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Independent auditor’s report to the shareholders of Leejam
Sports Company

Report on the audit of the financial statements

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Leejam
Sports Company (the “Company”) as at 31 December 2020, and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (“IFRS”), that are endorsed in the

Kingdom of Saudi Arabia, and other standards and pronouncements issued by the Saudi Organization for Certified
Public Accountants (SOCPA).

What we have audited
The Company’s financial statements comprise:

the statement of financial position as at 31 December 2020;

the statement of income for the year then ended;

the statement of comprehensive income for the year then ended;
the statement of changes in equity for the year then ended,;

the statement of cash flows for the year then ended; and

the notes to the financial statements, which include significant accounting policies and other explanatory
information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing, that are endorsed in the Kingdom
of Saudi Arabia. Our responsibilities under those standards are further described in the Auditor's responsibilities
Jor the audit of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We are independent of the Company in accordance with the code of professional conduct and ethics, endorsed in
the Kingdom of Saudi Arabia, that are relevant to our audit of the financial statements and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

Our audit approach
Overview

Key audit matter * Impairment assessment of non-financial assets

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the
financial statements. In particular, we considered where management made subjective judgements; for example, in
respect of significant accounting estimates that involved making assumptions and considering future events that
are inherently uncertain. As in all of our audits, we also addressed the risk of management override of internal
controls, including among other matters consideration of whether there was evidence of bias that represented a risk
of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the
financial statements as a whole, taking into account the structure of the Company, the accounting processes and
controls, and the industry in which the Company operates.
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Independent auditor’s report to the shareholders of Leejam

Sports Company (continued)
Key audit matters

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

matters.

Key audit matter

Impairment
assels

assessment of non-financial

How our audit addresse

As at 31 December 2020, the carrying value of We performed the following procedures:

property and equipment, right-of-use assets and
goodwill amounted to Saudi Riyals 1,447.9 million
(2019: Saudi Riyals 1,512 million), Saudi Riyals 771.5
million (2019: Saudi Riyals 840.3 million) and Saudi
Riyals 9.4 million (2019: Saudi Riyals 9.4 million),
respectively.

Goodwill is subject to a mandatory annual
impairment test and property and equipment and
right-of-use assets are subject to impairment testing
where there are internal or external indicators of
impairment. Accordingly, management performed a
detailed impairment assessment by comparing the
recoverable amounts of the cash-generating units
(CGUs) against their carrying values to determine that
assets are not carried at more than their recoverable
amounts.

In  determining the recoverable amounts,
management estimated the value-in-use for the CGUs
which was based on a discounted cash flow model.
Value-in-use was based on management's view of key
internal value driver inputs as well as external market
conditions such as future membership subscription
prices. It also required management to make
estimates of growth rates for future periods and to
determine the most appropriate discount rate.

Management has concluded that the recoverable
amounts of the CGUs exceeded the carrying amounts
of the respective CGUs resulting in no impairment loss
to be recognized as at 31 December 2020,

We considered this as a key audit matter as the
assessment of recoverable amounts of the CGUs
requires estimation and judgement around revenue
growth and discount rates, a significant fluctuation in
which may have a significant impact on the financial
results of the Company.

Refer to Notes 4.3, 4.5 and 4.6 to the ac

companying
financial statements for the accounting policies
relating to the impairment of property and
equipment, right-of-use assets and goodwill,
respectively and also Note 3 for the disclosure of
significant accounting estimates and judgments and
Note 5, Note 6 and Note 34 for the disclosure of

matters related to impairment assessment and other
information on property and equipment, right-of-use
assets and gooduwill,

Evaluated the appropriateness of management’s
identification of the CGUs.

Obtained an understanding of the design and
implementation of key controls over the impairment
assessment process comprising impairment indicator
identification and estimation of recoverable amounts.

Evaluated the reasonableness of management's
assumptions and estimates used to determine the
recoverable amounts of the CGUs based on a discounted
cash flow model. This included:

(i) Considered the reasonableness of the forecasts
by comparing the historical results with its forecast.
We also discussed with management to understand
the basis for the assumptions used in the forecast
particularly relating to revenue growth and checked
the reasonableness of membership growth from the
industry analysis supported by third party reports.
We also tested the input data used in the discounted
cash flow model to the relevant supporting
documentation such as, on a sample basis, checked
the lease terms of the CGUs from the respective
lease contracts;

(ii) Assessed the methodology used in the impairment

assessment and the reasonableness of the

discount rate by engaging our internal valuation

expert;

(iii) Checked the mathematical accuracy and logical
integrity of the underlying calculations used in the
discounted cash flow model; and

(iv) Performed sensitivity analysis over key
assumptions in the calculation of the value-in-use
in order to assess the potential impact of a range of
possible outcomes.

Assessed the adequacy and appropriateness of the
related disclosures in the accompanying financial
statements.




Independent auditor’s report to the shareholders of Leejam
Sports Company (continued)

Other information

Management is responsible for the other information. The other information comprises the information included
in the Annual Report of the Company (but does not include the financial statements and our auditor's report
thereon), which is expected to be made available to us after the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we will not express any form of
assurance conclusion thereon.

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

When we read the Company’s Annual Report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance,

Responsibilities of management and those charged with governance for the financial
statements

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

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

Those charged with governance, i.e. the Audit Committee, is responsible for overseeing the Company’s financial
reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion,
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
International Standards on Auditing, that are endorsed in the Kingdom of Saudi Arabia, will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually

or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with International Standards on Auditing, that are endorsed in the Kingdom of

Saudi Arabia, we exercise professional judgment and maintain professional scepticism throughout the audit. We
also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may invelve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company'’s internal control.

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



Independent auditor’s report to the Shareholders of Leejam
Sports Company (continued)

Auditor’s responsibilities for the audit of the financial statements (continued)

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

e Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,

and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in

our report because the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

g
License Number 369

14 February 2021



LEEJAM SPORTS COMPANY
(ASAUDI JOINT STOCK COMPANY)
STATEMENT OF INCOME

(All amounts are in Saudi Riyals unless otherwise stated)

ASSETS

Non-current assets
Property and equipment
Right-of-use assets
Goodwill

Advances to contractors, suppliers and other

receivables
Total non-current assets

Current assets
Prepayments and other assets
Trade receivables

Inventories

Cash and cash equivalents
Total current assets

Total assets

ITY ANDL TIE
Equity
Share capital
Statutory reserve
Retained earnings
Total equity

Liabilities

Non-current liabilities

Borrowings

Lease liabilities

Employees’ end of service benefits (EOSB)
Total non-current liabilities

Current liabilities

Borrowings

Lease liabilities

Accounts payable

Accrued expenses and other liabilities
Deferred revenue

Provision for Zakat

Total current liabilities

Total liabilities

Total equity and liabilities

Chief Financial Officer

Notes

o

34

7,36

8,36
10
36
11

12
13

14

15

14

16

17
18

19

As at 31 December

2020 2019
1,447,915,548 1,512,013,931
771,477,155 840,332,792
9,445,544 9,445,544
13,272,419 17,237,780
2,242,110,666 2,379,030,047
35,328,396 30,465,385
21,245,194 25,480,876
10,559,104 13,252,682
258,073,877 68,070,348
325,206,571 137,269,291
2,567,317,237  2,516,299,338
523,833,610 523,833,610
56,021,218 56,021,218
84,629,236 141,919,268
664,484,064 721,774,096
348,648,639 203,444,653
852,863,246 893,772,931
37,158,533 33,013,250
1,238,670,418 1,220,230,834
138,937,826 131,241,548
67,888,714 62,498,559
52,660,018 28,538,924
78,516,737 43,878,914
326,022,298 302,405,529
137,162 5,730,934
664,162,755 574,294,408
1,902,833,173  1,794,525,242
2,567,317,237  2,516,299,338

Chief Executive Officer

Chairman of Board of
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=7 Ali Hamad AlSagri

Directors



LEEJAM SPORTS COMPANY
(ASAUDI JOINT STOCK COMPANY)
STATEMENT OF INCOME

(All amounts are in Saudi Riyals unless otherwise stated)

For the vear ended 31December

Notes 2020 2019
Revenue 20 659,629,095 944,933,381
Costs of revenue 21 (530,825,619) (584,738,941)
Gross profit 128,803,476 360,104,440
General and administrative expenses 22,36 (76,914,400) (74,142,276)
Advertising and marketing expenses 23 (16,473,288) (19,345,293)
Write off of non-financial assets 25,36  (43,582,965) (9,177,947)
Impairment loss on financial assets 10.1 (2,342,315) (926,958)
Other income, net 24 4,455,976 7,442,544
Operating (loss) / profit (6,053,516) 264,044,510
Finance costs 26 (52,670,076) (52,400,524)
(Loss) / profit before zakat (58,723,592) 211,643,986
Zakat 19 - (5,723,141)
Net (loss) / preofit for the year (58,723,592) 205,920,845

(Loss) / earnings per share — Basic and diluted 27

(1.12)

3.93

The accompanying notes (1) to (39) form an integral part of these financial statements.

L

e\ ‘X

- —
Mohammad Merajuddin Ali Hamad AlSagri
Chairman of Board of
Chief Financial Officer Chief Executive Officer Directors



LEEJAM SPORTS COMPANY

(A SAUDI JOINT STOCK COMPANY)
STATEMENT OF COMPREHENSIVE INCOME
(All amounts are in Saudi Riyals unless otherwise stated)

For the vear ended 31December

2019

205,920,845

(1,639,897)

Notes 2020

Net (loss) / profit for the year (58,723,592)
Other comprehensive income / (loss)
Items that will not be reclassified to statement of
income in subsequent period
Gain / (loss) attributable to the re-measurement of

employees’ EOSB 15 1,433,560
Total comprehensive (loss) / income for the

year (57,290,032)

204,280,048

The accompanying notes (1) to (39) form an integral part of these financial statements.

AW

Mohammad Merajuddin Justin-Musgrove

Chief Financial Officer Chief Executive Officer

Ali Hamad AlSagri

Chairman of Board
of Directors



LEEJAM SPORTS COMPANY

(A SAUDI JOINT STOCK COMPANY)
STATEMENT OF CHANGES IN EQUITY
(All amounts are in Saudi Arabian Riyals unless otherwise stated)

Balance as at 1 January 2020
Net loss for the year

Other comprehensive income
Total comprehensive loss for the
year

Balance as at 31 December
2020

Balance at 1 January 2019
Adjustment on initial application
of IFRS 16

Adjusted balance as at 1 January
2019

Net profit for the year

Other comprehensive loss

Total comprehensive income for
the year

Transfer to statutory reserve
Transaction with owners of
the Company

Dividends declared during the
year (Note 29)

Balance at 31 December
2019

Share  Statutory Retained
capital reserve earnings Total
523,833,610 56,021,218 141,919,268 721,774,006
- - (58,723,592) (58,723,592)
- = 1)433:560 1!433)560
- - (57,290,032) (57,290,032)
523,833,610 56,021,218 84,629,236 664,484,064
523,833,610 35,429,133 154,405,707 713,668,450
- - (94,465,804) (94,465,804}
523,833,610 35,429,133 59,939,903 619,202,646
® - 205920,845 205,920,845
- s (1,639,897) (1,639,897)
- - 204,280,948 204,280,948
- 20,592,085 (20,592,085) -
= - (1014,709,498) _ (101,709,498)
523,833,610 56,021,218 141,919,268 721,774,006

The accompanying notes (1) to (39) form an integral part of these financial statements.

