


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

Interim condensed consolidated financial statements
For the nine-months period ended 30 September 2017

Table of Contents

Page
Review report 1
Interim condensed consolidated statement of income and other comprehensive income 2
Interim condensed consoelidated statement of financial position 3
Interim condensed consolidated statemertt of changes in equity 4
Interim condensed consolidated statement of cash flows 5

Notes to the mterim condensed consolidated financial statemnents 6-29


















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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
At 30 September 2017

1 CORPORATE INFORMATION

Mouwasat Medical Services Company ("the Company") is registered in Saudi Arabia under Cemmercial
Registration number 2050032029 dated 12 Ramadan 1417H (corresponding to 22 January 1997). The Company
was converted into a Saudi Joint Stock Company in accordance with Ministerial Resolution No. 1880 dated 4 Dhu-
al-Hijja 1426H (corresponding to 4 January 2006).

The Coinpany through its multiple branches is engaged in the acquisition, managemeni, operation and maintenance
of hospitals, medical centers, drug stores, pharmacies and wholesale of medical equipment and drugs.

The accompanying interim condensed consolidated financial statements include the activities of the Company and
its following subsidiaries (collectivelly referred to as "the Group"):

Country of Percentage of
Name of the entity incorporation ownership Activities
Eastern Medical Services Company Limited Saudi Arabia 51% Medical services
Specialized Medical Clinic Company Limited Saudi Arabia 95% Medical services

The interim condensed consolidated financial statements of the Group as of 30 September 2017 were authorised
for issue in accordance with the Board of Directors resolution on 4 Safar 1439H (corresponding to 24 Qctober
2017).

2 SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

These interim condensed consolidated financial statements have been prepared in accordance with International
Accounting Standard, “Interim Financial Reporting” (“IAS 34”) as endorsed in Kingdom of Saudi Arabia. These
are also the Group’s first interim condensed consolidated financial statements in accordance with International
Financial Reporting Standards (“IFRS™) for part of the period covered by the first annual financial statements
prepared in accordance with IFRS as endorsed in Kingdom of Saudi Arabia, and accordingly International
Financial Reporting Standard, “First-time Adoption of International Financial Reporting Standards™ (“TFRS 1) as
endorsed in Kingdom of Saudi Arabia has been applied. Refer to Note 16 for information on the first time
adoption of IFRS as endorsed in Kingdom of Saudi Arabia, by the Group,

The interim condensed consolidated financial statements do not include all the information and disclosures
required in annual financial statements to be prepared in accordance with IFRS as endorsed in Kingdom of Saudi
Arabia and other standards and pronouncements that are issued by the SOCPA, which would be produced for the
year ending 31 December 2017.

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

Basis of consolidation

The interim condensed consolidated financial statements comprise the financial statements of the Company and its
subsidiaries as at 30 September 2017, Control is achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the ability to affect those returns through its power over the
investee. Specifically, the Group controls an investee if, and only if, the Group has:

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

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

- The ability to use its power over the investee to affect its returns
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

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

- The contractual arrangement(s) with the other vote holders of the investee
- Rights arising from other contractual arrangements

- The Group’s voting rights and potential voting rights

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

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

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

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

Business combinations and goodwill

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

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

Any contingent consideration fo be transferred by the acquirer will be recognised at fair value at the acquisition
date. Contingent consideration classified as an asset or liability that is a {inancial instrument and within the scope
of IAS 39 Financial Instruments; Recognition and Measurement, is measured at fair value with the changes in fair
value recognised in the interim condensed consolidated statement of incomne and other comprehensive income.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

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 assets acquired and
liabilities assumed). If the fair value of the net assets acquired is in 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 amounts to be recognised at the acquisition date. If the reassessment still
results in an excess of the fair value of net assets acquired over the aggrepgate consideration transferred, then the gain is
recognised in interim condensed consolidated statement of income and other comprehensive income,

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

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

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

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

» Held primarily for the purpose of trading

+ Expected to be realised within twelve months after the reporting period, or

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

All other assets are classified as non-current.

