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REPORT ON REVIEW OF
INTREM CONDENSED FINANCIAL STATEMENTS

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

Introduction

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

Scope of Review

We conducted our limited review in accordance with the Internationa! Standards on Review Engagement -
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity”, as
endorsed in Kingdom of Saudi Arabia. A review consists principally of applying analytical procedures to
financial data and information and making inquiries of persons responsible for financial and accounting
matters. It is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing, as endorsed in Kingdom of Saudi Arabia, and consequently does not enable us 1o obtain assurance
that we would become aware of all significant mattess that might me identified in an audit. Accordingly, we do
not express an audit opinion.

Conclusion

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

AlSudairy

G606 a2b BN

Lnwnes Bo ’ s s

MRy W
Al Azem & Al Sudairy

W Certified Public Accountants ¢
e e e )

Salman B. AlSudairy
License No. 283

10 Safar 1439H (October 30, 2017)
Riyadh, Kingdom of Saudi Arabia

Salman B. AiSudany Audit, Tax & consuitants Abduiiah M. AlAzem
Licencee No. 283 License No. 335




AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT

(A Saudi Joint Stock Company)

interim condensed statament of income
{All amounts in Saudi Riya's unless otherwise stated)

Clinic service revenues

Sale of goods revenue - pharmacy
Revenue

Cost of revenue

Gross profit

Administrative expenses
Other operating income
Operating profit

Finance charges
Profit before zakat

Zakat expense
Profit for the period

Earnings per share (Saudi Riyals):
Basic and diluted profit for the period

attributable to ordinary equity hoiders

Note

8

Three-month period ended Nine-month period ended
September 30, September 30,

2017 2016 2017 2016
{Unaudited) {Unaudited) {Unaudited) {Unaudited}
136,698,746 122,481,365 434,890,453 365,766 438

26,305,993 18,869,217 85,049,110 57,825,269
163,004,739 141,350,582 519,939,563 423,581,707
(104,655,452) (84.875,625)  (341,415403) {254,813,339)
58,349,287 56,474,957 178,524,160 168,778,368
(31,888,177) (30,505,538) (85,572,995) (88,546.850)
7,867,175 562,240 9,877,662 3.157.603
34,328,285 26,531,659 102,828,827 83,389,111
{5,426,200) 13,550,379} (14,102,200} {14,188,056)
28,902,085 22,681,280 88,726,627 68,221,055
{5,217,567) {2,250,000) {11,517,567) {6,750,000)
23,584,518 20,731,280 77,208,060 62.471.055
0.2 0.17 0.64 Q.52

The notes on pages 7 lo 17 form an inlegral par of these interim condensed financial statements.
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
{A Saudi Joint Stock Company)

Interim condensed statamant of comprehensive income
(Al amounts in Saudi Riyals uniess otherwise stated)

Three-month perlod ended Nine-month period ended
September 30, September 30,
2017 2016 2017 2016

{Unaudited) {Unaudited) {Unaudited) (Unaudited)
Profit for the period 23,584,518 20,731,280 77,209,060 62,471,035

Items that will not be reclassified back to
income statement In subsequent

periods:
Re-measurement loss on defined benefit plan {380,818} {291,543) {717,503) {874,627}
Other comprehensive loss for the period {380,818} (291,543) {717,503) {874.627)

Total comprahensive income for the
period 23,203,700 20,439,737 76,491,557 651,596,428

(#

s

The notes on pages 7 to 17 farm an integral part of these inferim condensed financial statements
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT

{A Saudi Joint Stock Company)

Interim condensed statement of financial position
{All amounts in Saud: Riyals uniess ptherwise stated)

Assetls
Non-current assets
Property and equipment

Current assets

Inventories

Trade receivables

Prepayments and other current assets
Amounts due from related parties
Cash and cash equivalents

Total assets

Shareholders' Equity
Share capltal

Statutory reserve

Retained eamings

Total Shareholders’ equity

Liabilities

Non-current liabilities

Long-term loans - Non-current portion
Employees’ end of service beneafits
Government grants - Non-current portion

