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National Petrochemical Company
(Commercial Register: 1010246363)
Circular of National Petrochemical Company Board of Directors

This document is issued by the board of directors of the National Petrochemical Company (“Petrochem”) and addressed to
Petrochem’s shareholders in respect of the Offer extended by the Saudi Industrial Investment Group (“SIIG”) for the purpose
of SIIG’s acquisition of all of Petrochem’s shares which are not owned by SIIG by way of a securities exchange transaction in
accordance with the provisions of Article 26 of the Merger and Acquisition Regulations (the “Circular”).
This Circular includes the opinion of the Petrochem Board of Directors in respect of the Offer addressed to the Petrochem’s
Selling Shareholders by SIIG for the purpose of SIIG’s acquisition of all of Petrochem’s shares that are not owned by SIIG,
which amount to two hundred forty million (240,000,000) common shares with a nominal value of ten (10) Saudi riyals per
share, representing (50%) of Petrochem capital (referred to as “Offered Shares”) through a securities exchange transaction
of all Offered Shares (the “Transaction”); in addition to, the independent advice provided to Petrochem’s Board of Directors
by GIB Capital which has been appointed as the financial advisor in connection to the Transaction. Accordingly, this Circular
shall be read in full and reviewed carefully to cover all its sections. If there is any doubt in relation to the voting decision that
should be taken at the EGM in connection with the Transaction, Petrochem recommends that the respective shareholder to
seek their own independent financial advice from an independent financial advisor authorised by the Saudi Arabian Capital
Market Authority.
Petrochem has entered into an implementation agreement with SIIG on 21/03/1443H (corresponding to 27/10/2021G)
(“Implementation Agreement”) for the purpose of SIIG’s acquisition of all Offered Shares in consideration for SIIG issuing three
hundred four million, eight hundred thousand (304,800,000) ordinary shares with a nominal value of ten (10) Saudi riyals per
share in SIIG in favour of Petrochem’s Selling Shareholders (“Consideration Shares”) by way of increasing the paid-up capital
from four billion five hundred million (4,500,000,000) Saudi riyals to seven billion five hundred forty-eight million (7,548,000,000)
Saudi riyals, and increasing the number of shares from four hundred fifty million (450,000,000) shares to seven hundred fiftyfour million, eight hundred thousand (754,800,000) shares, which represent an increase of 67.733% of SIIG’s current capital.
the Transaction is subject to the conditions set out in the Implementation Agreement which are summarised in Section 7.1.1
“The Terms and Conditions of the Implementation Agreement“ of this Circular (noting that such conditions may not be
amended or waived without a written approval signed by both companies).
In the event that the calculation of the number of shares owned by any of Petrochem’s Selling Shareholders based on the
Exchange Ratio resulted in fractional shares, the resulting figure will be rounded down to the nearest number. For example, if a
Petrochem shareholder holds 50 shares in Petrochem, they will receive 63 Consideration Shares (and not 63.5 consideration
shares). All fractional shares shall be aggregated and sold on Tadawul on behalf of Petrochem’s Selling Shareholders who
would otherwise be entitled to receive a fractional share, and subsequently distribute the net cash proceeds to Petrochem’s
Selling Shareholders proportionate to their respective fractional entitlements. Any expenses in relation to the sale of fractional
shares, will be paid from the proceeds of such sale.
The total value of the Transaction shall be determined based on the value of the Consideration Shares. The total nominal
value of Consideration Shares is three billion forty-eight million (3,048,000,000) Saudi riyals. The total market value of the
Consideration Shares based on the Exchange Ratio and the closing price of 41.1 Saudi Riyals per SIIG share on 20/03/1443H
(corresponding to 26/10/2021G) (which is the last trading day prior to the date of entering into the Implementation Agreement)
is twelve billion five hundred twenty-seven million two hundred eighty thousand (12,527,280,000) Saudi riyals. The total value
of Consideration Shares (as will be recorded on the financial statements of SIIG) will be determined at later stage which shall
be based on the closing price of SIIG share on the last trading day prior to the Effective Date. (for further information relating to
the risks related to that, please refer to Section 1 “Risk Factors” of the Offer Document).
It should be noted that Completion of the Transaction is conditional upon obtaining the approvals of Petrochem EGM and
SIIG EGM. For more details on the conditions and process of the Transaction implementation, please refer to Section 7.1.1
(“The Terms and Conditions of the Implementation Agreement”) and Section 9 (“Procedures Required for Completion of
the Transaction”) of this Circular. For the avoidance of doubt, and subject to satisfying all of the other Transaction conditions,
that mainly cosist of obtaining all the required approvals from the CMA and Tadawul in addition to the absence of a Material
Adverse Event and the continuiation thereof as well as not violating any of the guarantees provided by both companies, and
provided that the Acquisition Resolutions is approved by the requisite number of Petrochem shareholders, being at least
three quarters of the shares represented at the Petrochem EGM, (who have the right to vote in the Petrochem EGM) and
approvd by SIIG’s shareholders (who have the right to vote in the SIIG EGM), Petrochem will become a unlisted joint stock
company fully owned by SIIG. All of Petrochem’s Selling Shareholders (including shareholders who voted against the decision
or did not participate in voting) will obtain the Consideration Shares in SIIG in accordabce with the Exchange Ratio, for more
details on the conditions of the Transaction implementation, please refer to Section 7.1.1 (“The Terms and Conditions of the
Implementation Agreement”). Completion of the Transaction will result in an increase of SIIG’s capital from four billion five
hundred million (4,500,000,000) Saudi riyals, to seven billion five hundred forty-eight million (7,548,000,000) Saudi riyals. For
more details about the effects of the Transaction on Petrochem and its rationale, please refer to Section 3.2 “Benefits” of this
Circular.
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If Petrochem shareholders have approved the Transaction (by approving the Acquisition Resolutions at Petrochem EGM)
and all other conditions of the Transaction have been satisfied, Petrochem’s Selling Shareholders will own 40.38% of SIIG’s
share capital whereas the sharholding ownership of SIIG’s current shareholders will be 59.62% of SIIG’s share capital. The
Consideration Shares will entitle its holders to receive dividends declared by SIIG after the Effective Date. In addition, Completion
of the Transaction will result in a number of changes in the composition of SIIG’s Board of Directors from the Effective Date.
For more details about the proposed changes in the composition of SIIG’s Board of Directors, please refer to Section 7.1.3
“Governance Arrangements” of this Circular.
SIIG has submitted to the CMA an application to reigster the Consideration Shares; and submitted an application to the Saudi
Stock Exchange (Tadawul) for the Consideration shares to be listed on Tadawul. The Offer Document was submitted to and
approved by the Capital Market Authority for publication, and all requirements of the Capital Market Authority have been fulfilled
and, subject to the required EGM resolutions being passed at the Petrochem EGM and SIIG EGM respectively, all relevant
regulatory approvals pertaining to the Transaction and the increase of SIIG’s capital were obtained.
As of the date of this Circular, the Substantial Shareholders of Petrochem consist of the following: SIIG (owning a 50%
shareholding).
It should be noted that the Transaction involves a number of Related Parties which are as follows: the General Organization for
Social Insurance (as it is considered a shareholder in SIIG and a Substantial Shareholder in Petrochem and has representatives
on the boards of directors of both companies); SIIG (as it is considered a Related Party given that it owns 50% of Petrochem, in
addition to having an interest beyond its typical interest as a shareholder given that it is the offeror in the Transaction. Pursuant
to Article (3/N) of the Merger and Acquisition Regulations, a shareholder who holds shares in both Petrochem and SIIG,
including shareholders that are considered Related Parties, shall not be entitled to vote on the Acquisition Resolutions except
in either one of the companies’ respective EGMs. For more details, please refer to Section 5 “Related Parties and Conflicted
Directors in Respect of the Transaction” of this Circular.
A number of members of the Petrochem board of directors have a Conflict of Interest in respect of the Transaction, who are
as follows: H.E Mr. Hamad Saud Al-Sayari (in his capacity as an owner of direct shares in SIIG), Mr. Sulaiman Mohammed Al
Mandeel (in his capacity as an owner of direct and indirect shares in SIIG), Mr. Abdulrahman Saleh Alismail (in his capacity as
a senior executive and an owner of direct shares in SIIG), Dr. Rasheed Rashed bin Owain (in his capacity as an owner of direct
shares in SIIG), Mr. Khalid Mohammed Al-Araifi and Mr. Eyad Abdulrahman Al-Husain (both in their capacity as representatives
of the General Organization for Social Insurance in Petrochem’s board of directors), have declared to Petrochem’s board of
directors their Conflict of Interest in respect of the Transaction and therefore did not vote on Petrochem’s board resolution
approving Petrochem’s entry into the Implementation Agreement.
In addition, a number members of the SIIG board of directors have a Conflict of Interest in respect of the Transaction, whereby
each of Mr. Khalil Ibrahim Al Watban and Mr Thamer bin Abdullah Al Hamoud (both in their capacity as representatives of the
General Organization for Social Insurance in SIIG’s board of directors), have declared to SIIG’s board of directors their Conflict
of Interest in respect of the Transaction and therefore did not vote on SIIG’s board resolution approving SIIG’s entry into the
Implementation Agreement.
This Circular is issued by Petrochem’s board of directors to Petrochem’s Selling Shareholders and has been prepared pursuant
to Article 39 of the MARs without accepting any liability regarding the accuracy and correctness of the SIIG related information
included in this Circular. All information contained in this Circular in relation to SIIG and its subsidiaries have been included
on the basis of the information provided by SIIG and the information obtained from SIIG during the due diligence exercise
conducted by Petrochem – through the assistance of its advisors - on SIIG. SIIG has an obligation under the Implementation
Agreement to provide Petrochem with all the information as required to prepare this Circular. SIIG also provided a customary
warranty in favour of Petrochem, under the Implementation Agreement, that all information in connection with the Transaction
provided to Petrochem including information that was provided during the course of the due diligence process and during the
preparation of the Transaction documents, including this Circular, was as at the date as to which it speaks true and accurate
in all material respects and not misleading in a material respect. SIIG also warranted that it has not knowingly withheld any
material information in connection with the Transaction from Petrochem.
This Circular was published at the same time as the issuance of the Offer Document by SIIG in relation to the Transaction. The
Offer Document issued by SIIG includes information related to SIIG, its subsidiaries and the Transaction. This Circular includes
references to certain sections in the Offer Document to help assist Petrochem’s shareholders to locate this information in
the Offer Document. However, the members of the Petrochem board of directors, jointly and severally, do not assume any
responsibility towards Petrochem’s shareholders regarding the information included in the Offer Document. Accordingly, the
members of the Petrochem board of directors jointly and severally make no representation or undertakings, whether expressed
or implied, regarding the correctness, accuracy or completeness of the information contained in the Offer Document.
The members of the Petrochem board of directors (who are Non-conflicted Directors) view that the Transaction is fair and
reasonable after taking due care and diligence with the assistance of their advisors; and taking into consideration the status
of the market as of the date of this Circular, the expected benefits of the Transaction and its objectives and the independent
advice provided to them by GIB Capital (in its capacity as the financial advisor of Petrochem in relation to the Transaction)
dated 12/04/1443H (corresponding to 17/11/2021G) (a copy thereof is attached under Annex (1) of this Circular), which states
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that on the date of providing such advice to the Petrochem board of directors, and in accordance to factors, assumptions
and limitations set out in the advice, GIB Capital believes that the Exchange Ratio agreed on pursuant to the Implementation
Agreement is fair to Petrochem from a financial perspective.
The members of Petrochem board of directors (who are Non-conflicted Directors) view that the Transaction would be in
the interest of Petrochem and its shareholders. Therefore, they unanimously recommend to the shareholders of Petrochem
to approve the Transaction. The members of Petrochem board of directors (who are Non-conflicted Directors) took into
consideration the external advice they received regarding the legal, financial, accounting, strategic and other matters related
to the Transaction when they provided this recommendation. Petrochem as of the date of this Circular has not received any
alternative offer.
It should be noted that the members of Petrochem board of directors (who are Non-conflicted Directors) did not consider the
individual investment objectives, financial situation, zakat and tax aspects or circumstances of each shareholder due to the
different circumstances, conditions and objectives of each shareholder. Additionally, they did not take into consideration the
trading pattens, SIIG share prices nor any other circumstances after the date of this Circular. Accordingly, the members of the
Petrochem board of directors (who are Non-conflicted Directors) emphasize the necessity that each Petrochem shareholder
should obtain independent professional advice from a financial advisor licensed by the CMA regarding the Transaction.
Therefore, each shareholder must rely on their review of the Transaction to ensure that the Transaction and the information
contained in this Circular are suitable for their investment objectives and financial conditions.
The members of the Petrochem board of directors (who are Non-conflicted Directors) intend to approve the Acquisition
Resolutions at the Petrochem EGM.
The terms and abbreviations used in this Circular shall have the meanings specified in Section (“Terms and Definitions”) of
this Circular. The reference to the time and dates included in this Circular shall be references to the time of the city of Riyadh in
Saudi Arabia and the Gregorian calendar, unless stipulated otherwise.
Shareholders must read this Circular completely and review all of its sections carefully, as well as reading the entire Offer
Document provided by SIIG carefully, before voting on the Acquisition Resolutions.
Petrochem appointed GIB Capital as its financial advisor in relation to the Transaction.

