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INTREM CONDENSED FINANCIAL STATEMENTS

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 Investment (A Sandi Joint Stock Company) (“the Company"™) as of
December 31, 2017 and the ralated interim condensed statements of income and comprehensive income for
three-month period and the year ended December 31, 2017 and interim condensed statements of changes in
shareholders' equity and cash flows for the year then ended at that date, and the notes from (1) to (9) 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 (i) “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 besed on our review.

Scope of Review

We conducted our limited review in accordance with the International Standards on Review Engagement - 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity™, as endorsed in
Kingdom of Saudi Arabia. A review consists principally of applying analytical procedures to financia! 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 identificd 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
Arabia.
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
{A Saudi Joint 8tock Company)

Interim ¢condensed statsment of income
(All amounts in Saudi Rivals uniess otherwise siatad)

For tha three months parlod For the year ended Dacember

B ended Dacember31, 3,
Note 2017 2018 2017 2018
{Unauditad) (Unaudited) (Unaudited} {Audited)

Services revenues 155,953,692 151,380,811 890,844,145 517,127,240
Sale of goods revanue - phamacies _32,731,188 31288472 117,780,308 89,113,741
Revenue 188,884,890 182,849,283 708,624,453 608,240,990
Cost of revenue (118,864,826} (109,301 409) _ {460,280,328) _ (384,114,748)
Gross profit 69,819,965 73,347 874 248,344,125 242,726,242
Administrative expensas (31,551,764} (54,766,345) (117,124,758) (143,313,205)
Other oparating incoms 1,485402 1,032,200 11,363,064 4 188,803
Operating profit 38,753,803 19,613,729 142,582,430 103,002,840
Financa charges {5,464,948) {4,878,635) (19,567,148) {18,047.881)
Profit before zakat 34,288,655 14,734,094 123,015,282 83,955,148
Zaket expense (3,532,810) (4,250,000) (15,050,477) {11,000,000)
Profit for the period / year 30,755,745 10,484,084 107,964,805 72,855,149
Eamings por share (Saudi Riyals):
Basic and diuted profit for the period / year
attributable {0 ordinary equity holders 8 0.28 0.08 0.80 0.61

The notes on pages 7 to 17 form an integral part of these Intarim condensed financial statements.
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudi Joint Stock Company}

Interim condensed statement of comprshensive incoma
{ANl emounts in Saudi Riyals unlass otherwise statad)

For the three months period  For the year ended December

endad Decombar 31, — 3,
2017 2016 2017 20186
(Uraudited) {Unaudited}  (Unauditad) {Auditad)
Profit for the perlod / year 30,755,745 10,484,084 107,964,805 72,855,148
Itarns that will not ba reciaasified back to
income statement in subsequent
periods:
Re-measurement income/ loss on defined
banefit plan 197,782 {201,542) (818,721) {1,168,168)
Other comprahansiva income / loss for the
period / year 187,782 (201,542) (519,721) {1,168,169)
Total comprehensiva income for the
period / year 30,953,527 10,182 552 107'445|OB4 71 ‘788|980

The notes on pages 7 to 17 form an integrat part of these interim condensed financial statements.
2



AL HAMMAD] COMPANY FOR DEVELOPMENT AND INVESTMENT

{A Saudi Jolnt Stock Company)

interim condensed statement of financial pesition
{All amounts in Saud! Riyala unless otherwise stated)

Asgats
Non-current asgets
Property and equipment

Current assets

Inventories

Trade receivables

Prepayments and other current assets
Amaounts dus from related parties
Cash and cash equivalents

