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Independent auditors review report on review of the condensed
interim financial statements

To the Shareholders of Herfy Food Services Company
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Herfy Food Services
Company (the“Company”) as at September 30, 2022 and the related condensed interim statement of
comprehensive income for the three-month and nine-month periods then ended and the related condensed
interim statement of changes in equity and cash flows for the nine-month period then ended and other
explanatory notes (the “condensed interim financial statements”). Management is responsible for the
preparation and presentation of this condensed interim financial statements in accordance with International
Accounting Standard 34 - “Interim Financial Reporting” (IAS 34), as endorsed in the Kingdom of Saudi Arabia.
Our responsibility is to express a conclusion on these condensed interim financial statements based on our
review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of
interim financial information performed by the independent auditor of the entity”, as endorsed in the Kingdom
of Saudi Arabia. A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with International Standards on Auditing,
as endorsed in the Kingdom of Saudi Arabia, and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial statements are not prepared, in all material respects, in accordance with IAS 34, as
endorsed in the Kingdom of Saudi Arabia.

License Number 369
October 25, 2022

: PricewaterhouseCoopers, License No. 25,
Kingdom Tower, P.O. Box 8282, Riyadh 11482, Kingdom of Saudi Arabia
T: +966 (11) 211-0400, F: +966 (11) 211-0401, www.pwc.com/middle-east



HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT SEPTEMBER 30, 2022

(All amounts in Saudi Riyals unless otherwise stated)

September 30, December 31,
2022 2021
Note (Unaudited) (Audited)
ASSETS
Non-current assets
Property, plant and equipment 6 884,207,787 987,977,090
Right-of-use assets 7 470,654,483 496,815,140
Net investment in finance lease 6,365,248 7,158,870
Intangible assets 13,836,145 9,396,938
Investment properties 8 134,486,355 28,034,938
1,509,550,018 1,529,382,976
Current assets
Inventories 9 186,255,706 134,806,387
Trade, other receivables and prepayments 10 212,163,683 148,836,482
Net investment in finance lease — current portion 951,129 1,073,831
Investment carried at FVTPL 11 21,139,239 811,681
Cash and cash equivalents 30,718,133 30,485,715
451,227,890 316,014,096
TOTAL ASSETS 1,960,777,908 1,845,397,072
EQUITY AND LIABILITIES
EQUITY
Share capital 12 646,800,000 646,800,000
Statutory reserve 108,820,455 101,866,503
Retained earnings 362,127,962 299,542,397
TOTAL EQUITY 1,117,748,417 1,048,208,900
LIABILITIES
Non-current liabilities
Borrowings 13 - 15,306,183
Lease liabilities 7 423,007,472 457,620,877
Employees' post-employment benefits 104,184,193 101,843,814
527,191,665 574,770,874
Current liabilities
Borrowings 13 15,377,365 15,222,068
Lease liabilities 7 52,281,823 58,933,274
Trade and other payables 14 233,302,309 137,516,113
Provision for zakat 15 5,606,247 9,272,345
Contract liabilities 16 9,270,082 1,473,498
315,837,826 222,417,298
TOTAL LIABILITIES 843,029,491 797,188,172
TOTAL EQUITY AND LIABILITIES 1,960,777,908 1,845,397,072

The accompanying notes 1 to 22 form part of these interim condensed financial statement

m % @r\? :

The authorized member  Chief Executive Officer Difector of Finance Finance Manager

of the Board of Directors




HERFY FOOD SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022

(All amounts in Saudi Riyals unless otherwise stated)

Three-month period ended

Nine-month period ended

September 30, September 30,
2022 2021 2022 2021
Note (Unaudited) (Unaudited) (Unaudited) (Unaudited)
Revenue 309,515,663 352,217,763 929,324,759 984,703,549
Cost of revenue (241,758,377) (235,917,582) (713,588,224) (705,372,170)
Gross profit 67,757,286 116,300,181 215,736,535 279,331,379
Other income, net 9,901,163 3,381,658 24,337,801 9,031,781
Realized gain on investments carried at FVTPL - - - 190,570
Unrealized gain on investments carried at FVTPL 11 164,619 53,305 327,558 326,885
Reversal / (provision) for impairment on trade and other receivables 750,000 (1,225,426) 1,157,289 274,574
Selling and distribution expenses (27,834,480) (33,559,460) (90,465,695) (90,643,624)
General and administrative expenses (23,137,683) (17,103,547) (61,120,408) (61,820,541)
Operating profit 27,600,905 67,846,711 89,973,080 136,691,024
Finance cost (6,303,468) (6,504,952) (19,353,800) (21,226,675)
Net operating profit before zakat 21,297,437 61,341,759 70,619,280 115,464,349
Zakat 15 (350,000) (1,281,568) (1,079,763) (3,262,394)
Net profit for the period 20,947,437 60,060,191 69,539,517 112,201,955
Other comprehensive income for the period - = - -
Total comprehensive income for the period 20,947,437 60,060,191 69,539,517 112,201,955
Earnings per share (SR) 18
Basic and diluted earnings per share attributable to the equity shareholders
of the Company 0.32 0.93 1.08 1.73
Weighted average number of shares 64,680,000 64,680,000 64,680,000 64,680,000

e interim condensed financial statemen

P

“Director of Finance

The acco ing notes 1 to 22
gre

f The authorized member Chief Executive Officer
of the Board of Directors
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Finance Manager




HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
FOR THE NINE MONTH PERIOD ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

Retained
Share capital Statutory reserve earnings Total equity
Balance as at January 1, 2021 (Audited) 646,800,000 85,782,785 226,812,051 959,394,836
Net profit for the period - - 112,201,955 112,201,955
Other comprehensive income for the period - - - -
Total comprehensive income for the period - - 112,201,955 112,201,955
Dividends distributed* - - (64,680,000) (64,680,000)
Transfer to statutory reserve - 11,220,196 (11,220,196) -
Balance as at September 30, 2021 (Unaudited) 646,800,000 97,002,981 263,113,810 1,006,916,791
Retained
Share capital Statutory reserve earnings Total equity
Balance as at January 1, 2022 (Audited) 646,800,000 101,866,503 299,542,397 1,048,208,900
Net profit for the period - - 69,539,517 69,539,517
Other comprehensive income for the period - - - -
Total comprehensive income for the period - - 69,539,517 69,539,517
Transfer to statutory reserve - 6,953,952 (6,953,952) -
Balance as at September 30, 2022 (Unaudited) 646,800,000 108,820,455 362,127,062 1,117,748,417

*  On 13 Ramadan 1442H, corresponding to April 25, 2021G, the shareholders in their Annual General Meeting approved dividends of SR 1 per share which was
paid on 27 Ramadan 1442H corresponding to May 9, 2021G. There were no dividends declared during the nine-month period ended September 30, 2022.

The acco

otes 1 to 22 form part of these interim condensed financial statements

The authorized member of ~Chief Execlitive Officer ,Z-Director of Finance

the Board of Directors

Finance Manager




HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

CONDENSED INTERIM STATEMENT OF CASH FLOWS

FOR THE NINE-MONTH PERIOD ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

For the Nine-month period ended

September 30, Septemebr 30,

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES (Unaudited) (Unaudited)
Net operating profit before zakat 70,619,280 115,464,349
Adjustments for:
Depreciation on property, plant and equipment 58,618,518 66,617,085
Depreciation on right-of-use assets 55,841,487 51,232,147
Depreciation on investment property 3,180,040 2,612,109
Amortization of intangible assets 2,062,414 2,239,273
Reversal of provision for expected credit losses (1,157,289) (274,574)
Reversal of provision for net investment in finance lease - (881,365)
Reversal of provision for slow-moving items (655,578) (159,216)
Provision for employees’ post-employment benefits 8,799,768 15,205,159
Unrealized gain on investments measured at FVTPL (327,558) (326,885)
Realized gain on investments measured at FVTPL - (190,570)
Gain on disposal of property, plant and equipment (733,178) (98,001)
Interest income (238,676) (125,604)
Finance cost 19,353,800 21,226,675
Movement in working capital
Inventories (50,793,741) (9,114,419)
Trade, other receivables and prepayments (62,169,912) 7,497,422
Trade and other payables 95,786,196 (13,433,257)
Contract liabilities 7,796,584 (2,401,453)
Cash generated from operating activities 205,982,155 255,088,875
Zakat paid (4,745,861) (5,062,185)
Employees’ post-employment benefits paid (6,459,389) (6,740,527)
Net cash generated from operating activities 194,776,905 243,286,163

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment
Purchase of investments measured at FVTPL

(71,642,341)
(20,000,000)

(52,200,712)
(90,000,000)

Sale proceeds of investments measured at FVTPL - 92,433,773
Purchase of investments property - (64,716)
Lease rental received 1,155,000 357,500
Proceeds from the sale of property, plant and equipment 1,393,226 4,440,849
Net cash used in investing activities (89,094,115) (45,033,306)

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long-term borrowings

(15,839,157)

(30,911,662)

Repayment of short-term borrowings (100,278,955)
Lease liabilities paid (89,611,215) (60,751,568)
Dividend paid - (64,680,000)
Net cash used in financing activities (105,450,372) (256,622,185)
Net change in cash and cash equivalents 232,418 (58,369,328)
Cash and cash equivalents at beginning of the period 30,485,715 118,930,514
Cash and cash equivalents at end of the period 30,718,133 60,561,186
Supplement information on non-cash items:
Transfer from property, plant and equipment to investment property 109,631,457 -
Transfer from property, plant and equipment to intangible assets 6,501,621 -
Additions to right of use assets 29,680,830 7,155,679
Additions to lease obligation 29,680,830 7,155,679
The acco g notes 1 to f these interim condensed financial statement
2 %__ % FQ FJM\\ .
Theauthorized member  Chief Execuivg Officer irector of Finance Finance Manager

of the Board of Directors




HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

1.  Legal status and operations

Herfy Food Services Company ("the Company") is a Saudi Joint-Stock Company formed under the laws of the
Kingdom of Saudi Arabia and registered under the commercial register under No. 7000329776 (previously No.
1010037702) on 04 Jamad-ul-Awal 1401H (corresponding to March 09, 1981).

