Board of Directors Resolution No. 453/T/2023
Date 18/05/2023 corresponding to 28/10/1444 AH
Approval of the amendment of the recommendation to
reduce the company's capital and then increase it

In reference to the Board of Directors' resolution issued on
21-08-1444H corresponding to 13-03-2023G and amended on
21-10-1444H corresponding to 11-05-2023G related to the
Board's recommendation to reduce the capital and then
increase it by issuing rights issue, the Board of Directors re-
examined the financial position of the Company based on the
financial results for the first quarter of 2023G, and
accordingly the Board of Directors decided to amend its
recommendation regarding the reduction of the capital and
then increase it by issuing rights issues to become as follows:
The Council's previous recommendation taken on 21-10-
1444 AH corresponding to 11-05-2023 AD
Reducing the company's capital by four hundred eighty-
five million three hundred fifty-four thousand
(485,354,000) Saudi Riyals, so that the capital after the
reduction becomes four hundred and sixty-four million
six hundred and forty-six thousand (464,646,000) Saudi
Riyals divided into forty-six million four hundred and
sixty-four thousand six hundred (46,464,600) ordinary
shares, and then increasing the capital through the
issuance of rights issues worth three hundred million
(300,000,000) Saudi Riyals, so that the capital after the



increase becomes seven hundred and sixty-four million
six hundred and forty-six thousand ( SAR 764,646,000,
divided into seventy-six million four hundred sixty-four
thousand six hundred (76,464,600) shares.
To become the recommendation of the Board after the
amendment

Reducing the company's capital by four hundred eighty-
five million three hundred fifty-three thousand nine
hundred forty Saudi Riyals (485,353,940), so that the
capital after the reduction becomes four hundred and
sixty-four million six hundred forty-six thousand sixty
(464,646,060) Saudi Riyals divided into forty-six million
four hundred sixty-four thousand six hundred six
(46,464,606) ordinary shares, and then increasing the
capital through the offering of rights issues worth three
hundred million (300,000,000) Saudi riyals, so that the
capital after the increase becomes seven hundred and
sixty-four One million six hundred and forty six One
Thousand Sixty (764,646,060) Saudi Riyals, divided into
seventy-six million four hundred sixty-four thousand six
hundred six (76,464,606) shares.

Current

Capital after
increase

Capital after
reduction

Capital

764,646,060

464,646,060

950,000,000

Money
capital

76,464,606

46,464,606

95,000,000

Number of
shares

The recommendation to reduce and then increase the
capital becomes as follows:




In witness whereof, we, the members of the Board of
Directors, have signed.

God bless,
Mr. Hassan bin Asim Eng. Ibrahim bin Yousef Al-
Qabbani Mubarak
Mr. Jameel Abdullah Al- Mr. Khalid Nasser Al-
Mulhim Muammar
Mr. Saleh bin Hassan Al- Mr. George Antonios
Afaleq Abraham

Mr. Abdulmohsen Mohammed Al-Othman
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Shareholders’ Circular

Takween Advanced Industries Company

The Extraordinary General Assembly held on ** /¥*/ 1444 H (corresponding to ** /**/2023G)

To go for the company's capital reduction in the value of four hundred and eighty-five million, three hundred and fifty-three
thousand, nine hundred and forty (485,353,940) Saudi Riyals from nine hundred and fifty million (950,000,000) Saudi Riyals to four
hundred and sixty-four million, six hundred and forty-six thousand and sixty (464,646,060) Saudi Riyals, taking into consideration
the such capital reduction will result in a decrease in the number of shares ninety-five million (95,000,000) ordinary shares to forty-

six million four hundred and sixty-four thousand six hundred and six (46,464,606) ordinary shares.

This Circular is an unofficial English translation of the official Arabic Circular and is provided for information purposes. The Arabic
Circular published on CMA's website (www.cma.org.sa) remains the only official, legally binding version and shall prevail in the

event of any conflict between the two versions

. . : wasatah capital
Financial Advisor . ALl & blg
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Company’s Address

Takween Advanced Industries Company

16" Floor, Al Othman Towers, King Saud Bin
Abdulaziz Road, P.O. Box 2500, Al Khobar 31952
Kingdom of Saudi Arabia

Tel: +966 (13) 8534355

Fax: +966 (13) 8534343

Email: info@takweenai.com:

Website: www.takweenai.com

Financial Advisor's Address

Wasata Capital
Riyadh - Olaya Street, Al-Morouj District

Building No. 7459, Ext. 2207
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el: +966 (11) 4944067

Fax: +966 (11) 4944205

E-mail: info@wasatah.com.sa

Website: www.wasatah.com.sa

Information about the Certified Accountant (Auditor)

Al Kharashi Co. Certified Accountants and Auditors
Riyadh - Al-Takhasosi Street, P.O. Box 8306, Riyadh 11482

Kingdom of Saudi Arabia

Tel: +966 920028229 ol3 J_l.U 0 l__.‘\lUl J_;\.” ‘ {‘

Fax: +966 (11) 4774924 Ugugildyjgealpogyjguulag

E-mail : general@alkharashicaa.com

Website: www.alkharashicaa.com
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® The company has started to practice its on industrial activities on 05/ 05/ 1414 H (corresponding to 21/ 10/ 1993 G) through Al-Othman Factory for Plastic Products,
which was a branch of the establishment owned by Mr. Mohammed Abdullah Zaid Al-Othman. Afterwards, on the date of 06/02/1422 H (corresponding to 30/ 04/
2001 G), the branch of Al-Othman Factory for Plastic Products Corporation was converted into a limited liability company, and the name of the factory was modified in
conjunction with the transformation process to become Al-Othman Company for Plastic Products - with limited liability. On 28/ 12/ 1431 H (corresponding to 04/ 12/
2010 G), the Minister of Commerce has issued its resolution No. (L / 391) by which it announced the transformation of the company from a limited liability company
to a closed joint stock company under the name of Takween Advanced Industries Company, registered with Chamber of Commerce under Commercial Registration No.

(2051044381) dated 09/ 01/ 1432 H (corresponding to 15/ 12/ 2010 G) issued in Al-Khobar city. on 15/ 03/ 1433 H (corresponding to 07/ 02/ 2012 G), the company

has listed thirty percent (30% ) of its own shares on Tadawul.

® The company's headquarter is located in Al-Khobar, King Saud bin Abdulaziz Road, P.O. Box 2500 - Al Khobar 31952 - Kingdom of Saudi Arabia.

®  (ContactInformation
Sarah Abdullah bin Saad Alajaji
Tel: +966 (13) 8534337

Fax: +966 (13) 8534343

Email: salajaji@takweenai.com

Website: www.takweenai.com
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The company’s capital for the time being amounts nine hundred and fifty million (950,000,000) Saudi Riyals, divided into the number of ninety-five million (95,000,000)

ordinary shares, with a nominal value of ten (10) Saudi Riyals per share, paid in full. Find herein below the development of the capital since the incorporation of the company:

05/05/1414 H The company has launched its own industrial activity through Al-Othman Factory for Plastic Products, which was a branch of the
(corresponding to 21/10/  establishment owned by Mr. Mohammed Abdullah Zaid Al-Othman. The then capital of the factory amounted to one million (1,000,000)
1993 G) Saudi Riyals.
06/02/1422H
. The branch of Al-Othman Factory for Plastic Products has been transformed into a limited liability company with a capital of thirty-two
(corresponding to 30/ 04/ ;. o
million (32,000,000) Saudi Riyals.
2001 G)
The Minister of Commerce has issued its resolution No. (L / 391) by which he announced the transformation of the company from a limited
28/12/1431H liability company to a closed joint stock company under the name of Takween Advanced Industries Company in accordance with
(corresponding to 04/12/  Commercial Registration No. (2051044381) and the date of 09/ 01/ 1432 H (corresponding to 15/ 12/ 2010 G) issued by the city of Al-
2010 G) Khobar, and the company’s capital at that time was ninety-seven million five hundred and thirty-nine thousand Saudi Riyals (SR.
97,539,000).
01/02/ 1432 H The Extraordinary General Assembly of the company's shareholders approved raising the capital to three hundred million Saudi Riyals (SR.
300,000,000). The value of the increase was covered by the way of capitalizing two hundred two million, four hundred and sixty-one
(corresponding to 05/ 01/ ) . ]
2011 6) thousand (202,461,000) Saudi Riyals from the shareholder's contribution account, statutory reserve and retained earnings as of 21/ 10/
1431 H (corresponding to 30/ 09/ 2010 G).
15/03/1433 H
The Company has listed thirty million (30,000,000) ordinary shares of its shares on Tadawul. After getting and receiving the necessary
(corresponding to 07/ 02/
2012.6) regulatory approvals from the Authority, 30% of the shares were offered for public subscription by the public. 5
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27/05/1434H The Extraordinary General Assembly of the company’s shareholders has approved to increase the capital to three hundred and fifty million
(corresponding to 08/04/  (350,000,000) Saudi Riyals. The value of the increase was covered by the way of capitalizing fifty million (50,000,000) Saudi Riyals from the
2013 G) retained earnings account as of 18/ 02/ 1434 H (corresponding to 31/ 12/ 2012 G).
20/12/ 1437 H The Extraordinary General Assembly of the company's shareholders has approved to increase the capital to nine hundred and fifty million

(corresponding to 21/09/  (950,000,000) Saudi Riyals. The value of the increase was covered by the way of issuing priority rights shares with a value of six hundred
2016 G) million (600,000,000) Saudi Riyals.