Total aggets

Sharehalders' Equity
Share capital

Statutory reserve

Retained eamings

Total Shureholders' equity

Liabliiting

Non-current liabilities

Long-term loans

Employees' end of service benefits
Governmaent grents

Current Jiabilitiea
Accounts payable

Accrued axpsnses and other current liabilities

Amounts due to related parties
Short-term revalving loan
Long-term loans

Government grants
Shareholders dividends

Zakat payable

Total liabllitles

Total Shareholders’ equity and llabiiitias

Nota

Decamber 31, 2017 December 31, 2016
{Unaudited) (Audited)
1,797,745, 740 1,650,548,581
29,721,688 32,104,518
251,820,542 430,470,509
44,758,892 16,503,711
389,280 249,309
178,891,062 12,608,888
505,581,465 491,633,711
2,303,327.205 2,142482,202
1,200,000,000 1,200,000,000
32,857,281 22,060,800
154,235,430 147,586 827
1,387,002,711 1,309,847,627
477,306,380 370,777,036
50,700,456 40,586,187
168,769,038 148,471,675
698,175,874 559,834,868
34,223,366 37,776,837
38,516,872 47,850,397
262,820 431,448
- 50,000,000
40,000,000 81,428,509
3,952,401 3,448,908
90,000,000 )
12,103,152 12,264,870
220,058,620 212,899,767
916,234,494 772,834,685
2,303,327,205 2,142,482202

The noles on pagss 7 to 17 form an Inlegral part of thess interim condensad financial statements.
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudi Joint S8tock Company)

Interim condensed statement of changes in Shareholders' equity
{All amounts in Saudi Riyals unless otherwise siated)

Statutory Ratainad

Shars capital raserve earmings Total equity
As at January 1, 2016 (Auditad) 1,200,000,000 14,592 866 173,285,701 1,387 858,847
Profit for the year - - 72,955,149 72,956,149
Other comprahansive ioss - - {1,168,188) {1.168,160)
Total comprehensive income for the year 1,200,000,000 14,592 B6E 245,054,781 1,459,647 6827
Transfer to statutory reaarve - 7,487,924 (7.467,934) .
Dividends distributions - - 190,000,000} (80,000,000)

As at December 31, 2016 (Auditad) 1,200,000, 000 22,060,800 147,586,827  1,369,847,627

Ag at January 1, 2017 (Audited) 1,200,000,000 22,080,800 147,588,827  1,369,647.627
Profit for the year - - 107,964,805 107,564,806
Other comprehensive loag - - {§19,721) (818,721)
Total comprahensive income for tha year 1,200,000,000 22,080,800 255,031,911 1,477,092,711
Transfer to statutory reserve - 10,796,481 (10,796,481) -
Accrusd dividends - - {90,000,000) {80,000,000)
As at December 31, 2017 {Unauditad) 1,200,000,000 32,857,281 164,235,430  1,387,0802,711
v
/ i

The notes on pages 7 t¢ 17 form an integral part of these interim condansed financial stataments.
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT

{A Saudi Joint Stock Company)

Interim condensed statement of cash flows
(All amounts in Saudi Riyals unless ctherwise stated)

For the year ended December 31,

Cash flows from operating activities

Profit for the period before zakat

Adjustments to reconcile profit before zakat ta net cash

fiows generaled from {used in) operating activities:

Depraciation of property and equipment
Provision for doubtful debts

Finance charges

Govermnment grant release

Employees’ end of service benefits

Working capital adjustments:

Trade receivables

Inventory

Net change In related partias

Prepayments and other current assels

Accounts payablas

Accrued expenses and other current Habilitles
Nbst cash gensratad from (used in) operations

Employees’ end of servica benefits paid

Zakat paid :

Net cash fiows genarated from (used in) operating
activities

Cash flows from investing activities
Additions to property and equipmant, net
Net cash flows used in investing activities

Cash flows from financing activities

Proceeds from bank borrowings

Repaymant of bank borrowings

Finance charges paid

Dividend paid

Net cash flows generated from financing aclivities

Net changes in cash and cash equivalants
Cash and cash equivatents, at beginning of year

Cash and cash equivalents, at end of year

2017 2016

~ (Unaudited) (Audited)
123,015,282 83,855,148
53,042,595 53,372,400
39,269,368 48,890,675
19,867,148 19,047,891
(3,858,693) (2,980,283)
12,028,877 11,481,840
139,380,604 (228,232,404)
2,382,827 (4.882,285)

