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Mouwasat Medical Services Company (A Saudi Joint Stock Company)

and its Subsidiaries
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

At 31 March 2017

1 CORPORATE INFORMATION

Mouwasat Medical Services Group ("the company") is registered in Saudi Arabia under Commercial Registration
number 2050032029 dated 12 Ramadan 14174 {cotresponding to 22 January 1997), The company was converted
into a Saudi Joint Stock Group in accordance with Ministerial Resolution No. 1880 dated 4 Dhu-al-Hijja 1426H
(corresponding to 4 January 2006).

The company through its multiple branches is engaged in the acquigition, management, operation and maintenance
of hospitals, medical centers, drug stores, pharmacies and wholesale ol medical equipment and drugs.

The accompanying interim condensed consolidated financial statements include the activities of the company and
its following subsidiaries {collcctivelly referred to as "the Group"}):

Country of Percentage of
Name of the entity incorporation ownership Activities
Eastern Medical Services Group Limited Saudi Arahia 51% Medical services
Specialized Medical Clinic Group Limited Saudi Arabia 55% Medical services

The interim condensed consofidated financial statements of the Group as of 31 March 2017 were authorised for
issue in accordance with the Board of Directors resolution on 8 May 2017,

2 SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

These interim condensed consolidated financial statements have been prepared in accordance with International
Accounting Standard, “Interim Financial Reporting” (“IAS 34”) as endorsed in Kingdom of Saudi Arabia. These
are ajso the Group's first interim condensed consolidated financial statements in accordance with International
Financiaf Reporting Standards (“IFRS™) for part of the period covered by the {irst annuat financial statements
prepared in accordance with IFRS as endorsed in Kingdom of Saudi Arabia and other standards and
pronouncements that are issued by the Saudi Organization for Certified Public Accountants (*SOCPA”}, and
accordingly International Financial Reporting Standard, “First-time Adoption of International Financial Reporting
Standards” (“IFRS 1) as endorsed in Kingdom of Saudi Arabia has been applied. Refer to Note 4 for
information on the first time adoption of IFRS as endorsed in Kingdom of Saudi Arabia, by the Group.

The interim condensed consolidated financial statements do nof include all the information and disclosures
required in annual financial statements to be prepared in accordance with IFRS as endorsed in Kingdom of Sandi
Arabia and other standards and pronouncements that are issued by the SOCPA, which would be produced for the
year ending 31 December 2017,

The interiin condensed consolidated financial statements have been prepared on a historical cost basis, The interim
condensed consolidated financial statements are presenied in Saudi Riyai “SR”, which is the functional cutrency
of the Group.

Basis of conselidation

The interim condensed consolidated financial statements comprise ihe financial statements of the company and its
subsidiaries as at 31 March 2017, Control is achieved when the Group is exposed, or has rights, to variable returns
from its involvement wilh the investee and has the ability to affect those returns through its power over the
investee, Specifically, the Group controis an investee if, and only if, the Group has:
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of consolidation (continued)

- Power aver {he inveslee (i.e., existing rights that give it the current ability to direct the relevant activities of
the investee}

- Exposure, or rights, to variable returns from its involvement with the investee

- The ability to use its power over the investee to alfect its returns

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption
and wben the Group has less than a majority of the voting or similar rights of an investee, the Group considers ail
relevant facts and circumstances in assessing whether it has power over an investee, including:

- The contractual arrangement(s) with the other vote holders of the investee
- Rights arising from other contractual arrangements
- The Group’s voling rights and potential voting rights

The Group re-assesses whether or not it conirols an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities,
income and expenses of a subsidiary acquired or disposed of during the year are included in the interim condensed
consolidated [inancial statements from the date the Group gains control until the date the Group ceases to control
the subsidiary.

Income and each component of OCI are attributed to the equity holders of the parent of the Group and to the non-
conlrolling interests, even if this results in the non-controlling interests having a deficit balance. When necessary,
adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line with the
Group's accounting policies. All intra-group assets and Habilities, equity, income, expenses and cash flows relating
to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
{ransaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-
controlling interest and other components of equity, while any resultant gain or loss is recognised in inierim
condensed consolidated statement of income and other comprehensive income. Any investment retained is
recognised at fair value.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as
the aggregate of the consideration transferred, which is measured at acquisition date fair value, and the amount of
any non-controliing interests in the acquiree. For each business combination, the Group elects whether to measure
the non-controlling interests in the acquiree at [air value or at the proportionate share of the acquiree’s identifiable
net assets. Acquisition-related costs are expensed as incurred and included in adiministrative expenses.

When the Group acquires a business, it assesses the financial assefs and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acquiree.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

Any contingent consideration o be transferred hy the acquirer wili be recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of IAS 39
Firancial Instruments: Recognition and Measurement, is measured at Fair value with the changes in fair value recognised
in the interim condensed consolidated statement of income and other comprehensive income.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and the ainount
recognised for non-confrolling interests and any previous interest held over the net identifiable assets acquired and
liabilities assumed). If the fair value of the net assets acquired is in excess of the aggrepate consideration transferred, the
Group re-assesses whether it has correctly identilied all of the assets acquired and all of the liabilities assumed and
reviews the procedures used o meagure the amounts to he recognised at the acquisition date. If the reassessment still
results in an excess of the fair value ol net assets acquired over the aggregate consideration transferred, then the gain is
recognised in interitm condensed consolidated statement of income and other comprehensive incone.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses, For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other assets or
liabiiities of the acquiree are assigned to those units.

Where poodwill has been allocated to a cash-generating unit (CGU} and part of the operation within that unit is disposed
of, the goodwill associated with the disposed operation is included in the carrying amount of the operation when
determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the relative
values of the disposed operation and the portion of the cash-generating unit retained.

Current versus non-current classification
‘I'he Group presents assefs and liahilities in the interim condensed statement of financial position hased on current/non-
current classification. An asset is current when it is:

« Expected to be realised or intended to be sold or consumed in the normal operating cycle

« Held primarily for the purpose of trading

» Expected o be realised within twelve months after the reporting period, or
Cash or cash equivalent unless restricted from being exchanged or used to settle g liability for at least twelve
months after the reporting period

All other assets are classified as non-current,

A iiability is current when;

+ It is expected o be settled in the normal operating cycle

+ Itis held primarily for the purpose of trading

« [t is due to be settled within twelve months after the reporting period, or
There is no unconditional right to defer the settlement of the liability for at least twelve months after the
reporting period

The Group classifies all other liabilities as non-current.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and equipment

Property and equipment are stated at cost, net of accumulated depreciation and accumulated impairment losses, if any.
Such cost inchudes the cost of replacing part of the property and equipment and borrowing costs for long-term
construction projects if the recognition criteria are met. When significant parts of property and equipment are required to
be replaced at intervals, the Group depreciates them separately based on their specific useful lives. Likewise, when a
major inspection is performed, its cost is recognised in the carrying amount of the property and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognised in interim
condensed consolidated stateinent of income and other comprehensive income as incurred. The present value of the
expected cost for the decommissioning of an asset after its use is included in the cost of the respective asset if the
recognition criteria for a provision are met.

Depreciation is calculated on a straight-lime basis over the estimated useful lives of the assets, as follows:

Buildings 33 years
Building systein, fixture and furniture 3 to 10 years
Medical equipment and tools 410 13 years
Motor vehicles 4 years

An item of property and equipment and any significant part initially recognised is derecognised upon disposal or when
no future economic benefits are expected {rom its use or disposal. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in the
interim condensed consolidated statement of income and other comprehensive income when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property and cquipment ave reviewed at each fmancial
year end and adjusted prospectively, if appropriate.

