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Notes to the Financial Statements for the Year Ended Rabi’ II 29, 1443(H) 

(Saudi Riyal) 

 
1. Legal Status and Company’s Activity 

 

– Makkah Construction and Development Company was established as a Saudi joint stock company 

(“the company”) in Makkah Al-Mukarramah under the commercial registration No. 4031020101 

on Dhu al-Hijjah 1, 1409(H). 
 

– The company has two branches, the first one is: Makkah Hotel & Towers registered under the 

commercial registration No. 4031045190 issued on Ramadan 18, 1424(H), and the second: the 

branch of Makkah Construction and Development Company for Umrah services under the 

Commercial Registration No. 4031102134 issued on Rabi Al-Awwal 18, 1439(H). 
 

– The company constructs the areas adjacent to the Holy Mosque in Makkah Al-Mukarramah and 

owns, develops, manages, invests, purchases and leases real estate, and carries out all 

engineering works necessary for construction, reconstruction, maintenance, demolition and 

surveying works. 
 

– On the Shawwal 11, 1440(H) corresponding to June 14, 2019(G), the company announced 

termination of the contractual relationship with the Millennium Company, which is the 

management and operating company of the hotel and towers (five-star hotels) that affiliated to it 

in its first project located in front of the Holy Mosque in Makkah, whereas, as of Shawwal 10, 

1440(H) corresponding to June 13, 2019(G) Makkah Construction and Development Company 

used its right to terminate the agreement with Millennium Company for its excuses with 

circumstances of majeure force for not implementing some of the essential provisions of the 

agreement, and Millennium Company was notified of this. However the work continues in the hotel 

and the towers, and they are managed by Makkah Construction and Development Company. In 

addition to that, Makkah Construction and Development Company emphasis that the termination 

of contractual relationship will not lead to negative impact on the financial statements. 
 

– The head office of the company is located at the following address: 

Fakih Commercial Center - Makkah Construction and Development Company - PO Box 7134 - 

Makkah Al-Mukarramah - Kingdom of Saudi Arabia. 
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2. Basis of preparation  
 

a) Applied accounting standards 
 

These financial statements for the year ended as of Rabi’ II 29, 1443(H) have been prepared 

in accordance with the International Financial Reporting Standards (IFRS) as adopted in the 

Kingdom of Saudi Arabia and other pronouncements and other standards endorsed by Saudi 

Organization of Certified Public Accountants (SOCPA). 
 

b) Basis of Measurement  
 

These financial statements have been prepared on historical cost basis using the accrual basis 

and going concern assumption, except for "investments in financial assets at fair value through 

statement of income and other comprehensive income" which is measured at fair value, and 

except for “Employee defined benefit obligations” that are recognized at the present value of 

future obligations using the projected unit credit method. 

 

c) Functional and Presentation currency 
 

These financial statements have been presented in Saudi Riyals, which represents the 

functional and presentation currency for the Company. 

 

d) Use of estimates and judgments 
 

 Preparing financial statements requires management to make some judgments, estimates 

and assumptions that affect the application of the company's accounting policies and the 

amounts presented for assets, liabilities, revenues and expenses and on unrealized gains 

from investments in financial assets at fair value through other comprehensive income that 

are reflected in equity and the cumulative change in actuarial losses of employee benefits. 

Actual results may differ from these estimates. Estimates and underlying assumptions are 

reviewed on an ongoing basis. Amendments that result from accounting estimates are shown 

in the review period and future periods affected by these adjustments.  

 The following is an explanation of the information on the most important assumptions, 

uncertain estimates and significant judgments when applying accounting policies that have 

a significant effect on the amounts shown in the financial statements that have been included 

in the notes. 
 

Measuring employee benefit liabilities 
 

The company's obligations are calculated in relation to the defined benefit plan by estimating 

the amount of future benefits that employees have acquired in the current and previous periods 

and deducting that value to arrive the present value. The defined benefit obligation is calculated 

annually by a qualified actuary using the projected unit credit method. Judgments are used to 

estimate actuarial assumptions. Note (16) includes key assumptions. 
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Impairment of trade receivables 
 

 The Impairment in the value of the commercial city's value is shaped by the application of 

the expected credit loss model for all commercial city values through the following 

foundations: 

 The expected credit loss over 12-month, which may result from the expected credit loss of 

default and potential 12 months from the date of the report. 

 The expected credit loss over the lifetime, which may result in this expected credit loss from 

all defaults over the lifetime of the financial instrument. 
 For life-expected credit loss Life expectancy, the measurement applies if the credit risk of 

credit assets increases significantly in the history of the report since its initial recognition, 

and the measurement of the expected credit loss over 12 months is applied if these credit 

risks do not increase significantly. The company can assume that the credit risk on a financial 

instrument has not increased significantly since its initial recognition if the financial 

instrument is determined to have low credit risk at the date of the report. However, the 

measurement of expected credit loss over a lifetime is always applied to commercial debits 

and contract assets without a substantial financing component, so that the company can 

choose to apply this policy also to commercial debtors with no substantial financing element. 
 

Impairment in the Inventory value 
 

The management estimates the Impairment in the inventory value to the realizable value if the 

cost of the inventory is not recoverable, if the stock is damaged or obsolete in whole or in part, 

or if the selling price is less than the cost or any other factors that cause the recoverable value 

to fall below the book value. Estimates of the inventory realizable value are based on the most 

reliable evidence at the time the estimates are made. These estimates take into account 

fluctuations in prices or costs directly related to events occurring after the date of the statement 

of financial position to the extent that confirms that the circumstances of these events exist as 

at the end of the financial year. 
 

Useful lives of property and equipment 
 

The company's management estimates the useful lives of property and equipment for purpose 

of calculating depreciation based on the expected use of these assets and the material damage 

they are exposed to. The management reviews the residual value of the useful lives and the 

depreciation method on an annual basis to ensure that it reflects the expected benefit to be 

obtained, and if there is a difference, it is treated as changes in the accounting estimates (in 

the year of change and subsequent years). 
 

Investment property 
 

The company determines whether a property qualifies as Investment property according to IAS 

40 “Investment Property”. The company, in making its judgment, considers whether the 

property generates cash flows that are largely independent of other assets that the company 

is own. The company decided that the business center owned by the company should be 

classified as part of Investment property rather than property and equipment. 

 

e) Provision of Zakat 
 

Zakat calculation contains an estimations for several items that could not be determined at finally 

basis, until to reach a final settlement with Zakat, Tax and Customs Authority or through related 

legal decisions. These items in the final settlement might lead to further profits, losses, or cash 
flows. 
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3. Summary of significant accounting policies 
 

The financial statements have been prepared in accordance with international financial reporting 

standards adopted in the Kingdom of Saudi Arabia and other standards and publications approved 

by the Saudi Organization for Certified Public Accountants. The significant accounting policies used 

in preparing the financial statements for the year are consistent with those followed for the year 

ending on Rabi’ II 30, 1442, with the exception of the effect of applying the new and amended 

standards as in Note (32). 
 

a) Foreign currencies transactions 
 

 Transactions in foreign currencies are converted into the relevant functional currency of the 

company according to the exchange rates on the date of those transactions. Monetary assets 

and liabilities denominated in foreign currencies at the reporting date are translated into the 

functional currency at the rates of exchange prevailing on that date. The foreign currency 

gain or loss on monetary items represents the difference between the amortized cost in the 

functional currency at the beginning of the period adjusted for the effective interest rate 

during the period and the amortized cost in the foreign currency converted at the exchange 

rate at the end of the year. 

 Non-monetary assets and liabilities in foreign currencies that are measured at fair value are 

translated into the functional currency at the exchange rates prevailing on the date in which 

the fair value was determined. Non-monetary items that are measured in terms of historical 

cost in a foreign currency are translated using the exchange rate at the date of the 

transaction. 

 

b) Revenue recognition 
 

Revenue includes the fair value of the consideration received or receivable for providing services 

in the ordinary course of the entity's activities. Revenue is presented after taxes, discounts, and 

returns and the entity recognizes revenue when the amount of revenue and related costs can be 

measured reliably and it is probable that the collectibility of the related benefits is reasonably 

assured. 
Revenue is recorded at the fair value of the sums received or to be received and recognized 

upon rendering the service as follows: 
 

 Rental income 
 

Operating lease revenue is recognized on a straight-line basis on an accrual basis over the 

lease term. Initial direct costs incurred in negotiating and arranging an operating lease 

contract are added to the book value of the leased asset and are recognized on a straight-

line basis over the lease term. 
 

 Revenue from the hotel 
 

Hotel revenues consist of revenues from rooms, food and beverages, and other related 

services, and are recognized when the goods are sold on an accrual basis or services are 

provided. 
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c) Employee benefits 
 

 End of service indemnity 
 

 A defined benefit plan is a compensation plan that pays out employees after their 

employment. According to the Saudi labor system, the company makes payments to 

employees upon the end of their services, which usually depend on years of service, salary 

and the reason for termination of service. 

 The end of service benefit is determined by the actuarial valuation using the projected unit 

credit method at the end of each financial year. The gain or loss arising from the actuarial 

revaluation is recorded in the statement of other comprehensive income in the period in 

which the revaluation occurred. The re-measurement recognized in other comprehensive 

income is directly reflected in retained earnings and is not included in profit or loss. Past 

service cost is charged into profit or loss during the period of plan adjustment. The net 

interest is calculated by applying the discount rate at the beginning of the period to the 

defined employee benefit commitment. 

 The defined benefit costs are classified as follows: 

 Service cost (including current service costs, past service cost, as well as profits and 

losses arising from raising and paying employee benefits); 

 Interest cost; And 

 Re-measure. 
 

 The current service cost of a defined benefit plan is recognized in the statement of profit 

or loss in the employee benefit expense. Reflects the increase in the defined benefit 

obligation resulting from the employee’s service in the current year and cases of change, 

reduction and settlement of benefits. Past service costs are immediately recognized in the 

statement of profit or loss. 

 Actuarial gains and losses arising from adjustments and changes in actuarial assumptions 

in equity are charged and recognized in the statement of other comprehensive income in 

the period in which they occur. 
 

 Short-term employee benefits 
 

The obligation for benefits accruing to employees in relation to wages, salaries, annual leave 

and sick leave in the period in which the service is provided is recognized and measured on 

the undiscounted amounts of the benefits expected to be paid for that service. 
 