{309,590) :

(28,255,181) (1,852,807)
(3,652,271) 1,842,010
(8,133,525) 5608824
345,674,238 (15,661,390)
{5,856,042) (3,570,145)
{15,212,195) (8,767.708)
324,805,999 (27,860,244)
196,562,154 (145,359,060)
106,562,164 (145,359,060)
357,817,255 513,052,188
{304,000,000) (312,500,000)
(15,778,704) (14,363,215)
. (80,000,000)
36,040,551 97,088,973
166,284,396 (78,260,331)
12,606,666 88,875,997
178,891,062 12,806,668

The notes an pages 7 to 17 form an integral part of thase interim condensed financial stataments.
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
{A Saudi Joint Stock Company}

Notes to The interim condensed financial statements
For the three months period and the year ended December 31, 2017

2. Summary of significant accounting policies

The principal accounting policies applied by the Company in praparing these interim condensed financial
statements are set out below:

2,1 Basis of preparation
2.1.1 First time adoption of International Financial Reporting Standards (“{FRS")

The interim condensed financial statements for the year ended December 31, 2017, have been prepared In
accordance with I1AS (34) “Interim Financial Reporting” adopted In Kingdom of Saudi Arabia for part of the
period covered by annual financial statements for the first time in accordance with Intemational Financial
Reporting Standards (IFRS) that are endorsed in the Kingdom of Saudi Arabia and other standards and
pronouncements issuved by Saudi Organization for Cerified Public Accountants (SOCPA) which have been
applied and IFRS (1) "Adoption of International Financial Reporting Standards for the First Time".

The interim condensed financial statemenis don't contain all the information and disclosures that should be
included in the annual financia! statements in accordance with the International Financial Reporting Standards
{IFRS) that are endorsed in the Kingdom of Saudi 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
certain critical accounting estimates. [t also requires management to exercise its judgment in the process of
applying the Company's accounting policies as set out in Notes 2.2 1o 2.22. The areas involving a higher
degree of judgment or complexity, or areas where assumplions and estimates are significant to the interim
condensed financial siatements are disclosed in Note 3.

The Company’s interim results may not be indicative of the annual results 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 December 31, 2017 and December 31, 2016 are consistent with those made for the same
detes in accordance with SOCPA (afler adjustments to reflect any differences in accounting policies) apart
from the following item where application of SOCPA did not require estimation:

. Penslons and other post-amployment 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 December 31, 2017 and December 31, 2018,

New and amendad standards adopted by the Company

A number of new or amended standards became applicable for the current reporting peried. However, the
Company did not have to change ils accounting policies or make retrospective adjustments as a result of
adopting these standards.

New standards, emendments and interprefation issued but not effective for the financial year beginning
Jenuary 1, 2017 and nof approach for an early adopted by the Company.

. IFRS 9 'Financial instrumenits' addresses the classificalion, measurement and recognition of financial
assets and financial liabifities, introduces new rules for hedge accounting and a new impairment model
for financial essets, The Company has decided not fo adopt IFRS 9 until it becomes mandalory on
January 1, 2018, The Compeny does not expect the new guidance to have a significant impact on the
classification and measurement of its financial assets.

= |FRS 15, ‘Revenue from contracts with customers' deals with revenue recognition and eastablishes
principles for reporting useful information to users of financial statements about the nature, amount,
iiming and uncerainty of revenue and cash flows arsing from an entity's contracts with customers.
Revenue is recognized when a customer obiains contral of a good or servica and thus has the ability to
direct the use and obtain the benefits from the good or servica. The standard will replace the existing IAS
18 'Revenua’ and 'AS 11 'Construction contracts’ and related interpretations. The standard is effective
for annual periods beginning on or after January 1, 2018 and earlier application is permitted. The
Company is currently assessing the full impact of IFRS 15.



