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1. ORGANIZATION AND ACTIVITY
National Medical Care Company (the “Company”) is a Saudi Joint Stock Company, registered in Riyadh,
Kingdom of Saudi Arabia under commercial registration number 1010194785 dated Muharram 9, 1425
(H) (corresponding to February 29, 2004). The Company carries out its activities through the following
branches:
- Riyadh Care Hospital under commercial registration No, 1010195325 dated Muharram 22, 1425
(corresponding to March 14, 2004).
- National Hospital under commercial registration No, 1010195327 dated Muharram 22, 1425
(corresponding to March 14, 2004).
- Pharmaceutical and Medical Distribution under commercial registration No, 1010301247 dated Safar
14, 1432 (corresponding to January 19, 2011).
- Family Health Care Canter under commercial registration No, 1010397064 dated Muharram 29, 1435
(corresponding to December 03, 2013).
The Company is engaged in establishing, owning, equipping, managing, maintaining and operating
hospitals and health centers and units. The Company also engages in wholesale and retail trade in
medicines, medical equipment and supplies, representing its own companies and owning vehicles-medical
equipped or unequipped that are necessary to perform its function. Furthermore, the Company engages in
delivery of health services in all fields, as well as in rendering services and operating businesses that assist
in achieving or complementing its objectives. Additionally, the Company is engaged in owning lands and
properties for its own benefit.
The Company’s share capital of SR 448,500,000 is divided into 44,850,000 shares of SR 10 each.
The Company’s Head Office is located in Riyadh, PO Box 29393, Riyadh 11457. Kingdom of Saudi
Arabia.
The fiscal year for the Company starts on January 1st and ends December 31st of each calendar year.
2. BASIS OF PREPARATION
The interim condensed financial statements have been prepared in accordance with International
Accounting Standard 34, as endorsed in the Kingdom of Saudi Arabia. The accompanying interim
condensed financial statements should be read in conjunction with the Company's financial statements for
the year ended 31 December 2017. The accompanying financial statements do not include all the
information that is required to prepare a complete set of financial statements in accordance with
International Financial Reporting Standards.
3. ISSUED STANDARDS, AMENDMENTS, INTERPRETATIONS, CHANGES IN SIGNIFICANT
ACCOUNTING POLICIES AND ESTIMATES
3.1

Issued standards, amendments, improvements , interpretations and not effective

IFRS (16) “Leases” (effective for accounting period beginning on or after 1 January 2019)
IFRS (16) “Leases” specifies how an IFRS reporter will recognise, measure, present and disclose leases.
The standard provides a single lessee accounting model, requiring lessees to recognise assets and liabilities
for all leases unless the lease term is 12 months or less or the underlying asset has a low value. Lessors
continue to classify leases as operating or finance, with IFRS (16) “Leases’ approach to lessor accounting
substantially unchanged from its predecessor, IAS (17) “Leases Contracts”.
Others




Amendments to IFRS (9) “Financials Instruments” related to Prepayment Features with Negative
Compensation( Effective date 1 January 2019).
Amendments to ISA (28) “Investments in Associates and Joint Ventures” related to Long-term
Investments in Associates and Joint Ventures (Effective date 1 January 2019).
Amendments to IAS (19) “Employee Benefits “related to Plan Amendment, Curtailment or
Settlement (Effective date 1 January 2019).
7

NATIONAL MEDICAL CARE COMPANY A Saudi Joint Stock Company
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS FOR THREE AND
NINE MONTH PERIODS ENDED 30 SEPTEMBER 2018 (UNAUDITED)


Improvement to IFRS (3) “Business Combinations” related to previously held Interests in a joint
operation. (Effective date 1 January 2019).

Improvement to IFRS (11) “Joint Arrangements” related to Previously Held Interests in a joint
operation.1 (Effective date 1 January 2019).

Improvement to IAS (12) “Income Taxes” related to Income Tax Consequences of Payments on
Financial Instruments Classified as Equity (Effective date 1 January 2019).

Improvement to IAS (23) “Borrowing Costs” related to Borrowing Costs Eligible for Capitalization
(Effective date 1 January 2019).

