INDEPENDENT AUDITOR’S REPORT

To The Board of Directors of Health City Cayman Islands Limited

Report on the Audit of the Special Purpose financial statements

Opinion

We have audited the accompanying Special Purpose financial statements of Health City
Cayman Islands Limited (“the Company”), which comprise the Balance Sheet as at
March 31 2019, and the Statement of Profit and Loss (including Other Comprehensive
Income), the Statement of Cash Flow and the Statement of Changes in Equity for the year
then ended, and a summary of significant accounting policies and other explanatory
information (herein after referred to as “the special purpose financial statements”) for the
limited purpose of submission to the Holding Company, Narayana Cayman Holdings
Limited, for the preparation of the consolidated special purpose financial statements of the
Holding Company and Narayana Hrudayalaya Limited, the Ultimate Holding Company.

In our opinion and to the best of our information and according to the explanations given
to us, the aforesaid special purpose financial statements give a true and fair view of the
state of affairs of the Company as at March 31 2019, and its profit, total comprehensive
income, its cash flows and the changes in equity for the year ended on that date.

Basis for Opinion

We conducted our audit of the special purpose financial statements in accordance with the
Standards on Auditing ("SAs”/ “Standards”) issued by the Institute of Chartered
Accountants of India (ICAI”). Our responsibilities under those Standards are further
described in the Auditor’'s Responsibility for the Audit of the special purpose financial
statements section of our report. We are independent of the Company in accordance
with the Code of Ethics issued by the ICAI together with the ethical requirements
that are relevant to our audit of the special purpose financial statements, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and ICAI's
Code of Ethics. We believe that the audit evidence obtained by us is sufficient and
appropriate to provide a basis for our audit opinion on the special purpose financial
statements.

Management’s Responsibility for the Special purpose financial statements

The Company’s Board of Directors is responsible for the preparation of these special
purpose financial statements that give a true and fair view of the financial position, financial
performance including other comprehensive income, cash flows and changes in equity of
the Company in accordance with Indian Accounting Standards (Ind AS) and the accounting
policies of the Ultimate Holding Company.

This responsibility also includes maintenance of adequate accounting records in accordance
with the provisions of the Act for safeguarding the assets of the Company and for
preventing and detecting frauds and other irregularities; selection and application of
appropriate accounting policies; making judgments and estimates that are reasonable and
prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the
accounting records, relevant to the preparation and presentation of the special purpose
financial statement that give a true and fair view and are free from material misstatement,



whether due to fraud or error.

In preparing the special purpose 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 Board of Directors are also responsible for overseeing the Company’s financial
reporting process.

Auditor’s Responsibility for the Audit of the Special purpose financial statements

Our objectives are to obtain reasonable assurance about whether the special purpose
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s 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 SAs 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 special purpose financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the special purpose 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.

¢ Obtain an understanding of internal financial 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
controls.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management of the Parent.

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 auditor’s report to the related disclosures in
the special purpose financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.



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

e Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Company to express an opinion on the
special purpose financial statements.

Materiality is the magnitude of misstatements in the special purpose financial statements
that, individually or in aggregate, makes it probable that the economic decisions of a
reasonably knowledgeable user of the special purpose financial statements may be
influenced. We consider quantitative materiality and qualitative factors in (i) planning the
scope of our audit work and in evaluating the results of our work; and (ii) to evaluate the
effect of any identified misstatements in the special purpose financial statements.

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.

Restriction on Distribution or Use

The special purpose financial statements of the Company have been prepared for the
purposes of providing information to the Holding Company and Ultimate Holding Company
to enable them to prepare consolidated special purpose financial statements in accordance
with the Indian Accounting Standards. Our report is intended solely for submission to the
Holding Company and the Ultimate Holding Company and should not be used by any other
person or for any other purpose. We do not accept or assume any liability or any duty of
care for any other purpose or to any other person to whom it is shown or into whose hands
it may come without our prior consent in writing.