The Financial Advisor

The Capital Market Authority and Tadawul do not assume any responsibility for the contents of this Circular and make no
assurances as to its accuracy or completeness, and expressly disclaim any liability whatsoever for any loss arising from
this Circular or reliance on any part thereof.
This Circular was published on 14/08/1443H (corresponding to 17/03/2022G) and it was prepared in the Arabic and
English languages. The Arabic version shall be deemed the approved language and thus, in case of any differences
between the Arabic and English texts, the Arabic version shall prevail.
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Important Notice
This Circular includes the opinion of Petrochem board of directors relating to the Offer provided to Petrochem’s Selling
Shareholders for the purpose of SIIG’s acquisition of all the Offered Shares in exchange for issuing new shares in SIIG for
Petrochem’s Selling Shareholders, and it aims to provide Petrochem’s Selling Shareholders with the opinion of the Petrochem
board of directors relating to the Offer provided by SIIG to assist Petrochem’s Selling Shareholders in relation to voting on the
Acquisition Resolutions.
It should be noted that six out of eight members of the Petrochem board of directors have an interest in relation to the
Transaction, and therefore have refrained from voting on the terms of the Implementation Agreement. As such, the expressed
opinions of the Petrochem board of directors in this Circular do not include the opinions of the members who have an interest
in relation to the Transaction (for more details, refer to Section 5 “Related Parties and Conflicted Directors in Respect of the
Transaction”) of this Circular.
Shareholders must read the entire Circular and Offer Document (including reviewing all sections of the same) before voting on
the Acquisition Resolutions. In the event of any doubt as to the voting decision that should be taken by the EGM in respect
of the Transaction, Petrochem board of directors recommends seeking independent financial advice from a financial advisor
licensed by the CMA. The CMA and the Saudi Stock Exchange (Tadawul) do not assume any responsibility for the contents of
this Circular and make no assurances as to its accuracy or completeness, and expressly disclaim any liability whatsoever for
any loss arising from this Circular or reliance on any part thereof.
Information, data and statements contained in this Circular are made as at the publication date of this Circular, unless some
another date is specified in relation to the same; Accordingly, the information, data and statements are subject to be changed
after the date of publishing this Circular. Therefore, publication of this Circular shall not give rise to any implication that there
has been no change in the facts and information included in this Circular since such date. Nothing contained in this Circular
is intended to be or shall be deemed to be a forecast, projection or estimate of the future financial performance of SIIG Postcompletion or for any of its subsidiaries and no statement in this Circular should be interpreted to mean that the earnings
per share for current or future financial periods of SIIG Post-completion will necessarily match or exceed historical published
earnings per share of SIIG shares.
No person has been delegated to provide information or statements on behalf of the Petrochem board of directors except as
stated in this Circular. Therefore, no information or statement, in relation to the Transaction, issued by other parties should be
relied on as issued by Petrochem or GIB Capital or any of Petrochem’s advisors.
Copies of this Circular can be obtained from the head office of Petrochem or through Petrochem’s website at: (www.petrochem.
com.sa) or from the website of the Saudi Stock Exchange (Tadawul) at: (www.saudiexchange.sa). Except for this Circular, the
contents of the above-mentioned websites do not form part of this Circular and Petrochem accepts no responsibility for the
content of such websites.
Petrochem has appointed GIB Capital to act exclusively as the financial advisor to Petrochem will not be responsible to anyone
other than Petrochem for providing advice in relation to the Transaction or other matters referred to in this Circular. GIB Capital
is licensed and regulated in Saudi Arabia by the CMA. GIB Capital has not verified the accuracy or completeness of the
information contained in this Circular. Accordingly, no representation or warranty is made or implied by GIB Capital or any of its
subsidiaries and neither GIB Capital or any of its affiliates made any representation or warranty or accept any responsibility as
to the accuracy or completeness of the information contained in this Circular.
Petrochem has appointed Ernst & Young as the financial due diligence advisor to Petrochem in relation to the Transaction. Ernst
& Young will not be responsible to anyone other than Petrochem for providing the advice in connection with the Transaction or
any other matters mentioned in this Circular.
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Publication and Distribution Restrictions
This Circular is directed to Petrochem’s Selling Shareholders, without prejudice to any restrictions in laws and regulations of
any Restricted Jurisdiction. Although all Petrochem shareholders are entitled to attend the EGM with respect to the Transaction
and vote on its decisions (without prejudice to any restrictions imposed due to conflict of interests or any other restrictions
pursuant to applicable laws in the Kingdom), Petrochem’s Selling Shareholders residing outside the Kingdom should take into
consideration that this Circular was not introduced or registered at any regulatory authority outside the Kingdom. Therefore, if
a Petrochem’s Selling Shareholders resides in any country where its laws require Petrochem to take procedures to enable the
relevant shareholder to vote on the Acquisition Resolutions in a legal manner, the relevant shareholder should not participate in
voting on the decisions proposed to the Petrochem EGM with respect to the Transaction. In case the relevant shareholder votes
on the Acquisition Resolutions, Petrochem and SIIG are entitled not to proceed with the Transaction unless the transaction is
approved by the required majority of Petrochem shareholders without counting the votes of the relevant shareholder.

Forward-Looking Statements
This Circular includes certain forward-looking statements with respect to SIIG Post-completion. These forward-looking
statements can be identified by the fact that they do not relate to historical or current facts. Forward-looking statement often use
words such as – but not limited to - “anticipate”, “target”, “expect”, “estimate”, “intend”, “plan”, “will”, “goal”, “believe”, “aim”,
“may”, “would”, “could” or “should” or other words of similar meaning or the negative thereof. Forward-looking statements
in this Circular include, but not limited to, statements relating to the following: (i) preliminary synergy estimates, future capital
expenditures, expenses, revenues, economic performance, financial conditions, dividend policy, losses and future prospects;
(ii) business and management strategies and the expansion and growth of the operations of SIIG; and (iii) the Transaction and
dates on which events are expected to occur. It cannot be confirmed that any of the objectives or expectations set out in this
Circular can be acheived. The advisors whose names appear in the “Company Directory” Section of this Circular, or any of
their managers or employees shall not be liable for any direct or indirect loss or damage that any person may incur due to their
reliance on any information included in the Circular, or the omission of any information not included in this Circular.
These forward-looking statements involve known and unknown risks, uncertainties and other factors which may cause the
actual results, performance, achievements, strategies or events to be materially different from any results, performance,
achievements or other events or factors expressed or implied by such forward-looking statements. Many of the risks and
uncertainties relating to forward-looking statements are beyond Petrochem’s abilities to control and cannot be estimated
precisely such as future market conditions and the behaviour of other market participants; and as such, undue reliance
should not be placed on such statements. Forward-looking statements are not guarantees of future performance of SIIG
post-completion. These statements have not, unless otherwise indicated, been reviewed by the auditors. Forward-looking
statements are based on numerous assumptions, including assumptions regarding the present and future business strategies
of the SIIG post-completion and the environment in which it will operate in the future. All subsequent oral or written forwardlooking statements made by or attributable to Petrochem or any persons acting on its behalf are expressly qualified in their
entirety by the cautionary statement above.
Petrochem assumes no obligation to, and does not intend to, update any forward-looking statements, except as required
pursuant to applicable law and regulations.
No person should construe the contents of this Circular as legal, financial or tax advice. If there is any any doubt as to the
action that should be taken at the Petrochem EGM, Petrochem recommends seeking an independent financial advice from an
independent financial adviser authorized by the CMA.
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Company Directory
National Petrochemical Company
P.O. 99833, Riyadh 11625
Kingdom of Saudi Arabia
Phone No.: +966 (12) 21 92522
Fax No.: +966 (12) 21292523
Email: info@petrochem.com.sa
Website: www.petrochem.com.sa
Financial Advisor of Petrochem
GIB Capital Company

Low Buildings, Building No. 1, Granada Oasis for Residential and
Office Buildings
Eastern Ring Road
Riyadh 11692, PO Box: 89589
Kingdom of Saudi Arabia
Phone No.: +966 (11) 834 2200
Fax No.: +966 (11) 511 2201
Email: customercare@gibcapital.com
Website: www.gibcapital.com
Legal Advisor of Petrochem
Abuhimed Al Sheikh Al Hagbani Law Firm
Building 15, Business Gate

King Khaled International Airport Road
P.O. Box: 90239, Riyadh 11613
Kingdom of Saudi Arabia
Phone No.: +966 (11) 481 9700
Fax No.: +966 (11) 481 9701
Email: info.ash@ashlawksa.com
Website: www.ashlawksa.com
Financial Due Diligence Advisor of Petrochem
Ernst & Young (Chartered Accountants)
King’s Road Tower - 13th Floor

King Abdulaziz Road (King Road)
P.O. Box: 1994, Jeddah 21441
Kingdom of Saudi Arabia
Phone No.: +966 (12) 211 8400
Fax No.: +966 (12) 221 8575
Email: ey.ksa@sa.ey.com
Website: www.ey.com
Technical Due Diligence Advisor
IHS Markit

Office Park Building, 1st Floor, Plot A
Dubai Internet City (DIC)
United Arab Emirates
Phone number: +971 (4) 363 5800
Fax. No.: +971 (4) 363 5801
Email: tomer.care@ihsmarkit.com
Website: www.ihsmarkit.com
Note: written consents have been provided by the advisors who names are exhibited names above regarding their consent for publishing their names, address,
logos and statements pursuant to how they are stated in this Circular. The aforementioned advisors have not withdrawn their respective consents as of the date
of this circular.
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Key Dates and Milestones
The following table sets out the expected timeline for the key events relating to the Transaction, Petrochem shall announce any
updates relating to the timeline and the expected dates (set out below) on the Tadawul website.
Event

Schedule/Expected date

1) Actions required in relation to the EGM
Submitting the final draft of the Offer Document to the CMA

The final draft of the Offer Document was submitted
to the CMA on 12/08/1443H (corresponding to
15/03/2022G).

CMA’s approval of the capital increase and the publication of the Offer Document.

13/08/1443H (corresponding to 16/03/2022G).

CMA approval to convene Petrochem EGM and SIIG EGM.

14/08/1443H (corresponding to 17/03/2022G).

Publish the invitation to Petrochem EGM on the Tadawul website (referring to the
possibility of holding a second meeting within an hour after the end of the first
meeting if the first meeting was not quorate).

14/08/1443H (corresponding to 17/03/2022G).

Publish the invitation to SIIG EGM on the Tadawul website (referring to the
possibility of holding a second meeting within an hour after the end of the first
meeting if the first meeting was not quorate).

14/08/1443H (corresponding to 17/03/2022G).

Publication of the Petrochem Board Circular and the Shareholders Circular, and
the Offer Document of SIIG.

14/08/1443H (corresponding to 17/03/2022G).

Providing the documents available for inspection.

14/08/1443H (corresponding to 17/03/2022G).

The commencement of the electronic voting period for the Petrochem EGM.

06/09/1443H (corresponding to 07/04/2022G).

The commencement of the electronic voting period for the SIIG EGM.

06/09/1443H (corresponding to 07/04/2022G).

Petrochem EGM (first meeting) – quorum required is shareholders representing at
least 50% of the share capital.

09/09/1443H (corresponding to 10/04/2022G).

Petrochem EGM (second meeting) (if quorum for first meeting is not attained) –
quorum required for the second meeting is shareholders representing at least
25% of the share capital.

After one hour from the end of the first inquorate
EGM meeting.

SIIG EGM (first meeting) – quorum required is shareholders representing at least
50% of the share capital.