Borrowing costs

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

Intangible assets

Intangible assets acquired separately arc measured on initiaf recognition at cost. The cost of intangible assets acquired in
a business coinbination is their fair value at the date of acquisition. Following initial recognition, intangible assets are
carried at cost less any accumulated amortisation and accumulated impairment losses. Internally generated intangibles,
exchuding capitalised development costs, are not capitalised and the related expenditure is reflected in interim condensed
consolidated statement of income and other comprehensive income in the period in which the expenditure is incurred,

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired, The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at the end of cach reporting period. Changes in the
expected useful lifc or the expected pattern of consumption of future economic berefits embodied in the assct are
considered to modify the amortisation period or inethod, as appropriate, and are treated as changes in accounting
estimates, The amortisation expense on intangible assets with finite lives is recognised in the interim condensed
consolidated statement of incotne and other comprehensive incomne in the expense category that is consistent with the
function of the intangible assets.
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1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets (continued)

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, either individually
ot at the cash-generating unit level. The assessment of indefinite life is reviewed annually to determine whether the
indefinite life continues to bc supportable. H not, the change in useful life from indefinite to finite is made on a
prospective basis.

Gains or losses arising fiom derecognition of an intangible asset arc measuted as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in the interim condensed consolidated statement of
income and other comprehensive income when the asset is derecognised.

Investment in an associate
An associate is an entity over which the Group has significant influence. Significant influence is the power to participate
in the financial and operating policy decisions of the investee, but is not control or joint conirol over those policies,

The considerations made in determining sighificant influence or joint control are similar to those necessary to determine
control over subsidiaries.

The Group’s investment in an associate is accounted for using the equity method,

Under the equity method, the investment in an associate is initially recognised at cost. The carrying amount of the
investment is adjusted to recognise changes in the Group’s share of net assets of the associate since the acquisition date.
CGoodwill relating to the associate ot joint venture is included in the carrying amount of the investment and is not iesied
for impairment separately.

The interim condensed consolidated statement of income and other comprehensive income reflects the Group’s shate of
the results of operations of the associate. Any change in OCI of the investees is presented as part of the Group’s OCI In
addition, when there has been a change recognised directly in the equity of the assoclate, the Group recognises its share
of any changes, when applicable, in the statement of changes in equity.

Unrealised gains and losses resuiting from transactions between the Group and the associate are eliminated to the extent
of the inlerest in the associate.

The aggregate of the Group’s share of profit or loss of an associate is shown on the face of the interim condensed
consolidated statement of income and other comprehensive income outside operating profit and represents profit er loss
afler tax and noncontrolling interests in the subsidiaries of the associate.

The financial statements of the associate are prepared lor the same reporting period as the Group. When necessary,
adjustments are made to bring the accounting pelicies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an impairment toss on
its investment in its associate. At cach reporting date, the Group determines whether there is objective evidence that the
investment in the associate is impaired. If there is such evidence, the Group calculates the amount of impairment as the
difference between the recoverable amount of the associate and its carrying value, and then recognises the loss as ‘Share
of profit of an associate’ in the interim condensed consolidated statement of income and other comprehensive income.

Upon foss of significant influence over the associate, the Group measures and recognises any retained investment at its
fair value, Any difference between the carrying amount of the associate upon loss of significant influence and the fair
value of the retained investment and proceeds from disposal is recognised in the interim condensed consolidated
statement of income and other comprehensive income.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories
Inventories are stated at the lower of cost and net realisable value. Costs are those expenses incurred in btinging each
product to its present location and condition and caleulated on purchase cost on a weighted average basis,

Net realisable value is the estimated seliing price in the ordinary course of business, less estimated costs of completion
and the estimated costs necessary to make the sale.

Impairment of non-financial assets

The Group assesses, at cach 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 Group 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, The recoverable amount is determined for an individual asset, unless the assct does not generate cash inflows that
are largely independent of those from other assets or groups of assets. When the carrying amount of an asset or CGU
exceeds its recoverahle amount, the asset is considered impaired and is written down to its recoverahle amount.

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

The Group bases its impairment calculation on detailed budgets and forecast calcutations, which are prepared separately
for each of the Group’s CGUs to which the individual assets ate allocated. These budgets and forecast calculations
generally cover a period of five years . A long-term growth rate is calculated and appiied to project future cash flows
alier the fifth year.

Impairment losses of continuing operations are recognised in the interim condensed consolidated statement of income
and other comprehensive income in expense categories consistent with the function of the impaired asset.

For assets excluding goodwill, an assessment is made at each reporting date 10 determine whether there is an indication
that previously recognised impairment losses no longer exist or have decreased. If such indication exists, the Group
estimates the asset’s or CGU’s recoverable amount, A previously recognised impairment loss is reversed only if there
has heen a change in the assuimptions used to determine the asset’s recoverable amount since the last impairment loss
was recognised. The reversal is limited so that the catrying amount of the asset does not exceed its recoverable amount,
nor exceed the carrying ainount that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such reversal is recognised in the interim condensed consolidated statement of
income and other comprehensive income unless the asset is carried at a revalued amount, in which case, the reversal is
treated as a revaluation increasc.

Goodwill is tested for impairment annually and when circumstances indicate that the carrying value may be impaired.

linpairment is determined for goodwill by assessing the recoverable amount of each CGU (or group of CGUs) to which
the goodwill relates, When the recoverahle amount of the CGU is less than its carrying amount, an impairment loss is
recognised. Impairment losses relating 1o goodwill cannot be reversed in future periods. Intangible assets with indefinite
useful lives are tested for impairment annually at the CGU level, as appropriate, and when circumstances indicate that
the carrying value may be impaired,

11
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments — initial recognition and subsequent measurement

A financial instrument s any contract that gives risc to a financial asset of one entity and a financial liability or equity
instrument of another cntity.

Financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair value through profit or loss and loans and
receivables as appropriate. All financial assets are recognised initially at fair value plus, in the case ol assets not at fair
value through profit or loss, transaction costs that are atiributable to the acquisition of the financial asset.

Purchases or sales of financiai assets that require delivery of assets within a time [rame established by regulation or
convention in the marketplace (regular way trades) are recognised on the trade date, i.e., the date on which the Group
cominits (o purchase or sell the asset.

Subsequent measurement
The subsequent measurement of {inancial assets depends on their classification, as described below:

Loans and receivables

This category is the most relevant to the Group. Receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After initial measurement, such financial assets are
subsequently measured at amortized cost using the effective interest rate (EIR) method, less impairment. 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 BIR. The effective interest rale amortization is included in finance income in the preliminary interim condensed
consolidated statement of income and other comprehensive income, The losses arising from impairment are recopnized
in the interim condensed consolidated statement of income and other comprehensive income in finance charges for loans
and in cost of sales or other operaling expenses for receivables.

This category generally applies to accounts receivable and employees' loans.

Derecognition
A financial assel (or, where applicable, a part of a financial asset or part of a Group of similar financial assets) is
primarily derecognized (i.e., removed from the Group's condensed censolidated financial statements) when:

» The rights (o receive cash flows from the asset have expired; or
» The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in [uil without material defay to a third party under a ‘pass-througly’ arrangement; and either;

(a) the Group has transfetred substantially all the risks and rewards of the asset, or

{b} the Group has neither translerred nor retained substantially alt the risks and rewards ol the asset, but has
transferred control of the asset,

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

Continuing involvement that lakes the [orm of a guarantes over the transferred asset is measured at the fower of the
original carrying amount of the asset and the maximum amount of consideration that the Group could be required to
repay.

12
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments — initial recognition, subsequent measurement and derecognifion (continued)

Financial assets (continued)

Impairment of financial assels

The Group assesses, at each reporting date, whether there is objective cvidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more events that has occurred since the initial recognition of
the asset {an incurred ‘loss event’), has an impact on the estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of impairment may include indications that the debtors or a
group of debtors is experiencing significant financial difficulty, default or definquency in interest or principal payments,
the probability that they will enier bankruptcy or other financial reorganisation and obsetrvable data indicating that there
is a measurable decrease in the estimated future cash flows, such as changes in arrears or economic conditions that
correlate with defaults.

Financial assets carried at amoriised cost

For financial assets carried at amortised cost, the Group first assesses whether impairment exists individually for
{inancial assets that are individually significant, or collectively for financial assets that are not individually significant. If
the Group determines that pe objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics and
colleciively assesses them for impairment, Assets that are individually assessed for impairment and for which an
impairment loss is, or continhues to be, recognised are not included in a collective asseasment of impairment.

