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1- TERMS AND DEFINITIONS:  

TERM MEANING 

STOCK MARKET OR TADAWUL Saudi Tadawul Company, a subsidiary of the Saudi Tadawul Group. 

CMA The Capital Market Authority of the Kingdom of Saudi Arabia. 

COMPANY Red Sea International Company 

CIRCULAR This Shareholders' Circular as prepared by the Company and addressed to its shareholders relating 

to the reduction of the Company's capital. 

ELIGIBLE SHAREHOLDERS Shareholders who own shares at the end of trading on the day of the Extraordinary General 

Assembly to reduce the capital and registered in the Company’s shareholders register at the 

Depository Center at the end of the second trading day following the day of the Extraordinary 

General Assembly to reduce the capital on (…/…/…H) corresponding to (…/…/…G). 
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2- COMPANY OVERVIEW: 

Red Sea International Company (hereinafter referred to as “the Company”, “the Source” or “Red Sea”) is a Saudi joint stock Company, established by virtue of 
Ministerial Resolution No. (Q/2532), issued on (02/09/1427H) corresponding to (25/09/2006G) and registered under Commercial Register No. (1010566349), 
issued in the city of Riyadh on (13/07/1440H) corresponding to (20/03/2019G).   

The Company's activity is currently focused on the purchase of land and real estate for the purpose of developing them, constructing residential and commercial 
buildings thereon, and eventually selling or renting them. The group's activities also include the manufacturing of non-concrete housing units, general contracting, 
maintenance and facility construction, civil works, catering, food product services and trading. In addition, the Group is also engaged in the manufacture and sale 
of paints and related services.  

The head office of the Company is located in the city of Riyadh, Building No. 3485 Al Thumama Road, Al Rabea District, P.O. 9371, 11413, Kingdom of Saudi 
Arabia. 

The Company's current capital is six hundred million (600,000,000) Saudi riyals divided into sixty million (60,000,000) ordinary shares with a nominal value of 
ten (10) Saudi riyals per share. 

2-1 MAJOR DEVELOPMENTS IN THE COMPANY'S SHARE CAPITAL: 

DATE EVENT 

18 Rajab 1427H 

(corresponding to August 12, 2006G) 

The Company listed and registered thirty million (30,000,000) ordinary shares with a nominal value of ten 
(10) Saudi riyals per share in the Saudi Stock Exchange ("Tadawul"), where nine million (9,000,000) 
ordinary shares were offered for public subscription with a nominal value of ten (10) ) Saudi riyals per 
share, representing (30%) of the Company's capital 

2 Ramadan 1427H 

 (September 25, 2006G) 

The Company was established as a Saudi joint stock company, pursuant to Ministerial Resolution No. 
(Q/2532) issued on 02/09/1427H (corresponding to 25/09/2006G) 

26 Jumada al-Awwal 1433H  

(corresponding to April 18, 2012G) 

Approval to increase the capital from three hundred million riyals (300,000,000) to four hundred million 
riyals (400,000,000) at a rate of 33.33%, to increase the number of shares from thirty (30) million shares to 
forty (40) million shares by granting one (1) free share for each Three (3) shares owned by the shareholder 
on the day of the assembly . In addition, this is financed by deducting one hundred million riyals 
(100,000,000) from the balance of the retained earnings as on (31/12/2011G). This is in addition to 
amending Article (06) and (07) of the Company’s bylaws in line with the increase. 

24 Jumada al-Thani 1435H  

(corresponding to April 24, 2014G) 

Approval to increase the capital from four hundred million riyals (400,000,000) to six hundred million riyals 
(600,000,000) at a rate of 50%, bringing the number of shares from forty (40) million shares to sixty (60) 
million shares by granting one (1) free share for each two (2) shares owned by the shareholder on the day of 
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the general assembly meeting. Furthermore, this is financed by deducting two hundred million riyals 
(200,000,000) from the balance of the remaining winds as on (31/12/2013G). Moreover, the increase comes 
to support the company's capital base and to keep pace with the objectives of the growth strategy for the 
year 2020G, adopted by the Company. 
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2-2 Members of the Board of Directors:  

The Board of Directors is composed of eight (8) members who were appointed for a period of three (3) years starting on (10/05/2021G). The following table sets 

out the members of the Board of Directors and the individual shareholding thereof in the Company as on (18/05/2022G):   

 

Name 

 

Position 

 

Capacity 

 

Nationality 

 

Age  

Shares owned before the reduction Membership 

date Direct Indirect 

No. Ownership 

percentage 

No. Ownership 

percentage 

Amr Abdullah Al-

Dabbagh 

Chairman  Non-executive Saudi 57 0 0 30,600,000 51 10/05/2021G 

Sami Ahmed bin Mahfouz Deputy Chairman  Non-executive Saudi 69 2,334 0.00389 0 0 10/05/2021G 

