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ndependentauditors report

To the Shareholders of Mouwasat Medical Services Company (A Saudi Joint Stock Company)

We have audited the consolidated financial statements of Mouwasat Medical Services Company (“the Company”) and its
subsidiary (“the Group”), which comprise the consolidated statement of financial position as at 31 December 2021, the
consolidated statements of profitorloss and other comprehensive income, changes in equity and cash flows for the year
then ended, and notes to the consolidated financial statements, comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying consolidated financial statements presentfairly, in allmaterialrespects, the consolidated
financial position of the Group as at 31 December 2021, and its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRS) that are
endorsed in the Kingdom of SaudiArabia and other standards and pronouncements issued by the Saudi Organization for
Chartered and Professional Accountants (SOCPA).

Basis for Opinion

We conducted our auditin accordance with International Standards on Auditing thatare endorsed in the Kingdom of Saudi
Arabia. Our responsibilities under those standards are further described in the Auditor’'s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report. We are independent of the Group in accordance with the
professional code of conductand ethics thatare endorsed in the Kingdom of Saudi Arabiathatare relevantto our audit of
the consolidated financial statements, and we have fulfilled our other ethical responsibilities in accordance with these
requirements.

We believe thatthe auditevidence we have obtained is sufficientand appropriate to provide a basis for our opinion.

Key Audit Matter

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

KPMG Professional Services a professional closed joint stock company registered in the Kingdom of Saudi Arabia with the paid-up capital of SAR 25,000,000. Previously known as
KPMG Al Fozan & Partners Certified Public Accountants. A member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited.
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To the Shareholders of Mouwasat Medical Services Company (A Saudi Joint Stock Company) (Continued)

Key audit matter (continued)

Revenue recognition

Refer Note 4(iii)and 3(e) forthe accounting estimate and policy relating to revenue recognition and Note 28 forrevenue

disclosure.

The key audit matter

How the matter was addressedin our audit

During the yearended 31 December 2021, the Group
recognized revenue of SR2.144 billion (2020: SR2.045 billion).

The Group recognizes revenue upon satisfaction of performance
obligation related to medical and related services atthe fair value
of consideration received or receivable, net of variable
consideration.

Certain contracts with customers include variable consideration
such as volume discounts, promptpaymentdiscounts and claims
disallowed (rejection of claims). These constitute variable
consideration and are consideredin the recognition of revenue on
an estimated basisin the period in which the related services are
rendered.

Revenue recognition is considered as a key auditmatter because
the estimation of the variable consideration involves significant
judgementand estimatesin determining the amount.

We performed the following amongother
procedures:

Assessed the appropriateness of the
Group’s revenue recognition accounting
policies by considering the requirements of
relevantaccounting standards;

Assessed the design and implementation
and tested (on a sample basis) the operating
effectiveness of the Group’s key internal
control in relation to the estimates of variable
consideration;

Assessed the appropriateness of significant
accounting judgments, estimates and
assumptions made by management to
determine the variable consideration;

Performed a retrospective review (on a
sample basis) of actual claims settled to the
original gross claims;

Performed tests (on a sample basis) of
settlements, claims and collections made
with major customers of the Group;and

Assessed the adequacy of relevant
disclosures and presentation in the
consolidated financial statements.
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To the Shareholders of Mouwasat Medical Services Company (A Saudi Joint Stock Company) (Continued)

Other Information

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

Our opinion on the consolidated financial statements does notcover the other information and we will notexpress any fom
of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
identified above whenitbecomes availableand, in doing so, consider whether the otherinformationis materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

When we read the annual report, when made available to us, if we conclude thatthere is a material misstatementtherein, we
are required to communicate the matter to those charged with governance.

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

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

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

Those charged with governance, the Audit Committee are responsible for overseeing the Group’s financialreporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

As part of an auditin accordance with International Standards on Auditing thatare endorsed in the Kingdom of Saudi Arabia,
we exercise professional judgementand maintain professional scepticism throughoutthe audit. We also:

¢ Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of notdetecting a material misstatementresulting from fraud is higher
than forone resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the
override of internal control.
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To the Shareholders of Mouwasat Medical Services Company (A Saudi Joint Stock Company) (Continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

¢ Obtain an understanding of internal control relevantto the auditin orderto design auditprocedures thatare appropriate in
the circumstances, butnotforthe purpose of expressing an opinion on the effectiveness of the Group’s internal control.

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

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significantdoubton
the Group’s ability to continue as a going concern. If we conclude thata material uncertainty exists, then we are required
to draw attention in our auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the auditevidence obtained up to the date
of ourauditor’s report. However, future events or conditions may cause the Group to cease to continue as a going concem.

o Evaluate the overall presentation, structure and contentof the consolidated financial statements, includingthe disclosures,
and whether the consolidated financial statements represent the underlying transactions and events in a manner that
achievesfair presentation.

¢ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within
the Group to express an opinion on the consolidatedfinancial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our auditopinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
auditand significantauditfindings, including any significantdeficiencies in internal control thatwe identify during our audit of
MouwasatMedical Services Company (“the Company”) and its subsidiaries (“the Group”).

We also provide those charged with governance with a statementthat we have complied with relevantethical requirements
regarding independence, and communicate with them all relationships and other matters thatmay reasonably be thoughtto
bearon ourindependence and where applicable, related safeguards.

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

For KPMG Profesgional Services

Lic No. 46 160 a3

Abdulaziz Abdullah Alnaim
License No:394

Al Khobar, 13 Shaban 1443H
Corresponding to: 16 March 2022G
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MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

1. GENERAL

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

Details regarding the Company’s subsidiary are asfollows:

Country of Percentage
Name incorporation Activities %
Eastern Medical Services Company Limited SaudiArabia Medicalservices 51%

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

The Company through its multiple branches is engaged in the acquisition, management, operation and
maintenance of hospitals, medical centers, drug stores, pharmaciesand wholesale of medicalequipmentand
drugs.

Branch Commercial Registration Number Date

Dammam 2050046891 18/09/1425H
Dammam 2050111494 20/04/1438H
Dammam 2050111780 25/05/1438H
Dammam 2050086573 27/11/1433H
Khobar 2051064380 12/09/1438H
Jubail 2055004626 09/03/1421H
Jubail 2055006727 19/09/1425H
Madinah 4650029967 06/05/1421H
Madinah 4650030759 11/11/1421H
Madinah 4650083001 18/01/1438H
Riyadh 1010295838 09/11/1431H

The consolidated financial statements include the financial information of the branches mentioned aboveand
its subsidiary (together referred as ‘Group’).

2. BASIS OF PREPARATION

2.1. Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as endorsed in the Kingdom of Saudi Arabia (KSA) and other standards and
pronouncements that are issued by Saudi Organization for Chartered and Professional Accountants
(“SOCPA”) (here and afterreferring to as “IFRSs as endorsed in KSA”)

2.2. Basisof measurement

These consolidated financial statements have been prepared on a historical cost basis except for employees’
end-of-service benefits obligation which is measured atthe present value of the obligationsas explainedin the
relevantaccounting policy.

2.3. Functional and presentation currency
These consolidated financial statements are presented in Saudi Riyals (SR) which is the Group’s functional
currency. All financialinformation presented in these financial statements have beenrounded offto thenearest
SaudiRiyals, unless otherwise stated.
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MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES

Theaccountingpolicies stated below have been consistently applied to all periods presented in these financial
statements, unless otherwise stated.

a) Basisof consolidation

The consolidated financial statements comprise the consolidated financial statements of the Company (Parent
Company)and its subsidiary as at 31 December 2021. Subsidiaries are all the entities over which the Group
has control. Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and hasthe ability to affect those returnsthrough its power over the investee.

Specifically, the Group controls an investee if, and only if, the Group has:

e Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities
of the investee)

e Exposure,orrights, to variable returns from its involvement with the investee

e The ability to use its power overthe investee to affect its returns

Generally, there is a presumption thata majority of votingrights results in control. To support this presumption
and when the Group has less than a majority of the voting orsimilar rights of an investee, the Group considers
all relevant factsand circumstances in assessing whether it has power over an investee, including:

e The contractualarrangement(s) with the othervote holders of the investee
e Rights arising from other contractual arrangements
e The Group's voting rights and potential voting rights

The Group re-assesses whetheror not it controlsan investee if factsand circumstancesindicate that there are
changesto 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
controlthe subsidiary.

Profit or loss and each component of othercomprehensive income (OCI) are attributed to the equity holders
of the Parent Company and non-controlling interest, even if this results in the non-controlling interest having
a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies in line with the Group’s accounting policies. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions among members of the Group are eliminated in full on
consolidation.

Changesin ownership interests

The Group treats transactions with non-controlling intereststhat do not result in a loss of controlas transactions
with equity owners of the Parent. A change in ownership interest results in an adjustmentbetween the carrying
amounts of the controllingand non-controlling interests to reflect their relative interests in the subsidiary. Any
difference between the amount of the adjustment to non-controlling interests and any consideration paid or
received is recognized within equity attributable to owners of the Parent Company.



MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

a) Basisof consolidation (continued)

Loss of control

When the Group loses controlovera subsidiary, it derecognises the assetsand liabilities of the subsidiary, and
any related NCI and other components of equity. Any resulting gain or loss is recognised in profit or loss.
Any interest retained in the former subsidiary is measured at fair value when controlis lost. This fair value
becomes the initial carrying amount for the purposes of subsequently accounting for the retained interest as
anassociate orfinancialasset. In addition, anyamounts previously recognised in other comprehensive income
in respect of that entity are accountedforasif the Group haddirectly disposed of the related assets or liabilities.

Non-Controlling Interests (NCI)

Non-Controlling interests (NCI) are measured at their proportionate share of the acquiree’s identifiable net
assetsatthe date of acquisition. Changes in the Group’s interest in a subsidiary that do not result in a loss of
controlare accounted foras equity transactions.

Interestsin equity accounted investees
The Group’s interest in equity-accounted investees comprise interest in an associate.

Associates are those entities in which the Group hassignificant influence, but not controlor joint control, over
the financialand operating policies of these entities. Significant influence is presumed to exist when the Group
holds between 20% and 50% of the votingrights. Investments in associates are accounted for usingthe equity
method.

Under the equity method of accounting, the investmentsare initially recognised at cost and adjusted thereafter
to recognise the group’s share of the post-acquisition profits or losses of the investee in profit or loss, and the
group’s share of movements in other comprehensive income of the investee in othercomprehensive income,
until the date on which significant influence ceases. Goodwill relating to the associate is included in the
carrying amount of the investment and is not tested for impairment separately. Dividends received or
receivable from associatesare recognised asa reduction in the carrying amount of the investment.

When the Group’s share of losses in an equity accounted investment equals or exceeds its investment in the
investee, the carrying amount of the investment, together with any long-term interests that form part thereof,
is reduced to zero, and the recognition of further losses is discontinued except to the extent that the Group has
incurred obligation or has made payments on behalf of the investee.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the
Group’s interest in these entities. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting policies of equity-accounted investees have
been changed where necessary to ensure consistency with the policies adopted by the Group.

The aggregate of the Group’s share of profit or loss of an associate is shown on the face of the statement of
profit or loss. The carryingamount of equity-accounted investments is tested for impairment in accordance
with the policy described in the relevantaccountingpolicy.



MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

a) Basisof consolidation (continued)

Transactionseliminated on consolidation

Intra-group balances and transactions, and any unrealized income and expenses arising from intra -group
transactions, are eliminated. Unrealized gains arising from transactions with equity accounted investees are
eliminated against the investment to the extent of the Group’s interest in the investee. Unrealized losses are
eliminated in the same way as unrealized gains, but only to the extent that there isno evidence of impairment.

(b) Business combination

The Group accounts for business combinations using the acquisition method when the acquired set of activities
and assets meetsthe definition of a businessand controlis transferred to the Group. In determiningwhethera
particularset of activities and assetsis a business, the Group assesses whether the set of assetsand activities
acquired includes,ata minimum, an inputandsubstantive process and whetherthe acquired set hasthe ability
to produce outputs.

The Group has an option to apply a ‘concentration test’ that permits a simplified assessment of whether an
acquired set of activities and assets is not a business. The optional concentration test is met if substantially all
of the fair value of the gross assets acquired is concentrated in a single identifiable asset or group of similar
identifiable assets.

Business combinationsare accounted forusingthe acquisition method. The cost of an acquisition is measured
as the aggregate of the consideration transferred, which is measured at acquisition date fair value, and the
amount of any non-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.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and
the amount recognised for non-controlling interests and any previous interest held over the net identifiable
assetsacquired and liabilitiesassumed). If the fair value of the net assetsacquired isin excess of the aggregate
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 amountsto 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.

Afterinitial recognition, goodwill is measured at costlessany accumulatedimpairment losses. For the purpose
of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to
each of the Group’s cash-generating units that are expected to benefit from the combination, irrespective of
whether otherassetsor liabilities of the acquiree are assigned to those units.

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



MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3.  SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Current and non-current classification

The Group presents assets and liabilities in the statement of financial position based on current/non-current
classification. An asset is current when it is:

) Expected to be realized or intended to sell or consumed in the normaloperatingcycle

) Held primarily for the purpose of trading

o Expected to be realized within twelve monthsafterthe reportingperiod, or

) Cash or cash equivalent unless restricted from being exchanged orused to settle a liability forat least
twelve monthsafterthe reporting period

All otherassetsare classified as non-current.

A liability is currentwhen:

) Itis expected to be settled in the normaloperatingcycle
o Itis held primarily for the purpose of trading
o Itis due to be settled within twelve monthsafterthe reportingperiod, or

) There is no unconditional right to deferthe settlement of the liability forat least twelve months afterthe
reporting period

The termsof the liability thatcould, atthe option of the counterparty, result in its settlement by the issue of
equity instrumentsdo not affect its classification. The Group classifies all other liabilities as non-current.

(d) Fairvalue measurement

Fair value is the price that would be received to sell an asset or paid to transfera liability in an orderly
transaction between market participantsat the measurementdate. The fairvalue measurementisbased on the
presumption that the transaction to sell the asset or transferthe liability takesplace either:

) Inthe principalmarket forthe asset or liability, or
o Inthe absence of a principal market, in the most advantageous market for the asset or liability

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assumingthat market participantsact in theireconomic best interest. A fair
value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits from the asset’s highest and best use orby selling it to anothermarket participant that would
utilize the assetin its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
areavailable to measure fairvalue, maximizingthe use of relevant observable inputsand minimizing the use
of unobservable inputs. All assets and liabilities for which fair value is measured or disclosed in the
consolidated financialstatements are categorized within the fairvalue hierarchy. Thisis described, as follows,
based on the lowest level inputthat s significant to the fairvalue measurementasa whole:

Level 1 - Quoted (unadjusted) market prices in active markets foridenticalassets or liabilities.

Level 2 - Valuation techniques for which the lowest level input that is significant to the fairvalue measurement
is directly or indirectly observable.

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

For assetsand liabilities that are recognized in the consolidated financial statements atfair value on a recurring
basis, the Group determines whether transfershave occurred between levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fairvalue measurementasa whole)at
the end of each reporting period. The Group determines the policies and procedures for both recurring fair
value measurement,andfornon-recurringmeasurement.
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MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Fairvalue measurement (continued)

External valuers are involved for valuation of significant assets, whenever required. The involvement of
external valuer is decided by the Group after discussion and approval by the Company’s management.
Selection criteria include market knowledge, reputation, independence and whether professional standards are
maintained. The Group decides, after discussions with the Company’s external valuer, which valuation
techniquesand inputsto use for each case.

