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Bakertilly MKM and Co 

Chartered accountants 

P.O. Box 300467, Riyadh 11372 

Kingdom of Saudi Arabia 

Tel: +1 835 1600 966 

Fax: +160111835966 

Independent Auditor's Report 

To Partners,  

KnowledgeNet Computers Company  

(a closed Saudi joint stock company) 

Report on the audit of the financial statements 

Opinion  

We have audited the financial statements of KnowledgeNet Computers Company (a closed Saudi joint 
stock company)which include the statement of financial position as on December 31, 2021, the 
statement of comprehensive income, the statement of changes in equity and the statement of cash flows 
for the year ended on that date and the notes attached to the financial statements, including a summary 
of important accounting policies. 
In our opinion, the accompanying financial statements: Present fairly, in all material respects, the 
financial position of the company as on December 31, 2021, and its financial performance and cash 
flows for the year ended on that date in accordance with the International Financial Reporting Standard 
for Small and Medium-sized Enterprises approved in the Kingdom of Saudi Arabia, and the standards 
and issuances Others issued by the Saudi Organization for Certified Public Accountants. 
Basis of opinion 
We were audited in accordance with international auditing standards adopted in the Kingdom of Saudi 
Arabia, and our responsibilities under those standards are explained in the “Auditor’s responsibilities 
for the audit of financial statements” section of our report. We are independent of the Company in 
accordance with the rules of professional conduct and ethics approved in the Kingdom of Saudi Arabia 
that are relevant to our audit of the financial statements. We have also fulfilled other requirements of 
professional conduct and ethics in accordance with those rules and we believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our opinion. 
Responsibilities of management and those charged with governance for the financial statements 
The management is responsible for preparing the financial statements and their fair presentation, in 
accordance with the international financial reporting standard for small and medium-sized enterprises 
approved in the Kingdom of Saudi Arabia and other standards and issuances issued by the Saudi 
Organization for Certified Public Accountants, the provisions of the Companies Law and the 
company’s articles of incorporation, and is also responsible for the internal control it deems necessary 
to enable it to prepare The financial statements 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 and for disclosing, as appropriate, matters related to going concern and 
using the going concern basis of accounting, unless there is an intention to liquidate the company or to 
cease operations, or there is no realistic option otherwise. . 
Those charged with governance are responsible for overseeing the company's financial reporting 
process. 
Responsibilities of the auditor 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 audit report that includes 
our opinion. The International Standards on Auditing adopted 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 they could reasonably be expected to influence, individually or in the 
aggregate, the economic decisions of users taken on the basis of these statements. Finance. As part of 
an audit in accordance with International Standards on Auditing adopted in the Kingdom of Saudi 
Arabia, we exercise financial judgment and maintain a scepticism during the audit. We shall also: 
- Identify and assess the risks of material misstatement of the financial statements as a whole, whether 
due to fraud or error, designing and performing audit procedures responsive to those risks, and 
obtaining 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 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 concern basis of accounting, and 
based on the audit evidence obtained, whether there is uncertainty related to events or conditions that 
may cast significant doubt about 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 report to the relevant 
disclosures included in the financial statements, or if those disclosures are insufficient, we are required 
to modify our opinion and our conclusions are based on audit evidence obtained up to the date of our 
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 related transactions and events in a manner 
that usually achieves presentation. 
We communicate to 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 the audit. 
For BAKERTILLY Certified Public Accountants 
//Sealed and signed// 
Majid Mounir Al-Nimr 
License No. (381) 
Riyadh, 18/05/2022 AD  

 

  



 

KnowledgeNet Computers Company  

(a closed Saudi joint stock company) 

Statement of Consolidated financial position for the year ending on December 31, 2021 

 

  Note  2021  2020 

Assets:       

Non-Current Assets:       

Property, Plant And Equipment  6  1.359.840  764.954 

Net Intangible Assets  7  12.093.581  8.174.535 

Investments In Equity Instruments  8  19.998.953  - 

Investments In An Associate Company  9  30.006  335.750 

Right-Of-Use Assets  10  461.144  732.230 

Total Non-Current Assets    33.943.524  10.007.469 

Current Assets       

Inventory     -  163.576 

Requested By Related Parties  11  38.800  298.444 

Commercial Debtors  12  4.742.712  6.064.593 

Contract Assets    7.220.728  6.990.752 

Prepaid Expenses And Other Debit Balances  13  2.497.517  1.067.203 

Cash And The Like  14  8.903.767  4.467.323 

Total Current Assets     23.403.524  19.051.892 

Total Assets    57.347.048  29.059.361 

Property Rights And Obligations       

Property Rights       

Capital  15  35.000.000  1.500.000 

Statutory Reserve   16  907.325  750.000 

Retained Earnings    6.602.264  16.590.469 

Ownership Rights Of Partners    42.509.589  17.840.469 

Non-Controlling Interest     42.931  -- 

Total Equity    42.552.520  18.840.469 

Liabilities       

Non-Current Liabilities       

Employee Defined Benefit Liabilities  17  3.997.303  5.279.525 

Lease Liabilities  10  136.165  37.659 

Total Non-Current Liabilities    4.133.468  58.541 

Current Liabilities       

Lease Liabilities - Current Part  10  286.525  286.525 

Contract Liabilities (Unrealized Revenue)    7.311.121  37.659 

Required To A Related Party  11  --  58.541 

Accrued Expenses And Other Credit Balances  18  2.642.344  3.759.331 

Zakat Is Due  19  421.070  398.460 

Total Current Liabilities    10.661.060  4.540.516 

Total Liabilities    14.794.28  10.218.892 

Total Equity And Liabilities    57.347.048  29.059.361 

The attached notes an integral part of these financial statements. 

  



 

KnowledgeNet Computers Company  

(a closed Saudi joint stock company) 

Statement of Consolidated profit or loss  and comprehensive income for the year ending on 

December 31, 2021 

  Note  2021  2020 

       

Revenues  20  49.014.525  45.905.672 

Revenue Cost    34.137.124  27.806.350 

Total profit     14.877.401  18.099.322 

Selling And Marketing Expenses  21  4.737.135  3.584.141 

General And Administrative Expenses  22  7.585.670  6.731.775 

Impairment Losses On Investments In Equity 

Instruments  

 
8 

 4.797  - 

The Company's Share Of The Results Of 

Operations Of An Associate Company 

 
9 

 690.075  - 

Financing Expenses  23  71.453  116.291 

Other Income    197.722  359.895 

Profit For The Year Before Zakat    1.985.993  8.027.010 

Zakat  19  421.070  417.442 

Net Profit For The Year    1.564.923  7.609.568 

       

Other Comprehensive Income       

Items That Will Not Be Reclassified 

Subsequently To Profit Or Loss 

 
 

    

The Company's Share Of Other Comprehensive 

Income Of An Associate 

 
9 

 6.946  -- 

Re-Measure Employee Benefits  17  2.099.172  261.747 

Other Comprehensive Income    2.106.118  261.747 

Total Comprehensive Income For The Year    3.671.041  7.871.315 

Profit For The Year Relating To:       

Main Company    1.573.252  7.609.568 

Non-Controlling Interest    8.329  - 

    1.564.923  7.609.568 

Total Comprehensive Income For The Year 

Relating To: 

 
 

    

Main Company    3.679.370  7.871.315 

Non-Controlling Interest    8.329  - 

    3.671.041  7.871.315 

Basic And Diluted Earnings Per Share 

Attributable To The Shareholders Of The 

Parent Company 

 

26 

 0.82  5.07 

The attached notes an integral part of these financial statements. 