Current lizbilities

Accounts payabie

Accrued expenses and other current liabilities
Amounts due to related parties

Short-term revolving joan

Long-term loans - Current portion
Gavernment grants

Zakat payable

Total liabilities

Total Shareholders’ equity and liabilities

Note

September 30, December 31,
2017 2016
(Unaudited) (Audited)
1,765,792,296 1,650,548.581
25,922,625 32,104,516
580,342,169 430,470,509
15,850,813 18,503,711
269,277 248,309
19,864,140 12,606,668
642,249,024 491,833,711

2,408,041,320

2,142,482,292

1,200,000,000 1,200,000,000
29,781,706 22,080,800
218,357,478 147,588,827
1,446,139,184 1.369,647.627
§31,875,294 370,777,036
47,383,450 40,586,187
145,884,998 148.471.675
725,143,742 550.834,888
43,926,768 37,775,637
63,717,169 47,850,397
547,188 431,448
50,000,000 50,000,000
60,053,493 61,428,509
3,448,906 3,448,906
15,064,870 12,264,870
236,758,394 212,999,767
861,902,138 772,834,665
2,408,041,320 2,142,482 252

The noles on pages 7 to 17 form an integral part of these interim condensed financial statements.
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT

(A Saudi Joint Stock Company)

Interim condensed statement of changes in Shareholders' equity
(All amounts in Saudi Riyals unless ctherwise stated)

As at January 1, 2016 (Audited)

Profit for the penod

Other comprehensive loss

Total comprehensive incame for the period

Transfer to statulcry reserve
Dividends

As st September 30, 2018 (Unaudited)
As at January 1, 2017 {Audited)

Profit for the period

Other comprehensive loss

Total comprehensive income for the period

Transfer to statutory reserve

Ag at Septambar 30, 2017 {Unauditad)

Statutory Retained
Share capital reserve gamings Total equity
1,200.000.000 14,552,666 173,265,781 1,387,858.647

- - 62,471,055 62,471,055

- - (874,627} (874,627}

- - 61,596,428 61.556.420

- 6,247,106 {6,247,106) -

- - {90,000,000) (90.000.000)
1,200,000,000 20.839.972 138,615,103 __ 1,358.455.075
1,200,000,000 22,080,800 147,586,827  1,369,647,627

- - 77,209,060 71,209,060

- — {717,503} {717,503}

- - 76,491,657 78,991,557

- 7,720,908 {7,720,506) -
1,200,000,000 29,781,706

781, 216,357,478 1,446, 31/{134

A

The noles on pages 7 to 17 form an integral part of these interim condensed financial statements,
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
(A Saudi Joint Stock Company)

Interim condensed statement of cash flows
{All amounts in Saudi Riyals unless otherwise stated)

For the Nine-month period ended

September 30,
2017 2016
{Unaudited) {Unaudited)
Cash flows from operating activities
Profit for the period before zakat 88,726,627 69,221,055
Adjustments to reconcile profit befors zakat to net cash
flaws generated from (used in) operating aclivilies
Depreciation of proparty and equipment 39,408,198 38,818,705
Provision for doubtful debts 30,260,767 16,011,510
Finance charpes 14,102,200 14,168,056
Govemment grant release (2,586,677) (2,088,057}
Employees’ end of service benefils 8,100,614 8,054,758
Working capital adjustments:
Trade teceivables (180,132,427 (165,853,080)
Inventories 6,184,891 (8.851,052)
Net change in related parties 94,772 3
Prepayments and other current assels §52,898 {3.682,819)
Accounts payables 6,151,131 (8,155,168)
Accrued expenses and other current liabiiities 16,066,772 1,606,432
Net! cash generated from {used in) cperations 28,027,767 (35,858,649)
Employees’ end of service benefits paid (4,365,949} (1,451,564)
Zakat paid 8,717,567} (8.767.709)
Net cash flows generated from (used in) operating
activities 14,944,251 {46,077,922)
Cash flows from investing activities
Additions to property and equipment, net 151,958,642) (89,483,720)
Net cash flows used in investing activities 151,858,642) {89.483,720)
Cash flows from financing activities
Proceeds from bank borrowings 180,765,752 294,628,375
Repayment of bank borrowings (25,000,000} {100,000,000)
Finance charges paid {11,493,887) {10,282,143)
Dividend paid - {20,000,000)
Net cash flows generated from financing activilies 144,271,865 4,348,232
Net changes In cash and cash equivalents 7,257,474 (41,215410)
Cash and cash equivalents, at beginning of pericd 12,606,668 89,343 477
Cash and cash equivalents, at end of period 19,864,140