At each reporting date, the Group analyses the movements in the values of assets and liabilities which are
required to be remeasured orre-assessed as per the Group’s accounting policies. For this analysis, the Group
verifies the major inputs applied in the latest valuation by agreeing the information in the valuation
computation to contracts and other relevant documents. The Group also comparesthe change in the fairvalue
of each assetand liability with relevant externalsourcesto determine whetherthe change is reasonable.

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

(&) Revenue recognition

The Group generates its revenue from sale of pharmaceuticals and rendering of inpatient and outpatient
services over timeand ata pointin time. Revenue is measured based on the consideration to which the Group
expectsto be entitled in a contract with a customerand excludesamounts collected on behalf of third parties.
The goods and services are sold both on their own in separately identified contracts with customers and
togetherasa bundled package of goodsand/or services.

Revenue from contracts with customersis recognised when control of the goodsor services are transferred to
the customeratanamount that reflects the consideration to which the Group expectsto be entitled in exchange
for those goods or services.

Operating revenue

Revenues are measured at the transaction price which is the amount of consideration that the Group expects
to beentitled to in exchange forthe services provided. Revenue primarily comprises fees charged for inpatient
and outpatient hospital services. For operating revenues, the revenue is recognized when the treatment is
provided,and the invoice is generated (i.e., aftersatisfaction of performance obligation). 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 (rejection
of claims) when the related services are rendered. Unbilled revenue is recorded for the service rendered where
the patientsare not discharged and finalinvoice is notraised for the services.

Some contracts include variable considerations such as claims disallowed (rejection of claims) which is not
paid by third-party payor, volume discountand prompt payment discount. Discounts comprise retrospective
volume discounts granted to certain insurance companies on attainment of certain levels of business and
constitute variable consideration. These are accrued overthe course of the arrangement based on estimates of
the level of businessexpected and are adjusted against revenue at the end of the arrangement to reflect actual
volumes. The normal business process associated with transactions with insurers includes amount of claims
disallowed (disallowance provision) which is not paid by the insurer. These disallowed claims could be for
varioustechnicalor medicalreasons. Accordingly, the Group expectsan amount of consideration that is less
than what was originally invoiced. These disallowances constitute a variable consideration and are assessed
based onallinformation (historical, current and forecast) that is reasonably available to the Group andidentify
a reasonable number of possible consideration amounts. Management estimates variable consideration using
thesingle most likely amount method for prompt paymentdiscount.

Revenue from inpatient services are recognized over a period of time and outpatient services are recognized
atthepointin time.
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MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(&) Revenue recognition (continued)

Sale of goods

Sales of goods represents the invoiced value of medicines and drugs supplied by the Group. The Group’s
contracts with customers for the sale of medicines and drugs generally include one performance obligation.
Revenue from sale of medicines and drugs is recognised at the point in time when control of the asset is
transferred to the customer, generally on delivery/dispensing of the medicinesand drugs.

Interestincome on term deposits

Interestincome from a financial asset is recognized when it is probable that the economic benefits will flow
to the Group and theamount of income can be measured reliably. Interestincome is accrued on a time basis,
by reference to the principal outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through the expected life of the financialasset to that asset's
net carrying amount on initial recognition.

Rental income
Rental income is recognized on a straight-line basis over the term of the lease. Lease incentives granted
are recognized as an integral part of the total rental income, over the term of the lease.

Dividend
Dividend income from investments is recognized when the shareholders right to receive payment has been
established.

(f)  Foreigncurrency transactions
Transactionsand balances

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at
exchange rates at the dates of the transactions. Foreign exchange gainsand losses resulting from the settlement
of such transactions, and from the translation of monetary assets and liabilities denominated in foreign
currencies atyearend exchange rates, are generally recognised in profit or loss.

Foreign exchange gains and losses that relate to borrowings are presented in the statement of profit or loss,
within finance costs. All other foreign exchange gains and losses are presented in the statement of profit or
loss on a net basiswithin otherincome and expense.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
translated to the functional currency at the exchange rate at the date that the fairvalue wasdetermined. Non -
monetary items in a foreign currency that are measured in terms of historical cost are translated using the
exchange rate at the date of the transaction. The gain or loss arising on translation of non-monetary items
measured at fairvalue is treated in line with the recognition of the gain or loss on the change in fairvalue of
the item (i.e., translation differenceson items whose fair value gain or loss is recognised in OCI or profit or
loss arealso recognised in OCI or profit or loss, respectively).

Group companies

On consolidation, the assets and liabilities of foreign operationsare translated into SaudiRiyalsatthe rate of
exchange prevailingat the reporting date and their statements of profit or loss are translated at exchange rates
prevailing at the dates of the transactions. The exchange differences arising on translation for consolidation
are recognised in other comprehensive income (OCI). On disposal of a foreign operation, the component of
OClI relating to that particular foreign operation is reclassified to profitor loss.

Any goodwill arising on the acquisition of a foreign operation and any fairvalue adjustmentsto the carrying
amounts of assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign
operation and translatedat the spotrate of exchange at the reportingdate.
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MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(@) Property and equipment
Property and equipment excluding land and construction work in progress (CWIP) are carried at cost less
accumulated depreciation and any accumulated impairment losses, if any.

Cost includes expenditure that is directly attributable to the acquisition of the asset. Subsequent costs are
included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably.

Expenditure incurred to replace a component of an item of property and equipment that is accounted for
separately is capitalised and the carrying amount of the component that is replaced is written off. Other
subsequent expenditure is capitalised only when it increases future economic benefits of the related item of
property and equipment. All otherexpenditure is recognised in the consolidated statement of profit orloss as
incurred.

Depreciationis calculated based on the estimated useful lives of the applicable assetson a straight-line basis
commencingwhen the assetsare ready fortheir intended use. The estimated useful lives, residual values and
depreciation methods are reviewed at each statement of financial position date, with the effect of any changes
in estimate accounted for on a prospective basis. Freehold land and properties under construction are not
depreciated.

The following usefullives are used in the calculation of depreciation:

Years
Buildings 33years
Building system and improvements 3t0 10 years
Medicalequipmentand tools 4t0 10 years
Furniture and fixture 3t0 10 years
Motor Vehicles 4 years

An item of property and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. The gain or loss arising on the disposal or retirement of
an item of property and equipment is determined as the difference between the net sales proceeds and the
carryingamountof the assetand isrecognised in the statement of profit or loss.

Construction work in progress (CWIP)

CWIP is recognized at cost less accumulated impairment, if any. CWIP is transferred to the related property
and equipment when the construction or installation and related activities necessary to prepare the property
and equipment for their intended use have been completed, and the property and equipment are ready for
operationaluse.

Land is recognised at cost, less impairment, if any.

(h) Intangibles assets

Intangible assets represent the software license and operating license of certain hospitals. They are accounted
for using the cost model whereby capitalised costsare amortised on a straight-line basis over their estimated
usefullives ranging between 3 to 10 years. Useful lives are reviewed ateach reportingdate
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MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h) Intangibles assets (continued)

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortization and accumulated impairment losses, if any. Amortization is recognized on a straight-line basis
overtheir estimated useful lives. The estimated useful life and amortizationmethod are reviewed at the end of
eachreporting period, with the effect of any changesin estimate being accounted foron a prospective basis.
Intangible assetswith indefinite useful lives thatare acquired separately are carried at cost less accumulated
impairment losses.

Derecognition of intangible assets

An intangible assetis derecognized on disposal, or when no future economic benefitsare expected from use
or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the difference
between the net disposal proceeds and the carrying amount of the asset, and are recognized in profit or loss
when the asset is derecognized.

Impairment of tangible and intangible assets other than goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and intangible
assetsto determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). When it is not possible to estimate the recoverable amount of anindividualasset, the
Group estimates the recoverable amount of the cash-generating unit to which the asset belongs. When a
reasonable and consistentbasis of allocationcanbe identified, corporate assets are also allocated to individual
cash-generatingunits, or otherwise they are allocated to the smallest group of cash-generating units forwhich
a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairmentat least annually, and wheneverthere is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposaland value in use. 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 forwhich the
estimates of future cash flows have not been adjusted.

Ifthe recoverable amountof anasset (or cash-generatingunit) is estimated to be lessthan itscarrying amount,
the carryingamount of theasset (or cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognized immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generatingunit)
is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carryingamount thatwould have been determined hadno impairment loss been recognized for
the asset (or cash-generatingunit) in prior years. A reversal of animpairment lossis recognized immediately
in profit or loss.

(i)  Leases

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveystheright to control the use of an identified asset for a period of time
in exchange forconsideration.
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MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)  Leases(continued)

i) Group asa lessee

At commencement oron modification of a contract that containsa lease component, the Group allocates the
consideration in the contract to each lease componenton the basis of its relative stand-alone prices. Currently,
Group hasno contract which includes lease and non-lease component.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured atcost, which comprisesthe initialamount of the lease liability adjusted
forany lease payments made on or before the commencement date, plus any initial direct costs incurred and
an estimate of coststo dismantle and remove the underlyingassets to restore the underlying assets or the site
onwhich it is located less any lease incentive returned.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement
dateto the end of the lease term, unless the lease transfers ownership of the underlying asset to the Group by
the end of the lease term or the cost of the right-of-use assetreflects thatthe Group will exercise a purchase
option. In that case the right-of-use asset will be depreciated overthe usefullife of the underlyingasset, which
is determined on the same basis asthose of property, plant and equipment. In addition, the right-of-use asset
is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease
liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group’s incremental borrowingrate. Generally, the Group usesiits incrementalborrowing rate
asthe discountrate.

The Group determines its incremental borrowing rate by obtaining interest rates from various external
financingsourcesto reflect the terms of the lease and type of the asset leased.

Lease paymentsincluded in the measurement of the lease liability mainly comprise of fixed lease payments.

The lease liability is subsequently carried at amortised cost usingthe effective interest method. It is remeasured
when there is a change in future lease paymentsarisingfrom a change in an index or rate, if there is a change
in the Group’s estimate of the amount expected to be payable undera residual value guarantee, if the Group
changesits assessment of whether it will exercise a purchase, extension or termination option or if there is a
revised in-substance fixed lease payment.

When the lease liability is remeasured in thisway, a correspondingadjustment ismade to the carryingamount
of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has
been reduced to zero.

Short-term leasesand leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low value assets
and short term leasesincluding IT equipment. The Group recognises the lease payments associated with these
leases asan expense on a straight-line basis overthe lease term.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)  Leases(continued)

ii) Group asa lessor
The Group entersinto lease agreementsasa lessor with respect to some of its building properties.

Leasesforwhich the Group is a lessor are classified as finance oroperating leases. Wheneverthe termsof the
lease transfersubstantially all the risks and rewards of ownership to the lessee, the contractis classified asa
finance lease. All otherleases are classified as operating leases.

When the Group is an intermediate lessor, it accounts for the head lease and the sublease as two separate
contracts. The sublease is classified asa finance oroperating lease by reference to the right-of-use asset arising
from the head lease.

Rentalincome from operating leasesis recognised on a straight-line basis overthe term of the relevant lease.
Initial direct costsincurred in negotiatingand arranging an operatinglease are added to the carrying amount
of the leased asset and recognised on a straight-line basis overthe lease term.

Amounts due from lessees under finance leases are recognised asreceivables at the amountof the Group’s net
investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a constant
periodic rate of return on the Group’s netinvestment outstanding in respect of the leases.

When a contractincludes lease and non-lease components, the Group applies IFRS 15 to allocate consideration
underthe contract to each component.

(1) Borrowing costs

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

(k)  Financial instruments
A financialinstrumentis any contract that givesrise to a financialasset of one entity and a financialliability
or equity instrument of anotherentity.

i) Recognitionand initial measurement

Accounts receivable and debt securities issued are initially recognised when they are originated. All other
financial assets and financial liabilities are initially recognised when the Group becomes a party to the
contractual provisions of the instrument.

A financial asset (unless it is a accounts receivable without a significant financing component) or financial
liability is initially measured at fairvalue plus, for an item notat fairvalue through profit or loss (“FVTPL”),
transaction costs that are directly attributable to its acquisition or issue. Accounts receivable without a
significant financingcomponentisinitially measured at the transaction price.

ii)  Financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; fair value through OCI
(“FVOCT”); or fairvalue through profit or loss (“FVTPL”).

Financial assets are not reclassified subsequent to their initial recognition unless the Group changes its

business modelformanaging financialassets, in which case all affected financial assets are reclassified on the
first day of the first reporting period following the change in the business model.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Financial instruments (continued)

ii) Financial assets (continued)

A financialasset is measured at amortised cost if it meets both ofthe following conditions and is not designated
asatFVTPL:

e it is held within a business modelwhose objective is to hold assetsto collect contractual cash flows; and
e its contractual terms give rise on specified dates to cash flows thatare solely payments of principal and
interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably elect to
present subsequent changes in the investment’s fairvalue in OCI. This election is made on an investment-by-
investment basis.

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

iii)  Financial assets - Business model and assessment

The Group makesan assessment of the objective of the business modelin which a financialassetis held ata

portfolio level because this best reflects the way the business is managed and information is provided to

management. The information considered includes:

e The stated policies and objectives forthe portfolio and the operation of those policies in practice. These
include whether management’s strategy focuses on earning contractual interest income, maintaining a
particularinterest rate profile, matchingthe duration of the financial assets to the duration of any related
liabilities or expected cash outflows orrealising cash flows through the sale of the assets;

e  Howtheperformance of the portfolio is evaluated and reported to the Group’s management;

e  The risks that affect the performance of the business model (and the financial assets held within that
business model) and howthose risks are managed;

e How managersof the business are compensated - e.g., whether compensation is based on the fair value
of the assets managed orthe contractual cash flows collected; and

e The frequency,volumeandtimingof sales of financialassets in prior periods, the reasonsforsuch sales
and expectationsabout future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the Group’s continuingrecognition of the assets.

Financialassets thatare held for trading or are managed and whose performance is evaluated on a fairvalue
basis are measured at FVTPL.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Financial instruments (continued)

iv)  Financial assets - Assessment whether contractual cash flows are solely payments of principal and
interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration forthe time value of money and forthe credit risk associated
with the principal amount outstandingduring a particular period of time and for otherbasic lending risks and
costs (e.g., liquidity risk and administrative costs), as well as a profit margin. In assessing whether the
contractual cash flowsare solely payments of principaland interest, the Group considers the contractual terms
of the instrument. This includes assessing whether the financial asset contains a contractual term that could
change the timing or amount of contractual cash flows such that it would not meet this condition. In making
this assessment, the Group considers:

e contingenteventsthatwould change the amount ortiming of cash flows;

e termsthatmay adjust the contractual coupon rate, including variable-rate features;

e  prepaymentandextension features; and

e termsthatlimit the Group’s claim to cash flows from specified assets (e.g., non-recourse features).

A prepayment feature is consistent with the solely payments of principal and interest criterion if the
prepayment amount substantially representsunpaid amounts of principaland interest on the principal amount
outstanding, which may include reasonable additional compensation for early termination of the contract.
Additionally, for a financial asset acquired at a discount or premium to its contractual par amount, a feature
that permits or requires prepayment atan amount that substantially represents the contractual paramountplus
accrued (but unpaid) contractual interest (which may also include reasonable additional compensation for eary
termination) is treated as consistent with this criterion if the fairvalue of the prepayment feature is insignificant
atinitial recognition.