- e 4
== ..-fy s lf
/’IQ N

-

A
)<

-

Mohammad Merajuddin Justin Musgrove == Ali Hamad AlSagri
Chairman of Board
Chief Financial Officer Chief Executive Officer of Directors



LEEJAM SPORTS COMPANY |
(ASAUDI JOINT STOCK COMPANY)
STATEMENT OF CASHFLOWS

{All amounts are in Saudi Rivals unless otherwise stated)

CASH FLOWS FROM OPERATING ACTIVITIES
{Loss} / profit before zakat

Adjustments for non-cash and other itemns:
Depreciation of;
- property and equipment
- right-of-use assets

Finance cost

Rent coneessions

Write off of non~financial assets

Impairment of property and equipment

Gain on-disposal of property and equipment
Impairment of trade receivables, net

Provision for emplayees” end of service benefits

Changes in:
- Prepayments and other assets
~Trade and other receivables
- Inventory
- Accounts payable
~ Accrued expenses dnd other liabilities
~ Deferred revenue

Employee benefits paid-
Zakat paid o
Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Additionsto property and equipment, net

Sale proceeds of assets disposed off

Net cash used in investing aetivities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings

Repayments of borrowings

Finance costs paid

Lédse payments.

Dividends paid

Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at the end of the
year

Non-cash flow transactions

Additions to right-of-use assets and corresponding
lease liability '
Borrowing cost capitalized

Deprecidtion capitalized

Transfers to property and equipment ffrom eapital
work-in-progress - _
The accompanyingnates {1) to (39} form an integral p

AN

Notes

26
6, 24
o5

5

15
19

14
14

6

il

For the year ended 31 December

@se financial statem

2020 2019
(58,723,592) 211,643,986
137,744,940 136,502,386
68,024,883 63,921,278

52,670,076 52,400,524
.(8,1_16,850) -
43,582,965 9,177,947
6,631,011 -

- 87,485

2,342,315 926,958
9,090,103 7,938,812
(7,848,860) 11‘,254;536
3,418,758 {7,615,725)
2,603,578 1,312,297
29,336,274 (16,371,082)
34,637,823 7,850,131
23,616,769 59,177,352
(3,511,260} (3,992,011)
(5:593,772) (3,374,799)
329,995,161 530,640,075
(109,829,723)  {207,966,628)
- 141,105
{109,829,723) (207,825,523}
182,537,287 83,455,068
(119,637,023 (142,945,639}
(19,776,740) (22,010,786)
(73,285,433)  (90.954,540)
- (161,703,688}
(30,161,909)  {274,150,585)
190,003,529 48,654,967
68,070,348 10,415,381
258,073,877 68,070,348
5,103,653 13,560,240
2,655,581 4,011,482
5,934,407 9,506,238
135,360,483 146,934,096

| Mohammad-#erajuddin Jug

Chief Finaneial Officer

Chief Executive Officer

Chairman of Board of
Directors




LEEJAM SPORTS COMPANY
(ASAUDIJOINTSTOCK.COMPANY)
NOTES TO THE FINANCIAL STATEMENTS

{All amounts are in Ssudi Riyals unless otherwise stated)

1. CORPORATEINFORMATION

Leejam-Sport Company {“the Company”) is'a Satudi Joint Stock Company and listed on the Saudi Stock
Exchange. The Compdhy was established in aecordance with the Ministry of Commerce and Tndustry
resolution No. 146/8 dated 29 Ribie T, 1420H (May 6, 2008) and -registéred under commercial
registration (CR) number 4030180323 dated 19 firnada IL 1420H, '

The objectives of the Company drecenstraction, ménagement and opétation of sports dnd entertaining
centers and wholesale and retdil trading in spovts’ clothes and equipment and owxing real éstate and:
constineting buildings necessary toachieve its purposes andiadvertisinig, construction; management and
owning hatels and furhished apartments and other activities that the Company needs to ise:

:Thei(iompaﬁy"s operations of managing sports tenires are located i thie Kingdom of Saudi Arabia (KS4).
and United Aral Emiratés (UAE).

The n’_déress’.of_-the_.(]ompanyﬁ_s '.registére;i~_0'Fﬁce-.<is Thumamah Street, P.O. Box 205245, Riyadhi 11351,
Kingdowm of Saudi Aralija. '

The Company acquired 95% of the outstanding shares of Fitness Tinie for Trading Company Lirmited fn
order to acquire the trademark “Fitness Time?, The trademark s renewable for a period of 10 vears'or
peviods at the option of the Company for a nominal fee. Fitness Time discontinyed its. opérations after
the trademark was transferred to the Coriipany, The managemient believes that Fitness Time is:

“immhaterial 1 the Compdny hence; do niot. cohsolidate the results of operations of Fithess Timeand its
finanieial position’in the financial statenients of the Company,

The detaild of the branches of the Company has heen disclsed in note 38 to these financial statements;
2. ‘BASIS OF PREPARATION

2.1, Stitement of compliance

These financial statemenits have been prepared in accordance with International Finaneial Reporting
Standards (“IFRS”), tliat.are endorséd in the Kingdom af Sandi Arabia, and other standards and
pronountements issued by the Sandi Organization for Certified Pulilic Accountants (“30CPA7),

2.2, Historiedl cost eonvention

These finan‘éi'al[statéments have been prepared.on a going concérn basis under the historical cost
conventior;, except ds diselosed in thigse financial statements.

2,3, New standard and amendiments adopted by the Company-

The Company has applied the following standard and amendmeritto existing standards for its reporting

from'1 January 2020;
2,3.1. IFRS 16 — COVID-19-Related Rent Concessions

The Cotiipariy has early adoptéd:-the GOVID:19-Related Rent Congessions — Amendment to' IFRS 16
issued on 28 May 2020, effoetive for-annual periods beginning on‘orafter 1 Juhe 2020. The amendment
introduces.an optional practical expedient for leases inwhich the Conipanyis a lessee —i.e; Torledses to
which the:Company applies the practical expedient, T Company s not required to assess whether:
eligible rent concessions that are a direct consequence of the COVID-ip coronavirus pandessiie-are Jease
modifications. The Company has applied the dmendment prospectively, The amiendment has nio tmpact
oh retained earnings s at 1 J: anuary 2020, Also, please refer note.24 to-these financial statements,

2.3.2. Other amendments to 'stai._i:dards
Certain. other amendmeéhts to standards becdnie applicable for the currerit reporting period: The

Company did not have to charigeits aceounting polities or make rétrospective adjustments as a result
of adopting these améndpients to standards.

10




LEEJAM SPORTS COMPANY

(A SAUDIJOINT STOCK COMPANY)

NOTES TO THE FINANCIAT STATEMENTS'

(Al ammounts ave in Sandi Riyals unless otherwise stated)

2, BASIS OF PREPARATION (continued)’

2.4. NewIFRS standards, amendments to standards and interpretations not yet
adopted by the Company

Certain new accounting standards, amendimentsto standards and interpretations have been priblished
by the TASB that aré not' mandatory for 31 December 2020 teporting periods and have not heen early
adapted by the Corapany, except 4s disclosed in xiote 2.3.1 dbove. These standards ate not expected fo
have & material impact 61 the Company’s financial statéments inthe eurentor future reporting periods,

3. USEOF ESTIMATES, ASSUMPTIONS AND JUDGMENTS

The preparation of the financial statements in cohformity with JRRS requires the use of ¢ertain. critieal
estimates and. judgments that affect the teporied amounts of assets and Habilities and disclosuré of
contingent assets and liabilities at the réporting date and the reported amonnts of reveriie and eXpEDSES
during the reporting peiiod, Estimates and judgments are coptinually evaluatéd and are based on
histbrical experience and other factors, intluding expectations of fufure events that are believed to be
reasonable under thé cireumstances. The Compary makes estimates and judgments coricerning the
futpre. The resulting accounting estimates will, by definition, seldom equal the related dctual results,
The: estimnates and judgements fhat have a risk of edusing 4 material adjustment to the carrying sipounts
of assets-and liabilities within the next twelve-month period are discussed helow: ' '

Ei)- Goihg concern:

The consequences of Cavid-19 materially affected the Company's husiness singe the Company had to
close all its fitness centers in the Kingdom 6f Saudi Arabia from 15. March 2020 to 20 June 2024,
Moreover, as per the government instruetion, all the fitness cénters have been closed: subsequent to. the
_year end from 4 Februayy 2021 for a-period of 10 days.

Management has made an assessment of the Compary's ability to continue as a going coneern andis.
satisfled that the Company has the respurces to continue in business for the foreseeable fiture.
Moreovér, hanagément is not aware of any material uncertainties that may.cast sigiificant doubt upon
the Company’s abilityto continue-as going ¢oncein. Therefore; the findneial statements are prepared on
a goingcancern basis, Also see Note 32,3 (Liquidity risk). -

(i)  Impaifmént test for non-financial assets, including goodwill (see note 34)

-Judgment is required in asséssing. whether certain factors would be congidered an indicafor of
impairment. Management considers both internal andexternalinfofmation to deterntine whether there
is-an-indieator of impajrment present ind, accordingly, Whether impairment testing 3§ required. When
impairment testing is required, discounted cash flow model is used to determine the recoverable amount
of respective cash generating unit (CGU)), Significant assumptions used in preparing discounted vash
flow maodel include dverage ievénue growth rates, expected future cash flows, operating costs, capital
expenditures and discount rates. These ihputs and assumptions are based oin managernent's best
estimates and are constructed based upar historic experiériée and management's bestestimate'of fiitine.
trends and performzance and take into aceoint anticipated efficiency improvemenits overthe forecasted
.period, '

@ii)  Assumptionsfor cm'p]dyees EOSE provision (seeé note 15}

The cost of the defined benefit plan.and the present valie of the obligation are determined using’
actriarial techniques. Anaciuarial valuation involves making variqus assumptions whichmay differ from

actual developrents in the future, These include the determination of the diseount rafe, fiture salary

inereages, mortality vates'and other factors.

Dueto the complexities involved in the valifation and its long-term nature, a.defiried benefit abligation
is-sensitive to changes in these assumptions, All assumptions-are reviewed at each reporting date. The
mortality rate is hased tn-publicly-available mortality tables, Those mortality tables tend to change onily
at intervals in response to demographic-changes. Future salary incredses, are based on expected future:
inflation rates. ' '

1¥




LE'BJ'AI\HI SI’ORTS COMPANY

'(A SA.UDI J OINT STOCK COMPANY)

: NOTES TO THE FINANCIAL STATEMEVTS
(All:araounts are in-Saudi Rivals-unless othierwise, stated)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant ‘acctlutltlng policies applied by the Company in the preparation of these francial
‘statements are set out Below: These policies have been consistently applied to all years. presented,.
unlese otherwise stated in these finaneial statements..

4.1, ‘Foreign currendy translation
(a)' Functional and presentation currency

Itemis included. in the financial statements of the Company are measured using the eirreney ‘of the
primdry economic environrnent in which the entity operates {“the functional curreney"). The finasicial

statements are presentedin "Saudi Riyals" ("SAR™, which is the Company's presentation and fanctional
curkency.

{b) Transactions and balances

Foreign currency tratisactions dre translated into the furictional currency-using the exchange: rates at'the.
dates of the transactions. Foreigrn exchange gains and losses resulting from the settlement of such:
transachons and from the transiation of rmonetary ‘assets and Mabiliies denominated in foreign

currenciés. at year end exchange rates are generally recogmzed in' the statement of comprehensive
income,

4.2, Business combinations.

