
 

 

 

   

 

IMPORTANT NOTICE 

NOT FOR DISTRIBUTION TO ANY U.S. PERSON OR TO ANY PERSON OR ADDRESS IN 

THE UNITED STATES 

IMPORTANT: You must read the following notice before continuing. The following notice applies to 

the attached prospectus following this page (the Prospectus), whether received by email, accessed from 

an internet page or otherwise received as a result of electronic communication, and you are therefore 

advised to read this notice carefully before reading, accessing or making any other use of the Prospectus. 

In reading, accessing or making any other use of the Prospectus, you agree to be bound by the following 

terms and conditions and each of the restrictions set out in the Prospectus, including any modifications 

made to them from time to time, each time you receive any information from Saudi Electricity Global 

SUKUK Company 4 (the Issuer) or Saudi Electricity Company (SEC) as a result of such access. 

RESTRICTIONS: NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER 

TO SELL OR A SOLICITATION OF AN OFFER TO BUY THE CERTIFICATES IN ANY 

JURISDICTION. ANY CERTIFICATE TO BE ISSUED HAS NOT BEEN AND WILL NOT BE 

REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE 

SECURITIES ACT), OR WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE 

OF THE UNITED STATES OR OTHER JURISDICTION. THE CERTIFICATES MAY NOT BE 

OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED DIRECTLY OR INDIRECTLY 

WITHIN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. 

PERSONS (AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT), EXCEPT 

PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE 

REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE OR 

LOCAL SECURITIES LAWS. 

CONFIRMATION OF YOUR REPRESENTATION: By accepting this e-mail and accessing, reading 

or making any other use of the attached document, you shall be deemed to have represented to Citigroup 

Global Markets Limited, First Abu Dhabi Bank PJSC, HSBC Bank plc, Mizuho International plc, MUFG 

Securities EMEA plc, Natixis, SMBC Nikko Capital Markets Limited and Standard Chartered Bank 

(together, the Joint Lead Managers), Saudi Electricity Global SUKUK Company 4 (in any capacity), 

SEC and HSBC Corporate Trustee Company (UK) Limited that (1) you have understood and agree to the 

terms set out herein, (2) you are (or the person you represent is) not a U.S. person (within the meaning of 

Regulation S under the Securities Act) or acting for the account or benefit of a U.S. person and the 

electronic mail address that you have given to us and to which this e-mail has been delivered is not 

located in the United States, its territories and possessions (including Puerto Rico, the U.S. Virgin Islands, 

Guam, American Samoa, Wake Island and the Northern Mariana Islands) or the District of Columbia (3) 

in respect of the Certificates being offered in the United Kingdom, you are (or the person you represent is) 

a Relevant Person, (4) you consent to delivery by electronic transmission, (5) you will not transmit the 

attached Prospectus (or any copy of it or part thereof) or disclose, whether orally or in writing, any of its 

contents to any other person except with the consent of the Joint Lead Managers, the Issuer and SEC and 

(6) you acknowledge that you will make your own assessment regarding any legal, taxation or other 

economic considerations with respect to your decision to subscribe for or purchase of any of the 

Certificates. 

You are reminded that the Prospectus has been delivered to you on the basis that you are a person into 

whose possession the Prospectus may be lawfully delivered in accordance with the laws of the jurisdiction 

in which you are located and you may not, nor are you authorised to, deliver or disclose the contents of 

the Prospectus, electronically or otherwise, to any other person. Failure to comply with this directive may 

result in a violation of the Securities Act or the applicable laws of other jurisdictions. 

If you received the Prospectus by e-mail, you should not reply by e-mail. Any reply e-mail 

communications, including those you generate by using the “Reply” function on your e-mail software, 

will be ignored or rejected. If you received the Prospectus by e-mail, your use of this e-mail is at your 

own risk and it is your responsibility to take precautions to ensure that it is free from viruses and other 

items of a destructive nature. 

The materials relating to the offering do not constitute, and may not be used in connection with, an offer 

or solicitation in any place where such offers or solicitations are not permitted by law. If a jurisdiction 



 

 

 

   

 

requires that the offering be made by a licensed broker or dealer and the Joint Lead Managers or any 

affiliate of the Joint Lead Managers is a licensed broker or dealer in that jurisdiction, the offering shall be 

deemed to be made by the Joint Lead Managers or such affiliate on behalf of the Issuer in such 

jurisdiction. 

Under no circumstances shall the Prospectus constitute an offer to sell or the solicitation of an offer to buy 

nor shall there be any sale of the Certificates in any jurisdiction in which such offer, solicitation or sale 

would be unlawful. Recipients of the attached document who intend to subscribe for or purchase the 

Certificates are reminded that any subscription or purchase may only be made on the basis of the 

information contained or incorporated by reference in the Prospectus. 

The Prospectus has been sent to you in an electronic form. You are reminded that documents transmitted 

via this medium may be altered or changed during the process of electronic transmission and 

consequently none of the Joint Lead Managers, the Issuer, SEC or any person who controls or is a 

director, officer, employee or agent of the Joint Lead Managers, the Issuer, SEC or any affiliate of any 

such person accepts any liability or responsibility whatsoever in respect of any difference between the 

Prospectus distributed to you in electronic format and the hard copy version available to you on request 

from the Joint Lead Managers. 

The distribution of the Prospectus and the offer or sale of the Certificates in certain jurisdictions may be 

restricted by law. Persons into whose possession the attached document comes are required by the Joint 

Lead Managers, the Issuer and SEC to inform themselves about, and to observe, any such restrictions. 



  

 

 

   

 

 
SAUDI ELECTRICITY GLOBAL SUKUK COMPANY 4 

(incorporated as an exempted company in the Cayman Islands with limited liability) 

U.S.$800,000,000 Certificates due 2024 

U.S.$1,200,000,000 Certificates due 2028 
The U.S.$800,000,000 Certificates due 2024 (the 2024 Certificates) and the U.S.$1,200,000,000 Certificates due 2028 (the 2028 Certificates and, together with the 

2024 Certificates, (the Certificates) and each a Series) of Saudi Electricity Global SUKUK Company 4 (the Issuer) will be constituted by a declaration of trust (the 

Declaration of Trust) dated 27 September 2018 (the Closing Date) entered into between Saudi Electricity Company (SEC), the Issuer, in its capacity as issuer and as 

trustee (the Trustee) for and on behalf of holders of the Certificates (the Certificateholders) and HSBC Corporate Trustee Company (UK) Limited (the Delegate). 

Pursuant to the Declaration of Trust, the Trustee will declare that it will hold the Trust Assets (as defined herein) in respect of each Series upon trust absolutely for the 

Certificateholders of that Series pro rata according to the face amount of the Certificates held by each Certificateholder in accordance with the Declaration of Trust and 

the terms and conditions of such Certificates (in the case of the 2024 Certificates, the 2024 Conditions and, in the case of the 2028 Certificates, the 2028 Conditions 

and, together, the Conditions. 

On (i) in the case of the 2024 Certificates, the twenty seventh day of January and July in each year, commencing on 27 January 2019, and (ii) in the case of the 2028 

Certificates, the twenty seventh day of March and September in each year, commencing on 27 March 2019 (each a Periodic Distribution Date), the Issuer will pay 

Periodic Distribution Amounts (as defined herein) to the relevant Certificateholders, calculated at the rate of (i) in the case of the 2024 Certificates, 4.222 per cent. per 

annum on the outstanding face amount of the 2024 Certificates as at the beginning of the relevant Periodic Distribution Period (as defined herein) and (ii) in the case of 

the 2028 Certificates, 4.723 per cent. per annum on the outstanding face amount of the 2028 Certificates as at the beginning of the relevant Periodic Distribution Period, 

in each case on a 30/360 day basis. 

The Issuer will pay such Periodic Distribution Amounts solely from the proceeds received in respect of the Trust Assets which include rental payments by SEC in its 

capacity as lessee (the Lessee) under the Ijara Agreement (as defined herein), which rental payments will be equal to the Periodic Distribution Amounts payable to the 

relevant Certificateholders on each Periodic Distribution Date. 

Unless previously redeemed or cancelled in the circumstances described in Condition 10.2, Condition 10.3, Condition 10.4 and Condition 10.5, the 2024 Certificates 

will be redeemed on the Periodic Distribution Date falling on 27 January 2024 and the 2028 Certificates will be redeemed on the Periodic Distribution Date falling on 

27 September 2028 (each a Scheduled Dissolution Date) at the Dissolution Distribution Amount (as defined herein). The Issuer will pay the Dissolution Distribution 

Amount solely from the proceeds received in respect of the Trust Assets which include payments by SEC under the relevant Purchase Undertaking (as defined herein). 

The Certificates will be limited recourse obligations of the Issuer. An investment in the Certificates involves certain risks. Investors should carefully review the 

risks described herein under “Risk Factors”. 

The Certificates have not been and will not be registered under the United States Securities Act of 1933 (the Securities Act) or with any securities regulatory 

authority of any state or other jurisdiction of the United States. The Certificates are being offered and sold outside the United States to non-U.S. persons in 

accordance with Regulation S under the Securities Act (Regulation S), and may not be offered, sold or delivered within the United States or to or for the 

account or the benefit of, U.S. persons as defined in Regulation S under the Securities Act except pursuant to an exemption from, or in a transaction not 

subject to, the registration requirements of the Securities Act and applicable state securities laws. Each purchaser of the Certificates is hereby notified that the 

offer and sale of Certificates to it is being made in reliance on the exemption from the registration requirements of the Securities Act provided by Regulation 

S. 

This Prospectus has been approved by the Central Bank of Ireland (the Central Bank), as competent authority under Directive 2003/71/EC, as amended (the 

Prospectus Directive). The Central Bank only approves this Prospectus as meeting the requirements imposed under Irish and EU law pursuant to the Prospectus 

Directive. Such approval only relates to the Certificates which are to be admitted to trading on a regulated market for the purposes of the Markets in Financial 

Instruments Directive (Directive 2014/65/EU) (as amended, MiFID II) and/or which are to be offered to the public in any Member State of the European Economic 

Area. Application has been made to the Irish Stock Exchange plc trading as Euronext Dublin (Euronext Dublin) for the Certificates to be admitted to the official list 

(the Official List) and trading on its regulated market (the Main Securities Market). The Main Securities Market is a regulated market for the purposes of MiFID II. 

