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To the Shareholders of
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Introduction:

We have reviewed the accompanying condensed interim consolidated balance sheet of
MIDDLE EAST HEALTHCARE COMPANY (MEAHCO) — (the company) as of
September 30, 2017, and the related condensed interim consolidated statements of profit and
loss and comprehensive income for the three and nine month ended September 30, 2017,
interim consolidated statement of changes in shareholders’ equity and the interim
consolidated statement of cash flows for the nine months ended September 30, 2017,
together with the notes from (1) to (20). These interim consolidated financial statements are
the responsibility of the Company’s management. Management is responsible for the
preparation and fair presentation of this condensed interim consolidated financial
information in accordance with IAS 34 as endorsed in the Kingdom of Saudi Arabia. Our
responsibility is to express a conclusion on this condensed interim financial information
based on our review.

Scope of Review:

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

Conclusion:
Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim consolidated financial information is not prepared, in all
material respects, in accordance with IAS 34, as endorsed in the Kingdom of Saudi Arabia.
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

CONDENSED INTERIM CONSOLIDATED BALANCE SHEET

AS AT SEPTEMBER 30, 2017

(UNAUDITED)
NOTE  September 30, December 31, January 01,
2017 2016 2016
ASSETS SR. SR SR.
Non-Current assets
Operating fixed assets 1,025,887,247 883,197,979 877,630,413
Intangible assets 3,859,865 3,879,459 3,664,957
Capital work in progress 108,007,253 227,604,025 155,879,487
“Total non-current assets 1,137,754,365 1,114,681,463 1,037,174,857
Current assets
Inventories 6 95,387,705 90,647,345 77,004,440
Trade receivables 7 1,191,157,405 1,146,151,737 901,272,991
Advances, deposils, prepayments
Other receivables 97,525,471 44,112,282 46,533,532
Cash and bank balances 47,142,218 155,090,776 55,800,376
Total current assets 1,431,212,799 1,436,002,140 1,080,611,339
Total assets 2,568,967,164 2,550,683,603 2,117,786,196
EQUITY AND LIABILTIES
Equity
Share capital 16 920,400,000 920,400,000 920,400,000
Statutory reserve 124,819,329 124,819,329 88,633,324
Retained earnings 587,341,371 549,173,636 395,606,340
Equity attributable to shareholders 1,632,560,700 1,594,392,965 1,404,639,664
Non-controlling interests 58,276,629 59,351,808 61,037,989
Total equity 1,690,837,329 1,653,744,773 1,465,677,653
Non-current liabilities
Long term loans and borrowings 8 129,831,796 128,515,326 55,898,932
Other non-current financial liabilities 29,081,609 20,745,781 26,987,973
Deferred income /gain 9 22,807,596 16,302,619 18,217,991
End of service benefits 11 174,993,982 161,759,716 144,033,101
Total non-current liabilities 356,714,983 327,323,442 245,137,997
Current liabilities
Loans and borrowings 8 143,231,383 186,731,384 95,126,260
Creditors, accrued and other liabilities 10 378,183,469 382,884,004 311,844,286
Total current liabilities 521,414,852 569,615,388 406,970,546
Total liabilities 878,129,835 896,938,830 652,108,543
Total equity and liabilitie, 2,568,967,164 2,550,683,603 2,117,786,196

Chairman
The attached notes are an integral part of these condensed interim consolidated financial statement

Chief Executive Officer

s s

amoun Al Najjar

s

Alarma Varghese Thomas
Chief Financial Officer



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

CONDENSED INTERIM CONSOLIDATED STATEMENT OF PROFIT AND LOSS AND
COMPREHENSIVE INCOME

FOR THE THREE AND NINE MONTH PERIODS ENDED SEPTEMBER 30, 2017

(UNAUDITED)
NOTE For three month from For the nine month from
1/7 to 30/9 1/1 to 30/9
2017 2016 2017 2016

Revenues 15 396,618,947 379,088,130 1,212,204,380 1,210,679,530
Cost of revenue { 219,680,019) (179,687,439) (645,397,125) (582,175,165)

Gross profit 176,938,928 199,400,691 566,807,255 628,504,365
Selling and marketing expenses 12 (45,876,219) (34,681,982) (123,293,881) (139,999,766)
General and administrative 13 (80,209,776) (73,621,074) (236,360,070) (217,170,574)

Expenses N
Results from operating activities 50,852,933 91,097,635 207,153,304 271,334,025
Other income 4,162,138 6,700,312 10,862,183 14,567,682
Earning before finance cost 55,015,071 97,797,947 218,015,487 285,901,707
Finance cost ( 1,447316) ( 5,195,887) ( 9,302,102) ¢ 9,033,331)

Net profit before zakat 53,567,755 92,602,060 208,713,385 276,868,376
Zakat and income tax expenses ( 1,015,002) 6,511,912 ( 7,040,829) e

Net profit for the period 52,552,753 99,113,972 201,672,556 276,868,376
Profit attributable to:
Shareholders’ of the Company 60,032,701 99,644,244 222,247,735 271,919,421
Non-controlling interests ( 7.479,948) ( 530,272) ( 20,575,179) ( 1,051,045)

Net 52,552,753 99,113,972 201,672,556 276,868,376

Other Comprehensive Income:
Other comprehensive income not to be reclassified to
profit or loss in subsequent periods: - - -- --

Total Comprehensive Income for the period 60,032,701 99,644,244 222,247,735 277,919,421

Comprehensive Income attributable to:

Shareholders’ of the Company 60,032,701 99,644,244 222,247,735 277,919,421

Non-controlling interests ( 7,479,948) ( 530,272) ( 20,575,179) ( 1,051,045)
Net 52,552,753 99,113,972 201,672,556 276,868,376

EARNINGS PER SHARE (Saudi Riyal)

Basic and diluted earnings per share attributed

to the shareholders of the company 1.08 2.41 ™\ 3.02
Noofshares 92,040,000 92,040,000 92,040000
e L 4
Abdulydlil Batterjee Mohammed Mamoun Al Najjar Alarma Varghese Tmlsf’

Chairman Chief Executive Officer Chief Financial Officer

The attached notes are an integral part of these condensed interim consolidated financial statement
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

CONDENSED INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM JANUARY 1, 2017 TO SEPTEMBER 30, 2017

(UNAUDITED)

September 30, September 30,
2017 2016
SR. SR.
FROM OPERATING ACTIVITIES
Net profit for the period 201,672,556 276,868,376
Adjustment to reconcile net income to net cash (used in) provided by :
Depreciation & Amortization 56,691,704 47,457,283
End of service benefits 13,234,266 14,081,374
Zakat 7,040,829 -
Net adjusted profit 278,639,355 338,407,033
Changes in operating assets and liabilifies:
Trade receivable ( 45,005,668) ( 355,972,696)
Inventories ( 4,740,360) 638,950
Advances, deposits, prepayments and
other receivables ( 53413,189) 4,448,010
Creditors, accrued and other liabilities ( 16,747,842) 65,694,119
Net cash provided by operating activities 158,732,296 53,215,416
FROM INVESTING ACTIVITIES
Operating fixed assets ( 22,034,573) ( 44,028,042)
Intangible assets ( 526,951) 793,060
Capital work in progress ( 57,203,082) ( 71,960,629)
Net cash (used in) investing activities ( 79,764,606) ( 115,195,611)
FROM FINANCING ACTIVITIES
Loans and borrowings ( 42,183,531 214,196,111
Other non-current financial liabilities 13,342,306 ( 4,159,201)
Deferred revenue 6,504,977 ( 1,436,530)
Dividend paid ( 184,080,000) ( 184,080,000)
Income tax reimbursed from Zakat & Tax Authority -- 13,552,448
Non-controlling interests 19,500,000 1,467,280
Net cash (used in) provided by financing activities  ( 186,916,248) 39,540,108
NET CHANGE IN CASH AND BANK ( 107,948,558) (22,440,087
CASH AND BANK AT BEGINNING OF THE PERIOD 155,090,776 55,800,376
CASH AND BANK AT END OF THE PERIOD 47,142,218 33,360,289
None Cash Transaction
Capital work in progress capitalized 176,799,854 --

obhi Abduljalil Batterjee
Chairman

Mohammed Mamoun Al Najjar
Chief Executive Officer

(

Alarma Varg]
Chief Financial Officer

The attached notes are an integral part of these consolidated financial statements



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from January 01, 2017 to September 30, 2017

GENERAL INFORMATION

Middle East Healthcare Company (the “Company”) and is subsidiaries (collectively the
*Group”) consist of the Company and its various branches and a subsidiary in Saudi Arabia.
The Company was a closed joint stock company operating under commereial registration
number 4030149460 dated Rabie Al-Thani 06, 1425 (H) corresponding to May 25, 2004
(G).

