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INDEPENDENT AUDITOR'S REPORT ON REVIEW OF
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The Sharcholders

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

Introduction

We have reviewed the accompanying condensed consalidated interim statement of financial position of Al
Hammadi Company for Development and Investment (the "Company") and its subsidiaries (the
"Group”) as at 30 September 2018, and the related condensed consolidated interim statements of profit or
loss and comprehensive income for the three and nine months periods ended 30 September 2018, and the
related condensed consolidated interim statements of changes in equity and cash flows for the nine month
period then ended, and a summary of significant accounting policies and other explanatory note. Management
is responsible for the preparation and presentation of these condensed consolidated interim financial
Statements in accordance with Intemational Accounting Standard (54) “Interim Financial Reporting® that is

endorsed in the Kingdom of Saudi Arbia. Our responsibility is to express a conelusion on these condensed
consolidated interim financial statements based pn our review,

Secope of Review

We conducted vur review in accordance with International Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the Entity" that is endorsed in the
Kingdom of Saudi Arabia. A review of condensed consolidated interim financial staterments consists of
making inquiries, primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with Intemational Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia and
cansequently does not enable us 10 obtain assurance that we would become aware of all significant marers
that might be idemtified in an audit, Accordingly, we do not express an audit apinion,

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the ACcompanying
condensed consolidated interim financial statements &re not prepared, in all material respects, in accordance

with International Accounting Standard (34) “Interim Finangial Reporting” that is endersed in the Kingdom of
Saudi Arabia,
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Al Hammadi Company for Development and Investment

(A Saudi Joint Stock Company)

Condensed Consolidated Interim Statement of Profit or Loss
For the three and nine months periods ended 30 September 2018

Services revenue. net
Sale of goods = Pharmaceutical products
TOTAL REVENUES

Cost of Revenue

GROSS PROFIT

Administrative expenses

(ither operating income
OPERATING PROFIT

Finance charges
PROFIT BEFORE ZAKAT

Fakal expense
PROFIT FOR THE PERIOD

Earnings per share:

Basic and diluted profit for the period attributable 10

ordinary equity holders

_ Three month period ended __ Nine month period ended
30 September 30 September 30 Seprember 30 September
2014 2017 2018 2017
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
SAR SAR SAR SAR
141,373,797 136,698,748 425,322,023 434,890,455
109,025,956 26305993 240,238,061 85,049,110
250,399,753 163,004,739 665,560,084 319,939,563
(185,479,751)  (109,098,668)  (480,523,167) (345,858,619)
64,920,002 33,906,071 185,036,917 174,080,944
(33,727,411) {27.444961) (87,294,439) (81,129,779)

_A34371 7867175 8,792,941 9,877,662
35,536,061 3428285 106835410 T T0LR38837
_(10310,526) _ (5426.200)  (23.600,315)  _ (14.102.200)
25,220,435 28 902,085 82,935,104 88,726,627
(3.920,000)  (5317,567)  (10820009) _ (11.517.367)
21,306,426 23584514 72,118,005 77,309,060
0.18 0.20 .60 0.64

The accompanying notes | to 15 form an integra! pan of these condensed consolidated interim financial statements



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

Condensed Consolidated Interim Statement of Comprehensive Income
For the three and nine months® periods cnded 30 September 2018

_ Three month period ended _ Nine month period ended
30 September 30 September 3 September 30 September
2018 2017 2018 2017
{Unaudited) (Unaudited) (Unaudited) {Unaudited)
SAR SAR SAR SAR
SRS S SRR 21306426 23584518 T2NIS095 77,2006
Other comprehensive Income / (loss) not to be
reclassified to profit or loss in subsequeni periods:
Re-measurement ncomre / (loss) on defined benefit
plans 209432 (330818 579031 (717,503)
Total uther comprehensive income ! {luss) not to be
reclassified o profit or loss in subsequent periods %432 (3B081E) 579,032 (T17,503)
TOTAL COMPREHENSIVE INCOME FOR THE . '
PERIOD 21515558 23,203,700 72,694,127 76,491,557

"

The accompanying notes | 1o 15 formy an integral pant of these condensed consolidated interim fnancial statements

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

As a1 30 September 2018

ASSETS

Non-currenl assels
Praperty and equipmen
CGoodwill

Current assets

Inventories

Trade receivables

Prepayments and other assels
Contract assets

Amounts due from related pariies
Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES
EQUITY

Share capital

Statulory reserve

Retained earnings

TOTAL EQUITY

LIABILITIES

Nan-curvent liabilities
Long-term loans

Employees” termination benefits
Government grants

Current labilities
Trade payables

Acerued expenses and other liabilities

Amonnts due to related parties
Short-term revolving loan
Long-term |Gans

Government. gramis

Dividends payahle

Aakat payable

Contract lisbility

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

Condensed Consolidated Interim Statement of Financial Position

30 September 31 December
2018 2017
{Unaodited) { Audited)
Moles SAR SAR

1,805,977,262 L,797,745,740

13 Alds0a20 :
_ 1,B3TAZTIE? 1.797,745.740
47,310,627 29,721,689

531,380,887 252,436,303

78,110,808 44,758 8492

5,645,868 .

810,758 289,280

56,608,209 178,275,301

719,927,247 505,581,465
1,557.354,619 2,303,327.208

6 1,200.000,000 L,200,000,000
40,068,791 12,857,281
28183978 154,235.430

_ 1.458,252,769 1,387,092,711

9 592,701,452 478,405,554
T 50,904,886 50,100,454
$ 164,930,254 167,669,864
814,596,591 696,175,874

40,939,332 34,223,366

06,562,404 39,516,872

= 262,529

9 55,000,000 s
9 0,782,027 A0, 000, D00
8 §.279,899 3952401
605,140 00,000,000

10.402.562 12,103,152
1,933,895 o E

284,505,268 220,058,620

_ L099,101,860  616,234.494
2,557,354.620 2,303,327 205

/

The accompanying noes 1 to 15 form an integral part of these condensed consolidated interim fnancial statements



STUALUAIELS [ROUMULE WAL paTep!OsU0D pasuapuoa asau jo wed [eafaun ue uuog ¢1 o | spou Rurduedwnose |,

_—
GOLTSTHSH] RO ERI'HIE 6L R0 T DU OO 00T 1
- (S S meLge -
LTI MR L LEL PN TL
[zev'ees TEN6LS - -
| SU'STITL SONSIITL - -
TeantEs 1) B T — = ——— e =
TLLTOOLRET GEFET rel INTLER'TE AT THH (I |
e
FElsEl O | SLFLFEOIT L | RLGE 000 000700 |
- 1304z L) 90 OCL L -
LSS IAR DL gowwee - > -
(FOS°LIL) (fosLie) = g
LOBSOZLL  ORSOTLL
LTV LA'BOE | LTERSLE R OMYET 00 T 0T
nvs CAYS Hvs Hvs
Apnba o) sAuruIEyg pauERy aadesay Adoimus jendey aunygg

