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INDEPENDENT AUDITORS* REPORT TO THE SHAREHOLDERS OF
MIDDLE EAST HEALTHCARE COMPANY
(MEAHCO)

We have audited the accompanying consolidated financial statements of Middle East
Heallheare Company (the “Company”™), a Public Joint Stock Company, which comprise the
consolidated balance sheet as at December 31, 20016 and the consolidated statements of
income, changes in shareholders® equity and the statement of cash flows for the year then
ended, together with the notes from (1) to (19) forming part thereof,

Maragement’s responsibility for the consolidated financial stalerments

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with the requirements of accounting standards as
applicable in the Kingdom of Saudi Arabia, Article 123 of the Companies law and the
Articles of Association of the Company. This responsibility includes: designing,
implementing and maintaining intemal cootrol relevant lo the preparation and fair
presentalion of consolidated financial statements that are free from material misstatement,
whether due to fraud or emor; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the clrcumstances and submitted to us
together with all the information and explanations which we required.

Auditors® responsibifily

Cur responsibility is to express an opinion on these consolidated financial statements based
on our audit. We conducted our audit in accordance with auditing standards as applicable in
the Kingdom of Saudi Arabia. These standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditors’ judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or emor. An audit also includes
evaluating the approprialeness of accounting policies used and the reasonableness of
sccounting estimates made by management, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have oblained is sufficient and appropriate to provide
a basis for our audit opinion.
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Opinion
In our opinton, the consolidated Mnanclal stalements taken as a whole:

- Present Maicly, in a1l materal respects the conselidated financlal position of Middle East
Healthcare Company — (A Public Joint Stock Company) as of December 31, 2016 and
the consolidated results of its operations and its cash News for the year then ended in
aoccordance with the accounting standards as applicable in the Kingdom of Saodi Arabia
appropriate Lo the circumstances of the company.

Comply with the requirements of the Companies Regulations and the Company's
Articles of Association with respect to the preparation and presentation of the
consolidated financial statements.

Emphasis of Mafter

As explained in Note (1) and (7) on March 29, 2016, the Company shares were listed in the
Saudi Stock Exchange (Tadawul) after obtaining the approval from Capital Market
Authority o convert the Company from Closed Joint Stock Company to a Public Joint Stock
Company.

Aldar Audit Bureau
Abdullah Al Basei & Co.

Cﬂ_iﬂanzasmuﬂ
Jeddih ey —died Ascounts

March 14, 2017
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

A PUBLIC JOINT STOCK COMPANY

CONSOLIDATED BALANCE SHEET
AS AT DECEMBER 31, 2016

NOTE

Current assels

Cash and cash equivalents

Accounts receivable

Medical supplies

Prepald eapenses and other receivables

Due from related parties ]

Total current assets
Noo-curreal nssels
Property, plant and equipment - Het 5
Consirction in progress

Total pon-current assels

Total assets

Ascounts payable
Accroed expenses and other aceounts payible
Do 1o related partles
Current portion of long term nctounts payahles
Shor term loans and
curtent portion of leng term beans &

Totw) currend labilites

Noa-current Habillues

Provlslon for end of service beaelits

Long term loans §
Long term = Accounts payable

Total non-current Nabllicies

Todal liabiliies
1]
Capial 7
Stabutocy reserve ]
Retaleed eanings
‘Todal shareholders' eqully
Hon-contralling interests ¥

Total equity
'Bgu! lisbllities and shareholders’ equity

hi il Butterjes
Chulman

014
SR

155,080,775
1, 144,464,369
$0.647,345
41,107,539
1,657,368
1,432.541,367
B45, 761,947
225,705,383
1076467330

2509464727

28,200809
613,716
51.500,345
10,074,119

187,521,173

565416768

178,184.873

145113182
20,745,781

463,836

20,060,604

SR0400,000

124819329

4332586

1,540,052,315
59,351 808

1.353404,10
509,464,727

Chiel Exeoutlve Oificer

SR,

55,800,376
BT4,434,035
71,004,440
16,571,212
16,838,955
1.070,649,018
$1B932,M40
155879447
SO4A11,817

2.065450,845

188,161,768
96,138,179
8,384,795
9,001,838
95,950,000
197,637,180
151,855,319
73,293,152
26987973
254,136,494
651,773,674
920,400,000
E8,633,34
41615858

