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TO: SHAREHOLDERS OF
AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying interim condensed statement of financial position of Al Hammadi
Company For Development And lavestment (A Saudi Joint Stock Company) (“the Company™) as at 30
June 2017 and the related interim condensed statements of income and comprehensive income for three-month
and six-month periods ended June 30. 2017 and interim condensed statements of changes in shareholders'
¢quity and cash flows for the six-month period then ended at that date. and the notes from (1) to (8) which are
an integral part of these interim condensed financial statements, These interim condensed financial statements
are the responsibility of the Company's management and have been prepared by them in accordance with
International Accounting Standard (34) “Interim Financial Reporting™ and International Financial Reporting
Standard (1) “First-time Adoption Of International Financial Reporting Standard™ that are endorsed in the
Kingdom of Saudi Arabia. Our responsibility is to express a conclusion on these interim condensed financial
statements based an our review.

Scope of Review

We conducted our limited review in accordance with the Intemnational Standards on Review Engagement -
2410, “Review of Interim Financial Information Perfarmed by the Independent Auditor of the Entity”, as
endorsed in Kingdom of Saudi Arabia. A review consists principally of applying analytical procedures to
financial data and information and making inquiries of persons responsible for financial and accounting
matters. It is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing, as endorsed in Kingdom of Saudi Arabia, and conscquently does not enable us to obtain assurance
that we would become aware of all significant matters that might me identified in an audit. Accordingly, we do
not express and opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
condensed financial statements are not prepared. in all material respects, in accordance with International
Accounting Standard (34) “Interim Financial Reporting™ and International Financial Reporting Standard (1)
“First-time Adoption of International Financial Reporting Standards™ that are endorsed in the Kingdom of
Saudi Arahia.

AlAzom & A

S
Centified Pubhic Accountang

=
Salman B. AlSudairy
24 Dhul Qadah 1438H (August 16.2017) License No. 283
Riyadh, kingdom of Saudi Arabia
Saiman B AlSudairy Audd. Tax & consuliants Abdufiah M. AlAzem

Licencse No 283 License No 335



AL HAMMAD! COMPANY FOR DEVELOPMENT AND INVESTMENT

{A Saudi Joint Stock Gompany)

Intarim condensed statement of incomo
{All amounis in Saudi Riyals unless otherwise staled)

Clinic service revantes

Sale of goods revenua - phamacy
Ravenue

Cost of ravenue
Gross profit

Administralive expenses
Other opemting income
Operating profit

Finance chargas
Profit befora zakat

Zakal expense
Profit for the perlod

Earnings per share (Saudi Riyals):
Basic and diluled profil for the period

stiributable to ordinary equity holders

Three-month period ended Juna 30,

Six-month poriod ended June 30,

Note 2017 2016 2017 2016
{Unauditad} (Unaudited) {Unauditad) {Unauditad)
147,453,645 118,699,270 298,191,707 243,285,073
29,285779 18,377,486 58,743,117 38,956 052
176,709,424 138,076,756 356,934,824 282,241,125
{118,554,910) (80,521,519) ]236,759,951] {169,937.11 4)
58,154,514 57,555,237 120,174,973 112,303,411
{25,271,005) (29,928,045) (53,684,818} (58.014,322)

961,656 1,617,248 2,010,487 25952383

33,845,165 28,144,440 68,500,542 56,884,452
{4,985,371) (6,2683,118) (8.676,000) (10,817 877)
28,855,794 22,881,321 59,824,542 45 268,775
{3,200.000) {2,250.000) {6,200.000) (4,500,000)
25,655,794 20,631,321 53,624,542 41,786,775

6 0.21 0.17 0.45 0.35

The noles on pages 7 o 17 form an integral part of these intarim condensed financial siatements



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudi Joint Stock Campany)

|nterim condensad etatemont of comprohensive income

(Ali emounts in Saudi Riyals unless othewise slated)

Three-month period ended June 30, Six-month period snded June 30

Note 2017 2016 2017 2016
{Unaudited} (Unaudited) {Unaudited) {Unauditad)
Profit for the peried 25,655,794 20,631,321 53,624,542 41,766,775
ltems that wil! not be reclassified
back to Incoma statoment In
subsequant pariods:
Re-measurement loss on defined
benefit pian 4 {2,143,155) {291.542) [335,685) (583,084)
Othar comprehansive losa for tha
periad {2,143,155) {291.542) {338,685) {583.084)

Total comprehensive Income for the
period 23,512,639 20,338,778 53,287,857 41,183.691

M

The noles on pages 7 to 17 form an integral part of these interim condensed financial slalements



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT

(A Saudi Joint Stock Company)
Interim condensed balance shest

{All amounts in Saudi Riyals unless otharwise stated)

Assets
Non-currant asgets
Property and equipment

Current assets

Inventories

Trade receivables

Prepaymants and other currant assets
Amounts due from relaled parlies
Cash and cash equivalenis

