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To the Shareholders of Leejam Sports Company

We have audited the financial statements of Leejam Sports Company (“the Company”), which comprise
the statement of financial position as at 31 December 2019, the statements of profit or loss,
comprehensive income, changes in equity and cash flows for the year then ended, and notes to the
financial statements, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2019, and its financial performance and its cash flows for the
year then ended in accordance with Intemnational 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).

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 for the Audit of the Financial Statements section of our report. We are independent of the
Company in accordance with the professional code of conduct and ethics that are endorsed in the
Kingdom of Saudi Arabia that are relevant to our audit of the financial statements, and we have fulfilled
our cther ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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.
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To the Shareholders of Leejam Sports Company (continued)

Key Audit Matters (continued)

Revenue recognition

See Note 4(j) to the financial statements for the accounting pelicy relating to revenue recognition and Note

20 to the financial statements for the related disclosures.

The key audit matter

How the matter was addressed in our audit

During the year ended 31 December 2019, the Company Our audit procedures in this area, included among
has recognized total revenue of SAR 942.1 million (2018: others:

SAR 799.9 million).

Subscriptions and membership fees are recognized as
revenue systematically over the term of the subscription
period.

Revenue recognition is considered as a key audit matter
since revenue is a key measure of the Company's
performance and is susceptible to the risk of
misstatement resulting from either ineffective manual and
/or IT related controls, or possibility of these controls
being overridden to recognize revenue.

- Assessing the Company accounting policies by

considering the requirements of relevant
accounting standards;

Assessing the design and implementation, and
testing the effectiveness of the Company's
controls including IT related controls, over the
recognition of revenue including controls over:

a) Input of contract details in the system.,
b) System configuration changes.
¢) Manual adjustments in revenue account,

- Developing an expectation of the current year

revenue balance using details of subscriptions,
average subscription fee and terms of contract.
We then compared this expectation to the actual
revenue and analysed the variance;

- Performing reconciliation of revenue per the

oracle system report and calculated revenue and
deferred revenue on sample basis. Further
examined system generated invoices, receipt
vouchers and parameters for the selected
samples;

-On a sample basis, checking the daily

reconciliations prepared by management to
reconcile the cash deposited in the bank with the
sales of subscriptions;

- Checking the reconciliation of amounts charged

to customers on payments through debit/credit
cards with the amounts credited in the
Company’s bank accounts on sample basis;

- Testing manual journal entries posted to revenue

account to identify any unusual or irregular items;
and

- Reviewing the adequacy, appropriateness and

sufficiency of disclosures included in the financial
statements in respect of revenue recognition.
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Key Audit Matters (continued)

mplementation of IFRS 16 “Leases”

See Note 3 to the financial statements for the accounting policy relating to leases and Note 6 to the

financial statements for the related disclosures.
The key audit matter

The Company has adopted IFRS 16 “Leases” with
effect from 1 January 2019 which supersedes the
requirement of |AS 17 “Leases”.

IFRS 16 introduces a new lease accounting model,
where lessees are required to recognize a Right-of-
Use (ROU) asset and a lease liability arising from a
lease on its statement of financial position.

The Company has applied IFRS 16 initially on 01
January 2019 using the modified retrospective
approach. Therefore, the cumulative impact of
adopting IFRS 16 has been recognized as an
adjustment to the opening Retained Eamings at 1
January 2019, with no comparative restatement. As
a result, the Company has recognized ROU assets
of SAR 900 million, lease liabilities of SAR 991
million and a decrease in Retained Eamings of SR
84.5 million,

The application and adoption of IFRS 16 was

considered as a key audit matter given the high .

volume of lease arrangements. Significant
judgement is required in the assumptions and
eslimates made in order to determine the ROU
assets and lease liabilities. The assumptions and
estimates include assessment of lease term and the
determination of appropriate discount rates,

How the matter was addressed in our audit

Qur audit procedures in this area, included among
others:

- Reviewing the management's assessment of the
impact of IFRS 16 in term of the classification and
measurement of its right-of-use assets and lease
liabilities and understand the approach taken
towards implementation;

- Assessing the accuracy of the lease data captured
by management by agreeing sample of leases to
the original contracts;

- Testing lease schedules, on a sample basis by
recalculating the amounts underlying the right of
use assets and lease liabilities, based on the lerms
of the lease contracts;

- Assessing the appropriateness of the discount
rates applied by management in determining lease
liabilities with input from our internal specialists;
and

Reviewing the appropriateness of the related
disclosures in the financial statements.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the annual report but does not include the financial statements and our auditor's report thereon.
The annual report 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 when it becomes available 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 annual report, when made available to us, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to those charged with governance.




To the Shareholders of Leejam Sports Company (continued)

Responsibilities of Management and the Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRS that are endorsed in the Kingdom of Saudi Arabia and other standards and pronouncements issued
by SOCPA, the applicable requirements of the Regulations for Companies and Company's By-laws and for
such intemal 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 cencern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends fo liquidate the Company or to cease
operations, or has no realistic altemnative but to do so.

The Board of Directors 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 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 judgement and maintain professional scepticism throughout the
audit. We also:

— 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 involve
collusion, forgery, intentional omissions, misrepresentations or the override of internal control.

- 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.

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

- Conclude on the appropriateness of management'’s use of the going concem 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 concemn. If we conclude
that a material uncertainty exists, then 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 madify 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.

- 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.
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We communicate with those charged with govemance 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 of Leejam Sports Company (‘the Company”).

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence and 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.

For KPMG Al Fozan & Partners
Certified Public Accountants
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LEEJAM SPORTS COMPANY

(A Saudi Joint Stock Company)

STATEMENT OF FINANCIAL POSITION

As at 31 December 2019

(Expressed in Saudi Arabian Riyals)

Notes 2019 2018
ASSETS
Non-current assets
Property and equipment (5) 1,512,013,931 1,418,514,216
Right-of-use of assets (6) 840,332,792 -
Goodwill (7) 9,445,544 9,445,544
Long-term prepayments (3) - 10,523,015
Long-term trade receivable 1,525,391 881,747
Total non-current assets 2,363,317,658 1,439,364,522
Current assets
Prepayments and other assets (8) 59,430,456 130,416,810
Trade receivables (10) 25,480,876 19,435,753
Cash and bank balances (11) 68,070,348 19,415,381
Total current assets 152,981,680 169,267,944
Total assets 2,516,299,338 1,608.632.,466
SHAREHOLDERS’ EQUITY AND LIABILITIES
Shareholders’ equity
Share capital (12) 523,833,610 523,833,610
Statutory reserve (13) 56,021,218 35,429,133
Retained earnings 141,919,268 154,405,707
Total shareholders’ equity 721,774,096 713,668,450
Liabilities
Non-current liabilities
Loans and borrowings — non-current (14) 293,444,653 376,323,389
Lease liability on right-of-use assets — non-current (6) 893,772,931 --
Defined benefit obligation — employee benefits (15) 33,013,250 27,426,552
Deferred rent liability — non-current (3) -- 60,891,074
Total non-current liabilities 1,220,230,834 464,641,015
Current liabilities
Loans and borrowings — current portion (14) 131,241,548 107,853,383
Lease liability on right-of-use assets— current portion (6) 62,498,559 -
Deferred rent liability — current portion (3) -- 3,700,268
Accounts payable (16) 29,012,761 36,554,283
Accrued expenses and other liabilities (17) 43,405,077 35,604,298
Deferred revenue (18) 302,405,529 243,228,177
Provision for Zakat (19) 5,730,934 3,382,592
Total current liabilities 574,294,408 430,323,001
Total liabilities 1,794,525,242 894,964,016
Total shareholders’ equity and liabilities 2,516,299,338 1,608,632.466

The accompanying notes (1) to (34) form an integral p
\

A\ ‘
Mohammad Méi*ajuddin
Chief Financial Officer

ustin Musgrove

Chief Executive Officer

of these financial statements.




LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

Revenue
Costs of revenue
Gross profit

Advertising and marketing expenses
General and administrative expenses
Impairment loss on trade receivables
Other income

Operating profit

Finance costs
Net profit before Zakat

Zakat
Net profit for the year

Earnings per share- basic and diluted

The accompanying notes (1) to (34) form an integral part of these financial statements.

