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Midd!e East Healtheore Company
MEARCO

Saudi Toim Sipck Company
Jeddah — Kingdom of Saudi Arabia

Introductlop:

We have reviewed the sceompanying condensed interim consclidaied balance sheed of
MIDDLE BAST HEALTHCARE COMPANY (MEAHCO) - (the company) as of June
3, 3117, and the related condensed inerim consalidated statzments of profit and logss and
comprehensive income for the three and six months periods ended June 30, 2017, interim
consolidated staement of changes in sharcholdess’ equity and the {olerim consolidated
statemett of cash flaws for the six moaths ended June 30, 2017, together with the noles from
(13 to {20). These interim conslidated financial saiEments are the responsibilicy of the
Company’s management. Managemenl is responadble for the preparation and fair presentalion
of this condensed interim consalpfard financial information in accordance with [AS 34 as
endorsad in the Kingdom of Saudi Arabis. CGur responsibility is to express n conclusion on
this condensed interlm Gnancial information based on our review,

Scogs of Review:

We conductad cur review in accordance with [mematons] Standard on Review Engagements
2410, “Review of Inlerim Financial Informution Performed by the Independent Auditor of the
Enity”, a5 endorsed in the Kingdom of Smudi Arbis. A limited review of interim
consolidated financial statements consists principally of applying analytical procedures to
finzncix duta and making inquiries of persons responsible in the Company for financial and
accounting mahers. 1L is substantiatly less in scope than gn audit conducted in accordance
with International Standards on Auditng and consequently does not enable us o obiin
assurance that we would become avwars of al! significant matters that might be identified in an
audit. Accordingly, we 6o not express an audil oplnion.

Based on our review, nothing has come 1o our attention that causes us ta believe that the
scrompanying condensed interim consolidated financinl information is pot prepartd, in af!
roaterial respects, inaccordance with [AS 34, a5 endorsed in the Kingdom of Saudi Arabia.

AMar Avdil Buresn
Abdullah Al Basrd & Co.
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

{A Saudi Joint Stock Company)

CONDENSED INTERIM CONSOLIDATED BALANCE SHEET

AS AT JUNE 30, 2017

(UNAUDITED)
NOTE June 30, December 31, January 01,
2017 2016 2016
ASSETS SR SR SR
Non-Current assets
Operating fixed asscls 1,038,551,723 £33,197.979 877630413
Intangible assets 3,957,360 3,879,459 1,664,957
Capital work in progress 95,527,124 227,604,025 155,879,487
Total non-current assets 1,138,036,207 1.114,681.451 1.037,174,857
Current assets
[nventories 6 106,407,831 90,647 345 77,004,440
Trade receivables 7 1,065,738,323 1,146,151,737 901,272,991
Advances, deposits, prepayments
Other receivables 20,543,258 44,112,282 46,533.532
Cash and bank balances 101,070,506 155,000,776 55800378
Total current assets 1,362,759.918 1,436,002, 140 1.080,611,339
Total assets 2,500,796,125 2,550,683,603 2,117,786,196
EQU BI
Equity
Share capital 16 20,400,000 D0, 400,000 920,400,000
Statutory reserve 124,819,329 124,819,329 88,633,324
Retained earmings 527,308,670 549,173,636 395,606,340
Equity attributable to sharcholders 1,572,527,999 1,594,392.965 1.404,639,664
Non-contralling inerests 65,736,577 59,351,808 61,037.989
Total equity 1,638,284,576 1,653,744,773 1,465,677653
Non-current liabilities [ (W
Long term loans and borrowings 8 148,867,925 128,515,326 55,808,932
Other nen-cumrent financial liahilities 29,695,759 20,745,781 26,987,973
Deferred income fgain 9 23,405,396 16,302,619 18,217,991
End of service benefits 11 171,375,618 161,759,716 144,033,101
Todal non-cument lishilities 173,344,698 327,323,442 245,137,997
Current liabilities
Loans and borrowings 8 121,564,715 186,731,384 95,126,260
Creditors, accrued and other labilities 10 367,602,136 382,884,004 311,844,286
Total current liabilities 439,166,851 560,615,388 406,970,546
Total liabilities B62.511,549 806,938,330 652,108,543
Tolal equity and Labilities 2,500,796,125 2,550,683,603 2,117,786,196

»(21 i Abduljalil Batterjee

Chaimman

i
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/n;;_% —
A i
“Mehammied Mamoun Al Najjar

Chief Executive Officer

Alarma Varghese Thomas
Chief Finaneial Officer

The attached notes are an integral part of these consolidated financial statement
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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 SIX MONTH PERIODS ENDED JUNE 30, 2017

(UNAUDITED)
NOTE For three nmh Irom For the six month lrom
111 1o 306
2017 2016 2017 2016

Revenues 15 391,685,161 410,072,767 815,585,433 31,591,400
Cost of revenue (212,653,726)  (197.588091)  ( 425717,106) (4072,487,726)

Gross profit 179,031 435 212,484 676 189,868,327 429,103,674
Selling and marketing expenses 12 {42,806,95%) (58.900,161) (17,417,662} {105,317,784)
Oeneral and administrative expenses 13 (22,110,183) (77,021.679) (156,150,294) (143,549,500}
Results from operating activities 54,114,293 76,556,836 156,300,371 180,236,190
Other income 3,234,717 2,933.056 6,700,045 7,867,370
Eaming before finance cost 57,449,010 79,489,892 163,000,416 188,103,760
Finance cost (415103 (1955278 ( 7854786) (  3.837444)

Net profit before zakat 53,297,979 77,534,614 155,145,630 184,266,316
Zakat and income tax expenses (27582 (3805229 6025827) (  6511912)

Net profit for the period 50,582,152 773,729,389 149,119,503 177,754.404
Profit altnbutabie to:
Shareholders of the Company 57,098,164 74,074,784 162,215,034 178,275,177
Kon-controlling infterests [ 6516012y 345395 | 13095231 ( 520,773)

50,582,152 73,129,389 149,119,803 177,754 404

B = F=——= = ====

Onher Comprehensive Income;
Other comprehensive income nod to be reclassified to

profit or loss in subsequent periods: - - = o
Total Comprehensive Income for the period S'I},SSI.IE 73,729 389 149,119,803 I?T.?FSI.I»N
p—— - .} ==a= L 37]
Comprehensive Income attributable to:
Sharcholders” of the Company 57,098,164 74,074,784 162,215,034 178,275,177
Non-contrelling interests { 6,516002) { 345,385 ( 13,095.231)  ( 5H0,73)
50,582,152 ?3.?29.33_9 149,119,803 177,754 404
ZzsET==—= S==unEEEN sSaEs
EARNINGS PER SHARE (Saudi Riyal)
Baste and diluted eamings per share from net profit 0.38 on 169 185
Basic and diluted eamings per share from main cperations (162 0.%0 1.76 1.94
Mo of shares 92,040,000 920,000 92,040,000 52,040,000

Sobhi Abdulizlil Batterjee Mohammed Mamoun Al Najjar Alarma Varghese Thomas
Chairman Chief Executive Officer Chief Financial Officer

The attached notes are an integral part of these consalidared financlal startements
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company})

CONDENSED INTERIM CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE PERIOD FROM JANUARY 1, 2017 TO JUNE 30, 2017

(UNAUDITED)
Capital Statutory Retained  Total Shareholders’ Non-Controlling Taotal
Reserve Earnings Equity Interest Equity
SE. SE. SE. SE. SE. SR.
Balance at 01/0L/2016 920,400,000 £8,633,324 395,606,340 1,404,639,664 61,037,989 1,465,677.653
Comprehensive income [of the period - - 178275177 178,275,177 { 520,773) 177,754,404
Dividend distributed { 184,080,000) ( 184,080,000) ( 184,080,000)
Balance as at 30/06/2016 920,400,000 88,633,324 389,801,517 1,398,834, 841 60,517,216 1,459,352,057
Balance at 01/01/2017 920,400,000 124,819,329 549,173,636 1,594,392 965 59,351,808 1,653,744,773
Comprehensive income for the period - - 162,215,034 162,215,034 {  13,005231) 149,119,803
Dividend distributed - - ([ 184,080.000) (184,080,000 {184,080,000)
Advance towards share capital - - - - 19,500,000 19,500,000
Balance as at 30/06/2017 920,400,000 124,819,329 527,308,670 1,572,527,999 65,756,577 1,638,284,576
@uﬂ.\\“\\\\\\% L @yﬁ\.\\ﬁ
Mohamrmed Mamoun Al Najjar Alarma Varghese Thomas
Chief Executive Officer Chief Financial Officer

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



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 JUNE 30, 2017

{(UNAUDITED)

FROM OPERATING ACTIVITIES
Met profit for the peried

Adjustment Lo recongile nel income to net cash (used in) provided by :

Depreciation & Amortization
End of service benefits
Zakat

Net adjusted profit

Changes in operating asseis and lighilities:

Trade receivable

Inventories

Advances, deposils, prepayments and
other receivables

Creditors, accrued and other liabilities

Met cash provided by operating activities

FROM INVESTING ACTIVITIES
Operating fixed assels

Intangible assets

Capital work in progress

Net cash (used in) investing activities

FROM FINANCING ACTIVITIES
Loans and borrowings

Other non-current financial liabilities
Deferred revenue

Dividend paid

Non-controlling interests

Net cash (used in) financing activities

NET CHANGE [N CASH AND BANK ( 54,020270) ( 2,757.204)
CASH AND BANK AT BEGINNING OF THE PERIOD 155,090,776 55,800,376
CASH AND BANK AT END OF THE PERIOD 101,070,506 53,043,172
Sobhi Abduljalil Batterjee Mohammed Mamoun Al Majjar Alarma Yarghese Thomas
Chairman Chicf Executive Officer Chief Financial Officer

June 30,
2017
SR.

149,119,803

36,658,254

9,615,902
6,025,827

201,419,786
80413414
{ 15,760,486)

{ 45,430,977}
( 24,669,309)

195,972,428

{ 191,328,979)
(326,954)
131,842,935

( 60,012,998)

( 44,814,070)
12,311,593
7102777
{ 184,080,000
19,500,000

{ 189,975,700)

June BHT

2016
SR.

177,754,404

31,336,656
9,697,955
6,511,912

225,300,927

( 229,843,938)
{ 7,136.851)

10,568,048
213,708,384

212,596,570

( 27,980,626)
377,274
( 43,434,726)

{ 71,033,078)

40,112,778
609,213
{ 957,687)
{ 184,080,000)

( 144,315,696)

The attached notes are an integral part of these consolidated financial statements
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCD)

(A Saudi Joint Steck Company)

NOTES TO THE CONDENSED TINTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the peried from January 01, 2617 to June 30, 2017

GENERAL INFORMATION

Middle East Hralthcare Company (the “Company™) and its subsidiadies {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 aperaling under cu mmercial registration
number 4030145460 dated Rabie Al-Thani 06, 1425 {H} comesponding to May 235, 2004
(G

On Rabi Al-Awat 19, 1437 (H) corresponding to December 30, 2015 (G} the Company
ablained approval from Capital Management Authority (CMA) to offer 27,632,00¢ shares
in Initial Public Offcring and the Company's shares are listed at Saudi Stock Exchange
{Tadawul) on Jumada Al-Thami 20, 1437 {11} comesponding o March 29, 2016 (G).
Accordingly the Company was converted to o Public Joint Stock Company.