The acquisition méthiod of accouting is used to #ceount for all business combinations, regavdless. of
whether equity instruments. or other assets are acquiréd. The consideration transferred for thé
acquiisition of a subsidiary comprises the:

¢ fair values:of the assets transferred;

Habilities'incutred o the former owners 6f the acquived business;

equity interests Issued by the Compdny,

fairvalue of anyasset or Hability resultmg from a contingent consideration’ arrangément; and
fair value.of any pie- -ekisting equ:ty‘mterest i the sub51d1ary

# % B B8

Identifiable assets acquired and liabjlities and contingent liabilities assumedia ahusiness combination
are, With limited exceptions, measured initially at their fair values at the acquisition date..

*Thé Company recégnizes any non-controlling intevest in the acquired entity on an acquisiion-by-

acqulsmon basis either at fau' valoe or at the. non-controllmg interest's plopnmonate share of the.
-acquired entity’s fiet. identifiable assats.

Acquisition-retated costs are expensed as incurred.

The excess of the
» consideration rransfetred,
» amount of any non-controlling interestin the aequited. entity, and
s acquzsmon -date fais valne of any previbus. équity’ mtcrest in the acqitired entity

over the-fait valuie of the net identifiable assets acquited is recorded as goodwill, # thosc amourits are
lésg'than the fair ¥alue of the nét identifiahle assats of the business.acquired, the difference is recognized
directly in the statement of ineome as a bargain purchase.

If the business combinatior is achieved in stages, the aequisition date cariying value of the acquirer’s
previously tield eqmty interest in the acquiree is re-measured to faiy value at the acqulbmon date. Any
.gains arlosses ddsing from. éuch re-measuremerit are recognized in the statérent of incore.
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LEEJAM SPORTS COMPANY

{ASAUDI JOINT STOCK COMPANY)

NOTESTO THE FINANCIAL STATEMENTS

(Al amrounts arein Sandi Riyals unless atherwise stated)

4. SUMMARY OF SIGNIFICANT ACCOUNTING PQLICIES (continued)

4.3. Property and equipznent

subseque b medsurenne

Property mid equipmentextept 1and, aie stated at.cost less accumulated depréciation and accumulated
.imipairment losses, if any. The cost less éstimated tesidual value of pidperty and gquipiment if any, is
depreciated on-a siraight-line basis over the estimated useful lives of the respective:assets. Land is stated
‘at cost, B o | |

Cost iricludes expenditure that is directly ativibutable to the acquisition of the asset. The cost-of self-
gonstructed assets includes:

¢ the cost of materials and divect labour; ' _ _

o any other costs-directly attributableto bringing the.assets to.a-working condition for their intended
iisey ‘

» whenthe Companyhas an ebligation to remave the asset.or restore the site, ay estimate of the costs:
‘of dismantling an_d-'iiemox?ing.-the-:'i;enm and restoring thesitg on which they aré located; and

»  capitalized borrowing costs, during the constriction phase. '

(i) Depreciation

The estimated nseful lives of the prinéipal classes of property and equipment are as follows:

Buildings 4% —13% or'the lease tetrm
Motorvelicles 20%
Sportstools and equiprment B 10%
Electrical equipment and air conditioners 1084
Coiputers 20%-
Furnitire and office equipinent 12.5%.

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

(i) ‘Subsequent costs

Subsequent, costs are included in the asset’s carrying amount or recognized ‘as.a separate asset, as
appropriate, only when.itis probable that future-economic bengtits associated with the item will flow to”
the Company and thecost of the item.can be-measured reliably. The éarrying amount of any component
accounted for-as-a sepatate asset is derecogriised when replaced. All other repairs and maintenance are
charged to the statenient of incomie during the reporting period it which they are incurred.

{ivy  Imipairmentof non-finangial assets.

Non-fiiancial assets are reviewad for impairment wheneverevents or changes in ¢ireumstances indicate

[hat the carrying amount 1may not be recoverable. An itnpairment loss is recognized inthe stitement of
income furthe amountby which the carrying amount of the asset exeeeds its recoverable amount which
is the higher of an dsset’s fair value less cost to sell and valde-in-use. For the purpose of assessing
impalrment; assets afe grouped at lowest levels for which there are separately identifiable cash flows-
(cash-generating units). Non-finaficidl ‘assets that suffered impairmient are veviewed for possible
reversal of impairment at-each reporting date. Where:an impairnient loss subsequently reverses, the
carrying amount of the asset or cash-generating unit is ipcreased to the revised estimate of its
recoverable amount; but the increased carrying amount should not exceed the cartying amount that
‘would'hdve been determined, had.no impaiiment loss been recognized for the assets or cash-generating
unit in prior years, A reversal of an impairment loss is recognized as income {mmediately in the
statement of ingome. ' '
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LEEJAM SPORTS COMPANY |

{ASAUDI JOINT STOCK COMPANY)
NOTES TO THE FINANCIAL STATEMENTS

(All amounts are in Saudi Rivals unless otherwise stated)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (coptinuéd)
4.3. Property and equipment {continued)
8%] Deiecognition

Property and' equipment are de-recoghizéd when they have been disposed of no. future ecoromic

benefits are expected te arise from their vse or disposal. Gains or losses arising from de-recogiitian of

an item of property and equipment is included.in the statement of income at the tifne the'item is de=
recoghized,

4.4 Capital work in progress

Capital workin progress is stated at cost less impairment losses, if any, and ineludes ceftain’ assets-f-ha’;_
have been acquired but are not ready for their intended use. These assets are thansferred to relevant”
assets categories and are depreciated once they aré available for their intended use.

4-5..Teages

A contract is, or contains; a lease if the contract conveys a right to contral the use.of anidentified asset
for a period of Hme in exchange for.consideration.

Atthe lease commencement daté, the Company tecognizés a right-ofeuse aiset dnd a corresponding lease
liability-with respect to-all lease agreementsin which itis thelesses, except forshort-term leases {leases
with a fease terim of 12 months or less) and 1eases of low-valte assets, for whichthe Company recognizes-
the lease payments- as-an-operating expense (unless they ave-incurred to produce assets) on a straight

line basis over the term of the lease unless-another systematic basis is mote representative of the time

pattern in which. ecoriomic benefits from the leased asset are consumed. ' )

The lease Hiability is initially measured at the present valué of the lease payrients that areniot paid-at the
commencement date, discounted by vsing the rate implicit in the lease. IF this rate cannot be readily
determined, the Coripany uses its incremental borrowing rate! In general, the Compdny uses ifs
intreméntal borrdwing rate a5 the discount rate which has been used to measure all thie lease linbilitfes

recognized.
Lease payments included in the measurement of the lease ,l'iability'cdmpl:ise:

-e  fixed lease payments.(including ini-substance fixed payments); less any lease incentives;
> varighle lease payments that depend on an index o rate, initially measuved using the index or rate
atthecommencement datey _ _ )
the-amount expected to'be payable by thé lessesunder residual valug guarantees; _
¢ ‘théexercise price of purchase opticns, ifthelessee is reasonablycerfain to exércise the options; and
payments of penalties for terininating the lease, if thie lease term reflects the exercisé of an aption to
‘terininate the lease, ' . ' S

The lease Hability 75 presented as. a-séparate line in the statement of financial position, classified as

current and non~curent.

“The leage Hability'is:subs ﬂuent'l_}{ measured by inclcasing the.cdrrying amount to reflect interest on the
‘leéase liability (using the.effective interest rave method) and by reducig the carrying smount to reflect
the lease payments made. ' T

“The Company remieasures the leage liability (and makes a ¢orresponding adjustment to thevelated right-
of-use asset) whenever: ' '

o thelease teri has changed or-thére is a change in the assessment of exercise of a purehiase option,
In-which case the lease liahility is remeasured by discountiiig the revised lease payments using a
revised discouwrit rate;, '

* the ledse payments change-due to ehangesin an.index or rate or a change in e:_;pe_qted&myment,uq_def
a guarantéed residual value, in which cases the lease liability is remeasured by discounting the.
‘Téviged lease payments using the:initial discount rate (unless the lease paymrents change is-due to a
change in a flodtihg interest yate, in which tase a fevised-discount rate is used); and

s @ Jeage contract is modified and the lease modification is not aceounted for-as a separate lease, in

-which case thelease Habilityis refneasuted by discounting the revised lease paynients using a revised

diseount rate,
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LEEJAM SPORTS COMPANY \
(A BAUDI JOINT STOCK COMPANY)
‘NOTES TO THE FINANCIAL STATEMENTS
(All amounts arein Saudi Riyals unless othaiwise stated)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
4.5. Leases (contintied)

The right=of-use assets comprise the initia] measurement of the corresponding:lease liability, lease.
payments made atof before the commencerment day and any initial divect costs, They.are subsequently
measured at costless acenmulated depreciation. and impairment Josses, Impairment loss is recognised
when the recoverable/araount is less than the carrying amotint and only assess for impairiment when

there is any indication of inpairment,

Right-of-use assets are depreciated over the shorter period of the lease term of the economis useful life
of the underlying asset, If a lease transfers owriership of the underlying asset or the cast of the right-af-
use asset reflects that the Company expetts to éxercise-a purchase-option, the related right-of-use agset
is depreciated over the economic useful life of the underlyifig asset, The depreciation starts at the
commencement date of the lease. :

‘The right-of-use assets are presented as 2 separate line in the statement of fimancial position, unless the
right-of-use-asset meet the-definition of investment property and in'such case, it is presented in the
staternent of fiiancial position within investment property.

Variable rents :th'z_i.t\.do ni:it'dépenﬂ on:an indéx or rate are not inclided in ‘the measurement the lease
Hability and the right-of-use asset, and the related payments are recognizesl ag.an expense (unless they
are incurred io'produce assetsy in the périod in’ which the event or condition: that triggers those:

payments-oceurs;

‘The Co 30 legso

When the Compétiy acts asa lcssor; it determines at leaseiniception whether each lense is a finance Jease
or an-operating ledse. To classify each lease, the Company makes an overall assessinenit 6f whether the
lease transiers 'suhstantial}y.zill of the risks and rewards incidental to ownership of the underlying asset,
In such.case the lease is a finance ledse, Gtherwise itis an opérating fease.

When the Companyis an intermediate lessor, it aceotints-for its intevests in the head lease and the.
sublease separately. It assesses the lease classification of 3 sub-lease with reference to the right-of-use

agset arising from the head ledse, fiot with reference to the rinderlying asset.

If an arrangement containg lease and non-leasa camponents, then, the Company applié;‘ IFRS15.To

allocate. the considerationin the contrdet, The Company applies the derecognition and impairment
requitements 1o IFRS g to the finance leasereceivables. C

Lease payments received under operating leases ate recognized as income on a suaight-ling basis over:
the lease term as part of othey income: '

4.6. Goodwill
Q) Initialrecognition

The Company measures goodwill at the date.of acquiisition as:

@ the fair value of the considérdtion transferred; plus
. the recognised amount 6f any non-controlling interest in the acquiree; pliis
» if.the business combination is achieved in stages, the fair value of the presexisting equity-
interest in the-acquiree. _
v over the net recognised amount (generally fair value) of the identifiable assets acquired and.

linbilities ngsumed. Any goodwill that arises is tested annually for imp airment.
i) . Subsequent measurement
Subseq;ue‘.nfd_}?;.-.gocdwﬁl" is measured at cost less.accumulated impairment losses.