References in this Prospectus to the Certificates being listed (and all related references) shall mean that the Certificates have been admitted to the Official List and 

trading on the Main Securities Market. 

Each Series will be issued in registered form in minimum denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof. Each Series will be 

represented by a global certificate in registered form (each a Global Certificate) deposited on or before the Closing Date with, and registered in the name of the 

nominee of, a common depositary for Euroclear Bank SA/NV (Euroclear) and Clearstream Banking S.A. (Clearstream). Beneficial interests in each Global Certificate 

will be shown on, and transfers thereof will be effected only through, records maintained by Euroclear and Clearstream and their participants. Definitive Certificates 

evidencing holdings of interests in the Certificates of a Series will be issued in exchange for interests in the relevant Global Certificate only in certain limited 

circumstances described herein. 

Each Series is expected to be assigned a rating of A2 by Moody’s Investors Service Ltd. (Moody’s), and a rating of A by Fitch Ratings Limited (Fitch). Each of 

Moody’s, Fitch and S&P Global Ratings Europe Limited, UAE Branch (S&P) has rated SEC, see page 52. 

Each of Fitch, Moody’s and S&P is established in the European Union and is registered under Regulation (EC) No. 1060/2009 (as amended) (the CRA Regulation). As 

such, each of Fitch and Moody’s is included in the list of credit rating agencies published by the European Securities and Markets Authority on its website (at 

http://www.esma.europa.eu/page/List-registered-and-certified-CRAs) in accordance with the CRA Regulation. A rating is not a recommendation to buy, sell or hold the 

Certificates (or beneficial interests therein), does not address the likelihood or timing of repayment and may be subject to revision, suspension or withdrawal at any time 

by the assigning rating organisations. Please also refer to “Credit ratings may not reflect all risks” in the Risk Factors section of this Prospectus. 

The transaction structure relating to the Certificates (as described in this Prospectus) has been reviewed by: the Shari’ah Supervisory Board of Citi Islamic Investment 

Bank; the Fatwa and Shari’ah Supervisory Board of First Abu Dhabi Bank PJSC; the Executive Shari’ah Committee of HSBC Saudi Arabia; the Shari’ah Supervisory 

Board of MUFG Bank, Ltd. (DIFC Branch - Dubai), the Shari’ah advisers of MUFG Securities EMEA plc; the Shari’ah Supervisory Board of Natixis; and the Shari’ah 

Supervisory Committee of Standard Chartered Bank (each, a Shari’ah Adviser and collectively, the Shari’ah Advisers). Prospective Certificateholders should not rely 

on this review in deciding whether to make an investment in the Certificates and should consult their own Shari’ah advisers as to whether the proposed transaction is in 

compliance with Shari’ah principles. 

Joint Lead Managers 

Citigroup First Abu Dhabi Bank PJSC HSBC Mizuho Securities 

MUFG NATIXIS SMBC Nikko Standard Chartered Bank 

 

The date of this Prospectus is 25 September 2018 

http://www.esma.europa.eu/page/List-registered-and-certified-CRAs
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IMPORTANT INFORMATION 

This document constitutes a prospectus for the purposes of Article 5.3 of the Prospectus Directive. 

Each of the Issuer and SEC accepts responsibility for the information contained in this Prospectus. To the best 

of the knowledge and belief of the Issuer and SEC (each having taken all reasonable care to ensure that such is 

the case), the information contained in this Prospectus is in accordance with the facts and does not omit anything 

likely to affect the import of such information. 

This Prospectus is to be read in conjunction with all documents which are deemed to be incorporated in it by 

reference (see “Documents Incorporated by Reference”).  This Prospectus shall be read and construed on the 

basis that those documents are incorporated and form part of this Prospectus. 

This Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Certificates in any 

jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such jurisdiction. The 

distribution of this Prospectus and the offer or sale of Certificates may be restricted by law in certain 

jurisdictions. The Issuer, SEC, the Joint Lead Managers (as described under “Subscription and Sale”) and the 

Delegate do not represent that this Prospectus may be lawfully distributed, or that the Certificates may be 

lawfully offered, in compliance with any applicable registration or other requirements in any such jurisdiction, 

or pursuant to an exemption available thereunder, or assume any responsibility for facilitating any such 

distribution or offering. In particular, no action has been taken by the Issuer, SEC, the Joint Lead Managers or 

the Delegate which is intended to permit a public offering of the Certificates or the distribution of this 

Prospectus in any jurisdiction where action for that purpose is required. Accordingly, no Certificates may be 

offered or sold, directly or indirectly, and neither this Prospectus nor any advertisement or other offering 

material may be distributed or published in any jurisdiction, except under circumstances that will result in 

compliance with any applicable laws and regulations. If a jurisdiction requires that the offering be made by a 

licensed broker or dealer and the Joint Lead Managers or any affiliate of the Joint Lead Managers is a licensed 

broker or dealer in that jurisdiction, the offering shall be deemed to be made by the Joint Lead Managers or such 

affiliate on behalf of the Issuer in such jurisdiction. Persons into whose possession this Prospectus or any 

Certificates may come must inform themselves about, and observe any such restrictions on the distribution of 

this Prospectus and the offering and sale of Certificates. In particular, there are restrictions on the distribution of 

this Prospectus and the offer or sale of Certificates in the United States, the United Kingdom, the United Arab 

Emirates (the UAE) (excluding the Dubai International Financial Centre (the DIFC)), the DIFC, the State of 

Qatar (including the Qatar Financial Centre) (Qatar), the Kingdom of Saudi Arabia (Saudi Arabia or the 

Kingdom), the Kingdom of Bahrain (Bahrain), the Cayman Islands, Hong Kong, Singapore and Malaysia. See 

also “Subscription and Sale”. 

Each of the Joint Lead Managers is acting for the Issuer and SEC and no one else in connection with the 

offering of the Certificates and will not regard any other person (whether or not a recipient of this Prospectus or 

any other offering material relating to the Certificates) as its client in relation to the offer, sale and delivery of 

the Certificates. None of the Joint Lead Managers shall be responsible to anyone other than the Issuer and SEC 

for providing the protections afforded to clients of the Joint Lead Managers, or for providing advice in relation 

to the offering of the Certificates, the contents of this Prospectus or any other offering material relating to the 

Certificates, or any transaction, arrangement or other matter referred to in this Prospectus. 

The Joint Lead Managers have not independently verified the information contained herein. No representation, 

warranty or undertaking, express or implied, is made and no responsibility accepted by the Joint Lead Managers, 

the Agents (as defined in the Conditions) or the Delegate as to the accuracy or completeness of the information 

contained or incorporated by reference in this Prospectus or any other information supplied in connection with 

the Certificates. Each person receiving the Prospectus acknowledges that such person has not relied on any of 

the Joint Lead Managers, the Agents or the Delegate in connection with its investigation of the accuracy of such 

information or its investment decision and each person must rely on its own assessment of the Issuer, SEC or the 

Certificates. None of the Joint Lead Managers nor any of their respective affiliates accepts any responsibility for 

any acts or omissions of the Trustee, SEC or any other person in connection with this Prospectus or the issue 

and offering of the Certificates. Nothing contained in this Prospectus is, or is to be construed as, or shall be 
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relied on as a promise, warranty or representation, whether as to the past or future, by any of the Joint Lead 

Managers, the Agents or the Delegate in any respect. To the fullest extent permitted by law, neither the Joint 

Lead Managers, nor the Agents, nor the Delegate accepts any responsibility whatsoever for the contents of this 

Prospectus. Each of the Joint Lead Managers, the Agents and the Delegate accordingly disclaims all and any 

liability, whether arising in tort, contract or otherwise, which it might otherwise have in respect of this 

Prospectus. 

No comment is made or advice given by the Issuer, SEC, the Joint Lead Managers, the Agents or the Delegate 

in respect of taxation matters relating to the Certificates or the legality of the purchase of the Certificates by an 

investor under any applicable law. 

The contents of this Prospectus are not to be construed as, and shall not be relied on as legal, business or 

tax advice, and each investor should consult its own legal, business, tax and other advisers for any such 

advice that may be relevant to such investor. 

No person is or has been authorised by the Issuer, SEC, the Joint Lead Managers or the Delegate to give any 

information or to make any representation not contained in or not consistent with this Prospectus or any other 

information supplied in connection with the offering of the Certificates and, if given or made, such information 

or representation must not be relied upon as having been authorised by or on behalf of the Issuer, SEC, the Joint 

Lead Managers or the Delegate. 

Neither this Prospectus nor any other information supplied in connection with the offering of the Certificates (a) 

is intended to provide the basis of any credit or other evaluation or (b) should be considered as a 

recommendation by the Issuer, SEC, any of the Joint Lead Managers or the Delegate that any recipient of this 

Prospectus or any other information supplied in connection with the offering of the Certificates should purchase 

any Certificates. Each investor contemplating purchasing any Certificates should make its own independent 

investigation of the financial condition and affairs, and its own appraisal of the creditworthiness, of the Issuer 

and/or SEC. 

Neither the delivery of this Prospectus nor the offer, issue, sale or delivery of the Certificates shall, under any 

circumstances, imply that there has been no change in the affairs of the Issuer, SEC or SEC’s subsidiaries and 

affiliates taken as a whole (the SEC Group) since the date hereof or that the information contained or 

incorporated by reference herein concerning the Issuer and/or SEC and/or the SEC Group is correct as at any 

time subsequent to its date or that any other information supplied in connection with the offering of the 

Certificates is correct as at any time subsequent to the date indicated in the document containing the same. The 

Joint Lead Managers expressly do not undertake to review the financial condition or affairs of the Issuer, SEC or 

the SEC Group during the life of the Certificates or to advise any investor in the Certificates of any information 

coming to their attention or that there has been no change in the affairs of any party mentioned herein since that 

date. 