The main objective of the Company is managing, eperating and mainlaining hespitals,
medical centers, educational centers, rehabilitation centers, phiysiotherapy, laboratories and
radiology centers, pharmacics, construction and @ buy land fur the purpose of constructing
medical projecls.

The Company has investments in the following branches and subsidiaries {collectively
referred to as the "Group™) at the Rporing perisds:

{a} Direct and Indirect subsidiarles of the Company

{i) Opcrating enditics! subsidiary

Eniry/Subsidlary name Commer clal Issued on  Corresponding Ownership Interest
REegistraiion No. Ta (%) nt June 30
2057 2018

Bpueti Gsman Hospalad - Joddsh A0 24157 EBade D5, 1219 May ¥ 1955 100% 100%
Seot Germat Hoapatal - Biysdh IOl 6 Rajih M, 1424 10 Lot 20, MO0 [0 1%
Sandi Gerrnan Hoxpilal - Aseer EARSO10%4 D] PO 2N, 1430 Apil D3, 2000 L)% 10%
Sawdi German Hospltaf — Madinah AESO0AEHS  Salar 18,1423 Ay puae [15, 3002 Ly 1
Abdul Jalee]l B m Baderjes Sond

Developot Ca. HO0Z171D Bhabon O, 1470 Aot (4, B0 1005 Lo
S1ich e rman Hiapied] - Dammam MMHOATI) Fapah IR, 1436 May 07 Hi15 ] 100R
Maticnsl Hail Company b Hea theare
(KT A& Chosed Jointly Sk Co. [AOLIS RajubOF 1423 Raly 16, 2007 11 ¥ 3%

The Company hotd 32.33% in NIIC, howcver based on control exercised by the Group, MHC
hes heen consolidaled us subsidiary refer note 2.2. The 67.67% shares in NHC are diselosed
as Won-Conleolling interesl,

-



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

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

(UNALUDITEL)

L
21

2.2

SIGNIFICAKT ACCOUNTING POLICIES
Basis of preparation and Statement of Compliance

The conscliduted financial slatements of the Middle East Healihcare Company (the
"Ciroup™) are prepared in sccordance with [ntemational Financial Repocting Standards
{IFRS) as issued by Intermnational Accounling Standards Board (“IASB") and the
requiremenis of the Regulations for Companics and the Company's By-Laws in 30 far &2
they relale to the preparation and presentation of the hinancial slalements.

Vor all periauds, 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 ¥ingdom of Saudi Arabia, issued by Saudi Organizations for Certified Public
Accountants (“SOCPA". The first intedim condensed consolidated statement for the Lhree
months’ period ended an 31.03.2017 were prepared under IFRS a5 adopted by SOCPA
which represent part of the period covered by its IFRS firancial statements. The Group
has consistently applied the same accounting policies throughout all the periods presented.
IFRS 1 Firsl1ime Adoption of International Financial Reperting Standards has been
applied. Refer ta Notc 4 for information on how the Group adopted IFRS.

The consolidated financiat sratemenls have been prepared on a historical cost basis, excapt
for derivative financial instruments and available-for-sale (AFS} financial asscts that have
heen measured at {air value. The consolidated financial statements are presentod in Savdi
Riyal.

Basls ¢f consolidation

The consolidutcd financial statements comprise of the financigl statements of the Group
and its subsidiaries,
Control is achieved when the Group is exposed, or has rights, to variable rewurns from ifs
involvement with the investee and has the ability 1o affect those returms through its power
over the invesice, Specifically, the Group controls an investee if, and only if, the Group
has:

» Powcr over the investes {ie., existing rights that give it the current ability to direct

the relevant achivities of the investee).
» Exposure, o nights, 1o vanable reterns from its involvement with the investee.
+ The sbility to use its power over the investee (0 affect its refurns,

Generally, there is & presumption that a majority of voting rights resulls in ¢ontrol. To
support this presumption and when the Group has less than a majority of the yoiing or
simitar rights of an investee, the Group considers all relovant facts and clreumstances in
assessing Whether it has power over an invcstee, including:

s The contracrual amangement{s) with the other vote holders of the investes
» Rights arising from ather contractual arrangements.
» The Graug's voling rights and patential voting nghts.

The Group re-assesses whether or nol il controls an investee if facts and circumstances
indicate that there are changes to one of more of the three clements 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 end
expenses of a subsidiary acquired or disposed of during the year are incheded in the
consalidated financial statements from the date the Group gains contre! until the date the
Group ceases to control the subsidiary.

T



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

{A Saudi Jolnt Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For (he peried from January 01, 20 7 to June 33, 2007

[UMAUDITED)

23

231

2.3.2

Peofit ar Yoss and each component of uther comprehensive income {OCD are attribuicd 10
the equity holders of the parent of the Group and ta the non-controlling interests, even if
this results in the non-controlling interests having a deficll balance.

When necessary, adjustments are made Lo the financial stalemcnts of subsidiaries to bring
their accounting policies into line with the Group’s gccounting policies. All intra-group
assets snd ligbilities, equity, income, cxpenses and cash flows rclating lo transacons
between members of the Group are eliminated in (ull on eonsolidation.

Summary of significant accovnting policies

The following are the significant accounting policies applied by the Group it preparing its
consolidated financial statements:

Curcent yersns non-current ¢lassification

The Graup presents assets and liabilities in the statement of financial position based on
currentfon-current classification. An assct is cument when iis:

s Expected to be realized or intended 10 sold or consumed n the normal operating
cycle

a Held primarily for the purpose of trading.

» Expecied (0 be reatized within twelve months after the reporting peried, or

e Cash or cash equivalent untess restricted from being exchanged or uscd Lo seltle 2
liability for at least twelve months after the reporting period. All other assels arc
classified as ron-current,

A Yahility is current whea:
e It is expected to be sedled in the normal opcrating cycle
» Tiis held primarily for the purpose of trading
e Jtis due to be settled within twelve manths after (he reponing period, or
v Therc s ne unconditional right to defer (he settiement of the Hability for at least
twelve ronihs after the reporting peried

The Group clnssifics all ather liabilities as nog-current, Deferrcd lax asscts and labilities
are classilied as non-current assets and liabilities.

Fair valoe measurement

Fair value is the price that would be reccived 1o sell an assct or paid to transfer a liability
it an orderly Iransaction between markel participenis at the measurcment date. The fair
value meesurement is based on the presumption that the transaciion o sell the asset or
transfer the liability lekes place cither:

s In the principal market for the asset or Tability or
« In the absence of & principal market, in the most advantageous market for the asset
ot liability

The principal o (he most advanlageous market must be aceessible by the Group. The fair
value of an asset or a lizhility is measured using the assumptions that market paricipants
would use when pricing the asset or ligbility, assuming that market participants act in their
economic best ineresl.



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCTAL STATEMENTS
Far the pericd from Jaouacy 01, 2017 to June 30, 2017

(UNAUDITER)

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

The Grovp uses valuation techniques that are appropriple in the circumstances and for
which sufficient data are available to measure Fair value, maximizing the use of relevant
observable inputs and minimizing the usc of unohservable inputs.

All assets and linhilities for which Tair value is measured or disclosed in the financial
stalements are categarized 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 whele:

» Level | — Quoted (unadjusted) market prices in active markels figr identical asseis
or linkililies

v Level 2 — Valuation techniques for which the towest leve! input that is significant
1o the fair valuc measurement is directly or indirect]y observable

v Level 3 — Valuation techniques for which Ihe lowest level inpul that is significant
to e fair value measurement is unobservable

For assels and liabilitics that are recognized in the financial statements at fair value o0 a
recurting basis, the Group determines whether transfers have occurred berween levels in
the hierarchy by re-assessing categorization (based on the lowest level input that is
sipnificant 1o the fair value measurement as a whale) at the end of each reporting period.
The Group’s management determines Lhe policies and procedures for both recurring fair
value measurement, such as detivatives and unquoted available-for-sale financial assets,
and for noncoeurring measurement, such as assels held for distribution in discontined
opecatinns.

At each reporting date, management analyses the movemnents in the vaiues of asscls and
figbilitics which are required 1o be remeasured or re-assessed as per the Group's acooy nling
policies. For this analysis, management verifies the major inputs applied in (he Talest
valuation by agreeing the information in the valuation computation 1o conracls and other
televant documents.

Management, in conjunction with the Group's valuers, also compares the change in the faic
value of cach asset and liability with relevant externgl sources lo delermine whether the
chanpe 15 reasenable,

Far the purpose of fair velue disclosures, the Group has delerimined classes of assels and
lizhilities on the basis of the nature, characteristics and dsks of the asset or linbility and the
level of the fair value hisrarchy, as explained above.



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERTM CONSOLIDATED FINANCLAL STATEMENTS
For the period from January 01, 2017 to June 30, 2017

(UNALTTED)
133 Zakat and Taxes
Fakat

The Campany and ils subsidiaries are subject to Zakat and income tax in acecrdance with
the regulations of General Authority of Zakat and Income Tax ("GAZT"). Company's
zakat and jts share in zakat of subsidianes and associates are charged to consolidated
sratement of income.  Zakat and income tax atteibutable to other Saudi and foreign
sharchotders of the consolidated subsidiarics are charged to Non-Coniroliing interest in the
accompanying consolidated stalement of balance shect. Additional zakat and income lax
Tability, if any, related to prior years' assessmenls anising from GAZT are accounted for
in the period in which the final assessments arc finalized.

Current income tnx

Current income tax asscts and liabilities for the current period are measured al the amaunt
expected to be recovered fromer paidto {he taxation authocities, The lax rates and lax laws
vsed to compute the amount arc those that are enacied at the reporting date where the Group
opcrates and generates taxable income.

Currenl income Lax relaling 1o ilems recognized direcily in equity is recognized in equily
and nol in the income statement. Managemenl perindically evaluates positions taken in the
tax relurms with respect to situations in which applicable tax rules are subject to
imerpretation, and establishes provisions, if any.

Deferred tax

Deferred tax is provided using the liabilily iethod on temporary differences bebween the
tax bases of assels and Kabilities and their carrying amounts for Anancial reporting
purposcs at the reporing date.