 

 



 

KnowledgeNet Computers Company  

(a closed Saudi joint stock company) 

List of changes in unified equity for the year ended December 31, 2021 (Saudi Riyal) 

 

Statement 

 No

te  

Capital  Statutory 

reserve 

Retained 

profits 

 Total  

partnershi

p equity 

 Non-

controlling 

interests 

Total equity 

For ended year on 31 December 2021            

Balance at 01/01/2021   1,500,000  750,000 16,590,46

9 

 18,840,469  __ 18,840,69 

Increase in capital   15 33,500,00

0 

 __ (13,510,25

0) 

 19,989,750  __ 19,989,750 

Net profit  for the year   ___  ___ 1,573,252  1,573,252  (8,329) 1,564,923 

Other comprehensive income for the year   ___  ___ 2,106,118  2,106,118  __ 2,106,118 

Total of  the comprehensive income for 

the year 

  ___  ___ 3,679,370  3,679,370  (8,329) 3,671,041 

Transferred to reserve   __  157,325 (157,325)  __  __ __ 

Net movement during the year   __  __ __  __  51,260 51,260 

Balance at 31/12/2021   35,000,00

0 

 907,325 6,602,264  42,509,589  42,931 42,552,520 

            

For ended year on 31 December 2020            

Balance at 01/01/2020   1,500,000  750,000 11,659,15

4 

 13,909,154  _ 13,909,154 

Previous years' adjustments   _  _ 7,609,568  7,609,568  _ 7,609,568 

Net profit  for the year   _  _ 261,747  261,747  _ 261,747 

Total of  the comprehensive income   _  _ 7,871,315  7,871,315  _ 7,871,315 

Distribution of profit  24 _  _ (2,940,000

) 

 (2,940,000)  _ (2,940,000) 

Balance at 31/12/2020   1,500,000  750,000 16,590,46

9 

 18,840,469  ___ 18,840,469 

 

Financial manager  chief executive officer Chairman of Board of Directors 

Mr. Saeed Hamza   Mr. Mohamed Ahmed Attia Mr. Mohamed Mansour 

The attached notes an integral part of these financial statements. 



 

KnowledgeNet Computers Company  

(a closed Saudi joint stock company) 

Statement of Consolidated cash flows for the year ending on December 31, 2021 

 

 2021 2020 

cash flows from operating activities   

Profit for the year before zakat 1,985,993 8,027,010 

Amendments to:   

Consumption 448,241 254,774 

Depreciation of intangible assets 1,632,609 1,184,363 

  Extinguishing the right to use the assets 271,086 81,029 

debts _ 32,777 

Impairment losses on investments in equity instruments 4,797 _ 

  The company's share of the business results of an associate company 690,075 _ 

  Profits from the sale of property and equipment (874) _ 

component of employee defined benefits 1,722,946 1,344,211 

  financing expenses 71,453 116,291 

Changes in operating assets and liabilities:   

Inventory 163,576 255,731 

commercial debtors 1,321,881 (2,420,958) 

Contract assets (229,975) (967,759) 

Prepaid expenses and other debit balances (1,430,314) (569,964) 

Contract liabilities (unrealized revenue) 7,273,462 (8,354,764) 

Required from related parties 201,103 (550,054) 

Due expenses and other credit balances (1,116,987) 973,406 

Cash generated from operating activities 13,009,072 (539,907) 

Paid from specific employee (953,610) (165,886) 

benefits paid from zakat (398,460) (360,914) 

Paid financing expenses (23,936) (15,283) 

Net cash available from (used in) operating activities 11,633,066 (1,135,990) 

cash flows from investing activities   

Additions to property and equipment (1,045,755) (710,037) 

  Additions to intangible assets (5,551,655) (3,000,000) 

  Additions to investments in equity instruments (20,003,750) _ 

  Receipts from the sale of property and equipment 3,502 _ 

  Additions to investments in an associate (377,385) (335,750) 

  Net cash used in investing activities (26,975,043) (4,045,787) 

cash flows from financing activities   

  Capital increase through cash deposits from shareholders 19,989,750 _ 

Paid lease obligations (262,589) (127,980) 

  Net movement of non-controlling interest 51,260 _ 

  Dividends paid profit  _ (2,940,000) 

Net cash available from the user in financing activities 19,778,421 (3,067,980) 

Net change in cash and cash equivalents 4,436,444 (8,249,757) 



 

Cash and cash equivalents at the beginning of the year 4,467,323 12,717,080 

  Cash and cash equivalents at the end of the year 8,903,767 4,467,323 

   

Financial manager  chief 

executive 

officer 

Chairman of Board of Directors 

Mr. Saeed Hamza Mr. 

Mohamed 

Ahmed 

Attia 

Mr. Mohamed Mansour 

The attached notes an integral part of these financial statements. 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

KnowledgeNet Computers Company  

(a closed Saudi joint stock company) 

Statement of Consolidated cash flowsfor the year ending on December 31, 2021 

 

  2021  2020 

Non-cash transactions:     

Capital increase through retained earnings (Note 15)  13.510.250  - 

The company's share of other comprehensive income of the associate  6.946  - 

Additions to the assets of the right to use (Note 10)  -  813.259 

Additions to lease obligations (Note 10)  -  813.259 
 

  



 

KnowledgeNet Computers Company 

(a closed Saudi joint stock company) 

Notes to the consolidated financial statements for the year ending on December 31, 2021 

 

1- Formation and Activity 

KnowledgeNet Computers Company Limited (the “Company”) is a closed Saudi joint stock company 

registered in the Kingdom of Saudi Arabia under Commercial Registration No. October (2021 AD) It 

was approved to convert the legal entity of the company from a limited liability company to a closed 

Saudi joint stock company, and the statutory procedures were completed. 

The group's activity is represented in the wholesale sale of computers and their accessories, including 

the sale of (printers and their inks) and the wholesale of software. Import includes systems analysis, 

design and programming of special software, software maintenance and website page design. 

The registered address of the Company is PO Box 12611, Olaya District, Makkah Al Mukarramah 

Street, Riyadh, Kingdom of Saudi Arabia. 

2- Basis of Preparation 

A) Statement of Compliance  

The consolidated financial statements of the Group for the year ending on December 31, 2021 have 

been prepared in accordance with International Financial Reporting Standards approved in the 

Kingdom of Saudi Arabia and other standards and publications approved by the Saudi Organization for 

Auditors and Accountants, referred to collectively as “International Financial Reporting Standards”. 

approved in the Kingdom of Saudi Arabia). The most important accounting policies adopted by the 

group are explained in Note No. (3). 

These consolidated financial statements for the year ending 1 December 2021 are the first consolidated 

financial statements issued by the Group. 

b) Basis of consolidation 

The consolidated financial statements include the financial statements of the Company and the 

companies controlled by its subsidiaries (mentioned below) for the year ending on December 31, 2021 

Control is achieved when the Group: 

- Control over the investee company (i.e. having rights that give the group a current ability to direct the 

activities of the investee company). 

- Exposure to risks, or has rights to obtain different returns through its relationship with the investee 

company. 

- The ability to use its powers over the investee company to affect its returns. 

The Group conducts a reassessment to ascertain whether or not it exercises control over the investee 

companies when facts and circumstances indicate that there is a change in one of the elements of 

control mentioned above. 

In general, there is an assumption that the majority of the voting rights results in control and in support 

of this assumption, when the group has less than the majority in the voting rights or similar rights in the 



 

investee company, the group takes into account all facts and circumstances related to that when 

ascertaining whether it exercises control on the investee company, including: 

- The contractual arrangement(s) with the other voting rights holders of the investee company. 

- Rights arising from other contractual arrangements. 

- Group voting rights and potential voting rights. 

Consolidation of a subsidiary begins on the date the Group obtains control over it and continues until 

the date on which control is lost. 

When needed, adjustments are made to the financial statements of subsidiaries to bring their accounting 

policies in line with the accounting policies of the Group. All assets, liabilities, equity, revenues, 

expenses and cash flows relating to intra-group transactions are eliminated in full on consolidation of 

the financial statements. 

The consolidated financial statements include the financial statements of the Company and its 

subsidiaries (the Group) as at December 31, 2021, as follows: 

Affiliated company 

 

Company entity Country of origin ownership percentage 

% 

 

2021 2020 

KnowledgeNet for Business 

Services (1) 

Limited Liability 

Company 

Saudi Arabia  100% - 

Real estate KnowledgeNet 

(1) 

Limited Liability 

Company 

Saudi Arabia  100% - 

Takharuj Information 

Technology (1) 

Limited Liability 

Company 

Saudi Arabia  100% - 

Softmor (1) Limited Liability 

Company 

Emirati 100% - 

Property FZE (2) Limited Liability 

Company 

Emirati 50% - 

 

(1) During the year 2021, the group established 100% owned subsidiaries and transferred specific 

activities to those companies that were in previous years within the activities of the parent company. 