IFRS (17) “Insurance Contracts” (Effective date 1 January 2021)

IFRIC (23) “Uncertainty over Income Tax Treatments”
(Effective date 1 January 2019)
Management is currently determining the implementation effect of these new standards on the financial
statements.
3.2




Issued standards, amendments, improvements , interpretations and effective.
IFRS (9) “Financial Instruments”.
IFRS (15)” Revenues from Contracts with Customers”.
Amendments to IFRS (2) “Share-based Payments” related to Classification and Measurement for
Transactions.

Amendments to IFRS (4)” insurance contracts” related to applying IFRS (9) “Financial Instruments”.

Amendments to IAS (40) “Investment Property” related to Transfers of Investment Property.

Improvement to IFRS (1) “First-time Adoption of International Financial Reporting Standards”
related to deletion of short-term Exemptions for first-time adoption.

Improvement to IAS (28) “Investments in Associates and Joint Ventures” clarification that
measuring investees at Fair value through profit or loss is an investment - by -Investment choice.

IFRIC (22) “Foreign Currency Transactions and Advance Consideration.
The application of standards, amendments and interpretations above have no impact on financial
statements for the Company except for FRS (9) “Financial Instruments” and
IFRS (15) “Revenues from Contracts with Customers” as mentioned below.
3.3

Changes in significant accounting policies and estimates.

3.3.(a) IFRS (15) "Revenue from Contracts with Customers"
The Company has adopted IFRS (15) "Revenue from Contracts with Customers “using the accumulative
effect method, accordingly comparative information has not been restated.
Accounting Policy for Revenues
Revenue is measured based on the consideration specified in a contract with customer and excludes amount
collected on behalf of third parties. The Company recognizes revenue when it transfers control over a
product or service to a customer. The principles of IFRS (15) "Revenue from Contracts with Customers "
are applied by using the following five steps:
Step 1: Identify the contract, when:






When the contract has been approved and the parties are committed;
When the each party’s rights are identified;
When the payment terms are defined;
When the contract has commercial substance; and
When the collection is probable.
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Step 2: Identify performance obligations, by identifying promised goods or services agreed 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:



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: 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: Allocate the transaction price to performance obligations 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
Company transfers 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.
The following is a description of accounting policies and significant judgment of the principal activities
from which the Company generates revenue:
(a)
Rendering of clinical services
Revenue from services primarily comprises fees charged for inpatient and outpatient hospital services.
Services include charges for accommodation, theatre, medical professional services, equipment, radiology
and laboratory. The revenue generates from services by separately or bundled together with the revenue
from pharmacy to a customer.
Under IFRS (15) "Revenue from Contracts with Customers", the Company concluded that revenue from
bundled services will be recognized over time.
(b)
Sale of medicine
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.
The Company is primarily responsible for fulfilling the promise to provide the specified pharmaceutical
and other specific products. The Company bears inventory risk before the pharmaceutical and other
products has been transferred to the customer. In addition, the Company has discretion in establishing the
price for the specified pharmaceutical products.
(c)
Volume discounts
Revenue is often sold with volume discounts based on aggregate sales over a 12 months period. Revenue
from these sales is recognized based on the price specified in the contract, subtract 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.
Impact for application of IFRS (15) “Revenue from contracts with Customers”
For the comparative figures applied IAS 18 "Revenue", the Company recognizes revenue when rendering
medical services and when transfer the underlying risks of pharmaceutical has sold to at a point in time i.e.
on delivery and revenue from bundled services is recognized as and when the services are rendered to
customers i.e. over time, both these streams of revenue are in line with the requirements of IFRS (15)
"Revenue from Contracts with Customers".
According to IFRS (15) "Revenue from Contracts with Customers", the right to a consideration for goods
or services that have already been transferred to customers should be considered when that right is
conditional to be a contract asset with customer.
According to IFRS (15) "Revenue from Contracts with Customers", an obligation to transfer goods or
services to a customer for which an entity has obtained a consideration should be considered as a contract
liability with customers.
As a result, there is no material impact of adopting IFRS (15) "Revenue from Contracts with Customers".
9

NATIONAL MEDICAL CARE COMPANY A Saudi Joint Stock Company
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS FOR THREE AND
NINE MONTH PERIODS ENDED 30 SEPTEMBER 2018 (UNAUDITED)

