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

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of AL HAMMADI COMPANY FOR DEVELOPMENT
AND INVESTMENT (the "Company"), which comprise the statement of financial position as at 31
December 2017, the statements of profit or loss, comprehensive income, changes in equity and cash
flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2017 and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards that are
endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued by Saudi
Organization for Certified Public Accountants (SOCPA).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs™) that are
endorsed in the Kingdom of Saudi Arabia. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the professional code of conduct and
ethics that are endorsed in the Kingdom of Saudi Arabia that are relevant to our audit of the financial
statements, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current year. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

Salman B. AlSudairy Audit, Tax & consultants Abdullah M. AlAzem
Licencss No. 283 License Mo. 335
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Key Audit Matters (Continued)

Revenue recognition

Key audit matter

How the matter was addressed in our audit

The Company recognized revenue of SR 708.6
million for the vear ended 31 December 2017
(2016: SR 606.2 million).
Revenue represents clinics services revenue and
sale of goods - pharmacy.
The Company recognizes revenue when:
¢ Performance of a medical service
occurs, and is measured at the fair value
of the consideration received or
receivable and net of trade discount,
quantity discount and insurance
companies’ rejections upon providing
the services to customers or upon
delivery of products or accepted by
customers; and
s Significant risks and rewards of
ownership of the goods have been
transferred to the buyer related to the
sale of pharmacy.

Revenue recognition is considered a key audit
matter as there is a risk that revenue may be
misstated due to management’s override of
controls, judgment involved in estimating the
related provisions, mainly insurance companies’
rejection rates and that the timing and amount of
revenue recognized in a financial period can
have a material effect on the financial
performance.

Our procedures included the following:

- Considering the appropriateness of
revenue recognition as per the Company’s
policies including those relating to
discounts and assessing compliance with
applicable accounting standards;

- Testing the design and effectiveness of
internal controls implemented by the
Company through the revenue cycle;

- Testing sales transactions taking place at

either side of the statement of financial
position date to assess whether the
revenue was recognized in the correct
period;
Evaluating the method of provision
related to accepted rejections of insurance
companies. This was achieved through
applying  retrospective  testing  of
management’s  judgment of such
estimates; .

- Evaluating the contractual discounts
arrangements with key customers, by re-
calculating the discounts awarded to such
customers and also by agreeing the same
with financial information used for the
financial statements; and

- Performing analytical review on revenue
based on trends monthly sales and profit
margins,

Refer to note (2.5) for the accounting policy and note (6) for related disclosures.
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Key Audit Matters (Continued)

Impairment of trade receivables

Key audit matter

How the matter was addressed in our audit

The Company’s trade receivables, net balance
was SR 252.4 million as at 31 December 2017
(31 December 2016: SR 430.4 million and 1
January 2016: SR 248.8 million).

Management estimates the collectible amount of
trade receivables. For significant account
balances this estimation is performed on an
individual basis. Amounts which are not
individual significant, but which are past due,
are assessed collectively and a provision applied
according to the length of time that the amount
is past due.

We considered impairment of trade receivables
as a key audit matter due to the significant
management judgment involved in determining
the provision for doubtful debts and that the
existence and carrying value of trade
receivables could be material to the
performance of the Company and to the
Company’s assets.

Our procedures included the following:

- Considering the appropriateness of
impairment of trade receivables as per
the Company’s policies and assessing
compliance with applicable accounting
standards;

- Testing the design and effectiveness of
internal controls implemented by the
Company through the trade receivables
cycle;

- Critically considering management’s
assumption used in determining
impairment losses for both specific and
collective loss components;

- Identifying those trade receivables with
credit risk exposure and checking if
they are properly included in
management’s impairment assessment;

- Examining on a sample basis, evidence
related to post year-end cash receipts.

- We re-calculated the provision against
trade receivables based on the
Company’s policies to ensure that the
provision is appropriate at the statement
of financial position date.

Refer to note (2.15) for the accounting policy and note (13) for related disclosures.
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Key Andit Matters (Continued)

Recoverability of construction in progress

Key audit matter

How the matter was addressed in our audit

As at 31 December 2017, included in property,
and equipment is an amount of SR 785.6 million
(31 December 2016: SR 592.8 million and 1
January 2016: SR 470 million) which relates to
construction in progress.

The Company assesses, at each reporting date,
whether there is any indication that the asset
may be impaired. If any indication exists, the
Company estimateés the asset's recoverable
amount. An asset's recoverable amount is the
higher of value in use and fair value less costs to
sell.

We considered recoverability of construction in
progress as a key audit matter due to the
assessment of the recoverable amount of
construction in progress requires estimation and
judgement around expected production profiles,
useful life of assets, future operating and capital
expenditure, commodity prices and discount
rates. These are all subjective matters.

Our procedures included the following:

- Considering the appropriateness of

Company's  policies related to
construction in progress and assessing
compliance with applicable accounting
standards;
Assessing management's processes for
identification of impairment indications
and impairment testing and evaluated
the design and implementation of key
controls over these processes;

- Assessing the reasonableness of the
model used by management to estimate
the recoverable amount;

- Assessing management's assumptions
used in the model as well as
management's  benchmarking  with
relevant market data and also with the
Company's data related to its existing
operations; and

- Assessing the adequacy of the related
disclosures.

Refer to note (2.10) for the accounting policy and note {11) for related disclosures.
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Key Audit Matters (Continued)

IFRS conversion

Key audit matter

How the matter was addressed in our audit

For all periods up to and including the year
ended 31 December 2016, the Company
prepared its financial statements in accordance
with the generally accepted accounting
standards in the Kingdom of Saudi Arabia as
issued by SOCPA (“Previous GAAP”).

The Company adopted IFRS as from 1 January
2017.

These financial statements for the year ended 31
December 2017 are the first annual financial
statements prepared in accordance with IFRS
that are endorsed in Kingdom of Saudi Arabia
and other standards and pronouncement issued
by SOCPA.

The Company has prepared these annual
financial statements that comply with IFRS that
are endorsed in KSA as at 31 December 2017,
as well as for presenting the relevant
comparative period data for the year ended 31
December 2016. In compliance with the
requirements of IFRS 1 endorsed in the
Kingdom of Saudi Arabia, the Company's
opening statement of financial position was
prepared as at 1 January 2016 ("transition date™)
after incorporating required adjustments to
reflect the transition to IFRS that are endorsed
in KSA from the Previous GAAP.

We considered this a key audit matter as the
basis of accounting is fundamental to the
presentation and preparation of the financial
statements.

Our procedures included the following:

- Considering the Company’s governance

process around the adoption of IFRS as
endorsed in Kingdom of Saudi Arabia
especially, in relation to matters
requiring management to exercise its
judgment;
Obtaining an understanding of the
analysis performed by management to
identify all significant differences
between previous reporting framework
and IFRS as Kingdom of Saudi Arabia
which can impact the Company’s
financial statements;

- Evaluating the results of management’s

analysis and key decisions taken in
respect of the transition using our
knowledge of the relevant requirements
of the IFRS as endorsed in Kingdom of
Saudi Arabia and our understanding of
the Company’s business and its
operations;
Testing the transition adjustments by
considering management’s gap analysis
the underlying financial information and
the computation of these adjustments;
and

- Evaluating the disclosures made in
relation to the transition to IFRS as
endorsed in Kingdom of Saudi Arabia
by considering the relevant
requirements of IFRS 1,

Refer to note (2.1) for basis of preparation and note (3) for related disclosures.
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Other Matter
The financial statements of the Company for the year ended December 31, 2016 were audited by
another auditor who expressed an unmodified opinion on those statements on March 14, 2017.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the annual report but does not include the financial statements and our auditors’ report
thereon. The annual report is expected to be made available to us after the date of this auditors’ report.

Our opinion on the financial statements does not cover the other information and we will not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated.

When we read the annual report and conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the International Financial Reporting Standards that are endorsed in the Kingdom of
Saudi Arabia and other standards and pronouncements issued by SOCPA, Regulations for Companies
and Company’s By-laws, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Andit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs that are endorsed in the Kingdom of Saudi Arabia will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs that are endorsed in the Kingdom of Saudi Arabia, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.
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Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonablencss of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditors’ report to the related disclosures in the financial statements or,
if such disclosures are inadequate, to modify our opinion. Qur conclusions are based on the
audit evidence obtained up to the date of our auditors’ report. However, future cvents or
conditions may cause the Company to cease to continue as a going concern.

¢ Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achicves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of, the current year and are therefore
the key audit matters. We describe these matters in our auditors’ report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
In our opinion, the financial statements of AL HAMMADI COMPANY FOR DEVELOPMENT

AND INVESTMENT, taken as a whole, comply with the requirements of the Regulations for
Companies and Company’s By-laws with respect to the preparation and presentation of financial
statements.