{iii)  linpairinent.ofeo

Goodwill is tested forimpairment anmally as.at 3t Decenibierand when circumétances indicate that the.
carryingvalue may be impaired, Impajrment is determined by-assessing the recoverable smountof each
CGU for group of CGUS) to which the goodivill velates. Where the recoverable amount of the cash-
generating unit is less than its ¢atrying amouiit, an impairment 168s is recognised,

Impairmentlosses relating to goodwill earinat be reversed in fiture periods,
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‘L}:EJM’I SPORTS COMPANY

(A SAUDLJOINT. STOCK COMPANY}

NOTES TO THE FINANCYAL STATEMENTS

‘(All amnounts:are in Saudi Riyals unlass otherwise stated)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

4,7 Financial instruments

{1)- Financial asscts-

Classifieation of financial assets depends o1 the Company's business model for wanaging its financial
assets and thecontractual terms of the cash flows, The Company ¢lagsifies its firancial assets as financial

dsbets measured at amortlsed ‘cost.

Ttade receivables are held to eolflect contractual cash flows; whichare expeetedio give rise to cash flows
representing solely payinents of prineipal and interests, and measured at amortised cost,

Initial measurement
Financial dssets #re niedsured initially at its fair value plus transaetion costs,
The Comipany assesses on.a forward-looking basis the Expected Credit Losses (“BECL") associated with

its financial assets carvied‘at aniortised cost: ECL represents eredit losses that reflect an unbiased &nd
probability-weightéd amount which is determined by evaluating'a range of possible 6utcomes, thetime

value of money and reasonable and supportable information-about past gvents; current ¢onditions and .

forecasts of future economic conditions, The financial assets of the Company subject to ECL are the cash
in banks; trade atid othex receivables. As at 31 Decembier 2020 the iinpact of ECL on trade receivables
18 expluned in-Note 532:1. The ECL iripact onthe cash in banks is immaterial as the counterparties are
repuitable findneial institutions with sotind external eredit ratings,

De-recognition
A findneidl asset of a part of 4 financial asset is de-recognised when:

»  The rights to feceive exsh flows from thie asset have expired, or

» The Company has transferved its ughtn to receive cash flaws from the asset-dr-has assumed, an
Gbligation to'pay the received cash flows in full without material delaytoa  third party.underd ‘pass-
through’ arrangéiment; and efther:
- The Commpany has transferred substantially all the risks and rewards of the asset, or

- The Company.has neither transferred nor retained substantially all- the risks and r ewards.of the
-assef, but has transferred contrel of the, gsset.

(if) Financial Habiliies

All financial Halilities are recognised atthie tiie when the Compiny becomeés 1 party to-theicontractual
provisions of the instrument, Pinancial labilities are vacognised Initially at fair value less any divectly
attributable transaction cost. Subsequent:to. inftial recoghition, these are messured:at amortised cost
usging the effective interest methoed.

Afinancial liability.is de-tecogriised when the: obhgatmn tinderthé liability is discharged ot cancelled or
expired. Where an existing financial lability is replaced. by-another from the same Jender on
substantially different terms, or the terms of an existing liability-are substantially modified, such an
exchange of miodificatiori is treated as-a de- recognition of the origlnal liability end the recognition of a
mew lability, and the differencé in respeetive Carrying dmounts is fecognised in the statement of
comprehenswe loss. The Company’s finaneial Babilities include trade payablesand acerved experisés,
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LEEJAM SPORTS COMPANY

(A SAUDLJOINT STOCK COMPANYy

NOTES TO THE FINANCIAL STATEMENTS

{(All amounts are in Saudi Rivals unless otherwise stated)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
4.8. Inventgries

Inventories comprises conisumablés (shampoos, saniitizers, spare parts and gtherrelated stafff kept at
the. fithess centers. Tnventories dare stated-at the lowsr of cost-and nét realizable vahie. Cost includes.
expenditures incuried in-acquiring the inventortes, and other costs inenrred in bringing them to their
extsting location :and condition. -Costs dre asmgneci o individual items of invertory on the basis of
~weighted average method. Costs of purchased inventory are determined ‘after dediefing vebates and
discounts if any.-

4.9. Cash and cash equivalents

Cash and cash equivalents in the statement of findncial. position comprise cash in bauks and on hand
4rid time deposits with eriginial maturities of less than three months, less restricted cash. Cashand cash
gquivalents arg earried at ariortised cost.

410, Short-term deposits

Short-term deposits include placements with banks and other short-term highty liguid investments-with
‘originial matwrities of three-mohthis or move but hot more than ane- year from the pur clnsc. date

4.11. Share capital.
Ordinary-shares are elassified as equity.
4:12. Borrowings

‘Borrfowings are recognized initially at fair value, net of transaction costs incurred. Borrowings ate
‘subsequently measured at amortised cost. Any.differenice betwean the proceeds (net of transaction costs)
anid the redemption:valye is recognized in the statement of income gver the peried of the Borrowings
using the effective interest rate:methad. Borrowing.cost are Tecognized under finance charges in the
period in which they dre incurred.

Borrowings are classified as eurrent Hiabilities unléss:-the- Compa.ny has an-unconditicnal vight to defcr‘-
settlement of the liability for at 1¢ast 12 months after the reporting period.

Borrowa.ng costs that are.directly attributable to, the construction and / or'development of a qualifying
asset-are capitalized up to stage when substaritially-dll the activities necessary to prepare the qualifying
assét for its intended use are completed otlicrwise, such costs are charged to'the statement of incorne,

Borrowings dve derecognized from the statement of financial position whet the obhg'itlon specified in
the tontract is discharged, cancelled or expired, The differénce between the carvving amount of a
finaneial Hability that has been extingiished or transferred to anvtherparty and the corsideration paid,
including any non-cash agsets tr. ansferred ar liabilities assumed, is recognized in statement of incotme’
as otheri ircome or ﬁnance costs.

4.33. ‘Employecs’ benefifs

(i) Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A hablhty is récognized
for the amount expected 10 be paid if the Company has a presént legal oi-constitictive-obligation.to pay

this amount as & result-of past setvice provided by the employée and the obligation can be estimiated
reliably.

The Company dperates & post-employiment benefit plan driven by the local laws of the respective.
eountries in-which the Company operates.
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LEEJAM SPORTS COMPANY _

(A SAUDI JOINT-STOCK COMPANY)
NOTES TO THE FINANCIAL STATEMENTS

{All amounts are in Saudi Rivals unless gtherwise stated}

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
4.13. Employees’ beniefits (continued)

Valuations of tha obligations under the plan are carried out usingactuarial techniques:on the projected
unit eredit méthod, The tosts relating to sueh plan primarily consist of the:present value of the henefits-
attributed on-an equal basis to each jyear of servicé dnd the iritetest on this obligation in respect of
giployee servicedn previous years. ' '

‘Curent and past service costs related fa post-employinent benefits are recognized immediately in the
statement of incorme while vavinding of the lability at diseount rates used ave recorded as finance /
‘interest cost. ' ' '

Re-measurenent gains and logses arising from experience. ddjustments and changes in actudrial
assumptigns are recognized directly in sther compreherisive income and transéétred divectly to rétained
earftings inthestatement of changés in equity in the petiodin which they oecur.,

Changes in the. present value of the defined ‘benefit obligations resulting from. plan aitendiients or
curtpilments are recognized immediately inthe statement of income as past service costs. End of service
payments are based on gimployees’ final salaries and allowances and their cumulative vears of service,
as stated in thelaws.of thie réspective countries in which the Company operates.

4414, ‘Trade and other payables

Trade payables are obligations:to pay for goods and services that have heen acquired in the ordinary
coutseé of business from suppliers. Trade payables-are classified as‘current Habilities if payment is due
within one yedr orless. If not, they are preseiited as rion-current liabilities. Trade payables are
recoghiized initially-at fair value and subsequently medsured at arfiortized ¢ost using the effective ihterest’
rate method.. -

4.i5. Dividend distribution

Dividend payable is vecognized for the amount af any.dividend.declared being appropridtely authorized
and no longer at the diseretion of the Company; on or beforé the end of the reporting period but mot
distributed at the end of the reporting period, ~

4.16. Zakat

The Company is subject to zakat in accordance with-the regulations of the General-Anthority of Zakat-
and Tax (the "GAZT"). Zakat, for the Company is.calerilated based:on higher of approximaté zakat base
and adjusted netincome and charged to-the'statément of income, Additional amounts payable, if any,

at the finglization of final assessments are-accounted far when such amounts are determined,

Withholding taxes

The Company also withholds'taxes on certain transactions with non-resident partiés in the Kingdom of
Saudi Arabia as reguired under Saudi Arabian Ineome Tax Law.
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LEEJAM SPORTS COMPANY

(A SAUDI JOINT STOCK COMPANY}

NOTES TO THE FINANCIAL STATEMENTS

(All amounts arein Saudi Riyalsunless ctherwise stated):

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (¢continued)

4-17.  Revenue

Type Qi"‘?roduct

......

(b) Personal tratning

Nature and timing of
satisfaction of performame
obligations, including-
sigiificant payment terms

Performance obligation is satisfied

over time during the-subseription
peridd. For individual customers,

payment is received in advdnce, For
corporates,  consideration  is

received based on credit terms

agreed  with  the’ corpomte
customars.

Performanee obligation is satfsfied
over Hime hased on persanai
traimng {PT) sessions. Payment is

Revenue recognition
under IFRS 15

‘Subscriptions and. memberghip fee

are recognized as  revenue

systemnatieally over the térms of the
subseription  pericd.  The
subsc_rip_tipn fee, received in

advance, is initally regognized as
deferred reverue and subsequently:
‘amortised over the subseription

period.

Personal  training fee are
recognized as revenue as and when

related Services are rendered and

received in advarce, peiformance.  obligdtion  ate
satisfied. Fée raceived hiadvarniceis
initially recognized ‘as deferred
revenue and, subweqnently“
récognized when PT sessions are
conducted or training pericd ends
whicheveris earlier.

{cy Rentalincome Performance obligation is satisfied Rentdl’income. is recognized on a
over time dumng ‘the Jease period, straight line basis pyerihe: terms. of
Payment is icceived ‘based on theleaseagreéements.

-contraetual terms with the feniants,

The Companv does nat expect to have any contracts where the period between the transfer of the
promised services to the customer and paymént by the customer exceeds one year. Asa ¢onsequente,
the Campany does.net Rd]llsl‘. any-of the transaction prices for the time: value-of money.

418. Costs of revenue and other expenses

Costs of revenue consists of direct and iudirect costs giising in connection with the generation of

revenue, Allocations between costs of revenue; advertising and marketing and genéral and

administration expenses, when required, are made on a consistent basis depending upon the natureof

the expense.
4.19. Provisions

Provisions are recognized when the Coinpany has a present legal or constructive, obligation as a vesult

of & past event it is probdble that an-cutflow of résources embodying econoimic benefits will be required.

to settle the obligation-and the amount can be reliably estimated, Where thers are a numboer of similar
obligations, the likeliood: that-an outflow will be required in'settlement is determined by considering
the class of ohligations as a whole, A provision is recognized. even if the likelihood of an ohtflow with
respect tg any one item included in the same ¢lassof obligations may be.small. If the effect of the time
value of money-are material, provisions-are dlscounted using a current pre-tax rate that reflects eurrent
market assessments-of the time value of money and the risks'specific to the liability.
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LEEJAM SPORTS COMPANY

{ASAUDI JOINT STOCIK, COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

(Al amounts are i Saudli Riyals dnless otherwise statedy

4.

4.20.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Crrrent versus nop-citrrent-classification

The Company presents assets and liabilities in the statement of finuncial position based on curcent /
non-current classification, Ap assetis current when ftiss

Expected to be realized or intended to be sold orconsumed in the normal operating eyele;.