1,352,649,182
61,037,289

TA13,687,171
D65 460,845

The artached rotes are an Infagral part af these consolidared financial statemenis

=3



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO}
A PUBLIC JOINT STOCK COMPANY

CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2016

NOTE 2018

SR,
Tolal operaling revenue 1.605,641,054
Cost of aperating revenues { 787.913.,006)
Gross profit #271,723,148
Selling and marketing expenses { 181,309,343)
General and administration expenses 12 [ 283576419)
Total operaling expenses (  A64.885774)
Met operating profit 362,837,374
Orther income 16,421,223
Depreciaion { S.176,854)

Met profit for the year before financial charges 370,081,743

Financial charges (  FL327.28T)
et profit for the year before zakat and
Income tax 358754446
Zakat & Income tax for subsidiary 13 ( 47 8600
Met profit for the year before nea-contraliing
interests 358,706,586
Non-controlling interests 3,153,461
Net profit for the year 361,860,047

EARNINGS PER SHARE (Saudi Rlysl) 10

Earnings per share from main operation N H]
Exmings per share from net profit for the year 193
Average number of shares 91,040,000

uljalil Batedjes Wamoun Al Najfar
Chairrmun Chiel Exegutive Officer

SR

1,534,527.916
(724,393,233}

810,134,744
( 162,353,036)
( 261,597,992)
(  423.951,028)

386,183,716

16,236,068
{ 1,981,707)

394,438.0M7
{ 4.470416)

389,967.661
{ 2,116}

389,965,545
83,757
350,249,302

4,06
4.4
92,040,000 -

Alunra Yarghese Thomas
Chiel Financial Officer

The altached notes are an integral part of these consolidated financial statements
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

CONSOLIDATED STATEMENT OF CHANGES IV SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2016

Balance as at 317122014

Relained eamnlngs capitalized

Met profit for the year
Profit transfemed o
stilulory reserve
Dividend distributed
Prior year adjustments
Zakat and income Lax

Balance as ot 3171272013

Net profit for the Yyear
Profit tranaferred o
stalutory reserve
Refund of Income ix
Dividend distributed
Zakat and income Lix

Balance a1 st 3171272016

Capital Statulory Retained Tolal
reserve earnings
SR SR. SR SR
761,000,000 49,608,304 W44 48 1,139,752,842
153,400,000 [ 153,400,000)
- - 350,149,302 350,249,302
o490 [ (24,930) -
- - ([ 1656720000 ( 165671000
= - 70,141 ( 920,34%)
- ( 10,760,619) { 10.760,619)
920,400,000  BEG33324 33615853  1,352.649,182
- - 351,060,047 361,860,047
36,186005 [ 36,186,00%) -
13,552,448 13,552,448
~ { IB4020,0000 ¢ 184,080,000
- - (3519360 ( 3919343
920,400,000 124,819,329 494 832986  1,540052,315
——:i=o

(P N

Sobhl Mdu'ﬂll"i Baeree

Mobammed bmoun Al Najiar
Chief Executive Officer

et 2

Alwma Varghete Thomas
Chiel Financial OfTicer

The attached motes are an integral part of these consolidated financial satemenis
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER M, 2016