A liability is current when:

= It is expected to be seitled in the normal operating cycle
« Tt is held primarily for the purpose of trading
« Itis due to be settled within twelve months after the reporting period, or

There is no uncenditional right to defer the settiement of the liability for at least twelve months after the reporting
period

The Group classifies all other liabilities as non-current.

Property and equipment

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

Property and equipment (continued)
Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets, as follows:

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

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

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

Borrowing costs

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

Intangible assets
Other intangible assets represent the software license and operating license of certain hospitals.

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

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

Intangible assets with finite lives are amortised over the useful econoinic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired, The amortisation peried and the amortisation method for an
intangible asset with a finite useful life are reviewed at least at the end of each reporting period. Changes in the expected
useful life or the expected pattern of consumption of future economic benefits embodied in the asset are considered to
modify the amortisation period or method, as appropriate, and are treated as changes in accounting estimates. The
amortisation expense on intangible assets with finite lives is recognised in the interim condensed consolidated statement
of income and other comprehensive income in the expense category that is consistent with the function of the intangible
assets.

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

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in the interim condensed consolidated statement of
income and other comprehensive income when the asset is derecognised.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment in an associate

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

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

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

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

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

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

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

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

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

Upon loss of significant influence over the associate, the Group measures and recognises any retained investment at its
fair value. Any difference between the carrying amount of the associate upon loss of significant influence and the fair
vatue of the retained investment and proceeds from disposal is recognised in the interim condensed consolidated
statement of income and other comprehensive income.

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

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

10
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any indication
exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s recoverable amount. An
asset’s recoverable amount is the higher of an asset’s or CGU’s fair value less costs of disposal and its value in use. The
recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows thal are largely
independent of those from other assets or groups of assets. When the carrying amount of an asset or CGU exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

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

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

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

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

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

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

I8!
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments — initial recognition and subsequent measurement

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

Financial assets

Initial recognition and measurement

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

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

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

Loans and receivables

This category is the most relevant to the Group. Receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market, After initial measurement, such financial assets are subsequently
measured at amortized cost using the effective interest rate (EIR) method, less impairment. Amortized cost is calculated
by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The
effective interest rate amortization is included in finance income in the preliminary interim condensed consolidated
statement of income and other comprehensive income, The losses arising from impairment are recognized in the interim
condensed consolidated statement of income and other comprehensive income in finance charges for loans and in cost of
sales or other operating expenses for receivables.

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

Derecognition

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

» The rights to receive cash flows from the asset have expired; or
= The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without inaterial delay to a third party under a ‘pass-through’ arrangement; and either;

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

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

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

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Group could be required to
repay.

12
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Financial assets (continued)

Impairment of financial assets

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

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics and colleclively
assesses them for impairment. Assets that are individually assessed for impairment and for which an impairment loss is,
or continues to be, recognised are not included in a collective assessment of impairment.

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

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

Financial liabilities

Initial recognition and measurement

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

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

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

Subsequent measurement

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

13
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Loans and interest bearing borrowings

This is the category most relevant to the Group. After initial recognition, inferest bearing loans and borrowings are
subsequently measured at amorlised cost using the effective interest rate method. Gains and losses are recognised in the
statement of profit or loss when the liabilities are derecognised as well as through the effective interest rate method (EIR)
amortisation process.

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

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

Derecognition

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

Offsetting of financial instruments

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

Provisions

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

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

Employee defined benefit liabilities

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

14
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recoguition

Operating revenue

Revenue is recognised when services are rendered to customers, net of discounts, Net patient services revenue is
recognised at the estimated net realisable amounts from the third party payers (insurance companies) and others for the
services rendered, net of estimated retroactive revenue adjustments {rejections) when the related services are rendered.
Refroactive adjusiments are considered in the recognition of revenue on an estimated basis in the period the refated
services are rendered and such estimated amounts are revised in future periods as actual adjustments become known.