V) Financial assets - Subsequent measurement and gainsand losses

Financialassetsat FVTPL These assets are subsequently measured at fair value. Net gains and
losses, including any interest or dividend income, are recognised in
profitor loss.

Financialassetsatamortised cost These assets are subsequently measured at amortised cost using the
effective interest method. The amortised cost is reduced by
impairment losses. Interest income, foreign exchange gainsand losses
and impairmentare recognised in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss.

Financialassetsat FVOCI These assets are subsequently measured at fair value. Dividends are
recognised as income in profit or loss unless the dividend clearly
representsa recovery of part of the cost of the investment.

vi)  Financial liabilities - Classification, subsequent measurement and gainsand losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified
as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial
recognition. Financial liabilities at FVTPL are measured atfairvalue and net gains and losses, including any
interest expense, are recognised in profit or loss. Other financial liabilities are subsequently measured at
amortised cost using the effective interest method. Interest expense andforeign exchange gainsand lossesare
recognised in profit or loss. Any gain or loss on derecognition is also recognised in profitor loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k)  Financial instruments (continued)
vii) Derecognition

Financial assets

The Group derecognises a financialasset when the contractual rights to the cash flows from the financialasset
expires, or it transfers the rights to receive the contractual cash flows in a transaction in which substantially
all of therisks and rewards of ownership of the financialasset are transferred or in which the Group neither
transfers norretains substantially all of the risks and rewards of ownership and it does not retain control of the
financial asset. The Group enters into transactions whereby it transfers assets recognised in its statement of
financialposition, but retains either all or substantially all of the risks and rewards of the transferred assets. In
these cases, the transferred assets are not derecognized.

Financial liabilities

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled, or
expire. The Group also derecognises a financial liability when its termsare modified and the cash flows of the
modified liability are substantially different, in which case a new financial liability based on the modified
termsis recognised at fairvalue. On derecognition of a financial liability, the difference between the carrying
amount extinguished and the consideration paid (including any non-cash assets transferred or liabilities
assumed)is recognised in profit or loss.

viii) Offsetting

Financial assetsand financialliabilities are offsetand the net amount presented in the statement of financial
position when, and only when, the Group currently hasa legally enforceable right to set off theamountsand
it intendseither to settle them on a net basis or to realise the assetand settle the liability simultaneously.

() Impairment
i) Impairment of financial assets

The Group recognises an allowance forexpected credit losses (ECLSs) for all debt instrumentsnot held at fair
value through profit or loss. ECLs are based on the difference between the contractual cash flows due in
accordance with the contract and all the cash flows that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The expected cash flows will include cash flows from the
sale of collateralheld or othercredit enhancementsthat are integralto the contractualterms.

The Group applies the general approach to provide for ECLs on all other financial instruments. ECLs are
recognised in two stages. For credit exposures forwhich there has not been a significant increase in credit risk
since initial recognition, ECLs are provided for credit losses that result from default eventsthatare possible
within the next 12-months (a 12-month ECL). Forthose credit exposures for which there hasbeen a significant
increase in credit risk since initial recognition, a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For accountsreceivable and contract assets, the Group appliesa simplified approachin calculating ECLSs.

Therefore, the Group does not track changes in credit risk, but instead recognises a loss allowance based on
lifetime ECLs ateach reporting date. The Group has established a provision matrix thatis based on its
historical credit loss experience, adjusted for forward-looking factors specific to the debtorsand the economic
environment. The Group assesses all the information available, including past due status, credit ratings, the
existence of third party insurance and forward-lookingeconomic factors in the measurement of the expected
credit losses associated with its accounts receivable and contractassets.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
() Impairment (continued)

(i) Impairment of financial assets (continued)

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Group considers reasonable and supportable information that is
relevantand available without undue cost oreffort. Thisincludesboth quantitative and qualitative information
and analysis, based onthe Group’s historical experience and informed credit assessment and includes forward-
looking information.

If credit risk has not increased significantly since initial recognition or if the credit quality of the financial
instrumentsimprovessuch that there is no longer a significant increase in credit risk since initial recognition,
loss allowance is measured atan amountequalto 12-monthECLSs.

The Group assumesthat the credit risk on a financialasset has increasedsignificantly if itis more than 30 days
pastdue.

The Group considersa financialasset tobe in default when the borrower is unlikely to pay its credit obligations
to the Group in full, without recourse by the Group to actionssuch asrealising security (if any is held)

The Group considers a contract asset to be in default when the customer is unlikely to pay its contractual
obligations to the Group in full, without recourse by the Group to actionssuch as realising security (if any is
held).

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Group is exposed to credit risk.

Measurement of ECLs

ECLs are probability-weighted estimates of credit losses. Credit losses are measured atthe present value of
all cash shortfalls (i.e., the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Group expectsto receive). ECLs are discounted at the effective interest rate of the
financialasset.

Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised cost are credit
impaired. A financialasset is ‘credit-impaired” when one or more eventsthat have a detrimentalimpact on the
estimated future cash flows of the financialasset have occurred.

Evidence thata financialasset is credit-impaired includes the following observable data:

significant financialdifficulty of the debtor;

a breach of contractsuch asa default;

the restructuring of a loan oradvance by the Group on terms that the Group would not consider otherwise;
it is probable that the debtorwill enterbankruptcy orotherfinancialreorganisation; or

the disappearance of an active market fora security because of financial difficulties.

Presentation of allowance for ECLs in the statement of financial position

Loss allowances for financial assets measured at amortised cost and contract assets are deducted from the
gross carrying amount of these assets.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
() Impairment (continued)

(i) Impairment of financial assets (continued)

Write-off

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there
is no realistic prospect of recovery. This is generally the case when the Group determinesthat the debtor does
not have assets orsources of income that could generate sufficient cash flows to repay the amounts subject to
the write-off. However, financialassetsthat are written off could still be subjectto enforcementactivities in
order to comply with the Group’s procedures for recovery of amountsdue.

ii)  Impairment of non- financial assets

The carrying amounts of the Group’s non-financial assets, other than inventories and contract assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any such
indication exists, then the asset’s recoverable amount is estimated. For goodwill the recoverable amount is
estimated each yearatthe same time. An asset’srecoverableamount isthe higher ofanasset’sor CGU’s fair
value less costs of disposaland itsvalue in use. The recoverable amount is determined foran individualasset,
unlessthe asset does not generatecashinflows that are largely independent of those from otherassets or groups
of assets. When the carryingamount ofanassetor CGU exceeds its recoverable amount, theasset is considered
impaired and is written down to its recoverable amount.

Inassessing value in use, the estimated future cash flows are discounted to their present value using a 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 modelis used. These calculationsare corroborated by
valuation multiples, quoted share prices for publicly traded companies orotheravailable fairvalue indicators.

The Group bases its impairment calculation on most recent budgets and forecast calculations, which are
prepared separately foreach of the Group’s CGUs to which the individualassets are allocated. These budgets
and forecast calculations generally cover a period of five years. A long-term growth rate is calculated and
applied to projected future cash flows afterthe fifth year.

Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the CGU (group of CGUs), and then
to reduce the carrying amounts of the otherassets in the CGU (group of CGUSs) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed ateach reporting date forany indicationsthatthe loss hasdecreased
or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. Animpairment lossis reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

An impairment loss in respect of an associate is measured by comparing the recoverable amount of the
investment with its carrying amount in accordance with the requirements for non-financial assets. An
impairment loss is recognised in profitor loss. An impairment loss is reversed if there hasbeen a favourable
changein the estimatesused to determine the recoverable amount and only to the extent that the recoverable
amount increases.

Goodwill thatformspartof the carryingamountof an investment in an associate isnot recognised separately,
and therefore is not tested for impairment separately. Instead, the entire amount of the investment in an
associate is tested for impairmentasa single asset when thereis objective evidence thatthe investment in an
associate may be impaired.

21



MOUWASAT MEDICAL SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021
(All amountsin SaudiRiyals unless otherwise stated)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Inventories

Inventoriesare stated at the lower of cost and netrealisable value. Costs are those expenses incurred in bringing
each productto its present location and condition and calculated on a weighted average basis. Net realisable
value is the estimated selling price in the ordinary course of business, less estimated costs necessary to make
thesale.

(n) Cash and cash equivalent

For the purpose of presentation in the statement of cash flows, cash and cash equivalents includes cash on
hand, deposits held at callwith financialinstitutions, othershort-term, highly liquid investments with original
maturities of three monthsor less that are readily convertible to known amounts of cash and which are subject
to an insignificant risk of changesin value, and bank overdraftsthatare repayable on demand and that form
anintegral part of the Group’s cash managementare included in cash and cash equivalents. Bank overdrafts
are shown within borrowings in current liabilities in the balance sheet, if any.

(o) Provisions

Provisions are recognized when the Group hasa present obligation (legal or constructive)asa result of a past
event, it is probable thatan outflowof resources embodying economic benefits will be required to settle the
obligationand a reliable estimate can be made of the amountof the obligation. Where the Group expects some
or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is
recognized asa separate asset but only when the reimbursement is virtually certain. The expense relating to a
provision is presented in the consolidated income statement net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted usinga discount rate that reflects,
when appropriate, the risks specific to the liability. When discounting is used, the increase in the provision
dueto the passage of time is recognized asa finance cost.

Decommissioning liability

Decommissioning costs are provided for at the present value of expected costs to settle the obligation using
estimated cashflowsand are recognized as part of thecost of the relevantasset. The cash flows are discounted
at a rate that reflects the risks specific to the decommissioning liability. The unwinding of the discount is
expensed in the consolidated income statement as a finance cost. The estimated future costs of
decommissioningare reviewed annually and adjusted asappropriate. Changesin the estimated future costsor
in the discount rate applied, are added to ordeducted from the cost of the asset.

(p) Contingencies

Contingent liabilities are not recognised in the consolidated financial statements. These are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote. Liabilities which are
probable, are recorded in the consolidated statementof financial position underaccounts payable andaccruak.
A contingentassetis not recognised in the consolidated financial statements but disclosed when an inflow of
economic benefits is probable. A contingent asset becomes a realized asset recordable on the consolidated
statementof financial position when the realization of cash flows associated with it becomes relatively certain.

(q) Zakatand tax

Zakat

The Group is subject to the regulations of the Zakat, Tax and Custom Authority (“ZATCA”) in the Kingdom
of SaudiArabia. Zakatis charged to the statement of profit or loss on anaccrualsbasis. The zakat charge is
computed on the Saudi shareholders’ share of the zakatbase oradjusted net profit whichever is higher. Any
difference in the estimate is recorded when the final assessment is approved, at which time the provision is
cleared.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(g) Zakatand tax (continued)

Zakat (continued)
Value added tax

Expensesand assets are recognised net of the amount of value addedtax (“VAT”), except:

e  Whenthe VAT incurred on a purchase of assets or services is not recoverable from the ZATCA, in which
case,the VAT is recognised as part of the cost of acquisition of the asset or aspart of the expense item,
asapplicable.

e  When receivablesand payablesare stated with the amount of VAT included.

e  The netamount of VAT recoverable from, or payable

(r) Employees’ benefits
Retirement benefit costs and termination benefits

For defined retirement benefit plans, the cost of providing benefits is determined using the projected unit credit
method, with actuarial valuations being carried out at the end of each annual reporting period. Re-
measurement, comprising actuarial gains and losses is reflected immediately in the statement of financial
position with a charge or credit recognized in other comprehensive income in the period in which they occur.
Re-measurement recognized in other comprehensive incomeis reflected immediately in retained earnings and
will notbe reclassified to profit or loss. Past service costis recognized in profitor loss in the period of a plan
amendment. Net interest is calculated by applying the discount rate at the beginning of the period to the net
defined benefit liability or asset. Defined benefit costs are categorized as follows:

e service cost (including current service cost, past service cost, as well as gains and losses on
curtailmentsand settlements);

e netinterest expense or income; and

e re-measurement.

Curtailment gainsand losses are accounted foras past service costs.

A liability for a termination benefitis recognized at the earlier of when the entity can no longer withdraw the
offerof the termination benefit and when the entity recognizes any related restructuring costs.

Short-termobligations

Liabilities for wages and salaries, including non-monetary benefits, annual leave andaccumulatingsick leave
that are expected to be settled wholly within 12 months after the end of the period in which the employees
render the related service are recognized in profit or loss in respect of employees’ services up to the end of the
reporting period and are measured at the amounts expected to be paid when the liabilities are settled. The
liabilities are presented ascurrentemployee benefit obligationsin the balance sheet. Liabilities recognized in
respect of short-term employee benefitsare measured at the undiscounted amount of the benefits expected to
be paid in exchange forthe related service.

(s) Segment reporting

An operatingsegment is a component of the Group that engages in business activities from which it may eam
revenue and incurexpenses, includingrevenue and expenses that relate to transactions with any of the Group’s
other components. All operating segments’ operating results are reviewed regularly by the Group’s Chief
Operating Decision Makerto make decisionsabout resourcesto be allocated to the segmentand to assess its
performance, and forwhich discrete financialinformation isavailable.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(s) Segment reporting (continued)

The Group’s Board of Directors are considered to be the chief operating decision maker. Segment results that
are reported to the Group’s Chief Operating Decision Makerinclude items directly attributable to a segment
as well asthose that can be allocated on a reasonable basis. Operating segments are reported in a manner
consistent with the internalreporting provided to the chief operatingdecision maker. As the operations of the
Group are conducted in the Kingdom of Saudi Arabia, accordingly, for management purposes, the Group is
organized into business units based on its products and services.

(t) Earningsper share

Basic and diluted earnings per share is calculated by dividing the profit attributable to shareholders of the
Company, excludingany costs of servicing equity otherthan ordinary shares by the weighted average number
of ordinary sharesoutstandingduringthe financialyear.

(u) Statutory reserves

In accordance with Company's Articles of Association, the Company has established a statutory reserve by
the appropriation of 10% of net income until the reserve equals 30% of the share capital. This reserve is not
available fordividend distribution.

(v) Short term investments
Short term investments in the statements position are deposits with having maturity of more than three months
but less than a year from date of placement.

(w) Dividend distribution
Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s financial
statements in the period in which the dividends are approved by the Company’s shareholders.

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of the Group’s consolidated financial statements in conformity with IFRS, as endorsed in
KSA, requires management to make judgements, estimatesand assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the accompanying disclosures, and the disclosure of
contingent liabilities. The Group based its assumptions and estimates on parameters available when the
consolidated financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising that are beyond the
controlof the Group. Such changes are reflected in the assumptions when they occur. Further, certain estimates
and assumptionsinclude the direct and indirect impact of the COVID-19 pandemic on the Group’s business,
financial condition and results of operations. The economic impact of the pandemic on the Group’s business
dependson itsseverity and duration, which in turn depend on highly uncertain factors. Uncertainty about these
assumptionsandestimatescould result in outcomesthat require a materialadjustment to the carryingamount
of assetsor liabilities affected in future periods.

Judgements, estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assetsand liabilities within the next financialyearare discussed below:

i. Provisionfor expected credit losses of accounts receivable and contractassets

The Group usesa provision matrix to calculate ECLs for accounts receivable and contract assets. The provision
rates are based on days past due for groupings of various customer segments that have similar loss pattems
(i.e. payorgroups). The provision matrix is initially based on the Group’s historical observed default rates.
The Group will calibrate the matrix to adjust the historical credit loss experience with forward-looking
information.