2013
SR. SR
FROM OFPERATING ACTIVITIES
Wet profit for the year 361,860,047 150,249,302
Adpastmenta fod non<ash sera:
Depreciation 58,542,478 52,295,122
End of service benefits 14,919,534 17,655,027
Zakal & [ncoms tax 41,860 2116
Wet adjusted profil 445379919 460,201,567
Changes in operating assels and Habilities:
Accounts receivabls { 270,000,334} { 274,020,178}
Medical supplies (13,642,905 { 1,126,60T)
Prepaid expenses and other accounts recelvable {  45%.10ND { 13,671,835
Due fromto related parties 74,667,138 { 1.606,697)
Accounts puyable 50,039,041 27,951,501
Accrued expenses and other sccounts payable { W51,923) 2,267,890
Net cash provided by operting activilies 257,300,609 193,996,0M
FROM INVESTING ACTIVITIES
Property, plant and equipment - Net ( 69312085 {  B2.908.594)
Construction in progress (  70525806) {  32,088,200)
Mel cagh {used in) investing activities { 140,197,9281) { 114,997,194}
FROM FINANCING ACTIVITIES
Loans 163,397,778 5,797,704
Long term accounts payable (  5069.911) ( 1,751.53T)
Prior year's adjustment - ( 920,347)
Dividend paid {  184,080,000) { 165672,000)
Mon-controlling interesis {  1L686,1E1) 13,282,505
Refund of income tax 13,552,448 -
Zakat and income tax {  3529.3%% ( 10,760,619
Wel cash {used in) financing activities (  17815218) (159424200
MET [MCREASE (DECREASE) IN CASH AND
CASH EQUIYALENTS 99,190,400 { 80,426,013}
CASH AND CASH EQUIVALENTS
AT BEGINWING OF THE YEAR 55,00376 136,226,389
CASH AND CASH EQUIVALENTS
AT ENDIMNO OF THE YEAR 155,090,776 55,800,376
—_—— F—— — — ]
153,400,000

Mumoun Al Najjur Alarma Yarghese Thomas
Chiel Executive Officer Chief Financial Officer

The atteched noles are an Integral pant of these consplidated financial stalements
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

L. INTRODUCTION

Middle East Healthcare Company (MEAHCO) (the "Company™) was a Closed Joint
Stock Company operating under Commercial Registration No, 4030143460 dated Rabic
Al-Thani 06, 1425 corresponding to May 25, 2004.

On Rabia Awal 19, 1437(H) (corresponding to December 30, 2015 (G)) the Company
abtained approval from Capital Market Authority {“CMA") to offer 27,612,000 shares in
an Initial Public Offering and the company shares are listed in the Saudi Stock Exchange
(Tadawul) on Jumada Al-Thani 20, 1437(H) (correspording to March 29, 2016(G) see
note (5). Accordingly, the Company was converted to a Public Joint Stock Company.

The main objective of the Company is managing, operating, maintaining hospitals
Medical Centers, Educational Centers, Rehabilitation Centers, Physiotherapy
Laboratories and X-Rays Centers, Pharmacies, construction and to buy land for the
purpose of constructing medical projects.

The consolidated financial statements consists of Middle East Healthcare Company

(MEAHCO) and its below entities fbranches:

- Saudi German Hospiul — Jeddah operating under Commercial Registration No.
4030124187 issued on dated Safar 5, 1419(H) corresponding to May 30, 1998(G).

- Saudi German Hospital - Riyadh is operating under Commercial Registration No.
1010162269 dated Rajab 24, 1421({H) corresponding lo October 22, 2000(G).

- Saudi German Hospital - Aseer operating under Commercial Registration No.
5855019364 dated Dhul Hijah 28, 1420(H) corresponding to April 3, 2000(G).

Savudi German Hospital — Madinah operating under C.R.No. 4650032396 dated Safar
18, 1423(H) comesponding to May 1, 2002{G}.

- Saudi German Hospital — Dammam operating under C.R.No. 2050105713 dated
Rajab 18, 1436(H) comresponding to May 7, 2015(G).

- Abdul Jaleel Ibrahim Batterjee Sons Development Co. is a branch operating in the
Kingdom of Saudi Arabia under Commercial Registration No. 4030181710 dated
Shaban 4, 1429H comesponding to August 5, 2008.

- Mational Heil Company for Healthcare Co. (NHC) is a closed Joint Stock Company
registered in the Kingdom of Saudi Arabia operating under Commercial Registration
No. 3350019735 issued in Hail on 277/1423H comresponding to 16/2/2007(G). The
registered office of the Company is located in Hail, Kingdom of Saudi Arabia.

