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INDEPENDENT AUDITOR'S REPORT ON REVIEW OF
SE N IDAT NTERIM FINAN

The Sharcholders
Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying condensed consolidated interim statement of financial position of
Al Hammadi Company for Development and Investment (the “Company™) and its
subsidiaries (the "Group") a5 at 31 March 2018, and the related condensed consolidated interim
statements of profit or loss, comprehensive income, changes in equity and cash flows for the three-month
period then ended, and a summary of  significant accounting policies and other explanatory note,
Management is responsible for the preparation and presentation of these condensed consolidated interim
financial statements in accordance with Intemnational Accounting Standard {34) “Interim Financial
Reponting” that is endorsed in the Kingdom of Saudi Arabia, Our responsibility is to express a conclusion
on these condensed consolidated interim financial statements based on our review,

Scope of Review

We conducted our review in accordance with Intemational Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity™ that is
endorsed in the Kingdom of Saudi Arsbia. A review of condensed consolidated interim  financial
stalements consists of making inquiries, primarily of persons responsible for financial and accounting
meatters, and applying analytical and other review procedures. A review is substantially less in s¢ope than
an audit conducted in sccordance with hiternaticnal Standards on Auditing that are endorsed in the
Kingdom of Saudi Arabia and consequently does not enable us ta abtain assurance that we would become
aware of all significant matters that miight be ientified in an audi, Accordingly, we do not express an audit

opinion,

Conclusion

Hased on our review, nothing has come to our attention that causes s o believe that the accompanying
condensed consolidated interim financial statements are ot prepared. in all material respects, in
accordance with International Accounting Standard (34) “Interim Financial Reporting” that is endorsed in
the Kingdom of Saudi Arabia.

AlAzem & AlSudairy
% 675 ) A 6 e s AN Certificd Public Accountants
I e |
& Al B
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Salman B. AlSudairy
License No. 283

!5 Shaban 1439H (May 1, 2018)

Riyadh, Kingdom of Saudi Arabia

Sairrcen B, ASudeiny Audi, Tax & consolants Hoaiurlah M, Aldarom



Al Hammadi Company for Development and Investment

(A Saudi Joint Stock Company)

Condensed Consolidated Interim Statement of Profit or Loss

For the three months period ended 31 March 2018

Services revenie, nied
Sale of goods - Pharmacewtieal products

TOTAL REVENLES
Cost of Revenue
GROSS PROFIT

Admiinistrative expenses
Other operating income

OFPERATING PROFIT
Finance charges

PROFIT BEFORE FAKAT
Lakal pxpense

FROFIT FOR THE PERIOD
Earnings per share:

Basic and diluted profit for the period atributable o
eedinary equity holders

31 March 31 March
2018 2017
(Unaudited) (Unandited)
5AR BAR
140,852,793 150738062
SOHT1290 IUART7 338
ZEETAHEY 130225400
{133,832, 765 (1 18,205,041)
66,841,318 62,020,359
(28,558,384) (2RA13813)
LGT I, M4 FE R
39,956,938 655377
{5.177,133) (3,686,620
7T RAS A 968, TR
{3,900, 0040) (3,000,000)
JOLETS 8BS 27,068, T4E
- — ———— |
.26 321
e

|I F

Ill"'\-\. _-"":_.._.-"

The accompanying notes | o 15 fonm an integral pant of these condensed consolidated interim financial stalements



Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)

Condensed Consolidated Interim Staternent of Comprehensive Income
For the three maonths period ended 31 March 2018

31 March 3 March

2018 2017

Pl (Unaodited) (Unaudited)

S5AR SAR

PROFIT FOR THE PERIOD 30,570 505 27 BhE AR
e comprafensive Toss) ¢ income vl 1o b reclassified o

Frofit or loss in subsequent periods:

Re-measurement (loss) / income on defined benefit plans & 64,266) 1,506,470
Total other comprebensive (loss) / income not te be

reclassified to profit or loss in subsequent periods Wekshe) b i

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD J0BISS5M J0TTS 208

The accompanying notes 1 10 15 form an integral part of these condensed eonsolidated interim fingneial sisterments



Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)

Lﬁndmsad Lnnsnlldamd Interim Staternent of Financial Position

Az at 31 March 2018

3 March 31 December
Motes 018 2017
EAR SAR
(Unauadiged) [ Audited)
ASRETS
Mop-current assets
Property and equipment 1,839,733, 408 L7597, 745,740
Goodwill 13 31,450,120 L
1,871,183,525 L797.7435. 740
Current assels
Imventories 36,198,226 29721 6RO
Trade recelvables 374,002,539 252,436,303
Prepayments and other assets 37,400,804 44,758,892
Contrac assels 5,537,885 -
Amourts dug from related parties 453,406 389280
Cash and cash equivalents = 48239475 178275301
501,827 525 51}5.53],#5_'1 :
TOTAL ASSETS 257301 1,050 2.303,327.205
EQUITY AND LIABILITIES
EQUITY
Share zapital 7 12000400, 000 1, 204,000,000
Satatory reserve 35,945,261 32,857,281
Retained camings 180,424,920 154,235,430
TOFAL EQUITY 1,416,374,181 1 33?‘119‘2,?1 1
LIABILITIES
Mon-current labilities
Lomg-term loans £} 481,284,528 477,306, 3850
Employees” termination benefits 8 53,239,776 50,100,456
Government grams B 174499341 168,769,038
o 709,023,945 6?5 175874
Carrend linbilities
Trade payabies 30,391,042 34225 366
Accrued expenses and other linbilitics 101,420,289 39516872
Amounts due to related paries 204,392 262,820
Short-term revolving loan i 35, (W), D0 i
Long-term loans 113 4T 48T 250 A0, 00, (W0
Ciovernenent grants Q 395241 3952 a0
Dividends pavable T2, 481 G0, R0 (00
Znknt payabie 16,003,152 12,103, 15'-’
Contract Habihity 3,421,957
I-ﬂ',ﬁ-l!zﬂll Ilﬂ 158 ﬁEﬂ'
TOTAL LIABILITIES BE6630,565 416,234 49 234, 494
TaT QUITY AND LIABILITIES 23730101050 2 303,327,205

1

ll___..-"/

The accompanying notes | 1o 15 form an integral past of these condensed consolidated interim financial sr.a:ium:nl:s
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Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)

Condensed Consolidated Interim Statement of Cash Flows
For the three months period ended 31 March 2018

