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IMPORTANT NOTICE 

The Company has prepared this Circular to provide information to the Company's Shareholders so that they can 

make an informed decision when voting on the Board of Directors' recommendation to reduce the capital during 

the Extraordinary General Assembly meeting. 

The Company has appointed Adeem Capital as the Company’s financial advisor (the “Financial Advisor”) and 

Al Bassam & Co, Certified Public Accountants (the “Auditor”) in connection with the Capital Reduction of the 

Company. 

This Circular provides full details of the information related to the process of reducing the Company's capital. 

When the votes of the registered Shareholders are taken on the date of the Extraordinary General Assembly that 

will be held for this purpose, the voting Shareholders will be treated on the basis that their decision is based on 

the information contained in this Circular, copies of which can be obtained from the Company’s head office or 

by visiting the Company’s website www.shamstourism.com or the website of the Capital Market Authority, 

www.cma.org.sa. 

This Circular has been prepared in accordance with the requirements of the Rules on the Offer of Securities and 

Continuing Obligations. The members of the Board of Directors whose names appear on page (7) in this Circular 

bear collectively and individually full responsibility for the accuracy of the information contained in this 

Circular, and confirm, to the best of their knowledge and belief, after conducting all possible studies to a 

reasonable extent, that there are no other facts the omission of which can make any statement contained therein 

misleading. 

The information included in this Circular at the date of its issuance is subject to change as the Company's 

financial position and the value of its shares could change negatively as a result of any future developments (see 

Section 10 "Risk Factors Relating to Capital Reduction" of this Circular). The presentation of this Circular or 

any oral or written information relating to the Capital Reduction Process, or its interpretation or reliance in any 

way on it shall not be considered as confirmation, promise or acknowledgment regarding the achievement of 

any future revenues, results or events. 

The Capital Market Authority and the Saudi Stock Exchange (Tadawul) take no responsibility for the contents 

of this Circular, do not give any assurances regarding its accuracy or completeness, and expressly disclaim any 

liability whatsoever for any loss resulting from what is stated in this Circular or from reliance on any part 

thereof. 
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Terms and Definitions 

Term Definition 

The Company or Shams Tourism Enterprise Company, a Saudi joint stock Company. 

Advisors The Company's advisors whose names are shown on page (5). 

Capital Market Authority 

or the Authority 

The Capital Market Authority in the Kingdom of Saudi Arabia. 

Saudi Stock Exchange or 

the Exchange or Tadawul 

Saudi Stock Exchange Company. 

The Board or Board of 

Directors 

Board of Directors of Tourism Enterprise Company. 

Bylaws or Articles of 

Association 

The Company Bylaws 

Capital Reduction or 

Capital Reduction 

Process of the 

Company’s Capital 

Reduction Process 

Reducing the Company’s capital from one hundred and one million five hundred 

thousand (101,500,000) Saudi Riyals (representing ten million one hundred and 

fifty (10,150,000) thousand ordinary shares) to fifty-two million five hundred 

and sixty-six thousand nine hundred and thirty (52,566,930) Saudi Riyals 

(representing five million two hundred and fifty-six one thousand six hundred 

and ninety-three (5,256,693) ordinary shares) by canceling four million eight 

hundred and ninety-three thousand three hundred and seven (4,893,307) shares, 

representing a Capital Reduction of (48.21%). 

The Extraordinary 

General Assembly 

The Extraordinary General Assembly of Shareholders held on **/**/****H 

(corresponding to **/**/****G) to vote on the Capital Reduction Process. 

The Kingdom Kingdom Saudi Arabia. 

The Management Management of the Tourism Enterprise Company. 

Shareholder’s Circular or 

the Circular 

This document prepared by the Company in connection with the Capital 

Reduction. 

Limited Assurance 

Report on the Capital 

Reduction or the 

Auditor’s Report on the 

Capital Reduction 

The Auditor’s limited assurance report that shows the reasons for the Capital 

Reduction and its impact on the Company's obligations, submitted to the 

Extraordinary General Assembly held on **/**/****H (corresponding to 

**/**/****G). 

Riyal or Saudi Riyal The Saudi Riyal is the official currency of the Kingdom of Saudi Arabia. 

Shareholders or 

Company’s Shareholders 

Shareholders of the Company 

The Shares or the 

Company Shares 

The Company's ordinary shares, totaling to (10,150,000) ten million one hundred 

and fifty thousand ordinary shares before the Capital Reduction Process, at a 

nominal value of ten (10) Riyals per share. 
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mailto:info@adeemcapital.com
http://www.pkfalbassam.com/
mailto:Info.sa@PKF.com


6 
 

1 Company Background 

Tourism Enterprise Company (“Shams” or “the Company”) was established as a Saudi joint stock Company 

pursuant to Ministerial Resolution No. (819) dated 23/09/1411H (corresponding to 09/04/1991G), with a 

Commercial Registration No. (2050021572) issued in Dammam on 20/01/1412H (corresponding to 

31/07/1991G), and headquartered in Dammam, Kingdom of Saudi Arabia. 

The Company is engaged in the establishment and management of resorts and tourist facilities, including 

chalets, motels, hotels, parks, restaurants, entertainment cities, sports stadiums, swimming pools, rest houses, 

central service stations and all services needed by tourist resorts. 