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

Notss to The interim condensed financial stataments
For the three months period and the year ended December 31, 2017

e« |FRS 16 "Leases", sats out the principies for tha recognition, measurement, presentation and disclosure
of leases. All leases result in the lessee obtaining the right to use an assel at the slart of the leass and, if
lease payments are made over lime, also obtaining financing. Accordingly, IFRS 18 eliminates the
classification of leases as sither operating leases or finance leases as is required by tAS 17 and, Instead,
introduces a single lessee accounting model. Lessees will be required to recognize: (a) assets and
Habilities for alf leases with a term of more than 12 months, unless the underlying asset is of low value,
and (b) depreciation of lsase asssts separately from interest on lease liabilities in the income slatement.
IFRS 16 substantially carries forward the lessor accounting requirements in 1AS 17. Accordingly, a lessor
continues 1o classify its leases es operating leases or finance leases, and to account for those two types
of leases diiferantly. The standard is effective for accounting periods beginning on or after January 1,
2019. The Company is currently assessing the full impact of IFRS 18.

There are no other standards that are not yet effective and that would be expecied to have a material Impact
on the Company in the current or future reporting periods and on foreseeable future transactions.

2.2 Forelgn currency translation
(s} Functions! and presentation curmency

ltems Included in the interim condensed financial statements of the Company are measured using the
currency of the primary economic environment in which the entities operate ("the functional currency®). These
interim condensed financial statements are presented in Saudi Riyals, which is the Company's functional and
presentation currency.

(b} Transaclions and balances

Foreign currancy fransactions are translated into the functional currency using the exchange rales prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabllities
denominated in foreign currencies are recognizéd in the Interim condensed statement of income.

2.3 Property and equipment

Property and equipment is stated at historical cost lese accumulated depreciation. The cost of property and
equipment is its purchase cost together wilh any incidental cosis of acquisition, and where applicable,
borrowing costs.

Subsequent costs are inciuded in the assef's carying amount or recognized as a separate asset, as
appropriate, only when it is probable that fulure economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. All other repairs and maintenance costs are
charged to the interim condensed statement of income during the financial period in which they are incurred.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at eech balance sheet
date. An asset's carrying amount Is written down immediately to its recoverable amount if the asset's carrying
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 assels to their estimated residual value over their expected useful lives as
follows:

Type of asset Yoars
Buildings 33
Equipmeant and tools 10-20
Fumiture, fixtures and office equipment - 410
Vehicles 4

Any expenditure that results in the maintenance of properly fo 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 are determined by comparing proceeds with the asset's carrying amount and
are recognized in the interim condensed statement of income within ‘other operating income/expanses’ when
the disposals are to third parties.



AL HAMMAD| COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudi Joint Stock Company) ~

Notes to The intarim condansed financial statements

For the three months period and the year endad December 31, 2017

Capital work-in-progress is siated at cost and includes property that is being developed for future usa. When
commissioned, capital work-in-progress is transferred to the respective category within property and
equipment, and depreciated in accordance with the Company’s policy.

24 Impairment of non-financlal assets

Assets that are subject 1o depreciation or amortization are reviewed for impairment whenever events or
changes In circumstances indicate that the canying value may not be recoverabie. An impairment loss is
recognized for the amount by which the asset's canying amount exceeds its recoverable amount. The
recoverable amount is the higher of the esset’s fair value less costs to sell and valug in use.

For the purposes of assessing Impalrment, assels are grouped at the lowest levels for which there are
separately identifiable cash flows ("cash generating units”). Non-financial assets that suifered impalrment are
reviewed for possibie reversal of the 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 weighted average cost methed and includes expenditure incurred in acquiring the inventories and
bringing them to their existing location and condition.

Net reslizable value is the estimated selling price in the ordinary course of business less applicable variable
salling expenses.