09/09/1443H (corresponding to 10/04/2022G).

SIIG EGM (second meeting) (if quorum for first meeting is not attained) – quorum
required for the second meeting is shareholders representing at least 25% of the
share capital.

After one hour from the end of the first inquorate
EGM meeting.

Announcement on Tadawul website of the Acquisition Resolutions passed at the
Petrochem EGM (first or second meeting) (or, if the EGM was not quorate, the
announcement of such fact).

10/09/1443H (corresponding to 11/04/2022G).

Announcement on Tadawul website of the Acquisition Resolutions passed at
the SIIG EGM (first or second meeting) (or, if the EGM was not quorate, the
announcement of such fact).

10/09/1443H (corresponding to 11/04/2022G).

2) Actions Required in the event that the first or second EGM are not quorate
CMA approval to convene a third Petrochem EGM and/or SIIG EGM.

12/09/1443H (corresponding to 13/04/2022G).

Announce the invitation to Petrochem EGM (third meeting) and/or SIIG EGM on
Tadawul website (third meeting).

13/09/1443H (corresponding to 14/04/2022G).

The commencement of the electronic voting period for Petrochem EGM (third
meeting) and/or SIIG EGM (third meeting).

01/10/1443H (corresponding to 02/05/2022G).

Convene the Third Petrochem EGM and/or SIIG EGM – the third meeting will be
valid irrespective of the number of shares represented in the meeting

04/10/1443H (corresponding to 05/05/2022G).

Publication of the Acquisition Resolutions made at the third meeting of the EGM
of Petrochem or SIIG (as the case may be) on Tadawul’s website.

05/10/1443H (corresponding to 06/05/2022G).
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Event

Schedule/Expected date

3) Completion of the Transaction

Effective Date

09/09/1443H (corresponding to 10/04/2022G) (if
approval is obtained in the first or second meeting of
the Petrochem EGM and the SIIG EGM).
04/10/1443H (corresponding to 05/05/2022G)
(if approval is obtained in the third meeting of the
Petrochem EGM and the SIIG EGM, as applicable).
The first trading period following the Effective Date
which is expected to occur on:

Suspension of Petrochem shares

10/09/1443H (corresponding to 11/04/2022G) (if
approval is obtained in the first or second meeting of
the Petrochem EGM and the SIIG EGM).
07/10/1443H (corresponding to 08/05/2022G)
(if approval is obtained in the third meeting of the
Petrochem EGM and the SIIG EGM, as applicable).

Delisting of Petrochem’s shares on Tadawul

Within a period of not less than the third trading
period and not exceeding the sixth trading period
after the Effective Date.

Listing of Consideration Shares and deposit of the same in the accounts of
Petrochem’s Selling Shareholders who appear in the shareholder register of
Petrochem by end of the second trading period after the Effective Date.

Within a period of not less than the third trading
period and not exceeding the sixth trading period
after the Effective Date.
Within a period not exceeding thirty (30) days from
the Effective Date. This is expected to occur on:

Amending SIIG’s commercial registration certificate.

09/10/1443H (corresponding to 10/05/2022G) (if
approval is obtained in the first or second meeting of
the Petrochem EGM and the SIIG EGM).
06/11/1443H (corresponding to 05/06/2022G)
(if approval is obtained in the third meeting of the
Petrochem EGM and the SIIG EGM, as applicable).
Within a period not exceeding thirty (30) days from
the Effective Date. This is expected to occur on:

Deadline for distribution of proceeds of fractional shares which have been sold.

09/10/1443H (corresponding to 10/05/2022G) (if
approval is obtained in the first or second meeting of
the Petrochem EGM and the SIIG EGM).
06/11/1443H (corresponding to 05/06/2022G)
(if approval is obtained in the third meeting of the
Petrochem EGM and the SIIG EGM, as applicable).
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Terms and Definitions
The following definitions apply throughout this Circular unless the context requires otherwise:
Implementation Agreement

The agreement entered into between Petrochem and SIIG dated 21/03/1443H (corresponding to
27/10/2021G) which sets out the terms and conditions of the Transaction and the rights and obligations
of the parties to the Transaction.

Memorandum of
Understanding (MOU)

The MOU entered into between Petrochem and SIIG on 20/02/1443H (corresponding to 27/09/2021G),
under which the two companies have non-bindingly agreed to the Exchange Ratio and the execution
structure of the Transaction.

Firm Intention
Announcement

The announcement published by SIIG on the Tadawul website dated 21/03/1443H (corresponding to
27/10/2021G) regarding its firm intention to make a securtities exchange offer in accordance with Article
17(e) of the Merger and Acquisition Regulations pursuant to which SIIG shall acquire all of Petrochem’s
shares.

EGM

extraordinary general assembly meeting of the shareholders of the relevant company convened in
accordance with the provisions of the bylaws of the relevant company.

Offered Shares

Issued shares in Petrochem which are not owned by SIIG, amounting to two hundred forty million
(240,000,000) ordinary shares with a nominal value of ten (10) Saudi Riyals per share, representing 50%
of Petrochem’s share capital.

Consideration Shares

The new SIIG shares to be issued to Petrochem’s Selling Shareholders pursuant to the Transaction,
amounting to three hundred four million eight hundred thousand (304,800,000) ordinary shares with a
nominal value of ten (10) Saudi Riyals per share.

Conflicted Directors

Members of Petrochem board of directors who have a conflict of interest in respect of the Transaction
and who did not vote on the resolutions relating to the Transaction, as detailed in Section 5 “Related
Parties and Conflicted Directors in Respect of the Transaction” of this Circular.

“SIIG” or “Offeror”

Saudi Industrial Investment Group, a Saudi joint stock company incorporated pursuant to thi Ministry of
Commerce resolution no. (291) dated 29/06/1416H (corresponding to 23/11/1995G) registered under
commercial register no. 1010139946 dated 10/08/1416H (corresponding to 01/01/1996G) issued in
Riyadh, which has a share capital of four billion five hundred million (4,500,000,000) Saudi Riyals divided
into four hundred fifty million (450,000,000) fully paid-up ordinary shares with a nominal value of ten (10)
Saudi Riyals per share.

Affiliate:

A person who controls or is controlled by another person, or who is jointly controlled with such person
in being controlled by a third person. In any of the above-mentioned cases, control is direct or indirect.

Acting in Concert

Means, at the sole discretion of the Authority, actively co-operating, pursuant to an agreement
(whether binding or non-binding) or an understanding (whether formal or informal) between persons,
to be controllers (whether directly or indirectly, excluding indirect ownership of shares through swap
agreements or through an investment fund whose unit owner have no discretion in its investment
decisions) of a company, through the acquisition by any of them (through direct or indirect ownership)
of voting shares in that company. Moreover, “concert parties” shall be construed accordingly. Without
prejudice to the general application of this definition, the following persons, shall be presumed to be
acting in concert with other persons of the same class unless the contrary is established: 1) members
of the same group; (2) relatives of the person; or (3) a person or persons who have provided financial
assistance (other than what a company does in the ordinary course of its business) to SIIG, or persons
who are members of the same group with such person, for the purpose of purchasing voting shares or
convertible debt instruments.
A conflict of interests arises in relation to a board member if any of the following situations has occured:
1. if a board director has an interest, directly or indirectly, in respect of the Offer;

Conflict of interests

2. if a board director is a shareholder in Petrochem and a board director in SIIG, or vice versa.
3. if a director is also a board director in SIIG or assumes an executive position in Petrochem, or vice
versa.
4. if a director represents a shareholder who own shares in both SIIG and Petrochem.
5. The interest of any Relative or Affiliate of a director is considered an interest of the director himself.

SIIG Shareholders Circular

The Circular issued by SIIG and addressed to its shareholders regarding the Capital Increase, for the
purpose of issuing the Consideration Shares.

“Circular” or “Petrochem
Circular”

This Circular, which is issued by Petrochem board of directors to Petrochem’s Selling Shareholders in
respect of the Offer submitted by SIIG regarding the Transaction, in which Petrochem board of directors
expresses its opinion to its shareholders regarding the Offer and SIIG’s plans regarding Petrochem and its
employees upon Completion of the Transaction, which is prepared in accordance with the requirements
of Article 39 of the Merger and Acquisition Regulations.

Petrochem EGM

The Petrochem EGM which shall be held for the purpose of voting on the Acquisition Resolutions.
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SIIG EGM

The SIIG EGM which shall be held for the purpose of voting on the Acquisition Resolutions.

Restricted Jurisdiction

Any country in which the offering of the Consideration Shares violates the laws of such country.

Saudi Riyals

The official currency of the Kingdom of Saudi Arabia.

Capital Increase

The proposed increase in SIIG’s share capital through the issuance of three hundred four million eight
hundred thousand (304,800,000) shares in favour of Petrochem’s Selling Shareholders, which will result
in an increase of SIIG’s capital from four billion five hundred million (4,500,000,000) Saudi riyals, to seven
billion five hundred forty-eight million (7,548,000,000) Saudi riyals.

Person(s)

Any natural or legal person recognised by the Kingdom’s laws, related to the Transaction.
means (as defined in the Implementation Agreement) any event, occurrence or change in circumstances
which individually, or when aggregated with all such other events, occurrences or changes, has or could
reasonably be expected to have a material adverse effect on the business, assets, liabilities, financial
position, profitability or prospects of either of Petrochem, SIIG or any of their respective Subsidiaries or on
the Transaction or its implementation, provided that the following shall not be considered in determining
whether a Material Adverse Event has occurred:
a. any deterioration of the economic, political or market conditions or securities, credit, financial or
other capital markets conditions in the financial services industry globally, in the Middle East, in KSA
or in general except to the extent that such effect has a materially disproportionate adverse effect
compared to other businesses or participants in the industry in which the Petrochem, SIIG any of
their respective Subsidiaries (as the case may be) operates;
b. any change, event or development to the extent resulting from the execution and delivery of the
Implementation Agreement or the public announcement, pendency or consummation of the
Transaction or any of the other transactions contemplated by the Implementation Agreement,
including the impact of such changes or developments on the relationships, contractual or
otherwise, of the Petrochem, the SIIG or any of their respective Subsidiaries s (as the case may be)
with employees, clients, customers, suppliers or partners;

Material Adverse Event

c. any change, event or development to the extent resulting from any failure of Petrochem, SIIG or any
of their respective Subsidiaries (as the case may be) to meet any internal or published projections,
forecasts, estimates or predictions in respect of revenues, earnings or other financial or operating
metrics for any period (it being understood that the facts and circumstances giving rise to such
failure may be deemed to constitute, and may be taken into account in determining whether there
has been, a Material Adverse Event if such facts and circumstances are not otherwise described in
paragraph (a) or (d) through (h) of this definition);
d. any change, in and of itself, in the market price, credit rating (with respect to Petrochem, SIIG or any
of their respective subsidiaries) or trading volume of their securities (it being understood that the facts
and circumstances giving rise to such change may be deemed to constitute as a material adverse
event, or may be taken into account in determining whether there has been, a Material Adverse
Event provided that such facts and circumstances are not otherwise described in paragraphs (a), (c),
or (e) through (h) of this definition);
e. any change or proposed change in applicable law (or, in each case, authoritative interpretation
thereof), except where the change in applicable law has an adverse effect on the Petrochem, SIIG or
their respective Subsidiaries (as the case may be) in a materially disproportionate manner compared
to each other or other businesses or participants in the industry in which the Petrochem, SIIG or their
respective Subsidiaries (as the case may be) operates;
f.

geopolitical conditions, the outbreak or escalation of hostilities, any acts of war, sabotage or
terrorism, or any escalation or worsening of any such acts of war, sabotage or terrorism threatened
or underway as of the date of the Implementation Agreement, except to the extent that such change,
event or development affects the Petrochem, SIIG or their respective Subsidiaries (as the case
may be) in a materially disproportionate manner compared to each other or other businesses or
participants in the industry in which the Petrochem, SIIG or their respective Subsidiaries (as the case
may be) operates;

g. any flood, earthquake or other natural disaster, except to the extent that such change, event or
development that has a materially disproportionate manner compared with other businesses or
participants in the industry in which Petrochem, SIIG or their respective Subsidiaries (as the case
may be) operates; or
h. any change, event or development to the extent resulting from any action that is expressly required
to be taken in connection with the Transaction.
Closing Price

The last price the shares were traded at on the relevant trading day, according to the mechanism
specified by the Saudi Tadawul Company.