Sales

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

Finance income

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

Zakat

Zakat is provided for in accordance with Saudi Arabian fiscal regulations. The provision is recognised in the interim
condensed consolidated statement of income and other comprehensive income. The provision for the interim period is
calculated based on estimated zalat provision for the whole year. The difference between the provision made during the
interim period and the actual provision for the period based on detailed zakat calculation for the year is accounted for at
year end,

Foreign currencies

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

Transactions and balances

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

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

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

Leases

The determination of whether an arrangement is (or contains) a lease is based on the substance of the arrangement at the
inception of the lease. The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent on the use of
a specific asset (or assets) and the arrangement conveys a right to use the asset (or assets), even if that asset is {or those
assets are) not explicitly specified in an arrangement.

Group as a lessee

A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers substantially all
the risks and rewards incidental to ownership to the Group is classified as a finance lease.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Leases (continued)

Group as q lessee fcontinued)

An operating Jease is a lease other than a finance lease. Operating lease payments are recognised as an operating expense
in the interim condensed consolidated statement of income and other comprehensive income on a straight-line basis over
the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards of ownership of an asset are ¢lassified
as operating leases. Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognised over the lease term on the same basis as rental income. Contingent rents are
recognised as revenue in the period in which they are earned.

Contingencies

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

Statutory reserve

In accordance with the Saudi Arabian Regulations for Companies, the Company must set aside 10% of its annual net
income for the year after deducting tosses brought forward in each year until it has built up a reserve equal 1o one half of
the capital. The Company may resolve to discontinue such transfers when the reserve totals 50% of the capital (reduced to
30% in accordance with new Saudi Arabian Regulations for Companies effective from 29 April 2016). The reserve is not
available for distribution.

3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

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

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

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

Impairment of trade receivables

An estimate of the collectible amount of trade receivables is made when collection of the full amount is no longer
probable, For individually significant amounts, this estimation is performed on an individual basis. Amounts which are
not individually significant, but which are past due, are assessed collectively and a provision applied according to the
length of time past due.
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3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

Valuation of defined benefit obligations

The cost of the defined benefit pension plan and other post-employment benefits and the present value of the
pension obligation are determined using actuarial valuations. An actuarial valuation involves making various
assumptions that may differ from actual developments in the future. These include the determination of the
discount rate, future salary increases and other assumptions. Due to the complexities involved in the valuation and
its long-term nature, a defined benefit obligation is highly sensitive to changes in these assumptions, All
assumptions are reviewed at each reporting date.

Useful lives of property and equipment

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

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

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal
calculation is based on available data from binding sales transactions, conducted at arm’s length, for similar assets
or observahle market prices less incremental costs for disposing of the asset. The value in use calculation is based
on a DCF model. The cash flows are derived from the budget for the next five years and do not include
restructuring activities that the Group is not yet committed to ot significant future investments that will enhance the
asset’s performance of the CGU being tested. The recoverable amount is sensitive to the discount rate used for the
DCF model as well as the expected future cash-inflows and the growth rate used for extrapolation purposes.

4 STANDARDS ISSUED BUT NOT YET EFFECTIVE

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

IFRS 9 Financial Instruments

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

The Group plans to adopt the new standard on the required effective date. During 2016, the Group has performed
a high-level impact assessment of all three aspects of IFRS 9. This preliminary assessment is based on currently
available information and may be subject to changes arising from further detailed analyses or additional reasonable
and supportable information being made available to the Group in the future. Qverall, the Group expects no
significant impact on its statement of financial pesition and equity except for the effect of applying the impairment
requirements of IFRS 9,
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4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 9 Financial Instruments (continued)

{a} Classification and measurement

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

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

(b) Fmpairment

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

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising from contracts
with customers. Under IFRS 15, revenue is recognized at an amount that reflects the consideration to which an
entity expects to be entitled in exchange for transferring goods or services to a customer.