Total agseta

Shareholders' Equity
Share capital

Statulory resarve

Retsined eamings

Total Shareholders’ equlty

Liabilities

Non-current llabilities

Long-lerm loans- Non current portion
Employeas’ end of service benefils
Gavernmenl grants- Non current portion

Current liabilitles

Accounis payable

Accrued expenses and other llabllities
Amounis due to relaled parties
Short-lerm revolving Ioan-Current porticn
Long-term loans -Current poriion
Government grants

Zakal payabia

Tatal liabilities

Total Shareholdere’ aquity and liabllities

Notes

4.5

June 30,2017 December 31, 2016
(Unauditad) (Unoudited)
1,723.056.688 1,650 548,581
26,768,545 32,104 516
540,538,899 430,470,500
15,807,583 18,503,711
216,220 248,308
44,345,421 12,806,686
627,676,658 491,933,711
2,350,735,156 2,142.482,262
1,200,000,000 1,200,000,000
27,423,254 22,080,800
185,512,230 147,588,827
1,422,935 484 1,369,847 ,627
489,088,856 370,777,036
44,837,631 40,588,187
146,747.224 148,471,675
6680.474.711 555,834 808
47,425,742 37,775,637
67,406,167 47,650,397
524,983 431,448
50,000,000 50,000,000
60,053,493 61,428,509
3,448,906 3,448,906
18,464,870 12,264 870
247,325,161 212,989 767
927,789,872 772 B34 585
2,350,735,356 2,142 482 292

Tha notes an pages 7 to 17 form an integral part of thase inlafim condensed financial statements



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT

(A Saudi Jolnt Stock Company)

Interim condensed statement of changas in Sharshalders® equity
(All amounts In Saudi Riyals unless otherwise sta'ed)

As at January 1, 2016 {Unaudited)

Profit for the period

Other comprahensiva lasg

Totsl comprehensive income for the period

Transfer to statulory reserve
Accrued dividends

As 2t Juna 30, 2016 {Unaudited)

Az at January 1, 2017 (Unaudited)

Profit for the paried

Other comprehensiva loss

Tota! comprahenzive incoms for the period

Transfer to statulory reserve

As st Junas 30, 2017 (Unauditad)

Statutary Ratained
Share capital resarve earnings Tolal equity
1.200,000,C00 14,592,866 173,265,781 1,387,858,647

- = 41,768,775 41,768,775

- - {583.084) (583,084)

— - 41,183,891 41,183 651

- 4 175878 (4.176.678) -

- - {50.000.000) {90.000,000)
1,200.060,000 18,759,544 120,272,794 1.339,042,338
1,200,000,000 22,060,800 147,588,827 $.368,847,627

- - 53,624,542 53,624,642

- - {136,685 336,685

= - 53,287,857 83,287,887

= 5,362,454 {5,362,454) =
1,200,000,000 27,423,254 195,612,230 1,422,915.484

The notes on pages 7 to 17 form an integral part of these inlerim condensed financial stalements



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT

(A 8audi Joint Stock Company)
Intarim condensed statement of cash flows

{Alt amounts in Saudi Riyals uniess otharwise slated)

For the Six-month parlod endad Juna 30

2047 2018
{Unaudited) {Unaudited)
Cash flows from operating activitles
Profit for tha perod before zakat 598,824,542 48,239 775
Adjustments to reconcile profil belore zakal tc nai cash
flows generalad from {used in) operating activilies:
Depraclation of proparty and eguipment 26,084,820 26,444,787
Provisian for daubthul debls 19,544,025 12,011,510
Finance charges 8,676,000 10,617,677
Governmeni grant release {1.724,451) (1,273,507)
Employees’ end of service benafits 5,989,572 5,365,848
Working capital adjusiments
Trade receivables {128,612,415) {125,731,875)
Inventories 5,335,974 {1,167.052)
Net change in relaled parties 125,624 -
Prepayments and ather current assels 696,128 (3,641,522)
Accounis payables 9,651,105 (12,878,027)
Accrued expenses and other curren! liabililies 17,949,300 (6,086,3685)
Employees' end of sarvica benefits paid {3,145,633) (1,015,082)
Zakat paid - {B.767,709)
Net cash flows generaled (rom {used in) operating
aclivities 19,394,588 {50,881,574)
Cash flows from invasting activity
Additions lo property and equipment, nal 96,810,151) {70,368,907)
Nat cash flows used in invesling activity 96,810,151) (70,369,807
Cash flows from financing activities
Proceeds from bank bormowings 141,927,804 153,233,875
Repayment of bank borrowings {25,000,000) (75,000,000)
Finance charges paid 7,783,486} {7,020,106)
Net cash flows generaled from financing activities 109,154 318 71,213.869
Nat changas in cash and cash equivalents 31,738,766 (59.037,612)
Cash and cash equivalents, at beginning of peried __ 12,606,666 89,343 477
Cash and caeh equivalants, at end of period 44,345 421 30,305.885
Non cash transaction
Finance charge cn government loans 2,655,596 -
Re-measurement loss on defined benefil plan 336,685 583,084

e

b}r"'

-

Tha notes on pages 7 1o 17 form an integral pan of these inlefim condensed financial slatemenls



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
{A Saudi Joint Stock Company)

Notes to The interim condensad financial statements

for the Six-month peried ended June 30, 2017

(All amounts in Saudi Riyals unless otherwise stated)

General information

Al Hammadi Company for Davelopment and Investment (the “Company”) was established as a limited liability
company under Commercial Registration No. 1010198714 issued on Safar 23, 1425H (comesponding lo
April 13, 2004) in Riyadh. On Ramadan 18, 1428H (corresponding to September 16, 2008), the Ministry of
Commerte and Investment Issued the order No. Q/316 to approve the Company's conversion to a Closed
Joint Stock Company.