Z BASIS OF PREFARATION
Statement of compliance

The accompanying consolidated financial statements have been prepared in accordance
with the Accounting Objectives and Concepls and the Standards of General Presentation
and Disclosure and are in compliance with the accounting Standards issued by the Saudi
Organization of Centified Public Accountants.

Basls of consolidation

The consolidated financial stalements incotporate the financial statements of the
company and enterprises controlled by the company. Control is achieved where the
company has the power to govern the financial and operating policies of an investee
enterprise 50 as to obtain benefits from its activities.

-7



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

MEAHCOD owns 32.33% in NHC. As per the Hospital Management Agreement signed
with NHC, NHC has been consolidated into MEAHCO,

All  significant  inter-company  ftransactions and balances belween  group
branchesfcompany have been eliminated on consolidation,

Basis of measurement

The consolidated financial statements are prepared under the historical cost basis using
the accrual basis of accounting and the going concem concept.

Funclional and Presenlation currency

The consolidated financial statements of the company are presented in Saudi Riyals,
which is the furctional currency of the company.

Accounting records

The company maintaing ils accounting records by computer.

Uses of estimates and judgmenls

The preparation of financial statements requires management to make judgments,
eslimates and assumplions that affect the applications of accounting policies and the
reported amounts of assels, liabilities, income and expenses. Actual results may differ
from these estimates, Estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognized in the peried in which the
estimates arc revised and in any fulure periods affected.

kK SIGNIFICANT ACCOUNTING FOLICIES

Cash and cash equivalents

Cash and cash cquivalents comprise of cash on hand, balance with banks with original
malurities of less than three months.

Account receivables

Accounis receivable are stated at original invoice and less allowance for uncollectible,
An estimate for doubtful accounts is made when collection of the full amount is no
longer probable. Bad debts are written off a5 incurred,

Impairment and uncollectibility of financial assets

An assessment is made at each balance sheet date of determine whether there is objective
evidence that & specific financial asset may be impaired, If such evidence exists, any
impairment loss is recognized in the statement of income. Impairment is determined as
follows:

a} For assels camried at falr value, impairment is the difference between cost and fair
value, less any impairment loss previously recognized in the income statement;

4.



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

b) For assets carried at cost, impairment is the diffecence between camying value and
the present value of future cash Mows discounted at the current market rate of return
for a similar financial assel;

¢} For assets carried at amortized cost, impairment is the difference between camrying
amount and the present value of future cash flows discounted at the original effective
interest rate.

Accoonis payable and accruals

Liabilities are recognized for ameunts to be paid in the future for services received,
whether billed by the supplier or not.

Revenue recognition

Income is recognized upon the delivery of services and customer acceptance, if any, or
the performance of sarvices, net of income discounts,

Expenses

General and administrative expenses include direct and indirect costs not specially part
of direct operating expenses as required under generally accepled accounting principles.
Allocations between direct operaling expenses and general and administrative expenses,
when required, are made on a consistent basis,

Medical supplies

Medical supplies are stated at the lower of cost or net realizable value. Cost is
determined on weighted average basis, Provision is made for obsolete and slow-moving
inventory items.

Property, plant and equipment

Property, plant and cquipment are stated at cost less accumulated depreciation.
Eapenditure on maintenance and repairs is expensed, while expenditure for betterment is
capltalized. Depreciation is provided over the estimated useful lives of the applicable
assets using the straight line method, Leasehold improvements are amortized over the
shorter of the estimated useful life or the remaining leom of the lease. The estimated
rates of depreciation of the principal classes of assats are 3% to 12.5% per year.

Foreign currencies

Transactions in foreign currencies during the year were converied to Saudi Riyals at rates
prevailing at the date of the transaction. Assets and liabilities in foreign cumencics were
converted 1o Saudi Riyals at the rate of exchange prevailing at the balance sheet date,
Differences in exchange are taken into profit and loss account.

