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7. ACQUISITION OF SUBSIDIARIES 

 

During the year, the Company acquired subsidiary companies, to achieve targeted growth rates and 

returns by owning high-quality educational complexes, in line with its expansion policies. 

a) Acquisition of Al Khwarizmi Educational Company’s shares: 

On 1 December 2019, the Group has acquired 100% controlling interests of Al-Khwarizmi 

Educational Company’s voting rights (the “subsidiary”). As the Group has control over the 

subsidiary, its financial statements have been consolidated within these consolidated financial 

statements. 

 

Al-Khwarizmi Educational Company is engaged in the field of education with national 

curriculum. 

 

From the date of the acquisition, on 1 December 2019, until 31 August 2020, the revenues of Al-

Khwarizmi Educational Company amounted to SR 11.7 million of the Group’s revenue and net 

income of SR 4.8 million of the Group’s net income. The Group's management believes that had 

the acquisition been from 1 September 2019, the Group’s revenues and net income would have 

been SR 239 million and SR 53.4 million, respectively. 

 

The table below summarizes the consideration transferred, the value of the assets acquired, and 

the liabilities assumed at the date of acquisition: 

 

ASSETS 

 1 December 

2019 

Property, plant and equipment   8,608,407  

Right-of-use assets   18,330,249  

Accounts receivable          875,510  

Prepayments and other receivables       3,331,174  

Cash and cash equivalents       2,758,019  

Total assets  33,903,359 

LIABILITIES   

Lease liabilities  21,848,444 

Employees’ benefits  606,734 

Advance form customer  5,353,414 

Accrued expenses and other payables   1,770,195 

Provision for Zakat  25,237 

Total liabilities  29,604,024 

Identifiable net assets at acquisition date*  4,299,335 

Result of the acquisition   

Transferred consideration  30,000,000 

Identifiable net assets  (4,299,335) 

Student list (Note 9)  3,492,665 

Goodwill (Note 9)  22,208,000 

 

The carrying value of the assets acquired and liabilities assumed on the date of the acquisition 

approximates their fair value. 

 

The goodwill arising from the acquisition of Al Khwarizmi Educational Company has been 

allocated as a cash-generating unit. The goodwill is mainly attributed to a group of factors, which 

include expected growth rates, the location of the educational complex, and the operational levels 

compared to other educational companies. 

 

The Group has incurred an amount of SR 1,108,354 which represents costs of acquisition process 

and recharged to general and administrative expenses. 
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13. ISLAMIC MURABAHA AND MINISTRY OF FINANCE LOANS (CONTINUED) 
 

Islamic Murabaha from commercial banks 
 

13.3 Murabaha from a commercial bank to finance purchasing a plot of land in Al-Qairawan district 

in Riyadh on 7 March 2016 corresponding to 27 Jumada I 1437H. Murabaha has been obtained 

amounting to SR 40,697,967 including returns of SR 9,721,973 at a profit return rate of 7.5% 

provided that Murabaha shall be repaid in ten equal semi-annual installments of SR 4,069,797 

each. The first installment was repaid on 10 September 2017. Murabaha has been obtained 

through mortgaging this land in the name of a subsidiary of the said bank as a collateral, provided 

that release of mortgage shall be carried out subsequent to paying the last installment on 8 March 

2022 (Note 8.2). At 31 August 2020, the balance of Murabaha amounted to SR 16,279,186. 
 

13.4  Murabaha from a commercial bank to finance purchasing a plot of land in Khobar on 18 May 

2017 corresponding to 21 Sha’ban 1438H. Murabaha has been obtained amounting to SR 

16,975,695 including returns of SR 4,341,174 at profit return rate of 8.25% to purchase two plots 

of land to build schools in Khobar provided that Murabaha shall be repaid in ten equal semi-

annual installments of SR 1,626,808 each. The first installment was repaid on 18 November 2018. 

Murabaha has been obtained by mortgaging these lands in the name of a subsidiary of the said 

bank provided that the release of mortgage shall be carried out subsequent to the repayment of 

the last installment on 18 May 2023. Note (8.5). At 31 August 2020, the balance of Murabaha 

amounted to SR11,387,656.  
 

13.5 Murabaha from a commercial bank to finance a school complex in Al-Qairawan district in Riyadh 

and a school complex in Khobar on 15 August 2017 corresponding to 23 Dhul Qi’dah 1438H. 