For DELOITTE HASKINS & SELLS LLP
Chartered Accountants
(Firm’s Registration No. 117366W/W-100018)

V. Balaji
BENGALURU, May 24, 2019 Partner

VB/MP/NM/2019 (Membership No. 203685)



Health City Cayman Islands Ltd
Balance sheet as at 31 March 2019

(Amount in USD)

Note As at As at
31 March 2019 31 March 2018
ASSETS
Non-Current Assets
Property, Plant and Equipment 4 60,497,065 59,085,357
Capital work-in-progress 4 - 597,918
Intangible Assets 4 77,879 172,199
Financial Assets
Loans 5 - 1,957,139
Other non-current Assets 6 586,286 102,293
Total Non-Current Assets 61,161,230 61,914,906
Current Assets
Inventories 7 3,885,258 3,811,475
Financial Assets
Trade Receivables 8 8,485,832 9,319,647
Cash and Cash Equivalents 9 4,967,758 1,256,126
Other financial assets 10 1,557,138 1,362,553
Other Current Assets 11 2,235,128 3,225,618
Total current Assets 21,131,114 18,975,419
TOTAL ASSETS 82,292,344 80,890,325
EQUITY AND LIABILITIES
Equity
Equity Share Capital 12 484 484
Other Equity 13 45,414,025 41,990,015
Total Equity 45,414,509 41,990,499
Liabilities
Non-Current Liabilities
Financial Liabilities
Borrowings 14 28,200,000 31,100,000
Other Financial Liabilities 15 560,507 78,564
Total Non-Current Liabilities 28,760,507 31,178,564
Current Liabilities
Financial Liabilities
Trade Payables
Total outstanding dues of micro enterprises and small enterprises
Total outstanding dues of creditors other than micro
enterprises and small enterprises 16 4,223,096 5,949,173
Other Financial Liabilities 17 2,900,000 1,348,206
Other current liabilities 18 733,660 191,879
Provisions 19 260,571 232,004
Total Current Liabilities 8,117,327 7,721,262
TOTAL EQUITY AND LIABILITIES 82,292,344 80,890,325
Significant accounting Policies 3
The accompanying notes are an integral part of these financial statements
As per our report of even date attached
for Deloitte Haskins & Sells LLP for and on behalf of the Board of Directors of
Chartered Accountants Health City Cayman Islands Ltd
V.Balaji Dr. Devi Prasad Shetty Mr. Viren Shetty
Partner Director Director
Place: Bengaluru Place: Bengaluru Place: Bengaluru

Date: 24 May 2019 Date: 24 May 2019 Date: 24 May 2019



Health City Cayman Islands Ltd

Statement of profit and loss for the year ended 31 March 2019

INCOME

Revenue from Operations
Other income

Total Income (A)

EXPENSES
Purchase of medical consumables, drugs and surgical
instruments

Changes in inventories of medical consumables, drugs
and surgical instruments-(Increase)/ Decrease
Employee benefit expenses

Professional fees to doctors

Other expenses

Expense before finance cost, depreciation and
amortization and exceptional items (B)

Earning before finance cost, depreciation and
amortization and excentional items (A-B)

Finance costs (C)

Depreciation and amortisation expense (D)
Total expenses ( E ) = (B+C+D)
Profit/(loss) before tax ( F) = (A-E)

Tax expenses:

Current Tax

Deferred tax (credit)/ charge
Total tax expense (1)

Profit for the year (J) = (H-1)

Other Comprehensive income (OCI)

Items that will not be reclassified subsequently to statement of profit or loss

Effective portion of (losses) / gains on hedging
instruments in cash flow hedges (K)
Other comprehensive income for the year

Note

20
21

22

23

24

25
26

Total Comprehensive income / (loss) for the year (L) = (J-K)

Earningd / (loss) per share
Basic (USD)
Diluted (USD)

28

The accompanying notes are an integral part of these financial statements

As per our report of even date attached

for Deloitte Haskins & Sells LLP
Chartered Accountants

V.Balaji

Partner

Place: Bengaluru
Date: 24 May 2019

For the year ended
31 March 2019

(Amount in USD)

For the year ended
31 March 2018

54,524,877 44,595,561
15,365 20,222
54,540,242 44,615,783
10,816,768 8,776,325
(73,783) (392,671)
21,387,607 18,717,687
147,687 221,892
12,764,882 12,141,356
45,043,161 39,464,589
9,497,081 5,151,194
1,559,722 1,553,067
3,202,380 3,096,615
49,805,263 44,114,271
4,734,979 501,512
4,734,979 501,512
481,943 78,564
481,943 78,564
4,253,036 422,948
97.78 6.89
97.78 6.89

