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Mouwasat Medical Services Company
(A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2017

1 CORPORATE INFORMATION

Mouwasat Medical Services Company ("the Company") is registered in Saudi Arabia under Commercial Registration
number 2050032029 dated 12 Ramadan 1417H (corresponding to 21 January 1997). The company was converted into a
Saudi Joint Stock Company in accordance with Ministerial Resolution No. 1880 dated 4 Dhu-al-Hijja 1426H
(corresponding to 4 January 2006).

The Company through its mukltiple branches listed below is engaged in the acquisition, management, operation and
maintenance of hospitals, medical centers, drug stores, pharmacies and wholesale of medical equipment and drugs.

Branch Commercial registration

pumber Date Location
2050086573 27/11/1433 Dammam
2055004626 09/03/1421 Jubail
4650029967 06/05/1421 Madina
1010295838 09/11/1431 Riyadh
2250111494 20/04/1438 Dammam
2050046891 18/09/1425 Pammam
2055006727 19/09/1425 Jubai}
4650030759 11/11/1421 Madina
2051032510 27/03/1427 Khobar
4650083001 18/01/1438 Madina
2050111780 25/05/1438 Dammam
2051064380 12/09/1438 Khobar

The consolidated financial statements inciude the activities of the Company and its following subsidiaries {collectively
referred to as "the Group"):

Country of Percentage of
Name of the entity incorporation ownership Activities
Eastern Medical Services Company Limited Saudi Arabia 5194 Medical services
Specialised Medical Chinic Company Limited Saudi Arabia 93% Medical services

Eastern Medical Services Company Limited is a limited liability company registered in the Kingdom of Saudi Arabia
under commercial registration number 2051023824 dated 10 Ramadan 1420 H {corresponding to 18 December 1999). The
company is engaged in construction and operation of hospitals, dispensaries and speciat clinics,

Specialized Medical Clinic Company Limited is a limited liability company registered in Saudi Arabia under commercial
registration number 2051032296 dated 11 Safar 1427 H (corresponding to 11 March 2006). The company is engaged in
construction, management and operating of the hospital clinics complex in accordance with the preliminary approval of the
Ministry of Health number 038-105-023-033-10001 dated 7 Rabi’ 1 1433H (corresponding to 30 January 2012).

The consolidated financial statements of the Group as at 31 December 2017 were authorised for issue in accordance with
the Board of Directors resohution on 24 Jumada I 1439 H (corresponding to 12 March 2018).

2 SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

Effective 1 January 2017, all entities listed in Saudi Stock Exchange are required to prepare their financial statements in
accordance with the International Financial Reporting Standards (“JFRSs™) that are endorsed in the Kingdom of Saudi
Arabia (“KSA”) and other standards and pronouncements that are issued by Saudi Organization for Certified Public
Accountants (“SOCPA™) (collectively referred to as “IFRSs as endorsed in KSA™). These Consolidated Financial
Statements have been prepared in accordance with the IFRSs as endorsed in KSA” and represent the Group’s first annual
financial statements prepared in accordance with IFRSs as endorsed in KSA. The preparation of these consolidated
financial statements resulied in changes to the significant accounting policies as compared to those presented in the
consolidated financial statements of the Group for the vear ended 31 December 2016, which were prepared in accordance
with accounting standards generally accepted in the Kingdom of Saudi Arabia (“Saudi GAAP™).
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Mouwasat Medical Services Company

(A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 31 December 2017

2 SIGNIFICANT ACCOUNTING POLICIES (continned)

Basis of preparation (continued)

IFRS 1 First-time Adoption of International Financial Reporting Standards (“IFRS 17) endorsed in KSA requires that an
entity’s accounting policies used in is opening statement of financial position and throughout all periods presented in its
first IFRS financial statements comply with IFRSs as endorsed in KSA effective at the end of its first IFRS reporting
period. Accordingly, the IFRSs endorsed in KSA issued and effective as at 1 Januvary 2017 have been applied in preparing
the consolidated financial statements as at and for the year ended 31 December 2017, the comparative information
presented as at and for the year ended 31 December 2016, and in preparation of the opening consolidated IFRS Statement
of Financial Position as at 1 January 2016. The impacts of the transition to IFRSs as endorsed in KSA for the comparative
information are presented in Note 5.

These consolidated financial statements are prepared using historical cost convention using the accrual basis of
accounting. For emplovees' end-of-service benefits, actuarial present value calculation is used. These consolidated
financial statements are presented in Saundi Riyals (“SR™) which is also the functional currency of the Group.

Basis of consolidation

These consolidated financial statements comprise the financial statements of the Company and its subsidiaries as at 31
December 2017. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee. Specifically, the Group
controls an investee if, and only if, the Group has:

- Power over the investee (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 investes

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

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption and when
the Group has less than a majority of the voting or similar rights of an investee, the Group considers all 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 voting 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 consolidated financial statements from the date the
Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of OCI are aftributed to the equity holders of the parent of the Group and to the non-
controlling interests, even if this results in the non-controlling inferests having a deficit balance. When necessary,

adjustrents 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 liabilities, 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 transaction.

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 the consolidated
statement of profit or loss, Any investment retained is recognised at fair value.

Business combinations and goodwilk

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

(A Saudi Joint Stock Company) and its Subsidiaries
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 31 December 2017

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

‘When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acguisition
date. This includes the separation of embedded derivatives in host contracts by the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date,
Contingent consideration classified as equity is not remeasured and its subsequent settlement is accounted for within equity.
Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of 145 39
Financial Instruments: Recognition and Measurement , is measured at fair value with the changes in fair value recognised in
the consolidated statement of profit or loss in accordance with TAS 39. Other contingent consideration that is not within the
scope of IAS 39 is measured at fair value at each reporting date with changes in fair value recognised in profit or loss.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and the amount
recognised for non-controiling 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 identified all of the assets acquired and all of the liabilities assumed and reviews the
procedures used to measure the amounts to be recognised at the acquisition date. If the reassessment still results in an excess
of the fair value of net assets acquired over the aggregate consideration transferred, then the gain is recognised in profit or
loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses, For the purpose of impairment
testing, goodwill acguired 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 liabilities of the
acquiree are assigned to those units.

Where goodwill 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 foss 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
The Group presents assets and liabilities in the consolidated statement of financial position based 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 to be realised within twelve months after the reporting period, or

« Cash or cash equivalent unless restricted from being exchanged or used (o settle a liability for at least twelve months
after the reporting period

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

« It is expected to be settled in the normal operating cycle

» It is held primarily for the purpose of trading

» It 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 alf other liabilities as non-current,
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Mouwasat Medical Services Company
(A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 31 December 2017

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair value measurement

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

+ In the principal market for the asset or lability
Or
» In the absence of a principal market, in the most advantageous market for the asset or liability

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

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

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

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

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

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

» Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement
is directly or indirectly observable.

« Level 3 — Valuation techniques for which the lowest Jevel input that is significant to the fair value measurement is
unobservable.

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

For the purpose of fair value disclosures, the Group has determined classes of assets and Labilities on the basis of the nature,
characteristics and risks of the asset or liability and the level of the fair value hierarchy, as explained above.

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 from 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 supplied 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 customer/ patient.

Finance income

For all financial instruments measured at amortised cost and commission income on such financial instruments is recorded
using the effective 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, to the net carrying amount of the financjal
asset. Commission income is included in finance income in the consolidated statement of profit or loss.
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Mouwasat Medical Services Company
(A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 31 December 2017

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Expenses

Expenses are recorded when incurred based on the accrual basts of accounting. Selling and distribution expenses are those
that specifically relate to marketing personnel, advertisements, promotions as well as allowance for doubtful debts. All other
expenses other than financial charges are allocated on a consistent basis to direct costs and general and administration
expenses in accordance with allocation factors determined as appropriate by the Group.

Zakat

Zakat is provided for the Company and its subsidiaries separately in accordance with Saudi Arabian fiscal regulations. The
provision is charged to the consolidated statement of profit or loss.

Foreign currencies

The Group’s consolidated financial statements are presented in Saudi Riyal, which is also the parent company’s functional
currency. For each entity, the Group determines the functional currency and items inciuded in the financial statements of each
entity are measured using that fiinctional 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 date 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 are taken to the consolidated statement of profit or loss.

Property and equipment

Construction in progress is stated at cost, net of accumulated impairment losses, if any. Property and equipment are stated at
cost, net of accumulated depreciation and accumulated impairment losses, if any. Such cost includes 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 consolidated statement of profit or loss 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-line basis over the estimated useful lives of the assets, as follows:

Buildings 33 years
Building system and improvement 3 to 10 years
Medical equipment and tools 4 1o 10 years
Furniture and fixture 3 to 10 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 from 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
consolidated statement of profit or loss when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property and equipment are reviewed at each financial year
end and adjusted prospectively, if appropriate.