The company has announced - through the Saudi Tadawul website (Tadawul Saudi Arabia) - the recommendation of its board of directors to

go for the company’s capital reduction from the amount of nine hundred and fifty million (950,000,000) Saudi Riyals to four hundred and

21/ 08{ 1444 H ninety million, four hundred and three thousand (490,403,000) Saudi Riyals by canceling forty-five million, nine hundred and fifty-nine One
(corresponding to 13/03/ thousand seven hundred (45,959,700) shares of the issued shares of the company, and then the company’s capital increase after the
20236) reduction through offering priority rights shares at a value of three hundred million (300,000,000) Saudi Riyals, which shall lead the capital

after the increase reaches an amount of seven hundred and ninety million four hundred and three thousand (790,403,000) Saudi Riyals.
The company has announced - through Tadawul Saudi Arabia (Tadawul Saudi Arabia) - to amend the recommendation of its Board of
Directors to go for the company’s capital reduction from an amount of nine hundred and fifty million (950,000,000) Saudi Riyals to an
21/10/ 1444 H amount of four hundred and sixty-four million, six hundred and forty-six thousand (464,646,000) Saudi Riyals by canceling forty-eight

(corresponding to 05/11/  million Five hundred and thirty-five thousand four hundred (48,535,400) shares of the company's issued shares, while maintaining the
2023 G) previous recommendation related to the company's capital increasing by the way of issuing priority rights shares at a value of three hundred
million (300,000,000) Saudi Riyals, as it is without change. The company’s capital, after the increase, becomes seven hundred and sixty-four

million, six hundred and forty-six thousand (764,646,000) Saudi Riyals.




Background of the Company OU_J g5

Takween

The company announced through Tadawul Saudi Arabia (Tadawul Saudi Arabia) to amend the recommendation of its board of directors to
go for the company's capital reduction from nine hundred and fifty million (950,000,000) Saudi Riyals to four hundred and sixty-four
28/10/ 1444 H million, six hundred and forty-six thousand and sixty (464,646,060) Saudi Riyals by the way of canceling forty-eight million five hundred and
(corresponding to 18/05/  thirty-five thousand three hundred and ninety-four (48,535,394) shares of the company's issued shares, while maintaining the previous
2023 G) recommendation related to increasing the company's capital by the way of issuing priority rights shares at a value of three hundred million
(300,000,000) Saudi Riyals as it is without change. The company's capital, after the increase, becomes seven hundred and sixty-four million

six hundred and forty-six thousand and sixty Saudi Riyals (SR. 764,646,060).

The Capital Market Authority agreed to go for the company's capital reduction from Nine Hundred And Fifty Million (950,000,000) Saudi

17 /11/ 1444 H Riyals to Four Hundred And Sixty-four Million, Six Hundred And Forty-six Thousand and sixty (464,646,060) Saudi Riyals by the way of

(corresponding to 06 /06/  canceling forty-eight million, five hundred and thirty-five thousand, three hundred and ninety-four (48,535,394) shares of the company's

2023 G) issued shares, and this approval has been announced on the website of the Capital Market Authority and the website of the Saudi Tadawul
Company (Saudi Tadawul).

The company’s Extraordinary General Assembly agreed to go for the company's capital reduction from nine hundred and fifty million

*E ¥/ 1444 H (950,000,000) Saudi Riyals to four hundred and sixty-four million, six hundred and forty-six thousand and sixty (464,646,060) Saudi Riyals

(corresponding to ** /#*/ by the way of canceling forty-eight million, five hundred and thirty-five thousand, three hundred and ninety-four (48,535,394) A share of the

2023 G) company's issued shares, and this approval has been announced on the website of the Capital Market Authority and the website of the Saudi
Tadawul Company (Saudi Tadawul).
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Nationali
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Date of

Membership

0.

Takween

Shareholding

| Direct

Percentage

| Indirect

| Percentage

Mr. Abdulmohsen bin Mohammed Chairman of Board of Non-
. , saudi  21/01/2023G 5711457  6.01206% - ;
Al-Othman Directors executive
Mr. Saleh bin Hassan Al-Afaliq Vice-Chairman of the Board  Independent Saudi 21/01/2023 G 0 0% - -
Non-
Mr. George El Khoury Abraham Member ) Australian  21/01/2023 G 1,166 0.0012274% - -
executive
Non-
Mr. Jameel bin Abdullah Al Molhem Member ) Saudi 21/01/2023 G 2,500 0.0026316% - -
executive
Mr. Khalid bin Nasser Al-Muammar Member Independent Saudi 21/01/2023 G 1,000 0.0010526% - -
Mr. Hassan Essam Qabbani Member Independent Saudi 21/01/2023 G 0 0% - -
Non-
Mr. Ibrahim bin Yousef Al-Mubarak Member ‘ Saudi 21/01/2023 G 0 0% - -
executive

Source: The Company

*The (Ordinary) General Assembly, in its meeting held on 11/06/ 1444 H (corresponding to 04/ 01/ 2023 G), approved the election of the members of the Board of Directors from among the candidates for the next session that begins on 01/21/2023 AD for a period

of 3 years ending on 20/ 02/ 2026 G.

** Represents stock ownership prior to the process of capital reduction.

It was recommended by the above-mentioned members on 28/ 10/ 1444 H (corresponding to 18/ 05/ 2023G) to go for the company's capital reduction from (950,000,000) Saudi Riyals to (464,646,060) Saudi Riyals by canceling (48,535,394) shares of the

issued shares, and from Then the company’s capital increase after the reduction through issuing priority rights shares at a value of (300,000,000) Saudi Riyals, so that the capital after the increase becomes (764,646,060) Saudi Riyals.

8
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Academic Qualification Nationality Date of Appointment

Mr. Majed Mazen Nofal Chief Executive Officer Bachelor's degree in Accounting Jordanian 09/01/2023 G
Mr. Mohammed Mansour Acting Chief Financial Officer Bachelor's degree in Banking & Finance Jordanian 01/08/2022G

Director of Investor Relations & Bachelor of Commerce and Business
Mr. Ahmed Ali Al-Zayyat Egyptian 05/01/2013 G

Sustainability - Governance Consultant Administration

Mr. Khaled Abdul Majeed Al-

Head of the Human Resources Executive Diploma in Management Saudi 01/08/2021G
Debaikal
Mr. Mohammed Faeq Mustafa Internal Auditing Manager Master of Business Administration Jordanian 04/01/2013 G
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) Accumulated The accumulated
Net profit (loss) e . .
losses losses’ ration to The reason for the increase / decrease in accumulated losses

(SRs 000) the capital

Period

(SRs 000)

Increase in the net loss - during the current period compared to the net loss during the
same period of the previous year - is due to the increase in general and administrative
2016 (62,093) (17,981) 1.89% expenses, financing expenses, and the emergence of revaluation losses in foreign
currencies, especially the Egyptian pound, despite the decrease in selling and distribution

expenses and research and development expenses.

Increase in the net loss is due to the decrease in sales’ volume, the increase in the cost of

sales due to the increase in the prices of raw materials, as well as the increase in selling and

2017 (168,235) (186,216) 19.60% ‘ ’ - o , ,
marketing expenses due to the formation of additional provisions, despite the decrease in
financing expenses and the decrease in general and administrative expenses.