The Company was converted to a public listed company after obtaining the approval from the Capital Market
Aulherity on Rajab 20, 1435H (corresponding to May 19, 2014) by issuing 22.5 million shares in an Initial
Public Offering (*IPO") at Saudi Riyals 10 per share.

The Company's registered address is Al Olaya, P.O. Box 55004, Riyadh 11534, Saudi Arabia.
The principal activities of the Company are to engage in the activities of:

wholesale and retail trading of medical equipment;

establishing, maintaining, managing and operating hospita’s and medical centers;

wholesale and retail frading of food and beverages;

purchasing and rentals of landa for constructing buildings and investing them by means of selling or
renling in favor of the Company;

inHtiating or sharing in different industrial projects;

initiating commercial centers, operating, and maintaining them; and

= construction and bullding work and maintaining the same in Saudi Arabia.

These interim condensed financial statements also include the resulls of operations of the Company's
branches, each operaling under separate commercial registrations as below:

Commercial
Branch name Registration No, City Status
Al Hammadi Hospital, Olaya* 1010263026 Riyadh  Active
Al Hammadi Hospital, AlSuwaidi 1010374268 Riyadh Active
Al Hammadi Hospital, Al-Nuzha** 1010374270 Riyadh Experimental operations
Al Hammadi for Maintenance and Operations 1010374273 Riyadh  No activity

- On February 7, 2018, the Company announced an electrical contact incident in the electricity circuil
breakers room at the basement of Al Hammadi Hospital, Olaya branch building. Accordingly, the
Company evacuated all patients until completion of the maintenance works. The Company obtained all
required approvals from the concemed authorities to re-open the Olaya branch after the completion of
the maintenance work on August 7, 2016. The Company announced on Tadawul that the estimated
financial effect resulting from the period of closing the hospital to the re-opening was approximately
Saudi Riyals 20 million. The Company actually incurred a total amount of approximately Saudi Riyals
11.5 million as maintenance and safety works cost as a result of this incident, which was capitalized as
part of property and equipment during the year ended December 31, 2016. Tha company was
compensated Saudi Riyals 6.8 million for this fire by the insurance company on 5 July 2017.

**  On March 13, 2017, the Company announced on Tadawul the completian of the construction work of Al
Hammadi Hospita! Al-Nuzha branch and commencing the test run starting from March 13, 2017 by
operaling the medical and eleciromechanical equipment for testing and calibration purpose and
continuas working on completing the required medical and administrative staff for commercial run. The
Company will announce the commencement of the commercial run later afier oblaining all required
licenses from the concerned authorities.

The Company's Board of Direclors approved the accompanying interim condensed financial statemenis
for issuance on 24 Dhul Qadah 1438H (August16,.2017).



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudi Joint Stock Company)

Notes to The interim condensead financial statements

for the Six-month period ended June 30, 2017

(Al amounts in Saudi Riyals uniless otherwise stated)

Summary of significant accounting policles

The principal accounting policies applied by the Company in preparing these interim condensed financial
statement are sel out below:

2.1 Basis of preparation
2.1.1 First time adoption of International Financial Reporting Standards (“IFRS")

The interim condensed financial statements for the period ended 30 June 2017, have been prepared in
accordance with IAS (34) "Inlerim Financial Reporting” adopted in Kingdom of Saudi Arabia for part of the
period covered by annual financial statement for the first time in accordance with Intemnational Financial
Reporting Standards (IFRS) that are endorsed in the Kingdom of Saudi Arabia and other slandards and
pronouncements issued by Saudi Organization for Certified Public Accountants (SOCPA} which have been
applied and IFRS (1) "Adoption of Intemnational Financial Reporting Standards for the First Time".

The interim condensed financial statements don't contain all the information and disclosures that should be
included in the annual financial stztements in accordance with the International Financial Reporting Standards
(IFRS) that are endorsed in the Kingdom of Saud| Arabia and other standards and pronouncements issued by
Saudi Organization for Certified Public Accountants.

The preparation of the interim condensed financial statements in conformity with IFRS requires the use of
cerain critical accounting estimates. It also requires management (o exercise its judgment in the process of
applying the Company’s accounting policles as set out in Noles 2.2 to 2.22. The areas involving a higher
degrea of judgment or complexity, or areas where assumptions and eslimates are significant lo the interim
condensed financial statements are disclosed in Note 3,

The Company's interim results may not be indicative of the annual resuits for the year.
2.1.2 Historical Cost Convention
These Interim condensed financial statements have been prepared under the historical cost convention.