(panpneu) R107 ‘p¢ sdquapdag je sy
s Lioynms o) BISURL]

atoal asisuwyRIdwos @]

o] u_._._m_..op_uh_.ﬁu S

porad 3yiiog 1goid

6 ST pardope Jo rondui)

(panpny) g107 °| Liwnuep ju sy
(ponpuwu)) LINT "€ quadag aw sy

antasas LIOINTRTS 0} 12)5U1 |

wooul assuyesduos mo]
auioatl sasuayasdiues B0
pouad ayl 40 1j0sd

(paupny) L107 | Cienmer je sy

10T squimdag pg papua popiad sypun aum a1 Jo
Apnbig ut saFuet]) Jo JUDWEIS WLDIL] PAJEPIOSUO)) PIsUapUQ’)

~ (Auedwo)) 30018 wiof pnesy)

yaunsaau] pue juawdoraaac] sof Auedwo)) pewwel] |V



Al Hammadi Company for Development and Investment

(A Saudi Joint Stock Company)

Condensed Consolidated Interim Statement of Cash Flows

For the nine months® period ended 30 September 2018

OPERATING ACTIVITIES
Profit before Zakat

Adijustments 1o reconcile profit before Zakat to net cash Mow:

Depreciation of propeny and equipment
Provision for doubtful debts

Contraet linbility provided during the period
Finanece charges

Governmenl grants relcase

Employees® termination benefits

Working capital adjusiments:
Trade receivables
Contract assets
Inventones
Net changes in related pariies
Prepuyments and other assets
Trade payables
Accried expenses and other liabilities
Contract liability

Emplovees” termination benefits paid
Zakat paid
Finance charges puid
SNET CASH (USED IN) FROM OPERATING ACTIVITIES
INVESTING ACTIVITIES
Purchase of property and equipment
Cash receipt al acquisition dale
Investment in subsidiaries
NET CASH USED IN INVESTING ACTIVITIES
FINANCING ACTIVITIES
Proceeds from bank bormowings
Repayment of bank borrowings
Reccived govermment gronts
Dividends paid
NET CASH FROM FINANCING ACTIVITIES
Net changes in cash and cash equivalents
Cush and eash equivalent at the beginning of the period

CASH AND CASH EQUIVALENTS AT 30 SEPTEMBER

Supplementary information for non-cash transactions
Impact of adopted IFRS 9

30
September 30 September
2018 2017
{Unnudited) (Unaudited)
Notes ~ SAR ~ _ SAR
82,935,104 81734662
64,532,989 19,409,199
1753843 30,260,767
038,074 -
23,600,315 14,102,200
§ 15,740,118} (2.386,677)
7 10561911 AL
186,982,118 179,012,730
1249,939.271) (180,132.427T)
{5,645 568) =
(16,556,344) 608180
16,224,307 94,772
{32.99%,970) 652,808
{13.506,909) 6,151,131
57,045,532 16,066,772
o [6,104,17%) i S
(46,946,798} 25,027,787
[S.504.428) 14,365 949
(12,520,599 (B, T17.367)
(13013,561) (11493887
(118.075.386) 3450364
(73.060,602) (151,958,642)
440543 -
13 (48.000,000) -
(112,620,859) (151 958.642)
217.774,837 180,763,752
(26,619 639 (25,000,000}
8 T A28.004 p
{89,394 H51) 2
1. D88, 553 155,765,752
(121,.607,087) 7257474
i 175,275,301 12,606,666
56,668,200 19,864,140
1,534,069

The accompanying notes 1 to 15 form an integral part of these condensed consolidoted interim financial statements



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

Notes to Condensed Consolidated Interim Financial Statements
For the nine months’ period ended 30 September 2018

L.

Corporate information

Al Hummadi Development and Investment Company (the "Comipany™) was established as a limited
liahility Company under Commercial Registration No. 1010196714 issue on Safer 23, 1425H
(corresponding to April 13, 2004) in Riyadh. On Romadan 16, 1429H {corresponding to Sepiember 16,
2008), the Ministry of Commerce and Investment ssued the resolution No. Q316 to approve the
Company’s conversion 10 a closed joint stock Company. On Rajab 20, 1435H {corresponding 1o May 19,
2014) the Company obtained approval from the Capital Market Authority ("CMA”) to lssue 22.5 million
shares in an initial public offering and the Company’s shares were listed in Saudi Stock Exchange
(Tadawul) on Ramadan 17, 1435H (corresponding to July 13, 2014).

The Company’s registered address is Al-Olaya, P.O. Box 35004, Riyadh | 1334, Saudi Arabia.

The Company and ifs subsidiaries (the "Group™) were established to engage in the activities of whalesale
and retail trading of medical equipnient, establishing, mamtaining, managing and operating hospitals and
medical centers, whalesale and retails trading of food and beverages, purchasing and rentals of lands for
ctinstrueting buildings and investing them by means of selling or renting in favor of the Group. initiming or
sharing in different industrial projects, initiating commercial centers, operating, and maintaining them,
construction and building work and maintaining the same in Seudi Arabia,

Details of subsidiary companies are as follows:

Country of Business Funetional Ownership Interest
Name of Subsidiary Incorporation  Activity Currency 1018 2017
Medical Support Services  Saudi Arabia Trading Saudi Riyals 100%: -
Company Company
PHARMA SERV CO. Saudi Anibia Trading Saudi Rivals 100%: -
Campany

These condensed consolidated interim findncial statements include the accounts of the Group and the
accounts of the following branches, which operate under separate commercial registrations:

Branch Name Commercial City Status
Registration No.

Al Hammadi Hospital, Glaya 1010263026 Rivadh  Active

Al Hammadi Hospital, Al-Suwaidi 1010374260 Riyadh  Active

Al Hammadi Hospital, Al-Nuzhn 1010374270 Riyadh  Active

Al Hammadi Construction & Maintenanes co. 1010374273 Riyadh No activity

Basis of Preparation

Statement of Compliance

These condensed consolidated interim financial statements have been prepared in accordance with [AS 34
“Interim Financial Reporing” that |s endorsed in Kingdom of Seudi Arabia and other standards and
pronouncements that are issued by Saudi Organization of Centified Public Accoumants (SOCPA) and
should be read in conjunction with the Group’s last annual financial stalements as at and for the year ended
31 December 2017 (“last annual financial staternents”). They do not include all of the information required
for & complete set of IFRS financial ststememts, however;, accounting policies and selected explanatory
notes are included 1o explain events and transacticins that are significant to an understanding of the changes
in the Groups financial position and performance since the last annual financial statements. This is the
third set of condensed consolidated interim financial statements where [FRS 15 and IFRS 9 have been
applied. Changes to significant necouming policies are described in Note (4).



Al Hammadi Company for Development and Investment

(A Saudi Joint Stock Company)

Notes to Condensed Consolidated [nterim Financial Statements - continued
For the nine month period ended 30 September 2018

2.
2.2

2.3

Basis of Preparation - confinued
Freparation of the Financial Statements

These condensed consolidated Interim financial statements have been prepared on the historical cost basis
except for the defined benefit obligation is recognised at the present value of future obligations using the
Projected Unit Credit Methad.