“Market” or “Tadawul”

The market in which securities are traded and operated by the Saudi Tadawul Company, and any
reference to the Market means a reference to the Saudi Stock Exchange.
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Control

The ability to influence the actions or decisions of another person, though, whether directly or indirectly
(except for indirect ownership through an exchange agreement or through an investment fund whose
unitholder does not have any right in its investment decisions), individually or collectively with a person or
persons Acting in Concert with it, by owning (directly or indirectly) 30% or more of the voting rights in a
company. The term “controlling” shall be construed accordingly.

Subsidiary

With respect to a company, any other company controlled by such company.

Transaction

Means SIIG’s acquisition of all the Offered Shares in accordance with the provisions of Article 26 of
the Merger and Acquisition Regulations, in exchange of SIIG’s issuance of Consideration Shares in
favour of Petrochem’s shareholders through increasing SIIG’s capital from four billion five hundred million
(4,500,000,000) Saudi Riyals to seven billion five hundred forty-eight million (7,548,000,000) Saudi Riyals.

Related Party

A person (whether Acting in Concert with Petrochem or SIIG or any of their respective Subsidiaries)
who directly or indiorectly owns or deals in Petrochem or SIIG shares (whether through a private sale
and purchase transaction or an offer) or any person who have (in addition to theor normal interests as
shareholders) an interest or potential interest whether personal, financial or commercial in the outcome of
the Transaction or a person who is a Related Party in respect of Petrochem and SIIG. Without prejudice
to the general application of this definition, the term includes for example, but not limited to, the following:
1. any person or persons who have provided financial assistance (other than the a bank in the ordinary
course of business) to Petrochem or SIIG;
2. a director of Petrochem and SIIG (or any of their respective Subsidiaries);
3. any person who owns 20% or more of shares in Petrochem or SIIG (either individually or by Acting
in Concert with other(s));
4. a Substantial Shareholder in Petrochem and at the same time a director in SIIG or vice versa.

Offer

Means the offer made by SIIG to Petrochem’s Selling Shareholders for the purpose of acquiring all of
Offered Shares in exhange for the issuance of the Consideration Shares in SIIG to them pursuant to
Article 26 of the Merger and Acquisition Regulations.

Offer Period

The period starting from the date of announcing SIIG’s firm intention to make the Offer to Petrochem’s
Selling Shareholders until the issuance date of the EGM’s resolution on the Transaction for both Petrochem
and SIIG, or the termination of the Implementation Agreement in accordance with its provisions (whichever
occurs earlier). For more details on the provisions for the termination of the Implementation Agreement,
please refer to Section 7.1 “Implementation Agreement” of this Circular.
The resolutions to be presented to the shareholders of both Petrochem and SIIG in connection with the
Transaction. These are as follows:
With respect to Petrochem: Approval of the Offer submitted by SIIG for the purpose of acquiring all
of the Offered Shares in accordance with the provisions of Article 26 of the Merger and Acquisition
Regulations in exchange of issuing three hundred four million eight hundred thousand (304,800,000)
shares in SIIG to Petrochem’s Selling Shareholders, and pursuant to the terms and conditions of the
Implementation Agreement, including the approval of the following matters related to the Transaction:
a. approval of the Implementation Agreement entered into between Petrochem and SIIG on
21/03/1443H (corresponding to 27/10/2021G);
b. authorising Petrochem’s board of directors, or any person authorised by the board of directors, to
issue any resolution or take any action that may be necessary to implement this decision.

Acquisition Resolutions

With respect to SIIG: Approval of SIIG’s acquisition of all the Offered Shares in accordance with Article
26 of the Merger and Acquisition Regulations in exchange for the issuance of three hundred four million
eight hundred thousand (304,800,000) shares in SIIG to Petrochem’s Selling Shareholders, and pursuant
to terms and conditions of the Implementation Agreement, including the approval of the following matters
relating to the Transaction:
a. approval to increase the share capital of SIIG from four billion five hundred million (4,500,000,000)
Saudi Riyals to seven billion five hundred forty-eight million (7,548,000,000) Saudi Riyals in
accordance with the terms and conditions of the Implementation Agreement, for the purpose of SIIG
acquiring all of the Offered Shares of two hundred forty million (240,000,000) shares, representing
50% of Petrochem’s share capital;
b. approval of the Implementation Agreement entered into between SIIG and Petrochem on
21/03/1443H (corresponding to 27/10/2021G);
c. approval of the proposed amendments to SIIG’s By-laws in accordance with the version set out in
Annex 1 of the Offer Document, provided that such amendments shall apply when the Acquisition
Resolutions become effective;
d. authorising the board of directors of SIIG, or any person authorised by the board of directors, to issue
any resolution or take any action that may be necessary to implement this resolution.

Relative

Husband, wife, children and parents.

“The Merger and Acquisition
Regulations” or “MARs”

The Merger and Acquisition Regulations issued by the Board of CMA pursuant to Resolution No. 1-502007 dated 21/09/1428H (corresponding to /03/10/2007G), as amended by Resolution No. 3-45-2018
dated 07/08/1439H (corresponding to 23/04/2018G).
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Petrochem

The National Petrochemical Company, a listed Saudi joint stock company, registered under commercial
registration no. 1010246363 dated 08/03/1429H (corresponding to 16/03/2008G), having its registered
office in Riyadh, and having a share capital of four billion eight hundred million (4,800,000,000) Saudi
Riyals.

Petrochem’s Selling
Shareholders

Means all Petrochem shareholders apart from SIIG.

Substantial Shareholder

A person who owns 5% or more of the share capital of Petrochem or SIIG (as applicable).

Offer Document

The Offer Document issued by SIIG and prepared in accordance with Article 38 of the Merger and
Acquisition Regulations in respect of the Offer submitted by SIIG to Petrochem’s Selling Shareholders.

Exchange Ratio

It is the basis upon which the number of Consideration Shares owed to Petrochem’s Selling Shareholders
will be determined in respect of the Transaction, which will result in 1.27 shares in SIIG for each Petrochem
share.

The Kingdom

The Kingdom of Saudi Arabia.

Rules on the Offer of
Securities and Continuing
Obligations

Rules on the Offer of Securities and Continuing Obligations issued by the Board of CMA pursuant to
Resolution No. 3-123-2017 dated 09/04/1439H (corresponding to 27/12/2017G), as amended by
Resolution No. 1-7-2021 dated 01/06/1442H (corresponding to 14/01/2021G).

Companies Law

The Companies Law issued pursuant to Royal Decree No. M/3 dated 28/01/1437H (corresponding
to 10/11/2015G) as amended by Royal Decree No. M/79 dated 25/07/1439H (corresponding to
11/04/2018G).

Effective Date

The date on which the approval of Petrochem’s and SIIG’s EGMs respectively is issued.

Completion of the
Transaction

After listing of the Consideration Shares on Tadawul and allocating the same to Petrochem’s Selling
Shareholders who are registered in Petrochem’s shareholders register at the end of the second trading
period after the Effective Date.

GAC

The General Authority for Competition in KSA.

“CMA” or “The Capital
Market Authority”

The Capital Market Authority in KSA.

MISA

The Ministry of Investment in KSA.

MOC

The Ministry of Commerce in KSA.

Business Day

Any day except Friday, Saturday and the official holidays in t KSA.
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1.

Introduction

1.1

Petrochem Circular

This Circular includes the information that must be provided to Petrochem’s Selling Shareholders in accordance with the
requirements of Article 39 of the Merger and Acquisition Regulations.

1.2

Overview of the Transaction

Petrochem and SIIG announced on 03/02/1442H (corresponding to 20/09/2020G) the commencement of initial discussions
for the economic feasibility study regarding the consolidation of the two companies’ businesses. Moreover, on 03/09/1442H
(corresponding to 15/04/2021G), both companies announced the completion of the initial economic feasibility study, pursuant
to which Petrochem and SIIG decided to begin a reciprocal due diligence process , and to negotiate the terms of consolidating
the two companies’ businesses and exchange information between them in relation to the Transaction.
On 21/02/1443H (corresponding to 28/09/2021G), Petrochem announced the signing of a non-binding memorandum of
understanding with SIIG regarding the Exchange Ratio and the implementation structure of the Transaction.
On 21/03/1443H (corresponding to 27/10/2021G), Petrochem and SIIG announced that they have entered into an
Implementation Agreement which includes all the provisions and required steps for the implementation and completion of the
Transaction between both companies. For more information on the provisions of the Implementation Agreement, please refer
to Section 7.1 “Implementation Agreement” of this Circular. Furthermore, on 21/03/1443H (corresponding to 27/10/2021G),
SIIG announced its firm intention to proceed with the Transaction and to submit an offer to Petrochem’s Selling Shareholders
in this regard.
The Transaction will be implemented in accordance with Article 26 of the Merger and Acquisition Regulations, whereby SIIG
shall acquire all Offered Shares, which will result in an increase of SIIG’s ownership in Petrochem from 50% to 100% in exchange
for SIIG’s issuance of the Consideration Shares to Petrochem’s Selling Shareholders pursuant to Article 57 of the Rules on the
Offer of Securities and Continuing Obligations by way of increasing its share capital based on the final Exchange Ratio, which
is represented in Petrochem’s Selling Shareholders receiving 1.27 shares in SIIG for every share they own in Petrochem.. The
total number of the Consideration Shares shall be three hundred four million eight hundred thousand (304,800,000) fully paid
shares with a nominal value of ten (10) Saudi riyals per share, so that the total nominal value of the Consideration Shares is
three billion, forty-eight million (3,048,000,000) Saudi riyals. These shares shall be issued by way of increasing the fully paidup capital of SIIG by 67.733%, from four billion, five hundred million (4,500,000,000) Saudi riyals to seven billion, five hundred
forty-eight million (7,548,000,000) Saudi riyals and increasing the number of issued shares of SIIG from four hundred fifty
million (450,000,000) shares to seven hundred fifty-four million, eight hundred thousand (754,800,000) fully paid shares. Upon
Completion of the Transaction, Petrochem’s shareholders shall own 40.38% of SIIG’s capital, and the current shareholders of
SIIG will own 59.62% of SIIG’s capital.
The total value of the Transaction shall be determined based on the value of the Consideration Shares. The total nominal value
of Consideration Shares is three billion, forty-eight million (3,048,000,000) Saudi riyals. The total market value of Consideration
Shares is twelve billion, five hundred twenty-seven million, two hundred eighty thousand (12,527,280,000) Saudi riyals. This is
based on the Exchange Ratio and the closing price of SIIG’s share, which is 41.1 Saudi riyals as at 20/03/1443H (corresponding
to 26/10/2021G) (which is the last trading day prior to the date of entering into the Implementation Agreement). The total value
of Consideration Shares that will be included in the financial statements of SIIG shall be determined later based on the last
trading day prior to the Effective Date of the Acquisition Resolutions.
In the event that the calculation of the number of shares owned by any of Petrochem’s Selling Shareholders based on the
Exchange Ratio resulted in fractional shares, the resulting figure will be rounded down to the nearest number. For example,
if a Petrochem Selling Shareholders holds 50 shares in Petrochem, they will receive 63 Consideration Shares (and not
63.5 consideration shares). All fractional shares shall be aggregated and sold on Tadawul on behalf of Petrochem’s Selling
Shareholders who would otherwise be entitled to receive a fractional share, and subsequently distribute the net cash proceeds
to such Petrochem shareholders proportionate to their respective fractional entitlements; within a maximum period of thirty
(30) days from the date of completion of the Transaction. The expenses in relation to the sale of fractional shares, will be paid
from the proceeds of such sale.
It should be noted that, it is not expected that the Transaction, if completed, shall result in any involuntary staff redundancies.
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Given that there are no Substantial Shareholders in SIIG, as at the date of this Circular, the following table sets out the
sharholding details of each member of SIIG’s Board of Directors, its Senior Executives, and the public; in addition to the direct
or indirect ownership of the General Organization for Social Insurance before and after the Completion of the Transaction as of
07/08/1443H (corresponding to 10/03/2022G)(1):
Before the Completion
of the Transaction

Shareholder

Members of the Board of Directors of the Saudi Industrial Investment
Group*

No. of
Shares

Ownership
Percentage

No. of
Shares

Ownership
Percentage

100,708

0.02%

100,708

0.01%

1,000

0.0002%

Senior Executives of the Saudi Industrial Investment Group**

1,000

0.0001%

(2)

General Organization for Social Insurance

22,275,000

4.95%

140,260,834

18.58%

The Public

449,898,292

99.97%

614,437,458

81.4%

Total

450,000,000

100%

754,800,000

100%

***

*

After the Completion
of the Transaction

Represents the shares owned directly by the members of the Board of Directors and the shares in which they have an indirect interest are represented in SIIG only.
Represents the shares owned directly by Senior Executives in SIIG only.