End of service benefits

Provision for end of service benefits required by Saudi Arabian labor law, is provided in
the financial statements based on the employees® length of service.

9.



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

MNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

Fakat and Income Tax

The Company is subject to the regulations of the General Authority of Zakat and Tax
{OAZT) in the Kingdom of Saudl Arabia. Zakat and Income Tax is provided on an
accrual basis, Zakat is computed on Zakal base, and Income Tax is computed on
amended net income . Any difference in the estimate is recorded when the final
assessment is approved, at which time the provision is cleared,

Leases

Rentals in respect of operating leases are charged (o the statement of income over the
terms of the operating lease. Leases are classified as capital leases whenever the terms of
the lease transfer substantially all risks and rewards of ewnership to the Company, being
the lessee, Assels held under capital leases are recognized as assels of the Company al
the lower of the present value of the assels as of the date of inception of the lease.

Finance costs, which represent the difference between the total lease obligations and the
lower of the present value of the future minimum lease payments are charged, to the
statement of income over the terms of the relevant Tease in order to produce a constant
periodic rate of charge on the remaining balance of the cbligations for each accounling
period.

.10-



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

a)

b)

RELATED PARTIES TRANSACTIONS

Druring the year, the Company transacted with the following related parties:

- Abdul Jalil Khalid Battegjee Medical Instrumentation Maintenance Co,

Name

Bait Al Batterjee Medical Co.

Bait Al Battecjee Medical College for Science & Technology (BMC)
International Hospitals Construction Co.

Bait Al Batterjee Company for Education and Training

Bait Al Battecjes Pharmaceutical Indusiries Co.

Gulf Youth Company For Investment & Real Estate Development —
(JAN — PRO)
Emirates Healthcare Development Co.

Relationship

Holding Co.
Affiliate
Affiliate
Affiliate
Affiliate
Affiliate

Affiliate
Affiliate

Amount due from related parties represent services rendered in the normal course of
business approved by the managemenl as of December 31, comprised of the following:

2018 2018
SR SR.

Bait Al Batterjes Medical Co. Ltd. - 4,573,992
Bait Al Balterjee Company for Education and

Training 396,894 762,361
Bait Al Batterjee Medical College for Science

& Technology (BMC) - 2277451

Bait Al Batterjee Co. for Fitness — Gold's Gym - 424,431

Emirates Healthcare Development Co, 1,290,474 18,800,720

26,838,935

Total 1,687,368

Amount due 1o related parties represent services in the nermal course of business
approved by the management as of December 31, comprised of the following:

2016 2015
SR. SR.
Bait Al Batterjee Pharmaceutical Industries Co. 5,615,667 2,353,821
Abdul Jalil Khalid Battegjee Medical Instrumentation
Maintenance Co, 1,596,371 1,283,609
International Hospital Construction Co, Lid, 50,688,308 4,747,365
Total 57,900,346 8,384,795

11-



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

MNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

3
1)

b)

FROPERTY, FLANT AND EQUIFMENTS

This item consists of the following:

Balance as at Balance as at
December 31, Deletion/ December 31,
2015 Additlons  Adjustmenis 2016
SR SR SER. SR
COST
Land 181,244,120 - - 181,244,120
Buildings B04,735,527 1L109.776 4,137 B15,841,166
Medical equipment 561,573,309 48,405,351 8,937,231 601,041,629
Motor vehicles 9,641,796 232410 109,156 9,765,050
Non-medical equipment 28,915,004 1,373,238 725873 19,562,399
Office furniture & equipments 112,736,550 6,883,226 15,382 340 104,287,436
Kitchen, Laundry & workshop
equipments 10,343,455 716,608 890,404 10,169,659
AC. Plant and
equipment 23,348,674 614,505 467,729 23,695 450
Electrical equipment 33,358,387 498 891 166,537 33,690,741
Non consumable items 2,796,415 9319419 676,634 1,059,200
Total 1.768,943,267 70,773,624 27,360,041 1.812,356,850
CC CIATION
Buildings 375,746,647 21,188,495 1,586 396,933,556
Medical equipment 386,266,393 27,837,615 8,253,031 405,850,977
Motor vehicles 534,371 680,591 109,155 5,915,807
Non-medical equipment 20,238,834 1,346,621 581,818 21,003,637
Office fumiture & equipments  B4,068,374 5071997 15,073,988 74,066,383
Kitchen, Laondry & workshop
equipments 7481484 414,393 851,845 7,044,032
A.C, Plant and equipment 20,764,854 172 638 443,837 20,688,655
Electrical equipment 28,474,895 589,700 145,992 28,918,603
Non consumable items 1,625,075 1,040,428 492,250 2,173,253
Total Q30,010,927 58,542,478 25,958,502 962,594,903
Met Book Value B38,932 340 E49,761,947