Leases

The determination of whether an arrangement is (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 if fulfilment 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) not explicitly specified in an arrangement.
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Mouwasat Medical Services Company
(A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 31 December 2017

2 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.

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

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are 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 are measured on initial recognition at cost. The cost of intangible assets acquired in a
business combination is their fair vaiue 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, excluding
capitalised development costs, are not capitalised and the related expenditure is reflected in consolidated statement of profit or
loss 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 each reporting period. Changes in the expected useful life or
the expected pattern of consumption of future economic benefits embodied in the asset are considered to modify the
amortisation period or method, as appropriate, and are treated as changes in accounting estimates. The amortisation expense
on intangible assets with finite lives is recognised in the consolidated statement of profit or loss in the expense category that is
consistent with the function of the intangible assets.

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

(Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in the consolidated statement of profit or loss when the asset
is derecognised.

Intangible assets represent the software license and operating license of certain hospitals. They are accounted for using the
cost model whereby capitalised costs are amortised on a straight-line basis over their estimated useful lives, ranging between 3
to §0 years. Useful lives are reviewed at each reporting date.

Investment in an asscciate

An associate {s 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 control over those policies.

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

The Group’s investment in an asseciate is accounted for using the equity method.
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Mouwasat Medical Services Company
(A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 31 December 2017

2 SIGNIFICANT ACCOUNTING POLICIES (confinaed)

Investment in an associate (continued)

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. Goodwill
refating to the associate or joint venture is included in the carrying amount of the investment and is not tested for impairment
separately.

The consolidated statement of profit or loss reflects the Group’s share of the results of operations of the associate. Any
change in OCT of the investees is presented as part of the Group’s OCL In addition, when there has been a change recognised
directly in the equity of the associate, the Group recognises its share of any changes, when applicable, in the statement of
changes in equity.

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

The aggregate of the Group’s share of profit or loss of an associate is shown on the face of the consolidated statement of
profit or loss outside operating profit.

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

Afier application of the equity method, the Group determines whether it is necessary to recognise an impairment foss on its
investment in #s associate. At each 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 vahie, and then recognises the loss as ‘Share of
profit of an associate® in the consolidated statement of profit or loss.

Upon loss 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 consolidated statement of profit or loss.

Financial instruments — initial recognition and subsequent measurement

A financial instrument is any contract that gives rise o a financial asset of one entity and a financial liability or equity
instrument of another entity.

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 initiaily at fair value plus, in the case of assets not at fair value
through profit or loss, transaction costs that are attributable to the acquisition of the financial asset.

Purchases or sales of financial assets that require delivery of assefs within a time frame established by regulation or
convention in the marketplace (regular way trades) are recognised on the irade date, i.e., the date on which the Group commits
1o purchase or sell the asset.

Subsequent measurement
The subsequent measurement of financial 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 amortised cost using the effective interest rate (EIR) method, less impairment. 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 losses arising from
impairment are recognised in the consolidated statement of profit or loss in finance charges for loans and in other operating
expenses for receivables.

This category generally applies to accounts receivable and employees' loans.
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Mouwasat Medical Services Company
(A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 31 December 2017

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments — initial recognition and subsequent measurement (continued)
Financial assets (continued)

Derecognition
A financial asset (or, where applicable, a part of a financial asset or part of a Group of similar financial assets) is primarily
derecognised (i.c., removed from the Group’s consolidated financial statements) when:

» The rights to 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 full without material delay to a third party under a ‘pass-through’ arrangement; and either;

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

{b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred conirol of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has eniered into a pass-through arrangement,
it evaluates if and, to what extent, it has retained the risks and rewards of ownership. When it has neither transferred nor
retained substantially all of the risks and rewards of the asset nor transferred control of it, the asset is 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 takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Group could be required to repay.

Impairment of financial assets

The Group assesses, at each reporting date, whether there is objective evidence 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 delinquency in interest or principal payments, the probability that they
will enter bankruptcy or other financial reorganisation and observable 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 af amortised cost

For financial assets carried at amortised cost, the Group first assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for financial assets that are not individually significant. If the Group
determines that no 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 collectively assesses them for
impairment. Assets that are individually assessed for impairment and for which an impairment loss is, or continues to be,
recognised are not included in a collective assessment 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 financial asset’s original effective interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the loss is recognised in the
consolidated statement of profit or less. Finance income (recorded as finance income in the consolidated statement of profit or
loss) 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 allowance are written off when there is
no realistic prospect of future recovery and all collateral has been realised or has been transferred to the Group. If, in a
subsequent year, the amount of the estimated impairment loss increases or 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 consolidated statement of profit or loss.
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Mouwasat Medical Services Company
(A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 31 December 2017

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments — initial recognition, subsequent measurement (continued)
Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and
borrowings, payables and other financial liabilities measured at amortised cost using EIR method, as appropriate.

All financial Habilities are recognised 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 payabies, loans and borrowings.
Subsequent measurement

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

This is the category most relevant to the Group. After initial recognition, term loans are subsequently measured at amortised
cost using the effective 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 effective 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 EIR amortisation is included in finance costs in the consolidated statement of profit or loss.

This category generally applies to terms loans,

Derecogrition

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

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated financial statements if
there is a currently enforceable legal right to offset the recognised amounts and there is an intention to setthe on a.net basis, to
realise the assets and settle the liabilities simultaneously.

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

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

Cash and cash equivalents

Cash and cash equivalents consists of bank balances, cash on hand and short term deposits which have a maturity of three
months or less when purchased.

Impairment of non-financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any indication
exists, or when annual impairment testing for an asset is required, the 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 asset does not generaie 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
recoverable amount, the asset is considered impaired and is written down te its recoverable amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (contmued)
At 31 December 2017

2 SIGNIFICANT ACCOUNTING POLICIES (continned)

Impairment of non-financial assets (continued)

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

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

Tmpairment losses of continuing operations are recognised in the statement of profit or loss in expense categories consistent
with the function of the impaired asset.

For assets excluding goodwill, an assessment is made at cach reporting date to 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 been a change in
the assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognised. The reversal
is limited so that the carrying amount of the assct does not exceed s recoverable amount, nor exceed the carrying amount 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 statement of profit or loss unless the asset is carried at a revalued amount, in which case, the
reversal is treated as a revatuation increase.

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

Impairment is determined for goodwill by assessing the recoverable amount of each CGU (or group of CGUs) to which the
goodwill relates. When the recoverable amount of the CGU is less than its carrying amount, an impairment loss is recognised.
Impairment losses relating to 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.

Statutory reserve

In accordance with the Saudi Arabian Regulations for Companies, 10% of the profit for the vear is required to be transferred
10 the legal reserve until the balance in the reserve equals 30% of the capital. The Ordinary General Assembly may decide to
stop this transfer when the mentioned reserve reaches 30% of the paid capital. The Company continued for such transfer as
the ordinary general assembly has not decided 1o stop the transfer as of the consolidated financial statements date. This
reserve is not normally available for distribution except in circumstances specified in the Saudi Arabian Companies
Regulations.

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 economic benefits will be required to settle the obligation and a reliable
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 cerlain. The expense relating to a provision is presented in the consolidated statement of profit or
loss 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 reflects, when
appropriate, the risks specific to the liability. When discounting is used, the increase in the provision due to the passage of
time is recognised as a finance cost,
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Employees' end-of-service benefits

The Company operates a non-funded employee end-of-service benefit plan, which is classified as defined benefit obligation
under TAS 19 'Employee Benefits', A defined benefit plan is a plan which is not a defined contribution plan. The hability
recognised in the consolidated statement of financial position for a defined benefit plan is the present value of the defined
benefit obligation at the end of the reporting 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
estimated future cash outflows using market vields at the end of the reporting period of high quality corporate bonds that have
terms o maturity approximating to the estimated term of the post employment benefit obligations. Actuarial gains and losses
arising from changes in actuarial assumptions and experience adjustments are recognised in equity through the other
comprehensive income in the period in which they arise.

Contingencies

Contingent [iabilities are not recognised in the consolidated financial statements. They are disclosed unless the possibility of
an outflow of resources embodying economic benefits is remote. Liabilities which are probable, they are recorded in the
consolidated statement of financial position under accounts payable and accruals. A contingent asset is not recognised in the
consolidated financial statements but disclosed when an inflow of economic benefits is probable.

3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

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

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised and in any future periods affected.

In particular, information abowt significant areas of estimation, uncertainty, and critical judgments in applying accounting
policies (that have the most significant effect on the amount recognised in the consolidated financial statements) includes:

Impairment of trade receivables

An estimate of the collectible amount of trade receivables is made when collection of the full amount is no Jonger 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 length of time past due.