Mefomed tax liabiliies are recognized for all taxable temporary diffcrences, excepl:

s When the deferred tax Jiability arises from the initial recognilion of goodwill of an
asset or liability in 2 ransaction thet is ool a husincss combination and, at the time
of the Iraasaction, affecls peither the accounting profit nor taxable profit or lass

* In respect of taxable temporary differences associaled with invesiments in
subsidiaries and associates, when the timing of the reversal af the lemporary
Jdifferences can be controlled and it is probable that the temparary differences will
ot reverse in the foresezable future.

Deferred tax assets re recognized for all deductible lemporary differences, the carmy
faeward of unused tax credits and unused tax losses, to the cxtent that it is probahle thal
taxable profit will be availsble againsl which the deductible temporary dilferences.

The carry forward uf woused tax credits and vnuscd fax losscs can be utilized, except:
» VWhen the defered tax asset relating to the deductible lemporacy difference arises
from the initial recognition of an asset of liability in a teansaciion that is pot a

buginess combination and, at the time of the lransaction, affects neither e
accounling profit not taxable profit or loss

-10-



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO}

{A Sandi Joint Steck Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the peried from January G1, 2017 to June 30, 217

(UNAUDITELD)

234

* [n respect of deductible temporary differences associnled with investments in
subsidiaries and associates, deferred tax agsels are recognized only to the extenl thet
it is probable Ihat the temporary differences will reverse in the foreseeable future amwl
taxable profit will be available against which the temporary differences can be
ulilized

The carrying amount of defemed tax assets is reviewed at each reporting date and reduced
ta the extcnt (hat it is no longer probable that sufficient tzxable profit will be available o
altow all or part of the deferred rax asset to be utilized. Unrecognized deferred tax assels
are reassessed al each reporting date and are secognized to the extent thal it has beceme
probabie that future laxable profits will allaw the deferred tax asset to be recovered.

Deferred tax asseis and Labilities are measured al the Lax rates that are expecied W apply
in the year when the asset is reelized or the liability is seuled, based on tax rates (and lax
laws) that have been enacted or subslantively enacted at the reporting date.

Deferped tax assets and delforred tax Liabilitics are offsetifalegally enforceable right exists
to set off curent 1ax assels against current income tax liabilities and the deferred taxes
relate to (he same faxable niity and the same taration authonity. Tax benefits acquired as
part of a busincss combination, but not satistying the critenia for separate recognition at
that date, are rceognized subscquently ¥ new information about lacts and circumstances
change. The adjustiment is either be reated as a reduction 1o goodwill (as long as il does
not exceed goodwill) if it is inctrred during the measvuremsnt poriod or recognized in profit
or loss,

Proparty, plant end equipment

Piant and equipment are stated at cost, net of accumulated depreciation anfor accumulabed
impairment losses, if any. Such cast includes the cost of replacing parts of the property,
plant and equipment and borrewing costs for long-term construction projects if the
recognilion criteria are met.

When sigrificant parts of propery, plant and equipnien! are required to be replaced at
intervals, the Group recognizes such parts as individual assets with specific uscful lives
and depreciates them accordingly. Likewise, when a major imspection is perfonmed, its cost
is recognized in the carrying amount of the plant and equipment as a replacement if the
recognilion criteria are satisfied, All other repair and maintendnee cosls are recognized in
the profit or loss as incumed. The presenl value of the expected cost for the
decommissioning of the asset afler its usc, 1s included in the cost of the respective asset if
the recogmition ¢riteria 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 caleulated over the depreeinble amount, which is the cost of an assel, lass
its residual value on a straight-line basis over the estimated useful tves of the assets as
follows:

- Building 15 to 45 ycars

- Plant, machinery and quipment 4 to 15 years.

- Compuler cquipment 4 o 10 years

- Motor vehicles 4 10 10 years

- Furmiture and fixures 4 (o 10 years

- Office cquipment 4 to 10 years

- leasehold improvement - perind of lease or 20 years, whichever is less

-11-
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Construction in progress and land are not depreciated. An jtern of property, plant and
equipment is derecognized upon disposal or when no fulure ccopomic benehits are expected
from its usc ur disposal. Any gain or loss adsing on derecognition of the assct {calculated
as the difference between the net disposal proceeds and the carrying amount of the asset}
is inctuded in the skatement of profit or loss when the asset is derecognized. Changes in
the expeeted uscful life or the expected paltemn of consumplion of future cconomic benefits
embodied in the assel are accounted for by changing (he depreciation period or method, as
appropriate, and are treatcd as changes in accounting estimates, The cosl of replacing a
past 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 cbodied within the part will
flow to the Croup, and its cost can be measured relisbly. The carrying amount of the
replaced part is derecognized. The costs of the day-lo-day servicing of propery, plant and
equipment are recognized in profit or loss as imcurred.

The rcsidual values, useful lives and metheds of depreciation of property, plant and
equipment are reviewed at each financial ycar end and adjusted orospectively, if
appropriate.

Leases

The determination of whether an arrangement is, or contains, a lease is based on the
substance of the arrangemenl ai the inception datc. The amrange ment is assessed for whether
fuifillment of the arrangement is dependent on the use of 4 specific asset or sssels of the
amangement Conveys 3 right to use the asset oc assels, oven if that cight is not explicitly
specified in an arrange ment.

For arrangements enterad into prier to January 01, 2017, the date of inception is decmed to
be January 01, 2017 in accordance with IFRS | First-time Adoption of [ntemational
Reporting Standards.

Group as a lessee

Finance leases that transfer to the Group substantially all of the risks and benefils incidenkal
1o ownership of the leased item, are capilalized at the commencerent of the lcase ai the
fair value of the leased property or, if lower, at the present value of the minimum lease
payments, Lease payments arc gpporioned between finance charges and a reduction in (he
lease liahility so a5 lo achieve a conslant rate of interest on (he remaining alance of ihe
liakility. Finance charges arc recagnized in income statement.

Finance leases [hat Lransfer 1o the Gruup substantially all of the risks and Denefits incidental
to ownecship of the leased ilem, arc capitalized at the commencement of the lease al the
fair valve of the leased property or, if lower, al the prescat value of the minimum lease
payments, Lease payments arg apporiioned between {inance charges and a reduction in the
lease lighility 50 as to achieve a constant rate of interast on the remaining balance of the
liability. Finance charges ar& recagnized in income statement,

An operaling lease is & lease oihor (han # finance leasc. Operating lease paymenls are
recognized as an operaling expense in the statement of profit or loss on a steaight-line basis
over the jease term,
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Borrowing costs

Borrowing costs directly attnbitable to the eequisition, construction or production of an
asset that necessarily 1akes 2 substantial period of tin to get ready for its intended use or
sale are capilalized as part of the cost of the respective assel. All other bomowing cosls are
expensed in the period in which they cocur. Bomowing costs consist of interest and ather
casts incurred in connection with the bemowing of funds.

Bomowing casts incurred on or afler the date of iransiiion (Tanuary 01, 2017) for all eligible
qualifying assets are capilalized. The botrowing costs capilalized under SOCPA on
qualifying assels to the dale of ransition to IFRS are tneluded in the camying amuunt of
assets at that date.

Intangible nssets
CGoedwill (hat arises upon the acquisition of subsidiaries is included in intangible assels.

Intangible asscts are measuced oninilial recognition at cost. Subsequently, intangible assels
are carrigd at cost less accumulated amortization and sceumulated impairment lasses, if
any. The right te use land are amortized over the concession period on a straight-line basis.

Intangible asseis are amortized over their useful cconomic lives and assesssd for
impairment whenever there is an indication that the intangible asscl may be impaired. The
amartization period and (he amortization method for an intangible asset with a finite useful
life are reviewed at least at the cnd of each reponing period. Changes in the expecied useful
lifs or the expected pattern of consumption of future cconomic beashits emibodiad in the
asset are apcaunted for by changing the amortization period or methad, a8 appropriate, and
are treated as changes in accounting estimates. The amorlization expense on intangible
assets with finite lives is recognized in income stalement category consistent with the
function.

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

Flnancial insérumenis - Initial recognition and subsequent measurenient

A Binancial nstrusnent is any contract that gives rise to a financial asset of anc cotity and &
financial liahility or equity instrument of another entity.

i} Financial assets
[nitial recopgnition and measurement

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

Al financial asseis are recognized initially at fair vatue plus, in the case of asscts not at fair
value through profit or loss, Lransaction ¢osts that arc atributable to the acquisition of the
financial assct.
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Subsequent measurement

The subsequent measurement of financial assels depends an their classification a3
described below:

Loans and receivables

This category is the most relevand 1o the Group. Loans and receivebles are non-derivative
financial assels with fixed or determinable payments that are not quoted in en acive
murket. Altec initiat measurement, such financial assels pre subsequently measured at
amortized cost using the effective interest rale (EIR) method, less impairment. Amogized
cosl is calcutated by 1aXing into account any discount or premium on acquisition and fees
ar costs that are an integral part of the ETR. The EIR amortization is inclzded in finance
income in the statement of profit or loss. The losses arising from impairmeat are recogaized
in the statement of profit or loss in finance costs for loans zad in cost of sales or other
operating expenses for roecivables. This category generally applies to trade and other
receivables.

Derccopnition

A financial asset (or, where applicable, a part of a financia) assct or part of a group of
similar fpancial assets} is detecopnized when:

= The rights to receive cash flows from (he asset have ex pired, or

« The Group has lransferred its rights to receive cash flows from (he asset or has
assurned an obligation to pay the received cash Mlows in full witheut material dclay
to a third parly under a ‘pass-through’ arrangement, and either

{2) the Group has transferred subslantiatly sll the rizks and rewards of the asscl, of
{b) the Group has neithet transferred nor retained substantially all the risks and rewards of
the azser, but has transferred control of the assct.,

When it has neither transferred nor retained substantially all of the risks and rewards of the
assel nor transfermed control of it, the asset is recognized to the exlent of its conlinting
involvement in it. In that case, the Group also recognizes an associated liahiliny, The
Lransferred asset and the associated liability are measured on a basis that reflecis the nghts
and obligations that the Group has retained.

Continuing involvement thet takes the form of a guarantee over the transferred asset is
measured at the lower of he ooginal carrying amount uf the assel and the maximum
amount of consideration thal the Group could be required to repay.