for and on behalf of the Board of Directors of

Health City Cayman Islands Ltd

Dr. Devi Prasad Shetty

Director

Place: Bengaluru
Date: 24 May 2019

Mr. Viren Shetty
Director

Place: Bengaluru
Date: 24 May 2019



Health City Cayman Islands Ltd
Statement of Cash Flows

Cash flow from operating activities
Profit before tax
Adjustments:
Depreciation and amortisation expense
Provision for doubtful debts
Bad debts written off
Provision of inventories for write-down to net realisable value
Provision for Security Deposits
Finance costs
Share based payment expenses/(reversed)
Profit on sale of fixed asset( net)
Operating cash flow before working capital changes
Changes in trade receivables
Changes in inventories
Changes in loans and advances
Changes in other current assets
Changes in trade payables
Changes in liabilities
Changes in provisions
Net cash generated from operating activities (A)

Cash flow from investing activities
Payment for purchase of property plant and equipment
Sale of property plant and equipment

Net cash (used in) investing activities (B)

Cash flow from financing activities
Buy back of Shares
Repayment of borrowings
Proceeds from borrowings
Interest and other borrowings expenses
Dividend Paid

Proceeds from issue of shares (including Share application money)

Net cash used in financing activities (C)

Net (decrease) / increase in cash and cash equivalents (A+B+C)

Cash and cash equivalent at the beginning of the year
Cash and cash equivalent at the end of the year (refer note 9)

For the year ended

31 March 2019

(Amount in USD)

For the year ended
31 March 2018

4,734,979 501,513
3,202,380 3,096,615
(502,656) 490,103
223,554 432,114
(686,875) -
62,622 -
1,559,722 1,553,067
6,322 -
(1,634) (956)
8,508,414 6,072,456
1,112,917 (2,891,738)
613,002 (390,807)
(483,993) (253,020)
2,690,422 (1,586,253)
(1,726,077) 909,361
2,093,575 856,733
28,567 232,004
12,926,917 2,948,736
(3,931,801) (1,485,724)
11,585 17,440
(3,920,216) (1,468,284)
- (32,259,036)
(2,900,000) (25,111,000)
- 32,000,000
(1,559,722) (1,553,067)
(835,347) -
- 25,260,000
(5,295,069) (1,663,103)
3,711,632 (182,651)
1,256,126 1,438,777
4,967,758 1,256,126

The accompanying notes are an integral part of the financial statements.

As per our report of even date attached

for Deloitte Haskins & Sells LLP
Chartered Accountants

V.Balaji

Partner

Place: Bengaluru
Date: 24 May 2019

for and on behalf of the Board of Directors of
Health City Cayman Islands Ltd

Dr. Devi Prasad Shetty

Director

Place: Bengaluru
Date: 24 May 2019

Mr. Viren Shetty
Director

Place: Bengaluru
Date: 24 May 2019



Health City Cayman Islands Ltd
Statement of changes in equity for the year ended 31 March 2019

(a) Equity share capital

(Amount in USD)

Particulars No. of Shares Amount
Class X equity shares of USD 0.01 each issued, subscribed and fully paid up

Balance as at 1 April 2017 57,120 571
Changes in equity share capital during 2017-18 (refer note 12) (57,120) (571)

Balance as at 31 March 2018
Changes in equity share capital during 2018-19 (refer note 12)

Balance as at 31 March 2019

(a) Equity share capital

(Amount in USD)

Particulars No. of Shares Amount

Class Y equity shares of USD 0.01 each issued, subscribed and fully paid up

Balance as at 1 April 2017 22,880 229

Changes in equity share capital during 2017-18 (refer note 11) 25,546 255

Balance as at 31 March 2018 48,426 484

Changes in equity share capital during 2018-19 (refer note 12) - -

Balance as at 31 March 2019 48,426 484

(b) Other Equity (Amount in USD)
Reserves and Surplus Items of OCI

Particulars

Share application
money pending
allotment

Securities premium

Deemed Capital
Contribution

Retained earnings

Cash Flow Hedgeing

Reserve Total other equity
Balance as at 1 April 2017 1,000,000 79,999,200 (32,433,412) - 48,565,788
Profit / (loss) for the year - - - 501,512 - 501,512
Other comprehensive income (net of tax) - - - - (78,564) (78,564)
Total comprehensive income for the year - - - 501,512 (78,564) 422,948
Transaction recorded directly in equity
Buy back of equity shares - (32,258,458) - - - (32,258,458)
Premium on issue of equity shares - 26,259,737 - - - 26,259,737
Shares alloted during the year (1,000,000) - - - - (1,000,000)
Balance as at 31 March 2018 - 74,000,479 - (31,931,900) (78,564) 41,990,015
Profit / (loss) for the year - - 4,734,979 - 4,734,979
Other comprehensive income (net of tax) - - - (481,943) (481,943)
Total comprehensive income for the year - - - 4,734,979 (481,943) 4,253,036
Transaction recorded directly in equity
Dividend Paid - (835,348) - - - (835,348)
Employee stock option expense during the year - - 6,322 - - 6,322
Balance as at 31 March 2019 - 73,165,131 6,322 (27,196,921) (560,507) 45,414,025

