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Report on review of condensed interim financial statements

To the Shareholders of Leejam Sports Company
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Leejam Sports
Company (the “Company”) as of 30 June 2020 and the related condensed interim statements of profit
or loss and comprehensive (loss) / income for the three-month and six-month periods ended 30 June
2020 and the condensed interim statements of changes in equity and cash flows for the six-month period
then ended and notes, comprising a summary of significant accounting policies and other explanatory
notes. Management is responsible for the preparation and presentation of these condensed interim
financial statements in accordance with International Accounting Standard 34 - “Interim Financial
Reporting” (“IAS 34"), as endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a
conclusion on these condensed interim financial statements based on our review.

Scope of Review

We conducted our review in accordance with Intemational Standard on Review Engagements 2410,
"Review of interim financial information performed by the independent auditor of the entity” as
endorsed in the Kingdom of Saudi Arabia. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing, as endorsed in the Kingdom of Saudi Arabia, and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial statements are not prepared, in all material respects, in accordance with
IAS 34 as endorsed in the Kingdom of Saudi Arabia.

Other matter

The condensed interim financial statements of the Company for the quarter and six-month period ended
30 June 2019 and the financial statements for the year ended 31 December 2019 were reviewed and
audited by another auditor, whose review report dated 31 July 2019 and audit report dated 10 March
2020 express an unmodified conclusion and opinion respectively.

mypen

Bader 1. Benmohareb
License Number 471

24 August 2020

PricewaterhouseCoopers, License No. 25,
Kingdom Tower, P.O. Box 8282, Riyadh 11482, Kingdom of Saudi Arabia
T: 4966 (11) 2110400, F: +966 (11) 211-0401, www.pwe.com/middle-east



LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)

Condensed interim statement of financial position
(All amounts are in Saudi Arabian Riyals unless otherwise stated)

30 June 31 December

Notes 2020 2019
ASSETS (Unaudited) (Audited)
Non-current assets
Property and equipment 5 1,503,437,907 1,512,013,931
Right-of-use assets 6 807,412,639 840,332,792
Goodwill 9,445,544 9,445,544
Long term trade receivable 1,250,494 1,525,391
Total non-current assets 2,321,546,584 2,363,317,658
Current assets
Prepayments and other assets 64,318,748 59,430,456
Trade receivables 8 14,117,540 25,480,876
Cash and cash equivalents 9 177,777,250 68,070,348
Total current assets 256,213,538 152,981,680
Total assets 2,577,760,122 2,516,299,338
EQUITY AND LIABILITIES
Equity
Share capital 523,833,610 523,833,610
Statutory reserve 56,021,218 56,021,218
Retained earnings 56,322,371 141,919,268
Total equity 636,177,199 721,774,096
Liabilities
Non-current liabilities
Loans 10 398,321,311 293,444,653
Lease liabilities 6 890,385,347 893,772,931
Employees’ end of service benefits 35,259,278 33,013,250
Total non-current liabilities 1,323,965,936  1,220,230,834
Current liabilities
Loans 10 159,183,845 131,241,548
Lease liabilities 6 66,119,630 62,498,559
Accounts payable 61,056,369 29,012,761
Accrued expenses and other liabilities 47,757,121 43,405,077
Deferred revenue 277,769,088 302,405,529
Provision for Zakat 11 5,730,934 5,730,934
Total current liabilities 617,616,987 574,294,408
Total liabilities 1,941,582,923 1,794,525,242
Total equity and liabilities 2,577,760,122 2,516,299,338

The accompanying notes (1) to (22) form an integral part of these condensed ipterim financial statements.