At every reporting date, the historical observed default rates are updated and changes in the forward-looking
estimates are analysed. The assessment of the correlation between historical observed default rates, forecast
economic conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances andof forecast economic conditions. The Group’s historical credit loss experience and forecast
of economic conditions may also not be representative of customer’s actual default in the future.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

ii. Employees’ end-of-service benefits

The cost of the employees’ end-of-service benefits are determined using actuarial valuations. An actuarial
valuation involves makingvarious assumptions that may differ from actual developments in the future. These
include the determination of the discount rate and future salary increases. 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 assumptionsare reviewed at each reporting date.

iii. Revenue recognition—estimating variable consideration

The Group estimates variable considerations to be included in the transaction price in respect of each of its
agreement with customers. In makingsuch estimate the Group assess the impact ofany variable consideration
in the contract, customers’ right to volume discounts, prompt payment discounts and claims disallowance of
certain services provided to the patients upon submission of invoices to the customers. The Group uses its
accumulated historical experience to estimate the percentage. These percentagesare applied to determine the
expected value of the variable consideration. Any significant changesin experience ascompared to historical
return pattern will impact the expected adjustments estimated by the Group.

iv. Impairment of non-financial assets

Impairment exists when the carrying value of anassetor CGU exceedsits recoverable amount, which is the
higher of its fairvalue less costs of disposaland itsvalue in use. The fairvalue 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 fordisposing of the asset. The value in use calculation is based
on a DCF model. The cash flows are derived from the budget and marketingterms forecast forthe next five
years and do not include restructuring activities that the Group is not yet committed to or significant future
investments that will enhance the asset’s performance of the CGU being tested. The recoverable amount is
most sensitive to the discount rate used for the DCF model as well as the growth rate used for extrapolation
purposes.

v. Useful lives of property and equipment
Management determines the estimated useful lives of property, plant and equipment for calculating
depreciation. Thisestimate is determined after considering expected usage of the assetsand physicalwear and
tear. Management reviews the residual value and useful lives annually and change in depreciation charges, if
any,areadjusted in currentand future periods.

vi. Useful livesof intangible assets

Management reviews the amortization period and the amortization method for any intangible asset with a
finite useful life at least at each financial year-end. If the expected useful life of the asset is different from
previous estimates, the Company changesthe amortization period accordingly. If there hasbeen a changein
the expected pattern of consumption of the future economic benefitsembodied in the asset, the Group changes
the amortization method to reflect the changed pattern.

vii. Incremental borrowing rate for lease agreements

The Group cannot readily determine the interest rate implicit in the lease agreement, therefore, it uses its
Incremental Borrowing Rate (“IBR”)to measure lease liabilities. The IBR is the rate of interest that the Group
would have to pay to borrowover a similar term, and with a similar security, the funds necessary to obtain an
asset of a similar value to the right-of-use asset in a similar economic environment. The IBR therefore reflects
whatthe Group ‘would haveto pay’, which requires estimation when no observable rates are available. The
Group estimatesthe IBR usingobservable inputs, such as market interest rateswhen available and is required
to make certain entity-specific estimates.

viii. Determining the lease term of contracts

The Group determinesthe lease term asnon-cancellable term of the lease, togetherwith any periods covered
by an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option
toterminate the lease, if it is reasonably certain not to be exercised.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

ix. Zakat

The Group is subject to Zakat in accordance with the Zakat, Tax and Custom Authority (“ZATCA”)
regulations. Zakatcomputation involvesrelevantknowledge and judgement of the Zakat rulesand regulations
to assess the impact of Zakat liability at a particular period end. This liability is considered an estimate until
the final assessment by ZATCA is carried out until which the Group retains exposure to additional Zakat
liability.

5. NEW STANDARDS AND AMENDMENTS TO EXISTING STANDARDS

Amendments to existing standards adopted by the Group

The Group has applied the following amendments for the first time for their annual reporting period
commencing 1 January 2021:

- Covid-19-Related Rent Concessions —amendmentsto IFRS 16; and

- Interest Rate Benchmark Reform — Phase 2 —amendmentsto IFRS9,1AS 39, IFRS 7, IFRS 4 and IFRS
16.

However, these amendments did not have an impact on the consolidated financial statements of the Group.
The Group hasnotearly adoptedanystandard, interpretation oramendment that has been issued but is not yet
effective.

Amendments to existing standardsissued but not yet effective

The amendments to existing standardsthatare issued, but not yet effective, up to the date of issuance of the
Group’s consolidated financial statements are disclosed below. The Group intends to adopt these amendments
to existing standards, if applicable, when they become effective:

COVID-19 Related Rent Concessions— Amendmentsto IFRS 16;

Classification of Liabilities as Current or Non-current (Amendmentsto |AS 1)

Onerous Contracts-Cost of Fulfilling a Contract — Amendmentsto IAS 37

Annual Improvements of IFRS Standards 2018-2020

Property, Plantand Equipment-Proceeds Before Intended Use — Amendmentsto IAS 16
Disclosure of AccountingPolicies (Amendmentsto IAS 1 and IFRS Practice Statement 2)
Definition of Accounting Estimate (Amendmentsto IAS 8)

Reference to conceptual framework (Amendmentto IFRS 3)

IFRS 17 Insurance Contracts (Amendmentsto IFRS17)

6. OPERATING SEGMENTS

The Board of Directors monitors the operating results of its business units separately for the purpose of making
decisions about resource allocation and performance assessment. Segment performance isevaluated based on
income and is measured consistently in the consolidated financial statements.

The Group's operations consist mainly of the medical services and sale of pharmaceuticals products and
accordingly following are selected financial information as at 31 December 2021 and 2020 by business
segment:

- Medical Services segment: Inpatient and outpatient services.
- Pharmaceuticals’.

No operatingsegments have been aggregated to form the above reportable operatingsegments.
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6. OPERATING SEGMENTS (continued)

For the year ended 31 December 2021

Revenue from external customers

Gross profit

Unallocated income / (expenses)
Selling and marketingexpenses
General and administrative expenses
Share of result of an associate

Other income
Finance cost

Profitbefore zakat
Zakat expense forthe period

Profitfor the period

For theyearended 31 December2020

Revenues
Gross profit

Unallocated income/ (expenses)
Selling and marketingexpenses
General and administration expenses
Share of result of an associate

Finance cost
Other income

Profit before zakat

Zakatexpense forthe period

Profit for the period

As at 31 December 2021

Segment assets

Segment liabilities

As at 31 December2020

Segment assets

Segment liabilities

Geographical segments:

Medical Services Pharmaceuticals

Total

1,866,145,887

277,997,225

2,144,143,112

921,756,408

1,801,070,346

74,021,745

995,778,153

(98,877,562)
(274,971,694)
10,449,544
8,016,728
(8,199,051)

632,196,118
(21,734,758)

610,461,360

243,961,272

2,045,031,618

894,684,965

3,856,052,529

65,612,111

960,297,076

(124,246,714)
(258,214,905)
4,156,267
(14,039,394)
8,915,525

576,867,855
(15,241,952)

561,625,903

202,950,133

4,059,002,662

1,228,022,861

128,908,477

1,356,931,338

3,466,341,733

182,437,445

3,648,779,178

1,148571,724

120,565,125

1,269,136,849

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

The accounting policies of the reportable segments are the same as the Group’s accounting policies. Segment
profit representsthe profit earned by each segment without allocation of the share of results of associates, central
administration costs including directors’ salaries, profit from term depositS, non-operating gains and losses in
respect of financial instrumentsand finance costs. This is the measure reported to the Group’s Board of Directors
for the purpose of resource allocation and assessment of segment performance. Details regarding capital
expenditure and investment in associate hasbeenseparately disclosed in these consolidated financial statements.
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7. PROPERTY AND EQUIPMENT

BLildi Medical Construction
uilding . ;
o systemand equipmentand  pyrityre and _ workin

Land Buildings improvement tools Fixture Motor vehicles Progress Total
Cost
1 January 2020 383,101,102 919,720,324 490,600,857 711,299,153 162,851,778 30,540,476 241,969,969 2,940,083,659
Additions - 3,167,716 20,277,640 52,344,111 9,423,273 6,508,557 176,855,103 268,576,400
Transfers - 1,425,497 8,633,453 - - - (10,058,950) -
Disposals - - (108,870) (3,532,967) (1,047,633) (4,175,997) - (8,865,467)
31 December 2020 383,101,102 924,313,537 519,403,080 760,110,297 171,227,418 32,873,036 408,766,122 3,199,794,592
Additions - 1,108,834 10,928,309 87,812,081 24,416,243 4,892,288 241,559,200 370,716,955
Transfers - 31615584 14,284,982 217,226 3,116,605 - (49,234,397) -
Disposals (5,039,470) - (692,811) (4,506,545) (629,224)  (2,036,776) - (12,904,826)
31 December 2021 378,061,632 957,037,955 543,923,560 843,633,059 198,131,042 35,728,548 601,090,925 3,557,606,721
Accumulated depreciation
1 January 2020 - 217,624,799 189,622,431 350,879,376 85,874,628 20,544,405 - 864,545,639
Depreciation charge for the year - 24,032,678 42,148,334 55,761,544 14,780,765 4,084,132 - 140,807,453
Disposals - - (108,862) (3,491,935) (1,005,967) (3,883,114) - (8,489,878)
31 December 2020 - 241,657,477 231,661,903 403,148,985 99,649,426 20,745,423 - 996,863,214
Depreciation charge for the year - 24,560,531 44,716,016 59,407,446 16,305,179 4,533,920 - 149,523,092
Disposals - - (692,156) (4,139,272) (622,680) (1,957,692) - (7,411,800)
31 December 2021 - 266,218,008 275,685,763 458,417,159 115,331,925 23,321,651 - 1,138,974,506
Carrying amount
As at 31 December 2021 378,061,632 690,819,947 268,237,797 385,215,900 82,799,117 12,406,897 601,090,925 2,418,632,215
As at 31 December2020 383,101,102 682,656,060 287,741,177 356,961,312 71,577,992 12,127,613 408,766,122 2,202,931,378
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7. PROPERTY AND EQUIPMENT (continued)

7.1. Depreciation charge for the yearhasbeen allocated asfollow:

Note 2021 2020
Cost of operations 29 119,618,473 112,645,962
General and administration expenses 31 29,904,619 28,161,491
149,523,092 140,807,453

7.2. As at 31 December2021, plotsof land amountingto SR 56.1 million (2020: SR 56.1 million) have been
pledged assecurity against term loansfrom Ministry of Finance.

7.3. Construction Work in progress:
Construction work in progress mainly represents costs incurred to construct new hospital and expansion of
existing hospitalsin Madinahand Dammam respectively. In 2021, borrowing costs of SR 8.32 million (2020:
SR 8.63 million) hasbeen capitalised.

8. GOODWILL

On 24 July 2006, the Group acquired 51% ofthe votingshares of Eastern Medical Services Company Limited
(EMS), an unlisted company registered in the Kingdom of Saudi Arabia. The Group performed its annual
impairment test in December 2021 and compared the carrying value to their estimated recoverable amount
based on appropriate method.

The recoverableamount of the EMS is also determined based on 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 updatedto reflect the increased demand for services. The pre-tax discount rate
applied to the cash flow projectionsis 12% (2020: 16%). The long-term growth rate used to extrapolate the
cash flows of the unit beyond the five-year period is 2% (2020: 2%). This growth rate of Saudi Arabia is
ranging from 1% to 2.5% (2020: 1% to 3%). As a result of the analysis, there is recoverableamounts of SR
229 million (2020: SR 156 million) and management did not identify an impairment forthis CGU.

Key assumptions used in value in use calculations
The calculation of value in use is most sensitive to the following assumptions:

e (Gross margins
e Discountrates
e Growth ratesused to extrapolate cash flows beyond the forecast period

Gross margins are based on average values achieved in the three years preceding the start of the budget
period. These are increased overthe budget period foranticipated efficiency improvements.

Discount rates represent the current market assessment of the risks specific to cash generatingunit, 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 itsoperating segmentsand 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 investmentby 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
evaluatedannually basedon publicly available market data.

Growth rate estimatesare based on published industry research.

Management have considered and assessed reasonably possible changes for key assumptions and have
not identified any instances that could cause the carrying amount of the CGU to exceed its recoverable
amount. Management believes a reasonable range of increase or decrease in any of the assumptions
within the projected cash flows would not change the outcome of the impairment analysis for the
goodwill.
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9. INTANGIBLE ASSETS

Cost

1 January 2020

Additions during the year
31 December 2020
Additions during the year
Written off during the year
31 December 2021

Accumulated amortization

1 January 2020

Amortization charge forthe year
31 December 2020
Amortization charge forthe year
Written off during the year

31 December 2021

Carrying amount
31 December 2021
31 December 2020

The amortization of intangible assets hasbeen allocated as follows:

Cost of operations (note 29)

General and administration expenses (note 31)

10. RIGHT-OF-USE ASSET

Operating

Softwares licenses Total
22,532,859 6,953,641 29,486,500
2,593,307 1,401,218 3,994,525
25,126,166 8,354,859 33,481,025
509,014 2,774,142 3,283,156
- (32,857) (32,857)
25,635,180 11,096,144 36,731,324
9,186,615 3,284,575 12,471,190
1,938,797 2,148,856 4,087,653
11,125,412 5,433,431 16,558,843
2,053,284 2,444 563 4,497,847
- (32,857) (32,857)
13,178,696 7,845,137 21,023,833
12,456,484 3,251,007 15,707,491
14,000,754 2,921,428 16,922,182

2021 2020
1,642,627 1,551,037
2,855,220 2,536,616
4,497,847 4,087,653

The Group hasa contract for lease of building with an affiliated entity havinglease term of 11 years.

1 January 2021
Depreciation expense
Interest expense
Payments

31 December 2021

30

Right-of-use Lease
asset Liabilities
34,522,331 37,826,595
(3,473,942) -
- 1,600,011
- (6,898,371)
31,048,389 32,528,235
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10. RIGHT-OF-USE ASSET (continued)

Right-of-use Lease

assets Liabilities
1 January 2020 37,974,563 37,974,563
Depreciation expense (3,452,232) -
Interest expense - 1,727,032
Payments - (1,875,000)
31 December 2020 34,522,331 37,826,595
The depreciationof right-of-use asset has been allocated asfollows:

2021 2020
Cost of operations (note 29) 2,779,154 2,761,786
General and administration expenses (hote 31) 694,788 690,446

3,473,942 3,452,232

11. INVESTMENT IN AN ASSOCIATE

The Group has50% share in Advance Medical Project Company ("AMPC"), a limited liability company
registered in the Kingdom of Saudi Arabia. AMPC is engaged in operating ophthalmology, ears, noses and
throatsclinics.

The movement in the investment during the yearwasas follows:

2021 2020
1 January 12,899,870 12,362,672
Share in results 10,449,544 4,156,267
Dividends (4,156,267) (3,619,069)
31 December 19,193,147 12,899,870

The financial information of the associate isnot materialat the Group level, therefore summarised financial
information of the associate hasnot been presented.