.Held pmmanly for the purpose:of trad.ing,

Expected ta be realized within twelve moriths after the reporting dite; or

Cash and cash equivalents uniess restricted from being exchanged orused fo settlen liability for

at Jeast twelve months from the rfeporting date:

Allother assets are classified as non=current,

A-Iiabilit_y i eurrent when:

¢ B e @

Ttigexpected to be settled in the normal operatmg cycle;
Tt is held primar ily forthe purpose of: trading;.

Itis expeeted-to besettled within twelve months after the repoiting date; or

There i unconditional tight te déefei the seftlement of the lability for at least twelve. months
from the reporting date.

Al other Habilitles are classified as non-current,
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LEEJAM SPORTS COMPANY

(A SAUDI JOINTSTOCK COMPANY)

NOTES TOTHE FINANCIAT STATEMENTS

{All amounts are in Saudi Riyals unless otherwise stated)

5. PROPERTY ANT EQUIPMENT (continued)

5.1 The depreciation charge for the yearis allocated as follows:

2020 ZO1LY

Costs of revenue {Note 21) o 135,252,233 132,848,172
Gefieral and administrative expenses (Note22) 4,492,707 4,054,214,
137,744,940 136.9 02;38.6

5.2, The Capital WorkiiniProgress (“CWIP")as of 81 December 2020 represents coustruction costsand.
capital equipment gmounting to SAR 10686 million and SAR 24.72 million (2019: SAR 143:84
million and SAR 41.5¢ million), respectively,

The total borrowing cost capitalized under’ CWIP during the year dmount to SAR.2,66 million
(2019 SAR 4.01 million), and the capltahzanon rate was:2:41% (2619: 4. 0%, In addition, liigerast
in respect of lease liability smounting fo SAR 5 mi llion {2019; SAR'8.1 million).was capitalized for
urider construction fithess cantr ‘25,

5.3. During the‘cutrent year, the Company has recorded an impéiment charge amounting to SAR 6,6
million {2019: NilJj against the ¢losire.of one ofthe fitness ceriter which-was Jocated.in the Central
Region and was constructed on leased fand, based upon the request from the landlord.

.5.4. Net bookvalug of: ‘buildings amouriting to SAR 5 58 million (2619: SAR 7.1 miillion) are constricted
on land owned Ly the Company.

6. LEASES
The Company holds. various propetties an.Jeases op which fitness centers were constructed. Rental

contract periods rangés between ¢ 16 24 vears, Leaseterms are negotm’:ed on an’individual basis and
«contain a widevange of different terms and conditions.

_ 2020 2019
Right-of-use assets _
Gpening balance 840,332,792 900,000,068
Additions during the year 5i103,653 13,560,240

‘Depreciation o o _
- ‘charge for the year - (68,024,883) (63,321,278)
- capitalized formder eonstruction finess centers . {8,084.407) . (0,006218)
Closing balance 771,477,155 840,392,792
Lease Habilities
Upening balance 956,271,480 991,134,679
Additions during theyear 5,103,653 13,860,240,
Lease payments for the:year (73,285,433)  {90,054,546)
Rent concessiongon: lease payments (Note 24) (8,116,850) -
iriterest expense for the,; year 35,685,575 34,450,571
Interest capitdlized for under construckion fitnass eériters 5,002,525 . 8,100,540.
Closing balance 920,751,660 956,371,400

Lease liabilifies: _ _ .
Non-ciirrent portion 852,863,246 803,772,031
Current portion 67,888,714 62,498,559

o _ 920,751,060 ___ 056,271,400
Expense recognized in the statement of incoine i relation to leases for the year énded was as follows:

2020 2019’
Depretiation on right-of-use assets. (note 6.1) 68,024,8 813 63,321,278
Interest gkpense on leage habﬂmes {note 26) . 85:685,575 . 34,450,571
“Total 103,710,458 47,771,849
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LELJAM SPORTS COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS:

(All amounts are in Saudi Riyals unless otherwise stated)

6.  LEASES (continued)

6.1, Depreciation onright-of-use asséts isallocated asfollows:

2020 2019
Costs of revenue (noke 21) - 67,209,006 62,601,455
General and administrative ‘expenses (note-22) 815,877 fug 825
Total 68,024,883 63321978

6.2: Short-termand lowvalue leases expense for the year amounted g SAR 2.8 million (2019: AR 2.9,
million). : ; '

7.  ADVANCES TO CONTRACYORS, SUPPLIERS AND OTHER RECEIVABLES

20260 A9
Advances to contractors in'respéct'of construction of fitness. o _
centres 10,120,199 11,394,300
Advances to suppliers against purchase of sports equipments 3,152,220 4;318,089
Other receivables ' ' - 1,525,391
13,272,419 17237780
8. PREPAYMENTS AND OTHER ASSETS
2020 2019
Non-financial.assets o
'Prepayments 15,630,895 10,513,409
Advanees to suppliers 15,745,590 7,000,375
. 34,376,485 27,413,874
Financial assets
Otherfinancialassets . 3,951,911 3,051;511
35,328,396 30,465,385

9. RELATED PARTY TRANSACTIONS AND BALANCES

Related parties of the Coriipany comprise of its shiaréholders having control or significant influence,
unconsolidated -subsidiary company, entities: with common directorship ddd key manggément
pérsonnel. The transactions with related pardes are carried out in-6rdinary course of business and.are
based ox terms mutually agreed between the parties.

9.1, .Sighiﬁcanf-relafed parties’ transactions

2020 2019

Renumeration of directors and key management personnel 6,707,812 8,856,840

Leaserentals paid ta.a shareholder o 3,400,000 3,400,000
Subscription sold t¢ a company where-a shareholdet has '

interest:
- Al Sagei Holding 143,174 125,774
9.2, Significantrélated party’s balance — tradée receivables.
{ROR0 2019
Al Sagri Holdinig 150,088 7,817
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LEEJAM SPORTS COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL-STATEMENTS .
(All amounts are {n Sauci Rivals unléss othierivise stated)

10. TRADE RECEIVABLES

2020 2019
Subscriptions and membership receivables 18,839,805 21,157,467
‘Rentals receivables: 10,287,609 0,863,314 _
29,127,414 31,020,781
Allowance for impairinent (Note 10,1
- Subscriptions and membership regeivables {966,460) (727,201)
- Rentals veceivables (6,915,751) (4;812,704)
(7,882,220}, (5,539,905)
2L,245,194 25,480,876
10:1, Movem ent inallowance for imp_ airmentin tra_ﬁ{e recsivablesis as follows:
2020 2019
LJanuary 2020 5,539,905 4,012,947
Charge for theyear 2342315 926,958
31 December 2020 7,882,220 5,539,005
11, CASH AND CASH EQUIVALLENTS
2020 2010
Cash in hand 2,101,053 2,720,766
Cash at bank ~ Cll'I"I-'Ent"a..bcbuhfS' 155,972;824 65,349,582
Short terim deposits {noter11.1) 100,000,000 .
_258,073.877 68,070,348

11.1.Thése are placed with . local banl as ihterest bearing deposits which are based on prevailing

nmarket interest rates and have original tnaturity of less thari three months,

12, SHARF CAPITAL

The issued share capital of the Company is SAR 523.8 million (31 Deceriiber 20 197 SAR 523.8 million]
divided into 52.3 million (31 December 2019: 52.8 million} shares with a nominal value 6f SAR 10 each,
13. STATUTORY RESERVE

1n accordance with Regulations for Companies-in Saudi Arabia and. the By-laws of the Cormpany, the
Company-is reqnired.to:set aside 10% ofits net-income to statutory reserve until such reéserve égualsto

30% of the share capital: The statutory reserves not available for distribution to the shareholders,

14. BORROWINGS

2020 20Lg

Nonseurrent portion of long-tevm borrowings 348,648,639 203,444,653
Current portion of longiterm borrowings 138,937,826 131,241,548
Total __487.586,465 424,686,201
The movement i barrowingswas as follows;

' 2020 2019
1 January 424,686,201 484,176,772
Receipts duiring the year 182,537,287 83,455,068
Repayments during the year: (119,637:023) . (142,045,639)
31, December . 487,586,465 424,686,201




LEEJAM SPORTES COMPANY

(A'SAUDI JOINT STOCK COMPANY)
NOTES TO THE FINANCIAL STATEMENTS

{All amounits are i# Saudi Riyals unless otheriise stated)

14. BORROWINGS {confinued).

Al borrowings are tnder Tslamic mode of financing, The following amounts are outstanding relating ta
edch ficility: ' '

2020 2019
Murabaha facility 252,586,465 229,686,201,
Tawarruq facility 235,000,000 ____ 195,000,000
Total 487,586,165 424,686,201

The Company has.creditfacilities from local banks itt the-form of shért-térm and long-term loans, lofters
of eredit and letters of gharantee. As at 31 December 2020, the Compny-had unutilized barik financing
-facilities amounting to SAR 257.4 million (31 December 2019::SAR 125 million) to manage its short-
term and-long-term liquidity requirements and for construction of the fitness centers: All borrgwings-
are-deriominated in Saudi Riyil§ anid bear-financial charges at market interest zates. The. facilities have
been secured by the Company by a joint-and several guarantee frorit certain shareholders of the
Company.. '

The-above horrowings and facilities include certain covenantswhich require the Company.to maintain
certain levels of euirent and leéverage ratjos.4nd certain restriction on dividend distribution and also
notifythe bank of gny breach or probable breach immegistely. Thé Company Wasnot in compliance
related to-Debt Service Coverage Rati.at 31 December 2020 and higs taken waiver letters in this vegard
from'the respective banks,

15 EMPLOYEES"END OF SERVICE BENEFTTS (EOSB)

Movement in the present value of employees’ end of seivice benefits {EOSB) was as follaws?

2020 2010
Balance at heginiing of thé veai 83,013,250 27,426,552
Benefits paid during the year (3,512,260) (3,992,011)
Expenise recognized in the'siatement of income (note 15.1) :
Current service costs 8,318,209 6,802,490
Past servieecosts: - 76:258
Interest oniobligation 771,894 1,060,064
9,090,103 7038812
{Gain) /ogs attributable to the resmeasurement of employees’
end of service benefits recognized in OCI e £2,433:560) 1,639,897
Balange at the end of year 37,158,533 33013256

151,  Expensc recognized in the staterent of iicome

The amounts recognised in the statement of income have been allocated as follows;

2020 2019
Costs of revepiie 7,939,597 5:354;858
.zidvertising_'an_d marketing expenges 28,649 185360
{eneral.and administrative expenses . 1,121,857 2,398,585
9,090,103 7,038,812

i5.2. Keyactiarizl assiumptions
' 2020 2019
'-.ﬁiscouni:-.rat'e used _ 2.11% 2:50%
- Future:growth in salary 2,11% 2.00%




LEEJAM SPORTS COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TOTHE FINANCIALSTATEMENTS
{Allamounts are in Saudi Rigals uriless othérwise stated)

15.  EMPLOYEES END OF SERVICE BENEEITS (continued)
15.3. Sensitivity analysis

ﬁ'qﬂ._anﬁ_tative sensitivity’-anéiys”is for sigm‘ﬁcant_ assumptions onthe end of serviee benefit liability sz at
31 December 2020 and 2019 i5'shown below.

Inercase Decrease
2020 | |
Discount rate (1% movement) {2,639,978) 4,380,787
Futuresalary (1% movement). 1,812,059 (2,741,421)
2014 _
Discount rate {1% movenient) (1,768,736) 1,982,879
Fiiture salary increase (1% moventent) 2,055,022 (1;865,153)

Thesensitivity analyses are based.on a change ina significantassumption, keeping gll otherassemptions
constant as at thereporting-date.