Main reasons for these losses are due to the decrease in sales volume and the increase in

2018 (39,730) (216,977) 22.84%
the prices of raw materials.

The main reasons for the increase in losses are due to the decrease in sales, the increase in

2019 (96,717) (313,694) 33.02% S ‘ R
general and administrative expenses, and the increase in financing expenses.

The main reasons for these losses are lower sales and other revenues. It is worth noting

2020 (6,013) (319,707) 33.65% that the decrease in sales is a decrease in revenue, not in quantity, due to the decrease in

selling prices associated with the decrease in the prices of raw materials.

10
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) Accumulated
Net profit (loss)

losses
(SRs 000)

(SRs 000)

The accumulated

losses’ ration to

the capital

31.65%

Takween

The reason for the increase / decrease in accumulated losses

The increase in the net profit - during the current year compared to the net loss during the
previous year - is due to the increase in other revenues including net capital gains resulting
from the sale of shares in a sister company, the increase in the company’s share in the profits
of the subsidiary company, the increase in sales and the decrease in financing expenses
despite the increase in the cost of Sales, increase in the overall and administrative expenses,

and increase in the sale and marketing costs and expenses.

48.38%

The increase in the net loss is due to writing off the value of machinery, equipment and molds
at a value of (50.4) million Saudi Riyals due to the impairment of their value according to
International Standard No. 36, the increase in the cost of sales due to the increase in raw
material prices, the increase in selling and marketing expenses, the increase in financing
expenses due to the increase in interest rates and the increase in net losses from companies
associate despite the increase in sales revenue and decrease in the overall and administrative

costs and expenses.

2021 19,026 (300,681)
2022 (158,916) (459,597)
/2023

(25,757) (485,354)
31/03

51.09%

The decrease in the net loss for the current quarter compared to the net loss during the
previous quarter is due to the decrease in the cost of sales’ revenue, the decrease in the overall
and administrative expenses, the decrease in the sale and marketing costs and expenditure,
the decrease in the provision for impairment of machinery and equipment and the decrease in
the provision for zakat despite the decrease in revenues, the decrease in other revenues, the

increase in financing expenses and the increase in net losses from associate companies

11
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®  That the company continues and keeps on the development of the administrative, organizational and operational structure in order to ensure the
achievement of the company’s objectives and future plan, and continues to bring in the qualified administrative and operational competencies with

experience in manufacturing, marketing and development, which contributes effectively to achieving the company's strategic plans.

®  Tofocus on reducing the operational and administrative costs by the way of relying on advanced technical solutions in factories and support departments,
and automating operational and financial reports, which contribute to the development of the industrial process to create added value and a higher profit

margin.

= That the company works for increasing the amount of production and make long-term contracts to ensure the availability of raw materials within the
appropriate prices to achieve the highest rates of profitability. The company is also developing supply processes to achieve higher efficiency and reduce

costs.

®  To develop sales’ plans and policies in order to shed the focus on producing products with the highest demand and profitability, as building high
inventories and large allocations is avoided, which contributes significantly to accelerating the capital cycle and the flow of liquidity within the company,
enhanced with and supported by strict credit policies which limit the debts outstanding from customers in order to to strengthen the company's financial

position .

®  Toappointan international consultant specialized in the field of analyzing, studying and developing well-studied strategic plans in order to be appropriate
for the local and foreign markets as per the policies and plans which keep pace with the Kingdom’s vision 2030. These studies shall focus on the best
strategic investments in several areas to build an economic plan for the company that achieves and ensures its continuity in achieving the highest possible

profit margin.
12
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The figure below shows the parties involved in the process of capital reduction:

The Extraordinary General

Assembly

Voting of the shareholders of the

company

}

Legal Approval

A

Ugiglaygoaljoggulan report

Ohwqwlml § _ Preparing the accounting process of capital reduction

Financial Advisor

wasatah capital
dlwls a bluwg 1
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®  The current capital for the company amounts nine hundred and fifty million Saudi Riyals (SR. 950,000,000), divided into ninety-five million (95,000,000)

ordinary shares, with a nominal value of ten (10) Saudi Riyals per share, paid in full.

The company’s capital will be subject to reduction to four hundred and sixty-four million six hundred and forty-six thousand and sixty Saudi Riyals
(464,646,060) divided into forty-six million four hundred and sixty-four thousand six hundred and six (46,464,606) ordinary shares with a nominal value of
ten (10) Saudi Riyals per share.

The percentage of capital reduction is (51.09%), and the process of the capital reduction will be applied by the way of canceling forty-eight million, five
hundred and thirty-five thousand, three hundred and ninety-four (48,535,394) shares, i.e. at the rate of canceling (1) share for every (1,957) shares, in order

to amortize the percentage of (99.99%) ) of the total accumulated losses.

The company will put any share fractions (if any) together in one single portfolio, which will result from the process of capital reduction, and then sell them in
the market at the prevailing price at the time, and then the proceeds of selling them will be distributed to the company’s shareholders, each according to his
ownership within a time period of thirty (30) days from the date of approval. Shareholders in the Extraordinary General Assembly to go for the company's

capital reduction.

The date of the financial statements on which it was relied for the purposes of capital: the financial statements for the time period ending on March 31,
2023G.

14
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The company's management worked to develop a strategy to improve the current situation and support the future growth and financial performance of the
company, and reached a resolution in order to restructure the company's capital by the way of starting the process of the capital reduction to amortize the total

accumulated losses approximately, then going for the company's capital increasing.

The accumulated losses reduction is considered to be one of the most important resolutions in light of the circumstances through which the company is going, and

the company is working to correct its own situations in order to stop the losses and achieve earnings and profits.

On 21/ 08/ 1444 H (corresponding to 13/ 03/ 2023 G) the company announced through the Saudi Tadawul website (Tadawul Saudi Arabia) the recommendation
of its own board of directors to go for the company's capital reduction from nine hundred and fifty million (950,000,000) Saudi Riyals divided into ninety-five
million ( 95,000,000) ordinary shares, so that the company’s new capital becomes four hundred and ninety million, four hundred and three thousand
(490,403,000) Saudi Riyals, divided into forty-nine million and forty thousand three hundred (49,040,300) ordinary shares. With a reduction rate of (48.38%), and
then increasing the company’s capital after the reduction with a percentage of (61.17%) by the way of issuing priority rights shares at a value of three hundred
million (300,000,000) Saudi Riyals, so that the capital after the increase becomes seven hundred and ninety million, four hundred and three thousand Saudi Riyals
(SR 790,403,000).

As well, the company has - later on - announced to amend such recommendation to go for the company's capital reduction from an amount of nine hundred and
fifty million (950,000,000) Saudi Riyals divided into ninety-five million (95,000,000) ordinary shares, so that the company's new capital becomes four hundred and
sixty-four million, six hundred and forty-six thousand (464,646,000) Saudi Riyals Divided into forty-six million four hundred and sixty-four thousand six hundred
(46,464,600) ordinary shares. With a reduction rate of (51.09%), and then increasing the company’s capital after the reduction by the percentage of (64.57%) by
the way of issuing priority rights shares at a value of three hundred million (300,000,000) Saudi Riyals, so that the capital after the increase shall reach an amount

of seven hundred and sixty-four million six hundred and forty-six thousand Saudi Riyals (764,646,000).

15
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Also, the company has - later on - announced to amend such recommendation to go for the company's capital reduction from nine hundred and fifty million
(950,000,000) Saudi Riyals divided into ninety-five million (95,000,000) ordinary shares, so that the company’s new capital becomes four hundred and sixty-four
million, six hundred and forty-six thousand and sixty (464,646,060) Saudi Riyals divided into forty-six million four hundred and sixty-four thousand six hundred
and six (46,464,606) ordinary shares. With a reduction rate of (51.09%), and then increasing the company’s capital after the reduction by (64.57%) by the way of
issuing priority rights shares at a value of three hundred million (300,000,000) Saudi Riyals, so that the capital after the increase shall become an amount of seven

hundred and sixty-four million six hundred and forty-six thousand and sixty ( 764,646,060) Saudi Riyals

L The company has got and received the Capital Market Authority’s approval to the company’s request to go for its capital reduction on 17 /11/ 1444 H
(corresponding to 06 /06/ 2023 G). This approval was announced on the website of the Capital Market Authority and the Saudi Tadawul website (Saudi
Tadawul ) on 17 /11/ 1444 H (corresponding to 06 /06/ 2023 G).

