting.

Al Kabeer Farms Management Contract 864 2018 Prevailing business conditions
Al Kabeer Farms - Forage Procurement Feed 63,739 2018 Prevailing business conditions
Todhia Farm Lease Contract 813 2018 Prevailing business conditions
Al Nafoura Catering Catering Services 325 2018 Prevailing business conditions
Arabian Shield Cooperative  Insurance 120,498 2018 Prevailing business conditions
Insurance

Arabian Shield Cooperative  Investmentin 3000 2012-2019  Prevailing business conditions
Insurance Instruments

Arabian Shield Cooperative ~ Payment of Sukuk 101 2018 Prevailing business conditions
Insurance Finance Charges

Yamama Cement Company  Payment of Sukuk 365 2018 Prevailing business conditions
Finance Charges

www.almarai.com , info@almarai.com, +917 (11) EV-1000 :usSlo, +377 (1) EVi O? a-.b]tm.d._lag_o_uul dyyell aSlaall NEAM UBLPIAOME Lo (eball dSpui
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A Saudi Joint Stock Company - Share Capital: SR. 10,000,000,000, C.R.No 1010084223, Chamber of Commerce Membership No. 23077
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Mobile Telecommunication Telecommunication 1,418 2018 Prevailing business conditions
Company Saudi Arabia Services

(Zain)

Mobile Telecommunication Pledge of Shares 102,624 2018 Prevailing business conditions
Company Saudi Arabia

(Zain)

Approval of Board of Directors (BOD) of the Company to confirm its obligations under the Deed of Subordination dated 29
July 2013 between, amongst others, the Company as subordinated creditor, Zain KSA as purchaser and BSF as security
agent, and that the security created thereunder shall extend to the liabilities and obligations of (amongst others) Zain KSA in
respect of the facilities granted to Zain KSA.

Rent of Land for Distribution ~ Lease Contract 173 2001-2021  Prevailing business conditions
Centrein Sharjah

Al Jazirah Corporation for Services of Publication 59 2018 Prevailing business conditions
Press, Printing and

Publishing

Arab Company for Procurement Feed 2,327 2018 Prevailing business conditions
Agricultural Services

(ARASCO)

Panda Retail Company Product Sales 701,888 2018 Prevailing business conditions

United Sugar Company Sugar Purchasing 79,315 2018 Prevailing business conditions

Saudi British Bank Bank Services 48,581 2018 Prevailing business conditions

Saudi British Bank Investmentin 110,000 2015-2022  Prevailing business conditions
Instruments

Saudi British Bank Investmentin 167,000 2013-2020  Prevailing business conditions
Instruments

Saudi British Bank Investmentin 148,000 2012-2019  Prevailing business conditions
Instruments

Saudi British Bank Bank Financing* 1,346,621  2016-2027  Prevailing business conditions

Saudi British Bank Payment of Sukuk 14,688 2018 Prevailing business conditions

Finance Charges
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Herfy Food Services

National Commercial Bank

National Commercial Bank

National Commercial Bank

National Commercial Bank

National Commercial Bank

National Commercial Bank

Banque Saudi Fransi

Banque Saudi Fransi

Banque Saudi Fransi

Banque Saudi Fransi

Banque Saudi Fransi

Banque Saudi Fransi

Product Sales 6,095
Bank Services 15,993
Investment in Instruments 125,000
Investment in Instruments 200,000
Investment in Instruments 190,000
Bank financing* 446,429
Payment of Sukuk Finance 1,267

Charges

Bank Services 8,940
Investmentin 100,000
Instruments

Investmentin 50,000
Instruments

Bank Financing* 393,000
Payment of Sukuk 5,280
Finance Charges

Pledge of Zain Shares 102,624

2018

2018

2012 - 2019

2015 -2022

2013-2020

2018 - 2024

2018

2018

2015-2022

2013-2020

2016 - 2019

2018

2018

Approval of Board of Directors (BOD) of the Company to confirm its obligations under the Deed of Subordination dated 29
July 2013 between, amongst others, the Company as subordinated creditor, Zain KSA as purchaser and BSF as security
agent, and that the security created thereunder shall extend to the liabilities and obligations of (amongst others) Zain KSAin
respect of the facilities granted to Zain KSA.