Khaled Mohamed Fakih Member  Non-executive Saudi 54 0 0 0 0 10/05/2021G 

Peter Walichnowski Member  Independent British 55 0 0 0 0 10/05/2021G 

Osama Zakaria Jamjoom Member  Independent Saudi 60 0 0 0 0 10/05/2021G 

Mujahid Abdul Karim Al-

Qain 

Member  Independent Saudi 63 0 0 0 0 10/05/2021G 

Mohamed Zaher Salah Al-

Din Al-Munajjid 

Member  Independent Saudi 68 0 0 0 0 10/05/2021G 
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Taher Muhammad Omar 

Aqeel 

Member  Non-executive Saudi 64 0 0 0 0 10/05/2021G 

 

 

2-3 SENIOR EXECUTIVES: 

The following table sets out Company's Senior Executives as at as on the date of this Circular and their shareholding in the Company as on May 18, 2022G: 

 

Name 

 

Position 

 

Nationality 

 

Joining date 

Shares owned before the reduction 

Direct Indirect 

No. Ownership 

percentage 

No. Ownership 

percentage 

Mr. Khaled Mohamed Khalil Fakih Managing Director and CEO Saudi May 03, 2021G 0 0 0 0 

Mr. Ghassan Yaqoub Basna Chief Financial Officer Lebanese June 15, 2021G 0 0 0 0 
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2-4 Shareholder names and ownership percentages in the Company:  

 

Name Before capital reduction After capital reduction Ownership 

percentage before 

capital reduction 

Ownership 

percentage after 

capital reduction 

Number of 

Shares 

Value (SAR) Number of 

Shares 

Value (SAR) 

AL-DABBAGH GROUP HOLDING 

COMPANY LTD. 

30,600,000 306,000,000 

 

15,778,737 

 

157,787,370 

 

51% 51% 

BUSINESS DEVELOPMENT GROUP 5,400,000 54,000,000 

 

2,784,483 

 

27,844,830 

 

9% 9% 

NATIONAL SCIENTIFIC COMPANY 

LIMITED 

3,000,000 30,000,000 1,546,935 

 

15,469,350 

 

5% 5% 

MARKETING AND COMMERCIAL 

AGENCIES COMPANY 

3,000,000 30,000,000 1,546,935 

 

15,469,350 

 

5% 5% 

THE PUBLIC 18,000,000 180,000,000 9,281,610 

 

92,816,100 

 

30% 30% 

TOTAL 60,000,000 600,000,000 30,234,400 302,344,000 100.00% 100.00% 

Source: the Company and Tadawul as on (08/11/1443H) corresponding to (07/06/2022G). 
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2-5 Organizational Structure of the Company 

Red Sea International Company 

Organizational Chart 
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3- GENERAL STRUCTURE OF THE PROPOSED CAPITAL REDUCTION:  

On (21/10/1443H) corresponding to (22/05/2022G), the Company announced, through the Tadawul website, the recommendation of its Board of Directors during 
its meeting on (21/10/1443H) corresponding to (22/05/2022G) to reduce the Company’s capital from six hundred million (600,000,000) Saudi riyals to three 
hundred and two million three hundred and forty-four thousand (302,344,000) Saudi riyals, divided into thirty million two hundred and thirty-four thousand and 
four hundred (30,234,400) ordinary shares with a nominal value of ten (10) Saudi riyals per share. 

The capital is being reduced by approximately (49.61%) through the cancellation of twenty-nine million seven hundred and sixty-five thousand six hundred 
(29,765,600) ordinary shares of the Company’s issued shares (with a nominal value of ten (10) Saudi riyals per share), i.e. the cancellation of One (1) share for 
every (2,016) of the Company’s issued shares. The accumulated losses of the Company as on March 31, 2022G, amounting to two hundred and ninety-seven 
million six hundred and fifty-six thousand (297,656,000) Saudi riyals, will thus be offset. 

Fractional shares resulting from the capital reduction will be collected in one portfolio to be sold on the Saudi Stock Exchange (Tadawul) at the prevailing price at 
the time. In addition, with the proceeds thereof distributed to beneficiaries, each according to their ownership in such fractional shares within thirty (30) days from 
the day of the Extraordinary General Assembly in which the shareholders approved the capital reduction. 

The Company has undertaken a set of procedures to complete the capital reduction, as follows: 

− On 21/10/1443H corresponding to (22/05/2022G), the Company announced, through the Tadawul website, the recommendation of its Board of 
Directors to reduce the Company’s capital from six hundred million (600,000,000) Saudi riyals to three hundred and two million three hundred and 
forty-four thousand (302,344,000) Saudi riyals through canceling twenty-nine million seven hundred and sixty-five thousand six hundred (29,765,600) 
ordinary shares of the Company's issued shares, with a nominal value of ten (10) Saudi riyals per share. 