The new revenue standard will supersede all current revenue recognition requirements under IFRS. Either a full
retrospective application or a modified retrospective application is required for annual periods beginning on or
after 1 January 2018. Early adoption is permitted. The Group plans to adopt the new standard on the required
effective date using the full retrospective method. During the year, the Group performed a preliminary assessment
of IFRS 15, which is subject to changes arising from a more detailed ongoing analysis. Furthermore, the Group is
considering the clarifications issued by the IASB in April 2016 and will monitor any further developments. The
Group is in the business of providing helthcare services and sale of medicines and drugs. The services and
medicines and drugs are sold both on its own in separate identified contracts with customers and together as a
bundled package of goods and/ or services.

Sale of goods

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

IFRS 15 requires the estimated variable consideration to be constrained to prevent over-recognition of revenue,
The Group continues to assess individua! contracls to determine the estimated variable consideration and related
constraint.

Rendering of services

The Group provides medical services. These services are sold either on their own contracts with the
patients/customers or bundled together with the sale of medicines and drugs to a patient/ customer. Currently, the
Group accounts for the medicines and drugs and service as separate deliverables of bundled saies and allocates
consideration between these deliverables using the relative fair value approach. The Group recognises service
revenue by reference to the stage of completion.
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4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 15 Revenue from Contracts with Customers (continued)

Rendering of services (continued)

Under IFRS 185, allocation will be made based on relative stand-alone selling prices. As a result, the allocation of the
consideration and, consequently, the timing of the amount of revenue recogaised in relation to these sales may be
impacted. The Group has preliminarily assessed that the services are satisfied over time given that the customer
simultaneously receives and consumes the benefits provided by the Group. Consequently, the Group would continue to
recognise revenue for these service contracts/service components of bundled contracts over time rather than at a point
of time.

Presentation and disclosure requirements

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

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

The amendments address the conflict between [FRS 10 and IAS 28 in dealing with the loss of control of a subsidiary
that is sold or contributed to an associate or joint vehture, The amendments clarify that the gain or loss resulting from
the sale or contribution of assets that constitute a business, as defined in IFRS 3, between an investor and its associate
or joint venture, is recognised in full. Any gain or loss resulting from the sale or contribution of assets that do not
constitute a business, however, is recognised only to the extent of unrelated investors’ interests in the associate or joint
venture. The TASB has deferred the effective date of these amendments indefinitely, but an entity that early adopts the
amendments must apply them prospectively. The Group will apply these amendments when they become effective.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

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

Entities may apply the amendments on a fully retrospective basis. Alternatively, an entity may apply the interpretation
prospectively to all assets, expenses and income in its scope that are initially recognised on or after;

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

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

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

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

The amendments are intended to eliminate diversity in practice, when recognising the related asset, expense or income
(or part of it) on the derecognition of a non-monetary asset or nen-monetary liability relating to advance consideration
received or paid in foreign currency. The Group is assessing the potential effect of the amendments on its consolidated
financiai statements.
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4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)
IAS 28 Investmenis in Associates and Joint Ventiires

Clarification that measuring investees at fair value through profit or loss is an investment-by-investment choice. The
amendments clarifies that:

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

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

The amendments should be applied retrospectively and are effective from 1 January 2018, with earlier application
permiited. If an entity applies those amendments for an earlier period, it must disclose that fact.

IFRS 16 Leases

IFRS 16 was issued in January 2016 and it replaces TAS 17 Leases, IFRIC 4 Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving
the Legal Form of a Lease, IFRS 16 sets out the principles for the recognition, measurement, presentation and
disclosure of leases and requires lessees to account for all leases under a single on-balance sheet model similar to the
accounting for finance leases under IAS 17. The standard includes two recognition exemptions for lessees — leases of
’low-value’ assets (e.g., personal computers) and short-term leases (i.e., leases with & lease term of 12 months or less).
At the commencement date of a lease, a lessee will recognise a liability to make lease payments (i.e., the lease liability)
and an asset representing the right to use the underlying asset during the lease term (i.e., the right-of-use asset). Lessees
will be required to separately recognise the interest expense on the lease liability and the depreciation expense on the
right-of-use asset. Lessees will be also required to remeasure the lease liability upon the occurrence of certain events
{e.g., a change in the lease term, a change in future lease payments resulting from a change in an index or rate used to
determine those payments), The lessee will generally recognise the amount of the remeasurement of the lease liability as
an adjustment to the right-of-use asset. Lessor accounting under IFRS 16 is substantially unchanged from today’s
accounting under [IAS 17, Lessors will continue to classify all leases using the same classification principle as in [AS 17
and distinguish between two types of leases: operating and finance leases.

