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Ibrahim Ahmed Al-Bassam & Co
Cartified Public Accountants - Al-Bassam & Co,
{member firm of PKF International)

INDEPENDENT AUDITOR’S REVIEW REPORT ON THE INTERIM CONDENSED FINANCIAL
STATEMENTS

TO THE SHAREHOLDERS OF HERFY FOOD SERVICES COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTRODUCTION

We have reviewed the accompanying interim statement of financial position of Herfy Food Services Company
(the “Company") as at 30 June 2020 and the related interim statement of comprehensive (loss) / income for the
three-month and six-month periods then ended, and the interim statement of changes in equity and interim
statement cash of flows for the six-month period then ended, and a summary of significant accounting policies
and other explanatory notes (the “interim condensed financial statements™). Management is responsible for the
preparation and presentation of these interim condensed financial statements in accordance with International
Accounting Standard 34 - “Interim Financial Reporting” (“IAS 34™) that is endorsed in the Kingdom of Saudi
Arabia. Qur responsibility is to express a conclusion on these interim condensed financial statements based on
our review.

SCOPE OF REVIEW

We conducted our review in accordance with International Standard on Review Engagement 2410, “Review of
Interim Financial Information Performed by the Independent Auditor of the Entity”, that is endorsed in the
Kingdom of Saudi Arabia. A review of intcrim condensed financial statements 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 that are 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 interim
condensed financial statements are not prepared, in all material respects, in accordance with IAS 34 that is
endorsgdyin the Kingdom of Saudi Arabia.

20 Dhul Hijjah 1441H
10 August 2020G
Riyadh, Kingdom of Saudi Arabia

Riyadh ' Tel: +386 11 206 S333 Fax +966 11 206 $444
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HERFY FOOD SERVICES COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2020

(All amounts in Saudi Riyals unless otherwise stated)

Note 30 June 2020 31 December 2019
(Unaudited) (Audited)
ASSETS
Non-current assets
Property, plant and equipment 1,024,902,491 1,043,497,337
Right of use assets 572,289,871 582,864,247
Net investment in finance lease 10,223,956 10,928,911
Intangible assets 14,031,621 15,442,588
Investment properties 28,133,461 29,880,890
1,649,581,400 1,682,613,973
Current assets
Inventories 143,385,900 156,765,511
Trade, other receivables and prepayments 140,728,711 134,927,935
Net investment in finance lease — current portion 1,543,470 1,534,095
Investment carried at FVTPL 6 32,291,182 26,515,939
Cash and cash equivalents 32,498,223 25,943,078
350,447,486 345,686,558
TOTAL ASSETS 2,000,028,886 2,028,300,531
EQUITY AND LIABILITIES
EQUITY
Share capital 7 646,800,000 646,800,000
Statutory reserve 80,498,899 80,498,899
Retained earnings 187,834,272 270,687,385
TOTAL EQUITY 915,133,171 997,986,284
LIABILITIES
Non-current liabilities
Long term borrowings 8 46,148,198 57,493,089
Lease liabilities 516,534,290 496,966,719
Employees' post-employment benefits 69,145,224 72,900,362
631,827,712 627,360,170
Current liabilities
Long term borrowings — current portion 8 38,227,039 67,810,657
Lease liabilities — current portion 79,385,161 82,361,166
Short term loans 9 101,098,883 70,000,000
Trade and other payables 217,858,522 169,114,803
Provision for zakat 10 16,498,398 13,667,451
453,068,003 402,954,077
TOTAL LIABILITIES 1,084,895,715 1,030,314,247
TOTAL EQUITY AND LIABILITIES 2,000,028,886 2,028,300,531
Contingencies and Commitments 11

The accompanying notes 1 to 18 form part of these interim condensed financial statements




HERFY FOOD SERVICES COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF COMPREHENSIVE (LOSS) / INCOME

FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2020
(All amounts in Saudi Riyals unless otherwise stated)

