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Transcript of Earnings Call/Webcast for  Q4 2021 / FY 2021. 

Mezzan Holding Company KSCP. 

 

Date: March 24, 2022 

Time: 14.00 Kuwait Time 

 

Speakers from Mezzan Holding Co. Executive Management: 

Mr. Garrett Walsh - Group CEO 

Mr. Nabil Ben Ayed - Group CFO 

 

Moderator: 

Fawaz Alsirri – Bensirri Public Relations  

 

Fawaz Alsirri:  

Good morning and Good afternoon ladies and gentlemen. This call is held to discuss Mezzan 

Holding’s FY 2021 results, the earnings were filed last Tuesday on March 22, 2022. 

Today is, March 24, 2022 and this call is held live from Kuwait and Dubai. A recording of this 

call will also be available on the same link within two or three hours.  

My name is Fawaz Al Sirri. I am the moderator on the call today, and allow me to introduce 

our speakers for the call. I am with: 

• Mr. Garry Walsh, the company’s CEO. 

• Mr. Nabil Ben Ayed, the company’s Group CFO. 

Ladies and gentlemen, I will be handing over the mic to Garry in a few seconds to start the call 

right after I take you through the usual call format.  

As you know, first, the CEO and the CFO will each deliver their statement for the next 10 

minutes or so, then we will open the floor to the Q&A. 

To participate in the Q&A session, just type in your question on your screen at any time during 

the presentation. You can do that starting from now. 

Some of the statements that might be made today may be forward looking. Such statements are 

based on the company’s current expectations, predictions and estimates. There are no 
guarantees of future performance, achievements or results.  

Mr. Walsh, the mic is yours. 

Garry Walsh: 

Thank you Fawaz and Good morning everyone. 

We will take you through a short presentation reviewing both the tailwinds we enjoyed and 

headwinds we faced during FY 2021. 

I will then discuss financial highlights, after which I will hand over to Nabil, who will take you 

through the details of the financial performance for the FY 2021. 
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Lastly as Fawaz said, we will be happy to receive your questions and answer as much as 

possible today. If we are unable to cover all your questions, please feel free to send your 

questions to our Investor Relations team at ir@mezzan.com and we will get back to you very 

quickly. 

 

From a tailwinds perspective:  

 Acquisition of new brands in KSA and UAE markets. We continue to achieve success 

with the launch of new brands and products.   

 Stable revenue base despite challenging and complex conditions. We are pleased to see 

that our revenue growth meaningfully accelerated in 2021 for our food manufacturing 

and distribution sector versus the previous year, and this gives us an added confidence 

that the investments we’ve made in our legacy brands are working. 
 Tight working capital management. We witnessed good cash management and an 

improvement in the working capital cycle which enabled us to reduce our borrowing 

and financing costs. Our Net Debt in December 2021 was lower by KWD 0.5 million 

compared to the Net Debt of December 2020.  

 

From headwinds perspective: 

 Rising global inflation is impacting the region as prices of commodities and 

transportation surge. After decades lurking in the shadows, inflation is back. In 2021, 

we faced inflationary pressures from jump in costs of imported raw material and 

consumables. 

 Upsets faced in Qatar’s Arab Cup event, such as staff visas delay, low attendance rate 
versus forecast, and menu prices discounts. The company will deliver a larger-scale 

catering service to FIFA World Cup 2022 in Qatar. Mezzan will benefit from the lesson 

learned from the Arab Cup experience and produce better results by improving work 

processes, operation, and cost effectiveness. 

 Lower profit margin pressured by discounts and promotions. We have increased our 

marketing spend in 2021 to sustain and increase our market share.  

In terms of our financial highlights and headline numbers for FY 2021 ended 31 

December 2021: 

 Mezzan’s revenue reached KWD 245.1 million down slightly from KWD 246.4 million 

in the previous comparable period, for a slight decline of 0.5%.  

 Gross Profit reached KWD 53 million compared to KWD 59.3 million in the 

comparable period, for a decrease of 10.7%. Gross Profit Margin decreased by 250 

basis points to reach 21.6%. 

 While EBITDA, reached KWD 21.8 million, down from KWD 25.4 million in the 

comparable period, for decrease of 14.1%.  

 The group achieved net profit of KD 9.6 compared to KD 12.6 million in 2020, a 

decrease of 23.7%. 

 Finally, Mezzan’s net profit to shareholders of the parent company reached KWD 8.4 

million for FY 2021, compared to KWD 10.9 million in the previous year, for a 

decrease of 22.8%. 

mailto:ir@mezzan.com
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At this point I will hand over to Nabil to take you through the financials in more details 

discussing the performance of the financial year ended 31 December 2021. 