12. ADVANCES TO CONTRACTORS AND SUPPLIERS
This represents advances made to contractor and supplier for hospital projectsunder progress and purchase
of medicalequipment. The movement in advancesto contractors was as follows:

2021 2020
Balanceasat1January 169,638,055 103,226,793
Paymentsduringthe year 108,656,469 96,632,666
Transferto construction work in progress (35,459,818) (30,221,404)
Balanceasat31 December 242,834,706 169,638,055
13. INVENTORIES
2021 2020
Surgical and consumable tools 85,951,867 92,791,837
Pharmaceuticalsand cosmetic materials 96,484,079 88,575,500
Spare partsand consumables 4,456,299 4,214,711
186,892,245 185,582,048
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13. INVENTORIES (continued)

No expense or reversal has been recognized in respect of impairment for inventories as expired inventories
arerecalled by the suppliers before the expiry date asper terms of agreement.

No write downs of inventory to net realisable value and of the reversal of such write-downs have been
recognized because sales prices of pharmaceutical inventories are regulated by ministry of health and have not
changed subsequentto yearend.

14. ACCOUNTS RECEIVABLE

2021 2020
Accountsreceivable 847,327,352 743,801,955
Less: Impairmentloss (57,510,112) (55,176,841)
789,817,240 688,625,114
Due from related party (note 35) 1,216,001 954,743
791,033,241 689,579,857

The Group’s credit terms require receivables to be repaid within 60-90 days of the claim date depending on
the type of customer, which is in line with healthcare industry. It is not the practice of the Group to obtain
collateral over receivablesand therefore are unsecured. No interest is charged on outstandingbalance. As at
31 December 2021, approximately 92% of the Group’s accounts receivable balance was due from various
governmentaland insurance entities (31 December2020: 96%)

The Group always measuresthe loss allowance for accountsreceivable atan amountequalto lifetime ECL.
The expected credit losses are estimated using a provision matrix by reference to past default experience of
the debtorand an analysis of the debtor’s current financial position, adjusted for factors that are specific to the
debtors, general economic conditions of the industry in which the debtors operate and an assessment of both
the current aswell asthe forecast direction of conditionsat the reporting date.

The Group writes off accounts receivable when there is information indicating that the debtor is in severe
financialdifficulty and there is no realistic prospect of recovery, e.g. when the debtorhasbeen placed under
liquidation or hasentered into bankruptcy proceedings.

The following table details the risk profile of accountsreceivable based on the Group’s provision matrix. As
the Group’s historical credit loss experience does not show significantly different loss pattern for different
customersegments.

Accounts receivable —days past due

31 December Not past

2021 due 30-90 90-180 180-360 >360 Total
Expected

credit loss % 1.5% 3.5% 3.7% 7.1% 19.3%
Gross carrying

amount 178,178,377 210,760,833 133,077,329 164,192,567 161,118,246 847,327,352
LifetimeECL (2,644,198) (7,271,942) (4,875,597) (11,593,014) (31,125,361) (57,510,112)
175,534,179 203,488,891 128,201,732 152,599,553 129,992,885 789,817,240
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14. ACCOUNTS RECEIVABLE (continued)

Accountsreceivable — dayspastdue

31 December Not past
2020 due 30-90 90-180 180-360 >360 Total
Expected
credit loss % 3.67% 6.03% 7.63% 7.89% 14.73%
Gross carrying
amount 150,220,667 182,871,870 173,493,822 139,798,091 97,417,505 743,801,955
Lifetime ECL (5,517,684)  (11,035,368) (13,242,442) (11,035,368)  (14,345,979)  (55,176,841)
144,702,983 171,836,502 160,251,380 128,762,723 83,071,526 688,625,114
14.1 Following is the movementof allowance for expected credit losses:
2021 2020
Balanceat 1 January 55,176,841 29,213,550
Provision forexpected credit loss during the year (note 30) 5,488,648 32,960,556
Write offs (3,155,377) (6,997,265)
Balance at 31 December 57,510,112 55,176,841
15. ADVANCES, PREPAYMENTS AND OTHER CURRENT ASSETS
2021 2020
Prepaid expenses 44,742,850 39,602,902
Advancesto suppliers 25,741,759 30,172,298
Contractasset (note 28) 3,405,998 3,360,156
Other assets 6,530,833 4,043,690
80,421,440 77,179,046

16. TERM DEPOSITS

As at 31 December2021, Islamic term deposits of SR 100 million (2020: SR 83 million) were placed with a
local bank with maturities of more than three months when purchased andearn commission income at fixed
agreed rate specified in the placement letter. The agreed rate was prevailing market interest rate at the time

of its placement.

17. CASH AND CASH EQUIVALENTS

2021 2020
Cashin hand 368,898 390,555
Bank balances 156,499,890 159,762,856
156,868,788 160,153,411

Cash and cash equivalents comprise cash at banks, cash on hand, short term Islamic term deposits, demand
depositsand highly liquid investments with original maturity of three months orless, which are subject to an

insignificant risk of changesin value.

Balanceswith banksare assessed to have low credit risk of default since these banksare highly regulated by
the central banks of the respective countries. Accordingly, managementof the Group estimates the loss
allowance on balances with banks at the end of the reporting period at an amount equal to 12 month ECL.
None of the balances with banksat the end of the reporting period are pastdue, and takinginto accountthe
historical default experience and the current credit ratings of the bank, the management of the Company have
assessed thatthere is no impairment, and hence have not recorded anyloss allowances on these balances.
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18. SHARE CAPITAL

The authorised, issued and fully paid share capital of the Companyisdivided into 100 million shares (2019:
100 million shares) of SR 10 each.

19. DIVIDENDS

The Board of Directors at their meeting held on 13 Rajab 1442H (corresponding to 25 February 2021G)
proposed a cash dividend of SR 2.5 per share amountingto SR 250 million forthe yearended 31 December
2020G, which was subsequently approved by shareholders in General Assembly Meeting held on 17
Ramadan 1442H (correspondingto 29 April 2021G).

The Board of Directors at their meeting held on 21 Rajab 1441H (corresponding to 16 March 2020G)
proposed a cash dividend of SR 2 per share amounting to SR 200 million for the year ended 31 December
2019G, which was subsequently approved by shareholders in General Assembly Meeting held on 29 Sha ’ban
1441H (correspondingto 22 April 2020G).

20. STATUTORY RESERVE

Inaccordance with the Saudi Arabian Regulations for Companies, 10% of the profit forthe yearis required to
be transferred to the legal reserve until the balance in the reserve equals 30% of the capital. This reserve is not
normally available for distribution except in circumstances specified in the Saudi Arabian Companies
Regulations.

21. NON-CONTROLLING INTERESTS

The following table summarises the information relatingto the Group’s subsidiary (Eastern Medical Services
Company)that hasmaterial Non-controlling interests (NCI), before any intra group eliminations.

Summarized statements of financial positions

2021 2020

Non-current assets 108,156,087 106,369,451
Current assets 135,164,074 139,017,206
Non-current liabilities (18,408,560) (18,176,244)
Current liabilities (25,153,842) (22,099,926)
Net assets 199,757,759 205,110,487
Attributable to:
Equity holder of parent 101,876,466 104,606,348

97,881,293 100,504,139

Non-controlling interests
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21. NON-CONTROLLING INTERESTS (continued)

Summarized statements of profit orloss and othercomprehensive income forthe yearended 31 December:

2021 2020
Revenue 241,605,409 244,035,387
Costof sales (117,143,351)  (117,795,247)
Selling and distribution expenses (10,766,491) (12,838,802)
General and administration expenses (43,658,133) (43,875,464)
Otherincome 101,762 553,205
Profit before zakat 70,139,196 70,079,079
Zakatfortheyear (4,220,814) (1,778,111)
Net profit forthe year 65,918,382 68,300,968
Other comprehensive loss forthe year (1,271,110) (288,027)
Totalcomprehensive income forthe year 64,647,272 68,012,941
Profit attributable to non-controlling interest 32,300,007 33,468,870
Totalcomprehensive income attributable to Non-
controlling interests 31,677,163 33,327,737
Dividends to non-controlling interest 34,300,000 29,400,000
Summarised cash flowinformation foryearended
2021 2020
Cash from operatingactivities 74,497,729 50,057,215
Cash used in investing activities (7,527,310) (10,058,389)
Cash used in financingactivities (71,929,932) (61,929,933)
Net decrease in the cash and cash equivalents (4,959,513) (21,931,107)
Non-controlling interest percentage 49% 49%
22. LONG-TERM BORROWINGS
2021 2020
Current
Loansfrom commercialbanks (a) 226,587,265 162,610,570
Loansfrom Ministry of Finance (b) 5,946,940 7,876,873
232,534,205 170,487,443
Non-Current
Loans from commercialbanks (a) 481,671,844 486,987,179
Loansfrom Ministry of Finance (b) 82,127,908 88,074,849
563,799,752 575,062,028
Movementin bank loansand borrowingsis asfollows:
2021 2020
Balanceat 1 January 745,549,471 722,210,584
Additions 235,000,000 135,000,000
Payments made duringthe year (184,215,514) (111,661,113)
Balanceat 31 December 796,333,957 745,549,471

a) The Group obtained Islamic loans facilities from various local commercial banks. These loans are secured
by promissory notes and assignment of insurance and contract proceeds. The facilities are subject to
commission at SIBOR plus 1% to 1.6%.
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22. LONG-TERM BORROWINGS (continued)

b) The Group obtained loans facility of SR 147.3 million from Ministry of Finance for expansions and
building of newhospitalsand purchase of medicalequipment. The loansare secured by a mortgage on the
Group’'s plots of land and are repayable on equal annual installments. These loans do not carry any
financialcharges.

¢) The Group had SR 629.5 million of unutilized facilities available fordrawdown from total facilities of SR
1,835 million (2020: SR 795 million of unutilized facilities available for drawdown from total facilities
of SR 1,765 million).

The Group is required to comply with certain covenant underthe loan facility agreements mentioned above.
A future breach of covenants may lead to renegotiation. The covenants are monitored on a monthly basis by
management, in case of potential breach, actions are takenby management to ensure com pliance. The Group
was in compliance with financialcovenantsasof 31 December2021.

Following are the combined aggregate amounts of future maturities representing principal amounts of the
term loansas at 31 December:

2021 2020
Within oneyear 232,534,205 170,487,443
Laterthan oneyearbutnot laterthan five years 479,904,048 457,498,622
Laterthan five years 83,895,704 117,563,406
796,333,957 745,549,471

23. EMPLOYEES’ BENEFITS

The Group operatesa defined benefit plan in line with the Labour Lawrequirement in the Kingdom of Saudi
Arabia. The end-of-service benefit payments under the plan are based on the employees' final salaries and
allowancesand their cumulative yearsof service atthe date of their termination of employment, as defined
by the conditions stated in the Labour Laws of the Kingdom of Saudi Arabia. Employees’ end -of-service

benefit plansare unfunded plan.

Amountsrecognised in the consolidated statement of profit or loss and other comprehensive income
The amounts recognised in the consolidated statement of profit or loss and other comprehensive income

related to employee benefit obligationsare as follows:

Total amount recognizedin profit or loss:

2021 2020
Current service cost 22,522,197 19,732,645
Interest cost on benefit obligation 2,048,761 2,844,612
24,570,958 22,577,257
Total amount recognised in other comprehensive income
Remeasurement loss/ (gain) arising from:
2021 2020
Actuarialloss due to change in experience adjustments 4,302,674 4,655,165
Actuarial (gain) / loss due to change in financialassumptions (570,309) 19,927
3,732,365 4,675,092
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23. EMPLOYEES’ BENEFITS (continued)
Movement in the present value of defined benefit obligation:

2021 2020
As atlJanuary 111,253,975 97,142,980
Current service cost 22,522,197 19,732,645
Interest cost 2,048,761 2,844,612
Remeasurement losses on the obligation 3,732,365 4,675,092
Benefits paid during the year (14,735,304) (13,141,354)
As at 31 December 124,821,994 111,253975

Significant assumptions used in determining the post-employment defined benefit obligation includes the
following:

2021 2020
Discount rate 2.20% 1.75%
Future salary increases 2.45% 2%
WHO SA19 WHO SA16

Mortality rates - 75% —75%

Ratesof employee turnover Heavy Heavy

Assumptions regarding future mortality have been based on published statistics and mortality tables. For
current year World Health Organization “WHO” 19 mortality table has been used (2020: World Health
Organization “WHO” 16 mortality table wasused) for Kingdom of Saudi Arabia. There isno majordeviation
in the mortality tablesused.

A quantitative sensitivity analysis for discount rate assumption on the defined benefit obligation as at 31
Decemberis shown below:

Assumptions Discount rate

Sensitivity analysis 0.5% increase 0.5% decrease
Defined benefit obligationasat 2021 119,716,588 (127,982,430)
Defined benefit obligationasat2020 107,809,825 (115,641,470)

Future salary increase

0.5% increase 0.5% decrease
Defined benefit obligationasat 2021 127,950,379 (119,707,075)
Defined benefit obligationasat2020 115,610,890 (107,800,796)

The sensitivity analysesabove have been determined based on a method that extrapolates the impact on the
defined benefit obligation as a result of reasonable changes in key assumptions occurring at the end of the
reporting period. The sensitivity analysis is based on a change in a significant assumption, keepingall other
assumptions constant. The sensitivity analysismay notbe representative of an actualchange in the defined
benefitobligationasit is unlikely that changesin assumptionswould occurin isolation of one another.

The following paymentsare expected against the defined benefit liability in future years:
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23. EMPLOYEES’ BENEFITS (continued)

2021 2020

Year 1 11,707,980 10,080,371
Year 2 25,258,236 22,860,113
Year 3 17,014,567 12,886,149
Year 4 16,877,539 15,248,691
Year5 17,743,200 15,781,514
Beyond 5 years 90,613,317 80,230,281

179,214,839 157,087,119

24. LEASE LIABILITIES

The Group hascontractedfor lease of building with an affiliated entity. The lease period is 11 years from the
date of agreement with an option to renewthereafter on mutual consent. Lease payments agreed at the time of
inception of lease, may change duringthe tenure of agreement based on mutual consent of both parties.

Information about leases forwhich the Group is a lessee is presented below:

24.1 Leaseliabilities

2021 2020
Current portion 4,300,000 6,503,302
Non-current portion 28,228,235 31,323,293
Balance as at 31 December 2021 32,528,235 37,826,595
24.2 Amounts recognizedin profitorloss
Leases under IFRS 16 2021 2020
Interest on lease liabilities (note 33) 1,600,011 1,727,032
Depreciation on right-of-use assets (note 10) 3,473,942 3,452,232
24.3 Leasesas lessor
The Group hasno material lease contractasa lessor.
25. ACCOUNTS PAYABLE
2021 2020

Accountspayable 186,725,394 176,141,378
Retention payable 21,510,782 16,239,748
Due to related parties (note 35) 10,717,136 5,638,299

218,953,312 198,019,425

Theaverage credit period on purchases of goods from related partiesis 2 monthsandotherthan related parties
is 3 months. No interest is charged on the accounts payable outstandingbalance. The Group hasfinancial risk
management policiesin placetoensure thatallpayablesare paid within the pre-agreed credit terms.
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26. ACCRUALS AND OTHER CURRENT LIABILITIES

Accrued management incentives
Accrued employee cost

Accrued materialand services cost
Accrued finance cost

Other payables

27. ZAKAT

The principle elements of zakat base are asfollows:

Non-current assets
Non-current liabilities
Opening shareholders’ equity
Profit before zakat

Dividend paid

Movement of zakat provision as follow:

Balanceat 1 January

Provision during the year
Payments duringthe year

Balanceat31 December

Mouwasat Medical Services Company

2021 2020
45,548,516 41,863,748
41,549,506 39,537,490
12,559,089 9,123,904

274,784 3,330,426
24,619,701 20,892,165
124,551,596 114,747,733

2021 2020

(2,850,119,713)  (2,560,919,544)

989,227,699 872,285,309
2484248686 2152612671
695,874,099 628,221,481
(250,000,000) _(200,000,000)
2021 2020
30,738,896 33,325,254
21,734,758 15,241,952
(28,750,204) (17,828,310)
23,723,450 30,738,896

The Company hassubmitted its zakat returns up to year ended 31 December 2020, settled zakatasperthe
returns and obtainedthe required certificatesand official receipts. The assessments forthe yearsfrom 2013
to 2016 were finalized and settled in 2018. The assessments for the years 2017, 2018, 2019 and 2020 are
still underreview by the Zakat, Tax and Custom Authority (“ZATCA”).

