Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019
1.

Corporate information
Al Hammadi Company for Development and Investment
limited
liability Company under Commercial Registration No. 1010196714 issued on Safar 23, 1425H
(corresponding to April 13, 2004) in Riyadh. On Ramadan 16, 1429H (corresponding to September 16, 2008),
the Ministry of Commerce and Investment issued the res
conversion to a closed joint stock Company. On Rajab 20, 1435H (corresponding to May 19, 2014) the
were listed in Saudi Stock Exchange (Tadawul) on Ramadan
17, 1435H (corresponding to July 15, 2014).
-Olaya, P.O. Box 55004, Riyadh 11534, Saudi Arabia.
The main activities of the
are wholesale and retail trading of
medical equipment, pharmaceutical and cosmetic products, establishing, maintaining, managing and
operating hospitals and medical centers, wholesale and retail trading of food and beverages, acquisition and
rental of land for constructing buildings and investing them by means of selling or renting in favor of the
Group, establishment or participation in different industrial projects, establishment of commercial centers,
operating, and maintaining them in Saudi Arabia.
Details of subsidiary companies are as follows:
Name of Subsidiary
Medical Support Services
Company Limited
Pharmaceutical
Services
Company Limited
Al-Hammadi for Hospitals
Management and Operations
Company Limited *

Country of
Incorporation
Saudi Arabia

Business Activity
Trading Company

Functional
Currency
Saudi Riyals

Ownership Interest
2019
2018
100%
100%

Saudi Arabia

Trading Company

Saudi Riyals

100%

100%

Saudi Arabia

Trading Company

Saudi Riyals

100%

-

These consolidated financial statements include the accounts of the Group and following branches, which
operate under separate commercial registrations:
Branch Name

Commercial
Registration No.
1010263026
1010934227
1010374270
1010374273
1010610529

Al Hammadi Hospital, Olaya
Al Hammadi Hospital, Al-Suwaidi
Al Hammadi Hospital, Al-Nuzha
Maintenance & Operations
Arabian Hospitality

City
Riyadh
Riyadh
Riyadh
Riyadh
Riyadh

* During Third quarter of 2019, the Company completed the legal formalities pertaining to the investment in
a new subsidiary, Al Hammadi for Hospitals Management and Operations, a limited liability Single Person
Company (SPC), located in the Kingdom of Saudi Arabia and owned 100% by the Company.

Going concern
The Board of Directors has made an assessment of the Group
satisfied that it has the resources to continue in business for the foreseeable future for a period of at least 12
months from the approval of the consolidated financial statements. Furthermore, management is not aware
of any material uncertainties that may cast significant doubt upon the Group
concern. Therefore, the consolidated financial statements continue to be prepared on the going concern basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019
2.

Basis of preparation
These consolidated financial statements have been prepared in accordance with the International Financial
Reporting Standards endorsed in the Kingdom of Saudi Arabia and other standards and regulations adopted
by the Saudi Organization for Certified Public Accountants.
The consolidated financial statements have been prepared on the historical cost basis except for the defined
employee benefit obligations that have been assessed actuarially as described in the accounting policies.
The consolidated financial statements are presented in Saudi Riyals, which is the functional and presentation
currency of the Group.
The principal accounting policies applied in the preparation of these consolidated financial statements are
set out below; these policies have been consistently applied to all years presented, unless otherwise stated all
figures are rounded to the nearest Riyal (Saudi Riyal), unless otherwise noted.

3.

Basis of Consolidation
These consolidated financial statements comprising the consolidated statement of financial position,
consolidated statement of profit or loss, consolidated statement of comprehensive income, consolidated
statement of changes in
equity, consolidated statement of cash flows and notes to the
consolidated financial statements of the Group include assets, liabilities and the results of the operations of
the Company and its subsidiaries, as set out in note (1). The Company and its subsidiaries are collectively
when it is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity. Subsidiaries are consolidated from the date on which
control commences until the date on which control ceases. The Group accounts for the business combinations
using the acquisition method when control is transferred to the Group. The consideration transferred in the
acquisition is generally measured at fair value, as are the identified net assets acquired. The excess of the cost
of acquisition over the fair value of the identifiable net assets acquired is recorded as goodwill in consolidated
statement of financial position. Intra-group balances and transactions, and any unrealized income and
expenses arising from intra-group transactions, are eliminated. Accounting policies of subsidiaries are
aligned, where necessary, to ensure consistency with the policies adopted by the Group. The Company and
its subsidiaries have the same reporting periods.

4.

Significant Accounting policies

4.1

Current versus Non-current classification
The Group presents its assets and liabilities in the consolidated statement of financial position based on a
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 12 months after the reporting period; or
Cash or cash equivalents unless restricted from being exchanged or used to settle a liability for at least
12 months after the reporting period.
All other assets are classified as non-current assets.
A liability is current when it is:
Expected to be settled in the normal operating cycle;
Held primarily for the purpose of trading;
Due to be settled within 12 months after the reporting period; or
When there is no unconditional right to defer the settlement of the liability for at least 12 months after
the reporting period.
All other liabilities are classified as non-current liabilities.
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4.

Significant Accounting policies - continued

4.2

Fair value measurement
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. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either:
In the principal market for the asset or liability; or
In the absence of a principal market, in the most advantageous market for the asset or the liability.
The principal or the most advantageous market must be accessible by the Group.
The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or the liability, assuming that market participants act in their economic best interest.
A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
would utilize the asset in its highest and best use.
All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements
are categorized within the fair value hierarchy. This is described as follows, based on the lowest level input
that is significant to the fair value measurement as a whole:
Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;
Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable;
Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.
For assets and liabilities that are recognized in the consolidated financial statements at fair value on a
recurring basis, the Group determines whether transfers have occurred between levels in the hierarchy by reassessing categorization (based on the lowest level input that is significant to the fair value measurement as
a whole) at the end of each reporting period.
For the purpose of fair value disclosures, The Group has determined classes of assets and liabilities on the
basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy,
as explained above.

4.3

quity
The Company has issued ordinary shares that are classified as equity. The difference between the issue price
and the par value of an ordinary share is allocated to share premium. The transaction costs incurred for the
share issue are accounted for as a deduction from share premium to the extent they are incremental costs
directly attributable to the share issue that would otherwise have been avoided.
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4.

Significant Accounting policies - continued

4.4

New standards, interpretations, and amendments adopted by the Group
The Group applies, for the first time, IFRS 16 Rent Contracts starting 1 January 2019. The nature and effect
of these changes are disclosed below.

4.4.1

IFRS 16 Rent Contracts
IFRS 16 supersedes IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal
Form of a Lease. The standard sets out the principles for the recognition, measurement, presentation and
disclosure of leases and requires lessees to account for most leases under a single on-balance sheet model.
Lessor accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue to classify
leases as either operating or finance leases using similar principles as in IAS 17. Therefore, IFRS 16 did not
have an impact for leases where the Group is the lessor.
The Group has adopted IFRS 16 using the modified retrospective method of adoption with the date of initial
application of 1 January 2019.
The Group elected to use the practical expedient available on transition to IFRS 16 not to reassess whether a
contract contains a lease or not, allowing the standard to be applied only to contracts that were previously
identified as leases applying IAS 17 and IFRIC 4 at the date of initial application.
The Group also adopted the following practical expedients when applying IFRS 16 to leases previously
classified as operating leases under IAS 17:
Applied a single discount rate to a portfolio of leases with reasonably similar characteristics.
Applied the exemption not to recognize right-of-use assets and liabilities for leases that are expiring
during 2019.
Excluded initial direct cost from measuring the right-of-use asset at the date of initial application.
The Group also elected to use the recognition exemptions for lease contracts that, at the commencement date,
contracts for
-

Nature of the effect of adoption of IFRS 16
A) Prior to adoption of IFRS 16:
Before the adoption of IFRS 16, the Group classified each of its leases (as lessee) at the inception date as
either a finance lease or an operating lease based on the substance of the arrangement at the inception date.
A lease was classified as a finance lease that transfer to the Group substantially all of the risks and benefits
incidental to ownership of the leased item, are capitalized at the commencement of the lease at the fair value
of the leased property or, if lower, at the present value of the minimum lease payments. Lease payments are
apportioned between finance charges and a reduction in the lease liability so as to achieve a constant rate of
interest on the remaining balance of the liability.
In an operating lease, the leased property was not capitalized and the lease payments were recognized as
operating expense in the consolidated statement of profit or loss on a straight-line basis over the lease term.
Any prepaid and accrued amounts were recognized under prepayments and other payables, respectively.
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4.

Significant Accounting policies - continued
Nature of the effect of adoption of IFRS 16 - continued
B) After adoption of IFRS 16:
Upon adoption of IFRS 16, the Group applied a single recognition and measurement approach for all leases
that it is the lessee, except for short-term leases and leases of low-value assets. The Group recognized lease
liabilities to make lease payments and right-of-use assets representing the right to use the underlying assets.
In accordance with the modified retrospective method of adoption, the Group applied IFRS 16 at the date of
initial application. Under modified retrospective approach right-of use assets were measured at the amount
equal to the lease liability, adjusted by the amount of any prepaid or accrued lease payments relating to that
lease recognized in the statement of financial position as at 31 December 2018. Accordingly, the comparative
information is not restated.