Valuation of defined benefit obligations

The cost of the defined benefit pension plan and other post-employment benefits and the present value of the pension
obligation are determined using aciuarial valuations. An actuarial valuation involves making various assumptions that may
differ from actual developments 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 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.
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3 SIGNIFLCANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or Cash Generating Unit ("CGU") exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal
calculation is based on available data from binding sales transactions, conducted at arm’s length, for similar assets or
observable market prices less incremental costs for disposing off the asset. The value in use calculation is based on a
Discounted Cash Flow ("DCF") model. The cash flows are derived from the budget for the next five years and do not
include restructuring activities that the Company is not yet committed to or significant future investments that will enhance
the 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 net cash-inflows and the growth rate used for extrapolation purposes.

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 are disclosed below. The Group intends to adopt these standards, if applicable, when they become effective.
IFRS 9 Financial Instruments

“IFRS 9 - Financial Instruments” (“IFRS 9™), addresses the classification, measurement and derecognition of financial
assets and financial liabilities, introduces new rules for hedge accounting and a new impairment model for financial assets.
The standard is effective from 1 January2018 and allows early adoption.

The Group will adopt the new standard on the effective date. At this stage, the Group is finalising its assessment of the
impact of the new standard on the Group’s financial statements.
IFRS 15 Revenue from Contracts with Customers

IFRS 15 will replace “IAS 18 — Revenue™ which covers revenue arising from the sale of goods and the rendering of
services and “IAS 11 - Construction Contracts” which covers construction contracts,

The new standard is based on the principle that revenue is recognised when control of a good or service transfers to a
customer.

The standard permits either a full retrospective or a modified retrospective approach for the adoption, The new standard is
effective for first periods within annual reporting periods beginning on or after 1 January 2018, and atlows early adoption.

The Group will adopt the new standard on the effective date. At this stage, the Group is finalising its assessment of the
impact of the new standard on the Group’s financial statements.

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

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of a subsidiary that is
sold or contributed o an associate or joint venture.

TIAS 7 Disclosure Initiative - Amendments to TAS 7

The amendments to IAS 7 Statement of Cash Flows are part of the IASB’s Disclosure Initiative and require an entity to
provide disclosures that enable users of financial statements to evaluate changes in liabilities arising from financing
activities, including both changes arising from cash flows and non-cash changes.

IFRS 16 Leases

The TASB has issued a new standard for the recognition of leases. This standard will replace:
* IAS 17 — ‘Leases’
» IFRIC 4 — ‘Whether an arrangement contains a lease’

» SIC 15— ‘Operating leases — Incentives’
+ SIC-27 — ‘Evaluating the substance of transactions involving the legal form of a lease’

23



Mouwasat Medical Services Company
(A Saudi Joint Stock Company) and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
At 31 December 2017

4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued}
IFRS 16 Leases (continued)

Under 1AS 17, lessees are required to make a distinction between a finance lease (on consolidated statement of financial
position) and an operating lease {off balance sheet). IFRS 16 now requires lessees to recognise a lease liability reflecting
future lease payments and a ‘right-of-use asset” for all lease contracts apart from an optional exemption for certain short-
term leases.

In addition, under the new lease standard, a contract is, or contains, a lease if the contract conveys the right to control the
use of an identified asset for a period of time in exchange for consideration,

[FRS 16 is effective for annual periods beginning on or afier 1 January 2019, early application is permitted. The Group will
adopt the new standard on the effective date. At this stage, the Group is finalising its assessment of the impact of the new
standard on the Group’s financial statements.

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
considerations, the date of the transaction i3 the date on which an entity initially recognises the non-monetary asset or non-
monetary liability, 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.

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 adopiers of IFRS are also permitted to apply the interpretation prospectively to
all assets, expenses and income initially recognised on or after the date of transition to IFRS. The Group will adopt the new
standard on the effective date, and is finalising its detailed assessment of the impact on the Group’s financial statements.

TAS 28 Investments in Associates and Joint Ventures
Clarification that measuring investees at fair value through profit or foss 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 loss.

- 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 equity method, elect to retain the fair value measurement applied by that
investment entity associate or joint venfure 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 or 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 earlier period, it must disclose that fact.
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5 FIRST-TIME ADOPTION OF IFRS

For all the periods and up to the year ended 31 December 2016, the Group prepared its consolidated firancial statements
in accordance with accounting standards generally accepted in the Kingdom of Saudi Arabia (“Saudi GAAP™). Effective 1
January 2017, all entities listed in Saudi Stock Exchange are required fo prepare their financial statements in accordance
with the IFRSs as endorsed in KSA.

1FRS 1 First-time Adoption of International Financial Reporting Standards (“IFRS 17) endorsed in KSA requires that an
entity’s accounting policies used in its opening statement of financial position and throughout all periods presented in its
first TFRS financial statements comply with IFRSs as endorsed in KSA effective at the end of its first IFRS reporiing
period. Accordingly, the IFRSs endorsed in KSA issued and effective as at 1 January 2017 have been applied in preparing
the consolidated financial statements as at and for the vear ended 31 December 2017, the comparative informalion
presented as at and for the year ended 31 December 2016, and in preparation of the opening consolidated IFRS Statement
of Financial Position as at 1 January 2016,

IFRS 1 endorsed in KSA allows first-time adoplers certain exemptions from retrospective application of certain
requirements under IFRSs as endorsed in KSA. However, the Group has applied the following exemptions.

Exemptions applied:
IFRS 1 allows first-time adopters certain exemptions from the retrospective application of certain requirements under
IFRS. The Group has applied the following exemptions:

i IFRS 3 Business Combinations has not been applied to either acquisitions of subsidiaries that are considered
businesses under IFRS, or acquisitions of interests in associates and joint ventures that occurred before 1 January
2016. Use of this exemption means that the SOCPA carrying 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 IFRS. Assets and liabilities that do not qualify for recognition under TFRS are
excluded from the opening IFRS statement of financial position. The Group did not recognise or exclude any
previously recognised amounts as a result of IFRS recognition requirements,

ii TFRS 1 also requires that the SOCPA carrying amount of goodwill must be used in the opening IFRS statement of
financial position (apart from adjustments for goodwill impairment and recognition or derecognition of intangible
agsets). In accordance with IFRS 1, the Group has tested goodwill for 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
refating to all qualifying assets after the date_of transition. Similarly, the Group has not restated for borrowing costs
capitalised under Saudi GAAP on qualifying assets prior to the date of transition to IFRS.

Exceptions applied:

TAS 20 Accounting for Government Grants and Disclosure of Government Assistance has not been applied on government
loans existing at the date of transition to TFRSs and the corresponding benefit of the government loan at a below-market
rate of interest as a government 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 interest on a basis consistent with
IFRS requirements, it shall use its previous GAAP carrying amount of the loan at the date of transitien to IFRSs as the
carrying amount of the loan in the opening [FRS statement of financial position.

Estimates:

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

The impacts of the transition to IFRSs as endorsed in KSA for the comparative information are outlined in the following
tables and explanatory notes.
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5 FIRST-TIME ADOPTION OF IFRS (confinued)
3.1 Group’s reconciliation for statement of financial position as af I January 2016 (date of transifion to IFRS)
Remeasurement/
Saudi GAAP  reclassification IFRS
Notes SR SR SK
ASSETS
NON-CURRENT ASSETS
Property and equipment 5A 1,212,212,035 (16,877,452) 1,195,334,583
Goodwill 16,371,000 - 16,371,000
Intangible assets S5E 1,053,382 4,193,507 5,246,889
Investment in an associate 8,743,603 - 8,743,603
Advances to confractors 23,308,370 - 23,308,370
TOTAL NON-CURRENT ASSETS 1,261,688,390 (12,683,945) 1,249,004,445
CURRENT ASSETS
Inventories 107,529,613 - 107,529,613
Accounts receivable 236,115,782 - 236,115,782
Advances, prepayments and other receivables 5B 35,163,031 8,616,639 43,779,670
Term deposit 150,000,000 - 150,000,000
Cash and cash equivalent £1,002,809 - 81,002,809
TOTAL CURRENT ASSETS 609,811,235 8,616,639 618,427,874
TOTAL ASSETS 1,871,499,625 (4,067,306) 1,867,432,319
EQUITY AND LIABILITIES
EQUITY
Share capital 500,000,000 - 500,000,000
Statutory reserve 144,444 240 - 144,444,240
Retained earnings 5.1.1.A 490,202,507 (11,797,575) 478,404,932
EQUITY ATTRIBUTABLE TO THE SHARE
HOLDERS OF THE PARENT COMPANY 1,134,646,747 (11,797,575) 1,122,849,172
Non-controlling interests 5.1.1.B 69,740,137 120,493 69,860,632
TOTAL EQUITY 1,204,386,884 (11,677,080) 1,192,709,804
NON-CURRENT LIABILITIES
Term loans 326,231,195 - 326,231,195
Employees’ end-of-service benefits 3C 50,849,918 7,609,774 58,459,692
TOTAL NON-CURRENT LIABILITIES 377,081,113 7,609,774 384,690,887
CURRENT LIABILITIES
Trade payables 78,397,426 - 78,397,426
Accruals and other payables 68,341,757 - 68,341,757
Current portion of term loans 120,881,091 - 120,881,091
Zakat provision 22,411,354 - 22,411,354
TOTAL CURRENT LIABILITIES 290,031,628 - 290,031,628
TOTAL LIABILITIES 667,112,741 7,609,774 674,722,515
TOTAL EQUITY AND LIABILITIES 1,871,499.625 (4,067,306) 1,867,432,319
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5 FIRST-TIME ADOPTION OF IFRS (continued)