Mohammgd Merajuddin
Chief Financial Officer

Notes 2019 2018
(20) 942,075,242 799,946,833
(21) (582,772,726) (494,612,578)

359,302,516 305,334,255

(22) (19,345,293) (21,409,855)

(23) (80,020,266) (91,710,208)

(10.1) (926,958) (2,227,474)

10,300,683 13,131,976

269,310,682 203,118,694

(25) (57,666,696) (21,067,168)

211,643,986 182,051,526

(19) (5,723,141) (1,959,081)

205,920,845 180,092,445

(26) 3.93 3.44
ustin Musgrove Ali Hamad AlSagri

Chief Executive Officer

Chairman




LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

Notes 2019 2018

Net profit for the year 205,920,845 180,092,445
Other comprehensive income/ (loss)
Items that will not be reclassified to profit or loss
Re-measurement of actuarial losses on defined benefit

obligation — employee benefits (15) (1,639,897) (2,199,435)
Total comprehensive income for the year 204,280,948 177,893,010

The accompanying notes (1) to (34) form an integral part of these financial statements.
N
/\ &Y CJ)(
Mohammad Merajuddin Justin Musgrove Ali Hamad AlSagri

Chief Financial Officer Chief Executive Officer Chairman
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
STATEMENT OF CASH FLOWS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

Notes 2019 2018
Cash flows from operating activities
Net profit before Zakat 211,643,986 182,051,526
Adjustments for non-cash items:
Depreciation
— property and equipment (5) 136,902,386 109,585,988
— right-of-use assets (6) 63,321,278 --
Finance costs (25) 57,666,696 21,067,168
Property and equipment written off (23) 8,177,947 4,787,196
Loss on disposal of property and equipment 87,485 --
Charge to allowance for impairment in trade receivables  (70.1) 926,958 2,227,474
Provision for obsolete consumables (8) 1,966,215 =
Write off of Advances (S) 1,000,000 -
Employee benefits (15) 7,938,812 13,683,714
489,631,763 333,403,066
Changes in:
- Prepayments and other assets 10,600,618 (11,621,063)
- Trade receivables (7,615,725) (13,711,832)
- Deferred rent liability - 8,295,099
- Accounts payable (7,547,332) (718,620)
- Accrued expenses and other liabilities 7,850,131 (13,916,618)
- Deferred revenue 59,177,352 (18,257,877)
Cash generated from operating activities 552,096,807 283,472,155
Employee benefits paid (15) (3,992,011) (12,386,904)
Zakat paid (19) (3,374,799) (3,064,171)
Net cash generated from operating activities 544,729,997 268,021,080
Cash flows from investing activities
Additions to property and equipment (216,790,378) (244,652,101)
Sale proceeds of assets disposed off 141,105 256,059
Net cash used in investing activities (216,649,273) (244,396,042)
Cash flows from financing activities
Dividends paid (101,703,688) (93,164,480)
Finance costs paid (27,276,958) (25,599,197)
Payments for lease liabilities (6) (90,954,540) -
Proceeds from loans and borrowings 83,455,068 182,466,491
Repayments of loans and borrowings (142,945,639) (140,934,444)
Net cash used in financing activities (279,425,757) (77.231,630)
Net increase / (decrease) in cash and cash equivalents 48,654,967 (53,606,592)
Cash and cash equivalents at beginning of the year 19,415,381 73,021,973
Cash and cash equivalents at the end of the year (11) 68,070,348 19,415,381

The accompanying notes (1) to (34) form an integral part of thes

N
e % )
Mohammad-Merajuddin
Chief Financial Officer

Justin Musgrove
Chief Executive Officer

10

inancial statements.




LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Squdi Arabian Riyals)

ORGANIZATION, OWNERSHIP AND ACTIVITIES

Le¢jam Sport Company (“the’ Compariy™) (previously incorporated in the. Kingdom of Saudi
Arabia as a closed joint stock company), isa Saudi Joint Stock Company and listed on. the Saudi
Stock Exchange with effect from 10 September 2018. The Company was established in
‘accordance with the Ministry of Comnierce and Industry resolution No. 146/S dated 29 Rabie II,
1429H (May 6, 2008) and registered under commercial regisiration {CR) number 4030180323
dated 19 Jumada IT 1429H. In 2012, the Company’s head. office was transferred from Jeddah to
Riyadh and the Company. ebtained the amended commercial registration number 1010337986
dated 14 Jumada I, 1433H (May 6, 2012).

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

Location C.R, Date
Riyadh 1010337986 14/6/1433H
Riyadh 1010439237 11/2/1437H
Riyadh 1010439239 11/2/1437H
Dammam 2050108503 15/5/1437TH
Jaizan 5900035652 21/3/1438H
Jeddah 4030248720 23/7/1434H
Jeddah 4030180323 19/6/142900
Najran 5950032239 2/3/1437H
’_Eaif 4032050910 29/1/1438H
Riyadh 1010612788 13/02/1439H
Jubail 2055025936 07/087/1438H
Aldirirya 1010934125 25/05/1439H
Al Madina 4650211820 22/10/1440H
Al Madina 4650211821 22/10/1440H
Makkah 4031228724 22/10/1440H
Makkah 4031228725 22/10/1440H
Jeddah 4030358958 22/10/1440H
UAE trade licenses:;

- Dubai Branch 724509 21/3/1436H

- Rashidya Branch (Ajman) 78538 2111/1437H

- Ras Al-Khaimah Branch 41352 16/7/1438H

The dbjectives of the Company are construction, _managemient and cperation of sports ‘and
entertaining centers and wholesale and retail trading in sports® clothes and equipment and owning
real estate and constructing bml_dmgs necessary to achieve: its purposes and advertising,
construction, management and. owhing hotels and furnished apartmeénts and other activities that
the Company needs to use. The Company’s. currerit activity is confined to managing sport centers-
according to the Deputy General President for Sport Affairs letter No.549 and renting -out
premises;

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

PO Box 295245

Riyadh. 11351

Kingdom of Saudi Arabia

11
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2619
(Expréssed in Saudi Arabian Riyals)

ORGANIZATION, OWNERSHIP AND ACTIVITIES (CONTINUED)

The Company acquired 95% of the outstariding shares of Fitness Time for Trading Company
Limited in-order to. acquire the trademark “Fitness Time”, owned by it-and registered the same
under the Company’s name with the Ministry of Commerce & Industry/Department of trademark
registration under the registration cettificate numbet 142905699 originally: dated 1429/05/22. The:
trademark is renewable. for.a period of 10.years or periods at the. option of the Company for a

‘norninal fee. Fitness Time discontinued its operations after the trademark ‘was transferred to tie
-Company The management believes that Fitness Time is immaterial to the Com pany hence; do

not consolidite the results of operations of Fitness Timie and its finaneial position in the financial
statements of the Company.

BASIS OF PREPARATION

‘Statement of compliance

These financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) as endorsed in the Kingdont of Saudi Arabia and other standards and
pronouncements that are issued by Saudi Organization for Certified Public’ Accountarits
(“SOCPA™).

This is the first set of the Corpariy’s annual financial statements. in which IFRS 16 leasés has
been applied. The related changes to sigrificant accounting policies are described in Note 3.

Basis of mieasurement
These financial statements have been preparéd.on a going concern basis under the historical cost
convention.

Fuactional and presentation currency _
These financial statements are presented in Saudi Arabian Riyals (SAR), which is the functional
and presentational currency of the Company. Amiounts in the descriptive notes are. expressed to.
the nearest million Saudi Riyal.

Use of judgmeiits and estimates _
In preparing these financial statements, management has made judgments and estimates that affect
the application of the Compariy’s accounting policies arid reported amiounts of dssets, liabilities,
income and expenses. Actual results may differ from these estimates.

Estimates and under lylnU aSsumptions are reviewed on-an ongomg basis. Revisiens to estimates
are.recognized prospectively.

Judgments

Information about judgments made in applying accounting pohc1es that have the most significant,
effects on the amounts recogrized in the financial statement is included in'the followmg notes;

- Note:3 — lease term; whether the company is reasonably certain to.exercise-existence option.

Assumptions and estimation -uncertamt:gs

Information dbout assumptions and estimation uncertainties that have a significant risk of
resulting in a material adjustment in the year ended 31 December 2019 is ificluded in the following
notes: )

~ Note' 7 and Note 4(c) — Impairment of goodwill: key assumptions underlying recoverable
amounts

- Note 10 and Note 4(¢) - (measuremént.of ECL allowarice for tradé recéivables): key assurnptions
in determining the weighted-average loss rate.