Impact on the consolidated financial statements
consolidated financial
statements:

Consolidated statement of profit or loss for the year ended 31 December 2019
Balances without
adoption of IFRS 16
SAR

Adjustments
SAR

As reported
SAR

Revenue
Cost of revenue
GROSS PROFIT

974,058,999
(692,024,841)
282,034,158

587,036
587,036

974,058,999
(691,437,805)
282,621,194

General and administrative expenses
Selling and marketing expenses
Other operating income
OPERATING PROFIT

(137,649,847)
(15,530,917)
16,952,412
145,805,806

146,756
733,792

(137,503,091)
(15,530,917)
16,952,412
146,539,598

Finance charges
NET PROFIT BEFORE ZAKAT

(36,080,275)
109,725,531

(999,050)
(265,258)

(37,079,325)
109,460,273

Zakat expense
NET PROFIT FOR THE YEAR

(16,460,602)
93,264,929

(265,258)

(16,460,602)
92,999,671

16

Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019
4.

Significant Accounting policies - continued
Impact on the consolidated financial statements - continued
Consolidated statement of financial position as at 31 December 2019
Balances without
adoption of
IFRS16
SAR

Adjustments
SAR

As reported
SAR

ASSETS
Non-current assets
1,738,721,572

Property and equipment
Right-of-use assets
Goodwill

-

31,450,120

Current assets
Inventories
Trade receivables
Prepayments and other debt balances
Amounts due from related parties
Contracts Assets
Cash and cash equivalents
TOTAL ASSETS

Share capital
Statutory reserve
Retained earnings
Non-current liabilities
loans
lease liabilities
Government grants
Current liabilities
Trade payables
Accrued expenses and other credit balances
Amounts due to related party
loans
Government grants
Dividends payable
Zakat payable
lease liabilities
Contracts liabilities
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1,738,721,572

-

31,450,120

23,454,305

1,770,171,692

23,454,305

1,793,625,997

49,018,443
559,597,418
45,800,246
917,132
14,666,845
75,639,567
745,639,651
2,515,811,343

(1,546,000)
(1,546,000)
21,908,305

49,018,443
559,597,418
44,254,246
917,132
14,666,845
75,639,567
744,093,651
2,537,719,648

1,200,000,000
51,138,685
315,257,408
1,566,396,093

(265,258)
(265,258)

1,200,000,000
51,138,685
314,992,150
1,566,130,835

429,551,022
59,871,135
144,358,206
633,780,363

-

429,551,022
59,871,135
13,149,588
144,358,206
646,929,951

55,215,359
69,962,426
18,900
144,640,065
7,613,597
287,735
16,619,782
21,277,023
315,634,887
949,415,250
2,515,811,343

TOTAL LIABILITIES

23,454,305

13,149,588

13,149,588

300,000
8,723,975
-

9,023,975
22,173,563
21,908,305

55,515,359
69,962,426
18,900
144,640,065
7,613,597
287,735
16,619,782
8,723,975
21,277,023
324,658,862
971,588,813
2,537,719,648
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4.

Significant Accounting policies - continued
Impact on the consolidated financial statements - continued
The change in accounting policy affected the following items in the consolidated statement of
financial position on 1 January 2019:
Right-of-use assets of SAR 32,189, 513 were recognized and presented separately in the statement
of financial position.
Lease liabilities of SAR 30,343,513 were recognized and presented separately in the statement of
financial position.
Prepayments of SAR 1,846,000 related to previous operating leases were reclassified to the right of
use assets.

Impact on the consolidated statement of financial position (increase / (decrease)) as at 1 January
2019:
Note

1 January 2019
SAR

(15)

32,189,513
(1,846,000)
30,343,513

Assets
Right-of-use assets
Prepayments

Liabilities
Lease liabilities

30,343,513
30,343,513

For the year ended 31 December 2019:
Depreciation expense increased by SAR 8,735,208 relating to the depreciation of right of use assets
recognized.
Rent expense decreased by SAR 9,469,000 relating to previous operating leases.
Finance charges increased by SAR 999,050 relating to the interest expense on additional lease
liabilities recognized.

Impact on the consolidated statement of profit or loss (increase / (decrease)) for the year ended 31
December 2019:
Note
Depreciation expense (included in cost of revenue and
general and administrative expenses)
Rent expense (included in cost of revenue and general and
administrative expenses) relating to previous operating lease
Operating profit
Finance charges
Profit for the year
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31 December
2019
SAR
(8,735,208)
9,469,000

(12)

733,792
(999,050)
(265,258)
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4.

Significant Accounting policies - continued
Impact on the consolidated financial statements - continued
Amounts recognized in the consolidated statement of financial position
As at 31 December 2019, the cost of right of use assets is SAR 32,189,513 and accumulated depreciation is SAR
8,735,208.
For the year ended 31 December 2019, the group has recognized finance charges of SAR 999,050 on lease liability
and total cash flow for leases is SAR 9,169,000.

Below are the new accounting policies of the Group after adoption of IFRS 16:
Leases
The Group assess whether a contract contains a lease, at inception of the contract. For all such lease
arrangements the Group recognize right of use assets and lease liabilities except for the short term leases and
leases of low value assets as follows:

Right-of-use assets
The Group recognizes right-of-use assets at the commencement date of the lease (i.e., the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any re-measurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognized, initial direct costs incurred, and lease payments made at
or before the commencement date less any lease incentives received. Unless the Group is reasonably certain
to obtain ownership of the leased asset at the end of the lease term, the recognized right-of-use assets are
depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term. Right-ofuse assets are subject to impairment.

Lease liabilities
At the commencement date of the lease, the Group recognizes lease liabilities measured at the present value
of lease payments to be made over the lease term. The lease payments include fixed payments (including insubstance fixed payments) less any lease incentives receivable, variable lease payments that depend on an
index or a rate, and amounts expected to be paid under residual value guarantees. The lease payments also
include the exercise price of a purchase option reasonably certain to be exercised by the Group and payments
of penalties for terminating a lease, if the lease term reflects the Group exercising the option to terminate.
The variable lease payments that do not depend on an index or a rate are recognized as expense in the period
on which the event or condition that triggers the payment occurs.
In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying amount of lease liabilities is re-measured if there is a
modification, a change in the lease term, a change in the in-substance fixed lease payments or a change in
the assessment to purchase the underlying asset.

Short-term leases and leases of low-value assets
The Group applies the short-term lease recognition exemption to its short-term leases (i.e., those leases that
have a lease term of 12 months or less from the commencement date and do not contain a purchase option).
It also applies the lease of low-value assets recognition exemption to leases of office equipment that are
considered of low value. Lease payments on short-term leases and leases of low-value assets are recognized
as expense on a straight-line basis over the lease term.
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Significant Accounting policies - continued
Below are the new accounting policies of the Group after adoption of IFRS 16:
Significant judgment in determining the lease term of contracts with renewal options
The Group determines the lease term as the non-cancellable term of the lease, together with any periods
covered by an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by
an option to terminate the lease, if it is reasonably certain not to be exercised.
The Group applies judgment in evaluating whether it is reasonably certain to exercise the option to renew.
That is, it considers all relevant factors that create an economic incentive for it to exercise the renewal. After
the commencement date, the Group reassesses the lease term if there is a significant event or change in
circumstances that is within its control and affects its ability to exercise (or not to exercise) the option to
renew (e.g., a change in business strategy).

4.4.2

IFRIC 23
applied where there is uncertainty over income tax treatments. The IFRS Interpretation Committee had
clarified
to accounting for uncertain income tax treatments. IFRIC 23 explains how to recognise and measure deferred
and current income tax assets and liabilities where there is uncertainty over a tax treatment.
An uncertain tax treatment is any tax treatment applied by an entity where there is uncertainty over whether
that treatment will be accepted by the tax authority. For example, a decision to claim a deduction for a specific
expense or not to include a specific item of income in a tax return is an uncertain tax treatment if its
acceptability is uncertain under tax law. IFRIC 23 applies to all aspects of income tax accounting where there
is an uncertainty regarding the treatment of an item, including taxable profit or loss, the tax bases of assets
and liabilities, tax losses and credits and tax rates.
The adoption of this clarification does not have any material impact on the financial statements during the
year.

4.5

Standards issued but not yet effective
Following are the new standards and amendments to standards which are effective for annual periods
beginning on or after 1 January 2020 and earlier application is permitted; however, the Group has not early
adopted them in preparing these Consolidated Financial Statements.

4.5.1

Amendments to IFRS 3

definition of a business

This amendment revises the definition of a business. According to feedback received by the IASB,
application of the current guidance is commonly thought to be too complex, and it results in too many
transactions qualifying as business combinations.
4.5.2

Amendments to IAS 1 and IAS 8 on the definition of material

1) Use a consistent definition of materiality throughout IFRSs and the Conceptual Framework for Financial
Reporting;
2) Clarify the explanation of the definition of material; and
3) Incorporate some of the guidance in IAS 1 about immaterial information.
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4.

Significant Accounting policies - continued

4.5

Standards issued but not yet effective - continued

4.5.3

Amendments to IFRS 9 and IFRS 7

Interest rate benchmark reform

These amendments provide certain reliefs in connection with interest rate benchmark reform. The reliefs
relate to hedge accounting and have the effect that IBOR reform should not generally, cause hedge accounting
to terminate. However, any hedge ineffectiveness should continue to be recorded in the consolidated
statement of profit or loss.

4.6

Annual Improvements to IFRSs 2015 2017 Cycle
These improvements are effective on or after 1 January 2019.
- IFRS 3, 'Business combinations', - a company remeasures its previously held interest in a joint operation
when it obtains control of the business.
- IFRS 11, 'Joint arrangements', - a company does not remeasure its previously held interest in a joint
operation when it obtains joint control of the business.
the same way.

a company accounts for all income tax consequences of dividend payments in

- IAS 23, ' Borrowing costs' - a company treats as part of general borrowings any borrowing originally
made to develop an asset when the asset is ready for its intended use or sale.