 Costs of retirement benefits 
 

The company contributes to the costs of employee retirement benefits in accordance with the 

regulations of the General Organization for Social Insurance, and it is calculated as a 

percentage of the employees' wages. Payments for government managed retirement benefit 

plans are treated as payments for defined benefit plans because the company's commitment 

to these plans equals the commitment resulting from defined benefit plans. Payments to 

retirement plans are recognized as an expense as they fall due. 
 

d) Zakat 
 

 The company is subject to Zakat in accordance with the regulations of the General Authority 

of Zakat and Tax (“the Authority”). Additional amounts due, if any, are computed upon 

completion of the final evaluations in the year in which these amounts are determined. 
 The company withholds taxes on transactions with non-resident parties in the Kingdom of 

Saudi Arabia in accordance with the regulations of the General Authority of Zakat and Tax in 

the Kingdom of Saudi Arabia. These amounts are withheld on behalf of non-resident parties 

and are therefore not recognized in profit or loss. 
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e) Expenses 
 

All other expenses, except for the cost of revenue, are classified as general and administrative 

expenses. Common expenses are distributed between the cost of revenue and general and 

administrative expenses, if necessary, on a regular basis and expenses are recorded in the 

income statement according to the accrual basis. 
 

f) Inventory 

Inventories are measured at the lower of cost or net realizable value. The cost of inventory is 

calculated according to the weighted average method, which includes the expenditures incurred 

in bringing the inventory to the site and in its current condition. Net realizable value is the 

estimated selling price in the normal course of the business, after deducting the estimated costs 

of completing the sale. 

 

g) Property and equipment 
 

1- Recognition and measurement 
 

 Property and equipment are measured at cost after deducting accumulated depreciation 

and accumulated impairment losses, if any. 

 Cost includes direct costs to acquire the asset. The cost of assets that are created 

internally includes the cost of materials, direct labor and other direct costs that are 

involved in bringing them to the state in which they are operated at their location and for 

the purpose for which they were acquired. 

 When the useful life of major or material components of an item of property and 

equipment differs, those components are accounted for as separate items of property and 

equipment. Profits and losses arising from disposal of an item of property and equipment 

are determined by comparing the proceeds of disposal with the carrying value of property 

and equipment and are recognized net of other income in the statement of profit or loss. 

 When the recoverable amount of any property and equipment is less than its net book 

value, its value is reduced to the recoverable value and the impairment is recorded in the 

income statement. 
 

2- Subsequent costs 
 

 Property and equipment are eliminated when they are disposed of, or when there are no 

future benefits expected from their use or disposal. 

 The cost of replacing a portion of an item of property and equipment is recognized in the 

carrying amount of that asset when it is probable that future economic benefits will flow 

from that portion of the asset to the company, and the cost can be measured reliably. 

The carrying value of that replaced portion is canceled. The cost of the day-to-day 

servicing of property and equipment is recognized in the statement of profit or loss as 

incurred. 

 Major inspections and maintenance are accounted for as a separate component if they 

are used in more than one fiscal year. The carrying value of this component is determined 

by reference to the current market price of these repairs. 
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3- Depreciation 
 

 Depreciation represents the systematic allocation of the depreciable amount of an item 

of property and equipment (which is the cost of the asset or any surrogate amount for 

cost, minus its residual value) over its useful life. 

 Depreciation is charged to the profit or loss statement, excluding lands, and is calculated 

in a straight-line method over the estimated lives of each item of property and equipment, 

as this is the best method that accurately reflects the extent of the consumption of the 

economic benefits inherent in the asset. Leased assets are depreciated over the term of 

the lease and their useful lives, whichever is shorter, unless it is reasonably certain that 

the company will acquire the ownership at the end of the lease term. 

 The estimated useful lives of the assets for the current and comparative periods are as 

follows: 
 

Description Years 

Buildings 83.33 

Equipment  10 

Furniture, fixtures and office decorations 2,5-10 

Motor Vehicles 4 
 

 The methods of depreciation, useful lives and residual value are reviewed at the end of 

each financial year and future adjustments are made if necessary. 

 

h) Investment property 
 

 Properties held for the purpose of achieving rental income, capital gains, or both are classified 

as investment properties. Investment properties are initially measured at cost, including 

transaction costs, less any accumulated depreciation and any accumulated impairment losses, 

if any. 

– Depreciation is calculated using the straight-line method over the estimated useful lives. 
 

Description  Years 

Buildings  33.3 - 83.3 

Furniture and fixtures  10 
 

– No depreciation is charged to the land. 

– The useful lives, the method of calculating depreciation and the residual value are reviewed 

periodically to ensure that the method and period of depreciation are consistent with the 

expected pattern of economic benefits from these assets. 
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i) Investment in associates 
 

– An associate is an entity over which the investor exercises significant influence, and it is not 

a subsidiary or a stake in a joint venture. Significant control is defined as the authority to 

participate in decisions related to the financial and operational policies of the investee and 

not to have joint control or control over these policies. 

– The entity’s investments in its associate facility are accounted for using the equity method. 

Under the equity method, an investment in an associate is initially recognized at cost and the 

amount recorded is increased or decreased to recognize the investor’s share of the investee’s 

profit or losses after the date of purchase. And the investor’s share of the profits or losses of 

the investee is recognized in the investor’s profit or loss account. Distributions received from 

the investee are reduced from the amount recorded for the investment. 

– The amount recorded as an investment is adjusted for the change in the share in the investee 

resulting from the change in other comprehensive income. The investor's share in that change 

is recognized in his other comprehensive income. 

– Profits and losses resulting from internal transactions between the entity and associates are 

eliminated by the value of the entity's share in the related associates. 

 

j) Leases 
 

The company determines at the beginning of the contract whether the contract is a lease or 

involves a lease. A contract is a lease or involves a lease if the contract transfers the right to 

control an existing use for a period of time in exchange for compensation. In order to assess 

whether a contract transfers control over a specific use for a period of time, an entity must 

assess whether: 

– The right to have access to nearly all economic benefits from the use of a substantially 

determined asset. 

– The right to direct control over the use of the specified asset. An entity reserves the right 

when it has the right to make the most relevant decisions to change the use of the asset and 

for what purpose. In rare cases where the decision on how to use the asset and for any 

previously specified purpose, the company has the right to direct the use of the asset if: 

– The company has the right to operate the existing property, or 

– The company designed the assets in a way that predetermines how they will be used and 

for what purpose. 
 

Right of use assets 
 

 The company shall prove the right to use the assets and the lease obligation on the date of 

commencement of the lease. The right to use the asset is measured initially at cost, which 

consists of the initial amount of the amended lease obligation for any lease payments made 

on or before the commencement date, in addition to any initial direct costs incurred and the 

estimated costs of dismantling and dismantling the underlying asset or to recover the 

underlying asset or location where it is located. Minus any rent incentives received. 

 The right to use the asset is subsequently depreciated or the end of the lease term is 

determined. The estimated useful lives of the right to use the asset are determined on the 

same basis as property and equipment. In addition, the right to use the asset is periodically 

reduced from impairment losses, if any, and adjusted for some re-measurement of the 

liability. 
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Lease commitment 
 

 At the beginning of the lease, the lease obligation is measured at the present value of the 

unpaid lease payments at that date, and the lease payments are deducted using the interest 

rate implicit in the lease if the rate can be determined easily, and if it is not possible to 

determine that rate easily then it should be uses additional borrowing rate for the lessee.  

 Payments at the commencement date of the lease contract included in the measurement of 

the lease obligation consist of the following payments for the right to use the asset in question 

during the lease term that have not been paid at the commencement date of the lease: 

 Fixed payments less any lease incentives payable. 

 Variable lease payments based on an index or rate initially measured using the index or 

rate at the commencement date of the lease. 

 Amounts expected to be paid by the lessee under residual value guarantees. 

 The price of the option if the tenant is certain to exercise this option reasonably. 

 Fines payments for termination of the lease if the term of the lease reflects the tenant's 

exercise of the option to terminate the lease. 
 

 Lease liability is measured at amortized cost using the effective interest method. Re-

measurement is made when there is a change in future lease payments arising from a change 

in the index or price, if there is a change in the entity's estimate of the amount expected to 

be paid under the residual value guarantee, or if the entity changes the assessment of 

whether an option to purchase or extend will be exercised. 

 When the lease liability is re-measured in this way, a corresponding adjustment is made to 

the carrying amount of the right to use the asset, or is recognized in profit or loss if the 

carrying amount of the right to use the asset is reduced to zero. 

 The right to use the assets and liabilities of leases are not recognized for short-term leases 

with a lease term of 12 months or less and leases for low-value assets. The Company 

recognizes lease payments related to the leases as an expense on a straight-line basis over 

the term of the lease. 
 

 

k) Financial instruments 
 

A financial instrument is any contract that gives rise to a financial asset of one company and a 

financial liability or equity instrument of another company. 
 

a) Financial assets 
 

A financial asset is any asset that is: 

 Cash 

 A contractual right to receive cash or another financial asset from another company.  

 A contractual right to exchange financial instruments with another company under 

conditions are potentially favorable to the company. 

 A non-derivative contract for which the company is or may be obliged to receive a variable 

number of the Company’s own equity instruments. 
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Classification and initial recognition 
 

 The Company classifies its financial assets in the following measuring categories: 

 Those to be measured subsequently at fair value (either through income statement, or 

through other comprehensive income), and  

 Those to be measured at amortized cost. 
 

 The classification depends on the company’s business model for managing the financial assets 

and the contractual terms of the cash flows. 

 For assets measured at fair value, gain and losses will either be recorded in income statement 

or other comprehensive income (OCI). For investment in debt instruments, this will depend 

on the business model in which investment is held. For investment in equity instruments, this 

will depend on whether the Company has made an irrevocable election at the time of initial 

recognition to account for the equity instruments at fair value through OCI. The Company 

reclassifies debt instruments when and only when its business model for managing those 

assets changes. 

 At initial recognition, the Company measures a financial asset at its fair value plus, in the 

case of financial asset not at fair value through income statement, transaction costs that are 

directly attributable to the acquisition of the financial asset. Transactions costs of financial 

assets carried at fair value through income statement are expensed in the Statement of 

income. 
 

Subsequent measurement 
 

Equity instruments 

 The Company subsequently measures all equity investments at fair value. Where the 

Company’s management has elected to present fair value gains or losses on equity 

investments in OCI, there is no subsequent reclassification of fair value gains or losses to 

Statement of comprehensive income. Dividends from such investments continue to be 

recognized in Statement of comprehensive income as other income when the Company’s right 

to receive payments is established.  

 Impairment losses and reversal of impairment losses on equity investments measured at 

FVOCI are not reported separately from other changes in fair value. 

 Changes in the fair value of financial assets at fair value through Statement of comprehensive 

income are recognized in other gain / (losses) in the Statement of comprehensive income as 

applicable.  