Q The company called for this Extraordinary General Assembly and announced it on the Saudi Tadawul website (Saudi Tadawul) on ** /**/ 1444 H

(corresponding to ** /**/ 2023 G), and a copy of this offer was included in such said announcement.
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The company has appointed Al Kharashi Co. Certified Accountants and Auditors as a certified accountant (Auditor) in order to prepare the
accounting report for the process of capital reduction, through which the reduction mechanism and its expected impact on the company's

obligations were stated and made clear.

There will not any effect of the process of capital reduction on the company's liabilities as provided for in the report of the Certified Accountant’s

attached here to
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The company's accumulated losses amounted to four hundred and eighty-five million, three hundred and fifty-three thousand, nine hundred and forty-seven Saudi
Riyals (SR. 485,353,947). As of March 31, 2023 G, the capital reduction of four hundred and eighty-five million, three hundred and fifty-three thousand, nine hundred
and forty Saudi Riyals (SR. 485,353,940) will Amortize (99.99%) of the total accumulated losses.

The impact on shareholders' equity will be based on the financial statements for the period ending on March 31,2023 G:

Shareholders' rights as of March 31, Prior to the process of Capital
After the Capital Reduction
2023 Reduction
(SR. 000
Capita| 950,000 464,646 (485,354)
Accumulated Losses (485,354) (0) 485,354
Other reserves (63,106) (63,106) 0

Total Shareholders’ Equity 401,540 401,540

Source: The attached Certified Accountant's report, and the financial statements as of March 31,2023 G.
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u The company intends to reduce its capital by four hundred and eighty-five million, three hundred and fifty-three thousand, nine hundred and forty (485,353,940) Saudi Riyals from nine hundred and fifty
million (950,000,000) Saudi Riyals by the way of canceling forty-eight million, five hundred and thirty-five thousand, three hundred and ninety-four (48,535,394) shares of the issued shares The company
at the rate of canceling (1) share for every (1.957) shares.

The company will collect any share fractions (if any) in one portfolio, which will result from the process of capital reduction, and then sell them in the market at the prevailing price at the time, and then the
proceeds of selling them will be distributed to the company’s shareholders, each according to his ownership within (30) thirty days from the date of approval. Shareholders in the Extraordinary General

Assembly to go for the company's capital reduction.

Reducing the company's capital will not affect the market value of the company's shareholders' portfolios, as shown below for a shareholder who owns 1,000 shares of the company's shares in his portfolio

Item (estimated) With the process of capital reduction Without the process of capital reduction
Shares held prior to the capital reduction 1000 1000
Share price prior to the capital reduction (closing 17/05/2023 G) 10.12 Saudi Riyals 10.12 Saudi Riyals
Canceled shares 511 Not applicable
Shares held post the capital -reduction 489 Not applicable
Share price post the capital reduction (estimated) 20.69 Saudi Riyals Not applicable
Market value of the shares prior reduction (estimated) 10.120.00 Saudi Riyals 10.120.00 Saudi Riyals
Market value of the shares post reduction (estimated) 10.117.91 Saudi Riyals Not applicable
Compensation value resulting from fractional shares (estimated) 2.09 Saudi Riyals Not applicable

* The offer will be updated to shareholders by the way of adding the closing price of the share on the day of the Extraordinary General Assembly.
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u It should be noted that the shareholder who owns two of the company's shares in his portfolio will have his shares canceled and compensated. The following table
shows the impact on the shareholder who owns up to 10 shares. :
Item (estimated)
Shares held prior to the reduction 1 5 3 4 5 6 5 8 9 10
Share price prior to the reduction (closing 17/ 05/ 2023
G)* 1012 1012 1012 1012 1012 1012 1012 1012 1012 1012
Cancelled shares 1 2 > 3 3 4 4 5 5 6
Shares held post the reduction 0 0 1 1 > 2 3 3 4 4
Number of fractions of shares outstanding (estimated) 0.49 0.98 0.47 0.96 0.45 0.93 0.42 0.91 0.40 0.89
Share price post the reduction (estimated) 20.69 20.69 20.69 20.69 20.69 20.69 20.69 20.69 20.69 20.69
Market value of shares prior to the reduction (estimated) 1012 2024 3036 40.48 50.60 60.72 70.84 80.96 91.08 101.20
Market value of shares post the reduction (estimated) 0.00 0.00 20.69 50.69 4138 4138 6207 62.07 8276 8276
Compensation value resulting from fractional shares
(estimated) 10.12 20.24 9.67 19.79 9.22 19.34 8.77 18.89 8.32 18.44
* The offer will be updated to shareholders by the way of adding the closing price of the share on the day of the Extraordinary General Assembly.
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®  The share price prior to the reduction was considered to represent the closing price of the share of Takween Advanced Industries Company on 17/ 05/

2023 G, amounting (SR.10.12) Saudi Riyals. The following table shows how to calculate the share price after the capital reduction.

(a) The Share price prior to the reduction (closing 17/ 05/ 2023 G)* 10.12 Saudi Riyals

(b) The number of shares prior to the reduction 95,000,000

(c) The market value of the company’s shares prior to the reduction = (a) * (b) 961,400,000 Saudi Riyals
(d) The number of shares post the reduction 46,464,606

The market value of the company’s shares post the reduction = (c) + (d) 20.69 Saudi Riyals

* The offer will be updated to shareholders by the way of adding the closing price of the share on the day of the Extraordinary General

Assembly.
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®  Risks related to the fluctuation of the share price in the market and the impact of compensation for fractional shares (if any):

The company's share price may be subject to a high degree of volatility and instability due to several factors including market conditions related to the shares,
regulatory changes in the sector, and the entry of new competing companies. In the event of a decrease in the market price of the share after the process of capital
reduction, the shareholders will lose the value of their investment in the company's shares. In addition, the effect on the value of fractional shares compensation is

similar to the effect of fluctuation in the company's share price, as these fractions will be sold at the prevailing market price at the time.

u The risks related to holding two shares or less::

Should the shareholder owns two shares or less, all his shares will be canceled and thus compensated for by the fractional shares that will be sold at the time. It is
noteworthy that company’s share will be suspended from trading for two working days following the day of approval of the extraordinary general assembly

provided that the securities depository center (Edaa) applies the reduction to the shareholders’ investment portfolios, based on Article N°. 36 and sub-paragraph C-

6 of the Listing Rules (for more details, refer to page No. 18 titled “Capital Reduction Effect on the Company’s Shareholders’ Equity”).
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Date Event

Announcing the Board of Directors’ recommendation to go for the capital reduction from nine hundred and fifty million (950,000,000) Saudi Riyals to four hundred

21/ 08/ 1444 H (corresponding to 13/ 03/ 2023 G) ] o o
and ninety million, four hundred and three thousand Saudi Riyals (490,403,000)

21/ 08/ 1444 H (corresponding to 13/ 03/ 2023 G) Announcing the appointment of the financial Advisor for the process of reducing the company's capital.

) Announcing the amendment of the Board of Directors’ recommendation to go for the capital reduction from nine hundred and fifty million (950,000,000) Saudi
21/10/ 1444 H (corresponding to 11/ 05/ 2023 G) ) ) o ) o
Riyals to four hundred and sixty-four million, six hundred and forty-six thousand (464,646,000) Saudi Riyals

) Announcing the amendment of the Board of Directors’ recommendation to go for the capital reduction from nine hundred and fifty million (950,000,000) Saudi
28/10/ 1444 H (corresponding to 18/ 05/ 2023 G) ) ) o ) ) o
Riyals to four hundred and sixty-four million, six hundred and forty-six thousand and sixty (464,646,060) Saudi Riyals

28/10/ 1444 H (corresponding to 18/ 05/ 2023 G) Submitting a request to go for the company's capital reduction to the Capital Market Authority.

) The approval of the Capital Market Authority on the request to go for the company's capital reduction, and this approval has been announced on the website of the
17 /11/ 1444 H (corresponding to 06 /06/ 2023 G) ) ) ) ) ]
Capital Market Authority and the website of the Saudi Tadawul Company (Saudi Tadawul).