3 March 31 Mareh
R 2018 2017
SAR SAR
{Unaudited) (U naudited)
DPFERATING ACTIVITIES
Prafit hefore Zakal 34770 BS OB, T4H
Adjustments to reconcile profit before Zakat to net cash low:
Diepreciation of propeny and equipment 18,110,351 12921010
Provizion for dowkiful delis 56 R1G TAM G
Contract ability 3,421,957 .
Finangce charges 5,177,133 3,6R6,619
Giovernment grants release 9 (1.387,703) (862, 236)
Employees’ rermination berefits 8 _ A1E6032 _3p4Bs38
G044, 591 37,197,354
Working capital adjustments:
Trade receivables (90,403,99) (59,369, 895)
Contract assets {5.537.885) .
Inventories {5,439, 5435 G780, 960
Met chapges in related partics (5.662.653) E172]
Prepayments and other assets 7,713,124 1,385,511
I'rade payables (15,085,239 6270363
Accried expentes and other liabilities : 61,903,417 15,1 19046
12,061,616 27 ATH A0
Emploveess” lermimation benefits paid (1,802 930) [B6E.5E5)
Finance charges paid (1,938,398) (2.066.914)
NET CASH FROM OPERATING ACTIVITIES 8,130,298 24,334,663
INVESTING ACTIVITIES
Purchaze of property and equipment 6L, 18Ty (62,4 B500)
Cash receipt st acquisition date B0, 543 z
Investment in subsidiaries 13 {48, (W, 04y -
NET CASH USED IN INVESTING ACTIVITIES A (6140
FINANCING ACTIVITIES
Proceeds from bank borrowings 43,196,953 TR093,253
Received government grants 9 7328, 0k .
Drvidends paid _ B82S —
NET CASH (USED ) FROM FINANCING
ACTIVITIES t i = l’ilqu”i&m] Tﬂn,.ﬂ‘?ﬂﬁj
Mot changes in cash and cash equivalents (1300358240} b 183,068
Cash and cash equivalent &1 the beginning of the period 178,275.30] 12606566
CASH AND CASH EQUIVALENTS AT 3 MARCH AH.239.4TS 32, TR0 T

Supplementary nformation for pon-cash trassactions _
Imspact of adopted IFRS9 1534069 =

The accompanying notes | 1o 15 form an integral part of these condensed consolidated interim financial statements




Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)

Notes to Condensed Consolidated Intetim Financial Statements

For the three months period ended 31 March 2018

Corporate information

Al Hammadi Development and Investment Company (the “Company™) was established as a limited
linbility Company under Commercial Registration No. 1010196714 issue on Safas 23, 1425H
teoresponding to April 13, 2004) in Riyadh, On Ramadan 16, 14391 (corresponding to September 16,
2008), the Migistry of Commerce and Investment ssued the resolution Mo, /316 0 approve the
Company's conversion to & closed joint stock Company, On Rajab 20, 1435H (comesponding 1o May 19,
2014} the Company obtained approval from the Capital Market Authority (“CMA™) to issue 22.5 million
shares in an initial public offering and the Company's shares were fisted in Saudi Stock Exchange
{ Tadawul) on Ramadan 17, 1435H (somesponding to July 15, 2004},

The Company”s registered address iv Al-Olaya, B0, Box 55004, Rivadh 11534, Saudi Arabia,

The Company and its subsidiaries {the “Group") were established to engage in the activities of wholesale
and retail wading of medical equipment, establishing, maintaining, managing and operating hospitals and
medical centers, wholesale and retails trading of food and beverages, purchasing and rentals of lands for
constructing buildings and investing them by means of selling or renting in favor of the Group, initisting or
sharing in different industrial projects, initiating commercial centers, operating, and maimaining them,
wonstruction and building work and mumaining the same in Saodi Arabia,

Betals of subsidiary companics are as follows:

Country of Business Functional Orwnership Inberest

Mame of Subsidiary Inesrporation Activity Currency 2018 017
Medical Suppon Services Saudi Arabia Trading Saudi Hivals L ir .
Company Company
PHARMA SERY OO, Saudi Arabia Trading Saudi Riyals 1007 .

Conpany

These condensed consofidated interim financial statements include the sccounts of the Group and the
aocounts of the following branches, which operate under separate commercial registrations:

Branch Mame Commercial ity Status
Registration No.

Al Hammads Hospital, (Haya 100263026 Rivadh  Active

Al Hemmadi Hospital, Al-Suwaidi 1010374269 Riyadh  Active

Al Hammadi Hospatal, Al-Muzha POEOET42T0 Rivadh  Active

Al Hammadi for Maimenance & Cperations 10374273 Rivadh  No activity

Basis of Preparation

Statement of Compliance

These condensed consolidated interim financial statements have been prepared in accordance with [AS 34
“Interim Financial Reporting” that is endorsed in Kingdom of Saudi Arabia and other standards and
pronouncements that are issued by Saudi Crganization of Centified Public’ Accountanls (SOCPA) and
shoutd be read in conjunction with the Group's last annual financial siatements as at and for the vear ended
31 Docamber 2017 (ast annual financial statements™). They do not include all of the infsrmation required
for & complete set of IFRS financial statements, however, accounting policies and selected explanatory
notes are incheded to explain events and fransactions that are significant to an understanding of the changes
ifi the Ciroup's finonsial position and performance since the last annual financial statements, This is the first
set of condensed consolidated interim fnencial statements where IFRS 15 and 1FRS 9 have been applied,
Changes to significant accounting policies are described in Note (4),



Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)

Notes to Condensed Consolidated Interim Financial Statements - contined

For the three months period ended 31 March 2018

2.
2.3

2.3

Basis of Preparation - continued
Preparation of the Financial Statements

These condensed consolidated intedm financizl statements have been prepared on the historical cost basis
except for the defined benefit obligation is recognised a2 the present value of future obligations using the
Proqected Unik Credit Meihaod,

These condensed consolidated imerim financial statements are presented in Sawdi Eival ("SAR™), which is

the Group’s functional and presentation currency. All amounts have been rounded 10 the nearest Sawdi
Riwval.

Use of Judgments and Estimates

In preparing these condensed consofidated interim financial statements, management has made judgments
and estimates that affect the application of secounting policies and the reported amounts of assets and
liakbilities, nconse and expense. Actusl resubs may difer from these eslimaies,

The significant judgments made by management in applying the Group's accounting policies and the key
sources of estimalion uncertainty were the same as those deseribed in the last annual financial statements,
excepl for new significant judgiments and key sources of estimation uncertainty related to the application of
IFRS 15 and 1FRS 9. which are deéscribed in Mote (4).