- Note 27 (recognition and measurement of provision and contmgencles) key assumptiens about
the likeliiood and magnitude of ati cutflow of resources.




a)

b)

LEEJAM SPORTS COMPANY
{A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed bi Saudi Arabian Riyals)

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES
The Company has adopted JFRS 16 Leases from 1 January 2019. There ate.a numbér of other
new standards, amendments and interpretations, effective from.1 January 2019 but they do not,

have a. matenal effect on the Company’s financial statements.

The Company has applied IFRS 16 using the modified retrospective approach, under which the

cumulative effect of initial application is recognised in retained earnings at 1 January 2019,

Accordingly, the comparative information presented for 2018 has not been restated - i.e. it is
presented, as previously reported, under IAS 17 and related interprétations. The details .of the.

changes in accounting policies are disclosed below. Additionally, the disclosure requireient in

IFRS 16 have not generally been applied to comparative information.

Definition of a lease.

Previously, the Company determined at contract inception whether an arrangement was. or
contajned a lease under IFRIC 4 ‘Determining Whethier an Arrangement contains a Lease’. The
Company now assesses. whether a contract is or contains a lease based on the new definition of a
lease. Under IFRS 16, a contract is, or.contains, a lease if the contract conveys a right to control
the use of an identified asset for a period of time in exchange for consideration.

On trazsition to [FRS 16, the Company elected to apply the practical expedient to grandfather the
assessment of which transactions are leases. It applied IFRS 16 only to contracts that were

previously identified as leases. Contracts that were: not identified as leases under IAS 17 and

IFRIC 4 were not reassessed. Therefore, the definition of 2 lease under [FRS 16 has been applied
only to.contracts entered into-or changed on or affer 1 J anuary 2019.

At mceptlon or on 1eassessment of"a contract that contains a lease component, the Company
allocates the consideration in the contract to each lease and non-lease.compoient on the basis of
their relative stand-alorie prices.

As a lessee

As a lessee, the Company. previously classified leases as.operating leases based on its assessment’
of whether the lease transferred substantially all of the risks and rewards of ownership. Under
IFRS 16, the Company recognises right-of-use assets and lease liabilities for most leases — i.e.
these leases are on-balance sheet.

However, the Company has elected not to recognise right-of-use assets and lease liabilities. for
some leases of low-value assets. The Company’ recognises the lease payments associated with
these leases.as an expense on a straight-line basis over the lease term.

The Company recognises a right-of-use. asset and a lease liability at the leasé commencement
date. The right-of-use asset is initially: measured at cost, and subsequently at: cost less any
accumulated depreciation and impairment losses and adjusted for certain remeasurements of the
lease liability.

The lease liability is initially measured at the present value-of the lease payments that are not paid
at the commencement date; discounted using the interest rate implicit in the lease or, if that rate

cannot be readily determined, the Company s incremental borrowing rate. Generally, the

Company uses itsincrementdl borrowing rate ag-the discount rate.

The lease liability is subsequently increased by the interest cost on the lease liability and decreased
by lease payment made. 1t is remeasured when there isa charige in future lease paymerits arising.
from a change in an‘index or raté, a change in the estimate of the.amount expected to be payable
under a residual value guarantee, or as appropriate, changes in the assessment of whether a

purchase. or extension option is reasonably. certain to be exercised or a termination option is

reasonably certain not-to be exercised.




LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Company ‘has applied judgement to determine the leasé term for some lease contracts in
which it is 4 lessee that inciude renewal options. The assessment of whether the Company is
reasonably certainto exercise such options impacts the lease term, which significantly affects the
amiount of ledse liabilities and.right-of-use assets-recognised.

.Short—ter nt leases

-----

leases of staff accommodatlons 1hat have a [easc term of {2 months or less and leases of fowr
value assets. The Company recognises the lease payments ‘associated with these leases as an
expense on a straight-line basis over the lease term.

Transition

Previously; the Company ¢lassified land leases as operating leases under IAS 17. These include

land for fitness ceriters. The leases typically run for a period of 15 to. 20 years. At transitior, for
leases classified as operatlng leases under [AS 17, lease liabilities were measured at the present
value of the remaining lease payments, discounted at the Company’s incrémental borrowing rate
asat 1 J anuary 2019. Right-of-use assets are measured at their carrying amount as if [FRS 16 had
been applied since the commencement date, discounted using the lessee’s incremental borrowing
rate at the date of initial application — the Company applied this approach to all its land lease for
fitness centers.

The Company used the following practical expedients when applymg IFRS 16 to leases
previously- classified as operating leases under IAS 17:

— applied the exemption not to recognise right-of-use assets and liabilities for leases with less than
12 months of lease term. ' _ _
-~ excluded initial direct costs from measuring the right-of-use asset at-the date of initial
‘application.
—used hindsight in determining the lease term where the contract contains options to extend or
terminate the lease.

Impacts. on transition
On transition to [FRS 16, the Company has recognised rlght-of-use assets and fease Habilities,
recognising the difference in retained earnings. The impact on transition is suminarised below:

1 January

2019

Right-of-use assets récognizeéd in transition 900,000,068
Lease fiabilities on right-of-use assets

~  Current {46,895,683)

- non-current (944,218,996)

Adjustments for prepayments and advances (67,942,535)

Adjustrrients for deferred rent liability 64,591,342

Adjustment toretained earnings (94,465.,804)
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES

The Company has consistently. applied the followmg acceunting policies to all pericds presented
in these financial statements:

Property and equipment

Property and equipment except land, are stated at cost less accumulated depreciation and any
accumulated impairment losses. The cost less estimated residual value of property and equipment
if any, is depreciated on a straight-line basis-over the estimated useful lives of the respective

.assets. Land is stateéd at cost.

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

-self~constructed assets includes:

» the cost of materials and direct labour;

* ‘any other costs directly attributable to bringing the assets to a working condition for their

intended use;

+ when the Company has an obligation to remove the assét ot restore the site, an estimate of the
costs of dismantling and removing the items and restoring the site on which they are located;
and

¢ Capitalized borrowing ¢osts, during corstruction phase.

The estimated useful lives of the principal classes of property and eéquipment are as follows:

Buildings 4% — 12%
Motor vehicles 20%
Sports tool and equipment 10%
Electrical equipment and air conditioners 10%
Furniture and office equipment 12.5%
Computers ' 20%

Any gain or loss on disposal of an item of property arid equipnient is recognized in the statement
of profit or loss.

Subsequent costs

Subsequent costs are capitalized only if it is probable that the future economiic benefits associated
with the cost will flow to-the Company. All other subsequent costs are charged to profit or loss
when incurred. '

Impairment of non-financial assets.

‘Non-financial assets are reviewed for impairment whenever events or changes in circumstances

indicate that the carrying amount may not be recoverable. An 1mpa1nnent loss is recognized. in
the statement of profit or loss for the amount by which the carrying amount of the asset exceeds
its recoverable amount which is the higher of an assét’s fair value less cost 1o sell and value in
use. For the purpose of assessing impairment, assets are grouped at lowest levels for which there

are separately identifiable cash flows (casl1~generat1ng units). Non-financial assets that suffered

impairment are reviewed for possible reveisal of impairment at esch reporting date. Wlhere an
1mpa1rment loss subsequently reverses, the catrying amount of the asset or cash- generatmg unit
is increased io the revised estimate of its recoverable amount, but the increased carrying amount

should not exceed the carrying amount thiat would have been determined, had no impairment loss

been recognized for the assets or cash-generating unit in prior years. A reversal of an impairment
loss is recognized as income immediately in the statement of profit or loss.




LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital work in progress _
Capital work in progress is stated at cost and includes certain assets that have been -acquired but

‘are not ready for their intended use. These assets are transferred to relevant dssets categories and

are depreciated once they are available for their intended use.

Goodwill

Initial recognition
The Company measures goodwill at the date-of acquisition s:
o the fair value of the consideration transferred; plus
o thie recognised amount of any non-controlling interest in the acquiree; plus
+ if'the business combination is achieved in stages, the fair value of the pre-existing equity
1interest in the acquiree.
over the net recogmsed amount (g enera]ly falr value) of the 1dent1t‘ able assets acquired and

Sitbsequent measurement

Subsequently, goodwill is measured at cost less accumulated impairment losses.