™

AX
Mohammad Mer‘a/j uddin Msgmve i Hamad AlSagri
Chief Financial Officer Chief Executive Officer Chairman
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)

Condensed interim statement of comprehensive (loss)/ income (Unaudited)
(All amounts are in Saudi Arabian Riyals unless otherwise stated)

For the three-month period For the six-month period
ended 3o June ended 30 June
2020 2019 2020 2019
Net (loss)/ profit for the period  (91,023,719) 49,590,562 (84,776,948) 89,187,265

Other comprehensive loss
Items that will not be
reclassified to profit or loss

Re-measurement of defined

benefit obligation - employee

benefits (409,975) (549,859) (819,949) (1,099,718)
Total comprehensive

(loss)/ income for the

period 1 694) 49,040,703 (85,596,897) 88,087,547

The accompanying notes (1) to (22) form an integral part of these condensed interim financial statements.

Mohammad/ﬁerajuddin Justin Musgrove Ali Hamad AlSagri
Chief Financial Officer Chief Executive Officer Chairman
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)

Condensed interim statement of cash flows (Unaudited)
For the six-month period ended 30 June
(All amounts are in Saudi Arabian Riyals unless otherwise stated)

2020 2019
Notes
CASH FLOWS FROM OPERATING ACTIVITIES
(Loss)/ profit before Zakat (84,776,948) 91,496,406
Adjustments for:
Depreciation on:
- property and equipment 5 68,236,265 63,684,105
- right-of-use assets 6 34,070,082 30,251,946
Finance costs 29,677,110 27,594,297
Property and equipment written off — net 5 473,937 -
Gain on disposal of property and equipment - (18,860)
Charge for impairment of trade receivables, net 8.1 1,168,744 989,997
Provision for employees’ end of service benefits 3,177,892 3,083,030
52,027,082 217,080,921
Changes in:
- Prepayments and other assets (4,888,292) 7,091,919
- Trade and long-term receivables 10,469,489 (9,107,259)
- Accounts payable 32,043,608 5,692,640
- Accrued expenses and other liabilities 4,352,044 2,041,469
- Deferred revenue (24,636,441) (153,671)
Employee benefits paid (1,751,813) (1,314,048)
Zakat paid » (3,374,799)
Net cash generated from operating activities 67,615,677 217,957,172
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property and equipment (53,177,209) (97,429,601)
Sale proceeds of assets disposed off - 99,334
Net cash used in investing activities (53,177,209) (97,330,357)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loans 165,304,820 83,455,068
Repayments of loans (32,485,865) (88,598,581)
Finance costs paid (13,406,075) (13,566,677)
Lease payments 6 (24,144,446) (46,558,008)
Dividends paid - (49,231,917)
Net cash generated/ (used in) financing activities 95,268,434 (114,500,115)
Net increase in cash and cash equivalents 109,706,902 6,126,700
Cash and cash equivalents at beginning of the period 68,070,348 19,415,381
Cash and cash equivalents at the end of the period 9 177,777,250 25,542,081
Supplement schedule of non-cash information
Additions to right-of-use assets 6 3,988,353 -

The accompanying notes (1) to (22) form an integral part of these condensed interim financial state

N
)/\ l%‘
Mohammad Mérajuddin Justin Musgrove Ali Hamad AlSagri
&/ Chief Financial Officer Chief Executive Officer Chairman



LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Company)

Notes to the condensed interiim fihaneial statements {(Unaudited)
For the three-month and six-month periods ended 30 June 2020
(All amounts are in Saudi Arabian Riyals unless otherivise stated)

1.  ORGANIZATION AND ACTIVITIES

Leejain Sports Coinpany (“the'Company”) is a Saudi Joint Stock Company and listed on the Saudi-Stock
Exchange with effect from 10 September 2018. The address of the Company’s head office, the number

of branches and the principal activities of the Company remain the same as disclosed in the Company’s

annual financial statements for the year ended 31 December.2019.

.All amounts in these condensed interim financial statements are presented in Saudi Riyals (hereinafter
referred to as “SR*).unless atherwise stated.

2.  BASIS OF PREPARATION
2.1 Statement of compliance

These condensed interim financial statements have been prepated in accordance with TAS 84 - “Intérim -
Financial Reporting” (“IAS-34") that is endorsed in the Kingdoni of Saudi Arabia and other standards and
pronouncements that are issued by the Saudi Organization for Certified Public Accountants (“SOCPA”).