48,%85067

The noles on pages 7 to 17 form an inlegral part of these interim condensed financial statements
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AL HAMMADI COMPANY FOR DEVELOPMENT AND INVESTMENT
{A Saudi Joint Stock Company)

Notes to The interim condensed financial statements
For the Nine-month period ended September 30, 2097

1.

General information

Al Hammadi Company for Development and Investment (the “Company”) was established as a limited lability
company under Commercial Registraton No 1010196714 issued on Safar 23, 1425H {corresponding to
April 13, 2004) in Riyadh. On Ramadan 16, 1429H {corresponding to Septernber 16, 2008), the Ministry of
Commerce and Investment issued the order No Q/316 to approve the Company's conversion to a Closed
Joint Stock Company

The Company was converled to a public listed company afler abtaining the approval from the Capital Market
Authority on Rajab 20, 1435H (corresponding to May 15, 2014) by issuing 22 5 millien shares in an Ipitial
Public Offering (*IPO") at Saudi Riyals 10 per share.

The Company's registered address is Al Olaya, P.O. Box 55004, Riyadh 11534, Saudi Arabia

The principal activities of the Company are lo engage in the activities of:

wholesale and retait trading of medicat equipment,

establishing. maintaining, managing and operating hospitals and medical centers:

whalesale and retail trading of food and beverages;

purchasing and rentals of lands for canstructing buildings and investing them by means of selling or
ranting in favor of the Company;

initiating or sharing in differant industrial projects;

Inikating commercial centers, operating, and maintaining them: and

Construction and building work and maintaining the same in Saudi Arabia.

These interim condensed financial statements also include the results of operations of the Company's
branchas, each operating under separate commercia! registrations as below

Commercial

Branch name Registration No. City Status

Al Hammadi Hospital, Qlaya® 1010263026 Riyadh Active

Al Hammadi Hospital, AlSuwaidi 1010374269 Riyadh Active

Al Harmmadi Hospital, Al-Nuzha** 1010374270 Riyadh Experimental operations
Al Hammadi for Maintenance and Operations 1010374273 Riyadh  No activity

On February 7, 2016, the Company announced an alecirical contact incident in the electricity circuit
breakers soom at the basement of Al Hammadi Hospital, Olaya branch building. Accordingly, the
Company evacuated all patients uniil completion of the maintenance works. The Company chtained all
required approvals from the concemed authorities to re-open the Olaya branch after the completion of
the mainlenance work on August 7, 2016. The Company announced on Tadawul that the estimated
financial effect resulting from the period of closing the hospital to the re-opening was approximately
Saudi Riyals 20 million. The Company actually incurred a total amount of approximately Saudi Riyals
11,5 million as maintenance and safety works cost as a result of this incident, which was capitaiized as
part of property and equipment during the year ended December 3, 2016. The company was
compensated Saudi Riyals 6.8 million for this fire by the insurance company on July 5, 2017.