In connection with the issue and sale of the Certificates, each of the Joint Lead Managers and any of their 

respective affiliates acting as an investor for its own account may take up Certificates and in that capacity may 

retain, purchase or sell for its own account such securities and any securities of the Issuer or SEC or related 

investments, and may offer or sell such securities or other investments otherwise than in connection with the 

issue and sale of the Certificates. Accordingly, references in this Prospectus to the Certificates being offered, 

issued or sold should be read as including any offer, issue or sale of securities to the Joint Lead Managers and 

any of their affiliates acting in such capacity. The Joint Lead Managers do not intend to disclose the extent of 

any such transactions or investments otherwise than in accordance with any legal or regulatory obligation to do 

so. 

In addition, certain of the Joint Lead Managers and their respective affiliates have performed, and may in the 

future perform, various financial advisory, investment banking and/or commercial banking services for, and 

may arrange loans and other non-public market financing for, and enter into derivative transactions with, the 

Issuer, SEC and/or the SEC Group for which they have and may receive customary fees. 
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The Certificates may not be a suitable investment for all investors. Each potential investor in the Certificates 

must determine the suitability of that investment in light of its own circumstances. In particular, each potential 

investor should: 

(i) have sufficient knowledge and experience to make a meaningful evaluation of the Certificates, the 

merits and risks of investing in the Certificates and the information contained or incorporated by 

reference in this Prospectus or any applicable supplement; 

(ii) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its 

particular financial situation, an investment in the Certificates and the impact the Certificates will have 

on its overall investment portfolio; 

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment in the 

Certificates, including Certificates with principal or payment payable in one or more currencies, or 

where the currency for principal or profit payments is different from the potential investor’s currency; 

(iv) understand thoroughly the terms of the Certificates and be familiar with the behaviour of any relevant 

indices and financial markets; and 

(v) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for 

economic, interest rate and other factors that may affect its investment and its ability to bear the 

applicable risks. 

VOLCKER RULE 

The Volcker Rule, which became effective on 1 April 2014, but was subject to a conformance period for certain 

entities that concluded on 21 July 2015, generally prohibits “banking entities” (which is broadly defined to 

include U.S. banks and bank holding companies and many non-U.S. banking entities, together with their 

respective subsidiaries and other affiliates) from (i) engaging in proprietary trading, (ii) acquiring or retaining an 

ownership interest in or sponsoring a “covered fund”, and (iii) entering into certain relationships with “covered 

funds”. The general effects of the Volcker Rule remain uncertain; any prospective investor in the Certificates 

and any entity that is a “banking entity” as defined under the Volcker Rule which is considering an investment 

in the Certificates should consult its own legal advisers and consider the potential impact of the Volcker Rule in 

respect of such investment. If investment by “banking entities” in the Certificates is prohibited or restricted by 

the Volcker Rule, this could impair the marketability and liquidity of such Certificates. No assurance can be 

made as to the effect of the Volcker Rule on the ability of certain investors subject thereto to acquire or retain an 

interest in the Certificates, and accordingly none of the Trustee, SEC, the Joint Lead Managers, the Delegate or 

the Agents, or any of their respective affiliates makes any representation regarding (a) the status of the Trustee 

under the Volcker Rule (including whether it is a “covered fund” for their purposes) or (b) the ability of any 

purchaser to acquire or hold the Certificates, now or at any time in the future. 

NOTICE TO PROSPECTIVE INVESTORS IN THE KINGDOM OF  

SAUDI ARABIA 

This Prospectus may not be distributed in the Kingdom of Saudi Arabia except to such persons as are permitted 

under the Rules on the Offer of Securities and Continuing Obligations issued by the Capital Market Authority of 

Saudi Arabia (the Capital Market Authority). The Capital Market Authority does not make any representation 

as to the accuracy or completeness of this Prospectus, and expressly disclaims any liability whatsoever for any 

loss arising from, or incurred in reliance upon, any part of this Prospectus. Prospective purchasers of the 

Certificates offered hereby should conduct their own due diligence on the accuracy of the information relating to 

the Certificates.  If you do not understand the contents of this Prospectus you should consult an authorised 

financial adviser. 

NOTICE TO PROSPECTIVE INVESTORS IN THE CAYMAN ISLANDS 

No invitation may be made to any member of the public of the Cayman Islands to subscribe for the Certificates 

and this Prospectus shall not be construed as an invitation to any member of the public of the Cayman Islands to 

subscribe for the Certificates. 
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NOTICE TO RESIDENTS OF MALAYSIA 

The Certificates may not be offered for subscription or purchase and no invitation to subscribe for or purchase 

such Certificates in Malaysia may be made, directly or indirectly, and this Prospectus or any document or other 

materials in connection therewith may not be distributed in Malaysia other than to persons falling within the 

categories specified under Schedule 6 or Section 229(l)(b), Schedule 7 or Section 230(l)(b) and Schedule 8 or 

Section 257(3) of the Capital Market and Services Act, 2007 of Malaysia. 

The Securities Commission of Malaysia shall not be liable for any non-disclosure on the part of the Issuer and 

assumes no responsibility for the correctness of any statements made or opinions or reports expressed in this 

Prospectus. 

NOTICE TO RESIDENTS OF THE STATE OF QATAR 

This Prospectus is not intended to constitute an offer, sale or delivery of bonds or other debt financing 

instruments under the laws of Qatar. The Certificates have not been and will not be authorised by the Qatar 

Financial Markets Authority, the Qatar Financial Centre or the Qatar Central Bank in accordance with their 

regulations or any other regulations in Qatar. The Certificates and interests therein will not be offered to 

investors domiciled or resident in Qatar and do not constitute debt financing in Qatar under the Commercial 

Companies Law No. (5) of 2002 or otherwise under any laws of Qatar. 

NOTICE TO PROSPECTIVE INVESTORS IN BAHRAIN 

In relation to investors in the Kingdom of Bahrain, securities issued in connection with this Prospectus and 

related offering documents may only be offered in registered form to existing account holders and accredited 

investors as defined by the Central Bank of Bahrain (CBB) in the Kingdom of Bahrain where such investors 

make a minimum investment of at least U.S.$100,000, or any equivalent amount in other currency or such other 

amount as the CBB may determine. 

This offer does not constitute an offer of securities in the Kingdom of Bahrain in terms of Article (81) of the 

Central Bank and Financial Institutions Law 2006 (decree Law No. 64 of 2006). This Prospectus and related 

offering documents have not been and will not be registered as a prospectus with the CBB. Accordingly, no 

securities may be offered, sold or made the subject of an invitation for subscription or purchase nor will this 

Prospectus or any other related document or material be used in connection with any offer, sale or invitation to 

subscribe or purchase securities, whether directly or indirectly, to persons in the Kingdom of Bahrain, other than 

to accredited investors for an offer outside Bahrain. 

The CBB has not reviewed, approved or registered the Prospectus or related offering documents and it has not in 

any way considered the merits of the securities to be offered for investment, whether in or outside the Kingdom 

of Bahrain. Therefore, the CBB assumes no responsibility for the accuracy and completeness of the statements 

and information contained or incorporated by reference in this document and expressly disclaims any liability 

whatsoever for any loss howsoever arising from reliance upon the whole or any part of the content of this 

document. No offer of securities will be made to the public in the Kingdom of Bahrain and this Prospectus must 

be read by the addressee only and must not be issued, passed to, or made available to the public generally. 

MIFID II PRODUCT GOVERNANCE / PROFESSIONAL INVESTORS AND ECPS ONLY TARGET 

MARKET 

Solely for the purposes of each manufacturer's product approval process, the target market assessment in respect 

of the Certificates has led to the conclusion that: (i) the target market for the Certificates is eligible 

counterparties and professional clients only, each as defined in MiFID II; and (ii) all channels for distribution of 

the Certificates to eligible counterparties and professional clients are appropriate. Any person subsequently 

offering, selling or recommending the Certificates (a distributor) should take into consideration the 

manufacturers' target market assessment; however, a distributor subject to MiFID II is responsible for 

undertaking its own target market assessment in respect of the Certificates (by either adopting or refining the 

manufacturers' target market assessment) and determining appropriate distribution channels. 
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NOTIFICATION UNDER SECTION 309B(1)(C) OF THE SECURITIES AND FUTURES ACT 

(CHAPTER 289) OF SINGAPORE 

In connection with Section 309B of the Securities and Futures Act (Chapter 289) of Singapore and the Securities 

and Futures (Capital Markets Products) Regulations 2018 (the CMP Regulations 2018), each of the Issuer and 

SEC has determined the classification of the Certificates as prescribed capital markets products (as defined in 

the CMP Regulations 2018) and Excluded Investment Products (as defined in the Monetary Authority of 

Singapore Notice SFA 04-N12: Notice on the Sale of Investment Products and the MAS Notice FAA-N16: 

Notice on Recommendations on Investment Products). 

CERTAIN PUBLICLY AVAILABLE INFORMATION 

Certain statistical data and other information appearing in this Prospectus under “Kingdom of Saudi Arabia” 

have been extracted from public sources identified herein. None of the Issuer, SEC or the Joint Lead Managers 

accepts responsibility for the factual correctness of any such statistics or information but the Issuer and SEC 

confirm that such statistics and information have been accurately reproduced and that, so far as the Issuer and 

SEC are aware and have been able to ascertain from statistics and information published by those public 

sources, no facts have been omitted which would render the reproduced statistics and information inaccurate or 

misleading. 

FORWARD-LOOKING STATEMENTS 

This Prospectus contains “forward-looking statements”. For the SEC Group, particular uncertainties arise from 

unanticipated loss of power generation and from numerous other matters of national, regional and global scale, 

including those of a political, economic, business, competitive or regulatory nature. 