On Rabi Al-Awal 19, 1437 (H) cotresponding to December 30, 2015 (G) the Company
obtained approval from Capital Management Authority (CMA) to offer 27,612,000 shares
i Initial Public Offering and the Company’s shares are listed at Saudi Stock Exchange
(Tadawul) on Jumada Al-Thani 20, 1437 (H) corresponding to March 29, 2016 (G).
Accordingly the Company was converted to a Public Joint Stock Company.

The main objective of the Company is managing, operating and maintaining hospitals,
medical centers, educational centers, rehabilitation centers, physiotherapy, laboratories and
radiology centers, pharmacies, construction and to buy land for the purpose of constructing
medical projects and to establish, manage and organize exhibitions for the company.

The Company has investments in the following branches and subsidiaries (collectively
referred to as the “Group™} at the reporting periods:

Direct and indirect subsidiaries of the Company

Operating entities/ subsidiary

Entry/Subsidiary name Commercial Issuedon  Corresponding Ownership interest
Registration No, To (%) at September 30
2017 2016
Saudi German Hospital ~ Jeddah 4030124187 Safar 05, 1419 May 30, 1998 100% 100%
Saudi German Hospital — Riyadh 1010162269  Rajab 24, 1421 Oclober 22, 2000 100% 100%
Saudi German Hospilal — Aseer 5855019364 DhulHijah 28, 1420 April 03, 2000 1005 1009
Saudi German Hospilal — Madinak 4650032398  Safar 18, 1423 August 05, 2002 100% 1005
Abdul Jaleel Ibrahim Batierjee Sons
Deavelopment Co. 4030181710 Shaban 04, 1420 August 06, 2008 1004 1005
Saudi German Hospitsl — Dammam 2050105713 Rajab 18, 1436 May 07, 2015 100% 100%
National Hail Company for Healthcare
[NHC) A Closed Ininily Siock Co. 3350019735 Rajab 02, 1428 Taly 16, 2007 3233% 32.33%

The Company hold 32.33% in NHC, however based on control exercised by the Group, NHC
has been consolidated as subsidiary refer note 2.2. The 67.67% shares in NHC are disclosed
as Non-Controlling interest.



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from January 01, 2017 to September 30, 2017

(UNAUDITED)

22

SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation and Statement of Compliance

The consolidated financial statements of the Middle East Healthcare Company (the
“Group™) are prepared in accordance with International Financial Reporting Standards
(IFRS) as issued by International Accounting Standards Board (“IASB™) and the
requirements of the Regulations for Companies and the Company's By-Laws in so far as
they relate to the preparation and presentation of the financial statements.

For all periods, up to and including the year ended December 31, 2016 the Group prepared
its financial statements in accordance with the accounting standards generally accepted in
the Kingdom of Saudi Arabia, issued by Saudi Organizations for Certified Public
Accountants (“SOCPA”). The first interim condensed consolidated statement for the three
meonths’ petied ended on 31.03.2017 were prepared under IFRS as adopted by SOCPA
which represent part of the period covered by its IFRS financial statements. The Group has
consistenily applied the same accounting policies throughout all the periods presented.
IFRS 1 first-time Adoption of International Financial Reporting Standards has been
applied. Refer to Note 4 for information on how the Group adopted IFRS.

The consolidated financial statements have been prepared on a historical cost basis, except
for derivative financial instruments and available-for-sale (AFS) financial assets that have
been measured at fair value. The consolidated financial statementis are presented in Saudi
Riyal.

Basis of consolidation

The consolidated financial statements comprise of the financial statements of the Group
and its subsidiaries.
Control is achieved when the Group is exposed, or has rights, to variable retumns from its
invelvement with the investee and has the ability 1o affect those returns through its power
over the investee. Specifically, the Group controls an investee if, and only if, the Group
has:

¢ Power over the investee (i.e., existing rights that give it the current ability to direct

the relevant activities of the investce).
* Exposure, or rights, to variable returns from its involvement with the investee.
= The ability to use its power over the investee to affect its returns,

Generally, there is a presumption that a majority of voting rights results in control, To
support this presumption and when the Group has less than a majority of the voting or
similar rights of an investee, the Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

* The contractual arrangement(s} with the other vote hotders of the investee
¢ Rights arising from other contractual arrangements.
¢ The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control.
Consolidation of a subsidiary begins when the Group obtains control over the subsidiary
and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and
expenses of a subsidiary acquired or disposed of during the year are included in the
consolidated financial statements from the date the Group gains control until the date the
Group ceases to control the subsidiary.

-



MIDDILE EAST HEALTHCARE COMPANY (MEAIICO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the pericd from January 01, 2017 o September 30, 2017

(UNAUDITED)

23
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2.3.2

Profit or loss and cach component of other comprehensive income (OCI) are attributed to
the equity holders of the parent of the Group and to the non-controliing interests, even if
this results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring
their accounting policies into line with the Group’s accounting policies. All intra-group
assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

Summary of significant accounting policies

The following are the significant accounting policies applied by the Group in preparing its
consolidated financia! statements:

Current versus non-current classification

The Group presents assets and liabilities in the statement of financial position based on
current/non-current classification. An asset is current when it is:

* Expected to be realized or intended to sold or consumed in the normal operating
cycle

¢ Held primarily for the purpose of trading.

¢ Expecied to be realized within twelve months after the reporting period, or

* Cash or cash equivalent unless restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period. All other assets are
classified as non-current.

A liability is current when:
* It is expected to be settled in the normal operating cycle
¢ It is held primarily for the purpose of trading
¢ Iiis due to be settled within twelve months after the reporting period, or
* There is no unconditional right te defer the settlement of the liability for at least
twelve months after the reporting period

The Group classifies all other liabilities as non-current. Deferred tax assets and liabilities
are classified as non-current assets and liabilities.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The fair
value measurement is based on the presumption that the transaction to sell the asset or
transfer the liabitity takes place either:

¢ In the principal market for the asset or liability or _
¢ In the absence of a principal market, in the most advantageous market for the asset
or liability

The principal or the most advantageous market must be accessible by the Group. The fair
value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

8-



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from January 01, 2017 1o September 30, 2017

(UNAUDITED)

A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits from the asset’s highest and best use or by selling it
to another market participant that would utilize the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unohservable inputs,

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy. This is described, as follows,
based on the lowest level input that is significant to the fair value measurement as a whole:

¢ Level | — Quoted (unadjusted) market prices in active markets for identical assets
or liabilities

» Level 2 — Valuation techniques for which the lowest level input that is significant
1o the fair value measurement is directly or indirectly observable

¢ Level 3 — Valuation techniques for which the fowest level input that is significant
to the fair value measurement is unobservable

For assets and liabilities that are recognized in the financial statements at fair value on a
recurring basis, the Group determines whether transfers have occurred between levels in
the hierarchy by re-assessing categorization (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.
The Group’s management determines the policies and procedures for both recurring fair
value measurement, such as derivatives and unquoted available-for-sale financial assets,
and for nonrecurring measurement, such as assets held for distribution in discontinued
operations.

At each reporting date, management analyses the movements in the values of assets and
liabilities which are required to be remeasured or re-assessed as per the Group’s accounting
policies. For this analysis, management verifies the major inputs applied in the latest
valuation by agreeing the information in the valuation computation to contracts and other
relevant documents.

Management, in conjunction with the Group’s valuers, also compares the change in the fair
value of each asset and liability with relevant external sources to determine whether the
change is reasonable.

For the purpose of fair value disclosures, the Group has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liabitity and the
level of the fair value hierarchy, as explained above.



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from Janvary 01, 2017 to September 30, 2017

(UNAUDITED)
233 Zakatand Taxes
Zakat

The Company and its subsidiaries are subject to Zakat and income tax in accordance with
the regulations of General Authority of Zakat and Income Tax (“GAZT"). Company’s
zakat and its share in zakat of subsidiaries and associates are charged to consolidated
statement of income. Zakat and income tax atributable to other Saudi and fareign
shareholders of the consotidated subsidiaries are charged to Non-Controlling interest in the
accompanying consolidated statement of balance sheet. Additional zakat and income tax
tability, if any, related to prior years® assessments arisin g from GAZT are accounted for
in the period in which the final assessments are finalized.

Current income fax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authoritics. The tax rates and tax laws
used to compute the amount are those that are enacted at the reporting date where the Group
operates and generates taxable income,

Current income tax relating to items recognized directly in equity is recognized in equity
and not in the income statement. Management periodically evaluates positions taken in the
tax refurns with respect to situations in which applicable tax rules are subject to
interpretation, and establishes provisions, if any.