 KnowledgeNet for Business Services: The company was established during the year 2020, and the 

activities of consulting services were transferred to the subsidiary company during the year 2021, 

and therefore there is no activity during the year 2020 AD. The financial statements for the year 

ending on December 31, 2020 AD include the assets, liabilities and business results of the 

subsidiary company. 

 Real Estate KnowledgeNet: The company was established during the year 2020 and the activities of 

the Property Net program were transferred to the affiliated company during the year 2021, and 

therefore there is no activity during the year 2020 AD. The financial statements for the year ending 

on December 31, 2020 AD include the assets, liabilities and business results of the subsidiary 

company. 



 

 Takharuj Information Technology: The company was established during the year 2021 and there is 

no activity during the year 2021. 

 Softmor: The company was established during the year 2021 and there is no activity during the year 

2021. 

(2) On December 27, 2020, the group participated in the establishment of the Property Company FZE, 

with a value of 51,260 Saudi riyals, with 50% ownership, and as of December 31, 2020, this company 

is still in the process of incorporation and has not carried out any transactions or transactions, and the 

amounts have appeared Paid for the incorporation of the company as of December 31, 2020, including 

prepaid expenses and other debit balances. The first financial statements of this company will be for the 

period from the date of incorporation until December 31, 2021 AD. By the year 2021, the company did 

not engage in any activity and did not generate any revenue. 

c) historical cost principle 

The consolidated financial statements have been prepared on the historical cost basis, except for 

employee defined benefits which are measured at the present value of the future obligations using the 

projected unit credit method. 

Historical cost generally represents the fair value of the specific consideration given in exchange for 

goods and services. 

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, regardless of whether the price is 

directly observable or estimated by another valuation technique. 

When estimating the fair value of any of the assets or liabilities, the Group takes into account these 

factors when pricing the assets or liabilities if market participants take these factors into account when 

pricing the assets or liabilities on the measurement date. Family value for measurement and/or 

disclosure purposes in these consolidated financial statements is determined on that basis, except for 

measurements that are similar to fair value, but are not fair value, such as net realizable value in IAS 2 

or value in use in IAS 36. 

In addition, fair value measurements for financial reporting purposes are categorized into three levels 

based on the extent to which the input is explicit to the fair value measurement and the significance of 

the input to the fair value measurement in its entirety, which are defined as follows: 

Level 1: Fair value measurements are derived from quoted prices (unadjusted) in active markets for 

identical assets and liabilities at the measurement date. 

Level 2: Measurements of fair value derived from inputs other than quoted prices that are included in 

Level 1 that are observable for assets and liabilities, either directly or indirectly. 

Level 3: fair value measurements derived from unobservable inputs for assets and liabilities. 

All financial assets and liabilities of the Group are not measured at fair value, as they are measured at 

amortized cost, except for investments in equity, which are measured at fair value. 

 

 



 

d) The functional and presentation currency 

These consolidated financial statements have been presented in Saudi Riyals, which is the Company's 

functional currency, and all amounts are rounded to the nearest Saudi Riyal, unless otherwise indicated. 

3- A summary of the most important accounting policies 

Classification of assets and liabilities into current or non-current 

The Group presents assets and liabilities in the consolidated statement of financial position on the basis 

of their classification as current or non-current. The asset is classified within current assets if: 

-The asset is expected to be realized or there is an intention to sell or use it during the normal business 

cycle. 

-The asset is held primarily for trading 

-The asset is expected to be realized within 12 months after the consolidated statement of financial 

position date, or 

-Being cash or cash equivalent unless it is prohibited to exchange the asset or use it to settle a liability 

within at least 12 months from the date of the consolidated statement of financial position. 

All other assets are classified as non-current assets. 

A liability is considered a current liability if: 

-The obligation is expected to be settled within the normal business cycle 

- The obligation is held mainly for the purpose of trading 

- The obligation is expected to be settled within 12 months after the consolidated statement of financial 

position date, or 

-There is no unconditional right to defer settlement of the liability for at least 12 months after the date 

of the consolidated statement of financial position. 

The Group classifies all other liabilities as non-current liabilities. 

foreign currency 

Transactions and balances 

Transactions in foreign currencies are initially recorded at the rate ruling in the functional currency on 

the date that the transaction qualifies for recognition. Monetary assets and liabilities in foreign 

currencies are retranslated into the functional currency at the prevailing rate on the date of preparation 

of the consolidated financial statements, and all differences arising from settlements or transactions on 

monetary items are recorded in the consolidated statement of profit or loss and other comprehensive 

income. 

The decline in the value of non-financial assets 

The Group assesses at each reporting date whether there is any indication that non-financial assets may 

be impaired. If any such indication exists, or when annual impairment testing for the asset is required, 

the Group estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an 

asset's or cash-generating unit's fair value less costs to sell or value in use, determined for each asset, 

unless the asset does not generate cash inflows that are largely independent of the cash inflows of other 

assets or set of assets. When the carrying amount of an asset or cash-generating unit exceeds its 



 

recoverable amount, the asset is considered impaired and is written down to its recoverable amount. In 

assessing value in use, the estimated future cash flows are discounted to their present value using a pre-

tax discount rate that reflects current market assessments of the time value of money and the risks 

specific to the asset. When determining fair value less costs to sell, an appropriate valuation method is 

used. These calculations are verified using valuation multiples, listed stock prices, publicly traded 

entities, or any other available fair value indicators. 

Impairment losses from continuing operations are recognized in the consolidated statement of profit or 

loss and other comprehensive income within the expense categories consistent with the function of the 

impaired assets. 

For assets other than goodwill, an assessment is made at each reporting date whether there is any 

indication that previously recorded impairment losses may no longer exist or have decreased in value. 

If any such indication exists, the Group estimates the recoverable amount of the asset or cash-

generating unit and a previously recognized impairment loss is reversed only if there has been a change 

in the estimates used to determine the asset's recoverable amount since the last impairment loss was 

recognized. The reversal is limited so that the carrying amount of the asset does not exceed its 

recoverable amount or the carrying amount that would have been determined, net of depreciation, had 

no impairment loss been recognized for the asset in prior years. Such reversal is recognized in the 

consolidated statement of profit or loss and other comprehensive income.  Non-financial assets other 

than goodwill that suffered impairment are reviewed for possible reversal of impairment at the end of 

each reporting period. 

Property and equipment 

Property and equipment are stated at cost less accumulated depreciation and/or accumulated 

impairment losses, if any. The cost of property and equipment includes any costs directly attributable to 

bringing the asset to the location and condition necessary for it to be capable of operating in the manner 

intended by management. 

Cost includes the cost of the replaced part of property and equipment When significant parts of 

property and equipment are replaced at intervals, the Group recognizes those parts as individual assets 

with a definite useful life and depreciation. 

All other repair and maintenance costs are recognized in the consolidated statement of profit or loss and 

other comprehensive income as incurred. 

Depreciation is calculated using the straight-line method over the estimated useful life of the assets as 

follows: 

Item Productive life in years 

Furniture and furnishings 5 years 

computers 2 years 

office equipment 5 years 

 



 

An item of property and equipment is derecognized upon disposal or when no future economic benefits 

are expected from its use or sale. Any gain or loss arising on disposal of the asset is recognized in the 

consolidated statement of profit or loss and other comprehensive income when the asset is 

derecognized. 

Intangible assets 

Intangible assets with finite useful lives acquired separately are measured at cost less accumulated 

amortization and/or accumulated impairment losses, if any. Intangible assets are amortized on a 

straight-line basis over their estimated useful lives of 10 years. The useful lives and amortization 

methods for intangible assets with finite lives are reviewed at the end of each reporting period, with the 

effect of any changes in estimates being accounted for prospectively. Intangible assets with indefinite 

useful lives acquired separately are carried at cost less accumulated impairment losses, if any. 

Expenditures on research activities are recognized as an expense in the period in which they are 

incurred. When certain conditions are met, development expenditure that gives rise to an internally 

generated intangible asset is capitalized When no internally generated intangible asset can be 

recognized, development expenditure is recognized in the consolidated statement of profit or loss and 

other comprehensive income in the period in which it is incurred. 