Nabil Ben Ayed: 

Thank you Garry and Fawaz. And thank you everyone for attending the call. I will walk you 

through the financial results of the financial year ended 31 December 2021: 

As for revenue contribution by business line at Mezzan Group: 

 In FY 2021, the food group accounted for 67% of total group revenue in, for a decline 

of 0.7% compared to 2020; while the revenue of non-food group accounted for the 

balance of 33% of total group revenue, for a decline of 0.2%. 

 In FY 2021, Revenue of Food Manufacturing and Distribution increased by 5.2% 

contributing to 49.3% of Group revenue. 

 Revenue of Food Catering decreased by 8.7% contributing to 12.5% of Group revenue. 

 Revenue of Food Services decreased by 24.5% contributing to 5.3% of Group revenue.  

 Revenue of FMCG and Healthcare decreased by 1.8% contributing to 30.6% of Group 

revenue. 

 Revenue of Industrial segment increased by 26.4% contributing to 2.3% of Group 

revenue. 

We now move on to discuss operations per geography for FY ended 31 December 2021: 

 Operations in Kuwait contributed to 72.4% of Mezzan's revenue, down by 1.5%. 

 Revenue from our operations in the United Arab Emirates contributed to 12.9% of 

Mezzan's revenue, increased by 17.3% compared to 2020 due to an improvement in our 

distribution business.  

 Revenue in Qatar increased by 0.3%, and contributes to 8.2% of Mezzan's revenue.  

 Saudi Arabia accounted for 2.2% of Mezzan’s revenue for an increase of 9.5% on the 

back of introduction of new brands in the Saudi market. 

 In Jordan, sales increased by 14.8% as we continue to improve our distribution coverage 

and product portfolio. Jordan revenue contributed to 3% of Mezzan's revenue. 

 Revenue from operations in Afghanistan was down 85%, due to the complete departure 

of U.S. troops from the country and the Afghan political turmoil. Worthy of mention 

that Mezzan has exited and concluded its business in Afghanistan, and all Mezzan 

employees were safely evacuated from the country. Afghanistan market accounted for 

0.3% of Mezzan revenue.  

 While our operations in Iraq accounted for only 1% of Mezzan's revenue with an 

increase of 2.1%. 

Moving to the Profit and Loss: 

In 12M 2021 ended 31 December 2021, Mezzan Group recorded: 

 Revenue of KWD 245.1 million, for a decrease of 0.5% compared 2020.  

 Gross profit reached KWD 53 million, compared to KWD 59.3 million in the previous 

year, and Gross Profit Margin reached 21.6%, compared to 24.1%. in 2020. 

 EBITDA reached KWD 21.8 million, down from KWD 25.4 million in the previous 

year, for a decrease of 14.1%. 
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 Financing costs and other expenses decreased to KWD 1.1 million, compared to KWD 

3.9 million in 2020. 

 In summary, Net profit had reached KWD 9.6 million in 2021, lower by 23.7% from 

the same period in 2020.  

 Net profit attributable to equity holders of the parent company reached KWD 8.4 

million, compared to KWD 10.9 million in 2020 for a decrease of 22.8%.  

From a cash flow perspective: 

 Mezzan recorded operating cash flow before working capital changes of KWD 23 

million in 2021, compared to KWD 30.7 million in 2020. Lower by KWD 7.7 million. 

 We have recorded an inflow of working capital cash flow of KWD 0.4 million 

compared to an investment in working capital of KWD 6.6 million last year. 

 Mezzan’s Cash flows from Operating Activities reached KWD 22.6 million in 2021, 

compared to KWD 37.3 million last year. 

 Cash flows used in investing activities reached KWD 10.8 million mostly on the back 

of maintenance capital expenditure. 

 As such, we recorded positive Cash Flows before Financing Activities amounted to 

KWD 11.8 million in 2021 compared to KWD 31.4 million in 2020. 

 Our Net Debt stood at KWD 53 million in 2021, Down by KWD 0.5 million from 2020 

levels. 

From a balance sheet perspective: 

As of 31 December 2021, Mezzan’s balance sheet size reached KWD 267.5 million, equity to 

shareholders of parent company of KWD 111.4 million and Net Debt of KWD 53 million. 

Our Net Debt to EBITDA has reached 2.43x and is down by 0.32x compared to 31 December 

2020. 

And now, I open the floor to your questions. Thank you 

 

Fawaz Alsirri:  

Thank you, Nabil. And thank you, Garry, for taking us through your results for the year. We 

will now be taking our audience's question. I would like to remind everyone that we're working 

remotely from multiple locations, which may take us longer to address your question. For now, 

please give us a moment to see if we have any similar questions so that we can group them 

together in the interest of your time. Thank you for waiting. We have questions coming in. Our 

first question is from Mohammad Al Talib, he is asking, is there a strategy to minimize 

promotional & discounting activities? I am confused, Mohammad is asking, why these 

activities took place when we are experiencing inflation headwinds.... Garry, would you like 

to answer that question? 