Debt instruments 

Subsequent measurement of debt instruments depends on the Company’s business model for 

managing the asset and the cash flow characteristics of the asset. There are three measurement 

categories into which the Company classified its debt instruments: 
 

 Amortized cost:  

Assets that are held for collection of contractual cash flows where those cash flows represent 

solely payments of principal and interest are measured at amortized cost. A gain or loss on a 

debt instrument that is measured at amortized cost and is not part of a hedging relationship 

is recognized in Statement of comprehensive income when the asset is de-recognized or 

impaired. Interest income from these financial assets is included in finance income using the 

effective interest rate method. 
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 Fair value through other comprehensive income (FVOCI):  

Assets that are held for collection of contractual cash flows and for selling the financial assets, 

where the assets’ cash flows represents solely payments of principal and interest, are 

measured at fair value through other comprehensive income (FVOCI). Movements in carrying 

amount are taken through OCI, except for the recognition of impairment gains or losses, 

interest revenue and foreign exchange gains or losses which are recognized in Statement of 

comprehensive income. When the financial asset is derecognized, the cumulative gain or loss 

previously recognized in OCI is reclassified from equity to Statement of comprehensive 

income and recognized in the other gains / (losses). Interest income from these financial 

assets is included in finance income using the effective interest method. 
 

 Fair value through Statement of income 

Assets that do not meet the criteria for amortized cost or FVOCI are measured at fair value 

through Statement of income. A gain or loss on a debt investment that is subsequently 

measured at fair value through Statement of income and is not part of a hedging relationship 

is recognized in Statement of income and presented net in the Statement of income within 

other gains / (losses) in the period in which it arises. Interest income from these financial 

assets is included in the finance income. 
 

Effective interest method 
 

The effective interest method is a method of calculating the amortized cost of a debt instrument 

and of allocating interest income over the relevant period. The effective interest rate is the rate 

that exactly discounts the estimated future cash receipts through the expected life of the debt 

instrument, or where appropriate, a shorter period to net the carrying amount on initial 

recognition. 
 

Impairment 
 

 The Company assesses on a forward looking basis the expected credit losses associated with 

its assets carried at amortized cost and FVOCI. The impairment methodology applied depends 

on whether there has been a significant increase in credit risk. However, if there have been 

no material changes to the credit risk of the financial instrument since the initial recognition, 

then the company measures the loss allowance for the financial instrument at an amount 

equivalent to the expected credit loss for a period of 12 months. 

 For trade receivables only, the company applies the simplified approach permitted by IFRS 9, 

which requires recognition of life-long losses expected from initial recognition of receivables. 

 

b) Financial liabilities: 
 

A financial liability is any liability that is: 

 Contractual obligation to deliver cash or another financial asset to another company. 

 Contractual obligation to exchange financial instruments with another company under 

conditions that are potentially unfavorable. 

 A non-derivative contract for which the entity is or may be obliged to deliver a variable 

number of the company’s own equity instruments. 
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Initial recognition 
 

All financial liabilities are recognized initially at fair value. The Company’s financial liabilities 

include other payables and due to related parties. 

 

Subsequent measurement 
 

Company classifies all financial liabilities subsequent to initial measurement at amortized cost. 
 

Offsetting of financial instruments 
 

Financial assets and financial liabilities are offset with the net amount reported in the statement 

of financial position only if there is a current enforceable legal right to offset the recognized 

amounts and an intent to settle on a net basis, or to realize the assets and settle the liabilities 

simultaneously. 
 

Derecognition of financial instruments 
 

 The Company derecognize a financial asset only when the contractual rights to the cash flows 

from the asset expire, or when it transfers the financial asset and substantially all the risks 

and rewards of ownership of the asset to another party. If the Company neither transfers nor 

retains substantially all the risks and rewards of ownership and continues to control the 

transferred asset, the Company recognizes its retained interest in the asset and an associated 

liability for amounts it may have to pay. If the Company retains substantially all the risks and 

rewards of ownership of a transferred financial asset, the Company continues to recognize 

the financial asset and also recognizes a collateralized borrowing for the proceeds received. 

 On derecognition of a financial asset measured at amortized cost, the difference between the 

asset's carrying amount and the sum of the consideration received and receivable is 

recognized in the Statement of comprehensive income. In addition, on derecognition of an 

investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss previously 

accumulated in the investments revaluation reserve is reclassified to profit or loss. In contrast, 

on derecognition of an investment in equity instrument which the Company has elected on 

initial recognition to measure at FVTOCI, the cumulative gain or loss previously accumulated 

in the investments revaluation reserve is not reclassified to profit or loss, but is transferred 

to retained earnings. 

 The Company derecognizes financial liabilities when, and only when, the Company’s’ 

obligations are discharged, cancelled or they expire. The difference between the carrying 

amount of the financial liability derecognized and the consideration paid and payable, 

including any non-cash assets transferred or liabilities assumed, is recognized in the 

Statement of comprehensive income. 
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Accounts receivable 
 

Trade receivables are amounts due from customers for goods or services that are performed in 

the normal course of business. Trade receivables are recorded at the transaction price upon 

initial recognition. After each reporting date, trade receivables are shown net of the expected 

credit loss allowance. The company applies the simplified approach to charging expected credit 

losses, which requires the use of an expected loss allowance over its lifetime. The expected 

credit losses of these financial assets are estimated using specific systems for provision based 

on the company's previous credit loss experience, and they are adjusted in line with factors 

related to debtors and general economic conditions, and the evaluation of both current and 

future conditions at the date of the financial statements is based on the time value of the asset 

as needed. 
 

Cash and cash equivalents 
 

Cash and cash equivalents include cash on hand, demand deposits with banks and other short-

term, highly liquid investments with maturities of three months or less. 
 

Impairment of non – financial asset 
 

The company reviews the carrying values of its non-financial assets (other than inventory and 

deferred tax assets) at each reporting date to determine whether there is any indication of 

impairment. If any such indication exists, then the asset's recoverable amount is estimated. 

Goodwill is tested annually for impairment. 
 

For the purpose of impairment testing, assets are grouped together into the smallest group of 

assets that generate cash inflows from continuing use that are largely independent of the cash 

flows of other assets or cash-generating units. Goodwill resulting from the business combination 

is allocated to the cash-generating units or groups of cash-generating units that are expected to 

benefit from the mergers. 
 

The recoverable amount of the asset or cash-generating unit is the most widely used value or 

its fair value less costs to sell; which one is bigger. The value in use determination is based on 

estimated future cash flows reduced to their present value using a pre-tax discount rate that 

reflects current market assessments of the time value of money and the risks specific to the 

asset or cash-generating unit. 
 

An impairment loss is recognized if the carrying amount of the asset or cash-generating unit 

exceeds its recoverable amount. 
 

Recognition of impairment losses in profit or loss. They are distributed first to reduce the carrying 

value of any month allocated to the cash-generating unit, and then to reduce the carrying value 

of other assets in the cash-generating unit on a pro-rata basis. 
 

An impairment loss is not reversed with respect to goodwill. With respect to other assets, the 

impairment loss is reversed to the extent that the carrying amount of the asset exceeds the 

carrying value that was determined, after deducting depreciation and amortization, if the 

impairment loss is not recognized. 
 

Capital 
 

Instruments issued by the company are classified as equity (Shareholders' equity) only to the 

extent that the definition of an asset or liability does not apply to them. The Company's common 

stock is classified as equity instruments (Shareholders' equity). 
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Statutory reserve 
 

As required by Saudi Arabian Regulations for Companies, the Company must transfer 10% of its 

income to the statutory reserve. The Company may resolve to discontinue such transfers when 

the reserve totals 30% of the share capital. The shareholders of the company approved, in the 

extraordinary general assembly meeting on Jumada al-Akhira 14, 1438 H, corresponding to 

March 13, 2017 G, to adhere to the new amended articles of association of the company, and 

amending Article 1/44 of the Articles of Association to make the statutory reserve 30% of the 

capital. 
 

Provisions 
 

A provision is recognized if the Company has a present legal or constructive obligation that can 

be estimated reliably, and it is probable that an outflow of economic benefits will be required to 

settle the obligation. Provisions are determined by discounting the expected future cash flows at 

a rate that reflects current market assessments of the time value of money and the risks specific 

to the liability. The unwinding of the discount is recognized as finance cost. 
 

Segment information 
 

The business segment represents a group of assets and operations that jointly provide products 

or services that are subject to risks and returns that differ from those related to other business 

segment, which are measured according to the reports used by the executive management and 

decision makers in the company. 
 

The geographical segment is related to providing products or services in a specific economic 

environment that are subject to risks and returns that differ from those related to business 

segments in an economic environment. 
 

Dividends 
 

Interim dividends are recorded as a liability in the period in which they are approved by the 

Board of Directors. Final dividends are also recorded in the year in which they are approved by 

the general assembly of shareholders. 
 

Current versus non-current classification 
 

 The Company presents assets and liabilities in the statement of financial position based on 

current/non-current classification. An asset is current when it is: 

 Expected to be realized or intended to be sold or consumed in the normal operating cycle; 

 Held primarily for the purpose of trading; 

 Expected to be realized within twelve months after the reporting period; or 

 Cash or cash equivalents unless restricted from being exchanged or used to settle a liability 

 for at least twelve months after the reporting period. 
 

 All other assets are classified as non-current. 

 A liability is current when: 

 It is expected to be settled in the normal operating cycle; 

 It is held primarily for the purpose of trading; 

 It is due to be settled within twelve months after the reporting period; or 

 There is no unconditional right to defer the settlement of the liability for at least twelve 

months after the reporting period. 
 

 The Company classifies all other liabilities as non-current. 
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4. Financial risk management 
 

The Company's activities expose it to a variety of financial risks: market risk (including foreign 

currency risk, fair value, cash flow interest rate and price risk), credit risk, and liquidity risk. 

The company's overall risk management program focuses on the volatility of the financial markets 

and tries to minimize potential negative impacts on the company's financial performance. 
 

 Risk management framework 
 

 Risk management is carried out by senior management under policies approved by the Board 

of Directors. Senior management identifies, evaluates and hedges financial risks in close co-

operation with the Company’s operating units. The most important types of risk are credit risk, 

currency risk, fair value, and interest rates for cash flows. 

 The Board of Directors has overall responsibility for establishment and oversight of the 

Company's risk management framework. The executive management team is responsible for 

developing and monitoring the Company's risk management policies. The team regularly meets 

and any changes and compliance issues are reported to the Board of Directors through the 

audit committee. 