The aforementioned property including land, buildings and equipment of Saudi German
Hospital - Riyadh, Madinah and Hail are mortgaged with Ministry of Finance. SGH JTeddah

and SGH Aseer land and buildings are free from any mortgage.

12



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

NOTES TO THE COMSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

a)

b)

<)

6.2

6.3

6.4

6.5

6.6

LOANS
The followings are the loans obnained from the Ministry of Finance, KSA:

Finance charges frea loan for SGH - Madinah Hospital, this lean transfeered from Bait Al
Batterjee Medical Co. (a related party) to the Company amounted to SR. 49,938,182 to
be repaid in sixteen equal annual installments at SR. 3,125000 starting from
2V 21427H eorresponding to 217172007, SGH - Madinzh land, building & equipments
are mortgaged (o the Ministy of Finance, The net amount is SR 15,563,182 (SH
18,628,182 for 2015).

Finance charges free loan for SGH - Riyadh Hospital loan transferred from Bait Al
Batterjee and Zoheir Ahmed Al Sibae (a related party) to the company amounted Lo SR,
18,750,000, The total amount obtained was SE. 50,000,000 1o be repaid in sixteen equal
installments of SK. 3,125,000 each started from Safar 15, 1426H comesponding Lo March
26, 2005. SGH - Riyadh land, building & equipments are mortgaged o the Ministry of
Finance. The net amount is SR. 9,375,000 (SR. 12,500,000 for 2015).

Finance charges free loan to support construction of Hospital - National Hail Company
for Healthcare (Subsidiary), the total disbursable amount in this respect is SR 69,650,000
which is to be received based on construction progress to the satisfaction of the Ministry
of Finance. The payment will start from the year 2018 in 20 equal annual installments.
National Hail Co. for Healthcare land, building & equipments are morigaged to the
Ministry of Finarnce. The net amount is SK. 47,675,000 (SR. 39,605,000 for 2015).

Loans for SGH - Jeddah Hospitel transferred from Bait Al Batedes (a refated party) to
the Company amounted to SR 89,069,926, Profits paid on these loans are calculated at
agreed rates. The net amount is SR, 57,250,000 (SR. 73,450,000 for 2015).

A loan amount of SE 50,000,000 is received on March 25, 2015 from Samba Financial
CGroup against short term Murabaha financing agreement which is payable in 18 monthiy
installments equal of SR 2,777,778 the last payable amount is on Seplember 16, 2016,
The net amount is SR NIL,

A loan amount of SR 25,000,000 is received on March 24, 2016 from Samba Financial
Group against medium term Murabaha financing agreement which is payable in 1B
monthly installments equal of SR 1,388,88% the last payable amount is on September 14,
2017, The net amount is SE 12,500,000, (SR NIL for 2015)

A loan amount of SR 25,000,000 is received on May 17, 2016 from Samba Financial
Croup against medium term Murabaha financing agreement which is payable in 13
monthly installments equal of SR 1,388,889 the last payable amount is on Movember 08,
2017, The net amount is SR 15,277,778, (SR NIL for 2015)

A loan amount of SR 200,000,000 is received on July 24, 2016 from Samba Financial
Group apainst medium term Murabaha financing agreement which is payable in 8
quarterly installments equal of SR 25,000,000 the last payable amount is on July 24,
2018. The net amount is SR 175,000,000, (SE NIL for 2015)

.13-



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

6.7

6.8

The Company has secured a teom facility- Islamic Financing Murabaha- from Samba
Financial Group for part funding the construction of hospital project at Dammam,
amounting to SR 300 Million. The loan will be draw down over a period of three years
started from 27122016 and the first repayment in June 2020 and last payment in
December 2026. The loan is repayable over 14 semi-annual installments. (Balance as on
31-12-2016 is NIL).