Basix of Consolidation

These condensed consolidaned imenm financial siatements comprising the condensed consolidated interim
statement of financial position, condensed consolidated interim statement of profit or loss, condensed
consplidated interim Aatement of comprehensive income, condensed consolidated interim satemient of
changes in equily, condensed consolidated interime statement of ¢ash fows and notes 1o the condensed
vonsolidated interiny fnancial starements of the Groop include asscis, labilities and the resulis of the
operations of the Company and its subsidiaries, as set out in note (1), The Company and its subsidigries are
collectively referved to as the “Group”™. Subsidiaries are entities controlled by the Group. The Group
coniraks an’ entity when it is exposed to, or has nghts 1o, vasiable retums from its invalvement with the
entity and has the ability to affect those retumns through its power over the entity, Subsidisries are
consolidated from the date on which control commences until the date on which control ceases. The Group
aceounts for the business combinations wsing the scquisition method when control is transferred to the
Group. The considerstion transfemed in the acquisition % generally measured at fair value, as wre the
identified net assets acquired. The excess of the cost of acquisition over the Fair valise of the identifiable net
assets acquired is recorded as goodwill in condensed consolidated interim statement of financial position,
Intra-group Balances. and transactions. and any unrealised income and expenses arising from intra-group
transactions, ary eliminaed. Accounting policies of subsidiasies are aligned, where necessary, 10 ensure
consistency with the policies adopted by the Group. The Company and its subsidiaries have the same
TeporTing poriods.

Summary of Significant Accounting Policies

The accounting policies adopted in the preparation of the condensed consolidated imterim Hnancial
statements are consistent with those followed in the preparation of the Group®s annial financial statements
for the year ended 31 December 2017, except for the adoption of new standards effective as of | January
JO18. The Group has not early adopted any other standard, interpretation or amendment thal has been
issued but 15 not ver effective.



Al Hammadi Company for Development and Investment

(A Saudi Joint Stock Company)

Notes to Condensed Consolidated Interim Financial Statements - continued
For the three months period ended 31 March 2018

4
4.1

4.2

Summary of Significant Accounting Policies - continued
New standards, interpretations, and amendments adopted by the Group

The Group applies, for the firt time, IFRS 15 Revenuve from Contracts with Customess and [FRS 9
Financial Instruments. As required by [AS 34, the nsture and effect of these changes are disclosed below,

IFRE 15 Revenwe front contracts with Customers

The Group has applied IFRS 15 using the cumulative effect method and therefore the comparative
information has not been restated and continues to be reported under IAS 18, The details of accounting
policies under 1AS 18 are disclosed separately if they are different from those under IFRS 15 and impact of
changes is disclosed in MNote (4.4),

TFRE ¥ Financial instrurmenis

The Group has clected to apply the exemption in IFRS 9 paragraph 7.2.15 relating to transition for
glassification and measurenent, and accordingly his not restated comparative periods in the year of initial
application, Accordingly, any sdjustments 1o carrying amounts of financial assets or liabilities are
recognized at the beginning of the current reporing period, with the difference recognized in opening
redained camings. Therefore, financial assets are not reclassified in the statement of fnancial position for
the comparative period and provisions for impairment of accounts receivable have not been restared in the
cotnparative period.

The deails of accounting policies under [AS 3% are disclosed separately if they are different from those
under IFRS 9 and impact of changes is disvlosed in Note (4.4}

Significant accounting policy

Hevenue accounting policy

Revenus is measured based on the considerstion specified in a contraet with customer and exeludes amount
coilected on behalf of third parties, The Group recognizes revenue when it transfers controd over s product
or service to a customer, The principles in IFRS [3 are applied using the following five steps:

Step I The Group accounts for @ contract with a customer when:

The contract has bisen approved and the paries are compitted;
Each pariy's righis are identiffed;

Paymtent termes are defined;

The contract has commercial substance; ansd

Callection is probable,

Siep 2: The Growp identify all promised goods or services ina contract and determines whether 1o seoount
for each promized good or service a5 4 separate performance obligation, A good orservice is distinet and &
separated from other obligations in the contract iT bodh;

= the customer can benefit from the good ot service separately or together with other resources that are
readily available to the customer; and
* the good or service is separately identifiable from the other goods or services in the conteact.



Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)

Notes to Condensed Consolidated Interim Financial Statements - continued
For the three months perfod ended 31 March 2018

4,

4.2

Summary of Significant Accounting Policies - continued
Significant accounting policy — continued

Revenue acconniing policy - continued

Step 3r The Group determine the transaction price, which is the amount of considerstion it expects 1o be
entitled 1o in exchange for wansfersing promised goods or services 16 4 customer.

Step 4: The transaction price in an arrangement is allocated to each separate performance obligation based
on the relutive standalone selling price of the good or service being provided to the customer,

Step §: Revere is recognized when contred of the goods or serviees is transferred to the castomer, The
Group transfess & good of service when the customer obtains control of that good or service. A customer

obtiing control of a good or service if it has the ability to direct the use of and receive the benefit from the
good or sppvice,

In comparative period, revenue is recognized to the extent that it is probable that the economie benefits will
flow 10 the Group and the revenue can be reliahly meénsured, regardless of when thi payment i received,
Bevenue is measured st the fair value of the consideration received or receivable, taking info account
contraclually defined terms of payment and excluding taxes or duty. The Group has concluded that it is the
principal in all of its revenue amangements, has pricing latitude, and is dlso exposed 10 inventory and credit
risks,

Significamt accounting fudgenents and estimates

The following is a description, accounting policies and significant judgements of the prncipal activitics
from which the Group senerates revenye,

{2} Rendering of clinical services

Revenne from services primarily comprises fees charged for inpatient and cuipatient hospital services.
Services include charges for sccommodation, theatre, medical professional services, equipment, radiology
and laboratory, These services are sold either scparately or bundled touether with the sale of
phannacewticad procdicts to a customer.

Under IFRS 15, the Group assessed that there is only one performance obligations in a contract for bundled
clinical services, because i1s promises 1o transfer services that are not capable of being distinct.

Under IFRS 15, the Group concluded that revenue from bundled sesvices will be recognized over time;
using an input method 10 measure progress wowards complete satisfaction of the service similar tw the
pevious acoounting policy.

(b} Saleof goods

Revenue is recognized when control of the products has transferred, being when the products are delivered
to the customer. Delivery occurs when the products have been shipped to the specific location, the risks of
obsolescence and loss have been transfierred to the customer.

In these comracts, the Group is primarily responsible for fulfilling the promise to provide the specified
pharmaceutical and other products, The Group bears inventory risk before the pharmaceutical and other
prodiets his been transfermed 1o the customer. In addition, the Group has discretion in establishing the price
far the pharmacewtical products. The CGiroup bears eredit risk on these transactions 25 it is ohliged 1o pay the
supplier even i the customer defaults on a payment.