4.7

Revenue accounting policy
Revenue is measured based on the consideration specified in a contract with customer and excludes amount
collected on behalf of third parties. The Group recognizes revenue when it transfers control over a product
or service to a customer. The principles in IFRS 15 are applied using the following five steps:
Step 1: The Group accounts for a contract with a customer when:
The contract has been approved and the parties are committed;
Payment terms are defined;
The contract has commercial substance; and
Collection is probable.
Step 2: The Group identify all promised goods or services in a contract and determines whether to account
for each promised good or service as a separate performance obligation. A good or service is distinct and is
separated from other obligations in the contract if both:
The customer can benefit from the good or service separately or together with other resources that are
readily available to the customer; and
The good or service is separately identifiable from the other goods or services in the contract.
Step 3: The Group determine the transaction price, which is the amount of consideration it expects to be
entitled to in exchange for transferring promised goods or services to a customer.
Step 4: The transaction price in an arrangement is allocated to each separate performance obligation based
on the relative standalone selling price of the good or service being provided to the customer.
Step 5: Revenue is recognized when control of the goods or services is transferred to the customer. The
Group transfers a good or service when the customer obtains control of that good or service. A customer
obtains control of a good or service if it has the ability to direct the use of and receive the benefit from the
good or service.
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Significant Accounting policies - continued

4.7

Revenue accounting policy- continued
Revenue is measured at the fair value of the consideration received or receivable, taking into account
contractually defined terms of payment and excluding taxes or duty. The Group has concluded that it is the
principal in all of its revenue arrangements, has pricing latitude, and is also exposed to inventory and credit
risks.

Significant accounting judgments and estimates
The following is a description, accounting policies and significant judgments of the principal activities from
which the Group generates revenue.

(a) Medical services
Revenue from medical services primarily comprises fees charged for inpatient and outpatient hospitals
services. Services include charges for accommodation, medical professional services, equipment, radiology
and laboratory. These services are sold either separately or bundled together with the sale of pharmaceutical
products to a customer.
Under IFRS 15, the Group assessed that there is only one performance obligation in a contract for bundled
medical services, because the transferred services are not capable of being distinct.
Under IFRS 15, the Group concluded that revenue from bundled services will be recognized over time, using
the input method to measure progress towards complete satisfaction of the service similar to the previous
accounting policy.

(b) Pharmaceutical products
Revenue is recognized when control of the products has transferred, being when the products are delivered
to the customer. Delivery occurs when the products have been shipped to the specific location, the risks of
obsolescence and loss have been transferred to the customer.
In these contracts, the Group is primarily responsible for fulfilling the promise to provide the specified
pharmaceutical and other products. The Group bears inventory risk before the pharmaceutical and other
products has been transferred to the customer. In addition, the Group has discretion in establishing the price
for the pharmaceutical products. The Group bears credit risk on these transactions as it is obliged to pay the
supplier even if the customer defaults on a payment.

(c) Volume discounts
Revenue is often recognized with volume discounts based on aggregate sales over a 12 month period.
Revenue from these sales is recognized based on the price specified in the contract, net of the estimated
volume discounts. Accumulated experience is used to estimate and provide for the discounts, using the
expected value method, and revenue is only recognized to the extent that it is highly probable that a significant
reversal will not occur. A contract liability is recognized for expected volume discounts payable to customers
in relation to sales made until the end of the reporting period.

(d) Medical claims objections
The objections of medical claims are estimated from customers based on the Company's past experience and
are recognized against revenue earned during the year. These estimates are subsequently adjusted to the actual
settlement with the customers
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Significant Accounting policies - continued

4.8

Financial instruments accounting policy
The Group recognizes a financial asset or a financial liability in its statement of financial position when it
becomes a party to the contractual provisions of the instrument.
At initial recognition, the Group recognizes a financial instrument at its fair value plus or minus, in the case
of a financial instrument not at fair value through profit or loss, transaction costs that are directly attributable
to the acquisition or issue of the financial instrument.

Financial assets
IFRS 9 introduces new classification and measurement requirements for financial assets. IFRS 9 requires all
financial assets to be classified and subsequently measured at either amortized cost or fair value. The
classification depends on the business model for managing the financial asset and the contractual cash flow
characteristics of financial asset, determined at the time of initial recognition.
Financial assets are classified into the following specified categories under IFRS 9:
Debt instruments at amortized cost;
Debt instruments at fair value through other comprehensive income (FVOCI), with gains or losses
recycled to profit or loss on derecognition;
Equity instruments at FVOCI, with no recycling of gains or losses to profit or loss on derecognition;
and
Financial assets at fair value through profit and loss (FVPL).

Financial assets classified as amortized cost
Debt instruments that meet the following conditions are subsequently measured at amortized cost less
impairment loss (except for debt investments that are designated as at fair value through profit or loss on
initial recognition):
The asset is held within a business model whose objective is to hold assets in order to collect contractual
cash flows; and
The contractual terms of the instrument give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.
If a financial asset does not meet both of these conditions, it is measured at fair value.
The Group makes an assessment of a business model at portfolio level as this best reflects the way the
business is managed and information is provided to management. In making an assessment of whether an
asset is held within a business model whose objective is to hold assets in order to collect contractual
cash flows, the Group considers:
practice;
The risks that affect the performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed;
How management evaluates the performance of the portfolio;
The degree of frequency of any expected asset sales;
The reason for any asset sales; and
Whether assets that are sold are held for an extended period of time relative to their contractual maturity
or are sold shortly after acquisition or an extended time before maturity.

23

Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019
4.

Significant Accounting policies - continued

4.8

Financial instruments accounting policy - continued
Financial assets classified as amortized cost - continued
In assessing whether the contractual cash flows are solely payments of principal and interest, the Group will
consider the contractual terms of the instrument. This will include assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would not meet this condition.
Income is recognized on an effective interest basis for debt instruments measured subsequently at amortized
cost. Interest is recognized in the consolidated profit or loss statement.
Debt instruments that are subsequently measured at amortized cost are subject to impairment.

Financial assets designated as FVOCI with recycling
Debt instruments that meet the following conditions are subsequently measured at FVOCI:
The financial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets; and
The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.
For debt financial instruments measured at FVOCI, commission income and impairment losses or reversals
are recognized in the consolidated profit or loss statement and computed in the same manner as for financial
assets measured at amortized cost. All other changes in the carrying amount of these instruments are
recognized in the consolidated statement of comprehensive income and accumulated under the investment
revaluation reserve. When these instruments are derecognized, the cumulative gains or losses previously
recognized in other comprehensive income are reclassified to the consolidated statement of profit or loss.

Financial assets classified as FVPL
Investments in equity instruments are classified as at FVPL, unless the Group designates an investment that
is not held for trading as at FVOCI on initial recognition.
Debt instruments that do not meet the amortized cost of FVOCI criteria are measured at FVPL. In addition,
debt instruments that meet the amortized cost criteria but are designated as at FVPL to avoid accounting
mismatch are measured at fair value through profit or loss. A debt instrument may be designated as at FVPL
upon initial recognition if such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would arise from measuring assets or liabilities or recognizing the gains and losses on
them on different bases. The Group has not designated any debt instrument as FVPL since the date of initial
application of IFRS 9 (i.e. 1 January 2018).
Debt instruments are reclassified from amortized cost to FVPL when the business model is changed such that
the amortized cost criteria are no longer met. Reclassification of debt instruments that are designated as at
FVPL on initial recognition is not allowed.
Financial assets at FVPL are measured at fair value at the end of each reporting period, with any gains or
losses arising on re-measurement recognized in the consolidated statement of profit or loss.
Commission income on debt instruments as at FVPL is included in the consolidated statement of profit or loss.

Dividend income on investments in equity instruments at FVPL is recognized in consolidated statement of
receive the dividends is established in accordance with IFRS 15
Revenue from Contracts with Customers.
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4.8

Financial instruments accounting policy - continued
Investment in equity instruments designated as FVOCI
On initial recognition, the Group can make an irrevocable election (on an instrument-by-instrument basis) to
designate investments in equity instruments as at FVOCI. Designation as at FVOCI is not permitted if the
equity investment is held for trading.
A financial asset or financial liability is held for trading if:
It is acquired or incurred principally for the purpose of selling or repurchasing it in the near term;
On initial recognition it is part of a portfolio of identified financial instruments that are managed together
and for which there is evidence of a recent actual pattern of short-term profit-taking; or
It is a derivative (except for a derivative that is a financial guarantee contract or a designated and effective
hedging instrument).
Investments in equity instruments at FVOCI are initially measured at fair value plus transaction costs.
Subsequently, they are measured at fair value with gains and losses arising from changes in fair value
recognized in other comprehensive income and accumulated in other reserves. Gain and losses on such equity
instruments are never reclassified to consolidated statement of profit or loss and no impairment is recognized
in consolidated statement of profit or loss. Investment in unquoted equity instruments which were previously
accounted for at cost in accordance with IAS 39, are now measured at fair value. The cumulative gain or loss
will not be reclassified to consolidated statement of profit or loss on disposal of the investments.
Dividends on these investments are recognized in consolidated statement of profit or loss
right to receive the dividends is established in accordance with IFRS 15 Revenue from Contracts with
Customers, unless the dividends clearly represent a recovery of part of the cost of the investment.
Investment revaluation reserve includes the cumulative net change in fair value of equity investment
measured at FVOCI. When such equity instruments are derecognized, the related cumulative amount in the
fair value reserve is transferred to retained earnings.