2.6 Trade receivables

Trade receivables are initially recognized at fair value and subsequently measured at amortized cost using the
affective interest method, less provision for impairment. A provision for impairment of rade receivables is
established when there is objective evidence that the Company will not be able to collect all amounts due
according to the originafl tarms of receivables.

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

+  Significant financial difficulty of the customer;

» A breach of contract, 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 exists.

The amount of the provision is the difference between the assel’s carrying amount and the present value of
estimated future cash flows, discountied at the effective interest rate. The camying amount of the asset is
reduced through the use of a provision for impairment account, and the amount of the loss is recognized in the
interim condensed statement of income within ‘adminisirative expenses’. When a trade receivable is
uncollectible, it is written off against the provision for impairment account for frade receivables. Subsequent
recoveries of amounts previously written off are credited in the interim condensed siatement 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 criginal maturities of three months or less from purchase date.

2.8 Financial assets

The Company classifies its financial asseis as loans and receivables. Management determinas the
classlfication of its financial assets at initial recognition.

Loans and racelivables

Loans and recelvables are non-derivative financial assels with fixed or determinable payments that are not
quoted in an active market. They are included in cument assets, except for malurities greater than 12 months
after the end of the reporting period. These are clessified as non-cument assets. The Company's loans and
receivables comprise cash and cash equivalents, trade and other receivables and due from related partles in
the interim condensed balance sheet.
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
{A Saudi Joint Stock Company)

Notes to The interim condensed financial statements
For the three months period and the year ended Dacember 31, 2017

Loans and recaivables are Ihlﬂally measured at fair value and subsequently carried at amorlized cost using the
effective interest methad, The Company assesses, at each balance sheet date, whether there is objective
evidence that financial assets are Impaired. impairment testing of trade receivables is described in Note 2.6.

29 Equity
The Company has issued ordinary shares that are classified as equity.
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 {o be transferred to a statutory reserve until this reserve aquals 30% of the share capital.
This reserve is currently not available for distribution to the shareholders.

2.11 Borrowings

Borrowings are recognized initially at falr value, net of transaction cosls incurred. Borrowings sre subsequantly
stated at amortized cost; any difference between the proceeds (net of {ransaction costs) and the redemption
value is recognized in the interim condensed statement of income over the period of the barrowings using the
effective interest method.

Borrowings are classified as curment liabilities unless the Company has an uncondilional right to defer
settierent of the liability for at least twelve months after the balance sheet date.

2.12 Borrowing costs

Borrowing costs directly attributable o the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a subsiantial pariod of time to get ready for their intended use or sale, are
added to the cost of those assats, untll such ime as the assets are substantially ready for their intended use
or sale.

All other borrowing costs are recogrized in the interim condensed statement of income In the period in which
they are incurred.

2,13 Government grants

Government grants are raecognized where there is reasonable assurance that the grant will be recsived and all
attached conditions will be complied with. When the grant relates to an expense item, it is recognized as
income on a systematic basis over the periods that the costs, which it is intended to compensate, are
expensad. Where the grant relates to an asset, it is recognized as income in equal amounts over the expected
useful life of the related asset.

Tha Company has received Interest free loans from the Ministry of Finance with a condition to use the
proceads only for the purpose of the construction of the hospital buildings and purchase of medical equipment,
The difference betwean the Initial carrying value of the loan {its fair value) and the proceeds received is treated
as & government grant. The grant income is deferred and subsequently released in the interim condensed
statement of income over the same period as the depreciation of the relevant asset.

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 liabiiities if payment is due within one year
or less from the balance sheet's date (or in the normal operating cycle of the business Iif longer). If not, they
are presented as non-cumrent liabilities.

Trade payables are recognized initially at fair value and subsequsantly measured at emorlized cost using the
effective interest method.

2.5 Provision and accruals for employees’ benefits
An accrual is made for employees for eslimated liability for their enlittement to annual leave and leave
passage as a result of services rendered up to the balance sheet date. The Company operates a single post-

employment benefit scheme driven by the Saudi Labor and Workman Law for their periods of service up to the
balance shest date.