15.4 The maturity profile of the obligation was as follows:

2020 2019
1yéar 5,262,164 5,098,597
2 yearto 5years 15,252,275 13,480,479
More than 5 years 21,964,339 19,567,101 _
42,478,778 38.146,177

15.5 The weighted average duration of the plan was 5.91 years as at 31 December 2020 and 2019,

16. ACCOUNTS PAYABLE

2020 2019
Tiade siippligrs 41,507,087 __12,_1_70_,812
*Contiactors in respedt.of tonstiuction of fitness centres 11,152,931 16,368,112
52,660,018 28,538,024
17, ACCRUED EXPENSES AND OTHER LIABILITIES
2020 2019
Acerued-expenses
- Salaries-and other employee benefits 28,461,107 17,836,590
- Utilities 43/990,471 8,361,345
- Oihers 15,136,908 13,766,723
. o _ 57,588,486 39,964,658,
Value added tax (VAT) payable 16,534,877 729,042
Advances from customers 4,393,374 3185214
78,516,737 43,878,914
18, DIFERRED REVENUL
) _ _ 20820 201G
Déferved subseripfion incgme from: _
- niémberghip fee 305,498,646 284,855,055
- personal training fee 17,586,448 14,582,277
__ 323,085,089 299,437,332
Deferred rentalincoms, 2,037,209 20684097

326,022,208 302,405,529
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LEEJAM SPORTS COMPANY

(A SAUDI JOINT STOCK COMPANY)
NOFES TOTHE FINANCIAL STATEMENTS

{All amounts are in Saudi Riyals unless othermvise stated).

19, PROVISION FOR ZAKAT

The principal elements of the Coripany's zakat basé for the years ended 31 Decerberare as foliows:

2020 2019
Share-c'qpifal_ 523,833,610 524,853,610
Retained earnings . 84,629,256 141,919,268
‘Btatutory reserve 56,021,218 56,021,218
Adjusted net (loss) / incorrie for'the year (34,824,420) 006, 524 862
Non-eurrent assets 2,248,110,666 2,970,030,047
‘The miovement in provision forzaKat is asfollovs:
2020 2010
Balance at beginning.of the year 5,730,934 3,382,592
Charge for the year _ - Be723,341
Paid during the year. 45,593,772} (3,374,799
Baldnce at end of theyear _ 137,162 5,730,034
19:1 Adjusted net (loss) / income _
Note 2020 2019
(Loss) / prafit beforezakat for the yeap (58,723,592) 211,643,086
Provision for employees! EOSB 151 9,090,103 7:938;812
Impairment of financial dssets _ 24 6,631,011 -
_I_"irdifisi't}n for impairtment of irade recetvables 10 2,942,915 926,958
Others 5,835,743 6,015,106
Adjusted net{loss) / income:for the yeat. (34,824,420) 296,554,863

19.2 Statiss of final zakit assessmaents

}'The_.gompﬁny- has submitted 1ts zéka_i- returns forthe years upte 2019, 'Elit: Company has received zakat
certificates from fhe General Authority of Zakat and Tncome tax (“GAZT™) for dll the years up to ‘31
December 2019 and has received final assessments from GAZT for the years up to 2015,

20. REVENUE

2020 2019
Reveniie from conitracts with custoniers " '
- Subseriptions and iiembeiship intomnie 581,223,075 845,263,604
- Personal trainitg income 69,857,070 87,736,345
- Rentdl income 5:718,540 9,076,203
- Others 2,830,410 2,858,139

659,620,005 044,033,381
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LEEJAM SPORTS COMPANY

{4 SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
(Allainountsiare in Saudi Riyals inless otherwise $tated)

20. REVENUE (contipued)
Disaggregation of Feveride from contract with eustomers

Revenue from ‘eontradt withi customers js further disaggregated hased on male-and female centeis
‘offerings and segmented by primary geographical regions in the table below:

Subseriptions and Personal training
membérship income iilcome Rentalincome

2040 2019 2020 2019 “zdan 201y
"I‘ype-of _
customeérs
Gender wise _ _ .
Male Centers 436,086,159 641,872,736 50,180,203 66,935.049 4,524,400 7,301,409
Temale Centers _ 144,236,016 203,380,868 19,667,867 20,801,206 1,194,130  1,774:79%
‘Total 581,223,075 845,262,604 69,857,070 87,736,345 5,718,540 0,076,203
Geographical '
‘markets
Central Region 271,828,046 411045550 33,163,008 41,764,111 3,443,851 5311679
WeslernRegion 215,116,487 281,556,887 22,181,405 27,521,817  21114,806 3,224,765
Eastern Region 84,701,744 137,305,948 10,735,188 14,140,965 152,925 515,218
UAR 9,576,798 14,453,819 3,777,280 4,300.452 6,958 24,631
Total 581,223,075 845,262,604 69,857,070 87,736,345 5718540 9,076,293

In addition, the Company separately. prqsents:seg’mg_nt'_..infqrn;fitiqn, See note 30:
Assets and Habilities related to contracts with customers

The Company has recognised the following assets and lialiilities related to coritracts with custoiners:

2020 2019

“Trade receivables, gross (Note 10) 29,127,414 31,020,781
Deferred revenne (Mote 18) {326, 0:;2;298_} {902 ’405,-52'9").
(296,804,884)  (271,.384,748)

Deferred revenue relates tozadvance consideration received froin customers for memberships sold at
centers, corporates, personal tralning and rental income which will be récognized in futrire periods
based on performance obligation of the services.to be rendered and simultaneous receiving of benefits
by the enstomers. Significant portion of deferred revenue will be recognised as revente in the next twelye
onths.. o

21.  COSTS OF REVENUE

20620 2019
-Salaries and relatéd benefits 176,163,403 219,657,952
Depreciation B '
= property and equipment (Note 5.1) 133,252,233 132,848,172
—right=of-use assets (Note 5.1) 67,209,006 62,601,455
Utiliies 58,407,197 70,472,394
Cléaningand sérviess. '37,377:822 46,874,443
‘Governmient and recraiting expenses 19,243,849 15,623,784
Mainten_ance,and.r.epair 12,363,548 11-1,2'19.,5418_
Consumables 8,807,638 12,596,285
‘Security-and safety 5:586,782 6,350,073,
Stationery 8,627,791 2,898,457
Others ..6,296.950 0:515,277
530,825,619 584,738,941

nd




LEEJAM SPORTS COMPANY :

(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE FINANCIAL STATEMENTS
{Albamounds are in:Saudi Rivals uniless otherwise stuted)

22, GENERAL AND ADMINISTRATIVE EXPENSES (ALSO SEE NOTE 36)

2020 2019
Sularies aud related henefits 34,959,633 42,581,541
Government and recruiting expenses 11,448,953 4,181,579
Water, eletiitity and telecommunication 7,704;074 7460,502
‘Professional fees 5,074,276 4,772,426
Bank chargesand commission (Note 36 4,861,438 5,200,172

Depreciation '
~property arid equipment (Note 5.1) 4;492,707 4,054,214
=~ right-of-use asssts {(Note 6.1) 815,877 619,823
Maintenance, repair and cledning 2,057,625 15,309,955
Statioiery 1,357,714 613,446
ZII__Joss on digposal of property and equipiment - 87,485
Qthers 4,142,103 3,086,043
___76,914,500 74:142,276

23. ADVERTISING AND MARKETING EXPINSLS

2020 2019
Advertising and marketing 12,106,858 13,964,496,
Salaries and related benefits . 4,366,430 5480767
16,473,288 . 19,345,293

24. OTHER (EXPENSES) / INCOME, NET

Othierincome inicludes an amount of SAR 8.11 million (2019: SAR nil) pertaining to rent concessions-npa
lease payments received forthe lock-dowsi period on certain ledses of the Comipany. (See note 6)

“This also includes impairment loss.on property and equipment amounting to SAR 6.6 million (2010:
nil). See note 5.

25,  WRITE QFF OF NON-FINANCIAL ASSETS (ALSO SER NOTE 36)

During the current year, the Company's management condueted a comprehensive assessmentaf sports
-and other equipment kept at the fitness centres. The assessment incltoded physieal coun, determining
the gssets’ condition, evaliiating the operational status.gnd the poténtial fufure economic benefits of
these assets. Based on this-assessment, the Company has wiitten off an amount of SAR 40.6 million
{2019: SAR 8.2 million) as the Company’s iianagement determinied that there are no futuré econdmiic
benefits that cati be availed fromthe use of thase asgots.

Further, advancesto. c_éntr.actqrs.and;mppliersamounﬁng to'SAR 3 million (2019: SAR 1 million) were
writfen off ' '

26. FINANCE COSTS (ALSO SEE NOTE 36)

2020 2010
Profif on borrowings 16,984,501 17,949,953
TFinance costs on lease liabilitiés (Note 6) 35,685,575 214,450,571

52,670,076 52,400,524
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NOTES TO THE FINANCIAL STATEMENTS

{All amounts are in Sandi Riyais unless otherwise stated)

27. (LOSS) / EARNINGS PER SHARTE

Basic. and diluted (loss)/earnings pex share is caleulated by dividing the net (loss)/profit for the year
-ended 31 Decenibér 2620 and 31 December 2019, by the weighted average nuinbez of shares ontstanding.
at'the end of the redpective vear, which' consisted of 52,38 1millivn ordinary sharés. as gt 41 December
2020 (31 December 2019: 5238 millign shares), )

28, COMMITMENTS AND CONTINGENCIES

28.1. -.Cdmliiifm_ent_s:.

€} Operating
2020 2019
Payments under short term pperating leases recognized.as an '
expense during the year _ 2,807,469 2,967,291

The amounts recognised in the statement of incomefor short term leases have been allocated as follows:

2020 2019

Gosts of revenue. | | 2,617,488 2,857,747
General and administrative expenses _ 189,981 109,564

2,807,469 2,067,591

@

Cdpital commitmerifs

Coraritments for miniraum lease payments underrion-caricelable opérating leases-are as follgws:
2020 2019

Minimum lease payments — léss than ohe year 2,807,469 2,067,201

‘THe Confpany has capital commitments for éontracts _f_or-..-s'et_fin_g._ up: fitness. centers amovuniting to
SAR 42.6 million (31 December 2019; SAR 76.13 million), o '

28.2. Contingent Tiabilities.

@} During 2017, the Company purthased aland costing SR 24.31 million. The previous owner of the
land has filed a case for the Gwnership of the land against the Company, Erisuing to the case, the
Company hias submitted the original land deed and other rélated docuiments to the Ministiy-of
Justice:for verification and confirmation of the Company’s Gwnetship of the land. The Company’s
mandgement based onthe legal advisor’s-advieg is of the view that the Conipany has valid grounds
1o prove the benefielal and legal ownership of the land in the Company’s nare andthe matter-will
be decided in the favor:of the Company. Accordingly, no provision: has been recerded in these
financial statements for tlie year ended 41 December 2020, :

b} The Company hagissued letters of{guari.l.nfel_;s'ﬂmounting tp SAR ,'2-.9.n;i?1ion (31 Dedember 2p1g:
SAR .84 million) against land ledse.