L



Al Hammadi Company for Development and Investment
(A Saudi Joint Stock Company)

Notes to Condensed Consolidated Interim Financial Statements - comtinmued

—

For the three months period ended 31 March 2018

4.
4.2

Summary of Significant Accounting Policies - confinued
Significant accounting policy - continned
{r} Volome dizcounts

Revenue is often sold with volume discounts based on aggregate sales over o 12 months period. Revenue
from these sales s recognized based on the price specified in the controct, net of the estimated violums
disconnts. Accumulsted experience is used to estimate and provide for the discounts, using the expected
value method, and revenue is only recognized to the extent that it is highly probable that a sigmificant
reversal will not oceur. A contract liability is recognized for cxpected volume discounts payable to
customens in relation 1o sales made until the end of the reporing period.

{d} Financing component

The group does not expect to have anv contracis where the period between the transfer of the prommised
goods of services to the customer and payment by the customer exceeds one year. As a conseguence, the
group dovs not adjost asy of the transaction prices for the time value of money.

Financial instruments accouniing policy

The Giraup recognizes a financial asset or o financial ability in its statement of financial position when i
becomes & pary 1o the contractizal provisions of the instrament,

At initial recognition, the Group recognizes a financial instrument at its fair value plus or minus, in the case
of a financial instrument not &t fair value through profit or loss, transaction costs that dre directly
netributable o the scquisition orissweof the fnancial instmiment.

Finuncial assels

IFRS 9 introduces new classification and measurement requirements for financial assets, IFRS 9 requines
all financial assets 1o be classified and subsequently measured at cither amortized cost or fair value, The
classification depends on the business model for managing the financial asset and the contractual cash flow
charscteristics of financial asset, determined at the time of inflial recognition.

Financial assets are classified into the following specified catepories under IFRS 9

Drebt insiruments st amortized cost;

Drebr instruments at fair value through other comprehensive income (FVOCT), with gains or losses recyched
to profit or loss on derecognition:

Equity instruments ai FYOCE, with no recyeling of gains or losses to profit or loss on derecognition; and
Financial assets at fair valwe thraugh profit and loss (FVPL)L

fa}  Fingneiol assets classifled ax amorized cosf

Debt instruments that meet the following conditions are subsequently measured ol mmonized cost less
wnpairment boss (except for debt investments that are designated as a1 fair value through profit or loss va
imitial récognition):

The asset s held within & business model wiose objective is to hold assets in order to collect comtractual
cash flows; and

The contraciual terms of the instrament give rise on specified dates 1o cash flows that are solely payments
of principal and interest on the principal amount outstandling.

If a financial asset does not meet both of these conditions, it is measured st Bair value.

The Group makes an assessment of a business model al porifolio level as this best reflects the way the
busingss is managed and information is provided o management, In making an assessement of whether an
assed is held within a business model whose objective is 1o hold assers in order to collect contractual cash
fiovas, the Group considers:



Al Hammadi Company for Development and Investment

(A Saudi Joint Stock Company) :
Notes to Condensed Consolidated Interim Financial Statements - continued

For the three months period ended 31 March 2018

4.
4.2

" & & & &

Summary of Significant Accounting Policies - continued

Significant accounting policy — continmed

Management's sated policies and objectives for the penfolio and the operation of those policies in
prclice;

The risks that affect the performance of the business model (and the financial assets held within that
business madel) and, in panicular, the way those risks are managed;

How management evaluates the performance of The portfalio;

Whether the management's strategy focus on caming contractual commission income:

The degree of frequency of any expected asset sales:

The reason for any asset sales; and

Whether assets that are sold are feld for an extended pericd of time relative 1o their contractual maturity or
are 501d shorly afier acquisition or #n extended time before materity,

In assessing whether the contractual cash flows are solely payments of principal and interest, the Cirougp
will consider the contractual terms of the instrument. This will in¢lude nssessing whether the financial assel
contains & contractual term that could change the timing or amount of contractizal cash flows such that it
wipild not mect this condition,

Income is recogmized on an effective interest basis for debt instruments measured subsequently of
wmorized cost. Interest is recognized in the income statenent,

Deelst instruments that are subsequently measured it amortized cost are subject 16 impainment,
b Finnncial wssers deslignated as FVOCT with recycling
Dbt imstruments thaz meer the fellowing conditions are subsequently measured at FYOCT:

The financial asset is held within o business model whose ohjective is schieved by both collecting
contractual cash flows and selling the financial assets; and

The comractual terms of the financial asset give rise on specified dates 1o cash flows that are salaly
payments of principal and interest on the principal ameunt cutstanding,

Fer debt financial instruments measured at FYOUCT, commission income and impairment losses or reversals
are recngnized in statement of income and computed in the same manner ae for financial assets measured at
amortized cost. All other changes in the carrying amount of these instruments ane Tecognized in other
comprebensive income and accumulated under the investiment revaluation reserve, When these instruments
ire derecognized, the cumulative gains or losses previously recagnised in cther comprehensive income ane
reclassified 1o the siatement of profit or loss,

o) Fiuuncisld axsets classlfied az FVPL

Investments in equily instruments are classified as a1 FVPL, unless the Group designates an investment that
i not held for trading as at FVOCT on initial recognition,

Dbt instruments that do not mieet the amortized cost of FVYOU] erileria are measured st FVPL. In addition,
debt mstruments that meet the amortized cost criteria bt are designated as at FYPL to avoid acciunding
mismalch are measured at fair value through income gatement. A debt instrument may be designated as at
FVPL upen initial recopnition if such designation diminates or significantly reduces a measurement or
recognition inconsistency that would arise fram measuring assets or lisbilities or recognizing the gains and
losses on them on different bases. The Group has not designated any debt instrument as FVPL since the
date of initial application of IFRS 9 {i.e. 1 January 20183,

Deha instrurments are reclassified from amortized cost to FYPL when the business model i changed such
that the amontized cost criteria are no longer met. Reciassificarion of debt instruments that are designated as
at FVPL on initial recognition is not allowed,
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4.
4.2

Summary of Significant Accounting Policies - continued
Significant accounting policy — confinued

Financial assets st FVPL are measured at fair value ot the end of each reporting period, with any gains or
losses arising on re-measurement recognized in income statement,

Commission income on debl instruments as at FYPL I included in the income statement.

Dividend income on investments in equity instruments at FVPL is recognized in statement of income when
the Group’s right to receive the dividends is established in accordance with IFRS 15 Revenue from
Contracts with Customers,

fdl Twvestmrernd in equity tnstranndnis dexignoted as FVOCT

On initial recognition, thie Group can make an ievocable election (on an instriument-By-instrument basis)
to designate investments in equity instrumends as af FYOCL Designation as at FVOCT is not permitted if
the equity investment is held for trading.