The main activity of the Company is in the only tourist project (Palm Beach Resort) which is located on a land 

leased from the Municipality of Dammam for a period of 40 years starting from 01/01/1410H (corresponding 

to 03/08/1989G) till 30/12/1450H (corresponding to 14/05/2029G). Palm Beach Resort consists of 232 chalets 

spread over an area of 550,000 square meters, in addition to one restaurant, three recreational centers and three 

sports centers. 

 

Contact Information 

Investor Relations Department 

Tel:   +966 (13) 8966633 

Fax:   +966 (13) 8966266 

Email:   info@shamstourism.sa 

Website:  www.shamstourism.com 

 

2 Capital 

The Company’s current capital is one hundred and one million five hundred thousand (101,500,000) Saudi 

Riyals divided into ten million one hundred and fifty thousand (10.150,000) with a nominal value of ten (10)  

Saudi Riyals per share, paid in full. Following is the development of the Company's capital since its 

establishment: 

Date Event 

23/09/1411H 

(Corresponding to 

09/04/1991G) 

The Company was established as a Saudi joint stock Company pursuant to 

Ministerial Resolution No. (819) dated 23/09/1411H (corresponding to 

09/04/1991G), with a capital of one hundred and one million five hundred 

thousand (101,500,000) Saudi Riyals divided into one million and fifteen 

thousand (1,015,000) ordinary shares with a nominal value of one hundred 

(100) Saudi Riyals per share. 

10/02/1419H 

(Corresponding to 

04/06/1998G) 

The nominal value of the share was changed in preparation for the Company’s 

listing on the Saudi Stock Exchange. The Extraordinary General Assembly of 

the Company held on 10/02/1419H (corresponding to 04/06/1998G) approved 

the amendment of Article Six (6) of the Articles of Association relating to the 

Company’s capital, dividing the nominal value of the share from one hundred 

(100) Saudi Riyals to fifty (50) Saudi Riyals and doubling the number of shares 

to two million and thirty thousand (2,030,000) shares. 

22/06/1420H 

(Corresponding to 

02/10/1999G) 

The Company's shares were listed on Tadawul on 22/06/1420H (corresponding 

to 02/10/1999G), after obtaining approval of the Ministry of Commerce and the 

Saudi  Central Bank (formerly Saudi Arabian Monetary Authority). 



7 
 

27/02/1427H 

(Corresponding to 

27/03/2006G) 

Based on the decision of the Council of Ministers on 27/02/1427H 

(corresponding to 27/03/2006G) stipulating that the nominal value of joint-

stock companies’ shares shall be ten (10) Saudi Riyals per share, the nominal 

value of the Company’s share was divided accordingly from fifty (50) Saudi 

Riyals to (10) ten Saudi Riyals per share, bringing the total number of shares 

listed on Tadawul to ten million one hundred and fifty thousand (10,150,000), 

at a nominal value of (10) ten Saudi Riyals per share, all of which are cash 

shares. 

(27/03/1443H) 

Corresponding to 

(02/11/2021G) 

The Company obtained the approval of the Capital Market Authority on the 

Capital Reduction request on (27/03/1443H) Corresponding to (02/11/2021G), 

and this approval was announced on the websites of the Capital Market 

Authority and Tadawul on (27/03/1443H) Corresponding to (02/11/2021G). 

(**/**/****H) 

Corresponding to 

(**/**/****G) 

The Company has called for this Extraordinary General Assembly and 

announced it on Tadawul website on (**/**/****H) corresponding to 

(**/**/****G). A copy of this Circular is included in the announcement. 

 

Board of Directors 

Name Position 
Membership 

Type 

No. of 

shares 

owned 

directly 

Percentage 

of 

Company’s 

capital 

Nationality 
Membership 

starting date 

Abdul Ilah bin 

Nasser 

Al-Zaraa 

Chairman of 

the Board 
Independent 1,000 0,0098522% Saudi 28/05/2021G 

Abdullah bin 

Omar 

Al-Suwailem 

Vice 

Chairman of 

the Board 

and 

Managing 

Director 

Executive 1,000 0,0098522% Saudi 28/05/2021G 

Khalid bin 

Muneef 

Al-Soor 

Board 

Member 
Independent - - Saudi 28/05/2021G 

Ahmed bin 

Abdul Latif 

Al-Barrak 

Board 

Member 
Independent - - Saudi 28/05/2021G 

Rasheed bin 

Suleiman 

Al-Rasheed 

Board 

Member 
Independent 10 0,000985% Saudi 28/05/2021G 

Fahd bin 

Abdullah 

Al-Samih 

Board 

Member 
Independent 10 0,000985% Saudi 28/05/2021G 
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Faisal bin 

Mohammed 

Al-Harbi 

Board 

Member 
Independent - - Saudi 28/05/2021G 

Source: The Company and Tadawul 

The Company’s Ordinary General Assembly, in its meeting held on 15/10/1442H (corresponding to 

27/05/2021G), agreed to elect the members of the Board of Directors whose names are mentioned above for 

membership of the Board of Directors starting from the date of 28/05/2021G, for a period of three Gregorian 

years until the date of 27/05/2024G. 