5.1 Group’s reconciliation for statement of financial position as at 1 January 2016
(date of transition to IFRS} (continued):

511 Reconciliation of retained earnings and non-controlling interest as at 1 January 2016;

5.1.1.4 Foliowing is the analysis of the impact of IFRS re-measurements on retained earnings:

Notes
As per SOCPA (The Saudi GAAP)
Adjustments :
Start-up costs SA
Unbilled revenue 5B
Employees' end-of-service benefits 3C
Adjusted balance (IFRS)

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

Notes
As per SOCPA (The Saudi GAAP)
Adjustments :
Unbilled revenue 5B
Employees' end-of-service benefits 5C
Adjusted balance (IFRS)

Impact on
retained
earnings at [
January 2016
SR

490,202,507

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

478,404,932

Impact on non-
controlling
interest at 1
Jaruary 2016
SR

69,740,137

366,004
(245,509)

69,860,632
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5 FIRST-TIME ADOPTION OF IFRS (continued)
5.2 Group’s reconciliation for statement of financial posifion as at 31 December 2016:
Remeasurement;
Saudi GAAP reclassification IFRS
Notes SR SR SR
ASSETS
NON-CURRENT ASSETS
Property and equipment SA 1,381,310,201 (20,651.323) 1,360,658,878
Goodwill 16,371,000 - 16,371,000
Intangible assets 5E 1,497,293 8,363,626 9,860,919
Investment 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
Tnventories 124,342,199 - 124,342,199
Accounts receivable 307,815,128 - 307,815,128
Advances, prepayments and other receivables 5B 35,300,018 7,057,408 42.357.426
Term deposit 30,000,000 - 30,000,000
Cash and cash equivalent 124,502,512 - 124,902,512
TOTAL CURRENT ASSETS 622,359,857 7,057,408 629,417,265
TOTAL ASSETS 2,104,179,886 (5,230,289)  2,098,949,597
EQUITY AND LIABILITIES
EQUITY
Share capital 500,000,000 - 500,000,000
Statutory reserve 170,032,563 - 170,032,563
Retained earnings 5.21.A 619,007.412 (9,097,882) 609,999,530
Other reserve 52.1B - (3,311,821) (3,311,821
EQUITY ATTRIBUTABLE TO THE SHARE-

HOLDERS OF THE PARENT COMPANY 1,289.129.975 (12,409,703  1,276,720,272
Non-controlling interests 52.1.C 77,905,378 (358,601) 77,546,777
TOTAL EQUITY 1,367,035,353 (12,768,304)  1,354,267,049
NON-CURRENT LIABILITIES
Term loans 322,711,970 - 322,711,970
Employees' end-of-service benefits 3C 58,132,937 7,538,015 65,670,952
TOTAL NON-CURRENT LIABILITIES 380,844,907 7,538,015 388,382,922
CURRENT LIABILITIES
Trade payables 92,447,073 - 92,447,073
Accruals and other payables 91,631,236 - 91,631,236
Short term loans 1,057,500 - 1,057,500
Current portion of term foans 142,256,059 - 142,256,059
Zakat provision 28,907,758 - 28,907,758
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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5 FIRST-TIME ADOPTION OF IFRS (continued)

5.2 Group’s reconciliation for statement of financial position as at 31 December 2016 (continued):

5.2.1 Reconciliation of retained earnings and non-controlling interest as at 31 December 2016:

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

Notes
As per SOCPA (The Saudi GAAP)
Adjustments :
IFRS adjustments as of Jan 1, 2016 51.LA
Start-up costs SA
Unbilled revenue B
Emiployees' end-of-service benefits 5C

Adjusted balance (IFRS)

5.2.1.B  Following is the analysis of the impact of IFRS re-measurements on other reserve:

Notes
As per SOCPA (The Saudi GAAP)
Adjustments :
Remeasurement loss on employezs' end-of-service benefits 5C
Adjusted balance (IFRS)

5.21.C Tollowing is the analysis of the impact of IFRS re-measurements on non-conirolling interest:

Notes
As per SOCPA (The Saudi GAAP)
Adjustments :
IFRS adjustments as of Jan 1, 2016 5.L1.1B
Unbilled revenue 5B
Employees' end-of-service benefits 5C

Adjusted balance (IFRS)

Impact on
retained
earnings at 31
December 2016
SR

619,097,412

(11,797,575)
396,248

(1,366,323)
3,669,768

609,999,530

Impact on other
reserve af 31
December 2016

SR

(3,311,821)

(3,311,821)

Impact on non-
controlling
interest at 31
December 2016
SR

77,905,378
120,495

(192,908)
(286,188)

77,546,777
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5 FIRST-TIME ADOPTION OF IFRS {continned)

53 Group’s reconciliation of statement of profit or loss and comprehensive income for the year ended

31 December 2016:
Remeasurement/
Saudi GAAP reclassification IFRS
Noles SR SR SR
REVENUE
Operating revenue, net 5B 1,045,947,795 {1,559,231)  1,044,388,564
Sales 198,832,871 - 198,832,871
1,244,780,666 (1,559,231)  1,243,221,435
DIRECT COSTS
Cost of operations 5A & 5C (524,728,316) 3,026,457 (521,701,859)
Cost of sales (145,067,377) - (145,067.377)
(669,795,693) 3,026,457 (666,769,236)
GROSS PROFIT 574,984,973 1,467,226 576,452,199
EXPENSES
Setling and distribution 5A & 5C (141,732,650) 387,065 (141,345,585)
General and administration 5A,5C & 5D (146,498,370) (546,623} (147,044,993)
(288,231,020) (159,558) (288,390,578)
OPERATING PROFIT 286,753,953 1,307,668 288,061,621
Share in results of an associate 3,038,893 - 3,038,893
Other income, net 12,415,726 - 12,415,726
Finance costs (6,536,746) - {6,536,746)
PROFIT BEFORE ZAKAT 295,671,826 1,307,668 296,979,494
Zakat (21,823,357) - {21,823,357)
PROFIT FOR THE YEAR 273,848,469 1,307,668 275,156,137
PROFIT ¥OR THE YEAR ATTRIBUTABLE TO:
- Shareholders of the parent company 255,883,228 1,299,693 257,182,921
- Non-controlling interest 17,965,241 7,975 17,973,216
273,848,469 1,307,668 275,156,137
OTHER COMPREHENSIVE INCOME
Other comprehensive income not to be reclassified to
prafit or loss in subsequent periods:
Rcm.easurement loss on employees' end-of- 50 ) (3.798,892) (3.798,892)
service benefits
OTHER COMPREHENSIVE LOSS FOR THE YEAR - (3,798,892) (3,798,892)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 273,848,469 (2,491,224) 271,357,245
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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5 FIRST-TIME ADOFPTION OF IFRS (continued)

54 Property and equipment

Under TFRS, Entities are not allowed to capitalise pre-operating/ start up costs. These costs should be expensed when they
incurred. The Group has previously capitalised these costs which do not meet the definition of cost of an asset as per IFRS.
Therefore, the balance is now being derccognised from property and equipment amounting to SR 12.68 million and the
impact has been debited to the retained earnings at the transition date.

5B Prepayments and others

As part of the transition to TFRS as endorsed in KSA, the Group revisited the terms and conditions of rendering services to
patients which resulied in recognition of accrued income as at 1 January 2016, Therefore, accrued income (classified under
prepayments and others) of SAR 8.3 million and SR 7.06 million was recognised as at 1 January 2016 and 31 December
2016, respectively with corresponding credit 10 retained earnings and consolidated statement of profit or loss. Additionally,
operating revenue for the year ended 31 December 2016 was reduced by SR 1,559,231.

5C Employees' end-of-service benefits

Under the Saudi GAAP, the Group was required to recognise the provision for employees' end-of-service benefits for the
amounts payable at the statement of financial position date in accordance with the employees' contracts of employment
applicable to employees' accumulated periods of service. However under IAS 19, the Company is required to recognise an
amount of a liability that equals to the net amount of present value of the defined benefit obligation, deferred actuarial gains
and losses, deferred past service costs and the fair value of any plan assets at statement of {inancial position. Accordingly, the
Group bas restated employees' end-of-service benefits as at 1 January 2016 and 31 December 2016. The impact of
restatemnent which pertains to 2015 and periods prior to 2013, has been charged fo opening retained earnings as at 1 January
2016.