For the three-month period ended For the six-month period ended
30 June 30 June
Ntk 2020 2019 2020 2019
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Revenue 170,098,524 309,314,358 467,026,382 622,703,942
Cost of revenue (159,418,725)  (221,219,367) (379,699,896) (441,081,191)
GROSS PROFIT 10,679,799 88,094,991 87,326,486 181,622,751
Other income, net 1,619,829 4,888,907 4,259,479 12,707,956
Selling and distribution expenses (14,295,102) (19,463,577) (38,701,286) (41,086,179)
General and administrative expenses (22,059,757) (22,463,231) (42,112,832) (42,982,967)
OPERATING (LOSS) / PROFIT (24,055,231) 51,057,090 10,771,847 110,261,561
Finance cost (8,614,177) (8,936,033) (17,046,015) (18,826,145)
NET OPERATING (LOSS) / PROFIT BEFORE ZAKAT (32,669,408) 42,121,057 (6,274,168) 91,435,416
Zakat 10 (1,566,522) (1,264,425) (2,830,947) (2,528,850)
NET (LOSS) / PROFIT FOR THE PERIOD (34,235,930) 40,856,632 (9,105,115) 88,906,566
Other comprehensive income for the period - - - 7
TOTAL COMPREHENSIVE (LOSS) / INCOME FOR THE PERIOD (34,235,930) 40,856,632 (9,105,115) 88,906,566
Earnings per share (SR) 12

-Basic (0.53) 0.63 (0.14) 1.37
-Diluted (0.53) 0.63 (0.14) 1.37

The accompanying notes 1 to 18 form part of these interim condensed financial statements

—rh =



HERFY FOOD SERVICES COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF CHANGES IN EQUITY
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2020
(All amounts in Saudi Riyals unless otherwise stated)

For the six-month period ended
30 June 2019

Balance as at 1 January 2019 — Audited

Note

Net profit for the period

Other comprehensive income for the period

Total comprehensive income for the period

Dividends distributed 16
Transfer to statutory reserve

Balance as at 30 June 2019 (Unaudited)

For the six-month period ended
30 June 2020

Balance as at 1 January 2020 — Audited

Net loss for the period

Other comprehensive income for the period

Total comprehensive loss for the period

Dividends distributed 16
Balance as at 30 June 2020 (Unaudited)

Share capital Statutory reserve Retained earnings Total equity
646,800,000 59,389,111 233,606,746 939,795,857
- - 88,906,566 88,906,566
. - 88,906,566 88,906,566
- - (72,881,330) (72,881,330)
- 8,890,657 (8,890,657) -
646,800,000 68,279,768 240,741,325 955,821,093

Share capital Statutory reserve Retained earnings Total equity
646,800,000 80,498,899 270,687,385 997,986,284
- - (5,105,115) (9,105,115)
- - (9,105,115) (9,105,115)
(73,747,998) (73,747,998)
646,800,000 80,498,899 187,834,272 915,133,171

The accompanying notes 1 to 18 form part of these interim condensed financial statements




HERFY FOOD SERVICES COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF CASH FLOWS

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2020
(All amounts in Saudi Riyals unless otherwise stated)

For the six-month period ended

30 June 2020 30 June 2019
. (Unaudited
Note {Unaudited) (Restated))
CASH FLOWS FROM OPERATING ACTIVITIES
Net operating (loss) / profit before zakat (6,274,168) 91,435,416
Adjustments for:
Depreciation on property, plant and equipment 46,050,615 38,951,801
Depreciation on right of use assets 38,512,491 37,379,675
Depreciation on investment property 1,747,429 2,126,335
Amortization on intangible assets 1,410,967 1,150,661
Provision for doubtful debts 5,912,896 -
Provision for slow-moving items 8,024,032 -
Provision for employees’ post-employment benefits 4,403,329 8,556,675
Unrealized gain on investments measured at fair value 6 (123,855) (1,933)
Realized gain on investments measured at fair value 6 (309,484) (337,095)
Los§ / (gain) on disposal of property, plant and 2,074,155 (1,596,229)
equipment
Finance cost 17,046,015 19,561,724
Movement in working capital
Inventories 5,355,579 (19,803,289)
Trade, other receivables and prepayments (11,713,672) 42,471,403
Trade and other payables 42,115,933 (24,063,970)
Cash generated from operating activities 154,232,262 195,831,174
Zakat paid 10 - (1,104,067)
Employees’ post-employment benefits paid (1,530,681) (4,194,510)
Net cash generated from operating activities 152,701,581 190,532,597
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (29,901,831) (45,470,569)
Purchase of Investments carried at FVTPL (155,000,000) (105,000,000)
Sale proceeds of Investments carried at FVTPL 149,934,691 135,000,000
Purchase of equity investments (276,595) -
Lease rental received 947,499 -
Plogeeds from the sale of property, plant and 371,007 5219,157
equipment
Net cash used in investing activities (33,924,329) (10,251,412)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long term borrowings - 40,000,000
Repayment of long term borrowings (42,924,029) (75,654,008)
Movement in short term loans, net 29,999,622 -
Lease liabilities paid (25,549,702) (67,726,509)
Dividend paid 16 (73,747,998) (72,881,330)
Net cash used in financing activities (112,222,107) (176,261,847)
Net change in cash and cash equivalents 6,555,145 4,019,338
Cash and cash equivalents at beginning of the period 25,943,078 17,023,147
Cash and cash equivalents at end of the period 32,498,223 21,042,485