The Company is engaged in establishing and operating restaurants, providing companies and others with
cooked meals, production and sale of bakery and pastry products, the sale and purchase of lands for the purpose
of constructing building and own use, maintaining, and leases stores and food store fridges.

As at September 30,2022, the total number of restaurants owned and leased by the Company were 40 and 352
respectively (December 31, 2021: 40 owned and 346 leased), operating in the Kingdom of Saudi Arabia under
the trademark of "HERFY". The Company also operates bakeries and bakery shops "Herfy Bakeries / Doka"

During 2005, the Company established a meat factory in Riyadh ("Meat Factory"). which operates under
commercial registration number 1010200515 issued on Jamad -ul-Thani 16, 1425 (August 2, 2004) and in
accordance with industrial license number 249/S issued on Safar 16, 1422H (May 9, 2001). The Meat factory
commenced production in October 2005.

During 2012, the Company established a cake factory in Riyadh ("Cake Factory"), which operates under
commercial registration number 1010294755 issued on Shawwal 20, 1431 H (March 29, 2010) and in accordance
with industrial license number 11583/T issued on Shawwal 18, 1431 H (March 27, 2010). The cake factory
commenced production in June 2012.

The accompanying condensed interim financial statements include the accounts of the Company's head office
and aforementioned restaurants, bakeries, shops and factories.

The Company’s Head Office is located at the following address:
Herfy Food Services Company

Al Moroug District

P.O. Box 86958

Riyadh 11632

Kingdom of Saudi Arabia

The Company has the following branches:

S. No Branch C.R. No. Date
1 Herfy Meat Processing Factory 1010200515 16/06/1425 H
2 Herfy Factory For Cake & Pasties 1010294755 20/10/1431 H

2. Basis of preparation

2.1 Statement of compliance

These condensed interim financial statements of the Company as at and for the three-month and nine-month
periods ended September 30, 2022 have been prepared in accordance with International Accounting Standard
34 — “Interim Financial Reporting” (IAS 34) as endorsed in the Kingdom of Saudi Arabia (“KSA”) and other
standards and pronouncements issued by the Saudi Organization for Chartered and Professional Accountants
(“SOCPA”) (collectively referred to as “IAS-34 as endorsed in KSA”).

The results for the nine-month period ended September 30, 2022 are not necessarily indicative of the results
that may be expected for the financial year ending December 31, 2022.

These interim condensed financial statements do not include all the information and disclosures required in the
annual financial statements and should be read in conjunction with the Company’s financial statements for the
year ended December 31, 2021.



HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

2.  Basis of preparation (Continued)

2.2 Basis of measurement

These condensed interim financial statements are prepared under the historical cost method except for the
following:

a) Investments are measured at fair value; and
b) Employees’ post-employment benefits are recognized at the present value of future obligations using
the Projected Unit Credit Method.

2.3 Functional and presentation currency

These condensed interim financial statements are presented in Saudi Riyals (“SR”) which is the Company's
functional and presentation currency. All financial information presented in Saudi Riyals has been rounded to
the nearest Saudi Riyal, unless otherwise mentioned.

3. Significant accounting judgements, estimates, and assumptions

In preparing these interim condensed financial statements, management has made judgments and estimates
that affect the application of accounting policies and the reported amounts of assets and liabilities, income and
expense. The estimates and associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the result of which form the basis of making
judgments about the carrying values of assets and liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates.

The significant judgments made by management in applying the Company’s accounting policies and the key
sources of estimation uncertainty were the same as those described in the annual audited financial statements
for the year ended December 31, 2021.

4. Consistent application of accounting policies

The accounting policies and methods used in the preparation of these condensed interim financial statements
are consistent with those used in the preparation of the annual audited financial statements for the year ended
December 31, 2021 and corresponding interim reporting period except for the new accounting policies
introduced as adoption of the following amendments to IFRS which became applicable for annual reporting
periods commencing on or after January 1, 2022. The management has assessed that the amendments have no
significant impact on the Company’s condensed interim financial statements.



HERFY FOOD SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

4. Consistent application of accounting policies (continued)

New standards, interpretations and amendments adopted by the Company

The following standards and interpretations apply for the first time to financial reporting periods commencing
on or after 1 January 2022:

the illustration of payments from the lessor relating to leasehold
improvements, to remove any confusion about the treatment of
lease incentives.

« IFRS 1 First-time Adoption of International Financial Reporting
Standards — allows entities that have measured their assets and
liabilities at carrying amounts recorded in their parent’s books to
also measure any cumulative translation differences using the
amounts reported by the parent. This amendment will also apply to
associates and joint ventures that have taken the same IFRS 1
exemption.