Cash and cash equivalents

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

Financizal instriments

Classification and measurement of financial assets and financial liabilities

On initial recognition, a financial asset is classified as measiired at: amortised cost; FVOCI ~ debt
investment; FVOCI — equity investment; or FVTPL. The classification of financial assets is
generally basedon the business model under which a financial asset is managed and its contractual
cash flow characteristics. Derivatives embedded in contracts where the host is a financial asset in.
the scope of the staridard are never separated, Instead, the hybrid financial instrument as a whole
is-assessed for classification:

A financial asset is measured at amortised cost if it meets the following conditions and is not

designated as at FVTPL:

» itis held within a business model whose objective is to hold assets to collect contractual cash
flows; and

¢ ifs contractual terms give rise-on specified datés to ¢ash flows that are solely payments of
principal'and interest on the principal amount outstanding.

® it is held within a business model whose objective is achieved by both collecting contractual

cash flows and seiling financial assets; and
+ its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amourit outstanding.

On initial recognition of an equity investment that is not held for trading, the: Company may

irrevocably elect to present subsequent changes in the investment’s fair value in ‘OCI. The
Company has no such equity investments.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Classification and measurement of financial assets and financial liabilities (continued)

All financial assets not ¢lassified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. This includes all derivative financial assets. On initial recogriition, the
Company may irrevocably desighate a financial asset that otherwise meets the requirements to be
measured at Amortised cost or at FVQCI as at FVTPL.if doing so eliminates or significantly reduces
an accounting mismatch that would otherwise arise.

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

Financial assets at FVTPL

Financial assets at amortised cost

Debt investments at FVOCI

Equity investments at FVOCL

‘The following accounting policies apply to the subsequent measurement of financial assets.

These assets are subsequently measured at fair value. Net
gains and losses, ineluding any interest.or dividend income,
are recognised in profit or toss. The Company has-no such
assets.

These assets are subsequently measured at amortised cost
using the effective interest method. The amortised cost is
reduced by impairment losses,

Interest incomie; foreign exchange gains. and Josses and
impairment are reécognised in profit or loss. Any gain or loss
on deérecognition is recognised in profit or loss. The
Company has bank balances ‘and trade receivables as-its
financial assets under this category.

These assets are _subseq_ue_ntly measured at fair value.
Interest income calculated using the effective interest
method, foreign exchange gains-and losses and impairment
are:recognised in profit or loss. Other net gains. and losses
are tecognized in OCL On derecognition, gains and losses
accumulated in ©CI are reclassified to profit or loss. The
Company has no such investments.

These assets are subsequently measured at fair value.
Dividends are recognised as income in profit or loss unless
the dividend clearly represents a recovery of part-of the cost
of the investment. Other net gains‘and losses aré récognised
in OCI and are never reclassified to profit or loss. The
Company has no such investments.
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 Décember 2019
(Expressed in Saudi Arabian Rivals)

‘SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (¢ontinued)

Impairment of financial assets:
The financidl asséts at amortised cost consist of bank balances, trade receivables, due from a
related party and other assets.

Loss-allowances are measured ofi either of the following bases:

= 12-month ECLs: these are ECLs that result from possible default events within the 12 months
after the reporting date; and

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

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

The Company has elected to measure loss allowainces for trade recéivables and other assets at an-

amount equal to lifetime ECLs.

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

The Company assumes that the credit risk on a financial asset has increased si ignificantly if it is
more than 90 days past due.

The. Company considers a financial asset to be in default when:
- 'the customer is unlikely to pay its credit obligations to the Company in full, without recourse

by the Company to actions such as realising security (if any is held); or

- the financial asset is more than 1 years past due.

Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost
are credit-impaired. A financial asset’is ‘credit-impaired” when one or more events that have.a
detrimental impact on the estimated firture cash flows.of the financial asset have oceutred.,

Presentation of impairient _
Loss allewances for financial asseis measured at amortised cost are deducted from. the gross:

carrying amount of the assets and are presented on the-face of the statement of profit or loss.

Derecognition

Financial assets

The Company derecogmses a financial asset when the contractual rights to the cash flows from
the financial asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risks arid rewards of ownership of the financial asset
are transferred or in which the Company neither transfets nor retains substantially all of the risks

‘and rewards of ownership and it does not retaitt conitrol of the financial asset. .
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)

Financial liabilities
The Company derecognises a financial liability when-its contractual obligations are discharged

or cancelled, ot expire. The Coinpany also derecognises a ‘financial liability when its terms are
maodified and the cash flows of the modified liability are substantially different, in which case a:
new financial lability based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference betweet the carrying amount extin guished
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognised in profit or loss.

Offsetting
Financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when; and only when, the Company currestly has a legally enforceable right

'to set off the amounts and it intends either to settle them on a net basis or to realise the asset and
settle the liability simultaneously.

Borrowings

BorrOngs are recognized at the proceeds received, net of transaction costs incurred. Borrowing
costs that are ditectly attributable to thie construction and / or development of a qualifying asset
are capitalized up-to stage when substantially all the activities necessary to prepare the qualifying

4sset for its inténded use are compléted, otherwise, such costs are charged to the statemesit of
profit or {oss.

Defined benefit obllgatlon— employee benefits

‘Fhe Company’s obligation in respect of defined benefit plan is calculated by estimating the

amount of future benefit that employees have earned in the current and prior periods.

The caleulation of defined benefit obligation is performed annually by a qualified actuary using
the projected unit credit method. The remeasurement of the defined benefit liability, which

comprise actuarial gains and losses, is tecognised immediately in other comprehensive income

which are not reclassified to profit or loss in the subsequent periods. The Company determines
the interest expense on defined benefit liability for the period by applying the discount rate used
to measure the defined benefit obligations at the begmmng of the annual period to the — theri
defined benefit liability, taking intd account any changes in the defined benefit liability during

the period as a result of contributions and benefit payments. Interest expense and other expense
related to defined benefit plan are recognized inthe profit or loss.

Di_vi_den_ds _ _ _
Interim dividends are recorded as a liability in the period in which they are approved by the Board
of Directors. Final dividends aré recorded in the period in which they are approved by the

shareholders in the General Assembly.

Zakat

The Company is subject to Zakat in accerdance with the Zakat regulation issued by-the. General
Autiority of Zakat and Tax ("GAZT") in the Kingdom -of Saudi Arabia; which is subject to
interpretations. Zakat is recognized in the staterient of profit or loss. Zakat is levied at a fixed rate
of 2.5% of the higher of zakat base or adjusted taxable income as defined in the Zakat regulations,

The Company’s management establishes provisions where appropriate on the basis of amounts,

expected to be paid to the GAZT and perlodlcally evaluates posmons taken in the Zakat returns
with respect to sitvations in which applicable Zakat reguiation is subject to. interpretation:
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'LEEJAM SPORTS COMPANY

_ (A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2019.
(Expressed in Saudi Arabian Rivals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue

Type of Product

Subseriptions and
membership income

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

Revenue recognition

under IERS 15

Performarice obligation is

satisfied over time during the

subscription period.  For
Individual customers,
payment is received in

advance. For corporates,
consideration i§ received
based on credit terms agreed
with the.corporate customers.

subséription
subseription  fee,

‘Subscriptions. and membership fee

are recognized as revenue
systemaiically over the terms of the.
period. The.

received in
advance, :is mmally recogmzed as
deferred revenue and subsequently
amortized over the subscription
period.

Personal training Performance obligation is
satisfied over time based on
persenal  training  (PT)
sessions and payment is
received in advanee.

Personal  training fee  are
recognized as revenue as and whein
related services are rendered and
performance  obligation.  are
satisfied. Fée received in advanceis
initially recognized as deferred

revenue and subsequently
recogmzed when PT sessions are
conducted.

Rentals income Rental income is recognized on a
straight line basis overthe terms of

the lease agreements.

Performance obligation is.
satisfied over time during the
lease period and payment is
received basedon contractual
terms with the tenants.

Expenses

Expenses include direct and indiréct costs not specifically part of cost of revenue. Allocations
between cost of revenue, advertising and marketing and general and administrationt expenses,
when reqired, are made on a consistent basis depending upon the nature of the expense.