) Calling for this Extraordinary General Assembly and announcing it on the Saudi Tadawul website (Saudi Tadawul), and a copy of this offer was included in the
** /¥%/ 1444 H (corresponding to ** /**/ 2023 G)
announcement.

¥k /3%/ 1444 H (corresponding to ¥* /¥¥/ 2023 G) The beginning of electronic voting on the items of the Extraordinary General Assembly meeting, which include capital reduction (first meeting).

The convening of the Extraordinary General Assembly that includes a capital reduction (the first meeting). In the event that the required quorum for the second
** [*%/ 1444 H (corresponding to ** /*¥/ 2023 G)
meeting is not met, the third meeting will be held twenty one (21) days after the end of the period specified for the second meeting.

** /¥%/ 1444 H (corresponding to ** /**/ 2023 G) Announcing the results of the Extraordinary General Assembly meeting.

Deposit of amounts returned (if any) from the sale of fractional shares resulting from the reduction of the company's capital will be announced in the accounts of the eligible shareholders. This is within thirty (30) days from the

date of the shareholders” approval in the Extraordinary General Assembly to go for the company's capital reduction. 23
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® Capital reduction procedures:
The process of capital reduction shall be subject to the following procedures:
* Recommendation of the company's board of directors to go for the capital reduction.
*  Appointing a financial Advisor for the process of capital reduction.
* Appointing a Certified Accountant to prepare the accounting report for the process of capital reduction.
*  Preparing and submitting a capital reduction request to the Capital Market Authority in accordance with the terms of Article 76 of the Rules
on the Offer of Securities and Continuing Obligations, which are related to the conditions and requirements related to reducing the issuer’s
capital.
Approval of the Capital Market Authority on the request to go for the company's capital reduction.
*  Submitting a notice to the Saudi Tadawul Company (Saudi Tadawul) in the form contained in Appendix (5) of the Listing Rules.
* The approval of the Extraordinary General Assembly to go for the company's capital reduction.
®  Declaration of Board of Directors :
The members of the Board of Directors of the company confirm to the best of their knowledge and belief that reducing the company's capital is in the
interest of the company and the shareholders.
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®  The company has got the approval of the Capital Market Authority on 17 /11 / 1444 H (corresponding to 06 /06/ 2023 G) to reduce the company’s
capital from nine hundred and fifty million (950,000,000) Saudi Riyals to four hundred and sixty-four million, six hundred and forty six thousand and
sixty Saudi Riyals (464,646,060) ) by the way of canceling forty eight million five hundred and thirty-five thousand three hundred and ninety-four
(48,535,394) shares of the company’s issued shares, which represents a percentage of 51.09% of the capital, and this approval was announced on the
website of the Capital Market Authority and the website of the Saudi Tadawul Company ( Saudi Tadawul) on 17 /11 / 1444 H (corresponding to /06

06/ 2023 G).

u The process of capital reduction requires the approval of the shareholders, and the shareholders should know that if their approval has not been gotten

for this process of the capital reduction, the process of capital reduction will not take place.

= Should the shareholders” approval of the process of capital reduction has been gotten, the company will continue the capital reduction procedures and

address the Ministry of Commerce to get its approval to amend the company’s articles of association and commercial register.

= Other than what was mentioned above, there are no other regulatory approvals that the company is required to get to complete the process of capital
reduction.
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Companies' Law issued by the Royal Decree No. (D/ 132) dated 12/ 01/ 1443 H (corresponding to 30/ 06/ 2022 G).
®  The Capital Market Law issued by the Royal Decree No. (D/ 30) dated 06/ 02/ 1424 H (corresponding to 31/ 07/ 2003 G) and its amendments.

u The Rules for Offering Securities and Continuing Obligations issued by the Board of the Capital Market Authority pursuant to the Resolution No. 3 - 123
- 2017 dated 09/ 04/ 1439 H (corresponding to 27/ 12/ 2017G) and amended by the Board of the Capital Market Authority Resolution No. 8-5-2023

dated 25/ 06/ 1444 H (corresponding to 18/ 01/ 2023 G).

®  Listing rules approved by the Board of the Capital Market Authority resolution No. 3-123-2017 dated 09/ 04/ 1439 H (corresponding to 27/ 12/ 2017
G), and amended by the resolution No. 1-108-2022 dated 23/ 03/ 1444 H ( Corresponding to 19/ 10/ 2022 G) and any amendments thereto issued by

the Board of the Capital Market Authority

®  The company’s Bylaw.

®  The Procedures and instructions for the companies whose shares are listed on the main market and whose accumulated losses amounted to (20%) or
more of its capital, issued by the Board of the Capital Market Authority pursuant to resolution No. 4-48-2013 dated 15/ 01/ 1435 H (corresponding to

18/11/2013 G). Based on the Capital Market Law issued by Royal Decree No. (D / 30) dated 02/ 06/ 1424 H, and amended by the Resolution No. 8 - 5-

2023 dated 25/ 06/ 1444 H (corresponding to 18/ 01/ 2023 G) issued by the Capital Market Authority Board.
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The company has appointed Al Kharashi Co. Certified Accountants and Auditors in order to prepare a limited examination report to study the causes
and reasons justifying reducing the capital and the impact of that reduction on the company’s obligations and shareholders’ rights in order to get and

receive the approval of the Capital Market Authority for the request to go for the capital reduction.

. Recitation of the Certified Accountant’s report, based on Article 134 of the Companies Law issued by Royal Decree No. (D/ 132) dated 01/ 12/1443 H
(corresponding to 30/ 06/ 2022 G), the reduction resolution is not issued until after reading a special report prepared by an auditor Accounts for the

reasons for it, the liabilities of the company, and the impact of the reduction in these liabilities.

A copy of the limited examination report prepared by the Certified Accountant was included in the announcement of the call for this Extraordinary

General Assembly on the Saudi Tadawul website (Saudi Tadawul) on ** /** /1444 H (corresponding to ** /**/2023 G).




Important Information OU_JQA_J

Takween

®  With reference to the procedures and instructions for companies whose shares are listed in the main market and whose accumulated losses amounted to (20%) or more of
its capital, issued by the Board of the Capital Market Authority pursuant to Resolution No. 4-48-2013 dated 15/ 01/ 1435 H (corresponding to 18/ 11/ 2013 G). Based on
the Capital Market Law issued by Royal Decree No. (D / 30) dated 02/ 06/ 1424 H, and amended by the Capital Market Authority Board Resolution No. 8 - 5-2023 dated
25/06/ 1444 H (corresponding to 18/01/2023 G),

. Based on the Companies’ Law issued by the Ministry of Commerce in 2022 G corresponding to 1443 H, in particular the Article No. (132) of the Companies' Law, that if the
losses of the joint-stock company amounted to (half) the issued capital, the Board of Directors must disclose that and the recommendations it reached regarding those losses
within (sixty) days from the date of his knowledge of their reaching this amount, and to invite the Extraordinary General Assembly to convene within (one hundred and

eighty) days from the date of knowledge of this to consider the continuation of the company while taking any of the necessary measures to address or resolve these losses.

®  The company must immediately and without delay disclose to the public an independent announcement upon reaching its accumulated losses (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 with an indication in the announcement that these procedures and instructions will be applied to them, and in the event that the disclosure
required 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 itincludes it in the announcement of the interim or annual financial results.

®  The company mustimmediately and without delay disclose to the public, through a separate 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
reaching these losses. Losses with an indication in the announcement that these procedures and instructions will be applied to them, and in the event that the disclosure
required 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 itincludes it in the announcement of the interim or annual financial results.
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The company must immediately and without delay disclose to the public a separate 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,
with reference in the announcement that The procedures and instructions of the companies whose shares are listed in the Saudi Stock Exchange whose

accumulated losses amounted to (50%) or more of its capital will be applied. Including it in the announcement of the preliminary or annual financial results.

According to Article (93) of the Companies' Law, the Extraordinary General Assembly meeting shall not be valid unless it is attended by shareholders representing
at least (half) of the shares of the company that have voting rights, unless the company’s articles of association provide for a higher percentage, provided that it
does not exceed (two-thirds), If this quorum is not present in the first meeting, an invitation is directed to a second meeting, and the second meeting is valid if
attended by a number of shareholders representing at least a quarter of the shares of the company that have voting rights. If it is not held after that, a third
meeting will be called according to the conditions stipulated in the Companies’ Law, and the third meeting will be valid regardless of the number of shares that

have voting rights represented therein.