These condenised interim financial statements should be read in conjunction with the Company’s annual
-audited financial statéments:as:at and for the year ended 31 December 2019. These do notinclude all of
the information required for a complete set of financial statements under IFRS, however, selected
explanatory notes.are included to explain.events and transactions that are significant to an understanchng
ofthe changes in'the Company’s financial position and performance since thelast annual audited financial
statements.

The interim results may not be an indicator of the annual results of the Company.
3. USEOF ESTIMATES, ASSUMPTIONS AND JUDGMENTS'

The preparation of the Company’s condensed interim financial statéments requires management to
makejudgments, estimates and assumptlons that affect the reported amounts of revenues, ¢osts, assets
and liabilities, anid 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.

These estimates and assumiptions are based upon experience and various other factors that are beliéved:
to be teasonable under the circumstances and are used to judge the cartying values of assets and
liabilities that are not readﬂy apparent from other sources. The estimates and underlymg assumpuons
are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in.
which the estimates are revised or in the revision period and fiiture periods if the changed estimates.

affect both current and future periods.

‘As at-30 June 2020, management believes that, other than significant changes in the assumptions used:

to determine the recoverable amount of the cash generating units, goodwﬂl and Judgement in relation
‘to existence or non-existence of material uncertainty relatmg to going concern, all other souirces of
estimation uncertainty tremain similar to those-disclosed in the Company’s annual financial statéments.
for the year ended 31 December 2019. Management will continue to monitor the situation and any
changes required will be reflected in future.reporting periods (also see note 17, 18 dnd 19).

4. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies applied in these condensed interim financial statements are the same as those

applied in the Company’s last annual audited financial statements as at and for the year ended 31
December 2019,



LEEJAM SPORTS COMPANY'
(A SaudiJoint Stock Company)

Notes to the condensed interim financial statements (Unaudited)
For the three-month and six-month periods ended 30 J une 2020
(All amounts are in Saudi Arabian Riyals unless otherwise stated)

4. SIGNIFICANT ACCOUNTING POLICIES (continued)

4.1 New standards, amendments to standards and interpretations applicable from 1
January 2020

There are no new standards applicable to the Company. However, there are a number of amendments
to existing standards such as:

Definition: of Material - Amendments to IAS 1 Presentation of Finaricial Statements and IAS 8
Accounting Policies, Changes n Accountinig Estimates.and Errors.

The new definition states that, ‘Information is material if omlttlng, misstating or obseuring it could
reasonably be expected to mﬂuence decisions that the primary users of general purpose financial
statéments make on the basis of those financial statements, which provide financial information about
-aspecific reporting entity’.

Definition of a Business - Amendments fo IFRS 3 Business Combinations
Amendments to References to the Conceptuat‘ Frameworkin IFRS Standards
Amendments to IFRS 9; IAS 39 and IFRS 7- Interest rate benchmark reforms

which are effective from 1 Jahuary 2020 -and have been explained in the Company’s last annual financial
statements, but they do not have a material effect on these condensed iriterim financial statements.

4.2 New IFRS standards, amendments to standards and interpretations ne’t-"yet-e‘ffectivé
Certain new accounting standards, amendments to standards and interpretations have been published
by thie IASB that are not mandatory for 31 December 2020 reporting periods and have not been early
'adopted by the Company. These standards are not expected to have a material impact on the Company
irthe-cuirrent or future reporting periods and on foreseeable future transactions.