11



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

Notes to The Interim condansed financial statements
For the three months period and the year ended December 31, 2017

The post-employment benefits pian is not funded. The valuation of the obligation is carried out by an
independent acluary based on the projected unit credit method. The costs relating fo such plan primarily
consist of the present value of the benefits attributed on an equal basis 1o each year of service and the interest
on this obligation in respect of employee service in previous years.

Current and past service costs refated to post-employment benefits are racognized 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 liability due to actuarial valuations and changes in assumptions are taken as re-
measurement in comprehensive income.

Changes in the present value of the defined benefit obligaticn rasulting from plan amendments or curtailments
are recognized immediately in the interim condensad statament of income as past service cost.

The accruais relating to annual leave and leave passage is disclosed as a current liability, while that relating to
employees’ end of service benefits Is disclosed as a non-current liability.

2.18 Zakat

The Company is subject to zakat in accordanca 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 datermined to be required for payment.

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

2,17 Revenue

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

Services revenues

Services revenues primarily comprises fees charged for inpatient and outpatient hospital services. Services
include charges for medical consultation, radiology, clinical laboratory, accommodation and physical therapy
service. Clinic revenues are recognized when, and to the extant that, performance of a medical service occurs,
and is measured st the fair value of the consideration received or receivable. Fees are calculated and billed
based on various pricelist agreements. The Company has determined that it is acling as principal in these
arrangements as it has the responeibility for providing the medical services io the palient, it sets the prices for
the clinic sarvices which are provided, it bears the credit risk and it bears the risk of providing the medical
service.

Sale of goods mvenua- Pharmacies

Sale of goods - Pharmacy 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 credit risks. Revanue 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 fo the buyer at the polint of sale.

2.18 Administrative expsnses

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

2.19 Segmant reporting
Operating segments are reporied in a manner consistent with the intemal reporting provided to the chief
operating decision-maker. The chief cperating decision-maker, who is responsible for allocating resources and

assessing performance of the operating segments, has been identified as the Chief Operating Officer that
makes strategic decisions.
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AL HAMMADI COMPANY FOR DEVELOBMENT AND INVESTMENT
(A Saudi Joint Stock Company) T

Notes to The interim condensed financial statements

For the three months period and the year ended December 31, 2017

2.20 Operating leases

Leases in which a significant portion of the risks and rewards of ownership are relained by the lesser are
classified as operating leases. Paymenis made under operating leases (net of any incentives received from
the lesser) are charged to the interim condensed statement of income on & straight-line basis over the period
of the lease.

2.21 Current versus non-current classification

The Company presents iis asseis and liabiliies in the interm condensed balance sheet based on a
current/non-current classification.

An asset is current when it is:

«  Expacted to be raalized or intended to be sold or consumed in the normal operaling cycle,

«  Expected to be realized within 12 months after the reporting period; or

=  Cash or cash equivalents unless restricted from being exchanged or used to settle a liability for at least
12 months after the reporting period. z

All other assets are classified as non-current assets.

A liabHity is current when it is:

¢  Expected lo be setltled in the normal operaling cycle;

¢ Due to be settled within 12 months after the reporting period; or

= When there is no unconditional right to defer the settlement of the liability for al least 12 months after the
reporting pericd.

All other liabllities are classified as non-current liabilities.

2.22 Dividend distribution

Dividend distribution to the Company's shareholders is recognized as a liability in the interim condensed
financial statemants in the pericd in which the dividends are approved by the Company's sharaholders.

13
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Notes to The interim condensed financial statemants
For the three months period and the year ended December 31, 2017

3.

Critical accounting estimates and judgments

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

The Company makes estimates and assumplions conceming the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumplions 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:

{e) Useful lives of property and equipment

Management assigns ussful lives and residual values to property and equipment and based on the intended
use of assets and the aconomic lives of those assets. Subsequent changes in circumstances such as
prospactive utilization of the assets concerned could result in the actual useful lives or residual values differing
from initial estimates, Where management determines that the useful iife of an asset Company or residual
value of the assel requires amendmant, the net book amount in excess of the residual value is depreciated
over the revised remaining useful life.