 Risk management systems are reviewed regularly by the executive management team to 

reflect changes in market conditions and the Company’s activities. The Company, through its 

training and management standards and procedures, aims to develop a disciplined and 

constructive control environment in which all employees understand their roles and obligations. 

 The audit committee oversees compliance by management with the Company’s risk 

management policies and procedures, and reviews the adequacy of the risk management 

framework in relation to the risks faced by the Company. 

 Financial instruments included in the statement of financial position include cash and cash 

equivalents, trade receivables, other receivables, trade payable and other payables. The 

methods used for verification are disclosed in separate policies relating to each item in the 

financial statements. 
 

 Market risk 
 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in market prices. Market risk comprises three types of risk: interest rate risk 

currency risk and other price risk such as share price risk. 
 

 Interest rate risk 
 

Interest rate risk results from a change in the value of a financial instrument as a result of changes 

in market interest rates. The company does not have any financial assets or liabilities with fixed 

or variable interest rates, and accordingly, the company’s management believes that interest rate 

risk is not significant. 
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 Foreign currency risk 
 

Currency risk is that the value of a financial instrument will fluctuate due to changes in foreign 

exchange rates. The company is not exposed to fluctuations in foreign exchange rates during its 

normal business cycle, given that the company's substantial transactions during the period were 

carried out in Saudi riyals and US dollars. Since the Saudi riyal exchange rate is fixed against the 

US dollar, there are no significant risks associated with the outstanding transactions and balances 

in the US dollar. 
 

 Other market price risks 
 

The company is exposed to equity risk which arises from equity shares available for sale and 

investments measured at fair value through profit or loss. 

The company's management monitors the percentage of securities in its investment portfolio 

based on the market index. 
 

 Sensitivity analysis - stocks prices risk 
 

All of the company’s investments listed on the Saudi Stock Market (Tadawul) represent 

investments classified as investments in financial assets at fair value through other comprehensive 

income. A 3% increase in average stock prices at the reporting date would lead to an increase in 

equity by an amount of SR 71,928,988. A decrease of 3% in share prices would have an effect of 

approximately SR 71,928,988 on the company's equity. A 3% increase or decrease in the value 

of the listed securities will only affect equity, but not have an effect on profit or loss. 
 

 Credit risk 
 

 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation 

and cause the other party to incur a financial loss and the company follows a policy of dealing 

with creditworthy parties, in addition to obtaining adequate guarantees where appropriate, in 

order to reduce the risk of financial losses resulting from non-fulfillment of obligations. 

Concentration risk arises when a number of parties engage in similar activities in the same 

geographical area or have economic features that would lead to their failure to fulfill their 

contractual obligations. The company has also developed the formal approval process when 

applying credit limits to its customers. The administration also continuously monitors clients' 

debts, and the company has a system for determining credit limits for its clients based on an 

extensive evaluation based on customer data and its history of commitment to payments. The 

outstanding customer receivables are monitored regularly. 
 

 The company is exposed to total credit risk at the date of the financial statements as follows: 
 

Financial assets

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Trade receivables (Net) 119,521,943 67,064,054

Other receivables 23,419,860 15,909,555

Cash and cash equivalents 162,815,957 194,475,554

305,757,760 277,449,163
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 The ages of trade receivables as at the date of the financial statements are as follows: 
 

The balance Expected 

credit loss 

provision

The balance

Due up to 90 days 3,519,291 453,659 220,316 9,318

Due since 91 days to 180 days -- -- -- --

Due since 181 days to 365 days 74,702,754 7,151,474 36,244,660 2,568,458

More than 365 days 55,501,860 6,596,829 125,628,182 92,451,328

133,723,905 14,201,962 162,093,158 95,029,104

Rabi' II 30, 1443 H Rabi' II 29, 1442 H

 Expected credit

loss provision

 
 

 Management believes that unimpaired amounts more than 9 months past due are still fully collectible based on historical repayment 

behavior and a comprehensive analysis of customer credit risk. 

 Management also believes that other credit risk is not significant. 
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 Liquidity risk 
 

 Liquidity risk is the risk that the company will encounter difficulty in obtaining the necessary financing to meet commitments 

associated with financial instruments. Liquidity risk may arise when the inability to sell a financial asset quickly at a value close to its 

fair value. The company manages liquidity risk by providing sufficient funds necessary to meet any future liabilities by maintaining 

reserves, continuous monitoring of actual cash flows, and matching the maturities of financial assets and financial liabilities. Also, 

part of the company's funds are invested with cash balances with banks and are ready to meet short and medium term financing 

requirements for example, Concentrations of liquidity risk may arise from the payment terms of financial liabilities, sources of 

borrowing, or reliance on a particular market in which the current assets are realized. The following is an analysis of the undiscounted 

contractual maturity of the company’s financial liabilities as of Rabi’ II 29, 1443(H). The company does not maintain financial assets 

to manage liquidity risk. 

Rabi' II 30, 1443(H) 1 year or less 1-3 Years

Accrued interest 

for future periods Book value

Non-derivative financial liabilities

Credit facilities -- 185,936,748 (10,937,898) 174,998,850

Trade payables 30,118,366 -- -- 30,118,366

Accrued expenses and other payables 54,041,928 -- -- 54,041,928

Dividends payable 192,364,589 -- -- 192,364,589

276,524,883 185,936,748 (10,937,898) 451,523,733

Rabi' II 29, 1442(H) 1 year or less 1-3 Years

Accrued interest 

for future periods Book value

Non-derivative financial liabilities

Credit facilities -- 156,411,758 (6,412,758) 149,999,000

Trade payables 28,545,687 -- -- 28,545,687

Accrued expenses and other payables 53,442,773 -- -- 53,442,773

Dividends payable 205,043,020 -- -- 205,043,020

287,031,480 156,411,758 (6,412,758) 437,030,480
 

 

 The cash flows included in the maturity analysis are not expected to settled early or in a significant different amounts. 

 The following table shows the difference between current assets and current liabilities as at the date of the financial statements: 
 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Current assets 313,436,945 321,092,946

Current liabilities (303,306,765) (312,707,387)
Working capital surplus 10,130,180 8,385,559
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 Capital risk management 
 

 The company's plan when managing capital is to maintain the company's ability to continue as 

a functioning entity so that it can continue to provide returns to shareholders and benefits to 

other stakeholders through achieving an optimal balance between equity and debt and 

maintaining a strong capital base to support the sustainable development of its business. 

 The company’s policy is to maintain an acceptable debt ratio attributable to shareholders’ 

equity, so that the total debt should not exceed 100%. The company has adjusted the ratio of 

net debt to shareholders' equity as follows: 
 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

 Credit facilities 174,998,850 149,999,000

Less: cash and cash equivelant (162,815,957) (194,475,554)

Net of debt (incurese cash & cash equivelant on 

debt) 12,182,893 (44,476,554)

Total shareholder's equity 4,183,246,267 4,463,937,788

Ration net of debt (incurese cash & cash 

equivelant on debt) to net shareholders' equity 0.29% -0.10%
 

 

 Fair value of assets and liabilities 
 

 Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 

orderly transaction between market participants at the measurement date in the principal or, 

in its absence, the most advantageous market to which the Company has access at that date. 

The fair value of a liability reflects its non-performance risk. 

 When measuring the fair value of an asset or liability, the Group uses observable market data 

as far as possible. Fair values are categorized into different levels in a fair value hierarchy 

based on the inputs used in the valuation techniques as follows:  

 Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.   

 Level 2: inputs other than quoted prices included level 1 that are observable for the asset 

or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).  

 Level 3: inputs for the asset or liability that are not based on observable market data 

(unobservable inputs). 
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A) Financial assets measured at fair value on an ongoing basis 
 

 Fair value hierarchy 
 

 The following table summarizes the financial instruments of the company listed in the fair value hierarchy that reflect the most 

important inputs used in making the measurements: 
 

For the year ended Rabi' II 30, 1443 H

Valuation 

techniques and 

key inputs Level 1 Level 2 Level 3 Total fair value

Financial assets at fair value:

Queoted shares

Prices quoted in 

the financial 

markets 2,397,632,921 -- -- 2,397,632,921

Unqueoted shares

According to the 

latest available 

financial 

information --   -- 107,033,818 107,033,818

Total 2,397,632,921 -- 107,033,818 2,504,666,739

For the year ended Rabi' II 29, 1442 H

Financial assets at fair value:

Queoted shares

Prices quoted in 

the financial 

markets 2,682,121,140 -- -- 2,682,121,140

Queoted shares

According to the 

latest available 

financial 

information --   -- 107,033,818 107,033,818

Total 2,682,121,140 -- 107,033,818 2,789,154,958
 

 

 If the inputs used to measure the fair value of the asset or liability are at different levels of the fair value hierarchy, then the fair value 

measurement is categorized entirely within the same level of the fair value hierarchy as the lowest level of the input that is significant 

to the entire measurement. 

 The Company recognizes transfers between levels in the fair value hierarchy at the end of the reporting period in which the change 

occurred. During the year ending Rabi II 29, 1443(H), there were no transfers between the levels. 
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B) Assets not measured at fair value on an ongoing basis 
 

 Except for what is mentioned in the table below, the carrying amount of the assets and liabilities shown in the financial statements 

approximates their fair value. 