The estimates at Juna 30, 2017 and 31 Dec 2016. are consistent with those made for the same dates in
accordance with SOCPA (after adjustments to reflect any differances in accounting policies) apart from the
following item where application of SOCPA did not require estimation:

¢  Pensions and other post-employment benefits;

The estimates used by the Company to present these amounts in accordance with IFRS as endorsed in the
Kingdom of Saudi Arabia reflect conditions as of June 30, 2017 and 31 December 2016.

New and amended standards adopted by the Company

A number of new or amended standards became applicable for the current reporting period. Howaver, the
Company did not have to change its accounting policles or make retrospective adjustments as & resull of
adopting these standards.

New standards, amendments and interpretation issued but not effeclive for the financial year beginning
January 1, 2017 and not approach for an early adopted by the Company.

= [FRS 9 'Financial instruments’ addresses the classification, measurement and recognition of financial
assets and financial liabilities, introduces new rules for hedge accounting and a new impairment model
for financial assets, The Company has decided not to adopt IFRS 8 unlil it becomes mandatory on 1
January 2018, The Company does not expact the new guidance to have a significant impact on the
classification and measurement of its financial assels.

¢ IFRS 15, 'Revenue from contracts with customaers' deals with revenue recognition and eslablishes
principles for reporting useful information to users of financiai stalements about the nature, amount,
timing and uncertainty of revenue and cash flows arising from an enlity's contracts with customers.
Revenue Is recognized when a customer obtains control of a good or service and thus has the ability to



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
{A Saudi Joint Stock Company)

Notes to The Iinterim condensed financial statements

for the Six-month period ended June 30, 2017

{All amounts in Saudi Riyals unless otherwise stated)

dirsct the use and obtain the benefits from the good or service. The standard will replace the exisling 1AS
18 'Revenue’ and IAS 11 'Construction contracts’ and related Interpretations. The standard is effective
for annual periods beginning on or after 1 January 2018 and earlier application is permitted. The
Company is currently assessing the full impact of IFRS 15.

» IFRS 16 "Leases", sats out the principles for the recognition, measurement, presentation and disclosure
of leases. All jeases result in tha lessee oblaining the right to use an asset at the starl of the lease and, If
lease payments are made over time, also obtaining financing. Accordingly, IFRS 18 eliminates the
classification of leases as either operating leasas or finance leases as is required by IAS 17 and, instead,
introduces a single lessee accounting mode!l. Lessees will be required to recognize: (a) assels and
labllities for all isases with a term of more than 12 months, unless the underlying asset s of low value;
and (b) depreciation of lease assets separately from interest on lease liabilities in the income statement.
IFRS 18 substantlally carries forward the lessor accounting requirements in IAS 17. Accordingly, a lessor
continues to classify ils leases as operating leases or finance leases, and to account for those two types
of leases differently. The standard is effective for accounting periods beginning on or afler 1 January
2019. The Campany is currently assessing the full impact of IFRS 16.

There are no other standards that are not yet effective and that would be expacted to have a material impact
on the Company in the current or future reporting pericds and on foreseeable fulure transactions.

2.2 Foreign currency translation
(s} Functional and presentation cumency

items included in the interim condensed financial statements of the Company are measured using the
currency of the primary economic environment in which the entities operale (‘the functional curency”). These
interim condensed financial statements are presented in Saudi Riyals, which is the Company's functional and
presentation currency.

(b} Transactions and balences

Forelgn currency transactions are translated into the funclional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the seltlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the interim condensed statement of income.

2.3 Proparty and equipment

Property and equipment is stated at historical cost less accumulated depreciation. The cost of property and
equipment is its purchase cost together with any incidental costs of acquisilion, and where applicable,
borrowing costs.

Subsequent costs are Included in the asset's carmying amount or recognized as a separaie asset, as
appropriate, only whan it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. Al other repairs and maintenance cosis are
charged to the interim condensed statement of income during the financial period in which they are incurred.

The assels’ residual values and useful lives are reviewed, and adjusted if appropriate, al each balance sheet
date. An asset's camying amount is written down immediately to its recoverable amount if the assel’s camrying
amount is greater than its estimated recoverable amount.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method, at rates
calculated to reduce the cost of assets to their estimated residual value over their expected useful lives as
{oliows:

Type of asset Years
Buildings 33
Equipment and tools 10-20
Furniture, fixtures and office equipment 4-10
Vehicles 4



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudt Joint Stock Company)

Notes to The interim condensad financial statements

for the Six-month period ended June 30, 2017

{All amounts in Saudi Riyals unless otherwise slated)

Any expenditure thal resulis in the maintenance of property to an acceptable standard or specification Is
treated as repairs and maintenance and is expensed in the period in which it is incurred.