®  According to the Article No. (93) of the Companies' Law, the resolutions of the Extraordinary General Assembly shall be issued by a two-thirds majority of the
shares represented in the meeting, unless the resolution is related to increasing or decreasing the capital, extending the term of the company, dissolving it before
the expiration of the period specified in its articles of association, or its merger with another company or dividing it into two or more companies, then the same

shall not be valid unless itis issued with the approval of (three quarters) of the voting rights represented in the meeting.

®  Ifthe company's shareholders approve to go for a process of capital reduction, the resolution to go for the capital reduction will be effective for all the company’s
shareholders registered in the company’s records with the Saudi Stock Exchange “Tadawul Saudi Arabia” at the end of trading on the second day following the day
of the Extraordinary General Assembly, and this includes shareholders who did not attend the meeting of the General Assembly Extraordinary shares as well as

the shareholders who attended the meeting and did not vote or voted against the resolution to go for the capital reduction.
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The shareholders’ circular will be published and made available to the public within a period of no less than (14) days prior to the Extraordinary General Assembly

convening to go for the company's capital reduction.

The company will provide the following documents for perusal at the company's headquarters in the city of Khobar, from the date of approval of the Capital Market
Authority 17 /11 / 1444 H (corresponding to 06 /06/ 2023 G), until the date of the Extraordinary General Assembly meeting on ** /** / 1444 H (corresponding to /**
*#%/2023 G), during the official business hours from Sunday through Thursday from 08:00 until 17:00 O’clock:

A copy of the Board of Directors' recommendation to go for the company's capital reduction
- Acopy of the financial Advisor’s letter of appointment
- Acopy of the Certified accountant's report related to the company's capital reduction

- Acopy of the Authority’s announcement of its approval of the company’s request to reduce its capital, which was published on the website of the Capital Market

Authority and the website of the Saudi Tadawul Company (Saudi Tadawul)

- Acopy of this circular to shareholders (the offer made to the company's shareholders at the Extraordinary General Assembly Meeting)
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®  Acopy of the Certified accountant's report

®  Asample form of the power of Attorney to attend the Extraordinary General Assembly meeting.
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Independent auditor's report on the reasons for capital reduction and its impact on the liabilities of
Takween Advanced Industries Comganx (Saudi joint stock company)

To the respected gentlemen
Takween Industries Company
Saudi joint stock company

Khobar - Kingdom of Saudi Arabia

INTRODUCTION

We have committed a limited assurance engagement of the reasons of the capital reduction and its impact
on the obligations of Takween Advanced Industries Company (the “Company”) for the period ending
March 31, 2023, prepared by the Company’s management in accordance with the applicable criteria below.

SUBJECT MATTER
The subject matter information of our limited assurance engagement is the report which prepared by the
company’s management as attached to this report and been delivered to us.

APPLICABLE CRITERIA

The approved requirements for the applicable controls are in accordance with the following:

* Article (76) of Chapter II of the “Securities Offering Rules and Continuing Obligation” issued by
Capital Market Authority.

¢ Article (132) of the Companies Law — Company Losses, issued by Ministry of Commerce.

¢ Article (133) of the Companies Law — Capital Reduction Methods, issued by Ministry of Commerce.

 Article (134) of the Companies Law — Issuing a decision for capital reduction, issued by Ministry of
Commerce.

e Article (7) of the Company’s by-law — Share Capital.

» Article (8) of the Company’s by-law — Subscription in shares.

* Article (15) of the Company’s by-law — Capital Reduction.

MANAGEMENT RESPONSIBILITY

Company’s management is responsible for the below:

¢ Prepare the report in accordance with the applicable criteria;

* Design, implement and maintain internal control associated with the preparation of this report that is
free from material misstatement, whether due to fraud or error; and

* Being responsible for the report on the reasons for capital reduction and its impact on the company's
obligations.
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Independent auditor's report on the reasons for capital reduction and its impact on the liabilities of
Takween Advanced Industries Company (Saudi joint stock company) (continued)

OUR INDEPENDENCE AND QUALITY CONTROL

We have adhered to the independence requirements of the Professional Code of Conduct and Ethics that
are endorsed in the Kingdom of Saudi Arabia related to our limited assurance engagement which includes
independence and other requirements based on the basic principles of integrity, objectivity, professional
qualification, due diligence, confidentiality, and professional conduct.

Our firm applies the International Standard on Quality Control (1) that are endorsed in the Kingdom of
Saudi Arabia, and accordingly maintains a comprehensive quality control system that includes documented
policies and procedures regarding compliance with ethical requirements, professional standards, and
applicable legal and regulatory requirement.

OUR RESPONSIBILITY

It is our responsibility to form a Limited Assurance conclusion on the report based on our procedures and
the evidence we have obtained. We have performed the Limited Assurance Engagement in accordance with
International Standards on Assurance Engagements 3000, “Assurance Engagements Other than Reviewing
or Examining Historical Financial Information™ that is endorsed in the Kingdom of Saudi Arabia, which
requires us to plan and perform this engagement to obtain the Limited Assurance. Our attention includes
any matter that causes us to believe that the Company did not with the requirements of the controls
applicable to the preparation of the attached report.

The procedures performed are subject to our judgment, which includes the assessment of risks such as
failure of systems, controls, and oversight, whether due to fraud or error. When performing this risk
assessment, we take into consideration the internal control related to the Company's compliance of the
requirements of the by the rules of the Capital Market Authority. Our procedures included our review on
sample basis for the supporting evidence related to the preparation of this report.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for forming
our limited assurance conclusion.

SUMMARY OF WORK PERFORMED

We have planned and implemented the following procedures to obtain limited assurance about the
compliance of the report with the requirements of the applicable criteria.

Our actions that we implemented included, but were not limited to, the following:

. Review the decision of the company's board held on date March 13, 2023, (corresponding to
Shaaban 21, 1444 AH) recommending to the company's extraordinary general assembly to reduce
the company's capital from SR 950,000,000 to SR 490,403,000, by a decrease percentage of
48.38%.

. Review the amendment on the company's board decision which held on May 11, 2023,
(corresponding to Shawwal 21, 1444 AH) recommending to the company's extraordinary general
assembly to reduce the company's capital, the board's recommendation, after the amendment,
became to reduce the company's capital from SR 950,000,000 to SR 464,646,000, by a decrease
percentage of 51.09%.

. Review the amendment on the company's board decision which held on May 18, 2023,
(corresponding to Shawwal 28, 1444 AH) recommending to the company's extraordinary general
assembly to reduce the company's capital, the board's recommendation, after the amendment,
became to reduce the company's capital from SR 950,000,000 to SR 464,646,060, by a decrease
percentage of 51.09%.

. Reviewing the attached information provided by the company, which shows the reasons for the
capital reduction and its impact on the company's obligations.

2
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Independent auditor's report on the reasons for capital reduction and its impact on the liabilities of

Takween Advanced Industries Company (Saudi joint stock company) (continued)

BINDING RESTRICTIONS

Our procedures for the systems and control related to preparing the declaration in accordance with the
requirements of the Companies Law are subject to binding restrictions, and accordingly, errors or
irregularities may occur that are not discovered. Moreover, these procedures should not be relied

upon as evidence of the effectiveness of regulations and oversight against fraudulent activities and
collusion, especially by those working in positions of authority or trust.

The Limited Assurance Engagement is substantially less in scope than the reasonable assurance engagement
under the International Standards on Assurance Engagements 3000 as endorsed in the Kingdom of Saudi
Arabia. As a result, the nature, timing, and extent of the procedures outlined above for gathering sufficient
appropriate evidence were considerably limited compared to those related to the reasonable assurance
opinion, and thus lower level of assurance was obtained through the limited assurance Conclusion as
compared to the reasonable assurance Opinion.

Our procedures did not include audit or reviews carried out in accordance with International Standards on
Auditing or International Standards on Review Engagements endorsed in the Kingdom of Saudi Arabia,
and accordingly, we do not express an audit opinion or review conclusion regarding the adequacy of the
systems and control.