The Board of Directors decided in its meeting held on 15/10/1442H (corresponding to 27/05/2021G) to appoint 

Abdul Ilah bin Nasser Al-Zaraa as Chairman of the Board of Directors and to appoint Abdullah bin Omar Al-

Suwailem as Vice Chairman of the Board of Directors and Managing Director. 

 

Executive Management 

Name Position 
Scientific 

Qualification 
Nationality 

Appointment 

Date 

Ali Abdullah Ibrahim 

Al-Salham 

Chief Executive 

Officer (CEO) 
Master of Business 

Administration 
Saudi 

11/04/2021G 

 

Ahmed Mohamed 

Suleiman 

Chief Financial 

Officer (CFO) 

Bachelor of 

Accounting 

Egyptian 
07/07/2019G 

Source: The Company and Tadawul 

Neither the Company’s Executive Management nor its employees have any ownership in the Company, whether 

directly or indirectly. 
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The Company’s Organization Structure 

 

 

 

3 Development of Accumulated Losses 

The following table shows the evolution of the Company's accumulated losses since 2015G. 

Date 

Net Profit 

(Loss) 

(SAR) 

(Accumulated 

Losses) 

(SAR) 

Percentage Reason 

31/12/2015G 2,009,444 (8,809,942) (8.68%) The reason of the decrease in the 

net profit for the period compared 

to the same period of the previous 
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year is due to the start of 

maintenance and renovation work 

of the units and facilities. 

31/12/2016G 561,106 (8,304,947) (8.18%) The reason of the decrease in the 

net profit for the period is due to a 

decrease in rental, services and 

other revenues and an increase in 

depreciation expenses of assets, 

although there was a decrease in 

rental, services, administrative and 

marketing expenses. 

31/12/2017G 330,593 (8,007,413) (7.89%) The reason of the decrease in the 

net profit for the period is mainly 

due to the decrease in the revenues 

of the rental and services of Al-

Palm Tourist Resort by 25.69% 

compared to the same period of the 

previous year. 

31/12/2018G (7,043,591) (17,047,100) (16.80%) The net loss is due to a decrease in 

the income of rental, services, and 

investments as well as other 

income, and an increase in 

administrative and marketing 

expenses and service costs. 

31/12/2019G (4,185,441) (26,520,303) (26.13%) The reason for the decrease in net 

loss is due to the increase and 

diversification of other revenues for 

the current year and the settlement 

of the Zakat provision despite the 

increase in general and 

administrative expenses for the 

current year due to: 

- Disposal of outstanding 

receivables from previous years 

during the previous Board of 

Directors period 

- Increasing the provision for 

doubtful accounts for the years 

prior to applying the International 

Financial Reporting Standard 

(IFRS) No (9). 

- Increasing depreciation expenses 

of fixed assets to implement 

International Financial Reporting 

Standard. 

31/12/2020G (8,195,380) (34,770,370) (34.25%) The reason of the increase in the net 

loss is due to the fact that the 

general and administrative 

expenses for the period included 

provisions for receivables, in 
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addition to setting aside provisions 

for facing cases based on a 

preliminary ruling, for which final 

ruling is still pending before the 

judiciary authorities (at the time), 

but the provisions were set aside 

based on the principle of prudence 

and based on the recommendation 

of the Company’s legal advisor. 

31/03/2021G (941,441) (35,725,483) (35.20%) This quarter witnessed a significant 

increase in revenues compared to 

the corresponding quarter of the 

previous year, due to the easing of 

precautionary measures for the 

Corona pandemic compared to the 

previous year, in addition to the 

decrease in general and 

administrative expenses. The 

revenues of the current quarter 

amounted to 3,205,835 Saudi 

Riyals and the revenues of the same 

quarter for the previous year 

amounted to 1,732,489 Riyals. The 

general and administrative 

expenses for the current quarter 

amounted to 1,085,369 Saudi 

Riyals, and the general and 

administrative expenses for the 

same quarter of the previous year 

amounted to 1,447,615 Saudi 

Riyals. 

The decrease in net losses for this 

quarter compared to the previous 

quarter is due to the fact that the 

previous quarter included 

provisions to face cases and 

receivables, in addition to the 

decrease in general and 

administrative expenses for the 

current quarter compared to the 

previous quarter. Claims provision 

expenses in the previous quarter 

amounted to 1,966,300 Saudi 

Riyals, while general and 

administrative expenses for the 

previous quarter amounted to 

3,116,466 Riyals. The general and 

administrative expenses for the 

current quarter amounted to 

1,085,369 Saudi Riyals. 

Accordingly, the net loss decreased 

from (2,006,110) Saudi Riyals for 

the previous quarter to (941,441) 

Saudi Riyals for the current quarter. 
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30/06/2021G (13,193,919) (48,933,074) (48.21%) The reason for the increase in losses 

in this quarter is due to making a 

provision for legal claims that were 

not included during the same 

quarter of the previous year and 

making provisions for receivables 

and an increase in Zakat expenses 

as a result of differences in 

settlements relating to Zakat for the 

years 2019 and 2020 despite the 

increase in revenues at the 

Company’s Palm Beach Resort. 