Deferred tax

Deferred tax is provided using the tiability method on temporary differences between the
tax bases of assets and liabilities and their cairying amounts for financia! reporting
purpaoses at the reporting date,

Deferred tax liabilities are recognized for all taxable temporary differences, except:

* When the deferred tax liability arises from the initial recognition of goodwill or an
asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss

* In respect of taxable temporary differences associated with investments in
subsidiaries and associates, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will
not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the camry
forward of unused tax credits and unused tax losses, to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences.

The carry forward of unused tax credits and unused tax losses can be utilized, except:
* When the deferred tax asset relating to the deductible temporary difference arises
from the initial recognition of an asset or liability in a transaction that is not a

business combination and, at the time of the tansaction, affects neither the
accounting profit nor taxable profit or loss

-10-



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from January 01, 2017 to September 30, 2017

(UNAUDITED)
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¢ In respect of deductible temporary differences associated with investments in
subsidiaries and associates, deferred tax assets are recognized only to the extent that
it is probable that the temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary differences can be
utilized
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax asscts
are reassessed at cach reporting date and are recognized to the extent that it has become
probable that future taxable profits will altow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply
in the year when the asset is realized or the liability is settied, based on tax rates (and tax
laws) that have been enacted or substantively enacted at the reporting date,

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists
to set off current tax assets against current income tax liabilities and the deferred taxes
relate to the same taxable entity and the same taxation authority. Tax benefits acquired as
part of & business combination, but not satisfying the criteria for separate recognition at
that date, are recognized subsequently if new information about facts and circumstances
change, The adjustment is either be treated as a reduction to goodwill (as long as it does
not exceed goodwill) if it is incurred during the measurement period or recognized in profit
or loss.

Property, plant and equipment

Plant and equipment are stated at cost, net of accumulated depreciation and/or accumulated
impairment losses, if any. Such cost includes the cost of replacing paris of the property,
plant and equipment and borrowing costs for long-term construction projects if the
recognition criteria are met.

When significant parts of property, plant and equipment are required to be replaced at
intervals, the Group rccognizes such parts as individual assets with specific useful lives
and depreciates them accordingly. Likewise, when a major inspection is performed, its cost
is recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in
the profit or loss as incurred. The present value of the expected cost for the
decommissioning of the asset after its use, is included in the cost of the respective asset if
the recognition criteria for a provision are met. Purchased software that is integral to the
functionality of the related equipment is capitalized as part of that equipment.

Depreciation is calculated over the depreciable amount, which is the cost of an asset, less
its residual value on a straight-line basis over the estimated useful lives of the assets as
follows:

- Building 15 to 45 years

- Plant, machinery and equipment 4 to 15 years.

- Computer equipment 4 {0 10 years

- Motor vehicles 4 to 10 years

Furniture and fixtures 4 to 10 years

- Office equipment 4 to 10 years

- Leasehold improvement - period of lease or 20 years, whichever is less
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Construction in progress and fand are not depreciated. An item of property, plant and
equipment is derecognized upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the carrying amount of the asset)
is included in the statement of profit or loss when the asset is derecognized, Changes in
the expected useful life or the expected pattern of consumption of future economic bencfiis
embodied in the asset are accounted for by changing the depreciation period or method, as
appropriate, and are treated as changes in accounting estimates. The cost of replacing a
part of an item of property, plant and equipment is recognized in the carrying amount of
the item if it is probable that the future economic benefits embodied within the part will
flow to the Group, and its cost can be measured reliably, The carrying amount of the
replaced part is derecognized. The costs of the day-to-day servicing of property, ptant and
equipment are recognized in profit or loss as incurred.

The residual values, useful lives and methods of depreciation of property, plant and
equipment are reviewed at each financial year end and adjusted prospectively, if
appropriate.

Leases

The determination of whether an arrangement is, or contains, a lease is based on the
substance of the arrangement at the inception date, The arrangement is assessed for whether
fulfillment of the arrangement is dependent on the use of a specific asset or assets or the
arrangement conveys a right to use the asset or assets, even if that right is not explicitly
specified in an arrangement.

For arrangements entered into prior to January 01, 2017, the date of inception is deemed to
be January 01, 2017 in accordance with IFRS 1 First-time Adoption of International
Reporting Standards.

Group as a lessee

Finance leases that transfer to the Group substantially all of the risks and benefits incidental
to ownership of the leased item, are capitalized at the commencement of the lease at the
fair value of the leased property or, if lower, at the present value of the minimum lease
payments. Lease payments are apportioned between finance charges and a reduction in the
lease liability so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are recognized in income statement.

Finance leases that transfer to the Group substantially all of the risks and benefits incidental
to ownership of the leased item, are capitalized at the commencement of the lease at the
fair value of the leased property or, if lower, at the present value of the minimum lease
payments. Lease payments are apportioned between finance charges and a reduction in the
lease liability so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are recognized in income statement.

An operating lease is a [ease other than a finance lease. Operating lease payments are

recognized as an operating expense in the statement of profit or loss on a straight-line basis
over the lease term,

-12-
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Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an
asset that necessarily takes a substantial period of time to get ready for its intended use or
sale are capitalized as part of the cost of the respective asset. All other borrowing costs are
expensed in the period in which they occur. Borrowing costs consist of interest and other
costs incurred in connection with the borrowing of funds.

Borrowing costs incutred on or after the date of transition (January 01, 2017) for all eligible
qualifying assets are capitalized. The borrowing costs capitalized under SOCPA on
qualifying assets to the date of transition to IFRS are included in the carrying amount of
assefs at that date.

Intangible assets
Goodwill that arises upon the acquisition of subsidiaries is included in intangible assets,

Intangible assets are measured on initial recognition at cost. Subsequently, intangible assets
are carried at cost less accumulated amortization and accumulated impairment losses, if
any. The right to use land are amortized over the concession period on a straight-line basis.

Intangible assets are amortized over their useful economic lives and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortization period and the amortization method for an intangible asset with a finite useful
life are reviewed at least at the end of each reporting period. Changes in the expected useful
life or the expected pattern of consumption of future economic benefits embadied in the
asset are accounted for by changing the amortization period or method, as appropriate, and
are treated as changes in accounting estimates. The amortization expense on intangible
assets with finite lives is recognized in income statement category consistent with the
funetion.

Gains or losses arising from derecognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and are
recognized in the statement of profit or loss when the asset is derecognized.

Financial instruments - initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a
tinancial liability or equity instrument of another erntity.

i) Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as loans and receivables, Available for
Sale (AFS) financial assets as appropriate. The Group determines the classification of its
financial assets at initial recognition.

All financial assets are recognized initially at fair value plus, in the case of assets not at fair
value through profit or loss, transaction costs that are attributable to the acquisition of the
financial asset.
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Subsequent measurement

The subsequent measurement of financial assets depends on their classification as
described below:

Loans and receivables

This category is the most relevant to the Group, Loans and receivables are non-derivative
financial assets with fixed or determinable payments that are not quoted in an active
market. After initial measurement, such financial assets are subsequently measured at
amortized cost using the effective interest rate (EIR) method, less impairment. Amertized
cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that ave an integral part of the EIR. The EIR amortization is included in finance
income in the statement of profit or loss, The losses arising from impairment are recognized
in the statement of profit or loss in finance costs for loans and in cost of sales or other
operaling expenses for receivables. This category generally applies 10 wade and other
receivables,

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of
similar financial assets) is derecognized when:

s The rights to receive cash flows from the asset have expired, or

» The Group has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay
to a third party under a 'pass-through’ arrangement, and either

(a) the Group has transferred substantially all the risks and rewards of the asset, or
{b) the Group has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset,

When it has neither transferred nor retained substantially all of the risks and rewards of the
asset nor transferred control of it, the asset is recognized to the extent of its continuing
involvement in it. In that case, the Group also recognizes an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights
and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying ameunt of the asset and the maximum
amount of consideration that the Group could be required 1o repay.

ii) Impairment of financial assets

The Group assesses, at each reporting date, whether there is any objective evidence that a
financial asset or a group of financial asseis is impaired. An impairment exists if one or
more events that has occurred since the initial recognition of the asset (an incurred Toss
event’), has an impact on the estimated future cash flows of the financial asset or the group
of financial assets that can be reliably estimated. Evidence of impairment may include
indications that the debtors or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they
will enter bankruptcy or other financial reorganization and where observable data indicate
that there is a measurable decrease in the estimated future cash flows, such as changes in
arrears or economic conditions that correlate with defaults.
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Financial assets carried at amortized cost

For financial assets carried at amortized cost, the Group first assesses whether impairment
exists individually for financial assets that are individually significant, or coltectively for
financial assets that are not individually significant. If the Group determines that no
objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them for impairment.