Fair value measurement _ _

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

« In the principal market for the asset or liability; or _ _
=+ In the absence of a principal market, in the inost advantageous market for the asset or liability:

The principal or the most advantageous markét must beaccessible by the Company. The fair value
of an asset or a liability is measured using assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in theit economi¢ best interest.
The fair value of-a non-financial asset takes into accourit a market paiticipant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.
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LEEJAM SPORTS COMPANY
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NOTES TO THE FINANCIAL STATEMENTS
For the year-ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

‘Thie Company uses valuation techniques that are appropriate in the circumstances and for which

sufficient data is available to measure fair value, maximizing the use.of relevant observable inputs

.and minimizing the use of uncbservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the finanéial statements

are categorized within the fair value hierarchy, described as follows, based on the lowest level

input that is significant to the fairvalue measurément as a whole:

« Level | — Quoted (unadjustedymarket prices in active markets foridentical assets or liabilities

* Level 2 — Valuation techniques for which the Towest level input that is significant to the fair
value measurenient is directly or indirectly observable’

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

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

At each reporting date, managemeiit of the Company analyses the movements in the values of
assets and liabilities which are required to be re-measured or re-assessed as per the Company’s
accounting policies. For this analysis, management verifies the major inputs applied in the latest
valuation by agréeing the information in the valuation computation to-contragts and other relevant
documents.

For the purpose of fair value disclosures, the Company has determined ¢lasses of asgets and
liabilities based on the nature, characterls_tlcs and risks of the asset or liability and the level of the

fair value hierarchy as explained above.

Provisions

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

Foreign currency transactions.
‘Transactions denominated in foreign curreicies are translated to the functional currency of the

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

Earnings per share

The Company presents basic earnings per share for its ordinary shares. Basic earnings per-share

is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company
by the number of ordmary shares outstanding during the period.
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NOTES TO THE FINANCIAL STATEMENTS
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(Expressed in Saudi Arabian Riyals)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Standards issued but not yet effective:

Standards issued but not yet effective

Following are the new amendments to standards which are effective for annual periods beginning
after 1 January 2020 and earlier application is permitted; however, the Company has not early
‘adopted them in preparing these financial statements and are not expécted to have.a significant
impact on the Company’s financial statements.

Deﬁ_nitio_n of a Business (Amendment to TFRS 3)

Amendments to reference to conceptual framework in IFRS Standards.
Definition of Material (Amendments to IAS | and TAS 8)

IFRS 17 — Insurance contracts. '
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5.1

3.2.

3.3.

LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

PROPERTY AND EQUIPMENT (CONTINUED)

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

2019 2018

Costs of revenue (Note 21) N 132,848,172 105,667,481
General and administrative expenses (Note 23) 4,054,214 3,918,507
136,902,386 109,585,988

The Capital Work-in-Progress (CWIP).as of 31 Decermber 2019 represents construction costs arid
capital ‘€quipment amounting to SAR 143.84 million and SAR 41,51 million (December 2018:

SAR 140.6 million'and SAR 63 4m11110n) respectively. The construction costs include an amount
of SAR 0.71 million (December 2018: SAR 1.6 million) in respect of borrowing costs capitalized
during the construction period. The total borrowing ¢ost capitalized under CWIP during the year

-amount to SAR 4.01 million; and the capitalization rate was 4.0% (Décember 2018; 4.55%). The

capital equipment mainly includes gym equipment, which have been procured but are not
currently available for use. In addition, the Company has capitalized depreCiatxon on right-of-use
asset amounting to SAR 9.9 million (December 2018: Nil) and interest expense on lease liabilities
amounting to SAR §.1 million (December 2018:'Nil} due to adoption of IFRS 16.

The charge in respect of write off of property and equipment is included in the general and
administrative expenses. '

LEASES

Right-of-use assets

Interest capitalized for under construction fitness centers

-Amounts recognized in the Statemerit of profit or loss are as follows:

Depreciation on right-of-use assets (Note. 24)
Interest expense on lease liabilities (Note 25)
Total

24

Balance as at 1 January 2019 (Note'3) 900,000,068
Additions during the year 13,560,240
Depreciation -
- charge for the year {63,321,278)
- capitalized for under construction fitniess cefiters _ (9,906,238)
‘Balance as at 31 December 2019 840,332,792
Lease labilities
‘Balance as at 1 January 2019 (Note 3) 991,114,679
Additions during the year 13,560,240
Lease payments for the year {90,954,540)
Interest expense for the year (Note 25) 34,450,571

8,100,540

Balance as at 31 December 2019 956,271,490
Lease liabilities as at year end are as follows:

‘Lease liability on right-of-use assets — non-current portion 893,772,931
Lease liability on right-of-use assets — current portion. 62,498,559
Total 956,271.,4M)

For the year
ended

31 December
2019
63,321,278

34,450,571
97,771,849
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
Forthe yearended 31 December 2019
(Expressed in Saudi Arabian Riyals)

GOODWILL

This represents goodwill recognized during 2016 a5 a résuit of a business combination through
acquisition of two Tunning fifness centers Iocated in the cities of Dwadmi and Riyadh. The
acquisition enabled the Company to save time required to construct. new centers. The total
consideration paid for the acquisition of these centers.amounted to SAR 24.5 million, which
resulted:in goodwill of SAR:9.45 millioi.

Impairient test _ _
The Company performed. the impairment testing of goodwill as of 31 December 2019. The
recoverable amount of the two acquired centers was calculated based on a value fivuse calculation
using cash flow projections for next 9 and 16 years, approved by the Board of Directors. The
recoverable amount exceeded the carrying amount of goodwill even at.a. stressed discount rate of
14%, hence the goodwill is not considered to be impaired at.31 December 2019,

‘Management determined forecastrevenue growth based on past performance and its expectations

of market development. The discount rate reflects management’s estimate of the specific risks
relating to the centers. The calculation of value in use is most sensitive to. the assumptions on
revenue growth rate arid costs of revenue used to extrapolate cash flows as. well as the factors
used in‘coniputing Terthinal Value. The growth rate used for terminal value computation is 2%.

‘Seénsitivity to. Changes in Assnmptions

With regard to the assessment of the v_a'lu_e.-._in. use, management believes that no reasonably
possible change in any of the key assumptions above would cause the carrying value of the

‘goodwill to materially exceed its recoverable amount.

PREPAYMENTS AND OTHER ASSETS

2019 2018
Prepaid expenses:

- Rent (Note 8.1) - 45,533,731

- Government expenses 8,201,872 6,364,407

- Housing 3,728,184 4,173,211

_Others 7,583,443 5,073,876

~ Current portion of long-term prepayment (Note 8.1) - 1,200,000
19,513,499 62,345,225

Advances to suppliers and confractors 24,612,764 51,527,462

Write.off of Advances (1,000,000)

23,612,764 51,527,462

Consumables 15,218,897 14,564,979
Provision for obsolete consumables. (1,966,215) - i

_ 13,252,682 14,564,979

Other receivables 4,283,129 3,210,762

Impairment allowance for doubtful receivables (1,231,618) {1,231,618)

3,051,511 1,979,144

59,430,456 130,416,810

This has been adjusted against rétained earhirigs as part of transition adjustments related to

IFRS-16 (see note 3).

RELATED PARTY TRANSACTIONS AND BALANCES

Related parties of the Company comprise of its shareholders having control or significant’
inifluence; unconsolidated subsidiary comparly and key management pérsonnel. The transactions
with related parties are carried out in ordinary course of business and are based on terms.mutually
agreed between the parties. In ‘addition, the Company has also disclosed its transactions and
balances with companies under common directorship.
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11.

LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

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

2019
Remuneration-of directors and key management personnel 8.856,840
Lease rentals. paid to a shareholder 3,460,000
Initial public offering cost recovered / recoverable from shareholders -
Sales to a company where a sharehalder has interest:
- Al Sagri Holding 125,774

in frade receivables:

2018
13,862,056
3,400,000
8,136,185

103,537

‘The above transactions resulted in the following balance due from related party that is included

31 December 31 December
2019 2018
- Al Sagri Holding 7,817 --
TRADE RECEIVABLES
2019 2018
Subscriptions and membership receivables- 21,157,467 16,904,420
‘Rentals receivables 9,863,314 7.144 280
31,029,781 24,048,700
Allowarnice for impairment (Note 10.1)
~  Subscriptions and membership receivables {727,201) (212,488)
- Rentals receivables (4,812,704) (4,400,459)}
(5,539,905) (4,612,947)
25,480,876 19,435,753
Movenient in allowance for impairment in ttade receivables is as follows:
2019 2018
Subscription Subseription
and. and
membership Rental membership  Rental
receivables receivables  Total receivables receivables  Total
‘Balance at beginning _ o
of the year 212,488 4,400,450 4,612,947 635,976 1,759.497 2,385,473
Charge / (reversal) o ) _ _
forthe year 514,713 412,245 926,958 (413,488) 2,640,962 2,227,474
Balarice atend of the . — : . . - — : : N
year 727,201 4,812,704 5,539,905 212,488 4,400,439 4,612,947
CASH AND BANK BALANCES
2019 2018
‘Cashi in hand 2,720,766 2,159,890
Cash at bank — current.accounts. 65,349,582 17,255,491
68,070,348 19,415,381

26
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13.