The amount of any impairment loss identified is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future expected credit losses that have not yet been incurred).
The present value of the estimated future cash flows is discounted at the (inancial assel’s original elfective interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the loss is recognised in the
interim condensed consolidated statement of income. Finance income (recorded as [inance income in the interim
condensed consolidated statement of income) continues to be accrued on the reduced carrying amount using the rate of
interest used to discount the future cash flows for the purpose of measuring the impairment loss. Loans, together with the
associated aflowance are written off when there is no realistic prospect of future recovery and all coliateral has been
realised ot has been transferred to the Group. If, in a subsequent year, the amount of the estimated impairment loss
increases ot decreases because of an event occurring after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance account. If a write-off is later recovered, the recovery
is credited to finance costs in the interim condensed consolidated statement of income.

Financial liabilities

Initial recognition and measurenient

Financial liabilities are classified, at initial recognition, as (inancial liabilities at fair value through prefit or loss, loans
and horrowings, payables and other financial liabilities measured at amortised cost using ELR method, as appropriate.

All financial labilities arc recognized initially at fair value and, in the case of loans and borrowings and payables, net of
directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, loans and borrowings.

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

13
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued})
Financial instruments — initial recognition, subsequent measurement and derecognition (continued)
Financial liabilities (continued)

Loans and interest bearing borrowings

This is the calegory most relevant to the Group, After initial recognition, interest bearing loans and borrowings are
subsequentiy nieasured at amortised cost using the elfective interest rate method. Gains and losses are recognised in the
statement of profit or loss when the liabilities are derecognised as well as through the eflfective interest rate method
(EIR) amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the EIR. The LIIR amortisation is included in [inance costs in the interim condensed consolidated
statement of income and other comprehensive income.

This category generally applies to interest-bearing loans and berrowings.

Derecognition

A financial fiabitity is derecognized when the obligation under the liability is discharged or cancelled or expires. When
an existing financial liabitity is replaced by another [rom the same {ender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange or modification is treated as the derecognition of the
original liability and the recognition of a new fiability. The difference in the respective carrying amounts is recognized in
the interim condensed consolidated statement of income and other comprehensive income,

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the condensed conselidated financial
statemnents if there is a currently enforceable legal right to offset the recognized amounts and there is an intention to
settle on a net basis, 1o realize the assets and settle the liabilities simultaneously.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive} as a result of a past event, it is
probable that an outflow of resources embodying cconomic benefits will be required to settle the obligation and a
reliahle estimate can be made of the amount of the obligation, Where the Group expects some or all of a provision to be
reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but only when
the reimbursement is virtually ceriain, The expense relating to a provision is presenied in the interim condensed
consolidated statement of income and other comprehensive income net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reficcts,
when appropriate, the risks specific to the liability. When discounting is used, tbe increase in the provision due to the
passage of time is recognised as a (inance cost.

Employee delined benefit liabilities

The Company operates a non-funded employee end-of-service benefit plan, which is classificd as defined benefit
obligation under TAS 19 'Employee Benefits'. A defined benefit plan is a plan wbich is not a defined contribution plan.
The liability recognized in the interim condensed statement of financial position for a defined benefit pian is the present
value of the defined benefit obligation at the end of the teporting period. The defined benefit obligation is calculated by
independent actuaries using the projected unit credit method. The present value of the defined benefit obligation is
determined by discounting esiimated [uture cash outflows using market yields at the end of the reperting period of high
quality corporate bonds that have terms to maturity approximating to tbe estimated term of the post employment benefit
obligations. Actuarial gains and losses arising from changes in actuarial assumptions and experience adjustments are
recognized in equity through the other comprehensive income in the period in which they arise.

14
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Revenue recognition

Operating revenue
Revenue is recognised when services are rendered to customers, net of discounts. Net patient services revenue is

recognised at the estimated net realisable amounts frony the third party payers (insurance companies) and others for the
services rendered, net of estimated retroactive revenue adjustments (rejections) when the related services are rendered.
Retroactive adjustments are considered in the recognition of revenue on an estimated basis in the period the related
services are rendered and such estimated amounts are revised in future periods as actual adjustments become known.

Sales

Sales represent the invoiced value of medicines and drugs by the Group and are recognised, net of discount, when the
significant risks and rewards of ownership of those goods have passed to the buyer and the amount of revenue can be
measured reliably; normally on delivery to the customet/ patient.

Finance income

For alf financial instraments measured at amortized cost and interest income on such financial instruments is recorded
using the efTective interest rate (EIR). The EIR is the rate that exactly discounts the estimated future cash receipts over
the expected life of the financial instrument or a shorter period, where appropriate, 1o the net carrying amount of the
financial asset. Interest income is included in finance income in the interim condensed consolidated statement of income
and other comprehensive income.

Zakat
Zalkat is provided for in accordance with Saudi Arabjan fiscal regulations. The provision is recognised in the interim
cendensed consolidated stalement of income and other comprehensive income.

Foreign currencies

The Group’s interim condensed consolidated financial stalements are presented in Saudi Riyal, which is also the parent
company’s fuactional currency. For each entity, the Group determines the functional currency and items included in the
financial statements of each entity arc measured using that functional currency.

Transactions and balances

‘Transactions in foreign currencies are initially recorded by the Group’s entities at their respective functional currency
spot rates at the dale the transaction first qualifies for recognition,

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rates of
exchange at the reporting date.

All differences arising on settlement or translation of monetary items ave taken lo the interim condensed consolidated
statement of income and other comprehensive income.

Leases

The determination of whether an airangement i3 (or contains) a lease is based on the substance of the arrangement at the
inception of the lease. The arrangement is, or contains, a lease il [ultiiment of the arrangement is dependent on the use
of a specific asset (or assets) and the arrangement conveys a right to use the asset (or assets), even if that asset is (or
those assets are) notl explicitly specified in an arrangement,
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Mouwasat Medical Services Company (A Saudi Joint Stock Company)
and its Subsidiaries
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)
At 31 March 2017

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Leases (continued)

Group as a lessee
A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers substantially all
the risks and rewards incidental to ownership to the Group is classified as a finance lease.

Finance leases are capitalised at the commencement of the lease at the inception date fair value of the leased property or,
if lower, at the present value of the minimum lease payments. Lease payments are appottioned between finance charges
and reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the liabifity.

Finance charges are recognised in finance costs in the interim condensed consolidated statement of income and other
comprehensive income,

A leased asset is depreciated over the uselul life of the asset. However, if there is no reasonable certainty that the Group
will obtain ownership by the end of the lease lerm, the asset is depreciated aver the shorter ol the estimaled useful life of
the asset and the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards of ownership of an 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 recognised over the lease term on the same basis as rental income, Contingent rents are
recognised as revenue in the period in which they are earned.

Contingencies

Contingent Habilities are not recognized in the condensed conselidated financial statements. They are disclosed uniess
the possibility of an outflow of resources emhodying economic benefits is reinote. Liabilities which are probable, they
are recorded in the interim condensed consolidated statement of financial position under accounts payable and accruals.
A contingent asset is not recoghized in the condensed consolidated financial statements hut disclosed when an inflow of
economic benefits is probable,

Statutory reserve

In accordance with the Saudi Arabian Regulations for Companies, the Company must set aside 10% of its income for the
vear afler deducting losses brought forward in each year until it has built up a reserve equal to one half of the capital.
The Company may resolve to discontinue such transfers when the reserve totals 50% of the capital (reduced to 30% in
accordance with new Saudi Arabian Regulations for Companies effective from 29 April 2016). The reserve is not
available for distribution,
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Mouwasat Medical Services Company (A Saudi Joint Stock Company)

and its Subsidiaries
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

At 31 March 2017

3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Group’s interim condensed consolidated financial statements requires management to make
judgments, estimates and assumptions ihat affect the reported amounts of revenues, expenses, assets and liabilities,
and the disclosure of contingent liabilities, al the reporting date, However, uncertainty about these assumptions and
estimates could result in outcomes that could require a material adjustment to the carrying amount of the assef or
liability aftected in the future.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised and in any [ulure periods atfected.