3.3.(b) IFRS (9) "Financial Instruments"
The Company has elected to apply the exemption in IFRS (9) "Financial Instruments" paragraph no. 7-215, accordingly has not restated comparative periods. Accordingly, any adjustments to carrying amounts
of financial assets or liabilities are recognized at the beginning of the current reporting period, with the
difference recognized in opening retained earnings.
Accounting policy for financial instruments
The Company 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 Company recognizes a financial instrument at its fair value plus or minus
transaction costs (in the case of a financial instrument not at fair value through profit or loss) 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)
"Financial Instruments" 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) "Financial
Instruments":





Debt instruments at amortized cost.
Debt instruments at fair value through other comprehensive income (with recycling to profit or
loss).
Financial instruments at fair value through profit or loss.
Debt instruments at fair value through other comprehensive income (with no recycling to profit or
loss).

(a)
Debt instruments at amortized cost
The financial instruments that meet the following both of two following conditions are measured at
amortized cost:
1.

The asset is held within a business model whose objective is to hold assets in order to collect
contractual cash flows; and
2. 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.
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 Company considers:







Management’s stated policies and objectives for the Company and the performance of those
policies in 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.
Whether the management’s strategy focus on earning contractual commission income;
The degree of frequency of any expected asset sales.
The reason for any asset sales.

Debt instruments that are subsequently measured at amortized cost are subject to impairment test.
In the reporting period, the Company has no debt instruments at fair value through other comprehensive
income, financial assets at fair value through profit and loss, and equity instruments at fair value through
other comprehensive income.
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Impairment of financial assets
Measurement and recognition of expected credit losses
The Company applies the simplified approach to calculate impairment on financial assets. The expected
credit losses on these financial assets are estimated based on the Company’s historical credit loss
experience, adjusted for factors and general economic conditions and assessment of forecast direction of
conditions at the reporting date, including time value of money where appropriate.
The measurement of expected credit losses is an indicator of the probability of default, loss given default
and the exposure at default (i.e. the magnitude of the loss if there is a default). The assessment of the
probability of default is based on historical data adjusted by forward-looking information as described
above.
The Company recognizes an impairment gain or loss in the statement of profit or loss through allowance
account.
Derecognition of financial assets
The Company 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 Company neither transfer nor retains substantially all the risks and reward of
ownership and continues to control the transferred asset, the Company recognizes its retained interest in
the asset and associated liability for amounts it may have to pay.
Financial liabilities
Financial liabilities are carried at amortized cost or at fair value through profit or loss.
All financial liabilities are carried at amortized cost using the effective yield method. The Company has no
financial liabilities at fair value through profit or loss.
Derecognition of financial liabilities
The Company derecognizes financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or they expire.
Impact for application of IFRS (9) "financial instruments"
Impairment in financial instruments
The adoption of IFRS (9) "Financial Instruments" has fundamentally changed the Company’s accounting
for impairment losses for financial assets by replacing losses incurred approach in IAS 39’s”financial
instruments disclosures” to use expected credit loss approach.
4. PLANT AND EQUIPMENT
During the period ended 30 September 2018, the Company has paid SR 18.5 million on developing its
medical constructions (for the year ended 31 December 2017: SR 73.4 million).
During the period ended 30 September 2018, the Company has initially received the renovations of one of
National Hospital buildings. Cost of the renovations amounted to SR 81 million.
During the period ended 30 September 2018, the Company has recognized a loss on write off works under
progress amounted to SR 2.2 million (for year ended 31 December 2017: SR zero).
During the period ended 30 September 2018, the Company has capitalized SR 0.9 million from finance
cost on plant and equipment (for year ended 31 December 2017: SR 1.2 million).
The Company has plots of land and building pledged to the Ministry of Finance against the loan granted
to the Company, their net book values amount to SAR 355 million as at 30 September 2018 (31 December
2017: SR 279 million) (Note7).
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5. TRADE RECEIVABALES AND OTHER DEBIT BALANCES, NET
As of
30 September 2018
Trade receivables
505,565,648
Due from related parties (Note 6)
180,916,856
Total trade receivables and due from related parties
686,482,504
Deduct:
Provision of expected credit losses (2017: Provision of
doubtful debts)
)66,101,151(
Expected rejection for medical claims
)96,967,616(
Net of trade receivables
546,756,139
9,514,146
1,964,336
4,430,576
4,037,603
591,660,410