These condensed consolidated interim financial siatements are presented in Saudi Rival ("SAR"), which is
the Group's functional and presentation currency, All amounts have been rounded to the nearest Saudi
Riyal

Use of Judgments and Fstimates

In preparing these condensed consolidated interim financial statements, management has made judgments
and estimates that affect the application of accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ from these estimates,

The significant judgments made by management in applying the Group®s accounting policies and the key
sources of estimation uncertainty were the same as those deseribed in the last annual financial statements,
except for new significant judgments and key sources of estimation uncertainty related 10 the application of
IFRS 15 and IFRS 9, which are deseribed in Note (4),

Basis of Consolidation

These condenseed consalidated imerim financial statements comprising the condensed consolidated interim
statement of financial position. condensed consolidated interim statement of profit or loss, condensed
consolidated interim stmement of comprehensive income, condensed consolidated interim stalement of
changes in equity, condensed consolidated interim statement of cash flows und notes to the condensed
consolidated interim financial statements of the Group include assets, labilities and the resulis of the
operations of the Company and its subsidiarics, as set out in note (1. The Company and its subsidiaries are
collectively referred to as the “Group™. Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed to, or has rights to. variable returns From its involvement with the
entity ond has the shility to affect those retums through its power over the entiry. Subsidiaries are
consolidated from the date on which control commences until the date on which econtrol ceases. The Group
accounts for the business combinations using the acquisition method when control is transferred to the
Giroup. The consideration transferred in the acquisition is generully measured ac fair value, as are the
identified net assets acquired, The excess of the cost of nequisition over the fuir value of the identifiable net
assets acquired is recorded as goodwill in condensed consolidated interim statement of financial position,
Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated. Accounting policies of subsidiaries are aligned, where necessary, 1o ensure
consistency with the policies adopted by the Group. The Company and iis subsidiaries have the same
reporting petiods,

Summary of Significant Accounting Policies

The sccounting policies adopted in the preparstion of the condensed consolidated interim financial
statements are consistent with those followed in the preparation of the Group's annual financial statements
for the year ended 31 December 2017, except for the adoeption of new standards effective as of | January
2018. The Group has not early ndopied any other stondard, intespretotion or amendment thit has been
issued but is not ver effective.



Al Hammadi Company for Development and Investment

(A Saudi Joint Stock Company)

Notes to Condensed Consolidated Interim Financial Statements - continued
For the nine month period ended 30 September 2018

4.1

41

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

The Group applies. for the first time, IFRS 15 Revenue from Contracts with Customers and IFRS 9
Financial Instruments, As reguired by 1AS 34, the nature und effect of these changes are disclosed below.

JERS 15 Revenue from contracts with Custamers

The Group has applicd IFRS 15 using the cumulntive effect methed and therefore the comparative
information has not been restated und continues o be reported for comparative periods under [AS 18, The
details of sccounting policies under |AS 18 are disclosed separately if they are different from those under
IFRS 15 and impact of changes is disclosed in Note {4.4),

TERS 9 Financial instriments

The CGroup has elected to apply the exemption in IFRS 9 paragraph 7.2,15 reluting to transition for
classification and measurement, and aceordingly has not restated comparstive periods in the year of initial
application. Accordingly, any adjustments 1o carrying amounts of financial nssets or lisbilities are
recognized al the beginning of the current reporting perind, with the difference recognized in opening
retained earnings. Therefore, finuncial assets ure not reclassified in the statement of financial position for
the comparative period and provisions for impaimment of accoums reeeivable have not been restated in the
comparative period.

The details of aceounting policies under IAS 39 are disclosed separately if they are different from those
under IFRS 9 and impact of changes is disclosed in Note (4.4),

Significant accounting policy
Revenue accounting policy

Revenue is measured based on the consideration specified in a contract with gustomer and excludes amount
collected on behalf of third parties. The Group recopnizes revenue when it transfers control over a product
or service to-a customer, The principles in IFRS 15 nre applied using the following five steps:

Step 1: The Group accounts for a contract with a customer when:

The contract hus been approved and the parties are committed:
Each party’s rights are identified:

Pavment terms are delined,

T'he contruct has commercial substance: and

Collection is probable.

Step 2: The Group identify all promised goods or services in a contract and determines whether to aceoum
for each promised pood or service as & separate performance obligation. A good or service is distinet and is
separated from other obligmions in the conract if both:

the customer cun benefit from the good or service separately or together with cther resources that are
readily available 1o the customer: and

*  The good or service is separaiely identifiable from the other goods ar services in the contract.



Al Hammadi Company for Development and Investment
3{_& Saudi J ainl Stock Cnmpany)

Notes to Condensed Consolidated Interim Financial Statements - continued
For the nine month period ended 30 September 2018

4.
4.2

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

Hevenue aceounting policy - eontinued

Step 3: The Group determine the transaction price, which is the amount of consideration it expects 10 be
entitled (o in exchange for transferring promised goods or services 1o a customer.

Step 4; The transaction price in an arrangement is alloeated o each separate performance ohligation based
on the relative standalone selling price of the good or service being provided 1o the customer,

Step 5: Revenue is mecognized when control of the goods or services is transferred 1o the customer, The
Gimoup transfers a good ar serviee when the enstomer obtaing contral of that good or service. A customer
obtains contral of a good or service if it has the ability to direct the use of and receive the benefit from the
good or service.

In comparative period, revenue is recognized 1o the extent that it is probable that the economic henefits will
flow 1o the Group and the revenue can be reliably measured, regardiess of when the payment is received,
Revenue s measured at the fair value of the consideration received or receivable, taking into account
contractually defined terms of payment and excluding 1axes or duty, The Group has concluded that it is the

principal in all of its revenue arrangements, has pricing latiwde, and is also exposed to inventory and credit
risks.

Significant gccounfing judgenents and estimates

The following is a description, accounting policies and significant judgements of the principal activities
from which the Group generates revenue,

{a} Rendering of clinical serviees

Revenue from services primarily comprises fees charged for inpatient and sutpatient hospital services.
Services include charges for accommodation, theatre, medical professional services, equipment. radiology
and [laboralory. Thése services are sold either separately or bundled together with the sale of
pharmaceutical products o & customer.

Linder IFRS 15, the Group assessed thm there is only ane performance obligations in a contraet for bundled
clinical services, because its promises 1o trans fer services thit are not capable of being distingt,

Under IFRS 135, the Group concluded that revenue from bundled services will be recognized over time,
using an input method to measure progress towards complete satisfaction of the service similar to the
previous accounting palicy.