After initial recognition, intangible assets generated internally are carried at cost less accumulated 

amortization and accumulated impairment losses, if any, in the same way as intangible assets acquired 

separately. 

Any gain or loss on derecognition of the intangible asset is calculated as the difference between the net 

disposal proceeds and the carrying amount of the intangible asset and is included in the consolidated 

statement of profit or loss and other comprehensive income when the intangible asset is derecognized. 

Investments in associate companies 

Associates are those over which the Group exercises significant influence. Significant influence is the 

ability to participate in the financial decisions and operating policies of the investee, but does not reach 

control or joint control over those policies. 

The Group's investment in associates is accounted for using the equity method. 

Under the equity method, investments in associates are carried at cost plus changes that occur as a 

result of a change in the Group's share in the associates' net assets. 

The share of results of operations of associates and the share of other comprehensive income of those 

companies is included in the Group's consolidated statement of profit or loss and other comprehensive 

income. 

The financial statements of the associate companies are prepared for the same financial period as the 

group. 

 

 

 

 



 

 

 

3- Summary of the most important accounting policies (continued) 

Investments in equity instruments 

Investments purchased with the intention not to be held to maturity or for trading purposes are shown at 

fair value, and are included in non-current assets unless there is an intention to sell in the subsequent 

year. Changes in fair value are recorded/charged to the consolidated statement of changes in equity. 

Investments are recognized in the consolidated statement of profit or loss and other comprehensive 

income. 

The fair value is determined by reference to the market value in the case of an active financial market 

or by using alternative valuation methods, otherwise cost is considered as the fair value. If part of the 

acquired investments is sold, it is accounted for on a weighted average basis. 

Financial instruments 

Financial instruments are recognized when the Group becomes a party to the contractual provisions of 

the instrument. A financial instrument is any contract that results in a financial asset of one entity and a 

financial liability or equity instrument of another entity. 

A- Financial assets 

The Group determines the classification of its financial assets at initial recognition. The classification 

depends on the entity's business model for managing financial assets and the contractual terms of the 

cash flows. 

1- Classification 

Financial assets are classified under the following measurement categories: 

a) Those that are subsequently measured at fair value either) through other comprehensive income, or 

through profit or loss, or 

b- Those that are subsequently measured at amortized cost. 

2- Measurement 

On initial recognition, the Group measures the financial assets at their fair value plus transaction costs 

directly attributable to the acquisition of the financial asset. In the case of financial assets not carried at 

fair value through profit or loss and other comprehensive income, transaction costs of financial assets 

carried at fair value through profit or loss are included. The loss is recognized as an expense in the 

consolidated statement of profit or loss and other comprehensive income. when incurred. 

debt instrument 

Subsequent measurement of debt instruments depends on the Group's business model for managing the 

assets and the cash flow characteristics of the asset. The Group classifies debt instruments at amortized 

cost based on the following: 

a- the asset is held within a business model with the objective of collecting contractual cash flows; and 

b- The contractual terms give rise to specified dates for cash flows that are only payments of principal 

and commission on the principal amount outstanding. 



 

Amortized cost is calculated after taking into account any discount or premium on purchase and fees or 

costs that are an integral part of the effective commission rate. 

Equity instrument 

If the Group elects to present fair value gains and losses on investments in equity instruments in other 

comprehensive income, there is no subsequent reclassification of fair value gains and losses to profit or 

loss. Dividends from these investments are recognized in the consolidated statement of profit or loss 

and other comprehensive income as other income when the Company is entitled to receive the 

payment. There are no impairment requirements for investments in equity instruments carried at fair 

value through other comprehensive income. Changes in the fair value of financial assets at fair value 

through the unconsolidated statement of profit or loss and other comprehensive income are recognized 

as other gain (losses) in the consolidated statement of profit or loss and other comprehensive income. 

as applicable. 

Derecognition of financial assets 

The Group derecognizes financial assets when the contractual rights to receive the cash flows expire, or 

when it transfers the assets and significant risks and rewards of ownership of the asset to another party. 

If the Group neither transfers nor retains substantially all the risks and rewards of ownership and 

continues to control the transferred asset, the Group recognizes its retained interest in the associated 

assets and liabilities for amounts it may have to pay. If the Group retains substantially all the risks and 

rewards of ownership of the transferred financial asset, the Group continues to recognize the financial 

assets and also records secured financing against the proceeds received. 

3- Summary of the most important accounting policies (continued) 

Financial instruments (continued) Financial assets (continued) 

Decrease in the value of financial assets 

The Group applies the expected credit loss model to measure and recognize the loss of exposure to 

credit risk and impairment in the value of financial assets that are debt instruments and are measured at 

amortized cost such as loans and trade receivables. 

The expected credit loss is a weighted estimate of credit losses ie) the present value of all cash 

shortfalls over the expected life of the financial asset. A cash shortfall is the difference between the 

cash flows due in accordance with the contract and the cash flows that the Group expects to receive. 

The expected credit loss model takes into account the amount and timing of payments and therefore 

credit losses arise even if the Group expects to receive payments in full but later than the contract due 

date. The expected credit loss method requires an assessment of credit risk and default and the timing 

of its collection since initial recognition. This requires expected credit losses to be recognized in the 

consolidated statement of profit or loss and other comprehensive income even for newly originated or 

acquired receivables. 

Impairment of financial assets is measured at either 12-month expected credit losses or lifetime 

expected credit losses, depending on whether there has been a significant increase in credit risk since 

initial recognition. 12-month expected credit losses represent expected credit losses that result from 



 

default events that may be possible within 12 months after the reporting date. Lifetime expected credit 

losses represent expected credit losses that result from all possible default events over the expected life 

of a financial asset. 

Trade receivables have a short term, usually less than 12 months, and therefore the allowance for 

impairment losses measured as lifetime ECL is not different from the measurement of 12-month ECL. 

The Group uses the practical methods of IFRS 9 to measure expected credit losses for trade receivables 

using a provision matrix based on the aging of the receivables. 

The Group uses credit loss rates that are derived from historical credit loss experience and adjusts them 

to reflect information about current conditions and reasonable and supportable expectations of future 

economic conditions. Credit loss rates vary with the age of past due amounts and are usually higher for 

those with older amounts. 

b- Financial obligations 

The Group determines the classification of its financial liabilities at initial recognition. 

1- Classification 

Financial liabilities are classified into the following measurement categories: 

a- Those that are subsequently measured at fair value through consolidated statement of profit or loss 

and other comprehensive income, or 

b- Those that are subsequently measured at amortized cost. 

2- Measurement 

On initial recognition, the Group measures a financial liability at its fair value less transaction costs that 

are directly attributable to the issuance of the financial liability. Financial liabilities that are not 

measured at fair value through profit or loss and other comprehensive income (such as loans and trade 

payables) are subsequently measured at amortized cost using the effective commission rate method. 

The effective commission rate method is a method of calculating the amortized cost of a debt 

instrument and of allocating the commission allowance over the relevant effective commission period. 

The effective commission rate is the rate that discounts estimated future cash flows (including all fees 

and points paid or received that form an integral part of the effective commission rate, transaction costs 

and other premiums or discounts through the expected life of the debt instrument or, where appropriate, 

a shorter period, to Net book value upon initial recognition. 

3-Derecognition of financial liabilities  

Financial liabilities are derecognized when the specific obligation is exempted, canceled or its term 

expires. When an existing financial liability is replaced by another from the same lender on different 

terms, or the terms of an existing liability are substantially modified, such an exchange or modification 

is treated as a cancellation of the original liability and the realization of a new liability, and the 

difference in the related carrying amount is recognized in the consolidated statement of profit or loss 

and other comprehensive income. 

 

 



 

C- Clearing financial instruments 

Financial assets and liabilities are offset and the net amount is included in the consolidated statement of 

financial position when there is a legally binding right to offset the recognized amounts and there is an 

intention to settle on a net basis, or to realize the assets and settle the liabilities simultaneously. An 

enforceable legal right must not be contingent on future events and must be enforceable in the normal 

course of business and in the event of default, insolvency or bankruptcy of the Group or the other party. 