— AlAzem & AlSudairy
[(/5,,; e nde ) Certified Public Accouu:fants
Liinge S =g \
; PLMAMeg A @.ﬁ_ﬁ
PF Ao gf.:}‘g eI T ==
3N Cur_;iff-es &le.:;;l-!ic Accaintent
L Salman B. AlSudairy
License No, 283

12 Rajab 1439H (March 29, 2018)
Riyadh, Kingdom of Saudi Arabia



Al Hammadi Company for Development and Investment

(A Saudi Joint Stock Company)

STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2017

Noles
Clinics services revenue, net §
Sale of goods - Pharmacics
TOTAL REVENUES
Cost of Revenue 7
GROSS PROFIT
Administrative expenses ]
Other operating income )
OPERATING PROFIT
Finance charges 23
PROFIT BEFORE ZAKAT
Zakat expense 24
PROFIT FOR THE YEAR
Earnings per share:
Basic and diluted profit for the year attributable to 10
ordinary equity holders

The sccompanying notes 1 to 28 form an integral part of these financial statements

2017 2016

SAR SAR
590,844,145 517,127.249
117,780 308 89,113,741
708,614 453 606,240,950
(449,671,809) (364,114,748)
258,952,644 242,126 242
(127,733,278) (143,313,205)
11,363,064 4,189,803
142,582,430 103,002,840
(19,567,148) (19,047,691
123,015,282 83,955,149
(15,050,477 (11,000,000)
107,964,805 72,955,149
0.90 0.61

L



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

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2017

M7 2016
L SAR SAR
PROFIT FOR THE YEAR 107,964 805 72,955,149
Other comprehensive loss not to be reclassified to profit or loss
in subsequent periods:
Re-measurement losses on defined benefit plans 20 {819,721) (1,166,169)
Tola other comprehensive lnss not (o be reclassified 1o profit
or loss in subscquent perinds 68721 (1,166,169)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 107,445,084 71,788,980

e mer g pree

fise s

The accompanying notes | to 28 form an integral part of these financial statements

e

o



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

STATEMENT OF FINANCIAL POSITION

As a1l 31 December 2017

ASSETS
Non-current assets
Property and equipment

Current assely

Inventories

Trade reccivables

Prepayments and other assets
Amounts dus from relaled parties
Cash end cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES
EQUITY

Share capital

Statutory reserve

Retained eamnings

TOTAL EQUITY

LIABILITIES

Non-current liabitities
Long-term loans

Employees’ termination benefits
Governmen! grants

Current liabilities
Trade payables

Accrued expenses and other linhilities

Amounts due to related parties
Shart-term revalving loan
Loog-term loans

Government grants

Dividends payable

Zakat payable

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

The accompanying notes | 1o 28 form an intcgral part of these financial stalements

Notes

12
13
14
15
16

17
18

23
0
a1

23

2]
19
24

As at January 1,
|17 2016 2016
SAR SAR SAR

1,797,745,740 1.,650,548,581 1,555,688,017
29,711,689 32,104,516 2722223
252,436 303 430,470,509 248,877,852
44,758,892 16,503,711 14,135,766
389,260 248,309 546,895
178,275301 12,606,666 B9,343477
505,581 465 491,933,711 380,126,221
2,303,327,208 2,142,482,292 1,935,814,238
1,200,000,000 1,200,000,000 1,200,000,000
32,857,281 22,060,300 14,592,866
154,135,430 147,586,827 173,265,781
1,387,092,711 1,369,647,627 1,387,858,647
477,306,380 370,777,036 231,726,483
50,100,456 40,586,187 30,861,696
168,769,038 148,471,675 38,843,856
696,175,874 559,834,898 301,432,035
34213366 37,775,637 36,365,075
39,516,872 47,650,397 43,771,019
262,829 431,448 559,630

- 50,000,000 -
40,000,000 61,428,509 152,834,969
3,952,401 3,448,906 2,960,284

90,000,000 - -
12,103,152 12,264 870 10,032,579
220,058,610 212,999,767 246,521,556
916,234,494 772,834,665 547,955,591
2303327205 2,142,482292 1,935,814.238

10

ot
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Al Hammadi Company for Development and [nvestment

(A Saudi Joint Stock Company)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2017

OPERATING ACTIVITIES
Profit belore Zakat

Adjustments to reconcile profit before Zekat 1o net cash flow:

Depreciation of property and equipment
Provision for doubtful debis

Finance charges

Government granis release

Employees’ termination benefits

Working capital sdjusiments:
Trade receivables
Ioventories
Met changes in related parties
Prepayments and other assets
Trade payables

Accrued expenses and other liabilities

Employees” termination benefits paid

Finance charges paid

Zakat paid

NET CASH FROM (USED IN) OPERATING
ACTIVITIES

INVESTING ACTIVITIES
Purchase of property and equipment
NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES
Proceeds from bank borrowings

Repayment of bank borrowings
Received government grants
Dividends pid -
NET CASH FROM FINANCING ACTIVITIES

Net changes in cash and cash equivalents

Cash and cash equivalent at the beginning of the year
CASH AND CASH EQUIVALENTS AT DECEMBER 31

Supplementary Information for non-cash transactions

Dividends payable
Loans' interest capitalized to property and equipment

The accompanying notes | to 28 form an integral pant of these [inancial smtements

12

Notes

11
13

21
20

20
24

11

2017 2016
SAR SAR
123,015,262 83,955,149
53,041,995 53,372,400
39,269,365 45,890,675
19,567,148 15,047,681
{3,658,693) (2,960,287)
4 11,461,840
245,586,287 211,767,472
138,764,841 {228,232,404)
158187 (4,882,285)
(309,550) =
(28,255,181) (1,852,807)
(3,551,271) 1,842,010
(8133815  S56966M
346,783,383 (15,661,390)
(5/656,042) (3,570,145)
(15,776,704) {14,363,215)
(15.212,195) (8,767,705)
310,138,447 (42,362,459)
& =
(196,561,154) (1435,359,060)
(196,562,154} (145,359,060)
331,632,791 -=400,875,464
(304,000,000) (312,500,000)
14,459,551 113,076,724
- {90,000,000)
£2.092. 342 111,452,188
165,668,635 (76,269,331)
12,606,666 88,875,997
178,275.301 12,606,666
90,000,000 -
3,677,600 2,893 401
-

-

A



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

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

1.

Corporate information

Al Hammadi Development and Investment Company (the “Company”) was established as a limited liability
Company under Commercial Registration No. 1010196714 issue on Safar 23, 1425H (corresponding to April
13, 2004) in Riyadh. On Ramadan 16, 1429H (corresponding to September 16, 2008), the Ministry of
Commerce and Investment issued the resolution No. Q/316 to approve the Company’s conversion to a closed
joint stock Company, On Rajab 20, 1435H {(corresponding to May 19, 2014) the Company obtained approval
from the Capital Market Authority (“CMA”™) to issue 22.5 million shares in an initial public offering and the
Company’s shares were listed in Saudi Stock Exchange (Tadawul) on Ramadan 17, 1435H (corresponding
to July 15, 2014).

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

The Company was established to engage in the activities of wholesale and retail trading of medical
equipment, establishing, maintaining, managing and operating hospitals and medical centers, wholesale and
retails trading of food and beverages, purchasing and rentals of lands for constructing buildings and investing
them by means of selling or renting in favor of the Company, initiating or sharing in different industrial
projects, initiating commercial centers, operating, and maintaining them, construction and building work and
maintaining the same in Saudi Arabia.

These financial statements include the accounts of the Company and the accounts of the following branches,
which operate under separate commercial registrations:

Branch Name Commercial City Status
Registration No.,
Al Hammadi Hospital, Olaya * 1010263026 Riyadh Active
Al Hammadi Hospital, Al-Suwaidi 1010374269 Riyadh  Active
Al Hammadi Hospital, Al-Nuzha (see note 27) 1010374270 Riyadh Experimental
operations
Al Hammadi for Maintenance & Operations 1010374273 Riyadh No activity

* On February 7, 2016, the Company announced an electrical contact incident in the electricity circuit
breakers room at the basement of Al Hammadi Hospital, Olaya branch building. Accordingly, the Company
evacuated all patients until completion of the maintenance works. The Company obtained all required
approvals from the concerned authorities to re-open the Olaya branch after the completion of the maintenance
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 capitalized as part of property and equipment during
the year ended December 31, 2016. The company was compensated Saudi Riyals 6.8 million for this fire by
the insurance company on July 5, 2017.