5D Board of directors’ remuneration

Under Saudi GAAP, accepied 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 consolidated statement of profit or
loss.

5E Others

In addition to above IFRS adoption adjustments, certain items in the consolidated statements of financial position and income
have been reclassified to meet the presentation and disclosure requirements in accordance with IFRS as endorsed in KSA,
which have not resulted in any additional impact on equity or net income for comparative figures.
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6 COST OF OPERATION

2017 2016
SR SR
Employees' costs 322,118,669 280,460,215
Material consumption 131,956,656 97,069,649
Depreciation 71,421,038 60,189,914
Drug consumption 57,355,127 40,592,679
Repair & maintenance 15,831,315 10,951,722
Support services 15,313,793 9,365,137
Utilities 11,014,877 10,029,349
Amortisation of intangible assets 1,092,229 511,103
Others 14,632,376 12,532,091
640,736,080 521,701,859
7 SELLING AND DISTRIBUTION EXPENSES
2017 2016
SR SR
Allowance for doubtful debts (note 18) 91,061,460 84,282,690
Employees' costs 46,016,938 40,498,097
Advertising and sales promotion 14,095,602 16,564,798
151,174,000 141,345,583
8 GENERAL AND ADMINISTRATION EXPENSES
2017 2016
SR SR
Employees® costs 92,033,876 80,222,065
Depreciation 17,855,259 14,388,424
Management bonus 16,943,566 11,835,067
Board of directors’ remuneration 2,700,000 1,400,000
Maintenance and repair 6,784,849 4,693,595
Executives’ salaries 6,150,000 5,358,750
Support services 5,950,667 3,482,594
Rent 2,229,449 2,274,542
Utilities 4,720,662 4,829,328
Amortisation of intangible assets 1,191,898 688,593
Others 32,906,787 17,868,095
189,467,013 147,044,993
9 OTHER INCOME, NET
2017 2016
SR SR
Rental income 2,761,051 2,081,033
Suppliers prompt payment discount 1,669,594 1,801,454
Services provided to an associate (note 31) 450,062 433,976
Gain on disposal of property and equipment 410,226 1,619,238
Others 3,504,419 6,480,025
8,795,352 12,415,726
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10 FINANCE COSTS

2017 2016
SR SR
Interest on;
-long terim borrowings 4,892,433 6,521,884
-short term borrowings - 14,862
4,892,433 6,536,746
11 ZAKAT
Charge for the period 2017 2016
SR SR
Provision for the year 23,325,552 21,823,357
23,325,552 21,823,357
The provision for the year is based on individnal zakat base of the Compary and its subsidiaries.
Movement in provision
The movement in zakat provision was as follows:
2017 2016
SR SR
As at 1 Japuary 28,907,758 22,411,354
Charge for the year 23,325,552 21,823,357
Paid during the year (15,944,754) (15,326,953)
At 31 December 36,288,556 28,907,758

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 2016 have been filed with the GAZT. However, the assessments have not yet
been raised by GAZT.

Zakat has been computed based on the parent Company's understanding and interpretation of the zakat regulations enforced
in the Kingdom of Saudi Arabia, The GAZT continues to i{ssue circulars to clarify certain zakat regulations which are
usually enforced on all open years. The zakat liability as computed by the Company could be different from zakat as
assessed by the GAZT {or years for which assessments have not yet been raised by the GAZT.

Eastern Medical Services Company Limited
Zakat assessments have been agreed with the GAZT up to 2012, The zakat assessments for the years from 2013 to 2016
have been filed with the GAZT. However, the assessments have not yet been raised by GAZT.

Specialised Medical Clinic Company Limited

Zakat assessments have been agreed with the General Authority for Zakat and Tax ("the GAZT") up to 2008. The zakat
declarations for the years from 2009 to 2012 have been filed with the GAZT. However, the final assessments have not yet
been raised by GAZT. The Company has not filed the Zakat declarations for the year 2013 and thereafter.
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12 PROFPERTY AND EQUIPMENT

Cost:
Asat 1 January 2016

Additions
Transfers
Disposals

At 31 December 2016

Additions
Transfers
Disposals

At 31 December 2017

Accunuilated Depreciation:
As at 1 January 2016

Charge for the year
Disposals

At 31 December 2016

Charge for the year
Disposals

At 31 December 2017

Net book amounts:
At 31 December 2017

At 31 December 2016

As at T January 2016

Building Medical
system and  eguipment and Furniture Construction work
Plots of land Buildings improvement tools  and fixture Motor vehicles in progress Total
SR SR SR SR SR SR SR SR
283,568,602 528,257,063 218,482,007 413,490,205 83,262,892 28,158,281 135,005,209  1,690,224,259
- 831,029 8,755,570 33,853,604 11,547,765 5,065,593 161,810,045 241,863,606
- 76,975,291 44,738,774 19,736,934 - 2,235,759 (143,686,758) -
- - (196,149} (9.906,218)  (3,078,853) (2,862,534) (1,116,274) (17,160,028)
283,568,602 606,063,383 271,780,202 477,174,525 91,731,804 32,597,099 152,012,222 1,914,927,837
51,500,000 4,284,660 7,101,854 35925399 21,122,693 3,171,290 239,739,537 362,845,433
- 19,892,481 8,612,893 - 2,532,920 - (31,038,294) -
- - {60,300) 3,074,895y  (1,828,207) (2,406,459) - (7,369,861)
335,068,602 630,240,524 287,434,649 510,025,029 113,559,210 33,361,930 360,713,465  2,270,403,409
- 137,200,015 87,232,828 202,664,210 49,386,945 18,405,678 - 494,889,676
- 16,446,351 13,567,848 33,388,391 6,938,756 4,236,992 - 74,578,338
- - (171,419) (9,487,132)  (2,866,948) (2,673,556) - (15,199,055)
- 153,646,366 100,629,257 226,565,469 53,458,753 19,969,114 - 554,268,959
- 17,322,201 21,350,843 35,696,226 10,496,785 4,410,242 - 89,276,297
- - (60,294) (2,961,617)  (1,800,922) (2,297,050) - (7,119,883)
- 170,968,567 121,919,806 259,300,078 62,154,616 22,082,306 - 636,425,373
335,068,602 459,271,957 165,514,843 250,724,951 51,404,594 11,279,624 360,713,465  1,633,978,036
283,568,602 452,417,017 171,150,945 250,609,056 38,273,051 12,627,985 152,012,222 1,360,658,878
283,568,602 391,057,048 131,249,179 210,825,995 33,875,947 9,752,603 135,005,209  1,195,334,583
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12 PROPERTY AND EQUIPMENT (continued)

Construction work in progress represents costs incurred to construct new hospitals in Alkhobar city and expanding existing
hospitals in Dammam, Madinah and Jubail during 2017. During the year, borrowing costs of SR 9.7 million (31 December
2016: SR 7.5 million, 1 Janvary 2016: SR 2.5 million} were capitalised.

At 31 December 2017 plots of land amounting to SR 56.1 million (31 December 2016: SR 56.1 million, 1 January 2016:
SR 43.5 million) are pledged as security against term loans (note 25).

The depreciation charge has been allocated as follows:

2017 2016

SR SR

Cost of operations (Note 6) 71,421,038 60,189,914
General and administration expenses (Note 8) 17,855,259 14,388,424
89,276,297 74,578,338

13 GOODWILL

On 24 July 2006, the Group acquired 51% of the voting shares of Eastern Medical Services Company Limited, an unlisted
company registered in the Kingdom of Saudi Arabia ("EMS"). The Group performed its annual impairment testing for the
vear ended 31 December 2017 compared carrying value to their estimated recoverable amount based on appropriate method.

The recoverable amount of the EMS is also determined based on a value in use calculation using cash flow projections
from financial budgets approved by senior management covering a five-year period. The projected cash flows have been
updated to reflect the increased demand for services. The pre-tax discount rate applied to the cash flow projections is 15%.
The growth rate used to extrapolate the cash flows of the unit beyond the five-year period is 2%. This growth rate of Saudi
Arabia is ranging from 1% to 3.5%. As a result of the analysis, there is recoverable amounts of SR 102 million and
management did not identify an impairment for this CGU.

Key assumptions used in valae in use calculations

The calculation of value in use is most sensitive to the following assumptions:
Gross margins
Discount rates
Growth rates used to extrapolate cash flows beyond the forecast period

Gross margins — Gross marging are based on average values achieved in the three years preceding the start of the budget
period, These are increased over the budget period for anticipated efficiency improvements.