The accompanying notes 1 to 18 form part of these interim condensed financial statements
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HERFY FOOD SERVICES COMPANY

{A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERICD ENDED 30 JUNE 2020
(AH amounts in Saudi Riyals unless otherwise stated)

LEGAL STATUS AND OPERATIONS

Herty 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. 1010037702 on 04 Jamad-
ul-Awal 1401H (corresponding to 09 March 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 Tands for the purpose of
constructing building and own use, maintaining, and leases stores and food store fridges.

As at June 30.2020, the total number of restaurants owned and leased by the Company were 40 and 343
respectively (31 December 2019: 40 owned and 342 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 2003,

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 (September 29, 2010) and in
accordance with industrial license number 11583/T issued on Shawwal 18, 1431 H (September 27,2010), The
cake factory commenced production in June 2012,

The accompanying 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
] Herfy Meat Processing Factory 1010200513 25/02/1441 H
2 Herfy Factory For Cake & Pasties 1010264755 25/09/1441 H
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HERFY FOOD SERVICES COMPANY

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

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2020
{All amounts in Saudi Riyals unless otherwise stated)

BASIS OF PREPARATION

STATEMENT OF COMPLIANCE
These interim condensed financial statements of the Company have been prepared in accordance with

International Accounting Standard (“IAS”) 34 “Interim Financial Reporting™ that is endorsed in the Kingdom
of Saudi Arabia and other standards and pronouncements endorsed by the Saudi Organization for Certified
Public Accountants (“SOCPA™).

The results for the six-month period ended 30 June 2020 are not necessarily indicative of the results that may
be expected for the financial year ending 31 December 2020,

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 3| December 2019.

BASIS OF MEASUREMENT

These interim condensed 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.

FUNCTIONAL AND PRESENTATION CURRENCY

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

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies adopted in the preparation of the interim condensed financial statements are consistent

with those followed in the preparation of the Company's annual financial statements as at 31 December 2019
except for the policy explained below:

Government grant

Government grants are not recognized until there is reasonable assurance that the Company will comply with
the conditions attaching to them and that the grants will be received. Government grants are recognized in profit
or loss on a systematic basis over the periods in which the Company recognizes as expenses the related costs
for which the grants are intended to compensate

Government grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Company with no future related costs are recognized under
other income in profit or loss in the period in which they become receivable

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 estimates and underlying assumptions are reviewed on an ongoing basis, Revision to accounting estimates
are recognized in the period in which the estimates are revised if the revision affects only that period, or in the
petiod of the revision and future periods if the revision affects both current and future periods.
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HERFY FOOD SERVICES COMPANY

(A Saudi Jeint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2020

(All amounts in Saudi Riyals unless otherwise stated)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES, AND ASSUMPTIONS (CONTINUED)

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 last annual financial statements except
for the below:

1} Impairment of financial assets
A provision for impairment of account receivables is established when there is objective evidence that
the Company will not be able to collect all amounts due according to the original terms of the agreement.
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial reorganization, and default or delinquency in payments are considered indicators of objective
evidence that the account receivable is impaired. For significant individual amounts, assessment is made
on an individual basis. Amounts which are not individually significant, but are overdue, are assessed
collectively and a provision is recognized considering the length of time considering past recovery rates.