(h) Sale of gonds

Revenue is recognized when control of the products has transferred. being when the products are delivered
1o the customer. Delivery oceurs when the products have been shipped to the specilic location, the risks of
obsolescence and loss huve been transferred to the customer,

In these contracts, the Group is primarily responsible for fulfilling the promisc o provide the specified
pharmaceutical and other products, The Group bears inventory risk before the pharmaceutical and other
products has been transferred to the customer. In addition, the Group has discretion in establishing the price
for the pharmaceutical products. The Group bears credit risk on these transactions as it is obliged 1o pay the
supplier even ifthe customer defaults on a pavment.



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

Notes 1o Condensed Consolidated Interim Financial Statements - continued
For the nine month period ended 30 September 2018

4,

4.2

Summary of Significant Accounting Policies - continued

Significant accounting policy — continued

{c) Volume discounts

Revenue is often sold with volume discounts based on aggregate sales over a 12 months period. Revenue
from these sales is recognized based on the price specified in the contract, net of the estimated volume
discounts, Accumulated experience is used 1o estimate and provide for the discounts, using the expected
value method, and revenue is only recognized to the extent that it is highly probable that a significant

reversal will not oceur. A contract liability is recognized for expected volume discoums payable 10
customers in relation to sales made until the end of the reporting penod

(d) Financing component

The group docs not expeet 10 have any contracts where the period between the transfer of the promiscd
goods or services o the customer and payment by the customer exceeds one year, As a consequence, the
group does not adjust any of the transaction prices for the time value of money,

Financial instruments accounting policy

The Group recognizes a financial asset or a financial lability in its statement of financial position when it
becomes a party to the contractual provisions of the instrument,

At initial recognition, the Group recognizes a financial instrument at its fair value plus or minus, in the case
af a financial instrument not ot fair value throogh profit or loss, tansaction cosis that are directly
attributable to the acquisition or issue of the finanginl instrument,

Financial assets

IFRS 9 introduces new classification and measurement reguirements for financial assets. IFRS 9 requires
all financial assets 10 be clussified and subsequently measured ur either amortized cost or fair value. The
classification depends on the business model for managing the financial asset and the contractual cash flow
characteristics of financial asset, determined at the time of initial recognition,

Financial assets are ¢lassified into the follawing specified categories under IFRS 9:

Debt instrumems ar smortized cost;

Debt instruments at fair value through other comprehensive income (FVOCT), with gains or losses recyeled
1o profit or loss on derecognition;

Equity instruments at FVOCI, with no recyeling of gains or losses to profit or loss on derecognition: and
Financial assets a1 fair value through profit and loss (FVPL),

fa) Fimancial assefs clossified as amortized cost

Debt instruments thm meet the following conditions are subsequently measured &t amortized cost less
impairment loss (except for debt investments that are designated as at fair value through profit ur loss on
initial recognition):

The asset is held within a business model whose objective is to hold assets in order to collect contractual
cash flows; and

The contractual terms of the mstrument give rise on specified dates 1o cash Nows that are solely payments
of principal and interest on the principal amount outstanding.

If a finuncial asset does not meet bath ol these conditions, it is measured at fair value.

The Group makes an assessment of o business model ot portfolio level as this best reflects the way the
business is managed and information is provided to management. In moking on assessment of whether an
asset 1s held within 2 business model whose objective is to hold assets in order o colleet comractual cash
flows, the Group copsiders:

11



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

Notes to Condensed Consolidated Interim Financial Statements - continued

For the nine month period ended 30 September 2018

4.

4.2

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

Menagement's stuted policies and objectives for the portfolio and the operation of those policies in
practice;

The risks that affect the performance of the business model (and the financis] assets held within that
business model) and, in particular, the way those risks are managed;

How management evaluates the performance of the portlolio;

Whether the management’s strategy focus on earming contractual commission income;

The degree of frequency of any expected asset sales;

The reason for any asset sales; and

Whether assets that are sold are held for an extended period of time relutive to their contractual maturity or
are sold shortly after acquisition or an extended time before maturity,

In assessing whether the contractual cash flows are solely pryments of principal and interest, the Group
will consider the contractual terms of the instrument. This will inglude assessing whether the finoncinl asset
contains a contractual term thal could change the timing er amount of contmewnl eash flows sueh that it
would not meet this condition.

Income is recognized on an effective interest basis for debt instruments mieasured subsequently at
amortized cost, Imerest is recognized in the income statement.

Drebt instrumems thut ure subsequently measured at amortized cost are subject o impairment.
b Financial assefs designated ax FVOCT with recyeling
Debt instruments that meet the following eonditions are subsequently messured nt FVOCT:

The finuncial wsset is held within o business model whose objective is achieved by both collecting
contractual cash fows and selling the financial assets; and

The contractual terms of the financial asset give rise on specified dates 1o cash flows thal are salely
payments of principal and mterest on the principal zmount owstanding.

Fuor debt financial instruments messured at FVOCT, commission income and jmpairment |okses or reversals
are recognized in sistement of income end computed {n the same manner as for financial assets measured at
amortized cost. All other changes in the carrying amount af these instruments are recognized in other
comprehensive income and accumulated under the investment revaluation reserve. When these instruments

are derecognized, the cumulative gains or losses previously recognized in other comprehensive income are
reclassified to the statement of profit or loss.

f¢) Financial assets claysified as FVPL

Investments in equity instruments ure classified as st FVPL, unless the Group designates an investment that
is not held for trading as a1 FYOC! on initial recognition.

Debt instruments that do not meet the amortized cost of FVOCT criteria are measured at FVPL. In addition,
debt instruments that meet the amortized cost erileria but are designated as at FVPL to avoid accounting
mismatch are measured at fair value through income statement, A debt instrument may be designated as at
FVPL upon initial recognition (F such designation eliminates or significantly reduces a messurement or
recogniticn inconsistency that would arise from measuring assets or linbilities or recognizing the gains and
losses on them on different bases. The Group has not designated any debt instrument as FVPL since the
date of initial application of IFRS 9 (i.e. | January 2018},

Debt instruments are reclassified from smeortized cost to FVPL when the business model is changed such
that the amortized cost criteria are no longer met. Reclussification of debt instruments that arc designated as
at FVPL on initial recognition is not allowed,
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Summary of Significant Accounting Policies - contined

Significant accounting policy — continued

Financinl assets at FVPL are measured at fuir value #t the end of ench reporting period, with any gains or
losses grising on re-measurement recognized in income stitenent.

Commission income on deby instruments as gt FVPL is included in the income statement,

Dividend income on investments in equity instruments at FYPL is recognized in statement of income whien

the Group's right to receive the dividends is established in accordance with IFRS 15 Revenue from
Cantracts with Customers.

fdy Investment in equeity instraments designated ay FYOCT

On initial recognition, the Group can make an irrevocable election {on an instrument-by-instrument basis)
10 designate investments in equity instruments s at FYOCL Desigaation as at FVOCT is not permired it
ihe equity investment is beld for trading.

