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To the Shareholdars of Leejam Sports Company

e have audited the financial statements of Leafam Sports Company ('the Company®), which comprise the
statement of financial position as al 31 December 2014, the stalements of profit or joss, comprehensive
income, changes in equity and cesh flows for the year then ended, and noles, comprising significant
aczounting poflicies and olher explanatory information.

In our opdnion, the accompanying financial statemenls present faify, in all material respects, the financial
posilion of B Company a3 at 51 December 2018, and iz financia! performance and ds cash flows Tor the
year then ended in acoordance with International Financial Reporting Standards (IFRS) that are endoesed in
e Kingdom of Saudi Arabia and olher standards and pronouncements issued by the Saudi Organization for
Certified Public Accountants (SOCPAL

Biasis lor Opindon

Wa conducted ouwr audit in accordance with International Standards on Auditing that are endorsad in the
Ringdom of Saudi Arabla. Cur responsibilities under those standands are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our reporl. We are indepandant of the
Company in accordance wilh ihe professional code of conduct and ethics that are endorsed In the Kingdom
of Saudi Arabia thal are relevant to our sudil of the financial stalements, and we have fulfiled our other ethical
responsiiilies in accordance with these requirements. We befiswe that the sudit evidence we have sttained
is sufficient and appropriate o provide & basis for our opinion.

Key audit matters are those matters that, In our professional judgment. were of most signilicance in our Sud
! the financiz statemants of the current period. Thess matters were addressed in the context of ey audit of
the financial slatemants as a whole, and in forming our opinion thereon, and we do fot provide a separate
apinign on fhese matiers:
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Rawe nun recognition

See Note 3b) and 4(]} for the accounting policy relsting (o revenue recognition and Mote 22 for the related

distlasures,

Duing the year ended 31 December 2018, the Ow audit procedures In this ansa, mcluded

Company has recogrized foksl revenus of SAR 7990
milfign (2017 5AR F32.9 miion),

Subseriptions and membership fee are recognized as
revanue systemalically over the term af fhe subscripsion
period,

Raverue recogniticn is considersd as akey audit mattar
since revenus i a key measure of the Company's
parformance  and 5 susceplible o the risk of
misstalement resutting from either ineflestve manual
and | or IT relabed confrols, or possibdily of ihese
conkrods being cverridden ko recognize revenue.

among ¢hers

- Assezaing the Company accounfing policies
by considering the requirements of nelevan
accournting siandards:

= Assessing the design and impéementaslion,
end lested the efecliveness of the Company's
controfs inchuding IT related conlrols, owver the
recognition of revenue including controls cver;

a) Input of contract details in the systam,

b System configuration changes.

¢l Marmual  adistments 0 revenus
accound.

Developing an expactabion of the curen vear
revenes  balance | uming  delails  of
subsoiplions, average subscription fee and
terms of comiraclt. We then comparad bhis
expactalion lo |he actual revenus  and
analysed the varianos,

- Performing reconciliabon of revenue per e
oracle sysiem repart and calculated revenue
and deferred revenue on sample basis.
Further examinad system generated mvoloes,
recelpt vouchers and paramaters for the
salacied samples,

Tesling manual jwmal enlrios posted ko
rvanue o identify amy umsual or iregudar
Nems; and

- Revigswing the adequacy, appropriglensss amd

sufficiency of dizclogures included in the
financial slatsments in respect of revenus

racogmidion.
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the Shareholders of Lesjim Sporls Company [continisd)

Managemend |5 responsiblé foe the olher information. The other information comprises e information
included in the annual report but does nod include the finandal satemants and our auditors” report therean,
The annual repor =5 expected 1o be made avallabée to us after the date of this sedon’ repart

Our opinéon on the financial statéments does nod cover the other information and we will nol express any farm
of assurance conclusEon thereon.

I connection wih our audil of the firancial slatements, our responsibility ks to read the olher informalion
Identified above when il becomes available and, in doing so, consider whelher the olher information is
materially inconsistent with ihe financial stabements or our knowledos obtained in the audil, of sthensisa
appears o be malarialty misstated.

When wa read the annual repor, if we conclude thal thera is a material misstatement therein, we are regquined
o communicale the matber to the Audit Commities,

Responsibilities of Managemant and the Audit Commities for ihe Financial Statements

Management is sesponsible for the pragaration and fair presentation of the financial sialements in accordance
with IFRS thal are endorsed in the Kingdom of Saudi Arabia and other standards and proncuncerments issued
by SOCPA, the applicable requirements of the Reguiations for Companies and Company's By-laws and for
such indernal contred ag managerment debarmines (s necessary to enable the preparaon of financial
slatemants that are free from material migstaernenl, whether due to fraud or ermor.

In preparing the financial statements, management s responsible for assessing the Company's sbddy 1o
confinue &% & 9ing concem, dsclosing, 35 epplicable, matiers related o going concern and wsing the going
concarn basis of accounting unfess managemant ailther intends 1o liquidate the Company of 10 cease
operalions, af has no reakishc allermative but to do so

The Audit Commilie is responsible for overseeing the Company's financial reporting process

Auditors’ Respomaiblities for the Audit of the Financial Statemanis

Qur objeclives ane 1o ciain reasonzble assurance about whether the linanciad stalements as a whole are fres
from material misstatement, whether due o fraud or error, and to issee an audiors’ report thal includes o
opinian. ‘Reasonabie assurance’ is a high level of asgurance, but is nol a guarantee thal an audit conducted
in accordance with International Standards on Auwditing that are endorsed in the Kingdom of Saudi Arabia, will
ahways detact 2 material misstatement wihen il exists. Missiaterments can arise from frawd of error and are
considered matenia i, mSvidually or in aggregete, they could reasonably be expecied 1o edluance ha
BConDmic decisions of usars taken on the basig of these financial slatemants,

A5 part of an audit in accordance with Inlernational Standards on Auditing that are endorsad in the Kingdom
of Saudi Arebia, we exencise professional judgement and maintain professional sceplicism throughoul he
auelif, We also

Ideenlify and assess the nsks of material misstalement of ihe financial statements, whether dus to fraud
aor arror, design end perforrm auhil procedures responsive bo thosa risks, and cbialn audil evidencs Fal
i sufficient and appropriate to provide & basis for our opinion. The risk of nol detecting & material
messlatement resufling from fraud is hégher then for one resulling from error, ag fraud may involve
collusion, forgery, intenbional omissions, misrepresantations or the overide of infernal control.

= DObiein an underslanding of intermal contred relevant o the sudil in order o design audit procedures thai
are appropriabe i lhe crcumsiances, but nod for the purpose of expressing an gpinion on the effectivensss
of the Company's intemal controd

Evaluate the approprisieness of acoounling policies used and the reasonableness of sccounding
astimetes and relaled disciosures made by managament

T
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- Conclude on he Bpproprialeness of management's use of the going concem basis of accounting and
based on the audil evidence obtained, whether 3 material uncertainly exists related to events or conditions
thal may cast significant doubtt on the Company's ability o confinue as a going concarn, If we conclude
that a materlal uncertainty exists, then we are required to draw altention in our auditors’ repor to the
retaled disclosures in the financial statements or, if such disclosures are inadequate, i modify our opinion.
Owr conclusions are based on the audil evidence obiained u to the date of our auditors’ repart, Mowever,
Iubure events or conditions rmay cause the Company 1o cease 1o continue as a going Concarm.

Evaluate the overall presentation, siruclure and conlen! of the financial slatemaents, including 1he
disclosures. and whether the financial stalements reprasent the underlying transaclions and events in &
manner that achieves fair presentation,

We communicate with those charged with govemnance regarding, among othsr matiars, the planned scope
and timing of Ihe audit and significan! audit findings, meluding any significant deficiencies in mlamal condrol
thal we identify during our audit of Lesjam Spons Company (the Company’)

We alsa provide these charged with gavemance with a statament that we have complied with refévant ethical
requirements regarding independence, and cammyrscate with them all relationships and other maters thal
may reasonably be thought to bear on o independence and where applicable. related safeguards,

From the malters communicated wilh those charged wilth gevernance, we detarmine thase matiers treat were
of moet significance in the awdit of the financial stalements of the current period and are therelfore fhe key
audil matiers, We describe these matters in cur auditors’ report unless tew or requlation preciudes public
disclosure aboul the matlor or when, in extremely rare circumstances, we determine that a matter should nat
be communicated in our report because the adverse consequences of doing so woukd reasonably be xpected
i castweigh the public interes! benedils of such communicalion.

For KPMG Al Fozan & Partiers
Certified Public Accountants
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
STATEMENT OF FINANCIAL POSITION

Asat 31 December 2018

(Expressed in Sawll Arabilon Rivals)

ASSETS

Non-carrent assets
Property and equipment
Goodwill

Long-term prepayments
Total non-current asseis

Current asscis

Prepayments and ather assets
Due from a related party
Trade receivalbles

Shart term investment

Cash and bank balances
Total current assets

Total assets

SHAREHOLDERS® EQUITY AND LIARBILITIES

Shareholders’ equity
Share capital

Statutory reserve

Retained earmnings

Total shareholders® equity

Liabilities

Non-current liabilities

Loans and borrowings — non-current

Defined benefit obligation ~ employvee benefits
Deferred rent hability — non-current

Total non-current liabilities

Current liabilities

Loans and borrowings — current

Deferred rent liability = current

Accounts pavable

Accroed expenses and other liabilities
Deferred revenue

Provision for Zakat

Total curreat liahilities

Total liabilities

Total shareholders® equity and liabilities

Noves

(3
(6}
(i

(&)
(9
{10}
il
(12)

(13}
(14}

13}
(16
{17}

13
(17
(18)
{19
{2
121

2018 2017
1,418,514,216 1,285,102.266
9,445,544 9,445 544
10,523,015 11,723,015
1,438,482,775 |.306,270.825
130,416,510 116,683,674
= 15,450

20,407,041 B.922.683

- 17,000,000

19,415,381 56,021,973
170,239,232 198,663,780
1,608,722,007 1.504,934,605
523,833,610 523833610
35,429,133 17,419 K88
154,405,707 87,689,705
713,668,450 628,943.203
376,323,389 366,151,163
17,426,552 23,930,307
60,591,074 53,128,602
464,641,015 443,210,072
107,853,383 76,493,562
3,700,268 3167641
36,554,283 37,305,070
35,604,298 49,751,780
243,317,718 261,575,595
3.382.592 4 487 682
430,412,542 432,781,330
895,053,557 875991402
1,608,722.007 1.504.934 605

The accompanying notes (1) to (38) form an integral part of these financial statements. 1

/= Lt Flamad AlSagr

Waris Sarfarns
Finance DHrector

Chairman




LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)

STATEMENT OF PROFIT OR LOSS
For the vear ended 31 December 2018
{Expressed in Soudi Arabion Rivals)

Notes
Revenue (22
Costs of revenue {21)
Gross profit
Advertising and marketing expenses (24)
General and administrative expenses 23]
Impairment (loss) / reversal on trade receivables (1.1
Other income
Operating profit
Finance costs {27}
Net profit before Zakat
Zakat (21)
Net profit for the vear
Earnings per share- basic and diluted 28]

201 2017
799,946,833 732,878,928
(194,612,578)  (454,479,005)
305,334,255 278,399,813
(21409855)  (26,828,678)
(91,710,208) (64,887,434)
(2,227,474) 2,027,995
13,131,976 7,172,265
203,118,694 195,883,981
(21,067,168) (18.336,194)
182,051,526 177,547,787
(1,959,081) (3,348,903)
150,092,445 174,198,884
3.44 3.33

The accompanying notes (1) to (38) form an integral part of these financial statements.