Li) Tmpalrment of Rnancial assets

The Group assesses, &t each reporting date, whether there is any objective evidence that a
financizl asset or a group of financial assets is impaired. An impairment exists if one or
more cyents that has occurred since the initial recognition of the asset (an incwred oss
event), has an impact on the esiimated future cash flows of the financial asset or the group
of financial asscts (hat can be reliably estimaled. Evidence of impairment may include
indications that the debtors or a group of debtors is experiencing significant financial
difticully, default or delinguency in interest or principal payments, the probability that they
will enter bapkruptcy or other financial reerganization and where abservable data indicate
that there is 2 measurable decrease in the estimated future cash flows, such as changes in
arrears or ecanomic cunditions that cerclate with defaults.
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Finznelal assets carcied at amorlized cost

For financial assets carried al amortized cost, the Group fisst assesses whether impairment
exists individualy for Financial asseis (hat are individually significant, or collectively for
financial assels that are not individuslly significani. IF the Ciroup determines that no
objective evidence of impairment exists for an individually mssessed financial assch,
whether signifcant or nol, it includes the asse1 in a group of financial assels with similar
credit risk characteristics and colloctively assesses them for impairment.

Assels that are individually assessed for impairment and for which an impairment loss is,
or conlinues ko be, recognized are nod included in g collective assessment of impaimment.

The amount of any impairment loss identified is measurcd as the differance between the
assel’s carrying amounl and the present value of estimated fufurs cash flows (excluding
fulure expected credit losses that have not yet been incurred), The present value of the
astimated future cash flows is discounted at the financial assel's original effective interest
rate.

The carrying amount of the asset is reduced through the wse of an allowunce account and
the amount of Ihe lass is recognized in the statement of profit or Ioss. lnterest income
contintes to be accrued on the reduced carrying amaunt using the rate of interest used to
discounl the future cash flows for the purpose of measuring the impairment loss. The
intercst income is recarded a5 part of finance income in the stalement of profit or loss.
[.aans, togelher with the asseciated allowance are written off when theee is no realistic
prospeel of future recovery and all collateral has been reelized or has been lransferred o
the Group. If, in & subsequent year, the amount of the estimated impaicment loss increases
or decreases becavse of an event ocourming aftes (he impairment was recognized, the
previously recognized impairmenl loss is increased or reduced by adjusting the allowance
sccount, IF a wrile-off it later recoversd, the recovery is credited to finance costs in profit
or loss.

Iy Flranclab Liablities
Initial recognitlion and measurement

Financiat liabilities are classified, at initia} recognition, as lpans and borowings, o
payables.

All financial liabilities are ecognized initially at fair yalue and, io the case of loans and
borrowings and payables, net of dizeetly anributable ransaction costs,

The Group's financial liabilities include trade and other payables, loans and bomowings
including bank averdrafts, and denivative Financial inslrurenis.

Subsequent measurement

The measurement of financial liabilities dopends on their classification, as follows:
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Loans and borrowings

This is the category most relevant 1o the Group. Aftes initial recognition, interest pearing
loanz 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 lizbifitics are derecogaized as well as through the effeciive nterest rate method (ETR)
amoclizalion process.

Amortized cost 3s catculated by taking Into gccount any discounlar pic mium on aequisiion
and fees or costs that are an integral part of the EIR, The EIR amorization is inciuded in
finance costs in the stalement of profit or loss. This category generally applics 1o intercst-
bearing loans and bomowings,

Derecognition

A financial tiabiliry is derecognized when the obligation under the lighility iz dizscharged
or cancelled or expires. When an existing financial lietility is replaced by another from the
same lender on substantially differcal terms, er the terms of an existing lability are
substantially medified, such an exchange or modification is treated a5 a derccognition of
the original liability and the recognition of & new lability. The differsace in the respeclive
carrying amounts is recagnized in the statement of profit ot loss.

i¥) Offsetting of financial instruments

Financial assets and financial liabilities are offset with the nel amatiat reported in the
consolidated statement of financial position only if there is a current enforceabls lepal right
to offset the recopnized amounts and an intent to seitle on a net basis, orto realize the assets
and settte the lishilities simultanequsly.

Inventories

Inventories are valued at the lower of cost and net realizable value. Costs incurmed in
bringing each product to ils present localion and vondifen 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 scil.

Impairment of non-financlal assets

The Group assesses al each reporting date whether (here i3 an indication that an asset may
be impaired. Jf any indication exists, or when annual impairment testing for an asscl is
required, the Group estimates the asset’s receverable amount. An asset's recoverable
amount is the higher of an assct’s or Cash Generating Unit {CGLUs) fair valus less costs of
disposal and iis vatue in vse. I is determined for an individual asser, unless Lhe assel does
not gencrale cash inflows that are largely independenl of those Trom other Assels o groups
of mssets. Where the carcying amount of an assel or CGU exceeds its recoverable amouat,
{he assct i5 considered impaired and is written down te its recoverable amount.

-16-
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In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discounl ate that reflects cument markel assessments of the time
valee of money and Ihe risks specific to the assel. In determining fair value less costs of
disposal, recent market transactions are taken into account. If ne such ransacions ¢an be
identified, an appropriate valuation madel is used. These calculations aré corroborated by
valuation multiples, quoted share prices for publicly raded subsidiaries or other avaitable
fair value indicators.

The Group bases its impairment calculation on detaited budgels and forecasts which are
prepared separately for each of the Graup's CGU to which the individual asscls are
allocated. These calculations are gencrally coveing a period of five years and a long-lerm
growth rate is applied to project fture cash flows after that.

Impairment losses of continuing operations are recogrized in the income stalerment, except
for a properly previously revalued where the revaluation was laken 1o 01, In this case,
the impairmenl is alse recognized in QCLup La the amount of any previous revalogiion.

For assels excluding goodwill, an assessment is rnade at each reposling date as to whether
there is any indication that previously recognized impairment losscs may ho longer exisl
ot may have decreased, If such indication exists, (he Group estimates Ihe assei’s or CGs
recoverable amount. A previously recogrized impairment loss is reversed only if there has
been a change in the assumptions used to detcrmine the asset’s recoverable amount sinee
the lasl impatrment loss was recognized.

The reversal is limited 5o that the camying amount of the asset does not exceed its
recoverable amount, nor exceed the camying amaunt that would have been determined, net
of depreciation, had no impairment loss been reeognized for the asscl in prio: years, Such
reversal is Tecognized in the statement of profit or loss unless the assel is carried at a
revalued amount, in which case the reversal is treated as & revaluation increage.

Cash and short-term deposils

Cash and short-lecm deposits in the statemenl of financial position comprise cash al banks
and on hand and short-term deposits with a maturity of three months or less, which are
subjcct 1o an insigaificant ok of changes in value.

For the purpose of (he consolidated statement cash flows, cash and cash equivalents consist
of cash and shart-term deposits as defined above, nel of outstanding bank overdrafts as
they are congidercd an inte gral part of the Group's cash rmanagenenk.

Cash dividend distrivution te owners of equity
The Group recognizes a lisblity to rmake cash to owners of equity when the distribution is
authorized and the dislsibution is no longer 2t the discretion of the Group. A distribution is

authorized when it is approved by the shareholders, A corresponding amaount is recopnized
i equity.

17-
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2.3.1} Provisions

2.3.14

Provisions are recognized when the Group has a present obligatica {legal or construciive)
as a result of a past cvent, it is probable thatan outflow of resaurces einbodying economic
bene fits will be requirad (o s2itle the obligation and a relizble estimale can be made of the
amount of the obligation. Where the Group expects some or all of & provision lo be
reimbursed, for example under an insurance contract, the reimbursement is recognized as
a separate assct but only when the reimbursement is vicoally centain. The expense relating
to a provision is presented in the statement of profit or toss net of any reimbursement.

Re-measurements, comprising of actuarial gains and losses, are recognized immediately in
the statement of financial position with a comesponding debil v eredil to retpined camnings
tireugh OCI in the period in which they occur. Re-measurements arc not reclassified
profit or 10ss in subsequent periods, Past service costs are recognized in profit or loss on
the carlicr of the date of the plan amendment or curtailment and the date on which the
Group recognizes related restruciuring costs,

Met interest is calculated by applying the discount rate t the net defined bencfit liability
or assct. The Group recognizes changes in the net defined benefit obligation under ‘cost of
sales’, ‘administration expenses’ and sclling and distribution expenses’ in the conschidated
income stalement, namely, service costs comprising current service costs, past-service
cosis, gains and losses on curtallments and non-routine setllemenis 2nd net interest capense
OF INCOIME.

Revenue recognition

Revenue is recognized bo the extent that it i probable that the economic benefits will Flow
1o the Group and the revenue can be reliably measured, regardless of whon the payment is
received. Revenue is measured at the fair value of the consideraiion received or receivable,
taking into account contractually defined terms of payment and exciuding taxes or duty.

The specific recognilion critcria described below must also be met before revenve is
recognized.

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of
awneeship of the goods have passed to the buyer, nsuaily on delivery of the goods. Revenue
from the sale of goods is measured at the Fair value of the consideration received or
reecivable, nel of returns and altowances, irade discounmts and volume rebates,

Rendering of services

Income is recognized upon the delivery of services and customer acceplance, if any, or
pecformance of services, net of income discounts.
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Segmont Teporting

For managemeat purposcs, the Group is organized into business wnits based onits products
and scrvices and has theee reporiable segments, as follows:

Inpatient Services
Crulpaticnt Services
Pharmacy Sales
Oihets

No operating segments have been agpregated 1o form (he above reponable operating
segmenls,

Managemenl monitors the operating results of its business unils separately for (be plLpos2
of making decisions about resource allocation and performance assessment. Segment
performance is evaluated bascd on profit or Toss and is measured conzistently with profit
or Toss in the consalidated Ainancinl siatements. Also, the Group's finance costs and incene
laxes are managed on a Group basis and are not allocated to operating segments.

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

Foreign currencles

The Group's consolidaled financial steterments are presented in Saudi Riyal, which is also
the parent company'’s functional eurrency. For gach enlity, the Group determines the
Furctional corrency and items included in the Fnancial statements of cach entity are
measured using that functions! curcoey. The Group uses the direct method of
cansolidation ang on disposal of a foreign operation, the gain or loss that is reclassified la
profit or loss reflects the amwount that ariscs feom using this method.

i) Transactions and balances

Transactions in forcign currcncies are initially recorded by the Group's entitics at their
respective functional curency spot rates at the date the ansaction first qualifies for
recognibion. Monetary assets and lighifilies denominated in foreign cumencies arc
wranslated at the Functional currency spol rates of exchange at the reporting date.

Differcnces arising on settlement or ranslation of monclary items are recognized in profit
or loss.

Non-monelary items thal are measured in terms of historcal cost in a foreign curmency an:
translated using the exchange tatcs at the dales of the initial transactions. Non-monetary
jrems measured at fair value in a fereign cumency are wranslated using the exchange rates
at the date when the fair value is determined. The gain of loss arising on transtation of nen-
manetary ilems measurcd at fair valve is treated in 1ine with the recognition of the gain or
loss on the change in fair valve of the jtem {i.e., ransiation differences on items whose fair
value gain or loss is recognized in OCl or profil or loss ae also recognized in OCL or profit
or loss, respechvely).