Source: The Company  

 

4 Company Plan and Remedial steps to stop losses 

The Company’s Board of Directors, in its meeting held on 16/01/1443H (corresponding to 24/08/2021G), 

recommended restructuring the Company’s capital starting with the Capital Reduction Process and then 

increasing the capital by way of rights issue from fifty-two million five hundred and sixty-six thousand nine 

hundred and thirty (52,566,930) Saudi Riyals to three hundred and sixty-seven million nine hundred and sixty-

eight thousand five hundred and ten (367,968,510) Saudi Riyals, thus increasing the number of Shares from five 

million two hundred and fifty-six thousand six hundred and ninety-three (5,256,693) shares to thirty-six million 

seven hundred and ninety-six thousand eight hundred and fifty-one (36,796,851) shares, an increase of thirty-

one million five hundred and forty thousand (31,540,000) shares. 

The main objective of the Company's capital increase is to increase its financial solvency and improve its ability 

for strategic expansion to support the future growth and financial performance of the Company. 

The Company intends to take the following corrective steps: 

- Improving the quality and renovating the rooms of the Palm Beach Resort and raising the level of 

maintenance to increase the occupancy capacity of the chalets and cabins, which will contribute to 

increasing the income. 

- Raising the level of recreational services, catering services and restaurants to increase the number of 

visitors, whether for the purpose of staying overnight or enjoying one day, which will help increasing 

the income. 

- Improving services and raising the level of maintenance in the Company-owned building in Al Khobar 

to increase the number of tenants in shops, offices and apartments, which will contribute to increasing 

income. 

- Studying a number of expansion tourism projects within the resort, especially with the availability of 

untapped lands, where the Development and Investment Committee is working to select the best 

investment opportunities and study them during the coming periods. 

- Studying the development of the marina and increasing the capacity of yachts and cruises in the future 

due to the importance of marine tourism. This project comes among the priorities under consideration 

by the Development and Investment Committee. 

- After completing the feasibility study of the investment opportunities which are under consideration by 

Development and Investment Committee, and after presenting them to the Board of Directors and 

approving them, any developments will be announced in a timely manner to the Shareholders. 

 

5 Parties involved in the Capital Reduction Process 
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6  General structure of Capital Reduction  

The current capital of the Company is one hundred and one million five hundred thousand (101,500,000) Saudi 

Riyals divided into ten million and one hundred and fifty thousand (10,150,000) shares at a nominal value of 

ten(10) Saudi Riyals per share, fully paid up. 

The capital of the Company will be reduced as follows: 

a. The nominal value of the capital before and after the Capital Reduction: 

- Before Capital Reduction: one hundred and one million five hundred thousand (101,500,000) Saudi 

Riyals. 

- After Capital Reduction: fifty-two million five hundred and sixty-six thousand nine hundred and thirty 

(52,566,930) Saudi Riyals. 

b. Number of shares of the issuer before and after the Capital Reduction: 

- Before the Capital Reduction: ten million one hundred and fifty (10,150,000) thousand ordinary shares. 

- After Capital Reduction: five million two hundred and fifty-six thousand six hundred and ninety-three 

(5,256,693) ordinary shares. 

c. Percentage of the number of shares remaining after the Capital Reduction to the number of shares before 

the Capital Reduction: 

(51.79%). 

d. Percentage of the number of shares canceled for a Capital Reduction to the number of shares before the 

Capital Reduction: 

(48.21%) 

e. Amount of Capital Reduction: 

Forty-eight million nine hundred thirty-three thousand seventy (48,933,070) Saudi Riyals. 

f. Method of Capital Reduction: 

Capital Reduction 

Process

Extraordinary 
General 

Assembly

Financial 

Advisor

Regulatory 

Approvals

Auditor

Voting by the Company’s 

Shareholders 

Preparing the Auditor’s 

Report 
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Four million eight hundred and ninety-three thousand three hundred and seven (4,893,307) shares of the 

Company’s Shares will be canceled in proportion with the shareholding of each Shareholder, i.e., a 

reduction in the capital of (48.21%) and at a cancellation rate of (1) share for every (2.0742618) shares held 

before Capital Reduction. 

g. Details of dealing with fractional shares (if any): 

The Company will collect any fractional shares (if any) in one portfolio, which will result from the Capital 

Reduction Process, and then sell them in the market at the prevailing price at the time, and then the proceeds 

of selling such fractional shares will be distributed to the Eligible Shareholders, each according to his 

ownership, within thirty (30) days from the date of the Shareholders’ approval at the Extraordinary General 

Assembly to reduce the Company's capital. 

h. The date of the financial statements from which the values to be determined for the purpose of Capital 

Reduction are taken: 

The (unaudited) financial statements for the financial period ending on 30/06/2021G. 

 

7 Reasons of Capital Reduction 

The Company’s Board of Directors decided on 16/01/1443H (corresponding to 08/24/2021G) to amend the 

previous recommendation dated 03/09/1442H (corresponding to 04/15/2021G) and recommended reducing the 

Company’s capital from one hundred and one million five hundred thousand (101,500,000) Saudi Riyals to 

fifty-two million five hundred and sixty-six thousand nine hundred and thirty (52,566,930) Saudi Riyals to 

restructure the Company’s capital to amortize an amount of forty-eight million nine hundred and thirty-three 

thousand and seventy (48,933,070) Saudi Riyals of accumulated losses by canceling four million eight hundred 

and ninety-three thousand three hundred and seven (4,893,307) shares in proportion to the shareholding of each 

shareholder, representing a reduction in the Company’s capital by (48.21%), a cancellation rate of (1) share for 

every (2,0742618) shares held before the Capital Reduction, after obtaining all regulatory approvals necessary 

and the approval of the Extraordinary General Assembly. 