A financia! asset or financial liability is held for trading it

it is sequired or incurred principally for the purpose of seiling or repurchasing it in the near termy;
On initial recognition it is pant of a pentfolio of idemified financial instruments that are managed together
and for which there is evidence of a recent actual pattern of short-term profit-taking; ar

It 15 u derivative (except for a derivative thae 1s a financinl guarantee contract or-a designated and effective
hedging instrument),

[nvestmenis in equity instruments at FVOC! are initially measured at fair value plus transaction costs,
Subsequently, they are measured m [air value with gains and losses nrising from changes in fair value
recognized in other comprehensive income and accumulated in other Teserves, Gain and losses on such
equity instruments are never reclassified 10 income statenent and no impairment is recognized in income
statcment. Investment in unquoted equity instruments which were previously accounied for at cost in
aecordance with 1AS 39, are now measured at fair value. The cumulative gain or loss will not be
reclassified 10 income statement on disposal of the investments,

Dividends on these investments are recognized in statement of income when the Group’s right 1o receive
the dividends is established in accordance with 1AS |8 Revenue, unless the dividends clearly represent a
recovery of part of the cost of the investment.

Investment revaluation reserve includes the cumulative net change in fair vilue of eguity investment
mensured ai FVOCL When such equity instruments are derecognized, the related cumulstive amourt in the
fair value reserve is transferred 1o relained garmings,

Dnipairment of financial assets

The Group recopmizes a loss allowance for espected eredit losses (ECL)Y on debl instruments that are
measured at amortized cost or at FVOCL, lease receivables, trade receivables, as well as on loan
commitments and financial guarantee contracts, No imprirment loss is recognized for investments in equity
instruments. The amount of expected credil losses refllects changes in credit nisk sinee initial recognition of
the respective financial instrument.

The Group applies the simplified approuch to calculate impairment on trade receivables and this always
recognizes lifetime ECL on such exposures. ECL on these financial assets are estimated using a flow mre
based on the Group's historical credit loss experience, adjusted for factors that are specific 1o the deblors,
general economic conditions and an assessment of both the current as well as the forecast direction of
conditions at the reporting date, including time value of meney where appropriate.
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Summary of Significant Accounting Policies - continued
Significant accounting policy — continued

For all other finuncial instrumems, the Group applies the general approach to caloulate impainnent.
Lifetime ECL is recognized when there has been o sipnificant increase in credit risk since initial
recognition and 12 month ECL, is recognized the credit risk on the financial instrument has not increased
significantly since initial recognition. The assessment of whether credit risk of the finuncial instrument has
increased signiticantly since initial recognition is made through considering the change in risk of default
oveurring over the remaining life of the {inancial instrament,

Measurement and recognition of expected eredit losses

The measurement of expected credit lowses is a function of the probability of default, loss given defmult (ie.
the magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability
of default is based on historical data adjusted by forward-looking information as described above, As for
the expesure st default for tinancial assets, this is represented by the assels' gross carrying amount at the
reporting daie. Exposure ai defautt for off balance sheet hems s arrived at by applying a eredit conversion
factor 1o the undrawn portion of the exposure.

Where lifetime ECL is measured on a collective basis 1o cater for cases where evidence of significant
inereases in credit risk at the individual instrument level may not yet be available, the financial instruments
are grouped on the following basis:

Nature of financial instruments (i.e. the Group’s trade and other receivables, finance lease receivables and
amounts due from customers are each assessed as a separate group. Loans to related parties are assessed for
expected credit losses on an individual basis);

Past-due status;

MNuture, size and industry of debtors; and

External credit ratings where available,

The Group recognizes an impairment gain or loss in the smtement of profit or loss for all fnancial
instruments with a corresponding adjustment to their carrving amount through a loss allowance account,
except for investments in debt instruments that are measured at FVOCL, for which the loss allowance is
recognized in other comprehensive income and accumulated in the investment revaluation reserve, and
does not reduce the carrying amount of the financial usset in the sttement of financial position.

Derecognition of financial axsets

The Group derecognizes a financial asset only when the contractual rights to the cash flows from the asset
expire; or it transfers the financial asset or substantially all the risk and rewards of ownership to another
entity. If the Group neither transfer nor retains substantially all the risks and reward of ewnership and
continues to control the transferred asset, the Group recognizes its retained interest in the asset and
associated linbility for amounts it may have to pay. If the Group remaing substantially all the risks and
rewards of ownership of a transferred financial asset, the Group continues to recognize the financial asset
and also recognizes a collateralized borrowing for the proceeds received,

Fisuneial liabilities

Financial liabilities carried at amortized cost have been classified and measured at amontized cost using the
effective vield method,

For financial liabilities thut are designated as at FVPL, the amount of change in the fair value of the
financial liability that is attributable to changes in the credit risk of that liability is recognized in other
comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an accounting mismatch in Income statement. Changes in

fair value mtributable to a financlal lability's credit risk are not subsequently reclassificd to income
statement.

14
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Summary of Significant Aceounting Policies - continued

Significant accounting policy — continued

The liability credit reserve includes the cumulative changes in the fair value of the financial abilities
designated as at fair value through profit or loss that are sttributable 1o changes in the credit risk of these
linbilities and which would not create or enlarge accounting mismatch in income statement. Asount
presented in liability credit reserve are nol subsequently transferred to income statement When such
investments are derecognized, the related cumulative amount in the liability credit reserve is transferred 10
retained earnings. Since the dute of initial application of IFRS 9 (i.c. 1 January 2018), the Group has also
not designated any financial liability as at FVPL.

BDerecagnivion of financial lHabilities
The Group derecognizes financial liabilities when, and only when, the Group’s pbligations are discharged,
cancelled or they expire,

Revenue from contracts with customers

i 30 September
September

018 2017

SAR ~ SAR
Medical services 282,229,084 256,726,645
Pharmaceutical products 240,238,061 85,049,110
In patient room charges 118,208,376 93.662.471
Clinical laboratory 120,802,362 91,468,504
Radiology 61,512,574 72,203,503
Physical therapy 8,032,945 6,151,102
Unhbilled revenues 5,308,780 4,698,077
Discounts (1 T0.769.099) {90,019.849)
Total revenue from contracts with customers 665,560,084 519,939 563
Timing of Revenue recognition:
Products transferred at a point in time 388,985,513 283,869,741
Products and services transferred over time 176,574,571 _ 236,069,822
Total revenue from contructs with cusivmers 065,560,084 519,939,563

Impact on the condensed consolidated interim financial statements

The Group adopted TFRS 15 and 1FRS 9 using the modified retrospective method. The Group recognized
the cumulative effect of initially applying the new revenue and financial instrument standard as an
adjustment 10 the opening balanee of retained earnings, The comparative information has not been restated
and continues to be reported under the acepunting standards in effect for those periods.