Gains and losses on disposals ara determined by comparing proceeds with the assel's carrying amount and
are recognized in the interim condensed stalement of income within “other operating income/expenses’ when
the disposals are to third parties,

Capital work-in-progress is slated at cost and includes property that Is being developed for future use. When
commissioned, capital work-in-progress is transferred to the respective calegory within property and
equipment, and depreciated in accordance with the Company's policy.

2.4 Impairment of non-financial assets

Assets that are subject lo depreciation or amortization are reviewed for impairment whenevar events or
changes in circumstances indicate thal the carrying value may not be recoverable. An impairment loss is
recognized for the amount by which the assel’s camying amount exceeds Its recoverable amount. The
recoverable amount is the higher of the asset's fair value less costs to sell and value in use.

For the purposes of assessing Impairment, assels are grouped at the lowest levels for which there are
separalely |dentifiable cash flows ("cash generating unils”). Non-financial assels that suffered impairment are
raviewed for possible reversal of Ihe impairment at each reporting date.

2.5 Inventories

Inventories are stated at the lower of cost and estimated net realizable value. The cost of inventories is based
on the weighled average cosl method and includes expenditure incurred in acquiring the inventories and
bringing them to their existing location and condition.

Net realizable value is the estimated selling price in the ordinary course of business less applicabla variable
selling expenses.

2.6 Trade receivables

Trade recelvables are initially recognized at fair value and subsequently measured at amortized cost using the
effective inlerest method, less provision for impalment. A provision for impairment of trade receivables is
established when there is objectiva avidence thal the Company will not be able to collect all amounis due
according to the original terms of receivables.

The criteria that the Company uses o determine that there is objective evidence of an impairment loss
include:;

=  Significant financial difficulty of the customer;

»  Abreach of conlract, such as a default or delinquency in payments; or

¢ It becomes probable that the counterparty will enter bankruptcy or other financial reorganization,

The Company first assesses whether objective evidence of impairment exisis.

The amount of the provision is the difference between the assel’'s carrying amount and the present value of
estimated future cash flows, discounled at the effective interest rate. The camying amount of the assel is
reduced through the use of a provision for impairment account, and the amount of the loss is recognized in the
interim condensed stalement of income within ‘administrative expenses’. When a trade receivable is
uncollectible, it is writtan off against the provision for impairment account for trade receivables. Subsequent
recoveries of amounis previously written off are credited in the interim condensed statement of income within
‘administrative expenses’,

2.7 Cash and cash equivalents

Cash and cash equivalents include cash in hand and at banks and other short-term liquid investments, if any,
with original maturities of three months or less from purchase date.

10



Al. HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
{A Saudi Joint Stock Company)

Nctes to The interim condensed financial statements

for the Six-month period anded June 30, 2017

{(All amounts in Saudi Riyals unless otherwise staled)

2.8 Financial assets

The Company classifies its financial assets as loans and receivables. Management detemmines the
classification of its financial assets at initial recognition.

Loans and receivabloes

Loans and receivables are non-derivative financial assels with fixed or determinable payments that are not
quoled in an active market. They are included in current assets, except for maturities greater than 12 months
after the end of the reporting period. These are classified as non-curent assets. The Company’s loans and
raceivables comprise cash and cash equivalenis, trade and other recelvables and due from related parties In
the interim condensed balance sheet.

Loans and receivables are initially measured al fair value and subsequently carried at amortized cost using the
effective interest method. The Company assesses, al each balance sheet date, whether there is objective
evidence that financial assels are impaired. Impairment festing of trade receivables Is described in Note 2.6.

2.9 Equity
The Company has issued ordinary shares that are classified as equily.
2.10 Statutory reserve

In accordance with the Regulations for Companies and the Company's By-Laws, 10% of the annual net
income is required to be transferred to a statulory reserve until this reserve equals 50% of the share capital,
which was reduced later on May B, 2016 to 30% under the new Regulations for Companies. This reserve is
currently not available for distribution to the shareholders. The Company is in the process of updating its By-
Laws.

2.11 Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently
slated at amontized cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognized in the interim condansed stalement of income over the period of the borrowings using the
effective interest method,

Bormowings are classified as cumrent liabilities unless the Company has an unconditional right to defer
settiement of the liability for at least twelve months after the balance sheet date.

2.12 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assels that nacessarily take a substantial paricd of fime to get ready for their intended use or sale, are
added to the cost of those assets, until such time as the assets are substantially ready for their intended use
or sale.

All other borrowing costs are recognized in the interim condensed staterent of income in the peried in which
they are incurred.

2.13 Government grants

Govemnment granis are recognized where there is reasonable assurancs that the grant will be received and all
attached conditions will be complied with. When the grant relates to an expense item, il Is recognized as
income on a syslematic basis over the periods that the cosis, which it is intended lo compensale, are
expensad. Where the grant relales to an assel, it is recognized as income in equal amounts over the expected
usaful fife of the related assat.