(‘\\,

Waris Sarfaraz
Finance Director

Ahmar Azam
Chief Executive Officer

T

Ali Hamad AlSagri
Chairman




LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2018
{Expressed in Soudi Arabian Rivals)

Notes 2018 017
Met profit for the year 180,092,445 174,198,884
Cher comprehensive incosme’ (Toss)
[tems thet will not be reclassified to profit or loss
Re-measurement of actuarial losses on defined benefit
obligation — emplovee benefits i16) (2,199,435) {924 R9T)
Total comprehensive income for the vear 177,893,010 173,273,987

The accompanying notes (1) to (38) form an integral part of these financial statements,

o
L

£ e
Waris Sarfaraz Ahmar Azam L% Ali Hamad AlSagni
Finance Director Chief Executive Officer Chairman
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LEEJAM SPORTS COMPANY
i A Sandi Joint Stock Company)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2018
(Expressed in Saudi Arablan Riyals)

Notes 2018 2017
Cash flows from operating activities
Met profit before Zakat 182,051,526 | 77,547,787
Adjustments _for mom-cash items:
Depreciation i5) 109,585,958 95,112,150
Finance cost {27) 21,067,168 18,336,194
Property and equipment written off — net 4,787,194 651,053
Charge / (reversal) of allowance for impairment in trade
receivables, net {10.1) 22217474 (2,027.995)
Reversal of provision for advances to suppliers and
confractors (& - (223,948
Reversal of provision for other assets {&.4) e (4490007
Employee benefits {16} 13,683,714 f,141,94]
333,403,066 295,088,182
Changes in:
Increase in prepayments amd other assets {11,621,063) (53.964.515)
{Increase) / decrease in trade receivables (13,711,832 1,608,994
Increase in deferred rent liability 8,295,099 8,980,522
{Decrease) / increase in accounts payable {T18,620) 13,630,353
{Decrease) ! increase in accrued expenses and other
liahilities (13,916,618) 10,614,262
{Decrease) / increase in deferred revenue _ (18,25787T) 43 719 980
Cash generated from operating activities 283472155 319,677,780
Employee benefits paid i) (12,386,904) (635,747)
Zakat paid (21 {3.064,171) (5.474,884)
Met cash generated from operating activities 268,021,080 313,567,149
Cash flows from investing activitics
Additions to property and equipment (244,652,101) (236,885,325)
Sale proceeds of assets disposed off 256,059 -s
Met cash used in investing activitics {244,396.042) {236,885.325)
Cash flows from financing activitics
Dividends paid (93,164,4580) (93,592,588)
Finance cost paid (15,599,197) (22,589.444)
Proceeds from loans and borrowings 182,466,491 134.041.213
Repayments of loans and borrowings (140,934,444) (133,127 648)
Net cash used in Minancing activities {77.,231.630) (115,268.467)
Met decrease in cash and cash equivalents (53,606,592) (3B, 586,643
Cash and cash equivalents at beginning of the vear 73,021,973 111,608,616
Cash and cash i uivalents af the end of the year (31 19,415,381 73.021,973

Supp! inf i
Won-cash transaction included adjustment of sale proceed of assets amounting to SAR 912,073
adjusted against other receivables in prepayviment and other asset.

The accompanying m::-tcr-( |} to (38) form an integral part of these financial statements. !

P N P>,
A Azam Ali Hémad AlSagri
Chief Exccutive Officer

Waris Sarfaraz
Finanece Director Chairman




LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For tlie year ended 31 December 2018
(Expressed in Saudi Arabian Riyals)

ORGANIZATION, OWNERSHIP AND ACTIVITIES

Leejam Sport Company (“the Company"} (prevxousiy incorporated in the Kingdom of Saudi
Arabia as a closed joint stock company) is a Saudi Joint Stock Company and listed on the Saudi
Stock Exchange with cffect from 10 September 2018, The Company was established in
accordance with the Ministry of Commerce and [ndustry resolution No. 146/S dafed 29 Rabie 1],
1429H (May 6, 2008) and registered under commercial registration number 4030180323 dated
19 Jumada II 1429H. In 2012, the Company’s head office was transferred from Jeddah to
Riyadh and the Company obtained the amended commereial reglstratlon ‘number 1010337986
dated 14 Jumada II, 1433H.(May 6, 2012},

“The Company has following branches, which are operating under separate CRs;

Location CR. ‘Date
Riyadh 1010337986 14/6/1433H
Riyadh 1010439237 11/2/1437H
Riyadh 1010439239 11/2/1437H
Dammam 2050108503 15/5/143711
Jaizah 5900035652 21/3/1438H
Jeddah 4030248720 23/7/1434H
Teddah 4030180323 19/671429H
Najran 5950032239 2/3/1437H
Taif 4032050910 29/1/1438H
Riyadh 1010612788 13/02/1439H
Jubail 2055025936 07/08/1438H
Aldirirya. 1010934125 25/05/1439H
UAE tradeé licenses:

- Dubai Branch 724509 21/3/1436H

- Rashidya Branch (Ajman) 78538 21/11/1437H

- Ras Al-Khaimah Branch 41352 1677/1438H

The objectives of the Comparty are the construction, management and operation of sports and
entertaining centers and wholesale and retail trading it sports® clothes and equipment and
owning real estate and constructing buildings necessary to achieve its purposes and advertising,
construction, ‘management and -owning hotels.and furnished: apartments and other activities that.
the Company needs to use. The Company’s curtent activity is confined to- managing sport
centers according 1o the Deputy General President. for Sport Affairs letter No.549 anid renting.
out premises. - | |

The address of the Company’s registered office is as follows:
Thumamah Street

PO Box295245

Riyadh.11351

Kingdom of Saudi Arabia.

‘The Company acquired 95% of the outstanding shares of Fitness Time for Trading Company
Limited iri order to acquire the wademark “Fitness Time”, owned by it and régistered the same
under the Company’s name with the Ministry of Commerce & Industry/Deparfment of
tradeémark: registration under the registration certificate number 142905699 originally dated
1429/05/22. The trademark is renewable for a period of 10 years or periods at the option of the
Company for a nominal fee. Fitness Time discontinued its operations after the trademark was
twransferred to the Company. The management believes that Fitness Timie is immaterial to the
Company hence; do not consolidate the results of operations of Fitness Time and its financial
position in the financial statements of the Company.

9




(a)

(b)

(c)

(d)

LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Saudi Arabian Riyals)

BASIS OF PREPARATION

Statement of compliance
These financial statements have been prepared in accordance with International Financial

Reporting Standards (IFRS) as endorsed in the Kingdom of Saudi Arabia and other standards

and pronouncements that are issued by Saudi Organization for Certified Public Accounitants
(“SOCPA™).

This is the first set of the Company’s annual financial statements in which {FRS 9 Financial
Instruments and IFRS 15 Revenue from Contracts with Customers have been applied. Changes
to significant accounting policies are described in Note 3.

Basis of measurement
These financial statements have been prepared on a going concern basis under the historical cost

conyention.

Functional and presentation currency

“These financial statemerits are presénted in Saudi Arabian Riyals (SAR), which is the functional
-and presentational cutrency of the Company. Amounts in the deseriptive notes are expressed to

the nearest million Saudi Riyal.

Uscof judgnients and estimates

In preparing these financial statements, management has made judgments. and estimates that
affect the application of the- Company’s accounting policies and reported amounts of assets;.
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates

are recognized prospectively.

Judgments

Information about judgments made in applying accounting policies. that have the most
significant effects on the amounts recognized in the financial statement is included in the
following notes;

- Note 29 and Note 4(m) - Lease: whether an arrangement contains a lease;
- Note 29 and Note 4(m) - Lease classification

Assumplions and estimiition vncertdainties

Information about assumptions and estimation uncertainties that have a 51gn1ﬁcant risk of
resulting in a material adjustment in the vear ended 31 December 2018 is included in the
following; notes:

- Note 6 and Note 4(c) — Impairment of goodwill: key assumptions. underlying recoverable
‘amounts.

- Note 10 and Note 3(a) - (ineasurement of ECL allowance for trade receivables): key
assumptions in defermining the weighted-average loss rate.

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

The Company has initially applied TFRS 9-(See Note.3(a)) and IFRS 15 (See Note 3(b)) from |
January 2018. Due to the transition. methods chosen by the Company in applylng these
standards, comparative information throughout these financial statements has not been restated
as previously reported, except for-additional disclosures under the new standards and separately
presenting the impairment loss on trade receivables.

10
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LEEJAM SPORTS COMPANY
(A Saudi Jeint Stock Company):
NOTES TO THE FINANCIAL STATEMENTS
For the-year ended 31 December 2018
(Expressed in Saudi Arabian Riyals)

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

There is no material impact on the recognition ctiteria since the current Company pGllCICS are in
tine with the new accounting standards.

IFRS 9 - Financial instruments
IFRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities

and some contracts to buy or sell non-financial items. This standard replaces IAS 39 Financial
Instruments; Recognition ahd Measurement.