=10
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Employec Beneflts
Defined henehit plan

The Group operates an approved unfunded empleyees' end of service bene fits plan for its
permanent cmployees. The plan was approved hy management 7 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 benefil
obligation al the balance sheel date,

Fifective December 31, 2015, the Group has started using an independent actuary ke ensure
adequacy of provision for employecs’ end of service benefits. The provision for employces’
end of service benefits is based on rules stated under the Saudi Arabian Labor amd
Workmen Law and is calculated perindically by an independent achuary using the projected
unir credit meshod.

The Group recognizes pasl service cost, current service cost and interest cosl directly in the
consolidated statement of profit oc loss. Amounts arising as a result of "Remeasure ments”,
representing the actuarial gaing and losscs are recognized in Lhe Statement of Financial
Posifion immediately, wilh a charge or gredit 1o "Other Comprehensive Incame” in the
periods in which (hey ocour.

Terminatlon henefits

Termination bencfits are recognized as an expense when the Group is committed
demonsttably, without realistic possibility of withdrawal, to a fermal detailed planto either
terminale amployment before the aormal retirement date, er to provide terminstion bencfits
as a result of an offer madc (o encourage voluntary redundncy, Termination benefits for
voluntary redundancies arc recognized as an expense if the Group has made an offer of
voluntary redundancy, it is probable that the offer will be aocepted, and the number of
acceplances can be estimated reliably. If benefits are payabte more than 12 months after
the reporting period, then they are discounted to their present value,

Short-term employce beneflis

Short-term employee benefit ohligations are measured on an vndiscounted basis and ace
expensed as the related service is provided. A liability is recagnized for the amount
expecied lo be paid under short-term cash bonus or profit sharing plans if Ihe Ciroup has a
present lcpal or construclive chligation to pay this amount as 2 result of past sCI¥ice
provided by the employee, and the obligalion can be estimated reliabiy.

Financlzl income and finance cost

Finance income compises intcrest income on funds invested (including available-for-sate
financial assets), dividend income, gains oo the disposal of available-For-sale Fnancial
assels, and gains oo hedging insttuments that are recognized in profit or loss. Interest
income is recognized as it accrues in profit or loss, using the effective interest method,
Gividend income is recognized in profit or loss on the date that the Group's right Lo receive
paymenl is established, which in the case of quoted scouritics is the ex-dividend date.
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Finance costs comprise interest eapense on borowings, unwinding of the dizcountl on
pravisions, impairmenl losses rceognized on linancial assets, and losses on hedging
instruments (hat are recopnized in profit or loss. Borrowing costs thal are ot direcily
alleibutable 1o the acquisition, cunstruction ar producton of a qualifying asset are
recopnized in profit or Toss using the effective interest method,

Earnings per share

The Group presents basic eamings per share (EPS) data for its ordinary shares, Besic EPS
is calculated by dividing the profit or loss atinibutable to ordinary shareholders of the
Company by the weighted average number of ordinary sharcs outstanding during the
period, adjusicd (of own shares held.

Covernment Grants and Government Assistance

Govemment grants are recognized where there is reasanable assurance thet the grant will
be received and all attachied conditions will be complied with. Where the grant relates o
an assel, il is recognized as deferred income and released to income over the period of
tepayment of grant.

Where the Company receives non-monelary grants, the asset and the grant are recorded al
nominal amants and released to the income statement over the expected uscful life and
pattern of consumplion of he benefit of the underlying assei by equal annual installmenls.
Where loans or similar assistance are provided by governments or related instuutions with
an interest rate below the curment appiicable market rate ot interest free, the effect of (his
Favorable interest is regarded as government grant.

NEW STANDARDS NOT YET EFFECTLIYE

The Company has reviewsd new and revised accounting pronouncements that have been
issued but are not yel effeetive and determined that the following may have an impact on
the Company:

Financlal instruments

IFRS 9 'Financial Instruments: Classification and Measurement' - replaces Ihe guidanee ob
classification and measurement of financial instruments in TAS 39 Financiel Instruments
Recognition and Measurement, The new slandard requires a consistenl approach to he
classification of financial assets and réplaces the numercus categories of financial asscts in
LAS 30 wilh twa catcgories, measured at cither amortized cost or at fair value, For financial
ligbilities, the standard retains most of the IAS 3% requirements, but where the Fair valve
option is taken, the parl of a fair valug change due to an eakily's gwn credit risk is recorded
in olher comprehensive income rather than the income statement, untess this crcales an
accounting mismatch.

The new standard (a) ne longer requircs the use of a specific guantitative threshold 1o
determine if ithe hedging relationship is highly effcctive to qualify for hedge accounting;
and (b) removes resteictions that prevented some ceonomically rafional hedging sirategies
from qualifying for hedge accounting;

The standard becomes effective for annual periods beginning on or after fanuary 03, 2018
2nd is to be applied retrospectively with the exception of the general hiedging phase which
is applied prospeclively. Early adoption is permitted. The Campany is currently evatuating
the impact the new standard on its consolidated financial statements.

«3-
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Revenue from conltracts with eustomers

In May 2014, the TASB issued IFR5S 15 - Revenue from Contracts with Customeds ("[FRS
15", which replaces 1AS 11 - Canstruction Contracts, JAS 18 - Revenue and TFRIC 13 -
Customer Loyalty Programmed ("IFRIC 137), a8 well as various other interpretations
regarding revenue. IFRS 15 outlines a single comprehensive model for entities to vse in
accounting for revenue asising from contracts with customers, excepl for contracis that ace
within the scope of (he standards on leases, insurance conlracis and financial inslruments.
{FRS 15 also contains enhanced disclosure requirements. TFRS L5 will be applied
retrospectively for annual perieds beginning on o after January 01, 2018, Early adoption
is permittcd. The Company is assessing the patential impact of this standard.

IFRS 16 ""Leases'

IFRS 16 "Leases” was issied in January 2016 and is effective for years beginning on or
after January |, 2019, to be applied retrospectively oron 2 modified retrospective basis. It
is intended to replace IAS 17 "Leases™ and IFRIC 4 "Determining whether an arrangement
containg a leasc”, IFMRS L6 sels out the principles for the recognition, measuremcol,
prescntation and disclosure of leases for both parfies to & contract, the customer {"lessec”}
and the supplier {"lesser”). The standard brings most [2ases on-balance shect for lessees
wnder a single model, eliminaling the previous classifications of operating and {inance
leases. The only cxempiion Lo this treatment is for lease contracts with duration of less than
one ycar. The on-balance sheet lrzatment will resull in the grossing up of the balance sheel
due to a right-of-use asset being recognized with an offsetting liability. Lesser accounting
under the standard remains largely unchanged with previous classifieations of operating
and finance leases being maintained. The Company is assessing the lmpact of this standard.

FIRST-TIME ADOPTION OF IFRS

The Condensed Intesim Consolidaled Financial Statements, for the peried ended March 31,
2017 are the First the Group has prepared in accordance with IFRS. For periods, 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 June 30, 2017 logether with [he comparative peried dala for the year ended
December 31, 2016 as described in the summary of sigmficanl accounting policies. In
preparing the financial slatements, the Group's opening statement of financial pazilion was
prepared as at Janvary 01, 2016, the Ciroup's date of transition to TFRS. This note explains
the principal adjustments made by the Group in restating ils SOCPA financial statements,
including the statement of financial posilion as at Janvary 0L, 2016 and the hnencial
statemnents for the year ended December 31, 2016,

Exemptions applicd

IFRS | allows cerain exemptions from the rerospective application of certain
requirements under IFRS, The Group haz applied the following transitional provision:

IAS 23 Bocrowing Costs and capitalizes costs relabing to all quali; ying assets afler the dafc
of transition and has alsa not restated bomowing costs capitatized under SOCPA priar to
Lransition date.
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UNAUDITED)

Estimates

The estimated at January 01, 2017 and at June 30, 20k 7 are consistenl with those nade for
(e samne dates in accordance with SOCPA {afier adjustments 1o reflect any differences in
accounting policies).

The estimates nscd by the Group lo present these amaunts in accordance with IFRS rellect
condisions at Fanuary G, 2017, the date of transition to [FRS and as at June 30, 2017,

Defined beneflt obligation

Under SOCPA, the Group recognized costs related o its defined benefit plan on an greral
basis. TFRS, defined benefit liabililies are fccognized on an actuarial basis with the
difference recognized in retained eamings.

Depreciation of property, plant and equipent

TAS 16 requires significant companent parts of an item of property, plant and equipment
to be depreciated separately. As explained in nowe 2,34, the cosl of major inspections is
capitalized and depreciated scparately over Ihe peried to the next major inspection. Al e
date of rransition to TFRS, an increase of SR 42,363,070 was recognized in property, plant
and equipment net of accumulated depreciation due (o separate depreciation of significant
components of property, plant and equipment. This amaunt has been recognized against
retained earnings.
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~OTES TO THE CONDENSED INTERIM CON SOLIDATED FINANCIAL STATEMENTS
For Ite period fram January 0, 2017 to June 30, 2017

(UNAUDITED)

4.5, Motes ta the effect of IFRS Adoption

.

[

2.

Operating Gxed assels

Under SOCPA Standards ali the fixed assets were capitalized under single component. TFRS requises to
componentize (e psscls according to thelr estimated usgful life. Therefore, componcntization of assels
resulted in increase of depreciation charge which is allocated ta cost of salc and general and admimnistrative
expenses as per usape of the fired assets.

Intangible assets

Sofiware Licenses have becn reclassified from Property, Plant and Equiprment ko be presented under
Intangibic Assets for faic presentation.

Capital work In progress

Capital work in progress have been reclassified from other teccivables 1o be presented under capital work
in progress for Fair presentation.

Trade recelvables

Receivable fram related parties arc shown as scparale line itern undes Lrade receivables for fair prescntation.

Advances, deposils, prepayments and other receivables

Advances (o supplier are shown as scparate line item reciassified from Creditors for fair preseatation.

Loans and borrowlngs

[nterest frec loan from Ministry of Finance hive been presented as per requurements of [AS 20 Accounting
for Government Grants and Disclosure of Government Assistance.

These loans have been discounted oo markct intcrest rate and deferred income ansing from loan has been
amortized over the loan repagment period.

Mark up expense arising from intercst free loan has been grouped with Finencial Charges and mark up
payable is shown im pote no. 10 wnder Creditors, Accrued and (iber payables.

