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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

Status User Date
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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