The words “anticipate”, “estimate”, “expect”, “believe”, “intend”, “plan”, “may”, “will”, “should” and any 

similar expressions to identify forward-looking statements may be used herein. Prospective purchasers of the 

Certificates are cautioned that actual results could differ materially from those anticipated in forward-looking 

statements. The forward-looking statements contained in this Prospectus are largely based on SEC’s 

expectations, which reflect estimates and assumptions made by SEC’s management. These estimates and 

assumptions reflect SEC’s best judgment based on currently known market conditions and other factors, some 

of which are discussed below. Although SEC believes such estimates and assumptions to be reasonable, they are 

inherently uncertain and involve a number of risks and uncertainties that are beyond its control. In addition, 

assumptions about future events may prove to be inaccurate. We caution prospective purchasers of the 

Certificates that the forward-looking statements contained in this Prospectus are not guarantees of outcomes of 

future performance, and SEC cannot assure any prospective purchasers of the Certificates that such statements 

will be realised or the forward-looking events and circumstances will occur. 

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and 

specific, many of which are beyond our control, and risks exist that the predictions, forecasts, projections and 

other forward-looking statements will not be achieved. These risks, uncertainties and other factors include, 

among other things, those described in the section headed “Risk Factors”, as well as those included elsewhere in 

this Prospectus, and they include: 

 SEC’s obligations under the Transaction Documents and other financing arrangements do not benefit 

from any direct or indirect Government guarantee or other legally enforceable Government backing; 

 The SEC Group has benefitted from significant Government support, and any reduction or delay in the 

level of support provided to the SEC Group could significantly and adversely affect its business, results 

of operations and financial condition; 

 SEC is majority-owned by the Government whose interests may, in certain circumstances, not be 

aligned with the interests of Certificateholders; 

 SEC may not be able to obtain sufficient funding to finance, and may be subject to increased financing 

risk as a result of undertaking increased indebtedness in connection with, its planned capital 

expenditure programme; 
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 Continued disruptions in the global financial markets may adversely affect the SEC Group and its 

ability to secure financing; 

 The SEC Group’s capital expenditure programme is subject to various development and construction 

risks; 

 Electricity tariffs in the Kingdom are not set by SEC and, as a result, may not reflect commercial or 

market terms, including any increases in the SEC Group’s cost of production; 

 The SEC Group is dependent on a single related-party supplier of fuel at prices set by the Government; 

 The SEC Group is reliant upon skilled personnel in the engineering and technical fields and may not be 

able to recruit and retain qualified personnel; 

 The SEC Group may be subject to increased prices for any additional electricity it may be required to 

purchase, which may not be reflected in the tariffs that it is permitted to charge for the supply of 

electricity, and may not be able to obtain any additional electricity it may require; 

 The SEC Group’s counterparties may default on their contractual obligations which may result in 

materially increased costs or losses for the SEC Group; 

 The SEC Group’s forecasts of future demand for electricity in the Kingdom may be inaccurate, which 

may lead to increased costs and operational inefficiency, as a result of too much capacity or the 

inability to meet demand; 

 Restrictive covenants included in certain of SEC’s financing arrangements could materially adversely 

impact its ability to raise financing in the future; 

 The SEC Group may experience equipment failures or such equipment may otherwise not operate as 

planned; 

 The SEC Group may encounter difficulties in implementing its overall strategy and capital expenditure 

programme going forward, or such strategy and expansion plans may ultimately be unsuccessful; 

 The SEC Group’s facilities and operations may be adversely affected by terrorist attacks, natural 

disasters or other catastrophic events over which the SEC Group has no control; 

 The SEC Group may not be able to maintain sufficient insurance coverage for the risks associated with 

the operation of its business; 

 SEC Group companies may be subject to liabilities as a result of any violation of applicable regulations 

affecting the electricity industry in the Kingdom, including environmental and safety standards; 

 The SEC Group may become subject to competition; 

 The SEC Group is involved in ongoing discussions, disputes and litigation with suppliers, regulators 

and other parties, the ultimate outcome of which is uncertain; 

 The SEC Group is subject to economic and political conditions in the Middle East, in general, and in 

the Kingdom, in particular; 

 Legislative and regulatory changes in the Kingdom may adversely affect SEC’s operations; 

 The Kingdom’s economy and the Government’s budget are highly dependent upon revenues from oil; 

and 

 The Government’s efforts to diversify the Kingdom’s economy and effect structural changes may have 

undesirable effects and there can be no assurance that these diversification efforts will be successful. 

Prospective purchasers of the Certificates should be aware that a number of important factors could cause actual 

results to differ materially from the plans, objectives, expectations, estimates and intentions expressed in such 

forward-looking statements. 
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Prospective purchasers of the Certificates should not place undue reliance on forward-looking statements and 

should carefully consider the foregoing factors and other uncertainties and events, especially in light of the 

political, economic, social and legal environment in which we operate. Such forward-looking statements speak 

only as of the date on which they are made. Accordingly, we do not undertake any obligation to update or revise 

any of them, whether as a result of new information, future events or otherwise. We do not make any 

representation, warranty or prediction that the results anticipated by such forward-looking statements will be 

achieved and such forward- looking statements represent, in each case, only one of many possible scenarios and 

should not be viewed as the most likely or standard scenario. These cautionary statements qualify all forward- 

looking statements attributable to us or persons acting on our behalf. 
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STABILISATION 

In connection with the offer, issue and sale of the Certificates, Citigroup Global Markets Limited (the 

Stabilisation Manager) (or any person acting on behalf of the Stabilisation Manager) may effect transactions 

with a view to supporting the market price of the Certificates at a level higher than that which might otherwise 

prevail. There is no assurance, however, that the Stabilisation Manager (or any person acting on behalf of the 

Stabilisation Manager) will undertake any such stabilisation action. Any stabilisation action may begin on or 

after the Closing Date and, if begun, may cease at any time, but must end no later than the earlier of 30 days 

after the issue date of the Certificates and 60 days after the date of allotment of the Certificates. Any 

stabilisation action must be conducted by the Stabilisation Manager (or any person acting on behalf of the 

Stabilisation Manager) in accordance with all applicable laws, regulations and rules. 

MARKET AND INDUSTRY DATA 

Information regarding market position, growth rates and other industry data pertaining to SEC’s business 

contained in this Prospectus consists of estimates based on data reports compiled by professional organisations 

and analysts, on data from other external sources and on SEC’s knowledge of its markets. This data is subject to 

change and cannot be verified with complete certainty due to limits on the availability and reliability of the raw 

data and other limitations and uncertainties inherent in any statistical survey. In many cases, there is no readily 

available external information (whether from trade associations, government bodies or other organisations) to 

validate market- related analyses and estimates, so SEC relies on internally developed estimates. Where SEC 

has compiled, extracted and reproduced market or other industry data from external sources, including third 

parties or industry or general publications, the Issuer and SEC accept responsibility for accurately reproducing 

such data. However, neither the Issuer, SEC nor the Joint Lead Managers have independently verified that data 

and neither the Issuer, SEC nor the Joint Lead Managers makes any representation regarding the accuracy of 

such data. Similarly, while SEC believes its internal estimates to be reasonable, such estimates have not been 

verified by any independent sources and neither the Issuer, SEC nor the Joint Lead Managers can assure 

potential investors as to their accuracy. 

Terms and definitions used in this Prospectus have the meanings set forth below. 

Btu means British Thermal Unit, which is a standard unit of measurement used to denote the amount of heat 

energy in fuels, and is the amount of energy needed to heat one pound of water by one degree Fahrenheit. 

c.km means circuit kilometres. 

GW means gigawatt, which is equal to 1,000 MW. 

GWh means gigawatt-hour, representing one hour of electricity consumption at a constant rate of 1GW. 

KW means kilowatt, representing the rate at which energy is produced. 

KWh means kilowatt-hour, representing one hour of electricity consumption at a constant rate of 1KW. 

KVA means kilovolt-ampere, which is equal to 1,000 VA. 

MMBOE means one million barrels of oil equivalent. 

MMBtu represents one million Btu. 

MW means megawatt, which is equal to 1,000KW. 

MWh means megawatt-hour, representing one hour of electricity consumption at a constant rate of 1MW. 

Non-coincident peak demand means the sum of the peak demands of an individual customer or customer 

group at any time, as opposed to coincident peak demand which means the energy demand by an individual 

customer or customer group during periods of peak system demand. 

VA means volt-ampere which is the unit used for apparent power in an electrical circuit. 
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PRESENTATION OF FINANCIAL INFORMATION 

For all periods up to and including the year ended 31 December 2016, the SEC Group prepared its consolidated 

financial statements in accordance with the generally accepted accounting standards in the Kingdom of Saudi 

Arabia issued by the Saudi Organization for Certified Public Accountants (SOCPA). Effective from 1 January 

2017, the Board of Directors of SOCPA adopted International Financial Reporting Standards (IFRS), which 

required the SEC Group to prepare and present its consolidated financial statements in accordance with IFRS 

adopted in Saudi Arabia and the other standards and guidelines approved by the SOCPA. 

Accordingly, the audited consolidated financial statements of the SEC Group as at and for the financial year 

ended 31 December 2017 (the 2017 Financial Statements) have been prepared in accordance with IFRS as 

endorsed in Saudi Arabia using IFRS 1, ‘First Time Adoption of International Financial Reporting Standards’, 

and the other standards and guidelines approved by the SOCPA. The interim unaudited consolidated financial 

statements of the SEC Group as at and for the six months ended 30 June 2018 (the Interim Financial 

Statements) have been prepared in accordance with IAS 34, ‘Interim Financial Reporting’ as endorsed in Saudi 

Arabia.  

The audited consolidated financial statements of the SEC Group as at and for the financial year ended 31 

December 2016 (the 2016 Financial Statements) have been prepared in accordance with accounting standards 

issued by the SOCPA (Saudi GAAP). Saudi GAAP differs in certain significant respects from IFRS, see 

“Summary of Significant Differences between Saudi GAAP and IFRS”.  

The 2016 Financial Statements, the 2017 Financial Statements and the Interim Financial Statements are together 

referred to in this Prospectus as the Financial Statements. 

