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Auditor's report

To: The Shareholders of Cleopatra Hospital S.A.E.

Report on the separate financial statements

We have audited the accompanying separate financial statements of Cleopatra Hospital S.A.E. which
comprise the separate financial position as at 31 December 2017 and the separate statements of
income, other comprehensive income, changes in equity and cash flows for the fiscal year then ended,
and a summary of significant accounting policies and other notes.

Management’s responsibility for the separate financial statements

These separate financial statements are the responsibility of the Company’s management.
Management is responsible for the preparation and fair presentation of these separate financial
statements in accordance with Egyptian Accounting Standards and in light of the prevailing Egyptian
laws. This responsibility includes designing, implementing and maintaining internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error. Management's responsibility also includes selecting and
applying appropriate accounting policies and making accounting estimates that are reasonable in the
circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these separate financial statements based on our audit.
We conducted our audit in accordance with Egyptian Standards on Auditing and in light of the
prevailing Egyptian laws. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance that the separate financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the separate financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the separate financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Company’s preparation and fair presentation of the separate financial statements 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. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the separate financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion on these separate financial statements.

Mansour & Co. PricewaterhouseCoopers, Public Accountants & Consultants
Plot no 211, Second Sector, City Center, New Cairo 11835, Egypt, PO Box 170 New Cairo
T: +20 (0) 2 2759 7700, F: +20 (0) 2 2759 7711, WWW.pWC.COIM
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The Shareholders of Cleopatra Hospital S.A.E.
Page 2

Opinion

In our opinion, the separate financial statements referred to above present fairly, in all material
respects, the separate financial position of Cleopatra Hospital S.A.E. as at 31 December 2017, its
financial performance, and its separate cash flows for the fiscal year then ended in accordance with
the Egyptian Accounting Standards and in light of the related Egyptian laws and regulations.

Report on other legal and regulatory requirements

The Company maintains proper financial records, which includes all that is required by the law and
the Company’s statutes, and the accompanying financial statements are in agreement therewith. The
inventory counts were taken by the management in accordance with proper principles.

The financial information included in the Board of Directors’ report is prepared in accordance with
law No. 159 of 1981 and its executive regulations, is in agreement with Company’s accounting
records, within the limits that such information recorded therein.
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CLEOPATRA HOSPITAL COMPANY (S.A.E.)

Separate statement of financial position - At 31 December 2017

(All amounts in Egyptian Pounds)

Assets

Non-current assets

Fixed assets

Investments in subsidiaries

Advance payment for investment
Total non-current assets

Current assets

Inventories

Trade receivables

Due from related parties

Debtors and other debit balances

Cash on hand and at banks
Total current assets

Total assets

Equity

Share capital

Reserves

Retained earnings

Total equity

Liabilities

Non-current liabilities

Creditors and other credit balances - non-current
Non-current portion of borrowings
Employees incetive plan

Deferred income tax liabilities
Total non-current liabilities

Current liabilities
Provisions
Due to related parties
Creditors and other credit balances
Current portion of borrowings
Current income tax liabilities
Total current liabilities
Total liabilities
Total equity and liabilities

ng notes on pages 8 - 3W these ﬁnancialsmte/?
‘ NN

Note 2017 2016
5 87,711,987 61,887,476
605,802,759 605,189,399
7 143,550,000 -
837,064,746 667,076,875
8 11,858,077 20,225,249
9 79,264,631 52,029,720
27 19,191,762 148,513
10 5,872,817 13,071,608
11 920,931,537 344,510,600
1,037,118,824 429,985,690
1,874,183,570 1,097,062,565
16 800,000,000 100,000,000
17 344,971,887 372,458,689
212,895,656 138,391,561
1,357,867,543 610,850,250
13 - 6,715,580
14 276,303,047 325,977,549
15 24,821,000 -
24 3,698,584 1,230,017
304,822,631 333,923,146
12 6,422,588 7,775,760
27 - 037,945
13 118,701,673 83,018,846
14 75,633,320 45,137,251
24 10,735,815 15,419,367
211,493,396 152,289,169
516,316,027 486,212,315
1,874,183,570 1,097,062,565

1 as

sap Ahmed—— Dp‘Abp
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22 Febrpary 2018
Auditor's report is attached




CLEOPATRA HOSPITAL COMPANY (S.A.E.)