In particutar, information about significant areas of estimation, uncertainty, and critical judgments in applying
accounting policies (that have the most significant cftect on the amount recognized in the condensed consolidated
financial statements) includes:

Impairment of trade receivables

An estimate of the colfectible amount of trade receivables is made when collection of the full ameunt is no longer
probable, For individually significant amounts, this estimation is performed on an individual basis. Amounts
which are not individually significant, but which are past due, are assessed collectively and a provision applied
according to the lenpth of time past due.

Valuation of defined benefit obligations

The cost of the defined benefit pension plan and other post-cmployment benefits and the present vaiue of the
pension obligation arc determined using actuarial valuations. An actuarial valuation involves making various
assumptions that may differ from actual developmments in the future. These include the determination of the
discount rate, future salary increases and other assumptions. Due to the complexities involved in the valuation 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.

Useful lives of property, plant and equipment

The management determines the estimated useful lives of its equipment for calculating depreciation. This estimate
is determined after considering the expected usage of the asset or physical wear and tear. Management reviews the
residual value and useful lives annually and future depreciation charge would be adjusted where the management
believes the useful lives differ from previous estimates,

During the period, the management performed a comprehensive exercise to measure the residual valve of the
property and equipment. Such change is considered as a change in accounting estimate and has been accounted for
prospectively starting from 1 January 2017,

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount,
which is the higher of its [air value less costs of disposal and its value in use. The fair vatue less costs of disposal
calculation is based on available data from binding sales transactions, conducted at arn’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 [lows are derived from the budget for the next five years and do not include
restructuring activitics that the Group is not vet committed to or significant future investments that will enhance the
agsel’s performance of the CGU being tested. The recoverable amount is sensitive to the discount rate used for the
DCF model as well as the expected future cash-inflows and the growth rate used for extrapolation purposes.
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Mouwasat Medical Services Company (A Saudi Joint Stock Company)

and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

At 31 March 2017

4 STANDARDS ISSUED BUT NOT YET EFFECTIVE

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

IFRS 9 Financial Instraments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial
Instruments; Recognition and Measurenent and all previous versions of IFRS 9. IFRS 9 brings together all three
aspects of the accounting for financial instruments project: classification and measurement, impairiment and hedge
accounting. IFRS 9 is effective for annual periods beginning or: or after 1 January 2018, with early application
permitled. Except for hedpe accounting, retrospective application is required but providing comparative
information is not compulsory. For hedge accounting, the requirements are generally applied prospectively, with
some limited exceptions.

‘The Group plans to adopt the new standard on the required effective date. During 2016, the Group has performed a
high-level impact assessment of ail three aspects of IFRS 9. This preliminary assessment is based on currently
available information and may be subject o changes arising from turther detailed analyses or additional reasonable
and supportable information being made available to the Group in the future. Overail, the Group expects no
sighificant impact on its statement of financial position and equity except for the efllect of applying the impairment
requirements of [FRS 9.

fa) Classification and measurement

The Group does not expect a significant impact on its Statement of financial position or equity on applying the
classification and measurement requirements of IFRS 9.

Loans as weli as trade receivables are held to collect contractual cash [lows and are expected to give rise to cash
flows representing solely payments of principal and interest. Thus, the Group expects that these will continue to be
measured at amnortised cost under IFRS 9. However, the Group will analyse the contractual cash flow
characteristics of those instruments in more detail before concluding whether all these instruments meet the criteria
for amortised cost measurement under IFRS 9.

(b)) Impairinent

TFRS 9 requires the Group to record expected credit losses on all of its trade receivables, either on a 12-month or
[ifetime basis. The Group expects to apply the simplified approach and record lifetime expected losses on all trade
recelvables. The Group will assess the impact on its equity after performing a detailed analysis which considers all
reasoniable and supportable information, including forward-looking elements to determine the extent of the impact.

IFRS 15 Revenue from Contracis with Cistomers

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising [tom contracts
with customers., Under IFRS 15, tevenue 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 new revenue standard will supersede all current revenue recognition requirements under IFRS. Either a full
retrospective application or a modifisd retrospective application is required for annual periods beginning on or after
1 January 2018. Early adoption is permilted. The Group plans to adopt the new standard on the required effective
date using the full retrospective method, During 2016, the Group performed a preliminary assessment of IFRS 15,
which is subject 10 changes arising from a more detailed ongoing analysis. Furthermore, the Group is considering
the clarifications issued by the IASB in April 2016 and will monitor any further developments, The Group is in the
business of providing helthcare services and sale of medicines and drugs. The serviees and medicines and drugs are
sold both on its own in separatc identified contracts with customers and together as a bundled package of goods
and/ or services.
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At 31 March 2017

4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 15 Revenue from Contracts with Customers (continued)

Sale of goods

Contracts with customers in which the sale of medicines and drugs is generally expected to be the only performance
obligation are noi expected to have any impact on the Group’s statement of income and other comprehensive income,
The Group expects the revenue recognition to occur at a point in time when coniro! of the asset is transfetred to the
customer, generally on delivery of the goods. In preparing to IIFRS 13, the Group is considering that Some coniracts
with customers provide a right of rejection, trade discounts or volume rebates. Currentiy, the Group recognises revenue
from the sales of medicines and drugs measured at the fair value of the consideration reccived or receivable, net of
returns and atlowances, trade discounts and volume rebates. If revenue cannot be reliably measured, the Group defers
revenue recognition until the uncertainty is resolved. Such provisions give rise to variable consideration under 1FRS 15,
and will be required o be estimated at contract inception,

IFRS 15 requires the estimated variable consideration to be constrained o prevent over-recognition of revenue. The
Group continues to assess individual contracts to determine the cstimated variable consideration and related constraint.
The Group expects that application of the constraint may result in more revenue being deferred than is under current
IFRS,

Rendering of services

The Group provides medical services, These services are sold either on their own contracts with the patients/customers
or bundled together with the sale of medicines and drugs to a patient/ customer, Cusrently, the Group accounts for the
medicines and drugs and service as separate deliverables of bundled sales and allocates consideration between these
deliverables using the relative fair value approach. The Group recognises service revenue by reference to the stage of
completion. Under 1FRS 15, allocation will be made based on relalive stand-alone selling prices. As a result, the
allocation of the consideration and, consequently, the timing of the amount of revenue recognised in relation to these
sales may be impacted. The Group has preliminarily assessed that the services are satisfied over time given that the
customer simultaneously receives and consumes the benefiis provided by the Group. Consequently, the Group would
continue to recognise revenue for these service contracts/service components of bundled contracts over time rather than
at a point of time.

Presentation and disclosure requirements

IFRS 15 provides presentation and disclosure requirements, which are more detailed than under cutrent IFRS. The
presentation requirements represent a significant change from cutrent practice and significantly, increases the volume of
disciosures required in Group’s financial statements. Many of the disclosure requirements in IFRS 15 are completely
new. 1n 2017, the Group developed and started testing of appropriate systems, internal controls, policies and procedures
necessary to collect and disclose the required information,

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture

The amendments address the conflict between 1I'RS 10 and 1AS 28 in dealing with the loss of control of a subsidiary
that is sold or contributed to an associate or joint venture, The amendments clarify that the gain or loss resulting from
the sale or contribution ol assets that constitute a business, as defined in IFRS 3, between an investor and its associate
or joint venture, is recognised in full. Any gain or loss resulting from the sale or contribution of assets that do not
constitute a business, however, is recognised only to the extent of unrelated inveslors’ interests in the associate or joint
venture, The TASB has deferred the effective date of these amendments indefinitely, but an entity that early adopis the
amendments must apply them prospectively.
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and its Subsidiaries
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)
At 31 March 2017

4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

The interpretation clarifies that in determining the spot exchange rate to use on initial recognition of the related asset,
expense or income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability relating to
advance consideration, the date of the transaction is the date on which an entity initially recognises the non-monetary
asset or non-monetary liability arising from the advance consideration. If there are multiple payments or receipts in
advance, then the entity must determine a date of the transactions for each payment or receipt of advance consideration.

[intities may apply the amendments on a fully retrospective hasis, Alternatively, an entity may apply the interpretation
prospectively to all assets, expenses and income in its scope that are initially recognised on or after:

i  The beginning of the reporting period in which the entity first applies the interpretation Or

. The beginning of a prior reporting period presented as comparative information in the financial statements of the
1 reporting period in which the entity first applies the interpretation,

The IFRIC is effective for annual periods beginning on or after 1 January 2018. Early application of interpretation is
permitted and must be disclosed. First-time adopters of IFRS are also permitted to apply the interpretation prospectively

to all assets, expenses and income initially recognised on or afier the date of transition to IFRS.