**
***

The General Organization for Social Insurance has indirect ownership in SIIG, as follows:
(1) Before the Completion of the Transaction: the General Organization for Social Insurance indirectly owns (through its subsidiaris) 62,926,190 shares
amounting to (13.98%) of SIIG’s capital.
(2) After the Completion of the Transaction: the General Organization for Social Insurance will indirectly own (through its subsidiaris) 153,451,790 shares
amounting to (20.33%) of SIIG’s capital

The following table sets out the ownership structure of Petrochem (which includes the ownership of shareholders that are
considered Substantial Shareholders’ in Petrochem and in addition to them being shareholders in SIIG) before and after the
Completion of the Transaction as of 07/08/1443H (corresponding to 10/03/2022G):

Shareholder

No. of
Shares

Ownership
Percentage

240,000,000

50%

General Organization for Social Insurance

92,902,23

19,35%

The members of the Board of Directors of Petrochem*

4,102,000

0.85%

Saudi Industrial Investment Group

Senior Executives at Petrochem

*

Before the Completio
of the Transaction

**

None

The Public

142,995,768

29,79%

Total

480,000,000

100%

After the Completion
of the Transaction
No. of
Shares

Ownership
Percentage

All Petrochem’s shares will be
transferred to SIIG

Represents the shares owned directly by the members of the Board of Directors and the shares in which they have an indirect interest are represented.

**

1

2

Represents the shares owned directly by Senior Executives.

Note: the General Organization for Social Insurance has transferred part of its direct ownership in SIIG to some of its subsidiaries, and therefore its direct
ownership in SIIG has decreased from (13.14%) to (4.95%) as at 13/01/2022G, as per the data published on the Tadawul website. Noting that the total of
direct and indirect ownership held by the General Organization for Social Insurance in SIIG amounts to (18.93%) of SIIG’s capital. Accordingly, the total direct
and indirect ownership of the General Organization for Social Insurance in SIIG after the Completion of the Transaction will amount to (38.91%) of SIIG’s
capital; and it will not have any ownership in Petrochem as Petrochem will become a closed Joint-Stock Company wholly owned by SIIG.
Note: It should be noted that the direct ownership percentage of the General Organization for Social Insurance was included before the Completion of the
Transaction for the purpose of disclosure and due to that it will be one of the Substantial Sharholders in SIIG after the Completion of the Transaction. Given that
the current direct ownership of the General Organization for Social Insurance in SIIG’s capital is below (5%), it was included as part of the public’s ownership
that amounts to (99.97%) of SIIG’s capital
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The following is a simplified model for the structure of the Transaction:
After the Completion of the Transaction

Petrochem
shareholders

SIIG
shareholders

40.38%

Before the Completion of the Transaction

Petrochem
shareholders

50%

59.62%

SIIG

SIIG
shareholders

Petrochem

50%

SIIG

100%

Petrochem

1.3

The Method Determining the Exchange Ratio

Petrochem and SIIG have agreed on the Exchange Ratio which determines the number of shares that Petrochem’s Selling
Shareholders will receive in SIIG as a result of the Trasaction after the negotiations and deliberation between the two companies
for several months.
During the negotiation phase on the Exchange Ratio, Petrochem obtained the opinion of its consultants in addition to reviewing
the information provided for the purpose of conducting the due diligence study related to the business of SIIG. GIB Capital
(in its capacity as the financial advisor of Petrochem in relation to the Transaction), provided its independent advice dated
12/04/1443H (corresponding to 17/11/2021G) to the Petrochem Board of Directors which indicates that as the date of
providing independent advice to the Petrochem Board of Directors and in accordance with the factors and assumptions
described therein, GIB Capital believes that the agreed Exchange Ratio pursuant to the Implementation Agreement is financially
fair to Petrochem. The entire context of the independent advice provided by GIB Capital to the Petrochem Board of Directors
has been attached in Annex (1) of this Circular, which contains the assumptions, procedures, considerations, and restrictions
on which that advice was based.
The following table summarises the results of the agreed valuation:
Agreed Exchange Ratio

1.27 shares in SIIG for each share in Petrochem.

Total number of Consideration Shares

Three hundred four million, eight hundred thousand (304,800,000) fully paid-up shares.

Total nominal value of Consideration Shares

Three billion, forty-eight million (3,048,000,000) Saudi riyals, based on a nominal value of
ten (10) Saudi riyals per share

Total market value of Consideration Shares
(at the end of the last trading day prior to
the date of entering into the Implementation
Agreement) on 20/03/1443H [corresponding
to 26/10/2021G]).

Twelve billion, five hundred twenty-seven million, two hundred eighty thousand
(12,527,280,000) Saudi riyals.
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2.

The Opinion of Petrochem Board of Directors
in Respect of the Transaction

The members of the Petrochem Board of Directors (who do not have an interest in the Transaction) have a view that the
Transaction is fair and reasonable after taking the due care with the assistance of their advisors and taking into consideration
the status of the market on the publication date of this Circular and the expected benefits of the Transaction and its objectives,
in addition to the independent advice provided to them by GIB Capital (in its capacity as the financial advisor of Petrochem
in relation to the Transaction) dated 12/04/1443H (corresponding to 17/11/2021G) (a copy is attached to Annex (1) of this
Circular) which states that on the date of providing such advice to the Petrochem Board of Directors and in accordance to
the factors, assumptions and limitations demonstrated in the advice, GIB Capital believes that the Exchange Ratio agreed on
pursuant to the Implementation Agreement is fair to Petrochem form a financial perspective. It must be noted that GIB Capital’s
opinion was not updated, and therefore, no assurance to whether GIB Capital has the same opinion in relation to the fairness
of the Exchange Ratio at the date of holding the Petrochem EGM due to possibility of a change in the factors and assumptions
on which the opinion was based when it was provided.
The members of Petrochem Board of Directors (who do not have an interest in the Transaction) have the view that the
Transaction would be in the interest of Petrochem and its shareholders. Therefore, they unanimously recommend the
shareholders of Petrochem to approve the Transaction. The members of Petrochem Board of Directors, when they provided
this recommendation, took into consideration the due diligence results provided by Petrochem’s advisors on SIIG and its
Subsidiaries, in addition to the external advice they received regarding the legal, financial, accounting, strategic and other
matters related to the Transaction. Petrochem has not received any alternative offer as of the date of this Circular.
It should be noted that the results of the due diligence studies depend on several factors, including the accuracy and
completeness of the information provided by SIIG. Therefore, the Petrochem Board of Directors has not taken any key
operational, legal and financial risks into consideration when providing its opinion which were not discovered during the
due diligence study conducted by Petrochem and its advisors on SIIG or were not expected or calculated or disclosed to
Petrochem by SIIG.
It should also be noted that the members of the Petrochem Board of Directors did not consider the individual investment
objectives, the financial situation, the zakat and tax situation, or the special circumstances of each shareholder due to the
different circumstances, conditions, and objectives of each of them. Additionally, the members of the Petrochem Board of
Directors did not consider the levels and patterns of trading, the prices of SIIG’s shares, or any circumstances after the date of
this Circular. Accordingly, the members of the Petrochem Board of Directors emphasize the necessity of each shareholder in
Petrochem to obtain independent professional advice regarding the Transaction from a financial advisor licensed by the CMA.
Therefore, each shareholder must rely on its own review of the Transaction to ensure that the Transaction and the information
contained in this Circular are suitable for that shareholder’s investments objectives and financial conditions.
The Petrochem Board of Directors has the right to withdraw or amend its recommendation on the Transaction as it deems
appropriate, taking into consideration the best interest of Petrochem and its shareholders.
Furthermore, it should be noted that all members of the Petrochem Board of Directors (who have the right to vote) intend to
approve the Acquisition Resolutions in the Petrochem EGM.
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3.

The Opinion of Petrochem Board of Directors
in Respect of SIIG’s Plans for Petrochem and
the Transaction Benefits

This section includes the expected benefits resulting from the Completion of the Transaction, as well as the “Forward-looking
statements” which are subject to risks and uncertainties and should not be heavily relied upon. Accordingly, refer to Section 1
“Risk Factors” of the Offer Document, for further details on the risks and the potential impact of the Transaction on Petrochem.
It should be noted that the estimates of business integration among the companies contained in this section are only preliminary
estimates. There is no intention to update this data or any other future statements or additions except as required by the
applicable laws and regulations. In addition, this section does not include anything intended or considered to be a forecast,
prediction or estimate of the current or future financial performance of SIIG.

3.1

Overview

The petrochemicals industry, globally and in Saudi Arabia, has witnessed significant development over the past few years on
the back of shifts in macroeconomic fundamental, evolution of commodity prices, shift of investments in regional production
capacity, and reform of public policies, among other factors.
The latest trends in the sector impose challenges on industry entities that could hamper performance and limit growth potential.
These challenges include, but not limited to, the following:
y

Shale oil expansion in the United States was accompanied with an increase in the production of natural gas and
decrease in its price, where Henry Hub benchmark dropped from $4.4 per MMBtu in 2010 to $1.9 per MMBtu
in 2020G, which resulted in an increase of competitive tension among polymer producers globally(3).

y

Reduction of polymer imports into North East Asia - one of the largest destinations of polymers producers
in Saudi Arabia - due to improvement in self-sufficiency, where ethylene production capacity in the region
increased by 4.9% compounded annual growth rate between 2015G – 2020G, while, during the same period,
ethylene production capacity in the Middle East increased by only 1.8% compounded annual growth rate(4).

y

Recent volatility of oil prices was accompanied with shrinkage of naphtha-ethane spread due to the precautionary
measures undertaken to contain the spread of COVD19, where since the beginning of 2020G, Brent benchmark
reached a low of $9.1 per barrel and a high of $78.3 per barrel(5).

y

Potential reduction of the feedstock prices’ competitive advantage and its availability in the Kingdom and the
Middle East due to tighter supply of gas, which may reduce allocation of natural gas and result into higher
investments in naphtha crackers. Natural gas total proved reserves in the Middle East declined from 77.8 trillion
cubic meters in 2010G to 75.8 trillion cubic meters in 2019G(6).

y

Limited demand, to date, on polymer products from local industrial producers and manufacturer in Saudi Arabia
who use these products in their operations, where the sales in Saudi Arabia by petrochemical listed entities in
Saudi Arabia were at 16.9% of total sales as of 2020G(7).