Separate statement of profit or loss - For the year ended 31 December 2017

(All amounts in Egyptian Pounds)

Operating revenue

Less:
Operating costs
Gross profit

Add / (Less)
General and administrative expenses

Aqusition costs
Provisions
Other income
Finance income

Finance expenses
Profit for the year before income tax

Current tax
Deferred tax

Profit after income tax

Earnings per share

The accompanying notes on pages 8 - 37 from an integral part of these financial statements

Note 2017 2016
18 492,799,983 379,887,142
19 (305,748,233) (240,333,004)

187,051,750 139,554,138

20 (52,393,588) (37,917,954)
(5,332,453) (1,634,586)

12 (2,373,204) (1,882,837)
22 3,015,729 1,917,507
23 51,061,328 19,271,728
23 (72,640,708) (57,225,204)
108,388,854 62,082,792

24 (23,374,321) (15,436,243)
25 (2,468,567) 181,499
82,545,966 46,828,048

2% 0.41 0.32




CLEOPATRA HOSPITAL COMPANY (S.A.E.)

Separate statement of comprehensive income - For the year ended 31 December 2017

(All amounts in Egyptian Pounds)

2017 2016
Profit for the year 82,545,966 46,828,048
Other comprehensive income . -
Comprehensive income for the year 82,545,966 46,328,048

The accompanying notes on pages 8 - 37 from an integral part of these financial statements



CLEOPATRA HOSPITAL COMPANY (S.A.E.)

Separate statement of changes in equity - For the year ended 31 December 2017

(All amounts in Egyptian Pounds)

Balance at 1 January 2016
Dividends for the year
Increase in share in capital
Other reserves

Comprehensive income for the year
Balance at 31 December 2016

Balance at 1 January 2017
Dividends for employees

Increase in share in capital
Other reserves
Comprehensive income for the year

Balance at 31 December 2017

The accompanying notes on pages 8 - 37 from an integral part of these financial statements

Retained
Capital Reserves earnings Total

80,000,000 13,827,660 106,194,741 200,022,401
. - (11,397,561)  (11,397,561)

20,000,000 - - 20,000,000

- 358,631,029 (3,233,667) 355,397,362

- - 46,828,048 46,828,048

100,000,000 372,458,689 138,391,561 610,850,250

100,000,000 372,458,689 138,391,561 610,850,250
- - (8,041,871) (8,041,871)

700,000,000 - - 700,000,000
- (27.,486,802) - (27,486,802)

- - 82,545,966 82,545,966

800,000,000 344,971,887 212,895,656 1,357,867,543




CLEOPATRA HOSPITAL COMPANY (S.A.E.)

Separate statement of cash flows - For the year ended 31 December 2017

(All amounts in Egyptian Pounds)

Note 2017 2016
Cash flows from operating activities
Profit before tax 108,388,854 62,082,792
Adjustments to reconcile net income to cash flows from operating
activities
Fixed assets depreciation 5 9,018,359 6,731,321
Fixed asscts write-off 5 732,369 -
Profit from sale of fixed assets 22 (1,148,194) =
Impairment no longer required of trade receivables 9 (4,578,538) (4,253,177)
Impairment write-off of trade receivables 9 (5,328,058) (1,164,486)
Impairment of trade receivables 9 5,807,600 6,513,605
Provisions formed 12 6,531,690 2,056,134
Provisions utilized 12 (3,726,376) (286,094)
Provisions no longer required 12 (4,158,486) (173,297)
Interests and commissions 23 72,601,487 57,225,204
Interest income 23 (51,061,328) (19,092,877)
Employee incentive plan 15 24,821,000 =
Income {ax paid 24 (28,057,873) (20,620,186)
Operating profits before changes in assets and liabilities 129,842,506 89,018,939
Changes in assets and liabilities
Change in inventories 8 8,367,172 (12,355,677)
Change in trade receivables 9 (23,135,915) (13,190,486)
Change in related parties 27 (19,043,249) (136,783)
Change in debtors and other debit balances 10 4,971,623 (36,419,235)
Change in creditors and other credit balances 13 620,286 16,129,787
change in accrual to related parties (937,945) -
Net cash flows generated from operating activities 100,684,4"-7-5 43,046,545
Cash flows from investing activities
Payments for purchase of fixed assets 5 (30,356,9535) (3,858,960)
Payments for projects under construction 5 (5,376,940) (2,957,670)
Advance payment for purchase of fixed assets (1,771,000) .
Proceeds from sale of fixed assets 1,306,850 1,900
Proceeds from bonds = 38,080
Interests received 54,031,742 19,092,877
Advance payment for investments (143,550,000) -
Payments to investments in subsidiaries 6 (613,360) (239,142,000)
Deposits with maturity of more than 3 months from the date of placement 11 325,350,000 (310,350,000)
Net cash flows generated from / (used in) investing activities 199,020,337 (537,175,773)
Cash flows from financing activities
Paid to increase share capital 700,000,000 20,000,000
Share premium proceeds - 340,000,000
Proceeds from bank overdraft 67,202,026 -
Payments for bank overdraft (41,243,208) =
Proceeds from borrowings and credit facilities - 208,714,800
Interests and commissions paid (70,713,574) (31,596,533)
Payments of loans and credit facilities (45,137,251) (40,600,000)
Dividends paid (8,041,871) (6,785,831)
Net cash flows (used in) / generated from financing activities 602,066,122 489,732,436
Change in cash and cash equivalents during the year 901,770,937 (4,396,792)
Cash and cash equivalents at the beginning of the year 19,160,600 23,557,392
Cash and cash equivalents at the end of the year 11 5204 19,160,600