Assets that are individually assessed for impairment and for which an impairment loss is,
or continues to be, recognized are not included in a collective assessment of impairment,

The amount of any impairment loss identified is measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows (excluding
future expected credit losses that have not yet been incurred). The present value of the
estimated future cash flows is discounted at the financial asset’s original effective interest
rate.

The carrying amount of the asset is reduced through the use of an allowance account and
the amount of the loss is recognized in the statement of profit or loss, Interest income
continues to be accrued on the reduced carrying amount using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment loss, The
interest income is recorded as part of finance income in the statement of profit or loss,
Loans, together with the associated allowance are written off when there is no realistic
prospect of future recovery and all collatera has been realized or has been transferred to
the Group. If, in a subsequent year, the amount of the estimated impairment loss increases
or decreases because of an event cccurring after the impairment was recognized, the
previously recognized impairment loss is increased or reduced by adjusting the allowance
account. If a write-off is later recovered, the recovery is credited to finance costs in profit
or loss.

ii) Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and borrowings, or
payables.

All financial liabilities are recognized initially at fair value and, in the case of loans and
borrowings and payables, net of directly attributable transaction costs.

The Group’s financial liabilities inchude trade and other payables, loans and borrowings
including bank overdrafts, and derivative financial instruments.

Subsequent measurement

The measurement of financial liabilities depends on their ¢lassification, as follows:
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2.3.10

Loans and borrowings

This is the category most relevant to the Group. After initial recognition, interest bearing
loans and borrowings are subsequently measured at amortized cost using the effective
interest rate method. Gains and losses are recognized in the statement of profit or loss when
the liabilities are derecognized as well as through the effective interest rate method (EIR)
amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an jntegral part of the EIR. The EIR amortization is included in
finance costs in the statement of profit or foss. This category generally applies to interest-
bearing lcans and borrowings.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged
or cancelled or expires. When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of
the original liability and the recognition of a new liability. The difference in the respective
catrying amounts is recognized in the statement of profit or loss.

iv) Offsetting of financial instruments

Financial assets and financial liabilities are offset with the net amount reported in the
consolidated statement of financial position only if there is a current enforceable legal right
to offset the recognized amounts and an intent to settle on a net basis, or to realize the assets
and settle the liabilities simultaneously,

Inventories

Inventories are valued at the lower of cost and net realizable value. Costs incurred in
bringing each preduct to its present location and condition are accounted for on purchase
cost on an average cost basis.

Finished goods:
Net realizable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs to sell.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may
be impaired. If any indication exists, or when annual impairment testing for an asset is
required, the Group estimates the asset's recoverable amount. An asset’s recoverable
amount is the higher of an asset's or Cash Generating Unit (CGU’s) fair value less costs of
disposal and its value in use, It is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of those from other assets or groups
of assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount,
the asset is considered impaired and is written down to its recoverable amount.
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In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. In determining fair value less costs of
disposal, recent market transactions are taken into account. If no such transactions can be
identified, an appropriate valuation model is used. These calculations are corroborated by
valuation multiples, quoted share prices for publicly traded subsidiaries or other available
fair value indicators.

The Group bases its impairment calculation on detailed budgets and forecasts which are
prepared separately for each of the Group’s CGU to which the individual assets are
allocated. These calculations are generally covering a period of five years and a long-term
growth rate is applied to project future cash flows after that,

Impairment losses of continuing operations are recognized in the income statement, except
for a property previously revalued where the revaluation was taken to OCL In this case,
the impairment is also recognized in OCI up to the amount of any previous revaluation,

For assets excluding goodwill, an assessment is made at each reporting date as to whether
there is any indication that previously recognized impairment losses may no longer exist
or may have decteased. If such indication exists, the Group estimates the asset’s or CGU’s
recoverable amount. A previously recognized impairment loss is reversed only if there has
been a change in the assumptions used to determine the asset’s recoverable amount since
the last impairment loss was recognized.

The reversal is limited so that the carrying amount of the asset does not exceed its
recoverable amount, nor exceed the carrying amount that would have been determined, net
of depreciation, had no impairment loss been recognized for the asset in prior years. Such
reversal is recognized in the statement of profit or loss unless the asset is carried at a
revalued amount, in which case the reversal is treated as a revaluation increase.

Cash and short-term deposits

Cash and short-term deposits in the statement of financial position comprise cash at banks
and on hand and short-term deposits with a maturity of three months or less, which are
subject to an insignificant risk of changes in value.

For the purpose of the consolidated statement cash flows, cash and cash equivalents consist
of cash and short-term deposits as defined above, net of outstanding bank overdrafts as
they are considered an integral part of the Group’s cash management.

Cash dividend distribution to owners of equity
The Group recognizes a liability to make cash to owners of equity when the distribution is
authorized and the distribution is no longer at the discretion of the Group. A distribution is

authorized when it is approved by the shareholders. A corresponding amount is recognized
in equity,

-17-
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2.3.14

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive)
as a result of a past event, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation. Where the Group expects some or all of a provision to be
reimbursed, for example under an insurance contract, the reimbursement is recognized as
a separate asset but only when the reimbursement is virtually certain. The expense relating
to a provision is presented in the statement of profit or loss net of any reimbursement.

Re-measurements, comprising of actuarial gains and losses, are recognized immediately in
the statement of financial position with a corresponding debit or credit to retained earnings
through OCI in the period in which they occur. Re-measurements are not reclassified to
profit or loss in subsequent periods. Past service costs are recognized in profit or loss on
the earlier of the date of the plan amendment or curtailment and the date on which the
Group recognizes related restructuring costs.

Net interest is calculated by applying the discount rate to the net defined benefit liability
or asset. The Group recognizes changes in the net defined benefit obligation under ‘cost of
sales’, ‘administration expenses’ and ‘sefling and distribution expenses’ in the consolidated
income statement, namely, service costs comprising current service costs, pasi-service
costs, gains and losses on curtailments and non-routine settlements and net interest expense
or income,

Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow
to the Group and the revenue can be reliably measured, regardless of when the payment is
received. Revenue is measured at the fair value of the consideration received or receivable,
taking into account contractually defined terms of payment and excluding taxes or duty.

The specific recognition criteria described below must also be met before revenue is
recognized.

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership of the goods have passed to the buyer, usually on delivery of the goods. Revenue
from the sale of goods is measured at the fair value of the consideration received or
receivable, net of returns and allowances, trade discounts and volume rebates.

Rendering of services

Income is recognized upon the delivery of services and customer acceptance, if any, or
performance of services, net of income discounts.
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For management purposes, the Group is organized into business units based on its products
and services and has three reportable segments, as follows:

Inpatient Services
Outpatient Services
Pharmacy Sales
Others

No operating segments have been aggregated to form the above reportable operating
segments.

Management monitors the operating results of its business units separately for the purpose
of making decisions about resource atlocation and performance assessment. Segment
performance is evaluated based on profit or loss and is measured consistently with profit
or loss in the consolidated financial statements. Also, the Group’s finance costs and income
taxes are managed on a Group basis and are not allocated to operating segments.

Transfer prices between operating segments are on an arm’s length basis in a manner
similar to transactions with third parties.

Foreign currencies

The Group’s consolidated financial statements are presented in Saudi Riyal, which is also
the parent company’s functional cuirency. For each entity, the Group determines the
functional currency and items included in the financial statements of each entity are
measured using that functional currency. The Group uses the direct method of
consolidation ard on disposal of a foreign operation, the gain or loss that is reclassified to
profit or loss reflects the amount that arises from using this method.

i) Transactions and balances

Transactions in foreign currencies are initially recorded by the Group’s entities at their
respective functional currency spot rates at the date the transaction first qualifies for
recognition. Monetary assets and liabilities denominated in foreign cumencies are
translated at the functional currency spot rates of exchange at the reporting date.

Differences arising on settlement or translation of monetary items are recognized in profit
or loss,

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates
at the date when the fair value is determined. The gain or loss arising on translation of non-
monetary items measured at fair value is treated in line with the recognition of the gain or
loss on the change in fair value of the item (i.e., translation differences on items whose fair
value gain or loss is recognized in OCI or profit or loss are also recognized in OCI or profit
or loss, respectively).

-19.
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Employee Benefits
Defined benefit plan

The Group operates an approved unfunded employees’ end of service benefits plan for its
permanent employees. The plan was approved by management / board of directors and
meets the requirements of the Saudi Labor Law. The liability recognized in the balance
sheet in respect of end of service benefit plan, is the present value of the defined benefit
obligation at the balance sheet date.

Effective December 31, 2015, the Group has started using an independent actuary to ensure
adequacy of provision for employees’ end of service benefits. The provision for
employees’ end of service benefits is based on rules stated under the Saudi Arabian Labor
and Workmen Law and is calculated periodically by an independent actuary using the
projected unit credit method.