 

For the year ended Rabi' II 30, 1443(H) Book value Level 1 Level 2 Level 3 Total fair value

Assets not measured at fair value:

Investment properties 223,389,824 -- -- 4,839,658,959 4,839,658,959

Total 223,389,824 -- -- 4,839,658,959 4,839,658,959

For the year ended Rabi' II 29, 1442(H)

Assets not measured at fair value:

Investment properties 224,763,369 -- -- 4,454,452,993 4,454,452,993

Total 224,763,369 -- -- 5,146,624,313 4,454,452,993
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5. Property and Equipment – net 
 

a. The movement of property and equipment during the year ended Rabi’ II 30/29, consists of the following: 

1443(H) Lands Buildings

Operating 

Equipment

Furniture & 

Fixtures

Motor & 

vehicles Total

Cost

Balance at beginning of the year 601,409,769 947,035,590 142,235,766 72,837,721 2,068,369 1,765,587,215

Additions -- 9,390,120 40,576,173 218,859 -- 50,185,152

Disposals -- -- (2,016,038) (2,165,085) -- (4,181,123)

Balance at end of the year 601,409,769 956,425,710 180,795,901 70,891,495 2,068,369 1,811,591,244

Accumulated Depreciation

Balance at beginning of the year -- 336,551,046 67,531,130 59,642,950 1,933,112 465,658,238

Depreciation for the year -- 11,402,074 6,201,912 3,950,971 44,576 21,599,533

Disposals -- -- (1,862,124) (2,139,066) -- (4,001,190)

Balance at end of the year -- 347,953,120 71,870,918 61,454,855 1,977,688 483,256,581

Net book value 601,409,769 608,472,590 108,924,983 9,436,640 90,681 1,328,334,663

1442(H)

Cost

Balance at beginning of the year 601,409,769 939,793,532 144,760,717 74,645,750 2,073,804 1,762,683,572

Additions -- 7,242,058 1,721,904 2,468,323 166,640 11,598,925

Disposals -- -- (4,246,855) (4,276,352) (172,075) (8,695,282)

Balance at end of the year 601,409,769 947,035,590 142,235,766 72,837,721 2,068,369 1,765,587,215

Accumulated Depreciation

Balance at beginning of the year -- 325,169,876 64,406,669 57,731,456 2,061,028 449,369,029

Depreciation for the year  -- 11,381,170 6,986,681 5,919,072 44,157 24,331,080

Disposals -- -- (3,862,220) (4,007,578) (172,073) (8,041,871)

Balance at end of the year -                       336,551,046 67,531,130 59,642,950 1,933,112 465,658,238

Net book value 601,409,769 610,484,544 74,704,636 13,194,771 135,257 1,299,928,977
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b. The charged depreciation was distributed as follows: 
 

Rabi' II 29, 

1443(H)

Rabi' II 29, 

1442(H)

Activity depreciations 21,261,728 23,973,849

Administrative depreciations 337,805 357,231

21,599,533 24,331,080
 

 

c. The cost of the fully depreciated property and equipment and still used in operation as of Rabi’ II 

29, 1443(H),  amounted to approximately SR 54 million (as of Rabi’ II 30, 1442(H): SR 51 million). 

The company's management have reviewed useful lives of these assets and concluded that there 

is no need to amend them. 

d. The operating equipment additions amount of SAR 40,576,173 includes borrowing costs that 

have been capitalized with a total of SAR 3,450,721. 

 

6. Investment Properties – Net 
 

a. The movement of investment properties during the year ended Rabi’ II, 29/30, consists of the 

following: 

1443(H) Lands Buildings

Furniture & 

Fixtures Total

Cost

Balance at beginning of the year 66,082,344 220,881,686 45,293,991 332,258,021

Additions -- 164,988           4,249,290 4,414,278

Disposals -- -- (455,110) (455,110)

Balance at end of the year 66,082,344 221,046,674 49,088,171 336,217,189

Accumulated Depreciation

Balance at beginning of the year -- 85,251,252 22,243,400 107,494,652

Additions -- 2,749,194 3,029,474 5,778,668

Disposals -- -- (445,955) (445,955)

Balance at end of the year -- 88,000,446 24,826,919 112,827,365

Net book value 66,082,344 133,046,228 24,261,252 223,389,824

1442(H)

Cost

Balance at beginning of the year 66,082,344 220,689,576 44,887,972 331,659,892

Additions -- 192,110           1,365,020 1,557,130

Disposals -- -- (959,001) (959,001)

Balance at end of the year 66,082,344 220,881,686 45,293,991 332,258,021

Accumulated Depreciation

Balance at beginning of the year -- 82,489,035 20,099,976 102,589,011

Additions -- 2,762,217 3,070,313 5,832,530

Disposals -- -- (926,889) (926,889)

Balance at end of the year -                       85,251,252 22,243,400 107,494,652

Net book value 66,082,344 135,630,434 23,050,591 224,763,369
 

 

b. The investment properties consist of the commercial center stores in the hotel and towers, and 

Jabal Omar project 2, which the company owned for rental purposes. According to the latest fair 

value measurement for these investments deted Rabi' II, 1443(H), which was performed by 

Sima Real Estate Appraisal Company, a member of the Saudi Authority for Accredited Valuers, 

License No. 1210000084/1210001360, the fair value is amounted to SR 4,839,658,959 (Rabi' 

II, 1442(H): SR 4,454,452,993). 
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7. Investments in financial assets at fair value through other comprehensive income 
 

Investments in financial assets at fair value through other comprehensive income mainly consist 

of the following: 
 

Note

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Jabal Omar Development a 2,503,694,364 2,788,190,040

Commodity Trading Fund 972,375 964,918

2,504,666,739 2,789,154,958
 

 

a. The movement of investments in financial assets at fair value through other comprehensive 

income consist of the following: 
 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Balance at beginning of the year 2,789,154,958 2,315,895,002

Unrealized gains (losses) of assets at FVOCI (284,488,219) 473,259,956

Balance at ending of the year 2,504,666,739 2,789,154,958
 

 

b. The company has sent a confirmation request to Jabal Omar Development Company on the 

shares owned by Makkah Construction and Development Company as of Rabi’ II 29, 1443(H), 

however, based on the reply letter from Jabal Omar Development Company, it was found a 

difference in number of shares owned by Makkah Construction and Development Company by 

around 1,198,571 shares. Accordingly, Makkah Construction and Development Company 

contacted the lawyer to clarify  this difference, who stated that the shares of real estates that 

title deeds have not been transferred up to date were assessed when Makkah Construction and 

Development Company invested as a shareholder in Jabal Omar Company, and this value 

should be remains the same since there is no amendment or change on status of the title deeds 

which was considered the basis of determining the number of shares at the time of Makkah 

Construction and Development Company entered as a shareholder in Jabal Omar Company. 

Therefore, it is not allowed for any amendment or change on the shares related to the deeds 

except after completing the technical and Sharia procedures by adding the space on it by the 

competent Sharia departments and before adding the final amount of the deeds space by the 

competent authorities and departments. The value of the contribution remains constant and it 

is not subject to any modification or change until the total space of the deeds is added by the 

competent authorities. 

  



Makkah Construction and Development Company 
A Saudi joint stock company 

Makkah Al-Mukarramah – Kingdom of Saudi Arabia 
 

Notes to the financial statements for the Year Ended Rabi’ II 29, 1443(H) – (Continued) 

(Saudi Riyal) 

33 

8. Investment in associate company 
 

The Board of Directors unanimously decided, in their meeting no. (133) on Muharram 25, 1435(H) 

corresponding to November 28, 2013(G) to contribute a cash share in the capital of Jarham 

Development Company which work in the field of real estate development, and will develop the 

area of Jabal Al- Sharashif, moreover, according to this decision the company on Jumada Al-Awwal 

11, 1435(H) paid an amount of SR 28,84 million, which represents 27.5% of the company's capital 

which amounted to SR 104,84 million. Movement in investment in associate company was as 

follows: 
 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Balance at beginning of the year 14,897,030 14,897,030

Company's share in the net results of the 

investment in associate (*) -- --

Balance at ending of the year 14,897,030 14,897,030

 
 

(*) The investment in Jarham Development Company was measured based on the latest audited 

financial statements for the year ended December 31, 2017, while the financial statements of 

the associate for the years 2018 and 2019 were issued which showed an increase in the 

company’s assets as a result of recognizing an intangible asset that appeared mainly as a result 

of adjustments of previous years, the company decided not to recognize the increase due to 

the uncertainty in the absence of recent audited financial statements for the years 2020 and 

2021. 

 

 The following is the most important financial information of the associate company, Jarham 

Development Company, based on the latest audited financial statements for the year 2019: 
 

Financial year Total assets Total liabilities Total revenue Total expense 

2019 112,023,088 9,552,804 '-- 5,024,095 
 

 The capital of Jarham Company was reduced according to the resolution of the Extraordinary 

General Assembly dated November 13, 2018(G), to become its capital of SR 49,8 million, 

however, the legal procedures required to reduce the capital have not been completed until the 

date of the financial statements. 

 

9. Due from a related party 
 

The amounts due from a related party (Jabal Omar Development Company) amounting to SR 

309,564,950 as of Rabi’ II 29, 1443(H) represents the amount due against the remaining cash 

share paid by Makkah Construction and Development Company to Jabal Omar Development 

Company on behalf owners of real states who did not complete the legal procedures of transfer 

their ownership to Jabal Omar Development Company. However once those owners complete all 

the legal procedures of transferring ownership of these real states to the name of Jabal Omar 

Development Company, Jabal Omar Development Company will pay this amount to Makkah 

Construction and Development Company, noting that these amounts do not have any interest or 

murabaha calculated on the due balance. 
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10. Trade receivables 
 

Trade receivables consist of the following: 
 

Note

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Commercial Center 113,826,548 70,233,641

Subsistence Center 893,009 14,808,103

Al-Shuhada descended -- 13,065,726

Al-Shuhada Commercial Center -- 558,457

Hotels and Towers - Receivables 7,928,394 24,351,277

Due from hotel and towers operator   (Millennium) 11,075,954 39,075,954

Total 133,723,905 162,093,158

Deduct:

Provision for expected credit loss 10-1 (14,201,962) (95,029,104)

119,521,943 67,064,054
 

 

 Information regarding the Company's exposure to credit and market risks and expected credit 

losses on trade and other receivables is included in Note 4. 

 

10-1 The movement of provision for expected credit loss is as follows: 
 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Balance at beginning of the year 95,029,104 69,410,933

Additions 12,117,345 25,618,171

Doubtful debt (*) (92,944,487) --

Balance at end of the year 14,201,962 95,029,104
 

 

(*) Old bad debt balances were written off for Makkah Construction and Development 

Company with third parties, in accordance with the company’s board of directors’ 

decision by passing No. 228/A, the date Rabi’ II  27, 1443 (H) corresponding to 

December 2, 2021 AD. 
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11. Prepayments and other receivables 
 

Advance payments and other receivables consist of the following: 

Note

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Advance payments to suppliers 1,385,486 36,473,244

Prepaid expenses 4,590,246 4,987,313

Employees receivable 2,451,921 2,180,033

Other debit balances 16,626,904 5,047,451

Western Parallel Road Project receivable 11-1 17,364,143 17,364,143

Total 42,418,700 66,052,184

Less: provision for impairment in recoverable amount 11-2 (13,023,108) (8,682,072)

29,395,592 57,370,112
 

 

11-1 This item represents consulting fees, designs, and models, in addition to various amount 

incurred by the company, with a total amount of approximately SR 17.36 million in exchange 

for studies of the Western Parallel Road project according to the honorable order No. 22589 

dated Jumada Al-Awwal 14, 1424(H) which was assigned later to Umm Al-Qura for 

Development and Real Estate Development. The management of the company has 

established a provision  for the decrease in the realizable value of the costs that  has incurred 

for the entire project. On 5/4/1441(H) a judgment was issued for the company’s favor in 

case No. 10900/10/Q for the year 1440(H) established by the company against the Makkah 

Development Authority and obligate the Authority to compensate the company for that cost, 

and the company reduced the value of the provision made based on the judgment issued in 

the amount of SR 8,682,071. The Makkah Region Development appealed the case during 

the current year, and the appeal judgment was issued for Makkah Construction and 

Development Company’s favor, obligating the Authority to compensate the company for that 

cost. the case then was later re-applied to the courts and the case is still pending with them, 

and accordingly the company increased the provision by 4,341,036 Saudi riyals during the 

current year. 