5. PROPERTY AND EQUIPMENT

30 June 31 December

2020 2019

{(Unaudited) (Audited)

Cost:

Opening balance 2,135,418,081 1,911,102,984
Additions:during the period/ year (Note 5.1) 60,134,178 238,808,038

Disposals/ write offs during the period/vear (Note 5.2) _ (1,186,888) (14,493,541)
Closing balance 2,194,365,371 2,135;413,081
Accumulated depreciation:. o

‘Opening balance (623,404,150) (492,588,768)

Charge for the period/year (68,236,265) (136,902,386)
Disposals/ write offs during the periodyear 712,951 6,087,004

Closing balance . (690,927,464) (623,404,150)
Net book value 1,503,437,907 1,512,013,551

5.1 The total borrowing costs capitalised under capital work in progress during the period amounted
to'SR 1.7 million (31 December 2019: SR 4.01 million).

5.2 Thecharge in respect of write offs of property and equipment, if any, is included in the general and
administrative expenses.



LEEJAM SPORTS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed interim financial statements (Unaudited)
For the three-month and six-month periods ended 30 June 2020
(All amounts are iti Saudi Arabian Riyals unless otherwise stated)

6. LEASES
30 June 31 December
(Unaudited) (Audited)
Right-of-use assets '
Opening balance 840,332,702 900,000,068
‘Additions during the peried / year 3,988,353 13,560,240
Depreciation .
- chargg for the periad / year (34,070,082) (63,321,278)
- capitalized for under construction fitness centers (2,838,424) {9,906,238)
Clositig balance 807.412,639 840,332,702
‘Opéning balance: 956,271,490 991,114,679,
Additions during the period / year 3,088,253 13,560,240
Léase payments for the period / year (24,144,446)  (90,954,540)
Interest expense for the period / year 17,965,032 34,450,571
Interest capitalized for undér construction fitness centers 2,424,548 8,100,540
‘Closing balance 956,504,977 956,271,400
Lease liability:
Non-current portion 890,385,347 893,772,931
Current portion. 66,119,630 62,498,559
956,504,977 056,271,490

Dépreciation recognized in the statemerit of profit or logs for the six-month period ended was-as follows:

30 June 30 June

2020 2019

Depreciation on right-of-use assets 34,070,082 30,251,046

Interest expense on lease liabilities 17,965,032 16,300,010

Total 52,035,114 46,551,956

7. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES

During the six-month period, the significant transactions with related parties were as follows:

30 Juné 30.June

2020 2019

Remuneration of directors and key management personnel. 3,022,605 3,917,426

Lease rentals paid to a shareholder 3,400,000 3,400,000



LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)

Notes to the condensed interim firiancial statements (Unaudited)
For the three-month and six-month periods ended 3o June 2020
(All amounts are in Saudi Arabian Riyals unless otherwise stated)

‘8. TRADE RECEIVABLES

‘30 June 31 Décember

- z2pz2o 2019

(Unaddited) (Audited)

Subscriptions and memmbership receivables 8,858,207 21,157,467

Rental receivables 11,967,082 9,863,314

_ 20,826,189 31,020,781

Allowance for impairment (Note 8.1) ' '

- Subscriptions and membership receivables {32,621) (727,201)
- Rentals receivables (6,676,028) (4,812,704)
(6,708,649) (5,539,905)

14,117,540 25,480,876

8.1 Movement in the allowance for impairment of trade receivables is as follows;

31-December

30 June 2020 2019
- (Unaudited) {Audited)
Opening balance 5,539,905 4,612,947
.Charge for the period / year 1,168,744 926,958
Closing halarice 6,708,649 5,530,905

9. CASH AND CASH EQUIVALENTS

31 December.

Note. goJune 2020 2019
(Unaudited) ‘(Audited)
Cash in hand 1,351,803 2,720,766
Cash.at bank - current accounts 96,425,447 65,349;582
Short term deposits 9.1 80,000,000 -
177,777,250 68,070,348

.1 These are placed with a local bank as inférest bearing deposits which are based on prevailing market

Interest rates and have original maturity of less than three months.