* IAS 41 Agriculture — removal of the requirement for entities to
exclude cash flows for taxation when measuring fair value under
IAS 41. This amendment is intended to align with the requirement
in the standard to discount cash flows on a post-tax basis.

Effective date

Title Key requirements *
Property, Plant and | The amendment to IAS 16 Property, Plant and Equipment (PP&E) January o1,
Equipment: prohibits an entity from deducting from the cost of an item of PP&E | 2022
Proceeds Before any proceeds received from selling items produced while the entity
Intended Use — is preparing the asset for its intended use. It also clarifies that an
Amendments to IAS | entity is ‘testing whether the asset is functioning properly’ when it
16 assesses the technical and physical performance of the asset. The

financial performance of the asset is not relevant to this assessment.

Entities must disclose separately the amounts of proceeds and costs

relating to items produced that are not an output of the entity’s

ordinary activities.
Reference to the Minor amendments were made to IFRS 3 Business Combinations | January o1,
Conceptual to update the references to the Conceptual Framework for Financial | 2022
Framework —~ Reporting and to add an exception for the recognition of liabilities
Amendments to and contingent liabilities within the scope of IAS 37 Provisions,
IFRS 3. Contingent Liabilities and Contingent Assets and Interpretation 21

Levies. The amendments also confirm that contingent assets should

not be recognised at the acquisition date.
Onerous Contracts — | The amendment to IAS 37 clarifies that the direct costs of fulfilling | January o1,
Cost of Fulfilling a a contract include both the incremental costs of fulfilling the | 2022
Contract — contract and an allocation of other costs directly related to fulfilling
Amendments to IAS | contracts. Before recognising a separate provision for an onerous
37 contract, the entity recognises any impairment loss that has

occurred on assets used in fulfilling the contract.
Annual The following improvements were finalised in May 2020: January o1,
Improvements to « IFRS 9 Financial Instruments — clarifies which fees should be | 2022
IFRS Standards included in the 10% test for derecognition of financial liabilities.
2018-2020 * IFRS 16 Leases — amendment of illustrative example 13 to remove




HERFY FOOD SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

4. Consistent application of accounting policies (continued)

New standards, interpretations and amendments issued but not yet effective (continued)

The following standards and interpretations had been issued but were not mandatory for annual reporting
periods commencing on or after 1 January 2022,

« an explicit risk adjustment, and

* a contractual service margin (CSM) representing the unearned
profit of the contract which is recognised as revenue over the
coverage period.

The standard allows a choice between recognising changes in
discount rates either in the statement of profit or loss or directly in
other comprehensive

income. The choice is likely to reflect how insurers account for their
financial assets under IFRS 9.

An optional, simplified premium allocation approach is permitted for
the liability for the remaining coverage for short duration contracts,
which are often written by non-life insurers.

There is a modification of the general measurement model called the
‘variable fee approach’ for certain contracts written by life insurers
where policyholders share in the returns from underlying items.
When applying the variable fee approach, the entity’s share of the fair
value changes of the underlying items is included in the CSM. The
results of insurers using this model are therefore likely to be less
volatile than under the general model.

The new rules will affect the financial statements and key
performance indicators of all entities that issue insurance contracts
or investment contracts with discretionary participation features.
Targeted amendments made in July 2020 aimed to ease the
implementation of the standard by reducing implementation costs
and making it easier for entities to explain the results from applying
IFRS 17 to investors and others. The amendments also deferred the
application date of IFRS 17 to 1 January 2023. Further amendments
made in December 2021 added a transition option that permits an
entity to apply an optional classification overlay in the comparative
period(s) presented on initial application of IFRS 17. The
classification overlay applies to all financial assets, including those
held in respect of activities not connected to contracts within the
scope of IFRS 17. It allows those assets to be classified in the
comparative period(s) in a way that aligns with how the entity expects
those assets to be classified on initial application of IFRS 9. The
classification can be applied on an instrument-by-instrument basis.

Effective
Title Key requirements date *
IFRS 17 Insurance IFRS 17 was issued in May 2017 as replacement for IFRS 4 Insurance | January 1,
Contracts Contracts. It requires a current measurement model where estimates | 2023
are remeasured in each reporting period. Contracts are measured | (deferred from
using the building blocks of: January 1,
« discounted probability-weighted cash flows 2021) *




HERFY FOOD SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

4. Consistent application of accounting policies (continued)

New standards, interpretations and amendments issued but not yet effective (continued)

Title

Key requirements

Effective
date *

Classification of
Liabilities as
Current or Non-
current —
Amendments to IAS
1

The narrow-scope amendments to IAS 1 Presentation of Financial
Statements clarify that liabilities are classified as either current or
non-current, depending on the rights that exist at the end of the
reporting period. Classification is unaffected by the entity’s
expectations or events after the reporting date (e.g., the receipt of a
waver or a breach of covenant). The amendments also clarify what 1AS
1 means when it refers to the ‘settlement’ of a liability.

The amendments could affect the classification of Hlabilities,
particularly for entities that previously considered management'’s
intentions to determine

classification and for some liabilities that can be converted into equity.
They must be applied retrospectively in accordance with the normal
requirements in IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors.