Going concern

The Board of Directors has made an assessment of the Company’s ability to continue as a going concern and
is satisfied that it has the resources to continue in business for the foreseeable future for a period of at least
12 months from the approval of the financial statements. Furthermore, management is not aware of any
material uncertainties that may cast significant doubt upon the Company’s ability to continue as a going
concern. Therefore, the financial statements continue to be prepared on the going concern basis.

13



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

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

2,
2.1

2.2

2.3

Summary of significant accounting policies
Basis of preparation

The accompanying financial statements have been prepared in accordance with the International Financial
Reporting Standards (IFRS) as endorsed by the Saudi Organization of Certified Public Accountants
(SOCPA).

For all periods up to and including the year ended 31 December 2016, Al-Hammadi Company for
Development and Investment prepared its financial statcments based on the accounting standards
promulgated by the local generally accepted accounting principles in Saudi Arabia “SOCPA”. These
financial statements for the year 2017 are the first the Company has prepared in accordance with IFRS (see
note 3).

The financial statements have been prepared on a historical cost basis and are presented in the local currency
of Saudi Arabia; Saudi Riyals.

The principal accounting policies applied in the preparation of these financial statemnents are set out below;
these policies have been consistently applied to all years presented, unless otherwise states.

Current versus Non-current classification

The Company presents its assets and liabilities in the statement of financial position based on a current/non-
current classification,

An assets is current when it is;

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

Held primarily for the purpose of trading;

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

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

All other assets are classified as non-current assets.
A liability is current when it is:

Expected to be settled in the normal operating cycle;

Held primarily for the purpose of trading;

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 labilitics are classified as non-current liabilities.

Fair value measurement

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

presumption that the transaction to sell the asset or transfer the liability takes place either:

e In the principal market for the asset or liability; or
s In the absence of a principal market, in the most advantageous market for the asset or the liability.

The principal or the most advantageous market must be accessible by The Company.
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2.

24

2.5

Summary of significant accounting policies - continued

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or the liability, assuming that market participants act in their economic best interest.

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

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

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;
Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable;

# Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognized in the financial statements at fair value on a recurring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a whole)
at the end of each reporting period.

For the purpose of fair value disclesures, The Company has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy,
as explained above.

Equity

The Company has issued ordinary shares that are classified as equity. The difference between the issue price
and the par value of an ordinary share is aliocated to share premium. The transaction costs incurred for the
share issue are accounted for as a deduction from share premium to the extent they are incremental costs
directly attributable to the share issue that would otherwise have been avoided.

Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured, regardless of when the payment is received. Revenue is measured
at the fair value of the consideration received or receivable, less discounts and rebates.

The Company assesses its revenue arrangements against specific criteria in order to determine if it is acting
as principal or agent. The Company determines it is acting as principal when it has exposure to the significant
risks and rewards associated with the transaction and measures revenue as the gross amount received or
receivable. When the Company does not retain the significant risks and rewards, it deems that it is acting as
an agent and measures revenue as the amount received or receivable in return for its performance under the
contract and excludes any amounts collected on behalf of a third party.
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2,6

2.7

2.8

2. Summary of significant accounting policies - continued
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 the consideration received or receivable. Fees are
calculated and billed based on various pricelist agreements with funders or counterparties. Al Hammadi has
determined that it is acting as Principal in these arrangements 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 the credit
risk and it bears the risk of providing the medical setvice.

Sale of goods - Pharmacy

Sale of goods — Pharmacy represents sale of pharmaceutical and other medical products. Whilst the Company
doesn’t establish the prices for pharmaceutical products as the selling prices are fixed by the Ministry of
Health, the Company 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 ownership of the goods have passed to the
buyer. Significant risk is passed to the buyer at the point of sale.

Cost of Revenue

Cost of Revenue services rendered represents expenses directly related to the generation of revenue from
healthcare services rendered, including but not limited to salaries and benefits of medical personnel, materials
and supplies, utilities and other direct costs.

Administrative expenses

Administrative expenses include direct and indirect costs not specifically part of cost of revenue. Allocations
between administrative expenses and cost of revenue, when required, are made on a consistent basis.

Foreign currencies

The Company’s financial statements are presented in Saudi Riyals, which is the local and functional currency
in Saudi Arabia.

Transactions in foreign currencies are initially recorded by the Company at their respective functional
currency spot rate at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency
spot rate of exchange ruling at the reporting date.

Differences arising on settlement or translation of monetary items are recognized in profit or loss with the
exception of monetary items that are designated as part of the hedge of the Company’s net investment of a
foreign operation. These are recognized in OCI until the net investment is disposed of, at which time, the
cumulative amount is classified to profit or loss. Tax charges and credits attributable to exchange differences
on those monetary items are also recorded in OCL
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2.9

2,10

Summary of significant accounting policies - continued
Government grants

Government grants are recognized where there is reasonable assurance that the grant will be received and all
attached conditions will 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 to compensate, are expensed.
Where the grant relates to an asset, 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 Ministry of health with a condition to use the proceeds
only for the purpose of construction of the hospital buildings. The difference between the initial carrying
value of the loan (its fair value) and the proceeds received is treated as a government grant, The grant income
is deferred and subsequently released in the statement of profit or loss for the same period as the depreciation
of the relevant asset.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any impairment in value. Such
cost includes the cost of replacing parts of the property and equipment and borrowing costs for long-term
construction projects if the recognition criteria are met.

Depreciation is calculated on all property and equipment other than land and capital work in progress, at the
following rates calculated to write off the cost of each asset on a straight line basis over its expected useful
life:

e Building 33 years.

¢ Equipment and tools 10 to 20 years.
e  Fumiture, fixtures and office equipment 4 to 10 years.
e  Vehicles 4 years.

When significant parts of property and equipment are required to be replaced at intervals, the Company
recognizes such parts as individual assets with specific useful lives and depreciates them accordingly.

Capital work in progress is stated at cost and is not depreciated. When commissioned, capital work in progress
is transferred to the appropriate property and equipment asset category and depreciated in accordance with
the Company’s policies.

The carrying value of property and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any such indication exists and where
the carrying value exceed the estimated recoverahle amount, the assets are written down to their recoverable
amount.

When a major inspection is performed, its cost is recognized in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. Other subsequent expenditure is
capitalized only when it increases future economic benefits of the related item of property and equipment.
All other expenditure is recognized in the statement of profit or loss as the expense is incurred.

An item of property and equipment is de-recognized upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on de-recognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in the statement
of profit or loss under other operating income when the asset is de-recognized.
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2.

2.11

2.12

Summary of significant accounting policies - continued

The expected useful lives and residual values of property and equipment are reviewed annually and adjusted
prospectively as appropriate. The review of the asset lives and residual values of properties takes into
consideration the plans of the business and levels of expenditure incurred on an ongoing basis fo maintain
the properties in a fit and proper state for their ongoing use as hespitals and the forecast timing of disposal.

Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If
any indication exists, or when annual impairment testing for an asset is required, the Company estimates the
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or CGU’s fair value
less costs of disposal and its value in use. It is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets.

Where the carrying amount of an asset or cash generating unit (CGU) exceeds its recoverable amount, the
asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of maney and the risks specific to
the asset. In determining fair value less costs of disposal, recent market transactions are taken info account.
If no such transactions can be identified, an appropriate valuation model is used. These calculations are
corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available
fair value indicators.

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

Impairment losses of continuing operations are recognized in the statement of profit or loss in those expense
categories consistent with the function of the impaired asset, except for a property previously revalued where
the revaluation was taken to QCI. In this case, the impairment is also recognized in OCI up to the amount of
any previous revaluation.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previously recognized impairment losses may no longer exist or may have decreased. If such
indication exists, the Company estimates the asset’s or CGU’s recoverable amount. A previously recognized
impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s
recoverable amount since the last impairment loss was recognized. The reversal is limited so that the carrying
amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would have
been determined, net of depreciation, had no impairment loss been recognized for the asset in prior years.
Such reversal is recognized in the statement of profit or loss unless the asset is carried at a revalued amount,
in which case the reversal is treated as a revaluation increase.

Leases
The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at the inception date. The arrangement is assessed for whether fulfilment of the arrangement is

dependent on the use of a specific asset or assets or the arrangement conveys a right to use the asset or assets,
even if that right is not explicitly specified in an arrangement.
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2.

2.13

2.14

2.15

Summary of significant accounting policies - continued
The Company as a lessee

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

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable certainty that
the Company will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of
the estimated useful life of the asset and the lease term.

An operating lease is a lease other than a finance lease. Operating lease payments are recognized as an
operating expense in the statement of profit or loss on a straight-line basis over the lease term.

