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Gulf Union Al Ahlia Cooperative Insurance Co. announces the
signing of a binding Merger Agreement with Al Sagr Cooperative

Insurance Co.

Introduction

With reference to the announcement of Gulf Union Al Ahlia
Cooperative Insurance Co. (the “Company” or “Gulf Union Al
Ahlia”) on Tadawul dated on 24/02/1444H (corresponding to
20/09/2022G), regarding signing a Memorandum  of
Understanding with Al Sagr Cooperative Insurance Co. (“Al Sagr”)
to evaluate a potential merger between the two companies (the

UMOUH)

Gulf Union Al Ahlia announces that it has signed a binding merger
agreement with Al Sagr on 30/08/1444H (corresponding to
22/03/2023G) (the “Merger Agreement”) reflecting the agreement
of both share
shall

1.151736928571430 ordinary shares against each issued share in Al

companies to merge through a

swap
transaction, whereby  Gulf Union Al Ahlia issue
Sagr (“Exchange Ratio”), to the benefit of entitled shareholders in Al
Sagr (i.e, shareholders owning the shares issued in Al Sagr
Company on the effective date of the Merger Transaction) as
consideration for the transfer of assets and liabilities of Al Sagr to
Gulf Union and without any cash consideration being paid
(“Merger Transaction” or “Transaction” or “Merger”), all in
accordance with applicable laws, notably the Companies Law
issued by the Ministry of Commerce, the regulations of the Capital
Market Authority (“CMA”), including the Mergers and Acquisitions
Regulations, the Rules on the Offer of Securities and Continuing
Obligations, the Listing Rules, as well as the relevant regulations of

the Saudi Central Bank (“SAMA”).

It should also be noted that the Merger does not involve related
parties, and there will be no change in the business of the two

companies with regard to customers as a result of this
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announcement, and each company will continue to operate
independently and ordinarily until the Merger becomes effective.
It was agreed in the Merger Agreement that after the completion
of the Merger, the number of the merging company's board of

directors will increase from seven (7) members to nine (9), and the

composition of the board will be as follows:

* Five (5) members to be appointed by Gulf Union Al Ahlia,
whether from the current members of the board of directors of
Gulf Union Al Ahlia or otherwise. Among them will be Mr.
Abdulaziz Al-Turki as Chairman of the Board of Directors of the

merging company.

« Four (4) members to be appointed by Al Sagr, whether from the

current members of the board of directors of Al Sagr or otherwise.

According to the Merger Agreement, the two companies have
agreed to appoint Mr. Mesheal Ibrahim AlShayea as chief
executive officer of the merging company, Mr. Abdullah Saeed
AlHareth as general manager of the merged company, and Mr.
Faris Salman AlHabbad as chief financial officer of the merging

company, to be effective as of the effective date of the Merger.

You may find below a summary of the Merger’s main terms:

The Merger

Upon completion of the Merger — after having received the
necessary governmental approvals as detailed below and following
the expiry of the creditor objection period which is the first fifteen
(15) days of the thirty (30) day period -at a minimum- prior to the
date on which the extraordinary general assembly of Al Sagr shall
vote on the merger, or the date on which all creditors’ objections to
the Merger are settled (as applicable) and a favorable vote from the
extraordinary general assembly of both companies — Gulf Union Al

Ahlia shallissue sixteen million one hundred twenty-four thousand
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three hundred seventeen (16,124,317) new ordinary shares at the
nominal value of ten (10) Saudi Riyals each (the “New Shares”) to
the benefit of the entitled shareholders in Al Sagr based on the
Exchange Ratio. Accordingly, the share capital of Gulf Union will be
six hundred twenty million one hundred ninety-two thousand four
hundred fifty (620,192,450) Saudi Riyals, divided into sixty-two
million nineteen thousand two hundred forty-five (62,019,245)
ordinary shares, out of which sixteen million one hundred twenty-
four thousand three hundred and seventeen (16,124,317) ordinary
shares will be allocated to the Al Sagr entitled shareholders,
representing twenty-six (26.00%) of Gulf Union Al Ahlia's share
capital post increase, noting that the New Shares will be issued to

the entitled shareholders in Al Sagr, and that the Al Sagr shares

listed on Tadawul will be subsequently cancelled.

Financial Consideration

The financial consideration for the Merger Transaction consists of
the transfer of Al Sagr’s assets and liabilities to Gulf Union Al Ahlia
for the issuance of the New Shares to the entitled Al Sagr

shareholders, without any cash consideration.