‘As a result'of adoption of IFRS 9, the Company has- adopted consequential‘amendments to TAS

| Presentation of Financial Statements which require impairment of financial assets to be
presented as a separate line item in the statement of profit or loss and othér comprehensive
income. Previously, the Compaiiy®s approach was to include the-impairment of trade receivables
in general and administrative expenses. The details of new significarit accounting policies and
the nature and effect of the changes to previous accounting policies are set out below,

Classification and measurement of finanecial assets and financial liabilities

IFRS 9 largely refains the- existing requirements in 1AS 39 for the classification and

meéasurement of financial Habilities. However; it eliminates the previous IAS 39 categories for
fi nanma] assets of held to maturity, loans and recelvables and: available for sale,

The adoption of [FRS 9 hids no material effect on the Company’s accounting policies related to
financial liabilities. The impact of IFRS 9 on the classification and measurement of financial
assets is-set out below,

Under IFRS. 9, on initial recognition, a financial asset is classified as measured at: amortised
cost; FVOCI — debt investment; FVOCI — equity investment; or FVTPL. The classification of
financial assets under [FRS 9'is génerally based on the business model undet which a financial
asset is managed and ifs contractual cash flow characteristics. Derivatives embedded in contracts

‘where the host is a financial asset in the scope-of the standard are never separated. instead, the

hybrid financial instrumerit as a whole;is assessed for classification.

A financial asset is measured at amortised cost if it meets both of the following ¢onditions and is.

not designated as at FVTPL:

s it is held within a business model whose'objective is to hold assets to collect contractual cash
flows; and

# jts confractual terms give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

o itis held within a business modeé! whose objective is achieved by both eollecting contractual.

¢ash flows and selling financial assets; and
+ iis contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstandinig.
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LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year énded 31 December 2018
(Expressed in Saudi Arabian Riyals)

CHANGE IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

‘Financial instruments (continued)

‘Classification and measuremient of financial assets and financial liabilities (continued)

On initial récognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in the investinent's fair value in OCL The
Company has no such equity investments.

All financial assets not classified as measuréd at amortised cost'or FYOCI as described above are
measured- at FVTPL. This includes all derivative financial assets. On initial recognition, the

Company may irrevecably designate a financial asset that otherwise meets the requirements to be
measured at amortised cost or-at FVOCI as at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

A financial asset (unless it is a trade recéivable without a significant financing component that is
initially measured at the transaction price) is initially measured at fair value plus, for an item not
at FVTPL, transaction costs that are directly attributable to its acquisition.

The following accounting poticies apply to the subsequent measurément of findncial assets.

Financial assets at FVTPL

Financial assets at amortised cost

Debt investments at FVOCI

Equity investments at FVOCI

These assets -are subsequently measured at fair value, Net

gains and losses, including any interest or dividend income,

are recognised in profit or loss. The Company has no such
assets.

These assets dre subsequently measured -at amortised cost
using the effective interést method. The amortised cost is
reduced by impairment losses.

Interest income, foreign exchange gains -and losses - and
impairment are recognised in profit or loss. Any gain or
loss on derecognition is. 'recognised in profit or loss. The
Company has its financial assets under this category as
disclosed in table below.

These assets are subsequently m'e_aSured at fair value.
Interest income. calculated using the effective interest
methiod, foreign exchangg gains and losses and impairment
are recognised in profit or loss, ‘Other net gains and losses
are recognized in OCI. On derecognition, gains and losses

accumulated in OCI are reclassified to 'pro.ﬁt or loss. The

Company has no such ifvestinents.

Thiese adssets are .subsequently measured. at fair value.

Dividends are recognised as income in profit or loss unless
the dividend clearly represents -a recovery. of part of the
cost of the investment. Other net gains and losses are

recagnised in QCI and are néver reclassified to profit .o
loss. The Company has no such investments.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Conipany)
NOTES TO THE FINANCIAL STATEMENTS
Forthe yvear ended 31 December 2018
(Expressed in Saudi Arabian Rivals)

CHANGE IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (continned)

The following table explains the classification and measurement of the financial assets of the
Coimpany under IAS 39-and. IFRS.9.

Classified as “At

Classified as loans and Amortized Cost” under

receivables under JAS 39 IFRS 9

Financial assets As of 31 December 2017 As at 1 January 2018
Other assets 2,731,318 2,731,318
Due from a-related party 35,450 35,450
Trade receivables. 11,308,156 11,308,156
Shaort term. inveéstment 17,000,000 17,000,000
Bank balances 53,157,747 53,157,747

There is no material effect of adopting IFRS 9 financial instruments on the Company’s financial
statements.

Impairment of financial assets

IFRS 9 replaces: the ‘incurred loss” ‘model in [AS 39 with an ‘expected credit loss® (ECL)
model. The new impairmenit model appliss to financial assets measured at amortised cost,
contract assets and debt investments at FVOCI, but not to investments in equity instrumerits.
Wnder IFRS 9, credit losses are recognised eatlier than under IAS 39.

The financial assets at amortised cost consist of short-term investment, bank balances, trade
receivables, due from a related party and other assets.

Under [FRS 9, {oss allowances-are measured on either of the following bases:

- 12-mionth ECLs: these are ECLs that result fiom possible default events within the 12
months after the reporting date; and

- lifetime. ECLs: these ate ECLs that result from all possible default events over the expected
life of a financial instrument.

The Company ‘measures loss allowances at an amount equal to lifetime ECLs, except for the
bank balances and short term investments, for which credit risk (i.e. the risk of default occurring
over the expected lifée of the financial 11'_.stru_r_nent) has not increased significantly since initial
recognition, which are measured as. 12-month ECLs.

The Comipany-has elected to measure loss allowances for trade recéivables and other assets at
an amount equal to lifetime ECLs.

When determining whether the credit risk .of a financial asset has increased significantly since
initial recognition and when estimating ECLs; the Company. considers rzasohable and
supportable information that is relevant and available without undue cost or effott. This includes
both quantitative.and qualitative information and analysis, based on the Corpany’s historical
experience and informed credit assessment and inciuding forward-looking information.

The Company assumes that the credit risk on‘a finaricial assel has increased sighificantly if it is
more-than: 90 days past due.
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LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Company}
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Saudi-Arabian Riyals)

CHANGE IN SIGNIFICANT ACCOUNTING POLICIES (CON TINUED)
Financial instruments (continued)
Impairment of financial asséts (continued)

The Company considers a financial asset to be in default when:

- the cusfomer is unlikely to pay its credit obligations to the Company in full, without recourse
by the Company to actions such as realising security (if any is held); or
- the financial asset is more.than 1 years past due.

Credit-impaired financial assels

At each reporting date, the Company assesses whether financial agsets carried at amertised cost
are eredil-impaired. A financial asset is credlt-lmpalred’ when one or more events that have a
detrimental impact on the estimated future cash flows of the financial asset have oceurred.

Presentation of impairiient
Loss allowances for financial assets measured at amorfised cost are deducted from the gross
carrying amount of the assets.

Derecegnition

Financial assels _

The Company derecognises a financial asset when the contractual rights to the cash flows from
the financial asset expire, or it transfers the rights to receive the. contractual cash flows in a
transaction in which substantially all-of the risks and réwards of awnership of the financial asset
are transferred or in whith the Company neithier transfers nof retains substantially all of the
risks and rewards of owneérship and it does not retain contiol of the financial assét.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are dischar; ged
or cancelled, or expire. The Company also derecognises a financial Hability when its terms are
modified and the cash flows of the meodified liability are substantlaliy different, in which case a

new financial liability based on the modified terms is recognised at fair-value.

On derecognition of a financial liability; the differénce between the earfying amount

.extiri_’g_u'ished- and the consideration paid (inclirding any non-cash assets transferred or liabilities

assumed) is recognised in profit or loss.
Offsetting

Financial-assets and financial liabilities are offset and the net amount presernted in the §tatement
of financial position when, and only when, the Company currently has a legally enforceable:
right to set off the amounts and it intends either to settle them on a net basis or to realise the
asset and settle the laabi_llty simultaneously.

IFRS 15 - Revenue from contracts with customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when
révenue is recognised. It replaced IAS 18 Revenue, IAS 11 Construction Contracts and related
1nterpretat10ns Under TFRS 15, revenue is recognised when a customer obtains control of the
goods or services. Determining the timing of the transfér of control — at.a point in time or over’
time — requires judgement.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)y
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Scudi Arabian Riyals)

CHANGE IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

There is. no impact of adopting IFRS 15 on the Company’s statement of financial position as of
31 December 2018 and statements of profit or:loss and comprehensive income for the year
ended 31 December 2018, However, certain additional disclosures have been presented in these
annual finaricial statéments in line with the disclosure requirements under the new accounting.
standards.

The Company has adopied [FRS 15 using the cumulative effect method, with the effect of
applying this standard recognised at the date of initial appllcatlon {i.e. | January 2018).
Accordingly, the information presented for previous year has not been restated, ds previously
reported, under IAS 18 and related intetpretations.

SIGNIFICANT ACCOUNTING POLICIES

_The Company hag consistently applied the following accounting policies to all periods presented
in these financial statements. The significant accounting policies adopted in the preparation of
the financial statements are asfollows:

Property and equipment
Property and equ1pment except land, are stated at:cost less accumulated -depreciation and any
accumulated impairment losses. Thé cost less. estimated residual value of property and

equipment i$ depreciated on a straight-line basis over the estimated useful lves of the assets.
Land is statéd at cost,

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of

self-constructed assets includes:

« the cost of materials.and direct labour;

» any other costs directly attributable to bringing the assets to a working condition for their
intended use;

+ when the Company has an obligation to remove the asset or restore the site; an estimate of
the costs of dismantling and removing the items and restoring the site on whlch they are
located; and

» Capitalized borrowing costs, during construction phase.

The estimated useful lives of the_principal_ classes of assets is as follows:

Buildings 4% — 10%
Motor vehicles 20%
Sports tool and equipment 10%
Electrical equipment @nd air conditioters 10%
Furniture and office €quipment 12.5%
Computers 20%

Any gain of loss on disposal of an item of property and equipment is recognized in statement of
profit or loss.

