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AGTHIA GROUP PJSC DIRECTORS’ REPORT

Dear Shareholders,

On behalf of the Board of Directors, | am pleased to present our quarterly report and consolidated financial
statements of Agthia Group PJSC (“the Company) and its subsidiaries (“the Group”) for the period ended 30 June
2017.

The economic and geopolitical canvas that prevailed so far in 2017 has brought additional and stronger challenges
to navigate around across our operational hinterland. In the UAE, persistently soft consumer markets, in which
the players are going to great lengths in order to sustain their competitiveness, required us to exercise formidable
effort to continue to grow our businesses. On the other hand, higher operating costs on account of rationalized
government subsidies and additional fiscal measures to counter the impact of low oil prices made it a very arduous
task to protect our profits. In wider GCC, recent geopolitical developments have stalled our efforts to generate

new revenue streams for our businesses.

Itis in this environment that the Group has recorded AED 1.07 billion net revenues and AED 118 million net profit
in the first six months of the year. While revenues grew by 2.2 percent versus last year, driven by Water, net profit
declined by 18.7 percent, mostly as a direct consequence of subsidy rationalization acting upon our Flour and
Animal Feed businesses since the second half of last year. Notwithstanding, it is imperative to put this decline in
proper perspective; AED 27 million fall in profit is significantly less than the negative impact of subsidy policy
changes of last year owing to strong profit growth in our consumer categories as well as remarkable turnarounds
in Turkey and Egypt units. Considering the incremental burden of utility cost increases that came into effect as of
the beginning of this year in Abu Dhabi, it renders a great deal of determination by our management and
employees to offset these adverse drivers on profit, and is an indisputable testament to our commitment to

deliver the best value to our shareholders no matter what the circumstances are.

CATEGORY PERFORMANCES

Our Consumer categories continued to drive the growth, reaching AED 557 million revenues, an increase of 22.5
percent versus last year. Being subject to substantial subsidy rationalization since middle of last year, our Agri

businesses recorded AED 510 million revenues and posted 13.5 percent decline versus year ago.

Water and Beverages, consisting of bottled and 5-gallon water, and juice drinks and fresh juices, recorded AED
465 million and AED 90 million net revenues and net profit, respectively. Further reinforced by our recent water

acquisition in Saudi Arabia, revenues posted 28 percent growth while profits surged by 39 percent og%hg,;oame
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period of last year. Stripped off Saudi contribution that was not in the base period, revenue still recorded a healthy
6 percent increase versus last year in a bottled water market growing only at 4-5 percent and juices market
declining in the vicinities of ten percent in the UAE. Al Ain ZERO, our breakthrough “no-sodium” product that was
introduced back in August 2016, passed 4 percent market share, and overall Al Ain water market share reached
27 percent, increasing its gap versus nearest competitor to over 900 basis points. Following the changes we
implemented in our business model and subsequent organizational streamlining, our Turkey Alpin natural spring
water unit is barely short of breakeven profit in the first six months of the year, which is an excellent achievement
when compared against historical losses. Our 5-gallon HOD (Home and Office Distribution) business contributed
strongly into overall category growth, further elevated by a very successful launch of Al Ain ZERO 5-gallon water
in the UAE in the second quarter. Although Capri Sun fruit juices was negatively affected by Ramadan and school
holiday season especially in the month of June, overall beverages still managed to post single-digit revenue growth

on account of fast-growing Al Ain fresh juices with their new labels and line extensions.

Flour and Animal Feed recorded AED 510 million net revenues and lagged behind last year by 13.5 percent. Flour
contributed AED 219 million in revenues, staying short of last year by 5.5 percent. Since subsidy rationalization of
last year, Flour has been subject to aggressively competitive market conditions including increased market activity
of low-priced imported flour. Notwithstanding, thanks to various actions ranging from price increases to
introducing low-cost value-range products, from loyalty programs to the launch of “bakery ingredients” products
for bakeries, our teams have been remarkably successful in significantly containing our inevitable losses both in
volume and profitability. After an initial sharp share loss in retail from around 31 percent to 25 percent by the end
of last year, we managed to take 2 percentage points back since then. Defending our share certainly brought
pressure on our profitability but Flour business still maintains healthy margins when compared to worldwide
benchmark levels, providing us with ample room for further initiatives to counter the new wave of subsidy
rationalization that comes into effect as of 1 July 2017. Animal Feed recorded net revenues of AED 293 million,
or 18.7 percent behind last year. Net segment profit for the same period was AED 16 million. Again, putting things
in perspective, AED 34 million fall in profit is significantly less than the negative impact of subsidy rationalization
of last year, and is actually a very strong reflection of the success of our profit protection initiatives that we
immediately deployed both internally and externally. It is one full year now that we are operating in a mostly
unsubsidized market, and thanks to these initiatives we started to see signs of stabilization after the initial impact,
especially noticeable in the second quarter of the year. We are optimistic about further stability in this category
in the second half of the year on the back of our relentless efforts to be innovative in providing goods and services