Unless otherwise indicated, the statement of financial position, income statement and cash flow financial 

information included in this Prospectus relating to the SEC Group has been derived: 

 in the case of the years ended 31 December 2016 and 2017, from the 2017 Financial Statements 

(including the comparative information as at and for the financial year ended 31 December 2016); and 

 in the case of the six months ended 30 June 2018, from the Interim Financial Statements (including the 

comparative information as at and for the six months ended 30 June 2017). 

The 2017 Financial Statements, the 2016 Financial Statements and the Interim Financial Statements are all 

incorporated by reference in this Prospectus. See “Documents Incorporated by Reference”. 

The 2017 Financial Statements have been audited in accordance with International Standards on Auditing as 

endorsed in the Kingdom of Saudi Arabia and the 2016 Financial Statements have been audited in accordance 

with auditing standards generally accepted in the Kingdom of Saudi Arabia, in each case by KPMG Al Fozan & 

Partners who have issued unqualified auditor reports thereon. The Interim Financial Statements have been 

reviewed by KPMG Al Fozan & Partners in accordance with the International Standard on Review 

Engagements 2410, ‘Review of Interim Financial Information Performed by the Independent Auditor of the 

Entity’, who have issued an unqualified review report thereon. 

SEC’s financial year ends on 31 December, and references in this Prospectus to any specific year are to the 12-

month period ended on 31 December of such year. 

SEC publishes audited financial statements on an annual basis and unaudited interim financial information on a 

quarterly basis in respect of each quarter ended March, June and September. 

Certain figures and percentages in this Prospectus have been subject to rounding adjustments. Accordingly, 

figures shown for the same category presented in different tables may vary slightly, and figures shown as totals 

in certain tables may not be an arithmetic aggregation of the figures that precede them. 
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CURRENCY INFORMATION 

In this Prospectus, references to: 

 U.S.$ or U.S. dollars refer to the lawful currency of the United States of America; and 

 SAR or Saudi Arabian riyals refer to the lawful currency of the Kingdom of Saudi Arabia. The 

reporting currency of SEC is Saudi Arabian riyals and its share capital is denominated in Saudi Arabian 

riyals. 

Since 2003, the Saudi Arabian riyal has officially been pegged to the U.S. dollar at SAR 1.00 to U.S.$0.2667. 

ENFORCEMENT OF JUDGMENTS AND SERVICE OF PROCESS 

SEC is incorporated pursuant to Royal Decree No. M/16 dated 06/09/1420H (corresponding to 13/12/ 1999G) as 

a joint stock company under the laws of the Kingdom of Saudi Arabia. Its commercial registration number is 

1010158683 and its headquarters is in Riyadh, the Kingdom of Saudi Arabia. Its address is, Oasis Granada 

Tower, P.O. Box 22955, Riyadh 11416, Kingdom of Saudi Arabia, and its telephone number is +966 11 

4053227. The issuer is Saudi Electricity Global SUKUK Company 4, a Cayman Islands exempted company 

with limited liability, which was incorporated on 21 June 2018 under the Companies Law (as amended) of the 

Cayman Islands. Its company registration number is 338694. The registered office of the Issuer is at c/o Walkers 

Fiduciary Limited, Cayman Corporate Centre, 27 Hospital Road, George Town, Grand Cayman, KY1-9008, 

Cayman Islands, and its telephone number is +1 345 814 7600. A substantial portion of the Issuer’s and SEC’s 

assets are located in jurisdictions outside the United Kingdom. As a result, prospective investors may have 

difficulties effecting service of process in the United Kingdom upon SEC in connection with any arbitration 

process or lawsuits related to the Certificates or the Transaction Documents (as defined below), including 

actions arising under the laws of England. 

The Certificates and any non-contractual obligations arising out of or in connection with them are governed by 

English law and disputes in respect of them may be settled through arbitration under the LCIA Rules in London, 

England. In addition, actions in respect of the Certificates may be, at the option of the Trustee and the Delegate, 

brought in the English courts. Whilst the option made in favour of the Trustee and the Delegate to elect for 

arbitration or the English courts is valid under English law and is not restricted under Saudi Arabian law, 

investors should note that there are no Saudi Arabian court precedents confirming the validity of this option and 

as such there can be no assurance whether the Saudi Arabian courts will recognise and enforce any arbitral 

award or judgment made under this option. 

The Kingdom of Saudi Arabia is a signatory to the New York Convention on Recognition and Enforcement of 

Arbitral Awards (1958) and as such, any arbitral award could be enforceable in the Kingdom of Saudi Arabia 

but subject to filing a legal action for recognition and enforcement of foreign arbitral awards with the 

Enforcement Departments of the General Courts which can take considerable time. Enforcement in the 

Kingdom of a foreign arbitral award is not certain. For example, there are a number of circumstances in which 

recognition of an arbitral award under the New York Convention may be declined, including where the award is 

contrary to the public policy of the receiving state. As a consequence, any arbitral award deemed by a court in 

the Kingdom as contrary to the public policy of the Kingdom may not be enforceable in the Kingdom. In the 

case of an English court judgment, and in the absence of any bilateral treaty for the reciprocal enforcement of 

foreign judgments between the United Kingdom and the Kingdom of Saudi Arabia, there is uncertainty as to 

whether the relevant courts in the Kingdom of Saudi Arabia would enforce such English judgment without re-

examining the merits of the claim. Investors may have difficulties in enforcing any English judgments against 

SEC in the relevant courts in the Kingdom of Saudi Arabia, see also “Risk Factors – Risk Factors relating to 

Enforcement – There are uncertainties around the choice of English law as the governing law of certain 

Transaction Documents and around enforcement of foreign judgments”. 
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OVERVIEW OF THE OFFERING 

STRUCTURE DIAGRAM AND CASHFLOWS 

The following is a simplified overview of the structure and principal cashflows underlying the issue of each 

Series. This overview does not purport to be complete and is qualified in its entirety by reference to, and must be 

read in conjunction with, the detailed information appearing elsewhere in this Prospectus. Potential investors 

should read the entire Prospectus, especially the risks in relation to investing in the Certificates discussed under 

“Risk Factors” and the detailed descriptions of the relevant Transaction Documents set out elsewhere in this 

Prospectus for a fuller description of certain cashflows. Words and expressions defined in “Terms and 

Conditions of the 2024 Certificates” and “Terms and Conditions of the 2028 Certificates” shall have the same 

meanings in this overview. 

 

Purchase of Assets and Ijara 

On the Issue Date of each Series, the relevant Certificateholders will pay the issue price in respect of the 

Certificates to the Issuer, which will hold such proceeds of the issue of the Certificates as Trustee. 

Pursuant to the relevant Purchase Agreement, the Trustee (in its capacity as the Purchaser) will use the amount 

of such issue proceeds to purchase from SEC (in its capacity as the Seller) a percentage interest in the Seller’s 

undivided rights, title, interests, benefits and other entitlements in and to certain electricity distribution assets 

comprising medium and low voltage power line networks connecting high-voltage transmission sub-stations to 

local sub-stations and providing electricity from local sub-stations to end users with an economic life 

substantially beyond the relevant Scheduled Dissolution Date as described in schedule 1 to each Purchase 

Agreement (in relation to each Series, the Ijara Assets). Such percentage interest shall equal the percentage of 

the total value of such electricity distribution assets that is equal to the aggregate face amount of the Certificates 

of the relevant Series. A separate percentage interest in the relevant electricity distribution assets will be 

purchased with the issue proceeds of each Series. The Ijara Assets may be substituted in accordance with the 

relevant Substitution Undertaking for any assets (or percentage interest in such assets) the identity of which 

shall be determined by SEC in its sole discretion on the condition that the value of the substitute assets is equal 

to or greater than the value of the assets (or percentage interest in such assets) being substituted. 

Agreements 

Cashflows 

Keys: 

SEC 
(as Seller / Lessee / 
Servicing Agent) 

Saudi Electricity Global 
SUKUK Company 4 

(as Issuer / 
Trustee / 

Purchaser / 
Lessor) 

Certificateholders 

Sale of Assets (Purchase Agreement) 

Periodic  
Distribution  
Amounts / 
Dissolution  
Distribution  

Amount 

Purchase Price 

Lease of  Ijara Assets ( Ijara Agreement) 

Purchase / Sale Undertakings 

Exercise Price / Sale of  Ijare Assets 

Rental Payments 

(Scheduled Dissolution Date / Tax Redemption Date / Change of  
Control Put Option Date / Dissolution Event Redemption Date) 

Issue 

Proceeds 
Certificates 
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The Trustee (in its capacity as the Lessor) will lease the relevant Ijara Assets to SEC (in its capacity as the 

Lessee) pursuant to the relevant Ijara Agreement. The Lessee will pay rental payments in respect of the relevant 

Ijara Assets which are intended to be sufficient to fund the Periodic Distribution Amounts due under the relevant 

Series of Certificates on each Periodic Distribution Date and which shall be applied by the Trustee for that 

purpose. 

Redemption of the Certificates 

Pursuant to the Purchase Undertaking, in respect of each Series the Trustee may, on the relevant Scheduled 

Dissolution Date, or prior thereto following the occurrence of a Dissolution Event or a Change of Control, 

exercise its rights under the Purchase Undertaking and require SEC to purchase all of its rights, title, interests, 

benefits and other entitlements in and to the relevant Ijara Assets. 

Pursuant to the Sale Undertaking in respect of each Series, SEC may, following the occurrence of a Tax Event, 

exercise its rights under the relevant Sale Undertaking to require the Trustee to sell to SEC all of its rights, title, 

interests, benefits and other entitlements in and to the relevant Ijara Assets. In each case, the consideration 

payable by SEC upon such exercise of a Purchase Undertaking or a Sale Undertaking, as appropriate, shall be 

the relevant Exercise Price. 

Pursuant to the Sale Undertaking in respect of each Series, SEC may also, in the event that SEC wishes to 

cancel any Certificate of the relevant Series purchased in accordance with Condition 13.1, exercise its rights 

under the relevant Sale Undertaking to require the Trustee to transfer and convey the relevant Ijara Assets to 

SEC as identified by SEC. The consideration provided by SEC for such exercise of such Sale Undertaking shall 

be the cancellation of the relevant Certificates. 