Sithsequent costs

Subsequent costs are capitallzed only if it is probable that the future economic benefits
associated with the cost will flow to the Company. All other subsequcnt costs are: charged to
profit or loss when incurred.
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LEEJAM SPORTS COMPANY
{A Saudi Jaint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year'ended 31 December 2018
(Expressed in Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property. and equipment (continued)

Impairment of Hon-finaneial assets

Non-financial assets are reviewed for impairment whenever events or changes | in circumstances
indicate that the carrying amount may not be recoverable, An 1mpalrment toss is recognized in
the statement of profit or loss for the amount by which the carrying amount of the asset exceeds
its recoverable amount which is the higher of an asset’s fair value less cost to sell and value in
use. For the purpose of assessing impairmerit, assets are _grouped at lowest levels for which there
are separately identifiable cash flows (cash-generating units). Non-financial: -assets that suffered
impairment are reviewed for possible reversal of impairment at each:reporting date. Where an-
impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit
is‘increased to the revised estimate of iis recoverable amount, but the increased catr ying amount
should not exceed the carrying amount that would havé been determined, had no impairment
loss been recognized for the assets or cash-generating unit in prior years. A reversal of an
impairment loss is recognized as income immediately in the statement of profit or loss.

C-apiia’l work in progress

Capital work in progress is stated at cost.and includes certain assets that have been acquired but
are not ready for their intendéd use. These assets are transfeired to relevant assets categories and
are depreciated once they are available for their intended use,

Goodwill

Initial recognition
The Company measures goodwill at the date of acquisition as:
¢ the fair value of the consideration transferred; plus.
+ therecognised amount of any non-controlling interest in the acquiree; plus
* if the business.combination is achieved in stages, the fair value of the pre-existing equity
interest in the acquire. '
Over thé net recognised amount (generally fair value) of the identifiable assets acquired and
labilities assumed. Any goodwill that arises is tested annually for impairment.
Subseguent measurement
Subsequently, goodwill is.measured at cost less accumulated impairment losses.

Cash and cash equivalents,

Cash and cash equivalents comprise cash balances and short-term deposits. with maturities of
three months or less from the date of acquisition that are subject to an insignificant risk of
changes in their fair value, used by the Comipany in the management of its short-term
commitments and are available to'the Comipany without any restriction.

Borrowings

Borrowings. -are recognized at the proceeds received, net of transaction costs incurred.
Borrowing costs that are directly attributable to the construction and / or development of a
qualifying asset are capitalized up to stage when substantially all the activities necessary to
prepate the qualifying asset for its intended use are completed, otherwise, such costs are charged

1o the statement of profit or loss.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
'NOTES TO-THE FINANCIAL STATEMENTS
For the year énded 31 December 2018
(Expressed in Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Defined benefit obligation- employee benefits

The. Company’s net obligation in respect of defined benefit plan is calculated by estimating the

amount of future bénéfit that employees have earned in'the cuirent and prior periods.

The calculation of defined benefit-obligation is performed annually by a qualified actuary using
the projected unit credit method. The remeasurement of the net defined benefit liability, which
comprise actuarial gains and losses, is recognised imimediately in other comprehensive income
which are not reclassified-to profit or loss in the subsequent periods. The Company determines
the nét interest expense on net defined benefit liability for the period by applying the discount
rate used to measure the defined benefit obligations at the beginning of the annual period fo the
— then'net defined benefit liability, taking into account any changes in the net defined benefit

‘liability during the period as a result of contributions and benefit payments. Net interest expenise
and otlier expense related to defined benefit plan are recognized in the profit or loss.

Dividends

Interim dividends are recorded as a liability in the period in which they are approved by the
Board of Directors. Final dividends are recorded in the period in which they are approved by the
shargholders in the General Assembly.

Zakat

The Company is subject to Zakat in accordance with the Zakat regulation issued by the General
Authority of Zakat and Tax ("GAZT") in the Kingdom of Saudi Arabia, which is subject to
interpretations. Zakat is recognized in the inicome statemient. Zakat is levied at a fixed rate of
2.5% of the higher of zaKat base-or adjusted taxable iricome as defined in the Zakat regulations.

The Company*_s management: establishes provisions where appropriate on the basis of amounts
expected to be paid to the GAZT and periodically evalvates positions taken in the Zakat returns

‘with respect to situations in Which applicable Zakat regulation is-subject to intérpretation.

Revenue

The Company has initially appliéd IFRS 15 from 1 January 2018. The effect of initially
applying IFRS 15 is described in Note 3(b). Information about the Company accounting pohmes
relating to contracts with customers is provided in Note 22.

Fair value measurement

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

+ In the principal market for the asset or liability, or

« In-the absence of a principal market, in the most advantageous market for the asset-or liability

The principal or the most advantageous market must be accessible by the Company. The-fair
value of an asset or a liability is measured using assumptions that market patticipants would use-
when pricing thie asset-or liability, assuming that market participants act in their economic best
interest. The fair value of a non-financial asset takes into account a market participant’s ability
to generate economic benefits by_ using the asset in its highe_st__and best use or by selling it to
another market participant. that would use the asset in its highest.and best use. '

The Company uses valuation techniques that are appropriate in the circumstances and for-which
sufficient data is available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31.December 2018
(Expréssed in Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fiir valne measurement

All assets and liabilities for which fair value is measured or disclosed:in the financial statemeérits
are categorized within the fair value hierarchy, described as follows, based on the lowest level

‘input that is-significant to the faif-value measurement asa wliole:

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

* Level 2 — Valuation techniques for which the lowest level inpuit that is significant to. the fair
value measurement is. directly or mdxrectly observable

« Leveél 3 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is inobservable.

For assets and liabilities that are recognized in the financial statements. on a recurring basis, the
Company determines whether transfers have ocourred between Levels int the hierarchy by re-
assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

At each reporting date, management of the Company analyses the movements in the values of
assets and liabilities which are required fo be re-measured or re-assessed as per the Company’s
accounting:policies. For this analysis, management verifies the major inputs applied in the latest

valuation by agreeing the information in the valuation computation to contracts and . other

relevant .documents_.

For the purpose of fair value disclosures, the Company has determined classes of assets and
liabilities based on the nature, characteristics and risks of thie asset or liability and the level of
the fairvalue hierarchy as ex_plal ned above.

Provisions

A provision is recognised if, as a result of a past event, the Company has a preésent legal of
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. Provisions are determined .by
discounting the expected future cash flows at an apptopriate rate that reflects current market
assessiments of the time value of money and the risks specific. to the liability:

Foreign currency transactions

Transactions denominated in foréign currencies are transiated to the functional currency of the

‘Company- at the-exchange rates ruling at the date of the transaction. Monetary assets and

liabilities denominated in foreign currencies at the balance sheet date are translated to- the
functional currency of the Company at the exchange rate ruling at that date. Exchange
difference arising on translation are recognized in the statement of profit or loss currently,

‘Leases:

Determining whether an arrangement contain g lease _
At inception of an arrangement, the Company determines whether the arrangement. is. or
contains a lease.

At inception or on reassessment of an arrangement that contain a lease, the Company separates

-payments and other consideration required by the arrangement into lease and those for other

elements on the basis of their relative fair value.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
{Expressed in Saudi-Arabian Rivals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases

Leased asseis _ _

Asset held by the Company under lease that transfer to-the Company substantially all of the
risks and- rewards. of ownership are classified as finance lease. The Company has not entered
into any such arrangement during the period.

Assets held under other leases are classified as operating leases and are not recognised in the
Company’s statement of financial position. '

Lease payments _

Payments made under operating leases are recognised in statement of profit or loss -on a straight
line basis over the term of lease: Lease incentive received are recognised as an integral part of
the total lease-expense, over the term of lease.

Earnings per share

The Company presents basic earnings per share for its ordinary shares. Basic earnings per share
is caleulated by dividing the profit ot loss attributable to.ordinary shareholders.of the Company
by the number of ordinary shares dutstanding during the period.

Standards issued but not yet cffective:

Standards issued but not yet effective o _

Following are the new standards and amendments to standards which are effective for annual
periods beginning after 1 Jaruary 2019 and earlier dpplication is permitted; however, the
Company has not early adopted them in preparing these financial statements.

IFRS 16 Leases

The Company is required. to- adopt IFRS 16 Leases from 1 January 2¢19. The Company has
assessed the estimated impact that initial application of IFRS 16 will have on its financial
statements, as -described below. The actual impacts of adopting the standard. on 1 January 2019
may change becausethe new accounting. policies.are -subject fo change until the Company
presents its first financial statements that include the date of initial application.

IFRS 16 introduges a single, on-balance sheet lease accounting model for lessees. A Tessee
recognises a right-of-use asset representing its right to use the underlying asset and a lease
liability representing its. obligation‘to make.lease payments. There are récognition exemptions for
short-term leases and leases of low-value items. Lessor accounting remains similar to the current
standard - i.e. lessors continte to classify leases as finance or operating leases.

IFRS 16 replaces existing' leases guidance, including 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.

Leases in which the Company is a lessee

The Company will recognise new assets and Habilities for its operating ieases of centers facilities.
The nature of expenses related to those leases will now change because the Company. will
recoghise a depreciation charge for right-of-use assets and interest expense on lease liabilities.

Previously, the Company recognised operating lease expense on a straight-line basis over the

term of the lease, and recognised assets and liabilities only to the extent that there was a timing-
difference between actual lease payments and the expense recognised.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company}
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Saudi Arabian Rivals)

SIGNIFICANT ACCOUNTING POLKCIES (CONTINUED)

IFRS 16 Leases (continued)

The Company has performed a detailed impact-assessment of IFRS 16. The impact of adopting
IFRS 16 onthe date of adoption is expected as follows:

Impact on the statement of financial position (increase/(decrease)) as at 1 January 2019;

SAR

Assets

Right of use asset. 879,913,021
Prepayimerits and other assets (67,941,747
Total impact on assets 811,971,274
Liahilities

L.ease liability 974,263,057
Deferred rent liability (64,591,342)
Total impact on liabilities 909,671,715
Equity- ' (97,700,441}
Total impact on equity (97,700,441}

Due to the adoption of [FRS 16, the Company’s operating profit will improve, while its
depreciation and interest expense will increase. This is due to the change in the accounting for
expenses of leases that were classified as operating leases under IAS 17.

IFRS 16 further requires additional disclosure for which the Company has considered required
changes in the fiitancial systems and related procedures necessary to collect and disclose the
required infosmation.

(b) Transition

ii.

The Company plans to apply IFRS 16 initially on 1 January 2019, using the modified
retrospective approach. Therefore, the cumitlative effect of adopting IFRS. 16 will be recognised
as an adjustment to the. opening balance of retained. earnings at 1 January 2019, with no
restatement of comparative information.