− On 13/09/1443H corresponding to (14/04/2022G), the Company appointed Al Rajhi Capital as a financial advisor for the capital reduction process. 
− On 08/10/1443H corresponding to (09/05/2022G), the Company appointed the office of Abdul-Aziz Al-Ajlan & Partners Lawyers and Legal 

Consultants as a legal advisor for the capital reduction process. 
− On 17/10/1443H corresponding to (18/05/2022G), the Company appointed Ernst & Young Professional Services Company as a Auditor to prepare the 

report on the capital reduction process. 
− On (28/10/1443H) corresponding to (29/05/2022G), the Company prepared and submitted a file for the approval of the capital reduction application to 

the CMA. 
− On (17/10/1443H) corresponding to (16/06/2022G), the Company obtained the approval of the Capital Market Authority ("CMA") to reduce the 

Company's capital from six hundred million (600,000,000) Saudi riyals to three hundred and two million three hundred and forty-four thousand 
(302,344,000) Saudi riyals by canceling twenty-nine million seven hundred and sixty-five thousand six hundred (29,765,600) ordinary shares of the 
Company’s issued shares, and this approval has been announced on the CMA’s website and the Saudi Stock Exchange website (Trading) on 
([●]/[●]/[●]H) corresponding to ([●]/[●]/[●]G),  

− The Company called for the extraordinary general assembly of the Company’s shareholders to vote on the capital reduction process and announced it 
on the Tadawul website on ([●]/[●]/[●]H) corresponding to ([●]/[●]/[●]G), Moreover, this Circular will also be included in the announcement. 
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− In the event the shareholders agree to the capital reduction process in the extraordinary general assembly, trading of the Company’s shares will be 
suspended for a period of two working days starting from the date of ([●]/[●]/[●]H) corresponding to ([●]/[●]/[●]G),to ([●]/[●]/[●]H) corresponding to 
([●]/[●]/[●]G). Furthermore, the shares will then be traded at the adjusted price on ([●]/[●]/[●]H) corresponding to ([●]/[●]/[●]G),  

STRUCTURE OF THE PARTIES INVOLVED IN THE CAPITAL REDUCTION PROCESS:   

 
−  −   

Capital 
reduction  

The Extraordinary 
General Assembly 

Regulatory 
Approvals 

The Company's shareholder 
vote 

Financial Consultant 
Legal Counsel 

Auditor 
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4- REASONS FOR REDUCTION OF THE SHARE CAPITAL AND DISCUSSION OF MANAGEMENT ANALYSIS : 

The main reasons for the reduction of the share capital are as follows: 

 Offset accumulated losses as on March 31, 2022G, amounting to two hundred and ninety-seven million six hundred and fifty-six thousand (297,656,000) 

Saudi riyals, by canceling (29,765,600) ordinary shares with a decrease of (49.61%) of the Company's current capital. As the percentage of accumulated 

losses in the Company’s capital amounted to (49.61%), based on the Company’s condensed interim consolidated financial statements (unaudited) for the 

period ending on March 31, 2022G. One (01) share will be canceled for every (2.016) shares of the Company issued to amortize (49.61%) of the 

Company's current capital. 

 Improving the financial ratios and a good presentation of the Company’s financial statements, which contributes to improving the financial position and 

enhancing the financial solvency and its negotiating position vis-à-vis third parties, which include financial institutions, shareholders and the parties with 

whom the Company deals. 

 Restructuring the capital to offset accumulated losses and support its future plans. 

 The Company's business was disrupted as a result of COVID-19 and the cancellation of many projects in the past two years, which led to an increase in 

accumulated losses. 
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5 - EVOLUTION OF THE COMPANY’S ACCUMULATED LOSSES: 

The following table summarizes the evolution of accumulated losses in chronological order since 2018G: 

Fiscal year Capital 

(SR) 

Accumulated 

losses 

(SR) 

Loss ratio of 

capital 

The main causes of accumulated losses 

2018 600,000,000 12,129,000 2.02% * As a result of depreciation in investment properties and a decline in the level of 

occupancy. 

2019 600,000,000 115,741,000 19.29% * As a result of amortization, the decline in the level of occupancy and the increase 

in administrative expenses. 

2020 600,000,000 146,217,000 24.37% * Additional costs for projects as a result of COVID-19, amortization, declining 

occupancy levels, and projects with pricing below the assumed price. 

2021 600,000,000 278,834,000 46.47% * Additional costs for projects as a result of COVID-19, amortization, declining 

occupancy levels, and projects with pricing below the assumed price. 

The first 

quarter of 

2022G 

600,000,000 297,656,000 49.61% * The delay in awarding some projects, which led to losses in the first quarter, 

despite the fact that the percentage of the gross profit margin for new projects 

increased, which led to a reduction in losses compared to the first quarter of last 

year. 