On March 13, 2017, the Company announced on Tadawul the completion of the construction work of Al
Hammadi Hospital Al-Nuzha branch and commencing the test run starting from March 13, 2017 by
operating the medical and electromachanical equipment for testing and calibration purpose and
continues working on completing the required medical and administrative staff for commercial run. The
Company will announce the commencement of the cammercial run later after obtaining all required
licenses from the cancerned authorities

The Company's Board of Direclors approved the accompanying interim condensed financial statements
for issuance on 10 Safar 1439H (corresponding to October 30, 2017)



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

Notes to The interim condensed financial statements
For the Nine-month period ended September 30, 2017

2. Summary of significant accounting policies

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

2.1 Basis of preparation
2.1.1First time adoption of International Financial Reporting Slandards {“IFR5")

The interim condensed financial statements for the pericd ended Sepiember 30, 2017, have been prepared in
accordance with IAS (34) “Interim Financial Reporting” adopted in Kingdom of Saudi Arabia for part of the
period covered by annual financial stalements for the first time in accordance with Intemational Financial
Reporting Standards {IFRS) that are endorsed in the Kingdam of Saudi Arabia and other standards and
pronouncements issued by Saudi Organization for Certified Public Accountants (SOCPA)} which have been
applied and IFRS {1) "Adopiion of International Financial Reporling Standards for the First Time™,

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

The preparation of the interim condensed financial stalemenls in conformity with IFRS requires the use of
certain critical accounting estimates. It also requires management 1o exercise its judgment in the process of
applying the Company's accounting policies as set out in Notes 2.2 to 2.22. The areas involving a higher
degree of judgment or complexity, or areas where assumptions and estimales are significant to the interim
condensed financial statements are disclosed in Note 3.

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

The estimates al September 30, 2017 and December 31, 2016 are consisient with those made for the same
dates in accordance with SOCPA (after adjustments lo reflect any differences In accounting policies) apart
from the following item where application of SOCPA did not require estimation:

+  Pensions and other post-employment benefits;

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

New and amended standards adopted by the Company

A number of new or amended slandards became applicable for the currenl reporling period. However, the
Company did not have to change ils accounting policies or make retrospective adjustments as a result of
adopting these slandards.

New standards, amendments and interprelation issued but not effaclive for the financial year beginning
January 1, 2017 and not spproach for an eady adopled by the Company.

. IFRS 9 ‘Financial instrumenis' addresses the classification, measurement and recognition of financial
assets and financial liabliities, introduces new rules for hedge accounting 2nd a new impairment model
for financial assets, The Company has decided not to adopt IFRS 9 until it becomes mandatory on
January 1, 2018, The Company does not expect Ihe new guidance lo have a significant impact on the
classification and measurement of its financial assets.

. IFRS 15, ‘Revenuve from coniracis with customers’ deals with revenue recognition and establishes
principles for reporling useful information to users of financial stalements about the nature, amount,
timing and uncertainty of revenue and cash flows ariging from an entity's contracts with customers.
Revenus is recognized when a customer obtains conlrof of a good or service and thus has the ability to
direct the use and obtain the benefits from the good or service. The standard will replace the existing I1AS
18 ‘Revenue’ and 1AS 11 ‘Construction contracts’ and related interpretations. The standard is effective
for annual perieds beginning on or after January 1, 2018 and earlier application is permitted. The
Company is currently assessing the full impact of IFRS 15.



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

Notes to The interim condensed financial statements
For the Nine-month period ended September 30, 2017

* IFRS 16 "Leases”, sets out the principles for the recognition, measurement, presentation and disclosure
of leases. All leases result in the lessee oblaining the right to use an asset at the start of the lease and, if
lease payments are made over time, also obtaining financing. Accordingly, IFRS 16 eliminales the
classification of leases as either operating leases or finance leases as is required by IAS 17 and, instead,
introduces a single lessee accounting model. Lessees will be required o recognize: {a) assets and
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value;
and (b} depreciation of lease assets separately from interest on lease liabilities in the income statement.
IFRS 16 substanlially carries forward the lessor accounting requirements in 1AS 17. Accordingly, 2 lessor
continues to classiy its leases as cperating leases or finance leases, and 1o account for those two types
of leases differently. The standard is effeclive for accounting periods beginning on or after January 1,
2018, The Company is currently assessing the full impact of IFRS 16.

There are no other standards that are not yel effective and that would be expected 1o have a material impact
on the Company in the current or fulure reporting periods and on foreseeable fulure transactions.