A financial asset or financial liability is held for trading if:

It s acquired or incurred principally for the purpose of selling or repurchasing it in the near term:

On initial recognition it is part of 8 portfolio of identified financial instruments that are managed together
and for which there is evidence of a recent actual pattem of shori-term profit-taking: or

It is a derivative {except for a derivative that is a financial gearaniee contract or a designated and effective
hedging mstrument),

Investments in equity mstruments at FVOCT are initially measured at fair value phis trangaction costs,
Subseguently, they are measured at falr value with gains and losses arising from changes in fair value
recogmized in other comprehensive inepime and accumalated in other reserves, Gain and losses on such
equity insiruments are never reclassified to income statement and no impaiment is recognized 0 income
stafenent. Investment in ungquoted cquity instrements which were previously sccounted for ot cost in
socordance with [AS 39, are now measured at fair value. The cumulative pain or loss will not be
reclassified to income statement on disposal of the investments.

Dhvidends on these invesiments are recognized in statement of income when the Group's right to receive
the dividends is establiched in aceordance with IAS 18 Revenue, unless the dividends clearly represent 4
recovery of part of the cost of the investment.

Investment revaluation reserve includes the cumulative net change in fair value of equity investment
measured at FVOCL When such equity instruments are derecognized, the related cumulative amount in the
fiair value reserve is transferved o retained earmings.

Imparirmeni of fimancial assets

The Group recognizes a loss allowance for expected credit losses (ECL) on debt instromients that are
meatured af amortized cost or al FVOCL lease receivables, trade receivabies, ds well as on loan
commitments and financial guaraniee contracts. No impairment foss i3 recognired for invesiments in egquity
instrsments. The amount of expected credit lasses reflects changes in credit risk since initial recognition of
the respective financial insiroment,

The Group applies the simplified approach to calculate impainment on trade recejvables and this always
recognizes lifetime ECL on such exposures, BCL on these financial assets are estimated using a flow rare
based an the Group’s historical credit loss experience, adjusted for factors that are specific 1o the debtors,
gencral economic conditbons and an assessment of both the current as well as the forecast direction of
conditions at the reporting date, including time value of money where appropriate.
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4,

4.1

Summary of Significant Accounting Policies - continued
Significant accounting policy — confimued

For all other financial instruments, the Group applies the general approach to caloubase inpairmient,
Lifetime ECL is recognized when there has been a significamt inerease in credit risk since initial
recognition and 12 month ECL is recognized the credit risk on the financial instrument has not increased
significantly since initial recognition, The assessment of whether credit risk of the financial instrument bias
increased significantly since initial recognition is made through considering the change in risk of default
octurming over the romaining life of the fingnckal instrument,

Measurement and recognition of expected credit losses

The measurement of expected credit losses is a function of the probabifity of default, loss given default (i.e.
the magnitude of the loss ifthere is a default) and tive exposure at default. The assessment of the probabilicy
of defanlt is based on historical data adjusted by Torward-looking information s described above, As for
the exposure at default for financial ascls, this is represented by the assets’ gross CRTYIng amount a1 the
reporting date. Exposure at default for off balance sheet items is arrived a by applying a credit conversion
factor 1o the undrawn portion of the exposure,

Where lifetime ECL is measured on & collective basis o cater for cases where evidence of significant
increases in credie risk 48 the individual instrument fevel may not yet be available, the financial instruments.
are grouped on the fodfowing basis:

Nature of financkal instruments (i.e. the Group's trade and other receivables, fnance lease roceivables and
amicunts due from customers are cach assessed as a separute group. Loans 1o related partics are assessed for
expected credit losses on an individual basis);

Past-duc status;

Mature, sze and industry of debiors:-and

Externnl credit ratings where available,

The Group recognizes an impairment gain or Joss in the statement of profit or loss for all financial
instrumsents with a comesponding adjustment to their camying amount through a loss allowance acoount,
cxcept for invesiments in debt instruments thal sre measured st FVOCI, for which the loss sllowancs is
recognized in other comprehensive income and accumulted in the investment revaluation reserve, and
does mot reduce the carrying amount of the financial asset in the statement of financial position.

Devecopnition of flirancial arsels

The Group derecognizes a financial asset only when the contractual rights to the cash flows from the asset
expire; or it transfers the financial asset or substantially all the risk and rewards of ownership 1 ancther
entity. If the Group peither transfer nor retains substantiaily all the risks and reward of ownerchip and
comtinues to controf the transferred asset, the Group recognizes Its retained interest in the assel and
associnted liability For amounts it may have to pay, 1f the Group retains substantially all the risks and
rewards of ownership of & transferred financial asset, the Group continues 10 recognize the financial asset
and also recognizes a collsteralized borrowing for the procesds received.

Finauncial liabilinies

Financial liabilities carried at amortized cost have been classified and measuned at amortized cost using the
effective vield method.

For financial liabilities that are designatied as ab FVPL; the amount of change in the fir value of the
financial liability that is attribagable w0 changes in the credit risk of that liability is recognized in other
comprehensive income, unless i recognition of the effects of changes in the liability's credit risk in other
comprehensive income would create or enlarge @ accounting mismatch in income stazement, Changes in
fair value attributable to & financial lisbility's credit risk are ot subsequently reclassified o income
slaterment,

14
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4.
4.2

4.3

4.4

Summary of Significant Accounting Policies - continued

Significant accounting policy ~ continmed

The liability credit reserve includes the cumulative changes in the fair value of the financial Habilities
designated as at fair value theosigh profit or loss that are atributable to changes in the credit risk of thess
linbilities and which would not create or enlarpe accounting mismatch in income statement. Amount
presented in lizbility credit reserve are nod subsequently transferred to income statement. When such
investments are derecognized, the related cumulative ameunt in the liability credit reserve is transferred to
retained earmings. Since the date of inftial application of IFRS ¢ (i.2, | January 2018), the Group has alza
not designated any financial lability as at FVPL,

Derveopnifion of flnawclal Nakilites
The Giroup derecognizes financial labilities when, and oaly when, the Group’s obligations are disichiarged,
cancelled of they cxpira,

Eevenue from contracts with customers

3 March 31 March
g mT
Medical services 93352 070 85,352 058
Pharmacentical products 59,521,200 79,487 138
In patient room charges 8,260,258 AT R0 G915
Clinical laboratory 37,545,484 3105224
Eadinlopgy 20, 2, 004 19,205 835
Physical therapy 1,650,538 2,140,186
Unbilled revenues 5,197,797 1,947,729
Sk (56,318,258) (27.913,785)
Total revenue from contracts with customers 20674083 180,225 400
Timing of Revenue recognition:
Products transferred at a paint in time 107,056,755 BO.3532, 130
Products and services tronsferred over time 93,617,328 59,893,270
Total revenue from contracts with customers 200,674,083 15,225,400