to the farms of our nation, and to a range of initiatives that are already in the pipeline for execution as soon as

July-August.
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Food category posted AED 92 million revenues, minimally ahead of last year. Much better news here ist at the
category losses have now reduced to a mere AED 1.8 million, down by 77.6 percent from last year. Dairy, with
Yoplait, increased revenues by 2.2 percent in a market where underlying fruit and kids yogurt segments declined
by as much as 10 percent, and has been the largest contributor in overall category profit turnaround. Our efforts
to scale up our Bakery business, which is composed of ambient and frozen bakery, and Monty’s Bakehouse
franchise, started to bear fruit in especially frozen bakery. In addition to a recent agreement with Dunkin’ Donuts
to supply butter croissants both in the UAE and KSA, we landed a long-term agreement with one of the largest
government schools’ food suppliers to provide them with filled frozen croissants. Overall, Bakery segment grew
by 21 percent versus year ago. Although Tomato Paste and Frozen Vegetable businesses are currently
experiencing a tougher ride both in the UAE and Egypt with revenues declining by 16 percent. However, our Egypt
unit has turned into positive net income from an equivalent amount of net losses in the same period last year as

a consequence of successful cost optimization, marginally helped by currency devaluation.

You will find detailed financial results of the Group in the accompanying consolidated financial statements.
However, | do not want to pass here without highlighting our Group gross profit margin, which, at 34.1 percent,
is only 76 basis points lower than last year, considerably recuperating several hundred basis points back from the
unfavorable impact of subsidy rationalization. We are all very proud of this as we demonstrated our adaptability
to changing conditions in a determined and agile manner both in terms of generating additional revenue streams
and reducing our costs through effective initiatives. As | mentioned above, this is an outcome of our commitment
to deliver the best value to our shareholders under any circumstances, and | want to use the opportunity to extend
my sincere thanks once again to our leadership and employees for making this true, and to our shareholders for

their continued faith and trust in us.

— \u O

Eng. Dhafer Ayed Al Ahbabi

Chairman
26 July 2017
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Agthia Group PJSC

Condensed consolidated interim statement of profit or loss (unaudited)

for the period ended 30 June

Revenue
Cost of sales

Gross profit

Selling and distribution expenses
General and administrative expenses
Research and development expenses
Other income, net

Operating profit

Finance income
Finance expense

Profit for the period before income tax
Income tax (expense) / credit

Profit for the period attributable to
equity holders of the Group

Basic and diluted earnings
per share (AED)

Six Six Three Three
months months months months
ended ended ended ended

30 June 30 June 30 June 30 June
2017 2016 2017 2016
AED’000 AED’000 AED’000 AED’000
1,067,521 1,044,661 546,850 558,755
(703,368) (680,338) (357,627) (366,616)
364,153 364,323 189,223 192,139
(177,020) (147,838) (85,988) (76,572)
(85,056) (76,421) (43,314) (41,752)
(3,305) (2,588) (1,696) (1,284)
15,816 4,966 4,738 3,415
114,588 142,442 62,963 75,946
11,309 8,686 5,602 4,034
(7,467) (5,721) (3,118) (2,053)
118,430 145,407 65,447 77,927
(205) (35) 344 (65)
118,225 145,372 65,791 77,862
0.197 0.242 0.110 0.130

The notes set out on pages 12 to 26 form an integral part of these condensed consolidated interim financial information.
The independent auditors’ report on review of these condensed consolidated interim financial information is set out on pages 4 and 5.
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Agthia Group PJSC