2.2 Foreign currency translation
fa) Functional and presentation currency

ltlems included in the interim condensed financial stalements of the Company are measured using the
currency of the primary econoric environment in which the enlilies operale ("the functional currency’). These
interim condensed financial stalements are presented in Saudi Riyals, which is the Company's funclional and
presentation currency.

{b) Transactions and balances

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

2.3 Property and equipment

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

Subsequent costs are included in the assel's camying amount or recognized as a separale assel, os
appropriate, only when it is probable that future economic benefits associated with the item will flow lo the
Company and the cost of the item can be measured refiably. All cther repairs and maintenance cosls are
charged to the interim condensed slatement of income during the financial period in which they are incurred.

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

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method, at rales
calculated to reduce the cost of assels to their estimated residual value over their expecied useful lives as
fallows:

Type of asset Years
Buildings 33
Equipment and locls 10-20
Fumiture, fodures and office equipment 4-10
Vehicles 4

Any expenditure that results in the maintenance of propery o an acceptable slandard or specification is
trealed as repairs and maintenance and is expensed in the period in which il is incurred.

Gains and losses on disposals are determined by comparing proceeds with the asset's carrying amount and
are recognized in the interim condensed statement of income within “other operating incomefexpenses’ when
the disposals are to third parties



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

Notes to The interim condensead financial statements
For the Nine-manth period ended Septamber 30, 2017

Capilal work-in-progress is stated at cost and includes property that is being developed for future use. Whien
commissioned, capital work-in-progress is transferred 1o the respective calegory within property and
equipment, and depreciated in accordance with the Company's palicy

24 Impairment of non-financial assets

Assets that are subject to depreciation or amortization are reviewed for mpairment whenever events or
changes in circumstances indicate that the carying value may not be recoverable. An impairment loss is
recognized for the amount by which the asset's carrying amount exceeds its recoverable amount. The
recaverable amount is the higher of the asset's fair value less costs to sell and value in use

For the purposes of assessing impairment. assets are grouped at the lowest ievels for which there are
separately identifiable cash flows ("cash generating units”). Non-financial assets that suffered impairment are
reviewed for possible reversal of the impairment at each reporting date

2.5 Inventories

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

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

2.6 Trade recelvables

Trade receivables are initialty recognized at fair value and subsequently measured at amortized cost using the
effective interest method, less provision for impairment. A provision for impairment of trade receivables is
established when there is objective evidence that the Company will not be able to collect all amounts due
according to the original terms of raceivablas.

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

s Significant financial difficulty of the customer:

*  Abreach of contract, such as a default o delinquency in payments: or

*  Itbecomas probable thal the counterparty wiff enter bankruptcy or other financial reorganization;

The Company first assesses whether chjective evidenca of impairmenl exisis.

The amount of the provision is the difference between the asset's carrying amount and the present value of
estimated future cash flows, discounted at the effective inlerest rate. The carrying amount of the asset is
reduced through the use of a pravision for impairment account, and the amound of the loss is recognized in the
interim condensed statement of income within ‘adminisirative expenses’. When a trade receivable is
uncollectibie, it is written off against the provision for impairment account for trads receivables. Subsequent
recoveries of amounts previously written off are credited in the interim condensed statement of income within
‘administrative expenses’.

2.7 Cash and cash equivalents

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

2.8 Financial assets

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

Loans and receivables

Loans and receivables are non-derivalive financial assels with fixed or determinable payments that are not

quoted in an active market. They are included in currant assels, except for malurities greater than 12 months
afer the end of the reporting period. These are classified as non-current assets. The Company's loans and

0



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

Notes to The interim condensed financial statements
For the Nine-month period ended September 30, 2017

receivables comprise cash and cash equivalents, trade and other receivables and due from related paries in
the interim condensed balance sheet

Loans and receivables are initially measured at fair value and subsequently carried at amoriized cost using the
effective interest method. The Company assesses, al each balance sheet date, whelher there is objeclive
evidence that financial assets are impaired, mpairment testing of {rade receivables is described in Note 2.6,

2.9 Equity
The Company has issued ardinary shares (hal are classified as equity
2.10 Statutory reserve

In accordance with the Regulations for Companies and the Company's By-Laws, 10% of the annual net
income is required to be transferred to a statuiory reserve uniil this reserve equals 50% of the share capital,
which was reduced later on May 6, 2016 to 30% under the new Regulations for Companies. This reserve is
currently not available for distribution to the shareheclders, The Company is in the process of updating its By-
Laws.