IFRS 16 also requires lessees and lessors to make more extensive disclosures than under IAS 17, IFRS 16 is effective
for annual periods beginning on or after 1 January 2019, Early application is permitted, but not before an entity applies
IFRS 15. A lessee can choose to apply the standard using either a full retrospective or a inodified retrospective
approach. The standard’s transition provisions permit certain reliefs. The Group is under process to assess the potential
effect of IFRS 16 on its consolidated financial statements.

IFRS 1 First-time Adoption of International Financial Reporting Standards

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

5 INVESTMENT IN AN ASSOCIATE

The Group has 50% share in Advance Medical Project Company ("AMPC"), a limited liability company registered in
the Kingdom of Saudi Arabia. The company is engaged in operating Ophthalmelogy, ENT clinics.

20



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

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

At 30 September 2017

6 SHARE CAPITAL

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

7 DIVIDENDS

The board of directors at their meeting held on 25 Rabi'll 1438 H (corresponding to 23 January 2017) proposed a cash
dividend of SR 2.5 per share amounting to SR 125 million for the year ended 31 December 2016 which was
subsequently approved by the shareholders in the General Assembly Meeting held on 27 Rajab 1438 H (correspending
to 24 April 2017).

[30 September 2016: The hoard of directors at their meeting held on 15 Rabi'll 1437 H (corresponding to 25 January
2016) proposed a cash dividend of SR 2.0 per share amounting to SR 100 miliion for the year ended 31 December 2015
which was subsequently approved by the shareholders in the General Assembly Meeting held on 26 Jumada'll 1437 H
(corresponding to 4 April 2016)].

8 TERM LOANS
30 Septmeber 31 December

2017 2016

SR SR

(Unaudited)

Ministry of finance 119,582,340 122,155,564
Commercial banks 381,469,412 342 812,465
501,051,752 464,968,029

Less: current portion (114,327,968)  (142,256,059)
Non-current portion 386,723,784 322,711,970

Ministry of finance loans:

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

Commercial banks loans:

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

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

9 SHORT TERM LOANS

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

10 ZAKAT
Nine-months
Charge for the period period ended 30 September
(Unaudited)
2017 2016
SR SR
Provision and charge for the period 17,109,839 13,403,567

The provision for the period is based on individual zakat base of the Company and its subsidiaries.
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10 ZAKAT (continued)

Movement in provision

Nine-months
period ended  Year ended 31

The movement in zakat provision was as follows: 30 September Deceniber
2017 2016
SR SR
(Unaudited)
At the beginning of the period/ year 28,907,758 22,411,354
Charge for the period/ year 17,109,839 21,823,357
Paid during the period/ year (14,500,102) (15,326,953)
At the end of the period/ year 31,517,495 28,907,758

Status of assessments

Z.akat returns of the Company have been agreed with the General Authority of Zakat and Tax (“the GAZT™) up to 2012.
The zakat assessments for the years from 2013 to 2016 have been filed with the GAZT. However, the assessments have
not yet been raised by GAZT,

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

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

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

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

Nine-months
period ended 30 September

{(Unaudited)
2017 2016
Net income for the period attributable to the shareholders of
the parent company (SR) 238,180,858 181,536,160
Weighted average number of outstanding shares during
the period (share) 50,000,000 50,000,000
Basic and diluted earnings per share attributable to
the shareholders of the parent company 4.76 3.63
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12 RELATED PARTIES' TRANSACTIONS AND BALANCES

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

by such parties.