Condensed consolidated interim statement of other comprehensive income (unaudited)

for the period 30 June

Six Six Three
months months months
ended ended ended
30 June 30 June 30 June
2017 2016 2017
AED’000 AED’000 AED’000
Profit for the period 118,225 145,372 65,791
Other comprehensive income
Items that are or may be subsequently
reclassified to profit or loss
Foreign currency translation difference
on foreign operations 140 (2,186) 967
Cash flow hedge — effective portion of
changes in fair value 2,133 (10,381) 1,482
Cash flow hedge — reclassified to profit
or loss 9,280 - 2,761
Other comprehensive income 11,553 (12,567) 5,210
Total comprehensive income for the
period attributable to equity
holders of the Group 129,778 132,805 71,001

The notes set out on pages 12 to 26 form an integral part of these condensed consolidated interim financial information.

Three
months
ended

30 June
2016
AED’000

77,862

(584)

(9,697)

(10,281)

67,581

The independent auditors’ report on review of these condensed consolidated interim financial information is set out on pages 4 and 5.
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Agthia Group PJSC

Condensed consolidated interim statement of financial position

as at

Non-current assets

Property, plant and equipment

Advances for property, plant and equipment
Goodwill

Intangible assets

Other advances

Other assets

Total non-current assets

Current assets

Inventories

Trade and other receivables

Due from related parties

Government compensation receivable
Cash and bank balances

Total current assets

Current liabilities

Bank borrowings (current portion)
Trade and other payables

Due to related parties

Total current liabilities
Net current assets

Non-current liabilities

Provision for end of service benefits
Bank borrowings (non-current portion)
Deferred tax liabilities

Other financial liabilities

Total non-current liabilities

Net assets

Note

oo

10

11
13
14

11

30 June
2017
(Unaudited)
AED’000

1,048,175
16,814
326,447
32,039
34,021
3,936

1,461,432

274,266
449,554
250
80,753
612,962

1,417,785

314,339
414,833
5,691

734,863
682,922

67,792
348,928
240
1,930

418,890
1,725,464

31 December
2016
(Audited)
AED’000

1,016,505
9,957
188,336
32,608

1,587
1,248,993

301,220
346,699
380
95,357
552,455

1,296,111

304,959
318,638
1,805

625,402
670,709

61,101
165,303
323
7,289

234,016
1,685,686

The notes set out on pages 12 to 26 form an integral part of these condensed consolidated interim financial information.
The independent auditors’ report on review of these condensed consolidated interim financial information is set out on pages 4 and 5.






Agthia Group PJSC

Condensed consolidated interim statement of changes in equity (unaudited)

for the period ended 30 June

Balance at 1 January 2016

Total comprehensive income
for the period
Profit for the period

Other comprehensive income:
Foreign currency translation

difference on foreign operations
Cash flow hedge — effective
portion of changes in fair value
(net)

Total comprehensive income

Owners’ changes directly in
equity
Dividend for the year 2015

Balance at 30 June 2016

Balance at 1 January 2017

Total comprehensive income
for the period
Profit for the period

Other comprehensive income:

Foreign currency translation
difference on foreign operations

Cash flow hedge — effective

portion of changes in fair value

Cash flow hedge — reclassified to

profit or loss

Total comprehensive income

Owners’ changes directly in
equity

Dividend for the year 2016

Balance at 30 June 2017

Share Legal Translation Other Retained
capital reserve reserve reserve earnings Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
600,000 121,423 (21,568) - 844,556 1,544,411
- - - 145,372 145,372
- - (2,186) - - (2,186)
- - - (10,381) - (10,381)
- - (2,186) (10,381) 145,372 132,805
- - - - (75,000) (75,000)
600,000 121,423 (23,754)  (10,381) 914,928 1,602,216
600,000 146,850 (40,303) (19,260) 998,399 1,685,686
- - - - 118,225 118,225
- - 140 - - 140
2,133

- - - 2,133 -
- - - 9,280 - 9,280
- - 140 11,413 118,225 129,778
- - - - (90,000) (90,000)
600,000 146,850 (40,163) (7,847) 1,026,624 1,725,464

The notes set out on pages 12 to 26 form an integral part of these condensed consolidated interim financial information.
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Agthia Group PJSC