The accompanying notes on pages 8 - 37 from an integral part of these {inancial statements
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CLEOPATRA HOSPITAL COMPANY (S.A.E.)
Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

1. Introduction

Cleopatra Hospital Company (Lasheen and Partners) was established as a limited partnership on 19 July
1979.

On 27 June 2005, a resolution no. 4092 of 2005 was issued by the Chairman of the General Authority
For Investment (GAFI) authorising Cleopatra Hospital (Lasheen & Co.), "a limited partnership
company", to transform its legal form to Cleopatra Hospital S.A.E. in accordance with the provisions
of Law No. 8 for 1997 and Law No. 95 for 1992.

The purpose of the Company is to establish a private hospital with the aim to offer modern and high
quality medical services and provide medical care and treatment for patients. The Company may have
interest or participate in any manner in companies or other firms which carry on similar activities in
Egypt or abroad. The Company may acquire, merge or affiliate such entities under the General
Authority for Investment.

The Company is located at 39 Cleopatra Street, Heliopolis, Cairo.

The Parent Company is Care HeathCare Ltd., which owns 80% of the Company's share capital. At 30
September 2017, Care Healthcare Ltd shares decreased to be 69.4%.

On 16 September 2015, Cleopatra Hospital S.A.E. acquired 52.7% of the total shares of Cairo
Specialised Hospital .And as of 31 December 2016 Cleopatra Hospital S.A.E share in Cairo Specialised
Hospital has changed to reach 53.67% due to the write off of treasury shares.

On 28 September 2017, the share in Cairo specialised Hospital is 53.88% due to the Company purchased
per shares from uncontrolled shares in of Cairo specialised Hospital.

On 22 September 2015, Cleopatra Hospital S.A.E. acquired 99.92% of the total shares of Nile Badrawi
Hospital Company.

On 24 January 2016, Cleopatra Hospital S.A.E. acquired 99.99% of the total shares of Al-Shorouk
Hospital.

These separate financial statements have been approved for issuance by the management of the
Company on 1 March 2018.

2. Accounting policies

The principal accounting policies used in the preparation of these separate financial statements are set
out below.

A. Basis of preparation of the separate financial statements

The separate financial statements have been prepared in accordance with Egyptian Accounting
Standards (EASs) and relevant laws, which have all been applied consistently throughout the fiscal
year except when otherwise indicated. The separate financial statements have been prepared under
the historical cost convention.

The preparation of the separate financial statements in conformity with EASs requires the use of
certain critical accounting estimates. It also requires management to exercise its judgement in the
process of applying the company’s accounting policies. The areas where the most significant
accounting estimates and judgements applied in preparation of the separate financial statements are
disclosed in Note 4.

-8-



CLEOPATRA HOSPITAL COMPANY (S.A.E.)

Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

Basis of the preparation of the separate financial statements (continued)

The EAS's require the reference to the most recent issues by other parties with which they are
associated, which are responsible for setting accounting standards and use similar scopes and
concepts to develop accounting standards and philosophies and other procedures accepted in the
industry, to the extent at which these concepts do not conflict with the requirements of the Egyptian
Standards on Auditing, which deal with similar related subjects, definitions, basis of recognition,
concepts on the measurement of assets, liabilities, revenue and expenses included in the scope of
the preparation and presentation of the financial statements when there is no Egyptian standard on
accounting or legal requirements that explain the accounting process for certain balances or
transactions.

Subsidiaries

Subsidiaries are all companies (including SPEs) in which the Company has control directly or
indirectly over their financial and operating policies. The Company usually owns more than half
of the voting rights. The future voting rights that are currently exercisable or convertible are
considered when assessing whether the Company controls the subsidiary.