 

11-2 The Movement on the provision for impairment during the year ended Rabi’ II 30/29, was 

as follows: 
 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Balance at beginning of the year 8,682,072 8,682,072

Provision no longer needed 4,341,036 --

Balance at ending of the year 13,023,108 8,682,072
 

 

12. Cash and cash equivalents 
 

This item consists of the following: 
 

Rabi' II 29, 

1443(H)

Rabi' II 29, 

1442(H)

Cash at banks 162,631,413 194,345,010

Cash on hand 184,544 130,544

Total 162,815,957 194,475,554
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13. Share capital 
 

As of Rabi’ II 30, 1443(H), the company's capital consists of SR 164,816,240 million in-kind and 

cash shares (1442(H): SR 164,816,240 million in-kind and cash shares), each of which is worth SR 

10. 
 

Number of 

shares Par value

Number of 

shares Par value

In kind shares 73,907,790 739,077,900 73,907,790 739,077,900

Cash shares 90,908,450 909,084,500 90,908,450 909,084,500

164,816,240 1,648,162,400 164,816,240 1,648,162,400

Rabi' II 30, 1443(H) Rabi' II 29, 1442(H)

 
 

14. Statutory reserve 
 

According to the company's article of association and the previous Saudi Arabian Regulations for 

Companies, the company is required to transfer every year 10% of its net profit to form a statutory 

reserve until this reserve reaches 50% of the capital. The new Saudi Regulations for Companies, 

which have been valid to be applied on Rajab 25, 1437(H) (corresponding to May 2, 2016”G”), 

requires companies transfer 10% of its profit every year to statutory reserves until this reserve 

reaches 30% of the capital. Starting from the financial year 1430/1431(H), the 10% transfer was 

stopped from the net profit to statutory reserve, due to the fact, that its balance reached 69% of 

the capital in accordance with Article 42/1 of the company's article of association, which was 

approved by the general assembly on Shaban 21, 1430(H). The company has transferred an 

amount of SR 300 million from the statutory reserve to the retained earnings during the three 

years from 1436/1437(H) to 1438/1439 (H), after the approval of the general assembly of the 

company. Article 44/1 of the company's article of association has been amended to make the 

statutory reserve of the company is 30% of the capital. 

 

15. Credit facilities 
 

The company signed a general agreement with Bank Albilad on Muharram 3, 1441(H), 

corresponding to September 2, 2019(G) to obtain credit facilities with an amount of SR 450 million 

at a SIBOR interest rate + 1.25% (complied with Islamic Sharia), and that in accordance with the 

company's Board of Directors resolution No. 198 dated on Shawwal 13, 1440(H) corresponding to 

June 16, 2019(G), amended by Board Resolution No. 201 dated on Muharram 5, 1441(H) 

corresponding to September 4, 2019(G), for the purpose of financing the renovation and 

development of the hotel and towers of Makkah Construction and Development Company.  
 

The following is a summary of the facilities obtained by the company: 

Rabi' II 29, Rabi' II 30, 

Statement Higri Gregorian 1443(H) 1442(H)

First tranch Rabi' 3, 1441 October 31, 2019 49,999,600 49,999,600

Second tranch Ramadan 12, 1441 May 5,2020 49,999,700 49,999,700

Third tranch Rabi' II 17, 1442 December 2, 2020 49,999,700 49,999,700

Fourth tranch Rajab 5, 1442 Febrary 17, 2021 24,999,850 -

174,998,850 149,999,000

Date

 
 

 The maturity date of the aforementioned bank facilities is on Shaban 21, 1444(H), corresponding 

to March 13, 2023G. 

 The guarantees on the loan are represented by a promissory note to beneficiary of the lending 

bank by an amount of SR 545,813,000. 
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16. Employees’ Benefits 
 

General description of the employees’ defined benefit obligations: 
 

The entity is required to pay end of service benefits (defined benefits plan) in accordance with the 

Saudi Labor Law. The end of service benefit is equivalent to half salary of the last month of each 

of the first five years of service, including the fractions of the year in addition to the salary of the 

last month in full for each year of the remaining / subsequent service, including fractions of the 

year. Due factors are applied in cases of resignation. The end of service indemnity is unfunded. 

 

Valuation Methodology and Key Assumptions for the Actuarial Study: 
 

 In compliance with the requirements of International Accounting Standard No. (19) "employee 

benefits", the projected unit credit method was applied to determine the plan's obligations. 

Under this method, the expected cost of the accrued benefits is calculated for each benefit to 

which the plan members who are still working. The expected cost of the accrued benefits depends 

on the accrual formula and the period of service at the valuation date. The benefits are calculated 

based on the last salary expected to be received by the employee at the retirement age. The 

plan's obligations are the current actuarial value of the expected accrued benefits of all 

employees who are still working at the date of valuation. 
 

a) The valuation is prepared by an independent external actuary using the following key 

assumptions: 

In accordance with IAS 19, actuarial assumptions must be unbiased and constant. 

Assumptions are considered best estimation from company’s side for variables that will 

determine the ultimate cost of providing EOS. The main assumptions used is as following: 

 

Discount rate: 
 

 This rate is used to obtain the present actuarial value of the expected benefits. In 

accordance with IAS 19, the rate used to discount post-employment benefit obligations 

is determined by reference to market returns at the end of the reporting period on high-

quality commercial bonds. In accordance with our practice, the discount rate is derived 

by reference to US dollar market returns at the end of the reporting year on AA-AAA rated 

commercial bonds with a term maturity consistent with the estimated duration of the 

post-employment benefit obligations. The average duration of post-employment benefit 

liabilities is 10 years. 

 The discount rate is 2.30% annually (Rabi’ II 30 1442(H) 2.5% annually). 

 The rate of salary increase is 2.30% annually (Rabi’ II 30, 1442(H), 2.5% annually). 
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b) The movement on employee benefit obligations is: 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

The present value of the obligation at the beginning of the year 32,758,055 31,417,209

Current service cost 3,313,714 3,345,520

Benefits cost 686,979 970,688

Total expenses charged to the statement of comprehensive income 4,000,693 4,316,208

Elements of other comprehensive income:

Re-measurement of employee benefit obligations 448,414 275

Actual benefits paid during the year (4,468,893) (2,975,637)

The present value of the obligation at the end of the year 32,738,269 32,758,055

The components of the current year expenditures charged to the 

statement of comprehensive income

 
 

c) Sensitivity Analysis on defined benefit obligation: 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

-0.5% 33,970,388 34,278,911

Discount Rate Base 32,738,269 32,758,055

+0.5% 31,589,330 31,352,758

-0.5% 31,596,778 31,358,938

Salary Growth Rate Base 32,738,269 32,758,055

+0.5% 33,950,389 34,257,241
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17. Deferred revenue 
 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Commercial Center revenues 6,615,019 12,556,499

Revenues from leased housing units 162,499 162,499

Jabal Omar 2 real estate rental income -- 100,000

Advance payments from clients 4,347,400 4,894,179

11,124,918 17,713,177
 

 

18. Accrued expenses and other payables 
 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Payments received from customers 27,015,682 24,552,221

Accrued expenses 12,903,426 15,841,552

Travel and vacation allowances 1,227,855 906,182

Other liabilities 12,894,965 12,142,818

54,041,928 53,442,773
 

 

19. Dividends payable 
 

a) The movement of dividends payable is as follows: 

Note

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Balance at the beginning of the year 205,043,020 190,863,231

Declared dividends during the year B -- 247,224,360

Dividends paid during the year (12,678,431) (233,044,571)

192,364,589 205,043,020
 

 

b) The general assembly of the company, held on Shaban 07, 1442(H), corresponding to April 19, 

2021(G), decided to not distribute dividends to shareholders for the year ended on Rabi’ II 30, 

1442(H), approval of the Board of Directors members reward with an amount of SR 2,2 million, 

noting that the Chairman of the Board of Directors, Mr. Abdul Rahman Abdul Qadir Muhammad 

Fakieh, has waived his membership reward in the Board for the fiscal year 1441/ 1442H. 

 

20. Zakat 
 

a) Charged during the year 
 

The zakat charged to the statement of comprehensive income for the year ended Rabi' II 30/29, 

consists of the following: 

1443(H) 1442(H)

Due to the General Authority of Zakat and income 816,905           284,733           

Charged for previous years 7,155,126        7,509,751        

7,972,031        7,794,484        
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The important components of the Zakat base for the year ended Rabi` II 30/29, if as follows: 
 

1443(H) 1442(H)

Additions

Capital 1,648,162,400 1,648,162,400

Retained earnings 160,825,422 219,702,788

Adjusted net income 32,676,217 (21,148,503)

Statutory reserve 836,280,685 836,280,685

Accrued distribution

Provisions & Other 1,677,042,760 1,966,701,231

Total items which are subjected to Zakat 4,354,987,484 4,649,698,601

Deductible items:

Property and equipment, investment properties and 

other assets (net) (4,381,837,902) (4,638,309,284)

Zakat base (26,850,418) 11,389,317
 

 

b) Provision for Zakat 
 

The Movement of Zakat provision during the year was as follows: 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Balance at the beginning of the year 7,962,730 38,871,310

Provision for the year 816,905 284,733

Charge for previous years 7,155,126 7,509,751

Paid during the year (277,797) (38,703,064)

Balance at the end of the year 15,656,964 7,962,730
 

 

c) The company reached to financial settlement until the end of the financial year ending on Rabi II 

30, 1436 H. The company submitted its Zakat declaration for the years from 1437(H) until Rabi 

II, 1442(H) and paid the accrued Zakat. The company has received zakat assessments for the 

years 1438 and 1439, by an amount of SR 15,019,502. The company objected on these 

assessments while the objection was rejected by the Zakat, Tax and Customs Authority, while the 

company’s management believes that it has an opportunity to escalate with the General 

Secretariat of the tax commissions during the regular period specified for that according to the 

tax commissions rules. It also believes that it has an opportunity to submit a request to the 

internal commission for settlements and obtain a settlement in accordance with the rules of these 

commissions. Accordingly, the company provided a provision against it by around 50% of these 

assessments, in accordance with  estimates of the company's management. The company has 

also received zakat assessments for the years 1440(H) and 1441(H), by an amount of SR 

28,620,237. The company objected on these assessments after paying 25% of the assessment 

received by the company according to law at subsequent date of financial statements.  
 

d) The company's management believes that the provided provisions are sufficient to meet future 

zakat obligations. 
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21. Revenues 

 

This item consists of the following the year ended Rabi’ II 30/29: 
 

Note 1443(H) 1442(H)

Revenue from the commercial center and leased 

residential units 21-1 106,871,041 64,714,216

Hotel revenue 28,378,793 28,270,204

Towers revenue 24,392,696 30,459,148

159,642,530 123,443,568
 

 

22-1 Revenue from the mall and leased housing units: 
 

1443(H) 1442(H)

Commercial center revenue 106,121,041 62,551,718

Revenues from leased housing units 650,000 649,998

Other income (*) 100,000 1,512,500

106,871,041 64,714,216
 

 

(*) The other income is the revenue generated from the rental of Jabal Omar properties. 