The Company as a lessor

Leases in which The Company does not transfer substantially all the risks and benefits of ownership of the
asset are classified as operating leases. Initial direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and recognized over the lease term under other
operating income as rental income. Contingent rents are recognized as revenue in the period in which they
are eamed.

Borrowing costs

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

Borrowing costs incurred on or after the date of transition (1 January 2016) for all eligible qualifying assets
are capitalized. The borrowing costs capitalized under SOCPA on qualifying assets to the date of transition
to IFRS are included in the carrying amount of assets at that date.

Pre-operating expenses

Pre-operating expenses are the expenses incurred prior to the start of operations of a new business unit. These
expenses are recognized in the statement of profit or loss in the period in which they occur.

Financial instruments - initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity.
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Summary of significant accounting policies - continued
i) Financial assets
Initial recognition and measurement

Financial assets in the scope of 1AS 39 are classified cither as financial assets at fair value through profit or loss,
loans and receivables or available-for-sale financial assects, as appropriate. When financial assets are recognized
initially, they are measured at fair value, plus, in the case of assets not at fair value through profit or loss ,directly
attributable transaction costs. The Company determines the classification of its financial assets upon initial
recognition. The Company does not have any financial assets designated as available-for-sale or at fair value
through profit or loss.

The classification depends on the purpose for which the investments were acquired or originated.
Following is the major asset as of the reporting date:

Accounts receivables from healthcare services are recognized initially at the transaction price deemed to be fair
value at origination date, They are subsequently measured at amortized cost using the effective interest method,
less any provision for impairment, The carrying value of accounts receivables is reviewed for impairment whenever
events or circumstances indicate that the carrying ameunt may not be recoverable, with any impairment loss
recorded in the profit or loss statement.

Allowance for impairment of financial assets

The Company assesses at each reporting date whether a financial asset is impaired. If there is objective evidence
that an impairment loss on financial assets carried at amortized cost has been incurred, the amount of the less is
measured as the difference between the asset’s carrying amount and the present value of estimated future cash
flows (excluding future credit losses that have not been incwrred) discounted at the financial asset’s original
effective interest rate. The effective interest method is a method of calculating the amortized cost of a financial
asset or a financial liability (or group of financial assets or financial liabilities) and of allocating the interest income
or interest expense over the relevant period. The carrying amount of the asset is reduced through use of an
allowance account. The amount of the impairment loss is recognized in the profit or loss statement.

Any subsequent reversal of an impairment loss is recognized in the profit or loss statement, to the extent that the
carrying value of the asset does not exceed its amortized cost at the reversal date. When an asset is uncollectible,
it is written off against the related allowance for impairment, Such asscts are written off after all necessary
procedures have been completed and the amount of the loss has been determined. Subsequent recoveries of
amounts previously written off decrease the charge for impairment of financial assets in the profit or loss statement.

As part of its risk management, the Comparty uses derivative financial instruments such as interest rate swaps and
caps to hedge its interest rate risks. Such derivative financial instruments were initially recognized at fair value on
the date on which a contract is entered into and were subsequently re-measured at fair value. The fair value of
interest rate swaps were determined by reference to matket values for similar instruments. Derivatives with positive
market values (unrealized gains) were included in other assets and derivatives with negative market values
(unrealized losses) were included in other liabilities in the statement of financial position.

Any gains or losses arising from changes in fair value on derivatives during the year were taken directly to prefit
or loss as finance charges. Whilst the policy of the Company is not to apply hedge accounting, the derivatives were
economic hedges of liabilities in issue and it is therefore considered appropriate to show the changes in fair value
of derivatives in finance charges in the profit or loss statement.
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Summary of significant accounting policies - continued
De-recognition of financial assets

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

e The rights to receive cash flows from the asset have expired; or

= The Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-
through’ arrangement, and either (a) the Company has transferred substantially all the risks and
rewards of the asset, or (b) the Company has neither transferred nor retained substantially all the
risks and rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and, to what extent, it has retained the risks and rewards of ownership.
When it has neither transferred nor retained substantially all of the risks and rewards of the asset nor
transferred control of it, the asset is recognized to the extent of its continuing involvement in it, In that case,
the Company also recognizes an associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Company has retained.

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

ii) Financial liabilities
Initial recognition and measurement

All financial liabilities are recognized initially at fair value plus, in the case of loans and borrowings, directly
attributable transaction costs. The Company’s financial liabilities inciude trade and other payables, interest
free loans from Ministry of Health from Kingdom of Saudi Arabia and borrowings from credit institutions.

Subsequent measurement

After initial recognition, profit bearing bank borrowings are subsequently measured at amortized cost using
the EPR method. Gains and losses are recognized in the statement of profit or loss when the liabilities are
derecognized as well as through the EPR amortization process. Amortized cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that are an integral part of the EPR. The
EPR amortization is included in finance costs in the statement of profit or loss.

De-recognition of financial liability

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

jii) Offsetting of financial instruments

Financial assets and financiaj liabilities are offset with the net amount reported in the statement of financial
position only if there is a current enforceable legal right to offset the recognized amounts and an intent to
settle on a net basis, or to realize the assets and settle the liabilities simuitaneously.
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2.16

2.17

2.18

2.19

Summary of significant accounting policies - continued
Inventories

Inventories are measured at the lower of cost and net realizable value. Costs incurred in bringing each product
to its present location and condition are determined on a weighted average basis. Net realizable value is based
on estimated selling price less any further costs expected to be incurred to disposal.

Rebates from Suppliers

The Pharmacy segment receives rebates in the ordinary course of business from a number of its suppliers of
pharmaceutical products, in accordance with contractual arrangements in place with specific suppliers.
Rebates are accounted for once approval has been received from the supplier following the negotiations
which have taken place with them. Rebates receivable are accounted for as a deduction from the cost of
purchasing pharmaceutical goods, once the rebate has been approved by the supplier on the basis under IAS
18 that the probability of inflow is not sufficiently certain and the amounts cannot be reliably measured until
that point. When rebates have been agreed in advance, for example when it has been agreed that a certain
rebate will be applied to the purchase of specific goods for a set period of time rather than just to a specific
one off purchase, then the rebate is recognized as a reduction in the purchase price as soon as the goods are
purchased. When rebates are offered based upon the volume purchased and it is probable that the rebate will
be earned and the amount can be estimated reliably, then the discount is recognized as a reduction in the
purchase price when the goods are purchased and the assessment is reviewed on an ongoing basis. Rebates
receivable are accounted for on a net basis, being set off against the accounts payables to which they relate,
as they are a reduction in the amount owed to suppliers in respect of pharmaceutical products purchased.

Cash and cash equivalents

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

For the purpose of preparing the Company’s financial statements, cash flows, cash and cash equivalents
consist of cash in hand and at banks and other short-term liquid investments, if any, with original maturities
of 3 months or less from purchase date.

Provisions

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

Employees’ termination benefits

The Company operates a defined benefit plan for employees in accordance with Saudi Labor Law as defined
by the conditions stated in the laws of the Kingdom of Saudi Arabia. The cost of providing the benefits under
the defined benefit plan is determined using the projected unit credit method.

Re-measurements for actuarial gains and losses are recognized immediately in the statement of financial
position with a corresponding credit to retained earnings through other comprehensive income in the period
in which they occur. Re-measurements are not reclassified to profit or loss in subsequent periods.
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2.20

2.21

Summary of significant accounting policies - continued
Past service cost are recognized in profit or loss on the earlier of:

# The date of the plan amendment or curtailment, and
e  The date the Company recognizes related restructuring costs

Net special commission income is calculated by applying the discount rate to the net defined benefit liability.
The Company recognizes the following changes in the net defined benefit obligation in the statement of profit
or loss:

e Service costs comprising current service costs, past service costs, gains and losses on curtailments
and non-routine settlements (under administrative expenses)
® Net special commission expense or income {under borrowing facility cost and charges)

Zakat

The Company is subject to Zakat in accordance with the regulations of the General Authority of Zakat and
Tax (“GAZT™). Zakat provision is estimated and charged to the statement of profit or loss. Any difference in
the estimations is recorded when the final assessment is approved at which time the provision is adjusted. On
the finalization of Zakat assessment, additional Zakat due will be accounted for in the year in which the
assessment is finalized.

Trade payables and accruals

Liabilities are recognized for amounts to be paid in the future for goods and services received whether billed
by the supplier or not. Trade payables are classified as current liabilities if payment is due within one year or
less (or in the normal operating cycle of the business if longer). If not, they are presented as non-current
liabilities. Trade payables are recognized initially at fair value and subsequently measured at amortized cost
using the effective interest method.

First-time adoption of IFRS

For all periods up to and including the year ended 31 December 2016, Al-Hammadi Company for
Development and Investment prepared its financial statements based on the accounting standards
promulgated by the Saudi Organization of Certified Public Accountant “SOCPA”. These financial statements
for the year 2017 are the first the Company has prepared in accordance with IFRS.