Garry Walsh: 

Sure. The short answer is yes, we are reducing our marketing spend on a go forward basis. 

Unfortunately, at the end of last year, we had not so much promotional and discounts, but 

mixed issues that went against us. They've been corrected as we go through Q1 and we wouldn't 

expect them to reoccur on a go forward basis. We also have to recognize that in many cases we 
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have commitments with our partners that we needed to deliver. So we needed to make sure that 

we did that. However, to Mohammad's point. Yes, there is a clear process in place on a go 

forward basis. 

Fawaz Al Sirri: 

Thank you, Garry. Mohammad has a follow up question. It's asking: what are the challenges 

behind raising prices, especially since you are operating in many countries. Is it mainly 

regulatory roadblocks? 

Garry Walsh: 

Sure. I'll take that one as well. So Muhammad, if I answer that country by country, I think if 

you start with Saudi, it's relatively an easy process. There is no regulatory involvement at all 

really, it's directly with the retailers and as such directly with the consumers i.e. you can pass 

through the prices as long as you're confident that your competitors will do the same. It 

shouldn't impact on your business unduly. Within the UAE, some of our products are 

unregulated. Some of our products are regulated. Within the unregulated ones it takes about 

two months to agree it with customers and implement from there. I mean, obviously in the 

current environment, we're very much taking this is the position and people either want to buy, 

or don't want to buy. For the regulated products we have to go through the ministry. 

Garry Walsh: 

And that process is pretty clear, pretty transparent. We have provided them with all of the 

information they have requested. We've already seen some movement from competitors. So 

we would be hopeful that by the end of Ramadan, we would be seeing increases there. 

Similarly, within Qatar. Within Kuwait, there is a ministerial order, which was put in place at 

the start of COVID. Some people had attempted to price gouge. So at that point, the minister 

of trade had put in an edict preventing price increases in the market. We would be hopeful that 

over the next few weeks, that edict would be cancelled as we come out of COVID and that 

therefore that would allow us to negotiate with the co-ops and the key accounts in the normal 

fashion to put through price increases. 

Garry Walsh: 

In the meantime, we are looking at any other cost elements we can address in terms of 

repositioning products, remixing products, reducing cost in any way we can. So in terms of our 

four big markets, those are the processes and broadly that's where we're at. However, I would 

emphasize that in many of our agency businesses, our commitment to our agencies is that we 

will pass on the price increases, and we will take price increases when we can pass them on. 

So in many of the cases, until we can actually recover them in the market. We're not obligated 

to take the price increase from the supplier. 

Fawaz Al Sirri: 

Thank you, Garry. Next up, we have two questions. Both are for Nabil. The questions are from 

Nishit, and Nabil I'm going to ask them first and you can provide an answer, then I'm going to 

ask the second one, and then we'll get the second answer. So Nishit's first question is, which 

line item have you recorded an impairment reversal of KWD 1.2mn in 4Q “Key money with 
indefinite life”? Can you please explain on this as well? 
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Nabil Ben Ayed: 

Thank you Nishit for the question. The answer, yes. We reversed an impairment which was 

done previous years on right of use of assets. The reverse was done in Q4 because as the IFRS, 

the impairment testing is made at the end of the year. So yes, we reversed that because there is 

no justification anymore to provide the impact. 

Fawaz Al Sirri: 

Nishit's second question is, are you struggling to get paid on time? This questions for Nabil as 

well. Are you struggling to get paid on time? Receivables have spiked. Would you be 

considering doing factoring again? 

Nabil Ben Ayed: 

Thank you again for the question. Yes. In fact, there is a spike, but the spike is I would say 

more or less reasonable because it's mainly driven by the MOH ministry of Health in Kuwait. 

Which is our main clients for certain products like medicines and other things. The factoring 

is in place because needs another... We extend those factor into that category of balances or 

not. We are under process to review that and possibly we will see changes in 2022. 

Fawaz Al Sirri: 

Thank you. We're going through the questions now to see if there's more coming in. Garry we 

have a question coming your way by Hadeel Al Masry. Hadeel asking Garry, how much do 

commodity and transportation costs represent out of your total cost? And which commodities 

represent the bulk of raw material cost? Garry? 

Garry Walsh: 

Sure. I don't think we give the minute detail that Hadeel is asking for, but I'm more than happy 

to share some broad data. Obviously we, through our chips business are a key consumer of 

potatoes that goes without saying. It's within our own brands, it's a key area for us. If you look 

at commodity prices for potatoes, whilst they have gone up slightly, they certainly have not 

gone up exponentially. However, those commodities are grown in India, Germany, and Egypt. 