Commercial Debtors 

Trade receivables are measured upon initial recognition at fair value and subsequently measured at 

amortized cost using the effective commission rate method, less an allowance for expected credit 

losses. Changes in the allowance for expected credit losses are recognized in the consolidated statement 

of profit or loss and other comprehensive income. When a receivable is uncollectible, it is written off. 

Any amounts subsequently recovered from amounts previously written off are included in the 

consolidated statement of profit or loss and other comprehensive income. 

Cash and cash equivalents 

Cash and cash equivalents in the consolidated statement of financial position consist of cash with 

banks. 

Capital 

Instruments issued by the Group are classified as equity only to the extent that they do not meet the 

definition of an asset or a liability. The Group's ordinary shares are classified as equity instruments. 

Employee defined benefit obligation 

Defined benefit plans:  

The obligations included in the consolidated statement of financial position related to the defined 

benefit plan for employees are measured at the present value of expected future payments at the date of 

the consolidated financial statements, using the projected unit credit method, and recorded as non-

current liabilities. The defined benefit obligation is calculated at the end of each annual reporting 

period by an independent actuary using the projected unit credit method. The actuarial evaluation 

process takes into account the provisions of the Saudi Labor Law and the Group's policy. The present 

value of the defined benefit obligation is determined by discounting the estimated future cash outflows 

using commission rates for high-quality corporate bonds registered in the currency in which the 

benefits will be paid, and have terms that approximate those of the related obligations (or if they are not 

available, market rates are used for government bonds). Commission cost is calculated by applying the 

discount rate to the net defined benefit obligation balance and this cost is recognized in the statement of 

profit or loss and comprehensive income at the end of the consolidated statement. 

The cost of the defined benefit obligation is calculated using actuarially determined retirement costs at 

the end of the previous financial year, adjusted for significant market fluctuations and any significant 

one-time events such as program modification, downsizing and payment. In the absence of significant 

market fluctuations and one-off events, the actuarial obligations are extended based on the assumptions 

made at the beginning of the year. In the event that there are significant changes in assumptions or 



 

arrangements during the year, they must be considered to re-measure these obligations and related 

costs. 

3 - Summary of the most important accounting policies (continued) 

Employee defined benefit obligation (continued) 

Defined benefit programs (continued) 

Remeasurement gains and losses arising from adjustments and changes in actuarial assumptions in the 

year in which they occur are recognized in other comprehensive income. 

Changes in the present value of the defined benefit obligation resulting from plan modifications or 

downsizing are recognized directly in the consolidated statement of profit or loss and other 

comprehensive income as past service costs. 

Short-term employee liabilities 

Liabilities related to benefits due to employees, represented in wages, salaries, annual and sick leaves, 

and travel tickets that are expected to be paid within the twelve months after the end of the fiscal year 

in which the employees provide related services, are recognized and measured in the consolidated 

financial statements by the undiscounted amounts expected to be paid upon settlement of obligations. 

Accrued expenses and other credit balances 

Liabilities are recognized for amounts to be paid in the future for goods or services received, whether 

invoiced by suppliers or not. 

Provisions  

Provisions are recognized when the Group has a present legal or constructive obligation arising from 

past events, it is probable that resources embodying economic benefits will be required to settle the 

obligation and the amount of the obligation can be estimated reliably. In cases where the Group expects 

to recover some or all of the provisions, for example, under an insurance contract, the refund amounts 

are recognized as a separate asset only when the recovery process is actually certain. The expense 

relating to a provision is presented in the consolidated statement of profit or loss and other 

comprehensive income, net of any refunds. 

If the effect of the time value of money is material, provisions are discounted using a current pre-tax 

rate that reflects, where appropriate, the risks specific to the liability. When discounting is used, the 

increase in the provision due to the passage of time is recognized as financing costs. 

Lease contracts 

Group as lessee 

The group assesses whether a contract contains a lease at the inception of the contract. The Group 

recognizes all right-of-use assets lease agreements and lease obligations, except for short-term leases 

and leases of low-value assets as follows: 

The right to use the assets 

The Group recognizes the right to use the assets at the commencement date of the lease (ie the date the 

underlying asset is available for use). Right-of-use assets are measured at cost less any accumulated 

impairment losses and amortization, adjusted for any re-measurement of the lease liabilities. The cost 



 

of right-of-use assets includes the amount of lease liabilities recognized, initial direct costs incurred and 

lease payments made on or before the commencement date less any lease incentives received unless the 

Group is reasonably certain to obtain ownership of the leased asset at the end of the lease term. Lease, 

right-of-use assets recognized are amortized on a straight-line basis over the shorter of the estimated 

useful life and lease term the right-of-use assets are subject to impairment. 

 

  



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

3- Summary of the most important accounting policies (continued) 

Leases (continued) 

Lease Liabilities 

The Company recognizes lease liabilities measured at the present value of the lease payments to be 

made over the lease term at the lease commencement date. Lease payments include fixed payments 

(including embedded fixed payments) less any lease incentives receivable, variable lease payments that 

depend on an index or rate, and amounts expected to be paid under residual value guarantees. Lease 

payments also include the exercise price of a purchase option that the Company is certain to exercise 

and payments of penalties for terminating the lease, if the lease term reflects that the Company 

exercises the option to terminate. Variable lease payments that do not depend on an index or rate are 

recognized as an expense in the period in which the event or condition that triggers the payment occurs. 

The Company uses the incremental borrowing rate at the lease commencement date if the interest rate 

implicit in the lease is not readily determinable when calculating the present value of the lease 

payments.  After the commencement date, the amount of lease liabilities is increased to reflect the 

accrual of interest and to reduce the lease payments made. In addition, the book value of lease liabilities 

is remeasured if there is a modification, a change in the lease term, a change in secured fixed lease 

payments, or a change in the valuation for the purchase of the underlying asset. 

Short term leases 

The Company applies the short-term lease recognition exemption to short-term lease contracts (i.e. 

leases with a term of 12 months or less from the commencement date that does not contain a purchase 

option). Lease payments under short-term leases are recognized as expenses on a straight-line basis 

over the lease term. 

Revenues 

Revenue from contracts with customers 

The Company recognizes revenue from contracts with customers based on five steps as specified in 

IFRS 15: 

Step (1): The contract(s) are identified with a customer: A contract is an agreement between two or 

more parties that establishes rights and liabilities and sets standards that must be met for each contract. 

Step (2): Performance liabilities are specified in the contract: A performance liability is a promise in 

the contract with a customer to transfer goods or provide services to the customer. 

Step (3): The transaction price is determined: The transaction price is the amount of consideration to 

which the Company expects to be entitled in exchange for transferring promised goods or services to 

the customer, excluding amounts collected on behalf of third parties. 



 

Step (4): The transaction price is allocated to the performance liabilities in the contract: In a contract 

that contains more than one performance liability. The Company will allocate the transaction price to 

each performance liability in an amount that identifies the amount of consideration the Company 

expects to receive in exchange for satisfying each performance liability. 

Step (5): Revenue is recognized when (or when) the establishment satisfies a performance liability: The 

establishment satisfies a performance liability and revenue is recognized over time if one of the 

following criteria is established: 

A- The company's performance of the liability does not constitute an asset with alternative uses for 

the company and the company has the right to collect the amount for the performance 

completed to date. 

B- The company's performance results in the creation or improvement of an asset that the customer 

controls, as an established or improved asset. 

C- The customer simultaneously receives and consumes the benefits provided by the company's 

performance when the company performs its work. 

Revenue from services is recognized over time in the accounting period in which the services are 

provided. Revenue is recognized when a performance liability is satisfied. 

For performance liabilities in which none of the above conditions are met; Revenue is recognized at the 

time the performance liability is satisfied. 

 

 

 

 

 

 

 

 

  



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

3- Summary of the most important accounting policies (continued) 

Revenues (continued) 

Licenses and devices sold 

Revenue from the sale of licenses and equipment is recognized at a point in time when the significant 

risks and rewards of ownership have been transferred to the customer. It is probable that the due 

compensation will be recovered, and the related costs and the possibility of retrieving licenses and 

equipment can be estimated reliably. There is no longer any continuous interference from the 

administration regarding licenses and devices, and the amount of revenue can be measured reliably. 

Revenue is measured net of returns, trade discounts and volume discounts. 

Revenue is recognized upon delivery of licenses and equipment to customers and is reported net of 

quantities or trade discount. 