The following tables summarizes impacts of adopting IFRS 15 and IFRS 9 on the Group's condensed
conselidated interim financial statements:
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4. Summary of Significant Accounting Policies - continued
4.4 Impact on the condensed consolidated interim financial statements - continued

Condensed consolidated interim statement of financial position as at 30 September 2018

Balances without
adoption of IFRS
As reparted Adjustments 15 and [FRS 9
SAR SAR SAR
Assets:
Current assets;
Invemories 47 310,627 - 47,310,627
Trade receivable 531,380,887 4,219,466 535,600,353
Prepayments and other assets T8.1 10,898 - TR, 110,808
Contract Assels 5645868 - 5,645,868
Amounts due from relmed parties B10,758 810,758
Cash and cash eguivalents __ S6,6068200 0 - 56,668,209
719,927,247 42194606 714,146,713
Non-current assets
Property and equipment 1,805.977.262 1,803,977,262
Goodwill 31450120 31,450,120
_ 1537427382 : 1,837.427.382
Total assets 1,557 384,629 4.2 19,406 1.561.574,095
Liabilities and Equity
Current Hahilities:
Trade payables 40,939,332 40,939,332
Accrued expenses and other Habilities 0,562,404 = 96,562,404
Short-term revolving loan 55,000,000 55,000,000
Long term loans TO,THL027 70,782,027
Crovernment grants 8,279,899 8,279,899
Dividends payable 605,149 605,149
Zakat pavable 10,402,562 - 10,402,562
Contract liability 1,933.895 (8.028.074) (6.104,179)
284,505,208 (8,038.074) 276,467,194
Non-current linbilities:
Long-term loans 502,701,452 592,701,452
Employees’ termination benefits 56,964,586 56,964,886
Governnient granis 164930254 164,930,254
814596592 : 814,596,592
Total liabilities 1,099,101,860 (8,038.074) 1,091.063,786
Equity:
Share capital 1, 200,000,000 1.200,004,000
Statutory reserve 40,068,791 . 40,068,791
Retained eamings 218,183,978 12,257,540 230441.518
Total Equity 1458252769 12,257,540  1,470,510,309
Total liabilities and equity 2,557 354,629 4.2 19466 2.561.574.095
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4. Summary of Significant Accounting Policies - continued
4.4 Impact on the condensed consolidated interim financial statements - continued
Condensed consolidated interim statement of Profit or loss for the nine month period ended 30
September 2018
Balances without adoption
Ax reporied Adjustments of [FRS 15 and IFRS 9
SAR ___ _ SAR _SAR
Revenue from contracis with customers 665,560,084 40.089.606 705,649,690
Rental income 606,605 . 606,605
Revenue 666,166,689 40,089,606 706,256,295
Cost of operating (480.523,167) 00 - (480,523.067)
Gross profit 185,643,522 40,089,606 225,733,128
Administrative expenscs (87.294,439) (28,366,135) (116,660,5874)
(Mher operating income _ B,186336 - 8. 186236
Operating profit 106,535 419 18,723,471 117,258 RO00
Finance charges _ (23,600,315) - (23,600.315)
Frofit before sakat £2.935 104 10,723,471 03,658,575
Lakat (10,820,009) = (10,820,009)
Profit for the period 72,115,095 10,723,471 K1, BIR. 566

Condensed consolidated interim statement of Profit or loss for the three moath period emded 30

September 2018

Balances without adoption

As reported Adjustments of IFRS 15 und IFRS 9
_ SAR SAR SAR
Revenue from contracts with customers 250,399,753 13,850,084 264,249,837
Rental income 162,599 - 162,599
Revenue 150,562,352 13,850,084 264,412,436
Cost of operating (IBSA4T9,751) T (185,479,751)
Gross profil 65,082,601 13,551,084 78,932 685
Administrative expenses (33,727,411) (10,776,401} (44,503,813)
Other operating income 4,181,772 = 4,181,732
Operating profit J5.536,901 3,073,683 3IB.610.644
Finance charges (10,310,526) . (10.310,526)
Profit before zakat 25,226,435 3,073,683 28,300,118
Zakat _ (3.920,009) - (2920009
Profit for the period 21.306,426 073,683 24,380,109
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4.5

a)

Changes in aceounting palicy
IFRS 9 financial instruments
Reclassification from loans and receivables (o financial assets 9t amortized cost

Financial assets classified us loans and receivables under 1AS 39 that were messured a amortised cost
continue te be measured at amonised enst under [FRS 9 as they are held within a business model to collect
contractual cash flows and these cash Nows consist solely of payments of principal and interest on the
principal amount outstanding.

Measurement of financial instruments

The adoption of IFRS 9 has fundamentally changed the Group's aceounting for impairment losses for
financial assets by replacing IAS 39's incurred loss approach with a farward-looking expected credit loss
(ECL) approach.

IFRS 9 requires the Group to record an allowanee for ECLs for all loans and other debl financial assets not
held a1 FVPL.

ECLs are based on the difference between the contractual cash flows due in aceordance with the centract
and all the cash flows that the Group expects to receive, The shortfall is then discounied st an
approximation to the asset's original effective interest rate.

13
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4.5

b)

Summary of Significant Accounting Policies - continued

Changes in accounting policy - continued

For Trade and other receivables, the Group has applied the standard'’s simplified approach and has
calculated ECLs bascd on lifetime expected credit losses. The Group has established a provision matrix that
is based on the Group's historical credit loss experience, adjusted for forward-looking factors specific to
the debtors and the econamic environment.

The adoption of the ECL requirements of IFRS 9 resuhed increase in impairment allowances of the
Giroup’s debt financiel sssets, The increase in allowance resulted in adjustment to Retained camings.

The impact of the change in impaiement methodology on the group's equity is SAR 1,534,069, The impact
on condensed consolidated interim statement of profit or loss for the nine month period eaded 30 Sep 2018,
resulting in increases in Administrative expenses amounting to SAR 2,685,397 respectively.

IFRS 15 Revenue Trom contracts with customers

Under IAS 18, the Group recognized revenue from providing services in the reporting period in which the
services are rendered and revenue from sale of goods when 8 castomer obtains controls of the goods at &
paint in time ie. on delivery, which is in line with the requirements of IFRS |5, Asa result, there is no
material impact of adopting “IFRS 15 Revenue from Contracts with Customers'.

Under IFRS 15, any earned consideration that is conditional should be recognized #s a contract asset rather
than receivable. Therefore, upon adoption of IFRS 13, the Group made reclassifications from receivable to
Contract assets amounting to 5,645,868 as at 30 Sep 2018,

The Group provides retrospective wolume rebates 1o its customers en all products purchased by the
customer once the quantity of products purchased during the period exceeds u threshold specified in the
contract, The customer on subsequent purchases offsets rebates against amounts payable. Prior 1o adoption
ol IFRS 15, the Group recognize volume discount on an aclusl basis.

Under [FRS 15, retrospective volume rebates give fise to variable consideration. To estimate the variahle
cansideration to which it will be entitled, the Group applied selected method that best predicts the amount
of variable consideration was primarily driven by the number of volume threshoids contined in the
contract. The Group then applies the requirements on constraining estimates of variable consideration.

The above change in accounting policy has resulted in SAR 1,933,895 amount of adjustment in the current
period net profit and has resulted in recognition of ameourt 1,933895 as contract liabilities.

Under IAS 18, the provision for rejection was recognized under Administrative expenses, insiead of netting

off against Revenue. The impact of this chunge is that revenue is decreased with the amount of provision
for rejection.
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5.