The Company has received interest free loans from the Ministry of Finance with a condition to use the
proceeds only for the purpose of the construction of the hospital buildingsand purchase of medical equipment.
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 interim condensed
siatement of income over the same period as the depreciation of the relevant asset.

n



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudi Joint Stock Company)

Notes to The interim condansed financial statements

for the Six-month period ended June 30, 2017

{All amounts in Saudi Riyals unless othaerwise stated)

2.14 Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year
or less from the balance sheet date (or in the normal operaling cycle of the business if longer). If not, they are
prasented as non-current liabilities.

Trade payables are recognized initially al fair value and subsequently measured at amortized cost using the
effective interest meathod.

2.15 Provision and accruals for amployees’ banefits

An accrual is made for employees for estimated fability for their entittement to annual leave and leave
passage as a result of services rendared up lo the balance sheet dale. The Companyoperates a single posl-
employment benefit scheme driven by the Saudi Labour and Workman Law for their periods of service up to
the balance sheel date.

The post-employment benefits plan is not funded. The valuation of the obligation is carried out by an
independent actuary based on the projected unit credit method, The costs relating to such plan pritnarily
consist of the present value of the benefits attributed on an equat basis to each year of service and the interest
on this obligation in respect of employee service in previous years.

Current and past service cosis related to post-employment benefits are recognized immediately in the interim
condensed statement of income while unwinding of the liability at discount rates used are recorded as finance
charges. Any changes in net fiability due to actuarial valuations and changes in assumplions are taken as re-
measurement in comprehensive income.

Changes in the present value of the defined benefit obligation resulting from plan amendments or curtailments
are recognized immediately in the interim condensed statement of income as past service cost.

The accruals relating to annual leave and leave passage is disclosed as a cumrent fiability, while that relating to
employees' end of service benefils s disclosed as a non-current liability.

2.16 Zakat

The Company is subject to zakat in accordance with the regulations of the General Authority of Zakat and Tax
(the “GAZT™). Zakat Is calculated based on higher of estimated zakat base and adjusted net profit and charged
fo profit or loss. Additional zakat, if any, is accounted for when determined to be required for payment.

Zakat expense is recognized in each interim period based on the best estimate of the annual zakat charge
expacted for the full financial year. Amounts accrued for zakat expense in one interim period may have to be
adjusted in a subsequent interim pariod of that financial year if the estimate of the annual charge changes.

2.17 Revenue

The Company recognizes revenue when the amount of revenue can be reliably measured, when it is probable
that fulure economic benefits will flow to the Company and when specific criteria have been met for each of
the Company's activities, as described below:

Chinic service revenuss

Clinic service revenue ptfimarily comprises fees charged for inpatient and outpatient hospital services.
Services include charges for medical consultation, radiology, clinical laboralory, accommodation and physical
therapy service. Clinic ravenues are rscognized when, and to the extent that, performance of a medical
service occurs, and is measured at the fair value of the consideration received or receivable. Fees ara
calculated and billad based on various pricelist agreements. The Company has determined that it is acting as
principal in these arrangements as it has the rasponasibility for providing the medical servicas to the patient, it
sets the prices for the clinic services which are provided, it bears the credit risk and it bears the risk of
providing the medical service.
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Notes to The intsrim condensed financial statements
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(All amounts in Saudi Riyals unless otherwise stated)

Sale of goods ravenue- Pharmacy

Sale of goods - Phammacy represents sale of pharmaceutical and other medical products. Whilst the Company
does not establish the prices for pharmaceutical products as the selling prices are fixed by the Ministry of
Health, it is considered to be acting as a principal in respect of these sales because It actually provides the
products and bears the inventory and cradit risks. Revenue from the sale of goods - Pharmacy is therefore
recognized when the significant risks and rewards of ownership of the goods have passed to the buyer which
is on the point of sale. Significant risk is passed to the buyer at the point of sale.

2.18 Administrative expenses

Administrative expenses includa direct and indirect costs not specifically part of cost of revenues. Allocations
between general and adminisirative expenses and cost of revenues, when required, is made on a consistant
basis.

2.19 Segment reporting

Operating segments are reported in a manner consistent with the inlemal reporling provided to the chief
operaling decision-maker. The chief operating decisian-maker, who is responsible for allocating resources and
assessing performance of the operaling segments, has been identified as theChief Operating Officer that
makes strategic decisions.

2.20 Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lasser are
classified as operaling leases. Paymenls made under operating leases {net of any Incentivas received from
the lesser) are charged to the interim condensed statement of income on a straight-line basis aver the period
of the leass.

2.21 Current versus non-current classification

The Company presents its assets and liabilities in the Interim condensed balance sheet based on a
current/non-current classification.

An asset is current whenit is:

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

+  Expected to be realized within 12 months after the reporling 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 assels.

A ltability is current whan i Is:

s  Expected to be settled in the normal operating cycle;

. Due to be sefled within 12 months after the reporting period; or

s When there is no unconditional right to defer the settiement of the liability for at least 12 months after the
reporling period.