The Group recognizes past service cost, current service cost and interest cost directly in the
consolidated statement of profit or loss. Amounts arising as a result of “Remeasurements”,
representing the actuarial gains and losses are recognized in the Statement of Financial
Position immediately, with a charge or credit to “Other Comprehensive Income” in the
pericds in which they occur.

Termination benefits

Termination benefits are recognized as an expense when the Group is committed
demonstrably, without realistic possibility of withdrawal, to a formal detailed plan to either
terminate employment before the normal retirement date, or to provide termination benefits
as a result of an offer made to encourage voluntary redundancy. Termination benefits for
voluntary redundancies are recognized as an expense if the Group has made an offer of
voluntary redundancy, it is probable that the offer wifl be accepted, and the number of
acceptances can be estimated reliably. If benefits are payable more than 12 months after
the reporting period, then they are discounted to their present value.

Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided. A liability is recognized for the amount
expected to be paid under short-term cash bonus or profit sharing plans if the Group has a
present legal or constructive obligation to pay this amount as a result of past service
provided by the employee, and the obligation can be estimated retiably.

Financial income and finance cost

Finance income comprises interest income on funds invested (including available-for-sale
financial assets), dividend income, gains on the disposal of available-for-sale financial
assets, and gains on hedging instruments that are recognized in profit or loss. Interest
income is recognized as it accrues in profit or loss, using the effective interest method.
Dividend income is recognized in profit or loss on the date that the Group’s right to receive
payment is established, which in the case of quoted securities is the ex-dividend date.
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Finance costs comprise interest expense on borrowings, unwinding of the discount on
provisions, impairment losses recognized on financial assets, and losses on hedging
instruments that are recognrized in profit or loss. Borrowing costs that are not directly
attributable to the acquisition, construction or production of a qualifying asset are
recognized in profit or loss using the effective interest method.

Earnings per share

The Group presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS
is calculated by dividing the profit or loss attributable to ordinary sharehelders of the
Company by the weighted average number of ordinary shares outstanding during the
period, adjusted for own shares held.

Government Grants and Government Assistance

Government grants are recognized where there is reasonable assurance that the grant will
be received and all attached conditions will be complied with. Where the grant relates to
an asset, it is recognized as deferred income and released to income over the period of
repayment of grant.

Where the Company receives non-monetary grants, the asset and the grant are recorded at
nominal amounts and released to the income statement over the expected useful life and
pattern of consumption of the benefit of the underlying asset by equal annual instatlments.
Where loans or similar assistance are provided by governments or related institutions with
an interest rate below the current applicable market rate or interest free, the effect of this
favorable interest is regarded as government grant.

NEW STANDARDS NOT YET EFFECTIVE

The Company has reviewed new and revised accounting pronouncements that have been
issued but are not yet effective and determined that the following may have an impact on
the Company:

Financial instruments

IFRS 92 Financial Instruments: Classification and Measurement’ - replaces the guidance on
classification and measurement of financial instruments in [AS 39 Financial Instruments
Recognition and Measurement. The new standard requires a consistent approach to the
classification of financial assets and replaces the numerous categories of financial assets in
TAS 39 with two categories, measured at either amortized cost or at fair value, For financial
liabilities, the standard retains most of the IAS 39 requirements, but where the fair value
option is taken, the part of a fair value change due to an entity's own credit risk is recorded
in other comprehensive income rather than the income statement, unless this creates an
accounting mismatch,

The new standard (a) no longer requires the use of a specific quantitative threshold to
determine if the hedging relationship is highly effective to qualify for hedge accounting,;
and (b) removes restrictions that prevented some economically rational hedging strategies
from qualifying for hedge accounting;

The standard becomes effective for annual periods beginning on or after January 01, 2018
and is to be applied retrospectively with the exception of the general hedging phase which
is applied prospectively. Early adoption is permitied. The Company is currently evaluating
the impact the new standard on its consolidated financial statements,
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Revenue from contracts with customers

In May 2014, the IASB issued IFRS 15 —~ Revenue from Contracts with Customers (“IFRS
15™), which replaces IAS 11 — Construction Contracts, IAS 18 — Revenue and IFRIC 13 -
Customer Loyalty Programmed (“IFRIC 13™), as well as various other interpretations
regarding revenue. IFRS 15 outlines a single comprehensive model for entities to use in
accounting for revenue arising from contracts with customers, except for contracts that are
within the scope of the standards on leases, insurance contracts and financial instruments.
IFRS 15 also contains enhanced disclosure requirements. IFRS 15 will be applied
retrospectively for annual periods beginning on or after January 01, 2018, Early adoption
is permitted. The Company is assessing the potential impact of this standard.

IFRS 16 “Leases”

IFRS 16 “Leases” was issued in January 2016 and is effective for years beginning on or
after January 1, 2019, to be applied retrospectively or on a modified retrospective basis. It
is intended to replace TAS 17 “Leases” and IFRIC 4 “Determining whether an arrangement
contains a lease”. IFRS 16 sets out the principles for the recognition, measurement,
presentation and disclosure of leases for both parties to a contract, the customer (“lessee™)
and the supplier (“lesser”). The standard brings most leases on-balance sheet for lessees
under a single model, eliminating the previous classifications of operating and finance
leases. The only exemption to this treatment is for lease contracts with duration of less than
one year. The on-balance sheet treatment will result in the grossing up of the balance sheet
due to a right-of-use asset being recognized with an offsetting liability. Lesser accounting
under the standard remains largely unchanged with previous classifications of operating
and finance leases being maintained. The Company is assessing the impact of this standard.

FIRST-TIME ADOPTION OF IFRS

The Cendensed Interim Consolidated Financial Statements, for the period ended March 31,
2017 are the first the Group has prepared in accordance with IFRS. For perieds, up to and
including the year ended 31 December 2016, the Group prepared its financial statements
in accordance with SOCPA.

Accordingly, the Group has prepared financial statements that comply with IFRS
applicable as at September 30, 2017 together with the comparative period data for the year
ended December 31, 2016 as described in the summary of significant accounting policies.
In preparing the financial statements, the Group's opening statement of financial position
was prepared as at January 01, 2016, the Group’s date of transition to IFRS. This note
explains the principal adjustments made by the Group in restating its SOCPA financial
statements, including the statement of financial position as at January 01, 2016 and the
financial statements for the year ended December 31, 2016,

Exemptions applicd

IFRS 1 allows certain exemptions from the retrospective application of certain
requirements under IFRS. The Group has applied the following transitional provision:

IAS 23 Borrowing Costs and capitalizes costs relating to all qualifying assets after the date
of transition and has also not restated borrowing costs capitalized under SOCPA prior to
transition date,
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Estimates

The estimates at January 01, 2017 and at September 30, 2017 are consistent with those
made for the same dates in accordance with SOCPA (after adjustments to reflect any
differences in accounting policies).

The estimates used by the Group to present these amounts in accordance with IFRS reflect
conditions at January 01,2017, the date of transition to IFRS and as at September 30, 2017.

Defined benefit obligation

Under SOCPA, the Group recognized costs related to its defined benefit plan on an accrual
basis. IFRS, defined benefit liabilities are recognized on an actuarial basis with the
difference recognized in retained earnings.

Depreciation of property, plant and equipment

IAS 16 requires significant component parts of an item of property, plant and equipment
to be depreciated separately. As explained in note 2.3.4, the cost of major inspections is
capitalized and depreciaied separately over the period to the next major inspection. At the
date of transition to IFRS, an increase of SR 42,363,030 was recognized in property, plant
and equipment net of accumulated depreciation due to separate depreciation of significant
components of property, plant and equipment. This amount has been recognized against
retained earnings.
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the peried from January 01, 2017 to September 30, 2017

(UNAUDITED)

4.4, Notes to the effect of IFRS Adoption

a.

h.

Operating fixed assets

Under SOCPA Standards all the fixed assets were capitalized under single component. IFRS
requires fo componentize the assets according to their estimated useful life. Therefore,
componentization of assets resulted in increase of depreciation charge which is allocated to cost of
sale and general and administrative expenses as per usage of the fixed assets.

Intangible assets

Software Licenses have been reclassified from Property, Plant and Equipment to be presented under
Intangible Assets for fair presentation.

Capital work in progress

Capital work in progress have been reclassified from other receivables to be presented under capital
work in progress for fair presentation.

Trade receivables

Receivable from related parties are shown as separate line item under ftrade receivables for fair
presentation,

Advances, deposits, prepayments and other receivables

Advances to supplier are shown as separate line item reclassified from Creditors for fair
presentation.

Loans and borrowings

Interest free loan from Ministry of Finance have been presented as per requirements of IAS 20
Accounting for Government Grants and Disclosure of Government Assistance.