The main reason for the Board of Directors’ recommendation to reduce the capital is to amortize all of the 

accumulated losses, i.e., 100% of the total accumulated losses of the Company, based on the (unaudited) 

financial statements of the Company for the period ending on 30/06/2021G, amounting to (48,933,074) Saudi 

Riyals, representing 48.21% of the Company's capital. 

Other reasons for reducing the Company's capital are: 

- Increasing the earning per share, when the Company moves to profits in the future. 

- Appropriate presentation of shareholders' equity in the financial statements to maintain a credit rating 

acceptable to credit rating agencies in the future. 

8 Impact of the Company's Capital Reduction on its operations and obligations 

The Company has appointed Al-Bassam & Co., Certified Public Accountants as the Auditor to prepare the 

auditor’s report on the Capital Reduction Process, through which the reduction mechanism and its expected 

impact on the Company's obligations are clarified. 

There will be no effect of the Capital Reduction on the Company's operations and obligations, and there will be 

no effect of the Capital Reduction on the Company's cash accounts and liabilities, as well as its operations. 

 

9 Impact of the Company's Capital Reduction on Shareholders’ Equity  

The total number of shares owned by any Shareholder will decrease as a result of cancellation of 48.21%, at a 

cancellation rate of (1) share for every (2.0742618) shares held by the Shareholder before the Capital Reduction 

without any effect of the Capital Reduction on the net shareholders' equity. The primary impact on shareholders' 

equity will be an increase in earnings per share when the Company moves to generate profits in the future. 
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Table No. (1): Shareholders Equity before and after Capital Reduction 

Shareholders’ Equity 

(as at 30/06/2021G) 

Before 

Capital Reduction 

After 

Capital Reduction 
Impact 

Capital 101,500,000 52,566,930 (48,933,070) 

Statutory Reserve 2,913,121 2,913,121 0 

Accumulated Losses (48,933,074) (4) 48,933,070 

Total Shareholders’ Equity 55,480,047 55,480,047 0 

Source: The Auditor’s report and financial statements as on 30/06/2021G. 

 

It should be noted that the Share price in the following examples and tables is a hypothetical price for the 

purpose of clarifying the effect of the Capital Reduction on the market value of the Shareholders' portfolios and 

the method of calculating the compensation amount. 

Below is the method of calculating the Share price after Capital Reduction. 

Table No. (2): Method of Calculating the Share Price after Capital Reduction  

 Item Unit  

(A) Number of Shares before Capital Reduction Share 10,150,000 

(B) Share price before Reduction* SAR 74.8 

(C) Market value of Shares before Reduction = (A) * (B) SAR 759,220,000 

(D) Number of Shares after reduction Share 5,256,693 

 Share price after Reduction (hypothetical)** = (C) ÷ (D) SAR 144.43 

Source: The Company  

* The Share price is hypothetical for illustrative purposes, based on the closing price of the Company's Share 

on 23/02/1443H (corresponding to 30/09/2021G). 

** The Share price is hypothetical for illustrative purposes. The Share price has been rounded up after reducing 

the capital (hypothetical) from 144.4292 to 144.43 Saudi Riyals for the purpose of clarification. 

The presentation to the Shareholders will be updated by amending the closing price of the Company’s Share on 

the day of the Extraordinary General Assembly. 

 

Below is an example showing the effect of the Capital Reduction on a Shareholder who has in his portfolio one 

thousand (1,000) shares of the Company's shares before the Capital Reduction. 

Table No. (3): Effect of Capital Reduction on the market price of the Shareholders’ portfolios  

Item (Estimated) Unit With Capital Reduction 
Without Capital 

Reduction 

Shares owned before Capital 

Reduction 
Share 1,000 1,000 
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Share price before Capital 

Reduction* 
SAR 74.8 74.8 

Market value of the Shares before 

Capital Reduction 
SAR 74,800.00 74,800.00 

Capital Reduction percentage % 48.21% 48.21% 

Canceled Shares Share 483 N/A 

Shares owned after Capital 

Reduction 
Share 517 N/A 

Share price after Capital 

Reduction (hypothetical)** 
SAR 144.43 N/A 

Market value of the Shares after 

Capital Reduction 
SAR 74,670.31 N/A 

Compensation amount SAR 129.69 N/A 

Source: The Company  

* The Share price is hypothetical for illustrative purposes, based on the closing price of the Company's Share 

on 23/02/1443H (corresponding to 30/09/2021G). 

** The Share price is hypothetical for illustrative purposes. The Share price has been rounded up after reducing 

the capital (hypothetical) from 144.4292 to 144.43 Saudi Riyals for the purpose of clarification. 

 

Below is an example showing the method of calculating the compensation amount and the effect of the Capital 

Reduction Process on the market value of up to 5 shares. It is also worth noting that the Shareholder who owns 

one Share of the Company's Shares in his portfolio will have his Share canceled and compensated as shown 

below. 