Accordingly, the Company has prepared financial statements that comply with IFRS “as endorsed by
SOCPA™, together with the comparative period data for the year ended 31 December 2016, as described in
the summary of significant accounting policies. In preparing the financial statements, the Company’s opening
statement of financial position was prepared as at 1 January 2016, the Company’s date of transition to IFRS.
This note explains the principal adjustments made by the Company in restating its Saudi GAAP financial
statements, including the statement of financial position as at 1 January 2016 and the financial statements for
the year ended 31 December 2016.
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First-time adoption of IFRS - continued
Exemptions applied

IFRS 1 allows first-time adopters certain exemptions from the retrospective application of certain
requirements under IFRS.

The Company has applied the following exemptions:
= The Company has applied the transitional provisions of IFRIC 4 Defermining whether an
Arrangement Contains a Lease and has assessed all arrangements based upon the conditions in place
as at the date of transition.

# The Company has applied the requirements in TAS 39 and IAS 20 prospectively to government loans
existing at the date of transition to IFRS, and has used its Saudi GAAP carrying amount of the loan
at the date of transition as the carrying amount of the loan in the opening IFRS financial statement
of financial position

Estimates

The estimates at 1 January 2016 and 31 December 2016 are consistent with those made for the same dates in
accordance with Saudi GAAP (after adjustments to reflect any differences in accounting policies) apart from
the following items where application of Saudi GAAP did not require estimation:

e Pensions and other post-employment benefits;

The estimates used by the Company to present these amounts in accordance with IFRS *“as endorsed by
SOCPA? reflect conditions at 1 January 2016, the date of transition to IFRS, and as at 31 December 2016.
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Note Saudi GAAP Re-measurements IFRS as at1l
as at 1 January January 2016
2016
SAR SAR SAR
Assets
Non-current assets
Property and equipment 1,555,688,017 - 1,555,688,017
Current assets
Inventories 27,222,231 27,222,231
Trade receivables 248,877,852 248,877,852
Prepayments and other assets 14,135,766 14,135,766
Amounts due from related parties 546,895 546,895
Cash and cash equivalents 89,343,477 - 89,343,477
380,126,221 - 380,126,221
Total assets 1,935,814,238 - 1,935,814,238
Equity and liabilities
Equity
Share capital 1,200,000,000 1,200,000,000
Statutory reserve 14,592,866 14,592,866
Retained earnings B 171,535,481 1,730,300 173,265,781
Total equity 1,386,128,347 1,730,300 1,387,858,647
Non-current liabilities
Long-term loans A 275,739,325 (44,012,842) 231,726,483
Employees’ termination benefits B 32,591,996 (1,730,300) 30,861,696
Government grants A - 38,843,856 38,843,856
308,331,321 (6,899,286) 301,432,035
Current liabilities
Trade payables 36,365,075 - 36,365,075
Accrued expenses and other liabilities A 44397286 {626,267) 43,771,019
Amounts due to related parties 559,630 - 559,630
Long-term loans A 150,000,000 2,834,969 152,834,969
Government grants A - 2,960,284 2,960,284
Zakat payable 10,032,579 - 10,032,579
241,354,570 5,168,986 246,523,556
Total liabilities 549,685,891 (1,730,300) 547,955,591
Total equity and liabilities 1,935,814,238 - 1,935,814,238
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3.

Assets
Non-current assets
Property and equipment

Current assets

Inventories

Trade receivables

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

Total assets

Equity and liabilities
Equity

Share capital
Statutory reserve
Retained earnings

Total equity

Non-current liabilities
Long-term loans

Employees’ termination benefits
Government grants

Current liabilities
Trade payables

Accrued expenses and other liabilities

Amounts due to related parties
Short-term revolving loan
Long-term loans

Government grants

Zakat payable

Total liabilities
Total equity and liabilities

First-time adoption of IFRS - continued

Note

> >

Saudi GAAP Re-measurements IFRS as at 31
as at 31 December 2016
December
2016
SAR SAR SAR
1,647,674,677 2,873,904 1,650,548,581
32,104,516 32,104,516
430,470,509 - 430,470,509
16,503,711 - 16,503,711
248,309 - 248,309
12,606,666 - 12,606,666
491,933,711 - 491,933,711
2,139,608,388 2,873,904 2,142,482,292
1,200,000,000 1,200,000,000
22,060,800 - 22,060,800
148,746,889 (1,160,062) 147,586,827
1,370,807,689 (1,160,062) 1,369,647,627
527,191,513 (156,414,477) 370,777,036
40,483,691 102,496 40,586,187
- 148,471,675 148,471,675
567,675,204 (7,840,306) 559,834,898
37,775,637 - 37,775,637
50,653,540 (3,003,143) 47,650,397
431,448 - 431,448
50,000,000 - 50,000,000
50,000,000 11,428,509 61,428,509
- 3,448,906 3,448,906
12,264,870 - 12,264,870
201,125,495 11,874,272 212,999,767
768,800,699 4,033,966 772,834,665
2,139,608,388 2,873,904 2,142.482,292
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3. First-time adoption of IFRS - continued
Saudi GAAP IFRS for the
Note for the year Re-measurements year ended 31
ended 31 December 2016
December 2016
SAR SAR SAR
Clinics services revenue C 606,240,990 (89,113,741) 517,127,249
Sale of goods - Pharmacy - 89,113,741 89,113,741
Total revenues 606,240,990 606,240,990
Cost of sales B (364,692,467} 577,719 (364,114,748)
Gross profit 241,548,523 577,719 242,126,242
Administrative expenses B (143,457,635) 144,430 (143,313,205)
Other operating income A 1,229,520 2,960,283 4,189,803
Operating profit 99,320,408 3,682,432 103,002,840
Finance charges A B (13,641,066) (5,406,625) (19,047,691)
Profit before Zakat 85,679,342 (1,724,193) 83,955,149
Zakat expense (11,000,000) - {11,000,000)
Profit for the year 74,679,342 {1,724,193) 72,955,149
Other comprehensive loss not to be
reclassified to profit or loss in
subsequent periods:
Re-measurement losses on defined
benefit plans - (1,166,169) (1,166,169)
Total other comprehensive loss not
to be reclassified to profit or loss in
subsequent periods - (1,166,169) (1,166,169)
Total comprehensive income for the 74,679,342 (2,890,362) 71,788,980
year
Earnings per share (Saudi Riyals):
Basic and diluted profit for the year
attributable to ordinary equity holders 0.62 0.02) 0.60
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3. First-time adoption of IFRS - continued

Notes to the reconciliation of equity as at 1 January 2016 and 31 December 2016 and total
comprehensive income for the year ended 31 December 2016

The transition from Saudi GAAP to IFRS has not had a material or significant impact on the statement of cash flows.
Adjustments that impacted equity:
(A)  Loans from the Ministry of Finance

As explained in Note 2.9, the Company has recorded a government grant after fair valuing its interest free loan from
the Ministry of Finance.
The impact arising from the above changes are summarized as follows:

Balance sheet:

31 December 1 January

2016 2016
Property and equipment SAR SAR
Increase in asset (i) 2,873,904 -
Long term loans (non-current liabilities)
Decrease in liability (ii) 156,414,477 44,012,842
Government grants (non-current liabilities)
(Increase) in liability (if) (148,471,675 (38,843,857
Accrued expenses and other liabilities
Decrease in liability (ii) 3,003,143 626,267
Long term loans (current liabilities)
{Increase) in liability (ii) {11,428,509) (2,834,969)
Government grants (current liabilities)
(Increase) in liability (ii) (3,448,906) (2,960,284)
Adjustment to retained earnings - (decrease) (1,057,566) -

Statement of profit or loss:

31 December

2016
Other operating income SAR
Release of government grant (ii) 2,960,283
Finance charges
Interest on loan (ii) (4,017,849)
Adjustment to profit for the year - (decrease) (1,057,566)

(i) Represents capitalization of interest on hospital under construction (Al-Nuzha, see Note 11),
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3. First-time adoption of IFRS continued

(ii) Represents recognition of a government grant that represents the fair value of the interest free loans from the
Ministry of Finance for the construction of hospital buildings and purchase of related medical equipment. The
release of government grant and interest in the statement of profit or loss is for the hospital (AlSuwaidi) that was
capitalized during August 2015. The current / non-current split is based on the application of Note 2.2. The
accrued finance charge has also been reclassified from accrued expenses and other liabilities to long-term loans.