14.

LEEJAM SPORTS COMPANY
(A Saudi Joint Steck Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

SHARE CAPITAL

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

STATUTORY RESERVE
In accordance with Regulations for Companies in Saudi Arabia and the by-laws of the Company,
the Company is required te sét aside 10%-of its net income to statutory reserve until such reserve

equals f0.30% of the share capital.

The statutory reserve is not available for distribution to the shareholders. However, the statutory
reserve can be used for meeting the Company’s losses or for increasing its capital.

LOANS AND BORROWINGS

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

The following amounts are outstanding in relation to these facilities:

2019 2018
Non-current liabilities _
Non-eurrent portion of long term loans 293,444,653 376,323,389
Current liabilities
Current portion of fong termt loans 131,241,548 107,853,383
Total loans and borrowings 424,686,201 484,176,772
Terms and repayments schedule
The terms and conditions of outstanding loans are as follows:
Nominal Yearof

Currency  interest rate maturity’ 2019 2018
Bank loans - unsecured _
- fixed commission rates SAR  43%t0S517% 2020102023 171,037,620 241,736,572

-variable commission rates ~ SAR '(SI'BORH.._S%)'{O o S S
(SIBOR + 2%). 2020 to 2026, 253,648,572 242,440,200

Total 424,686,201 484.176.772

“The outstanding balance of accrued financial costs as at 31 December 2019 is SAR 0.10 million

(31 December 2018: SR 0.15 million) which is included in accrued expense. In addition, the
Company has unutilized loan facilities from local banks amounting to SAR 125 milijon.
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LEEJFAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Saudi Arabian Riyals)

DEFINED BENEFIT OBLIGATION — EMPLOYEE BENEFITS

2019 2018
Present value of the defined benefit obligation 33,013,250 27,426,552
Movement in the present value of the defined benefit
obligation is as follows:
2019 2018
Balance at beginning of the year 27,426,552 23,930,307
Benefits paid during the year (3,992,011) (12,386,904)
Current service costs and. interest _ 7,938,812 13,683,714
Remeasurement of actuarial fosses recognized in QCI 1,639,897 2,199,435
Balance at the end of year ' 33,013,250 27,426,552
Expense recognized in the statement of profit or loss: _ _ o
Curtent service cost 6,502,490 6,723,682
Past service.cost 76,258 6,312,637
Liiterest or obligation 1,060,064 647,395
7,938,812 13,683,714
The amounts recognised in the statement of profit or loss have been allocated as follows:
2019 2018
Costs of revenie (Note 21.1) 5,354,858 5,777,412
Advertising and marketing expenses (Note 22.2) 185,369 157,349
General and admiiiistrative expenses (Note 23.1) 2,398.,-5_8_5 7,748,253
7,938,812 13,683,714
019 2018
Key actuarial assumptions
- Discount rate used 2.50% 4.20%
- Future growth in salary 2.00% 2.50%

Sensitivity analysis

‘Reasonable possible changes. at the repotting date to one of the relevant actuarial assumption,

holding -other assumptions constant, would have affected the defined benefit obligation by the

amounts shown below:

_ Increase Decrease
2019
Discount rate (1% movement) (1,768,736) . 1,982,879
Future salary increase (1% movement) 2,055,022 (1,865,153)
2018
Discount rate (1% movement) (1,439,344) 1,606,017
Future saldary increase (1% movementy 1,692 282 (1,541,626)

Risks associated with defined benefit obligation

Salary increase risk:

The most conimon type-of defined benefit is one where the benefit is linked with final salary. The.
rigk arises when the actual increases are higher than expectation and impacts the liability

accordingly,




15.

16.

17,

18.

19,

LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019

(Expressed in Saudi Arabian Riyals)

DEFINED BENEFIT OBLIGATION ~ EMPLOYEE BENEFITS (CONTINUED)

Withdrawal risk:

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

ACCOUNTS PAYABLE

Accounts payable to:
- Trade suppliers
- Contractors

ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued expenses
Advances from customers

DEFERRED REVENUE

Deferred subscription income from:
- membership fee
- personal training fee

Deferred rental income

2019 2018
12,644,650 29,009,922
16,368,111 7,544,361
29,012,761 36,554,283

2019 2018
40,219,863 33,930,177

3,185,214 1,674,121
43,405,077 35604208
2019 2018
284,855,055 227,987,612
14,582,277 11,525,253
299,437,332 239,512,865
2,968,197 3,715,312
302,405,529 243,028,177

The deferred revenue of amount SAR 302.40 million as at 31 December 2019 out of which SAR
298.54 miltion will be recognised as revenue for the year ended 31 December 2020.

PROVISION FOR ZAKAT

The principal elements of the Company’s ZaKat base for the years-énded December 31 are as

follows:

Share capital
Retained-eamings

Statutory reserve

Adjusted income for the year
N.oh-cur-rent assets

29

2019 2018
523,833,610 523,833,610
141,919,268 154,405,707

56,021,218 35,429,133
226,524,862 134,512,654
2,363,317.658 1,439,364,522
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LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
{Expressed in Saudi Arabian Riyals).

PROVISION FOR ZAKAT (CONTINUED)

The movement in provision for Zakat is as follow:

2019 2018

Balance at. beginning of the year 3,382,592 4,487,682
Charge for the year 5,723,141 3,362,816
Reversal of prior year over provision - (1,403,735)
5,723,141 1,959,081

Paid during the year (3,374,799) (3,064,171)
Balance at-end ofthe year 5,730,934 3,382,592

Status of final zakat assessments

The Company has submitted Zakat returns for the- years up to.2018, The Company has received
Zakat certificates. from the General Authorlty of Zakat and Income tax (“GAZT") for all the years
up to-31 December 2018 and has received final assessments from GAZT for the years.up to2015.

REVENUE
For the year ended 31
December _
Revenue from contracts with customers
- Suhscriptions and mémbership income 845,262,604 730,469,425
- Personal fraining income 87,736,345 59,575,917
- Rental income 9,076,293 9.901,491

942,075,242 799,946,833

D’isaggrega'tlon of revenue from contract with customers
Revenue from contract with customers is further dlsaggregated based on male and female centers

offerings and segmented by primary geographical regions in.the table befow:

Subscriptions and’

membership income Personal fraining income Rental income
2019 2018 2019 2018 2019 2018

Type of custéiners

Gender wise _ _
“Male Centers 641,872,736 612,567,499 66,935,049 54,378,653 7,301,499 8,945,577
Femnale Coners 203,389,868  T17.901,526 20,801,296 5,197,264 1,774,794 | 955,914
Tatal 845,262,604  730,469425 87,736,345 59,575,917 9,076,293 9,901,491
‘Geographical

markets

Ceittral Region 411,945,950 368,668,896 41,764,111 29,465,013 5311,679 5,879:481
Western Region 281,556,887  221.559,981 27,521,817 16,599,878 3224765 3,472,645
Eastérn Region 137,305,948 125,990,196 14,140,965 10,272,217 515218 307,506
UAE 14,453,819 14.250.352 4,309,452 3,238,809 24,631 41.85¢
“Total 845,262,604 730,469,425 87,736,345  39,575517 9,076,293 9,901,491

In addition, the Company separately presents'segment information in accordance with TFRS-8 (see

note 29).




LEEJAM SPORTS COMPANY
(A Saudi Joint.Stack Conipany).
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in.Saudi Arabian Rivals)

20. REVENUE (CONTINUED)

Assets and liabilities related to contracts with customers _
The Company has recognised the following assets and liabilities related to contracts ‘with

customets:
2019 2018
‘Trade receivables, gross (Note 10) 31,020,781 24,048,700
Deferred revenue (Note 18) (302,405,529)  (243,228.177)
(271,384,748) (219.179,477)

Deferred revenue relates to advance consideration received from customiers for memberships sold
at ¢enters, corporates, personal training and rental income which: will be recognized in future
periods based on performance obligation of the services to be rendered and simultaneous
receiving of benefits by the customers.