OVERVIEW OF THE CERTIFICATES 

The following overview does not purport to be complete and is taken from, and is qualified in its entirety by, the 

remainder of this Prospectus. This overview may not contain all of the information that prospective investors 

should consider before deciding to invest in the Certificates. Accordingly, any decision by a prospective investor 

to invest in the Certificates should be based on a consideration of this Prospectus as a whole. Words and 

expressions defined in “Terms and Conditions of the 2024 Certificates” and “Terms and Conditions of the 2028 

Certificates” shall have the same meanings in this overview. 

Description of Certificates: U.S.$800,000,000 Certificates due 2024 and U.S.$1,200,000,000 

Certificates due 2028. 

Issuer and Trustee: Saudi Electricity Global SUKUK Company 4, as issuer of the 

Certificates and trustee for and on behalf of the Certificateholders, an 

exempted company with limited liability incorporated on 21 June 

2018 in accordance with the Companies Law (as amended) of the 

Cayman Islands and formed and registered in the Cayman Islands with 

company registration number 338694 with its registered office at c/o 

Walkers Fiduciary Limited, Cayman Corporate Centre, 27 Hospital 

Road, George Town, Grand Cayman, KY1-9008, Cayman Islands. 

The Issuer has been incorporated solely for the purpose of 

participating in the transactions contemplated by the Transaction 

Documents to which it is a party. 

Ownership of the Issuer: The authorised share capital of the Issuer is U.S.$50,000.00 consisting 

of 50,000 ordinary shares of U.S.$1.00 par value each, of which 1 

ordinary share of U.S.$1.00 par value has been issued. The sole issued 

share is fully paid and held by SEC as at the date of this Prospectus. 

Administration of the Issuer: The affairs of the Issuer are managed by Walkers Fiduciary Limited 

(the Issuer Administrator), who will provide, amongst other things, 

corporate administrative services, director services and prepare the 

annual financial statements of the Issuer pursuant to the corporate 



  

 

 

 15  

 

services agreement dated on or about 12 September 2018 between, 

inter alia, the Issuer and the Issuer Administrator (the Corporate 

Services Agreement). 

Seller: SEC (in its capacity as the Seller) will sell to the Trustee (in its 

capacity as the Purchaser) pursuant to the Purchase Agreement in 

respect of each Series the relevant Ijara Assets. 

Lessee: SEC (in its capacity as the Lessee) will lease from the Trustee (in its 

capacity as the Lessor) the relevant Ijara Assets for a term of five 

years and four months in respect of the 2024 Certificates and a 10 year 

term in respect of the 2028 Certificates and in each case, will pay rent 

to the Trustee on a semi-annual basis pursuant to the relevant Ijara 

Agreement. The rent is intended to fund the Periodic Distribution 

Amounts payable by the Issuer in respect of the Certificates of each 

Series. 

Servicing Agent: SEC (in its capacity as Servicing Agent) for and on behalf of the 

Trustee (in its capacity as the Lessor) will be responsible for insuring 

the Ijara Assets relating to each Series, paying proprietary and other 

taxes and performing all major maintenance and structural repairs. 

SEC: In accordance with the Purchase Undertaking in respect of each 

Series, SEC shall, at the option of the Trustee, be required to purchase 

all of the Trustee’s rights, title, interests, benefits and other 

entitlements in and to the relevant Ijara Assets on the Scheduled 

Dissolution Date, or following the occurrence of a Dissolution Event 

or a Change of Control. 

 In accordance with the Sale Undertaking in respect of each Series, 

SEC shall have the right to require the Trustee to sell to SEC all of its 

rights, title, interests, benefits and other entitlements in and to the 

relevant Ijara Assets following the occurrence of a Tax Event. 

Delegate: HSBC Corporate Trustee Company (UK) Limited. In accordance with 

the Declaration of Trust, the Trustee will unconditionally and 

irrevocably appoint the Delegate to be its attorney and to exercise 

certain future duties, powers, authorities and discretions vested in the 

Trustee by certain provisions of the Declaration of Trust in accordance 

with the terms of the Declaration of Trust. 

Joint Lead Managers: Citigroup Global Market Limited, First Abu Dhabi Bank PJSC, HSBC 

Bank plc, Mizuho International plc, MUFG Securities EMEA plc, 

Natixis, SMBC Nikko Capital Markets Limited and Standard 

Chartered Bank. 

Principal Paying Agent, Registrar, 

Replacement Agent and Transfer 

Agent: 

HSBC Bank plc. 

Issue Date: 27 September 2018. 

Issue Amount: U.S.$800,000,000 in respect of the 2024 Certificates 

U.S.$1,200,000,000 in respect of the 2028 Certificates. 

Issue Price: 100 per cent. of the aggregate face amount of the Certificates.  

Periodic Distribution Dates and 

Amounts: 

Payable semi-annually, (i) in the case of the 2024 Certificates, on the 

twenty seventh day of each January and July in each year, 

commencing on 27 January 2019, and (ii) in the case of the 2028 
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Certificates, on the twenty seventh day of each March and September 

in each year, commencing on 27 March 2019, Certificateholders will 

receive, from monies received in respect of the relevant Trust Assets, 

a Periodic Distribution Amount calculated at the rate of (i) in the case 

of the 2024 Certificates, 4.222 per cent. per annum on the outstanding 

face amount of the 2024 Certificates as at the beginning of the 

relevant Periodic Distribution Period, and (ii) in the case of the 2028 

Certificates, 4.723 per cent. per annum on the outstanding face amount 

of the 2028 Certificates as at the beginning of the relevant Periodic 

Distribution Period, in each case on a 30/360 day basis. 

Periodic Distribution Period: The period from (and including) a Periodic Distribution Date (or, in 

the case of the first Periodic Distribution Period, from, and including, 

the Closing Date) to (but excluding) the next (or, in the case of the 

first Periodic Distribution Date, first) Periodic Distribution Date. 

Dissolution on the Scheduled 

Dissolution Date: 

The Scheduled Dissolution Date is 27 January 2024 in respect of the 

2024 Certificates and 27 September 2028 in respect of the 2028 

Certificates. Upon receipt by the Trustee of the Exercise Price payable 

pursuant to the terms of each Purchase Undertaking, the Exercise 

Price will be applied to redeem the Certificates at the Dissolution 

Distribution Amount. 

Dissolution Distribution Amount: In relation to each Series, the aggregate outstanding face amount of 

the Certificates of that Series plus a U.S. dollar amount equal to all 

accrued and unpaid Periodic Distribution Amounts in respect of such 

Certificates. 

Status of the Certificates: Each Certificate evidences an undivided beneficial ownership interest 

of the Certificateholders in the Trust Assets in respect of the relevant 

Series, subject to the terms of the relevant Transaction Documents and 

Conditions, and is a direct, unsubordinated, unsecured and limited 

recourse obligation of the Issuer. Each Certificate will at all times rank 

pari passu, without any preference or priority, with all other 

Certificates of the relevant Series. 

Limited Recourse: No payment of any amount whatsoever shall be made in respect of the 

Certificates except to the extent that funds for that purpose are 

available from the relevant Trust Assets.  

 Certificateholders of a Series have no recourse to any assets (other 

than the Trust Assets in respect of that Series) of the Issuer, the 

Trustee or SEC (to the extent that it fulfils all of its obligations under 

the Transaction Documents in relation to the relevant Series to which 

it is a party) or the Delegate or any Agent or any of their respective 

affiliates in respect of any shortfall in the expected amounts from the 

relevant Trust Assets to the extent the relevant Trust Assets have been 

enforced, realised and fully discharged, following which all 

obligations of the Issuer, the Trustee, the Delegate and their respective 

directors and agents shall be extinguished. 

Use of Proceeds: The net proceeds of the issue of the Certificates of each Series, of 

approximately U.S.$800,000,000 in the case of the 2024 Certificates 

and approximately U.S.$1,200,000,000 in the case of the 2028 

Certificates, will be used by the Trustee as the purchase price to be 

paid to SEC on the Closing Date for the purchase of the Ijara Assets 

relating to each Series. SEC will use the net proceeds received from 
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the Trustee to finance the SEC Group’s general corporate purposes, 

including capital expenditures. 

Summary of the Transaction Structure 

and Documents: 

An overview of the structure of the transaction and the principal 

cashflows is set out under “Overview of the Offering – Structure 

Diagram and Cashflows” and a description of the principal terms of 

the Transaction Documents is set out under “Summary of the Principal 

Transaction Documents”. 

Negative Pledge: The Certificates will have the benefit of a negative pledge granted by 

SEC, as described in Condition 5. 

Cross-Default: In respect of SEC, the Certificates will have the benefit of a 

cross-default provision, as described in Condition 14. 

The Trust Assets: Pursuant to the Declaration of Trust, the Issuer will declare that it will 

hold the Trust Assets in respect of each Series for the benefit of the 

Certificateholders of that Series as Trustee, consisting of: 

 (a) all of the Trustee’s rights, title, interests, benefits and other 

entitlements, present and future, in, to and under the Ijara 

Assets relating to that Series; 

 (b) all of the Trustee’s rights, title, interests, benefits and other 

entitlements, present and future, in, to and under the 

Transaction Documents of that Series excluding any 

representations given to the Trustee by SEC pursuant to any 

of these Transaction Documents; 

 (c) all monies standing to the credit of the relevant Transaction 

Account; and 

 (d) all proceeds of the foregoing. 

Early Dissolution of the Trust: Other than as a result of the occurrence of a Dissolution Event, a Tax 

Event or a Change of Control, the Trust will not be subject to 

dissolution, and the Certificates will not be redeemed, prior to the 

Scheduled Dissolution Date. 

Dissolution Events: The Dissolution Events are described in Condition 14. Following the 

occurrence of a Dissolution Event which is continuing, the Certificates 

may be redeemed in full at an amount equal to the Dissolution 

Distribution Amount in the manner described in Condition 14. 