In an effort to overcome these challenges, the board of directors of each of Petrochem and SIIG discussed the potential impact
of the Transaction, and determined based on these discussions that the Transaction will allow both Petrochem and SIIG to be
better positioned to overcome the current challenges and developments of the petrochemicals sector, as the Transaction will
create a leading and integrated petrochemical company with a robust business model and an expanded products portfolio. SIIG
post-completion will be better positioned to streamline operational activities through an effective organizational structure and
better arrangements for infrastructure and utilities which will reduce the fluctuations effect of the petrochemical sector. Further,
SIIG post-completion will be able to enhance the operational activities, crystallize growth potential, economize on financing and
access to capital; improve equity trading and coverage exposure by equity research analysts, rationalize corporate governance
arrangements and decision-making process, and, as a result safeguard and grow shareholders value. Set forth below are the
key benefits of the Transaction:

3
4
5
6
7

Note: based on British Petroleum›s Statistical Review of World Energy 2020G.
Note: based on the market study prepared by IHS Markit.
Note: based on United States’s Energy Information Agency.
Note: based on British Petroleum›s Statistical Review of World Energy 2020G.
Note: based on the weighted average split of sales in Saudi Arabia by SIIG, Petrochem, Tasnee, Advanced, Sipchem, SABIC AN, YANSAB, Saudi Kayan.
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3.2

Benefits

The Transaction will create a number of benefits for SIIG post-completion which will benefit the current shareholders of SIIG
and Petrochem’s Selling Shareholders upon becoming shareholders in SIIG post-completion. These benefits are as follows:
Increased operational and financial scale: SIIG post-completion will become one of the largest petrochemical companies in
Saudi Arabia in terms of market value, in addition to becoming among the largest in the MENA region with pro-forma market
capitalization of 30.4 billion Saudi Riyals as of 30 September 2021G and pro-forma combined total production capacity of
6.3 million ton per year as of 31 December 2020G. From an operational standpoint, SIIG post-completion will have a range of
robust and expanded products portfolio with an adequate level of resilience, not to mention an enhanced corporate profile that
can support in various business arrangements between its subsidiaries and counterparts, which can potentially help increase
operating rates. The board of SIIG post-completion will be able to optimize decisions on payout of dividends or retention of
payable dividends for investments to the benefit of the shareholders of SIIG post-completion.
Growth and development opportunities: SIIG post-completion will be better positioned to achieve growth in its current assets
and through new investments; and capture business development opportunities through its enlarged market capitalization,
share capital base and improved integration. This includes improvement of utilization and efficiency, expansion of capacity in
operations and infrastructure; improvement of current partnership to anchor future growth; forge new strategic alliances and
partnerships locally and globally, such as Shareek Program which represents the framework between the public and private
sector to to catalyze local investments in the Kingdom; scout for future M&A opportunities, in Saudi Arabia or internationally,
with value creation potential; and venture into new industries with higher value-added products to diversify the business.
Diversification and risk reduction: SIIG post-completion will be in a better position when it comes to hedging against naphthaethane spread, which is tied with oil price movement, to reduce its impact on earnings, as the shareholders of SIIG postcompletion will have enhanced exposure to production lines that utilizes naphtha, ethane and propane. The diversification of
the feedstock slate will enable SIIG post-completion to manage market and oil volatility.
Better capital market exposure and access to a larger investor base: SIIG post-completion, as a result of the Transaction,
will have a larger market capitalization, larger free float and shareholders base, as well as increased average daily trading
volumes, values and trades in absolute terms, which when coupled with the other benefits from the Transaction, will result into
an improved trading patterns, such as market depth, share price volatility, as well as liquidity levels. The enlarged capitalization
and investors base, in turn, will provide SIIG post-completion with a higher likelihood of inclusion in global and emerging market
indices based on the criteria set by the relevant entities, which will increase global exposure, induce capital flow, invite further
coverage by equity analysts.
Simplification of ownership structure and opportunity for asset optimization: SIIG post-completion will have a simplified
ownership structure, which will support in the reduction or rationalization of the common overhead costs. In addition, the
unification of control over the subsidiaries of SIIG post-completion will introduce agility in the decision making process in
relation to operations, strategies, investments, among other general corporate areas.
Joint savings for the two companies: the Transaction is expected to result in cost savings for SIIG post-completion by
approximately 13 to 17 million Saudi Riyals annually. The cost savings predictions are based on preliminary estimates and
may be subject to adjustment after the Completion of the Transaction in a more detailed manner. Consequently, its is likely
that such savings will not be realized due to the preliminary estimates on which they were based on. Petrochem, its Board
of Directors, executive management or any other or any other Person shall not bear any responsibility for the consequences
arising from such preliminary estimates, and there is no intention to update the benefits and expected cost savings arising
from the Transaction unless it is required by the relevant laws and regulations. Accordingly, such predictions should not be
interpreted in a way that suggests that SIIG’s dividends after the Completion of the Transaction will be greater than those of
previous financial periods.
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4.

The Opinion of Petrochem Board of Directors
in Respect of SIIG’s for Petrochem’s
Employees

SIIG indicated in the Offer Document that the Transaction shall not result involuntary staff redundancies of Petrochem’s
employees. Since SIIG has a plan to hire Petrochem’s employees after the Completion of the Transaction, Petrochem’s Board
of Directors is reassured about SIIG’s plans towards Petrochem’s employees and believes that these plans achieve their
interest.
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5.

Related Parties and Conflicted Directors in
Respect of the Transaction

The Transaction involves the presence of Related Parties, where the General Organization for Social Insurance is a Shareholder
in SIIG and a Substantial Sharholder in Petrochem and has representatives in the Board of Directors of both companies. SIIG
is considered a Related Party, due to its 50% ownership in Petrochem and its interest as the offeror in the Transaction which
is above its ordinary interest as a shareholder.
The Capital Market Authority has exempted the General Organization for Social Insurance (as a Related Party) from the
requirements of Article 3(o) and Article 48 of the Merger and Acquisition Regulations, in which the General Organization for
Social Insurance shall be entitled to vote on the Acquisition Resolutions in the relevant General Assembly, subject to the voting
restrictions by a shareholder who owns shares in both companies, except in the General Assembly regarding the Acquisition
for one of the both companies, and the restrictions on not voting by their representatives in the meeting of the Board of
Directors or any of the committees. It should also be noted that SIIG (as a Related Party) shall not be entitled to vote on the
Acquisition Resolutions in the Petrochem EGM.
A number of members of Petrochem Board of Directors have an interest in the Acquisition. Therefore, each of Mr. Hamad
Saud Alsayari (in his capacity as an owner of direct shares in SIIG), Mr. Sulaiman Mohammed Almandeel (in his capacity as an
owner of direct and indirect shares in SIIG), Mr. Abdulrahman Saleh Alismail (in his capacity as a senior executive and an owner
of direct shares in SIIG), Dr. Rasheed bin Rashed bin Awain (in his capacity as an owner of direct shares in SIIG), and each of
Mr. Khalid Mohammed Alaraifi and Mr. Eyad Abdulrahman Alhusain (both in their capacity as representatives of the General
Organization for Social Insurance in the Petrochem’s Board of Directors), have declared their interest in the transaction and
therefore did not vote on the Petrochem’s board resolution approving Petrochem’s entry into the Implementation Agreement.
There are also a number of SIIG Board of Directors who have an interest in the Acquisition, including Mr. Khalil bin Ibrahim Al
Watban and Mr. Thamer bin Abdullah Al Hamoud (in their capacity as representatives of the General Organization for Social
Insurance in the SIIG’s Board of Directors), who have declared their interest in the Acquisition to the Board of Directors of
SIIG and therefore did not participate in voting on the SIIG Board of Directors’ resolution approving Petrochem’s entry into the
Implementation Agreement.
The table below shows the details of the ownership of related parties and members who have interest in the Transaction on
07/08/1443H (corresponding to 10/03/2022G):

Name

Nature of Conflict

Direct Ownership in
Petrochem
No. of
Shares

Ownership
Percentage

Direct Ownership in SIIG
No. of
Shares

Ownership
Percentage

Substantial Shareholders
SIIG

Substantial Shareholder in Petrochem
which has an above ordinary interest as a
shareholder, in its capacity as an Offeror in the
Transaction

240,000,000

50%

General Organization
for Social Insurance

Substantial Shareholder in Petrochem and a
shareholder in SIIG and has representatives on
the Boards of both companies

92,902,232

19.35%

22,275,000

4.95%

100,000

0.002%

200,000

0.0044%

N/A

Conflicted Directors on the board of Petrochem
His Excellency Mr
Hamad bin Saud Al
Sayari

A direct owner of shares in SIIG

Mr Sulaiman bin
Mohammed Al
Mandeel

A direct and indirect owner of shares in SIIG
(for further details on his indirect ownership
please refer to section 6.3 “Shareholdings and
Dealings”)

1,000

0.00002%

300,000

0.007%

Mr Abdulrahman bin
Saleh Al Smael

A senior executive and a owner holder of
shares in SIIG

1,000

0.0002%

1,000

0.0002%

13

Name

Nature of Conflict

Direct Ownership in
Petrochem

Direct Ownership in SIIG

No. of
Shares

Ownership
Percentage

No. of
Shares

Ownership
Percentage

4,000,000

0.083%

None

-

Dr Rasheed Bin
Rashid Bin Awain

A direct owner of shares in SIIG (for further
details on his indirect ownership please refer to
section 6.3 “Shareholdings and Dealings”)

Mr Khalid bin
Mohammed Al Arifi

Representative of the General Organization
for Social Insurance in Petrochem’s Board of
Directors

None

-

None

-

Mr Iyad bin
Abdulrahman Al
Hussein

Representative of the General Organization
for Social Insurance in Petrochem’s Board of
Directors

None

-

None

-

Conflicted Directors on the board of SIIG

*

Mr Khalil bin Ibrahim
Al Watban

Representative of the General Organization for
Social Insurance in SIIG’s Board of Directors

None

-

None

-

Mr Thamer bin
Abdullah Al Hamoud

Representative of the General Organization for
Social Insurance in SIIG’s Board of Directors

None

-

17,500

0.0004%

Source: Petrochem and SIIG.
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6.

Shareholdings and Dealings

6.2

There are no shares in Petrochem or SIIG owned or controlled by a person who entered into an agreement with
Petrochem (or with any person Acting in Concert therewith) regarding any arrangement for compensation, option
or any arrangement, agreement or understanding, whether official or unofficial, regardless of its nature, which could
encourage any person to retain, deal or refrain from dealing in Petrochem securities.

6.3

The following table shows the direct and indirect ownership of the members of the Petrochem Board of Directors and
the amount of the controlled shares in Petrochem and SIIG at the end of trading on 07/08/1443H (corresponding to
10/03/2022G):

Direct

Indirect
interest*

Total

Percentage

Direct

Indirect
interest*

Total

Percentage

The entity he
represents

Position

Saudi

Chairman
of the
Board
of Directors

Non-executive

-

11/04/2019G

100,000

None

100,000

0.002%

200,000

None

200,000

0.0044%

Mr Sulaiman bin
MohamSaudi
med Al
Mandeel

74
years
old

Member
of the
Non-exBoard
ecutive
of Directors

-

11/04/2019G

1,000

None

1,000

0.00002%

300,000

6,500

306,500

0.007%

Dr Rasheed Bin
Saudi
Rashid
Bin Awain

65
years
old

Member
of the
IndepenBoard
dent
of Directors

11/04/2019G

4,000,000

None

4,000,000

0.083%

None

Mr Khalid
bin Mohammed
Al Arifi

Saudi

57
years
old

Member
of the
Non-exBoard
ecutive
of Directors

Saudi

57
years
old

Mr Abdullatif Ali Al Saudi
Saif

Name

Age

His ownership in SIIG

Nationality

His ownership in Petrochem

83
years
old

Mr Hamad bin
Saud Al
Sayari

General
Organization for
Social
Insurance

1,150,000 1,150,000

11/04/2019G

None

None

Member
of the
IndepenBoard
dent
of Directors

11/04/2019G

None

None

45
years
old

Member
of the
IndepenBoard
dent
of Directors

11/04/2019G

None

None

Mr Iyad
bin
Abdulrah- Saudi
man Al
Hussein

44
years

Member
of the
Non-exBoard
ecutive
of Directors

General
Organization for
Social
Insurance

11/04/2019G

None

None

Mr Abdulrahman
Saudi
bin Saleh
Al Smael

53
years

Member
of the
Non-exBoard
ecutive
of Directors

-

11/04/2019G

Mr Ziad
Mohammed Al
Shiha

Source: Petrochem and SIIG.
*

Employment Date

Petrochem has not redeemed or purchased any of its shares during the twelve-months prior to the Offer Period (which
began on 21/03/1443H (corresponding to 27/10/2021G) until the date prior to publishing of this Circular.

Membership status

6.1

The indirect interest includes shares owned by:
-

Relatives of a Board Member

-

Companies controlled by the Board Member.

1,000

None

1,000

0.0002%

1,000

None

1,000

0.25%

0.00002%
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6.4

The members of the Petrochem Board of Directors have not dealt in Petrochem shares or SIIG’s shares during the
twelve months prior to the Offer Period (which started on 21/03/1443H (corresponding to 27/10/2021G) until the date
prior to publishing this Circular.

6.5

GIB Capital, its subsidiaries and affiliates (together, GIB Capital Group) is a financial services company that works in
the securities’ field, investment management and fortune management. In its ordiary course of business, GIB Capital
Group, its board members, its executives and employees invest (as a principal or through investment funds which
invest as principal) in companies’ securities, including Petrochem and SIIG. Exept the shares owned by GIB Capital
in Petrochem and SIIG on behalf of its clients pursuant to swap agreements, GIB Capital does not own any shares in
Petrochem and SIIG.

6.6

Except for SIIG’s ownership interest in Petrochem, and what is stated in this section, there are no shars in Petrochem
and SIIG owned or controlled by any of the following: (1) a subsidiary of Petrochem; (2) a pension fund affiliated
with Petrochem or any of its subsidiaries; (3) any of Petrochem’s advisors; or (4) any person Acting in Concert with
Petrochem. None of the aforementioned persons in this clause have dealt in Petrochem or SIIG shares during the Offer
Period until the date prior to publishing this Circular.