Well, we source from India, Germany, and Egypt, and obviously the transportation cost of 

getting those products to us has increased substantially. So for a low value commodity, really 

our input costs have been driven by the transport. Likewise on rice, rice as you know is a key 

component for us within Kuwait. 

Garry Walsh: 

And we've had the same relationships for a long period of time. We have very good 

relationships with our suppliers and the pricing has been managed on a very collegial basis. 

However, the transportation is outside our control. I think everybody's familiar with the 

numbers that are being quoted on transportation, but for us at the end of the day, that drives a 

total bottom line impact. As I said earlier, obviously there's a high focus on promotions, on 

discounting, on marketing, on everything else to try and make sure that we don't find ourselves 

in the same situation on a go forward basis. 

Fawaz Al Sirri: 
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Thank you, Garry. We have another question for you from this time it's from Nishit. Nishit is 

asking, given the delays and limited flexibility to increase prices that further increase in RM, 

will margins get further squeezed in the next year? 

Garry Walsh: 

So again, I mean, half of our business roughly is protected by virtue of being an agency 

business. So that should be okay. Obviously on the other commodities, we will be hopeful of 

getting price increases through. In Saudi we have actually already implemented the price 

increases. So as I think someone asked earlier on, it varies on a market by market basis. We 

are aggressively trying to push those price increases through. So as of now, I don't think we 

can be certain and we will brief much more fully at the end of our Q1 call because by then we 

should know where we are post Ramadan. 

Fawaz Al Sirri: 

Thank you, Garry. We have a question for Nabil from Ms. Hadeel Al Masry. Ms. Hadeel, is 

asking, can you share with us expected revenues on margins from the Fifa World Cup, the 

question is for Nabil. But I think Mezzan Holding has as a policy not to disclose the margins 

of specific projects, but Nabil the mic is yours. 

Nabil Ben Ayed: 

Thank you, so Hadeel thank you for the question, we will not disclose exactly the margins, 

expected margin, but what I can tell you is that the basis on our experience inside our Arab 

Cup involvement, we have to wait, honestly, to get the confirmation of the real expected, I 

would say participants and attendance for this. So, we base it on the current program, the tickets 

will be sold by end of May. So, by end of May, we will have a better idea, better visibility on 

the number of attendants. And there we can have a better idea on what we expect. Just this is 

what I can tell you. There are many factors which are influence and impacting the event. 

COVID non COVID political things. So, whatever is there, I will say we can have better 

visibility later on. 

Garry Walsh: 

I would just add to that and say the good thing about the FIFA's ticket sale process is that it 

gives us visibility far out. One, but also would allow us to take insurance against that. So we 

don't have the level of risk that we would've had going into the Arab Games. 

Fawaz Al Sirri: 

Thank you, Garry. Next up is a question for Nabil. Alaa is asking what is the reason behind 

17% year on year drop in FMCG revenue in the fourth quarter? 

Nabil Ben Ayed: 

So, yeah, Alaa we don't disclose this kind of information. Sorry to decline. 

Fawaz Al Sirri: 

Thank you. Next question from Mohammad. Mohammad is asking, are purchase commodities. 

And this questions for Nabil as well. Are purchase commodities transported by bulk shipping. 

If so, how often are these shipments made? 
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Nabil Ben Ayed: 

Well, the answer is yes, we transported by bulk whenever it is needed, whenever the quantity 

is there. How often I would say as much as we need, there is a rotation of the good, and there 

is the life cycle of it on the market. So depending on those two factors, we organize and we 

have a specialized team taking care of that on a regular basis. 

Garry Walsh: 

If the question relates to, is it bulk shipments or containerized shipments, which may be at the 

route given. The containerized shipments is by far the majority of our commodity purchases. 

Fawaz Al Sirri: 

We have one last question that we're going to go through. This question is from the Nishit. And 

it's asking for a reason for the spike in SG&A in the fourth quarter. Nabil? 

Nabil Ben Ayed: 

Yeah. Mainly promotion. So I am mixed promotion expenses that we have it. 

Fawaz Al Sirri: 

Thank you. Thank you. Let me just take one last look, see on our roster to see if we have any 

questions. Nope that's it. We have answered all the questions that we received. Thank you all 

for joining us today. And we'll look... This by the way, a live recording of this presentation, of 

this call will be available on the same link that you use in about two hours or so. That's if you 

want to go back to listen to something that you felt that you may be missed. Thank you again 

for joining us today. We'll see you again for the first quarter results. Thank you everyone. 

Nabil Ben Ayed: 

Thank you. 

Garry Walsh: 

Thanks all. 

 