10. LOANS
3t December.
30 June 2020 2019
(Tmaudited) (Audited)
Bank loans 557,505,156 424,686,201
'Less: current portion of texm loans (159.183,845) (181,241,548)
Non-current portion of term loans 398,321,311 203,444,653

As at 30 June 2020, the Company had unutilised bank financing facilities amounting to'SR 320 million
(31 December 2019: SR 125 million) o manage its short terin and long-term liquidity requirements and
for-construetion of the fitness centers.

All borrowings are-dénominated in Saudi Riyals and are under Islamic financing mode. The borrowing
-arrangement contain certain covenants which afe monitored on a monthly basis by the management.
The Banks monitors and evaluates compliance with the debt covenants by the Company on an annual
basis.

10



LEEJAM SPORTS COMPANY
(A Saudi Joint Steck Company)

‘Notes to the condensed interim financial statements (Unaudited)
For the three-month and six-month periods. ended 30 June 2020
(All amounts are in Saudi Arabian Rivals uriless otherwise stated)

11.  ZAKAT
The status of zakat assessments was disclosed in note 19 to the annual financial statemerits for the year ended 31
December 2019. There is no change in the status of Zakat assessments of the Conipany since 31 December 2019.

Subsequent to 30 June 2020, the Company submitted its zakat returi for the year-ended.31 Décember 2019.

30 June  3iDecember

The movement in provision. for Zakat is as follow: _ 2020 ' 2019
(Unaudited) (Audited)

Opening balance 5,730,934 3,382,592
Charge for the period/ year - 5,723,141

Paid during the period/ year - (3,374,799)

Closing balance 5,730,934 5,730,934

The Company is expecting that there would not be a positive Zakat base as of 3o June 2020 and therefore no
charge for the pericd has been recognized in these condensed interim financial statements.

12, REVENUE

For the six-month period
ended 30 June

2020 2019
Revenue from contraets with customers

- Subscriptions and membership income 198,045,515 390,586,754
- Personal training 20,339,146 41,300,705
- Rentals 1,503,415 4,460,137

219,888,076 436,347,596

Disaggregation of revenue from contract with eustomers

Revenue, for the six-month period ended 30 June, from contract with customers is further disaggregated based
on male and female centers offeringsand segmented by primary geographical regions in the table below:

Subsecriptions and Personal training _
membership income income Rental income
2020 2019 2020 2019 2020 2019
Type of
customers

Male Centers 144,900,003 299,240,880 14,678,237 32,881,689 1,164,006 3,681,195
Female Centers 53,145,512 93,345,874 5,660,909 8,419,016 339,319 778,942
Total 198,045,515 300,586,754 20,339,146 41,300,705 1,503,415 4,460,137
Geographical '

‘markets

Central Region 93,176,937 194,462,412 9,895,291 19,626,875 696,105 2,596,265
Western Region 72,734,552 125,602,498 6,198,884 12,534,729 731,537 1,594,310

Eastern Region 28,580,987 63,951,124 3,155,054 7,106,118 69,026 256,545
UAE e 3553,039 6480720 1,089,917 2,032,983 6,747 13,017
Total 198,045,515 390,586,754 20,330,146 41,300,705 1,503,415 4,460,137

In addition, the Company separately presents segment information in accordance:with IFRS-8 (seenote 16).

11



LEEJAM SPORTS COMPANY
-(A Saudi Joint Stock Company)

‘Notes to the condensed interim financial statements (Unaudited)
For the three-month and six-month periods ehded 30 June 2020
{All amounts aré in Saudi Arabian Riyals unless otherwise stated).

13. COST OF REVENUES

For the six-month period ended

30 June

2020 2019,
Salaries and related benefits 71,107,960 103,934,873
Depreciation _ 99,848,368 91,630,994
Water and electricity 21,839,708 35,826,408
Cleaning and service expenses 13,672,032 22,729,488
Otlier 26,220,681 895,610,513

232,688,749 279,738,276

14. LOSS / EARNINGS PER SHARE

Basic loss/ earnings per share is caleulated by dividing the net loss /profit for the period ended 30 June.
2020 and 30 June 2019, by the weighted average number of shares outstanding at the end of the
respective period, which consisted of 52.38 million shares as at 30 June 2020 (30 June 2019: 52.38
million shares).