Source: The Company 

The Company obtained CMA approval to reduce the Company’s capital from six hundred million (600,000,000) Saudi riyals to three hundred and two million 

three hundred and forty-four thousand (302,344,000) Saudi riyals on (17/11/1443H) corresponding to (16/06/2022G).  
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The Company called for a meeting of the extraordinary general assembly of the Company's shareholders and announced it on the Tadawul website on (…/…/…H) 

corresponding to (…/…/…G). A copy of this Circular was also included in the announcement. If the Extraordinary General Assembly approves the article 

reducing the Company's share capital, the percentage of accumulated losses will decrease from (49.61%) to (0%) of the capital once reduction is concluded. 

  



Classification: Confidential 
 

6- THE EXPECTED FUTURE REFORM PLAN AND STEPS TAKEN TO PREVENT LOSSES:  

In its resolution dated (18/10/1443H) corresponding to (19/05/2022G), the Company’s Board of Directors recommended to reduce the Company’s capital from six 

hundred million (600,000,000) Saudi riyals to three hundred and two million three hundred and forty-four thousand (302,344,000) Saudi riyals. The Board of 

Directors believes that this decision is in the interest of the Company and its shareholders. In order to enhance the Company’s financial solvency, support the 

strategic expansion of its activities and improve the operational and financial performance, the Company’s Board of Directors decided to task the executive 

management with studying ways to restructure the capital, including reducing the capital and then raising the capital in proportion to the Company’s financial 

position. 

Towards that end, the Company intends to : 

• Improve the Company's financial performance . 

• Increase the Company's market share . 

• Invest in expansion projects after the capital raising process. 

 In order to reduce its losses, the Company started taking the necessary remedial measures including, but not limited to : 

• Strengthening corporate governance and imposing new regulations to reduce Company expenses 

• Moving the head office to Riyadh and consolidating the entire Group's shared services at its headquarters 

• Improving the Company's efficiency by reducing operating expenses to a minimum 

• Working on developing revenue streams by focusing on Vision 2030 projects 

• Improving contract pricing to ensure the Company's profitability from projects 

• Reducing unused inventory 



Classification: Confidential 
 

7- IMPACT OF REDUCING THE COMPANY’S CAPITAL ON THE RIGHTS OF THE COMPANY’S SHAREHOLDERS: 

The Company intends to reduce its capital from six hundred million (600,000,000) Saudi riyals to three hundred and two million three hundred and forty-four 
thousand (302,344,000) Saudi riyals, a decrease of (49.61%), thus reducing the number of Company shares from sixty million (60,000,000) ordinary shares to 
thirty million Two hundred and thirty-four thousand and four hundred (30,234,400) ordinary shares; which means that the reduction ratio will be (1) share for 
every (2.016) of the Company's issued shares, based on the Company's condensed interim consolidated financial statements (unaudited) for the period ended 
(31/03/2022G). 

The reduction of the Company’s capital is mainly to offset most of the Company’s accumulated losses amounting to two hundred and ninety-seven million six 
hundred and fifty-six thousand (297,656,000) Saudi riyals as on March 31, 2022G and a limited confirmation report on reducing the Company’s capital as issued 
by the Company’s Auditor, by the amount of the canceled shares, amounting to (29,765,600) Company ordinary share. Accumulated losses will thus represent 0% 
of the Company's capital after the reduction is completed. 

Fractional shares (if any) resulting from the capital reduction will be collected in one portfolio to be sold on the Saudi Stock Exchange (Tadawul) at the prevailing 
price at the time, with the proceeds thereof distributed to the beneficiaries, each according to their ownership in such fractional shares within thirty (30) days from 
the day of the Extraordinary General Assembly in which the shareholders approved the capital reduction. 

The reduction of the Company’s capital will not affect the market value of the Company’s shareholder portfolios, as shown in the hypothetical table 
below: 

Item (estimated) Before the capital reduction After the capital reduction 
Shares owned before the reduction 1,000 shares 1,000 shares 

Share price before reduction* 
(Closing price 06/16/2022G) 

SAR 16.70 SAR 16.70 

Canceled shares Not applicable 497 shares 

Reduction ratio Not applicable %49.70 

Shares owned after reduction Not applicable 503 shares 

Share price after reduction(estimated) Not applicable 33.14 SAR 

Market value of shares before reduction (estimated) 16,700 SAR 16,700 SAR 

Market value of shares after reduction (estimated) Not applicable 16,669 SAR 

Equity compensation (estimated) Not applicable 30.58 
Note: The expected share price after capital reduction has been rounded up from (33.1411) to (33.14) Saudi riyals 
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IMPACT OF REDUCING THE COMPANY’S CAPITAL ON THE RIGHTS OF THE COMPANY’S SHAREHOLDERS, continued 