The amendments are intended to eliminate diversity in practice, when recognising the related asset, expense or income
{or part of it) on the derecognition of a non-monetary asset or non-monetary liability relating to advance consideration
received or paid in foreign currency. The Group is assessing the potential effect of the amendments on its consolidated
financial statements.

IAS 28 Investments in Associates and Joint Ventures

Clarification that measuring investees at fair value through profit or loss is an investment-by-investment choice. The
amendments clarifies that:
- An entity that is a venture capital organisation, or other qualifying entity, may elect, at initial recognition on an
investment-by-investment basis, to measure its investments in associates and joint ventures at fair value through
profit or foss.

- If an entity that is not itself an investment entity has an interest in an associate or joint venture that is an
investment entity, the entity may, when applying the equily method, elect to retain the fair value measurement
applied by that investment entity associate or joint venture to the investment entity associate’s or joint venture’s
interests in subsidiaries, This election is made separately for each investment entity associate or joint venture, at
the later of the date on which {a) the investment entity associate or joint venture is initially recognised; (b} the
associate ot joint venture becomes an investment entity; and (c) the investment entity associate or joint venture
first becomes a parent.

The amendments should be applied retrospectively and are effective from 1 January 2018, with earlier application
permitted, If an entity applies those amendments for an eariier period, it must disciose that fact.
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4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 16 Leases

IFRS 16 was jssued in January 2016 and it replaces 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 o account for all leases under a singie on-balance sheet model similar to the
accounting for finance leases under EAS 17. The standard includes two recognition exemptions for lessees — leases of
'low-value® assets (e.g., personal computess} and short-term leases (i.c., leases with a lease term of 12 months or less).
At the commencement date of a lease, a lessee will recognise a liability to make lcase 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-ofiuse asset). Lessees
will be required to separately recognise the interest expense on the lease liability and the depreciation expense on the
right-of-use asset. Lessees will be also required to remecasure the lease liability upon the occurrence of certain events
(e.g., a change in the lease tesm, a change in future lease paymenis resulting from a change in an index or rate used to
determine those payments). The lessee will generally recognise the amount of the remeasurement of the lease liability as
an adjustment 1o the right-of-use asset. Lessor accounting under IFRS 16 is substantially unchanged from today’s
accounting under 1AS 17, Lessors will continue to classify all leases using the same classification principle as in 1AS 17
and distinpuish belween two types of leases: operating and finance leases.

IFRS 16 also requires lessces and lessors to make mote extensive disclosures than under 1AS 17, TFRS 16 is effective
for annual periods beginning on or after 1 January 2019. Early application is permnitted, but not before an entity applies
IFRS 15. A lessec can choose to apply the standard using either a fuli retrospective or a modified retrospective
approach. The standard’s transition provisions permit certain reliefs. In 2017, the Group plans o assess the potential
effect of TFRS 16 on its consolidated financial statements.

IFRS I First-time Adoption of International Financial Reporting Standards

Deletion of short-term exemplions for first-time adopters - Short-lerm exemptions in paragraphs E3-E7 of IFRS 1 were
deleted because they have now served their intended purpose. The amendment is effective [rom 1 January 2018,

5 SHARE CAPITAL

The authorised, issued and fully paid share capital of the Company is divided into 50 million shares (1 January 2016
and 31 December 2016: 50 million shares) of SR 10 each,

6 PROPOSED DIVIDENDS

The board of direciors at their meeting held on 25 Rabi'Tl 1438 H (corresponding to 23 January 2017) proposed a cash
dividend of SR 2.5 per shate amounting to SR 125 million for the vear ended 31 December 2016 which was
subsequently approved by the sharehoiders in the General Assembly Meeling held on 27 Rajab 1438 H (corresponding
1o 24 April 2017).

The boatd of directors at their meeting held en 15 Rabi'll 1437 H (corresponding to 25 January 2016) proposed a cash
dividend of SR 2.0 per share amounting to SR 100 million for the year ended 31 December 2015 which was
subsequently approved by the shareholders in the General Assembly Meeting hefd on 26 Jumada’ll 1437 H
(corresponding to 4 April 2016).
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7 TERM LOANS

31 March 31 December [ January

2017 2018 2016

Unaudited) (Note 14} (Note 14)

SR SR SR
Ministry of finance 122,155,564 122,155,564 123,717,088
Commercial banks 420,461,569 342,812,465 323,394,598
542,617,133 464,968,029 447,112,286

Less: current portion (130,055,757) (142,256,059)  (120,881,091)
Non-current portion 412,561,376 322,711,970 326,231,195

Ministry of finance loans:

The Group obtained loans facility of SR 147.3 million from Ministry of finance for expansions and building new
hospitals. The loans arc secured by a mortgage on the Group's lands and are repayable on equal annual installments.
These loans do not carry any financial charges.

Commercial banks loans:

The Group also obtained islamic loans facilities from various commercial banks. These loans are secured by
promissory notes and assignment of insurance and contract proceeds. The facilities are subject to commission at
SIBOR plus 1.5% to 2%.

The Group is required to comply with certain covenant under the loan facility agreement mention above,

8 SHORT TERM LOANS

The short term islamic loans were oblained from a local bank to meet the working capital requirements. These
borrowings are secured by promissory note issued by the Company and carry commission charges at prevailing market
borrowing rates.

9 ZAKAT
Three months
Charge for the period period ended 31 March
(Unaudited}
2007 2016
SR SR
Provision for the period 5,743,820 4,660,356
5,743,820 4,660,356
The provision for the year is based on individual zakat base of the Company and its subsidiaries,
Movement in provision
Three montis
period ended  Year ended 31
The movement in zakat provision was as follows: 31 March December
2017 2016
(Unaudited} {Note 14)
SR SR
At the beginning of the period/ year 28,907,758 22,411,354
Charge for the period/ year 5,743.820 21,823,357
Paid during the period/ year - (15,326,953)

At the end of the period/ year

34.651.578 28,907,758
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9 ZAKAT (continued)
Status of assessments

Zakat returns of the Company have been agreed with the General Authority of Zakat and Tax (“the GAZT™) up to
2012, The zakat assessments for the years from 2013 to 2015 have been filed with the GAZT. However, the
assessments have not yet been raised by GAZT.

Fastern Medical Services Company Limited
Zalat returns have been agreed with the GAZT up to 2012, The zakat assessments for the years from 2013 10 2015
have been {iled with the GAZT. However, the assessments have not yet been raised by GAZ'T.

Specialized Medical Clinic Company Limited
Zakat returns have been agreed with the GAZT up to 2008, The zakat declarations for the years from 2009 to 2012
have been filed with the GAZT. However, the assessments have not yet been raised by GAZT,

10 BASIC AND DILUTED EARNINGS PER SHARE ATTRIBUTABLE TO THE SHAREHOLDERS
OF THE PARENT COMPANY

Basic and diluted earnings per share is calculated by dividing the net income for the period attributable to the
shareholders of the parent company by the weighted average number of outstanding shares during the period as
follows:

Three months
period ended 31 March

(Unaudited)

2017 016
Net income for the period attributable to tbe shareholders of the
parent company (SR} 85,114,867 68,468,913
Weighted average number of outstanding shares during the
period (share) 50,000,000 50,000,000
Basic and diluted earnings per share attributable to the
sharcholders of the parent company 1.70 1,37
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Mouwasat Medical Services Company (A Saudi Joint Stock Company)

and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)
At 31 March 2017

12 SEGMENTAL INFORMATION

Operating segments:
For management purposes, the Group is organised into business units based on its products and services and has three
reportable scgments, as follows:

In-patient — Services to customers with overnight stay at hospital
Out-patient — Services to customers without overnight stay at hospital
Pharmaceuticals — Goods, such as medicines and healtheare products

No operating segments have been aggregated to form the above reportable operating segments.
The Management Committee monitors the operating results of its business units separately for the purpose of making

decisions about resource allocation and performance assessment. Segment performatce is evaluated based on income and
is measured consistently in the interim condensed consolidated financial statements.