Impairment of financial assets
The Group recognizes a loss allowance for expected credit losses (ECL) on debt instruments that are
measured at amortized cost or at FVOCI such as lease receivables, trade receivables, as well as on loan
commitments and financial guarantee contracts.
No impairment loss is recognized for investments in equity instruments. The amount of expected credit losses
reflects changes in credit risk since initial recognition of the respective financial instrument.
The Group applies the simplified approach to calculate impairment on trade receivables and this always
recognizes lifetime ECL on such exposures. ECL on these financial assets are estimated using a flow rare
to the debtors,
general economic conditions and an assessment of both the current as well as the forecast direction of
conditions at the reporting date, including time value of money where appropriate.
For all other financial instruments, the Group applies the general approach to calculate impairment. Lifetime
ECL is recognized when there has been a significant increase in credit risk since initial recognition and 12
month ECL is recognized the credit risk on the financial instrument has not increased significantly since
initial recognition. The assessment of whether credit risk of the financial instrument has increased
significantly since initial recognition is made through considering the change in risk of default occurring over
the remaining life of the financial instrument.
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4.8

Financial instruments accounting policy

continued

Measurement and recognition of expected credit losses
The measurement of expected credit losses is a function of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability
of default is based on historical data adjusted by forward-looking information as described above. As for the
reporting date. Exposure at default for off balance sheet items is arrived at by applying a credit conversion
factor to the undrawn portion of the exposure.
Where lifetime ECL is measured on a collective basis to cater for cases where evidence of significant
increases in credit risk at the individual instrument level may not yet be available, the financial instruments
are grouped on the following basis:
Natu
and amounts due from customers are each assessed as a separate group. Loans to related parties are
assessed for expected credit losses on an individual basis);
Past-due status;
Nature, size and industry of debtors; and
External credit ratings where available.
The Group recognizes an impairment gain or loss in the consolidated statement of profit or loss for all
financial instruments with a corresponding adjustment to their carrying amount through a loss allowance
account, except for investments in debt instruments that are measured at FVOCI, for which the loss allowance
is recognized in other comprehensive income and accumulated in the investment revaluation reserve, and
does not reduce the carrying amount of the financial asset in the consolidated statement of financial position.

Derecognition of financial assets
The Group derecognizes a financial asset only when the contractual rights to the cash flows from the asset
expire; or it transfers the financial asset or substantially all the risk and rewards of ownership to another
entity. If the Group neither transfer nor retains substantially all the risks and reward of ownership and
continues to control the transferred asset, the Group recognizes its retained interest in the asset and associated
liability for amounts it may have to pay. If the Group retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group continues to recognize the financial asset and also
recognizes a collateralized borrowing for the proceeds received.

Financial liabilities
Financial liabilities carried at amortized cost have been classified and measured at amortized cost using the
effective yield method.
For financial liabilities that are designated as at FVPL, the amount of change in the fair value of the financial
liability that is attributable to changes in the credit risk of that liability is recognized in other comprehensive
income would create or enlarge an accounting mismatch in consolidated statement of profit or loss. Changes
consolidated
statement of profit or loss.
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4.8

Financial instruments accounting policy
Financial liabilities

continued

continued

The liability credit reserve includes the cumulative changes in the fair value of the financial liabilities
designated as at fair value through profit or loss that are attributable to changes in the credit risk of these
liabilities and which would not create or enlarge accounting mismatch in consolidated statement of profit or
loss. Amount presented in liability credit reserve are not subsequently transferred to consolidated statement
of profit or loss. When such investments are derecognized, the related cumulative amount in the liability
credit reserve is transferred to retained earnings. Since the date of initial application of IFRS 9 (i.e. 1 January
2018), the Group has also not designated any financial liability as at FVPL.

Derecognition of financial liabilities
cancelled or they expire.

4.9

Cost of Revenue
Cost of Revenue represents expenses directly related to the generation of revenue, including but not limited
to salaries and benefits, materials and supplies, utilities and other direct costs.

4.10

General and Administrative expenses
General and Administrative expenses include indirect costs not specifically part of cost of revenue.
Allocations between general and administrative expenses and cost of revenue, when required, are made on a
consistent basis.

4.11

Foreign currencies
Transactions in foreign currencies are initially recorded by the Group at their market exchange rate against
the functional currency at the date the transaction first qualifies for recognition.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency
spot rate of exchange ruling at the reporting date.
Differences arising on settlement or translation of monetary items are recognized in consolidated statement
net investment of a foreign operation. These are recognized in OCI until the net investment is disposed of, at
which time, the cumulative amount is classified to consolidated statement of profit or loss. Tax charges and
credits attributable to exchange differences on those monetary items are also recorded in OCI.
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4.12

Government grants
Government grants are recognized where there is reasonable assurance that the grant will be received and all
attached conditions will be complied with. When the grant relates to an expense item, it is recognized as
income on a systematic basis over the periods that the costs, which it is intended to compensate, are expensed.
Where the grant relates to an asset, it is recognized as income in equal amounts over the expected useful life
of the related asset.
The Group has received interest free loans from Ministry of Finance with a condition to use the proceeds
only for the purpose of construction of the hospital buildings. The difference between the initial carrying
value of the loan (its fair value) and the proceeds received is treated as a government grant. The grant income
is deferred and subsequently released in the consolidated statement of profit or loss for the same period as
the depreciation of the relevant asset.

4.13

Property and equipment
Property and equipment are stated at cost less accumulated depreciation and any impairment in value. Such
cost includes the cost of replacing parts of the property and equipment and borrowing costs for long-term
construction projects if the recognition criteria are met.
Depreciation is calculated on all property and equipment other than land and capital work in progress, at the
following rates calculated to write off the cost of each asset on a straight line basis over its expected useful
life:
Building
Equipment and tools
Furniture, fixtures and office equipment
Vehicles

33 years.
10 to 20 years.
4 to 10 years.
4 years.

When significant parts of property and equipment are required to be replaced at intervals, the Group
recognizes such parts as individual assets with specific useful lives and depreciates them accordingly.
Capital work in progress is stated at cost and is not depreciated. When commissioned, capital work in progress
is transferred to the appropriate property and equipment asset category and depreciated in accordance with
the Group
The carrying value of property and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any such indication exists and where
the carrying value exceed the estimated recoverable amount, the assets are written down to their recoverable
amount.
When a major inspection is performed, its cost is recognized in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. Other subsequent expenditure is
capitalized only when it increases future economic benefits of the related item of property and equipment.
All other expenditure is recognized in the consolidated statement of profit or loss as the expense is incurred.
An item of property and equipment is de-recognized upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on de-recognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in the
consolidated statement of profit or loss under other operating income when the asset is de-recognized.
The expected useful lives and residual values of property and equipment are reviewed annually and adjusted
prospectively as appropriate. The review of the asset lives and residual values of properties takes into
consideration the plans of the business and levels of expenditure incurred on an ongoing basis to maintain
the properties in a fit and proper state for their ongoing use and the forecast timing of disposal.
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4.14

Goodwill
Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of
the business less accumulated impairment losses, if any.
For the purposes of impairment testing,
-generating units
(or groups of cash-generating units) that is expected to benefit from the synergies of the combination.
A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is an indication that the unit may be impaired. If the recoverable amount of the cashgenerating unit is less than its carrying amount, the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata based on the
carrying amount of each asset in the unit. Any impairment loss for goodwill is recognized directly in
consolidated statement of profit or loss. An impairment loss recognized for goodwill is not reversed in
subsequent periods.
On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

4.15

Impairment of non-financial assets
The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If
any indication exists, or when annual impairment testing for an asset is required, the Group estimates the
less costs of disposal and its value in use. It is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets.
Where the carrying amount of an asset or cash generating unit (CGU) exceeds its recoverable amount, the
asset is considered impaired and is written down to its recoverable amount.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pretax discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset. In determining fair value less costs of disposal, recent market transactions are taken into account.
If no such transactions can be identified, an appropriate valuation model is used. These calculations are
corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available
fair value indicators.
Impairment losses of continuing operations are recognized in the consolidated statement of profit or loss in
those expense categories consistent with the function of the impaired asset, except for a property previously
revalued where the revaluation was taken to OCI. In this case, the impairment is also recognized in OCI up
to the amount of any previous revaluation.
For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previously recognized impairment losses may no longer exist or may have decreased. If such
indication exists, the Group
recoverable amount. A previously recognized
impairment loss is reversed only if there has be
recoverable amount since the last impairment loss was recognized. The reversal is limited so that the carrying
amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would have
been determined, net of depreciation, had no impairment loss been recognized for the asset in prior years.
Such reversal is recognized in the consolidated statement of profit or loss unless the asset is carried at a
revalued amount, in which case the reversal is treated as a revaluation increase.
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4.16

Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time, that is more than one year, to get ready for their
intended use, are added to the cost of those assets, until such time as the assets are substantially ready for
their intended use. No borrowing costs are capitalized during idle periods.
To the extent that variable rate borrowings are used to finance a qualifying asset and are hedged in an effective
cash flow hedge of interest rate risk, the effective portion of the derivative is recognized in consolidated
statement of other comprehensive income and released to consolidated statement of profit or loss when the
qualifying asset impacts profit or loss. To the extent that fixed rate borrowings are used to finance a qualifying
asset and are hedged in an effective fair value hedge of interest rate risk, the capitalized borrowing costs
reflect the hedged interest rate.
Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalization.
All other borrowing costs are recognized in consolidated statement of profit or loss in the period in which
they are incurred.