Eastern Medical Services Company Limited

EMS hassubmitted its zakat returns up to yearended 31 December 2019, settled zakat as perthe returnsand
obtained the required certificates and official receipts. The assessments for the years from 2013 to 2016
were finalized and settled in 2018. The assessment forthe years2017,2019 and 2020 are still under review

by the ZATCA.

28. REVENUE
The Group generates revenue primarily from:

e Services relating to inpatientand outpatient;and

e Sale of pharmaceutical goods.

Disaggregation of revenue

Inthe following table, revenue from contracts with customers is disaggregated by service lines and timing of
revenue recognition. All revenuesare generated within Kingdom of SaudiArabia.

Revenue by service lines
Medicalservices
Pharmaceuticals

2021 2020
1,866,145,887 1,801,070,346
277,997,225 243,961,272
2,144,143,112 2,045,031,618
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28. REVENUE (continued)

Timing of revenue recognition

Medicalservices and pharmaceuticals salestransferred ata point

in time
Medicalservices transferred overtime

As at 31 December
Contractassets (note 28.1)

Refund liability (note 28.2)

28.1 Contract assets:

2021

2020

1,199,163,751
944,979,361

1,140,573,013
904,458,605

2,144143,112

2,045,031,618

2021 2020
3,405,998 3,360,156
36,018,794 31,000,754

Contractassetsare related to in-patients who were provided services during the reporting period but were

notdischarged or billed asof the reporting date.

28.2 Refund liability:

Certain contracts provide for discounts comprise retrospective volume discounts granted to insurance
companieson attainmentof certain admission levels/ certain levels of patient visits. The retrospective volume
discounts give rise to variable consideration. Variable consideration is recognised as a revenue to the extent
thatit is highly probable that it will not reverse. Discountsare accrued overthe course of the period based on
the estimates of the level of business expected usingsingle most likely amount method. Thisis adjusted at the
end of the period to reflect actual volumes. Volume discounts are recorded asa reduction in revenue and

liabilities are created based on these estimates.

2021 2020
Balanceat 1 January 31,000,754 39,102,903
Addition during the year 45,600,120 36,735,336
Adjusted during the year (40,582,080) (44,837,485)
Balanceat 31 December 36,018,794 31,000,754
29. _COST OF OPERATIONS
2021 2020
Employees’ cost 465,990,721 441,968,942
Materialconsumption 180,812,844 168,957,850
Depreciation (note 7) 119,618,473 112,645,962
Drug consumption 84,939,303 82,172,654
Repairand maintenance 33,411,213 27,334,070
Support services 27,269,531 28,310,657
Utilities 15,591,214 14,637,375
Depreciation o right-of-use of asset (note 10) 2,779,154 2761,786
Amortization of intangible assets (note 9) 1,642,627 1,551,037
Others 12,334,399 26,045,048
944,389,479 906,385,381
30. SELLING AND MARKETING EXPENSES
2021 2020
Employee’s cost 66,570,103 63,138,420
Allowance for expected credit losses (note 14) 5,488,648 32,960,556
Advertisement and promotion 26,818,811 28,147.738
98,877,562 124,246,714
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31. GENERAL AND ADMINISTRATION EXPENSES

Employees’ cost

Depreciation (note 7)
Managementbonus

Repairand maintenance

Support services

Executives’ salaries

Office stationery and supplies

Utilities

Board of directors’ remuneration
Amortization of intangible assets (note 9)
Depreciation on right-of-use of asset (note 10)
Rent

Others

32. OTHER INCOME -NET

Rentalincome
Suppliers prompt payment discount
Income on term deposits

(Loss) / gain on disposal of property and equipment

Others

33.  EINANCE COST

Interest on Islamic loans
Interest on lease liabilities

34. EARNINGS PER SHARE

2021 2020
133,140,205 126,276,841
29,904,619 28,161,491
28,752,591 26,181,153
14,319,091 11,714,602
10,953,366 11,612,348
10,050,000 10,050,000
7,925,098 8,045,228
6,681,949 6,273,160
3,600,000 3,600,000
2,855,220 2,536,616
694,788 690,446
- 99,111
26,094,767 22,973,909
274,971,694 258,214,905

2021 2020
1,466,911 1,916,710
3,811,676 1,293,835
321,847 1,396,104
(15,515) 397,159
2,431,809 3,911,717
8,016,728 8,915,525

2021 2020
6,599,040 12,312,362
1,600,011 1,727,032
8,199,051 14,039,394

Basic and diluted earnings per share is calculated by dividingthe net income forthe period attributable to the
shareholders of the Company by the weighted average number of outstanding shares during the period as

follows:
2021 2020
Profit for the period attributable to the shareholders of the Company 578,161,353 528,157,033
Weighted average numberof outstanding shares during the period 100,000,000 100,000,000
Basic and diluted earnings per share attributable to the shareholders of
the Company 5.78 5.28
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35. RELATED PARTY TRANSACTIONS AND BALANCES

Related parties include the Company’s shareholders, associated companies and their shareholders, key
management personnel, Board of Directors, and entities controlled, jointly controlled or significantly
influenced by such parties. Terms and conditions of these transactions are approved by the Group’s

management. During the period, the Group transacted with the following related parties:

Related Party Nature of transaction 2021 2020
Advance Medical Project - Revenue
Company ("AMPC") - Purchase of services (2,985.569) (2,406.869)
Associate 6,832,680 6,616,627
- Otherservices (571,970) (540,861)
Al-Mouwasat - Purchases
International Company — Rent 25,348,018 17,347,081
Other related party - nen 2,676,000 2,313,000
- Expenses 1,229,125 1,305,860
- Other services (201,443) (328,511)
AdVision Media Solution . .
_ Other related party Advertisement services 26,915,749 19,623,277
MagrabiHospitals & Revenue
CentersCompany Ltd.— 1,993,359 1,661,410
Other related party - Expenses 1150315 i
- Intereston lease liabilities 1,600,011 1,727,032
The breakdown of the amounts due to related partiesare as follows:
a) Due torelated parties
2021 2020
AdVision Media Solution 5,314,287 3,941,962
Advance Medical Project Company ("AMPC") 1,802,087 1,015,552
Al-Mouwasat International Company 3,600,762 680,785
10,717,136 5,638,299
b)  Due from related party
2021 2020
MagrabiHospitals & Centers Company Ltd. 1,216,001 954,743

Amountsduetoand due from related partiesasat 31 December2021 principally include balances related to the
above mentioned transactionsand are included within accounts payable andaccounts receivable, respectively in
the statement of financial position. Outstanding balances at the reporting date are unsecured, interest free and
payable within 12 monthsin ordinary course of business. Prices and terms of payment of the above transactions
areapproved by the Group's management.
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35. RELATED PARTY TRANSACTIONS AND BALANCES (continued)

C) Compensationto key management personnel
The remuneration of directors and other members of key management personnel during the period was as
follows:

2021 2020
Salary and allowances 14,890,000 14,790,000
Incentives and other benefits 16,618,477 15,152,758
31,508,477 29,942,758

The remuneration of directors and key executives is determined by the remuneration committee considering
the performance of individuals and market trends. Board of Directors’ fee of SR 3.6 million (2019: SR 3.6
million) have been included as part of key management personnel remuneration.

36. CONTINGENT LIABILITIES AND COMMITMENTS

Guarantees
As of 31 December 2021, the Group's bankershave given guarantees, on behalf of the Group, amountingto
SR 18.3 million (2020: 1.91 million) mainly in respect of performance guaranteesto customers and others.

Capital commitments

As of 31 December2021,the Group’s capitalcommitmentsamounted to SR 82.75 million (2020: SR 156.64
million) relating to certain expansion projects.

As of 31 December 2021, the Group has outstanding letter of credits amounting to SR 60.89 million (2020:
132.88 million).

37. FINANCIAL INSTRUMENTS

37.1 Financial instruments risk management objectives and policies

The Group's principal financialliabilities comprise loans, lease liability, accounts payable,accrualand other
payables. The main purpose of these financial liabilities is to finance the Group's operations. The Group's
principal financialassets include accounts receivable, term depositsand cash and cashequivalents thatderive
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 into any hedging activities. The Board of Directors
reviews and agrees policies for managingeach of these risks, which are summarised below.

Market risk

Marketrisk is the risk that the fairvalue of future cash flows of a financialinstrument will fluctuate because
of changesin market prices. Market prices comprise three types of risk: interest rate risk, currency risk and
other price risk such asequity price risk and commodity price risk. Financial instruments affected by market
risk include: loans and borrowings, deposits, and certain other financial instruments.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Group’s exposure to the risk of changesin market interest
rates relates primarily to the Group’s long-term debt obligations with floating interest rates. Management
monitors the changes in interest rates and believes that fair value and cash flow interest rate risks to the
Group are notsignificant.
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37. EINANCIAL INSTRUMENTS (continued)

37.1 Financial instruments risk management objectives and policies (continued)
Interest rate risk (continued)
Interest rate sensitivity

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

2021 2020
Increase by 50 basis points (1,208,673) (1,764,183)
Decrease by 50 basis points 1,208,673 1,764,183

ForeignCurrency risk

Foreign currency risk is therisk thatthe fairvalue orfuture cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The Group’s exposure to the risk of changes in foreign
exchangeratesrelates primarily to the Group’s operatingactivities (wWhen revenue or expense is denominated
in a different currency from the Group’s functionalcurrency).

The Group did not undertake significant transactionsin currencies other than SaudiRiyals and US Dollars.
Since Saudi Riyalis on a fixed parity with the US Dollar, the management believesthatthe Group doesnot
have any significant exposure to currency risk.

Commodity price risk

The Group is exposed to the impact of market fluctuations of the prices of various inputs to cost of revenues
including pharmaceuticals supplies. The Group prepares annual budgets and periodic forecasts including
sensitivity analysesin respect of various levels of such materials to manage the risk.

Credit risk
Credit risk is the risk thata counterparty will not meet its obligationsundera financial instrument or customer
contract, leadingto a financial loss. The Group is exposed to credit risk from its operatingactivities (primarily
for accounts receivable) and from its investing activities, including deposits with banks and financial
institutions.

2021 2020
Cash and cash equivalent 156,499,890 159,762,856
Term deposits 100,000,000 83,000,000
Accountsreceivable 791,033,241 689,579,857
Contract asset 3,405,998 3,360,156
Other current assets 6,530,833 4,043,690
1,057,469,962 939,746,559

Accountsreceivable

Customercredit risk is managed by each business unit subject to the Group's established policy, procedures and
controlrelating to customer credit risk management. Accounts receivable of the Group are spread across large
number of customers comprising of Ministries, insurance companies, semi-government companies and
individual patients. The Group holds the accounts receivable with the objective of collecting the contractual
cash flows and therefore measures them subsequently at amortised costusingthe effective interest method. The
Group seeksto 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 analysed individually for creditworthiness before the
Group’s standard paymentanddelivery termsandconditions 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
receivablesare grouped into homogenous groupsand assessed forimpairment collectively. The calculation is
based on actual historical data. The Group evaluates the concentration of risk with respect to a ccounts receivable
as low, as its customers are located in several jurisdictions and industries and operate in largely independent
markets. Accounts receivable and contract assets are written off where there is no reasonable expectation of
recovery. Indicatorsthat there is no reasonable expectation of recovery include, amongst others, the failure of
a debtor to engage in a repayment plan with the Group, management has fully exhausted recoveries through
legal meansand a failure to make contractual payments.
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37. EINANCIAL INSTRUMENTS (continued)

37.1Financial instruments risk management objectives and policies (continued)
Credit risk (continued)

Financial instrumentsand cash deposits

Credit risk from balances with banksandfinancial institutions is managed by the Group'streasury department
in accordance with the Group's policy. The Group seeksto manage its credit risk with respect to banks by only
dealingwith reputable banks. Atthe reporting date, no significant concentration of credit risk were identified
by the management.

Liquidity risk

Liquidity risk is the risk thatthe Group will encounter difficulty in raising funds to meet commitments
associated with financial instruments. Liquidity risk may result from an inability to realise financial assets
quickly atanamount close to its fair value. The Group manages its liquidity risk by monitoringworking capital
and cash flow requirements on regular basis. The Group manages its liquidity risk by ensuring that bank
facilities are available. The Group's term of sales and services require amountsto be paid within 30 to 60 days
of the date of submittingthe invoice. Accounts payable are normally settled within 60 to 120 days of the date
of purchase.

Excessive risk concentration

Concentrations arise when a number of counterpartiesare engaged in similar business activities, or activities
in the same geographicalregion, or have economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. Concentrations
indicate the relative sensitivity of the Group’s performance to developments affectinga particularindustry.