Merger Conditions and Required Approvals

The Merger Transaction requires the following approvals:

(1) The non-objection of the General Authority for
Competition on the Merger or a conditional non-
objection certificate in relation to the Merger on terms

that are acceptable to the two companies;

(2) TheNon-objection of SAMA of the Merger;

(3) Tadawul's approval of the application for listing new
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shares for Gulf Union Al Ahlia;

(4) TheCMAapproval of the requesttoincrease the capital of
Gulf Union Al Ahlia by issuing new shares to the
shareholders of Al Sagr for the purpose of implementing
the Merger, including approval of the publication of the
shareholders’ circular and the offer document, in
accordance with the provisions of the Merger and
Acquisition Regulations and the Rules for the Offering of
Securities and Continuing Obligations issued by the
CMA; and

(5) The approval of the MoC or the CMA (as applicable) in

respect to the proposed amendments to the Gulf Union

Al Ahlia bylaws.

In addition to the foregoing, the Merger Transaction shall require
the favorable votes of the extraordinary general assembly by a
majority representing three quarters of the shares having the right

to vote present or represented at the meeting.

The meeting of the extraordinary general assembly of both
companies will be called after the publication of the offer document
and shareholder circular which will include all the information and
details pertaining to the Merger Transaction and after having

received the required approvals from competent authorities.

The decision to merge shall become effective as of the date of
registering the Al Sagr’s information in Gulf Union Al Ahlia’s register
with the commercial register, in accordance with Article 228 of the

Companies Law.
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The Merger Agreement

The Board of Directors of Gulf Union Al Ahlia and the Board of
Directors of Al Sagr have agreed to conclude the Merger Agreement
setting out the terms under which both companies intend to
complete the Merger Transaction. Full details of the terms and
conditions of the Merger Agreement will be included in the
shareholders’ circular that will be published by the Company. A
copy of the Merger Agreement and other relevant documents will
be made available in due course prior to the extraordinary general

assembly meeting.

Additional Information

Gulf Union Al Ahlia has not received any commitments from any
shareholders stating that they intend to vote in favor of the Merger

Transaction at the extraordinary general assembly meeting.

No arrangements have been made between the two companies or
between either company and a third party for the payment of
compensation in relation to the issuance of the New Shares or the

consummation of the Merger Transaction.

Neither Gulf Union Al Ahlia nor any person acting in agreement
with it has made any obligation or agreement involving a
compensation or option arrangement (formally or informally) that
would be an incentive for any person to hold, deal or refrain from

trading in the shares of Al Sagr.

Termination of the Merger Agreement and Breakup Fee

It was agreed in the Merger Agreement to set a break-up fee
indemnity amount to three million (3,000,000) Saudi Riyals
representing a pre-agreed estimate of the entire costincurred in the

negotiation of the Merger Transaction including legal, financial and
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actuarial assistance and all other expenses incurred by either party

in connection with the Merger.

The break-up fee shall be payable by either company within no
later than five (5) business days following the other company’s first
demand if — after the signing of the Merger Agreement - the Merger
lapses, is withdrawn or the Merger Agreement is terminated in

accordance with the following:

Gulf Union Al Ahlia will be under the obligation to pay the Breakup

Fee in case:

a) The board of directors of Gulf Union Al Ahlia fails to
recommend the Merger to Gulf Union’s shareholders, or if
the board of directors of Gulf Union Al Ahlia withdraws or
materially modifies its recommendation to proceed with
the Merger as reflected in the shareholders’ circular or the

offer document;

b) Gulf Union Al Ahlia fails to take all steps within its power
which are appropriate and necessary to implement the
Merger prior to the expiry of a 9 months’ term from the
date of execution of the Merger Agreement (except for
any steps that Al Sagr has expressly agreed in writing or
stated in writing that Gulf Union need not to take or is not
required to take pursuant to the terms of the Merger

Agreement);

¢) Gulf Union Al Ahlia breaches any of the commitments
imposed by the Merger Agreement for the period
extending from the date of its signature and until the

closing of the Merger Transaction;

d) GulfUnion Al Ahlia causes the offer contained in the Offer

Document or the Shareholders’ Circular, as the case may
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be, to lapse or be withdrawn;

e) Al Sagr decides to terminate the Agreement due to the
occurrence of a material adverse change affecting Gulf

Union Al Ahlia’s business;

Al Sagr will be under the obligation to pay the Breakup Fee in case:

a) The board of directors of Al Sagr fails to recommend the
Merger to Al Sagr Shareholders, or if the board of directors
of Al Sagr withdraws or materially modifies its
recommendation to proceed with the Merger as reflected
in the Al Sagr board circular or recommends to the Al Sagr
Shareholders an offer other than the one reflected in the

offer document;

b) Al Sagr fails to take all steps within its power which are
appropriate and necessary to implement the Merger prior
to the expiry of a 9 months’ term from the date of
execution of the Merger Agreement (except for any steps
that Gulf Union Al Ahlia has expressly agreed in writing or
stated in writing that Al Sagr need not to take or is not

required to take pursuant to the terms of his Agreement);

c) AlSagr breaches any of the commitments imposed by the
Merger Agreement for the period extending from the date
of its signature and until the closing of the Merger