In-patient Out-patient Pharmecuticals Total
SR SR SR SR

For the three months period ended
31 March 2017
Revenue 145,982,682 164,837,092 52,150,205 362,969,979
Gross profit 73,445,858 82,931,765 16,988,768 173,366,391
Unallocated income (expenses)
Selling and distribution expenses (39,523,821)
General and administration expenses {40,677.526)
Share in results of an associate 1,103,021
Financial charges (1,614,838)
Other income 2,368,340
Income before zakat 95,021,567
Zakat (5,743,820)
Net income for the period 89,277,747
For the three months period ended
31 March 2016
Revenue 119,637,166 131,809,559 52,140,806 303,587,531
Gross profit 61,506,505 67,764,438 14,231,535 143,502,478
Unallocated income (expenses)
Selling and distribution expenses (32,985,843)
General and administration expenses (34.859,632)
Share in results of an associate 788,893
Financial charges (1,933,518}
Other income 3,164,055
Income before zakat 77,676,433
Zakat (4.660,356)
Net income for the period 73,016,077
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12 SEGMENTAL INFORMATION (continued)

In-patient Out-patient Pharmecuticals Total

SR SR SR SR

As ar 31 March 2017
Total asseis 1,163,147,649 843,852,215 273,681,800 2,280,681,664
Total liabilities 385,082,959 309,740,641 142,313,268 837,136,868
As at 31 December 2016
Total assets 1,024,427,813 777,496,935 267,024,849 2,098,949,597
Total liabilities 344,749,705 271,646,338 128,286,505 744,682,548
As at I January 2016
Tolal assets 875,537,518 692,454,861 299,439,940 1.867.,432,319
Total Habilities 314,482,072 246,832,066 113,408,377 674,722,515

Sepment revenue reported above represents revenue generated from external customers. There were no inter-segment
revenue in the three months ended 31 March 2017 and 2016.

Geographical segments:

All of the Group's operating assets and principal markets of activity are located in the Kingdom of Saudi Arabia.

13 FAIR YALUES OF FINANCIAL INSTRUMENTS

All financial instruments for which fair value is recognised or disclosed are categorised within the fair value hieraschy,

based on the [owest level input that is significant to the fair value measurement as a whole, as lotlows:

Level 1 — Quoted (unadjusted) market prices in active markets (or 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

Financial assets consist of bank balances and cash, term deposits, accounts receivable, amounts due from related parties
and some other current assets. Financial liabilities consist of term loans, short term loan, accounts payable, amounts due
to related parties and other current liabilities. The fair values of financial assets and financial liabilities approximate their

carrying amounts.
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14 FIRST-TIME ADOPTION OF IFRS

For all periods up to and including the year ended 31 December 2016, the Group prepared and published its
consclidated financial statements only in accordance with generally accepted accounting standards in Kingdom of
Saudi Arabia (“SOCPA GAAP”™), These are the Group’s [irst interim condensed consolidated [inancial statements in
accordance with TAS 34, “Interim Financial Reposting” and IFRS 1, “First-time Adoplion of International Financial
Reporting Standards™ that are endorsed in Kingdom of Saudi Arabia,

Accordingly, the Group has prepared consolidated financial statements, which comply with IFRS as endorsed in
Kingdom of Saudi Arabia applicable for periods beginning on or before 1 January 2017, together with the
comparative period data. In preparing the accompanying interim condensed consolidated financial statements, the
Group’s opening stalement of financial position was prepared as at 1 January 2016 after incorporating certain
adjustments made as required due to the frst time adoption of iIFRS as endorsed in Kingdom of Saudi Arabia.

In preparing its opening statement of financial position as at 1 January 2016 in accerdance with IFRS as endorsed in
Kingdom of Saudi Arabia, the consolidated financial statements for the year ended 31 December 2016 and the interim
consolidated financial statements for the three month period ended 31 March 2016, the Group has analyzed the impact
and noted following adjustments are required to the amounts reported previously in the consolidated financial
statements prepared in accordance with SOCPA GAAP.

Exemptions applied:
IFRS 1 allows first-lime adopters certain exemptions from the retrospective application of certain requirements under
1FRS.

The Group has applied the following exemptions:

i IFRS 3 Business. Combinations has not been applied to cither acquisitions of subsidiaries that are considered
businesses under TFRS, or acquisitions of Interests in associates and joint ventures that occurred before 1
January 2016, Use of this exemption means that the SOCPA catrying amounts of assets and liabilities, that are
required to be recognised under IFRS, is their deemed cost at the date of the acquisition. After the date of the
acquisition, measurement is in accordance with I[FRS. Assets and liabilities that do not qualify for recognition
under IFRS are excluded from the opening TFRS statement of financial position. The Group did not recognise or
exclude any previously recognised amounts as a resuit of IFRS recognition requirements.

ii IFRS 1 also requires that the SOCPA carrying amount of goodwill must be used in the opening IURS statement
of financial position (apart from adjustments {or goodwill impairment and recognition or derecognition of
intangible assets). In accordance with IFRS 1, the Group has tested goodwill [or impairment at the date of
transition to IFRS. No goodwill impairment was deemed necessary at 1 January 2016,

iii The Group has applied the transitional provisions in IAS 23 Borrowing Costs and capitalises borrowing costs
relating 1o ail qualifying assets after the date of transition. Similarly, the Group has not restaled for berrowing
costs capitalised under SOCPA GAAP on qualifying assets prior to the date of transition to IFRS,

Exceptions applied:

IAS 20 Accounling for Government Grants and Disclosure of Government Assistance has not been applied on
government loans existing at the date of ransition to IFRSs and the cortesponding benelit of the government loan at a
below-market rate of inlerest as a governmeni grant has not been recognised. Consequently, if a first-time adopter did
not, under its previous GAAP, recognise and measure a government loan at a below-market rate of intercst on a basis
consistent with IFRS requirements, it shall use its previous GAAP cartying amount of the Joan at the date of fransition
to IFRSs as the catrying amount of the loan in the opening IFRS statement of financial position,

Estimates:
The estimates as at | January 2016, 31 December 2016 and 31 March 2016 are consistent with those made for the
same dales in accordance with SOCPA GAAP (afler adjustments to reflect any differences in accounting policies},
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At 3| March 2017
14 FIRST-TIME ADOPTION OF IFRS (continued)
141 Reconciliations between previously reported amounts and IFRS amounts!

14.1.1  Group’s reconciliation for statement of financial position as at I January 2016 (date of transition to IFRS)

ASSETS

NON-CURRENT ASSETS
Property and equipment

Goodwill

Other intangible assets
Investment in an associate
Advances to contractors

TOTAL NON-CURRENT ASSETS

CURRENT ASSETS

Inventorics

Accounts receivable and prepayments

Term deposits

Bank balances and cash

TOTAL CURRENT ASSETS

TOTAL ASSETS

EQUITY AND LIABILTIES

EQUITY

Share capital
Statutory reserve
Retained earnings

Proposed dividends

EQUITY ATTRIBUTABLE TO THE SHAREHOLDERS
OF THE PARENT COMPANY

Non-controlling interests

TOTAL EQUITY

NON-CURRENT LIABILITIES

Term loans

Employee defined benefit liabilities

TOTAL NON-CURRENT LIABILITIES

CURRENT LIABILITIES

Zakat provision

Accounis payable and accruals

Sherl term loans

Current portion of terin loans
TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

Notes

1424

14.2B

14.2C

14.1.2.A

14.1.2.B

14.2D

As previously
reported under  Remeasurement/
SOCPA reclassification IFRS
SR SR SR

