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major global players in the

production and distribution of food and beverages essential for

daily wellness: milk, mainstream dairy products (yoghurt,

cream-based white sauces, desserts and cheeses) and fruit-based

drinks, which in 2008 created revenues for 3.9 billion 
euros. More than 14,000 employees work for Parmalat

in Europe, the Americas, Africa and Australia.

Parmalat has always developed leading-edge technologies in

UHT milk, Extended Shelf Life milk, functional milks and high-
added-value functional fruit drinks.

Parmalat S.p.A., the Parent Company, is a public company listed on

the Italian Stock Exchange since October 2005.



Annual Report 2008



2

PARMALAT ANNUAL REPORT 2008

Countries of 
Operation

67
manufacturing
facilities

14,000
employees

more than

net revenues3.9 mld €



3

PRESENCE THROUGH LICENSEES

PRESENCE THROUGH MANUFACTURING

COUNTRIES OF OPERATION



4

PARMALAT ANNUAL REPORT 2008

Mission 6

A Letter to Shareholders 8

Financial Highlights 10

Information about 
Parmalat’s Securities 14
Performance of Parmalat’s Shares 14
Shareholder Base 15
Characteristics of the Securities 16

Human Resources 18

Governance Bodies 19

REPORT ON OPERATIONS 20

Review of Operating and 
Financial Performance 22
Parmalat Group 22
Parmalat S.p.A. 28

Revenues and Profi tability 34
Italy 38
Other Countries in Europe 42
Canada 50
Africa 54
Australia 60
Central and South America 64

Human Resources 72
Group Staffi ng 72
Union Relations 72
Management and Development of Human Resources 73
Communications 73
Corporate Social Responsibility 73

Capital Expenditures 74

Research and Development 75

Financial Performance 76
Structure of the Financial Position of the 
Group and its main companies 76
Change in Net Financial Position 77

Managing Business Risks 78
Operating Risks 78
Financial Risks 79
Risks of a General Nature 80

Tax Issues 81

Report on Corporate Governance 82
Issuer’s Governance Structure and Profi le 82
Share Capital and Shareholders 83
Board of Directors 86
Functions of the Board of Directors 92
Handling of Corporate Information 97
Establishment and Rules of Operation of the 
Internal Committees of the Board of Directors 97
Litigation Committee 98
Nominations and Compensation Committee 99
Compensation of Directors 99
Internal Control and Corporate Governance 
Committee 100
Internal Control System 101
Guidelines for Transactions with Related Parties 105
Election of Statutory Auditors 105
Statutory Auditors 107
Relationship with Shareholders 109
Shareholders’ Meeting 110
Changes Occurring Since the 
End of the Reporting Year 111
Information About Compliance with the Code 111
Annex A 112
Annex B 114
Annex C 115

Key events of 2008 116

Events occurring after 
December 31, 2008 120

Business Outlook 122

Motion submitted by the 
Board of Directors to the 
Shareholders’ Meeting 123

Contents



5

CONTENTS

PARMALAT S.P.A.

Separate Financial Statements 
at December 31, 2008 124
Balance Sheet 126
Income Statement 128
Cash Flow Statement 129
Changes in Shareholders’ Equity 130
Notes to the Separate Financial Statements 132
Valuation Criteria 134
Transactions Between Group Companies 
and with Related Parties 144
Notes to the Balance Sheet - Assets 148
Notes to the Balance Sheet -
Shareholders’ Equity 161
Notes to the Balance Sheet - Liabilities 164
Guarantees and Commitments 169
Legal Disputes and Contingent Liabilities 
at December 31, 2008 170
Notes to the Income Statement 177
Other Information 183

Certifi cation of the Statutory 
Financial Statements 
pursuant to Article 81-ter of CONSOB Regulation 
n. 11971 (which cites Articles 154-bis, 
paragraph 5 TUF), of May 14, 1999, as amended 194