The facility agreement has been approved by the General Assembly in its meeting held on 8 

January 2018 corresponding to 21 Rabi II 1439H as a facility with a limit of SR 150 million has 

been obtained for a period of 7 years includes returns at profit return rate at SIBOR +2% provided 

that the facility shall be repaid in semi-annual installments. The facility has been obtained through 

mortgaging real estates of the facility in addition to a promissory note with the maximum limit 

of the amount or outstanding thereof and amerceable bail and performing by the Chairman and 

the Managing Director at the date of obtaining Murabaha. An amount of SR 1,269,585 has been 

utilized including returns of SR 360,495. The first installment will be paid on 13 January 2019. 
 

At 31 August 2020, the balance of Murabaha amounted to SR 1,166,586.  
 

 31 August 2020  31 August 2019 
    

Balance at beginning of the year  38,651,328  50,096,036 

Paid during the year (9,817,900)  (11,444,708) 

Balance at the end of the year 28,833,428  38,651,328 
    

The current value of Islamic Murabaha granted by 

commercial banks is as follows: 
31 August 2020  31 August 2019 

Total Islamic Murabaha at the end of the year 28,833,428  38,651,328 

Less: deferred finance charges    

Balance at beginning of the year (4,315,068)  (7,134,644) 

Finance charges for the year 1,943,682  2,819,576 

Balance at the end of the year (2,371,386)  (4,315,068) 
    

Present value of Islamic Murabaha at the end of the year 26,462,042  34,336,260 
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18. EMPLOYEES' BENEFITS 

 

The Group has a post-employment defined benefit plan. The benefits are required by Saudi Labor 

and Workman Law. These benefits are based on employees’ final salaries and allowances and 

their cumulative years of service, as stated in the laws and regulations of Saudi Arabia. 

 

The following table summarizes the components of net benefit expenses recognized in the 

statement of profit or loss and statement of comprehensive income in addition to the amounts 

included in consolidated the statements of financial position. 

 

Net expense recognized in consolidated statement of profit or loss: 

 

 
31 August 

2020 
 

31 August 

2019 

Service cost 3,214,636  4,220,308 

Interest cost 1,970,360  1,683,000 

 5,184,996  5,903,308 

 

Provision for employees’ end of service benefits recognized in the statement of financial position: 

 

 
31 August 

2020 
 

31 August 

2019 

Balance at the beginning of the year 42,237,700  44,870,000 

Additions during the year a result of acquisition of 

subsidiaries   
7,137,915  -- 

Current service cost 3,214,636  4,220,308 

Interest cost 1,970,360  1,683,000 

 5,184, 996  5,903,308 

Paid during the year (5,865,832)  (4,686,608) 

Actuarial losses/gains recognized in the statement of 

comprehensive income 
4,083,221  (3,849,000) 

 52,778,000  42,237,700 

 

Key assumptions used to determine provision for employees’ end of service benefits are as 

follows: 

 31 August 

2020 
 

31 August 

2019 

Discount rate 3.10%  3.60٪ 

Future salary increase rate 2%  2٪ 

 

Change in an actuarial assumption with all other assumptions held constant could affect the 

provision for employees’ end of service benefits in the following amounts: 

 

 31 August 2020  31 August 2019 

 Increase 

(1%) 

 Decrease 

(1%) 

 Increase 

(1%) 

 Decrease 

(1%) 

Discount rate  43,498,000  49,751,000  39,567,000  45,380,000 

Future salary increase rate  49,755,000   43,444,000   45,399,000  39,504,000 

 

The sensitivity analysis above may not be representative of an actual change in provision for 

employees’ end-of-service benefits as it is unlikely that changes in assumptions would occur in 

isolation of one another. 

  



National Company for Learning and Education 

 (A Saudi Joint Stock Company) 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

31 August 2020 

(Amounts in Saudi Arabian Riyals) 

32 

 

19. SHARE CAPITAL 
 

On 10 Rabi I 1440H (corresponding to 18 November 2018), the Company's shares were listed 

and started trading on Saudi Stock Exchange (Tadawul) under code (4291). The Company's share 

capital has increased after the completion of the IPO and the increase of share capital was from 

SR 300 million (divided into 30 million shares) to SR 430 million (divided into 43 million shares) 

through issuing 13 million shares at a par value of SAR 10 per share. The share price on the issue 

date was SR 19 and the share premium was SR 117 million. The IPO expenses were reduced by 

SR 16 million from the share premium, so the share premium balance became SR 100.98 million. 