Emplayce benchits

Under SOCPA Siandards, the Group recorded its labifity under Employce Benefit based on regulatory
requirements, In order 2 determine the liability wnder IFRS Standards, the Group performed delailed
actuasiel valuation of itz Employes Bencfits, Consequently, reduction of expenss for the porind has becn
reversed from profit or loss for the period. The detailed workings are shown in nate no. L1.

Creditors, acerued and other payables

Payables to relatcd parties have been shown as separate line item under creditors for fais presentation,

Advances to supplier arg shown as scparaic fine itemn under Advances, Depasiis apd prepayments,
caclassificd from Creditors far Fair prescntation.
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(UMNAUDITED)

SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPIONS

The preparation of the Group's consolidated financial slatlemenls requires management fo
make judgments, estimates am assumptions thet affect the repotied amounts of revenucs,
expenses, asseis and liabilitics, and the accompanying disclosures, and the disclosurs of
contingent liabilities. Uncertainty aboul Lhese assumptions and estimates could resull in
oulcomes that require 1 matenal adjustment to the carrying amaunt of asset o lighility
affzcted in futire periods.

Judgraenis

In the process of applying the Group's accounting policies, management has made the
following judgments, which have the most significant effect on the consolidated financial
gtatere nls:

Estimates and assumplions

The key assumptions concerning (he foture and olher key sources of eslimation uncerlaioty
at (he reporting date, thal have a significant risk of vausing a material adjustment to the
carrying armounts of assets and liabilities within the neat financial year, are described below.
The Group based its assumpiians and estimates on parameters available when the
consolidated financial statements were prepased. Existing circumslances and assumptions
aboul future developments, however, may change due 1o market chanpges ar cir¢Umstances
arising beyond the conteel of the Group. Such changes are reflected in the assumptions when
they occur.

Impalrment of non-financial assels

An impaicment exists when the carrying value of an asset or CGU exceeds its recoverable
amaunt, which is the higher of its fair value less costs of disposal and its velue in use. The
fair value 1ess costs of disposal calculation is bascd on available data from binding sales
transaclions, conducted at arm’s length for similar assets or observable markel prices less
incremental costs for disposing of (he asset. The value in usc calculation is based on 2 DCF
madel. The cash flows are derived from (he badget for the next five vears and do not include
restructuring activities that the Group is nol yet committed to or significant forure
investrents (hat will enhance the asset’s performance of the CGLT being tested.

The recaverable amount is most sensitive to the discount rate used for the DCF model as well
as the =xpected future cash-inflows and the growth rale used for extrapalation purposes.
There is no impairment as of Tune 30, 2017

Taxes

Deferred tax assels are recognized for unused tax Josscs 10 the extent that it iz probabile thal
taxable profil will be available agamst which the losses can be utlized, Stgnificant
management judgment is required to determing the amount of doferred tax assels that can be
recognized, based upon the likely timing and the level of future taxahle pratits, Lagether with
future tax planning strategies.

S0



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED TNTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the peried from January 0L, 2017 te June 30, 2017

(UNAUDTTEL

Defined benefit

The cost of defined bencfit plans and othes post-employment bepehits are determined using
acluarial valuations, An actuarial veluation involves making various assumplions which may
differ from actual developments in the futuse. These include the determination of the discount
rate, future salary increases, and mortality rates. Due 19 the complexity of the valvation, the
underlying assumptions and its long-term nature, 2 defined benefit obligation is highly
scnsitive to changes in thesc asspmptions. All assumptions are reviewed at each repocting
date.

The parameler most subject 1o change is the discount rate. In determining the appropriate
discount rate, management considers the interest rates of cocporale bonds in currencies
consistent with the vurrencies of the defined benefit plan with at least an A A" cating or above,
g5 sel by an internationally acknowledged rating agency, and cxirapolated as peaded along
the yicld curve to correspund with the expected term of the defincd benefit plan. The
undeclying bonds arc further revigwed for quality. These having excessive credit spreads arc
removed from the analysis of bends on which the discount rate is based, on the basis that
they da not represent high quality bonds. The mortality rate is based on publicly available
mortality wables for the specific counlcies. Those mortality tables lend Lo change only at
jntervals in response to demegraphic chenges, Future salary increasss are based on expected
future inflation Tates for the country. Refer Mote 11,

Frovision for doubtful debts

A provision for impairment of account reccivables is eslablished when there is ohjective
evidence that the Group will not be able to callact all amounts dus according to the original
terms of the receivables. Significant financial difficulties of the debtor, probability that the
debier will enter bankruptcy ot Financial reorganizalion, and defaull or delinquency in
payments are considercd indicators that the trade seceivable is impaired. For significant
individoal amounts, assessment is made at individual basis. Amourls which arc not
individually significant, but are over-due, are assessed collectively and a provision ig
recognized considering the length of time cansidering the pasl recavery rates.

Prayislen for Inventory obsolescence

The Group determines its peovision for invenlory chsolescence based upon historical
experience, expetied inventary turnver, inventory aging and current condition, and current
and future expeclations with respect lo sales. Assumptions underlying the pravision for
inventory obsolescence include future sales trends, and the expecled inventory requirements
and inventory composition necessary (o suppart these Future salcs and offerings, The cstimate
of the Group's provision for invenlory obsolescence could materially change from period to
period due 1o changes in product offerings of those producis.

Useful kives of property, plant and cquipment

The management determines the estimated uselol lives of property, plant and equipment far
calculating depreciation, This estimate 18 determined afler considering expected usage of the
assets or physical wear and igar. #fanagemen revicws the residual value and useful lives
annually and Future depreciation charges are atljusted where management beficves the useful
lives differ from previpus estimales.

31-



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED [NT
For the period from Janvary 01, 2017
(UNAUDITED)

FRIM CONSOLIDATED FINANCIAL STATEMENTS
1o June 3G, 2017

§ INYENTORIES
This item consists of the following:
June 30, December 31, January 0,
2017 20446 2016
SR 38 SE.
Gross inventory 115,107 962 58,702, 194 B2917.919
Prowvision for slow maving and
psolesconce {870,131 ( 8.054,349) { 5913479
Net 106,407,831 50,647,345 37,004,440
Movement of provision for slaw moving and ohsolescence
June 30, December 31, January 01,
1017 214 20156
&R 1 SE.
Qpening balance £.054,84% 5911409 3.2017.058
Add; Pravision during the perind TE4,147 1673,264 2518110
Less: Adjusiment during the periad { 13B,865) [ 1.531.894) [ 218204}
Closing balance TR 700,131 5,034,849 5.513,470
7. TRADE RECETYABLES
This item consists of the following:
June M), Decernher M, Januery 01,
2017 2016 20146
5R. SR SR
Considersd Good:
Customers 1,514, 711,968 1,472,160,455 1.132.016,156
Provision for impatmment
for CUSOMErs { 256,152.832) f 2783020386} { 257, 58%1200
1,058,559.136 1.144,263,369 174,434036
Related partues 17.2 179157 14687368 26,83E,955
Net 1.065,738,323 1,146,151,737 T901,2712.991
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(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERTM CONSCLIDATED FINANCIAL STATEMENTS
For the period from Japuary 61, 2007 1o Tane 30, 2007

(UNALDITEL)

5. LOANS AND BORROWINGS

This item consists of the following:

June 30, Recember 31, January 01,
2017 2014 2086
5R. SR, SR
1stamic hanking fcilitics 201,522,356 60,027,778 Qﬁjdiﬂ,ﬂﬂﬂ
Ministry of Finance . 94,588,182 72,613,132 ! [ T0T93,182
Transfermed Lo defemed income L ( _25.5?5.39_% (173942500 I__EIS,ZIT,‘HG}
Met — Minisiry of Finance GE S5, 134 C TR g hIE LR SEA ]
270432640 315246,710 151,025,192
Currenl poriino:
slamic banking facititics 100,00 o 132,771,178 & Dur, 000
Is1amic banking shan tem loans 16,111,110 48,500,000 £4, 700,000
Ministry of Finance 5451 6005 5453606 5,426,260
121564715 186,731,354 95,126,260
Loog fermt
[slaric banking facilities 35,411, 7d6 78,730,000 £.750,000
Ministry of Flnance 63.456,179 ag 155,326 47,148,932
T148,867,925 128,515,326 55,305,932
Tagal 270,432 640 315,246,710 150,025 192

The luan from the banks ane secured through issue of promissory noles from the company. The Ministry of
Finance, inferest free loan is secured by the morgage of tand and building of Saudi Genman Hospital -
Riyadh, Madinah snd Hail. The bark loans are priced at SIBOR plus an agreed mark up,



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Jeint Steck Company)

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from fanuary 01, 2017 to Junc 20, 2017

(UM AUDITED)

9, DEFERRED INCOME /GAIN

The movement in govenuent grants are as follows:

Juine 30, December 31, January 01,
2017 2016 2016
SR SR SR
Opening balance 16,302,619 18,217,991 18,217.9%1
Acced during the period B,284,147 = -
Trawferred to the income statement 1,181,370 (1,045,372 -
Closing balunce ~ 13,405,396 16,302,619 13,217,891

Government grants have been received for the purchase of cenain items of property, plant pnd
equiptent, Thede are no unfutfilled conditions or contingencies alached to these grants.

December 31,

016G
SR.

242,104,196
82579442
57,500,346

382,884,004

December 31,
2014

1. CREDITORS, ACCRUED EXPENSFS & OTHER PAYABLE
This item consisis of the following:
June 3,
1017
SR
Credilocs 251,400,263
Accrued & other payable 05,8009 DES
Due Lo related partias 173 20,395, TES
Closing balance 367,602,136
11. EMPLOYEES BENEF[TS
This itern consists of the following:
June 3,
2017
5B

Opening balance - Restated 4.1 141,759,714

Current service cosl 14,206,330
Renelit paid ( 60441330
Aclunrial gain recognized in otber

Comprchensive income (OCT} --
{hher ohligatinng 1,660,802
Closing bafance 171,375,618

SR.