Impact on the condensed consolidated interim NMnancial statements

The Group adopted IFRS 15 and IFRS 9 using the modified retrospective method. The Group recognized
the cumulative effect of initially applying the new revenue and financial instrumient standasd as an
adjustment to the opening balance of retained eamings. The comparative information has not been restared
and continues to be reported under the accounting standards in effect for those perinds,

Thie folfowing tables summarizes impacts of adopting IFRS 15 and [FRS 9 on the Group’s condensed
consalidated interim financial statements:

ia
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4. Summary of Significant Accounting Policies - continued
44  Impact on the condensed consolidated interim financial statements - comtinued

Condensed conselidated mterim statement of fizancial position as at 31 March 2008
Balances withouot

adopiion of IFRS
As pepoirted Adjustments 15 and IFRS 9
Asgels]
Current assets:
Inventories 36,195,226 - 36,193,226
Trade receivable 374,002,639 1,062,439 376,065,078
Frepayments and other assets 37 400804 > 37 AL R0
Comrissl Assels 5,517,ER5 - 5,537,885
Amounds due from related parties 453,496 453,455
Cash and cash equivalents 48,239,475 - 48,239,475
501,827,525 2062430 503 889,964
Non-current misels
Property and eguipmaent 1,839,733, 405 - 1,839,733, 405
Goadwill 31,450,120 - A5 120
1,871, 183,525 - 1871, 183,525
Total assets _ L373011,050 2062439 2375.075,489
Liabilities and Equity
Current liahilities:
Trade pavables 39 391,002 39391002
Agcrued expenses and other liabilitics 100420 280 [0 e e
Amounts dus to related parties 204 302 Bl 302
Shori-term revolving loan RERE L 35,000,000
Long tenm loans AT AST 2580 47437250
Chovermnent grants A.552.401 395,40
Dividends payable Tl 481 T AR]
Fakot payable 16,003,152 . 16,003,152
Contract liability 342198 (3.421,957) -
247,612,924 {3.421,957% 244,190,967
Mon-current Habilities: x
Long-term loans 481,284, K18 - 48] 2%4 BIR
Emplovess” termination benefits £3,239.776 - 53239776
Ciovernmient granis L " L S 174,499,341
T, 023,945 - 708,023,945
Totul Habilities 956,636,869 (3AZ1.957) 953,214,912
uity:
!ri:iqmcwcapiw] 1,200,000,0040 1 2000, 000,000
Blatutory reserve 35945261 . 35845 261
Rietmimed earmiings I'Mﬂ 5484 309G 133,913,316
Total Equity __ 1 A416.374,181 SAR4 30 1.421,858.377
Total labililies and equity 2,373,011,050 2062439 2.3 75073,489
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4.
4.4

4.5

Summary of Significant Accounting Policies - comtinued
Impact on the condensed consolidated interim financial statements - confinued

Condensed consolidated interim statement of Profit or loss for the period ended 31 March 2018

Balinces

witlsout

adoption

of IFRS 15 and

As reported Adjustments IFHS %

Hevenue from contracts with customers 200,674,083 15654982 216,329, 065
Rental imcome 3.000 - 3900
Fevenue 26T TR - 216,332 965
Cost of operating {133.832,765) - (133,832,765)
Gross profi i, 845,218 . 2,300 204
Adiministrative expenses (1B.555384) (11 P04.635) 0, a0, 059
Dher operating income 1,667,104 - _ 1667104
Operating profic 39,956,938 43007 265
Finance charges (5177133 - (5.177.133)
Profit before xnkat 54,779 808 - IB 730 E32
Zakat (3,900,000) — ¢ (3.900,000)
Profit for the perind 20 RT0805 35T 34,830,132

Changes in accounting policy
1FRS 9 financial instruments
Reclassification from loans and receivables to financial assets at amortized cost

Financial assets classified as loans and receivables under [AS 3% that were mensured 8t amorlised cost
continue 1w e meatured st amoriised cost under IFRS 9 as they are held within a business model 1o collect
contractual cash flows and these cash flows consist solely of payments of principal and interest on The
principal amount owtstanding,

Mensorement of fingncial instruments

The adoption of IFRS 9 has fundamentally changed the Group's accounting for impairment losses for
financial assets by replacing TAS 39y incurred loss approach with & forward-locking expected credit loss
(ECL) approach.

IFRS 9 requires the Group to record an allowance for ECLs for all loans and ather debt financial asseds not
held al FVPL.

ECLs are based on the difference bemween the contraciual cash fows due in accordance with the eontrct
and afl the cash flows than the Group expects 1o receive, The shortfall is then discounted ot an
approximation W the asset’s original effsctive intersst rate.

ik
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4.
4.5

b)

summary of Significant Accounting Policies - continued

Changes in accounting policy - continued

For Trade and other receivables, the Group has applied the standard's simplified appreach and has
calculated ECLs based on lifetime expected credit losses, The CGroup has established a prondisiom midtrx thad
1 based on the Growp's historical credit loss experience, adijusted for forward-looking factors specific o
the debtors and the cconomic aitvironmend.

The adoptiens of the ECL requirements of IFRS 9 resulied incresse in impairment allowances of the
Giroup's debt financial assets, The increase in allowance resulted in adjustment to Retained earnings.

The impact of the change in impairment methodology on the group's equity is SAR 1,534,069, The impact
on condensed consolidated interim statemient of profit or loss for the three momths ended 31 March 2018,
resulting in increases in Administrative expenses amounting to SAR 528,370 respectively.

IFRS 15 Bevenue from contracis with customers

Under 1AS 18, the Group recognized revenue from providing services in the reporting period in which the
services are rendered and revenue from sale of goods when a customer obtaing comtrols of the goods ar g
point in time ie.on delivery, which is in line with the requirements of IFRS 15. As a result, thers is no
mizterial impact of adopiing ‘IFKS. 15 Reverue from Contracts with Cuslomers™.

Under IFES 15, any eamed consideration that is conditional should be recognized a3 a contract asset rather
thun receivable. Therefore, upon adoption of IFRS 15, the Crroup made reclasafications from receivable to
Contract assels amounting to 5,537,885 as at 31 March 2018,

The Group provides retrospective volume rebales to ifs custonters on all products purchased by the
customer once the quamtity of products purchased during the period exceeds a threshold specified in the
contract. The customer on subsequent purchases offsels rebates against amounts payable. Prior to adoption
of IFRS 15, ihe Group recognize volume discount on an aciual basis.