The accompanying notes are an integral part of these financial statements
As per our report of even date attached

for Deloitte Haskins & Sells LLP
Chartered Accountants

for and on behalf of the Board of Directors of
Health City Cayman Islands Ltd

V.Balaji
Partner

Dr. Devi Prasad Shetty
Director

Place: Bengaluru
Date: 24 May 2019

Place: Bengaluru
Date: 24 May 2019

Mr. Viren Shetty
Director

Place: Bengaluru
Date: 24 May 2019




Health City Cayman Islands Ltd

Notes to financial statements for the year ended 31 March 2019

1. Company overview

Health City Cayman Islands Ltd (‘the Company’) was incorporated on 7 May 2010 as a Company limited by
shares under the laws of the Cayman Islands. The registered office of the Company is located at, 89 Nexus
Way, Camana Bay, Grand Cayman, KY1 - 9007, Cayman Islands. The Company is 100 % Subsidiary of
Narayana Cayman Holdings Ltd and is primarily engaged in the business of providing economical healthcare
services in Cayman Islands.

2. Basis of preparation of the Special purpose financial statements
2.1. Statement of compliance
The special purpose financial statements which comprise the Balance Sheet as at 31 March 2019, and the
Statement of Profit and Loss (including Other Comprehensive Income), the Statement of Cash Flows and
the Statement of Changes in Equity for the year then ended, and a summary of significant accounting
policies and other explanatory information (hereinafter referred to as “the special purpose special purpose
financial statements ) have been prepared in accordance with Indian Accounting Standards (Ind AS) and
the accounting policies of the Holding Company.
The special purpose financial statements of the Company have been prepared for the purposes of providing
information to the Holding Company and Ultimate Holding Company to enable them to prepare
consolidated financial statements in accordance with the Indian Accounting Standards
Details of the accounting policies are included in Note 3.
2.2. Functional and presentation currency
These special purpose financial statements are presented in United States Dollars (“USD”), which is also the
Company’s functional currency. All amounts are presented in USD, except share data and per share data,
unless otherwise stated.
2.3. Basis of measurement
The special purpose financial statements have been prepared on the historical cost basis except for the

following items:

Items Measurement basis

Certain financial assets and liabilities Fair value



Health City Cayman Islands Ltd
Notes to financial statements for the year ended 31 March 2019
2.4. Use of estimates and judgments

In preparing these special purpose financial statements , management has made judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised prospectively.

Judgments

Information about judgments made in applying accounting policies that have the most significant effects on
the amounts recognised in the special purpose financial statements is included in the following notes:

Note 27 — Assessment of contingent liabilities and commitments

Note 31 - Financial instruments

Assumptions and estimation uncertainties
Information about assumptions and estimation uncertainties that have significant risk of resulting in a
material adjustment in the year ending 31 March 2019 is included in the following notes:

Note 27- recognition and measurement of provisions and contingencies; key assumptions about the
likelihood and magnitude of an outflow of resources.

Note 4 - useful life of property, plant and equipment and intangible assets

Note 5,8,11 and 31 - recognition of impairment of financial assets

2.5. Measurement of fair values

A number of the Company’s accounting policies and disclosures require the measurement of fair values, for
both financial and non-financial assets and liabilities.

Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in the
valuation techniques as follows:
— Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
— Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).
— Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

When measuring the fair value of an asset or a liability, the Company uses observable market data as far as
possible. If the inputs used to measure the fair value of an asset or a liability fall into different levels of the
fair value hierarchy, then the fair value measurement is categorised in its entirety in the same level of the fair
value hierarchy as the lowest level input that is significant to the entire measurement.

The Company recognises transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has occurred. Further information about the assumptions made in measuring
fair values is included in note 31 — financial instruments.