The Company uses a provision matrix in the calculation of the expected credit losses on receivables to
estimate the lifetime expected credit losses, applying certain provision rates to respective contractual
past due aging buckets. The provision matrix was developed considering the probability of default and
loss given default which was derived from historical data of the Company and is adjusted to reflect the
expected future outcome which includes macro-economic factors

IMPACT OF COVID-19 ON EXPECTED CREDIT LOSSES (“ECL™)

On 11 March 2020, the World Health Organization (“WHO™) declared the Coronavirus (“COVID-19") outbreak
as a pandemic in recognition of its rapid spread across the globe. This outbreak has also affected the GCC region
including the Kingdom of Saudi Arabia. Governments all over the world took steps to contain the spread of the
virus. Saudi Arabia, in particular, has implemented closure of borders, released social distancing guidelines and
enforced countrywide lockdowns and curfews.

0il prices have also witnessed significant volatility during the current period, owing not just to demand issues
arising from COVID-19 as the world economies go into lockdown, but also supply issues driven by volume
which had predated the pandemic.

Collectively, these current events and the prevailing conditions require the Company to analyze the likely impact
of these events on the Company’s business operations. The Board of Directors and the management of the
Company have evaluated the current situation and accordingly, have activated its business continuity planning
and other risk management practices to manage the potential business disruption COVID-19 outbreak may have
on its operations and financial performance. Under the current situation, the scale and duration of this outbreak
and its impact on credit, market and operational risks remain uncertain and the board of directors and
management of the Company is continuously evaluating the evolving situation in liaison with the regulatory
authorities and the related quantification of impact cannot be ascertained at this point.

During the period the Company has received government grant amounting to SR. 1,031,280 from Saudi Electric
Company for reimbursenient of utilities costs, also refer note 3.1. These grants are recognized under other
income in interim statement of comprehensive (loss) / income.,

NEW AMENDED STANDARDS AND INTERPRETATIONS THAT ARE NOT YET EFFECTIVE:
There are no new standards issued, however, there are number of amendments to standards which are effective
from [ January 2020, but they do not have a material effect on the Company’s interim condensed financial
statements.



HERFY FOOD SERVICES COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERICD ENDED 30 JUNE 2020

{All amounts in Saudi Riyals unless otherwise stated)

RELATED PARTY TRANSACTIONS AND BALANCES

Transactions during the period

For the six-month period ended

Names of Nature of .
Related Parties  Relationship Nature of transactions 30 June 2020 30 June 2019
‘ Sales to the affiliated 18,972,334 11,832,476

Panda Retail Affliate Company

company (PRC) Rent charged by the affiliate 1.199.485 1.837 408
to the Company o o
Sales to the affiliated

Bazbazah Int . Company 163,380 140,700

Affiliate .

Company Rent charged by the affiliate 123.584 123.584
to the Company i ’

Taza Restaurant Affiliate Sates to the affiliated 611,846 1,183,092

Co. Ltd. Company
Management fees & others

Mr. Ahmed Al , to the sharcholder 134,058 5,800,070

Shareholder

Saeed Rent charged by the 315.000 315.000
shareholder to the Company i ’

Kinan Company Affiliate Rent charged by the affiliate 54,861 117,495
to the Company

Qitaf Company Affiliate Rent charged by the affiliate 1,000,000 1,000,000
to the Company

Mr.Khahid Al Board Rent charged by the beard

Saeed Member member to the Company 100,000 100,000

Afia . Purchases from the

Internationat Co. Affiliate affiliated Company 1,120,872 1,188,077

Mama Sauce . Purchases from the

Factory Affiliate affiliated Company 4,797,987 9,048,641

United  Sugar . Purchases from the

Factory Alffiliate affiliated Company 1,337,910 929,764

Al Marai Co. Affiliate Purc'hases from the 2,609,307 2,768,500
affiliated Company

International Purchases from the

Food Industrail Affiliate affiliated Company 1,971,004 1,799,205

Co,

Management fees

In accordance with the Company’s Bylaws, the Board of Directors are authorized to determine the management
fees to be paid to the Managing Director. Accordingly, the Board of Directors decided to provide 3% of the
Company’s net income before management fee to be paid annually as management fee to the Managing
Director, Mr. Ahmed AL Saced, who is also a shareholder. Such amount is charged to the interim of statement
of comprehensive income and included within general and administrative expenses. Due to current situation,
since the Company incurred losses during the current quarter accordingly the management fee was not incurred.
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HERFY FOOD SERVICES COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2020

(All amounts in Sandi Riyals unless otherwise stated)

RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Balances as at

Due from related parties — Trade, other receivables
and prepayments

Panda Retail Company

Taza Restaurant Co. Ltd,

Bazbazah Int Company

Due to related parties — Trade and other payables

Mama Sauce Factory
International Food Indusirail Co,
United Sugar Factory

Al Marai Co.