Under IFRS 15, retrospective volume rebates give rise to variable consideration. To cstimate the variahle
consideration (o which it will be entitled, the Group applied selected method that best predicts the amount
of variable considesation was primanly driven by the number of volome thresholds contained in the
contract. The Group then applics the requirements on constraining estimates of variable consideration.

The sbove change in accounting policy has resulted in SAR 3,421,957 amount of adjustment in the curment
period net profit and has resulted in recopnition of amownt 3,421,957 as contract liabilities,

Under 1AS 18, the provision for rejection was recognized under Administrative expenses. instead of netting
off against Revenue. The impact of this change is thi revenue is decreased with the amount of provision
for rejection,

Segment Information

The Group’s operations are principally comprised of one operating segment, which s the health-care
services as of the dae of the accompanying condensed consolidated interim Financial statements.
Accordingly, segment information is not applicable. Furthermore, all of the Ciroup's operations  are
conducted in Sasdi Ambia,
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.

Earnings per share

Basic eamnings per share (EPS) is caleulmed by dividing the profit for the peried atiributable o ordinary
equity helders by the weighted average rumber of ordinary shares cuistanding during the period. Diluted
earnings per shase is the same as the regular or basic eamings per share as the Group does nod have any
convertible securilies or diluled instruments to exercise,

The follewing table reflects the income and share dita used in the basic and diluted EPS computations.

31 March 31 March
018 2017
Profin for the period 30,879,805 27,968,748
Weighted averige number of ardinany shires _ 120,000,000 120, 0. 00
Basic and diluted camings per.share 026 023
Share capital

Share capital of the Company & 1,200,000,000 SR consists of 120,000,004 fully paid ordinary shares with
& par value of SR 10 (31 December 2017: SE 1, 200,000,000),

Employees’ Termination Benefits

The following tables summarize the components of end of service benefits recognized in the condensid
consolidated isterim statement of profit or loss and amounts recognized in the condensed consolidated
interim satement of comprehensive income and condensed consolidated interim stalement of fimangial
position:

af -IJI'I-IEIH'-I'I-FMﬂfﬂﬁdﬂﬂﬂmdﬂiﬂtﬂﬂbﬁdﬂrﬂiﬁﬂfﬂﬂﬂtﬂﬂ{fﬁ#ﬂdﬁpﬁﬂhﬂ:

31 Miarch 2018 31 December 2017
SAR SAR

Present value of defined beneflt obligation 53230, 776 50,100,456

] Benefit expense frecognized in the condensed consolidated interin statement af priie or fossl:

3 Machk 2018 31 Mareh 2017

SAR 5AH
Current service cost 4,156,032 3048635
Special commission oo 532317 431,329
Benefit expense 4008345 3470 864
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8.

Employees® Termination Benefits - conffnued

5] Movement in the present value of defined benefit obligation:
31 March
2018

SAR

Present value of defined benefit obligation at beginning of the period / year  S100.456
Charge recognized in condensed consolidated statement of profit or loss:

Current service cost 4,156,032
Special commission cost s3317
Actuarial 1oss on defined benefit plan recognized in condensed consolidated 4,266
interim statement of comprehensive income

Benefits paid {1, 513.3'9'5}
Present value of defined benefit obligation at end nf the poeriod | year 5},235 76

31 Pecember
2017

SAR
586,187
1 2933,677

L.724.913
519,721

(ﬂ_ﬁjﬁ.ﬂlli
SEI 100 4515-

L Frincipal acinuriual assumptions:

M March 2008 31 December 2017

SAR SAR

Discount rate 4.5 % 4.5 9

Salary increase rate 35 i%

Retirement ape &0 years fil) years
Government grants

31 March A1 December

2018 7

SAR SAR

Al January 172,721,439 157,920,581

Received during the perind \ year T 328,006 24 455.551

Ciowernment grants release {1,597,703) {3.658.603)

At 31 March 178,451,742 172721439

31 March M December

2R 2007

SAR SAR

Currens 395140 3,952,401

I 1= CRETETH 174499341 Iﬁﬂ.'?ﬁﬂ',ﬂﬂ-s

178,451,742 I TEI,-HEI

On July 2015, the Group obixined s free interest loan from the Ministry of Finanee to fund the construction
of the new hospital in Al Nuzha ared and the purchase of the indispensable medical and non-medical

equipmant. The conditions and contingencies attached to these grants has been met.
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12

Loans
3 March 2018 31 Decembor 2017
S5AR SAR
Loans from Ministry of Finance 26,267,778 195,704,303
Loans from commercial banks 357474300 321,602,077
S63, 742,078 517,306,180
Current portion 2457250 40,000.000
Mon-current portion 451,284,828 477306 380

Loans from Ministry of Fisance

Un 18 September 2003, The Group obiained a loan from the Minisiry of Finance to fund the construction of
the new hospital in Al-Suwaidi area and the purchase of the indispensable medical and non-medical
equipment. This lean gualifies to be considered as povernment grent because the Ministry of Finance
represent & govemmental body and provides the Group with a zero interest loan. The value of the loan is
[4%.1 million SR, The Group has ueilized it in full as s 31 March 2018 {31 December 2017 SAR 149,
million). The installments are determined in light of how much of the total value of the grant is actually
spert at the end of the duration of this agreement afier dividing the toal dishursements on Iwenly equal
annual installments. The maturity of the first installment will be after five vears from the date of signing the
arrangemeat. This lean is in Saudi Riyals without any financing commissions and is collateralized by &
morlgage of the property and equipment of Al-Hammadi Hospital in Al-Suwaidi,

O 19 January 2015, the Group signed another financing agresment with the Ministry of Finaivee to fund
the building of the housing compound related to Al-Suwaidi Hospial project. The value of the loan is SR
275 million of which the Group has utilized it in full 25 at 31 March 2018 (31 December 2017- SR 27.5
million), The loan is to be repaid over rwenty equal anmeal installments afler a grace period of five years,

Un & July 2013, the Uroup signed a third financing agreement with the Ministry of Finance to fund part of
the constnection and formnishing costs of the hospital in Al-Wuxha, This loan amounted SR 1975 million and
docs not carry any fnancing commissions of which the Group has wilized SR 1975 million a5 a1 31 March
2018 {31 December 2017 SR 1829 million). The loan is 1o be repaid over twenty equal annual
installments afier a grace period of five vesrs,

Loans from commercinl banks

The maturitics of the losg-term loans are a: follow:
31 March X018 31 Becomber 2017

SAR SAR

2018 82,457,250 40,000,000
2019 144,000,000 144,000,000
After thist ) 131,017,050 137,602,077
357,474,300 321,602,077

During the peried ended 31 Masch 2018, the Group capitalized financial charges amounted to SR 0.40
millicn (31 December 2017: SR 5.8 million). Finance expense charged for the period ended 31 March 2018
amounted to BR 5.2 million (31 March 201 7: 5837 million),
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Financial assets and financial liabilities
Financial instruments risk management objectives and policies