This Conclusion relates only to reporting for the year ended March 31, 2023 and should not be held to
provide confirmation of any future dates or periods, as there may be a change in regulations and oversight
that may affect the validity of our Conclusion,

LIMITED ASSURANCE CONCLUSION

Based on our work described in this report, nothing come to our knowledge of anything that makes us
believe that the company has not complied, in all material respects, with the approved requirements of the
applicable criteria from the rules of the Capital Market Authority, the Companies’ Regulation, and the
Company’s by-laws for preparing the attached report on the condensed interim financial statements for the
period ending on March 31,2023,

RESTRICTED USE

This report, including our conclusion, has been prepared at the request of the company's management in
accordance with the requirements of the applicable criteria to be submitted to the extraordinary general
assembly of the company. This report may not be used for any other purpose, distributed, quoted or referred
to, without the prior approval of any parties other than the extraordinary general assembly meeting, Capital
Market Authority and the board of directors of the Company.

For Al-Kharashi & Co.

Abdullah S. Al Msned
License No. (456)

28 Shawwal, 1444H
May 18, 2023




TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)

REPORT ON THE REASONS ON THE CAPITAL REDUCTION AND ITS IMPACT ON THE
COMPANY'S LIABILITIES

1. Description of the Company's requirements

As of March 31, 2023, the company's accumulated losses amounted to 485,353,947 Saudi riyals, which
represents 51.09% of the company's capital.

According to the letter of the company's board of directors held on March 13, 2023, (corresponding to
Shaaban 21, 1444 AH), recommending to the company's extraordinary general assembly meeting to reduce
the company's capital.

, according to the amendment of the company's board decision held on date May 11, 2023, (corresponding
to Shawwal 21, 1444 AH) recommending to the company's extraordinary general assembly meeting for
Company's capital reduction as follows:

Also, according to the amendment of the company's board decision held on date May 18, 2023,
(corresponding to Shawwal 28, 1444 AH) recommending to the company's extraordinary general assembly
meeting for Company's capital reduction as follows:

1. The capital before the reduction is SR 950,000,000, the capital after the reduction is SR 464,646,060,
with a decrease percentage of 51.09 %

The number of shares before the reduction is 95,000,000 shares, the number of shares after the reduction
1s 46,464,606 shares.

| share will be reduced for every 1.9573 shares held.

t

The reason for the capital reduction: restructuring the capital to absorb the accumulated losses.

Capital reduction method: Cancellation of 48,535,394 shares of the company's shares.

The impact of the capital reduction on the company's obligations: no impact of the company's capital
reduction on its financial obligations.

St R

Also, the Company’s board of directors has decided, in the same meeting held on May 18, 2023,
(corresponding to Shawwal 28, 1444 AH), to keep the previous recommendation regarding to the capital
increase through issuing rights issue at a value of SR 300,000,000 without amendments.

The company aims mainly from increasing the capital to financing working capital and financing the
purchase of additional equipment according to the company's plan to increase sales.

Provided that the eligibility for subscription shall be for shareholders who own shares on the day of the
extraordinary general assembly meeting convening, which decided to increase the capital by issuing priority
rights shares, and whose names appear in the issuer’s shareholders register at the depository center at the
end of the second trading day following the date of the extraordinary general assembly meeting. We would
also like to point out that the capital increase process is conditional on the approval of the relevant official
authorities and the extraordinary general assembly meeting.




TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)

REPORT ON THE REASONS ON THE CAPITAL REDUCTION AND ITS IMPACT ON THE
COMPANY'S LIABILITIES

2. RELATED ARTICLES FROM REGULATIONS

CAPITAL MARKET AUTHORITY (“CMA™)

Article (76) of Chapter II of the Securities Offering Rules and continuing obligations issued by the CMA:

a)

b)

c)

Where an issuer wishes to reduce its share capital, it must submit to the Authority a letter of
application that includes the minimum information set out in Annex (23) of these Rules, for the
Authority's approval prior to obtaining the approval of the relevant extraordinary general assembly.
of the issue of the capital reduction. The application must be accompanied by the following:

1) the letter of appointment for the financial advisor;

2)  the letter of appointment for the legal advisor (if any);

3)  anexternal auditor’s report on the reasons for the capital reduction and the impact of the
capital reduction on the issuer's liabilities.

4)  the proposed method of capital reduction and the expected effect of such reduction:

5)  acopy of the shareholders' circular as per paragraph b) below; and

6) any other documentation as may be required by the Authority.

Where an issuer wishes to reduce its share capital, it must also produce a circular for its shareholders
stating the information required to enable the shareholders to make an informed vote at the relevant
extraordinary general assembly. This circular shall include, but i1s not limited to, the following:

1)  the general structure of the proposed reduction in share capital;

2)  the rationale behind the proposed reduction in share capital, including a reasoned discussion
from management in this regard;

3)  the risk factors related to the proposed reduction in share capital;

4)  the proposed timing of the process; and

5)  astatement from the directors of the issuer confirming that in the board's view, the proposed
reduction in share capital is in the best interests of the issuer and the sharcholders.

The shareholders” circular - submitted to the Authority in respect of a capital reduction request - must
be produced in Arabic language and be annotated in the margin to indicate where the information
required by the applicable paragraphs of these Rules have been included and any changes from any
previous drafts must be clearly marked. Each draft shareholders’ circular must indicate the draft
number and date of submission on its cover page.

un




TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)

REPORT ON THE REASONS ON THE CAPITAL REDUCTION AND ITS IMPACT ON THE
COMPANY'S LIABILITIES

2. RELATED ARTICLES FROM REGULATIONS (continue)
. COMPANIES REGULTAION

Article 132: Company Losses:

If the losses of a joint-stock company amount to half of the issued capital, the board of directors shall,
within 60 days from the date of its knowledge thereof, announce the losses and the recommendations
relating thereto, and shall, within 180 days from said date, call for an extraordinary general assembly
meeting to consider the continuation of the company by taking measures necessary to resolve such losses
or the dissolution of the company.

Article 133: Methods of Capital Decrease

Capital shall be decreased by any of the following methods:

a) Cancellation of a number of shares equal to the amount to be decreased.

b) Reduction of the nominal value of a share by canceling a part thereof equal to the amount of
losses incurred by the company.

c) Reduction of the nominal value of a share by returning a part thereof to the shareholder or
relieving him from all or part of the unpaid amount of the share’s value.

d) The company’s purchase of a number of its shares equal to the amount to be decreased, and the

cancellation of such shares thereafter.

Article 134: Issuance of a Capital Decrease Decision

The extraordinary general assembly may decide to decrease the capital if it exceeds the company’s needs
or if the company incurs losses. In case of losses, the capital may be decreased below the limit specified in
Article 59 of this Law. The decision to decrease the capital shall not be issued until a statement prepared
by the board of directors stating the grounds for such decrease, the company’s liabilities, and the effect of
the decrease on satisfying such liabilities is presented at the general assembly. Said statement shall include
the report of the company's auditor and may be presented to shareholders in cases where the general
assembly decision is passed by circulation.

. COMPANY’'S BY-LAWS

Article (7) Capital Company:

The company’s capital shall be SR 950,000,000 (nine hundred fifty million Saudi Riyals), divided into
95,000,000 shares (ninety-five million nominal shares) of equal value, each of which represents the
nominal value of (10) ten Saudi Riyals, all of which are ordinary shares in kind and cash (60,000,000 cash
shares) and (35,000,000 in-kind shares).

Article (8) Subscription to Shares:

The shareholders have subscribed in all of the Company’s total shares of 95,000,000 ninety-five. million,
the value of which is 950,000.000 nine hundred and fifty million Saudi Riyals, all of which are ordinary
shares. The shareholders acknowledge their joint responsibility towards third parties for the correct
evaluation of the Company's in-kind assets and that the full capital has been fully paid.




TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)

REPORT ON THE REASONS ON THE CAPITAL REDUCTION AND ITS IMPACT ON THE
COMPANY'S LIABILITIES

2. RELATED ARTICLES FROM REGULATIONS (continue)
. COMPANY’S BY-LAWS (continued)

Article (15) Reducing the Capital:

The extraordinary General Assembly may, based on acceptable justifications, decide to decrease the capital
if it is in excess of the need of the company or if the company incurs losses. In the latter case only, the
capital may be decreased below the limit set forth in Article 54 of the Companies Law. The decision to
decrease the capital shall not be issued before the issuance of the auditor’s report regarding the grounds for
such decrease, the Company’s liabilities, and effect of decrease on such liabilities in accordance with the
provisions of the Companies Law. Provided the said decision of the extraordinary General Assembly shall
indicate the methods of such decrease. If the capital decrease is due to its being in excess of the Company’s
need, the Company’s creditors shall be called to submit their objections thereto within 60 days from the
date of publishing the decision of capital decrease in a daily newspaper distributed in the area where the
Company’s head office is located. If a creditor objects and presents his/her/its documents to the Company
within said period, the Company shall pay the debt owed to the creditor if it is due or provide sufficient
guarantee if the debt is not yet due.

3. NOTES ON THE COMPANY'S FINANCIAL STATEMENTS

ACCUMULATED LOSSES
As of March 31, 2023, the company's accumulated losses amounted to 485,353,947 Saudi riyals. Reducing
the capital by 485,353,940 Saudi riyals will reduce the accumulated losses to 7 Saudi riyals.

CAPITAL

The capital before the reduction is SR 950,000,000 million (nine hundred and fifty million), divided into
95,000,000 million (ninety-five million) shares of equal value, the nominal value of each of which
represents (10) ten Saudi riyals per share.

4. REASONS FOR CAPITAL REDUCTION AND THE IMPACT OF THE REDUCTION ON THE
COMPANY'S COMMITMENTS

REASONS WHY REDUCTION IS NECESSARY
Restructuring the company's capital to write off the accumulated losses.

THE IMPACT OF CAPITAL REDUCTION
The impact on shareholders' equity based on the condensed interim financial statements for the three-month
period ending on March 31,2023 will be as follows:

Shareholders' equity Before the reduction  After the reduction Change
(In thousands of Saudi riyals)

Share capital 950,000 464,646 485,354

Accumulated losses (485,354) # (485,354)

Other reserves (63,106) (63,106) -

Total shareholders' equity attributable

to the Company's shareholders 401,540 401,540 #

The capital reduction will not have an impact on the company's cash accounts. In addition, there will be no
impact on the net shareholders' equity and the company's liabilities.




TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)

REPORT ON THE REASONS ON THE CAPITAL REDUCTION AND ITS IMPACT ON THE

COMPANY'S LIABILITIES

5. The historical financial information of the company extracted from the condensed consolidated

interim financial statements

The condensed consolidated interim statement of financial position as of March 31, 2023

ASSETS

Non-current assets

Property, plant and equipment
Intangible assets

Goodwill

Investments in an associate

Total non-current assets
Current assets

Inventories

Trade receivables

Prepaid expenses and other assets
Investment held at amortized cost
Cash and cash equivalents

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Share capital

Other reserves

Accumulated losses

Total equity

LIABILITIES

Non-current liabilities

Medium- and long-term loans

Lease liabilities — non-current portion
Employee benefits

Total non-current liabilities
Current liabilities

Current portion of medium- and long-term loans
Short-term loans

Lease liabilities — current portion
Trade payables and other liabilities
Zakat payable

Total current liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

March 31, December 31,
2023 2022
(Un-audited) (Audited)
SR 000 SR *000
506,301 510,399
1,265 1.372
323,582 323,582
103,376 105,943
934,524 941,296
196,330 187.646
341,416 343,579
74,129 135,768
3,861 6,501
12,020 36,866
627,756 710,360
1,562,280 1,651,656
950,000 950,000
(63,106) (55,777)
(485,354) (459,597)
401,540 434,626
40,484 67,053
14,695 16,342
30,364 29,787
85,543 113,182
64,972 60,401
554,080 505,305
6,244 6,076
448,163 530,328
1,738 1,738
1,075,197 1,103,848
1,160,740 1,217,030
1,562,280 1,651,656




TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)

REPORT ON THE REASONS ON THE CAPITAL REDUCTION AND ITS IMPACT ON THE
COMPANY'S LIABILITIES

5. The historical financial information of the company extracted from the condensed consolidated
interim financial statements (continued)

Interim condensed consolidated statement of profit or loss and other comprehensive income
For the three-month period ending on March 31, 2023

For the three months period

ended
2023 2022
(Un-audited) (Un-audited)
SR ‘000 SR ‘000
Revenue 232,616 249,651
Cost of revenue (217,462) (228,973)
Gross profit 15,154 20,678
Administrative expenses (11,139) (11.673)
Selling, marketing and distribution expenses (12,023) (12,727)
Operating (loss) (8,008) (3,722)
Finance charges (14,467) (5,551)
Other income, net (715) 1,553
Share in result of equity-accounted investment (2,567) (1,256)
Loss before zakat and income tax (25,757) (8,976)
Zakat and income tax - -
Net loss for the period (25,757) (8,976)
Other comprehensive loss:
Item that may be reclassified to statement of profit or loss
Exchange differences on translation of foreign operation (7,329) (2,493)
Other comprehensive (loss) / income for the period (7,329) (2,493)
Total comprehensive (loss) / income for the period (33,086) (11,469)
(Loss) / earnings per share (SR)
Basic and diluted loss per share (0.27) (0.09)




TAKWEEN ADVANCED INDUSTRIES
(A SAUDI JOINT STOCK COMPANY)

REPORT ON THE REASONS ON THE CAPITAL REDUCTION AND ITS IMPACT ON THE

COMPANY'S LIABILITIES

5. The historical financial information of the company extracted from the condensed consolidated interim financial statements (continued)

List of changes in condensed consolidated primary equity
For the three-month period ending on March 31, 2023

Balance as at January 1, 2022 (audited)

Net loss for the period

Other comprehensive income for the period

Total comprehensive income/ (loss) for the period

Balance as at March 31, 2022 (un-audited)

Balance as at January 1, 2023 (audited)
Net loss for the period

Other comprehensive loss for the period
Total comprehensive loss for the period

Balance as at March 31, 2023 (un-audited)

Share Other Accumulated
capital reserves losses Total
SR 000 SR ‘000 SR ‘000 SR 000
950,000 (42,351) (300,681) 606,968
- (8,976) (8.976)
- (2,493) - (2,493)
- (2,493) (8,976) (11,469)
950,000 (44,844) (309,657) 595,499
950,000 (55,777) (459,597) 434,626
B = (25,757) (25,757)
- (7,329) - (7,329)
- (7,329) (25,757) (33.086)
950,000 (63,106) (485,354) 401,540

10




TAKWEEN ADVANCED INDUSTRIES

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (Continued)

FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2023

5. The historical financial information of the company extracted from the condensed consolidated

interim financial statements (continued)

Initial condensed consolidated statement of cash flows

OPERATING ACTIVITIES

Net (loss) / profit for the period

Adjustments for:
Depreciation and amortization
Allowance / (reversal of allowance) for impairment of trade
receivables
Allowance / (reversal of allowance) for inventories
Finance charges
Provision for employee benefits
Interest income on investment held at amortized cost
Share of loss of equity-accounted investees

Movement in working capital:
Inventories
Trade receivables
Prepaid expenses and other assets
Trade payables and other liabilities
Cash generated from operations
Finance charges paid
Employee benefits paid
Net cash generated from operating activities

INVESTING ACTIVITIES
Acquisition of property, plant and equipment
Proceeds from disposal of investment held at amortized
costs

Net cash (used in) / generated from investing activities

FINANCING ACTIVITIES
Net change in short term loans
Repayment of principal of lease liability
Repayment of medium and long-term loans
Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Foreign currency translation reserve
Cash and cash equivalents at the end of the period
For the three-month period ending March 31, 2023

For the three months period

ended
March 31, March 31,
2023 2022
(Un-audited) (Un-audited)
SR 000 SR 000
(25,757) (8.976)
12,775 14,736
7.392 (848)
(2,236) (359)
14,467 5.551
1,231 1,063
(131) -
2,567 1,256
10,308 12,423
(6,103) 7,116
(4,140) 10,278
61,770 (24.003)
(82,166) 43 823
(20,331) 49 637
(14,467) (5,551)
(654) (1.630)
(35,452) 42 456
(10,842) (9,571)
2,640 -
(8,202) (9,571)
48,775 17,118
(1,478) (75)
(21,998) (19,020)
25,299 (1,977)
(18,355) 30,908
316.866 28.825
(6,491) (2,053)
12,020 57.680
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