4.17

Inventories
Inventories are measured at the lower of cost and net realizable value. Costs incurred in bringing each product
to its present location and condition are determined on a weighted average basis. Net realizable value is based
on estimated selling price less any further costs expected to be incurred to disposal.

Rebates from Suppliers
The Pharmacy segment receives rebates in the ordinary course of business from a number of its suppliers of
pharmaceutical products, in accordance with contractual arrangements in place with specific suppliers.
Rebates are accounted for once approval has been received from the supplier following the negotiations
which have taken place with them. Rebates receivable are accounted for as a deduction from the cost of
purchasing pharmaceutical products, once the rebate has been approved by the supplier. When rebates have
been agreed in advance, for example when it has been agreed that a certain rebate will be applied to the
purchase of specific goods for a set period of time rather than just to a specific one off purchase, then the
rebate is recognized as a reduction in the purchase price as soon as the goods are purchased. When rebates
are offered based upon the volume purchased and it is probable that the rebate will be earned and the amount
can be estimated reliably, then the discount is recognized as a reduction in the purchase price when the goods
are purchased and the assessment is reviewed on an ongoing basis. Rebates receivable are accounted for on
a net basis, being set off against the accounts payables to which they relate, as they are a reduction in the
amount owed to suppliers in respect of pharmaceutical products purchased.

4.18

Cash and cash equivalents
Cash and cash equivalents in the consolidated statement of financial position comprise cash at banks and on
hand and short-term deposits with a maturity of three months or less, which are subject to an insignificant
risk of changes in value.
For the purpose of preparing the consolidated financial statements, cash flows, cash and cash equivalents
consist of cash in hand and at banks and other short-term liquid investments, if any, with original maturities
of 3 months or less from purchase date.
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4.19

Provisions
Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where the Group expects
some or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is
recognized as a separate asset but only when the reimbursement is virtually certain. The expense relating to
a provision is presented in the consolidated statement of profit or loss net of any reimbursement.

4.20
The Group operates a defined benefit plan for employees in accordance with Saudi Labor Law as defined by
the conditions stated in the laws of the Kingdom of Saudi Arabia. The cost of providing the benefits under
the defined benefit plan is determined using the projected unit credit method.
Re-measurements for actuarial gains and losses are recognized immediately in the consolidated statement of
financial position with a corresponding credit to retained earnings through other comprehensive income in
the period in which they occur. Re-measurements are not reclassified to profit or loss in subsequent periods.
Net special commission income is calculated by applying the discount rate to the net defined benefit liability.
The Group recognizes the following changes in the net defined benefit obligation in the consolidated
statement of profit or loss:
Service costs comprising current service costs, past service costs, gains and losses on curtailments
and non-routine settlements (under general and administrative expenses)
Net special commission expense or income (under finance charges)

4.21

Zakat
The Group is subject to Zakat in accordance with the regulations of the General Authority of Zakat and Tax
difference in the estimations is recorded when the final assessment is approved at which time the provision
is adjusted. On the finalization of Zakat assessment, additional Zakat due will be accounted for in the year in
which the assessment is finalized.

31

Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019
5.

Significant accounting judgments, estimates, and assumptions
The preparation of the Group consolidated financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
the accompanying disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the asset or liability affected in future periods.
The key assumptions are continually evaluated and they are based on past experience and other factors,
including expectations of future events that are relevant to the circumstances. The Group based its
assumptions and estimates on parameters available when the consolidated financial statements were
prepared. Existing circumstances and assumptions about future developments, however, may change due to
market changes or circumstances arising beyond the control of the Group. Such changes are reflected in the
assumptions when they occur.

Defined benefit plans
The cost of defined benefit post-employment benefits and the present value of the related obligation are
determined using actuarial valuations. An actuarial valuation involves making various assumptions which
may differ from actual developments in the future. These include the determination of the discount rate,
future salary increases and mortality rates. Due to the complexity of the valuation, the underlying assumptions
and its long-term nature, a defined benefit obligation is highly sensitive to changes in these assumptions. All
assumptions are reviewed at each reporting date.
The parameter most subject to change is the discount rate. In determining the appropriate discount rate,
management considers the interest rates of corporate bonds in currencies consistent with the currencies of
the postacknowledged rating agency, and extrapolated as needed along the yield curve to correspond with the
expected term of the defined benefit obligation. The underlying bonds are further reviewed for quality. Those
having excessive credit spreads are removed from the analysis of bonds on which the discount rate is based,
on the basis that they do not represent high quality bonds.
The mortality rate is based on publicly available mortality tables for the specific countries. Those mortality
tables tend to change only at intervals in response to demographic changes. Future salary increases are based
on expected future inflation rates for the respective countries.

Impairment of non-financial assets
An impairment exists when the carrying value of an asset or CGU exceeds its recoverable amount, which is
the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal
calculation is based on available data
assets or observable market prices less incremental costs for disposing of the asset. The value in use
calculation is based on a DCF model. The cash flows are derived from the budget for the last five years and
do not include restructuring activities that the Group is not yet committed to or significant future investments
The recoverable amount is most sensitive to the discount rate used for the DCF model as well as the expected
future cash-inflows and the growth rate used for extrapolation purposes.
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Provision of expected credit loss
The expected credit loss provision is determined by reference to a combination of factors to ensure that
financial assets are not overpriced due to the probability that they will not be collected, including their quality,
age, credit rating and collateral. Economic data and indicators are also taken into account.

The Group depend on the estimation of expected objections to its past experience with each individual client.
To anticipate these objections, the Group measures the extent to which customers accept the medical services
and pharmaceuticals products provided and uses assumptions based on the latest objections to claims and
direct negotiations with customers as well as reliance on data available in the market and in similar
companies.

Provision of slow moving inventory
Inventories are stated at the lower of cost and net realizable value. Adjustments are made to reduce the cost
of inventories to net recoverable amount, if necessary.
Influencing factors includes changes in inventory demand, technological changes, deterioration of quality
and other quality matters. Accordingly, the Group considers these factors and takes them into account to
calculate the provision of idle stock and slow movement. Any adjustments that may result from the difference
in these factors are periodically reviewed.

33

Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019
6.

Segment information
The Group's operations consist mainly of the medical services and pharmaceuticals products segment.
The following are selected financial information as at 31 December 2019 and 2018 by business segment:
- Medical Services segment: Fees for inpatient and outpatient services.
- Pharmaceuticals products segment.
Medical Services
31 Dec

Pharmaceuticals Products

Total

2019

2018

2019

2018

2019

2018

SAR

SAR

SAR

SAR

SAR

SAR

Revenue

624,882,086

580,130,362

349,176,913

313,466,373

974,058,999

893,596,735

Gross Profit

173,871,379

145,163,863

108,749,815

105,196,789

282,621,194

250,360,652

Depreciation

100,305,581

85,951,080

2,104,953

2,482,085

102,410,534

88,433,165

33,143,670

21,347,752

59,856,001

68,466,621

92,999,671

89,814,373

Net profit

Medical Services
31 Dec

Total Assets
Total Liabilities

7.

Pharmaceuticals Products

Total

2019

2018

2019

2018

2019

2018

SAR

SAR

SAR

SAR

SAR

SAR

2,267,968,222

2,252,713,645

269,751,426

231,478,137

2,537,719,648

2,484,191,782

944.214.036

978,237,753

27,374,777

27,355,976

971,588,813

1,005,593,729

Revenue

Medical services revenue
Pharmaceuticals sale revenue

2019
SAR
624,882,086
349,176,913
974,058,999

2018
SAR
580,130,362
313,466,373
893,596,735

589,791,621
384,267,378
974,058,999

518,496,420
375,100,315
893,596,735

Timing of revenue recognition:
Products and services transferred at a point in time
Products and services transferred over time
7
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Revenue - continued
Contracts balances

Contracts assets

Balance at 1 January
Transferred from trade receivables at January 1, 2018
Contracts assets generated during the year
Transferred from contracts assets to trade receivables
Balance at 31 December

2019
SAR
7,260,696
102,700,915
(95,294,766)
14,666,845

2018
SAR
340,087
82,400,327
(75,479,718)
7,260,696

Contracts liabilities
2019
SAR
3,707,730
35,160,180
(17,590,887)
21,277,023

Balance at 1 January
Contracts liabilities generated during the year
Used from contracts liabilities
Balance at 31 December

8.

12,223,438
(8,515,708)
3,707,730

Cost of revenue
Note
Salaries and other benefits
Medical and pharma consumables
Depreciation
Utilities
Repairs and maintenance
Rents
Others

9.

2018
SAR

(14)

2019
SAR
259,329,142
317,453,770
81,758,510
19,685,692
8,437,574
1,432,658
3,340,459
691,437,805

2018
SAR
267,089,266
265,387,138
70,738,497
19,593,423
9,957,828
5,993,917
4,476,014
643,236,083

General and administrative expenses
Note
Salaries and other benefits
Depreciation
Repairs and maintenance
ECL
Provision for doubtful prepayments and
other debt balances
Fees, licenses and accreditation
Fuel
Professional services
Rents
Donation
Other

(14)
(18)
(19)
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2019
SAR

2018
SAR

71,995,382
20,652,024
16,397,809
9,157,145
4,856,516

68,525,380
17,694,668
13,222,419
521,945
-

3,504,487
1,315,915
932,076
485,708
174,878
8,031,151
137,503,091

3,194,313
1,359,929
370,476
2,560,857
463,500
5,416,880
113,330,367
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10.

Selling and marketing expenses

Salaries and other benefits
Collection service expenses
Training and business development
Other

11.