Suppliers advance payments
Letter of warrantee margin
Prepaid expenses
Other

As of
31 December 2017
414,293,734
279,745,086
694,038,820

(47,418,490)
(65,564,458)
581,055,872
3,937,474
8,832,279
694,765
2,057,892
596,578,282

Trade receivables, due from related parties are non-interest bearing.
Total balance of trade receivables and due from related parties included amounts of SR 596 million as at
September 30, 2018 (31 December 2017: SR 522 million) that are due from governmental and semigovernmental parties and represents as at 30 September 2018 percentage of 73% from total accounts
receivables and due from related parties (31 December 2017: 75%).
On 29 March 2018, the Company signed a renewal of the contract between the Company and General
Organization for Social Insurance(related party) for three years started from 1 January 2018.
Movements of Provision of expected credit losses (2017: Provision of doubtful debts) as follows:
For period ended
For year ended
30 September
31 December
2018
2017
Balance at beginning of the period / year before
adjustment
49,411,470
33,351,759
Adjustment (Note 13)
925612466
Balance at beginning of the period / year after adjustment
54,737,756
33,351,759
Charges
14,435,457
17,360,461
Used
(2,574,260)
(3,293,730)
66,101,151

47,418,490

Movements of expected rejection for medical claims as follows:
For period ended
30 September
2018
Balance at beginning of the period / year
65,564,451
Charges
61,053,676
Used
(13,888,934)

For year ended
31 December
2017
65,855,386
30,538,999
(30,829,927)

96,967,616

65,564,458

Balance at the end of the period / year

Balance at the end of the period / year

The other classes within accounts receivable and other debit balances do not contain impaired assets. The
maximum exposure to credit risk at the reporting date is the fair value of each class of receivable mentioned
above. Further, the Company does not hold any collateral as security, for trade receivable and other debit
balances.
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6. TRANSACTIONS WITH RELATED PARTIES
Related parties are key shareholders, directors, key management personnel of the Company and the
substantially affected subsidiaries. The terms of these transactions have been approved by the Company's
management. The following are the most significant transactions with related parties and the resulting
balances:
Due from related party

Name of
related party
General
Organization
for
Social
Insurance
(Note 5)

Nature of
Relation

transaction

Share
holder

Medical
service

Transactions during period
ended
30
30
September
September
2018
2017

30
September
2018

31
December
2017

219,862,620

180,916,856

279,745,086

231,573,176

Balance as of

Due to related parties
Transactions during period
ended
30
30
September
September
2018
2017

Balance as of
30
September
2018

31
December
2017

Name of
related party
Arabian
medical
supplies Co.

Relation

Nature of
transaction

Owned by a
shareholder

Purchases

-

113,570

-

-

Drager
Arabian
ltd.

Owned by a
shareholder

Purchases

48,856

135,594

11,461
11,461

1,125,360
1,125,360

Co.

Key management personnel
Charged to comprehensive
income during period ended
30
30
September
September
2018
2017

Balance as of
30
31
September
December
2018
2017

Short-term benefits

9,212,788

4,241,885

-

-

Post-employment benefits

346,987
9,559,775

278,323
4,520,208

2,148,738
2,148,738

2,169,447
2,169,447
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7. LOANS
As of
30 September
2018

As of
31 December
2017

Long term loans
Total liability of long term loans

193,164,855

204,129,537

(7,536,272)

(9,410,045)

185,628,583

194,719,492

24,123,992

24,123,992

161,504,591

170,595,500

185,628,583

194,719,492

Deduct
Future unamortized finance cost

Classified between
Current portion of long term loans
Noncurrent portion of Long term loans

During the period ended 30 September 2018, the Company paid an installment of SR 9 million from long
term loan to a local bank (30 September 2017: an installment of SR 9 million from long term loan to a local
bank and received short term loan of SR 30 million from the same bank).
8. REVENUES, NET
For period ended
30 September
2018