Early Dissolution for Tax Reasons: Where the Issuer has or will become obliged to pay any additional 

amounts in respect of the Certificates as a result of a change in the 

laws of the Cayman Islands or the Issuer has received notice from 

SEC that SEC has or will become obliged to pay any additional 

amounts pursuant to the terms of the relevant Ijara Agreement and as a 

result of a change in the laws of the Kingdom, and such obligation 

cannot be avoided by the Issuer or SEC, as applicable, taking 

reasonable measures available to it, the Issuer will, following receipt 

of an Asset Exercise Notice under the relevant Sale Undertaking, 

redeem the relevant Certificates in whole but not in part at an amount 

equal to the Dissolution Distribution Amount on the relevant Tax 

Redemption Date. 

Change of Control Put Option: Upon the occurrence of a Change of Control and provided that an 

Asset Exercise Notice has been served on the Issuer by 

Certificateholders of a Series holding at least one-quarter of the then 
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aggregate face amount of the relevant Certificates outstanding of that 

Series, Certificateholders may elect to redeem their Certificates on the 

Change of Control Put Option Date at an amount equal to the 

Dissolution Distribution Amount in accordance with Condition 10.3. 

Under the terms of each Purchase Undertaking, SEC has granted to 

the Trustee the right, following the Change of Control and the service 

by Certificateholders of the relevant Series of a Change of Control 

Exercise Notice, to require SEC to purchase all of the Trustee’s rights, 

title, interests, benefits and other entitlements in and to the relevant 

Ijara Assets at the Dissolution Distribution Amount specified in the 

Asset Exercise Notice. 

 A Change of Control shall occur if at any time: 

 (a) the Government of the Kingdom of Saudi Arabia or any 

department or authority of the Government of the Kingdom 

of Saudi Arabia ceases to own, directly or indirectly more 

than 50 per cent. of the issued share capital of SEC or to 

control, directly or indirectly, SEC; or 

 (b) SEC ceases to own, directly or indirectly, more than 50 per 

cent. of the issued share capital of each Principal Subsidiary 

or to control, directly or indirectly, each Principal Subsidiary. 

Total Loss Event: The occurrence of a Total Loss Event will result in the redemption of 

the Certificates of that Series and the consequent dissolution of the 

relevant Trust. The Servicing Agent is responsible for ensuring that 

the Ijara Assets relating to each Series are properly insured. If a Total 

Loss Event occurs, the Servicing Agent undertakes to ensure that all 

insurance proceeds in respect thereof are paid directly into the relevant 

Transaction Account by no later than the 30th day after the occurrence 

of the Total Loss Event. 

 Total Loss Event means the total loss or destruction of, or damage to 

all of the Ijara Assets relating to a Series or any event or occurrence 

that renders all such Ijara Assets permanently unfit for any economic 

use and (but only after taking into consideration any insurances or 

other indemnity granted in each case by any third party in respect of 

the Ijara Assets) the repair or remedial work in respect thereof is 

wholly uneconomical. 

Asset Substitution: Pursuant to the Substitution Undertaking in respect of each Series, 

SEC has the right to require the Trustee to transfer, deliver and convey 

all of the Trustee’s rights, title, interests, benefits and other 

entitlements in and to the relevant Substituted Ijara Assets in exchange 

for the grant by SEC to the Trustee of the relevant New Ijara Assets 

provided that the value of such New Ijara Assets is equal to or greater 

than the value of the Substituted Ijara Assets on the substitution date. 

Further Issues: The Trustee may, without the consent of the Certificateholders, create 

and issue additional certificates having the same terms and conditions 

as the existing Certificates in all respects save for the date and the 

amount of the first payment of the Periodic Distribution Amount and 

the date from which the Periodic Distribution Amount starts to accrue 

so that the issue shall be consolidated and form a single series with the 

existing Certificates. In connection with the issue of any such 

additional certificates, the Trustee will enter into a Supplemental 



  

 

 

 19  

 

Declaration of Trust, a Supplemental Purchase Agreement and a 

Declaration of Commingling of Assets (the form of which is set out in 

the Declaration of Trust). 

Enforcement: Following the enforcement, realisation and the ultimate distribution in 

full of the Trust Assets in respect of a Series to the Certificateholders 

of that Series in accordance with the relevant Conditions and the 

Declaration of Trust, the Issuer shall not be liable for any further sums 

and, accordingly Certificateholders may not take any action against 

the Issuer or the Trustee or any other person (including SEC) to 

recover any such sum in respect of the relevant Certificates or the 

relevant Trust Assets. 

 The Delegate shall not be bound in any circumstances to take any 

action to enforce or to realise the Trust Assets of a Series or take any 

action against the Issuer and/or the Trustee and/or SEC under any 

Transaction Document relating to a Series to which any of the Issuer, 

the Trustee or SEC is a party unless directed or requested to do so: (a) 

by an Extraordinary Resolution of that Series; or (b) in writing by the 

holders of at least 25 per cent. of the then outstanding aggregate face 

amount of the Certificates of that Series and in either case then only if 

it shall be indemnified and/or secured and/or prefunded to its 

satisfaction against all liabilities to which it may thereby render itself 

liable or which it may incur by so doing and provided that the 

Delegate shall not be held liable for the consequences of exercising its 

discretion or taking any such action and may do so without having 

regard to the effect of such action on individual Certificateholders of 

that Series. 

 No Certificateholder of a Series shall be entitled to proceed directly 

against the Issuer, the Trustee or SEC under any Transaction 

Document relating to that Series to which either of them is party 

unless (a) the Delegate, having become bound so to proceed, fails to 

do so within 30 days of becoming so bound, or is unable for any 

reason so to do, and such failure or inability is continuing and (b) the 

relevant Certificateholder (or such Certificateholder together with the 

other Certificateholders of that Series who propose to proceed directly 

against any of the Issuer, the Trustee or SEC (as the case may be)) 

holds at least 25 per cent. of the then aggregate face amount of the 

Certificates of the Series outstanding. Under no circumstances shall 

the Delegate or any Certificateholder of the Series have any right to 

cause the sale or other disposition of any of the Trust Assets in respect 

of that Series (other than pursuant to the relevant Purchase 

Undertaking) and the sole right of the Delegate and the 

Certificateholders of that Series against the Issuer and/or the Trustee 

and/or SEC shall be to enforce their respective obligations under the 

relevant Transaction Documents. 

 The foregoing paragraphs are subject to this paragraph. After 

enforcing or realising the Trust Assets in respect of a Series and 

distributing the proceeds of those Trust Assets in accordance with 

Condition 6.2, the obligations of the Issuer in respect of the 

Certificates of that Series shall be satisfied and no holder of the 

Certificates of that Series may take any further steps against the 

Issuer, the Trustee, the Delegate or any other person (including SEC) 
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to recover any further sums in respect of the Certificates of that Series 

and the right to receive any sums unpaid shall be extinguished. In 

particular, no Certificateholder in respect of a Series shall be entitled 

in respect thereof to petition or to take any other steps for the winding-

up of the Issuer. 

Role of the Delegate: Pursuant to the Declaration of Trust, the Trustee will delegate to the 

Delegate all of the present and future duties, powers, trusts, authorities 

and discretions vested in the Trustee by certain provisions of the 

Declaration of Trust. In particular, the Delegate shall be entitled to: 

 (a) deliver an Asset Exercise Notice to SEC in accordance with 

each Purchase Undertaking; and 

 (b) following a Dissolution Event which is continuing, take any 

enforcement action in the name of the Trustee against SEC. 

Form and Delivery of the Certificates: The Certificates will be issued in registered global form only. 

The Certificates of each Series will be represented on issue by 

beneficial interests in a Global Certificate which will be deposited 

with, and registered in the name of a nominee of, a common 

depositary for Euroclear and Clearstream. Ownership interests in the 

relevant Global Certificate will be shown on, and transfers thereof will 

only be effected through, records maintained by Euroclear and 

Clearstream (as applicable) and their respective participants. See 

“Global Certificate”. Definitive Certificates evidencing holdings of 

Certificates will be issued in exchange for interests in the relevant 

Global Certificate only in limited circumstances. 

 

Denomination of Certificates: The Certificates will be issued in minimum denominations of 

U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof. 

Clearance and Settlement: Holders of the Certificates must hold their interest in the relevant 

Global Certificate in book-entry form through Euroclear and/or 

Clearstream, as the case may be. Transfers within and between each of 

Euroclear or Clearstream will be in accordance with the usual rules 

and operating procedures of the relevant clearing system. 

Transaction Account: The Principal Paying Agent will maintain and operate in respect of 

each Series a separate U.S. dollar account into which, among other 

things, the rental payments in respect of the relevant Ijara Assets and 

payments due to the Trustee under the relevant Purchase Undertaking 

or the relevant Sale Undertaking, as the case be, will be deposited. 

Periodic Distribution Amounts and the Dissolution Distribution 

Amount in respect of the Certificates of each Series will be paid to 

holders of the Certificates of that Series from funds standing to the 

credit of the relevant Transaction Account in accordance with the 

order of priority described under “Priority of Distributions” below. 

Priority of Distributions: On each Periodic Distribution Date or on any Dissolution Date, the 

Principal Paying Agent shall apply the monies standing to the credit of 

the Transaction Account relating to the relevant Series in the 

following order of priority: 

 (a) first, to the Delegate and the Issuer Administrator in respect 

of all amounts owing to it under the relevant Transaction 

Documents in its capacity as Delegate and the Issuer 

Administrator; 
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 (b) second, to the Principal Paying Agent for application in or 

towards payment pari passu and rateably of all Periodic 

Distribution Amounts due but unpaid; 

 (c) third, only if such payment is made on a Dissolution Date, to 

the Principal Paying Agent for application in or towards 

payment pari passu and rateably of: 

a. the relevant Dissolution Distribution Amount; or 

b. the amount payable following a Total Loss Event, as 

the case may be; 

 (d) fourth, only if such payment is made on a Dissolution Date, 

to the Servicing Agent in or towards payment of all 

outstanding Service Charge Amounts in respect of that Series 

(as defined in the Servicing Agency Agreement); and 

 (e) fifth, only if such payment is made on a Dissolution Date in 

respect of the relevant Series payment of the residual amount 

(if any) to the Trustee as an incentive payment. 