Discount rates — Discount rates represent the current market assessment of the risks specific to cash generating unit,
regarding the time value of money and individual risks of the underlying assets which have not been incorporated in the
cash flow estimates. The discount rate calculation is based on the specific circumstances of the Group and its operating
segments and derived from its weighted average cost of capital (WACC). The WACC takes into account both debt and
equity. The cost of equity is derived from the expected return on investment by the Group’s investors. The cost of debt is
based on the interest-bearing borrowings the Group is obliged to service. Segment-specific risk is incorporated by applying
individual beta factors. The beta factors are evaluated annually based on publicly-available marked data.

Growth rate estimates — Rates are based on published indusiry research.
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14 INTANGIBLE ASSETS

Other intangible assets represent the software licenses and the license of certain hospitals and dispensaries and are
amortised over a period of 3-7 years.

Operating Total
Software licenses licenses ot
SR SR SR
Cost:
As at 1 January 2016 8,355,063 2,875,860 11,230,923
Additions 4,808,998 1,004,728 5,813,726
At 31 December 2016 13,164,061 3,880,588 17,044,645
Additions 3,253,169 1,816,720 5,069,889
Written-off - (1,775,411) (1.775.411)
At 31 December 2017 16,417,230 3,921,897 20,339,127
Accumulated amortisation:
As at 1 January 2016 4,161,556 1,822,478 5,984,034
Charge for the year 638,879 360,817 1,199,696
At 31 December 2016 4,800,435 2,383,295 7,183,730
Charge for the year 1,365,287 918,840 2,284,127
Written-off - (1,775,411) (1,775,411)
At 31 December 2017 6,165,722 1,526,724 7,692,446
Net book amounts:
At 31 December 2017 10,251,508 2,395,173 12,646,681
At 31 December 2016 8,363,626 1,497,293 9,860,919
As at 1 January 2416 4,193,507 1,053,382 5,246,889
The amortisation of intangible assets has been allocated as follows:
2017 2016
SR SR
Cost of operations (Note 6} 1,092,229 511,103
General and administration expenses (Note 8) 1,191,898 688,593
2,284,127 1,199,696

15 INVESTMENT IN AN ASSOCIATE
The Group has 50% share in Advance Medical Project Company ("AMPC"), a limited liability company registered in the
Kingdom of Saudi Arabia. The company is engaged in operating ophthalmology, ears, noses and throats clinics.

The movement in the investment during the year was as follows:

2017 2016
SR SR
As at 1 January 11,782,496 8,743,603
Share in results 4,118,144 3,038,893
Dividends (3,038,893) -
At 31 December 12,861,747 11,782,496

The financial information of the associate i3 not material at the Group level, therefore summarised financial information of
the associate has not been presented.
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16 ADVANCES TO CONTRACTORS

The movement in advances to contraciors was as follows:

2017 2016
SR SR
As at | January 70,859,039 23,308,370
Paid during the year 26,387,730 54,088,224
Transfer to construction work in progress (67,870,096} (6,537,555)
At 31 December 29,376,673 70,855,039
17 INVENTORIES
As at 1 January
2017 2016 2016
SR SR SR
Pharmaceuticals and cosmetic materials 59,965,825 58,399,682 52.342.2535
Surgical and consumable tools 58,291,074 60,347,597 50,294,321
Spare parts and consumables 3,541,011 5,594,920 4,893,037
121,797,910 124,342,199 107,529,613
18 ACCOUNTS RECEIVABLE
As at 1 January
2017 2016 2016
SR SR SR
Trade receivable, net 462,107,292 405,931,834 260,178,061
Less: allowance for doubtful debts (116,726,544) (122,702,556) (56,648,307
Trade receivable, net 345,380,748 283,229,278 203,529,754
Receivables from related parties (note 31) 468,797 1,177,552 5,388,016
Retentions receivable 2,878,076 23,408,298 27,198,012
348,727,621 307,815,128 236,115,782
"Trade receivables are non-interest bearing and unsecured and are generally on terms of 30 to 90 days.
Movements in the allowance for doubtful debts were as follows:
2017 2016
SR SR
As at 1 January 122,702,556 56,648,307
Provided during the year (note 7) 91,061,460 84,282,690
Written off (97,037.472) (18,228,441)
At 31 December 116,726,544 122,702,556

As at 31 December, the ageing analysis of trade receivables is as follows:

Past doe but not impaired

Neither past
due nor
Total impaired 31-90 days 91-180 days  above 180 days
At 31 December 2017 345,380,748 118,539,409 82,498,425 43,639,424 100,703,450
At 31 December 2016 283,229.278 93,504,470 77,235,931 20,678,440 91,810,437
As at 1 January 2016 203,529,754 73,635,571 60,941,779 24,867,931 44,084,473
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18 ACCOUNTS RECEIVABLES (continued)

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable. It is not the practice of the
Group to obtain collateral over receivables and the vast majority are, therefore, unsecured. Refer to note 35 on credit risk of
trade receivables, which explains how the Group manages and measures credit quality of trade receivables that are neither
past due nor impaired.

19 ADVANCES, PREPAYMENTS AND OTHER RECEIVABLES

As ar I January
2017 2016 2016

SR SR SR

Prepaid expenses 20,048,480 16,948,925 15,267,956
Advances to suppliers 9,976,964 12,179,812 13,155,319
Accrued income 7,511,817 7,057,408 8,616,639
Others 24,311,576 6,171,281 6,739,756
61,848,837 42,357,426 43,779,670

20 TERM DEPOSIT

Term islamic deposit ts placed with a local bank with maturities of more than three months when purchased and earn
commission income at an average rate 1.05% to 1.85%.

21 CASH AND CASH EQUIVALENTS

2017 2016 As at 1 January

2016
SR SR SR
Cash in hand 513,282 782,975 616,853
Bank balances 141,278,864 124,119,537 80,385,956
Short term deposits 60,000,000 - -
201,792,146 124,902,512 81,002,809

22 SHARE CAPITAL

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

Subsequent to the consolidated financial statements date on 12 Jumada T 1439 H (correspending to 29 January 2018), the
Board of Directors resolved to increase the share capital to 100 miflion shares of SR 10 each, by capitalising SR
500,000,000 from retained earnings, which will be subject o the Extraordinary General Assembly approval in there next
meeting. The legal formalities relating to increase in share capital have not yet been completed.

23 DIVIDENDS

The board of direclors at their meeting held subsequent to consolidated financial statements date on 12 Jumada I 1439 H
(corresponding to 29 January 2018) proposed a cash dividend of SR 3 per share amounting to SR 150 million for the year
ended 31 December 2017 for approval of the General Assembly Meeting,

31 December 2016: The board of directors at their meeting held on 27 Rabi'll 1438 H (corresponding o 25 January 2017)
proposed a cash dividend of SR 2.5 per share amounting to SR 125 miilion for the year ended 31 December 2016 which
was subsequently approved by the shareholders in the General Assembly Meeting held on 27 Rajab 1438 H {corresponding
10 24 April 2017).

As at 1 January 2016: The board of directors at their meeting held on 15 Rabi'll 1437H (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 subscquently approved by the shareholders in the General Assembly Meeting held on 26 Jumada'll 143711
(corresponding to 4 April 2016).
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24 NON-CONTROLLING INTERESTS

The movements in non-controlling interests are as follows:

As at I January
Share in results
Net movement

As 31 December

Material partly-owned subsidiaries

Financial information of subsidiary that have material non-controlling interests is provided below:

Proportion of equity interest held by non-controlling interests:

Country of
incorporation

Name and operation

Eastern Medical Services Company Limited Saudi Arabia

Accumulated balances of material non-controlling interest:
Eastern Medical Services Company Limited
Profit allocated to material non-controlling interest:

Easiern Medical Services Company Limited

The summarised financial information of the above subsidiary is provided below.

before inter-company eliminations.