15. CONTINGENCIES AND COMMITMENTS

15.1 Contingencies

There have been no significant changes: in the contingencies from those disclosed in annual audited
financial statements of the Company for the year ended 31 December 201g.

15.2 Commitments
There have been no significant changes in operatinglease commitments from those disclosed in annual
audited financial statements of the Company for the year ended 31 December 201g. The Company has.

'capztal commitments on: contracts for setting up fitness centers amounting to SR 44. million as at 30
June 2020 (31 December 2019: SR 70 million).
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LEEJAM SPORTS COMPANY
(A Sandi Joint Stock Company)

Notes to the condensed interini financial stateinents (Unaudited)
For the three-month and six-month periods ended 30 June 2020
(All amounts are in Saudi Arabian Riyals unless otherwise stated)

16. OPERATING SEGMENTS

16.1 Market segment information for the six-month period ended 30 June is as follows:

Female Fitness

_Male Fitness Centers Centers’ Total
2020 2019 2020 2019 2020 2019
Amount in SR in ‘000’
Revenue 160,742 335,803 59,146 100,544 219,888 436,347
Costs of révenue (172,450)  (219,612) (60,239)  (60,126) (232,689)  (279,738)
Gross (loss)/ profit (11,708) 116,191 (1,093) 40,418  (12,801) 156,609
Total ¢comprehensive L : _ . : . o
(loss)/ icome (53,166) 68,028  (12,558) 30,394  (65,724) 98,422
Tnallocated head off . o
;[j;;illoca ed head office (19,873) (10,334)
Depreciation on
- property and equipment 49,457 49,559 18,779 14,125. 68,236 63,684
- right of nse assets 24,390 23,573 9,680 6,679 34,070 30,252
16.2 Geographical segment information for the six-month period ended g0 Juné is as follows:
International
Headquarter & Western Eastern Region — _
Ceniral Region Region Region UAE Total
Amountin SR in ‘co0’

30 June 2020
Revenue 103,768 79,665 31,805 4,650 219,888
Costs of revenue (99,853) (91,139)  (34,805) (6,892) (232,689)
Gross (loss) / profit 3,915 (11,474) (3,000) (2,242) (12,801)
Total comprehiensive loss (17,877) (33,590)  (10,945) (3,312)  (65,724)
Unallocated head office cost - - - - {19,873)
Depreciation on _ _
- property and equipment 28,277 28,049 10,111 1,799 68,236
- right of use assets 13,815 13,561 5,380 1,305 34,070
As at 30 June 2020 —
Unaudited _
Total assets- 1,211,008 972,558 294,889 99,305 2,577,760
Total liabilities 1,152,527 524,198 192,099 72,759 1,041,583
30 June 2019 _ _ _
Revenue 216,686 139,822 71,314 8,525 436,347
Costs of revenue (122,721) (106,144) (43,609) (7,264) (279,738)
Gross profit _ 93,965 33,678 27,705 1,261 156,609
Total compréehensive income 68,479 11,601 18,245 97 98,422
Unallocated head office cost - - = - (10,334)
Depreciation on
- property and equipment 26,518 25,603 9,795 1,768 63,684
- right of use assets 12,802 11,172 5,268 1,010 30,252
As at 31 December 2019 —
Audited
Total assets 1,116,410 997,894 307,199 94,796 2,516,299
Total liabilities 999,622 534,645 195,491 64,767 1,794,525
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LEEJAM SPORTS COMPANY
(A SaudiJoint Stock. Company)

Notes to the.oonden‘sed'mtemm financial statements (Unaudited)
For the three-mornth and six-month periods ended 3o Jimne 2020
(Al amounts are in Saudi Arabian Riyals unless ¢therwisé stated)

17. IMPAIRMENT ASSESSMENTS

As result of Covid- -19, all the fitneéss ceénters of the. Company rémained closed from 15 March-2020 to 20 June
2020 and as-a result the Company incurred a loss of SR g1 million during the three - month period ended 30
June 2020 which was considered as an impairment-indicator. Accordingly, an impairment review has been
“performed across all cash generating units (“CGUs) by the management-of the Company.