 

Table No. (4): Effect of Capital Reduction on the Shareholder’s portfolio who owns up to 5 Shares owned before 

Capital Reduction 

Item (Estimation) Unit      

Shares owned before Capital 

Reduction 
Share 1 2 3 4 5 

Share Cancellation Percentage % 48.21% 48.21% 48.21% 48.21% 48.21% 
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Number of Shares after Capital 

Reduction** 
Share 0.52 1.04 1.55 2.07 2.59 

Canceled Shares Share 1 1 2 2 3 

Number of Shares in the portfolio 

after Capital  Reduction 
Share 0 1 1 2 2 

Share price before Capital 

Reduction  *  
SAR 74.80 74.80 74.80 74.80 74.80 

Market value of the Shares before 

Capital Reduction 
SAR 74.80 149.60 224.40 299.20 374.00 

Share price after Capital 

Reduction (hypothetical)*** 
SAR 144.43 144.43 144.43 144.43 144.43 

Market value of the portfolio after 

Capital Reduction 
SAR 0.00 144.43 144.43 288.86 288.86 

Compensation amount for 

fractional Shares**** 
SAR 74.80 5.17 79.97 10.34 85.14 

Source: The Company  

* The Share price is hypothetical for illustrative purposes, based on the closing price of the Company's Share 

on 23/02/1443H (corresponding to 30/09/2021G). 

** Number of Shares after reduction, including fractions 

*** The Share price is hypothetical for illustrative purposes. The Share price has been rounded up after reducing 

the capital (hypothetical) from 144.4292 to 144.43 Saudi Riyals for the purpose of clarification. 

*** The stock price is hypothetical for illustrative purposes. The Share price has been rounded up after reducing 

the capital (hypothetical) from 144.4292 to 144.43 Saudi Riyals for the purpose of clarification. 

**** Assuming that there is no change in the Share price as on the date of the Extraordinary General Assembly 

and the average selling price of fractional shares. 

 

10 Risk Factors Relating to Capital Reduction 

The Company's Shareholders who are going to vote on the Capital Reduction at the Extraordinary General 

Assembly meeting must carefully study all the information contained in this Circular, including the risk factors 

set out below. 

 

Risk relating to the Company and its operations 

The Company recorded accumulated losses of forty-eight million, nine hundred and thirty-three thousand and 

seventy-four (48,933,074) Saudi Riyals as at the end of the first half ending on 30/06/2021G, which represents 

(48.21%) of the Company's capital. There are no guarantees that the Company will not sustain more losses in 

the future. In the event that the Company continues to realize losses or in the event of liquidation the Company, 

the Shareholders will lose part or all of their investment in the Company’s Shares. 
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Risks relating to the Shares 

The Company's Share price may be subject to a large degree of fluctuation and instability as a result of several 

factors including market conditions related to the Shares, regulatory changes in the sector, deterioration of the 

Company's business results, inability to implement future plans, entry of new competing companies and 

competition with the Company's operations. In the event of a decrease in the market price of the Share after the 

Capital Reduction Process, the Shareholders will lose the value of their investments in the Company's Shares. 

In the event that the accumulated losses amounted to (20%) or more of the Company’s capital, the Company 

will be subject to the Authority’s regulation on “Procedures and Instructions for listed companies whose 

accumulated losses amounted to 20% or more of their capital”. 

 

11 Timeline for Capital Reduction  

The following table shows the timetable for the Capital Reduction Process:  

Table No. (5): Timeline of the Capital Reduction Process  

Timetable Date 

The Board of Directors’ recommendation to reduce the capital 

16/01/1443H 

(corresponding to 

24/08/2021G) 

Appointment of the Financial Advisor for the Capital Reduction Process 

14/02/1443H 

(corresponding to 

21/09/2021G) 

The Capital Market Authority’s approval of the Capital Reduction request. 

This approval was announced on the websites of the Authority and Tadawul  

(27/03/1443H) 

Corresponding to 

(02/11/2021G) 

Invitation to attend the Extraordinary General Assembly that was announced 

on the website of Tadawul, and a copy of this Shareholders’ Circular was 

included in the announcement. 

**/**/****H 

(corresponding to 

**/**/****G) 

Announcing the start of electronic voting on the items of the Extraordinary 

General Assembly. 

**/**/****H 

(corresponding to 

**/**/****G) 

Holding the Extraordinary General Assembly to reduce the Company’s Capital 

(First Meeting) *. 

**/**/****H 

(corresponding to 

**/**/****G) 

Announcing the results of the Extraordinary General Assembly meeting 

**/**/****H 

(corresponding to 

**/**/****G) 

Announcing the Share price adjustment and suspension of Shares on the 

Tadawul website for two days 

**/**/****H 

(corresponding to 

**/**/****G) 
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Payment of compensation amounts (if any) to those entitled to fractional 

Shares 

**/**/****H 

(corresponding to 

**/**/****G) 

* The first meeting is considered valid if attended by Shareholders representing at least half of the Company's 

capital. If the necessary quorum is not met to hold this meeting, the second meeting will be held an hour after 

the end of the period specified for convening the first meeting, and the second meeting will be valid if attended 

by Shareholders representing at least a quarter of the Company’s capital. If the necessary quorum is not present 

at the second meeting, the third meeting will be held 21 days after the end of the period specified for the second 

meeting, and the third meeting shall be valid regardless of the number of shares represented therein. 