Transaction;

d) AlSagr causes the offer contained in the offer document or
the board circular, as the case may be, to lapse or be

withdrawn;

e) Gulf Union Al Ahlia decides to terminate the Agreement

due to the occurrence of a material adverse change
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affecting Al Sagr’s business;

The Merger Agreement shall terminate upon occurrence of any of

the following:

a) |If any of the conditions precedent (consisting of the
obtainment of regulatory approvals detailed above) are
not fulfilled within a period of 9 months from the date of

execution of the Merger Agreement.
b) by the written agreement of the parties; or

c) by either party if the other party suffers from a material
adverse change event leading to a 15% reduction in its

agreed valuation; or

d) byeither Party following a written notice to the other Party

if:

(i) any applicable law brought into force makes the

Merger illegal or prohibited; or

(if)any judgment, injunction order or decree of any
governmental authority, court or regulatory body
having competent jurisdiction instructs the
Parties to stop the Merger and such judgment,
injunction, order or decree becomes final and

non-appealable.

Upon termination of the Merger Agreement, the parties shall have
no further liability or obligation under the Merger Agreement

except in I’ESPECI of:

a) Payment of the Break-Up Fee; sl pgu; a8 (I
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b) Those provisions of the Merger Agreement expressed to

survive termination of the Merger Agreement;

c) The Parties shall cooperate and work together to
terminate all arrangements entered into, licenses and
approvals issued, and withdraw all pending applications
filed, in respect of the Merger contemplated under the

Merger Agreement.

Important Information

This announcement does not constitute an offer, an invitation to

buy or subscribe to any securities.

The shareholders of Gulf Union Al Ahlia and Al Sagr who reside
outside the Kingdom of Saudi Arabia shall do their utmost to attend
the Extraordinary General Assembly Meeting of Gulf Union Al Ahlia
and Al Sagr, vote remotely, or appoint an agent to attend the
Extraordinary General Assembly Meeting and vote on behalf of

them.

This announcement or any part thereof may not be published or
distributed in or from any jurisdiction other than the Kingdom of

Saudi Arabia.

This announcement is not intended and does not form part of any
offer, invitation or promotion of an offer to buy, acquire, subscribe,
sell, or dispose of any securities under this Merger, this

announcement or otherwise.

Once all relevant regulatory approvals have been obtained, Gulf

Union will issue a shareholders’ circular addressed to its

shareholders in respect of the Merger Transaction, which will
contain full details of the Merger. This is the document that Gulf

Union shareholders must review carefully before making any
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decision in relation to how to vote on the Merger Transaction. Gulf
Union Al Ahlia will concurrently publish an offer document to the
shareholders of Al Sagr which will set out relevant details of the
Merger Transaction. Al Sagr’s board of directors will also issue a
board circular addressed to its shareholders setting out its views in
relation to the Merger Transaction. Both companies will thereafter

call for their respective extraordinary general assemblies to vote on

the Merger Transaction.

Aljazira Capital operating in accordance with the regulations of the
Kingdom of Saudi Arabia and licensed by the CMA, is the exclusive
financial advisor to Gulf Union Al Ahlia in connection with the
Merger Transaction, and does not work for any other party in
connection with the Merger Transaction and shall not be liable for
the protection obtained by Aljazira Capital customers, or for
providing advice regarding the Merger Transaction, or any other
order or arrangement referred to in this announcement to any party

other than the Company.

It should be noted that this announcement may not be considered
as a public offering of shares, including the shares of the merging
entity to be issued for the purpose of the Merger. This
announcement may not be considered as a shareholders’ circular

ora prospectus.

Profits Forecasts

None of the information contained in this announcement may be
regarded as future earnings expectations, nor should it be
considered as a confirmation that the earnings per share of Gulf
Union Al Ahlia and Al Sagr will be equal to or greater than the

earnings per share in the previous financial periods.