It should be noted that in the event a shareholder owns one (1) of the Company’s shares in their portfolio, such share will be canceled and the shareholder will be 
compensated for that share. The table below sets out the impact on shareholders who own one share, two shares, three shares, four shares, five shares, six shares, 
seven shares, eight shares, nine shares, or ten shares: 

item (estimated) Unit Value Value Value Value Value Value Value Value Value Value 

Shares owned prior to the 

reduction 

Share 01 02 03 04 05 06 07 08 09 10 

Share price before the reduction 

(17/11/1443H)  (corresponding 

to (06/16/2022G) (presumptive) 

SAR 16.70 16.70 16.70 16.70 16.70 16.70 16.70 16.70 16.70 16.70 

Canceled shares Share 1 1 2 2 3 3 4 4 5 5 

Shares owned after reduction Share 0 1 1 2 2 3 3 4 4 5 

Share price after 

reduction(estimated) * 

SAR 33.14 33.14 33.14 33.14 33.14 33.14 33.14 33.14 33.14 33.14 

Market value of shares before 

reduction (estimated) 

SAR 16.70 33.40 50.10 66.80 83.50 100.20 116.90 133.60 150.30 167.00 

Market value of shares after 

reduction (estimated) 

SAR 0 33.14 33.14 66.28 66.28 99.42 99.42 132.56 132.56 165.70 

Compensation amount as a result 

of fractional shares 

SAR 16.70 0.26 16.96 0.52 17.22 0.78 17.48 1.04 17.74 1.30 

Note: The expected share price after the capital reduction has been rounded from (33.1411) to (33.14) Saudi riyals 
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IMPACT OF REDUCING THE COMPANY’S CAPITAL ON THE RIGHTS OF THE COMPANY’S SHAREHOLDERS, continued 

The Company’s closing price per share on [●]H (corresponding  [●]G), on the day of the Extraordinary General Assembly, is Saudi riyals, expected to increase to 
([●]) Saudi riyals after the capital reduction, an increase of about ([●]%)from the closing price of the Company's share on the day of the Extraordinary General 
Assembly meeting. The expected share price shall be ([●]) on the opening of the market on Wednesday (…/…/…H) corresponding to (…/…/…G), where trading 
of the Company's shares will be suspended for a period of two working days if the shareholders approve the capital reduction in the Extraordinary General 
Assembly. 

 

CHANGE IN SHARE PRICE AFTER CAPITAL REDUCTION* VALUE 

The closing share price as at (17/11/1443H) corresponding to (16/06/2022G) on the day of the Extraordinary 

General Assembly (presumptive) 

16.70 SAR 

Expected share price of the Company after capital reduction** 33.14 Saudi riyals 

Capital reduction value 297,656,000 SAR 

Number of shares canceled 29,765,600 shares 

Number of shares outstanding and issued before capital reduction 60,000,000 shares 

Market value of shares before capital reduction (estimated) 1,002,000,000 SAR 

Number of shares outstanding and issued after capital reduction 30,234,400 shares 

The Company's share price after capital reduction 33.14 SAR 

Market value of shares after capital reduction (estimated) 1,002,000,000 SAR 

* The values set out in this table are for demonstrative purpose to clarify the share price adjustment mechanism to shareholders. However, the update will take 
place at the closing day of the share price that is on the day of the Extraordinary General Assembly meeting . 

* Note: The expected post-reduction share price has been rounded from (33.1411) to (33.14) SAR. 
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IMPACT OF REDUCING THE COMPANY’S CAPITAL ON THE RIGHTS OF THE COMPANY’S SHAREHOLDERS, continued 

The following table sets out how the share price is calculated after the capital reduction. 

ITEM VALUE 

(a) Share price before the capital reduction on 17/11/1443H (corresponding to 

06/16/2022G) 

16.70 SAR 

(b) Number of shares before the reduction 60,000,000 shares 

(c) The market value of the Company's shares before the reduction = (a) * (b) 1,002,000,000 SAR 

(d) Number of shares after the reduction  30,234,400 shares 

Share price after reduction ** = (c) ÷ (d) 33.14 Saudi riyals 

* The values set out in this table are for demonstrative purpose to clarify the share price adjustment mechanism to shareholders. However, the update will take 
place at the closing day of the share price that is on the day of the Extraordinary General Assembly meeting . 

* Note: The expected post-reduction share price has been rounded from (33.1411) to (33.14) SAR. 
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8- IMPACT OF CAPITAL REDUCTION ON THE COMPANY’S OPERATIONS AND OBLIGATIONS: 

The capital reduction has no effect on the Company's operations, obligations and shareholder equity, as reducing the share capital by canceling twenty-nine million 

seven hundred and sixty-five thousand six hundred (29,765,600) of the Company's ordinary shares with a nominal value of ten Saudi Riyals (SAR 10) per share is 

just an entry in the Company's books to write off most of the accumulated losses by transferring two hundred and ninety-seven million Six hundred and fifty-six 

thousand (297,656,000) Saudi riyals from the share capital account to the accumulated losses account, according to the Auditor report.  