21. COSTS OF REVENUE

For the year ended 31 December

Salaries and related benefits (Note 21.1) 213,657,952 173,104,497
Depreciation _
— property and equipment (Note'5.1) 132,848,172 105,667,481
— right-of-use assets (Note 24) 62,691,455 _ -
Rent expenses (Note 21.2) . 76,055,524
Water and electricity 70,472,394 61,429,079
Cleaning and services expenses- 46,874,448 37,326,509
Governmental and recruiting expenses. 15,623,780 8,079,084
Maintenance and repair 11,210,648 6,867,296
Consumables 10,630,070 11,482,873
Security and safety 6,350,073 3,972,619
Stationery 2,898,457 2,210,047
Others 9,515,277 8,467,569
582,772,726 494,612,578

21.1 This includes defined benefits obligation — employee benefits amounting to SAR.5,35 million (31
December 2018: SAR.5.78 million).

21.2 Upon adoption of the new accounting standard on leases — IFRS 16, lease rentals expenses
previousty reported under IAS 17 are no longer required to be recognized as rent expense. Instead,

22. ADVERTISING AND MARKETING EXPENSES
For the year ended 31 December
' 2019 2018
Advertising and marketing 13,964,496 12,647,434
'FC Barcelona license and commercial fees (Note 22.1) _ — 4,102,033
Salaries and related benefits (Note 22.2) 5,380,797 4,660,388
19,345,203 21,409,855

depreciation on right-of-use asset and financial charges on lease liability are recoghized,

22.1 This represents contractual fees incurred. in respect of ‘commercial rights and licenses under
regional partnership agreement with Football Club Barcelona. The contract was expired on 30.
June 2018 and has not been renewed by the Company.
22,2 This‘includes defined benefits dbligation - employee benefits amounting.to SAR 0.18 million (31
Decemnber 2018: SAR 0.15 million),
31
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LEEJAM SPORTS COMPANY
(A Saudi Joint Sfock Company)
NOTES TO THE FINANCIAL STATEMENTS.
For'the year ended 31 December 2019
(Expressed in Saudi Avabian Riyals)

GENERAL AND ADMINISTRATIVE EXPENSES

For the vear ended 31 December

Salaries and related benefits (Note 23.1) 42,581,541 62,344,490
Water, electricity and telecommunication 7,469,592 8,294,052
Professional fees 4,772,426 2,793,586

Depreciation _ _ _
— property and equipment: (Note 5.1) 4,054,214 3,918,507
— right-ofiuse assets (Note 24) 629,823 -
Governmental and recruiting expenses 4,181,579 5,222,205
Rent expenses (Note 23.2) e 907,900
Property and equipment written off (Note 5.3) 8,177,947 4,787,196
Loss on disposal of property and equipment 87,485 -
Maintenance, repair and cleaning 1,399,955 655,825
Provision for obsolete consumables 1,966,215 wie
Write off of Advances 1,000,000 -
Stationery 613,446 326,676
Others 3,086,043 2,459.771
80,020,266 91,710,208

23.1. This includes defined benefits obligation — employée benefits amounting to. SAR 2.4 million (31

23.2

December 2018: SAR 7.73 million).

Upon adoption of the new accounting standard on leases — IFRS. 16, lease rentals expenses

previously reported under IAS 17 are no longer required.to be recognized as rent expense. Instead,
depreciation on right-of-use assets and. financial charges on lease liability aré recognized.

32
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27.2

LEEJAM SPORTS COMPANY
(A Saudi Joint Stock Company)
NOTESTO THE FINANCIAL STATEMENTS
For the year ended 31 December 2019
(Expressed in Seudi Avabian Riyals)

FINANCE COSTS
For-the year ended 31 December
2019 2018
‘Interest on loans.and borrowings 17,949,953 17,763,832
Interest expense on lease liabilities (Note 6) 34,450,571 _ -
Bank charges _ 5,266,172 3,303,336
57,660,696 21,067,168

EARNINGS PER SHARE- BASIC AND DILUTED

Earnings per share is caleulated by dividing the net profit for the year-ended 31 December 2019
and 31 December 2018, by the weighted average number of shares outstanding at the end of the

respective year, which consisted of 52.38 million shares as at 31 December 2019 (3] December

2018: 52.38 million shares).
COMMITMENTS AND CONTINGENCIES

Contingencies

a) During 2017, the Company purchased land costing SR 24.31 million. During the year,
previous owner of the land lias filed a case against the Company on the basisthat the land was
sold without her'consent. Ensuing to the case, the Company has- submitted the original land
deed and otherrelated documents to the Mm[stry of Justice for verification and confirmation
of the Company’s ownership of the land. The Company’s'management and the legal advisor-
are of the view that the Company has valid grounds to prove the beneficial ownership of the
land in the Company’s name and the matter will be decided in the favor of the Company.

-Accordingly, no provision has been recorded in these financial statements for the year ended
31 December 2019.

b) The Company has issued létters of guaranteés amounting to SAR 2.84-million (31 December
2018: SAR 3.17 million)-against land lease.

Commitmerits
Operating leases.
For the year ended 31
December
2019 2018
Payments under short term operating leases recognized as an
expense during the year 2,967,291 2,181,532

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

For the year-ended 31
December
2019 2018
Costs of revenue 2,857,727 2,074,628
General and administrative expenses 109,564 106,904
2,967,291 2,181,532
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COMMITMENTS AND CONTINGENCIES (CONTINUED)

27.2 Commitments (continued)

b

28.

29.

Commitments for minimum lease payments under non-cancelable operating leases are as follows:

2019 2018
Minimtimn lease payments — less than one year 2,967,291 96,732,138
‘Minimum lease payments — between one and five years - 412,852,426
Minimum lease payments — more than five vears - 831,279,036

The Company has capital commitments for contracts for setting up fitness centers amounting to
SAR 70.13 millien (31 December 2018: SAR 121.7 million).

DIVIDEND

The Board of Directors, in their meetings held on 26 February 2019, 12 May 2019, 2 Septeimber
2019 and 01 December 2019, recommended the distribution of SAR 28.18 million as, final
dividend for the year ended 31 December 2018 and SAR 21.05 miltion, 26.45 million and 26.03
a$ interim dividend for the periods énded 31 March 2019, 30 June 2019 and 30 September,
respectively.

The shareholders approved final dividend for the year ended 31 December 2018 in the Annual
General Meeting held on 7 May 2019.

OPERATING SEGMENTS

Operating segments are reported in a manner consistent with the internal reportln g provided to
thie chief operating decision makers. The: chief operating decision makers, who are responsible
for allocating resources and assessing performance of the operating segryent, have been identified
as the Executive Management and Board of Directors. The Company’s activities consist solely

of the provision of high quality health, fitness facilities and personzal 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:
e Headquarters and central region

s  Western region

s Eastern region

e International Region UAE
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'OPERATING SEGMENTS (CONTINUED)

differently from profit or loss in the financial statements.

Segiment performance is evaluated based on profit or loss, which in certain respects, is also measured

36

Geographical Segments
As atand for year Headquarters
ended & Central Western: Eastern International
31 December 2019 Region’ Region Region  Region - UAE Total
‘Revenue 459,021,740 312,303,469 151,962,131 18,787,902 942,075,242
Costs of revenile (252,727,539) (226,467,857) (87,595,386) (15,981,944) (582,772,726)
Gross profit 206,294,201 85,835,612 64,366,745 2,805,958 359,302,516
‘Comprehensive income 152,814,754 36,917,388 44,400,561 274,645 234,407,348
Unallocated head. office. cost ' (30,126,400)
Depreciation '
- property and equipment: (56,263,195)  (56,417,282) (20,678;648) (3,543.261)  (136,902,386)
- right-of-use assets (25,628,586)  (24,893,817) (10,677,233)  (2,121,642)  (63,321,278)
Total assets. 1,1 1'6,_410_,016 -997,893,980 307,199,064 94,796,278  2,516,299,338
“Total liabilitics 999,621 636 534,644,556 195,491,160 64,767,890 1,794,525,242
Sepment
As at and for year- Headquarters
énded 31 & Central Western Eastern Intetnational
December 2018 Region Region Region Region - UAE Total
Revenue 404,013,390 241,632,504 136,769,919 17,531,020 799,946,833
Costs of revenue (224,429,671}  (173,325,795) (80,238,114) (16,614,998) (494,612,578)
Gross profit 179,583,719 68,302,709 56,531,805 916,022 305,334,255
Comprehensive income / (loss) 126,784,581 31,355,338 38,344,795 (236,612) 196,248,102
Unallocated head office cost ' ' (18,355,092)
Depreciation
- property and equipment (47,248,431)  (40,964244) (17,868,150}  (3,505,163) (109,585,988)
‘Total assets 724,761,649 614,475,860 217,223,712 52,171,245 1,608,632,466
Total liabilities 685,268,151 112,465,927 66,592,106 30,637,832 894,964,016
Market Segments
For the year ended 31 For the year ended 31 For the year ended 31
December December December
Male Fitness Centers Female Fitnéss Centers Total