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

Related party

a) Amounts due from related parties:
Advance Medical Project Company ("AMPC")

Other

b) Amounts due to related parties:

Al-Mouwasat International Comparny
AdVision Media Solution

Magrabi Hospitals & Centers Company Ltd.
Gilan Company For Restaurants

Relationship

Associate

Affiliates

Affiliate
Affiliate
Affiliate
Affiliate

Nature of transactions

Revenue
Other services

Other services

Purchases and services
Purchases and services
Expenses
Revenue

The compensation to the key management personnel during the period amounted to SR 1 1,947,593 (30 September 2016: SR 8,709,890}

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

Amounts of fransaction Balance
Nine-months
period ended 30 September
(Unaudited) 30 September 31 December
2017 2016 2017 2016
SR SR (Unaudited)
SR SR
6,621,572 6,163,207
2,715,691 24,666 2,048,333 407,551
- - 770,001 770,001
2,818,334 1,177,552
9,513,637 13,262,938 1,739,010 1,637,953
18,045,266 13,108,474 2,295,160 4,287,046
1,843,883 1,746,632 1,084,913 159,072
145,833 - - -
5,119,083 6,084,071
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13 SEGMENTAL INFORMATION
Operating segments:

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

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

No operating segments have been aggregated to form the above reportable operating segments.

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

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

For the nine-months period ended
30 September 2017
Revenue 459,698,831 461,147,402 154,840,824 1,075,687,057
Gross profit 227,788,061 228,505,850 44,977,658 501,271,569
Unallocated income (expenses)
Selling and distribution expenses (109,508,252)
General and administration expenses {128,583,697)
Share in results of an associate ' 2,603,021
Financial charges (4,081,404)
Other income 6,240,823
Income before zakat 267,942,060
Zalkat (17,109,839)
Net income for the period 250,832,221
For the nine-months period ended
30 September 2016
Revenue 350,740,348 387,325,276 145,966,030 884,031,654
Gross profit 174,532,766 192,680,019 40,332,958 407,545,743
Unallocated income (expenses)
Selling and distribution expenses (98,883,956)
General and administration expenses (104,989,693)
Share in results of an associate 2,288,893
Financial charpes (5,173,526)
Other income 6,821,301
Income before zakat 207,608,762
Zakat (13,403,567}
Net income for the period 194,205,195
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13 SEGMENTAL INFORMATION (continued)

Operating segments (continued):

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

As at 30 September 2017

Total assets 1,151,059,452 835,082,347 270,837,518 2,256,979,317
Total liabilities 364,126,822 292,884,617 134,568,608 791,580,047
As at 31 December 2016

Total assets 1,024,427.,813 777,496,935 297,024,849 2,098,949,597
Total liabilities 344,749,705 271,646,338 128,286,505 744,682,548

Segment revenue reported above represents revenue generated from external customers. There were no inter-segment
revenue in the nine-months ended 30 September 2017 and 2016.

Geographical segments:

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

14 CAPITAL COMMITMENTS

The board of directors have authorised future capital expenditure amounting to SR 322.2 million (31 December 2016: SR
368.8 million) relating to certain expansion projects.

15 FATR VALUES OF FINANCIAL INSTRUMENTS

All financial instruments for which fair value is recognised or disclosed are categorised within the fair value hierarchy
based on the lowest level input that is significant to the fair value measurement as a whole, as follows:

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

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

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

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

16 FIRST-TIME ADOPTION OF IFRS

For all periods up to and including the year ended 31 December 2016, the Group prepared and published its consolidated
financial statements only in accordance with generally accepted accounting standards in KSA (“Saudi GAAP™). These
interim condensed consolidated financial statements of the Group are in accordance with IAS 34, “Interim Financial
Reporting” and IFRS 1, “First-time Adoption of International Financial Reporting Standards” that are endorsed in KSA,

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

25



Mouwasat Medical Services Company (A Saudi Joint Stock Company)
and its Subsidiaries
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)
At 30 September 2017

16 FIRST-TIME ADOPTION OF IFRS (continned)

In preparing its opening statement of financial position as at 1 January 2016, the consolidated financial statements for
the year ended 31 December 2016 and the interim condensed consolidated financial statements for the nine-months
period ended 30 September 2016, in accordance with IFRS as endorsed in KSA, the Group has analyzed the impact and
noted certain adjustments are required to the amounts reported previously in the consolidated financial statements
prepared in accordance with Saudi GAAP. This note explains the principal adjustments made by the Group in restating
its Saudi GAAP interim condensed consolidated financial statements for the three-months and nine-months perieds
ended 30 September 2016, respectively. The impact on the Group’s previously reported consolidated financial
statements for the year ended 31 December 2016 and the opening balance sheet at 1 January 2016 was disclosed in the
Group’s interim condensed consolidated financial statements for the three-months period ended 31 March 2017.