Report of the Independent Auditors 196

PARMALAT GROUP 

Consolidated Financial Statements 
at December 31, 2008 200
Consolidated Balance Sheet 202
Consolidated Income Statement 204
Consolidated Cash Flow Statement 205
Changes in Shareholders’ Equity 206
Notes to the Consolidated Financial Statements 208
Principles of Consolidation 209
Scope of Consolidation 211
Valuation Criteria 213
Transactions Between Group Companies and 
with Related Parties 223
Notes to the Balance Sheet - Assets 226
Notes to the Balance Sheet - Shareholders’ Equity 242
Notes to the Balance Sheet - Liabilities 246
Guarantees and Commitments 258
Legal Disputes and Contingent Liabilities 
at December 31, 2008 259
Notes to the Income Statement 267
Other Information 272

Certifi cation of the Consolidated 
Financial Statements 
pursuant to Article 81-ter of CONSOB Regulation 
n. 11971 (which cites Articles 154-bis, 
paragraph 5 TUF), of May 14, 1999, as amended 300

Report of the Independent Auditors 302

Report of the Board of Statutory 
Auditors 306











43

EMPLOYEES 

2969
MANUFACTURING FACILITIES

O
th

er
 C

o
un

tr
ie

s 
in

 E
ur

o
p

eDespite the uncertainty about the impact of the fi nancial crisis on the real economy, which effectively 
contributed to reducing the population’s propensity to consume, the Business Unit improved its 
profi tability, increasing the return on sales by more than 3 percentage points compared with 2007. 
This performance was achieved by holding unit sales steady and implementing incisive sales 
policies, which more than offset the impact of increases in production costs and overhead.

MARKETS AND PRODUCTS
The UHT milk market and the fruit beverage market are highly concentrated, owing in part to 
the policy of acquisitions pursued in recent years both by local operators and international 
groups.
In Russia, Parmalat produces, distributes and markets throughout the country unrefrigerated 
products (milk, cream and fruit beverages) and other imported products. All fresh dairy 
products (milk, cream, fresh cheese, yogurt and fermented milk) are marketed only in areas 
within a radius of 250-300 km from the production facilities, thereby reaching about 4% of the 
Russian population (Belgorod and Sverdlovsk regions). Dairy products are marketed under the 
Parmalat and Biely Gorod brands, while the Santàl and 4 Seasons brands are used for fruit 
beverages. Products imported from Italy, which 
generate high margins and strengthen 
Parmalat’s image and differentiate it 
from its competitors, complete the 
product line.

REPORT ON OPERATIONS RUSSIA



44

PARMALAT ANNUAL REPORT 2008

The table below shows the value market share of the Business Unit in the main market segments 
in which it operates:

RAW MATERIALS AND PACKAGING
In Russia, milk is a scarce resource and its price is strongly affected by supply 
levels both domestically and in the international market. 

During the second half of 2008, milk prices fell sharply due 
both to a decrease in consumption and the disappearance of 
speculative pressure. During that same period, the price paid for 
raw milk returned to the level that existed before 2007, causing 
the average purchase price for all of 2008 to increase by about 
15% compared with 2007. 
The prices paid for fruit juice concentrates was also down 
signifi cantly during the second half of 2008, while packaging 
costs increased in line with the rate of infl ation.

MANUFACTURING ORGANIZATION
The Russian Business Unit has two production facilities in Belgorod and Ekaterinburg.

UHT 
CREAM

4.5%

UHT 
MILK

3.3%

FLAVORED 
UHT MILK

4.9%

FRUIT 
BEVERAGES

1.9%

Products

Value market 
share

Source: AC. Nielsen, Tetra Pak, Management Business Unit
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CAPITAL EXPENDITURES
The Business Unit’s capital expenditures, which totaled 7.8 million euros in 2008, were used to 
upgrade production facilities (increasing capacity and effi ciency), address Quality, Environmental 
and Safety issues and, more importantly, improve the distribution organization.

REPORT ON OPERATIONS RUSSIA



46

PARMALAT ANNUAL REPORT 2008

Portugal

In 2008, net revenues totaled 64.7 million euros, or 2.8% less than in 2007. Even though unit sales 
were down 10.5% in 2008, EBITDA increased slightly thanks to a more favorable product mix 
(fl avored milk, cream and béchamel) and a careful management of pricing policies.