** Since issuing these amendments, the IASB issued an exposure draft
proposing further changes and the deferral of the amendments until
atleast 1

January 2024.

January 1,
2023
(deferred
from January
1,2021) *

Disclosure of
Accounting Policies
— Amendments to
IAS 1 and IFRS
Practice Statement
2

The TASB amended IAS 1 to require entities to disclose their material
rather than their significant accounting policies. The amendments
define what is

‘material accounting policy information’ and explain how to identify
when accounting policy information is material. They further clarify
that immaterial

accounting policy information does not need to be disclosed. If it is
disclosed, it should not obscure material accounting information.

To support this amendment, the IASB also amended IFRS Practice
Statement 2 Making Materiality Judgements to provide guidance on
how to apply the concept of materiality to accounting policy
disclosures.

January 1,
2023

Definition of
Accounting
Estimates ~
Amendments to IAS
8

The amendment to IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors clarifies how companies should distinguish
changes in accounting policies from changes in accounting estimates.
The distinction is important, because changes in accounting estimates
are applied prospectively to future transactions and other future
events, whereas changes in accounting policies are generally applied
retrospectively to past transactions and other past events as well as the
current period.

January 1,
2023

10




HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

4. Consistent application of accounting policies (continued)

New standards, interpretations and amendments issued but not yet effective (continued)

Deferred Tax
related to Assets
and Liabilities
arising from a
Single Transaction
— Amendments to
IAS 12

The amendments to IAS 12 Income Taxes require companies to recognise
deferred tax on transactions that, on initial recognition, give rise to equal
amounts of taxable and deductible temporary differences. They will
typically apply to transactions such as leases of lessees and
decommissioning obligations and will require the recognition of
additional deferred tax assets and liabilities.

The amendment should be applied to transactions that occur on or after
the beginning of the earliest comparative period presented. In addition,
entities should recognise deferred tax assets (to the extent that it is
probable that they can be utilised) and deferred tax liabilities at the
beginning of the earliest comparative period for all deductible and taxable
temporary differences associated with:

« right-of-use assets and lease liabilities, and

+ decommissioning, restoration and similar liabilities, and the
corresponding amounts recognised as part of the cost of the related
assets.

The cumulative effect of recognising these adjustments is recognised in
retained earnings, or another component of equity, as appropriate.

IAS 12 did not previously address how to account for the tax effects of on-
balance sheet leases and similar transactions and various approaches
were considered acceptable. Some entities may have already accounted
for such transactions consistent with the new requirements. These
entities will not be affected by the amendments.

January 1,
2023

Sale or contribution
of assets between an
investor and its
associate or joint

The IASB has made limited scope amendments to IFRS 10 Consolidated
Financial Statements and IAS 28 Investments in Associates and Joint
Ventures. The amendments clarify the accounting treatment for sales or
contribution of assets between an investor and their associates or joint

n/a*

ventures. They confirm that the accounting treatment depends on
whether the nonmonetary assets sold or contributed to an associate or
joint venture

constitute a ‘business’ (as defined in IFRS 3 Business Combinations).
Where the non-monetary assets constitute a business, the investor will
recognise the full gain or loss on the sale or contribution of assets. If the
assets do not meet the definition of a business, the gain or loss is
recognised by the investor only to the extent of the other investor's
interests in the associate or joint venture. The amendments apply
prospectively.

*** In December 2015, the IASB decided to defer the application date of
this amendment until such time as the IASB has finalised its research
project on the equity method.

venture -
Amendments to
IFRS 10 and IAS 2

* Applicable to reporting periods commencing on or after the given date.

These amended standards became applicable from the reporting periods commencing on or after the January
01, 2023. The Company’s management has not opted for earlier adoption of any of the above-mentioned
standards, interpretations and amendments issued but not yet effective. Based on the management’s best
estimates and judgement, the Company did not foresee any significant changes in its accounting policies or
significant retrospective adjustments as a result of adopting these amendments or new standards.
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HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

5. Related party transactions and balances
Transactions during the period For the Nine-month
period ended

Names of Nature of September September

related parties  relationship Nature of transactions 30, 2022 30, 2021
Sales to the affiliated Company 22,369,238 22,909,114

Panda Retail Rent charged by the affiliate to the

company (PRC) Affiliate Company 2,202,677 2,426,482
Sales to the affiliated Company 598,690 423,660
Rent to the affiliated Company 185,375 185,375

Bazbazah Int Rent charged by the affiliated to the

Company Affiliate Company 326,250 326,250

Taza Restaurant

Co. Ltd. Affiliate Sales to the affiliated Company 794,370 1,090,231

Green Leave Co, Affiliate Sales to the affiliated Company - 18,573

Shareholder Management fees - 659,994

Mr. Ahmed Al (Previous Rent charged by the shareholder to

Saeed CEO) the Company 472,500 472,500
Rent charged by the affiliate to the

Kinan Company Affiliate Company 96,968 120,770
Rent charged by the affiliate to the