The Company's separate financial statements have been prepared in accordance with the local laws,
while the consolidated financial statements of the Company and its subsidiaries have been prepared
according to Egyptian Accounting Standards (EASs). The Company's separate financial statements
should be read in conjunction with its consolidated financial statements as at and for the financial
year ended 31 December 2016 to obtain full information on the Company's financial position,
results of operations, cash flows and changes in equity.

The subsidiaries and associates are accounted for in the Parent Company's separate financial
statements at cost method. Under this method, investments are recognised at the cost of acquisition,
including goodwill, less any impairment loss. Dividends are recognised in the statement of income,
when the dividends are approved to be distributed and the Company's right of collection is
established.

Foreign currency translation

(1) Functional and presentation currency
Items included in the separate financial statements are measured using the currency of the
primary economic environment in which the Company operates (‘the functional currency’).
The Company's separate financial statements are presented in Egyptian Pounds, which is the
Company’s functional and presentation currency.

(2) Transactions and balances
Foreign currency transactions during the year are translated into the functional currency using
the exchange rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the revaluation of monetary
assets and liabilities denominated in foreign currencies at balance sheet date are recognised in
the balance sheet date.



CLEOPATRA HOSPITAL COMPANY (S.A.E.)
Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

Employee benefits (continued)

- The Group recognizes the cost of incentives related to the services rendered by the
employees under the system over the period in which the service is performed. The
Group recognizes the liability for the system at the date of each financial position in
accordance with the fair value of the consideration expected to be paid to the employees
on the grant date. The fair value of these liabilities is estimated at the date of the
financial position taking into account all the circumstances relating to the expected
discounted cash flows at the effective rate of return applicable.

- The Group recognises the fair value of the employees' services received as expenses in
the statement of profit or loss

- The Group recognizes the cost of incentives related to the services rendered by the
employees under the system over the period in which the service is performed. The
Group recognizes the liability for the system at the date of each financial position in
accordance with the fair value of the consideration expected to be paid to the employees
on the grant date. The fair value of these liabilities is estimated at the date of the
financial position taking into account all the circumstances relating to the expected
discounted cash flows at the effective rate of return applicable.

- The Group recognises the fair value of the employees' services received as expenses in
the statement of profit or loss.

L. Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, including cash,
balances of trade receivables and notes payable for rendering medical services and sale of medicine
throughout the ordinary course of business, and excluding sales taxes, deductions or discounts.

The Company recognises revenue when the amount of revenue can be reliably measured; when it
is probable that future economic benefits related to the sale process will flow to the Company; and
when other specific criteria have been met for each of the Company’s activities as described below.
The revenue amount will not be considered reliably measurable unless all contingent liabilities are
settled. The Company bases its estimates on historical results, taking into consideration the type of
customer, the type of transaction and the specifics of each arrangement.

Medical services revenue

The Company, through Cleopatra Hospital, renders several medical services, including surgeries,
admission, medical supervision, laboratories, tests, different types of radiology and outpatient
clinics. Revenue from medical service is recognised when the service is rendered to the patient.

Sale of medicine revenue

The Company sells medicine through a hospital pharmacy or uses them for treatment in case of
stay. Revenue is recognised once the medicine is received by the patient or used during the patient's
stay in hospital.

Interest income
Interest income is recognised on a time-proportion basis using the effective interest method. When

a receivable generated from the recognition of interest is impaired, the carrying amount will be
reduced to its recoverable amount.

-14 -



CLEOPATRA HOSPITAL COMPANY (S.A.E.)

Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

M.

Leases

Leases in which the risks and rewards of ownership are retained by the lessor are classified as
operating leases.

Payments made under operating leases net of any discounts received from the lessor are recognised
as expense in the statement of income on a straight-line basis over the period of the lease.

Current and deferred income tax

The income tax for the year is calculated on the basis of the tax laws enacted at the financial position
date. Management periodically evaluates tax situation through tax returns, taking into account the
differences that may arise from some interpretations issued by administrative or regulatory
authorities, and establishes provisions where appropriate on the basis of amounts expected to be
paid to the tax authority.

Deferred income tax is fully recognised, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the separate financial
statements. Deferred income taxes are not accounted for if they arise from initial recognition of an
asset or liability other than those arising from business combination that at the time of the
transaction affects neither accounting nor taxable income.

Deferred income taxes are determined using tax rates in accordance with the law prevailing at the
financial position date that is expected to apply when the deferred income tax asset is realised or
the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

Dividends

Dividends are recognised in the separate financial statements in the period in which the dividends
are approved by the Company’s General Assembly of Shareholders.

Cash and cash equivalents

For the purpose of preparation of the statement of cash flows, cash and cash equivalents include
cash on hand, bank current accounts and term deposits with maturities of three months from the
date of placement.