MARKETS AND PRODUCTS
The market was affected by conditions in the global economy and the business environment was 
challenging due to the limited purchasing power of consumers. The Portuguese Business Unit 
markets most of its products through two global brands (Parmalat and Santàl) and a local brand 

(UCAL). The Portuguese milk market is dominated by a strong brand 
leader, but private labels have achieved a signifi cant and growing 
presence, with a resulting erosion of profi t margins. In this market 
environment, Parmalat is focusing on products with a high value 
added, such as functional milk and fl avored milk.

Sales of UCAL branded products, which account for about one-
third of Parmalat Portugal’s revenues and almost 60% of its 

total EBITDA, were down about 7% in 2008, due mainly 
to a decrease in sales of fl avored milk in the HoReCa 

(Hotel, Restaurant and Catering) channel.

In the fruit beverage segment, which 
accounts for about 15% of the Business 
Unit’s net revenues, the market environment 
was adversely affected by the steady 
growth of private labels. Parmalat Portugal 

Business Unit Results
(€ m)

2008 2007 VARIANCE VARIAN. %

Revenues 64.7 66.5 (1.9) -2.8%

EBITDA 7.8 7.4 0.4

EBITDA % 12.1 11.1 1.0 ppt



47

EMPLOYEES 
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REPORT ON OPERATIONS PORTUGAL

responded to this challenge by launching in June new Santàl beverages in 250-milliliter bottles for 
the HoReCa channel, which have already produced positive results.

RAW MATERIALS AND PACKAGING
During the second half of 2008, the price paid to purchase raw milk decreased compared with the 
fi rst half of the year, while other raw material prices were little changed from the previous year.
Packaging costs were up, with cardboard and glass containers rising by 2.5% and 5%, 
respectively.

MANUFACTURING ORGANIZATION 
The Business Unit has only one production facility, located in Aguas de Moura, where it manufactures 
all of the items that it markets, except for imported products manufactured by Italian Group 
companies and items produced by co-packers (about 4% of total revenues).

CAPITAL EXPENDITURES
Capital expenditures totaled 1.3 million euros in 2008. 
They were used to replace equipment needed to maintain production capacity, address Quality, 
Environmental and Safety issues and upgrade the information systems.
 

FLAVORED 
MILK(1)

25.4%

UHT 
MILK(2)

0.6%

FRUIT 
BEVERAGES(2)

3.0%

Products

Value market 
share

Source: (1) AC Nielsen restated,      (2) AC Nielsen Homescan
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Romania

The local currency (new leu) decreased in value by 10.4% compared with the exchange rate applied 
in 2007, with a negative impact on revenues and EBITDA of 1.4 million euros and 0.2 million euros, 
respectively. Shipments of fruit beverages, which account for virtually all of the Business Unit’s sales, 
were up 1.8% compared with 2007. The profi tability of the Romanian Business Unit decreased 
compared with the previous year, due mainly to an increase in raw material costs caused by the 
devaluation of the local currency and to the higher prices paid for imported fi nished goods.
 

MARKETS AND PRODUCTS
Following Romania’s entry in the European Union, competitive pressure increased even more due 
to the entry of new players. The market standing of Parmalat Romania is strengthened by its 
access to the Santàl global brand, which it uses to market fruit beverages. The Santàl brand is 
used for nectars, fruit juices and still drinks, positioning all of these products in the premium-price 
market segment. 

Business Unit Results
(€ m)

2008 2007 VARIANCE VARIAN. %

Revenues 13.4 14.4 (1.0) -6.6%

EBITDA 2.0 3.1 (1.1)

EBITDA % 15.2 21.5 -6.4 ppt

Local currency fi gures
(Local currency m)

2008 2007 VARIANCE VARIAN. %

Revenues 49.4 47.9 1.5 +3.1%

EBITDA 7.5 10.3 (2.8)

EBITDA % 15.2 21.5 -6.4 ppt