Qitaf Company Affiliate Company 1,650,000 1,650,000
Rent charged by the board member to

Mr. Khalid Al Previous the Company 150,000 150,000

Saeed Board Member Board remuneration 157,336 21,829

Afia International Purchases from the affiliated

Co. Affiliate Company 13,129,923 3,451,703

Mama Sauce Purchases from the affiliated

Factory Affiliate Company 5,306,950 16,585,476

United Sugar Purchases from the affiliated

Factory Affiliate Company 2,468,183 2,222,731
Purchases from the affiliated

Al Marai Co. Affiliate Company 1,510,236 2,081,816

International Food Purchases from the affiliated

Industrial Co, Affiliate Company 4,267,567 3,552,811

Double Coffee

Company Affiliate Sales to the affiliated Company - 42,099

Etihad Etisalat Purchases from the affiliated

Company Affiliate Company - 473,882

Remuneration of the Company's key management personnel

Key management personnel are those persons, including the Board of Directors members, Managing Director
and top executives having authority arid responsibility for planning, directing and controlling the activities of
the Company, directly or indirectly.

The total remuneration of Company's key management personnel for the nine-month period ended September
30, 2022 amounted to SR 3,930,766 (September 30, 2021: SR 3,083,324). Such remuneration includes basic
salaries, bonuses and other benefits as per the Company's policies
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HERFY FOOD SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022

(All amounts in Saudi Riyals unless otherwise stated)

5. Related party transactions and balances (continued)

Due from related parties — Trade, other
receivables and prepayments

Panda Retail Company
Qitaf Company

Mr. Ahmed Al Saeed
Taza Restaurant Co. Ltd.
Mr. Khalid Al Saeed
Double Coffee Company
Green Leave Co,

Meslan Investment Co,

Due to related parties — Trade and other
payables

Afia International Co.

Mama Sauce Factory

United Sugar Factory

International Food Industrial Co,

Al Marai Co.

Bazbazah International trading Company
Qitaf Company

Kinan Company

Due from related parties — Net investment in
finance lease

Bazbazah International Trading Company

Due from related parties — Other receivables

Key management personnel

Due to related parties — Lease liabilities

Qetaf Company for Investment and Real Estate
development

Panda Retail Company

Bazbazah International Trading Company

Mr. Ahmed Al Saeed
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September 30, 2022 December 31, 2021
(Unaudited) (Audited)
8,704,017 7,690,484
565,000 -
310,871 310,824
262,044 216,578
202,521 45,185
- 33,042
32,062 32,062
31,671 31,671
10,108,187 8,359,846

September 30, 2022

December 31, 2021

(Unaudited) (Audited)
2,721,143 995,106
320,598 376,020
315,905 414,130
294,400 724,010
59,503 30,299
51,718 527,319

= 1’019:492

- 222,130

3,763,267 4,308,506

September 30, 2022
(Unaudited)

December 31, 2021
(Audited)

72,000

200,000

September 30, 2022
(Unaudited)

December 31, 2021
(Audited)

800,000

800,000

September 30, 2022

December 31, 2021

(Unaudited) (Audited)
22,717,525 24,327,525
2,529,442 2,529,442
143,467 440,595
630,000 630,000
26,020,434 27,927,562




HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

6. Property, plant and equipment

September 30, 2022 December 31, 2021

(Unaudited) (Audited)
Net book value at the beginning of the period/year 987,977,090 999,147,629
Additions during the period/year 71,642,341 83,809,107
Disposals during the period/year (660,048) (5,225,988)
Transfer to investment properties (note 8) (109,631,457) (4,200,707)
Transfer to intangible assets (6,501,621) -
Depreciation for the period/year (58,618,518) (85,552,951)
Net book value at the end of the period/year 884,207,787 987,977,090
7.  Right-of-use assets and lease liabilities
7.1 Right-of-use assets

Land Buildings Total
Cost:
At January 1, 2022 (Audited) 301,817,102 390,908,556 692,725,658
Additions 13,356,374 16,324,456 29,680,830
At September 30, 2022 (Unaudited) 315,173,476 407,233,012 722,406,488
Accumulated depreciation:
At January 1, 2022 91,605,106 104,215,412 195,910,518
Charge during the period 25,128,669 30,712,818 55,841,487
AtSeptember 30, 2022 (Unaudited) 116,823,775 134,928,230 251,752,005
Net book value:
At September 30, 2022 (Unaudited) 198,349,701 272,304,782 470,654,483
At December 31, 2021 (Audited) 210,121,996 286,693,144 496,815,140

7.2  Lease liabilities

September 30, 2022

December 31, 2021

(Unaudited) (Audited)
At the beginning of the period/year 516,554,151 549,903,395
Additions during the period/year 29,680,830 20,710,408
Finance cost for the period/year 18,665,529 26,308,435
Lease payment during the period/year (89,611,215) (89,368,087)

475,289,295 516,554,151
Current portion 52,281,823 58,933,274
Non-current portion 423,007,472 457,620,877
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HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

8. Investment properties
September 30, 2022 December 31, 2021

(Unaudited) (Audited)
Net book value at the beginning of the period/year 28,034,938 26,676,726
Transfers from Property plant and equipment * 109,631,457 4,200,707
Depreciation for the period/year (3,180,040) (2,842,495)
Net book value at the end of the period/year 134,486,355 28,034,938

* An amount of SR 109.6 million was reclassified from property, plant and equipment related to Herfy Tower.
Previously, the management’s intent was to use the tower as a head office for the Company. However during
January 2022, management’s intention changed and they agreed to enter into a rent agreement for the Tower
with a third party on 1 March 2022.