{b) Post employment benefit obligation

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

{c) Provision for doubtfu! debis

The provision for doubtful trade receivables Is estimated based on assumptions about risk of default and
expected loss rates. The Company uses judgment in making such assumptions and how changes in markst
and economic faclors 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 December 31, 2017, the
Company recorded a provision for doubtful debts amounting to Saudi Riyals 34.8 million (December 31, 2018:
Saudi Riyals 42.4 miilion).

First-time adoption of IFRS

The Company has prepared and issued the latest annual financial statements for the year ended December
31, 2016 in accordance with the generally accepted accounting standards in kingdom of Saudi Arabla issued
by the Saudi Organization of Certified Public Accountants (SOCPA). The Company has prepared financial
statemenis accordance with the International Financial Reporling Standards {IFRS) that adopled in Kingdom
of Saudi Arabla and are effective for periods beginning on January 1, 2017 with comparative financial
statements.

The financial posilion of the Company as at January 1, 2016 (the date of transition) has been prepared on the
basis of the Intemational Financial Reporting Standards {(IFRS) adopted in Kingdom Saudi Arabia after the
adjustment resulling from the transition from accepted accounting standards issued by the Saudi Organization
for Certified Public Accountants (SOCPA) to Intemational Financial Reporting Standards (IFRS) adopted in
Kingdom of Saudi Arabia, also the company determined the Impact and adjustiment to the financial positions
as at January 1, 2016 and December 31, 2016 and the condensed interim statements of income and
comprehensive income for the three month period and the year ended December 31, 2016, the significant
change in transition to Intemational Financial Reporting Standards (IFRS) that are endorsed in the Kingdom of
Saudi Arabie and other standards and pronouncements issued by Saudi Organization for Certified Public
Accountants (SOCPA) as of January 1, 2018 and December 31, 2016 have been disclosed in the interim
condensed financial statements for the three months ended March 31, 2017,

Mandatory exemption applied

IFRS 1 allows first-lime adoptars cerlain mandatory exemptions from the retrospective application of certain
requirements under IFRS.

The Company has applied the following mandatory exemption:

=« The Company has applied the requirementis in IAS 38 and IAS 20 prospectively fo government loans
existing at lhe date of transition to IFRS and has used its Saudi GAAP carrying emount of the loans at
the date of transition as the carrying amount of the loan in the IFRS balance sheest as of January 1, 2018.
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
{A Saudl Joint Stock Company)

Notes to The interim condensed financial statements
For the three months period and the year ended December 31, 2017

4.1 The Company’s reconciliation of the stataments of income and comprehensive income for the

year ended December 31, 2016

IFRS

Saudi GAAP adjustments IFRS
Services revenues 606,240,980 {89,113,741) 517,127,249
Sale of goods revenue - pharmacy - 88,113,741 89,113,741
Revenue 806,240,900 . 608,240,880
Cost of revenue {384,892 467) 577,718 {364,114,748)
Gross profit 241,548,523 577,710 242,126,242
Administrative expenses {143,457,635) 144430  {143,313,205)
Other operating income 1,229,520 2,960,283 4,189,803
Operating profit 98,320,408 3,682,432 103,002,840
Finance charges {13,641,068) {5,408.625) {19,047,691)
Profit before zakat 85,679,342 (1,724,193) 83,955,149
Zakat expense (11,000,000} - {11,000,000)
Profit for the year 74,679,342 {1,724,193) 72,855,149
Other comprehensive loss
ttems that will not to be reclassified to

incomae statement in subsequent periods:
Re-measurement loss on defined benefit plan. - (1,166,189) (1,186,169)
Total comprehensive income for the year 74,879,342 {2,880,362) 71,788,980
Earnings per share {Saudi Riyals):
Baslic and diluted profit for the year attributable
to ordinary equity holders 0.62 0,60



AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT

{A Saudi Joint Stock Company)

Notes to The intarim condensed financial statements

For the three months pericd and the year ended December 31, 2017

4.2 The Company's reconclllation of the interim condensed statsments of income and
comprehensive income for the three-month period ended December 31, 2016:

Services 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

items that will not to be reclassifled to
income staterment in subseguent periods:

Re-measurement Joss on defined benefit plan
Total comprehensive income for the period
£arnings per share {(Saudl Riyals):

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

IFRS
Saudl GAAP adjustments IFRS
182,640,283 {31,288,472) 151,360,811
- 31,288 472 31,288,472
182,640,283 - 182,849,263
(109,6833,434) 332,025 _ {108,301,408
73,015,849 332,025 73,347,874
(54,849,351) 83,006 (54,766,345)
169,874 862,226 1,032,200
18,336,472 1,277,257 19,613,729
(3,358,923) {1,520,712) {4,879,835)
14,877,548 (243,455) 14,734,004
(4,250,000 . {4,250,000)
10,727,549 (243 455) 10,484,094
- (291,542 201,542
10,727,549 (534,897) 10,192,552
0,08 0.08

4.3 The Company's reconciliation of statement of changes in sharehclders’ equity as of December

31, 2046:

shareholders’ Equity under Saudi GAAP

Differences increasing (decreasing) reported equity:

Carry forward adjustment

For the period adjustments:

Employees' benefils

Finance charges

Govamment grant release

Other comprehensive income - employees’ benefils

Total shareholders’ equity under IFRS
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1,370,807 689

1,730,300

722,149
(5,406,625)
2,960,283

{1,168,168)

1,369,647,627




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

Notes to The interim condensed financial statements
For the three months period and the year ended December 31, 2017

5. Employees’ end of service benefits

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

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

December 31, 2017 December 31, 2016

{Unaudited) {Audited)
Balance at beginning of the year ‘ 40,586,187 30,681,696
Current service cost 12,925,877 10,738,691
Interest cost 1,724,913 1,388,776
Re-measurement loss 519,721 1,168,169
Payments : {5,656,042) (3,570,145)
Balance st end of the year 50,100,456 40,586,187

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

December 31, 2017 December 31, 2016

Discount rate 4.5% 4.5%
Salary growth rate . 3% I%
Retirement age 60 years 60 years

6 Earmings per share
Basic eamings per share (EPS) is calculated by dividing the profit for the period / year atiributable to ordinary
equily holders by the weighled average number of ordinary shares outstanding during the period. Diluted
eamings per share is the same as the regular or basic eamings per share as the Company does not have any
convertible securities or diiuted instruments {o exercise.
The following table refiacts the income and share data used in the basic and diluted EPS computations:

December 31, 2017 December 31, 2016

Profit for the year 407,964,805 72,055,149
Walghted average number of ordinary shares 120,000,000 120,000,000
Basic and difuted earnings per share 0,90 0.61

T Contingencles and commitments

The Company had outstanding letters of guarantee from a local commercial bank amounting to approximately
Saudi Riyals 11.2 million as of Dacember 31, 2017 {December 31, 2016: approximately Saudi Riyals 2 million)
issued in the ordinary course of businesa.

8 Dividends distributions

At lts meeting held on 8 Rabea I 1430H (corresponding to 268 December 2017), the Company’s Ordinary
General Meeting approved the recommendation of the Board of Directors on its meeling held on 22 Rabea
Awal 1430H (10 December 2017) to distribule a cash dividend of SR 90 million for 2017 (20186: 0) at 0.75
riyals (75 halalas) per share, and consisting of 120 million shares.

8 Segment information
The Company's operetions are principally comprised of one operating segment, which is the health-care

services as of the date of the accompanying interim condensed financial stalements. Accordingly, segment
information is not epplicable. Furthermore, all of the Company’s operations are conducted in Saudi Arabia.
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