Fair value of financial instruments
Fair value is the price that would be obtained for the sale of an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. Fair value

measurement is based on the assumption that the transaction of selling an asset or transferring a
liability occurs either:

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

The Company must be able to reach the primary market or the most beneficial market.

-15-



CLEOPATRA HOSPITAL COMPANY (S.A.E.)

Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

Fair value of financial instruments (continued)

The fair value of the asset or liability is measured using the assumptions that market participants
might use when pricing the asset or liability by assuming that market participants act for their
economic benefit.

Fair value measurement for a non-financial asset takes into consideration the market participant's
ability to generate economic benefits through the best and vltimate use of the asset, or by selling
them to another market participant that would ensure the best and ultimate use of the asset.

The Company uses valuation techniques appropriate in the circumstances for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

Fair value of all assets and liabilities in the financial statements are measured and included in the
fair value hierarchy below, on the basis of the lowest level input that is significant to the fair value
measurement in its entirety.

Level 1 Quoted market prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 Other valuation techniques where all lowest level inputs that are significant to the fair
value measurement are directly or indirectly observable.

Level 3 Valuation techniques where all lowest level inputs that are significant to the fair value
measurement are not observable.

As for assets and liabilities in the separate financial statements, on a periodic basis, the company
determines the level, in the case of transfers between levels within the hierarchy during the
revaluation of the classification (based on the lowest input levels that are considered to be
significant to the fair value measurement in its entirety) at the end of each reporting period.

The management determines the policies and procedures for measuring the fair value either
regularly or irregularly. External valuers are engaged in the valuation of significant assets. The
criteria for selecting the valuer include their knowledge of the market, reputation, independence
and compliance with the professional standards. The management determines the valuation
techniques that should be applied on a case by case basis.

The management in cooperation with the Company's external valuers compare the changes in fair
value for each asset and liability with the relative external sources to assess whether these changes

are reasonable.

The fair value of non-current investments is determined based on the discounted cash flows, pricing
models, net assets of invested companies or prices in counterpart markets.

The analysis of fair value of financial instruments as well as further details on how they are
measured are presented in Note 22.

Corresponding figures

Where necessary, corresponding figures have been reclassified to conform to changes in
presentation in the current year.

<16+



CLEOPATRA HOSPITAL COMPANY (S.A.E.)
Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

3. Financial risk management

3.1 Financial risk factors

The Company’s activities expose it to a variety of financial risks; market risk (including the
risk of change in foreign currency, and risk of change in interest rate), credit risk and liquidity
risk. The Company is not exposed to any price risk as it does not have financial assets at fair
value through profit and loss. The Company’s management aims to minimise potential
adverse effects of such risks on the financial performance of the Company by the monitoring
process performed by the Finance Department, Company's General Manager, and Executive
Committee at the level of the Parent Company.

The Company does not use any derivative financial instruments to hedge specific risks.

(A) Market risk

Risk of change in foreign currency rates

Foreign currency risk represents the changes in foreign currency rates, which impact the
payments and receipts denominated in foreign currencies, as well as the evaluation of
foreign currency assets and liabilities. Given the nature of the Company's activities, the
Company does not undertake transactions denominated in foreign currencies as it carries
out all purchases in Egyptian Pound. The Company's very limited revenue in foreign
currencies are generated from certain foreign embassies. Management is of the opinion
that the foreign currency balances are considered immaterial.

At the end of the year, the net foreign currency financial assets denominated in EGP was

as follows:
2017 2016

US Dollar 3,377,459 1,670,112

At 31 December 2017, if the value of EGP increased/ decreased by 10% against USD,
with all other variables held constant, net profit after taxes would increase or decrease as

follows:
2017 2016

US Dollar 337,746 167,011

Fair value and cash flows risks resulting from the change in interest rates
The Company availed a long-term loan at interest rate corridor declared by the Central
Bank, and therefore, it is not exposed to cash flow risks.

(B) Credit risk

Credit risk arises from cash and bank balances, deposits with banks, as well as credit
exposures to customers. The credit risks are managed for the Company's as a whole by
its Executive Management, Central Finance Department, and Executive Committee at the
level of the Parent Company.

For banks, the Company deals with banks with high credit ratings and creditworthiness
that are regulated by the Central Bank of Egypt.

-17 -



CLEOPATRA HOSPITAL COMPANY (S.A.E.)
Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

Financial risk management (continued)

In case of customers, the Hospital's Financial Director and General Manager perform
analysis on the credit risk for each potential credit customer in accordance with the
Group's policies, including Cleopatra Hospital or subsidiaries. The Parent Company's
Executive Committee follows-up the compliance with credit terms, and reviews default
cases and debt ageing report to take the necessary decisions whether to cancel the credit
or to refer the defaulted customer to the Legal Department for their necessary actions.
Note (8) to these financial statements provides more detailed information in respect of
this matter.