Summarised statement of profit or loss:

Revenue

Direct costs

General and administrative expenses
Selling and distribution expenses
Other income

Profit before zakat
Zakat

Net income for the year
Other comprehensive loss for the year

Total comprehensive income for the year

Attributable to non-controlling interests

Dividends to non-controlling interests

2017 2016
SR SR
77,546,777 69,800,032
19,339,434 17,486,145
(14,700,000) (9,800,000)
82,186,211 71,546,777
31 December 31 December  As at 1 January
2017 2016 2016
49% 49% 49%
31 December 31 December  As at 1 January
2017 2016 2016
SR SR SR
82,089,146 77,813,999 69,657,994
19,333,746 17,476,910 14,309,270

This information is based on amounts

31 December 31 December
2017 2016

SR SR
189,557,410 172,513,211
(161,338,211) (90,961,412
(31,711,516) (24,695,895)
(14,307,724) (18,743,050)
576,333 438,855
42,776,292 38,551,709
(3,015,302) (1,890,523)
39,760,990 36,661,186
(304,367) (994,023)
39,456,623 35,667,163
19,333,745 17,476,910
14,700,000 9,800,000
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Material partly-owned subsidiaries (continued)

Summarised statement of financial posifion:

Current assets
Non-current assets
Current Habilities
Non-current liabilities

Total Equity

Attributable to:
Shareholder of the parent company
Non-controlling interests

Summarised cash flow information for year ended:

Operating
Investing
Financing

Net decrease in the bank balances and cash

25 TERM LOANS

Effective interest.
rate Marurity
Current
Medium term loan () Sibor +2.00% 31 December 2018
Loans from the 3% 31 July 2018

Ministry of Finance (b)

Nown-current

Medium term loan (a)
Loans from the
Ministry of Finance (b)

Sibor +2.00% 30 April 2025

3% 31 December 2036

31 December 31 December  As at I January
2617 2016 2016
SR SR SR
106,932,100 99,108,714 94,336,831
98,249,712 93,550,225 80,493 441
(20,543,029) (17,259,163} (15,258,153}
(17,109,914) (16,595,696} (17,412,947)
167,528,869 158,804,080 142,159,172
85,439,723 80,590,081 72,501,178
82,089,146 77,813,959 69,657,994
31 December 31 December
2017 2016
SR SR
49,082,540 54,419,976
(23,465,705) (49,563,111)
(31,929,933) (21,929,931)
(6,313,098) (17,073,066)
As at 1 January
2017 2016 2016
SR SR SR
94,828,701 139,682,836 118,307,868
7,876,873 2,573,223 2,573,223
102,705,574 142,256,059 120,881,091
349,380,689 203,129,630 205,086,731
111,705,468 119,582,340 121,144,464
461,086,157 322,711,970 326,231,195

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

1.5% to 2%.

b) The Group obtained loans facility of SR 147.3 million from Ministry of finance for expansions and building new
hospitals, The loans are secured by a mortgage on the Group's plots of land and are repayable on equal annual

installments. These loans do not carry any financial charges.

The Group is required to comply with certain covenant under the loan facility agreements mentioned above,
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Following are the combined aggregate amounts of future maturities of the term loans as at 31 December 2017:

SR'000
2018 102,706
2019 76,410
2020 92,791
2021 93,633
2022 90,981
2023 and onwards 107,271
563,792

26 EMPLOYEES' END-OF-SERVICE BENEFITS

The Group has one defined benefit pension plan (unfunded), which is a final salary plan in Saudi Arabia and require to
recognise the provision for employees' end-of-service benefits for the amounts payable at the statement of financial
position date in accordance with the employees' contracts of employment applicable to employees' accumulated periods of
service. In accordance with the provisions of IAS 19, management has carried out an exercise to assess the present value of
its defined benefit obligations at 31 December 2017 in respect of employees' end-of-service benefits payable under relevant
local regulations and contractual arrangements. The main actuarial assumptions used to calculate the defined unfunded
benefit obligation are as follows:

31 December 31 December  As at 1 January
2017 2016 20i6
Discount rate 3.05% 3.25% 3.50%
Salary increase rate 3.00% 3.00% 3.00%

The present values of the defined benefit obligations at 31 Pecember were computed using the actuarial assumptions set
out above.

2017 2016
SR SR
Present value of defined benefit obligation 69,205,797 61,872,060
Remeasurement {gains) losses on employees' defined benefits liabilities (1,738,935) 3,798,892
Balance as at 31 December 67,406,862 65,670,952
The break up of net benefit costs charged to statement of profit or loss is as follows:
2017 2016
SR SR
Current service cost 16,011,000 13,747,195
Interest cost on benefit obligation 2,321,647 2,213,979
Net benefit expense 18,332,047 15,961,174
Movement in the present value of employees' end-of-service benefits obligation is as follows:
2017 2016
SR SR
As at 1 January 65,670,952 58,459,692
Current service cost 18,332,647 15,961,174
Benefits paid (14,797,802) (12,548,806)
Remeasurement (gains) losses on employees' defined benefits liabilities (1,738,935) 3,798,892
At 31 December 67,466,862 65,670,952
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A quantitative sensitivity analysis for significant assumption on the defined benefit obligation as at 31 December 2017 is,
as shown below:

2017 2016
SR SR
Future salary increase:
0.5% increase 70,782,380 68,184,641
0.5% decrease (64,378,186) (63,318,521)
Discount rate:
0.5% increase 64,394,025 62,894,420
0.5% decrease (70,797.458) (68,672,335)

The sensiliviy analyses above bave been determined based on a method that extrapolates the impact on the defined benefit
obligation as a resuit of reasonable changes in key assumptions occurring at the end of the reporting period. The sensitivity
analysis are based on a change in a significant assumption, keeping all other assumptions constant. The sensitivity analysis
may not be representative of an actual change in the defined benefit obligation as it is unlikely that changes in assumptions
would occur in isolation of one another, The same method has been applied for the sensitivity analysis as when calculating
the recognised pension liability.

The following payments are expected against the defined benefit liability in future years:

2017 2016

SR SR

Within the next 12 months (next annual reporting period) 4,170,930 3,875,928
Between 2 and 5 years 33,939,012 36,043,790
Beyond 5 years 61,113,062 56,143,340
Total expected payments 99,223,604 96,063,058

The average duration of the defined benefit plan obligation at the end of the reporting period is 9.11 years (31 December
2016: 8.46 years, 1 January 2016; 8.23 years).

27 TRADE PAYABLES

As at 1 January

2017 2016 2016

SR SR SR
Trade payables 109,314,814 86,363,002 74,029,628
Related parties (note 31) 7,935,038 6,084,071 4,367,798
117,249,852 92,447,073 78,397,426

Terms and conditions of the above financial liabilities:

* Trade payables are non-interest bearing and are normally settled on 60-day terms
» For terms and conditions relating to related parties, refer to Note 31
* Other payables are non-interest bearing and have an average term of six months

For explanations on the Group’s liquidity tisk management processes, refer to Note 35,
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28 ACCRUALS AND OTHER PAYABLES

As at 1 January

2017 2016 2016
SR SR SR

Accrued expenses 97,205,191 75,971,606 41,688,602
Retentions payable 11,793,223 9,553,824 11,167,938
Others payables 13,077,437 6,105,806 2,880,837
Advances from customers - - 6,604,380
122,075,851 91,631,236 68,341,757

29 SHORT TERM LOANS

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

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

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

2017 2016
Profit for the year attributable to the sharcholders of the parent
company (SR} 336,733,241 257,182,921
Weighted average number of outstanding shares during the year
(share) 50,000,000 50,000,000
Basic and diluted earnings per share attributabie to the
shareholders of the parent company 6.73 5.14
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31 RELATED PARTIES' TRANSACTIONS AND BALANCES

Related parties represent associated companies, sharcholders, directors, affiliates and key management personnel of the Group, and entities controlled or significantly influenced by such

parties.

The following are the details of related parties transactions occurred during the year and resulting balances at year end:

Related party Relationship

a) Amounnts due from related parties presented in note 18:
Advance Medical Project Company ("AMPC"™)  Associate

Other Affiliates

b} Amounts due to related parties presented in note 27:

Al-Mouwasat International Company Affiliate
AdVision Media Solution Affiliate
Magrabi Hospitals & Centers Company Ltd. Affiliate

Gilan Company For Restaurants Affiliate

Compensation of key management personnel of the Group:

Salaries and allowances
Incentives and other benefits

Nature of transactions

Revenue
QOther services
Purchases and services

Other

Purchases and services
Purchases and services
Expenses

Revenue

Rental income

Amounts of transaction Balance
As at 1 January
2017 .20]6 2017 2016 2016
SR SR SR SR SR
8,431,851 8,663,710
450,062 433,976
5,463,154 3,272,636 468,797 407,551 4,562,106
- 670,811 - 770,001 825910
468,797 1,177,552 5,388,016
23,230,114 18,186,334 3,691,700 1,637,953 1,188,321
14,266,966 11,774,079 2,598,660 4,287,046 2,819,508
4,430,526 4,236,890
4,166,017 7,835,875 1,644,678 159,072 359,969
148,333 - - - _
7,935,038 6,084,071 4,367,798
2017 2016
SR SR
7,611,000 4,710,000
9,328,276 8,137,379

16,939,276 12,847,379

The amounts disclosed in the table are the amounts recognised as an expense during the reporting year related to key management personnel,

Prices and terms of payment of the above transactions are approved by the Group's management.
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32 SEGMENTAL INFORMATION

Operating segments:

For management purposes, the Group is organised into business units based on its products and services and has three

reportable segments, 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 healthcare products

The Management Committee monitors the operating results of its business units separately for the purpose of making
decisions about resource aliocation and performance assessment. Segment performance is evaluated based on income and is
measured consisiently in the consolidated financial statements.