9. Inventories
September 30, 2022 December 31, 2021

Note (Unaudited) (Audited)

Raw materials 94,886,652 50,793,951
Finished Goods 29,785,480 28,431,342
Packing materials 19,115,111 13,863,203
Spare parts, not held for sale 26,427,079 26,853,315
Operational supplies 31,514,716 30,993,486
201,729,038 150,935,297

Less: provision for slow moving inventory 9.1 (15,473,332) (16,128,910)
186,255,706 134,806,387

9.1 Movement in provision for slow moving inventory is as follows:

September 30, 2022 December 31, 2021

(Unaudited) (Audited)
Balance at the beginning of the period/year 16,128,910 15,408,692
(Reversal) / provided during the period/year (655,578) 720,218
Balance at the end of the period/year 15,473,332 16,128,910
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HERFY FOOD SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022

(All amounts in Saudi Riyals unless otherwise stated)

10. TRADE, OTHER RECEIVABLE AND PREPAYMENTS

September 30, 2022

December 31, 2021

Note (Unaudited) (Audited)
Trade receivables — related parties 5 10,108,187 8,359,846
Trade receivables — Others 73,132,837 71,608,966
83,241,024 80,058,812
Less: provision for expected credit losses 10.1 (13,825,053) (14,982,342)
Trade receivables, net 69,415,971 65,076,470
Prepayments 66,006,388 56,365,604
Advance for investment 10.2 - -
Advances to suppliers 65,540,332 15,154,840
Other receivables 11,200,992 12,239,568
212,163,683 148,836,482

10.1 Movement in allowance for impairments of trade receivables is as follows:

September 30, 2022

December 31, 2021

(Unaudited) (Audited)
Balance at the beginning of the period/year 14,982,342 15,305,335
Reversal during the period/year (1,157,289) (322,993)
Balance at the end of the period/year 13,825,053 14,982,342

10.2 Advance for investment

September 30, 2022

December 31, 2021

Note (Unaudited) (Audited)
Advance for investment 10.2.1 4,000,000 4,000,000
Less: Provision for impairment 10.2.2 (4,000,000) (4,000,000)

10.2.1 This represents amount paid to Khaled Al Saeed, a related party for the partnership agreement in
investment in land units dated 16 January 2005 for the purpose of utilizing it as a warehouse.

10.2.2 Based on the Board of Director's decisionon 14 July 2014, an initial provision of SR 2 million was been
booked representing the estimated decline in the value of the investment. With the increased probability

of a failure in recovery, the amount was subsequently fully provided for.
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HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

11 INVESTMENT CARRIED AT FVTPL
September 30, 2022 December 31, 2021

(Unaudited) (Audited)

Al-Rajhi Commodities Fund 11.1 20,093,207 -
Equity Investment - Quoted 11.2 1,046,032 811,681
21,139,239 811,681

11.1  During the third quarter ended September 30, 2022, the Company has invested in Al-Rajhi Commodities
Fund - SR, managed by Al-Rajhi Capital. These investments are carried at fair value through profit and
loss (“FVTPL”). The movement in investments in AlRajhi Commodities Fund is as follows:

September 30, 2022 December 31, 2021

(Unaudited) (Audited)
Balance at the beginning of the period/year - 2,243,203
Purchase during the period/year 20,000,000 90,000,000
Redemption during the period/year - (92,433,773)
Realized gain during the period/year - 190,570
Unrealized gain during the period/year 93,207 -
Balance at the end of the period/year 20,093,207 -

11.2 The movement of investments in quoted equity shares is as follows:

September 30, 2022 December 31, 2021

(Unaudited) (Audited)
Balance at beginning of the period / year 811,681 548,161
Unrealized gain during the period / year 234,351 263,520
Balance at the end of the period / year 1,046,032 811,681

12. SHARE CAPITAL

The Company’s paid-up capital consists of 64.680 million shares (December 31, 2021: 64.680 million shares)
of SR 10 each.
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HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

13. Long term borrowings
Unsecured long-term borrowings at September 30, 2022 December 31, 2021
amortized cost Note (Unaudited) (Audited)
Murabaha 13.1 15,377,365 30,528,251
Current portion 15,377,365 15,222,068
Non-current portion - 15,306,183

13.1 The Company has obtained facilities with Al Rajhi bank. These unsecured facilities are payable in semi-
annual installments over the period of six years. These bank facilities bear finance costs at market
prevailing rates.