 

12 Capital Reduction Procedures 

The Capital Reduction Process is subject to the following procedures: 

- The Board of Directors' recommendation to reduce the capital. 

- Appointment of a financial advisor for the Capital Reduction Process 

- Appointing an auditor to prepare the auditor’s 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 the Offer of Securities and Continuing Obligations, related to 

the terms of capital reduction. 

- Approval of the Capital Market Authority on the Capital Reduction request 

- Submission a notice to Tadawul 

- Approval of the Extraordinary General Assembly to reduce the capital 

- Finalizing the relevant procedures with the Ministry of Commerce to obtain the updated Articles of 

Association and the updated commercial registration of the Company. 

 

13 Declaration of the Company’s Board of Directors  

The members of the Company’s Board of Directors confirm, to the best of their knowledge and belief, that the 

reduction of the Company’s capital is in the interest of the Company and its Shareholders. 

 

14 Regulatory Approvals  

The Company obtained approval of the Capital Market Authority on (27/03/1443H) Corresponding to 

(02/11/2021G) on the Capital Reduction request, and this approval was announced on the websites of the 

Authority and Tadawul on (27/03/1443H) Corresponding to (02/11/2021G). 

The Capital Reduction Process depends on the approval of the Extraordinary General Assembly. The 

Shareholders should note that if the approval of the Extraordinary General Assembly on the Capital Reduction 

Process is not obtained, the Capital Reduction Process will not take place. 

In the event that the approval of the Extraordinary General Assembly is obtained for the Capital Reduction 

Process, the Company will address the Ministry of Commerce to obtain its approval to amend the Company's 

Commercial Registration and Articles of Association. 

Other than what was mentioned above, there are no other statutory approvals that the Company must obtain to 

complete the Capital Reduction Process. 
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15 Relevant Laws and Regulations 

- The Companies Law in the Kingdom of Saudi Arabia issued by Royal Decree No. (M/3) dated 28/01/1437H 

(corresponding to 10/11/2015G) and the amendments thereto. 

- The Capital Market Law issued by Royal Decree No. (M/30) dated 02/06/1424H (corresponding to 

31/07/2003G) and amended by Resolution No. (52) issued by the Council of Ministers on 18/01/1441H 

(corresponding to 17/09/2019G) and amendment thereto. 

- Rules on the Offer of Securities and Continuing Obligations issued by the Board of the Capital Market 

Authority pursuant to Resolution No. (3-123-2017), dated 09/04/1439H (corresponding to 27/12/2017G) 

amended by Resolution of the Board of the Capital Market Authority Number 1-7-2021 Dated 01/06/1442H 

(Corresponding to 13/01/2021G). 

- Listing Rules approved by the Board of the Capital Market Authority pursuant to its Resolution Number 

(3-123-2017 Dated 09/04/1439H (Corresponding to 27/12/2017G) amended by Resolution of the Board of 

the Capital Market Authority (1-22-2021) Dated 12/07/1442H (Corresponding to 24/02/2021G).    

- Procedures and instructions of listed companies whose accumulated losses amounted to 20% or more of 

their capital, issued by the Board of the Capital Market Authority 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 Decision No. 

1-77-2018 dated 05/11/1439H (corresponding to 18/07/2018G). 

- The Company’s Articles of Association. 

 

16 Auditors Report 

- The Company has appointed Ibrahim Ahmed Al-Bassam & co. Certified Public Accountants as an auditor 

to prepare an assurance report to study the reasons for the Capital Reduction and the impact of that reduction 

on the Company’s obligations and shareholders’ equity in order to obtain approval of the Capital Market 

Authority on the Capital Reduction request. 

- Based on Article 144 of the Companies Law issued by Royal Decree No. (M/3) dated 28/01/1437H 

(corresponding to 10/11/2015G) and the amendments thereto, the reduction decision is not issued until after 

reading a report prepared by the auditor about the reasons for the reduction, and the obligations of the 

Company, and the effect of the reduction on these obligations. 

- A copy of the limited assurance report prepared by the Auditor was included in the announcement of the 

invitation to this Extraordinary General Assembly on Tadawul website on **/**/****H (corresponding to 

**/**/****G). 

 

17 Important Information 

The Company called for the Extraordinary General Assembly to reduce the Company's capital on **/**/****H 

(corresponding to **/**/****G). 

Each Shareholder registered in the Company's Shareholders register at the Depository Center at the end of the 

trading session preceding the Extraordinary General Assembly meeting is entitled to attend the Assembly 

meeting. The Extraordinary General Assembly meeting (the first meeting) is valid if attended by Shareholders 

representing at least half of the capital. 

If the quorum necessary to hold the first meeting is not present, the Company will call for a second meeting an 

hour after the end of the period specified for the first meeting, and the second meeting will be valid if 

Shareholders representing at least a quarter of the capital are present. 