1,212,212,035 (16,877,452) 1,195,334,583
16,375,000 - 16,371,000
1,053,382 4,193,507 5,246,889
8,743,603 - 8,743,603
23,308,370 - 23,308,370
1,261,688,390 (12,683,945)  1,249,004,445
107,529,613 - 107,529,613
271,278,813 8,616,639 279,895,452
150,000,000 - 150,000,000
81,002,809 - 81,002,809
609,811,235 8,616,639 618,427,874
1,871,499,625 (4,007,306) 1,867,432,319
500,000,000 - 500,000,000
144,444,240 - 144,444,240
390,202,507 (11,797,575} 378,404,932
100,000,000 - 100,000,000
1,134,6406,747 (11,797,575} 1,122,849,172
69,740,137 120,495 69,860,632
1,204,386,884 (11,677,080)  1,192,709,804
326,231,195 - 326,231,195
50,849,918 7,609,774 58,459,692
377,081,113 7,609,774 384,690,887
22,411,354 - 22,411,354
146,739,183 - 146,739,183
120,881,091 - 120,881,091
290,031,628 - 290,031,628
667,112,741 7,609,774 674,722,515
1,871,499,625 (4.067,306) 1,807,432,319
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14 FIRST-TIME ADOPTION OF IFRS (continued)
4.1 Reconciliations berween previously reported amounts and IFRS amounts (confinued):

14.1.2  Reconciliation of retained earnings and non-controlling interest as at I January 2016:

14.1.2.4 TFollowing is the analysis of the impact of IFRS re-measurements on refained eamnings:

Notes
As per SOCPA (The local GAAF)
Adfustments :
Start-up costs ’ 14.2A
Unbilled revenue 14.2C
Employee delined benefit liabilities 14.2D

Adjusted balance (1IFRS)

14.1.2.B Following is the analysis of the impact of IFRS re-measurements on non-controlling interest:

Notes
As per SOCPA (The local GAAP)
Adfustments ;
Unbilled revenue 14.2C
Empioyee defined benefit liabilities [4.2D

Adfusted balance (IFRS)

Impact on

retained

earnings at 1

January 2016
SR

390,202,507

(12,683,945)
8,250,635
(7,364,265)

378,404,932

Impact on non-

controfiing

interest at 1

January 2016
SR

69,740,137

366,004
(245,509)

69,800,632
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At 31 March 2017

14 FIRST-TIME ADOPTTON OF IFRS (continued)

4.1 Reconciliations betweent previously reported amounts and IFRS amounts (continued):

14.1.3  Group’s reconciliation for statement of financial position as af 31 December 2016;

As previously
reported under Remeasurement/
SOCPA reclassification IFRS
Notes SR SR SR

ASSETS
NON-CURRENT ASSETS
Property and equipment 14.2A  1,381,310,201 (20,651,323} 1,360,658,878
Goodwiil 16,371,000 - 16,371,000
Other intangible assets 14.2B 1,497,293 8,363,626 9,860,919
Investnient in an associate 11,782,496 - 11,782,496
Advances to contractors 70,859,039 - 70,859,039
TOTAL NON-CURRENT ASSETS 1,481,820,029 (12,287,697) 1,469,532,332
CURRENT ASSETS
[nventories 124,342,199 - 124,342,199
Accounts receivable and prepayments 14.2C 343,115,146 7,057,408 350,172,554
Term deposits 30,000,000 - 30,000,000
Bank balances and cash 124,902,512 - 124,902,512
TOTAL CURRENT ASSETS 622,359,857 7,057,408 629,417,265
TOTAL ASSETS 2,104,179.8806 (5,230,289)  2,098,949,597
EQUITY AND LIABILTIES
EQUITY
Share capital 500,000,000 - 500,000,000
Statutory reserve 170,032,563 - 170,032,563
Retained earnings 14.1.4A 494,097,412 (12,409,703) 481,687,709
Proposed dividends 125,000,000 - 125,000,000
EQUITY ATTRIBUTABLE TO TIIE SHAREHOLDERS

OF THE PARENT COMPANY 1,289,129,975 (12,409,703) 1,276,720,272
Non-controlling interests [4,1.4B 77,905,378 (358,601) 71,546,777
TOTAL EQUITY 1,367,035,353 (12,768,304) 1,354,267,049
NON-CURRENT LIABELITIES
Term loans 322,711,970 - 322,711,970
Employee defined benefit liabilities 14.2D 58,132,937 7,538,015 65,670,952
TOTAL NON-CURRENT LIABILITIES 380,844,907 7,538,015 388,382,922
CURRENT LIABILITiES
Zakat provision 28,907,758 - 28,907,758
Accounts payable and accruals 184,078,309 - 184,078,309
Short term loans £,057,500 - 1,057,500
Current portion of term loans 142,256,059 - 142,256,059
TOTAL CURRENT LIABILITIES 356,299,626 - 356,299,626
TOTAL LIABILITIES 737,144,533 7,538,015 744,682,548
TOTAL EQUITY AND LIABILITIES 2, 104,179,886 (5,230,289) 2,098,949,597
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14 FIRST-TIME ADOPTION OF IFRS (continued)

14.1 Reconciliations between previously reporied amounts and IFRS amounts (continued)!
14,1,4

Reconciliation of refained earnings and nen-controlling interest as at 31 December 2016:

14.1.4.4 Following is the analysis of the impact of TFRS re-measurements on retained earnings:

Notes
As per SOCPA (The local GAAP)
Adjustments .
IFRS adjustments as of Jan 1, 2016 14.12.A
Start-up cosis 14.2A
Unbilled revenue 14.2C
Einployee defined bene(it liabilities 142D

Adjusted balance (IFRS)

14.1.4.B Following is the analysis of the impact of IFRS re-measuretnents on non-controlling interest:

Notes
As per SOCPA (The local GAAP)
Adjustments :
Unbilled revenue 14.2C
Employee delined benefit liabilities 14.2D

Adjusted balance (IFRS)

Impact on
refained
earnings ar 31
Decenber
2016

SR

494,097,412

(11,797,575)
396,248

(1,366,323)
357,947

481,687,709

Dnpact on non-
controlling
interest at 31
December
2016

SR

77,905,378

173,096
(531,697)

77,546,777
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14 FIRST-TIME ADOPTION OF 1FRS (continued)
14.1  Reconciliations bepween previously reported amounts and IFRS amounts (continued):

14.1.5 Group's reconciliation of statentent of income and other comprehensive income for the
vear ended 31 December 2016:

As previously
reported under  Remeasurement/
SOCPA reclassification IFRS
Notes SR SR SR
REVENUE
Operating revenue, net 14.2C 1,045,947,795 (1,559,231)  1,044,388,564
Sales 198,832,871 - 198,832,871
1,244,780,660 (1,559,231)  1,243,221,435
DIRECT COSTS
Cost of operations 142A & 142D {524,728,3106) 3,026,457 (521,701,859)
Cost ol sales {145,067,377) - (145,067,377)
(669,795,693) 3,020,457 (666,769,236)
GROSS PROFIT 574,984,973 1,467,226 576,452,199
EXPENSES
Selling and distribution 14.2A & 14.2D (141,732,650) 387,065 (141,345,585)
General and administration 142A, 142D & 142E  (146,498,370) (546,623)  (147,044,993)
(288,231,020 (159,558)  (288,390,578)
OPERATING INCOME 286,753,953 1,307,668 288,061,621
Share in results of an associate 3,038,893 - 3,038,893
Other income 12,415,726 - 12,415,726
Financial charges (6,536,746) - (6,536,746)
INCOME BEFCRE ZAKAT AND INCOME TAX 295,671,826 1,307,668 296,979,494
Zakat (21,823,357) - (21,823,357)
NET INCOME FOR TIIE YEAR 273,848,409 1,307,608 275,156,137
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified
subsequently to profit and loss:
Remeasurement of defined benefit obligation 14.2D - (3,798,892) (3,798,892)
OTHER COMPREIIENSIVE INCOME FOR THE YEAR - (3,798,892) (3,798,892)
TOTAL COMPREHENSIVE INCOME FORTIIE YEAR 273,848,469 (2,491,224} 271,357,245
NET INCOME FOR THE YEAR ATTRIBUTABLE TO:
- Sharelwlders of the parent company 255,883,228 1,299,093 257,182,921
- Non-controlling interest 17,965,241 7,975 17,973,216
273,848,409 1,307,668 275,156,137
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR ATTRIBUTABLE TO:
- Shareholders of the parent company 255,883,228 (2,012,128) 253,871,100
- Non~controlling interest 17,965,241 (479,096) 17,486,145
273,848,469 (2,491,224) 271,357,245
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14 FIRST-TINE ADOPTION OF IFRS (continued)
4.1 Reconciliations between previously reported amonnts and IFRS amounts (continued):