2.11 Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently
stated at amortized cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognized in the interim condensed statement of income over the periad of the borrowings using the
effective inlerest method.

Borrowings are classified as cument liabilities unless the Company has an unconditional right to defer
settlement of the liability for at least twelve months after the balance sheet date

2,12 Borrowing costs

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

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

2.13 Government grants

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

The Company has received interest free loans from the Ministry of Finance with a condition to use the
proceeds only far the purpose of the construction of the hospilal buildings and purchase of medical equipment.
The difference between the initial carrying value of the loan (its fair value) and the proceeds received is trealed
as a government grant. The grant income is deferred and subsequently released in the interim condensed
statement of income over the same period as the depreciation of the relevant asset.

2.14 Trade payables

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

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

2.15 Provislon and accruals for employees’ benefits

An accrual is made for employees for eslimated liability for their entiflement to annuat leave and leave
passage as a result of services rendered up to the balance sheet date. The Company operates a single post-

11



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

Notes to The interim condensed financial statements
For the Nine-month period ended September 30, 2017

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

The post-employment benefits plan Is not funded. The vaiuation of the obligation is carried oul by an
independent actuary based on the projected unit credit method. The cos!s relating to such plan primarily
consist of the present value of the benefils atiributed on an equal basis o each year of service and the interest
on this obligation in respect of employee service in previous years.

Current and past senvice costs related to post-employment benefils are recognized immediately in the interim
candensed statement of income while unwinding of the liability at discount rates used are recorded as finance
charges. Any changes in net liabifity due to actuarial valuations and changes in assumptions are taken as re-
measurement in comprehensive tncome.,

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

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

2.16 Zakat

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

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

2.17 Revenue

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

Clinic service revenues

Clinic service revenue primarily comprises fees charged for inpatient and outpatient hospital services.
Services Include charges for medical consultation, radiology, clinical laboratory, accommodation and physical
therapy service. Clinic revenues are recognized when, and to the extent that, performance of a medical
service occurs, and is measured at the fair value of lhe consideration received or receivable. Fees are
calculated and billed based on various pricelist agreements. The Company has determined that it is acting as
principal in these amangements as It has the responsibility for providing the medical services to the patient, it
sets the prices for the clinic services which are provided, it bears lhe credit risk and it bears the risk of
providing the medical service.

Sale of goods revenue- Phamacy

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

2.18 Administrative expenses
Administrative expenses include direct and indirect costs not specifically part of cost of revenues. Allocations

between general and administrative expenses and cast of revenues, when required, is made on a consistent
basis.

12



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

Notes to The interim condensed financial statements
Feor the Nine-month period ended September 30, 2017

2.19 Segment reporting

Operating segments are reported in @ manner consistent with the inlernal reporting provided to the chief
operaling decision-maker. The chief operating decision-maker, who is responsibie for allocating resources and
assessing perfoermance of the operating segments, has been identified as the Chief Operating Officer thal
makes sirategic decisions.

2.20 Operating leases

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

2.21 Current versus non-current classification

The Company presents its assels and liabiliies in the interim condensed balance shest based on a
current/non-curent classification.

An assel is current when itis:

. Expected fo be realized or intended to be sold or consumed in the normal operating cycle;

=  Expected to be realized within 12 months afler the reporting period; or

*  Cash or cash eguivalents unless restricted from being exchanged or used to setile a liability for at least
12 months after the reporting period.

All other assels are classified as non-current assets.

A liability is current when it is:

. Expected to be settled in the normal operating cycle;

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

*  When there is no unconditional right to defer the settlement of the liability for at least 12 months after the
reporting period.