Condensed consolidated interim statement of cash flows (unaudited)

for the period ended 30 June

Cash flows from operating activities

Profit for the period

Adjustments for:

Depreciation

Amortisation of intangible assets

Finance income

Finance expense

Gain on sale of property, plant and equipment

Movement in provision for slow moving inventory, net

Movement in allowance for impairment loss
Provision for employees’ end of service benefits
Income tax expense

Change in:

Inventories

Trade and other receivables - net

Due from related party

Government compensation receivable
Due to related party

Trade and other payables

Other financial liabilities - net

Cash generated from operating activities
Payment of employees’ end of service benefits
Income tax paid

Net cash from operating activities

Cash flows from investing activities

Acquisition of property, plant and equipment
Proceeds from sale of property, plant and equipment
Acquisition of subsidiary

Other advances

Funds invested in fixed deposits

Interest received

Net cash used in investing activities

Cash flows from financing activities

Bank borrowings — net

Proceed from long term loan

Proceeds from settlement of derivative - net
Interest paid

Dividend paid

Net cash flows from / (used in) financing activities

Increase / (decrease) in cash and cash equivalents
Effect of foreign exchange
Cash and cash equivalents as at 1 January

Cash and cash equivalents as at 30 June

The notes set out on pages 12 to 26 form an integral part of these condensed consolidated interim financial information.

30 June 30 June
2017 2016
Note AED’000 AED’000
118,225 145,372
54,271 43,588
535 891
(11,309) (8,686)
7,467 5,721
6 (6,487) (144)
8 3,350 1,599
9 3,177 970
5,462 5,858
205 35
174,896 195,204
37,195 (57,384)
9 (74,528) (113,088)
14 130 -
14,604 (10,961)
14 3,886 4,399
13 78,098 106,434
(3,466) 10,841
230,815 135,445
(7,748) (1,518)
(288) (35)
222,779 133,892
6 (52,367)  (100,813)
6 7,447 998
(187,751) -
(34,021) -
(23,064) (1,557)
10,608 6,064
(279,148) (95,308)
11 17,539 38,478
11 183,625 -
(2,209) -
(7,083) (5,157)
(90,000) (75,000)
101,972 (41,679)
45,603 (3,095)
65 152
21,373 44,155
10 67,041 41,212

The independent auditors’ report on review of these condensed consolidated interim financial information is set out on pages 4 and 5.

11



Agthia Group PJSC

Notes to the condensed consolidated interim financial information
for the period ended 30 June 2017

1 Legal status and principal activities

Agthia Group PJSC (“the Company’’) was incorporated as a Public Joint Stock Company pursuant
to the Ministerial Resolution No. 324 for 2004 in the Emirate of Abu Dhabi. General Holding
Corporation PJSC (SENAAT) owns 51% of the Company’s shares which is wholly owned by the
Government of Abu Dhabi. The principal activities of the Company are to establish, invest, trade
and operate companies and businesses that are involved in the food and beverage sector.

The condensed consolidated interim financial information of the Company as at and for the six
months period ended 30 June 2017 comprise the Company and its below mentioned subsidiaries
(together referred to as the “Group”).

Country of Share of Principal Activities
incorporation  equity (%)
Name of subsidiaries and operation 2017 2016
Grand Mills Company PJSC UAE 100 100  Production and sale
of flour and animal
feed.
Al Ain Food and Beverages PJSC UAE 100 100  Production and sale
(AAFB-UAE) of bottled water,
flavored water,
juices, yogurt,
tomato paste, frozen
vegetables and
frozen baked
products.
Agthia Group Egypt LLC Egypt 100 100  Processing and sale
(Agthia Egypt) of tomato paste,
chilli paste, fruit
concentrate and

frozen vegetables.

Agthia Grup lcecek ve Dagitim Turkey 100 100  Production, bottling

Sanayi ve Ticaret Limited Sirketi and sale of bottled

(Agthia Turkey) water.

Al Bayan Purification and Potable UAE 100 100 Production, bottling

Water LLC and sale of bottled
water.

Shaklan Plastic Manufacturing Co. UAE 100 100  Production of

LLC plastic bottles and
containers

Al Manal Purification and Bottling Oman 100 100  Production, bottling

of Mineral Water LLC and sale of bottled
water.
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