14.1.6  Group's reconciliation for statement of financial position as at 31 March 2016:

As previously
reporfed nuder  Remeasurement/
SOCPA reclassification IFRS
SR SR SR
Notes

ASSETS
NON-CURRENT ASSETS
Property and equipment 14.2A 1,259,842,943 (17,300,641 1,242,536,302
Goodwilt 16,371,000 - 16,371,000
Other intangible assets 14.2B 1,092,558 4,721,758 5,814,316
Investment in an associate 8,743,003 - 8,743,603
Advances to contraclors 22,695,371 - 22,695,371
TOTAL NON-CURRENT ASSETS 1,308,745,475 (12,584,883% 1,296,160,592
CURRENT ASSETS
Inventories 104,552,554 - 104,552,554
Accounts receivable and prepayments 14.2C 368,389,120 5,379,338 373,768,458
Term deposils - - -
Bank balances and cash 247,471,334 - 247,471,334
TOTAL CURRENT ASSETS 720,413,008 5,379,338 725,792,346
TOTAL ASSETS 2,029,158,483 (7.205,545) 2,021,952,938
EQUITY AND LIABILTIES
EQUITY
Share capital 500,000,000 - 500,000,000
Statutory reserve 144,444,240 - 144,444,240
Retained earnings 14,1,7.A 461,309,233 (14,435,388) 446,873,845
Proposed dividends 100,000,000 - 101,000,000
EQUITY ATTRIBUTABLE TO THE SHAREHOLDERS

OF THE PARENT COMPANY 1,205,753,473 (14,435,388) 1,191,318,085
Non-controlling interests 14.1.7.B 74,362,802 44,994 74,407,796
TOTAL EQUITY 1,280,116,275 (14,390,394)  1,265,725,881
NON-CURRENT LIABILITIES
Term loans 361,082,719 - 361,082,719
Employee defined benefit liabilities 14.2D 52,647,815 6,834,849 59,482,664
TOTAL NON-CURRENT LIABILITIES 413,730,534 6,834,849 420,565,383
CURRENT LIABILITIES
Zakat provision 27,071,710 - 27,071,710
Accounts payable and aceruals 184,191,624 350,000 184,541,624
Shert term loans - - -
Current portion of term loans 124,048,340 - 124,048,340
TOTAL CURRENT LIABILITIES 335,311,674 350,000 335,661,674
TOTAL LIABILITIES 749,042,208 7,184,849 756,227,057
TOTAL EQUITY AND LIABILITIES 2.029,158,483 (7,205.545)  2,021,952,938
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14 FIRST-TIME ADOFTION OF 1FRS (continued)
4.1 Reconciliations between previously reporfed amounis and IFRS amounts (continued):
14.1.7  Reconciliation of retained earnings and non-controlling inferest as at 31 March 2016

14.1.7.4 Following is the analysis of the impact of TFRS re-measurements on retained earnings:
Impact on

refained

earnings at 31

Notes March 2016

SR
As per SOCPA (The local GAAP) 461,309,233
Adjustinents :

IFRS adjustments as of Jan 1, 2016 14.1.2.A (11,797,575) .
Start-up costs 142A 99,0062 :
Unbilled revenue 14.2¢ (3,124,647)
Employee defined benefit liabilities 14.2D 737,772
Board of directors’ remuneration [4.2FE (350,000) 5

Adjusted balance (IFRS) 446,873,845

14.1.7.B Following is the analysis of the impact of IFRS re-measurements on non-conirolling interest:
Impact on non-

conirolling

interest at 31

Notes March 2016

SR
As per SOCPA (The local GAAP) 74,362,802
Adfustments ;

Unbilled revenue 14.2C 253,350
Employees' terminal benefits 142D (208,356)

Adjusted balance (IFRS) 74,407,796
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14 FIRST-TIME ADOTPTION OF IFRS (continued)

14.1  Reconciliations between previously reported amounts and 1FRS anounts (continued):

14.1.8 Group’s reconciliation of statement of income and other comprehensive income for the

period ended 31 March 2016

As previously IFRS for the
reported Remeasurement; period ended 31
under SOCPA  reclassification March 2016
Notes SR SR SR
REVENUE
Operating revenue, net 14.2C 254,684,026 (3,237,301) 151,446,725
Sales 52,140,806 - 52,140,806
306,824,832 (3,237,300) 303,587,531
DIRECT COSTS
Cost of operations 142A & 142D (122,797,480) 621,698  (122,175,782)
Cost of sales (37,909,271 - (37,909,271)
(160,706,751} 621,698 (160,085,053)
GROSS PROFIT 146,118,081 (2,6i5,603) 143,502,478
EXPENSES
Selling and distribution 142A & 142D (33,063,335) 77,492 (32,985,843)
General and administration 14.2A, 142D & 142F (34,684,429 (175,203) (34,859,632)
(67,747,764) (97.711) (67,845,475)
OPERATING INCOME 78,370,317 (2,713,314) 75,657,003
Share in results of an associate 788,893 - 788,893
Other income 3,164,055 - 3,164,055
Financial charges (1,933,518) - (1,933,518)
INCOME BEFORE ZAKAT AND INCOME TAX 80,389,747 (2,713,314) 77,676,433
Zakat (4,660,356) - (4,660,356}
NET INCOME FOR TIE PERIOD 75,729,391 (2,713.314) 73,016,077
OTHER COMPREHENSIVE INCOME FOR THE PERIOD - - -
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 75,729,391 (2.713,314) 73,016,077
TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD ATTRIBUTABLE
- Shareholders of the parent company 71,106,726 (2,637,813} 08,408,913
- Non-controiling inierest 4,622,665 (75,501) 4,547,104
75,729,391 (2.713,314) 73,016,077
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14 FIRST-TIME ADOPTION OF IFRS (continued)
4.2 Notes to the IFRS reconciliations of the opening financial statements:

14.24  Property and equipment

Under IFRS, Entities are not allowed to capitalize pre-operating/ start up costs. These costs should he expensed when
they incurred. The Group has previously capitalized these costs which do not meet the definition of cost of an asset as
per IFRS, Therefore, the balance is now being derecognized from property and equipment amounting to SR 12,68
million and the impact has been debited to the retained earnings at the transition date.

14.28B  Other intangible assets

Software Licenses have been reclassified from Property and Equipment to be presented under intangible assets for fair
presentation in line with TAS 38, The net book value of the intangible has been reclassifted to intangible assets.

14,2C  Accounts receivable and prepayments

Under IFRS, the revenue is recognised in the accounting periods in which the services are rendered. This concept was
not followed properly by the Group. It was not practically possible for the Company to determine the amount of accrued
income at each period end, which represents the amount of services rendered but not billed to the patients. As part of
the transition to IFRS, the Group has appiied the concept of accrued income, which resulted in an increase in accounts
receivable and prepayments on the IFRS transition date amounting to SAR 8.3 million. The net impact has been booked
as part of the (ransition adjustments and credited to tetained earnings at the transition date.

14.2D Employees' terminal benefits

Under the Saudi GAAP, the Company was required to recognize the provision for employees' end-of-service benefits
for the amounts payable at the balance sheet date in accordance with the employees' contracts of employnient applicable
to employees' accumulated periods of service.

However under IAS 19, the Company is required to recognize an amount of a liability that equals to the net amount of
present value of the defined henefit obligation, deferred actuarial pains and losses, deferred past service costs and the
fait value of any plan assets al statement of financial position.

Accordingly, the Company has restated employees’ end-of-service benefits as at 1 JTanuary 2016, 31 March 2016 and 31
December 2016, The impact of restatement which pertains to 2015 and periods prior to 2015, has been charged to
opening retained earnings as at 1 January 2016.

14.2E  Board ol directors’ remuneration

Under Saudi GAAP, accepted practice was to charge the Directors’ remuneration in the statement of changes in
shareholders' equity, However under IFRS amounts of Directors’ remuneration should be charged to interim condensed
consolidated statement of income and other comprehensive income.
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