All other liabllities are classified as non-current liabilities.
2.22 Dividend distribution

Dividend distribution to the Company's shareholders is recognized as a lability in the interim condensed
financial statements in the period in which the dividends are approved by the Company's shareholders.
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AL HAMMADI COMPANY FOR DEVELCOPMENT AND INVESTMENT
(A Saudi Joint Stock Company}

Notes to The interim condensed financial statements

for the Six-month peried ended June 30, 2017

(All amounts in Saudi Riyals unless otherwise staled)

Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

The Company makes estimaies and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the relaied actual results. The estimates and assumptions that have a
significant risk of causing a significant adjustment to the carrying amounts of assets and liabilities within the
next financial year are as follows:

{a) Uselful lives of property and equipment

Management assigns usaful lives and residual values to property and equipment and based on the intended
usa of assels and the economic lives of those assets. Subsequent changes in circumstances such as
prospective ulilization of the assets concerned could result in the actual useful fives or residual values differing
from Inilial estimates. Where management delermines that the useful life of an asset Company or residual
value of the asset requires amendment, the net book amount in excess of the residual value is deprecialed
over the revised remaining usedul life.

{b) Post employment benefit obligation

Postemployment benefits represent obligations that will be settled in the future and require assumplions to
project obligations. IFRS requires management 1o make further assumplions regarding variables such as
discount rates, rate of compensation increases and return on assets, mortality rates, employment turnover and
fuiure healthcare costs, The Company uses an exiemnal actuary for performing this cafculation. Changes in
key assumplions can have a significant impact on the projected benefit obligation and/or periodic employees'
benefils costs incurred. The assumptions used by the Company 1o calculate the post-employment benefits are
disclosed in Note 5.

{c) Provision for doubtful debts

The provision for doubtful trade receivables Is estimated based on assumptions about risk of default and
expecled loss rales. The Company uses judgment in making such assumptions and how changes in markel
and economic faciors affect expected credit loss. The Company's judgment is based on the Company’s past
history, market conditions and forward looking estimates at each reporting date. As of June 30, 2017, the
Company recorded & provision for doubtful debts amounting to Saudi Riyals 53.6 million (December 31, 2018:
Saudi Riyals 42 million).

Firat-time adoption of IFRS

The Company has prepared and issued the latest annual financial slatements for the year ended 31
December 2018 in accordanca with the generally accepted accounting standards in kingdom of Saudi Arabla
issued by the Saudi Organization of Cerlified Public Accountants (SOCPA). The Company has prepared
financial statements accordance with the International Financial Reporting Standards (IFRS) that adopted in
Kingdom of Saudi Arabta and are effective for periods beginning on 1 January 2017 with comparative financial
statements.

The financial posilion of the Company as at 1 January 2018 (the date of transition) has been prepared on the
basis of the International Financial Reporting Standards (IFRS) adopled in Kingdom Saudi Arabia afier the
adjustment resulting from tha transition from accepied accounting standards issued by the Saudi Organization
for Cerlified Public Accountants (SOCPA) to Intemational Financial Reporting Standards (IFRS) adopted in
Kingdom of Saudi Arabia, also the company determined the impact and adjustment to the financial positions
as at 1 January 2018 and 31 December 2018 and the condensed interim statements of income and
comprehensive income for the three and six month periods ended 30 June 2016, the significant change In
transition to International Financial Reporting Standards (IFRS) that are endorsed in the Kingdom of Saudi
Arabla and other standards and pronouncements issued by Saudi Organization for Certified Public
Accountants (SOCPA) as of 1 January 2018 and 31 December 2016 have been disclosed in the interim
condensed financial statements for the three months ended 31 March 2017.

Mandatory exemption applied

IFRS 1 allows first-tima adoplers certain mandatory exemptions from the retrospeclive application of certain
requirements under IFRS.

Tha Company has applied the following mandatory exemption:

« The Company has applied the requirements in IAS 39 and IAS 20 prospectively 1o govemment loans
existing at the date of transition to IFRS and has used its Saudi GAAP carmrying amount of the loans at
the date of transition as the camying amount of the loan in the IFRS balance sheet as of January 1, 2016.
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AL HAMMAD! COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudi Joint Stock Company)

Notas to The Interim condensed financial statements
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(All amounts in Saudi Riyals unless otherwise stated)

4.1 The Company's raconciliation of the statements of income and comprehensive income for the

Six-month period ended June 30, 2016:

Six-month period ended June 30, 2016

IFRS
Saudi GAAP adjustments IFRS
{(Unaudited)  (Unaudited) {Unaudited)

Clinic service revenues 282,241,125 (38,956,052) 243,285,073
Sale of goods revenue - pharmacy - 38,958,052 38,856,052
Revenue 282,241,125 - 282,241,125
Cost of revenue {171,227,143) 1289428  (169,837.714)
Gross profit 111,013,982 1,289,429 112,303,411
Administrative expenses {58,336,679) 322,357 (58.,014,322)
Other operating income 1,321,856 1,273,507 2,595,383
Operating profit 53,099,159 2,885,293 56,884,452
Finance charges (7,020,106) {3,597.571)  (10.817.677)
Profit before zakat 46,978,053 (712,278) 46,268,775
Zakat expense (4,500,000) = (4,500,000)
Profit for the period 42,479,053 {712,278) 41,766,775
Other comprehansive loss
items that will not to be reclassified to