These loans have been discounted on market interest rate and deferred income arising from loan
has been amortized over the loan repayment period.

Mark up expense arising from interest free loan has been grouped with Financial Charges and mark
up payable is shown in note no. 10 under Creditors, Accrued and Other payables.

Employee benefits

Under SOCPA Standards, the Group recorded its liability under Employee Benefit based on
regulatory requirements. In order to determine the liability under IFRS Standards, the Group
performed detailed actuarial valuation of its Employee Benefits. Consequently, reduction of
expense for the period has been reversed from profit or loss for the period. The detailed workings
are shown in note no. 11.

Creditors, accrued and other payables

Payables io related parties have been shown as separate line item under creditors for fair
presentation.

Advances to supplier are shown as separate line item under Advances, Deposits and prepayments,
reclassified from Creditors for fair presentation.



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from January 01, 2017 to September 30, 2017

(UNAUDITED)

S, SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPIONS

The preparation of the Group's consolidated financial statements requires management to
make judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the accompanying disclosures, and the disclosure of
contingent liabilities, Uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of asset or liability
affected in future periods.

Judgments

In the process of applying the Group's accounting policies, management has made the
fellowing judgments, which have the most significant effect on the consclidated financial
statements:

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are described below,
The Group based its assumptions and estimates on parameters available when the
conselidated financial statements were prepared. Existing circumstances and assumptions
about future developments, however, may change due to market changes or circumstances
arising beyond the control of the Group. Such changes are reflected in the assumptions when
they occur.

Impairment of non-financial assets

An impairment exists when the carrying value of an asset or CGU exceeds its recoverable
arnount, which is the higher of its fair value less costs of disposal and its value in use. The
fair value Jess costs of disposal calculation is based on available data from binding sales
transactions, conducted at arm’s length for similar assets or observable market prices less
incremental costs for disposing of the asset. The value in use calculation is based on a DCF
model. The cash flows are derived from the budget for the next five years and do not include
restructuring activities that the Group is not yet committed to or significant future
investments that will enhance the asset's performance of the CGU being tested.

The recoverable amount is most sensitive to the discount rate used for the DCF model as well
as the expected future cash-inflows and the growth rate used for extrapolation purposes.
There is no impairment as of September 30, 2017,

Taxes

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that
taxable profit will be available against which the losses can be utilized. Significant
management judgment is required to determine the amount of deferred tax assets that can be
recognized, based upon the likely timing and the level of future taxable profits, together with
future tax planning strategies.
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the periced from January 01, 2017 to September 30, 2017

(UNAUDITED)

Defined benefit

The cost of defined benefit plans and other post-employment benefits are determined using
actuarial valuations. An actuarial valuation involves making various assumptions which may
differ from actual developments in the future. These include the determination of the discount
rate, future salary increases, and mortality rates. Due to the complexity of the valuation, the
underlying assumptions and its long-term nature, a defined benefit obligation is highly
sensitive to changes in these assumptions. All assumptions are reviewed at each reporting
date.

The parameter most subject to change is the discount rate. In determining the appropriate
discount rate, management considers the interest rates of corporate bonds in currencies
consistent with the currencies of the defined benefit plan with at least an 'AA' rating or above,
as set by an internationally acknowledged rating agency, and extrapolated as needed along
the yield curve to correspond with the expected term of the defined benefit plan. The
underlying bonds are further reviewed for quality. Those having excessive credit spreads are
removed from the analysis of bonds on which the discount rate is based, on the basis that
they do not represent high quality bonds. The mortality rate is based on publicly available
mortality tables for the specific countries. Those mortality tables tend to change only at
intervals in response to demographic changes. Future salary increases are based on expected
future inflation rates for the country, Refer Note 11,

Provision for doubtful debts

A provision for impairment of account receivables is established when there is objective
evidence that the Group will not be able to collect all amounts due according to the original
terms of the receivables. Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptcy or financial reorganization, and default or delinquency in
payments are considered indicators that the trade receivable is impaired. For significant
individual amounts, assessment is made at individual basis. Amounts which are not
individually significant, but are over-due, are assessed collectively and a provision is
recognized considering the length of time considering the past recovery rates.

Provision for inventory obsolescence

The Group determines its provision for inventory obsolescence based upon historical
experience, expected inventory turnover, inventory aging and current condition, and current
and future expectations with respect to sales. Assumptions underlying the provision for
inventory obsolescence include future sales trends, and the expected inventory requirements
and inventory composition necessary to support these fuure sales and offerings. The estimate
of the Group's provision for inventory obsolescence could materially change from period to
period due to changes in product offerings of those products.

Useful lives of property, plant and equipment

The management determines the estimated useful lives of property, plant and equipment for
calculating depreciation. This estimate is determined after considering expected usage of the
assets or physical wear and tear. Management reviews the residual value and useful lives
annually and future depreciation charges are adjusted where management believes the useful
lives differ from previous estimates.
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company) .

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from January 01, 2017 to September 30, 2017

(UNAUDITED)

INVENTORIES

This item consists of the following:

September 30, December 31, Janvary 01,
2017 2016 2016
SR. SR SR.
Gross inventory 104,524,556 98,702,194 82,917,919
Provision for slow moving and
Obsolescence { 9,136,851) { 8,054,849 { 5213,479
Net 95,387,705 90,647,345 77,004,440
Movement of provision for slow moving and obsolescence:
September 30, December 31, January 01,
2017 2016 2016
SR. SR. SR.
Opening balance 8,054,849 5913,479 3,212,968
Add: Provision during the period 1,131,329 3,673,204 2,918,720
Less: Adjustment during the period (49,327 ( 1,531,894) ( 218,209
Closing batance 9,136,851 8,054,845 5,913,479
TRADE RECEIVABLES
This item consists of the following;
September 30, December 31, January 01,
2017 2016 2016
SR. SR. SR.
Considered Good:
Cusiomers 1,480,118,407 1,422,766,455 1,132,016,156

Provision for impairment

for customers ( 290,100,030)

{ 278,302,086)

{ 257,582,120)

1,190,018,377 1,144,464,369 874,434,036
Related parties 17.2 1,139,028 1,687,368 26,838,935
Net 1,191,157.405 1,146,151,737

901,272,991
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
{A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the pericd from January 01, 2017 to September 30, 2017
(UNAUDITED)

3.

LOANS AND BORROWINGS

This item consists of the following:

Islamic banking facilities

Ministry of Finance
Transferred to deferred income
Net — Ministry of Finance

Current portion:

Islamic banking facilities
Islamic banking short term loans
Ministry of Finance

Long term:
Islamic banking facilities
Ministry of Finance

Taotal

Sepfember 30, December 31, January 01,
2017 2016 2016
SR, SR. SR.

204,153,395 260,027,778 98,450,000
04,588,182 72,613,182 70,793,182

25,678,398) (17,394,250 (18,217,990
68,909,784 55,218,932 52,575,192
273,003,179 315,246,710 151,025,192
100,717,777 132,771,178 5,000,000
30,000,000 48,500,000 84,700,000
5,453,606 5,453,600 5,426,260
143,231,383 186,731,384 95,126,260
66,375,618 78,750,000 8,750,000
63,456,178 49,765,326 47,148,932
129,831,796 128,515,326 55,398,932
273,063,179 315,246,710 151,025,192

The loan from the banks are secured thraugh issue of promissory notes from the company. The
Ministry of Finance, interest free loan is secured by the mortgage of land and building of Saudi
German Hospital - Riyadh, Madinah and Hail. The bank loans are priced at SIBOR plus an agreed

mark up.
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from January 01, 2017 to September 30, 2017

(UNAUDITED)
9. DEFERRED INCOME /GAIN
The movement in government grants are as follows:
September 30, December 31, January 01,
2017 2016 2016
SR. SR. SR,
Opening balance £6,302,619 18,217,991 (8,217,991
Accrued during the period 8,284,148 - -
Transferred to the income statement (1,779,171 {1,915,372)
Closing balance 22,807,596 16,302,612 18,217,991

10.

11.

Govemnment grants have been received for the purchase of certain items of property, plant and
equipment. There are no unfulfilled conditions or contingencies attached to these grants.

CREDITORS, ACCRUED EXPENSES & OTHER PAYABLE

This item consists of the following:

September 30,
2017
SR.
Creditors 254,223,879
Accrued & other payable 101,304,053
Due to related parties 17.3 22,655,537
Closing balance 378,183,469

EMPLOYEES BENEFITS
This item consists of the following:
September 30,
2017
SR.

Opening balance — Restated 4.1 161,759,716

Current service cost 21,354,858
Benefit paid ( 10,118,215)
Actuarial gain recognized in other

Comprehensive income (OCI) --
Other obligations 1,997,623
Closing balance 174,903 682

December 31,
2016
SR.