For period ended
30 September
2017

Rendering of clinical services

514,999,201

551,240,033

Sale of medicine

67,134,413
582,113,614

76,084,457
627,324,490

Over time

418,995,524

430,060,238

At a point in time

163,118,090
582,113,614

197,264,252
627,324,490

Revenues category

Revenue time recognition

9. SEGMENT REPORTING
The reporting segments of the Company are as follows:
- Inpatient and surgeries department: It is special for clinical services patient extended care medical
services and operative procedures.
- Outpatient department: It offers a range of sub specialties such as internal medicine, cardiology and
pulmonary clinics.
- Other medical departments: are departments providing technical services for treatment such as
laboratories and Radiology.
- Pharmacies: are internal outlets for the sale of medicines.
- General Services, Pharmaceutical and Medical Distribution and Family Health Care Center are the
Company’s Head Office, a special unit for the purchase and distribution of medicines and a health
center.
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Inpatient and
surgeries
department

30 September
2018
Net revenues
Rendering of
clinical services
Sale of medicine
Net profit
Total assets
Total liabilities
30 September
2017
Net revenue
Rendering of
clinical services
Sale of medicine
Net profit
Total assets
Total liabilities

Outpatient
clinics
department

Other medical
departments

Pharmacies

General
Services,
Pharmaceutical
and Medical
Distribution and
Family Health
Care Center

Total

111,596,467
111,596,467
69,416,450
374,670,611
46,715,476

56,611,191
56,611,191
9,517,639
101,141,104
13,611,595

667,133,565
667,133,565
31,607,391
556,076,415
61,061,341

67,134,413
69,134,413
11,576,695
131,351,614
16,701,900

4,611,396
4,611,396
)34,179,115(
600,669,331
651,511,490

514,777,601
67,134,413
516,113,614
59,310,541
1,374,607,356
403,645,515

596,624,521
596,624,521
25,755,562
621,252,261
64,419,925

16,656,115
16,656,115
4,629,251
552,121,264
55,522,942

222,125,262
222,125,262
56,642,295
192,257,952
72,529,251

74,226,617
74,226,617
21,125,451
515,724,152
52,796,592

55,272,555
55,272,555
)22,514,922(
527,652,552
551,554,292

115,262,255
74,226,617
427,526,692
42,257,541
5,669,692,461
626,625,546

All revenues for the Company’s different segments are from external customers
10. BASIC AND DILUTED EARNING PER SHARE
For three months period
ended 30 September
2018
2017
Net profit for the period
Weighted average number of
shares
Basic and diluted earnings per
share from period’s net profit

For nine months period
ended 30 September
2018
2017

11,443,522

26,996,119

57,310,548

62,037,165

44,850,000

44,850,000

44,850,000

44,850,000

0.60

1.28

1.38

0.26

11. CONTINGENT LAIBILITIES AND CAPITAL COMMITMENTS
The Company has capital commitments resulting from the expansion and renewal of National Care
Hospital as of 30 September 2018 amounting to SR 0.9 million (31 December 2017: SR 1.5 million).
The Company has contingent liabilities arising from letters of guarantee issued to certain customers as at
30 September 2018 amounting SR 8.7 million (31 December 2017: SR 8.8 million).
There are some legal cases against the Company, and is currently the company worked to settle them, but
the final outcome of these cases is not certain yet. The management does not expect the outcome of these
cases to be material.
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12. GENERAL ASSEMBLY MEETING AND BOARD OF DIRECTOR AND SPECIAL
DELIBERATIONS FOR THE SALE OF SHAREHOLDERS' SHARES
On April 15, 2018, the General Assembly of Shareholders approved a Board of Directors’ recommendation
of dividend distributions amounting to SR 44,850,000 (SR 1 per share) for the year of 2017. Dividends
were already distributed during the second quarter of 2018.
The Company’s board of directors decided on Augusts 2, 2017 to start non-binding discussions with AlHammadi Development and Investment Company (Al-Hammadi) to study the possibility of merge between
two companies. On June 24, 2018, the Company has received a letter from Al Hammadi Company for
Development and Investment stating their decision to cease and discontinue the discussions on the proposed
merger transaction.
On June 7, 2018, the Company has received a letter from Hassana Investment Company, a subsidiary of
the General Organization for Social Insurance (GOSI), for its-self and on behalf of GOSI, reached a nonbinding agreement with NMC Saudi Arabia for Health Care to enter into a private sale transaction. In this
transaction Hassana Investment Company and GOSI will sell their stake in the National Medical Care
Company to NMC Saudi Arabia Healthcare, a company owned by NMC Health PLC, according to the
evaluation of the shares of the National Medical Care Company (SR 70 per share). If this sale transaction
is concluded, NMC Saudi Arabia for Health Care will become a shareholder in the National Healthcare
Care Company with percentage of 38% instead of Hassana Investment Company and GOSI.
13. IMPACT OF NEW INTERNATIONAL FINANCIAL REPORTING STANDARDS
The Company adopted IFRSs (15) "Revenue from contracts with Customers" and (9) "Financial
Instruments" using the modified retrospective method. The Company recognized the cumulative effect as
an adjustment to the opening balance of retained earnings. The comparative information has not been
restated and continues to be reported under the accounting standards in effect for those periods.
Impact on statement of financial position as at 1 January 2018
Without
application of
new standards
Retained Earnings (a)