 

20. SHARE PREMIUM 
 

The share premium represents the difference between the value of the share and its par value at 

the date of issuance, after deducting subscription expenses as set out in the published prospectus 

and may not be distributed as dividends to the shareholders. 

 

21. STATUTORY RESERVE 
 

In accordance with the Company’s By-laws and Saudi Arabian Regulations for Companies, 10% 

of the annual net income is transferred to the statutory reserve until such reserve equals 30% of 

the share capital.  
 

This reserve is not available for distributions to the shareholders. 

 

22. REVENUE 
 

 For the year ended 

 
31 August 

2020 
 

31 August 

2019 

Tuition fees 214,735,189  193,337,312 

Student transportation fees 2,674,437  2,621,750 

Sport club revenue 431,012  1,983,724 

 217,840,638  197,942,786 

 

23. GOVERNMENT GRANTS AND SUBSIDIES 
 

 For the year ended 

  
31 August 

2020 
 

31 August 

2019 

HRDF grant “Hadaf” 5,410,650  7,455,000 

Revenue from government subsidies for education 381,828   701,097 

Realized revenue from government grants (Note 14) 1,194,764  1,239,837 

 7,433,795  9,395,934 
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28. BASIC AND DILUTED EARNINGS PER SHARE 

 

Basic earnings per share is calculated by dividing income for the year attributable to the Group’s 

ordinary shareholders by the weighted average number of ordinary shares outstanding during the 

year. Diluted earnings per share is the same as basic earnings per share as the Group has no diluted 

instruments. 
 

 31 August 

2020 
 

31 August 

2019 

Net income for the year 57,798,345  50,392,486 

Weighted average number of shares (*) 43,000,000  40,221,918 

 1.34  1.25 
 

(*) The weighted average calculated for number of shares includes the effect of cash increase in 

capital resulting from the IPO as at 31 August 2019. 

 

29. FINANCIAL ASSETS AND LIABILITIES 

 

29.1 Financial asset 

 31 August 

2020 
 

31 August 

2019 

Financial assets at amortized cost:    

Accounts receivable  36,305,494  31,007,029 

Prepayments and other receivables 18,747,356  16,655,687 

Cash and cash equivalents 107,519,296  240,045,569 

Total financial assets at amortized cost 162,572,146  287,708,285 
 

29.2 Financial liabilities 

 31 August 

2020 
 

31 August 

2019 

Financial liabilities at amortized cost:    

Islamic Murabaha and loans of Ministry of Finance 38,163,521  49,842,975 

Lease liabilities on right-of-use assets 72,692,223  -- 

Accounts payable 1,534,525  1,300,645 

Accrued expenses and other payables 12,759,432  7,120,277 

Total financial liabilities at amortized cost 125,149,701  58,263,897 

    

Current portion of financial liabilities 31,936,568  23,829,980 

Non-current portion of financial liabilities 93,213,133  34,433,917 

Total financial liabilities  125,149,701  58,263,897 
 

Fair values of financial assets and financial liabilities measured at amortized cost are not 

significantly different from their carrying amounts. 

 

30. COMMITMENTS 

 31 August  

2020 
 

31 August 

2019 

Contractual commitments for suppliers   534,885  951,645 

Capital commitments - projects in progress 21,501,193  79,651,300 

 22,036,078  80,602,945 
 

Capital commitments are related to Al-Rayyan project for the construction of new classrooms 

(Note 7.1) and Al-Qairawan, Buraydah and Tilal Al-Doha (Al-Tarahi formerly) projects for the 

construction of school complexes (Note 7.2, 7.3 & 7.4). 
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31. RISK MANAGEMENT OF FINANCIAL INSTRUMENTS (CONTINUED) 

 

b) Credit risk (continued) 

 

Accounts receivable (continued) 

The Group provides for receivables by applying the simplified approach to assess the expected 

credit losses. The provision of accounts receivable amounted to SR 19.99 million (31 August 

2019: SR 14.4 million). The following table shows aging of the accounts receivable: 

 

 31 August 

2020 
 

31 August 

2019 

Balances less than 1 year  30,410,822  25,969,817 

Balances more than one year and less than two years 11,199,545  9,125,938 

Balances more than 2 years and less than 3 years 5,409,166  5,071,043 

Balances more than 3 years 9,280,362  5,323,393 

Total 56,299,895  45,490,191 

Impairment of accounts receivable balances  (19,994,401)  (14,483,162) 

Net accounts receivable 36,305,494  31,007,029 

 

c) Liquidity risk 

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated 

with financial liabilities that are settled by delivering cash or another financial asset. The Group’s 

approach in managing liquidity is to ensure, as far as possible, that it will always have sufficient 

liquidity to meet its obligations when due without incurring unacceptable losses or risking 

damage to the Group’s reputation.  