The management establishes a provision for impairment of 100% for defaulted customers
for more than 150 days from the invoice date, in addition to a category-based provision
at historical default rates. Where the management calculates historic default rates for each
individual customer per month on the balances of customers due over 150 days up to 360
days from the date of the financial position. Based on these rates, the management
calculates a provision for debts of customers with a maturity of 5 months.

Cash at banks is placed with local banks that are subject to the supervision of the Central
Bank of Egypt. Accordingly, management believes that credit risk resulting from the cash
at bank is minimal.

Balances exposed to credit risks are as follows:

2017 2016
Cash at banks 920,118,278 343,273,008
Trade receivables 81,814,391 58,678,309

(C) Liquidity risk

The management makes cash flow projections on a monthly basis, which are discussed
during the Executive Committee's meeting, and takes the necessary actions to negotiate
with suppliers, follow-up the collection process and manage the inventory balances in
order to ensure sufficient cash is maintained to discharge the Company's liabilities.

The table below shows the Company's liabilities by maturity:

Lessthan 3 months to 1te 5 More than
3 months 1 year years 5 years
Suppliers and notes payable 26,397,129 123,990 -
Loans and finance interests - 118,634,491 424,306,010
Accrued expenses 64,233,447 123990 -
Creditors 1,616,795 - -

During November 2016, the borrowing rate (corridor) increased by 3% and 2%, and this
will affect the Company's liabilities regarding the due to related parties, borrowings and
finance interest.
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CLEOPATRA HOSPITAL COMPANY (S.A.E.)
Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

Financial risk management (continued)

3.2 Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to
continue as a going concern in order to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital
consistent with other companies operating in the same field.

The Company's management monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total loans and
advances, notes payable and due to related parties less cash. Total share capital is represented
by Total net debt plus shareholders' equity as shown in the financial position plus net debt.

Net debt to total capital ratio as at 31 December 2017 and 31 December 2016 is as follows:

2017 2016
Creditors and other credit balances 118,701,673 83,018,846
Borrowings 325,977,549 371,114,800
Less: Cash at banks and on hand (920,931,540) (344,510,600)
Net debt (476,252,318) 109,623,046
Total shareholders' equity 1,357,867,543 610,850,250
Total Capital 881,615,225 720,473,296
Net debts to total capital ratio (54 %) 15%

3.3 Estimation of fair value of financial instruments

The fair value of current financial assets and liabilities approximates their carrying amounts
after taking into account the impairment. The Company availed two long-term loans from an
Egyptian bank, and the management believes that the fair value of the loan approximate its
carrying amount as it was issued at a variable rate linked to the interest rate corridor declared
by the Central Bank of Egypt.

4. Critical accounting estimates, assumptions and judgements

Estimates and assumptions are evaluated based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

The Company makes estimates and assumptions concerning the future. Given the nature of the
accounting estimates, the resulting accounting estimates will seldom equal the actual results.

Provisions

Provisions are recognised when there is a present legal or constructive obligation as a result of past
events, and it is more likely than not that an outflow of resources will be required to settle the obligation;
and the amount has been reliably estimated. The company reviews the provision at each financial
position date, and adjusts it to reflect the current best estimate by using the appropriate advisory

experience of experts.

-19 -
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(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

Critical accounting estimates, assumptions and judgements (continued)

Impairment of trade receivables and customers

Impairment of trade receivables and customers is estimated by monitoring ageing of borrowings. The
Company's management examines the credit position and ability of debtors and customers to make
payments for their past due debts. Impairment is recognised for amounts due from debtors and
customers whose credit position does not allow them to pay their dues as believed by the management.
In addition, the Group calculates impairment based on the Group for customers and balances that
suffered impairment but not determined by reference to historical default rates applicable to some of

the Group companies.

Employee incentive plan

Cleopatra Hospital Group has an incentive plan for some employees of the parent company. The
remuneration committee of the parent company oversees the implementation of the plan under the
supervision of the parent company's board of directors. Each beneficiary is granted a cash bonus or a
fixed percentage of the amounts allocated to the plan.

This plan is not considered as a plan of remuneration and motivation for employees in the group by
granting any rights in the shares of the parent company, As it is a plan of cash incentives based in part
on the value of shares. The values of the components of the plan are calculated at current discount rates,
either for share-based payments or for payments calculated on the basis of the difference between
(EBITDA) and maturity as of 30 June 2020 and 30 June 2016.