For the year ended 31 December 2017

Revenue

Gross profit

Unallocated income (expenses)

Selling and distribution expenses
General and administration expenses
Share in results of an associate

Other income
Finance costs

Profit before zakat

Zakat

Profit for the year

At 31 December 2017

Total assets
Total liabilities

For the year ended 31 December 2016

Revenue

Gross profit

Unallocated income (expenses)

Seliing and distribution expenses
General and administration expenses
Share in results of an associate

Other income

Finance costs

Profit before zakat

Zakat

Profit for the year

In-patient Out-patient Pharmecuticals Total
SR SR SR SR
645,391,720 644,195,970 217,550,186 1,507,137,876
324,118,546 324,733,064 63,315,707 712,167,317
(151,174,000)
(189,467,013)
4,118,144
8,795,352
(4,892,433)
379,547,367
(23,325,552)
356,221,815
1,264,494,332 942,172,247 272,734,072 2,479,400,651
417,161,512 335,542,955 154,168,385 906,872,852
In-patient Out-patient Pharmecuticals Total
SR SR SR SR
508,715,845 535,672,720 198,832,870 1,243,221,435
256,213,100 266,473,605 53,765,494 576,452,199

(141,345,585)

(147,044,993)
3,038,893
12,415,726

(6,536,746)

296,979,494
(21,823,357)

275,156,137
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R SEGMENTAL INFORMATION (continued)
In-patient Out-patient Pharmecuticals Total
SR SR SR SR

At 31 December 2016

Total assets 1,024,427,813 777,496,935 297,024,849 2,068,949,597
Total liabilities 344,749,705 271,646,338 128,286,505 744,682,548
As at 1 January 2016

Total assets 875,537,518 692,454,861 299,439,940 1,867,432,319
Total liabilities 314,482,072 246,832,066 113,408,377 674,722,515

Geographical secments:
All of the Group's operating assets and principal markets of activity are located in the Kingdom of Saudi Arabia.
33 CONTINGENCIES AND COMMITMENTS

Guarantees
The Group's bankers have given guarantees, on behalf of the Group, amounting to nil (31 December 2016: SR 1.8 million, 1
January 2016: SR 14 million) mainly in respect of performance guarantees to customers.

Capital conmitments
The board of directors have authorised future capital expenditure amounting to SR 472.7 million (31 December 2016: SR
368.8 million, 1 January 2016: SR 302.2 million) relating to certain expansion projects.

34 OPERATING LEASE

The Group has operating leases for rental of certain properties whick generally have a term of 5 years (31 December 2016:
same, 1 January 2016; same). The rental charge for the year amounted to SR 4.3 million (2016: SR 4.2 million and as at 1
January 2016: SR 4.5 million}.

Future rental commitments at the consolidated statement of financial position date under these operating leases are as follows:

As at 1 January

2017 2016 2016
SR SR SR
Within one year 4,869,742 5,125,740 4,518,880
For next five years 10,923,803 17,118,165 13,402 444
15.793.545 22.243.905 17,921,324

35 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial Habilities comprise loans and borrowings and accounts payables. The main purpose of these
financial liabilities is to finance the Group’s operations. The Group’s principal financial assets include accounts receivables,
term deposits and cash and cash equivalents that derive directly from its operations,

The Group is exposed to market risk, credit risk and liquidity risk. The Group’s senior management oversees the
management of these risks. The Group’s senior management regularly review the policies and procedures to ensure that all
the financial risks are identified, measured and managed in accordance with the Group’s policies and risk objectives. The
Group does not engage inio any hedging activities. The Board of Directors reviews and agrees policies for managing each of
these risks, which are summarised below;
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35 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES {continned)

a) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk: commission rate risk, currency risk and other price risk, such as
equity price risk and commodity risk. Financial instruments affected by market risk include loans and borrowings and term
deposits. The sensitivity analyses in the following sections relate to the position as at 31 December in 2017,

Commission rate risk

Commission rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market commission rates. The Group’s exposure to the risk of chanpges in market commission rates relates
primarily to the Group’s long-term, short term loans and term deposits with floating conmission rates. The Group manages its
exposure to commission rate risk by continuously monitoring movements in commission rates,

The following table demonstrates the sensitivity to a reasonably possible change in commission rates on that portion of loans
and borrowings affected. With all other variables held constant, the Group’s profit before tax is affected through the impact
on floating rate borrowings, as follows:

Increase/  Effect on profit

Decrease in before zakat
basis points
At 31 December 2017 -50 2,221,377
+50 2,221,377y
At 31 December 2016 -50 1,719,350
+30 (1,719,350)

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Company deals mainly in US Dollars and Sandi Riyal. As the Saudi Riyal is pegged
to the US Dollars, balances in Saudi Riyal are not considered to represent significant currency risk.

Commodity risk

The Group is exposed to the impact of market fluctuations of the price of various inputs to production including
pharmaceuticals supplies. The Group prepares annual budgets and periodic forecasts including sensitivity analyses in respect
of various levels of such materials fo manage the risk.

b) Credit risk
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk on its cash and cash equivalents, term deposits and accounts
receivables as follows:

As at I January

2017 2016 2016

SR SR SR

Cash and cash equivalent 201,792,146 124,902,512 81,002,809
Term deposit 40,000,000 30,000,000 150,000,000
Accounts receivable 348,727,621 307,815,128 236,115,782

590,519,767 462,717,640 467,118,591
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35 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Accounts receivable

Customer credit risk is managed by each business unit subject to the Group’s established policy, procedures and control
relating to customer credit risk management. Trade receivables of the Group are spread across large number of customers
comprising of Ministries, insurance companies and semi-govemment companies. The Group seeks to manage its credit risk
with respect to customers by setting credit limits for individual customers, monitoring outstanding receivables and ensuring
close follow ups. The management has established a credit policy under which each new insurance company is anatysed
individually for creditworthiness before the Group's standard payment and delivery terms and conditions are offered. An
impairment analysis is performed at each reporting date on an individual basis for major customers. In addition, a large
number of minor receivables are grouped into homogenous groups and assessed for impairment coliectively, The calculation
is based on actual historical data. The Group evaluates the concentration of risk with respect to trade accounts receivables as
low, as its customers are located in several jurisdictions and industries and operate in largely independent markets.

Cash and cash equivalents and term deposits

Credit risk from balances with banks and financial institutions is managed by the Group’s treasury department in accordance
with the Group's policy. The Group secks to manage its credit risk with respect to banks by only dealing with reputable banks.
At the reporting date, no significant concentration of credit risk were identified by the management.

¢} Liquidity risk

Liguidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitiments associated with
financial instruments. Liquidity risk may result from an inability to realise financial assets guickly at an amount close to its fair
value. The Group manages its liquidity risk by monitoring working capital and cash flow requirements on regular basis, The
Group manages its liquidity risk by ensuring that bank facilities are available. The Group's terms of sales and services require
amounts to be paid within 30 to 60 days of the date of submitting the invoice. Trade payables are normally settled within 60 to
120 days of the date of purchase.

The table below summarises the maturities of the Company’s undiscounted financial liabilities at 31 December 2017, based
on contractual payment dates and current market interest rates.

At 31 December 2017
Less than 3
months 3 to 12 months 1 to 5 years > 5 years Total
SR SR SR SR SR
Trade payables 71,147,657 38,167,157 - - 109,314,814
Term loans 23,594,782 79,110,792 415,144,727 79,220,627 597,070,928
94,742,439 117,277,949 415,144,727 79,220,627 706,385,742
At 31 December 2016
Less than 3
months 3 to 12 months I to 5 vears > 5 years Total
SR SR SR SR SR
Trade payables 54,645,190 31,717.812 - - 86,363,002
Term loans 36,708,209 105,547,850 243,978,204 98,787,033 485,021,896
Short term loans - 1,057,500 - - 1,057,500
91,353,399 138,323,162 243,978,204 98,787,633 572,442.398
As at 1 January 2016
Less than 3
months 3 to 12 months 1o 5 years > 5 years Total
SR SR SR SR SR
Trade payables 49.218,529 24,811,099 - - 74,029,628
Term loans 33,231,560 87,049,531 233,249,501 103,913,730 458,044,322
82,450,089 112,460,630 233,249,501 103,913,730 532,073,950
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35 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continuned)

d) Capital management
The primary objective of the Company’s capital management is to ensure that it maintaing healthy capital ratios in order to
support its business and maximize shareholder value.

The Group manages its capital structure and makes adjustments to it in light of changes in business conditions. No changes
were made in the objectives, policies or processes during the vear ended December 31, 2017 and the year ended December 31,
2016 except for the increase in share capital subseguent to consolidated financial statements date (Note 22). Capital comprises
share capital, statutory reserve, retained earnings and other reserve and is measured at SR 1,490,341,588 as at December 31,
2017 (31 December 2016: SR 1,276,720,272, 1 January 2016: SR 1,122,849,172).

36 FAIR VALUES OF FINANCIAL INSTRUMENTS

The management assessed that the fair values of bank balances, trade and other receivables, trade and other payables
approximate their carrying values largely due to the short-term maturities of these financial instruments.
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