All other liabilities are classified as non-current liabililies.

2.22 Dividend distribution

Dividend distnbution to the Company's shareholders is recognized as a liability in the interim condensed
financial statements in the period in which the dividends are approved by the Company's shareholders.
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3. Critical accounting estimates and judgments

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

The Company makes estimates and assumptions conceming the fulure. The resulting accounting estimates
will, by definition, seldom equal the related aclual results. The eslimales and assumptions thal have a
significant risk of causing a significant adjustment to the carrying amounis of assets and liabilities within the
next financial year are as follows:

(a) Useful lives of properly and equipment

Management assigns useful lives and residual values to property and equipment and based on the intended
use of assets and the economic lives of those assets. Subsequent changes in circumstances such as
prospective utilization of the assets cancerned could result in the actual useful lives or residual vatues differing
from initial estimates. Where management determines thal the useful life of an assel Company or residual
value of the assel requires amendment, the net book amount in excess of the residual value is depreciated
over the revised remaining useful life.

{b) Post employment benefil obligation

Postemployment benefits represent obligations that will be settled in the future and require assumptions to
project obligations. IFRS requires management to make further assumplions regarding variables such as
discount rales, rate of compensalion increases and return on assels, mortalily rates, employment turnover and
future heafthcare costs. The Company uses an external actuary for performing this calculation. Changes in
key assumptions can have a significant impact on the projecled benefit obligation and/or periodic employees’
benefils costs incured. The assumptions used by the Company to calculate the post-employment benefits are
disclosed in Note 5,

(c) Provision for doubtful debts

The provision for doubtful trade receivables is estimated based on assumplions about risk of default and
expectled loss rates. The Company uses judgment in making such assumptions and how changes in market
and economic factors affect expecled credit loss. The Company's judgment is based on the Company's past
history, market conditions and forward looking estimates at each reporting date. As of September 30, 2017,
the Company recorded a provision for doubtful debts amounting to Saudi Riyals 30.2 million (December 31,
2016: Saudi Riyals 42 million).

4. First-time adoption of IFRS
The Company has prepared and issued the latest annual financial statements for the year ended Deecernber
31, 2016 in accordance with the generally accepled accounting standards in kingdom of Saudi Arabia issued
by the Saud! Organization of Certified Public Accountants (SOCPA). The Company has prepared financial
stalements accordance with the Intemational Financial Reporting Standards (IFRS) that adopted in Kingdom
of Saudi Arabia and are effective for periods beginning on January 1, 2017 with comparalive financial
statements.

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

Mandatory exemption applied

IFRS 1 allows first-time adoplers cerlain mandatory exemplions from the retrospective application of certain
requirements under IFRS.

The Company has applied the following mandatory exemption:

e  The Company has applied the requirements in IAS 39 and IAS 20 prospeclively o government loans
existing at the date of transition to IFRS and has used its Saudi GAAP carrying amount of the loans at
the date of lransition as the carrying armount of the loan in the IFRS balance sheel as of January 1, 2016.
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4.1 The Company's reconciliation of the statements of income and comprehensive income for the
Nine-month period ended September 30, 2016:

Nine-month period ended September 30, 2016

IFRS

Saudi GAAP adjustments IFRS
Clinic service revenues 423,581,707 (57,825,269) 365,766,438
Sale of goods revenue - pharmacy - 57,825,268 57,825,269
Revenue 423,591,707 - 423,591,707
Cost of revenue {255,059,033) 245,694 (254,813,339)
Gross profit 168,532,674 245,694 168,778,368
Administralive expenses (88,608,284) 61,424 (88,546,860)
Other operating income 1,059,546 2,098,057 3,157,603
Operating profit 80,983,936 2,405,175 §3,389,111
Finance charges (10,282,143} {3,885,913) {14,168,056)
Profit before zakat 70,701,793 (1,480,738) 69,221,055
Zakat expense {6,750.000) - {6,750,600)
Profit for tha period 63,951,793 (1,480,738) 652,471,055