\/_'

Prevailing business conditions
Prevailing business conditions
Prevailing business conditions
Prevailing business conditions
Prevailing business conditions
Prevailing business conditions

Prevailing business conditions

Prevailing business conditions

Prevailing business conditions

Prevailing business conditions

Prevailing business conditions

Prevailing business conditions

Prevailing business conditions
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J.P.Morgan Saudi Arabia Financial Services 2,484 2018 Prevailing business conditions

Limited

* This represents outstanding loan balance as of 31 December 2018.

Yours faithfully >

Sultan bin Moh’érhmed bin Saud Al Kabeer
Chairma/n of the Board of Directors

%z
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Group’s compliance with solvency r iremen

To the management of Almarai Company
(Saudi Joint Stock Company)

This report is produced in accordance with the terms of our agreement dated February 20, 2019,

The management of Almarai Company and its subsidiaries (the “Group”) has prepared the accompanying
schedule of financial information pertaining to the Group’s compliance with the solvency requirements
(the “Schedule”) as specified in Article 12, Part 3 of “Regulatory Rules and Procedures issued pursuant to
the Companies Law relating to Listed Joint Stock Companies” (the “Regulations™) by the Capital Market
Authority for share buy-back transaction which the Group intends to execute during the fiscal year 2019,
and remains solely responsible for the Schedule and for the creation and maintenance of all accounting
and other records supporting its contents.

We have performed the procedures agreed with you, as listed in Appendix A, on the accompanying
Schedule. Our work was performed in accordance with the International Standard on Related Services
(ISRS) 4400 ‘Engagements to perform agreed-upon procedures regarding financial information’, as
endorsed in the Kingdom of Saudi Arabia. The procedures were performed solely to assist the management
in fulfilling its obligations in accordance with the Regulations.

The summary of our findings resulting from performing the procedures is set out in Appendix B.

Our procedures, as stated in our agreement, did not constitute either an audit or review made in
accordance with International Standards on Auditing or International Standards on Review Engagements,
as endorsed in the Kingdom of Saudi Arabia, the objective of which would be the expression of assurance
on the contents of the Schedule. We do not express such assurance. Had we performed additional
procedures or had we performed an audit or review of the Schedule in accordance with International
Standards on Auditing or International Standards on Review Engagements, as endorsed in the Kingdom
of Saudi Arabia, other matters might have come to our attention that we would have reported to you. This
report relates only to the Schedule and does not extend to any financial statements of the Group taken as
a whole.

This report is solely for your use in connection with the purpose specified above and as set out in our
agreement. No part of this report is to be copied or distributed to any other party except as permitted
under the terms of our agreement. We do not accept any liability or responsibility to any third party.

Our obligations in respect of this report are entirely separate from, and our responsibility and liability is
in no way changed by, any other role we may have (or may have had) as auditors of the Group or otherwise.
Nothing in this report, nor anything said or done in the course of or in connection with the services, will
extend any duty of care we may have in our capacity as auditors of any financial statements of the Group.

Yours faithfully,

Pri aterhouseCoopers

J P ] 5 x"
B AAASARET I ¥
- 22 CE%@{I@EWATERHOUSECLBO‘;ERS ﬁdﬂ
e 2 ED PUBLIC ACCOUNTAN

. . r ; LICENSE Np 55 o
License Number 369 <CR 1010371627 2

February 21, 2019

PricewaterhouseCoopers, License No. 25,
Kingdom Tower, P.O. Box 8282, Riyadh 11482, Kingdom of Saudi Arabia
T: +966 (11) 211-0400, F: +966 (11) 211-0401, www,pwe.com,/middle-east
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Appendix A
AGREED UPON PROCEDURES

With respect to the working capital details included in the Schedule, check the arithmetical
accuracy of the calculation of the average of net operating working capital for the years 2020
and 2021 by agreeing amounts of net operating working capital for the both years to the
approved working capital budget provided by management,

With respect to the summary of assets, liabilities and contingent liabilities outstanding as at
December 31, 2018 and the purchase price of the shares inciuded in the Schedule:

a. Agree the summary of assets, liabilities and contingent liabilities as disclosed in the
Schedule to the Group’s audited consolidated financial statements for the year ended
December 31, 2018;

b. Agree the estimated price for the buy back of shares to the quoted market price of
Almarai’s shares as quoted on Tadawul as of the date of this report.