Estimates

The estimates as at 31 December 2016 and 30 September 2016 are consistent with those made for the same dates in
accordance with Saudi GAAP (after adjustments to reflect any differences in accounting policies).

16.1 Group's reconciliation of equity as at 30 September 2016

Saudi GAAP Remeasurement IFRS
SR SR SR
Notes

Share capital 300,000,600 - 500,000,000
Statutory reserve 144,444,240 - 144,444,240
Retained earnings 16.1.1 573,886,505 (13,945,413) 559,941,092

1,218,330,745 (13,945,413)  1,204,385,332
Non-controlling interests 16E 72,609,500 120,167 72,729,667
Total equity 1,290,940,245 (13,825246)  1,277,114,999

16.1.1  Reconciliation of retained earnings

Following is the analysis of the impact of TFRS remeasurements on retained earnings:

Impact on
comprehensive
income for the Cumulative
Impact on nine-months impact on
retained period ended refained
earnings at 1 30 Septemnber earnings at 30
January 2016 2016 September 2016
Notes SR SR SR
Start-up costs 16A (12,683,945) 297,186 (12,386,759)
Unbilled revenue i6B 8,250,635 (3,860,524) 4,390,111
Employee defined benefit liabilities 16C (7,364,265) 2,465,500 (4,898,765)
Board of directors’ remuneration 16D - (1,050,000) (1,050,000)
(11,797,575} (2,147,838) (13,945,413}
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16 FIRST-TIME ADOPTION OF IFRS (continued)

16.2  Group’s reconciliation of statement of comprehensive income for the three-months period ended

30 September 2016

REVENUE
Operating revenue, net
Sales

DIRECT COSTS
Cost of operations
Cost of sales

GROSS PROFIT

EXPENSES
Selling and distribution

General and administration

OPERATING INCOME

Share in results of an associate
Other income
Financial charges

INCOME BEFORE ZAKAT

Zakat

NET INCOME FOR THE PERIOD

TOTAL COMPREHENSIVE INCOME

FOR THE PERIOD

TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD ATTRIBUTABLE

TO:
- Shareholders of the Company

- Non-controlling interest

Remeasurement/
Saudi GA4P  reclassification IFRS
Notes SR SR SR

16B 237,440,758 (1,520,379) 235,920,379

44.316,535 - 44,316,535

281,757,293 (1,520,379) 280,236,914
16A & 16C (124,506,097 683,745 (124,222,352)
(31,728,058) - (31,728,058)
(156,634,155) 683,745 (155,950,410

125,123,138 (836,634) 124,286,504
16A & 16C (32,782,041} 86,356 (32,695,685)
16A, 16C & 16D (35,114,335) (157,476) (35,271,811)
(67,896,376) (71,120) (67,967,496)

57,226,762 (907,754) 56,319,008

750,000 - 750,000

1,562,994 - 1,562,994
(1,602,797) - {1,602,797)

57,936,959 (907,754) 57,029,205
(4,196,611) - (4,196,611)

53,740,348 (507,754) 52,832,594

53,740,348 (907,754) 52,832,594

50,305,718 (942,634) 49,363,084

3,434,630 34,880 3,469,510

53,740,348 (907,754) 52,832,594
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16.3  Group’s reconciliation of statement of comprehensive income for the nine-months period ended