 

22. Cost of revenues 
 

This item consists of the following for the year ended Rabi’ II 30/29: 
 

1443(H) 1442(H)

Operation of hotel and towers 63,789,001 71,564,545

Depreciation of property, equipment and 

investment properties 27,040,396 29,806,379

Staff salaries and costs 13,006,554 10,745,102

Repair and maintenance 2,168,671 2,959,611

Fees and subscriptions 1,442,270 2,999,486

Treatment 1,233,392 1,223,269

Utilities 1,231,637 219,784

Security supervision 922,574 1,714,097

Cleaning materials 298,246 109,583

Insurance 187,622 187,611

Transfer and load 167,750 504,316

Post, telegram and telephone 151,580 138,478

Professional fees 73,478 29,138

Stationery 35,086 -

Other 335,200 1,322,081

Total 112,083,457 123,523,480
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23. General and Administrative Expenses 
 

This item consists of the following for the year ended Rabi’ II 30/29: 
 

1443(H) 1442(H)

Staff salaries and costs 7,497,564 7,841,885

Consulting and legal fees 6,013,547 9,579,072

Members of the Board of Directors Remuneration 2,630,000 685,522

Treatment 711,595 2,767,000

Insurance 681,560 5,260

Repair and maintenance 433,903 463,624

Depreciations 337,805 643,230

Fees and subscriptions 254,818 564,621

Rents 253,333 84,571

Advertising 196,242 338,417

Reconciliation of inventory counts 189,088 357,231

Hospitality 109,942 116,926

Bank expenses and commissions 88,137 250,000

Post, telegram and phone 87,453 72,944

Stationery 21,853 101,176

Other 394,318 699,170

Total 19,901,158 24,570,649
 

 

24. Other income 
 

This item consists of the following or the year ended Rabi’ II 30/29: 
 

1443(H) 1442(H)

Profits from saling scrap 1,032,609 100,000

Net profit from the sale of property and equipment 

and investment properties -- 15,998

Realized gains from investments in financial assets 

through the income statement -- 1,099,173

1,032,609 1,215,171
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25. Earnings Per Share 
 

a) Basic earnings per share 
 

Basic earnings per share is calculated based on the net profit attributable to the ordinary 

Shareholders and the weighted average number of outstanding ordinary shares. 
 

b) Diluted earnings per share 
 

 Diluted earnings per share is calculated based on the net profit attributable to the ordinary 

Shareholders and the weighted average number of outstanding ordinary shares after 

adjusting the probable dilution effect on ordinary shares. 
 

 During the year there were no diluted shares, and therefore the diluted earnings per share is 

not different from the basic earnings per share. 
 

c) The details of the earning per share calculation are as follows: 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Net (loss) profit after zakat for the year 4,245,112 (58,877,366)

Weighted average number of shares 164,816,240 164,816,240

(loss)Profit per share – Basic and Diluted 0.03 (0.36)
 

 

26. Transaction With Related Parties 
 

Related parties consist of the shareholders, directors, and senior management staff of the company. 

The terms and conditions of these transactions are approved by the company's management. 
 

 Senior management staff 
 

Senior management staff are the people who exercise authority and responsibility in planning, 

directing and controlling the activities of the company, directly or indirectly, including any director 

(whether executive or otherwise). 
 

 Related parties transactions: 
 

Transactions with related parties during the year and the resulting balances were as follows: 
 

Transactions with

 Nature of 

Transactions

Rabi' II 30 

1443(H)

Rabi' II 29, 

1442(H)

Senior management staff

Salary, 

allowances and 

incentives 3,650,412 3,658,456

Board of Directors Rents 2,131,869 1,564,796
 

 

27. Related parties balances: 
 

The related party’s balances are as follows: 

Rabi' II 30, 

1443(H)

Rabi' II 29, 

1442(H)

Due from a related party (Note 9) 309,564,950 309,564,950

Due from chairman of board of directors (Note 11) 3,261,673 56,559

Due from Fakieh Farms (note 11) 578,168 673,885
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28. Contingent liabilities 
 

Contingent liabilities against letters of guarantee issued by several banks on behalf of the company 
on Rabi’ II 29, 1443(H), amounted to SR 2,000,000 (Rabi’ II 30, 1442(H): SR 2,000,000). 

 
29. Outstanding lawsuits 

 

a) Outstanding lawsuits raised by the company against others 
 

 There are a lawsuits filed by the company against other with determined value by an amount 

of SR 15,696,160, and tow lawsuits with undetermined value for property eviction. 
 The company has filed a lawsuit against the previous hotel operator, "Millennium & 

Copthorne Middle East Holding Ltd.", amounting approximately SR 39 million against the 
minimum guaranteed difference in accordance with the signed agreement with Makkah 
Construction and Development Company at the Economic Court, however, the lawsuit has 
not yet been decided, as the lawsuit is currently in the arbitration stage. The company has 
recorded sufficient provisions against this lawsuit, according to the opinion of the 
management and its legal advisor. 

 A lawsuits raised by the company against Development of Makkah Region Authority for 
consultancy fees, designs, and models, in addition to various other costs were incurred by 
the company with the amount of approximately SR 17.36 million against of studies of the 
Western Parallel Road project under the supreme order no. 22589 dated Jumada Al-Awwal 
14, 1424(H), Development of Makkah Region Authority has appeal the case and the appeal 
ruling was issued in favor of Development of Makkah Region Authority and obligating the 
Authority to compensate the company for the cost incurred, while the lawsuit was later 
appealed to the competent courts and the lawsuit is still under consideration. However, the 
company provided sufficient provision against the due amount in accordance with company’s 
management and its legal advisor. 
 

b) Outstanding lawsuits raised by the others against the company 
 

There is a lawsuit against the company with determined value by an amount of SR 3,100,000 
and two lawsuits with undetermined value related to terminating a contract. 

 

30. Impact of Coronavirus pandemic 
 

Throughout the beginning of the 2020, in several geographical regions, the world is going through 
rapid developments related to the outbreak of the novel Coronavirus Disease (COVID-19). This has 
caused disturbances to economic activities and businesses. Countries, including the Kingdom of 
Saudi Arabia, are seeking to take precautionary and preventive procedures to address the spread 
of the virus and mitigate its effects. Despite the effectiveness of these procedures, they have 
affected the business environment and the general outcome of society. However, KSA has put in 
place packages and decisions to mitigate the economic implications of such procedures, in order to 
help the business sector to overcome this health pandemic with -minimal harm as much as possible. 
In view of this, the company’s management announced that the occupancy rate in the hotel and 
towers was affected and the temporary closure of the commercial center in accordance with the 
precautionary government decisions to confront (COVID-19) to protect citizens and residents, and 
to confront the spread of (COVID-19), represented in the temporary suspension of Umrah and visit 
visas, as well as the temporary suspension of Umrah for citizens and residents in the Kingdom in 
addition to Suspend international and domestic flights. This may lead to the company’s revenues 
being directly affected, which depend on Hajj, Umrah and visit activities as a result of the decrease 
in occupancy rates in the hotel and towers, as well as the temporary closure of the commercial 
center, and consequently its revenues and profits for the financial year 1441/1442 affected by 
those precautionary decisions. 
Given these circumstances, the management, when preparing the financial statements, made an 
assessment of the expected effects of the company's business, as the company's management 
reached the conclusion that it has sufficient liquidity available to continue fulfilling its financial 
obligations in the future when they are due, in addition to other measures that will assist the 
company in overcoming the consequences From (COVID-19), including reducing costs, salaries and 
wages, and in return, a discount was granted on the lease contracts of the commercial center for 
eight months. 
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31. Segments information 

 

The presentation of the major segments has been determined on the basis that the risks and 

rewards of the company are materially affected by the difference in the products of those segments. 

These segments are organized and managed separately according to the nature of services and 

products, so that each of them forms a separate unit. The operating segments shown below are 

identified by differentiating the business activities from which the company generates revenue and 

incurs costs. The economic characteristics are reviewed and the operating segments are grouped 

on the basis of the evaluation made by the operational decision maker at least every quarter, which 

is reviewed by the senior management of the company. The company operates in the Kingdom of 

Saudi Arabia through the following basic activities: 

 The Commercial center, which includes revenue from renting shops and apartments; 

 Hotel and residential towers; 

 Investment, including revenue from investments held for trading; 

 Others, including rental income in the Jabal Omar development area. 
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Management monitors the operating results of its business units separately for the purpose of making decisions about resource allocation and 

performance assessment. Segment performance is evaluated on a profit or loss basis and is measured consistently with the profit or loss in the 

financial statements. 