In order to avoid excessive concentrations of risk, the Group’s policies and procedures include specific
guidelines to focuson the maintenance of a diversified portfolio. Identified concentrations of credit risks are
controlled and managed accordingly. The table below summarises the maturity profile of the Group’s financial
liabilities based on contractual undiscounted payments:

Contractual undiscounted cash flows

Carrying Within12
As at 31 December2021 amount months 2to 5years >5 years Total
Accounts payable 218,953,312 218,953,312 - - 218,953,312
Accrualsand otherpayable 124,551,596 124,551,596 - - 124,551,596
Refund liability 36,018,794 36,018,794 - - 36,018,794
Loansand borrowings 796,333,957 245,437,602 496,517,180 84,296,758 826,251,540
Lease liabilities 32,528,235 4,300,000 17,845,000 18,960,000 41,105,000
1,208,385,894 629,261,304 514,362180 103,256,/58 1,246,880,242
Contractual undiscounted cash flows
Carrying Within 12

As at 31 December2020 amount months  2to5 years > 5 years Total
Accounts payable 198,019,425 198,019,425 - - 198,019,425
Accrualsand otherpayable 114,747,733 114,747,733 - - 114,747,733
Refund liability 31,000,754 31,000,754 - - 31,000,754
Loansand borrowings 745,549,471 196,719,172 524,466,023 79,251,026 800,436,221
Lease liabilities 37,826,595 4,375,891 22,145,000 18,960,000 45,480,891
1127143978 544862975 546,611,023 98,211,026 1,189.685,024
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37. EINANCIAL INSTRUMENTS (continued)
37.1Financial instruments risk managementobjectives and policies (continued)

Reconciliation of movements of liabilities to cash flows arising from financing activities

Liabilities Equity
Long-term Lease Statutory Retained  Non-controlling
Note loans liabilities reserve earnings interest Total

Balanceat 1 January 2021 745549471 37,826,595 300,000,000 979,138,199 100,504,130 2,163,018,395
Changes from financing cash flows

Proceeds from long-term loans 22 235,000,000 - - - - 235,000,000
Repayment of long-term loans 22 (184,215,514) - - - - (184,215,514)
Payment of lease liabilities - (5,298,360) - - - (5,298,360)
Interest paid (14,918,757) (1,600,011) - - - (16,518,768)
Total changes from financing cash flows 35,865,729 (6,898,371) - - - 28,967,358
Other changes

Interestexpense 33 6,599,040 1,600,011 - - - 8,199,051
Interest capitalised 8,319,717 - - - - 8,319,717
Total liability related changes 14,918,757 1,600,011 - - - 16,518,768
Total equity related changes - - - 325,051,832 (2,622,837) 322,428,995
Balance at 31 December 2021 796,333,957 32,528,235 300,000,000 1,304,190,031 97,881,293 2,530,933,516
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37. EINANCIAL INSTRUMENTS (continued)
37.1 Financial instruments risk management objectives and policies (continued)

Reconciliation of movements of liabilities to cash flows arising from financing activities (continued)

Liabilities Equity
Lease Statutory Retained  Non-controlling
Note Long-term loan liability reserve earnings interest Total
Balanceat1 January 2020 722,210,584 37,974,563 281,829,508 673,685,617 96,675,866 1,812,376,138
Changesfrom financingcash flows
Proceeds from long-term loans 22 135,000,000 - - - - 135,000,000
Repayment of long-term loans 22 (111,661,113) - - - - (111,661,113)
Payment of lease liabilities - (147,968) - - - (147,968)
Interest paid (20,941,749) (1,727,032) - - - (22,668,781)
Totalchanges from financing cash flows 2,397,138 (1,875,000) - - - 522,138
Other changes
Interest expense 33 12,312,362 1,727,032 - - - 14,039,394
Interest capitalised 8,629,387 - - - - 8,629,387
New lease
Totalliability related changes 20,941,749 1,727,032 - - - 22,668,781
Totalequity related changes - - 18,170,492 305,452,582 3,828,264 327,451,338
Balanceat 31 December2020 745549471 37,826,595 300,000,000 979,138,199 100,504,130 2,163,018,395
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37. EINANCIAL INSTRUMENTS (continued)
37.1Financial instruments risk management objectives and policies (continued)

Capital management

The primary objective of the Group’s capitalmanagement is to ensure thatit maintainsa strongcredit rating
and 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 economic conditions and the
requirements of the financialcovenants. To maintain oradjust the capital structure, the Group may adjust the
dividend paymentto shareholders, return capital to shareholders orissue new shares.

In order to achieve this overall objective, the Group’s capital management, amongst other things, aims to
ensure that it meets financial covenants attached to the loans and borrowings that define capital structure
requirements. Breaches in meetingthe financial covenants may leadto call-back of facilities. There have been
no breaches of the financial covenants of any loans and borrowing in the current period. No changes were
made in the objectives, policies or processes for managing capitalduring the yearended 31 December 2021
and 31 December2020.

Accounting classificationsand fair values

The following table shows the carrying value of financial assets and financial liabilities. It does not include
the fairvalue information for financialassets andfinancial liabilities not measured at fair value if the carrying
amountsis a reasonable approximation of fairvalue.

37.2 Financial assets

2021 2020
Accountsreceivable (note 14) 791,033,241 689,579,857
Contract asset (note 15) 3,405,998 3,360,156
Other current assets 6,530,833 4,043,690
Term deposits (note 16) 100,000,000 83,000,000
Cashand cash equivalents (note 17) 156,868,788 160,153,411
Totalfinancialassets not measured atfairvalue 1,057,838,860 940,137,114
37.3 Financial liabilities

2021 2020
Loansand borrowings (note 22) 796,333,957 745,549,471
Lease liabilities (note 24) 32,528,235 37,826,595
Accounts payable (note 25) 218,953,312 198,019,425
Other current liabilities 87,372,806 84,731,664
Refund liabilities (note 28) 36,018,794 31,000,754

Totalfinancialliabilities not measured at fairvalue

37.4 Measurement of fair values

1,171,207,104

1,097,127,909

The Group’s principal financialassets include cash and cashequivalents, accounts receivable and certain other
receivables that arise directly from its operations. The Group’s principal financial liabilities comprise long-
term borrowings and accounts payable, due to related parties and other payables. The main purpose of these
financial liabilities is to finance the Group’s operations. Due to the short-term nature of the financial assets
and financial liabilities classified as current assets and current liabilities, their carrying amounts are
approximate to be the same as their fair values. Fornon-current financial liabilities, managementconsider that
the fair values not significantly different from their carrying amounts.
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38. ECONOMIC ENVIRONMENT AND ITS EFFECT ON BUSINESS

As the COVID-19 pandemic continues, Government is constantly taking measures to address public health
issues and the economic impact. Accordingly, the Group's management continues to assess whether it will be
affected by any developments and measures taken by Government and proactively assess its impact on its
operations.

Itis still uncertain to determine the size and extent of these effects, depending on future developments that
cannot be accurately predicted at the present time, such as the rate of transmission of the virus and the size
and effectiveness of the measurestaken to contain it. In light of the uncertainty of the economic impact, it is
not possible to make a reliable estimate of the resulting impact on the date of approval of these financial
statements.

The Group constantly monitors the potential impact of climate-related development on its business,
operational strategies and Government legislation / directives in relation to climate related matters. At the
current time, no legislation has been passed that will impact the Group. Management is voluntarily taking
certain measures for sustainable strategies such as improve its energy performance through efficient energy
consumption, waste disposals etc. At present, management considers that the impact of climate-related
matters is not materialto the Group’s financial statements.

39. SUBSEQUENT EVENTS

The Board of Directors of the Group in their meeting held on 14 Jumada Al-Akhirah, 1443H corresponding
to 17 January 2022G hasproposed a cash dividend of SR 2.75 pershare (2020 SR: 2.5 per share) forthe year
ended 31 December2021. The approval of the shareholders of the Group for the dividend shall be obtained
in their forthcoming Annual General Meeting. The consolidated financial statements for the year ended 31
December2021 do notinclude the effect of the aforementioned proposed dividend, which will be accounted
for in the consolidated financial statements forthe yearending 31 December2022.

Except for above, no significant subsequent events have occurred subsequent since 31 December202 1 that
would have a materialimpact on the financial position or financial performance of the Group.

40. APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS
These consolidated financial statements have been approved by the Board of Directorson 13 Shaban 1443H,
correspondingto 16 March 2022G.
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4.5.4.3 Revenue Recognition

(?) Detailed Description

As per ISA 240, there is a rebuttable presumption that there exists a risk of fraudulent revenue recognition to influence users of the financial statements or for
earnings management.

Revenue has following streams:
a) Operating revenue (in-patients and out-patient);
b) Pharmacy sales.

No fraud risks was identified on the revenue streams except for operating revenue due to existence of variable consideration for which the inputs could be
inappropriately manipulated (i.e. opportunity exists).

Operating revenue (in-patient and out-patient)

We have identified significant fraud risk on operating revenue due to the fact that certain contracts with customers include variable consideration such as volume
discounts, prompt payment discounts and claims disallowed. These constitute variable consideration and are considered in the recognition of revenue on an
estimated basis in the period in which the related services are rendered. There is a risk of fraud relating to recognition of in-patient and out-patient services
revenue which requires special audit consideration because of the nature of the risk and the potential for misstatements to the ‘E’ and ‘A’ of over said revenue
stream. It is the only factor that an entity has complete control over and the risk is that management could manipulate the method of estimation which is
mechanical and the judgment applied in estimating the variable consideration to fraudulently misstate revenue through the manual journal entries. While there is
a risk of material misstatement, previous estimate have not deviated materially from historical actual results. However, the volume of revenue transactions and
the size of the account result in the magnitude of potential misstatement being material. Further, as the entity is Listed and we identified a risk of fraud as stated
above related to variable consideration to fraudulently misstate revenue at year-end through manual journal entries to meet analyst targets or to hold back
revenue if targets have been already met.

Because of the manual process in place to record variable elements of transaction price, this may indicate, absent other factors, an opportunity to manipulate
revenue (by either overstating or understating revenue to achieve specific results). Hence, there is a risk that the entity intentionally misstate revenue through
use of incorrect data to calculate the adjustment to revenue (i.e. variable consideration [an inappropriate amount is estimated] included in the transaction price)
to achieve specific financial results.

Pharmacy sales

ET has not assessed any risk of fraud in pharmacy sales. Revenue from pharmacy sales are recognized at point in time which occur when the products are
delivered to the customer at the counter. Sales are simple revenue transaction, occur on credit or cash, the likelihood of a material misstatement is lower since
the recording of revenue for pharmacy sales, including the determination of the timing of control transfer, is routine and involves no judgmental aspect to revenue
recognition. Prices are regulated from Ministry of Health for all the medicines. There is lack of complexity and ability to manipulate revenue. Though the sales
involve some cash transactions, each transaction amount is small and with the popularity of credit card and mobile payments, the amount of payments in cash is
low. Moreover, operation is disaggregated with a number of pharmacies operating within hospital location different cities with no one location contributing a
significant portion of the Company's revenue or PBT. Each location has different local management (pharmacy store incharge and cashiers). There is not one
individual who is overseeing multiple locations who would/could create pressure to a significant number of cashiers to manipulate revenues, and we see limited
opportunities for individually material fraud at each location. As a result, if immaterial fraud (by for example cashiers) were perpetrated in one location, it is not
expected or likely that the same fraud would be committed at multiple locations. Therefore, there is not expected to be a material misstatement due to fraud for
this revenue stream.

Component(s) if applicable Standalone

® Eastern Medical Services Company Limited (Subsidiary)
® Mouwasat Medical Services Company (Separate financial statements) [Refer attached MMSC
Component memo 1.2.3.0010]

Significant Account(s)/Disclosure(s) Estimate Risk Of Error Risk Of Fraud

Operating revenues, net O O O O

Refund liabilities

The significant risk relates only to a part of the account balance or types of transactions, identified as follows:

As per ISA 240, there is a rebuttable presumption that there exists a risk of fraudulent revenue recognition to influence users of the financial statements or for
earnings management.





The engagement team has disaggregated the revenue financial statement caption and identified two revenue streams and significant accounts:
- Operating revenue (in-patients and out-patient);
- Pharmacy sales

No fraud risks was identified on the revenue streams except for operating revenue due to existence of variable consideration for which the inputs could be
inappropriately manipulated (i.e. opportunity exists). As described in below, the entity's senior management has an incentive to over and understate revenues
and there are more opportunities to do this on the operating revenue stream through manual adjustments to revenue for variable consideration and deliberately
use incorrect data to calculate the adjustment to achieve specific financial targets.

The following facts and circumstances led us to this conclusion:
Incentive or pressure:
- Information available does not indicate that the personal financial situation of management or those charged with governance is threatened by the Group’s
financial performance through:
- having significant financial interests in the entity
- having personal guarantees of debts of the entity
- large individual sales of the entity’s shares by senior management
- significant related party loans without a clear business purpose

Limited perceived opportunity to commit fraud, as in case of variable consideration which requires special audit consideration as it is the only factor that an entity
has complete control over:

- Opportunity to perpetrate fraudulent financial reporting is very low due to well controlled revenue cycle.

- Revenue cycle management (RCM) have certain operational elements which are system based and interconnected that leaves no opportunity to circumvent the
well-defined and robust process. This start with patience acceptance and registration to patient treatment its documentation till the billing and claim management.
- The lifecycle of a patient and subsequent revenue and payments through a typical healthcare encounter from admission (registration) to final payment passes
various approvals process.

- All administrative and clinical functions that contribute to the capture, management, and collection of patient service revenue are well defined and system based.
- Patient acceptance and registration are the first gate keepers in ensuring that the patient is both medically and financially eligible for treatment at the hospital

- Medical documentation created provides the main evidence that procedures have been conducted and forms the basis for the RCM function to generate
invoices

- The deductibles (patient portion) are taken at acceptance process whereas insurer portion is invoiced at ------- end accompanied with medical /clinical records
evidencing the treatment / procedures performed. In case of self-paying patient the amount is collected in full at the time of the admission of patient hence
revenue converts to cash very quickly meaning limited opportunity to manipulate revenue recognition

- Robust system exist for cash collection process thereby no perceived opportunity to manipulate the revenue.

Attitude or rationalization:

- No history of violations of laws and regulations or claims against the entity, its senior management, or those charged with governance alleging fraud or non-
compliance;

- There is no history of significant audit misstatements relating to revenue recognition;

- There are no indicators that management possesses the attitude, character or ethical values that would cause it knowingly commit a dishonest act;

- We have not identified any other fraud risk factors;

- We have not identified any other assertion level fraud risks .

Variable consideration

We have identified significant fraud risk on operating revenue due to the fact that certain contracts with customers include variable consideration such as volume
discounts, prompt payment discounts and claims disallowed. These constitute variable consideration and are considered in the recognition of revenue on an
estimated basis in the period in which the related services are rendered. There is a risk of fraud relating to recognition of in-patient and out-patient services
revenue which requires special audit consideration because of the nature of the risk and the potential for misstatements to the ‘E’ and ‘A’ of over said revenue
stream. It is the only factor that an entity has complete control over and the risk is that management could manipulate the method of estimation which is
mechanical and the judgment applied in estimating the variable consideration to fraudulently misstate revenue through the manual journal entries. While there is
a risk of material misstatement, previous estimate have not deviated materially from historical actual results. However, the volume of revenue transactions and
the size of the account result in the magnitude of potential misstatement being material. Further, as the entity is Listed and we identified a risk of fraud as stated
above related to variable consideration to fraudulently misstate revenue at year-end through manual journal entries to meet analyst targets or to hold back
revenue if targets have been already met.

Because of the manual process in place to record variable elements of transaction price, this may indicate, absent other factors, an opportunity to manipulate
revenue (by either overstating or understating revenue to achieve specific results). Hence, there is a risk that the entity intentionally misstate revenue through
use of incorrect data to calculate the adjustment to revenue (i.e. variable consideration [an inappropriate amount is estimated] included in the transaction price)
to achieve specific financial results.t.

Pharmacy sales

ET has not assessed any risk of fraud in pharmacy sales. Revenue from pharmacy sales are recognized at point in time which occur when the products are
delivered to the customer at the counter. Sales are simple revenue transaction, occur on credit or cash, the likelihood of a material misstatement is lower since
the recording of revenue for pharmacy sales, including the determination of the timing of control transfer, is routine and involves no judgmental aspect to revenue
recognition. Prices are regulated from Ministry of Health for all the medicines. There is lack of complexity and ability to manipulate revenue. Though the sales
involve some cash transactions, each transaction amount is small and with the popularity of credit card and mobile payments, the amount of payments in cash is
low.