During 2016, the Company acquired two fitness centers namely Dwadmi and Alkhalee] with goodwill
-recognised on the acquisition of these fitness centers amoantlng to SR.4.6 million and 4.8 million respectively
and these were also-tested for impairment:

The recoverable amounts of the CGUs have been determined based on‘a value in use model, using a discounted
cash flow analysis. The cash flow projections:span over the period of the remaining lease term of the specific
CGU which ranges from 1toi24 years.

No impairment loss has been recognised on any of the non-financial assets and goodwill in these condensed
interim financial statements as sufficient headroom was available in respect each CGU as a result of
impairment exercise carried by the management of the Company.

The key assumptions. made in performmg the impairment reviews. meludes a pre-tax discount rate used at the

rate of 10% for all the CGUs and a revenue growth rate up to 9.7.% for all the CGUs excluding goodwill. The
revenue growth rate used for CGUs against which goodwﬁ} is allocated was 6.9 % and 6.7 % for Dwadmi and.
Alkhaleej respectively.

Assumptions in value in usé calculation for each CGU

The assumptions used in‘the projections for the nnpalrment testing, relate to the average reévenue and growth
operating costs, replacement CAPEX and. earnings before interest, taxes, -depreciation and amortization
(EBITDA) and pre-tax discount rate,

For average revenue growth, replacement CAPEX and EBITDA, the assumptions are constructed based upon
historic experience and management's best estimate of future trends and perférmance and take into account
anticipated efficiency improvenients over the. forecasted period.

Discount rate represents the weighted average cost of capital (WACC) of the Company adjusted to reflect
specific risks. relatlng to the industry-and the country in which the. client operates. The discount rate used by
the management in the annual impairment exercise performed during the year ended g1 December 2019 was
7.2% and that was adjusted during the current period to reflect risk profile of the ifidustry and the Company
after the outbreak of Covid- -19.

Sensitivity analysis
As-at 30 June 2020, the possible changes in the key assumphons with all other variables canstant, such as-

increase in discount rate from 10% to 11% and decrease in avetage revenue growth rate by 1% will not result in
any impairment loss to be recorded on any of the CGUs including the CGUs where the goodwill was allocated.
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LEEJAM SPORTS COMPANY

(A Saudi Joint Stock Company)

Notes to the condensed interim finanéial statements (Unaundited)
For the three-month and six-month periods ended 30 June.2020
(All amounts are in Saudi Arabian Riyals unless otherwise stated)

18. LIQUIDITY RISK AND GOING CONCERN

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to'meet commitinerits
‘associated with financial instruments. Liquidity risk may result from an inability to sell a financial asset
quickly at an amount close to its fairvalue.

Atthe statement of financial position date, gearing ratio and.current ratio wére as follows:

31 December

30 June 2020 ' 2010

(UInaudited) (Aundited)

SR in million: SR in inillien

Equity 636 70D
Liabilities (excluding deferred revenue) 1,664 1,492
Total capital structure (including deferred revenue) 2,578 2,516
Gearing ratio 64.55% 59.20%
Currentratio (excluding deferred revenue) 0.75 0.56

In relation to liquidity risk and going concern assessment of the Company; the management has developed
comprehensive morithly cash flow projections ensuring the existence of sufficient funds in order to meet
the Company’s obligations for a period of at-least next twelve months from the reporting date. As of 30
June 2020, the management also analyses the liquidity risk as follows:

SR in million
Current liabilities excluding deferred revenue 340
Less: current finaricial asséts (195)
Net current liability position* 145

* The management believes that this net current liability is not expected to_significantly impact the
Comparny’s ability to meet its obligation as:

(@) During 2019; the net cash generated from operating activities was amounted to SR 545 million. Due
to the impact of Covid-19 particularly due to the closure of fitness centers from 15 March 2020 to 20
June2020,the Company was unable to generate budgeted subscriptions and revenue:during the first
halfof the year and therefore incurred a net loss of SR.91 million during the three-month period ended
90 June 2020. However, subsequent to the period end, the Company wasable to achieve subseriptions,.
which approximates to the same level of subscnptlons achieved in the previous comparable period.
Moreover, the Company also achieved profitable results-during the month of July 2020; and

(b) The Company manages its liquidity risk by ensuring that as of 30 June 2020 unufilized bank
borrowing facilities of SR 85 million were available from multiple banks for managing the working
capital requirements.

In addition to the above; in asséssing the going concern position of the Company, the management has
developed a comprehenswe cash flow projections ensuring the existence of sufficient and adequate funds
in order to megt the Company's obligations for a period of at-least next twelve months. This assessment
has taken in to account the current measures:being put in place by the Company to preserve cash and
reduce discretionary expenditures. '

The management is not aware of any material uncertainty that may cast significant doubt upon the

Company’s ability to continue as gomg concern. Therefore; these condensed intérim financial statements.
have been prepared on a going concern basis.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)

Notes to the condensed interim financial statements (Unaudited)
For the three-month and six-month periods ended 30 June 2020
(All amounts are in Saudi Arabian Riyals unless otherwise stated)

19. SIGNIFICANT EVENT DURING THE PERIOD

The existence of novel coronavirus (Covid-19) was confirmed in early 2020 causing disruptions to
businesses and economic activity across the globe. In response to the spread of the Covid-19 in KSA and
UAE where Company operates and its resulting disruptions to the social and economic activities in those
markets, Leejam’s management has proactively assessed its impacts on its operations and has taken a
series of preventive measures, including the creation of on-going crisis management teams and
processes, to ensure the health and safety of its employees, customers, consumers and wider community
as well.

The consequences of the Covid-19 pandemic have materially affected the Company’s business since all
the Company’s fitness centers remained closed from 15 March 2020 to 20 June 2020. This resulted in
the suspension of sales of subscriptions to the customers as well as the suspension of revenue
recognition during the aforementioned period while the Company continues to incur certain fixed and
semi-variable expenditures that has impacted the financial performance and cash flows of the Company.

Leejam’s management has considered potential impacts of the current economic uncertainties and
volatility in determination of the reported amounts of the Group’s financial and non-financial assets
and these are considered to represent management's best assessment based on observable information
on the period end date. Markets however remain volatile and the recorded amounts remain sensitive to
market fluctuations.

It is currently expected that disruptions to a broad range of economic activities will slow economic
growth particularly in the coming few months and later the situation will improve. However, if COVID-
19 outbreak will be prolonged then it could have effect on the future business performance and
impairment assessments of the Company’s non-current assets. Leejam’s management continues to
monitor the situation closely.

20. SEASONALITY OF THE COMPANY’S BUSINESS

The Company’s business performance during fourth quarter of the year is generally better than other
quarters of the year because of several factors including conducive weather conditions and the Company
offers attractive discounts to its customers on Saudi National Day (i.e. September 23) which boosts the
Company’s sales and profitability and improves the financial performance of the Company.

21. CAPITAL MANAGEMENT AND FINANCIAL RISKS

The Company’s capital and financial risk management strategies have not changed significantly since
the last year end. All financial assets and financial liabilities of the Company are classified and measured
at amortized cost.

22. APPROVAL OF THE CONDENSED INTERIM FINANCIAL STATEMENTS

These condensed interim financial statements were approved by the Company’s Board of Director on
23 August 2020.

Lo
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bk >( \) >
Mohammad Meérajuddin Jus#ifi Musgrove / armmad AlSagri
Chief Financial Officer Chief Executive Officer Chairman
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