Health City Cayman Islands Ltd

Notes to financial statements for the year ended 31 March 2019

3.

Significant accounting polices

3.1. Financial instruments

a. Recognition and initial measurement

Trade receivables are initially recognised when they are originated. All other financial assets and financial
liabilities are initially recognised when the Company becomes a party to the contractual provisions of the
instrument.

A financial asset or financial liability is initially measured at fair value plus, for an item not at fair value
through profit and loss (FVTPL), transaction costs that are directly attributable to its acquisition or issue.

b. Classification and subsequent measurement

Financial assets

On initial recognition, a financial asset is classified as measured at
- amortised cost;
- FVTPL

Financial assets are not reclassified subsequent to their initial recognition, except if and in the period the
Company changes its business model for managing financial assets.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL.:
— the asset is held within a business model whose objective is to hold assets to collect contractual
cash flows; and
— the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost as described above are measured at FVTPL.
On initial recognition, the Company may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.

- how managers of the business are compensated — e.g. whether compensation is based on the fair
value of the assets managed or the contractual cash flows collected; and

- the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such
sales and expectations about future sales activity.

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value
basis are measured at FVTPL.

Financial assets: Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic
lending risks and costs (e.g. liquidity risk and administrative costs), as well as a profit margin.



Health City Cayman Islands Ltd

Notes to financial statements for the year ended 31 March 2019

In assessing whether the contractual cash flows are solely payments of principal and interest, the Company
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would not meet this condition. In making this assessment, the Company considers:

— contingent events that would change the amount or timing of cash flows;

— terms that may adjust the contractual coupon rate, including variable interest rate features;

— prepayment and extension features; and

— terms that limit the Company’s claim to cash flows from specified assets (e.g. non- recourse

features).

Financial assets: Subsequent measurement and gains and losses

Financial assets at | These assets are subsequently measured at fair value. Net gains and losses,

FVTPL including any interest or dividend income, are recognised in profit or loss.
Financial assets at | These assets are subsequently measured at amortised cost using the effective
amortised cost interest method. The amortised cost is reduced by impairment losses. Interest

income, foreign exchange gains and losses and impairment are recognised in profit
or loss. Any gain or loss on derecognition is recognised in profit or loss.

Financial liabilities: Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified
as at FVTPL if it is classified as held- for- trading, or it is a derivative or it is designated as such on initial
recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses, including
any interest expense, are recognised in profit or loss. Other financial liabilities are subsequently measured
at amortised cost using the effective interest method. Interest expense and foreign exchange gains and losses
are recognised in profit or loss. Any gain or loss on derecognition is also recognised in profit or loss.

Derivative financial instruments
Hedge accounting

The Group uses derivative financial instruments to manage risks associated with interest rate fluctuations
relating to foreign currency loan taken by the group.

Derivatives are recognized and measured at fair value. Attributable transaction costs are recognized in
statement of profit and loss

Cash flow hedge:

The Group has designated derivative financial instruments taken for interest rate as ‘cash flow’ hedges
relating to foreign currency loan taken by the group.

The use of derivative financial instruments is governed by the Group’s policies approved by the Board of
Directors, which provide written principles on the use of such instruments consistent with the Group’s risk
management strategy.

The effective portion of changes in the fair value of derivatives that are designated and qualify as cashflow
hedges is recognised in other comprehensive income and accumulated under the heading of cash flow
hedging reserve. The gain or loss relating to the ineffective portion is recognised immediately in statement
of profit or loss.



Health City Cayman Islands Ltd

Notes to financial statements for the year ended 31 March 2019

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated, or exercised,
or when it no longer qualifies for hedge accounting. Any gain or loss recognised in other comprehensive
income and accumulated in equity at that time remains in equity and is recognized when the forecast
transaction is ultimately recognised in profit or loss. When a forecast transaction is no longer expected to
occur, the gain or loss accumulated in equity is recognised immediately in the statement of profit and loss.

Others:

Changes in fair value of foreign currency derivative instruments not designated as cash flow hedges and
the ineffective portion of cash flow hedges are recognized in the statement of profit and loss and reported
within foreign exchange gains/ (losses).

c. Derecognition
Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the
Company neither transfers nor retains substantially all of the risks and rewards of ownership and does not
retain control of the financial asset.

If the Company enters into transactions whereby it transfers assets recognised on its balance sheet, but
retains either all or substantially all of the risks and rewards of the transferred assets, the transferred assets
are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled,
or expire.