Ihe main condensed consolidated mterim financial instruments carried on the Group's statement of
financial position include cash and cosh equivalems, sccounts receivables and other current ansets, due
from related panties, accounts payshles, loans, due 1o related pasties, accrued liabilities and other currem
liabilities. The main purpose behind the Group's financial liabilities is to fimance the opersions and 1o
provide puarantees 1o suppon the operations,

The Group's activities exposed it 1o varlous risks, These risks are: Market risk (which includes: Currency
risk, fair value and cash flow interest rate risks and price risk), Credit risk and Ligquidity risk. The Group's
sefics managentent oversees the management of these risks, The Group's senioe management is siupparted
by a financial risk commitiee that advises on financial risks and the appropriote financial rsk povemance
framework for the Group, The financial risk committee provides assurance to the Ciroup's senior
management thal the Group’s financial risk activities are governed by appropriate policies and procedures
and that financial risks are identified, measured and mansged in accardance with group policies and group
risk appetite. The board of Directors reviews and agrees policies for managing each of these risks, which
are summanzed below,

Mprker Risk

Market risk is the risk that the fair value of fiture cash flows of a financial instrument will fuctuste
because of changes in markel prices. Market prices comprise three types of risk: interest rate risk, currency
risk gl other price risk such as equity price risk and commodity price risk. Financial instruments affected
by markel risk include: loans, borrowings and deposits.

Lurremcy Risk

It is the risk that the value of a fnancial instrument will fuctuate due to changes in Foreign exchange rates.
The Group's wransactions are principally in Saudi Riyals and US Dollars, As the Saudi Rival is pegped o
US Dollar. the Group does not have significant exposurs o currency risk. The Group has also some
transactions in EURD which were not significant as at 31 March 2018 (31 December 2 7).

Fair value and cash fow interest mee risks: the exposures 1o varions risks wssociated with the effect of
fluctuations im the prévailing interest rates on the Ciroup’s financial positions and cash flows, The Ciroup
monitors the commission rate fluctuations on a continuods basis and acts accordingly. The Ciroup’s
commission rates principally relate to its borrowings and are subject to change on periodic basis,

Price Risk

Price risk is the risk that the value of a financlal instrument will fluctuite o a result of changes in market
prices, whether those changes are caused by factors specific o the individual instrument or its isseer or
factors affecting all instruments traded in the marker. The Group is currently not exposed to peice risk as it
has no investments in markesable securities,

Credit Kivk

Credit risk is the risk that 2 counterparty will pot meet its obligations under & finamcial instrument or

customer contract, leading to a financial foss, The Group places its cash with banks that have sound credit
ratings. Accounts receivables and duc from related parties are carried net of provision for doubtful debes.

Ligeatalne Hisk

Liquidinty risk is the risk that an enterprise will encounter difficulty in raising funds to neet commitments
associated with financial instruments. Liguidity risk may result from an ingbility to sell o financial asset
quickly at an amount close to it falr value, Liguidity risk is managed by monitoring on a regular basis that
sufficient funds are available throogh commitied credit facilities 1o meet any future commitments,
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12,

1)

Standards issued but not vet effective

The standards that are issued, but not effoctive, up to the date of issuance of the Group's condensed
consolidated interim financinl statements are listed below, The Group intends to adopt these standards, if
applicable, when they become effeciive,

IFRE 14 Legses

IFRS. 16 was Issued in Jaruary 2016 and IFRS 16 replaces existing leases guidance including 1AS 17
Leases, [FRIC 4 Determining whether an Amangement contains a Lease, SIC-15 Ogperating Leases-
Incentives and S1C-27 Evaluating the Substance of Transactions Involving the legal Form of a lease.

IFRS 16 sets owt the principles for the recognition, measurement, presentation and disclosure of leases and
reguires bessees to account for all leases under a single on-statement of financial position maodel similar 10
the accounting fir finance leases under 1A% 17,

The standard includes two recognition exemptions for lessees - leases of low-value® assets (&g, personal
computers) and shon-term leases (e, leases with a lease term of 12 months or less). At the
commencement date of & lease, a lessee will recognize a lability 1o make Jease payments (i.e., the lease
liability) and an asset representing the right to use the underlying asset during the lease term (i.e., the right-
af-use asset). Lessees will be required 1o separately recognize the interest expense on the lease liability and
the depreciation expense on the right-of-use asset.

Lessees will be also required 1o re-measure the lease liability upon the cccumence of certain events (eg.n
change in the lease term, a change in future lease payments resubting from a change in an index or rate used
to determine those payments). The lesses will generally recognise the amount of the re-measurersent of the
lease liability as an adjustrent 1o the right-of-use asset,

Lessor accounting under IFRS 16 i substantially unchanged from today's accounting under [AS 17
Lessors will continue o classify all leases using the same classification principle as in 1AS 17 and
distinguish between two types of leases: operating and finance leases.

IFR5 16 also requires lessees and lessors to make more extensive disclosures than ander 145 1 7. IERS 16
is effective for annual perieds beginning on or afier 01 January 2019, Early application is permitied, bt not
before an entizy applies IFRS 15, A lessee ean choose to apply the standard using cither a full retrospective
of & modified retrospective approach. The standard"s transition provisions penit cerain reliefs,

Significant Events and Transactions
Un 31 lanuary 2018, the Company acquired 100% of the shares and voting interest in Medical Support
Services Company for SR 428 million. As a result, the Group have been consolidated condensed interirn

financial statements of the Company and its subsidiaries for the period ended 31 March 2018 for the first
liime,

Goodwill arising from the acquisition has been recognized as follows:

Considention transferred A8, 000 600
Fair value of idemifizble pet assets (16,549 880)
Goodwall 31,450,120
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Subséquent Evenls

On 30 April 2018, the Company announced the awarding of o SAR 347 millicn comract to Pharma Serve
Co., & whally-owned subsidiary of Medical Support Services Company (a fully owned subsidiary of the
Company) for & period of 24 months, in relation 1o the main unified pricurement tender for vaccines o all
participating government health authorities for the year 20180, sceording to the award letter received from
the Natienal Uinified Procurement Company (NUPCO) dated 13 Shaban 1439H, correspanding 1o 29 April
2 BG. The Company will announce in due coures any further developments inchuding the official signing
of the comract. The financial impact of this project is expected to start in the third quarter of the fiscal year
2018G.

Approval of the condensed consolidated interim financial statements

The condensed consolidated interim financial daterents have been approved by the board of directors oa
|5 Shaban 1439H corresponding 1o | May 2018,
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