(B) Employees’ termination benefits

Under Saudi GAAP Standards, the Company recorded its liability based on regulatory requirements. In order to
determine the liability under IFRS Standards, the Company performed detailed actuarial valuation. The impact arising
from the change is summarized as follows:

Balance sheet:

31 December | January
2016 2016
SAR SAR

Employees’ termination benefits
{Increase) / decrease in liability (102,496) 1,730,300
Adjustment to retained earnings - decrease/(increase) (102,496) 1,730,300

Statement of comprehensive income:

31 December

2016
Cost of revenne SAR
Current service costs 577,719
Administrative expenses
Current service costs 144,430
Finance charges
Interest expense (1,388,776)
Adjustment to profit for the year - (decrease) (666,627)
Re-measurement loss of employee’s termination benefits (1,166,169)
Adjustment to comprehensive income for the year - (decrease) (1,166,169)

Adjustments that did not impact equity:
{C) Sale of goods - pharmacy

The Company has reclassified the revenue from sale of pharmacy good as a separate line item in the statement of
profit or loss for better presentation. This reclassification has no impact on the retained earnings.

4, Significant accounting judgments, estimates, and assumptions

The preparation of the Company’s financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying

29



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

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

4. Significant accounting judgments, estimates and assumptions - continued

disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could result
in outcomes that require a material adjustment to the carrying amount of the asset or liability affected in future periods.

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

Defined benefit plans (pension benefits)

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

The parameter most subject to change is the discount rate. In determining the appropriate discount rate, management
considers the interest rates of corporate bonds in currencies consistent with the currencies of the post-employment
benefit obligation with at least an ‘AA’ rating or above, as set by an internationally acknowledged rating agency, and
extrapolated as needed along the yield curve to correspond with the expected term of the defined benefit obligation.
The underlying bonds are further reviewed for quality. Those having excessive credit spreads are removed from the
analysis of bonds on which the discount rate is based, on the basis that they do not represent high quality bonds.

The mortality rate is based on publicly available mortality tables for the specific countries. Those mortality tables tend
to change only at intervals in response to demographic changes. Future salary increases and pension increases are
based on expected future inflation rates for the respective countries.

Provision for doubtful debis

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 the receivables. Significant financial
difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganization, and default or
delinquency in payments are considered indicators that the trade receivable is impaired.

For significant individual amounts, assessment is made at individual basis. Amounts which are not individually
significant, but are overdue, are assessed collectively and a provision is recognized considering the length of time
considering the past recovery rates.

Impairment of non-financial assets

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

The recoverable amount is most sensitive to the discount rate used for the DCF model as well as the expected fiture
cash-inflows and the growth rate used for extrapolation purposes.

Financing lease commitments — as a lessee

The Company has entered into lease arrangements with vendors. The Company has determined, based on an
evaluation of the terms and conditions of the arrangements, such as the lease term constituting a substantial portion
of the economic life of the leased asset and the present value of the minimum lease payments amounting to
substantially all of the fair value of the leased asset, that it retains all the significant risks and rewards of ownership
of these properties and accounts for the contracts as finance Jeases.

5. Segment Information

The Company’s operations are principally comprised of one operating segment, which is the health-care services as
of the date of the accompanying financial statements. Accordingly, segment information is not applicable.
Furthermore, all of the Company’s operations are conducted in Saudi Arabia.

6. Clinics services revenue, net

2017 2016

SAR SAR

Medical services 355,344,633 350,919,103
In-patients rooms’ charges 132,292,687 77,937,098
Clinical laboratory 128,510,110 95,958,739
Radiology 91,008,082 69,276,932
Physical therapy 8,789,358 19,697,760
Unbilled revenues 340,087 6,259,783
716,284,957 620,049,415

Discounts {125,440,812) (102,922,166)
590,844,145 517,127249

7. Cost of revenue

Note 2017 2016
SAR SAR
Salaries and related benefits 256,661,598 206,868,558
Medical costs 128,599,979 90,640,561
Depreciation 11 42,434,076 42,697,920
Utilities bills 12,061,141 11,201,289
Repairs and maintenance 7,108,518 4,056,008
Others 2,806,497 8,650,412
449,671,809 364,114,748

31



Al Hammadi Company for Development and Investment

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2017

8. Administrative expenses

Salaries and related benefits
Provision for doubtful debt
Depreciation

Rents

Fuel

Repairs and maintenance
Insurance

Professional services
Donation

Cther

9. Other operating income

Insurance fire claim

Rental income

Government grants released
Other income

10. Earnings per share

Note 2017
SAR

52,399,365
39,269,365
11 10,608,519
9,524,381
2,455,034
2,293,622
1,817,482
466,000
412,750
8,486,760
127,733,278

2017
SAR

6,809,837
498,600
3,658,693
395,934
11,363,064

2016
SAR

61,350,378
46,890,675
10,674,480
7,138,652
766,278
2,832,987
1,812,818
1,230,750
1,478,763
9,137,424

143,313,205

2016
SAR

138,150
2,960,283
1,091,370

4,189,803

Basic carnings per share (EPS) is calculated by dividing the profit for the year attributable to ordinary equity holders
by the weighted average number of ordinary shares outstanding during the year. Diluted earnings per share is the same
as the regular or basic earnings per share as the Company does not have any convertible secutities or diluted

instruments to exercise.

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

Profit for the year

Weighted average number of ordinary shares

Basic and diluted earmnings per share

2017 2016

SAR SAR
107,964,805 72,955,149
120,000,000 120,000,000
0.90 0.61
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11. Property and equipment continued
Land and buildings

Land and buildings illustrated above basically include a part of a land with a value of SR 152.5 million, pledged as a
collateral for a long-term loan from the Ministry of Finance.

Assets under construction

The Company started the construction of a hospital project in 2012. This project is completed in February 2018. The
carrying amount of the hospital project, including the land of the project, at 31 December 2017 was SR 825 million
(31 December 2016 SR 748.5 million, and 1 January 2016: S8R 469.3). The facilities under construction will be
recognized in ‘buildings’ and other assets categories after completion.

The construction work in progress is financed through the Initial Public Offering “IPO” proceeds, loan from Ministry
of Finance and loans from local commercial banks, The amount of borrowing costs capitalized during the year ended
31 December 2017 was SR 5.8 million (31 December 2016 SR 3.2 million, and 1 January 2016: SR 2.3 million). The
rate used to determine the amount of borrowing costs eligible for capitalization was 2.95%, which is the effective
interest rate of the specific borrowing,

In the opinion of management, there has been no impairment in the carrying value of the Company’s property and
equipment as at 31 December 2017 (31 December 2016: SR Null, and 1 January 2016: SR Null).

The allocation of depreciation expenses between cost of revenue and administrative expenses is as follows:

2017 2016
SAR SAR
Cost of revenue 42,434,076 42,697,920
Administrative expenses 10,608,519 10,674,480
31 December 53,042,595 53,372,400
12. Inventories

2017 2016 As at 1 January 2016
SAR SAR SAR
Pharmaceuticals and cosmetics 10,933,762 11,396,563 12,951,325
Medical equipment and consumablcs 16,288,866 18,183,199 12,171,774
Non-medical tools and supplies 2,238,114 2,112,293 1,953,492
Spare parts and consumables not for sale 260,947 412,461 145,640
29,721,689 32,104,516 27,222231

13. Trade receivables
2017 2016 As at 1 January 2016
SAR SAR SAR
Trade receivables — billed 286,935,263 466,632,832 248,655,937
Trade receivables not yet billed 340,087 6,259,783 22,141,905
287,275,350 472,892,615 270,797,842
Provision for doubtful debts (34,839,047) {42,422,106) (21,919,990)
252,436,303 430,470,509 248,877,852
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13. Trade receivables continued
Neither past
due nor More than
Total impaired 30-60days 61-90days 91-180days 180 days
SAR SAR SAR SAR SAR SAR
31 December 2017 286,935,263 72,417,714 33,934,473 28,326,880 143,123,898 9,132,298
31 December 2016 466,632,832 128,632,077 33,366,816 13,778,002 145,395,705 145,460,232
Asat 1 January 2016 248,655,937 45,112,246 39,095,010 20,686,074 137,913,279 5,849,328

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable. It is not the practice of
Company to obtain collateral over receivables and they are therefore unsecured. Amounts written off during the year
relate to individually identified accounts that are considered to be irrecoverable.

A majority of the receivables that are past due but not impaired are from government-linked entities which are
inherently slow payers due to their long invoice verification and approval of payment procedures. Payments continue
to be received from these customers and accordingly the risk of non-recoverability is considered to be low.