351,102,734

Impact for
IFRS 15
-

With
Impact for application of
IFRS 9 new standards
(7,521,462)

343,581,272

Impact on statement of financial position as at 30 September 2018

Trade receivables and
other debit balances (b)
Contract assets with
customers (b)
Retained earnings (a)

Without
application of
new standards

Impact for
IFRS 15

With
Impact for application of
IFRS 9 new standards

593,490,396

)1,619,033(

)576,733(

591,660,410

-

1,619,033

-

1,619,033

356,634,953

-

)592,933(

356,041,160

Impact on statement of comprehensive income for period ended 30 September 2018

General and
administrative
expenses (a)

Without
application of
new standards

Impact for
IFRS 15

68,513,882
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Impact for application of
IFRS 9 new standards

592,933

69,106,815
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The impact of applying new IFRSs described as follows:
(a) In accordance with the requirements of IFRS (9) "Financial Instruments", the Company has re-measured
the provision in accordance with the expected credit loss method, resulting a reduction in retained earnings.
The application of the expected credit loss method resulted an increase of the provision, increase of general
and administrative expenses in the period ended 30 September 2018.
(b) In accordance with the requirements of IFRS (15) "Revenue from contracts with Customers", the
unbilled revenue has been reclassified to contract assets with customers, reducing trade receivables and
establishing a contractual asset with customers as a split item in the statement of financial position.
14. FINANCIAL INSTRUMENTS – FAIR VALUE AND CATEGORIES
Financial instruments recorded in the Company’s statement of financial position consist of cash and cash
equivalents, trade receivables and other debit balances, loans, trade payables and other credit balances.
Fair Value
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 liability.
The principal or the most advantageous market must be accessible by the Company.
The fair value of an asset or a liability is measured using the assumptions that market participants would
use when pricing the asset or 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 economic benefits from the asset’s highest and best use or by selling it to another market
participant that would utilize the asset in its highest and best use. The Company uses valuation techniques
that are appropriate in the circumstances and for which sufficient data are available to measure fair value,
maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the 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

Management is of the opinion that the fair value of the financial instruments is substantially close to its
book value. There were no reclassifications between the above three levels during the reporting period.
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NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS FOR THREE AND
NINE MONTH PERIODS ENDED 30 SEPTEMBER 2018 (UNAUDITED)

Classification of financial instruments
As of
30 September
2018
Financial assets
Financial assets at amortized cost
Trade receivables
Due from related parties
Letters of guarantee
Cash and cash equivalents

505,565,641
110,716,156
1,964,336
145,937,601
As of
30 September
2018

Financial liabilities
Financial liabilities at amortized cost
Loans
Trade and other payable

115,661,513
110,431,745

As of
31December
2017

414,293,734
279,745,086
8,832,279
117,350,808
As of
31December
2017

194,719,492
144,119,953

15. APPROVAL OF INTERIM CONDEDNSED FINANCIAL STATEMENTS
These interim condensed financial statements were approved by management on 26 Safar 1440H
(corresponding to 4 November 2018).
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