The operation is disaggregated with a number of pharmacies operating within 6 hospitals in 6 cities with no one location contributing a significant portion of the






Group's revenue or PBZ. Each location has different local management (i.e. Consultant and cashiers) responsible for the operation of pharmacy. There is not
one individual who is overseeing multiple locations who would/could create pressure to a significant number of cashiers to manipulate revenues, and we see
limited opportunities for individually material fraud at each location. As a result, if immaterial fraud (by for example cashiers) were perpetrated in one location, it is
not expected or likely that the same fraud would be committed at multiple locations (fraudulent activity through misappropriation of assets would need to be in
such vast quantities to result in a material error that the probability of this occurring is considered remote). Therefore, there is not expected to be a material
misstatement due to fraud for this revenue stream. There is appropriate communication, implementation, support, and enforcement of the entity’s values and
ethical standards. Pharmacy sales are recorded automatically in the system upon delivery of drugs through Hospital Information System (HIS). Moreover, for the
credit pharmacy sales are only made to those patients which have MMSC doctor's prescription. Management also has an arrangement with suppliers whereby
expired pharmacy inventories are recalled by them before the expiry date as per terms of agreement; hence no obsolescence or inventory expiry risk exist. There
is no history of audit misstatements relating to revenue recognition for this revenue stream. Further the team noted that no apparent incentives, rationalizations
and/or opportunities to fraudulently adjust revenue recognition is present in that revenue stream. There is appropriate communication, implementation, support,
and enforcement of the entity’s values and ethical standards. Accordingly, ET do not consider there is much opportunity for management to fraudulently misstate
the revenue for this revenue stream, so we have rebutted the fraud risk for this revenue stream.

Relevant factors considered in identifying the significant risk. (For fraud risks, it is not necessary to duplicate fraud risk factors documented at 2.14.2.)

MMSC mainly provides healthcare services through hospital, clinics and pharmacies. Revenue is mainly generated from two main streams i.e Operating
Revenue and Pharmacy Sales.

Pharmacy sales are straightforward and the process for recording of revenue is automated and there is no complexity involved, further the prices are also
regulated by Ministry of Health, hence ET not identifying any significant risk in this part of stream.

Operating revenue mainly include revenue generated from inpatient and outpatient services. There are certain contracts with customers include variable
consideration such as volume discounts, prompt payment discounts and claims disallowed. These constitute variable consideration and are considered in the
recognition of revenue on an estimated basis in the period in which the related services are rendered. There is a risk of fraud relating to recognition of in-patient
and out-patient services revenue which requires special audit consideration because of the nature of the risk and the potential for misstatements to the ‘E’ and ‘A’
of over said revenue stream.

Furthermore, MMSC is listed on Saudi Exchange (Tadawul). There may be a possibility for management to overstate revenue to meet stakeholder expectations
which may indicate incentives, pressure and opportunities for Fraudulent financial reporting related to revenue.

Summary of RoMM due to error for assertions associated with the significant risk of error

Rationale if RoMM assessment is inconsistent with

Rationale for reassessment of RoMM, including

Significant Account(s) / Disclosure(s) RoMM matri>'< and/or RpMM i§ asse'sse'q as L(?w for an reassessed control risk
assertion associated with a significant risk
Refund liabilities The RoMM is consistent with the RoMM Matrix
| oo Gokationaramassror [ o [ e [ a4 [ v [ o | ¢ |
Test of operating effectiveness? Y
Inherent Risk of Error S
Initial Control Risk L
Initial RoMM due to error M
Reassessed RoMM due to error N/S
Operating revenues. net The RoMM is consistent with the RoMM Matrix
| commusmcscmon fopkationaramasewor [ o | e [ a4 [ v [ o | ¢ |
Test of operating effectiveness? Y Y
Inherent Risk of Error S S
Initial Control Risk L L
Initial RoMM due to error M M
Reassessed RoMM due to error N/S N/S

Summary of RoMM due to fraud for assertions associated with the fraud risk





Rationale if RoMM assessment is inconsistent with

Rationale for reassessment of RoMM, including

Significant Account(s) / Disclosure(s) RoMM matri>.( and/or RpMM i§ assefsse-t:? as L(?w for an reassessed control risk
assertion associated with a significant risk
Refund liabilities ROMM is consistent with ROMM matrix
| commmosoonumptmaromimenrmas | o [ e [ [ v ]o [ e |
Test of Operating effectiveness? Y
Inherent Risk of Fraud S
Initial Control Risk L
Initial RoMM due to fraud M
Reassessed RoMM due to fraud N/S
Operating revenues. net ROMM is consistent with ROMM matrix
| commmosconumptmaromimenrmas | [ e | A [ v ][o [ e |
Test of Operating effectiveness? Y Y
Inherent Risk of Fraud S S
Initial Control Risk L L
Initial RoMM due to fraud M M
Reassessed RoMM due to fraud N/S N/S

Approach to address the significant risk, including how the nature, timing, and extent of tests of controls, if applicable, and substantive procedures are specifically
responsive to the significant risk.

1. Obtain understanding of the process followed by management to estimate variable consideration.
2. Review the terms and conditions of revenue agreements with customers.

3. Evaluate the appropriateness of method used by management to estimate the variable consideration such as volume discounts, disallowed claims (rejection
claims) and prompt settlement discounts. Test the operating effectiveness of related controls.

4. Evaluate the appropriateness of assumptions used to measure the estimate related to rejection claims (claims disallowed by insurance companies) and
assess whether the data used in the calculation is based on latest reconciliation agreed with respective customers or consistent with historical rejection against

each customer.

5. Recalculate the prompt settlement discount based on the percentage contained in the agreement with respective customers and compare it to the amount
charged as adjustment to transaction price.

6. Assess the accuracy and completeness of the underlying data to determine if the gross revenue, agreed volume discounts and prompt settlement discounts
for selected customers used in the estimate of variable consideration is appropriate.

7. Review adequacy of disclosures and presentation in the financial statements in compliance with IFRS.

Testing results over controls that are intended to address the significant risk

Identifier Control Type of risk control addresses = Processes WCGW IPE R|s.k of 108
Failure Results
05 Risk of Error;Risk of Fraud Revenue The volume Manual Revenu |Higher Effective,TO |TOE
and discount, e report E Planned |Effective
Review of provision for receivables |prompt (HIS)
prompt payment payment
discount, volume discount and
discount and rejection rejection
claims claims is not
computed
accurately.






Operating revenues, net O | 7| O O |
Accounts receivable

O O O O
Refund liabilities

v ] ] ] O O

=

%" No control deficiencies have been associated with the assertions of account(s)/disclosure(s) to which this significant risk related

Were there any deficiencies in process/transaction level O VYes ® No O Not Selected
controls that were intended to address the significant risk?

Results of substantive procedures that are specifically responsive to the significant risk

*Audit
Misstatement

Evi
Timing or Further vidence

addresses Type Investigation Cleilse

Required
R7 Refund liability, Risk of Revenue and |ToD Entire Final HIS revenue  [N/A No Yes
rejections and Error; Risk |receivables Population report

prompt payment |of Fraud
discount

calculation

Type of risk
Identifier Procedure procedure

Procedure

Refund liabilities
74 74 74} 74 O O
Operating revenues, net O O O O
Accounts receivable
O O O O O
R 8 Pricing and Risk of Revenue and |ToD Other Final Price List N/A No Yes
Insurance Error; Risk [receivables
Discount of Fraud
Operating revenues, net O 0O 0O 0O O
Sales
O O 74} O O O

*RoMM - L -Low ; M- Moderate ; H- High. For MUS, the corresponding sample Reference Number will list after
each L/M/H (e.g., "L-2,4").

*Audit Misstatement or Further Investigation Required - The test of details identified an audit misstatement, or
the substantive analytical procedure required further investigation.

=

¥ No misstatements have been identified for the account(s)/disclosure(s) to which this significant risk relates

Were there any misstatements identified that relate to the O Yes ® No O Not Selected
significant risk?

(i) Document results / findings (applicable to siginficant risks and going concern risks; not applicable to financial statement level risks) and the consideration of
inconsistent or contradictory evidence in assessing management's judgments regarding accounting estimates.





We have performed following main procedures in order to obtain sufficient and appropriate audit evidence over the above:
1. Obtained understanding of the process followed by management to estimate variable consideration and assessed fraud risk (refer 2.14.2.0010)
2. Reviewed the terms and conditions of revenue agreements with customers.

3. Evaluated the appropriateness of method used by management to estimate the variable consideration such as volume discounts, disallowed claims (rejection
claims) and prompt settlement discounts. Test the operating effectiveness of related controls.

4. Evaluated the appropriateness of assumptions used to measure the estimate related to rejection claims (claims disallowed by insurance companies) and
assess whether the data used in the calculation is based on latest reconciliation agreed with respective customers or consistent with historical rejection against

each customer.

5. Recalculated the prompt settlement discount based on the percentage contained in the agreement with respective customers and compare it to the amount
charged as adjustment to transaction price.

6. Assessed the accuracy and completeness of the underlying data to determine if the gross revenue, agreed volume discounts and prompt settlement discounts
for selected customers used in the estimate of variable consideration is appropriate.

7. Reviewed adequacy of disclosures and presentation in the financial statements in compliance with IFRS.

Based on the procedures performed we conclude that we have obtained sufficient and appropriate audit evidence over revenue.

Sign Off History
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Reviewed Muhammad Ali 3/15/2022
Reviewed Naveed Khan 3/15/2022
Reviewed Bilal Marroush 3/13/2022
Reviewed Naveed Khan 3/13/2022
Reviewed Muhammad Ali 3/10/2022
Prepared Huzaifa Mati 3/6/2022







4.5.4.4 Valuation of receivable

(?) Detailed Description

Valuation of receivables have been identified as significant risk. There is risk due to requirements of IFRS 9 which require to book provision for impairment of
receivables balances.

The calculation of the estimate of the allowance for impairment of receivables involves subjective judgments or uncertainties, which requires special audit
consideration. An inappropriate amount is estimated and recorded for the ECL allowance against accounts receivable.

Component(s) if applicable Standalone

® Eastern Medical Services Company Limited (Subsidiary)

® Mouwasat Medical Services Company (Separate financial statements) [Refer attached MMSC
|
Component memo 1.2.3.0010]

Significant Account(s)/Disclosure(s) Estimate Risk Of Error Risk Of Fraud

Accounts receivable

Relevant factors considered in identifying the significant risk. (For fraud risks, it is not necessary to duplicate fraud risk factors documented at 2.14.2.)

We considered the following factors:

whether the risk is a risk of fraud - No as per the assessment of ET there is no risk of fraud associated with valuation of receivable, considering the fact
that major receivable are from few major insurance companies which cleared on an average 80% of the invoice within 5 to 10 days and remaining amount are
settled upon reconciliation with insurance companies. Further, other parties have to pay with 60-90 days as per the agreed terms.

whether the risk is related to recent significant economic, accounting or other developments which requires specific attention - No

the complexity of transactions - assumptions used in expected credit losses (ECLs) measurement for impairment of financial assets are not appropriate.

whether the risk involves significant transactions with related parties - no such transactions involved based on inquiries and initial risk assessment

the degree of subjectivity in the measurement of financial information related to the risk - There are high degrees of subjectivity and levels of judgment
involved in deciding the measurement of allowance of expected credit losses.

whether the risk involves significant transactions that are outside the normal course of business for the entity, or that otherwise appear to be unusual - no
such transactions involved based on inquiries and initial risk assessment

Summary of RoMM due to error for assertions associated with the significant risk of error

Rationale if RoMM assessment is inconsistent with Rationale for reassessment of RoMM. includin
Significant Account(s) / Disclosure(s) RoMM matrix and/or RoMM is assessed as Low for an : 9

reassessed control risk

assertion associated with a significant risk

Accounts receivable The RoMM is consistent with the RoMM Matrix

| commusmcscmon fokationaraasewors | ¢ [ e [ a4 [ v [ o | ¢ |
Test of operating effectiveness? Y
Inherent Risk of Error S
Initial Control Risk L
Initial RoMM due to error M

Reassessed RoMM due to error N/S






Approach to address the significant risk, including how the nature, timing, and extent of tests of controls, if applicable, and substantive procedures are specifically
responsive to the significant risk.

1. Obtain and review the accuracy of the system generated ageing of customer receivable balances and classification of balances into correct age buckets from
the date of invoice after taking into account credit period, if any, granted to the customer.

2. Evaluate the reasonableness of management’s key judgements in estimating ECLs allowance.

3. Assess the completeness, accuracy and relevance of data.

4. Review the management’s process of assessing long outstanding customer balances on periodic basis.

5. Perform back testing to assess the appropriateness of management basis for accounting estimate of provisioning.

6. Obtain confirmation replies for independent verification of customer balances and review the subsequent collections against outstanding receivable balances
at the period end.

7. Involve Financial Risk Management (FRM) specialists to recalculate the ECL allowance for trade receivable as at reporting date.

Testing results over controls that are intended to address the significant risk

Risk Of TOE
Failure Results

Effective,TO |TOE
E Planned |Effective

Identifier Control Type of risk control addresses Processes WCGW Nature IPE

Risk of Error Revenue Allowance for
Computation of ECL is and impairment of
reviewed and receivables |receivables

approved. estimate
errors

Accounts receivable

=

" No control deficiencies have been associated with the assertions of account(s)/disclosure(s) to which this significant risk related

Were there any deficiencies in process/transaction level O VYes ® No O Not Selected
controls that were intended to address the significant risk?

Results of substantive procedures that are specifically responsive to the significant risk

*Audit
" Type of risk Procedure . Misstaiement Evidence
Identifier Procedure procedure Timing or Further .
Type o Obtained
addresses Investigation
Required
R 5 Risk of Revenue and |ToD Entire Final Debtor ageing; [N/A Yes Yes
Error receivables Population Receivable
ageing
(extracted from
ECL analysis and system and
claculation categorized as
per different
category);
Collection
report

Accounts receivable

*RoMM - L -Low ; M- Moderate ; H- High. For MUS, the corresponding sample Reference Number will list after
each L/IM/H (e.g., "L-2,4").





*Audit Misstatement or Further Investigation Required - The test of details identified an audit misstatement, or
the substantive analytical procedure required further investigation.

4L At least one misstatement has been identified by a test of details, or a substantive analytical procedure required further investigation. Consider the impact on the
audit approach and overall sufficiency of audit evidence in responding to the significant risk

=

%' There is at least one account associated with this significant risk where a misstatement has been identified

Were there any misstatements identified that relate to the 0 Yes O No O Not Selected
significant risk?

Misstatement(s) identified in relation to the significant risk

Impact on
Indicative Of  Nature, Timing

Description Of Misstatement Type Of Misstatement Identified During Tax Entry

Fraud(Y/N)  and Extent of
Procedures

SUAD 7 Allowance for expected credit losses (ECL)

Judgemental 0

(i) Document results / findings (applicable to siginficant risks and going concern risks; not applicable to financial statement level risks) and the consideration of
inconsistent or contradictory evidence in assessing management's judgments regarding accounting estimates.

We have performed following procedures in order to obtain sufficient and appropriate audit evidence over the above:

1. Obtained and review the accuracy of the system generated ageing of customer receivable balances and classification of balances into correct age buckets
from the date of invoice after taking into account credit period, if any, granted to the customer.

2. Evaluated the reasonableness of management’s key judgements in estimating ECLs allowance.

3. Assessed the completeness, accuracy and relevance of data.

4. Reviewed the management’s process of assessing long outstanding customer balances on periodic basis.

5. Performed back testing to assess the appropriateness of management basis for accounting estimate of provisioning.

6. Reviewed the subsequent collections against outstanding receivable balances at the period end and perform alternative testing for parties against which
confirmation not received.

7. Involved Financial Risk Management (FRM) specialists to recalculate the ECL allowance for trade receivable as at reporting date.

Based on the procedures performed we conclude that we have obtained sufficient and appropriate audit evidence over receivable.
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