Kinan Company

Afia International Co.

Mr. Ahmed Hamad Al Saeed
Bazbazah Int Company

INVESTMENT CARRIED AT FVTPL

Al-Rajhi Commodities Fund
Equity Investment - Quoted

30 June 2020 31 December 2019
{Unaudited) {Audited)
12,556,552 11,087,334
211,294 315,462
199,290 590,275
12,967,136 11,993,071
842,430 1,112,481
735,412 565,877
411,524 307,390
395,570 143,020
246,507 257,245
233,003 245,557
160,561 3,944,164
- 456,750
3,025,007 7,032 484
Note 30 June 2020 31 December 2019
(Unaudited) (Audited)
6.1 31,912,498 26,515,930
6.2 378,684 -
32,291,182 26,515,939

The company has invested in Al-Rajhi Commodities Fund - SAR. Managed by Al-Rajhi Capital and these
Investments are carried at fair value through profit and loss (“FVTPL™). The movement in investments in Al-

Rajhi Commodities Fund is as follows:

For the six-month

For the year

Balance at beginning of the period / year
Purchase during the period / year
Redemption during the period / year
Realized gain during the period / year
Unrealized gain during the period / year

Balance at the end of the period / year

period ended ended
30 June 2620 31 December 2019
{(Unaudited) (Audited)
26,515,939 30,887,603
155,000,600 235,000,000
(149,934,691) (240,000,000) -
309,484 576,805
21,766 51,531
31,912,498 26,515,939

10
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HERFY FOOD SERVICES COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2020

(Al amounts in Saudi Riyals unless otherwise stated)

INVESTMENT CARRIED AT FVTPL (CONTINUED)

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

For the six-month For the year

period ended ended

30 June 2020 31 December 2019

(Unaudited) {Audited)
Balance at beginning of the period / year - -
Purchase during the period / year 276,595 -
Unrealized gain during the period / year 102,089 -
Balance at the end of the period / year 378,684 -

SHARE CAPITAL
The Company’s paid-up capital consists of 64.680 million shares (31 December 2019: 64,680 million shares)

of SAR 10 each.

LONG TERM BORROWINGS

Note 30 June 2020 31 December 2019
(Unaudited) {Audited)
Al Rajhi Bank 8.1 64,670,679 93,689,931
SIDF loan 82 10,597,150 17,630,250
SABB Bank 9,167,408 13,983,565
84,375,237 125,303,746
30 June 2020 31 December 2019
{(Unaudited) (Audited)
Current portfion
Long-term financial facilities 38,227,039 67,810,657
Non-current portion
Long-term financial facilities 46,148,198 57,493,089
84,375,237 125,303,746

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

Under the terms of the Saudi Industrial Development Fund (“SIDF”) loan agreement and extension agreement
("agreemenis"), the Company's Property, plant and equipment that relate to the meat and cake factories are
pledged as collateral apainst financings from SIDF. These loans are also guaranteed by the majority shareholders
on pro-rata basis where Savola Group and Mr. Ahmed Al Saeed have guaranteed 70% and 30% of the amount
respectively.

11
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b}

HERFY FOOD SERVICES COMPANY
(A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2020
(All amounts in Saudi Riyals unless otherwise stated)

LONG TERM BORROWINGS (CONTINUED)

These loans are Interest-free and are repayable in semi-annual instaliments over the peried of five years. The
Company has also paid an administrative fee over the period of the financial facility which has been incorporated
in semi-annual installments. The Company has to comply with certain covenants related to the loans availed for
meat factory regarding the maintenance of certain financial ratios, distribution of profits, maximun rental
charges and maximum capital expenditures. As of 30 June 2020, the Company was not in compliance with
certain covenants of the financing agreements. However, the management believes that the financers will not
exercise their right to demand accelerated / immediate payment of the oufstanding balance from the Company.

The long term loans includes finance cost payable amounting to SR 1,173,278 (2019: SR 4,782,501).