The Company plans to apply the practical expedient (o grandfather the definition of a lease.on
transition. This means that it will apply IFRS 16.to all contracts entered inte before I January
2019 and identified as leases in accordance with IAS 17 and IFRIC 4,

Other standards

The following amended standards and interpretations are not expected to have a significant
‘impact on the Company's financial statements.

» [FRIC 23— Uncertainty over tax treatments

Prepayment features with negative compensation (amendments to IFRS 9)
Long term interests in associates and joint ventures (amendments to'TAS 28)
Planned amendments, gUr’taiIm’ents or setflement (amendments to JAS 19)
Annual Improvements 1o IFRSs 2015-2017 Cycle — various standards.
Armendments to reference to conceptual framework in IFRS standard.

[FRS 17— Insurance contracts.
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5.3.

LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS.
Forthe year erided 31 December 2018
(Expréssed in Saudi .4rabian Riyals)

PROPERTY AND EQUIPMENT (CONTINUED)

The depreciation charge for the year-is allocated as follows:

2018 2017
Costs of revenue (Note 23) 105,667,481 91,833,372
.General and administrative expenses (Note25) 3,918,507 3,278,778

109,385,988 95,112,150

‘The Capital Work-in-Progress (CWIP) as of 31 December 2018 represents consiruction costs
and capital equipment amounting to SAR 14(.6 million and SAR 63.4 million (December 2017:

SAR 83.6 million and SAR 46.6 million), respectively. The ¢onstruction costs include an
amount of SAR 1.6 million (December 2017: SAR 1.5 millien} in respect of borrowing costs
capttalizéd during the construttion period. Thé total borrowing cost capitalized under CWIP

during the year amount to SAR 4.3 million, and the capitalization rate was 4.55% (December
2017: 4%). The capital equipment mainly includes gym equipment, which have been procured

but are not currently available for use.

The charge in respect of write off of property and -equipment is included in the general and
administrative expenses, net of disposal proceeds.

GOODWILL

This represents goodwill recognized during 2016 as a result of a business combination through
acquisition of two running fitness centers located in the cities of Dwadmi and Riyadh, The
acquisition has enabled the Company to save time required to construct new centers. The fotal
congideration paid for the acquisition of these centers amounted to SAR 24.5 million, which
resulted in goodwﬂl of SAR 9.45 million.

Inipairment test

The Company performed the impairment testing of goodwill as of 31 December 2018. The
recoverable -amount of the two acquired centers was calculated based on a value in use
caleulation using cash flow- ‘projections for next 10 and 17 years, approved by the senior
management. The recoverable amount éxceeded the carfying amount of goodwill even at a
stressed discount rate of 14%, hence the goodwill is not considered to be impaired at 31
December 2018. '

Management determined foreCast revenue growth based on past performaice and it
expectations of market development. The discount raté reflects 'managemént’s éstimate of the

‘specific risks refating to the centers. The calculation of value in use is-most sensitive to the

assumptions on revenue growth rate-and costs of revenue used to extrapolate cash flows as well
as the factors used in computing Terminal Value: The growth rate used for terminal value-

-computation is 2%.

Sensitivity to Changesin Assumptions

With regard to the assessment of the value in use, mahagement b_i:l_i_'_eves that no ‘reasonably
possible change in any of the key assumptions above would cause the carrying value of the
goodwill to materially exceed its recoverable amotant.

LONG TERM PREPAYMENTS

This represents prepayments relating to additional rent paid in advance. This mainly includes
additional. rent -paid in respect of a piece of land in Dubai where the Company is currently

aperating a. filness center. The current lease. agreement is due to. expire in 2029 and the

Company is making annual paymerits unider this agreement. The Company paid SAR 9.32

million, addition as advance to secure the lease for a further period of 15 years after the expiry

of the said agreemeit in 2029, Further, the remaining prepayment of SAR 1.2 million relates.to
advance rent of SAR 6 million which was paid in 2016 for 5 years, for fitness center land
located in Riyadh for lease ending in 2021.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Suudi Arabian Rivals}

PREPAYMENTS AND OTHER ASSETS

Prepaid expenses:
- Rent 46,279,515 41,580,914
~ Housing 4,173,211 4,502,607
- 1gama, work permit and others 10,692,499. 5,.304.694
- Current portion of long term prepaymest 1,200,000 1,200,000
' _ 62,345,225 52,588,215
Advances to:suppliers and contractors (Note 8.1) 51,527,462 49,317,116
Consumables 14,564,979 13,231,143
Initial public offering cost recoverable from existing '
shareholders (Note 8.2) . 175,000
Other assets (Note 8.3) 3,210,762 2,603,818
Provision for doubtful baiances (Note 8.4) (1,231,618) (1,231,618)
1,979,144 1,372,200
130,416,810 116,683,674
Movement.in provision for advance to suppliers and contiactors is as follows:
Balance at the beginning of the year - 223 948,
Reversal for the year — (223,948)

Balance at the end of the year -

This represented consultancy fees and other similar expenses incurred in relation to the Initial
Public. Offering (IPO) of the Company, agreed-to- be borne by the shareholders. During the year,
the Company incurred:further cost of SAR 8.13 millien. {December 2017: SAR 3.87 rnllllon) in

this respect which has been fully recovered through;

a) deduction of SAR 0.71 million from di"v_i_dends_; and
b).funds provided by existing shareholders-out of the proceeds of IPO.

The unipaid invoices of IPO costs included in accrued expenses amounts to SAR 1.84 million as
of 31 December 2018 and will be paid by the Company out of the amounts received from

shareholders as explained above.

It ‘includes investment in a subsidiary of SAR 0.048 million that has not been consolidated

because of the immateriality: of the balances involved.

Movement in provision for doubtful balances of other assets is as follows:

Balance at the beginning of the year 1,231,618 1,680,618
Reversal for the year - (449,000)
Balance at the end of the year 1,231,618 1,231,618
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LEEJAM.SPORTS. COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

For the year enided 31 December 2018
(Expressed in Saudi Arabian Riyals)

RELATED PARTY TRANSACTIONS AND BALANCES

Related parties of the Company comprise ‘of its shareholders having control or SIgmﬂcant
‘influénce, uticonsolidated subsidiaty- company and key management personnel. The transactions
with-related parties aré carried out in ordinary course of businéss- and are based on terms-
mufually agreed between the parties; [n addition, the Company has. also dlsclosed its

transactions and balances with companies under common directorship.

During the period, the significant transactions with these related parties are as follows:

‘Remuneration of directors and key management personnel
One off bonus and end of service benefits paid to exiting vice-
Chairmarn, CEO and other key management personnel in Q4 2018

Lease rentals paid to a sharcholder
Initial public offering cost recovered/ recoverable from
shareholders (Note 8.2)
Purchase of sports -equipment from companies where
shareholders had interest:
- Sporta Spa and Fitness Equipment
Sales to companies under commion directorship:
- Etthad Etisalat Company (Mobily)
- The Meditérranean and Gulf Cooperation (MEDGULF)
Sales to companies where shareholders had interest:
- Al Sagri Holding

Proceeds from disposal of sports.equipment to Sporta Spa and Fitness

Equipment
Custom e¢learance services-received from Skat logistics

Car rental. services received from Theeb —rent a-car

Construction services received from Mehret Al Khair Contracting Co.

Constriaction services received from Fidwah Contractor

‘The abeve transactions resulted in the followinig balances with these related parties:

Due from a related party _ _
Fitness Time For Trading Company Limited

Advances 1o related parties included in prepayments and other assets
Skat Logistics

Fidwah Contractor

Mohret Al Khair Contracting-Co.

Sporta:Spa and Fitness Equipment
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2018 2017
13,862,056 17,272,172
22,984,445
3,400,000 3,400,000
8,136,185 3,870,154
4,289,720 1,526,257
- 2,888,700
633,350 940,165
103,537 250,152
957,977 324,700
2,178,706 5,695,970
1,241,993 711,470
3,297,315 3,059,904
5,927,597 683,387
018 2017
- 35.450
84,101 419,583
880,045. 438,453
394,464 -
2,119,894 751,779
3,678,504 1,609,815




LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 Deceniber 2018
(Expressed in Saiidi Arabian Riyals)

9. RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Payables to related parties included in accounts payable

Mohret Al Khair Contracting Co..

Receivable from companies where shareholders had interest,
included in trade receivables:
- Al Sagri Holding

Receivable from companies under common directorship,
included in trade receivablés

- Etihad Etisalat Company (Mobily)

- The Meditérranean.and Gulf Cooperation (MEDGULF)

10. TRADE RECEIVABLES

Subscriptions and membership receivables
Rentals receivables

Allowance for impairment (Note 10.1)

- Subscriptions and membership receivables

- Rentals receivables

2018 2017
~ 268,556
- 7,125
- 197,330
74,869 -
74,869 197,330
2018 2017
16,904,420 ‘8,159,607
8,115,568 3,148,549,
25,019,988 11,308,156
(212,488) (625,976)
(4,400,459) | | (1,759,497)
(4,612,947)  _(2,385473)
20,407,041 8,922,683

10.1 ‘Movement in allowance for impairment in trade receivables is as follows:

11.

2018 2017
Subscription Subscription
and _ and _
membership Rental mem_bership Rental
‘receivables  receivables recelvables  receivables
Balance at beginning of the year 623,976 1,739,497 3,812,679 911,270
(Reversal) / charge for the year (413,488) 2,640,962 (2,876,222) 348,227
| 712,488 4,400,459 936,457  1.759,497
Write-off against provision - -- (310,481) -
Balance at erid of the year 212,488 4,400,459 625,976 1,759497

SHORT TERM INVESTMENT

This representéd short tefm investment of SAR Nil (31 December 2017::SAR 17 million carried

-mark up at the rate-of 2.55% per annum).
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LEEJAM SPORTS COMPANY
_ (A Saudi Joint Stock Company) _
NOTES TO THE FINANCIAL STATEMENTS
For the vear etided 31 Détember 2018
{Expressed i1 Sauidi Arabian Riyals)

CASH AND BANK BALANCES
2018 2017
Cash in hand 2,159,890 2,864,226
Cash at bank — curient accounts 17,255,491 53,157,747
19,415,381 56,021,973
SHARE CAPITAL

The share capital of the Company is SAR 523.8 million (31 December 2017: SAR 523.8
‘million) divided into 52.3 million {3} December 2017: 52.3 million) shares with a nominal
value of SAR 10 e_a_ch Out of the total issued capital, 30% of the shares are traded on Saudi
Stock Exchange with effect from 10 September 2018,

STATUTORY RESERVE
In accordance with Regulations for Companies in Saudi Arabia and the by-laws of the
Company, the Company is réquired to set aside 10% of its net:iiicome to statutory reserve until

such reserve équals to 30% of the share capital.