Government grants released
Human Resources Support Fund
Rental income
Other income

(27)

5,324,090
3,651,915
4,588,750
1,966,162
15,530,917

3,433,633
2,229,557
2,717,974
1,378,311
9,759,475

2019
SAR

2018
SAR

7,613,596
6,601,550
1,298,096
1,439,170
16,952,412

6,591,330
1,879,267
714,205
1,683,703
10,868,505

Finance charges
Note

Special commission cost on defined benefit plan
Lease contract liabilities finance charges

13.

2018
SAR

Other operating income
Note

12.

2019
SAR

(4.4)

2019
SAR
22,078,571
11,472,501
2,529,203
999,050
37,079,325

2018
SAR
20,115,560
10,947,328
2,353,335
33,416,223

Earnings per share
Basic earnings per share (EPS) is calculated by dividing the profit for the year attributable to ordinary
shareholders by the weighted average number of ordinary shares outstanding during the year. Diluted
earnings per share is the same as the regular or basic earnings per share as the Group does not have any
convertible securities or diluted instruments to exercise.
The following table reflects the profit and share data used in the basic and diluted EPS computations:
2019
2018
SAR
SAR
Net profit for the year
Weighted average number of ordinary shares
Basic and diluted earnings per share

92,999,671
120,000,000
0.77
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89,814,373
120,000,000
0.75

Property and equipment

At 31 December 2019

-

Subsidiaries accumulated depreciation

Charge for the year

At 31 December 2018

Charge for the year

At 31 December 2019

287,931,841
262,396,467

At 31 December 2019

At 31 December 2018

Net book value:

-

At 1 January 2018

Accumulated Depreciation:

25,535,374
287,931,841

Additions

-

Transfers
262,396,467

-

Additions

At 31 December 2018

-

262,396,467

Land

Subsidiaries assets acquired

At 1 January 2018

Cost:

14.

For the year ended 31 December 2019

1,084,106,122

1,053,787,753

265,962,430

39,409,349

226,553,081

36,859,255

-

189,693,826

1,319,750,183

9,090,980

1,310,659,203

604,076,977

-

-

706,582,226

Buildings

37

370,537,414

334,299,557

237,348,578

41,718,166

195,630,412

39,718,295

-

155,912,117

571,648,135

5,480,309

566,167,826

203,904,089

9,425,806

-

352,837,931

Equipment
and tools
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63,261,858

53,556,687

79,318,210

11,681,654

67,636,556

11,084,620

467,332

56,084,604

132,874,897

1,976,483

130,898,414

32,973,044

6,175,909

471,240

91,278,221

Furniture,
fixtures and
office
equipment

2,033,088

1,699,274

6,352,208

866,157

5,486,051

770,995

149,315

4,565,741

8,051,482

532,343

7,519,139

936,000

1,199,440

149,316

5,234,383

Vehicles

4,994,185

7,446,460

-

-

-

-

-

-

7,446,460

2,452,275

4,994,185

(841,890,110)

61,211,495

-

785,672,800

Construction
in progress

1,787,329,134

1,738,721,572

588,981,426

93,675,326

495,306,100

88,433,165

616,647

406,256,288

2,327,702,998

45,067,764

2,282,635,234

-

78,012,650

620,556

2,204,002,028

Total
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14.

Property and equipment - continued
Land and buildings
Land and buildings illustrated above basically include a part of lands with a value of SAR 152.5 million and
a part of buildings with a value of SAR 1,097.4 million pledged as a collateral for a long-term loans from the
Ministry of Finance to fund part of the construction of the new hospital in Al-Suwaidi area and its housing
compound in addition to the construction of the new hospital in Al-Nuzha area. (Note 28-1).

Construction in progress
The Group started the construction of Nuzha hospital project in 2012. This project was completed in February
2018. The carrying amount of the hospital project, including the land of the project, at 31 December 2019
was SAR 832 million (31 December 2018: SAR 868 million). The project was transferred from construction
in progress to property and equipment
upon opening the hospital in Feb 2018.
Ministry of Finance and loans from local commercial banks. No borrowing costs capitalized during the year
ended 31 December 2019 (31 December 2019: Null).
In the opinion of management, there has been no impairment in the carrying value of the Group
and equipment as at 31 December 2019 (31 December 2018: Null).
The allocation of depreciation expense of property and equipment and the right-of-use assets between cost
of revenue and general and administrative expenses is as follows:
Note
Depreciation expense of property and equipment
Depreciation expense of right-of-use assets
31 December

(15)

Note
Cost of revenue
General and administrative expenses
31 December

(8)
(9)
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2019
SAR
93,675,326
8,735,208
102,410,534

2019
SAR
81,758,510
20,652,024
102,410,534

2018
SAR
88,433,165
88,433,165

2018
SAR
70,738,497
17,694,668
88,433,165
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15.

Right-of-use assets
Right of use assets represent leased residential buildings. The cost and related accumulated depreciation are
presented below:
2019
2018
Note
SAR
SAR
Cost
Balance at 1 January
Additions during the year
Balance at 31 December

(4.4)

Accumulated Depreciation
Balance at 1 January
Additions during the year
Balance at 31 December
Net book value

(4.4)

32,189,513
32,189,513

-

8,735,208
8,735,208
23,454,305

-

Lease liabilities as at the year-end are as follows:
2019
SAR
Current portion
Non-current portion

2018
SAR

8,723,975
13,149,588
21,873,563

-

The group recognized finance charges SAR 999,050 on lease liabilities during the year ended 31 December
2019 (31 December 2018: Null). (Note 12)
Rent expenses related to short-term leases and low-value assets amounted to SAR 2,998,854 and none
respectively.

16.

Goodwill
A) Carrying value of goodwill
Note
Cost
Balance at 1 January
Acquisition through business combinations
Balance at 31 December
Accumulated impairment losses
Balance at 1 January
Impairment losses
Balance at 31 December
Net book value

(33.C)
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2019
SAR

2018
SAR

31,450,120
31,450,120

31,450,120
31,450,120

31,450,120

31,450,120
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16.

Goodwill - continued
B) Impairment test:
The recoverable amount of the Medical Support Services Company Limited was based on fair value less
costs of disposal, estimated using discounted cash flows. The fair value measurement was categorized as a
Level 3 fair value based on the inputs in the valuation technique used.
The values assigned to the key
relevant healthcare activity and have additionally been based on historical data from both external and
internal sources.

2019
13.1%
3%
(25,7%)

Discount rate
Terminal value growth rate
Budgeted EBITDA growth rate
(average of next five years)

2018
16%
3%
(14%)

The discount rate was estimated based on the historical industry weighted average cost of capital, with a
possible debt leveraging of 30% at interest rate of 7%.
The cash flow projections included specific estimates for five years and a terminal growth rate thereafter with
a specific growth for the years 2020 and 2021, respectively, due to the awarded government contract. The
terminal
the last 30 years.
The estimated recoverable amount of the Medical Support Services Company Limited exceeded its carrying
amount by approximately Saudi Riyal 137.1 million, therefore there is no impairment in the carrying amount
of the goodwill.

17.

Inventories

Pharmaceuticals and cosmetics
Medical tools and consumables
Non-medical tools and supplies
Spare parts and consumables not for sale
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2019
SAR

2018
SAR

21,043,476
24,813,494
2,512,216
649,257
49,018,443

29,195,120
19,969,033
1,913,554
222,090
51,299,797
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18.

Trade receivables
2019
SAR
590,149,160
(30,551,742)
559,597,418

Trade receivables billed
Provision for doubtful debts

Total
SAR

Neither past
due nor
impaired
SAR

30 - 60 days
SAR

61 - 90 days
SAR

2018
SAR
499,178,622
(21,531,756)
477,646,866

91 - 360 days
SAR

More than
360 days
SAR

31 December 2019

590,149,160

121,250,190

42,003,681

45,444,873

238,569,766

142,880,650

31 December 2018

499,178,622

80,791,823

54,817,388

52,320,551

216,416,667

94,832,193

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable. It is not the
practice of the Group to obtain collateral over receivables and they are therefore unsecured.
A majority of the receivables that are past due but not impaired are from government-linked entities which
are inherently slow payers due to their long invoice acceptance and approval of payment procedures.
Payments continue to be received from these customers and accordingly the risk of non-recoverability is
considered to be low.
As at 31 December 2019, approximately 96.2% of the Group trade receivables balance was due from
various governmental and insurance entities (31 December 2018: 96.1%).
The Group
-90 days depending on the type of
customer, which is in line with healthcare industry. Due to short credit period offered to customers, a
significant amount of trade receivables is neither past due nor impaired.
The summary for the movement of provision for expected credit losses is as follows:
2019
SAR
1 January
Impact of IFRS 15 on 1 Jan 2018
Impact of IFRS 9 on 1 Jan 2018
Additions during the year
Transferred provision from subsidiaries
Written off bad debts during the year
31 December

21,531,756
9,157,145
(137,159)
30,551,742

41

2018
SAR
34,839,047
(15,450,305)
1,534,069
521,945
87,000
21,531,756
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19.

Prepayments and other debt balances

Advances to suppliers
Advances to employees
Margin of L/G and L/C
Prepaid rents, medical insurance and visa
Recoverable deposits
Other
Provision for doubtful prepayments and other debt
balances

2019
SAR

2018
SAR

38,660,671
3,750,378
2,189,718
1,936,497
118,795
107,324
46,763,383
(2,509,137)

66,932,270
3,011,487
7,225,431
7,078,152
118,795
88,363
84,454,498
-

44,254,246

84,454,498

The summary for the movement of provision for doubtful prepayments and other debt balances is as follows:
2019
SAR
1 January
Additions during the year
Written off bad debts during the year
31 December

20.