Other comprehensive loss

ftems that will not to ba reclassified to
income statement in subsequent periods:

Re-measurement loss on defined benefit plan - (874,627) (874 627)

Net total other comprehensive loss not to be
reclassified to income statement in

subsequent periods: - (874,627) {874.,627)
Total comprehensive income for the period 63,851,793 (2,355,365) 61,596,428
Earnings per share {Saudi Riyals):

Basic and diluted profit for the period attributable
to ordinary equity holders 0.53 (0.02) 0.51
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4.2 The Company's reconciliation of the statements of income and comprehensive income for the
three-month period ended September 30, 2016:

Clinic service revenues

Sale of goods revenue - pharmacy
Revenue

Cost of revenue

Gross profit

Administrative expenses
Other operating income
Operating profit

Finance charges
Profit before zakat

Zakat expense
Profit for the period
Other comprehensive loss

items that will not to be reclassified to
income statement in subsequent periods:

Re-measurement loss on defined benefit pian

Net total other comprehensive loss not to be
reclassified to income statement In
subsequent periods:

Total comprehensive income for the period

Earnings per share {Saudi Riyals):

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

Three-month period ended September 30, 2016

IFRS

Saudi GAAP  adjustments IFRS
141,350,582 {18,869,217) 122,481,365
- 18,869.217 18.868,217
141,350,582 - 141,350,582
(83,831,880) (1.043,735) _ (84.875,625)
57,518,692 {1,043,735) 56.474,957
{30,271,605) (233,933)  (30.505,538)
{262,310) 824,550 562,240
26,984,777 {453,118) 26,531,689
{3,262,037) (288,342) {3,550,379)
23,722,740 (741,460) 22,981,280
{2,250.000) - {2.250.000)
21,472,740 (741,460) 20,731,280
- (291.543) (291.543)
- (291.543) (291,543)

21,472,740 (1,033,003} 20,439.737

0.18 {0.01) 017

4.3 The Company's reconcifiation of statement of changes in shareholders’ equity as of September

30, 2015:

shareholders’ Equity under Saudi GAAP
Differences increasing (decreasing) reported equity:

Carry forward adjustment

For the period adjustiments:

Employees' benefits

Finance charges

Govemment grant release

Other comprehensive income - employees’ benefits

Total shareholders' equity under IFRS (Unaudited)
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September 30, 2016

1,360.080,140

1,730,300

307,118
(3.885,913)
2,098,057

{874,627)

1,359,455,075
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&,

Employees’ end of service benefits

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

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

Septernber 30, 2017 December 31, 2016

{Unaudited} {Audited)
Balance at beginning of the periodfyear 40,586,187 30,861,696
Current service cost 9,100,614 10,739,691
Interest cost 1,345,095 1,388,776
Re-measurement loss 717,503 1,166,169
Payments {4,365,949) {3.570,145)
Balance at end of the period/year 47,383,450 40,586,187

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

September 30, 2017 December 31, 2016

Discount rate 4.5% 4.5%
Salary growth rate 3.0% 30%
Retirement age 60 years 60 years

Earnings per share
Basic eamings per share (EPS) is calculated by dividing the profit for the period attributable to ordinary equity
holders by the weighted average number of ordinary shares outstanding during the period. Diluted eamings

per share is the same as the regular or basic earnings per share as the Company does not have any
convertible securities or diluted instruments to exercise,

The following table reflects the income and share data used in the basic and diluted EPS computalions:

September 30, 2017 September 30, 2016

Profit for the period 77,209,060 62,471,055
Weighted average number of ordinary shares 120,000,000 120,000,000
Basic and diluted eamings per share 0.64 0.52

Contingencies and commitments

The Company had outstanding letiers of guarantee from a local commercia! bank amounting o approximately
Saudi Riyals 8.8 million as of September 30, 2017 {(December 31, 2016: approximately Saudi Riyals 2 million)
issued in the ordinary course of business.

Segment information

The Company's operations are principally comprised of one operaling segment, which is the health-care

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