6.7

Except as stated in this section, there are no shares in Petrochem or SIIG which are managed on a discretionary basis
by a fund manager related to Petrochem.

6.8

Except as stated in this section, no Petrochem-related fund manager has dealt in the shares of Petrochem or SIIG
during the Offer Period and until the date prior to publishing this Circular.

16

7.

Material Agreements of Petrochem

Except for the Implementation Agreement and the MOU, Petrochem did not enter into any Material Agreement outside the
scope of its normal activity during the two years preceding the beginning of the Offer Period that amount to 10% or more of
Petrochem’s annual revenues, according to its financial statements of the financial year ended 31 December 2020G.

7.1

Implementation Agreement

Petrochem and SIIG entered into an Implementation Agreement dated 21/03/1443H (corresponding to 27/10/2021G),
which sets out the terms and conditions of the Transaction including Petrochem’s and SIIG’s obligations in relation to the
implementation of the Transaction. The Implementation Agreement includes a number of warranties provided by Petrochem
and SIIG on a reciprocal basis as well as a number of business conduct restrictions.
The Transaction is subject to the approval of Petrochem’ Selling Shareholders and SIIG shareholders. According to Article 3(n)
of the Merger and Acquisition Regulations, a shareholder who owns shares in both SIIG and Petrochem can only vote on the
Acquisition Resolutions in the EGM of one of the companies. For further details in relation to the voting of shareholders in the
EGM, please refer to Section 9 (Procedures Required for Completion of the Transaction) of this Circular.

7.1.1

The Terms and Conditions of the Implementation Agreement

The Implementation Agreement contains a number of conditions which are required to be satisfied for Completion of the
Transaction. The two companies have committed to satisfy such conditions as soon as possible and to coordinate with each
other in order to satisfy these conidtions. They have also agreed pursuant to the Implementation Agreement not to amend or
assign any of the conditions without the written approval of both companies, which are summaried as follows:
1. The obtaining of all required approvals of the CMA with respect to the Transaction;
2. The approval of the listing of the New SIIG Shares on Tadawul and the obtaining of any other approvals which
Tadawul may require with respect to the Transaction;
3. The obtaining of the approval of the requisite majority of SIIG’s shareholders on the Acquisition Resolutions.
4. The obtaining of the approval of the requisite majority of Petrochem’s shareholders on the Acquisition Resolutions.
5. No Material Adverse Event having occurred and the continuation thereof.
6. No breach of the warranties provided by Petrochem and SIIG having occurred, unless such breach is capable of
remedy, where the breach has been remedied to the reasonable satisfaction of the non-breaching party, which
are as follows:
a. Both parties have the authority to sign on the Implementation Agreement, includimg the obligations therein;
b. The Obligations arising form the Implementation Agreement are binding to both parties;
c. That signing the Implementation Agreement and the fulfilment of the obligation therefrom will not lead to a
material breach of the bylaws of both parties;
d. the execution and delivery of, and the performance by it of its obligations under, the Implementation
Agreement will not result in a material breach of, or constitute a default or give rise to any right of termination
or any right of material variation (in price or services or otherwise) under, any Material Agreement (as defined
in the Implementation Agreement) to which it is a party or by which it is bound, other than as disclosed
to the other party. Pursuant to the Implementation Agreement, the Material Agreements referred to in this
paragraph are: (i) any agreement with a value equal to or greater thn ten million (10,000,000) USD; (ii)
any other agreement that considered material for reasons apart from its financial value, such as that its
termination results in a material adverse event on Petrochem or SIIG and subsidiaries (as applicable);
e. all information provided to the other party in connection with the Transaction (including during the course of
the due diligence process) was as at the date as to which it speaks true and accurate in all material respects
and not misleading in any material respect ; and
f.

No material information was withheld by the other party in the context of the Transaction.

7. No governmental body in the KSA having issued any order or judgment which prohibits the Transaction in
accordance with the terms of Implementtion Agreement.
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7.1.2

Conduct of Business Restrictions

The Implementation Agreement included an obligation on the two companies to refrain from taking particular actions in breach
of specific restrictions as stipulated in the Implementation Agreement relating to their conduct of business during the period
between the date of enering into the Implementation Agreement until the Effective Date or the date on which the Implementation
Agreement is terminated in accordance with its terms and conditions (whichever occurs earlier) without obtaining the consent
of the other party, provided that the other party cannot withhold its consent without a reasonable cause.
In the event that one of the two companies violates any of these restrictions and such violation results in the occurrence of a
Material Adverse Event, the other party will then have the right to terminate the Transaction Agreement pursuant to a notice to
be submitted to the violating party, (for further details on the termination provisions of the Implementation Agreement, refer to
Section 7.1.4 “Termination of the Implementation Agreement” of this Circular.
The restrictions related to the conduct of business set out in the Implementation Agreement require that none of the two
companies or any of their respective Subsidiaries, act or agree to act, in a way that would violate any of these restrictions,
unless this is legally required. A summary of these restrictions are set out as follows:
1. limiting the business that the company and members of its group carry out to its ordinary course and in all
material respects consistent with past practice (except where such practice would contravene applicable law);
2. not to alter the general nature or scope of its businesses in any material way or enter into any material new lines
of business;
3. in respect of Petrochem and SIIG only (i.e. excluding their respective Subsidiaries), not to declare, make, set
aside or pay any dividend or other distribution (whether in cash, shares or other property) for any period;
4. not to acquire or dispose of any physical asset, or enter into or amend any agreement or incur any commitment
to do so, in each case involving consideration, expenditure or liabilities in excess of USD 250,000,000 (or
equivalent); or
5. not to make any amendments to its share capital or its constitutional documents.

7.1.3

Governance Arrangements

Subject to the receipt of relevant regulatory and shareholders approvals of both companies, both companies agreed pursuant to
the Implementation Agreement to take the necessary procedures relating to the composition of SIIG’s board Post-Completion,
which will be subject to the following changes:
1. The nomationation of two (2) members (who shall be nominated by Petrochem’s board within no less than
thirty (30) Business Days period prior to the Effective Date) to fill the two vacant seats at SIIG’s board PostCompletion.
2. SIIG will procure two vacant seats for the individuals that will be nominated by Petrochem’s board of directors
through increasing the number of members on SIIG’s board from nine (9) members to ten (10) members, and
procuring the resignation of one member of SIIG’s board, on the Completion date of the Transaction.
As a result of the above changes, it is expected that following Completion of the Transaction, the composition of SIIG’s board
will be as follows:
y

The General Organization for Social Insurance, which is a Shareholder of SIIG and a Substantial Shareholder in
Petrochem, will have representatives in SIIG’s board on the Completion date noting that the General Organization
for Social Insurance currently has two (2) two representatives at SIIG’s boards of directors.

y

Two (2) individuals nominated by Petrochem’s board will be nominated to be members of SIIG’s board following
Completion of the Transaction.

y

The remaining members will be from the then current board of directors of SIIG.

These changes will only take effect upon the Completion of the Transaction. Until then, the current boards and executive
management teams of both companies will continue to lead their respective companies independently.
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7.1.4

Termination of the Implementation Agreement

The Implementation Agreement shall be terminated with immediate effect and thus all the rights and obligations of the two
companies under the Implementation Agreement (with the exception of some rights and obligations that remain binding even
after the termination of the Implementation Agreement, including provisions related to confidentiality and dispute resolution and
notifications) will be terminated in any of the following cases:
1. Either party provides notice of termination of the Implementation Agreement to the other party following breach
by the other party of the Implementation Agreement where such breach has a Material Adverse Event. Cases of
breach in this context include the following;
a. to breach the obligations set out in clause (5) of the Implementation Agreement which relates to the
preparation and submission of required documentation to the CMA to approve the Offer Document and and
SIIG’s capital increase application, as well as the provision of all required information to facilitate the other
party in preparing such documents.
b. to breach any restrictions on the conduct of business as set out in Section (7.1.2) “Conduct of Business
Restrictions” of this Circular without the written consent of the other party.
c. to breach any of the warranties (as set out in section (7.1.1) “The Terms and Conditions of the
Implementation Agreement” which stipulate that all information provided to the other party in connection
with the the Tranaction including information provided during the course of the the due diligence process,
and information provided for the purpose of preparing the Transaction documents, including this Circular,
was as at the date as to which it speaks true and accurate (in all material respects); and the warratines which
stipulates that neither party has knowingly withheld any information that is material in the context of the the
Transaction from the other party.
d. to breach of the warranties relating to the accuracy and completeness of any information (in all the material
aspects) provided to the other party after the date on which the Implementation Agreement was signed
including information that was provided for the purpose of preparing the Transaction documents, including
this Circular.
2. The Effective Date does not occur on or prior to the long-stop date being on 26/10/2022G (unless both parties
agree on another date in writing).
3. Failing to satisfy the conidtions of the Implementation Agreement, or waive any conditions thereof prior to or on
the long-stop date being on 26/10/2022G (unless both parties agree on another date in writing).
4. Both parties agree to terminate the Implementation Agreement in writing.
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8.

Zakat and Tax

The Transaction may result in Zakat or tax dues on Petrochem’s Selling Shareholder whether inside or outside the Kingdom. If
any shareholder has an inquiry or a question in relation to his/her tax or Zakat statues, such shareholder has to consult a tax
advisor who is independent, specialized and licensed by the relevant authorities.
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9.

Procedures Required for Completion of the
Transaction

Subject to satisfying all conditions set out in the Implementation Agreement set out above, there are main procedure required
to be completed for Completion of the Transaction, which are as follows:

9.1

Government Approvals

A number of regulatory approvals must be obtained for the purposes of the Transaction, which are as follows:
a. CMA approval for the Capital Increase request and publication of the Offer Document.
b. Tadawul approval for the listing of the Consideration Shares
c. MOC approval for the proposed amendments to SIIG’s bylaws (as set out in Annex 1 of this Circular)
d. CMA approval to publish the invitation for Petrochem EGM and SIIG EGM with respect to the Transaction. The
EGM date will be announced on the Tadawul’s website.
Except for obtaining the approval of the CMA to publish the invitiation for Petrochem EGM and SIIG EGM with respect to the
Transaction, all the government approvals demonstrated above were obtained.
It should be noted that Petrochem and SIIG received a letter from the GAC on 14/11/1442H (corresponding to 24/06/2021G)
advising that it is not required to report the Transaction to the GAC, since the Transaction will not result in an economic
concentration that would render it conditional upon receiving a non-objection note from the GAC for completion thereof.

9.2

Approval of the EGM

Completion of the Transaction is conditional upon obtaining the approvals at the respective EGMs of Petrochem and SIIG,
which are as follows:
1. obtaining the requisite majority approval (which is represented by at least three quarters of the shares
represented at the meeting) which of Petrochem shares represented at the Petrochem EGM on the Acquisition
Resolutions.
2. obtaining the requisite majority approval (which is represented by at least three quarters of the shares
represented at the meeting) of SIIG shares represented at the SIIG EGM on the Acquisition Resolutions.
Petrochem and SIIG will submit an application to the CMA to obtain its approval to convene Petrochem EGM and SIIG EGM
shortly after the publication of this Circular. Following the CMA approval, Petrochem and SIIG will publish the inivitation for
the respective EGMs, which shall be convened within a maximum period of twenty-eight (28) Business Days from the date of
publishing this Circular (or any other date as agreed between the two companies and approved by the CMA).
All shareholders who appear in the shareholder register of Petrochem and SIIG (as applicable) by the end of trading on the
same day of the relevant EGM will be eligible to vote (whether in person or via proxy or through electronic voting). Furthermore,
pursuant to the requirements of Article 3(n) of the Merger and Acquisition Regulations, a shareholder who holds shares in both
Petrochem and SIIG can only vote on Acquistion Resolutions in the EGM of on the companies.
Whilst all shareholders of Petrochem have the right to vote on the resolutions proposed at the Petrochem EGM to approve
the Transaction (unless they are restricted due to a conflict of interest or any other restriction imposed by the relevant Saudi
laws and regulations) , shareholders residing outside of Saudi Arabia are hereby made aware that this Circular was not filed,
notified or registered with any regulatory authority outside Saudi Arabia. Therefore, if a shareholder is based in a jurisdiction
where voting on the Transaction based on this Circular required any steps to be taken by Petrochem to lawfully enable
such shareholder to vote on the Acquistion then that shareholder should not vote on the resolutions to be proposed at the
Petrochem EGM. If such shareholder has nevertheless voted on the Acquistion Resolutions, then Petrochem reserves the
right, after agreeing with SIIG, not to proceed with the Acquistion unless the relevant resolutions are approved by the requisite
majorities without counting the vote of that shareholder.
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For the avoidance of doubt, if the Acquistion are approved by the requisite number, which at least three-fourths of the shares
present, of Petrochem shares at the Petrochem EGM, and the other Acquistion conditions were met, the Petrochem’s Selling
Shareholders (including those who voted against or did not vote on the Acquistion Resolutions) will not become holders of any
shares in Petrochem as Petrochem will be de-listed and will become a joint-stock company fully owned by SIIG. They shall
receive, in return, Consideration Shares in SIIG as per the terms and conditions of the Transaction, following the Completion
of the Transaction.
The Petrochem EGM will be valid if attended by shareholders representing at least half of Petrochem capital, whether in person,
by proxy, or via virtual voting (electronically). If this quorum is not present in the first meeting, an invitation to the second meeting
should be sent. The second meeting can be convened after one hour from the end of the designated time for the first meeting
(subject to the condition that the invitation to the first meeting should contain this). The second meeting will be valid if attended
by shareholders representing at least quarter of the share capital. If the required quorum is not present in the second meeting,
Petrochem will apply to the CMA to obtain its approval to hold a third EGM. Once Petrochem obtains the CMA approval,
Petrochem will publish the invitation to the EGM which will be convened after a period not less than 21 days from the date
of publishing the invitation. The third meeting will be valid regardless of the represented number of shares. The Acquisition
Resolutions will be passed if approved by three quarters of the represented shares, whether in person, by proxy, or through
virtual voting (electronically), in Petrochem EGM for the Transaction. Petrochem will announce the procedures for attending and
voting on the resolutions in the invitiation to the Petrochem EGM for the Acquistition.