The plan consists of the following:

A) Payments calculated on the basis of the difference between the market value of the Parent
Company's shares on June 30, 2020 and the share price at the date of its public offering on the Stock
Exchange on June 2, 2016.

B) Payments are calculated on the basis of the difference between earnings before interest, tax
depreciation and amortization (EBITDA) on the maturity date 30 June 2020 and 30 June 2016.

- Liabilities are estimated at each financial position date based on the present value of the
expected cash flows discounted at market rate of return.

- These estimates are calculated by an independent export and include the impact of market
conditions using the total shareholders return (TSR) as well as other non-market conditions
using earning before interest, tax, depreciation and amortization (EBITDA).

- The assumption used, including the discount rates and expected performance are reviewed in
accordance with approved management plans annually and assumptions adjusted if necessary.
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CLEOPATRA HOSPITAL COMPANY (S.A.E.)
Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

6. Investments in subsidiaries

Percentage of Country of 2016
investment incorporation 2017

Investments in Nile Badrawi 99,92% Egypt 259,004,947 259,004,947
Hospital Co,
Investments in Al-Shorouk 99,99% Egypt 239,142,000 239,142,000
Hospital Co,
Investments in Cairo 53,88% Egypt 107,655,812 107,042,452
Specialised Hospital

605,802,759 605,189,399

During 2015, the Company pledged its whole interest in Cairo Specialised Hospital amounting to 52.7%
of the total shares in favour of the Commercial International Bank as a security for the borrowing
granted to Cleopatra Hospital Company.

During the year ended 31 December 2016, the Company pledged its whole interest in Al Shorouk
Hospital amounting to 99,99% of the total shares in favour of the Commercial International Bank as a
security for the borrowing granted to Cleopatra Hospital.

7. Advance payment for purchase of fixed assets

2017 2016

Advance payment for purchase of fixed assets 143,550,000 -
143,550,000 -

At 31 August 2017, Cleopatra Company signed am limited contract for purchasing new hospital in
ARE, at 12 October 2017. The Company paid 143,550,000 EGP, representing 140,000,000 EGP as a
part of the purchase price plus 2.5% as real state tax and 50,000 EGP as fees to the broker after the
conclusion of the contract, and the payment made an agreement made in 4 October 2017.

8. Inventories

2017 2016

Medical supply inventory 6,523,835 9,692,817
Medicine inventory 3,721,464 8,406,393
Stationary inventory 312,590 933,694
Maintenance and spare parts inventory 902,091 892,511
Food and beverage inventory 15,946 130,277
Hospitality supplies inventory 382,151 169,557

11,858,077 20,225,249
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CLEOPATRA HOSPITAL COMPANY (S.A.E.)
Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

9, Trade receivables

2017 2016
Due from customers 79,107,657 55,882,725
Income from inpatients 2,706,567 2,795,584
81,814,224 58,678,309
Less:
Impairment of customers' balances (2,549,593) (6,648,589)
Net trade receivables 79,264,631 52,029,720

The income from inpatients comprises the revenues that have not been billed at the financial position
date for their stay while the procedures of the medical services have not been completed. Such income
is calculated net less amounts collected in advance during the year of their stay.

The movement of the provision for impairment is as follows:

2017 2016
Balance at the beginning of the year 6,648,589 5,552,647
Provisions formed during the year 5,807,600 6,513,605
Write-offs during the year (5,328,058) (1,164,486)
Provisions no longer required during the year (4,578,538) (4,253,177)
Balance at the end of the year 2,549,593 6,648,589

- Trade receivable balances, which have not been due till the financial position date and have no
impairment indicators, amounted to EGP 35,601,026 (2016: EGP 22,329,701).

- At the financial position date, the balances that were past due but not impaired amounted to EGP
36,595,649 (2016: EGP 26,743,354) regarding customers or transactions with no history of default.
The analysis of these balances' useful lives is as follows:

2017 2016
Less than1 month 23,976,080 18,043,692
From 1 to 5 months 21,444,878 8,699,662

The management creates a 100% impairment of customers who are overdue for more than 150 days
from the claim date. After deducting the amounts that expected to be collected after calculating the loss
given default rate. It also creates a group-based provision based on historical failure rates. The
management calculates historical failure rates for each customer per month on the accounts of customers
whose debts exceed 150 days to 360 days from the date of the financial position. Based on these rates,
the management calculates a provision for debts of customers whose debts are not more than five

months old.
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CLEOPATRA HOSPITAL COMPANY (S.A.E.)
Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

10. Debtors and other debit balances

2017 2016
Advances to suppliers 2,003,269 4,024,164
Prepaid expenses 1,751,347 643,251
Withholding taxes 833,214 4,341,371
Deposits with others 654,293 131,293
Accrued interest income 152,754 3,123,168
Other debtors 2,530 485,666
5,397,407 13,071,608

11. Cash on hand and at banks

2017 2016
Current accounts 920,118,276 17,923,008
Cash on hand 813,261 1,237,592
Time Deposits - 325,350,000
920,931,537 344,510,600

Deposits are held with local banks in EGP and have maturity of 3 months to 1 year from the date of
placement with fixed interest rate ranging from 12% to 15% (2016: 10.75% to 12%).