The statutory reserve is not available for distribution to thg.s_hareholders_. Howewver, the statutory
reserve ¢an be used for meeting the Company’s losses of for increasing its ¢apital.

LOANS AND BORROWINGS

The Company has credit facilities from local banks in the form of short-term and. long-term
loans, letters of credit and letters of guarantee.

The following amounts are outstanding in relation to these facilities;

2018 2017
Non-current liabilities. -
Non-current portion of long term loans 376,323,389 366,151,163
Current liabilities
Current portion of iong'-*t'e'_rm loans 107,853,383 76,493,562
Total loans and borrowings 484,176,772 442,644,725
Terms and repiyment schedule
The terms and conditions of outstanding loans are as follows
Nominal Year of
_ Curiency  interest rate maturity 2018 2017
Bank loans - unsecured
- fixed commission ratés SAR 4.17%t05.17% 2020102023 241,736,572 297,504,460
__ . BBORHS%H0 y
-variable commission rates SAR (SIBOR + 2%) 2022 to 2024 242,440,200 145,140,265
Total 484,176,772, 4472 644,725

2%
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LEEJAM SPORTS COMPANY
{A Saudi Joint Stock- Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 Decembér 2018
(Expressed in Saudi Arabian Riyals)

LOANS AND BORROWINGS (CONTINUED)

Thie outstanding balance of accrued financial costs as at 31 Decémber 2018 is SAR 0.15 million
(31 Decémber 2017: SR 0.38 million) which is iticluded in accrued-expense. In addition, the
company has unutifized loan facilities from local banks of SAR 127,42 million expiring in 2019

-and renewable as per the terms of agreement,

DEFINED BENEFIT OBLIGATION - EMPLOYEE BENEFITS.

2018 2017
Present value of defined benefit obligation 27,426,552 23,930,307
Movement in the present value of the defined benefit
obligation is as follows:
2018 2017
Balance at beginning of the year 23,930,307 17,499,216
Benefits paid during the year (12,386,904) (635,747)
Current service costs and interest 13,683,714 6,141,941
Remeasurement of actuarial losses recognized in OCI 2,199,435 924,897
Balance at the end of year 27,426,552 23,930,307
Expense recognized in the statement of profit or loss
Current service cost 6,723,682 5,540,594
Past service cost 6’,_3‘1‘2-_,'637 -
Interest on obligation 647,395 601,347
13,683,714 6,141,941

The amounts recognised in the statement of profit or loss have been allocated as follows:

2018 2017

Costs.of revenue (Note 23.1) 5,777,412 4,623,316

Advertising and marketing expenses (Note 24.2) 157,349 144,365

General and administrative expenses (Note 25.1) 7,748,953 1,374,260

13,683,714 6,141,941

_ 2018 2017

Key‘ actuarial assumptions

- Discount rate used 4.20% 3.65%

- Future growth in salary 2.50% 2.15% _

Sensitivity analysis

Reasonabie possible changes at the reporting date to one of the relevant actuarial assumption,
holding other assumptions constant, would have affected the defined benefit obligation by the

amounts shown below:

Inicrease Deécréase
2018
Discount rate (1% movement) (1,439,344) 1,606,017
Future salary increase (1% movement) 1,692,282 (1,541,626)
Discount rate {1% movement) (1,187,403) 1,325,878
Future salary inicrease (1% movement) 1,419,028 (1,304,376}
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LEEJAM SPORTS COMPANY
(A Saudi Joinit Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Saudi Arabian.Riyals)

DEFINED BENEFIT OBLIGATION — EMPLOYEE BENEFITS (CONTINUED)
Risks associated with defineéd benefit obligation

Salary increase risk:

‘The most. common type of defined benefit is one where the benefit is linked with final salary.
Tlie risk arises when the.actual increases are higher than expectation and impacts the liability
-accordingly.

Withdrawal risk:
The risk of actual withdrawals vatying with the valuation assumptions can impose a risk to the
benefit obligation. The movement of the liability can go either way.

DEFERRED RENT LIABILITY

The Company is allowed rent free period on certain leasehold properties: under certain
‘agreements with the respective landlords. These rentals are not yet due and are payab]e in future.
petiods as per the termis of the agreements, however, for the purpose of recognizing the éxpense,
the rent expense:is evenly spread over tlie agreentent period.

These fentals are payablé on or before year 2043 and have been classified into current and non-
curzent based on their matuorities,

2018 2017
Non-current liabilities _ S
Non-current partion of deferred rent liability 60,891,074 53,128,602
Current liabilities _
Current portion of deferred rent liability 3,700,268 3,167,641
Total deferred rent liabilities 64,591,342 56,296,243
ACCOUNTS PAYABLE
_ 2018 2017
Accounts payabie to:
- Trade suppliers 29,009,922 32,271,829
< Contractors 7,544,361 5,033,241
36,554,283 37,305,070
ACCRUED EXPENSES AND OTHER LIABILITIES
2018 2017
Accrued expenses 33_,39'_30,_1'77 48,646,988
Advanges from customers 1,674,121 1,104,792

35,604,298 49,751,780
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LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Saudi Arabian Riyals)

‘DEFERRED REVENUE,

2018 2017

Deferred subscription income from: N
- membership fee 228,077,153 250,832,414
- personal training fee 11,525,253 6,950,732,
239,602,406. 257,783,146
Deferred rental income 3,715,312 3,792,449
243,317,718 261,575,595

The amount of SAR 261.57 million recognised in deferred revenue at the beginning of the. year
has been recogmsed as revenue for the year ended 31 December 201 § after adjusting an ‘amount.
of SAR 11.3 million in respect of VAT on subscriptions sold i in-prior year. As per decision taken
by the managemeént, the VAT on aforesaid subscriptions hds not been collected from the
ccustomers and the Company has borne the expense by itself.

ZAKAT
Provision for Zakat
The principal elements of the Company’s Zakat base for the years ended December 31 are as
follows: _
2018 2017
Share capital 523,833,610 523,833,610
Retained earnings 154,405,707 87,689,705
-'Stat'utory feserve 35,429,133 17,419,888
Adjusted income for the year 134,512,654 118,090,289
Non-current assets. 1,438,482,775 1,306.270,825
‘The movement in provision.for Zakat is as follow:
2018 201
Balance at beginniﬁg of the year 4,487,682 6,613,663
Charge for the year 3,362,816 4,487,682
Reversal of prior year over provision (1,403,735) {1,138,779)
1,959,081 3,348,903
Paid during the year (3,064,171) {5,474,884)
Balance at end of the year 3,382,592 4,487,682 .

Status of final zakat assessments

The Company has'submitted Zakat returns for the years up to 2017. The Company has received
Zakat certificates from the General Authority of Zakat and income tax (*GAZT™) for all the
years up to 31 December 2017 and has received final assessments from GAZT for the years up
te 2015,
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
Forthe year ended 31 December 2018
(Expressed in Saudi Arabian Rivals)

R_evanuc’ from coritiacts with clustomers’
~Subseriptions and membership income
- Personal training income

- Rental income

2018 017
730,469,425 676,321,123
59,575,917 45,665,538

9,901,491 10,892,267
799,946,833 732,878,928

The following table- explains the: nature and timing of the satisfaction -of perfarmance

obligations by the Company in.contracts with customers.

Type of Product

Nature and timing of
satisfaction of performance
obligations, including
significant payment terms

Revenue récognition under
IFRS 15 (éffédtive frem
1 January 2018)

Subscriptions and
membership incormne

Personal training

Rentals income

Performance. obligation s
satisfied over time during
the subscription period. For

Individual CUSLOMETS,
payment is received in
advance. For corporates,
consideration is received

‘based on credit terms agreed
with the corporate customer.

Performarice obligation is
satisfied over time based on
personal  training  (PT)
sessions and payment s
received in advance.

Performance obligation is

satisfied over time during

the lease period and payment
is  received based on

contractual. terms with the

‘tenants.

36

Subsériptions and menibership fee

are  recognized as  revenue
systematically over the terms of
the: subscription peried. The
subscriptioni  fee, recgived. in

advance, is initially reécognized as
deferred revenue and subsequently
amortized as revenue -over the
subscription period.

Personal  training fee  afe
recognized as revenue as and when
related services are rendered and
performance  obligation  are
satisfied. Fee received in advance
is initially- recognized as deferred
revenue and subsequently
recognized as revenue when PT
sessions are conducted.

Rental income is recognized on a
straight line basis over the ferms of
the lease agreements:




LEEJAM SPORTS COMPANY
(A Saudi Jeint Stock Company) _
NOTES TO THE FINANCIAL STATEMENTS
Foy the year ended 31 December 2018
{(Expressed in Saudi Arabian Rivals)

REVENUE (CONTINUED)

Disagigregation of revenue from contract with customers

Revenue from contract with customers.is further disaggregated based on male and female centers offerings
and segmented by primary geographical regions in the table below;

-Subsériptions and

membership income Personal training income ch'ta_l'incon_le

2018 2017 218 2017 2018 2017,
Typé of customers
Gender wise
Male Centers. 612,343,281 661,763,242 ‘54,378,653 45,647,802 8,945,577 10,199,906
Female Cénters. 118,126,144 14,557,881 5,197,264 17,736. 955,914 692,361
Total 730,469,425 675,321,193 59,575,917 45,665,538 9,901,491 10,892,267
Geographical
markets
Central Regitn 360,149,990 339,614,166 29,465,013 24,756,834 5,879,482 6,691,299
“Western Region 240,288,319 236,184,694 16,599,878 10,558,810 3,472,645 3,770,460
Easiern Region 115,780,763 89,644,292 10,272,217 7,596,913 507,506 415,208
UAE 14,250,353 10.877.971 3,238,809 2,752,981 41,858 15,300
Total 730,469,425 676,321,123 59,575,917 45,665,538 9,901,491 10,892,267

In-addition, the Company separately presents segment information in accordance with IFRS-8 (see note
33).