 

The management closely and continuously monitors the liquidity risk by performing regular 

review of available funds, present and future commitments, operating and capital expenditure. 

Moreover, the Group monitors the actual cash flows and seeks to match the maturity dates with 

its financial assets and liabilities. 

 

The Group seeks continuously to comply with its legal obligations, including any, relating to its 

financing agreements. 

 

The following represents the maturities of financial liabilities at the reporting date based on 

undiscounted contractual cash flows: 

 
 

Less than 1 

year 1-5 years 

Above 5 

years 

Total 

contractual 

cash flows 

Carrying 

value 

As at 31 August 2020      

Islamic Murabaha and loans of 

Ministry of Finance 

13,855,999 27,477,429 -- 41,333,428  38,163,521 

Accounts payable 1,534,525 -- -- 1,534,525 1,534,525 

Accrued expenses and other 

payables 
12,759,432 -- -- 12,759,432 12,759,432 

 28,149,956 27,477,429 -- 55,627,385 52,457,478 

      

As at 31 August 2019      

Islamic Murabaha and loans of 

Ministry of Finance 
16,444,708 39,706,620 -- 56,151,328 49,842,975 

Accounts payable 1,300,645 -- -- 1,300,645 1,300,645 

Accrued expenses and other 

payables 
7,120,277 -- -- 7,120,277 7,120,277 

 24,865,630 39,706,620 -- 64,572,250 58,263,897 
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31. RISK MANAGEMENT OF FINANCIAL INSTRUMENTS (CONTINUED) 

 

d) Fair value measurement of financial instruments 

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. As the accompanying 

consolidated financial statements are prepared under the historical cost method, differences may 

arise between the carrying values and the fair value estimates. Management believes that the fair 

value of the Group’s financial assets and liabilities are not materially different from their carrying 

values. 
 

e) Capital management 

The Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and 

market confidence and to sustain future development of the business. The Group monitors its 

capital base using a ratio of net debt to equity. Net debt is calculated as Murabaha less cash and 

cash equivalents. 
 

The Group’s net debt to equity ratio at the end of the year are as follows: 
 

 
31 August 2020  

31 August 

2019 
    

Islamic Murabaha and loans of Ministry of Finance 38,163,521  49,842,975 

Less: cash and cash equivalents (107,519,296)  (240,045,569) 

Net debt (69,355,775)  (190,202,594) 
    

Total equity 624,853,731  605,538,607 

Net debt to equity ratio (11٪)  (31%) 
 

 

32. RELATED PARTIES 

 

The Group transacts with related parties in ordinary course of business. These transactions are 

carried out at mutually agreed terms, and are approved by the Company’s management.  

Following are the details of major transactions with related parties: 
 

 

Nature of transaction 

 31 August 

2020 
 

31 August 

2019 

Aja Trading and Contracting 

Company – affiliate Contracting revenue  8,530,878  7,064,739 

Revan Company – Affiliate 
Man power and supervision on 

projects in progress 

 

7,360,519  7,337,260 

Specialized Buildings Company 

– an affiliate  

Consulting and supervision on 

projects in progress 

 

877,163  -- 

Yamami Holding Company   Buildings rental  875,000  -- 
 

 31 August 

2020  

31 August 

2019 

Due from related parties (within prepayments and other receivables)    

Aja Trading and Contracting Company 167,533  196,956 

 167,533  196,956 

Due to related parties (within accrued expenses and other payables)    

Aaj Investment Company 104,002  104,002 

Revan operation and Maintenance Company 438,989  700,961 

Yamami Holding Company 750,000  -- 

 1,292,991  804,963 

Key management compensation 

 31 August 

2020 
 

31 August 

2019 

Salaries and other short-term benefits 3,438,773  3,874,200 

 3,438,773  3,874,200 