Revenue 716,109,284 675,891,729 225,965,958 124,055,104 942,075,242 799,946,833
Costs of revenue (450,310,621) (432,384,635) (132,462,105) (62,227,943) (582,772,726 (494,612,578)
Gross profit ' 265,798,663 243,507,094 93,503,853 61,827,161 359,302,516 305,334,255
Comprehensive ' '

inconte 161,629,806 143,548,724 72,777,542 52,699,378 234,407,348 196,248,102
Unallocated head ' '

office cost - - - - (30,126,400) (18,355,092)

Depreciation

-propertyand 45320798 96,537,139 34,581,588 13,048,849 136,902,386 109,585,988

equipment

~right-ofuse g 705,372 —~ 14,525,906 ~ 63321278

‘assets
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DETERMINATION OF FAIR VALUES

Fair values, of fihancial and non-financial assets and liabilities -are determined for measurement
and/or disciosuré purpose on the basis of accounting policies disclosed in the financial statements.
At the reporting date, carrying value of the Company's financial and non-financial assets and
liabilities reasonably approximate to their fair values.

FINANCIAL RISK MANAGEMENT

The Company has exposure to the 1‘1}110\*«1110r risks from financial instruments:
(i) Credit risk;

(it} Liquidity 1'.1_sk; and

(iii) Market risk.

Risk:management framework

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

Risk management structive
A coliesive organisational structure is established within the Company in order to identify, assess,
monitor and control risks.

Board of Directors/ Audit Committee

The apex of risk governance is the centralised oversight of the Board of Directors and-Audit
Committee: prov:dmg direction and the necessary approvals of strategies and policies in order to
achieve defined corporate goals.

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

The risks faced by the Company and the way these risks are mitigated by management are
summarised below:

Credit risk

The Company manages exposure to credit risk, which is the risk that one party to a financial

instrument will fail o discharge an obligation and cause the other party-to incur a financial loss.
Credit exposures arise principally from Company’s receivables and balances with banks.

Management of credit risk
The Company attenipts to controf credit risk by momtormg credit exposures, limiting transactions:
with specific counter-parties, and continually assessing the creditworthiness of counter-parties.

Exposure fo credit risk
The table below shows the maximum exposure to-credit risk for the components.of the statement
of financial position.
31 December 31 December

Financial assets - at amortised cost '

Other assets (note 8) 4,283,129 3,210,762.

Trade receivables, gross (nofe 10) 31,020,781 24,048,700

Bank: balances (note 11) 65,349,582 17255,491
100,653,492 44,514,953
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Cdsh and cash equivalents _

The Company held balances with banks of SAR 65,349,582 as at 31 December 2019, which
represents their maximum exposure on these assets. Thege balances are held ‘with banks having
sttong credit ratings. The Company has assessed expected credit losses on bank balances using
the life-time approach and have determined that the balances are niot impaired.

Trade receivables
The ageing of trade receivables that were riot impaired at the reporting date is as follows:

31 December 31 December

Neither past due nor impaired: 19,239,526 15,322,658
Past due but not impaired:
- 11030 days 1,399,637 1,392,482
- 31 to 60 days 495,843 649,008
- 611090 days 635,533 593,719
= 91 to 120 days 1,490,595 843,815
= 121 to 150 days 443,918 -
- 151 tp 180 days 2,854 96,634
- 181 to 210 days 573,710 161,630
- 211 to 240 days 277,149 -
- 24110270 days 333,039 138,862
- 271 to 300 days 504,830 63,980
- 301 t6 330 days - 90,766
- 331 to 360 days 84,242 82,109
~ 360 days plus - -
‘Total trade receivables 25,480,876 19,435,753
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Other current assets _ _

The management believes that tlie Company is not significantly exposed to credit risk o its other
current assets as the balance is-fiot significant: The Company believes that unimpaired amounts
that are past due by more than 30 days are still collectible in full based on historicat behavior and:
extensive analysis of customer credit risk.

‘Geographical concentration of risk of financial assets with credit risk exposure

The Company: is not exposed to significant credit risk based on its geographical coricentration as
the Company’s operations are principally based in the Kingdom of Saudi Arabia and all financial
assets carryinig credit risk are concentrated within the Kingdom of Saudi Arabia except for
immaterial balance with-a bank in United Arab Emirates,.

Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet
commitments associated with financial instruments. Liquidity risk may result from the inability
to sell a financial asset quickly at an amount close to its fair value, The Company limits its
liquidity risk by monitoring its funding requirements and ensuring that bank facilities are
available.

As at 31 December 2019, current liabilities of the Company have exceeded its current assets by-
SAR 421.31 million. However, the current liabilities include SAR 302.40 million of deferred
revenue representing subsciiption fee received inadvance and SAR 3.18 million of advances from
customers, which the Company does not expect and is not legally required to repay as at 31
December 2019. Further, the Company has total unutilized banking facilities of SAR 125- milfion.

as of 31 December 2019, which thie management can avail in case of any shortfall. ‘Also,

operational funds which currently are partly utitized to finance certain capex requirements,
optimizing the cost of borrowings, can be directed towards meeting working capital requirements.
Therefore, the Company is not exposed to any significant liquidity risk in the foreseeable future.

Analysis of financial lia'bilities'by remaining contractual maturities

The table below suminarises the maturity profile of the Company’s. financial liabilities at 31
December 2019 based on contractual undiscounted gross cash flows. The contractual maturities
of liabilities have been determined based on the. remaining pericd at the statement of financial
position date to.the contractual maturity date.

- . Witlin 3- 3teI2 ITws No fixed
31 December 2019 montis months Years. mrﬁ;:ri&. Total
(SAR)
Loans and borrowings* 40,201,003 "108,289,255" 314,096,725 -~ 462,586,983
Accounts payable 29,012,761 . - -~ 29,012,761
Acerued éxpenses 40,219,863 — - 40,219,863
109,433,627 108,289,255 314,096,725 — 531,819,607
_ _ Within3 - 31012 Itws Ne fived
31.December 2018 -months months Years maturity Total
. (SAR)
Loans and borrowings* 731,891,930 101,637,278 408,491,612 - 542,020,820
Accounts payable 36,554,283 - - - 36,554,283
Accrued expenses 33,930,177 - - - 33,930,177
102,376,390 101,637,278 408,491,612, - 612,505,280

* The loans and borrowings include finance cost of SAR 37.9 million (31 December 2018: SAR
57.8 million).
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Market risk _
Market risk is the risk that the fair values or future cash flows of the financial instruments will

fluctuate due to changes in market variables such as special commission rates and foreign

exchiange ratés.

Interest rate risk

‘The interest rate profile-of the Company’s interest bearing financial instruinents are as Tollow:

019 2018
Fixed rate instruments.
Financial Habilities 171,037,629 241,736,572
Variable rate instruments _ _
Financial liabilities 253,648,572 _ 242,440,200

Cash flow sensitivity analysis for variable rate instruments _

A reasonably possible change of 100 basis points in inferest rates at the reforting date would have
increased (decreased) profit or loss by the amounts shown below. This analysis assumes that afl
other variables remain constant,

100 bp 100 by
increase: decrease
31 December 2019
Variable rate instruments (2,536,428) 2,536,428
31 December2018
Variable rafe instruments (3,666,207) 3,666,207

CAPITAL MANAGEMENT

The Company’s- policy is to maintain a strong capital base to maintain creditor ‘and market
confidence and to sustain future devélopment of the business. Management monitors the growth
of business, asset quality risks and return on capital as well as the level of dividends to
shargholders.

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

The Company menitors ¢apital using a ratio of - adjusted net debt to adj’usted ‘equity. ‘For this
purpose, adjusted net debtis defined as total liabilities, comprising commission-bearing loans and
borrowings less cash and cash equivalents, Adjusted equity comprises all compenents of equity.

CORRESPONDING FIGURES

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

APPROVAL OF FINANCIAL STATEMENTS

The finaricial statements have been authorized. for issue by the Board of Directors on 09 March

2020, corresponding to 14 Rajab 1441H.
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