Details of the impact of the capital reduction on shareholders’ shares and accumulated losses, based on the Company’s condensed interim consolidated financial 

statements (unaudited) as on March 31, 2022G. 

 

Shareholders' equity Before the reduction  

(in thousands of Saudi riyals) 

After the reduction  

(in thousands of Saudi riyals) 

Net impact (in thousands of Saudi 

riyals) 

Capital 600,000 302,344 297,656 

Foreign currency translation reserve 11,779 11,779 - 

Accumulated losses 297,656 - 297,656 

Attributable equity of the 

shareholders in the parent company 

290,656 290,565  

Non-controlled interests 23,108 23,108  

Total 267,457 267,457 - 

Source: The attached Auditor's report, and the condensed interim consolidated financial statements (unaudited) as on March 31, 2022G. 
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9- POTENTIAL RISKS ASSOCIATED WITH REDUCING THE COMPANY'S CAPITAL:  

• There are no potential risks resulting from the capital reduction, as the capital reduction process aims to offset accumulated losses, which will lead to 

strengthening the financial position of the Company and maintain its continuity. In addition, the Company is working to correct its situation to prevent 

losses and realize profits, which will benefit the Company's shareholders. Note that the Auditor has reviewed the capital reduction process from a financial 

and legal aspect, and confirmed that there are no risks that could affect the Company as a result of the capital reduction. 

• After reducing the share capital, the percentage of accumulated losses will be (0%) of the Company's capital, There are no guarantees that the Company 

will not record additional losses; and if the accumulated losses reach 20% or more of the Company's capital, then the Company will be subject to the 

“Procedures and Instructions Related to Listed Companies with Accumulated Losses Amounting to 20% or more of their Share Capital” as issued by the 

CMA. For more details, please review the “Important Information” section of this Circular. 

• In the event accumulated losses amount to 50% of the Company's share capital, then the Company will be subject to Article 150 of the Companies’ Law, 

which stipulates that any Company official or the auditor must immediately inform the Chairman of the Board of Directors upon their knowledge of the 

same. The Chairman must immediately inform members of the Board, and the Board of Directors must, within 15 days of becoming aware thereof - call a 

meeting of the Extraordinary General Assembly within 45 days from the date of becoming aware of the losses in order to decide whether to increase or 

decrease the Company’s capital to the extent that the percentage of losses decreases to less than half of the paid-up share capital, or to dissolve the 

Company before the term specified in its Bylaws. 
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10- THE EXPECTED CAPITAL REDUTION TIMEFRAME:  

THE EXPECTED SCHEDULE FOR CAPITAL REDUCTION DATE  

The Company’s announcement on the Tadawul website regarding its Board of Directors’ 

recommendation to reduce the Company's share capital. 

On (21/10/1443H) corresponding to (22/05/2022G). 

Submission of the capital reduction application file to the CMA and Tadawul for 
approval.  

On (28/10/1443H) corresponding to (29/05/2022G) 

Receiving CMA approval of the request to the capital reduction application. 
On (17/11/1443H) corresponding to (16/06/2022G) 

Invitation to attend the Extraordinary General Assembly to reduce the Company’s share 
capital and announcing the same on the Tadawul website.  

On ([●]/[●]/[●]H) corresponding to [●]/[●]/[●]G) 

Announcing the start of electronic voting. On ([●]/[●]/[●]H) corresponding to ([●]/[●]/[●]G) 

Meeting of the Extraordinary General Assembly on the capital reduction*.  On ([●]/[●]/[●]H) corresponding to ([●]/[●]/[●]G) 

Extraordinary General Assembly approval of the capital reduction. 
On ([●]/[●]/[●]H) corresponding to ([●]/[●]/[●]G) 

The Company announces the results of the Extraordinary General Assembly on the 
capital reduction.  

On ([●]/[●]/[●]H) corresponding to ([●]/[●]/[●]G) 

Announcement of the deposit of sums brought about from the sale of fractional shares 
resulting from the Company's capital reduction in the accounts of Eligible Shareholders. 

On ([●]/[●]/[●]H) corresponding to ([●]/[●]/[●]G) 

 

* In the event that the quorum necessary to hold the first meeting is not met, the second meeting will be held one hour after the end of the period specified for the 

first meeting. In the event that the quorum required to hold the second meeting is not met, the third meeting will be held 21 days after the end of the period 

specified for the second meeting. 
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11- CAPITAL REDUCTION:  

Capital reduction procedures are subject to the following procedures : 

 The Company's Board of Directors' recommendation to reduce the capital . 

• Appointing a financial advisor for the capital reduction process . 

• Appointing an Auditor to prepare the accounting report on the capital reduction process . 