As at 31 December 2017, approximately 95 % of the Company’s trade receivables’ balance was due from various
governmental and insurance entities (31 December 2016: 95%, 1 January 2016; 92%),

The Company’s credit terms require receivables to be repaid within 30-90 days depending on the type of customer,
which is in line with healthcare industry. Due to short credit period offered to customers, a significant amount of trade
receivables are neither past due nor impaired.

The summary for the movement of provision for doubtful debts is as follows:

2017 2016

SAR SAR

1 January 42,422,106 21,919,990

Additions 39,269,365 46,890,675

Bad debts written off (46,852,424) (26,388,559

31 December 34,839,047 42,422,106
14. Prepayments and other assets

2017 2016 As at 1 January 2016

SAR SAR SAR

Advances to suppliers 37,280,343 11,406,196 9,932,897

Prepaid rents, medical insurance and visa 5,965,721 2,572,425 2,477,069

Margin of 1/G and L/C 1,227,917 - -

Recoverable deposits 227457 227,457 144,662

Advances to employees - 2,098,178 1,196,181

Other 57,454 199,455 384,957

44,758,892 16,503,711 14,135,766
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15, Related party transactions and balances

The Company in the normal course of business carries on business with other enterprises and individuals that fall
within the definition of a related party contained in IFRS. These transactions are carried out in normal course of the
business and are measured at exchange amounts, being the amounts agreed by both parties. The transactions are made
at terms equivalent to those that prevail in arm’s length transactions, Outstanding balances at the year-end are
unsecured, interest free and settled in cash. There have been no guarantees provided or received for any related party
receivables or payables, For the year ended 31 December 2017, the Company has not recorded any impairment of
receivables relating to amounts owed by related parties (2016: Null, 1 January 2016: Null). This assessment is
undertaken each financial year by examining the financial position of the related party and the market in which the
related party operates.

During the ordinary course of business, the Company engaged in several significant transactions with related parties
(i.e., major shareholders of the Company) as illustrated below:

2017 2016

SAR SAR
Completed works for capital work in progress from a
construction company owned by a shareholder 192,255,936 120,634,945
Compensation to key management personnel 5,168,993 5,082,593
Purchased from a company owned by a shareholder 3,226,113 3,523,271
Rental expense paid to relatives of shareholders 630,000 630,000
Clinical services rendered to shareholders 389,279 221,145
Rental expense paid to shareholders 4,547,000 855,000

Significant year-end balances from transactions with related parties are as follows:

2017 2016 As at 1 January

2016

SAR SAR SAR

Amounts due from related parties 389,280 248,309 546,895

Amounts due to related parties 262,829 431,448 559,630
16. Cash and cash equivalents

2017 2016 As at 1 January

2016

SAR SAR SAR

Cash in hand 753,495 1,081,131 1,613,523

Cash at banks 177,521,806 11,525,535 87,729,954

178,275,301 12,606,666 89,343,477

17. Share capital

Share capital of the Company is 1,200,000,000 SR consists of 120,000,000 fully paid ordinary shares with a par value
of SR 10 (31 Dec., 2016: SR 1,200,000,000, 1 January 2016: SR 1,200,000,000).
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18. Statutory reserve

In accordance with Saudi Regulations for Companies and the Company’s By-Laws, 10% of the annual net income is
required to be transferred to a statutory reserve until it reserves equals 30% of the capital. This statutory reserve is not
available for distribution to shareholders currently. During the year ended December 31, 2017 an amount of Saudi
Riyals 10,796,481, (31 December 2016: SAR 7,467,934), was transferred to the statutory reserve in accordance with
Article No. 98 of Saudi Regulations for Companies.

19, Dividends

At its meeting held on 8 Rabea II 1439H (corresponding to 26 December 2017), the Company's Ordinary General
Meeting approved the recommendation of the Board of Directors on its meeting held on 22 Rabea Awal
(corresponding to 10 December 2017) to distribute a cash dividend of SR 90 million for 2017 at 0.75 riyals (75 halalas)
per share (2016: Null).

20, Employees’ Termination Benefits

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

a) Amount recognized in the statement of financial position:
2017 2016 1 January 2016
SAR SAR SAR
Present value of defined benefit obligation 50,100,456 40,586,187 30,861,696
h) Benefit expense (recognized in statement of profit or loss):
2017 2016
SAR SAR
Current service cost 12,925,677 10,739,691
Special commission cost 1,724,913 1,388,776
Benefit expense 14,650,590 12,128,467
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20. Employees’ Termination Benefits - continued
c Movement in the present value of defined benefit obligation:
1 January
2017 2016 2016
SAR SAR SAR
Present value of defined benefit obligation at beginning of the
year 40,586,187 30,861,696 18,953,850
Charge recognized in statement of profit or loss:
Current service cost 12,925,677 10,739,691 16,039,540
Special commission cost 1,724,913 1,388,776 -
Actuarial loss on defined benefit plan recognized in the
statement of comprehensive income 519,721 1,166,169 (1,730,300)
Benefits paid (5,656,042) (3,570,145) (2,401,394)
Present value of defined benefit obligation at end of the year 50,100,456 40,586,187 30,361,696
d} Principal actuarial assumptions:
2017 2016 1 January 2016
SAR SAR SAR
Discount rate 4.5 % 4.5% 4.5%
Salary increase rate 3% 3% 3%
Retirement age 60 years 60 years 60 years
21. Government grants
2017 2016
SAR SAR
At 1 January 151,920,581 41,804,140
Received during the year 24,459,551 113,076,724
Government grants release __ (3,658,693) (2,960,283)
At 31 December 172,721,439 151,920,581
2017 2016 As at | January 2016
SAR SAR SAR
Current 3,952,401 3,448,906 2,960,284
Non-current 168,769,038 148,471,675 38,843,856
172,721,439 151,920,581 41,804,140

On July 2015, the Company obtained a free interest loan from the Ministry of Finance to fund the construction of the
new hospital in Al Nuzha area and the purchase of the indispensable medical and non-medical equipment. The

conditions and contingencies attached to these grants has been met.
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22, Commitments and contingencies

Operating lease commitments — the Company as a lessee

The Company has entered into commercial leases on housing accommodation. The lease terms are between 2016 and
2018 years. The Company has the option, under some of its leases, to lease the assets for additional terms of 2019 to
2021 years. Future rental payments (rentals payable) under non-cancellable operating leases are:

2017 2016 As at ! January 2016

Million SR Million SR Million SR

2017 = 3.7 1.3
2018 13.1 1.1 0.25
2019 10.9 0.95 .12

Operating lease commitments — the Company as a lessor

The Company has entered into contractual arrangements whereby it provides certain trademarks a particular space
within its premises for pre-specified rental payments. These agreements take the form of an operating lease that include
contingent rents to be recognized as income during the period.

Future rentals receivable under non-cancellable operating leases are:

2017 2016 As at 1 January 2016

SAR SAR SAR

Within one year 498,600 138,150 1,676,350

After one year but not more than five years 6,248,000 6,248,000 6,688,000

More than five years 7,810,000 7,810,000 8,360,000
23. Long-term loans

2017 2016 1 January 2016

SAR SAR SAR

Loans from Ministry of Finance 195,704,303 137,881,732 47,061,452

Loans from commer¢ial banks 321,602,077 344,323,813 337,500,000

517,306,380 482,205,545 384,561,452

Current portion 40,000,000 111,428,509 152,834,969

Non-current portion 477,306,380 370,777,036 231,726,483

23.1 Loan from Ministry of finance

On 18 September 2013, The Company obtained a loan from the Ministry of Finance to fund the construction of the
new hospital in Al-Suwaidi area and the purchase of the indispensable medical and non-medical equipment. This loan
qualifies to be considered as government grant because the Ministry of Finance represent a governmental body and
provides the Company with a zero interest loan. The value of the loan is 149.1 million SR. The Company has utilized
it in full as at 31 December 2017 (31 December 2016: SAR 144.2 million, and 1 January 2016: SAR 88.2 million).
The installments are determined in light of how much of the total value of the grant is actually spent at the end of the
duration of this agreement after dividing the total disbursements on twenty equal annual installments. The maturity of
the first installment will be after five years from the date of signing the arrangement. This loan is in Saudi Riyals
without any financing commissions and is collateralized by a mortgage of the property and equipment of Al-Hammadi
Hespital in Al-Suwaidi.
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23, Long-term loans - continued

On 19 January 2015, the Company signed another financing agreement with the Ministry of Finance to fund the
building of the housing compound related to Al-Suwaidi Hospital project. The value of the loan is SR 27.5 million of
which the Company has utilized it in full as at 31 December 2017 (31 December 2016: SR 27.5 millien, and 1 January
2016: Null). The loan is to be repaid over twenty equal annual installments after a grace period of five years.