242,104,196
82,879,462
57,900,346

382,884,004

December 31,
2016
SR.

144,033,101
25,711,910
(10,784,133)

2,363,068
435,770

161,759,716

Januvary 01,
2016
SR.

198,124,087
103,335,404
8,384,795

311,844,286

January 01,
2016
SR.

144,033,101



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSCLIDATED FINANCIAL STATEMENTS
For the period from January 01, 2017 to September 30, 2017

(UNAUDITED)

12, SELLING AND MARKETING EXPENSES

This item consists of the following:
Nine month ended Nine month ended

September 30, September 30,
2017 2016
SR SR
Advertisement and marketing 6,930,682 2,149,760
Sales promotion expenscs 1,730,980 £,522,496
Provision for Rejections, discount,
bad and doubtful debts 114,632,219 136,327,510
Total 123,293,881 139,999,766

13, GENERAL AND ADMINISTRATIVE EXPENSES

This itetn consists of the following:
Nine month ended Nine month ended

September 30, September 30,

20617 201¢

SR SR
Salaries, benefits and allowances 128,818,807 119,406,433
Staff accommodation and related expenses 14,708,200 14,479,033
Staff health insurance expenses 14,226,642 14,072,305
Travelling expenses 20,066,804 18,463,474
Repair and maintenance 3,532,779 3,250,322
Postage, telephone and internet 5,631,822 3,587,779
Security 5422111 5,217,461
Insurance 1,241,435 1,037,343
Audit and consultancy fees 11,618,547 11,352,687
Supplies 8,309,974 5,804,445
Director’s temuneration 1,956,692 2,193,000
Bank charges 940,250 754,145
Depreciation & amortization 8,243,613 6,822,628
Other cxpenses 11,642,294 10,729,519
Total 236,360,070 217,170,574
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14. FINANCIAL RISK AND CAPITAL MANAGEMENT

The SGH Greup financial assets and liabilities are as follows:

September 30,  December 31, January 01,
2017 2016 20146
SR SR SR

Cash and bank balances 47,142,218 155,090,776 55,800,376
Trade receivables 1,191,157,405 1,146,151,737 001,272,991
Loans and advances (included

In other receivables) 2,014,482 2,334,006 3,296,304
Trade payables 254,223,879 242,104,196 198,124,087
Other accounts payables 108,778,992 140,776,810 113,720,199
Shott term loans 143,231,384 186,731,384 95,126,260
Long term loans 129,831,795 128,515,326 55,808,932
Long term non-current liabilities 29,081,609 20,745,781 26,987,973

All the Group’s financial asseis and liabilities are carried at amortized cost. Loans and
receivables are non-derivatives financial assets carried at amortized cost which generate a fixed
or variable interest income for the Group. The carrying value may be affected by changes in

the credit risk of the counterparties,
The Group has exposure te the following financial risks from its use of financial instruments:

Credit risk
Liquidity risk
Market risk

This note presents information about the Group’s exposure to each of the above risks, the
Group's objectives, policies and processes for measuring and managing financial risk and the
Group's management of capital. Further quantitative disclosures are included throughout these

financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of the
Group’s risk Management framework and policies. The Group’s risk management policies are
established to identify and analyze the risks faced by the Group to set appropriate risk limits
and controls and to monitor risks and adherence to limits, Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Group’s
activities. The Group through its training and management standards and procedures aims to
develop a disciplined and constructive control environment in which atl employees understand

their roles and obligations with regards to financial risk management.

The Audit Committee oversees how management monitors compliance with the Group’s risk
management policies and procedures and reviews the adequacy of the risk management
framework in relation to the risks faced by the Group. The Audit Committee is assisted in its
oversight role by Internal Audit. Internal Audit undertakes both regular and ad-hoc reviews of
risk management controls and procedures, the results of which are reported to the Audit

Committee.
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Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Group manages credit risk in trade debts
by limiting significant exposure to the customers not having good credit history. Furthermore, the
Group has credit policy in place to ensure that services are rendered to customers with an
appropriate credit history.

The Group is also exposed to credit risk from its operating and short term investing activities, The
Company’s credit risk exposures are categorized under the following headings:

Counterparties

The Group conducts transactions with the following major types of counterparties:

Trade debts

Trade debts are essentially due from Ministry of Health, other government companies / institutions,
insurance companies, private companies, charitable institutions and individuals to whom the Group
is providing medical services. The services are rendered to the customers as per agreements with
respective customers. The credit terms are extended to customer where the Group does not expect
any inability to meet their obligations. Trade debt credit risk is managed by each business unit
subject to the Group’s established policy, procedures and control relating to customer credit risk
management. Credit quality of the customer is assessed based on an extensive internal credit rating
and individual credit terms are defined in accordance with this assessment.

The requirement for an impairment is analysed at each reporting date on an individual basis for
major clients. Additionally, a large number of minor receivables are grouped into homogenous
groups and assessed for impairment collectively. The maximum exposure to credit risk at the
reporting date is the carrying value of each class of financial assets. The Group does not hold
collateral as security. The Group evaluates the concentration of risk with respect to trade
receivables as low, as its customers are located in several jurisdictions and industries and operate
in largely independent markets,

Cash and investments

The Group limits its exposure to credit risk by investing in liquid securities and maintaining bank
accounts only with counterparties that have a good credit rating.
Exposure (o credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was:

September 30, December 31, January 01,
2017 2016 20146
SR SR SR
Trade debts — considered goods 1,191,157 405 1,146,151,737 001,272,991
Loans and advances 2,014,482 2,334,006 3,296,304
Bank balances 44,310,814 152,548,861 53,580,486

Total 1,237.482,701 1,301,034,604 958,149,781
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The maximum exposure to credit risk for trade debts at the reporting date by type of customer was:
September 30, December 31, January 01,
2017 2016 2016
SR. SR. 5R.
Government institutions 765,778,170 913,492,569 750,093,822
Insurance companies 478,714,375 323,671,363 233,261,660
Others 235,625,862 185,602,522 148,660,674
1,480,118,407 1,422,766,454 1,132,016,156
Related parties 1,139,028 1,687,368 26,838,955
Total 1.481,257,435 1,424,453,822 1,158,855,111

The movement in the allowance for impairment in respect of trade debts during the period was as
follows:

Balance as on January 1, 2016 257,582,120
Provisions made during the period 136,327,510
Less: Adjustments made during the period 59,961,584
Balance as on September 30,2016 333,948,046
Pravisions made during the period 37,223,970
Less: Adjustments made during the period 02,869,931
Balance as on December 31, 2016 278,302,085
Provisions made during the period 114,632,219
Less: Adjustments made during the period 102,834,274
Balance as on September 30, 2017 290,100,030

The allowance account in respect of trade debis is used to record impairment losses where the
Group is satisfied that recovery of the due amount is doubtful, and when the amount considered
irrecoverable it is written off against the financial asset.

The Group believes that no impairment allowance is necessary in respect of loan and advances,
deposits and other financial assets as the recovery of such amounts is possible.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall
due. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Group’s reputation. The liquidity
position of the Group is monitored by the Board through budgets, cash flow projections and
comparison with actual results. For this purpose, the Group has working capital facilities as
mentioned below;

September 30, December 31, January 01,
2017 2016 2016
SR. SR, SR,
Total working capital facilities 195,000,000 95,000,000 95,000,000
Utilized 30,000,000 48,500,000 59,700,000
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These are the total facilities from different bankers of the Group. The Group can avail different
facilities like letter of credit, letter of guarantees, revolving facility at SIBOR + an agreed mark up
These facilities are secured by promissory notes from the company and is subject o certain
financial covenants

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, markup rates
and equity prices will affect the Group’s income or the value of its holdings of financial
mstruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the return on risk. The Group is exposed
mark-up rate risk. There is no currency risk as Group is dealing only in USD which is pegged to
SR and there is no exchange rate variations.

Foreign currency risk

Exposure to foreign currency risk

Foreign currency risk arises mainly where receivables and payables exist due to transactions with
foreign undertakings and cash in foreign currency bank account.

Saudi Riyal is pegged to USD @ 3.75 therefore the Company’s exposure to foreign currency risk
is very minimal. The Company manages its Euro balances with regular monitoring. The euro
balances are minimal with no significant impact of a change in the conversion rate on the net profit
of the Group,

Market rate risk

The market rate risk is the risk that the fair value or future cash flow of a financial instrument will
fluctuate due to changes in the market markup rates and foreign currency risk. Sensitivity to markup
rate risk arises from mismaiches of financial assets and liabilities that mature in a given period. The
Group's exposure to the risk of changes in market markup rates relates primarily to Group’s long
term debt obligations with floating markup rates.