• Preparing and submitting a capital reduction request to the Capital Market Authority in accordance with the conditions of Article 58 of the Rules on 

Offering Securities and Continuing Obligations, related to the conditions for reducing capital . 

• The approval of the Capital Market Authority on the request to reduce the Company's capital . 

• Submit a notification to the Stock Exchange (Tadawul) in the form provided in Annex (5) of the Listing Rules. 

• The approval of the extraordinary general assembly to reduce the Company's capital . 

BOARD MEMBER APPROVAL : 

The members of the Company's Board of Directors confirm, hereby affirm that, to their knowledge and belief, reducing the Company's capital is in the interest of 

the Company and the shareholders. 
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12- REQUIRED REGULATORY APPROVALS:  

• The Company obtained CMA approval on the capital reduction on (17/11/1443H) corresponding to (16/06/2022G) 

• Capital reduction is contingent on the approval of shareholders at the Extraordinary General Assembly, and the shareholders should be aware that if their 

approval is not obtained for this capital reduction process, the capital reduction process will stop completely . 

• In the event that shareholder approval on the capital reduction is obtained during the Extraordinary General Assembly, then the Company will contact the 

Ministry of Commerce to obtain the approval thereof to amend the commercial register and the Company's Bylaws . 

• With the exception of the preceding, there are no regulatory approvals that the Company must obtain in connection with the capital reduction. 
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13- RELEVANT LAWS AND REGULATIONS 
 
• The Companies’ Law, promulgated by Royal Decree No. M/3 dated 28/01/1437H (corresponding to 10/11/2015G), as amended. 
• The Capital Market Law, promulgated by Royal Decree No. M/3 dated 02/06/1424H (corresponding to 31/07/2003G, as amended. 
• Rules on the Offer of Securities and Continuing Obligations as issued by the Capital Market Authority pursuant to Resolution No. 3-123-2017 dated 
09/04/1439H (corresponding to 27/12/2017G), amended by CMA Board Resolution No. 5-2022 dated 02 / 06/1443H corresponding to 05/01/2022G). 
• The Listing Rules issued by Tadawul and approved under CMA Board Resolution No. 3-123-2017 dated 04/09/1439H (corresponding to 27/12/2017G), 
amended by Board Resolution No. 1-104-2019 dated 02/01/14410H (corresponding to 30/09/2019G), and amended by Resolution No. 1-22-2021 dated 
12/07/1442H (corresponding to 24/02/2021G)) as amended by Resolution No. 1-19-2022 dated 12/07/1443H corresponding to (13/02/2022G), as amended by 
Resolution No. 1-52-2022 dated 12/09/1443H corresponding to 13/04/2022G. 
• The procedures and instructions for listed companies whose accumulated losses amount to 20% or more of their share capital, as issued by the CMA Board of 
Directors pursuant to Resolution No. 4-48-2013 dated 15/01/1435H (corresponding to 18/11/2013G) based on The Capital Market Law and its amendments 
issued by Royal Decree No. M/30 dated 02/06/1424H, and amended by CMA Board Resolution No. 1-77-2018 dated 05/11/1439H (corresponding to 
18/07/2018G). 
• The Company's Bylaws. 
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14- AUDITOR REPORT 
 
The Company tasked Messrs. Ernst & Young Professional Services to prepare a limited examination report to study the reasons for the capital reduction and the 
impact of said reduction on the Company's obligations in order to obtain the approval of the Capital Market Authority thereon. The Auditor’s Report shall be read 
to shareholders during the Extraordinary General Assembly meeting, and capital reduction shall not take place without the Report being read. 
 
A copy of the Auditor’s limited examination was included in the announcement of the invitation to this Extraordinary General Assembly as published on the 
Tadawul website on [●]/[●]/[●]H, corresponding to [●]/[●]/[●]G. 
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15- OPINION OF THE LEGAL ADVISOR 
 
The Company appointed Abdulaziz Al-Ajlan & Partners, Lawyers and Legal Advisors, to express a legal opinion on the Company's capital reduction. 

The Company obtained the letter of the Legal Advisor, in which the latter confirms that the capital reduction application and supporting documents have been 
prepared in accordance with the laws and regulations in force in the Kingdom of Saudi Arabia, after obtaining all necessary regulatory approvals. 
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16- IMPORTANT INFORMATION 
 
• With regard the “Procedures and Instructions Related to Listed Companies with Accumulated Losses Amounting to 20% or more of their Share Capital” as 
issued by the CMA pursuant to Resolution No. 4-48-2013 dated 15/01/1435H (corresponding to 18/11/2013G) based on the Capital Market Law and amendments 
thereto issued by Royal Decree No. M/30 dated 02/06/1424H, and amended by CMA Board Resolution No. 1-77-2018 dated 05/11/1439H (corresponding to 
18/07/2018G); and based on the Companies’ Law promulgated by Royal Decree No. M/3 dated 28/01/1437H (corresponding to 10/11/2015G) and amendments 
thereto, in particular Article 150 thereof, companies whose accumulated losses amount to (20) %) or more of their capital shall: 
 Immediately and without delay, publicly disclose, through an independent announcement, that its accumulated losses are 20% or more but less than 35% 

of its capital, provided that the announcement includes the amount of accumulated losses and their percentage of the capital, the main reasons that led to 
these losses, and the procedures and instructions that will be applied thereto. If the disclosure required under this paragraph coincides with the 
announcement of the initial or annual financial results, then the Company shall be exempted from making said disclosure in a separate announcement if 
disclosure was included in the announcement pertaining to interim or annual financial results. 