On 9 July 2015, the Company signed a third financing agreement with the Ministry of Finance to fund part of the
construction and furnishing costs of the hospital in Al-Nuzha. This loan amounted SR 197.6 million and does not
carry any financing commissions of which the Company has utilized SR 182.9 million as at 31 December 2017 (31
December 2016: SR Null, 1 January 2016: Null). The loan is to be repaid over twenty equal annual installments after
a grace period of five years.

23.2 Loan from commercial banks

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

2017 2016 | January 2016
SAR SAR SAR
2016 = - 262,500,000
2017 : 287,500,000 75,000,000
2018 40,000,000 16,823,813 -
2019 144,000,000 40,000,000 -
After that 137,602,077 - -
321,602,077 344,323,813 337,500,000

During the year ended 31 December 2017, the Company capitalized financial charges amounted to SR 5.8 million (31
December 2016: SR 3.2 million, and 1 January 2016: SR 2.3 million). Finance expense charged for the year amounted
to SR 19,6 million (31 December 2016: SR 19 million).

24, Zakat
24.1 Components of Zakat base:

The significant components of the Company’s Zakat base, which are subject to certain adjustments under Zakat and
income tax regulations endorsed and followed in Saudi Arabia are as follows:

2017 2016
Calculation of Zakat base: SAR SAR
Shareholders’ equity at the beginning of the year 1,369,647,627 1,386,128,347
Non-current assets (1,798,006,686) (1,738,087,138)
Non-current liabilities and others 731,693,088 666,312,420
Adjusted net income 180,792,068 150,593,213
Estimated Zakat base for the Company 484,126,097 464,946,842
Higher of Zakat base or adjusted net income 484,126,097 464,946,842
Zakat at 2.5% 12,103,152 11,623,672
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24, Zakat - continued

24.2 Provision for Zakat:

2017 2016

SAR SAR
Balance as at January 1 12,264,870 10,032,579
Provision for the year 12,103,152 11,000,000
Adjustments related to prior years 2,947,325 -
Payments during the year (15,212,195) (8,767,709)
Balance as at December 31 12,103,152 12,264,870

24.3 Status of final assessment (as at 31 December 2017):

The Company has filed zakat returns on the basis of its own financial statements with the GAZT for all years up to 31
December 2016. It has obtained final zakat assessments from GAZT for all years through the year ended 31 December
2012,

25, Financial assets and financial liabilities
Financial instruments risk management objectives and policies

The main financial instruments carried on the Company’s statement of financial position include cash and cash
equivalents, accounts receivables and other current assets, due from related parties, accounts payables, loans, due to
related parties, accrued liabilities and other current liabilities. The main purpose behind the Company’s financial
liabilities is to [inance the operations and to provide guarantees to support the operations.

The Company’s activities exposed it to various risks. These risks are: Market risk (which includes: Currency risk, fair
value and cash flow interest rate risks and price risk), Credit risk and Liquidity risk. The Company’s senior
management oversees the management of these risks. The Company’s senior management is supported by a financial
risk committee that advises on financial risks and the appropriate financial risk governance framework for the
Company. The financial risk committee provides assurance to the Company’s senior management that the Company’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 policies for managing each of these risks, which are summarized below.

Moarket Risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 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 foreign exchange rates. The
Company’s transactions are principally in Saudi Riyals and US Dollars. As the Saudi Riyal is pegged to US Dollar,
the Company does not have significant exposure to currency risk. The Company has also some transactions in EURO
which were not significant as at 31 December 2017 (31 December 2016 and 1 January 2016).

Fair value and cash flow interest rate risks: the exposures to various risks associated with the effect of fluctuations in
the prevailing interest rates on the Company’s financial positions and cash flows. The Company monitors the
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25, Financial assets and financial liabilities - continued

commission rate fluctuations on a continuous basis and acts accordingly. The Company’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 fluctuate as a result of changes in market prices,
whether those changes are caused by factors specific to the individual instrument or its issuer or factors affecting all
instruments traded in the market. The Company is currently not exposed to price risk as it has no investments in
marketable securities.

Credit Risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Company places its cash with banks that have sound credit ratings. Accounts
receivables and due from related parties are carried net of provision for doubtful debts.

Liguidity Risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments associated
with financial instruments. Liquidity risk may result from an ingbility to sell a financial asset quickly at an amount
close to its fair value. Liquidity risk is managed by monitoring on a regular basis that sufficient funds are available
through committed credit facilities to meet any future commitments.

26. Standards issued but not yet effective

The standards that are issued, but not yet effective, up to the date of issuance of the Company’s financial statements
are listed below. The Company intends to adopt these standards, if applicable, when they become effective.

IFRS 9 Financial instruments
IFRS 9 was issued in July 2014, the standard includes the following:

a) Requirements of the impairment of financial assets.
b) Limited adjustments on classification and measurement requirements.

The standards contains requirements in the following areas:

- Classification and measurement: Financial assets are classified by reference to the business model within
which they are held and their contractual cash flow characteristics.
Impairment: The standard introduces an ‘expected credit loss” model for the measurement of the impairment
of financial assets.

- Hedge accounting: Introduces a new hedge accounting model that is designed to be more closely aligned
with how entities undertake risk management activities when hedging financial and non-financial risk
exposures.

Either a full or modified retrospective application is required for annual periods beginning on or after] January 2018
with early adoption permitted.
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26. Standards issued but not yet effective - continued
IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to revenue arising from
contracts with customers. Under IFRS 15 revenue is recognized at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for transferring goods or services to a customer. The principles in IFRS
15 provide a more structured approach to measuring and recognizing revenue. The new revenue standard is applicable
to all entities and will supersede all current revenue recognition requirements under IFRS. Either a full or modified
retrospective application is required for annual periods beginning on or afterl January 2018 with early adoption
permitted. The Company is currently assessing the impact of IFRS 15 and plans to adopt the new standard on the
required effective date.

IFRS 16 Leases

IFRS 16 was issued in January 2016 and IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4
Determining whether an Arrangement contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the
Substance of Transactions Involving the legal Form of a lease.

IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases and requires lessees
to account for all leases under a single on-statement of financial position model similar to the accounting for finance
leases under IAS 17.

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

Lessees will be also required to re-measure the lease liability upon the occurrence of certain events (e.g., a change in the
lease term, a change in future lease payments resulting from a change in an index or rate used to determine those
payments). The lessee will generally recognise the amount of the re-measurement of the lease liability as an adjustment
to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under IAS 17. Lessors will continue
to classify all leases using the same classification principle as in IAS 17 and distinguish between two types of leases:
operating and finance leases.

IFRS 16 also requires lessees and lessors to make more extensive disclosures than under IAS 17. IFRS 16 is effective
for annual periods beginning on or after 01 January 2019. Early application is permitted, but not before an entity
applies [FRS 15. A lessee can choose to apply the standard using either a full retrospective or a modified retrospective
approach. The standard’s transition provisions permit certain reliefs.
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27, Subsequent events

*  The Company got Ministry of Health approval on 14/05/1439H corresponding to 31/01/2018G to commence the
commercial run of the AlHammadi Hospital Nuzha Branch. Whereas, all required medical and construction
systems tests were successfully completed, and all required medical and administrative staff have been provided.
Accordingly, AlHammadi Hospital Nuzha Branch started accepting patients on 27/05/1439H correspending to
13/02/2018G. 1t is worth noting that the Company will start operating 120 beds and will gradually increase the
number of utilized beds.

The Management expects the financial impact of the operation of AlHammadi Hospital Nuzha Branch during the

year 2018G to be as follows:

1. Increase in number of outpatient clinics from 138 clinic to 202 clinic,

2. Increase in beds capacity from 728 bed to 1378 bed.

3. Full financial impact shall start in Q1 2018.

4. Growth in total revenue by 10%.

5. Estimated negative EBITDA (operating losses before depreciation and amortization) amounting to SAR 18
million for Al Hammadi Hospital Nuzha Branch, with an expected breakeven in Q4 2019,

*  The Company signed the Share Purchase Agreement with Medical Support Services Company (the Target) on
14/05/1439H corresponding to 31/01/2018 to acquire 100% equity in the Target for SR 48 million. It is worth
noting that there are no related parties involved in this transaction, and the acquisition will be funded using the
Company internal cash flows.

The Share Purchase Agreement includes the necessary statutory, contractual arrangements and required
regulatory approvals from all concemed parties, including the Ministry of Commerce and Investment, to
commence the process of transferring the ownership of the shares and finalize the acquisition. The financial
impact of the acquisition will show in the financial results of Q1 2018. The Company completed the acquisition
and the purchase and the transfer of ownership,

28. Approval of the financial statements

The financial statements have been approved by the board of directors on 12 Rajab 1439H corresponding to 29 March
2018G.
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