30 September 2016

REVENUE
Operating revenue, net
Sales

DIRECT COSTS
Cost of operations
Cost of sales

GROSS PROFIT

EXPENSES
Selling and distribution

General and administration

OPERATING INCOME

Share in results of an associate
Other income
Financial charges

INCOME BEFORE ZAKAT

Zakat

NET INCOME FOR THE PERIOD

TOTAL COMPREHENSIVE INCOME

FOR THE PERIOD

TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD ATTRIBUTABLE

TO:

- Shareholders of the Company

- Non-controlling interest

Notes

16B

16A & 16C

16A & 16C
16A, 16C & 16D

Remeasurement/
Saudi GAAP reclassification IFRS
SR SR SR
742,073,421 (4,007,797) 738,065,624
145,966,030 - 145,966,030
888,039,451 (4,007,797) 884,031,654
(372,919,302) 2,066,463 (370,852,839)
(105,633,072) - (105,633,072)
(478,552,374) 2,066,463 (476,485,911)
409,487,077 (1,941,334) 407,545,743
{99,145,200) 261,244 (98,883,956)
(104,521,617) (468,076) (104,989,693)
(203,600,817) (206,832) (203,873,649}
205,820,260 (2,148,166) 203,672,094
2,288,893 - 2,288,893
6,821,301 - 6,821,301
(5,173,526) - (5,173,526)
209,756,928 (2,148,166) 207,608,762
(13,403,567} - (13,403,567)
166,353,361 (2,148,166) 194,205,195
196,353,361 (2,148,166) 194,205,195
183,683,998 (2,147,838) 181,536,160
12,669,363 (328) 12,669,035
196,353,361 (2,148,166} 194,205,195
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164 Property and equipment

Under IFRS, Entities are not allowed to capitalize pre-operating/ start up costs. These costs should be expensed when
they incurred. The Group has previously capitalized these costs which do not meet the definition of cost of an asset as
per IFRS. Therefore, the balance is now being derecognized from property and equipment amounting to SR 12.68
million and the impact has been debited to the retained earnings at the as at 1 Janvary 2016, Additienally, depreciation
for the three-months and nine-months period ended 30 September 2016 was reduced by SR $9,062 and SR 297,186,
respectively.

168 Accounts receivable and prepayments

Under IFRS, the revenue is recognised in the accounting periods in which the services are rendered. This concept was
not followed properly by the Group as required under IFRS, which represents the amount of services rendered but not
billed to the patients. As patt of the transition to IFRS, the Group has applied the concept of accrued income as per to
the standards requirements, which resulted in an increase in accounts receivable and prepayments of SAR 8.3 million
and being recognised as at 1 January 2016. This amount has been recognised against retained earnings. Additionally,
operating revenue for the three-months and nine-months period ended 30 September 2016 was reduced by SR
1,520,379 and reduced by SR 4,007,797, respectively.

16C Employees' terminal benefits

Under the Saudi GAAP, the Group was required to recognize the provision for employees' end-of-service benefits for
the amounts payable at the statement of financial position date in accordance with the employees' contracts of
employment applicable to employees' accumulated periods of service.

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

Accordingly, the Group has restated employees' end-of-service benefits as at 1 Janvary 2016, 30 September 2016 and
31 December 2016. The hinpact of restatement which pertains to 2015 and periods prior to 2015, has been charged to
opening retained earnings as at 1 January 2016.

16D Board of directors’ remuneration

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

16E Non-coatrolling interest

As part of the Group’s conversion to International Financial Reporting Standards (IFRS), the Group’s opening IFRS
statement of financial position has been prepared as at 1 January 2016, the Group’s date of transition to IFRS. In this
regard certain remeasurement adjustments have been made in upon first time adoption of IFRS. Accordingly, non-
controlling interest have also been remeasured on account of share of remeasurement adjustments related subsidiaries
containing to non-centrolling interest. Remeasurement adjustments related to non-centrolling interests at 1 January
2016 were amouting to SR 120,493, Additionally, IFRS re-measurement adjustments atiributable to non-controlling
interest for the three-months and nine- months periods ended 30 September 2016 amounting to SR 34,880 and SR 328
respectively have been recognised in the interim condensed consolidated statement of comprehensive income
respectively.
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