13.2 The facility agreements include covenants which require the Company to maintain certain financial ratios.
As of September 30, 2022, the Company was in compliance with all covenants of the financing
agreements.

13.3 The long-term loans include finance cost payable amounting to SR 71,182 (December 31, 2021: SR
598,143).

14. Trade and other payables
September 30, 2022 December 31, 2021

Note (Unaudited) (Audited)

Trade payable — related parties 5 3,763,267 4,308,506

Trade payable — third parties 145,852,390 56,171,292

Accrued expenses 61,016,063 59,951,179
Other payables 22,670,589 17,085,136

233,302,309 137,516,113

15. Provision for zakat

The movement in the provision for zakat is as follows:
September 30, 2022 December 31, 2021

(Unaudited) (Audited)
Balance at the beginning of the period / year 9,272,345 13,667,451
Provided during the period / year 1,079,763 667,079
Payment during the period / year (4,745,861) (5,062,185)
Balance at the end of the period / year 5,606,247 9,272,345

15.1  Status of assessments

Zakat return for the year ended December 31, 2021 has been filed and the invoice issued as per system of Zakat,
Tax and Customs Authority (“ZATCA”) was settled during the period ended September 30, 2022.

Zakat assessments have been raised by the ZATCA for the years 2014 to 2020 assessing additional zakat liability
of SR 21.15 million against which the Company has filed an appeal. Company is confident that the assessments
will be in their favor and hence, no provision has been made in these financial statements.

Currently, there are no assessments rendered by ZATCA for the years 2008 — 2013.

The Company has obtained a certificate from ZATCA valid Shawwal 10 1444H corresponding to April 30, 2023.
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HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

16. Contract liabilities

Contract liabilities represents advances received from the Company’s tenants which amounted to SR 9,270,082
as at September 30, 2022 (December 31, 2021: SR 1,473,498).

17, Contingencies and commitments

17.1  Contingencies

The Company is liable for the bank guarantees issued on behalf of the Company amounting to SR 10.7 million
(December 31, 2021: SR 9.9 million) and letters of credit issued on behalf of the Company amounting 1.54
million (December 31, 2021: SR 1.4 million) in the normal course of business.

17.2 Commitments

The capital expenditure committed by the Company but not incurred till September 30, 2022 SR 14.7 million (
December 31, 2021: SR 5.6 million)

18. Earnings per share

The calculation of the basic and diluted earnings per share is based on the following data:

For the three- For the three- For the Nine- For the Nine-

month period month period month month period
ended ended period ended ended
September  September 30, September September
30, 2022 2021 30, 2022 30, 2021

(Unaudited) (Unaudited) = (Unaudited) (Unaudited)

Net profit for the period 20,947,437 60,060,191 69,539,517 112,201,955

Weighted average number of ordinary
shares for the purpose of basic /

diluted earnings 64,680,000 64,680,000 64,680,000 64,680,000
Earnings per share (SR)

-Basic 0.32 0.93 1.08 1.73
-Diluted 0.32 0.93 1.08 1.73

Earnings per share for the period was calculated by dividing the net profit for the period with 64.68 million
shares.
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HERFY FOOD SERVICES COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2022
(All amounts in Saudi Riyals unless otherwise stated)

20. Fair values 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. Underlying the definition of fair value is the presumption
that the Company is a going concern and there is no intention or requirement to curtail materially the scale of
its operations or to undertake a transaction on adverse terms.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly
available from an exchange dealer, broker, industry group, pricing service, or regulatory agency, and those
prices represent actual and regularly occurring market transactions on an arm's length basis.

When measuring the fair value, the Company uses market observable data as far as possible. Fair values are
categorized into different levels in a fair value hierarchy based on the inputs used in the valuation techniques as
follows.

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that can be accessed at the
measurement date

Level 2: Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).

The Company’s management determines the policies and procedures for both recurring fair value measurement
and for non-recurring measurement

All financial assets and liabilities are measured at amortized cost except investment carried at FVTPL. The
carrying amounts of all other financial assets and financial liabilities measured at amortized cost approximate
to their fair values.

30 September 2022 (Unaudited) Level 1 Le\i;l; value Level 3 Total
FINANCIAL ASSET

Investment carried at FVTPL

Al-Rajhi Commodities Fund - 20,093,207 - 20,093,207
Equity investment 1,046,032 - - 1,046,032

. Fair value

31 December 2021 (Audited) Level 1 Level 2 Level 3 Total
FINANCIAL ASSET

Investment carried at FVTPL

Al-Rajhi Commodities Fund - 2,243,203 - 2,243,203
Equity investment 811,681 - - 811,681

21. Subsequent events
There have been no significant subsequent events since the period-ended that would require additional
disclosure or adjustment in these interim condensed financial statements.

22, Approval of the interim condensed Financial Statements
These condensed interim financial statements were approved and authorized for issue on October 25, 2022G
(corresponding to Rabi Al-Awal 29, 1444H) by the Board of Directors of the Company.
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