29. DIVIDEND

The Boatd of Diréctors, ini their meetings held.on 26 February 2019, 12 May 2019, 2 September 2019
and 01 Decernber 2019, recommended the distvibution of SAR 28,18 million as final dividend for the
year ended 33 December 2018 and SAR 21.65 million, SAR 26.45 million and SAR 26:03 as‘interim
dividend foi the periods ended 31 Mareh'2019, Jo.Junie 2019 énd 30 September 201, respectively.

The-shareholders approved the final dividend for the.year.ended 31 December 2018 in. the Annnal
General' Meeting held on 7 May 2019.
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30, OPERATING SEGMENTS

Qperating segments are reported in a mariner consistent with the internal reporting provided to the
chief operating decision makers. The chief operating decision makers, who are responsible. for
allocatitig fesources and assessing performance of the operating segment, have been identified as the.
Executive Management and Board of Directors. The Company's activitiés 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:

. Central Region - KSA
. Western Region - KSA
» Eastern Region -KSA
. International Region - UAE
Geographical Segments
_ Amount in SAR in ‘oo’
As at and for. Intemahonal
year ended 31 Central Western Eastern - ‘Region — ’
Decembet 2020 Region Region Region UAE Total
Revenue 311,265 239,413 95,590 13,361 659,629,
Costs of revenue (231,226} (205,119) (78,147) (16,334) (530,826)
Gross profit 80,039 34,294 17,443 (2,973) 128,803
Impairment of non- - _
financial assets (6,631} - - - {6,631)
Whrite-off of hon- _ _
financial assets (22,712) (10,941). {9,220) (710} (43:583)
As at and for
year ended 31
December 2019
Revenue 461,880 312,303 151,962 18,788 944,933
Costs of revemie (254,603} (226,469) (87.595) {15,982) (584;739)
Gross profit 207,187 85,834 64,367 2,806 360,194
Write-off of non- _
financial assets (8,263) {662) {z53) - {(9,178)
Market Sepnients
_ B _Amount in SAR in ‘ooo’
Male Fitness Centers  Female Fitness Centers ' o
for the year ended 31 for the year ended 31 ‘Total for the year
Decembey December ended 31 December
2020 2010 2020 2019 2020 2019
Revenue 493,798 718,244 165,831 226,689 659,629 944,933
Costs of ' o . _ _
revenue (394.457)  (451,828)  (136,369) (132,011) (530,826}  (584.739)
Gross profit 99,341 266,416 29,462 93,778 128,803 360,194
Depreciation
Comprehensive _
(loss) / income”~  (14,260) ' 161,630 (492) 72,777 {(14:752) 234,407
Unallocatted :
head office
costs: (42,538) (30,126)
- property & _ '
equipment (94,139) {98,267) (39,113) (34,581) (133,252}  (132,848)
- right-of-use _ . _
assets (48,536) (48,165) (18,673) (14,526) (67,209) (62,691}
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81 FINANCIAL INSTRUMENTS

311 Catc.gci’ié's of financial mstrumcnts

The Company holds thefollowing financial instruments;

Mote 2020 2019

Finaneial assets measured at amoprtised cost

Trade teceivablés: 10 21,245,104 25,480,876
Cashand cashequivalents 1 258,073,877 68,070,348
Others?* 8 3,951,911 3,051,511
Lease Jiabilities 6 020,751,960 956,271,400
Borrowings 14 487,586,465 424,686,301
Accounts payabla 16 52,660,018 28,538,024
Accrued expenses 17 57:588,486 30,964,658

# Qthters includeés employee loan réceivables, refundable deposits and othier receivables..
32, FINANCIAL INSTRUMENTS — RISK MANAGEMENT

‘The Company’s 1isk governance is manifested in a set of established policies, procedures and controls
‘which uses the existing drganisational structure to meek strategic targets. The Company’s philosophy
revolves ‘on willing and kncwledgeable tisk adceptance cormmensurate with the risk appetite and
strategic plan approved by the Board,

(¥  Riskmanagement structure

A eohesive ofganigational structuré is bstablished within the- Company in order to ‘identify; assess,
mpnitorand dontiol risks,

(it)

Board.of Directors/ Audit Committee

The apex of risk-governance is the centralised oversighit of the Board of Directdrs and Audit- Comndittee

providing direction and the necessary approvals of stratégies and policies. ih order to achieve defined
carporate goals.

(i)  Senjor management

Senior management is responsible for the day to-day operations towards achieving the strategic goals
within the Company’s pre-defined risk appetite.

The Carapany has exposure t6 the following risks from financial instruments:
a)  Creditrisk,
=33 Market risk; and,
c) Liquidity risk
Thia #isks faced by thie Compary and the way thése risks areamitigated by managemiént are simmarised
belew:
32:1:. Creditrisk

Ciedit risk is thedisk that-one party to afinancial instrument will fail to-discharge an obligation and will

ciuse the othér party to.incur & financial loss. Credit risk avises prmcxpally frorn Compény's réceivables
and Balances with banks.
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32.  TINANCIAL INSTRUMENTS — RISK MANAGEMENT (continued)
321, Creditrisk (continued)

The Conpany aftempts to-ccntr‘ol'_credii-ﬁsk-by'm'bnitqning'.cr'edi{ exposures, limiting transactions with
‘specific counter-parties, and eontinnally assessingthé creditivoithiness of counter-parties;

(n} Exposure to credit: rigk

‘The tablé below shows the maximiim exposure to eredit visk for the components of the statement of
finasicial position, '

Note 2020 2019
Financial assets — atamorgtised cost
Tl‘zlﬂle': receivables, net. 10 21,245,194 85, 480,8 76
Bank balances 1 255,972,824 65,349,582
‘Others* 8 3i951,911 3,051,511

281,169,920 03,881,560

* Qthers ineludés employee Joan receivables, refundable deposits and other regdivables.

The Company held balances with banks of SAR 255 million as at 31 Deceriber 2020, which represents
thejr maxdimum exposure on these assets. These balances. are held. with banks having strong eiedit
ratings.. While cash and cash equivalents are ajgo subject to.the expected credit loss (ECL) réquirements
of IFRS 9, the identified ECL was immaterial.. '

. Trade receivables

Tradé receivihles are amounts due from customers for, membeyship sold or other:services rendered in
the ordinary course of business. The aveiagé tredit period is Tess than one-year and therefore are.all
classified -as cuirent, The Cotpany holds the tinde receivables with the objective 1o collect the
‘contractual cash flows-and thereforé measures them subsequently at amortised cost using the effective
Anterest method. '

Due'ta the short-tefm nature of the current receivables, their carrying amount is considered to-be the
same as their fair value,

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. Before accepting any new credit customer, the Comprnyuses arvinternal eredit review system
to ussessthe potential customer's eredit quality and defines credit lintits by customer

‘No _interest 5 charged dn trade’ 1;Ec'eiva]':iles_'_ Ba‘_lances that are overdue. The overdue amounts are
constantly monitered by the managemeént and @ pravision towards expected credit Joss'is made in the
books if refjuired.

The Company has applied TFRS 9 simplified approach to measuring expacted credit lossés wlieh usesa
lifetime expected loss allowance for all trade recefvables based on a provision matrix. The provision
‘matrix takes into account historical eredit Joss experienice and is adjusted foraverage historical recovery
rates. Tomieasure the expected credit 16sses, tradereceivables havebeen grouped based on shared eredit
risk characteristics'and is based on the ageing of the days the receivables ave past due and the rates as
caleulated in the provision matrix, On that basis, the loss allowance as at 31 Déeémber 2020 and 2019
was determined as follows:
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32.  FINANCIAL INSTRUMENTS ~ RISK MANAGEMENT (continiied)

32:. Creditrisk {continued)

Membersliip receivables - Corporate customers

As gt a1 Deceniber 2oz0:

Gross.  Ixpected
carrying  creditloss
Ageing. amount  range (%)
Within the credit period: 17,788,663 0.60%
1180 days past due 84,410 0,1-13%
181- 365 days past due 966,432 4.3% - 87.1%
Tétal _ 18,820,805
As at 31 Decemnber 2019; '
Withinthe credit period 17,545,867 0.00%
1-380 days past due 2,419,806  0.1%*4.6%
181- 365 days past-due 1,172,405  17:3% - D1.4%
More than 1 year, past due 19,589 160%.
Total 21-,157,&6’2 '
Rental receivables
As at 31 December 20208 _
' 'Gross Expected
_ carrylug credit loss
Ageing amount range (%)
Witlin the eredit petiod .504,215. 0,00%
1-180.days past dug 3,518,463  0.27% - 1.33%
181~ 365 dayspast due 1,011,056  1.90% - 68:55%
More than t yeak pastdue’ _ 5,253,8 75_. 100%
“Tatal, 10,287,600
As at 31 Decembher 2010:
Within the credit peried 1,603,659 0.00%
1~18¢ days past-due 2155814 0.17% - 0:39%

181 365, days’ past due
Move than1 year past due  _ 3:494:391
Total 0,864,314

2,510,450  1:52% ~ 80,76%

100%

34

Loss  Specific
allowanee: provision Total
37 o 37
- 066432 066,432
37 966,432 966,400
9,923 - 9,923
697,889 - 697889
19,389 o 39389
727,201 ~ 737,201
Loss Specific _
allowance  provision Total
= 1,320,626 1,326, 625
’ - 341,250 341,250
607,087 4;646;788 5253875
6"0‘_7,087- 6,308,664 6,015,751
11,238 40,842 g2, 080
302,522 823,711 1,216,233
781,222 2,703,360 . 3,404,301
1,194,482 3.617,722 4,882,704
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32,  TFINANCIAL INSTRUMENTS - RISK MANAGEMENT {continued)

32.1. Credit risk (continved)

c: Other financial assets

The management.believes that the Company:is not significantly e\'.pqsed to credit risk on its other
-current ‘assets as the employee loafis are secured against end of sefvice balanée and the remaining
balanée’is not. mgmfmant

32.2. Marketrisk

Market risk is the risk that the fair values or-fittre cash flows of the financial instruments will fluctuate
‘dueto changes in market variablesisuch as special commission rates aud foreign-éxchangg rates.