 Immediately and without delay, publicly disclose, through an independent announcement, that its accumulated losses are 35% or more but less than 50% 
of its capital, provided that the announcement includes the amount of accumulated losses and their percentage of the capital, the main reasons that led to 
these losses, and the procedures and instructions that will be applied thereto. If the disclosure required under this paragraph coincides with the 
announcement of the initial or annual financial results, then the Company shall be exempted from making said disclosure in a separate announcement if 
disclosure was included in the announcement pertaining to interim or annual financial results. 

 Immediately and without delay, publicly disclose, through an independent announcement, that its accumulated losses were 50% or more of its capital, 
provided that the announcement includes the amount of accumulated losses and their percentage of the capital, the main reasons that led to these losses, and 
the procedures and instructions that will be applied thereto. If the disclosure required under this paragraph coincides with the announcement of the initial or 
annual financial results, then the Company shall be exempted from making said disclosure in a separate announcement if disclosure was included in the 
announcement pertaining to interim or annual financial results. 
 

• On the Tadawul website, companies with accumulated losses are classified as follows: 
 

* Company accumulated losses are 20% or more but less than 35% of the capital. 
* Company accumulated losses are 35% or more but less than 50% of the capital. 
* Company accumulated losses are 50% or more of the capital 
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• Under Article 144 of the Companies’ Law, it is permissible, by a resolution of the Extraordinary General Assembly, to reduce the Company’s share 
capital if it incurs losses. In this case it is permissible to reduce the share capital below the limit stipulated in Article 54 of the Companies’ Law, i.e., 
500,000 Saudi Riyals. The resolution shall only be issued after the recital of the Auditor’s report on the reasons for the reduction, the Company's 
obligations and the effect of the reduction on these obligations, taking into account the provisions of the Companies’ Law. The Resolution shall state 
the method of reduction.  

• Under Article 94 of the Companies’ Law, a meeting of the Extraordinary General Assembly shall not be valid unless attended by shareholders 
representing at least half of the Company's share capital. If this quorum is not met at the first meeting, a second meeting is called. The second 
meeting shall be valid if attended by a number of shareholders representing at least a quarter of the share capital. If the quorum is not met at the 
second meeting, a third meeting will be called. The third meeting will be valid regardless of the number of shares represented thereat with the 
approval of the competent authority. 

• Under Article 94 of the Companies’ Law, Resolutions of the Extraordinary General Assembly to reduce the Company’s share capital shall be 
approved by a three-quarters majority of the shares represented thereat. 

• In the event that the Company's shareholders agree to reduce the share capital, the reduction resolution will be enforceable upon all of the 
Company's shareholders registered in the Company's records with Tadawul at the end of trading on the day of the Extraordinary General Assembly. 
This includes shareholders not attending the Extraordinary General Assembly meeting, as well as shareholders who attended the meeting and did not 
vote or voted against the resolution to reduce the share capital. 
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17- DOCUMENTS AVAILABLE FOR INSPECTION 
 
The Company will give shareholders access to the following documents at the Company’s head office in Riyadh and the Company’s website, within a period of 
14 days preceding the date of the extraordinary general assembly, from the date of approval by the Capital Market Authority on 17/11/1443H (corresponding to 
16/06/2022G) until the Extraordinary General Assembly is convened on 25/12/1443H (corresponding to 24/07/2022G)) During official working hours from 9:00 
in the morning to 5:00 in the afternoon: 
 
• Copy of the Board of Directors recommendation to reduce the share capital. 
• Copy of the Financial Advisor's appointment letter. 
• Copy of the Legal Advisor's appointment letter. 
• Copy of the announcement pertaining to CMA approval of the capital reduction, published on the CMA and Tadawul websites on 17/11/1443H, 

corresponding to 16/06/2022G 
• Copy of the shareholders' Circular submitted to the Extraordinary General Assembly. 
• Copy of the Auditor's report on the capital reduction. 
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APPENDICES 
 

• Copy of the Auditor’s report. 

• Power of attorney form to attend the Extraordinary General Assembly meeting. 
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APPENDIX (1) Copy of the Auditor’s report 
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APPENDIX (2) Power of attorney form to attend the Extraordinary General Assembly meeting 
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