Earnings per share

Basic eamnings per share (EPS) is caloulated by dividing the profit for the period attributable 1o ardinary
equity halders by the weighted average number of ordinary shares outstunding during the period. Diluted
¢amings per share is the same as the regular or basic eamings per share as the Group does not have Eny
convertible securities or diluted instruments to exercise,

The following table reflects the income and share cata used in the basic and diluted EPS computations:

30 September 30 September
2018 2017
Profit for the period 72,115,095 77,209,060
Weighted average number of ordinary shares 120,000,000 120,000,000
Basic and dilued earnings per share 0.60 (.64

Share capital

Share capital of the Company is 1,200,000,000 SAR consists of 120,000,000 fully paid ordinary shares
with a par value of SAR 10 (31 December 2017: SAR 1,200,000,000).

Employees' Termination Benefits

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

ap Amount recognized in condensed consolidated nterim statement of financial position:

30 September 31 December
2018 017
SAR SAR
Present value of defined benefit obligation 56,904,880 50,100,456

[.7] Benefit expense (recognized in the condensed consolidated interim statentent af profit or loss):

30 September 30 September
2018 2007
SAR 5AR
Current service cost 10,561,911 B100.614
Special commission cost _ L664027 1,345,095
Benefit expense 12,225,938 10,445,709

20
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Emplovees’ Termination Benefits - continuwed

¢ Movement in the present value of defined benefTe obligation;

30 September 31 December
2018 07
SAR SAR
Present value of defined benefit obligation at beginning of the period /50,100,456 40,586,187
Value of defined benefit obligation transferred at the acquisition date 811,952 =
for the subsidiary
Charge recognized in condensed consolidated statwment of profit or
Current service cost 10,561,911 12,525,677
Special commission cost 1,664,027 1.724913
Actuarial (loss) Gain on defined benefit plan recopnized in condensed  (579,032) 519,721
consolidated interim statement of comprehensive income
Benefits paid (5.594428)  (5.656,042)
Present value of defined benefit obligation at end of the period  year 56,964 880 30,100,456
i) Principal actuarial assumptions:
30 September 31 December
2018 007
Discount rate 1% 45%
Salary increase rate 3 % 3%
Relirement age 60 veuars 60 years
Covernment grants
30 September 31 Dacember
2018 2017
SAR SAR
At 1 January 171,622,268 150,821,407
Received duning the period | year 7.318,006 24,459,551
Government grants release (5,740.118) (3.658,693)
At 30 Sep 173,210,153 171,622,265
Current 8279899 3,952,401
Non-current 164,930,254 167 660864
173210153 171632363

On July 20135, the Group obtained a free interest loan from the Ministry of Finance to fund the construction
of the new hospital in Al Nuzha ares and the purchase of the indispensable medical and non-medical
equipment. The conditions and comtingencies attached 1o these grants has been met,

21
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a9.1

9.2

Loans
30 Sepremboer 31 December
2018 2017
SAR SAR
Loans from Ministry of Finance 204,627,298 196,803,477
Loans from commercial banks 513,656,181 321,602,077
TIS AR ATY 518,405,554
Current portion 125,782,027 40,000,000
Non-current portion 591,701,452 478,403,554

Loans from Ministry of Finance

On 18 September 2013, The Group cobiained a loan from the Ministry of Finance to fund the construction of
the new hospital in Al-Suwaidi arca and the purchase of the indispensable medical and non-medical
equipment. This loan qualifies to be considered as government grant because the Ministry of Finance
represent 4 governmental body and provides the Group with a zero interest loan. The value of the loan is
149.1 million SAR. The Group has utilized it in full as at 30 Sep 2018 (31 December 2017 SAR 149.1
million). The installments are determined in light of how much of the 1otal value of the grunt is actually
spent it the end of the duration of this agreement after dividing the otal disbursements on twenty equal
annual installments, The maturity of the first installment will be after five years from the date of signing the
arrangennent. This loan is in Saudi Riyals without any financing commissions and is collateralized by a
muortgage of the propeny and equipment of Al-Hammadi Hospital in Al-Suwaidi,

On 19 January 2015, the Group signed another financing agreement with the Ministry of Finance to fund
the building of the housing compound related to Al-Suwaidi ospital project. The value of the loan is SAR
27.5 million of which the Group has utilized it in full as ot 30 Sep 2018 (31 December 2017: SAR 27.5
million). The loan is 1o be repaid over twenty equal annual installments after o grece perlod of five years.

On 9 July 2015, the Group signed & third financing agreement with the Ministry of Finance 1o fund part of
the construction and furnishing costs of the hospital in Al-Nuzha, This loan amounted SAR 197.5 million
and does not carry any financing commissions of which the Group has utilized SAR 197.5 million as at 30
Se¢p 2018 (31 December 2017: SAR 182.9 millicn). The loan is to he repaid over twenty equal annual
installments after o grace period of five years,

Loans from commercial banks

The maturities of' the long-term loans are as follow:

30 Seprember 31 December
s 247
_____SAR SAR
2018 39,162,288 40,000,000
2019 130,782,027 14, 000,000
After that 343.011,766 137,602.077
513,856,181 321,602,077

During the petiod ended 30 September 2018, the Group capitalized financial charges amounted to SAR Nul
(31 December 2017: SAR 5.8 million). Finance expense charged for the period ended 30 Seprember 2018
amounted to SAR 23.6 million (30 Sep 2017 SAR 14.1 million).



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

Notes to Condensed Consolidated Interim Financial Statements - continued
For the nine month period ended 30 September 2018

10.  SEGMENTAL INFORMATION

The Group's principal business activities involve rendering of elinical serviess and sale of goods, Selected financinl

information as at 30 September 2018 and 2017 and for the nine month periods then ended, categorised by these
business is as follows:

*  Rendering of clinical services: fees charged for inpatient and outpatient hospital services,
* Sale of goods: Pharmaceutical and other products,

The selected sepment information ie provided by business segments us follows;

Medical Care Plarmacewtical Products Total
30 September 2018 2017 2008 2017 2018 2007
_ S4R S4R SAR SAR SAR SAR
Revenue 425,322,023 434,890,453 240,238,061 85,049,110 665,560,084 519,939,563
Gross profit 117,918,570 153,843,058 67,118,347 20,237,886 185.036.917 174,080,944
Depreciation 53,277,058 32562859 11,555,901 6,440,300 64,532,989 39,409,199
Net income 24,845,944 67,867,001 37,269,151 9,341,965 72,115,095 77,200,060
Medicel Care Pharmacentical Products Fortend
3w .safmm 31 Decemper 30 September 31 Decemper 30 September 31 Decemper
2018 2017 2048 a7 2418 2017
SAR SAR SAR SAR SAR SAR
Total assets 2,049,817 561 1 998,327,197 507,537,068 305.000,008 2,557.354,629  2,303.327205
Total lishilities 1,074,112,124 B97.847.810 24,989,736 18,386,684 LU 100860 916,234,404
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1.