)  Iuterestraterisk

The interest rats profile of the Company’s interest-bearing financial fnstruments are'as follow:

2020 F-Tapts]
Fixed rate instruments
“Bonoivings 115,333,633 171,037,620
Variable rate instruments __
Borfowings g72,252,852 253.,648:572.
(i) Cashflow sensitivi 'an'éi_ sis 'ff)i‘-Vaﬁablgﬁmigﬂtumg'gtﬁ'

‘A reasonably possible change of 100 basis points in interest rates at the reporting date would have

inereased. / (decréased): profit or 168s:for-the year hy the amounts shown below. This analysis dssumes
that all other variables remain constant,

100 bp 100 bp
Incre:sise Dedrease
31 December 2020
Variable rate-instrumerits (3,722,528) 3,722,528
31 December.so19
Varfable rate instruments __{2,536,428) 2,536,428
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32, FINANCIAL INSTRUMENTS — RISK MANAGEMENT (continued)
32.3. Liquidity risk

Liquidity risk js the risk thdt the Company will encotnter difficulty it vaising funds to meet
conmrmitments associated with financial instrunients. Liquidity risk may result from the inability to sell
a financial asset ¢uickly at an amount close to its faiivalue, The Compar\}f limits itg. hqmd;fy risk by
mamtormg its funding, reqmrements and ensuting that bank facilities are available,

0) ,
The table below summarises the maturity profile of the Company’s financial Labilities at 31 December
2020 based on contractual-undiscountied gross cash flows, The contractual maturities of liabilities have-

been determined based gn the remaining period at the stateinent 'of financisl pasition date to the
coptractual maiurity date,

Witling 3to 12 More than _

3t Deceriberzaoso monthis moniths 2 to 5 years 5years Total
Borrowings® 35,151,520 117,482,186 368,834,321 « 521,468,027
Acgounts payable 52,660,018 ' - - - 52,060,018
Accrued expenses 57,588,486, - - - 57,588,486
Lease Habilities __B5.901,376 F770, 128' -502,521,805 _ 530:277,314' _1,136,404,623
271301400 105,186,314 871,956,126 §30,277:414  1768:181,454

‘Within 3 .3to 12 More than _

ai December 2019 months months ¢ to 5years 5 vears “Total
Borrowings * 40,201,003 108,289,255 814,006,725 - 462,586,083
Accsunts payable 28,538,024 e - - 28538994
Arcrued expenses 39,964,658 - - 30,964,658
Lease liabilities 25,300,806 75,002,418 515,350,302 704,434,115 1,320,006,731

134,005,301 184101,673 829456117 704,434,115 1,852,087,206

*Borrowings inclide finance eost of SAR 34.90 million (34 December 2010; SAR 37.9 million),

At the statemient of financial positicn date, management analysis of adjusted gearing ratioand. adjusted
&urrent ratio were as follows:

2020 2019
Equity 664 722
Tiabilities (excludmg deferred r evenue) 1,577 1,493
Total capital struetore (excluding defalred.reveque}' o @amdl 2,914
Adjusted gearing ratio _ _ 70.37% 67.43%
Adjusted current ratio (excluding deferred revenue) 996 0.50

As of the 'r,aporﬁng date, the managementalso analyses the liquidity risk asfollows:

2020 2019

SAR tnmillion SAR:in million

Carrent financial assets 283 97
Carrent ligbilities.excluding deferred revenue (338) {273)
Net eutrent firiandial liability position _(585y  {wm)
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32.  VINANCIAL INSTRUMENTS — RISK MANAGEMENT (continued)
89.3, _Liquidity‘ﬂSk'(cqnﬁnnéd)_

As evident from the above net current, 111b1hty ahalysis, the liquidity position of the Company has
-:s;gmﬁcanﬁy improved as compared to the last year, Further, the Company, manages its liquidity risk by
ensuring suffielent uni-availed borrowing Fcilities. As of 31 December 2020, nnutitized bank borrowing
;famhues of SAR 45 million were available from multiple banks for mannaging the working capital
requirements. Maretwer, the. Company generated cash flow frqm operating activities amounting o
‘SAR-g304million for theysar 2020. (2019: SAR 531 million},

In relation to liquidity risk and zoing concern dssesément of tlie Company, the management has
developed comprehensive monthly cash flow projections ensuring the existence of sufficient funds. in
orderto meet the Company’s ebligations for a period of at-least next twelve months from the repotting.
date.

‘The management.is not aware of any. mateiial uncertainty that may cast sighificant doubt dpoti the
Company’s abxhty 10" continiié..zs going concern. Therefore, these financial statements’ have been
prepared on-a going concern basis. Also'see note 3.1,

33. CAPITAL MANAGEMENT

The Company’s, policy i5:td maintait a strong eapital base to niaintain creditor and market confidence
and to sustain future development of the business, Management monitors the growth of husingss, asset
quality risks and return on, capital-as well as the level of dividends to-shareholders.

The Board of Divectors seek to maintain 4 balance betweeh the higher returns that might be possible
with higher levels of borrowirigs dnd the advintages and secutity afforded by a sotnd capital position,

‘The Company manitors capital using a ratio of '1c1_1usted net debt to adjusted equity. For this purpose,
adjusted net debtis defined astotal liabilities, comprising commission-bearing borrowings less cash and
pash equivalents: Ady.'.sted equity comprises: all compotients of equily.

No.¢hanges were made in the dhjectives, policies.or processes for managing capital dirring the ears
ended. g1 Decemnber 2020 and 2019,

34. IMPAIRMENT ASSESSMENTS (ALSO SEE NOTE 5 AND NOT'E 6)

As result of Covid-19, 4ll the fitiiess. ceniters of the Company vemained closed from 15 March 202010 20
June 2026 and consequently the Company incurred.a net loss of SAR 84. 7! million during the first half
of 2020 which was considered as. an impairment indicstor, Accordingly, an impairment review hasbeen.
performed across all eash generanng units (“CGUs™) by the management of the Ccmpany

During 2016, the Company acquired two fitness centers riarely Dwadmi and Alkhaleej with goodwill
recognised on the acquigition of these fitness centers amounting ta SAR 4.6 million and 4.8 million
respectively and these were alsp tested for impairment.

Thé recoverable amoutits of the CGUS hive been defermined basad an a valuesdn-use model; using a
‘disconnted cash flow analysis. The cash flow Projedtions span overthe peried of the remaining lease
‘térm'of the CGUs which rauges from 1 to 24 years,

No impairment loss: has ‘been. recognised on any of the nori-financial: ‘assets and- goodwill in these.
Tinancial staternents 25 sufficient headicom was available in respect edeh CGU as a result of impairrent
xercise carried bythe management of the Company.

Thekeyassumptions made.in performing the impairment reviews includes 4 pre-taxdiscount rafeused
at the rate.of 10% for aJl fhie CGUs and average reventie growth rate up to 8:8% for all'the CGU excluding
goodwill, The average revenue growth raté used for CGUS againist. which goodivill is allocdted was 6: 9%
and.7.2% for Dwadini and Alkhaleej respectively.
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34. IMPAYRMENT ASSESSMENTS (continued)
Assumptions in valué-in-nse caleulation for each CGU

The assumptiong used in the projections for the impairment testing, relate to the average revente and.
growth, operating costs, replacement CAPEX and earnings béfore intérest, taxes, depreeiation and
amortization (EBITDA} and pre-tax diseount ratg;

Foraverage revenue growth, veplacement CAPEX and EBITDA, the assiniptions are constricted based
upor historie experience and management’s best estimate of future trends and performance over the
[farecasted period.

Discount raté représents thie weighted average sost of capital (WACC) 6f the Company ddjusted toreflect
specificrisks relating to the industry and the countryin whichthe client opérates, The discount rafevsed
by the-management:in the dnnual impairment exercise perfprmed duting the veat énded 31 December
2010 was 7:2% and that was adjusted during the current period to reflect rislk profile of the industiy-and,
the:Company. after the outbreak of Covid-1..

Sensitivity analyst

As at the impairment assegsment, date, the possible changes in the key assumptions, with-all other
‘variables eonstant; such as increase in discount rate fiom 10% to 11% and decreasé in revenue growth
rata’by 19 will not result in any impairment 1085 to be vecorded on any of the CGUs including the CGUs

swheré the'goodwill was allocated.
35. SIGNIFICANT-EVENT DURING THE YEAR (ALSO SEE NOTE 37)

The ‘existence of novel coronavirus {(Covid-19) was: confirmed in éarly 2056 causing disraptions to
businesses and econdmic activity across. the globe, In response to the spread of the Covid-19 in XSA and
UAE where the Company.operates and its iésulting disrinptions to the soelal avid-economic ictivities in
‘those markets, Leejam’s minagement has proactively assessed.its-impacts. on its operations and has.
taken a series of preventive measures, includibg the creation of on<going crisis management teams and
_processes; to ensure thie health and safety of its employees, customers, consuimers and wider community
aswell. ' ' ' '

The consequences of the Covid-19- pandemic have: affected .the Company’s business since all the
Company’s fitness centers remained closed from 15 March 202040 20 June 2026 and consequently the
Company incarred & met loss’of SAR 84,7 million during the first half of 2020. This resulted in the
suspension of gales of subscriptions o the custommers as-well as the suspensict of teveriue recignition
during the aferementioned period while the Company continties to$htur certain fixed and semi-vaptdble
expenditures that has fmpacted the financial performance and cash flows of the Company.

“The Company's management has considered potential impacts of the purrent economic uncertainties
and volatility in" determination of the reported amowrits of the Company’s financial and non<financial

assets and these are considered to represeft management’s hest assessment based on. observablé
information on thereporling date,
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36, COMPARATIVES

Certain comparative year amounts have been correctly reclassified and represenited for the purpose.of
bettet presentation. However, the effect of those reclassification was riot significaut on these financial
staternents, and therefore thir d—statement of financial position was not presented.” The key
reclassifications were as _'fal]_o_ws

- _ Amount (SAR in
Reclassification from Réclassification to ‘million)
2019
Statementof financial position
Prepaymernits and otherassets Tnventory— conisumables 13.3
Advances to contractors and
Prianainsnte and o suppliers: (for construétion and
Prepayments aud other assets procurement of sparts.equipment) —
Non-current assets 157
‘Statement-ofincome
General and administrative expenises Write off-of non-fingncial assets 0.2,
Finance cost — Bank-charges and cornmission G'en_er_al and administrative’ o
: S expenses. 53
Statement of cash f]
Derease in ¢ash flows from aperating activities 141
Inerease inscash flows from investing activittes 8.8
Tnerease in cash flows from financing activities %)

“The impact of key retlassifications on the 2018 annual statement of nancial position-was:as follows:

_ _ . _ Armount (SAR in

Reciassificabion from Reclassification to million}

As of g1

December 2018

Prepayments and other assets Inventory.— constmables 14.6
] _ Advances ta contractors and suppliers

Prepayments. and other assets (for construction and procurement” of _

sports. equipment) —Non-cwrent assets o6

37. SUBSTQUENT EVENTS (ALS0 SEE NOTE 35).

‘Subsequent to the vear endled 81 December 2020, all the fitness centers of the Company in the ngdom-
of Saudi Arabia were ¢losed for aperiod of 10 days starting from s February 2021 as per the. government
mstmctmns

Based on this-announcerment of temporary Iockdown, the Company, eurrently, is focused un preserving
Tiquidity and managing cash flow through the financial challenges presented by the lockdown by '
“educlng the discretionary spending,. clnsely managing and ‘menitoring the working eapltal i
Tequirements.
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38. BRANCHES OF THE COMPANY

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

Location C.R. Date
Riyadh 1010337986 14/06/1433H
Riyadh 1010439237 11/02/1437H
Riyadh 1010439239 11/02/1437H
Riyadh 1010612788 13/02/1439H
Riyadh 5855346933 22/06/1441H
Riyadh 3350147653 22/06/1441H
Riyadh 1010649568 08/01/1442H
Riyadh 1131308370 14/02/1442H
Riyadh 3400920275 02/03/1442H
Dammam 2050108503 15/05/1437H
Jeddah 4030248720 23/07/1434H
Jeddah 4030180323 19/06/1429H
Jeddah 4030358958 22/10/1440H
Makkah 4031228724 22/10/1440H
Makkah 4031228725 22/10/1440H
Al Madina 4650211820 22/10/1440H
Al Madina 4650211821 22/10/1440H
Najran 5950032239 02/03/1437H
Jizan 5900035652 21/03/1438H
Taif 4032050910 29/01/1438H
Jubail 2055025936 07/08/1438H
Aldirirya 1010934125 25/05/1439H
UAE trade licenses:

Location C.R. Date

Dubai Branch 724509 21/03/1436H
Rashidya Branch (Ajman) 78538 21/11/1437H
Ras Al-Khaimah Branch 41352 16/07/1438H

39. APPROVAL OF FINANCIAL STATEMENTS

The financial statements have been authorized for issue by the Board of Directors on 13 February
2021.

=

¥ ?(

ngrove

Mohammad Merajuddin A% Hamad AlSagn
Chairman of Board of
Chief Financial Officer Chief Executive Officer Directors
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