9.3

Completion of the Transaction

Upon approval of the Acquisition Resolution by the shareholder of both companies, the Acquisition Resolutions shall become
effective, and the ownership of all Petrochem’s shares shall be transferred to SIIG. Petrochem’s shares shall be de-listed and
it shall become fully owned by SIIG. As a result of the Transaction, SIIG shall issue the Consideration Shares for Petrochem’s
Selling Shareholders that appear on the share register of Petrochem immediately after the close of the second trading period
following the Effective Date.

22

10.

Additional Information

Section 1 (“Risk Factors”) in the Offer Document includes a number of risk factors related to the Transaction and the operational
risks, in addition to the risks associated with the economic and regulatory environment. as such, this section of the Offer
Document should be carefully read before taking any decision to vote on the agenda of Petrochem EGM for the Transaction.
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11.

Exemptions

The Capital Market Authority has exempted the General Organization for Social Insurance (as a Related Party) from the
requirements of Article 3(o) and Article 48 of the Merger and Acquisition Regulations, in which the General Organization for
Social Insurance shall be entitled to vote on the Acquisition Resolutions in the relevant General Assembly, subject to the
voting restrictions by a shareholder who owns shares in both companies, except in the General Assembly regarding the
Acquisition for one of the both companies, and the restrictions on not voting by their representatives in the meeting of the
Board of Directors or any of the committees. It should be noted that SIIG (as a Related Party) shall not be entitled to vote on
the Acquisition Resolutions in the Petrochem EGM.
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12.

Documents Available for Inspection

Petrochem shall provide copies of the following documents for inspection at its headquarter during the ordinary business hours
in any Business Day from the date of publishing this Circular until the end of the Offer Period:
1. Bylaws of Petrochem and SIIG;
2. The consolidated financial statements of Petrochem and SIIG for the financial years ending on 31 December
2018G, 2019G, 2020G;
3. Petrochem’s summarized consolidated interim financial statements (unaudited) for the three and six month
periods ending on 30 June 2021G, and the summarized consolidated financial statements (unaudited) for the
three and nine month periods ending on 30 September, 2021G;
4. SIIG’s summarized consolidated interim financial statements (unaudited) for the three and six month periods
ending on 30 June, 2021G and the summarized consolidated financial statements (unaudited) for the three and
nine month periods ending on 30 September, 2021G;
5. Implementation Agreement; and
6. Letters from the advisors approving the use of their names, logos, and statements in this Circular.

25

Annex (1): Independent Advice Provided by the Financial Adviser
17 November 2021G
Board of Directors
National Petrochemical Company (Petrochem)
P.O. Box 99833, Riyadh 11625, Kingdom of Saudi Arabia

Members of the Board of Directors:
This fairness opinion has been prepared for National Petrochemical Company (“Petrochem” or the “Company”) in relation to
the proposed acquisition, pursuant to the implementation agreement dated 27 October 2021G (the “Agreement”), by Saudi
Industrial Investment Group (“SIIG” or the “Offeror”) of 240,000,000 Petrochem’s shares (which are Petrochem’s shares that
are not owned by SIIG) in exchange for the issuance of 304,800,000 new shares in SIIG (the “Consideration Shares” and
the “Transaction”). This equates to 1.27 shares in SIIG for each share of the Company (the “Exchange Ratio”). Following
completion of the Transaction, the non-SIIG shareholders of Petrochem will together own 40.38% of the enlarged share capital
of SIIG. The Transaction will be completed in accordance with the applicable rules and regulations of Saudi Arabia (including
the Merger and Acquisition Regulations issued by the Board of the Capital Market Authority (“CMA”) and the Companies
Regulations issued under Royal Decree M/36, dated 28/1/1437H as amended since then to the date of this opinion).
Pursuant to the above, you have asked for our opinion, as independent financial advisor to Petrochem pursuant to the terms
of the engagement letter dated 6 April 2021G, as to whether the Exchange Ratio is fair from a financial point of view to the
Company.
Relationship with GIB Capital
We have worked as an independent financial advisor to Petrochem in relation to the Transaction and expect to receive a fee
from Petrochem for the services rendered to it in connection with the Transaction. Petrochem has also agreed to reimburse
certain expenses arising, and indemnify us against certain liabilities that may arise, out of our engagement and Petrochem’s
and our rights and obligations to each other are governed by the engagement letter dated 6 April 2021G.
GIB Capital has provided advisory and financial services, and other services to Petrochem and has received fees for the
performance of these services and may continue to provide these services to Petrochem and to receive fees for them in the
future. In the ordinary course of its business, GIB Capital, its employees, and funds or other entities that they manage or
in which they invest or have other economic interests or with which they co-invest, may at any time purchase, sell, hold or
effectively trade in securities, derivatives, loans or other financial instruments of Petrochem and/or SIIG offered to them for their
own account or customer accounts as relevant, and may therefore have long or short positions in the securities mentioned at
any time.
Scope of our review:
In connection with this opinion, we have reviewed:
y

certain publicly available financial statements and other business and financial information of the Company and the
Offeror, respectively;

y

information in relation to Petrochem and SIIG, the unconsolidated holding companies and their operating subsidiaries
(the “Operating Companies”);

y

the financial terms of the Transaction;

y

the Agreement;

y

the annual audited standalone financial statements of the Operating Companies for the years ended 31 December
2018G, 2019G and 2020G and the interim management accounts for the six month period ended 30 June 2021G;

y

the business plan, internal unaudited financial analyses and forecasts of business, profits, cash flows, assets, liabilities
and future prospects of the Operating Companies (the “Forecasts”);

y

various reports and studies prepared for Petrochem and SIIG such as financial due diligence, legal due diligence,
technical due diligence, market studies and third party data in relation to assumptions commonly used in valuation
exercises and analyses and applied certain assessments commonly used in such analyses and valuations;

y

information relating to certain strategic, financial and operational benefits anticipated from the Transaction;

y

market prices and volumes of Petrochem’s and SIIG’s ordinary shares traded on the Saudi Stock Exchange (Tadawul)
over a 52-week period prior to the date of the Agreement; and

y

the financial terms of certain business combinations in the petrochemicals industry and performed such other studies
and analyses, and considered such other factors, as we deemed appropriate for the purposes of this opinion.
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We have held discussions with members of the senior management of Petrochem as well as the operator of the subsidiaries,
associates and affiliates of SIIG and Petrochem regarding their assessment of the past and current business operations,
financial condition and future prospects of the Offeror and Petrochem as well the strategic rationale for, and the potential
benefits of, the Transaction.
For the purposes of rendering this opinion, we have, with your consent, relied upon and assumed the accuracy and
completeness of (in each case without independent verification) all of the financial, legal, regulatory, tax, market, accounting
and other information provided to, discussed with or reviewed by, us without assuming any responsibility for independent
verification thereof. In this regard, we have assumed, with Petrochem’s consent, that the Forecasts have been reasonably
prepared on a basis reflecting the best currently available estimates and judgments of the management of Petrochem and
the Offeror as at the date of the Agreement (the “Agreement Date”). Further, for the purpose of our analysis, we have not
obtained or been furnished with any independent valuation or appraisal of the assets or liabilities of Petrochem, SIIG or any
of the Operating Companies. GIB Capital shall not be liable in connection with this opinion for any incomplete or inaccurate
information received from any person, and GIB Capital has assumed, with your consent, that the information provided to it is
correct and accurate and has therefore relied upon it for this opinion.
We have assumed that all governmental, regulatory or other consents and approvals necessary for the consummation of
the Transaction will be obtained without any adverse effect on Petrochem, the Offeror or the Operating Companies or on the
expected benefits of the Transaction in any way which may be meaningful to our analysis. We also have assumed that the
Transaction will be consummated on the terms set forth in the Agreement, without the waiver or modification of any term or
condition the effect of which would, in any way, be meaningful to our analysis.
Our opinion does not address the underlying business decision of Petrochem to engage in the Transaction, or the relative
merits of the Transaction as compared to any strategic alternatives that may be available to Petrochem, nor does it address
any legal, regulatory, tax or accounting matters. This opinion addresses only the fairness from a financial point of view to
Petrochem, as of the Agreement Date, of the Exchange Ratio pursuant to the Agreement.
We do not express any view on, and our opinion does not address, any other term or aspect of the Agreement or the
Transaction, or any term or aspect of any other agreement or instrument contemplated by the Agreement or entered into or
amended in connection with the Transaction, including the fairness of the Transaction to, or any consideration received in
connection therewith by, the holders of any class of securities, creditors, or other constituencies of Petrochem, nor as to the
fairness of the amount or nature of any compensation to be paid or payable to any of the officers, directors or employees of
Petrochem or the Offeror, or any class of such persons in connection with the Transaction, whether relative to the Consideration
Shares pursuant to the Agreement or otherwise.
We are not expressing any opinion as to the price at which ordinary shares of Petrochem or SIIG will trade at any time or as
to the impact of the Transaction on the viability of Petrochem or the Offeror or the ability of Petrochem or the Offeror to pay
their respective obligations when they become due. Our opinion is necessarily based on economic, monetary, market and
other conditions as in effect on, and the information made available to us as of, the Agreement Date and we assume no
responsibility for updating, revising or reaffirming this opinion based on circumstances, developments or events occurring after
the Agreement Date.
We have acted as an independent financial advisor to the Board of Directors of the Company in connection with the Transaction
and will receive a fee for our services, part of which is contingent upon the closing of the Transaction. Our advisory services and
the opinion expressed herein are provided solely for the information and assistance of the Board of Directors of Petrochem in
connection with its consideration of the Transaction and such opinion does not constitute a recommendation as to how any
holder of ordinary shares of Petrochem should vote with respect to the Transaction or any other matter.
Please note that the scope of our review was completed on the Agreement Date and there may be events, developments and
changes in circumstances subsequent to this date which may render the basis of our opinion wholly or partly superseded by
such events.
This opinion is for the benefit of the Board of Directors of the Company only and in connection with and for the purposes of its
evaluation of the Transaction only. The opinion may not be used for any other purpose without our prior written consent. This
opinion may not be disclosed, referred to, or communicated (in whole or in part) to any third party for any purpose whatsoever,
unless the prior written consent of GIB Capital is obtained in advance. We have given, and not withdrawn, our consent to the
inclusion of this opinion in Petrochem’s Board Circular, subject to our prior review and approval of its terms, but it may not
otherwise be disclosed publicly in any manner without our prior written approval.
Based upon and subject to the foregoing, we are of the opinion as at the Agreement Date that the Exchange Ratio is fair from
a financial point of view to the Company.
Yours sincerely,
Osamah Shaker
Chief Executive Officer