¢. Check the arithmetical accuracy of the computation of the surplus assets as reported
in the Schedule (being the amount of assets remaining after the deduction of
liabilities, contingent liabilities and estimated purchase cost of shares for 2019).

With respect to the treasury shares held at December 31, 2018:

a, Agree the carrying value of treasury shares and retained earnings as disclosed in the
Schedule with the Group’s audited consolidated financial statements for the year
ended December 31, 2018.

b. Check the arithmetical accuracy of the computation of excess of retained earnings

(being the excess of retained earnings over the cost of treasury shares) as shown in
the Schedule.



Appendix B

SUMMARY OF OUR FINDINGS RESULTING FROM PERFORMING THE PROCEDURES

Following is a summary of our findings resulting from performing the procedures described in the
Appendix A.

1.

With respect to procedure number 1, we checked the arithmetical accuracy of the calculation of
the average of net operating working capital for the years 2020 and 2021 by agreeing amounts
of net operating working capital for the both years to the approved working capital budget
provided by management,

No discrepancies were noted.
With respect to procedure number 2, we:

a. Agreed the summary of assets, liabilities and contingent liabilities to the Group’s
audited consolidated financial statements for the year ended December 31, 2018.

b. Agreed the estimated price for the buy back of shares to the quoted market price of
Almarai’s shares as quoted on Tadawul as of the date of this report.

¢. Checked the arithmetical accuracy of the computation of the surplus assets as
reported in the Schedule (being the amount of assets remaining after the deduction
of liabilities, contingent liabilities and estimated purchase cost of shares for 2019).

No discrepancies were noted.
With respect to procedure number 3, we:

a. Agreed the carrying value of treasury shares and retained earnings as disclosed in
the Schedule with the Group’s audited consolidated financial statements for the year
ended December 31, 2018.

b. Checked the computation of excess of retained earnings (being the excess of retained
earnings over the cost of treasury shares) as shown in the Schedule.

No discrepancies were noted.



Jcloll
Almarai

S P

R
S
\Mpda

Schedule of the financial information pertaining (o the Group’s compliance with the solvency
requirements specified in Article 12, Part 3 of Regulatory Rules and Procedures issued pursuant
to the Companies Law relating to Listed Joint Stock Companies by the Capital Market Authority.

A)  Working Capital Sufficiency

Amount in SAR 000
Expected Date of Average Working Capital for 12 months following the date of
Completion of Share completion of share buyback transaction
Buyback Transaction
8-April-2020 2,169,000*

*Average of net operaling working capital for the year 2020 & 2021 as per five-year plan
approved by Board of Directors.

B)  Summary of Assets and Liabilities including Contingent Liabilities:

At 31 December 2018, i.e. date of latest audited annual Financial Stalemenls.

Amount in SAR 000
Assets Liabilities Contingent | Net Assets | Estimated | Surplus assets
Liabilities Purchase
Cost of
Treasury
Shares for
2019
A B C D=A-B-C E F=D-E
32,318,420 | 17,802,430 825,600 13,690,390 | 553,000** 13,137,390

** 10 million shares multiplied by market price of share based on 21 Feb 2019.

C) Treasury Shares

At 31 December 2018, i.e. date of latest audited annual Financial Statements.

Amount in SAR 000
Amount of Treasury Shares Retained Earnings Excess of retained
held earnings
A B C=B-A
593,567 2,991,559 2,397,992

Paul Louis Gay
Chief Financial Officer
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