Forward-Looking Statements
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This announcement, the information contained therein, statements
relating to the Merger and any other information posted by Gulf
Union Al Ahlia or Al Sagr may be considered “future statements”.
With the exception of statements that are based on historical facts,
all other statements may be considered future statements and are
therefore potentially inherent information, not based on historical
facts but on assumptions, expectations, evaluations, objectives,
estimates and predictions from Gulf Union Al Ahlia and Al Sagr
regarding future events and are therefore subject to risks and
fluctuations, which may result in actual results, performance or
events being significantly different from what was expressly or
implicitly anticipated in such future statements. Future statements
in this announcement relate, inter alia, to the expected impact of
the Merger Agreement on Al Sagr and Gulf Union Al Ahlia, the
expected timeline and scope of the Merger Agreement. As well as
other statements not related to historical facts. These future
statements can generally be identified by the use of future

"oou

keywords such as “plan”,

"oou

estimate”,

" oou

expect ,

" oou

see”, “predict”,

“intend”, “may”, “will”, “should”, “expected”, “likely” and “will” or
negations of these or other vocabulary close or similar in meaning.
Although Gulf Union Al Ahlia and Al Sagr believe that the future
statements contained in this announcement are reasonable, they
cannot provide assurances that these expectations will be metin the
form contained in this announcement, as the nature of future
expectations is usually subject to fluctuations and risks (known or
unknown, expected or unexpected). There are also a number of
factors that may affect the future operations of Gulf Union Al Ahlia,
Al Sagr or the merging entity, which in turn may cause actual results
and developments to differ significantly from what was expressly
or implicitly expected in these future statements. These factors are
the ability of the two companies to meet the terms of the Merger
Agreement, among other factors, including: global and local
economic situation, asset prices, market risks such as fluctuations in
interest rates and exchange rates, market trends, competition,

changes in regulations and laws and changes in government
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and/or regulatory policies and procedures (including changes

in capital and tax requirements), changes in political and
economic stability, disruption of business operations due to
reorganization activities, interest rate, inflation, deflation, currency
fluctuations, and other uncertainties in future acquisitions, sales or
offers, and the inability of Gulf Union Al Ahlia to effectively benefit
from the expected merger benefits when implementing the Merger
(including changes in the employees of Gulf Union), inability of
Gulf Union Al Ahlia to successfully integrate Al Sagr’s operations
and programs upon implementation of the Merger, Gulf Union Al
Ahlia incurring costs and/or unexpected delays (including failure of

IT systems, cybercrime and fraud), or difficulties related to the

Merger when the Merger is complete.

Other unknown or unpredictable factors may affect future
operations and/or cause actual results to differ significantly from
what was expected in future statements and should therefore be
interpreted in the light of these factors. All future statements apply
only as of the date of this announcement. Neither Gulf Union Al
Ahlia, Al Sagr or any of its affiliates, directors, employees or advisors
make any representations, assurances, representations or
warranties regarding the occurrence of any actual or implied

expectation in future representations.

All future representations contained in this announcement have
been made with reservation, as set out in the warning statements
contained in or referred to in this paragraph. Readers should not
rely heavily on future statements. Neither Gulf Union Al Ahlia nor
Al Sagr shall be deemed to be subject to any obligations, and each
will discharge itself of any intention or obligation to update or
revise any future statements, whether as a result of new
information, future events or otherwise, unless such update or

review is required based on their legal or regulatory obligations.
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Saudi publicijointstock foﬁlpany with paid capital 458 949,260 AR
Unified No. 7001532279, SAMA License TMN/9/20079. The Company
is under the Oversight and Supervision of the Saudi Central Bank.

For Inquiries

Gulf Union Al Ahlia Cooperative Insurance Company
Mr. Faris Salman Al Habbad
CFO

Address: Dammam Dammam, South Khalidiya District, Salman Al
Farisi Str., Business Quarter - Q2 Unit (1-2-3),
P.O Box. 5719 Dammam 31432, Kingdom of Saudi Arabia

Kingdom of Saudi Arabia
Phone: +966 138333517

E-mail : FAIHabbad@gulfunion-saudi.com

Aljazira Capital

Mr. Abdullah Ahmed AlRashed AlHumaid

Investment Banking

Address: King Fahad Road, P.O. Box 20438, Riyadh 11455,
Kingdom of Saudi Arabia

Phone: +966 11 225 6082

The Capital Market Authority and the Saudi Exchange take no
responsibility for the contents of this disclosure, make no
representations as to its accuracy or completeness, and expressly
disclaim any liability whatsoever for any loss arising from, or
incurred in reliance upon, any part of this disclosure, and the
Company accepts full responsibility for the accuracy of the
information contained in it and confirms, having made all
reasonable enquiries, that to the best of their knowledge and belief,
there are no otherfacts orinformation the omission of which would

make the disclosure misleading, incomplete or inaccurate.

CR 2050056228, P.O Box 8217 - Dammam 32221 KSA

8495 Salman Alfarsi St. Al Khalidiyah Al Janubiyah Dist

Business Quarter - Q2 Unit (1 - 2 - 3), Ad Dammam 32221 - 3806 KSA,
E-Mail: Headoffice @gulfunion-saudi.com

VAT Number 300524281200003

Tel: 920029926 | Toll Free: 8003040077
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