For the purpose of preparation of statement of cash flows, cash and cash equivalents balance comprises
of:
2017 2016

Cash on hand and at banks 920,931,537 344,510,600
Deposits with a maturity of more than 3 months from the (325,350,000)
date of placement

Cash and cash equivalents 920,931,537 19,160,600
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CLEOPATRA HOSPITAL COMPANY (S.A.E.)
Notes to the separate financial statements - For the year ended 31 December 2017

(All amounts in the notes are shown in Egyptian Pounds unless otherwise stated)

12. Provisions

2017 2016
Provisions for human resources 3,313,919 4,717,092
Provision for claims 3,108,668 3,058,668
6,422,587 7,775,760
The movement of provisions during the year is as follows:
2017
Balance at  Formed Utilised Provisions Balance at
1 January during during the nolonger 31 December
2017 the year year required 2017
Provisions for human 4,717,092 6,481,690 (3,726,376) (4,158,486) 3,313,920
resources
Provision for claims 3,058,668 50,000 - - 3,108,668
Total 7,775,760 6,531,690 (3,726,376) (4,158,486) 6,422,588
2016
Formed Utilised  Provisions Balance at
Balance at during  during the nolonger 31 December
1Jan 2016 the year year required 2016
Provisions for human
resources 3,364,149 1,812,334  (286,094)  (173,297) 4,717,092
Provisions for claims 2,814,868 243,800 - - 3,058,668
Total 6,179,017 2,056,134  (286,094) (173,297) 7,775,760

Provision for human resources

Other provisions for human resources comprise provisions for the restructure of the Company's
employees, the employees leave provision and the provision for the benefits of the employees over 60
years old in accordance with the law.

Provisions for claims

Other provisions represent provisions for contingent liabilities for potential claims from certain
authorities and bodies regarding the Company's activities. The information that is usually published on
provisions has not been disclosed in accordance with Egyptian Standards on Auditing, since the
management believes that their disclosure may strongly affect the results of negotiations with such
authorities and bodies. The management reviews such provisions annually. The specified amount shall
be adjusted in line with the latest developments, discussions and agreement with such authorities and
bodies.
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13. Creditors and other credit balances

2017 2016
Accrued expenses 89,189,981 53,252,974
Suppliers and notes payable 27,221,346 26,502,307
Social insurance 673,549 575,837
Other creditors 1,616,797 2,687,728
118,701,673 83,018,846
14. Borrowings
2017
Non-
Current current
portion portion Total
Bank overdraft 25,958,818 - 25,958,818
Loans 49,674,502 276,303,047 325,977,549
Total 75,633,320 276,303,047 351,936,367
2016
Non-
Current current
portion portion Total
Bank overdraft - - -
Loans 45,137,251 325,977,549 371,114,300
Total 45,137,251 325,977,549 371,114,800

Term loans and overdrafts above include an amount of EGP 325,977,549 with interest rate of 2.4% in
addition to the corridor rate declared by the Centeral Bank of Egypt, starting from September 2017 the
interest rate changed to be 1.9% in addition to the corridor rate declared by the Central Bank of Egypt
and secured by:

- Pledge of Cleopatra Hospital Company S.A.E. shares in Cairo Specialised Hospital Company

S.AE.
- Pledge of Care Healthcare limited shares in Cleopatra Hospital Company S.A.E.
- Pledge of 51% of Cleopatra Hospital Company S.A.E. Share in Nile Badrawi Hospital Company

S.AE. ;
- Pledge of Cleopatra Hospital Company S.A.E. shares in Alshrouk Hospital Company S.A.E.

Loans covencuts
Under the terms of the borrowing facilities, the Group is required to comply with the following

- Debt/EBITDA: Less than or equal 4.3 for 2016 (2015: Iess than or equal 4.3 3.5).
- Debt service coverage ratio (DSCR): Greater than or equal 1 for 2016 and 2015.

- Current ratio: Greater than or equal 1 for 2016 and 2015.
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