Revenue from long-term contracts is recognized when it is possible to obtain an estimate of a reliable 

outcome using the percentage of work performed method, with reference to the completed stage of 

contract work. The stage of completion is measured by calculating the costs incurred to date to the 

estimated total costs of the contract. Revenue is recognized to the extent of contract costs incurred 

when there is no possibility to reach reliable estimates of results that are likely to be recoverable. When 

financial estimates of total contract costs and revenues indicate a loss, a provision is made for the total 

loss of the contract regardless of the percentage of work done. 

Expenses 

Expenses consist of cost of revenue which consists of cost of materials purchased and direct expenses 

including labor costs which are related to cost of revenue. 

Selling and marketing expenses are those expenses resulting from the company's efforts carried out by 

the marketing, sales and distribution departments. All other expenses are classified as general and 

administrative expenses. A distribution of common expenses between the cost of revenues, selling and 

marketing expenses, and general and administrative expenses is made, when necessary, on a reasonable 

basis and in accordance with the nature and function of those expenses. 

Zakat 

The company sets aside a provision for zakat in accordance with the instructions of the Zakat, Tax and 

Customs Authority in the Kingdom of Saudi Arabia. The provision is recognized in the consolidated 

statement of profit or loss and other comprehensive income. 

Value added tax 

Revenues, expenses and assets are recognized net of value-added tax, except if the value-added tax is 

due on the acquisition of assets or services that are not recovered from the Zakat, Tax and Customs 



 

Authority, in which case the value-added tax is recognized as part of the cost of purchasing assets or 

part of the expense item, as the case may be.  

Net VAT that can be recovered from or paid to the Zakat, Tax and Customs Authority is included 

under other assets or other liabilities in the consolidated statement of financial position. 

4- Significant accounting judgments, estimates and assumptions 

The preparation of the Company's consolidated financial statements requires management to make 

judgments, estimates and assumptions that affect the amounts of revenues, expenses, assets, liabilities 

and the accompanying disclosures of contingent liabilities. Uncertainty about these assumptions and 

estimates could result in outcomes that require a material adjustment to the carrying amounts of assets 

or liabilities that will be affected in future periods. 

Judgments 

In the course of applying the company's accounting policies, the management has made judgments that 

may have a material effect on the amounts included in the consolidated financial statements, as follows: 

 

 

 

 

 

 

 

 

 

 

  



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

4- Significant accounting judgments, estimates and assumptions (continued) 

Determining the lease term for contracts that include renewal and termination options 

The Company defines the lease term as the term of the non-cancellable lease plus any periods covered 

by an option to renew the lease if that option is reasonably certain to be exercised or any periods 

covered by an option to terminate the lease if it is reasonably certain not to be exercised. 

The company applies judgment when evaluating whether it is reasonably certain to exercise the option 

to renew or terminate the lease, as it takes into account all relevant factors that would create an 

economic incentive to exercise the option to renew or terminate. 

The company reassesses the lease term in the event of a significant event that may affect its ability to 

exercise or not exercise the option to renew or terminate the contract. 

Estimates and assumptions 

The Management has not, in the course of applying the company's accounting policies, made estimates 

and assumptions that may have a material effect on the amounts included in the financial statements, 

except for the following: 

Uncertain Zakat statuses 

The current due zakat on the Company relates to management’s assessment of the amount of zakat due 

on open zakat assessments as the Company still has to agree with the Zakat, Tax and Customs 

Authority (“the Authority”) on the amounts of final liabilities and because of the uncertainty associated 

with these zakat items, It is likely that the final result will differ significantly when the final assessment 

is issued by the Zakat, Tax and Customs Authority in future periods. The status of zakat assessments 

has been disclosed in Note No. (19). 

Defined benefit liability for Employee  

The cost of the employee benefit liability and the present value of the employee benefit liability are 

determined according to actuarial valuations. The actuarial evaluation includes a set of assumptions 

that may differ from actual developments in the future. These assumptions include determining the 

discount rate, future salary increases and mortality rates. The defined benefit liability is greatly affected 

by changes in these assumptions, and all assumptions are reviewed annually due to the complex nature 

of valuation and underlying assumptions and their long-term nature. 

Provision for impairment losses on trade receivables 

Impairment loss provisions for trade receivables are based on assumptions about the risk of default and 

expected loss rates. The Company uses assumptions in making these assumptions and determining the 

inputs to the impairment calculation, based on the Company's past history and current market 

conditions, as well as forward-looking estimates at the end of each reporting period. 



 

5- Applying the new and amended International Financial Reporting Standards 

5-1 The new and amended International Financial Reporting Standards have been applied, which have 

no material impact on the consolidated financial statements 

The following new and amended International Financial Reporting Standards have been applied, which 

became effective for annual periods beginning on or after January 01, 2021 AD, Which have been 

applied in these consolidated financial statements. The application of these revised IFRSs did not have 

any material impact on the amounts reported for the current and previous years, but may affect the 

accounting of future transactions or arrangements. Amendments to the conceptual framework 

references in IFRSs. 

 Amendments to IFRS 9, IAS 39 and IFRS 7 and IFRS 4 and IFRS 16 Interest Rate 

Measurement Correction - Phase 2. 

 Amendment to IFRS 16 Lease Concessions Extending the exemption granted from applying 

some requirements of the standard until June 30, 2022 AD. 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

5- Applying the new and amended International Financial Reporting Standards (continued) 

5-2 New and revised IFRSs are under implementation but not yet effective and have not been adopted 

early 

The Company has not yet applied the following new standards, amendments and interpretations that 

have been issued but are not yet effective: 

New and revised International Financial Reporting Standards Effective for annual 

periods beginning on 

or after 

Amendments to IFRS 10 “Consolidated Financial Statements” and IAS 28 

“Investments in Associates and Joint Ventures” relating to the treatment of the 

sale or contribution of assets between an investor and his associate or joint 

venture. 

Effective date has 

been postponed 

indefinitely 

Amendments to IFRS 3 “Business Combinations” to update the conceptual 

framework reference. 

January 01, 2022 AD 

Amendments to IAS 16 Property, Plant and Equipment that prevent a company 

from deducting from the cost of property, plant and equipment amounts 

received from the sale of items produced while the company prepares the asset 

for its intended use. 

January 01, 2022 AD 

Amendments to IAS 37 “Provisions, Contingent Liabilities and Contingent 

Assets” relating to costs that must be included when assessing whether a 

contract will cause a loss. 

January 01, 2022 AD 

Annual Improvements to IFRSs (2018-2020) for IFRS 1, 1, 16 and IAS 41. January 01, 2022 AD 

Amendments to IAS 1 “Presentation of Financial Statements” relating to the 

classification of liabilities. 

January 01, 2023 AD 

Amendments to IAS 1 "Presentation of Financial Statements" and Practice 

Statement (2) for IFRS 2 Regarding Relative Provisions for Disclosures of 

Accounting Policies. 

January 01, 2023 AD 

IFRS 17 Insurance Contracts sets out the principles for the recognition, 

measurement, presentation and disclosure of insurance contracts and replaces 

IFRS 4 Insurance Contracts. 

January 01, 2023 AD 

Amendments to IAS 8 "Accounting Policies, Changes in Accounting Estimates 

and Errors" - Definition of Accounting Estimates. 