Income statemant In subsequent periods:
Re-maasurement loss on defined benefit plan - {583,084) (583,084)
Net total other comprehensive loss not to be

reclassified to incomae statement In

subsequent perioda: - (583,084) (583,084)
Total comprehensive income for the period 42 479,053 {1,205,362) 41,183,681
Eamings per share (Saudi Riyals):
Basic and diluted profit for the period attributable

fo ordinary equily holders 0.35 (0.01) 0.34
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4.2 The Company's recenciiiation of the statements of income and comprehensive income for the

three-month period ended Juna 30, 20186

Clinic service revenues

Sale of goods revenue - pharmacy
Revenus

Cost of revenue

Gross profit

Administrative expenses
Other operating Income
Operating profit

Finance charges
Profit before zakat

Zakat expense
Profit for the period
Other comprehensive loss

Itamns that will nat to be reclassified to
income statement In subsequent periods:

Re-measurement loss on defined benefit plan

Net total other comprehensive ioss not to be
reclassified to income statement in
subsequent periods:

Total comprehensive income for the period

Earnings per share (Saudi Riyals):

Basic and diiuted profit for the period attributable
to ordinary equity holders

Three-month period ended June 30, 2016

IFRS
Saudi GAAP adjustments IFRS
{Unaudited)  (Unaudited)  (Unaudited)
138,076,756 (19,377,486} 118,699,270
- 19,377,488 19,377 486
138,076,758 - 138,075,756
(B1,666,518) 1,144,999 {80,521,519)
56,410,238 1,144,959 57,555,237
(30,214,296) 286,250 (29,828,046)
667,108 B50,141 1,517,249
28,863,050 2,281,360 29,144,440
{3,680,062) {2,573,057) (6,263,119}
23,172,088 (291,667) 22,881,321
{2,250,000) - (2,250,000)
20,922,988 {291,667) 20,631,321
- (291,542) _{291,542)
- (291,542) (281,542)
20,922 988 (583,209) 20,338,779
0.17 (0.00) 0,17

4.3 The Company's reconcillation of statement of changes in shareholders’ equity as of June 30,

2016:

sharsholders' Equity under Saudi GAAP
Diffarencas increasing {decreasing) reportad equily:

Carry forward adjustment

For tha period adjustmenis:

Employees’ benefits

Finance charges

Government grant release

Other comprehensive income - employses’ benefits

Total shareholders’ equity under IFRS (Unaudited)
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1,338,607,400

1,730,300

1,611,786
(3.597,571)
1,273,507

(583,084)

1,339,042,338
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Notes to The interim condensed financial statements
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Employeas' end of service benafits

5.1 The Company operates an approved unfunded employee benefils plan for its employees as required by
Saudi Arabian Labor Law.

The following table summarize the movement of the employees’ end of service benefils:

June 30, 2017 December 31, 2016

Balance at beginning of the period/yaar 40,586,187 30,861,696
Current service cost 5,989,572 10,739,691

Interest cost 870,820 1,388,778
Re-measurement loss 336,685 1,166,169
Payments {3,145,633) (3,570,145)
Balance at end of the period/year 44,637,631 40,586,187

5.2 The significant assumptions used in determining tha provision for end of service benefits are shown below:

June 30, 2017 December 31, 2018

Discount rate 45% 4.5%
Salary growth rate 3.0% 3.0%
Retirement age 60 years 60 years

Eamings per shara

Basic earnings per share (EPS) is calculated by dividing the profit for the period atributable to ordinary equity
holders by the weighted average number of ordinary shares outstanding during the period. Diluted eamings
per share is the same as the regular or basic earnings per share as the Company does not have any
convertible securities or diluted instruments to exercise.

The following table reflecis the income and share data used in the basic and diluted EPS computations:

June 30, 2017 Dscember 31, 2016

Profit for the period 53,624,542 41,768,775
Weighted average number of ordinary shares 120,000,000 120,000,000
Basic and diluted eamings per share 0.45 0.35

Contingencies and commitments

The Company had outstanding latters of guarantee from a local commercial bank amounting to approximately
Saudi Riyals 3.7 million as of June 30, 2017(December 31, 2016: approximately Saudi Riyals 2 million) issued
in the ordinary course of business.

The Company also had capital commitments amounting to approximately Saudi Riyals 8.5 million as of June
30, 2017(December 31, 2018: approximately Saudi Riyals 100 million) related to capital work-in-progress.

Segment information
The Company's operations are principally comprised of one operating segment, which is the health-cars

services as of the date of the accompanying Interim condensed financial statements. Accordingly, segment
information is nol applicable. Furthermore, all of the Company's operalions are conducted in Saudi Arabia.
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