2018
SAR

4,856,516
(2,347,379)
2,509,137

-

Related party transactions and balances
The Group in the normal course of business carries on business with other enterprises and individuals that
fall within the definition of a related party contained in IFRS. These transactions are carried out in normal
course of the business and are measured at exchange amounts, being the amounts agreed by both parties. The
transactions
balances at the year-end are unsecured, interest free and to be settled in cash. There have been no guarantees
provided or received for any related party receivables or payables. For the year ended 31 December 2019,
the Group has not recorded any impairment of receivables relating to amounts owed by related parties (2018:
Null). This assessment is undertaken each financial year by examining the financial position of the related
party and the market in which the related party operates.
During the ordinary course of business, the Group engaged in several significant transactions with related
parties (i.e., major shareholders of the Group) as illustrated below:

Completed works for capital work in progress from a
construction company owned by a shareholder
Compensation to key management personnel
Purchases from a company owned by a shareholder
Rental expense paid to relatives of shareholders
Clinical services rendered to shareholders
Rental expense paid to shareholders
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2019
SAR

2018
SAR

10,839,442
367,915
630,000
673,925
8,239,000

52,384,624
9,970,283
571,903
630,000
544,798
8,239,000
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20.

Related party transactions and balances - continued
Significant year-end balances from transactions with related parties are as follows:
2019
SAR

2018
SAR

Main shareholders
Key management personnel

885,452

887,533

31,680

-

Amounts due from related party

917,132

887,533

The amounts due from related parties represent health care services provided to those related parties.
Accordingly, the amounts due from related parties are generated in the course of ordinary business that is not
considered financing by the company to shareholders.
2019
SAR
Main shareholders
Amounts due to related party

21.

18,900

-

18,900

-

Cash and cash equivalents
2019
SAR
Cash in hand
Cash at banks

22.

2018
SAR

574,805
75,064,762
75,639,567

2018
SAR
553,273
43,309,865
43,863,138

Share capital
Share capital of the Company is SAR 1,200,000,000 consists of 120,000,000 fully paid ordinary shares with
a par value of SAR 10 (2017: SAR 1,200,000,000).

23.

Statutory reserve
-Laws, 10% of the annual net
profit is required to be transferred to a statutory reserve until its reserve equals 30% of the capital. This
statutory reserve is not available for distribution to shareholders currently. During the year ended December
31, 2019 an amount of SAR 9,299,967, (31 December 2018: SAR 8,981,437), was transferred to the statutory
reserve in accordance with Article No. 98 of Saudi Regulations for Companies.
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24.

Trade payable
2019
SAR
Medicines and medical supplies vendors
Admin and non-medical supplies vendors
Others

25.

49,247,941
2,239,566
4,027,852
55,515,359

37,350,234
4,141,018
4,970,766
46,462,018

Accrued expenses and other credit balances
2019
SAR
Retentions
Accrued expenses
Others

26.

2018
SAR

Employees

30,076,640
37,299,723
2,586,063
69,962,426

2018
SAR
47,264,602
14,996,569
2,378,589
64,639,760

ermination Benefits

The following tables summarize the components of end of service benefits recognized in the consolidated
statement of profit or loss and amounts recognized in the consolidated statement of comprehensive income
and consolidated statement of financial position:

(a)

Amount recognized in the consolidated statement of financial position

Present value of defined benefit obligation

(b)

2019
SAR

2018
SAR

59,871,135

56,204,516

Benefit expense (recognized in consolidated statement of profit or loss)
2019
SAR
11,529,708
2,529,203
14,058,911

Current service cost
Special commission cost
Benefit expense
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2018
SAR
13,758,817
2,353,335
16,112,152
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26.
(c)

- continued
Movement in the present value of defined benefit obligation
2019
SAR

Present value of defined benefit obligation at beginning of the year
Transferred from subsidiaries
Charge recognized in consolidated statement of profit or loss:
Current service cost
Special commission cost
Actuarial loss (Gain) on defined benefit plan recognized in the
consolidated statement of comprehensive income
Benefits paid during the year
Present value of defined benefit obligation at end of the year

(d)

56,204,516
-

50,100,456
811,952

11,529,708
2,529,203
5,466,889

13,758,817
2,353,335
(3,225,038)

(15,859,181)
59,871,135

(7,595,006)
56,204,516

Principal actuarial assumptions

Discount rate
Salary increase rate
Retirement age

(e)

2018
SAR

2019
SAR

2018
SAR

3.1 %
3%
60 years

4.5 %
3%
60 years

Projected future end of service benefits payments

Below table provides the projected undiscounted end of service benefits liability outgoes for the next five years:

Year

SAR

2020
2021
2022
2023
2024

10,949,215
10,537,042
10,434,211
7,930,365
6,643,969
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26.
(f)

- continued
Sensitivity Analysis

The table below shows the effect of the change in one of the actuarial assumptions, with the rest of the assumptions
being unchanged, at the reporting date:

As of 31 December 2019
SAR
Present value of defined benefit obligation as
at end of the year

Change %

59,871,135

As of 31 December 2018
SAR

Change %

56,204,516

Discount rate base
+ 1%
- 1%

55,703,146
64,754,698

(7.0%)
8.2%

50,552,145
63,008,157

(10.1%)
12.1%

Salary increase rate base
+ 1%
- 1%

65,018,887
55,391,380

8.6%
(7.5%)

63,319,625
50,203,558

12.7%
(10.7%)

Withdrawal rate
110% of base
90% of base

59,467,979
60,308,374

(0.7%)
0.7%

56,120,233
56,279,668

(0.1%)
0.1%

Mortality rate
110% of base
90% of base

59,860,772
59,881,529

0.0%
0.0%

56,214,969
56,194,706

0.0%
0.0%

The above analysis provide an estimate of the sensitivity of the actuarial assumptions used, despite that it does not
take into account the expected future cash payments from the end of service benefits plan.
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27.

Government grants

At 1 January
Received during the year
Government grants released
At 31 December

Current
Non-current

2019
SAR

2018
SAR

159,585,400
(7,613,597)
151,971,803

159,734,894
6,441,836
(6,591,330)
159,585,400

2019
SAR

2018
SAR

7,613,597
144,358,306
151,971,803

7,613,597
151,971,803
159,585,400

On September 2013, the Group obtained a free interest loan from the Ministry of Finance to fund the
construction of the new hospital in Al-Suwaidi area and the purchase of the indispensable medical and
non-medical equipment. Later, on January 2015 the Group also obtained another free interest loan from
the Ministry of Finance to fund building of the housing compound related to Al-Suwaidi Hospital. The
conditions and contingencies attached to these grants has been met. Al-Suwaidi hospital has started
operations in Aug 2015.
On July 2015, the Group obtained a free interest loan from the Ministry of Finance to fund the
construction of the new hospital in Al Nuzha area and the purchase of the indispensable medical and
non-medical equipment. The conditions and contingencies attached to these grants has been met. The
new hospital has started operations in Feb 2018.

28.

Long-term loans
2019
SAR

Current portion
Loans from Ministry of Finance
Loans from commercial banks

2018
SAR

18,714,240
125,925,825
144,640,065

8,832,250
88,345,500
97,177,750

Loans from Ministry of Finance
Loans from commercial banks

204,551,022
225,000,000
429,551,022

211,792,762
350,824,777
562,617,539

Total

574,191,087

659,795,289

Non-current portion
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28.

Long-term loans - continued

28.1

Loans from Ministry of finance
On 11 September 2013, The Group obtained a loan from the Ministry of Finance to fund part of the
construction of the new hospital in Al-Suwaidi area and the purchase of the indispensable medical and
non-medical equipment. This loan qualifies to be considered as government grant because the Ministry
of Finance represent a governmental body and provides the Group with a zero interest loan. The value
of the loan is 149.1 million SAR. The Group has utilized it in full as at 31 December 2017. This loan is
in Saudi Riyals without any financing commissions and is collateralized by a mortgage of the project
land and building. The loan is to be repaid over twenty equal annual installments after a grace period of
five years of contract date.
On 26 January 2015, the Group signed another financing agreement with the Ministry of Finance to fund
the building of the housing compound related to Al-Suwaidi Hospital project. This loan qualifies to be
considered as government grant because the Ministry of Finance represent a governmental body and
provides the Group with a zero interest loan. The value of the loan is SAR 27.5 million of which the
Group has utilized it in full as at 31 December 2017. This loan is in Saudi Riyals without any financing
commissions and is collateralized by a mortgage of the project land and building. The loan is to be repaid
over twenty equal annual installments after a grace period of five years of contract date.
On 20 July 2015, the Group signed a third financing agreement with the Ministry of Finance to fund part
of the construction and furnishing costs of the hospital in Al-Nuzha area. This loan qualifies to be
considered as government grant because the Ministry of Finance represent a governmental body and
provides the Group with a zero interest loan. This loan amounted SAR 197.6 million and the Group has
utilized it in full as at 31 December 2018. This loan is in Saudi Riyals without any financing commissions
and is collateralized by a mortgage of the project land and building. The loan is to be repaid over twenty
equal annual installments after a grace period of five years of contract date. Where the first installment
is due in the second quarter of 2020
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Loans from commercial banks

28.2

Refinancing long-term loans
and supporting
working capital
Financing the company
operations
Financing the company
operations
Financing the company
operations
Financing the company
operations
Financing the subsidiary
operations

Long-term financing facility
agreement (a)

Long-term financing facility
agreement

Overdraft

Letters of credit financing

Short- term revolving loan
facility agreement

Short- term revolving loan
facility agreement (b)

Totals

Financing medical machines
and equipment

Purpose

Long-term financing facility
agreement (for one time)

Nature

2019

2018

2018

2018

2016

2016

2016

Year
obtained

Utilized
amount

49

749.5

115

50

35

2

60

337.5

150

487.5

-

-

-

-

-

337.5

150

(SAR in millions)

Total
facility

Unutilized

Unutilized

Unutilized

Unutilized

Unutilized

Quarterly installments
ending at 30 June 2023

Semi-annual installments
ending at 31 December 2020

Repayment terms

125.9

-

-

-

-

-

87.5

38.4

Noncurrent
portion

225

-

-

-

-

-

225

-

(SAR in millions)

Current
portion

350.9

-

-

-

-

-

312.5

38.4

Total

The group has several facility agreements and loans in Saudi riyals with local commercial banks, and these facilities are secured by order bonds and assignments
of proceeds from insurance companies and Ministry of Health. These facilities bear finance charges at the prevailing rates in the market. The breakdown of
these facilities as of December 31, 2019 is as follows:

Long-term loans - continued
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28.