Financial assets and financial liabilities
Fimancial instruments risk management objectives and policies

Ihe main condensed consolidated interim financial instruments carried on the Group's statement of
financial position include cash and cash equivalents, accounts receivables and other current assets, due
from related partics, accounts payables, loans, due to related parties, acerued liahilities and other current
liahilities. The main purpose behind the Group's financiel lisbilities is 10 finance the operations and to
provide guarantees t support the operations.

Ihe Group's activities exposad it to various risks. These risks are: Market risk (which includes; Currency
rigk, fiir value and cash flow interes: rate risks and price risk), Credit risk and Liquidity risk. The Group's
senior management oversees the manugement of these risks. The Group's sericr management is supported
by a financial risk comminee that advises on financial risks and the appropriate financial risk governance
framework for the Group. The financial risk commiltee provides assurance to the Group's senior
management that the Group's financial risk activities are governed by appropriate policies and procedures
and that financial risks are identified, measured and managed in accordance with group policies and group
risk appetite. The board of Directors reviews and agrees palicies for managing gach of these risks, which
are summarized below,

Markei Rizk

Market risk is the risk thut the fuir value of future cash flows of a financial instrument will Muctuate
because of changes in market prices, Market prices comprise three types of risk: interest rate risk, currency
risk and other price risk such as equity price risk and commodity price risk. Financial instruments affected
by market risk include: loans, borrowings and deposits,

Currency Risk

It is the risk that the value of a financial instrument will fluctuate due to changes in forelgn exchange rates,
The Group’s transactions are principally in Saudi Riyals and US Dollars. As the Saudi Rival is pegged to
US Dollar, the Group does not have significant exposure to currency risk. The Group bas also some
transactions in EURQ which were not significant as at 30 Sep 2018 (31 December 2017)

Fair vatue and cash flow imerest rate risks: the exposures 1o various risks associated with the effect of
fluctustions in the prevailing interest rates on the Group’s financial positions and cash flows. The Group
maniters the commission rate fluctuations on a continuous basis and acts sccordingly. The Group's
commission rates principally relate to its borrowings and are subject to change on periodic basis,

Price Risk

Price risk is the risk that the value of a financial instrument will fluctunte as a result of changes in market
prices, whether those changes are caused by factors specific to the individual instrument or lts issuer or
factors affecting all instruments traded in the niarket. The Group Is currently not exposad to price risk as it
has no investments in marketable securities,

Creclir Risk
Credit risk is the risk that & counterpanty will nor meet its obligations under a financial instrument or

customer contract, leading to a Gnancial loss, The Group places its cash with banks that have sound credit
ratings. Accounts receivables and due from related parties are carried net of provision for doubtfiul debts,

Liquidity Risk
Liguidity risk is the rigk that an enterprise will encounter difficulty in raising funds 1o meet commitments
asspcinted with financial instruments, Liguidity risk may result from an inability to sell a financial asset

quickly at an amount close 1 its fair value. Liquidity risk is managed by monitoring on a regular basis that
sufficien funds are available through commitied credit fucilities 1o meet any future commitments,
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12,

Standards issued but not yet effective

The standards that are issued, but not effective, up 1o the date of issuance of the Group's condensed
consolidated interim financial statements are listed below. The Group intends to adopt these standards, if
applicable, when they become effective.

IFRS 16 Leases

IFRS 16 was issued in January 2016 and IFRS 16 replaces existing leases guidance including 1AS 17
Leases, TFRIC 4 Determining whether an Arrangement comtains a Lease, SIC-1$ Operating  Leases-
Incentives and SIC-27 Evaluating the Substance of Transactions Involving the legal Form of a legse,

IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases and
requires lessees 10 account for all leases under o single on-statement of financial position model similar fo
the accounting for finance leases under [AS 17,

The sundard includes two recognition exemptions for lessees - leases of ‘low-value’ assets (e.g., personal
computers) and short-term leases (e, leases with o lease term of 12 months or less). At the
commencement date of a lease, a lessee will recognize a liability 1o make lease paymemts (i.c., the lease
liability) and an asset representing the right to use the underiving asset during the lense term (i.c., the right-
of-usc asset). Lessees will be required to separately recognize the interest expense on the lease liability and
the deprecintion expense on the right-of-use assel,

Lessees will be also required 10 re-measure the lease liability upon the occurrence of certain events {ep.a
change in the lease term, a change in future lease payments resulting from o change in an index or rate used
1o determine those payments). The lessee will generally recognise the amount of the re-measurement of the
lease liability as an adjustment 1o the rght-ofuse nsset.

Lessor accounting under [FRS 16 is substantially unchanged from today's acepunting under JAS 17.
Lessors will continue 10 classify all leases using the same classification principle as in IAS 17 and
distinguish between two types of leases: operating and finarice leases.

IFRS 16 also requires lessees and lessors 1o make more extensive disclosures than under 1AS 17, IFRS 16
is effective for anmual periods beginning on or after 01 January 2019, Farly application is permitied, but not
before an entity applies IFRS 15, A lessee can choose to apply the standard using either & full retrospective
or @ modified retrospective approach. The standurd’s transition provisions permit certain relicfs.
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13.

14.

15,

Significant Events and Transactions

On 31 Jasuary 2018, the Company acquired 100% of the shares and voting imteresi in Medical
Suppont Services Company for SAR 48 million. As & result, the Group have been consolidated
condensed interim financial statements of the Company and its subsidiaries for the period ended 30
Sep 2018,

* wE

Goodwill arising from the aequisition has been recognized as follows:

Consideration iransferred 48,000,000
Fair value of identifiable net assets (16,540, 880)
Goodwill 31,450,120

Om 30 April 2015, the Company announced the awarding of & SAR 347 million contract to Pharma
Serve Co., a wholly-owned subsidiary of Medical Support Services Company (o fully owned
subsidiary of the Company) for a period of 24 menths, in relation to the main unified procurement
tender for vaccines to all participating government heulth authorities for the year 2018C, according
to the award letter received from the National Unified Procurement Company (NUPCOD) dated 13
Shaban 1439H. corresponding to 29 April 2018G. The Company will announce in due course any
further developments including the official signing of the contract. The financial impact of this
project is expected to stard in the third quarter of the fiscal year 2018G.

On 24 June 2018, the Company announced that it has been decided 10 discontinue and cease
discussions with the National Medical Care Company in relation 10 the consideration of the potontinl

merger of the two companies in light of the potentinl change in the ownership structure of the
MNational Medical Care Company.

O 2 September announced that the memerandum of under standing with sudir Pharma has been
expired and will not be renewed due to the failure 10 reach a final agreement on some terms in
partners agreement.

Comparative Fipures

Certain of the comparative figures have been reclassified to conform with the presentation in the current
period.

Approval of the condensed consolidated interim financial statements

The condensed consolidated interim financial stslements have been approved by the board of directors on
16 Safar 1440H corresponding 1o 25 October 2018G.