Rabi' II 30, 1443(H)

Commercial 

center Hotel and towers

Investment 

sector Other Total

Revenues 106,121,041 53,421,489 -- 100,000 159,642,530

Cost of revenues (27,655,829) (84,427,628) -- -- (112,083,457)

Total loss 78,465,212 (31,006,139) -                         100,000 47,559,073

General and administrative expenses -- -- -- (19,901,158) (19,901,158)

Provision for expected credit loss -- -- -- (12,117,345) (12,117,345)

Borrowing costs -- -- -- (4,341,036) (4,341,036)

Other revenues -- -- -- 1,032,609 1,032,609

Donations -- -- -- (15,000) (15,000)

Zakat -- -- -- (7,972,031) (7,972,031)

loss during the year 78,465,212 (31,006,139) -- (43,213,961) 4,245,112

Total assets 479,005,864 1,131,747,925 2,829,128,719 254,407,643 4,694,290,151

Total liabilities 20,233,957 248,822,688 -- 241,987,239 511,043,884

Rabi' II 29, 1442(H) The mall Hotel and towers

Investment 

sector Other Total

Revenues 62,551,718 59,379,350 -- 1,512,500 123,443,568

Cost of revenues (28,611,612) (94,911,868) -- -- (123,523,480)

Gross profit 33,940,106 (35,532,518) -- 1,512,500 (79,912)

General and administrative expenses -- -- -- (24,570,649) (24,570,649)

Provision for expected credit loss -- -- -- (25,618,171) (25,618,171)

Borrowing cost -- -- -- (2,013,321) (2,013,321)

Other revenues -- -- -- 1,215,171 1,215,171

Donations -- -- -- (16,000) (16,000)

Zakat -- -- -- (7,794,484) (7,794,484)

Profit during the year 33,940,106 (35,532,518) -- (57,284,954) (58,877,366)

Total assets 405,178,031 1,139,572,583 3,113,616,938 301,034,678 4,959,402,230

Total liabilities 28,255,782 221,032,315 -- 246,176,345 495,464,442
 

Other assets and liabilities include the administrative functions of the company. 



Makkah Construction and Development Company 
A Saudi joint stock company 

Makkah Al-Mukarramah – Kingdom of Saudi Arabia 
 

Notes to the financial statements for the Year Ended Rabi’ II 29, 1443(H) – (Continued) 

(Saudi Riyal) 

47 

 

32. International Financial Reporting Standards of new and amended interpretations 

issued 
 

a) International Financial Reporting Standards of new and amended interpretations and 

effective: 
 

The Company has adopted all the applicable new and revised International Financial Reporting 

Standards and interpretations that are relevant to its operations and effective for the period 

beginning on or after 1 January 2021. These amendments had no impact on the financial 

statements of the Company. 
 

Effective 

Date 
Description 

Standard or 

Interpretation No. 

Amendments 

to IFRS 16 

Covid-19-

related Rent 

Concessions. 

As a result of the COVID-19 pandemic, rent concessions 

have been granted to lessees. Such concessions might 

take a variety of forms, including payment holidays and 

deferral of lease payments.  
 

In May 2020, the IASB made an amendment to IFRS 16 

Leases which provides lessees with an option to treat 

qualifying rent concessions in the same way as they would 

if they were not lease modifications. In many cases, this 

will result in accounting for the concessions as variable 

lease payments in the period in which they are granted. 
 

Main Changes:  

 Permit a lessee to apply the practical expedient 

regarding COVID-19-related rent concessions to rent 

concessions for which any reduction in lease payments 

affects only payments originally due on or before 30 

June 2022 (rather than only payments originally due 

on or before 30 June 2021); 

 Require a lessee applying the amendment to do so 

retrospectively, recognizing the cumulative effect of 

initially applying the amendment as an adjustment to 

the opening balance of retained earnings (or other 

component of equity, as appropriate) at the beginning 

of the annual reporting period in which the lessee first 

applies the amendment.  

 

June 1, 2020 / 

April 1, 2021 

Interest Rate 

Benchmark 

Reform 

Phase 2 

Amendments 

to IFRS 4, 

IFRS 7, IFRS 

9, IFRS 16 

and IAS 39. 

In August 2020, the IASB made amendments to IFRS 9, 

IAS 39, IFRS 7 IFRS 4 and IFRS 16 to address the issues 

that arise during the reform' of an interest rate 

benchmark rate, including the replacement of one 

benchmark with an alternative one. 
 

The Phase 2 amendments provide the following reliefs: 

 When changing the basis for determining contractual 

cash flows for financial assets and liabilities (including 

lease liabilities), the reliefs have the effect that the 

changes, that are necessary as a direct consequence 

of IBOR reform and which are considered economically 

equivalent, will not result in an immediate gain or loss 

in the income statement. 
 

 The hedge accounting reliefs will allow most IAS 39 or 

IFRS 9 hedge relationships that are directly affected by 

IBOR reform to continue. However, additional 

ineffectiveness might need to be recorded. 

January 1, 2021 
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b) International Financial Reporting Standards of new and amended interpretations 

and effective: 

 

The company did not apply any of the new international standards, amended issued, and 

not effective yet: 

 

Standard number 

or interpretation 
Description 

Effective 

date 

IFRS (17)  

Insurance 

Contracts. 

IFRS (17) was issued in May 2017 as replacement 

for IFRS (4) Insurance Contracts.  
 

It requires a current measurement model where 

estimates are remeasured in each reporting period.  
 

Contracts are measured using the building blocks of: 

• discounted probability-weighted cash flows 

• an explicit risk adjustment, and 

• a contractual service margin (CSM) representing 

the unearned profit of the contract which is 

recognized as revenue over the coverage period. 
 

IFRS (17) requires insurance liabilities to be 

measured at a current fulfilment value and provides 

a more uniform measurement and presentation 

approach for all insurance contracts. These 

requirements are designed to achieve the goal of a 

consistent, principle-based accounting for insurance 

contracts 

 

January 

1, 2023 

(deferred 

from  

January 1, 

2021). 

Amendments to  

IAS (16) Property, 

Plant and 

Equipment. 

The amendments prohibit an entity from deducting 

from the cost of an item of property, plant and 

equipment any proceeds from selling items produced 

while bringing that asset to the location and condition 

necessary for it to be capable of operating in the 

manner intended by management. Instead, an entity 

recognizes the proceeds from selling such items, and 

the cost of producing those items, in profit or loss. 

 

January 1, 

2022. 

 

Reference to the 

Conceptual 

Framework 

(Amendments to  

IFRS 3). 

Minor amendments were made to IFRS 3 to update 

the references to the Conceptual Framework for 

Financial Reporting and add an exception for the 

recognition of liabilities and contingent liabilities 

within the scope of IAS 37 Provisions, Contingent 

Liabilities and Contingent Assets. The amendments 

also confirm that contingent assets should not be 

recognized at the acquisition date. 

January 1, 

2022. 

Onerous Contracts 

— Cost of Fulfilling 

a Contract 

(Amendments to 

IAS 37). 

The amendments specify that the “cost of fulfilling” 

a contract comprises the “costs that relate directly 

to the contract”. Costs that relate directly to a 

contract can either be incremental costs of fulfilling 

that contract (examples would be direct labor, 

materials) or an allocation of other costs that relate 

directly to fulfilling contracts (an example would be 

the allocation of the depreciation charge for an item 

of property, plant and equipment used in fulfilling the 

contract). 

January 1, 

2022. 
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Standard number 

or interpretation 
Description 

Effective 

date 

IFRS Standards  

2018-2020. 

Annual Improvements to IFRS 9, IFRS 16, IFRS 1 and IAS 

41. 

January 1, 

2022. 

Classification of 

Liabilities as 

Current or Non-

Current 

Amendments to 

IAS (1). 

The amendments to Presentation of Financial Statements 

clarify that liabilities are classified as either current or non-

current, depending on the rights that exist at the end of the 

reporting period. Classification is unaffected by the 

expectations of the entity or events after the reporting date . 
 

The amendments in Classification of Liabilities as Current or 

Non-current (Amendments to IAS 1) affect only the 

presentation of liabilities in the statement of financial 

position — not the amount or timing of recognition of any 

asset, liability income or expenses, or the information that 

entities disclose about those items. 

January 1, 

2023 

(deferred 

from 

January 1, 

2022). 

Disclosure of 

Accounting Policies  
(Amendments to 

IAS 1 and IFRS 

Practice Statement 

2). 

 

The amendments require that an entity discloses its 

material accounting policies, instead of its significant 

accounting policies. Further amendments explain how an 

entity can identify a material accounting policy. Examples 

of when an accounting policy is likely to be material are 

added. To support the amendment, International  
 

Accounting Standards Board (IASB) has also developed 

guidance and examples to explain and demonstrate the 

application of the “four-step materiality process” described 

in IFRS Practice Statement 2. Once the entity applies the 

amendments to IAS 1, it is also permitted to apply the 

amendments to IFRS Practice Statement (2). The 

amendments are to be applied prospectively. 

January 1, 

2023. 

Definition of 

Accounting 

Estimates 

(Amendments to  

IAS 8). 

On February 12, 2021, the International Accounting 

Standards Board (IASB) published "Definition of Accounting 

Estimates “. 
 

The amendments replace the definition of a change in 

accounting estimates with a definition of accounting 

estimates. Under the new definition, accounting estimates 

are “monetary amounts in financial statements that are 

subject to measurement uncertainty”. Entities develop 

accounting estimates if accounting policies require items in 

financial statements to be measured in a way that involves 

measurement uncertainty. The amendments clarify that a 

change in accounting estimate that results from new 

information or new developments is not the correction of an 

error. 

January 1, 

2023 
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Standard number 
or interpretation Description Effective 

date 

Deferred Tax 
related to Assets 
and Liabilities 
arising from a 
Single transaction 
(Amendments to  
IAS 12 Income 
Taxes ) 

The amendments require companies to recognize 
deferred tax on transactions that, on initial 
recognition, give rise to equal amounts of taxable 
and deductible temporary differences. They will 
typically apply to transactions such as leases of 
lessees and decommissioning obligations and 
affected entities would be requiring recognition of 
additional deferred tax assets and liabilities. 
That means the initial recognition exemption does 
not apply to transactions in which equal amounts of 
deductible and taxable temporary differences arise 
on initial recognition. 
 

January 1, 
2023 

Initial Application 
of IFRS 17 and 
IFRS 9 — 
Comparative 
Information 
(Amendment to 
IFRS 17) 

The Amendment permits entities that first apply 
IFRS 17 and IFRS 9 at the same time to present 
comparative information about a financial asset as if 
the classification and measurement requirements of 
IFRS 9 had been applied to that financial asset 
before. 

January 1, 
2023 

IFRS 10 and IAS 28 
amendments. Sale 
of contribution 
between an 
investor and its 
associate or joint 
venture. 

The amendments address an acknowledged 
inconsistency between the requirements in IFRS 10 
and those in IAS 28, in dealing with the sale or 
contribution of assets between an investor and its 
associate or joint venture. 

Indefinite 
effective 
date/early 
adoption 
permitted. 

 
The company’s management does not expect that these standards will have a material impact 
on the financial statements when they are applied in future periods. 
 

33. Approval of the financial statement 
 

The Board of Directors has approved the financial statements dated Rajab 27, 1443(H) 
corresponding to Feb 28, 2022(G). 

34. General 
 

Prior year's comparative figures have been reclassified to conform with current year's 
presentation. 


