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DATE: 13/08/2026

Explanatory Memorandum to the Company’s Shareholders Regarding the Amendment to the Use of
Proceeds from the Issuance of Shares with Suspension of Pre-Emptive Rights

Dear Esteemed Shareholders of Middle East Paper Company (MEPCO),
Peace, mercy and blessings of Allah be upon you,

With reference to the announcement of Middle East Paper Company (MEPCO) published on the Saudi
Exchange (Tadawul) on 5 August 2026 regarding the Board of Directors’ recommendation on the
reallocation of certain proceeds from the share issuance with suspension of preemptive rights, and to the
prospectus for the issuance of shares with suspension of pre-emptive rights published on 10 December
2023, which set out the intended uses of the offering proceeds, the Company’s Board of Directors would
like to provide its shareholders with an explanation of the proposed amendment to the use of a portion of
the offering proceeds, as set out below.

First: Background on the Offering Proceeds

The Company previously allocated, pursuant to the prospectus, an amount of SAR 291,124,891.65 to
finance potential acquisition opportunities in the corrugated box sector.

In light of the Company’s review of its strategic priorities and current financing needs, the Company
proposes to reallocate the entire amount to finance the Paper Machine 5 (PM5) Project, being one of the
Company’s key strategic projects.

Second: Proposed Amendment

No. Use of Net Offering Proceeds as Planned amount as per Proposed Variance amount Variance

stated in the prospectus prospectus amended use %

1 Paper Machine 5 (PM5) project 174,806,124.00 465,931,015.65 291,124,891.65 167%
— Al Tadweer Al Akhdar
Industrial Company

2 Tissue Mill (TM6) project — 153,978,495.76 153,978,495.76 0.00 0%
Juthor Company

3 Acquisitions in the Corrugated 291,124,891.65 0.00 (291,124,891.65) 100%-
Box Sector
Total 619,909,511.41 619,909,511.41 0.00 0%

Accordingly, the entire amount allocated to acquisitions in the corrugated box sector, amounting to SAR
291,124,891.65, will be transferred to finance the PM5 Project, with no change to the total offering
proceeds.
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Third: Rationale and Reasons for the Proposed Amendment

The proposed amendment is being made following management’s review of the strategic priorities relating
to the implementation of the PM5 Project, its financing requirements, and the optimal use of the offering
proceeds.

The key reasons for the proposed amendment are as follows:

1. Supporting the financing requirements necessary to complete the implementation of the PM5
Project in accordance with the Company’s plans.

2. Directing the available financial resources towards one of the Company’s key strategic projects.
Enhancing the efficiency of the use of the offering proceeds in line with the Company’s current
financing requirements and priorities.

4. Reducing the need to rely on additional external financing sources to finance the project.

5. Supporting the Company’s financial position and maintaining its financing flexibility during the
project implementation phase.

6. The acquisition opportunities recently considered are not aligned with the Company’s strategy and
investment priorities at the present time.

Fourth: Impact of the Proposed Amendment
The proposed amendment will not result in any change to:

e The total proceeds from the issuance of shares with suspension of pre-emptive rights.
e The Company’s share capital or the number of its shares.
e The rights of shareholders arising from the capital increase.

The proposed amendment is limited to reallocating the amount referred to above from one of the uses
specified in the prospectus to financing the PM5 Project.

The Company confirms that this step does not constitute a cancellation of any future strategic directions.
Rather, it forms part of the Company’s ongoing review of its investment priorities in line with the
requirements of the current phase and the available investment opportunities. The Company will also
continue to assess acquisition opportunities and inorganic growth opportunities that are consistent with its
strategy. Any future opportunities will be financed in accordance with the financial resources and financing
options available to the Company and following receipt of the necessary approvals.

Fifth: Board of Directors’ Recommendation

Based on the recommendation of the executive management, and following consideration of the project’s
financing requirements and the Company’s strategic priorities, the Board of Directors has recommended
the approval of the amendment to the use of proceeds from the issuance of shares with suspension of pre-
emptive rights by reallocating the entire amount allocated to acquisitions in the corrugated box sector,
amounting to SAR 291,124,891.65, to finance the PM5 Project.
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The Company announced the Board of Directors’ recommendation on the Saudi Exchange (Tadawul), on 5
August 2026, and the Board of Directors is presenting this proposal to the General Assembly of Shareholders
for voting and approval.

Yours sincerely,

Board of Directors of Middle East Paper Company (MEPCO)
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Mr. Musaab Sulaiman Al Muhaidib Mr. Robertus Johan Render
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