144,023,141
25,711,910
(10,784,133}

2.363,068
#3570

161,759,716

January 01,

2016
SE.

198,124,087
105,335,404
$.384,795

311,844,236

January 01,

016
SR

144,033,101

124,033,101



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Company)

KOTES TO THE CONDEMNSED [INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period from Jangary 91, 2017 1 June 30,2017

(UNAUDITEL)
11.1 Defned benedit obligation as per SOCPA a5 on January o, 2006 153,660,552
Lass: Amount derecognized dus ta adoption of actunrial assumptigas [ 9.6%7451)

1%

144,083,101

The most recent Actuarizl Valuation was performed by Canadian Bencht Associates Tnc. using the
project unit credit method,

The principal assumptiens used foc the porposes of the actuarial valuation were as Follows:

Discount rate 3.82% perannum

Salary scals 3.00% per annuth

Refirement age i) years

Mortality table CPM 1999 table with generational projection to 2017 with CEM_B scale

Drgcouni Rae Sensitivity Analysis

Central Assumpion KR £
DEQ 159,442,637
Gross Service Cost 20,234 041
Sensitivity Assumplion 18
DBEO - Mominal amount 177261 2682
180 - Porcentage diffecente 1.15%
3rose service cost — Nominal amount 24,105,379
Gross service cost — Peccentage difference 15.77%
Sensitivigy assumpiion 4.32%
DB .- Nominal amaunt 145412 518
DB - Percentage difference (3.31%)
Cirass service cost — Nomindl amaount 18,174,424
Crogs service cosl — Pencentage difference (12.72%)

SELLING AND MARKETING EXPENSES

This item consists of the following:

June 30, June 30,
2017 2016
SR iR

Advertisernent and marketing 5,410,738 1,796,065
Sales pramelion eXpenses 1,083 048 1. 117,26l
Provision foe Rejections, discount,
bad and doubtful debts 0904576 102 406 458

Total 17417662 1053177184
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

{A Saudi Joinl Stock Company)

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

(UNAULITED)

13, GENERAL AND ATMINISTRATIVE EXPENSES

This item consists of the following:

June M, June 30,
017 2016
SR SR

Salarics, benafits and allowances 84,804,648 78,729,789
Sraff aecommadation and relaled expenses 2,716,335 9.95,616
Stafl health insurance expenses 9,531,035 9,108,174
Travelling ¢xpenses 13,454,733 11,666,564
Repair and maintenance 2,534,773 1.967.077
Postage. letephone and intemet 3.615.641 1,065,536
Secunity 3,680,957 3,406,597
Tnsurance 053,524 502,701
Audit ard consultarey [ees &,250.203 7614041
Supplies 5,062,480 4,005,030
Director s R mUneration 1,357,147 1,403,004
Bank charges 594,081 383,168
Depreciation & amaortization 5,269,920 4,496,887
Ouher expenscs T.121,438 B,110268

Teial 156,150,294 143,549,500




MIDDLE EAST HEALTHCARE COMPANY (MEAHCQ)

(A Saudi Joint Steck Company)

NOTES TO THE CONDENSED INTERDM CONSOLIDATED ERANCIAL STATEMENTS
For the peried from Tanzary 01, 2017 to June 0, 2017

(UNAUDITEL)

13, FINANCTAL RISK AND CAPITAL MANAGEMENT

The SGH Group financial assets and liakilities are as follows:

Juoe 30, December 31, January 01,
2017 2016 1016
SR SR sR

Cash and bank balances 101,070,506 155,020,776 55 800276
Trade receivablas 1.065,738,323 1.146,151,727 O0L.272,99]
Loans and advances {included

In other ceceivahles) 1,743,192 2,334,006 1,106,304
Trade payables 251,402,263 242,104,196 198,124,047
Oither accounts payables 116199873 140,179,310 113,730,159
Shott s loans 121,564,715 186,731,344 95,126,260
Loog ted m loans 148,867,525 128,515,326 55,493,332
[.ong term non-current Fabilities 29,695,759 20,243,781 26987971

All the Group's financial assets and liabilities are carried at amortized cosl.  Loans and
receivables are non-derivatives financial assets carried at amorized cost which generate a fixed
ar variable interest income for the Group. The carrying value may be affccted y changes in
the credit sk of (he counterparties.

‘The Group has cxposure to the following financial riske from i1s use of Onancial insleuments:

Credit risk
Liguidity risk
Market risk

This note presents information sbout the Group's exposure (o each of ke above risks, the
Group's objectives, palicies and processes for measuring and managing financial risk and the
Group's management of capital. Furiher quantitative disctosurcs are included throughout these
hinancial statements.

The Board of Dircetors has overall responsibility for the establishment and oversight of the
Group's risk Management framework and policics. The Group's risk managenent policies are
established Lo identify and analyze the risks faced by the Group Lo set appropriate nisk limits
and controls and lo monitor sks and adherence to limits. Risk management policies and
systems are revicwed regularly to reflect changes in market conditions and the Graup’s
gctivitics. The Group through its training and managemenl slandards and procedures aims 1o
develop a disciplined and constructive control environment in which all employees understand
their roles Bnd obligations with regards to financtal risk management.

The Audil Commilies oversees how management maniiers compliance with the Group's risk
management policies and procedures and reviews Ihe adequacy of the risk managemetl
framework in relation to (he risks faced by the Group. The Audit Comumittee is asgisted in its
oversight rele by Intemal Audit. Intemal Audit undertakes both reguler and ad-hoc reviews of
risk management controis and procedures, the results of which are reportcd to the Audit
Comrittee.
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joine Stock Company)

NOTES TO THE CONLENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the period fram January 01, 2007 to Jupe 30, 2017

(UNALDMTED)

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterpauty 10 2 finencial
instrument fails 1o mect ity contractual obligations. The Group manages credit risk in wade dehits
by limiting significant exposure la the cuslomers not having good credit histery. Furthermore, the
Group has credit policy in place to ensure that services are rendered 1o customers wilth an
apprapriate credit history.

The Group is alsa exposed W credit isk from its operating and short t2om inviesting activilies, The
Company's credil risk exposures are categorized undar the following headings:

Counter parties

The Group corducts transactions with the following major types of counte rparties:

Trade debts

Trade debts are essentially doe from Ministry of Health, other government campa nies f instlitutions,
insurance companies, private companies, charitsble institutions and individuals to whom the Group
is providing medical services. The services are rendeced T the customers as per agreements with
respective customers. The credit terms are extended 10 customer whers the Group does not expect
any inability 10 meet their obligations. Teade debt credit risk is managed by cach businass unit
subjeci to the Group’s cstablished policy, proceduccs and control relating to customer credit risk
management. Credit quality of the customer is assessed based on an extensive internal credil rating
and individual credit terms are defined in accordance with this assessment.

The requirerment for an impairment is analysed at cach reporting date on an individuel basis for
major <lients. Additionally, a large number of minor receivables are grouped inte homogenous
groups and assessed for impairment coltectively. The maximum exposure to credit risk at the
reporting date is Ihe carrying value of each class of financial assets. The Group does not hold
collueral as security. The Group evaluates Lhe concentration of risk with respeet to ade
receivahles as low, as is cuslomers are located in several jurisdictions and industries and operate
in largely independenl markels.

Cash and investments

The Group limils its exposure Lo credit risk by investing in liguid securities and maintaining bank
accounis anly with counterparties that have a good credil raling.

Exposure to credit plsk

The carrying amount of financial assels Tepresents the maximum credit exposure. The maximum
expasure to credit nisk al the reporting dale was:

June 30, December 31, January 01,
2017 2016 201 §
ER Sk SR
Trade debls — considered goods 1 065,738,373 1,146,151,737 901,272 991
Loans and advances 1,743,193 2,134 006 3,206,304
TRank batances 97950437 152 548,861 53,530,484
Total 1165440053 1,301.034,604 558,149,781



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

(A Saudi Joint Stock Caompany}

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For (he pericd from January 01, 2017 to June 30, 2017

{UMAUDITED)

The maximmum exposure 1o credit risk for trade dubts al the reponting date by type of custumer was:

June 10, Drecetnber 31, January 01,
2017 1016 1016
SR. SR. SR.
Government ingtitutions 770,078,116 013,492,509 750,003,822
Insursnce companics 410,328,792 323,671,363 233261 650
Others 127,134,213 195,602,522 148 660,674
1307541141 1432766454 1132016156
Relaled parties 7,179,187 1687368 26,818,955
Total 1.318.720,328 1,424,451 822 115,855,111

The meovement in the allowance for impairment in respect of rade debts during the period was a8
follows:

Balanee as on Jangary 1. 2016 257,582,120
Provisions made during the peried |02 404 454
Less: Adjustmenis made during he perid 45,766,008
Balance as on Junc 30,2016 114,220,570
Pravisions made during the period 71,102,245
Less: Adjustments made during the period 17,020,832
Balance as on December 31, 2016 378,302 DB&
Provisions made during the period 70204, 776
Less: Adjustments made during the pericd 93.054,130
Ralznce as oo June 30, 2017 556,152.53—2

The allowance account in respect of wade debits is used to recon] impairment losses wheee the
Giroup is satsfied that recovery of the duc amount is doubtful, and when the amount caonsidered
irrecoverable it is wrilten off against the finarcial assel.

The Graup believes that no Impairment allowance s necessary in respect of loan and advances,
deposits and other financial assels as (he recavery of such amounts is possible.

Liquidity risk

Liguidity risk is the risk that the Group will not be able to meet ils financial obligations as they fall
due. The Group's approach to managing liguidity is to ensure, g far as possible, thet it will always
have sutficient iquidity to meet its Hahitities when due, undes both normal and siressed conditions,
without incurring unatceptable losses ot risking damage 1o the Group's seputafion. The liquidity
position of the Group iz monitored by the Board through hudgets, cash flow prajeciions and
comparison with actual results. For this purpose, the Group has working capital facilities as
mentioned below:

June ¥, December 31, January 01,
1017 10146 1glé
&R, SR SR
Total working capital facilities 165,000,000 95,000,000 Q5,000,000
Utitized -- 44,500,000 50,700,000
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(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM CONSCLIDATED FINANCIAL STATEMENTS
For the peried from Janvary 01, 2017 to June 30, W7

(UNAUDITED}

These are the total facilities from diffecent bankers of the Group. The Group can avail differznt
facilitics like letter of credit, lefter of guarantzes, revolving facility at SIBOR +an agreed mark up
These Facilities are secured by promissory notes fram the company and is subject Lo cerlain
hnancial covenants

Market risk

Market risk is the risk (hat changes in market priccs, such as forcign exchange rates, markup rates
and equity prices will affect the Group's income or he value of its holdings of financial
instrumecnts. The objective of markel risk managemcot is to manage and control markel risk
exposures within acceptable parameters, while eptimizing (he return on risk. The Group is cxposed
mark-up rate risk. There is no currency risk as Group is dealing anly in USD which is pegged to
SR and there is no exchange rate varations,

Foreign corrency risk

Exposure to for<ign correndcy risk

Foreign currency risk arises mainly where receivables and payables exist due to transactions with
foreign undertakings and cash in forcign currency bark accourt.

Saudi Riyal is pegged to USD @ 3.75 thereforc the Company's exposure o foreign currency risk
is very minimal. The Company manages itls Euro balanves with repular menitoring. The euro
balances are minimal with no significant impact of a change in the conversion rate on the net profit
of Ihe Group.