January 01, 2023 AD 

Amendments to IAS 12 “Income Taxes” - Deferred Tax Related to Assets and 

Liabilities Arising from a Single Transaction 

January 01, 2023 AD 

The Management expects these new standards, interpretations and amendments to be applied in the 

Company's consolidated financial statements for the period of initial application and the adoption of 



 

these new standards, interpretations and amendments may not have a material impact on the 

consolidated financial statements of the Company in the period of initial application. 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

6- Property and equipment, net  

 Furniture 

SR 

Computers 

SR 

Office 

equipment 

SR 

Total 

SR 

Cost:      

Balance on January 01, 2020 AD 518,329 366,945 850,103 1,735,377 

Additions 348,272 148,558 213,207 710,037 

Exclusions (262,186) (151,885) - (414,071) 

Balance on December 31, 2020 AD 604,415 363,618 1,063,310 2,031,343 

Additions 209,057 183,013 654,685 1,045,755 

Exclusions - (7,700) - (7,700) 

Balance on December 31, 2021 AD 813,472 537,931 1,717,995 3,069,398 

Accumulated depreciation:     

Balance on January 01, 2020 AD 518,313 320,216 587,157 1,425,686 

Charged for the year 24,375 59,979 170,420 254,774 

Exclusions (262,186) (151,885) - (414,071) 

Balance on December 31, 2020 AD 280,502 228,310 757,577 1,266,389 

Charged for the year 91,176 128,981 228,084 448,241 

Exclusions - (5,072) - (5,072) 

Balance on December 31, 2021 AD 371,678 352,219 985,661 1,709,558 

Net book value:     

Balance on December 31, 2021 AD 441,794 185,712 732,334 1,359,840 

Balance on December 31, 2020 AD 323,913 135,308 305,733 764,954 

 

 

 



 

 

 

 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

7- Intangible Assets, net 
 Property 

Net 

SR 

Trade 

Net 

Touch 

SR 

I-More 

SR 

I-Trade 

Plus 

SR 

DNX 

SR 

TN 

Twenty 

SR 

I Invest 

SR 

Fast 

Ware 

SR 

Cast D 

SR 

Factory 

SR 

Total 

SR 

Cost            

Balance on January 01, 2020 AD 2,000,000 403,491 4,443,265 900,350 3,500,000 - - - - - 11,347,106 
Additions - - - - - 3,000,000 - - - - 3,000,000 

Balance on December 31, 2020 AD 2,000,000 403,491 4,443,265 900,350 

 

3,500,000 3,000,000 - - - - 14,247,106 

Additions 500,000 - 1,010,331 - 1,010,331 1,010,331 757,748 757,748 252,583 252,583 5,551,655 

Balance on December 31, 2021 AD 2,500,000 403,491 5,453,596 900,350 

 

4,510,331 4,010,331 757,748 757,748 252,583 252,583 19,798,761 

Accumulated amortization:            
Balance on January 1,2020 AD 2,000,000 

 

403,491 1,127,943 277,608 1,079,166 - - - - - 4,888,208 

Charged for the year - - 444,327 90,036 350,000 300,000 - - - - 1,184,363 

Balance on December 31, 2020 AD 2,000,000 
 

403,491 1,572,270 367,644 1,429,166 300,000 - - - - 6,072,571 

Charged for the year 8,334 - 536,933 90,036 442,613 392,608 69,465 69,465 - 23,155 1,632,609 

Balance on December 31, 2021 AD 2,008,334 403,491 2,109,203 457,680 1,871,779 692,608 69,465 69,465 - 23,155 7,705,180 

Net book value:            

Balance on December 31, 2021 AD 491,666 - 3,344,393 442,670 2,638,552 3,317,723 688,283 688,283 252,583 229,428 12,093,581 

Balance on December 31, 2020 AD - - 2,870,995 532,706 2,070,834 2,700,000 - - - - 8,174,535 

 



 

 

 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

8- Investments in equity instruments 

Investments in equity instruments include the following: 

  SR 

2021 AD 

Investments in equity instruments through profit and loss - 

Quoted (A) 

 19,995,203 

Investments in equity instruments at amortized cost - 

Unquoted (B) 

 3,750 

  19,998,953 

The movement in investments in equity instruments during the year is as follows: 

  SR 

2021 AD 

Balance on January 01  - 

Additions  20,003,750 

Impairment losses on investments in equity instruments  (4,797) 

Balance on  December 31  19,998,953 

A- Investments in equity instruments through profit and loss - carried at fair value which is determined on 

the basis of the quoted market price in the active markets in which they are traded. 

B- Investments in equity instruments at amortized cost - unquoted are carried at cost less impairment (if 

any) due to the inability to measure their fair value reliably without undue cost or effort. 

9- Investments in an associate company 

The details of investments in an associate are as follows: 

 Country of the company Ownership percentage SR 

2021 AD 2020 AD 2021 AD 2020 AD 

VeCentral Holdings Co., 

Ltd 

Emirati 45% 45% 30,006 335,750 

    30,006 335,750 

The movement in investments in an associate for the year ended 31 December is as follows: 

  SR 

2021 AD 2020 AD 

Balance on January 01  335,750 - 

Additions  377,385 335,750 

Share in profit or loss  (690,075) - 

share in other comprehensive income  6,946 - 

Balance on December 31  30,006 335,750 

  

  



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

10- Right-of-use assets and lease liabilities 

A- Right-of-use assets 

The book values of the Company's right-of-use assets and lease liabilities and movements during the 

year are as follows: 

  SR 

2021 AD 2020 AD 

Balance on January 01  732,230 - 

Additions  - 813,259 

Amortization during the year (Note 22)  (271,086) (81,029) 

Balance on December 31   461,144 732,230 

B- Lease Liabilities 

  SR 

2021 AD 2020 AD 

Balance on January 01  685,279 - 

Additions  - 813,259 

Cost of funding (Note 2)  23,936 15,283 

Paid during the year  (286,525) (143,263) 

Balance on December 31   422,690 685,279 

Minus the current part  (286,525) (286,525) 

Non- current part  136,165 398,754 

11- Transactions and balances with related parties and partners 

Transactions with related parties are approved by senior management. Following are the details of 

transactions with related parties that took place during the year: 

Relevant party Relationship type Nature of relationship SR 

2021 AD 2020 AD 

VeCentral Holdings 

Co., Ltd 

Expenses paid on 

behalf 

Associate company 377,385 - 

Otr Business Co., Ltd Expenses paid on 

behalf 

Sister company - 298,444 

Daftar Financial 

Technology Company 

  - - 

Mr. Khaled Al-Mousa Withdrawals Partner  - 29,271 

Mr. Abdul Rahman Al-

Yahya 

withdrawals Partner  - 29,270 

The liability consists of related parties of the following: 

  SR 



 

2021 AD 2020 AD 

Daftar Financial Technology Company  38,800 - 

Otr Business Co., Ltd  - 298,444 

  38,800 298,444 

The liability consists of related parties of the following: 

  SR 

2021 AD 2020 AD 

Mr. Khaled Al-Mousa  - 29,271 

Mr. Abdul Rahman Al-Yahya  - 29,270 

  - 58,541 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

11- Transactions and balances with related parties and partners (continued) 

Key management personnel benefits are as follows: 

  SR 

2021 AD 2020 AD 

Short term employee benefits  692,593 1,881,009 

Employee benefits  3,304,710 3,398,613 

  3,997,303 5,279,622 

12-Commercial debtors 

  SR 

2021 AD 2020 AD 

Commercial debtors  4,742,712 6,064,593 

The following is an analysis of the age of trade receivables as at the date of the consolidated financial 

statements: 

  SR 

2021 AD 2020 AD 

up to 3 months  3,978,452 2,592,768 

More than 3 to 6 months  145,496 3,292,119 

More than 6 to 12 months  618,764 179,706 

More than year  - - 

  4,742,712 6,064,593 

13- Prepaid expenses and other debit balances 

  SR 

2021 AD 2020 AD 

Prepaid expenses  1,578,737 403,569 

Cash insurance for letters of guarantee (Note 25)  771,591 454,525 

Workers' liabilities  107,894 58,459 

Payments on account of establishing an investment in a 

subsidiary 

 - 51,260 

Other debit balances  39,295 99,390 

  2,497,517 1,067,203 

14- Cash and cash equivalents 

  SR 

2021 AD 2020 AD 

Cash at banks  8,903,767 4,467,323 

15- Capital 



 

During the year 2021, the shareholders decided to convert the legal establishment of the company from 

a limited liability company to a closed joint stock company and increase the capital to become 35,000.0 

Saudi riyals (2020) 1,500,000 Saudi riyals). It is divided into 3,500,000 shares (2020: 150,000 shares). 

The value of the share is 10 Saudi riyals. This was done by issuing 3,350,000 new shares, which were 

covered by transferring an amount of 13,510,250 Saudi riyals from the retained profits and the entry of 

new shareholders with cash contributions amounting to 19,989,750 Saudi riyals. 