Long-term loans - continued

28.2

Loans from commercial banks - continued
(a) In December 2019, the company modified the terms of a long-term facility agreement with a local bank by
reducing the value of the installments to SAR 22.5 million for each quarterly installment that ends on June
30, 2023 instead of SAR 25 million, ending on March 31, 2023.
(b) The Subsidiary (Pharmaceutical Services Company Limited) has credit facilities of SAR 115 million granted
by a local bank during 2019 with the guarantee of the Parent Company (Al Hammadi Company for
Development and Investment. The purpose of these credit facilities is to finance the company's operations.
No finance charges were capitalized during the year ended 31 December 2019 (31 December 2018: Null).
Finance expense charged for the year amounted to SAR 37.1 million (31 December 2017: SAR 33.4 million).
These facility agreements require the group to comply with some financial and non-financial covenants and
maintenance of certain financial ratios. The group was in compliance with those covenants as of the date of
these consolidated financial statements.
The maturities of the long-term loans are as follows:
2019
SAR
2019
2020
2021
2022
2023

29.

Zakat

29.1

Zakat movement

2018
SAR

125,925,825
90,000,000
90,000,000
45,000,000
350,925,825

88,345,500
138,324,777
100,000,000
100,000,000
12,500,000
439,170,277

2019

2018

SAR

SAR

The movement of zakat for the group during the year is as follows:

Balance as at January 1
Provision for the year
Payments during the year
Balance as at December 31

14,911,281
16,460,602
(14,752,101)
16,619,782
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12,103,152
14,908,719
(12,100,590)
14,911,281
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29.

Zakat - continued

29.2

Zakat base
The following are the main components of the Zakat base of the group, which are subject to some
modifications according to GAZT regulations in the Kingdom of Saudi Arabia. During 2019, the Group was
approved by GAZT to calculate zakat due based on consolidated zakat base starting with the year 2019:

(a) Zakat base calculation
2019
SAR
Shareholders' equity
Beginning provisions and other adjustments
Property, equipment and right -of- use assets (net)
Adjusted net income
Zakat base for the Group
Zakat due

1,478,598,053
794,947,014
(1,762,175,877)
137,532,845
648,902,035
16,619,782

Zakat is payable of the 2.57768% of zakat base after deducting adjust net income by and 2.5% of adjust net
income.

(b) Adjusted net income for the year
2019
SAR
Net profit before zakat
Provisions added during the year
Adjusted net income

109,460,273
28,072,572
137,532,845

(c) Status of zakat assessments
The Group companies has filed zakat returns with the GAZT based on its separate financial statements for
all years up to 31 December 2018. Al Hammadi Company obtained final zakat assessments for all years
through the year ended 31 December 2012.
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30.

Commitments and contingencies
The financing facility agreements with commercial banks referred to in Note (28.2) include additional
facilities for the issuance of letters of guarantee with a total value of SAR 53.5 million. The group used
approximately SAR 35.3 million as of 31 December 2019 (31 December 2018: approximately SAR 39.4
million). These letters of guarantee have been issued on behalf of the group in the normal course of business.
The Group as lessor entered into contractual arrangements whereby it provides certain trademarks a particular
space within its premises for pre-specified rental payments. These agreements take the form of an operating
lease that include contingent rents to be recognized as income during the period.
Future rentals receivable under non-cancellable operating leases are:
2019
SAR
1,240,340
3,047,767

Within one year
After one year but not more than five years

31.

2018
SAR
367,500
105,000

Financial assets and financial liabilities
Financial instruments risk management objectives and policies
The main financial instruments carried on the group
equivalents, accounts receivables and other debit balances, due from related parties, accounts payables, loans,
due to related parties, accrued liabilities and other credit balances. The main purpose behind the Group
financial liabilities is to finance the operations and to provide guarantees to support the operations.
The Group activities exposed it to various risks. These risks are: Market risk (which includes: Currency
risk, fair value and cash flow interest rate risks and price risk), Credit risk and Liquidity risk. The Group
senior management oversees the management of these risks. The Group
by a financial risk committee that advises on financial risks and the appropriate financial risk governance
framework for the Group. The financial risk committee provides assurance to the Group
anagement
that the Group
financial risks are identified, measured and managed in accordance with group policies and group risk
appetite. The board of Directors reviews and agrees policies for managing each of these risks, which are
summarized below.

Market Risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in market prices. Market prices comprise three types of risk: interest rate risk, currency risk and
other price risk such as equity price risk and commodity price risk.
Financial instruments affected by market risk include: loans, borrowings and deposits.

Currency Risk
It is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.
The Group
Dollar, the Group does not have significant exposure to currency risk. The Group has also some transactions
in EURO which were not significant as at 31 December 2019 (31 December 2018).
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31.

Financial assets and financial liabilities - continued
Fair value and cash flow interest rate risks
The exposures to various risks associated with the effect of fluctuations in the prevailing interest rates on the
Group
Group monitors the commission rate fluctuations on a
continuous basis and acts accordingly. The Group
are subject to change on periodic basis.

Price Risk
Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market
prices, whether those changes are caused by factors specific to the individual instrument or its issuer or factors
affecting all instruments traded in the market. The Group is currently not exposed to price risk as it has no
investments in marketable securities.

Credit Risk
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer
contract, leading to a financial loss. The Group places its cash with banks that have sound credit ratings.
Accounts receivables and due from related parties are carried net of expected credit losses provision
amounted SAR 30.5 million as of 31 December 2019 (31 December 2018: SAR 21.5 million) - (Note 18).

Liquidity Risk
Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments
associated with financial instruments. Liquidity risk may result from an inability to sell a financial asset
quickly at an amount close to its fair value. Liquidity risk is managed by monitoring on a regular basis that
sufficient funds are available through committed credit facilities to meet any future commitments. The total
of long-term loans as at 31 December 2019 is approximately SAR 350.5 million (31 December 2018: SAR
439.2 million). Note (28.2) shows the maturities of these long-term loans.

32.

Comparative Figures
Certain comparative figures have been reclassified to conform to the presentation in the current year, to
enhance the comparability of information and to be more appropriate for users of consolidated financial
statements, as follows:
(As at 31 December 2018)

Impact of reclassification
Note

As previously
reported

Reclassification

Cost of revenues

(a)

(648,985,941)

5,749,858

(643,236,083)

General and administrative expenses

(a)

(117,339,984)

4,009,617

(113,330,367)

Selling and marketing expenses

(a)

-

(9,759,475)

(9,759,475)

Consolidated statement of profit or loss

As
reclassified

(a) Reclassification of SAR 5,749,858 from the cost of revenues and SAR 4,009,617 from general and
administrative expenses to selling and marketing expenses to conform with the presentation in the current
year.

53

Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2019
33.

Acquisition of subsidiary
On 31 January 2018, the Company acquired 100% of the voting interests to Medical Support Services Company.
As a result, the company obtained the control of Medical Support Services Company and its subsidiary
(Pharmaceutical Services Company Limited).
Taking control of Medical Support Services Company will enable the Group to penetrate and consolidate its
position in pharmaceutical products market.
For the year ended 31 December 2019, Medical Support Services Company contributed revenue of SAR
187,805,131 (31 December 2018: SAR 183, 411,485) and profit of SAR 34,467,675 (31 December 2018: SAR
52,154,462) to the Group results.

(a) Consideration transferred
The fair value of consideration transferred at the acquisition date amounted SAR 48 million represented in
transferred cash.

(b) Identifiable assets acquired and liabilities assumed
The following table summarizes the recognised amounts of assets acquired and liabilities assumed at the date of
acquisition:
Note
2018
SAR
Property and equipment
Inventories
Trade receivables
Prepayments and other debt balances
Cash and cash equivalents
Trade payables and other credit balances

(14)

(26)
Total identifiable net assets acquired

3,909
1,031,994
33,293,225
20,541,057
8,440,543
(45,948,896)
(811,952)
16,549,880

(c) Goodwill
Goodwill arising from the acquisition has been recognized as follows: (in Saudi Riyal)

Consideration transferred
Fair value of identifiable net assets
Goodwill

34.

Note

2018
SAR

(34.a)
(34.b)
(16.a)

48,000,000
(16,549,880)
31,450,120

Subsequent events
In the opinion of management, there have been no significant subsequent events since the year-end that
require disclosure or adjustment in these Consolidated Financial Statements.

35.

Approval of the consolidated financial statements
These consolidated financial statements have been approved by the board of directors on 14 Rajab 1441H
corresponding to 9 March, 2020.
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