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2. BASIS OF PREPARATION AND CHANGES TO THE ACCOUNTING POLICIES (continued) 

 
2.2 Going concern (continued) 

 
Moreover, in May 2019, the Gulf Health Council (GHC) performed a physical inspection of the Company's plants 
in Ras Al Khaimah and issued a report in July 2019. The report is under analysis and action plans are being 
prepared and discussed between Julphar Teams and the Regional and Local Health Authorities. 
 
In spite of these events and conditions, the interim condensed consolidated financial statements have been prepared 
on a going concern basis considering the following facts:  
 
a) Management has undertaken various operational measures and restructuring decisions and expects that the 

suspensions will soon be lifted and, trading activities with existing or new customers will improve; 
 

b) During the six months ended 30 June 2019, the Group recorded losses amounting to AED 187.8 million which 
was mainly caused by the temporary suspension on exports to KSA market and related impact on margins, cash 
flows and the profitability of the Group. In addition to the ongoing strenuous efforts that management is 
making to get the suspension lifted, the Group has undertaken various marketing initiatives and negotiated with 
several customers in the Middle East and North Africa region to notably grow trading activities and expand its 
market share in some of the countries in that region. The Group has a healthy order book for 2019 to supply the 
goods and address market demand; 
 

c) The Group has generated positive operating cash flows of AED 42.1 million to ensure business continuity 
through internal and external sources. 
 

 
2.3 New standards, interpretations and amendments adopted by the Group 

 

The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are 
consistent with those followed in the preparation of the Group‟s annual consolidated financial statements for the 
year ended 31 December 2018, except for the adoption of new standards effective as of 1 January 2019. The Group 
has not early adopted any other standard, interpretation or amendment that has been issued but is not yet effective. 
 
The Group applies, for the first time, IFRS 16 Leases and several other amendments and interpretations effective 
from 1 January 2019, but these do not have any material impact on the interim condensed consolidated financial 
statements of the Group expect as described below. 
 
IFRS 16 Leases 

IFRS 16 supersedes IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC-15 
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 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 recognition exemptions for lease contracts that, at the 
commencement date, have a lease term of 12 months or less and do not contain a purchase option („short-term 
leases‟), and lease contracts for which the underlying asset is of low value („low-value assets‟). 
 
Due to the exemptions taken as above, the Group did not have any impact on the adoption of IFRS 16 except for the 
impact on the Group‟s associate which has not been currently finalized due to the matters specified in note 6. 




