Market rate risk

The mackel rate ritk is the risk tha! the fair value or Future cash flow of a financial instrument will
fluctuate due Lo changes in Ihe market markup rates and (oreign currcocy risk. Sensitivily (o markup
rate risk arises fromy mismatches of financial assets and liabilities that mature in a given period. The
Group's exposure (o the risk of changes in market markup rates relates primarity to Group's long
term debt obligalions with fleating markup rates.

The Group analyses its markup rate exposure en a dynamic basis. Various scenarios are simulated
taking into cansideration refinancing. renewal of exisling pesitions, altemative financing, Besed on
(hese 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 enrrencies. The scenarios are run
only for liabililies that represent the major markup-bearing positions.



MIDDLE EAST HEALTHCARE COMPANY (MEANCO)

(A Saudi Joint Stock Company)

KOTES TO TIE COXDENSED INTERDM CONSOLIDATED FINANCIAL STATEMENTS
For the period from Janaary 01, 2017 to June 30, 2007

(UNAUDITED}

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 SLB0R plus mask up applicable at the time of granting
the facility and depends on the lenure, prevailing market condition and relevanl credit risk

Fair value of financial insfrements

Fair value as the price thal would be received to sell an asset or paid Lo transfer a liability in an
orderly transaction between market participants at the measurement date. The carrying valucs of
all financial assets and lishilities reflected in the financial statements approtimate their fair values,

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

Capltal management

Capital includes equity attributable o the equity holders of the parent. The Group's objectives when
managing capital are to safeguard the Group's abiliry to continge as 2 going concern so that it can
conlinue (o provide returns for shareholders and benefils far other stakeholers and to maintain 2
strong capital base to support the sustained developmenl of its business.

The Group manages its capital siructure and makes adjustments Lo it in Lght of changes in cconomic
conditions and the reguirements of the financial covenants. To maintain or adjust the capilal
structure, the Group nyay adjust the dividend payment lo shareholders, return capital to sharcholders
or issue new shares, There were no changes to the Group's approach to capital management during
the period.

15. OPERATING SEGMENT INFORMATION
Buslness sepments

For management purposcs, (he Group is organized into business units based on heir nature of
business and has three reporiable operating scgment as follows:

Inpatient Services
Quipalient Services
Pharmacy Salcs
Crhers

Mone other operating segiments have becn aggregated to form the above reportable operaling
sepmenls,

Sale of Medical Equipment and Hespital Managemenl Services have been aggregated in Others
for the purpase of reconciliation. The two seg mants do not meet the criteria of operating scgment
reporling even sggregated further their nature of business and economic environments arg
different 1o each clher.



MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)
{A Saugi Toint Stock Company)

NOTES TO THE CONDENSED INTERTM CONSOLIDATED FINANCLAL STATEMENTS

For the period fram January 01, 2017 to June 30, 2017
{UNAUDITED)

Management monilors the operating results of
assessment. Segment performance is evaluated based on operating prefit or
operating profit or loss in (he consolidated financial statements.

its operating segmenls separately for the purpose of performance

loss and is measured consistently with

Fune 30, 2016
Tn Fatient Qut Palient | Pharmacy
Services Kervices Sales Others Tatal
SR, s5R. SR. SR SR

Revenue 471213375 200051428 145964798 14,361,800 £31.591,400
Salaries (124,3%6,942) (556055093  (2,526717) -- (182 B}, 16E)
Consumables (45,042 34T (26547,688) {56,216.801) (12254500 (161 023.516)
Drepreciation (17,800,945 (3,260057) (118,763 - {16,839.769)
Oither direct cost (20.5285,560) (8,569,330 (2.484,9M4) v (31,735 873)
Cost of Revenue _[20°7,846,298) (99,172,598 (92,247,345) (3,211,400} (402487,726)
Gross Profit 263367077 100,876,828 53717453 11,140316 429,103,674
General & administrative (143,549,500
Selling and distribulion (105,317,734}
Nel Profit for Segment 180,23£390
Zakat and incanee tas BXpenscs (6,511.910)
Unall:cated ExpensesTneome

Finance charges {3,317.444)
Qthar [neome 7,867,370
Profli for the period 177,754,404
Won-Cumem Assels

Inventory £4,141,291
Accounis Beceivabie 1,130 841,557
Srgment Assets 1,214,982,848
Non Allocated Assels

Mon-Cument Assets U76,876,278
Orher Cutredt Asseis 36,240,856
Cash & Dank Balance 53,043,172

1,166,160,306

Total Asseis 1,351‘143.154
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NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
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Segment Liabiiities
Crediters, Accrued &
Crther Liabilities

Employee Benefils

Loans & Borrowings
Othar Payables
Deaferred Income
Equity

Talal Other Lizhilities
Tolat Liebiities

Revenur
Salaries
Consurnables
Depreciation
Other direct cost
Cost of Revenue

Gross Profit
General & adminisrative
Selling and distritation
MWt Profil for Segment

Zakat

Unsllogated Expensesflncome

Finance charges
Other Income
Preht fior the perimd

Inventory
Accounts Receivable
Segment Assels

534,939,963

151,731,056

688,671,023

191,132,970
24,721,798
17,260,304

1,45%,352,057

1,692 472,129

2,381,143,154

June 30, 2017

|

In Patieat
Services

Ot Patlent
Services

Pharmacy
Sales

Hhers

Tatal

SR
467,281,028

SR
197,784,717

5K
142,709

iR
7810314

SR
815585433

{133,850,363)
{37,328,36Y)
{20,703,882)

120,115,262

{646,617,0840)
(18,131 84T
(10635418

(10631,181)

(2.865,195)
(102,226,805
(33.025)

(2,956,417}

303,825

(203,332,633)
(157,293,282)
(31,383,328

(33,202 850

(211,997,877

(104,025 526}

(105,087,532

293,429

(425,717,106)

155,233,151

91,750,131

34,621,842

8,204,143

E2.563327

43

(156,150,234}

{77,417,562)

_t5e3009m1__

{6.025.827)

(7.854,7846)

6,700,045

ld9I115‘£3

106,407 £31

1058, 559,126

1,164,966,967
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MIDDLE EAST HEALTHCARE COMPANY (MEAHCO)

{A Saudi Joint Stock Company)

~OTES TO THE CONDENSED INTERDY CONSOLIDATED FINANCIAL STATEMENTS
For the peried from January 01, 2017 10 June 30, 2017

{UNAUDITED)

Won Allocaled Assets

Mon Cument Astets 1,118,036,207
Orher Cumrent Assels 85,723 445
Cush & Bank Belance ) _ 101,070,506
- 1,335,829,158
Tolal Assets 2,500,796,125
Segment Liabilities
Creditors, Accrued &
{ther Liabihties 367,602,136
Employee Benelits 71,373,618
518,917,754
Lozns & Bomowings M, 432,640
Cither Payables 19,505,759
[efecred Income 23 405,298
Faguity 1,638.284,576
Qiher Liabilitles 261818371
Total Liabilities 2,500,796,125

The Group's revenue from external customers consists of wilhin the geographical location of KSA only.

Significant non-current assets of the Grovp as alte porting dates are located and aperuting in K3A.
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£A Saudi Joinl Slock Company)

NOTES TO THE CONDENSED INTEREM CONSOLIDATED FINANCIAL STATEMENTS
For the period from January 01, 2007 1o June 30, 2017

{UNAUDNTED)

16.

1t

7.1

17.2

CAPITAL

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

On December 30, 2015 the company obtained approval from Capital Market Authovity
{“CMA™) to offer 27,612, sharca represeating 30% of the connpany's share capital in an
{nitial Public Offering and ihese sheres werc vifered to the public.  Accordingly the
sharehalders diluted their shareholding to the cxtent of 30%. The company shases are listed
in the Saudi Steck Exchangs (Tadawul) on March 22, 2018,

RELATED PARTY TRANSACTIONS

Dunng the peried, the Company Wransacted with following related partics:

Name Belationship
Bait Al Batterjce Medical Company Holding Company
Bait Al Barterjee Medicel Collepe for Scicnces and Technology  Affiliste
Tcrnetional Hospital Construetion Company Affiliate
Bait Al Batierjes Company for Education and Training Affiliate
Bait Al Barterjee Pharmaceutical Company Affiliate
Bait Al Bakerjee Company for Fitness Affiliate
Abdul 1alil Khalid Banegee Medical Instrumeatation
Maintenance Company Adfiliate
Gulf Youth Company for Investrntat and Real Estate Afhiliate
Development {JAM-PROY) Affiliate
Emirate Healthcare Developmenl Company Affiliate

Amount due from related parties represent services rendered in the normal course of
business Bppeoved by the management, ovlstanding amount at the period end comprised of
the followings:

June M, Desember 31, January i,
2017 016 2016
SR 5R 5k
Bajt Al Batterjes Medical Company - - 4,573,992
Bait Al Bavledjee Company for
Edusption and Treinlng 445,179 396,204 76261
Rait Al Batvegjee Medical College for - -
Sciences and Technology 2,101434 - 2,277,451
Rair Al Batterjes Company for Fitness - - 424,431
Ernirate Healthcare Developmen
Company 45315712 1230474 18,500,720
T.17%.187 1,687,368 16,838,955

Fra
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(A Saudi Joint Shock Company}

NOTES TO THE CONDENSED INTERIM CONSOLIDATEN FINANCIAL STATEMENTS
For the period from Janvary {1, 2017 ta Junz 30, 2017

(UNAUDITED)

1.3 Amount due to refated parties represent services rendered in the normal course of business
approved by ihe management, outsta nding amount at (he period end, comprised of the
Followings:

June 30, December 31, January 03,
2017 2016 2916
5R SR SR

Bait Al Baterjee Pharmaceuiical

Company 3NE2173 54615667 2,353,821
Abdul Jalil Khatid Baverjee Medical
Insirumentation Maintenanes

Company 477,180 1596111 283600
[atemarional Hespital Constructing
Company 16324304  S06EB30R 4,747,365

Gulf Youth Company For Tavestment
& Rea) Estate Development -
(JAN PRO) s0ha22 - -

0390788  S7.000M6  B,384795

mooms=— ===z === ==

18. DIVIDEND DISTRIBUTION B/5
The Board of Dircctor's at their meeting held on March 02, 2017 {G} comesponding Lo
03/06/1438 (1) proposed a cash dividends of SR 2 per share amounting to SR L84.08 Million

for the year ended December 31, 2016 which was subsequcntly approved by the shareholders
in the General Asscmbly Meeting held oo June 08, 2017 {(G) comesponding o L3051438 (H)

19. COMPARATIVE FIGURES

Certain amounts of prior pericds have been reclassified to conform (o the current period
preseniation as pet [ntem ational Financial Reporting Slandards.

30. FINANCIAL STATEMENTS APPROVAL

These interim financial statements were approved by the Company's Baoard of Direclors a5 on
Dhul Qada 18, 1438(H) comesponding to August 10, 217.