The bank facilities from Mote (6.2) 1o (6.7) are secured by the promissory note from the
Company.

The outstanding balances of the said loans at the balance sheet date are SR, 332,640,960
(SE. 169,243,182 for 2015) classified in the balance sheet as follows:

2018 2015

SE. SH.
Loan frem Ministry of Finance 72613182 70,793,182
Loans from Comunercial Banks 160,027,778 98,450,000

Total 332,640,560 169,243,182

Short term and current portion of long teem loan 187,527,778} { 95,950,000)
Long term loan 145,113,182 73,203,182

CAFITAL

The authorized, issued and paid-up capitzl of the Company was SR. 767,000,000 divided
into 76,700,000 equal shares at SR. (10} each out of which 4,204,000 shares issued in
cash and T2,496,000 shares in kind. On May 17, 2015, the Shareholders in their
extraprdinary General meeting approved the increase of Capital and obtained the approval
of the Ministry of Commerce to be 92,040,000 shares of SR 10 each amounting to SR
920,400,000 by issuance of | bonus share for every 5 shares held.

The Article of Association of the Company was amended and duly authorized to reflect
the change in capitsl,

On December 30, 2015 the company obtained approval from Capital Market Authority
("CMA") to offer 27,612,000 shares representing 30% of the company”s share capital in
an Inftial Public Offering and these shares were offered to the public, Accordingly the
shareholders diluted their shareholding to the extent of 30%. The company shares are
listed in the Saudi Stock Exchange (Tadawul) on March 29, 2016,

STATUTORY RESERVE

In accerdance with the Regulations for Companies in Saudi Arabla, the Company
establishes a statutory reserve by the appropriztion of 10% of nel income until the reserve
equals 3% of the share capital. This reserve is not avallable for dividend distribution.
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
A PUBLIC JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2006

10.

11.

12.

NON- CONTROLLING INTERESTS

This item represents 67.67% shareholding by other shareholders in National Hail
Company for Healthcare Co. and the Company holds 32, 33% shares,

EARNINGS PER SHARE

Eamings per share are computed by dividing the net profit for the year by the weighted
average number of shares outstanding during the year,

Eamnings per share from the continuing main operations are computed by dividing net
profit excluding other income for the year by the weighted average number of shares
outstanding during the year.

DIVIDEND DISTRIBUTION

The board of dicectors at their meeting held on 19/04/2016{G) comesponding to
12/07/1437(H) proposed a cash dividend of SR 2 per share amounting to SR 184.08
million for the year ended 31 December 2015 which was subsequently approved by the
shareholder in the General Assembly Meeting held on 29/06/2016(G) comresponding to
24109/ 1437(H).

GENERAL AND ADMINISTRATIVE EXPENSES
This (tem consists of the following:

2016 2015

SR Sk,
Staff salaries and bencfits 164,844,733 150,534, 310
Cffice supplies 7,752,127 10,144,435
Staff residential eapenses 18,951,015 16,268, 486
Staff medical expenses 18,948,846 17,135,806
Traveling 23992612 23,786,489
Repair and maintenance 4,481,711 6,411,067
Postage, telephone and internct 4.921,534 3.853,172
Security 6,937,939 4,776,158
Insurance 1,521,924 1,213,619
Audit and consultancy fees 14,841,321 11,952,077
Bank charges 1,133,664 951,582
Director’s remuneration 3,037,000 1,453,000
Other administrative expenses 12,212,003 13,077,591
Total 283,576,420 261,597,992
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCQ)
A PUBLIC JOINT STOCK COMPANY

WNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

13,  ZAKAT & INCOME TAX

General Authorlty for Zakat & Tax (GAZT) vide approval letter dated &/11/1437H
corresponding to H82016G has granted exemption from paying income tax on the
share of profits of Intemational Finance Corporation (IFC) the foreign shareholder in
MEAHCO, Accordingly, the company is not tequired to pay income tax from the year
2016 onwards on the share of IFC profit. An amount of SAR 13,552,448 income tax
paid earlier has been credited to equity account and considered as advance paid 1o
GAZIT which will be adjusted from future zakat & tax lisbility of the company.

a) Zakal due for the company for the year 2016 iz 3,929,362 and (Zakat & Tax SE.
10,760,619 for the year 2015).

b) Zakat for subsidiary for 2016 is SR. 47,860 (SR. 2,116 for the year 2015).

) Zakat assessment for the years 2005 to 2015 are under process and company
obtained temporary Zakat Certificate for the year 2015,

14.  FINANCIAL COMMITMENTS
The Company has the following commitments at the balance sheet date:

2016 20158
SR, SR.
Letters of credit and guaraniee 5117370 6,114,696

I5.  PUSINESS SEGMENTS
As per the Company’s intemal policy the main business is segmented into the following

categories:
2016 1015
SR. SR.
In-Patient revenue 916,442,990 857,243,310
Out-Patient revenue 397,662,117 383.669.322
Pharmaceuticals revenue 250,763,359 217022770
Ancillary & Trading revenue - Net 20,772,688 16,586,574

Toal 1,615,641,154 1,534,527,976
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16.

7.

18,

RISK MANAGEMENT
Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial loss. The company secks to limit
its credit risk with respect to customers by setting credit limits for individual customers
and by moniloring outstanding receivables,

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates. The company is subject to fluctuations in foreign
exchange rates in the normal course of its business. The company did not undertake
significant transactions in currencies other than Saudi Riyals and US Dollars, during the
year.

Liquidity risk

Liquidity risk also to as funding risk {5 the risk that an enterprises will encounter
difficulty in raising funds to meel commiltments associated with financial instruments.
Liquidity risk may result from an inabllity to sell a financial asset quickly at close to its
fair value,

Liquidity requirements are monitored on a regular basis and the management ensures that
sufficient funds are available to meet any future commitments.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled
between knowledgeable willing parties in an arm’s length transaction. The company's
financial assets consist of cash and bank balances and receivables, its financial liabilities
consist of payables, accrued expenses and shorl and long term loans.

The fair values of financial instruments are not materially different from their camying
values.

IMPAIRMENT AND SIGNIFICANT ACCOUNTING JUDGMENTS AND
ESTIMATES

Accounts receivable

The allowance in respect of trade receivables is used to record impairment losses unless
the company is satisfied that no recovery of the amount owing is possible; at that point
the amounts considered imecoverable are wrilten off against the financial asset directly.
For individually significant amounts estimation is performed on an individual basis.
Amounts which are not individually significant, but which are past due, are assessed
collectively and a provision applied according to the length of time past due, hased on
historical recovery basis.
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MOTES TO THE COMSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2016

18.

Inventories

Inventories are held at the lower of cost and net realizable value, When inventories
become old or obsolete, an estimate is made of their net realizable value. For
individually significant amounts this estimation is performed on an individual basis.
Inventories which are not individually significant, but which are old or obsolete, are
assessed collectively and a provision applied according to the invenlory type and the
degree of ageing or obsolescence, based on historical cost.

Froperty and equipment

The camrying value of the company's property and equipment are reviewed at each
balance sheet date, to determine whether there is any indication of impairment. If any
such indication exists, the asset’s recoverable amount is estimated and an impairment
loss, being the excess of the camrying amount over the recoverable amount, is recognized.
Impalrment losses are recognizad in the statement of income.

COMPARATIVE FIGURES

Certain figures of previous year have been reclassified to conform with the presentation
in the current year,