Assets.and liabilities related to contracts with customers

The Company has recognised the following #ssets and liabilities related to contracts with
customers: '

2018 2017
Trade receivables; gross (Note 10) 25,019,988 11,308,156
Defeired revenue (Note 20) (243,317,718) (261,575,595)

(218,297,730)  _(250,267,439)

Deferred revenue relates to advanee consideration received from customers for memberships sold at
centers, corporates, personal trainifg and rental income- which will be recognized in future periods based
on performance obligation of the services to be rendered and simultaneous receiving of benefits by the
customers.
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LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
Forthe year ended 31 December 2018
(Expressed in Saudi Arabian Riyals}

23. COSTS OF REVENUE
For the vear ended 31 Deccmber

Salaries and related benefits (Note 23.1) 173,104,497 158,620,489
Depregiation (Note 5.1) 105,667,481 91,833,372
Rent expenses (Note 30) 78,130,152 74,384,368
Water and electricity 61,429,079 62,440,267
Cleaning and services expenses 37,326,509 33,398,922
Consumables. 11,482,873 10,132,009
Maintenance and repair 6,867,296 7,205,738
Governmental and recruiting expenses 8,079,084 5,933,004
Security and safaty 3,922,619 2,845,954
Statiohery 2,210,047 1,707,550
Telecommunications-and subscriptions 143,829 332,097
Others 6,249,112 5,645325

494,612,578 454,479.095

23.1 This includes defined benefits obhgatlon —-&mployee benefits amounting to SAR 5.78 million
(31 December 2017: SAR 4.6 million).

24, ADVERTISING AND MARKETING EXPENSES
For the véar ended 31 December

2018 2017

Advertising and marketing 12,647,434 15,320,257

FC Barcelona license and commercial fees (Note 24,1) 4,102,033 7.357,845
Salaries and related benefits (Note 24.2) 4,660,388 4,150,576

21,409,855 26,828,678

24.1 This represents confractual fees incurred in respect of commercial rights and licenses under
regional partnership agreement with Football Club Barcelona, The contract has expired on 30
June 2018 and has:not been renewed by the Company.
24.2 This includes defined benefits obligation - employee benefits amounting to SAR 0.15 million
(31 December 2017: SAR 0.14 milfion).
25. GENERAL AND ADMINISTRATIVE EXPENSES
For thé yearended 31 December

Salaries and related benefits (Note 25.1) 62,344,490 45,932,291
Water, electricity and telecommunication 8,294,052 6,477,048
Professional fees 2,793,586 1,938,469
Depreciation (Note 5.1) 3,918,507 3,278,778
Governmental and recruiting expenses 5,222,205 1,797,718
Rént expensés (Note 30) 907,900 1,056,858
Propeity and equipment written off (Note 5.3} 4,787,196 651,053
Reversal of provision for advances to suppliers
and contractors (Note 8.1). -- (223,948)
‘Reversal of provision for othet assets (Note 8 A) - (449,000).
Maintenance, repair and cleaning 655,825 693,073
Stationery 326,676 402,453
Others 2,459,771 3,332,641
91,710,208 64,887,434

25.1. This includés defined beneﬁts obligation —employee benefits amounting te SAR 7.75 'million

(31 Deécember 2017: SAR 1.4 million). This further mcludes SAR 17.70 miillion of" addltlonal'

expenses recognised during quarter four of current year in relation to one off bonus and end of
services. obligation paid to ‘exiting vice chairman, CEO and other key management personncl
(Note:9).
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LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Comipany)
NOTES TO THE FINANCIAL STATEMENTS.
For the year ended 31 Decermber 2018
(Expressed in Saudi Arabian Rivals)

"FINANCE COSTS
For the year ended 31 December
2018 2017
Interest.on loans and borrowings 17,763,832 14,648,648
Bank charges 3,303,336 3,687.546
21,067,168 18.336,194
EARNINGS PER SHARE-~ BASIC AND DILUTED
Earnings per share is calculated by dividing the net profit for the year ended 31 December 2018
and 31 December 2017, by the weighted average number of shares ontstanding at the end of the
respective year, which consisted of 52.38 million shares as at 31 December 2018 (31 December
2017 52.38 million shares).
The weighted average number of shares. for the year ended 31 December 2018 and 31
December 2017, have been arrived at by taking the effect of increase in the share capital from
the beginning of the earliest period presented (i.e. 1 January 2017), in order to comply with the
requirements.of [AS 33.
Weighted average nuntber of shares
Number of issued shates on | Jarivary 2017 19,500,000
‘Effect of increase in share capital 32,883,361
Weighted average number of shares on 1 January-2017 52,383,361
COMMITMENTS AND CONTINGENCIES
The Company has capital commitments for contracts for setting up fitness cefiters amounting to
SAR 121.7 million.(31 December 2017: SAR 56.7 miflion) and letter of guarantees issued
amounting to SAR 3.17 million (31 December 2017: SAR 4.6 million).against land lease.
Commitments for minimum lease payments under non-cancelable operating leases are as
follows:
2018 2017
Less than one year 96,732,138 86,604,638
More than one year-aiid less than five years 412,852,426 386,492,569
More than five years 831,279,036 872,894,782
1,340,863,600. 1,345,991,989
OPERATING LEASE ARRANGEMENTS

These represent rentals payable.-._by_ the Company for fitness centers and labor accommodation
under leases. Operating leases revitals recognized under expenses during the year are-as follow:

2018 2017
Costs of revenue (Note 23) 78,130,152 74,384,368
General and administrative expenses (Note 25) 907,900 1,056,858
79,038,052 75,441,226
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Saudi Arabian Rivals)

CASH AND CASH EQUIVALENTS

2018 2017
Short term investment (Note 11) _ - 17,000,000
Cash and bank balances (Note 12} 19,415,381 56,021,973

19,415,381 = 73,021,973

DIVIDEND

On 4 April 2018, the sharcholders in their General Assembly meeting approved dividends of
SAR 93.51 million for the year ended 31 December 2017 out of which final dividend of SAR
25.42 million was paid on 1 March 2018, while thé remaining amount was paid as interim
dividends during 2017.

The Board of Directots, in their meetings héld on 1 May 2018 and 25 October 2018 proposed
interim dividends of SAR 17.52 milfion, SAR 21.33 million and SAR 28.89 millien for the
period ended 31 March 2018, 30 June 2018 and 30 September 2018, respectively.

The Board of Directors: in their meeting held on 26 February 2019 have recommended final
dividend for the year ended 31 December 2018, amounting to SAR 28.18 million, for
shareholder’s approval in their next General Assembly Meeting.

OPERATING SEGMENTS

Operating segments are reported in a'manner consistent with the internal reporting provided to
the chief operating decision makers. The chief operating decision makers, who are responsible
for allocating resources. and assessing' performance: of the operating segment, have. been
identified as-the Executive Management and Board of Directors. The Company’s activities.
consist solely of the provision of high quality health, fitness. facilities and personal training
services.

For management purposes, the Company is organized into business units based -on their
geographical distribution and has four reportable operating segments as follows:

Headquarters and cenfral region
Western region

~ Eastern région
International Region UAE

Segment performance is evaluated based on profit or-loss, which in ceftain respects, is also
measured differently from profit or loss in-the financial statements:

Seement
Asat and for'year Headquarters
ended 31 & Central ‘Western Eastern International
December 2018 Region Region Region Region - UAE Totat
Réveénue 395,494,485 260,360,842 126,560,486 17,531,020 799,946,833
Costs of revenuae (224,429,671)  (173,329,795) (80,238,114)  (16,614,998) (494,612,578)
Gross profit 171,064,814 87,031,047 46,322,372 916,022 305,334,255
Coniprehensive
income / {loss) 100,098,179 50,926,015 27,105,428 _(2_36,6 12} 177;893,_910
Depreciation (47,248,431)  (40,964,244)  (17,868,150) (3,505,163)  (109,585,988)
Total assets 724,851,190 614,475,860 217,223,712, 52,171,245 1,608,722,007
Total liabilities 685,357,692 112,465,927 66,592,106 30,637,832 895,053,557
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2018
(Expressed in Saudi Arabian Riyals)

OPERATING SEGMENTS (CONTINUED)

Segment
As at and: for year Headquarters
ended 31 & Central Western Eastern. International _
December 2017 Resion Region, Region Region - UAE Total
Revenue 371,062,299 250,513,964 97,656,413 13,646,252 732,878,928
Costs of revenue (210,680,642} (159,626,973}  (67,759,889)  (16,411,591)  {454,479,095)
Gross profit/ (loss) 160,381,657 90,886,991 29,896,524 (2,765,339} 278,399,833
Compréliénsive '
inconie / {loss) 101,118,620 57,303,106 18,849,383 (3.997,122)  173273,987
Depreciationi- (42,913.444)  (34,887.488)  (14,569.175)  (2,742,043)  (95,112,150)
Total assets 702,529,600 538,885,090 207,486,643 56,033,272 1,504,934,605
Total liabilities 714,780,640 92,395,824 34,782,401 34,032,537 875,991,402
Misrket Segments
For the year-ended 31 December ‘Tor the year cn(}ed 3 For lhg yeiur ended 31
: December December
2018 2017 2018 2017 2018 2017
Male Fitness Centers’ Female Fitness Centers Total

Revenue 675,667,511 717,610,950 124,279,322 15267978 799,946,833 732,878,928
Costs of revenue (432,243,497) (445,924,071) (62,369,081} (8,555,024} (494,612,578) (454,479,095)
.Gross profit: 243,424,014 271,686,879 61,910,241 6,712,954 305,334,255 278,399,833
Comprchensive ' ' '

income 118,906,850 167,765,138 58,986,160 5,508,849 177,893,010 173,273,987
Depreciation 96,539,530 93,808,264 13,046,458 1,503,886 109,585,988 95,112,150

DETERMINATION OF FAIR VALUES

Fair values of financial and non-financial assets and_liabilities are détermined for measurement and/or

disclosure purpose on the basis of accounting policies disclosed in the financial statements, At the.

‘reporting date, carrying value of the Company's financial and non-financial ‘assets and liabilities
reasonably approximate ta their fair value.

FINANCIAL RISK MANAGEMENT

The Company has exposure to the following risks from financial instruments:
()  Credit fisk;

(i) Liquidity risk; and

(iif) Market risk.

Risk management framework

The Company’s risk governance is matdifested in a set of established policies, procedures and controls
whiclr uses the existing organisational structure to meet strategic targets. The Company’s philosophy
revolves on willing and knowledgeable risk acceptance commensurate with the risk appetite ‘and
strategic plan approved by the Board. The Company is exposed to credit, liquidity and market risks.