16- Statutory reserve 

In line with the requirements of the corporate law, the company forms a statutory reserve of 10% of the 

net profit for the year until this reserve reaches 30% of the capital. This reserve is not distributable as 

dividends. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

17- Defined benefit Liability for employees 

 The company is required to pay post-employment benefits to all employees under Saudi labor laws 

upon termination of their service. The cost of the defined employee benefit liability is measured using 

the actuarial valuation and the planned unit credit method. 

Reconciliation to the present value of the defined employee benefit liability: 

  SR 

2021 AD 2020 AD 

Balance on January 01  5,279,622 4,572,187 

current service costs  1,722,946 1,344,211 

Finance costs (Note 23)  47,517 101,008 

Charged to profit or loss  1,770,463 1,445,219 

Profits on actuarial re-measurement are charged to other 

comprehensive income 

 (2,099,172) (261,747) 

charged to other comprehensive income  (2,099,172) (261,747) 

Paid   (953,610) (165,886) 

Transferred to related parties  - (310,151) 

Balance on December 31  3,997,303 5,279,622 

18- Accrued expenses and other credit balances 

  SR 

2021 AD 2020 AD 

Commissions accrued  1,052,168 1,546,748 

VAT  326,648 487,310 

Due wages and worker benefits  318,811 790,333 

Accrued leave provisions  55,641 43,544 

commercial creditors  30,732 467,500 

Other credit balances  858,344 433,896 

  2,642,344 3,759,331 

19- Due Zakat  

The zakat charge to the consolidated statement of profit or loss and other comprehensive income for the 

year is as follows: 

  SR 

2021 AD 2020 AD 

Balance on January 01  398,460 341,932 

provision during the year  421,070 417,442 

Paid  (398,460) (360,914) 

Balance on December 31  421,070 398,460 



 

The company submitted its zakat returns for the year ending on December 31, 2020 AD. It obtained a 

zakat certificate that enables her to complete all her transactions, including the final payment of 

contracts, and it is valid until April 30, 2022 AD. 

Issuing zakat certificates and assessments 

The company obtained the zakat assessments for the years up to 2015 AD, and during the subsequent 

period the company received the zakat assessment from the Zakat, Tax and Customs Authority for the 

year 2016 AD. The value of the zakat differences amounted to 27,284 Saudi riyals, and the company 

paid it, and the rest of the years are still under review by the Authority. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

20- Revenues 

  SR 

2021 AD 2020 AD 

Revenue at a point in time  10,807,208 8,659,342 

Revenue over time  38,207,317 37,246,330 

  49,014,525 45,905,672 

21- Selling and marketing expenses 

  SR 

2021 AD 2020 AD 

Salaries, wages and other benefits  2,820,197 2,215,141 

Marketing expenses  1,298,019 749,171 

Commissions  616,911 619,729 

Other   2,008 - 

  4,737,135 3,584,141 

22- General and administrative expenses 

  SR 

2021 AD 2020 AD 

Salaries, wages and other benefits  3,872,351 4,156,875 

Governmental expenses  807,366 459,030 

Legal and professional fees  778,079 362,511 

Depreciation  448,241 254,774 

Amortization of right-of-use assets (Note 10)  271,086 81,029 

Execution of receivables  152,592 169,651 

Rent  149,344 489,002 

Insurance  144,698 141,287 

Communication  135,111 281,485 

Services  111,618 86,628 

Travel and transfer  71,390 33,326 

Bank charges  70,621 38,800 

Other  573,173 177,377 

  7,585,670 6,731,775 

23- Finance expenses 

  SR 

2021 AD 2020 AD 

Finance costs related to the employee defined benefit 

liability (Note 17) 

 47,517 101,008 

Finance costs related to lease liabilities (Note 10)  23,936 15,283 



 

  71,453 116,291 

24- Dividends  

The partners decided during the year to distribute profits in a total amount of nothing (2,940,0000: 

2020 AD Saudi Riyals). 

25-Potential liabilities 

The company has outstanding bank letters as of December 31, 2021 AD in the amount of 3,279,835 

Saudi riyals (December 31, 2020 AD: 1,707,529 Saudi riyals), offset by cash deposits held with banks 

in the amount of 771,591 Saudi riyals (2020 AD: 454,525 Saudi riyals) - Note 13. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

26- Basic and reduced profits per share 

  SR 

2021 AD 2020 AD 

Net profit for the year attributable to the shareholders of 

the parent company 

 1,573,252 7,609,568 

Weighted average number of ordinary shares  1,923,251 1,501,025 

  0,82 5,07 

As disclosed in note (15), during the year 2021 AD, the company increased the number of shares by 

3,350,000 shares by issuing 1,998,975 shares in exchange for cash deposits from shareholders and 

capitalizing 1,351,025 shares from the retained profits. The capitalization event did not result in a 

corresponding change in resources, so the weighted average number of outstanding shares for the year 

2021 AD was determined as the new number of shares after the issuance and capitalization process. 

The weighted average number of outstanding shares for the year 2020 AD is determined as the number 

of iron shares after capitalization, in line with International Accounting Standard 33 "Profits per 

Share". 

27- Categories of financial assets and financial liabilities 

The following are the categories of financial assets and financial liabilities included in the consolidated 

statement of financial position: 

  SR 

2021 AD 2020 AD 

Financial assets at amortized cost    

Liability from a related party  38,800 298,444 

Commercial debtors  4,742,712 6,064,593 

Cash and cash equivalents  8,903,767 4,467,323 

Total financial assets at amortized cost  13,685,279 10,830,360 

 

  SR 

2021 AD 2020 AD 

Financial liabilities at amortized cost    

Accrued expenses and other credit balances  2,642,344 3,759,331 

Liability from a related party  - 58,541 

Total financial liabilities at amortized cost  2,642,344 3,817,872 

 

  



 

 

 

28- Financial Risk Management 

The Company's activities expose it to a variety of financial risks such as credit risk, liquidity risk and 

market price risk. 

Credit risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge a liability and cause 

the Company to incur a financial loss. The Company is not exposed to significant credit risk. Cash is 

deposited in banks with high credit rating. 

Liquidity risk 

Liquidity risk is the risk that an establishment will encounter difficulty in raising funds to meet 

liabilities 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 following are the contractual maturities 

at the end of the reporting period for the financial liabilities.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

KnowledgeNet Company for Computer 

(A Closed Saudi Joint Stock Company) 

Notes about the consolidated financial statements (continued) 

For the year ending on December 31, 2021 AD 

28- Financial Risk Management (Continued) 

Liquidity risk (Continued) 

 less than one year 

SR 

More than a year 

and less than five 

years 

SR 

More than five 

years 

SR 

Total 

SR 

December 31, 

2021 AD 

    

Accrued expenses 

and other credit 

balances 

2,642,344 - - 2,642,344 

 2,642,344 - - 2,642,344 

 

 less than one year 

SR 

More than a year 

and less than five 

years 

SR 

More than five 

years 

SR 

Total 

SR 

December 31, 

2020 AD 

    

Accrued expenses 

and other credit 

balances 

3,759,331 - - 3,759,331 

Liability from a 

related party 

58,541 - - 58,541 

 3,817,872 - - 3,817,872 

Commission rate risk 

Commission rate risk represents the risk that the value of financial instruments will fluctuate due to 

changes in commission rates prevailing in the market. The Company is subject to commission rate risk. 

Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign 

exchange rates. Currency risk arises when future transactions and recognized assets and liabilities are 

denominated in a currency different from the Company's functional currency. 

The Company's exposure to foreign currency risk is primarily limited to transactions in US Dollars and 

UAE Dirhams. The company's management believes that its exposure to currency risks linked to the 

US dollar is limited because the exchange rate of the Saudi riyal is pegged to the US dollar. As for 

transactions using the UAE dirham, they have immaterial effects. The fluctuation in exchange rates 

against other currencies is monitored on an ongoing basis. 



 

29- Reclassification 

The figures for the comparative year have been reclassified to conform to the figures for the current 

year, and this did not affect the profits and equity of the shareholders. 

30- Important events 

The Management believes that there are no significant subsequent events since the end of the year that 

would require disclosure or amendment to these consolidated financial statements. 

31- Date of approval of the consolidated financial statements 

These consolidated financial statements were approved by the Board of Directors of the Company on 

May 18, 2022 AD. 
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