The Company also derecognises a financial liability when its terms are modified and the cash flows under
the modified terms are substantially different. In this case, a new financial liability based on the modified
terms is recognised at fair value. The difference between the carrying amount of the financial liability
extinguished and the new financial liability with modified terms is recognised in profit or loss.

d. Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the balance sheet when
and only when, the Company currently has a legally enforceable right to set off the amounts and it intends
either to settle them on a net basis or to realise the asset and settle the liability simultaneously.

3.2. Inventories

The inventories of medical consumables, drugs and surgical instruments are valued at lower of cost or net
realisable value. In the absence of any further estimated costs of completion and estimated costs necessary
to make the sale, the net realisable value is the selling price. The comparison of cost and net realisible is
made on an item by item basis. Cost of these inventories comprises of all costs of purchase and other costs
incurred in bringing the inventories to their present location after adjusting for taxes wherever applicable,
applying the first in first out method.



Health City Cayman Islands Ltd

Notes to financial statements for the year ended 31 March 2019

3.3. Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand and short-term deposits with an original
maturity of three months or less which are subject to insignificant risk of changes in value.

3.4. Cash flow statement

Cash flows are reported using the indirect method, whereby net profit before tax is adjusted for the effects
of transactions of a non-cash nature and any deferrals or accruals of past or future cash receipts or payments.
The cash flows from operating, investing and financing activities of the Company are segregated. Bank
overdrafts are classified as part of cash and cash equivalent, as they form an integral part of an entity’s cash
management.

3.5. Revenue recognition
Revenue from operations

The Group recognizes revenue from medical and healthcare services to patients, on sale of medical
consumables and drugs within the hospital premises and on providing services towards patient amenities.

Revenue is measured at the fair value of the consideration received or receivable. Revenue is recognized
upon transfer of control of promised products or services to customers/patients in an amount that reflects
the consideration we expect to receive in exchange for those products or services.

‘Unbilled revenue’ represents value to the extent of medical and healthcare services rendered to the patients
who are undergoing treatment/ observation on the balance sheet date and is not billed as at the balance sheet
date. "Unearned revenue’ comprises billings in the excess of earnings.

Interest

For all debt instruments measured either at amortised cost, interest income is recorded using the effective
interest rate (EIR). EIR is the rate that exactly discounts the estimated future cash payments or receipts over
the expected life of the financial instrument or a shorter period, where appropriate, to the gross carrying
amount of the financial asset or to the amortised cost of a financial liability. When calculating the effective
interest rate, the Company estimates the expected cash flows by considering all the contractual terms of the
financial instrument (for example, prepayment, extension, call and similar options) but does not consider
the expected credit losses. Interest income is included in other income in the statement of profit and loss.

3.6. Property, Plant and Equipment
Recognition and measurement

Property, plant and equipment are measured at cost which includes capitalized borrowing costs, less
accumulated depreciation and impairment losses, if any. The cost of an item of Property, Plant and
Equipment comprises its purchase price, including import duties and other non-refundable taxes or levies,
freight, any directly attributable cost of bringing the asset to its working condition for its intended use and
estimated cost of dismantling and restoring onsite; any trade discounts and rebates are deducted in arriving
at the purchase price. Subsequent expenditures related to an item of tangible fixed asset are added to its
book value only if they increase the future benefits from the existing asset beyond its previously assessed
standard of performance. Cost includes expenditures directly attributable to the acquisition of the asset.

Depreciation and amortisation

The Company depreciates property, plant and equipment over the estimated useful life on a straight-line
basis from the date the assets are ready for intended use. Assets acquired under finance lease and leasehold
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improvements are amortized over the lower of estimated useful life and lease term. Freehold land is not

depreciated. The estimated useful lives of assets for the current and comparative period of significant items
of property, plant and equipment are as follows:

Block of assets Useful life
Building 40 years
Electrical installation 15 years
Medical equipment 10 years
Non - Medical equipment 10 years
Other equipment including air conditioners 15 years
Furniture and fixtures 10 years
Computers 3 years
Vehicles 5 years

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and
adjusted appropriately.

The Company believes that the useful life as given above best represent the useful life of the assets based
on the internal technical assessment of the estimated useful life of fixed assets.

The cost and related accumulated depreciation are eliminated from the special purpose financial statements
upon sale or disposition of the asset and the resu