If the necessary quorum is not present at the second meeting, the Company will call for a third meeting 21 days 

after the end of the period specified for the second meeting, and the third meeting will be valid regardless of the 

number of Shares represented therein. 
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Decisions of the Extraordinary General Assembly are issued by a two-thirds majority of the Shares represented 

in the meeting, unless the decision is related to an increase or decrease in the capital, or the extension of the 

Company’s term, or the dissolution of the Company before the expiry of the period specified in its Articles of 

Association, or its merger with another Company or organization. The decision is not valid unless it is passed 

by a majority of three quarters of the Shares represented at the meeting. As stipulated in Article 144 of the 

Companies Law, the decision to reduce the capital is not issued until after reading a special report prepared by 

the auditor on the reasons for the reduction, the obligations of the Company, and the effect of the reduction in 

these obligations.  

In the event that the Company’s Shareholders agree to reduce the capital, the reduction decision will be effective 

for all Company Shareholders registered in the Company’s records with the Securities Depository Center 

Company at the end of trading on the second day following the Extraordinary General Assembly. This includes 

the Shareholders who have not attended the Extraordinary General Assembly meeting as well as the 

Shareholders who attended the meeting and did not vote or vote against the decision to reduce the capital. 

The Company must disclose to the public immediately and without delay an independent announcement when 

its accumulated losses reach (20%) or more, and less than (35%) of its capital, provided that the announcement 

includes the amount of accumulated losses and their percentage of the capital and the main reasons that led to 

reaching these losses. Losses, indicating in the announcement that these procedures and instructions will be 

applied to them, and in the event that the required disclosure in accordance with this paragraph coincides with 

the announcement of the interim or annual financial results. The Company is exempted from disclosing a 

separate announcement if it included it in the announcement of the interim or annual financial statements. 

The Company must disclose to the public immediately and without delay an independent announcement when 

its accumulated losses reach (35%) or more and less than (50%) of its capital, provided that the announcement 

includes the amount of accumulated losses and their percentage of the capital and the main reasons that led to 

these losses, with reference in the announcement that it will be applying the procedures and instructions of listed 

companies, whose accumulated losses amounted to (50%) or more of their capital. The Company is exempted 

from disclosing a separate announcement if it included it in the announcement of the interim or annual financial 

statements. 

The Company must disclose to the public immediately and without delay in an independent announcement when 

its accumulated losses reach (50%) or more of its capital, provided that the announcement includes the amount 

of accumulated losses and their percentage of the capital and the main reasons that led to these losses. The 

announcement shall indicate that that the Company will be applying the procedures and instructions of listed 

companies whose accumulated losses amounted to (50%) or more of their capital. The Company is exempted 

from disclosing a separate announcement if it included this information in the announcement of the interim or 

annual financial statements. 

With reference to the announcement of the Capital Market Authority on 02/12/2020G, in which the Capital 

Market Authority clarified Royal Order No. (15016) dated 16/03/1442H regarding the suspension of some 

provisions of the articles of the Companies Law, and a reference to the joint coordination between the Capital 

Market Authority and the Ministry of Commerce, the implication of the Royal Decree regarding listed joint 

stock companies are: 

- As an exception to the provisions of Article (150) of the Companies Law: 

a. Extend the period that the board of directors must invite the extraordinary general assembly as of its 

knowledge that the losses of the joint stock company have reached 50% or more of its capital, to become 

(60) days from the date of the Board of Directors becoming aware of the losses, for a period of two 

years from 01/08/1441H 

b. Extend the period during which the extraordinary general assembly meeting must be held to become 

(180) days from the date on which the board of directors became aware of the losses, for a period of 

(two years) as of 01/08/1441H. 

- Paragraph (2) of Article (150) of the Companies Law shall be suspended for a period of (two years) from 

01/08/1441H, which included that the company shall be deemed terminated by force of law if the 

extraordinary general assembly did not meet within the specified period, or if it met and was unable to issue 

a decision in the matter, or if it decides to increase the capital in accordance with the conditions established 

in this Article, and the subscription for each capital increase has not taken place within (90) days from the 
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issuance of the assembly’s decision to increase the capital. The joint stock companies, when their losses 

reach the amount specified in paragraph (1) of Article (150) of the Companies Law, must disclose the 

developments of their losses on an ongoing basis in accordance with the controls set by the Ministry of 

Commerce and the Capital Market Authority - each in its jurisdiction. 

 

18 Documents Available for Inspection and Appendices  

The Company will make the following documents available to Shareholders for review at the Company’s 

headquarters in Dammam, from the date of approval by the Capital Market Authority on (27/03/1443H) 

Corresponding to (02/11/2021G) until the date of holding the Extraordinary General Assembly on **/**/****H 

(corresponding to **/**/****G) during the official working hours from 8 am to 4 pm: 

- Copy of the Board of Directors' recommendation to reduce the capital 

- Copy of the Capital Market Authority’s announcement of approval of the Capital Reduction request, which 

is published on the websites of the Capital Market Authority and Tadawul 

- Copy of the limited accounting assurance report on the Capital Reduction process - Appendix No (1) 

- Copy of the letter of appointment of the Financial Advisor regarding the Capital Reduction 

- Copy of this Shareholders’ Circular submitted to the Shareholders at the Extraordinary General Assembly 

meeting 

- Proxy form for attending the Extraordinary General Assembly meeting. 
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Appendix (1): Auditor’s Report on Capital Reduction 
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