The Group analyses its markup rate exposure on a dynamic basis. Various scenarios are simulated
taking into consideration refinancing, renewal of existing positions, altemative financing. Based on
these scenarios, the Group calculates the impact on profit and loss of a defined markup rate shift.
For each simulation, the same markup rate shift is used for all currencies. The scenarios are run
only for liabilities that represent the major markup-bearing positions.
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Profile

At the reporting date the markup rate profile of the Group’s markup-bearing financial instruments
is:

The Group's banking facilities are priced at SIBOR plus mark up applicable at the time of granting
the facility and depends on the tenure, prevailing market condition and relevant credit risk

Fair value of financial instruments

Fair value as the price that would be received to sell an asset or paid to transfer a lability in an
orderly transaction between market participants at the measurement date. The carrying values of
all financial assets and liabilities reflected in the financial statements approximate their fair values.

The fair value hierarchy has not been presented in these financial statements, as the Group does not
hold any such financial instrument in its portfolio,

Capital management

Capital includes equity attributable to the equity holders of the parent. The Group’s objectives when
managing capital are to safegnard the Group’s ability to continue as a going concern so that it can
continue to provide returns for shareholders and benefits for other stakeholders and to maintain a
strong capital base to support the sustained development of its business.

The Group manages its capital structure and makes adjustments to it in light of changes in economic
conditions and the requirements of the financial covenants. To maintain or adjust the capital
structure, the Group may adjust the dividend payment to shareholders, return capital to shareholders
or issue new shares. There were na changes to the Group’s approach to capital management during
the period.

15. OPERATING SEGMENT INFORMATION
Business segments

For management purposes, the Group is organized inte business units based on their nature of
business and has three reportable operating segment as follows:

Inpaticnt Services
Qutpatient Services
Pharmacy Sales
Others

None other operating segments have been aggregated to form the above reportable operating
segments.

Sale of Medical Equipment and Hospital Management Services have been aggregated in Others
for the purpose of reconciliation. The two segments do not mect the criteria of operating segment
reporting cven aggregated further their nature of business and economic environmienis are
different to each other.
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Management monitors the operating resufts of its operating segments separately for the purpose of performance
assessment. Segment performance is evaluated based on operating profit or loss and is measured consistently with
operating profit or loss in the consolidated financial statements,

September 30, 2017

In Patient Qut Patient Pharmacy
Services Services Sales Qthers Total
SR. SR. SR. SR. SR.

Revenue 691,304,749 298,102,656 211,717,803 11,073,172 1,212,204,380
Salaries (205,439,504) (95,026,219) (5,092,000 - (305,557,723
Consumables (51,721,567 (24,405,775)  (163,572,241)  (298,356) (239,997,939
Depreciation (33,216,558) (15,163,809) (67,724) -- (48,448,091}
Other direct cost (32,074,135) {15.,607.771) (3.711,466) -- (51,393,372}
Cost of Revenue (322451,764)  (150,203,574) (172,443,431)  {298,356) {645,397,125)
Gross Profit 368,852,985 147,899,082 39,274,372 10,780,816 566,807,255
General &

administrative {236,360,070)
Selling and distribution (123,293,881)
Net Profit for Segment 207,153,304
Zakat and income tax expenses (7,040,829}
Unallocated Expenses/Income

Finance charges (9,302,102)
Other Income 10,862,183
Profit for the period 201,672,556
Inventory 95,387,705

Accounts Receivable

1,191,157 405

Segment Assets

1,286,545,110

Non Allocated Assets
Non-Current Asseis
Other Current Assets
Cash & Bank Balance

Total Assets
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1,137,754,365
97,525,471
47,142,218

1,282,422,054
2,568,967,164
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Segment Liabilities
Creditors, Accrued &

Other Liabilities 378,183,469
Employee Benefits 174,993,982
553,177,451
Loans & Borrowings 273,063,179
Other Payables 29,081,609
Deferred Income 22,807,596
Equity 1,690,837,329
Tatal Other Liabilities 2,015,789,713
Total Liabilities 2,568,967,164
September 30, 2016
In Patient QOut Patient Pharmacy
Services Services Sales Others Total
SR SR SR SR SR
Revenue 695,531,952 289,932,830 208,128,052 17,086,696 1,210,679,530
Salaries (180,922,746) {77,640,882) (5.120,815) {263,684,443)
Consumables (51,911,692) (21.913,464) (155,802,080) (3,239,609) (232,866,905)
Depreciation (28,442,117 (12,151,801) (40,737 (40,634,655)
Other direct cost (28,158,534) (13,988,285} (2,842,343) {44,989,162)
Cost of Revenue (289,435,089)  (125,694,432) (163,805,975) {3,239,669) (582,175,165}
Gross Profit 406,096,863 164,238,398 44,322,077 13,847,027 628,504,365
General & administrative (217,170,574)
Selling and distribution (139,999,766)
Net Profit for Segment 271,334,025
Zakat
Unallocated Expenses/Income
Finance charges (9.033,331)
Other Income 14,567,682
Profit for the period 276,868,376
Inventory 76,365,490
Accounts Receivable 1,257,245,687
Segment Assets 1,333,611,177
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Non Allocated Assets

Non Current Assets 1,104,913,184
Other Current Assets . 42,085,522
Cash & Bank Balance 33,360,289

1,180,358,995
Total Assets 2,513,970,172

Segment Liabilities
Creditors, Accrued &

Other Liabilities 371,538,404
Employee Benefits 158,114,475

535,652,879
Loans & Borrowings 365,221,303
Other Payables 22,828,772
Deferred Income 16,781,401
Equity 1,573.485,757
Other Liabilifies 1,978,317,293
Totatl Liabilities 2,513,970,172

The Group’s revenue from external customers consists of within the geographical location of KSA
only.

Significant non-current assets of the Group as at reporting dates are located and operating in KSA.
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16.

17,

17.1

17.2

CAPITAL

The autherized, issued and paid-up capital of the Company is SR 920,400,000 divided into
92,040,000 equal shares at SR. (10) each.

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

RELATED PARTY TRANSACTIONS

During the period, the Company transacted with following refated parties:

Name Relationship

Bait Al Battetjee Medical Company Holding Company
Bait Al Batterjee Medical College for Sciences and Technology  Affiliate
International Hospital Construction Company Affiliate

Bait Al Batterjee Company for Education and Training Affiliate

Bait Al Batterjee Pharmaceuticat Company Affiliate

Bait Al Batterjee Company for Fitness Affiliate

Abdul Jalil Khalid Batterjee Medical Instrumentation

Maintenance Company Affiliate

Gulf Youth Company for Investment and Real Estate Affiliate
Development (JAN-PRO) Affiliate

Emirate Healthcare Development Company Affiliate

Amount due from related parties represent services rendered in the normal course of
business approved by the management, outstanding amouat at the period end comprised of
the followings:

September 30, December 31, January 01,
2017 2016 2016
SR SR SR

Bait Al Battetjee Medical Company -- 4,573,992
Bait Al Batterjee Company for
Education and Training 477,680 396,894 762,361
Bait Al Batterjee Medical College for
Sciences and Technology - 2,277,451
Bait Al Batterjee Company for Fitness -- -- 424,431
Emirate Healthcare Development

Company 661,348 1,290,474 18,800,720

1,138,028 1,687,368 26,838,955
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17.3  Amount due to related parties represent services rendered in the normal course of business
approved by the management, outstanding amount at the period end, comprised of the

followings:
September 30, December 31, January 01,
2017 2016 2016
SR SR SR

Bait Al Batterjee Pharmaceutical

Company 5,134,748 5,615,667 2,353,821
Abdul Jalil Khalid Batterjee Medical
Instrumentation Maintenance

Company 1,958,138 1,596,371 1,283,609
International Hospital Construction

Company 15,358,425 50,688,308 4,747,365
Gulf Youth Company For Investment
& Real Estate Dev { JAN PRO) 204,226 -- --

22,655,537 57,900,346 8,384,795

18, DIVIDEND DISTRIBUTION
The Board of Director’s at their meeting held on March 02, 2017 (G) corresponding to
03/06/1438 (H) proposed a cash dividends of SR 2 per share amounting to SR 184.08 Million
for the year ended December 31,2016 which was subsequently approved by the shareholders
in the General Assembly Meeting held on June 08, 2017 (G) corresponding to 13/09/1438 (H).

19. COMPARATIVE FIGURES

Certain amounts of prior periods have been reclassified to conform to the current period
presentation as per International Financial Reporting Standards.

20. FINANCIAL STATEMENTS APPROVAL

These interim financial statements were approved by the Company’s Board of Directors as on
Safar 3, 143%H) corresponding to October 23, 2017(G).
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