SHORT TERM LOANS
The Company has obtained Murabaha Liquidity Finance by Metal (Tawarrug) with SABB Bank. These

unsecured facilities are repriced every three months and bear finance costs at market prevailing rates.

PROVISION FOR ZAKAT
The movement in the provision for zakat is as follows:
For the six-month For the year
period ended ended
30 June 2020 31 December 2019
{Unaudited) {Audited)
Balance at the beginning of the period / year 13,667,451 9,713,818
Provided during the period / year 2,528,856 5,057,700
Reversal of prior period / year charge 302,097 -
2,830,947 5,057,700
Payment during the period / year - (1,104,0067)
Balance at the end of the period / year 16,498,398 13,667,451

STATUS OF ASSESSMENTS

Zakat return for the year ended 31 December 2019 has been filed and are under review with the General Authority
of Zakat and Tax (*GAZT”). The Company has obtained a certificate from the GAZT valid 18 Ramadan 1442H
corresponding to 30 April 2021,

CONTINGENCIES AND COMMITMENTS

Contingencies

The Company is liable for the bank guarantees issued on behalf of the Company amounting to SR 5.2 million
(31 December 2019: SR 7.65 million} and letters of credit issued on behalf of the Company amounting to SR
0.1 miliion (31 December 2019; SR 3.65 million) in the normal course of business,

Commitments
The capital expenditure committed by the Company but not incurred till 30 June 2020 approximately SR 11.4

million (31 December 2019: SR 8.4 million)
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HERFY FOOD SERVICES COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2020

{All amounts in Saudi Riyals unless otherwise stated)

EARNINGS PER SHARE

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

For the six-month  For the six-month

period ended period ended
30 June 2026 30 June 2019
(Unaudited) (Unaudited)
{Loss) / profit for the period (9,105,115) 88,906,560
Number of shares
Weighted average number of ordinary shares for the purpose
of basic earnings 64,680,000 64,680,000
Earnings per share (SR)
-Basic (0.14) 1.37
-Diluted (0.14) 1.37

Earnings per share for the period was calculated by dividing the net (loss) / 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 INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2020

{All amounts in Saudi Riyals unless otherwise stated)

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 af 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 regularty occurring markel 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 I 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 financial assets consist of cash and bank balances, investment, restricted cash deposits and
other receivables, its financial liabilities consist of trade payables, financial facilities and other liabilities.

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

All financial assets and Habilities 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.

Fair value
36 June 2020 (Unaudited) Level
1 2 3 Total
FINANCIAL ASSET
Investment carried at FVTPL
Al-Rajhi Commodities Fund - 31,912,498 - 31,912,498
Equity investment 378,684 - - 378,684
Fair value
31 December 2019 (Audited) Level
1 2 3 Total
FINANCIAL ASSET
Investment carried at FVTPL
Al-Rajhi Commodities Fund - 26,515,939 - 26,515,939
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HERFY FOOD SERVICES COMPANY

{A Saudi Joint Stock Company)
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2620
(All amounts in Sandi Riyals unless otherwise stated)

FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED)

The above financial assets and financial liabilities are measured at fair value at the end of each
reporting period. The following table gives information about how the fair values of these financial
assets and financial liabilities are determined:

Relationship and

Financial assets / financiai Valu.atlon Significant sensitivity of
e technique(s) unobservable p
liabilities and key input(s) input(s) unobservable inputs to
ymp p fair value
Al-Rajhi Commodities Fund Net Asseis Value N/A N/A

RESTATEMENT / RECLASSIFICATION FOR PRIOR PERIODS FIGURES
Interim statement of cashflows has been restated in accordance with the requirements of IFRS. Certain
comparative information has also been reclassified to conform to the current period presentation.

DIVIDENDS
On 27 Sha’ban 1441H, corresponding to 20 April 2020G, the shareholders in their Annual General Meeting
approved dividends of SR 1.1 per share (2019: SR 1.1 per share) which was paid on 14 Ramadan 1441H

corresponding to 7 May 2020G.

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 (see Note 3).

DATE OF AUTHORIZATION FOR ISSUE
These interim condensed financial statements were approved and authorized for issue on 10 August 2020G
(corresponding to 20 Dhul Hijjah 1441H) by the Board of Directors of the Company.