Risk management structire
A colesive organisational structure is established within the Company in order to idéntify. assess,
monitor and control risks.

Board of Directors/ Audit Commitiee
The apex ‘of risk governance is the. centralised oversight of the Board of Directors and Audit
Committee providing.diréction and the necessary approvals of strategies and policies in ordér to
achieve definied corporate goals. '
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Saudi drabian Rivals)

FINANCIAL RISK MANAGEMENT '__(CONTINUED)
Senior mamiagement
Senior management is responsible for the day to day operations towards achieving the strategic
goals within the Company’s pre-defined risk appetite.
The risks faced by the Company and the way these. risks are mitigated by management are
summiarised below: ' '
Credit risk
The Company manages exposure to credit risk, which is: the risk that one party to a financial
instrument will fail to discharge an obligation and causethe other party to ineur a financial loss.
Credit exposures arise principally from Company’s receivables and balances with banks.
Management of credit risk
‘'The Company attempts to control credit risk by monitoring credit exposures, limiting
transactions with ‘specific. counter-parties, and continually assessing the creditworthiness of
counter-parties, '
Exposure fo credit.risk
‘The table below shows the maximum exposure to credit risk for the components of -the
statément of financial position.
31 December 31 December
Financial assefs — al amortised cost N
Other assets* (note §) 3,210,762 2,778,818
Due from a related party (rote 9) - 35,450
Ttade receivables, gross (hote 10) 25,019,988 11,308,156
Short term inyestment (note 11) - 17,000,000
Bank balances (hote 12) 17,255,491 53,157,747
45,486,241 84,280,171
* This includes IPO cost recoverable from shareholders amounting to Nil (31 December 2017:
SAR 0.175 million} and other receivables amounting 1o SAR 3.21 million (31 December 2017:
-S;}ZIR-2-.-603-_:)?‘!1350‘11}.
Cash and cash equivalents
The Company held balances with banks of SAR 17,255,491 as at 31 December 2018, which.
represents their maximum exposure on these assets. These balances are held with banks having
strong credit ratings. The Company hds assessed expected credit losses.on bank balarices using
the life-time approach and have determined that the balances are not impaired.
Trade receivables
The ageing of trade receivables that were not impaired at the reporting date is as follows;
31 December 31 December
2018 2017
Neither past due nor impaired 16,293,946 6,451,372
Past due but not impaired: _
= 1'to 30 days 1,392,482 1,753,201
- 3110 60 days 649,098 331,517
- 6110 90 days 593,719 115,205
- 91 to 120 days’ 843,815 271,388
- 121 to 180 days 96,634 -
- 181 to 360 days 537,347 -
Total trade receivables 20,407,041 8,922 683
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LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Company)

For the year ended 31 December 2018
{Expressed in Saudi Arabian Rivals)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Set out below is the detailed analysis of the credit risk exposure-on the Company’s trade receivables using a
provision matrix as per IFRS 9 effective ffom 1 January 2018;

Trade reecivables-- subseription and membership

31 December
2018

Day past due

Curfeat 130 3160 6190 95-120  121-180  181-360 >360Davs  Total
Days Days Days- Diays Diays Bays

iﬁﬁf}i;f"y ME 14709241 684,879 439,094 412,908 17,500 35000 449,429 156,369 16,904,420

Expected credil
logs rate 0.1% G.1% 0.4% L 1% {.6%. 3.0% 7. 7% 100%

Expected credit _
loss (13409} {624) {1,600) {4,353) (2813 (1,040)  (34.813). (156369)  (212,488)
A, i )

‘;;igﬁ:t" ME 14695832 684255 437494 408556 17219 33960 414,616 — 16,691,932
Trade receivabiles — reatal
31 December o Day past due _ B _
2018 Current 1-30 31-60 61-90 91-120 121-180  181-360 »360 Days Tc_ota_l
Duys Days Days Days Days Days
Giross carrying _ . _ o _
amount 1713112 779507 256,340 278,067 L416,760 865751 525320 2,280,711 8,115,568
Less: specifically ' ' '
assessed and Tully _ _ o _

provided - (20318)  (15802) (49,665) (49,665) (719,018) (36378) (1,405377) (2,296,218)

Carrying aniount ' o
assessed for
provision matrix 1,713,112 759,185 240,538 228402 1,367.095 146,738 488,942 875334 5,819,350

Expected credit _ _ _ _ _
10ss rate 67%  67% 12%  18:9%  39.5%  57.3%  749% 100%:

Expéeted credit _ S ' '
loss {114,998)  (50,962) (28,934) (43,239} (540,499} (84,064) (366,2L1) {875,334) (2,104,241)

“Total allowanice for
impairment (114,998  (71,280) (44:736) {92,904y (590,164} (803,077) (402589 (2.280.711) 4,400,459
Net carrying
amouni 1,398,114 708,227 211,604 185,163 826,596 62,674, _.1_22',’_?-3 1 - 3,715,1_ 09
“Total trade _ . -
receivables 16,293,946 1,392,482 649,098 593,719  §43,815 96,634 537,347 = 20,407,641

Other current assels

The management believes that the C'o‘mpany is not significantly exposed to credit fisk on its other
current-assets as the balance is not significant. The Company believes that unimpaired amounts that
are past due by more than 30 days are till collectible in full based on historical behavior and

extensive analysis of customer credit risk.

Geographical concentration of risk of financial assets with credit risk exposure
“The Companyis not exposed to significant credit risk based on its geographical concentration as the
Company’s operations are principally based in the Kingdom of Saudi Arabia‘'and all financial assets
carrying credit risk are concentrated within the Kingdom of Saudi Arabia except for immaterial
balance with a bank in United Arab Emirates,
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LEEJAM SPORTS COMPANY
{A Saudi Jaint Stock Company)
NOTES TO THE FINANGIAL STATEMENTS
'For the year ended 31 December 2018
(Expressed in Saudi Arabian Riyals)

FINANCIAL RISK MANAGEMENT (CONTINUED)
Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet
commitments associated with financial instrunients, Liquidity risk may result fiom the inability
to sell a financial asset quickly at an amoeunt close to its fair value. The Company- limits its

hql.lldlt)" risk by monitoring its funding requirements and ensuring that bank facilities are:
available.

As at 31 December 2018, current liabilities of the Company has exceeded its current assets by
SAR 260.17 million. However, the current liabilities includes SAR 243.32 million of deferred
‘revenue representing subscnptton fee received in advance, SAR 3.7 million of deferred. rentals
and SAR 1.67 million of advances from customers, which the Company does not expect and is
not legally required to repay ‘as: at 31 Décember 2018; Further, the Company has unutilized
short-term banking facility of SR 45 million as of 31 December 20138, which the management
can avail in case of any shortfall. Therefore, the Company is not exposad to :any significant
liquidity risk in the foreseeable future.

Analysis of financial liabilities by remaining contractual maturities.

The 1able below summarises the maturity profile of the Company’s financial liabilities at 31
December 2018 based on contractual undiscounted gross cash flows. The contractual maturities
of liabilities have been determined based on the remaining period at the statemerit. of financial
position date td the contractual maturity date.

31 December 2018 W.H{!i" 3 _3 fo 12 Ito3 No fi .'\‘e.d .
pigiths months Years maturiy Total
{(SAR) _
Leans and borrowing* 31,891,930 101,637,278 408,491,612 - 542,020,820
Accounts payables 36,554,283 - - - 36,554,283
Accrued expenses 33,930,177 - - — 33,930,177
102,376,390 101,637,278 408,491,612 - 612,505,280
Within 3 31012 ligs No fixed
31 December 2017 nioniths months. Years maturity Total
(SAR}
Loans and borrowing 23,199,347 71,203,737 401,114,929 - 495518,013
Accounts payables 37,305,070 - - - 37,305,070
Aterned expenses 48,646,958 - - - 48,646,988
109,151,405 71,203,737 401,114,929 -~ 581,470,071

* The loan-and borrowing include finance: cost of SAR 57.8 miliion (31 December 2017: SAR
52.87 million).
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
(Expressed in Saudi Arabian Rivals)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Market risk

Market risk is the risk that the fair'values or futuré cash flows of the financial instruments will
fluctuate due to changes in market variables such as special commission rates and foreign
exchange rates.

Interest rate risk
The interest rate profile of the Company’s interest bearing financial instriiments are as follow:

2018 2017
Fixed rate instruments
Financial {iabilities 241,736,572 297,504,460
Variable rate instruments
Financial {iabilities 242,440,200 145,140,265

Interest rate risk (continued}

A significant portion of the loans and borrowings of the Company is subject to-a fixed mark-up
rate, hence the Company is not significantly exposed 1o any-changes in the market-mar keup rate
of fixed rate instruments. Further, these loans and borrowings are carried at amortized cost and
hence the Company is not exposed to changes in their fair values.

Cash flow sensitivity analysis for variable rate instruments
A reasonably p0551ble change of 100 basis points in. interest rates at the reporting date would

‘bave increased. (decreased) proﬁl or loss by the amounts shovwn below. This analysis. assumes’

that all other variables rerain constant.

160 bp 160 bp
[increase decrease
31 December 2018 '
Variable rate instiuments (3,666,207) 3,666,207
31 December 2017
Variable rate iristruments (2,689,428) 2,689,428

CAPITAL MANAGEMENT

The Company’s policy is to maintain a strong capital base {0 maintain c¢reditor and market.

confidence and to sustain future develdpment of the business. Management monitots the growth
of business, asset quality risks and refurn on capital as well as the level of dividends to
shareholders.

The Board of Directors seek to maintain a balance between the higher returns that might be
possible with higher levels of borrowings and the advantages and ‘security afforded by a.sound
capital position.

The Company monitors capital using a ratio of adjusted net debt to adjusted equity. For this
purpose; adjusted net debt is defined as total liabilities, comprising commlssmn-bearmg {oans
and borrowings less cash and cash equivalénts.. A_dJusled equity comprises all components of
equity.-
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LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018
{Expressed in Saudi Arabian Riyals)

CORRESPONDING FIGURES

Certain cortesponding figures in these financial statements have been rearranged and
reclassified, wherever necessary, for better presentation and disclosures. However, impact of
these adjustments are not material to these financial statements.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements haye been approved by the Board of Directors on 26 February 2019.
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