Withholding Tax: All payments by SEC under the Transaction Documents to which it is 

a party are to be made without withholding or deduction for, or on 

account of, any Taxes imposed in the Kingdom of Saudi Arabia (or 

any political sub-division or any authority thereof or therein having 

power to tax). In the event that any such deduction is made, SEC will 

be required, pursuant to the relevant Transaction Documents, to pay to 

the Trustee additional amounts so that the Trustee will receive the full 

amount which otherwise would have been due and payable under the 

relevant Transaction Documents. 

 All payments by the Issuer in respect of the Certificates shall be made 

without withholding or deduction for, or on account of, Taxes 

imposed in the Cayman Islands or any political sub- division or any 

authority thereof or therein having power to tax. SEC has agreed in the 

Transaction Documents that, if the Issuer is required to make any 

payment under the Certificates after deduction or withholding for: (i) 

Taxes; or (ii) as otherwise required by applicable law and is required 

to pay additional amounts in respect thereof, SEC will pay to the 

Issuer additional amounts to cover the amounts so deducted as would 

have been paid had no such deduction or withholding been required. 

Listing: Application has been made to Euronext Dublin for the Certificates to 

be admitted to the Official List and trading on the Main Securities 

Market. 

Certificateholder Meetings: A summary of the provisions for convening meetings of 

Certificateholders to consider matters relating to their interests as such 

is set out in Condition 18. 

Tax Considerations: See the section entitled “Taxation and Zakat” for a description of 

certain tax considerations applicable to the Certificates. 

Governing Law: The Transaction Documents (other than the Purchase Agreements, any 

Sale Agreements and any Substitution Transfer Agreements), and any 

non-contractual obligations arising out of or in connection with any 

such Transaction Documents, will be governed by and construed in 

accordance with English law. 
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 The Purchase Agreements, any Sale Agreements and any Substitution 

Transfer Agreements will be governed by Saudi law. 

 The Corporate Services Agreement will be governed by Cayman 

Islands law. 

Transaction Documents: The Transaction Documents are the Subscription Agreement, the 

Declaration of Trust, the Agency Agreement and, in respect of each 

Series, the Purchase Agreement, the Ijara Agreement, the Servicing 

Agency Agreement, the Purchase Undertaking, the Sale Undertaking, 

the Substitution Undertaking, any Sale Agreement and any 

Substitution Transfer Agreement. 

Ratings: The Certificates are expected to be assigned a rating of A by Fitch and 

a rating of A2 by Moody’s. 

 A securities rating is not a recommendation to buy, sell or hold the 

Certificates (or the beneficial interests therein). Ratings may be 

subject to suspension, reduction or withdrawal at any time by the 

assigning rating organisation. 

Selling Restrictions: There are restrictions on the offer, sale and transfer of the Certificates 

in the Cayman Islands, the Kingdom of Bahrain, the Kingdom of 

Saudi Arabia, Hong Kong, Malaysia, Singapore, Qatar, the United 

Arab Emirates (excluding the DIFC), the DIFC, the United Kingdom 

and the United States of America and such other restrictions as may be 

required in connection with the offering and sale of the Certificates. 

See “Subscription and Sale”. 

Waiver of Sovereign Immunity: SEC acknowledges in the Transaction Documents to which it is a 

party that to the extent that it may in any jurisdiction claim for itself or 

its assets or revenues immunity from suit, execution before judgment 

or otherwise or other legal process and to the extent that such 

immunity (whether or not claimed) may be attributed to it or its assets 

or revenues, SEC represents and agrees that it will not claim and 

irrevocably and unconditionally waives to the fullest extent possible 

under applicable law such immunity in relation to any proceedings. 
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RISK FACTORS 

The purchase of Certificates may involve substantial risks and is suitable only for sophisticated investors who 

have the knowledge and experience in financial and business matters necessary to enable them to evaluate the 

risks and merits of an investment in the Certificates. Before making an investment decision, prospective 

purchasers of Certificates should consider carefully, in light of their own financial circumstances and 

investment objectives, all of the information in this Prospectus. 

Each of the Issuer and SEC believes that the factors described below represent the principal risks inherent in 

investing in the Certificates, but the inability of the Issuer to pay any amounts on or in connection with any 

Certificate may occur for other reasons and none of the Issuer or SEC represents that the statements below 

regarding the risks of holding any Certificate are exhaustive. There may also be other considerations, including 

some which may not be presently known to the Issuer or SEC or which the Issuer or SEC currently deems 

immaterial, that may impact any investment in the Certificates. 

Prospective investors should also read the detailed information set out elsewhere in this Prospectus and reach 

their own views prior to making any investment decision. Words and expressions defined in “Terms and 

Conditions of the 2024 Certificates” and “Terms and Conditions of the 2028 Certificates” shall have the same 

meanings in this section. 

Notwithstanding anything in these risk factors, these risk factors should not be taken as implying that the Issuer 

will be unable to comply with its obligations as a company with securities admitted to the Official List. 

RISK FACTORS RELATING TO THE ISSUER 

The Issuer has a limited operating history and no material assets and is dependent upon the performance 

by SEC of its obligations under the Transaction Documents to which it is a party 

The Issuer is newly incorporated as an exempted company with limited liability under the laws of the Cayman 

Islands and has no operating history. The Issuer will not engage in any business activity other than the issuance 

of the Certificates, the acquisition of the Trust Assets as described herein, acting as a trustee and other incidental 

or related activities. 

The Issuer’s only material assets, which it will hold on trust for the Certificateholders, will be the Trust Assets, 

including its right to receive payments under the relevant Ijara Agreement and the relevant Purchase 

Undertaking. 

The Issuer’s ability to pay amounts due on the Certificates will depend on its receipt from SEC of all rental 

amounts due under the Ijara Agreement and the relevant sums due and payable under the relevant Purchase 

Undertaking, which, together, may not be sufficient to meet all claims under the Certificates and the relevant 

Transaction Documents. Therefore, the Issuer is subject to all of the risks to which SEC is subject to the extent 

that such risks could limit SEC’s ability to satisfy in full and on a timely basis its obligations under the 

Transaction Documents to which it is a party. See “– Risk Factors relating to the SEC Group and its Business” 

for a further description of these risks. 

Recourse to the Issuer in respect of the Certificates is limited to the Trust Assets. For a further description of the 

risks associated with this limited recourse arrangement and of certain risks affecting the Trust Assets, see “– 

Risk Factors relating to the Certificates”. 
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RISK FACTORS RELATING TO THE SEC GROUP AND ITS BUSINESS 

SEC’s obligations under the Transaction Documents and other financing arrangements do not benefit 

from any direct or indirect Government guarantee or other legally enforceable Government backing 

Although the Government of the Kingdom of Saudi Arabia (the Government) is a significant indirect 

shareholder of SEC, SEC’s financial obligations (including its financial obligations under the Transaction 

Documents) are not directly or indirectly guaranteed by the Government, the shareholders of SEC or any other 

person and do not benefit from any legally enforceable Government backing. In addition, although the 

Government has provided SEC with significant financial support in the past and SEC expects to require 

substantial additional financial support to carry out its capital expenditure plan, the Government is under no 

obligation to extend financial support to SEC in the future. Accordingly, SEC’s financial obligations, including 

its obligations under the Transaction Documents, are not, and should not be regarded as, obligations of the 

Government. 

SEC’s ability to make the payments under the Transaction Documents that are necessary for the Issuer to pay 

amounts due on the Certificates is solely dependent on SEC’s ability to fund such obligations from its operating 

cash flows, borrowings and/or Government support. Therefore, any decline in such operating cash flows or any 

difficulty in securing external funding at a time when sufficient Government support is not available, may 

materially adversely affect SEC’s ability to make the relevant payments under the Transaction Documents to 

which it is a party in order for the Issuer to pay amounts due on the Certificates. 

The SEC Group has benefitted from significant Government support, and any reduction or delay in the 

level of support provided to the SEC Group could significantly and adversely affect its business, results of 

operations and financial condition 

The SEC Group has historically benefitted from significant Government support in the form of subsidised loans, 

the waiver of certain dividends, higher tariffs for electricity supplied to Governmental customers, the provision 

of subsidised fuel through Saudi Aramco, the assumption by the Government of certain payables due to Saudi 

Aramco in respect of supplied fuel, the granting of certain rights of way to SEC and the ability to defer 

significant payments to Saudi Aramco, Saline Water Conversion Corporation (SWCC) and certain Government-

related entities (see “Description of the SEC Group’s Business – Relationship with the Government”). These 

arrangements are subject to change at any time, and there is no guarantee that this significant level of 

Government support will continue. Given the importance of this Government support to SEC’s business, any 

change or delay in the level of Government support provided could result in a material adverse effect on the 

SEC Group’s business, results of operations and financial condition and may affect SEC’s ability to satisfy its 

obligations to make the relevant payments under the Transaction Documents to which it is a party in order for 

the Issuer to pay the amounts due under the Certificates. 

In particular, as of 30 June 2018, SAR 12,134 million in trade payables reflects fuel supplied to SEC by Saudi 

Aramco in respect of the period from SEC’s incorporation to 30 June 2018. In 2010, 2011, 2013 and 2016, 

certain amounts relating to fuel supplied to SEC by Saudi Aramco were transferred to the Government and 

recorded as Government payables, pursuant to the minutes of the meeting of the Council of Ministers dated 

15/05/1427H (corresponding to 11/06/2006G) and the Council of Ministers’ Resolution. At 30 June 2018, SEC 

had SAR 37,664 million of trade payables, 32.2 per cent. of which represented payments due to Saudi Aramco. 

There is no guarantee that the Government will also assume payment of these (or any future) accounts payable 

due to Saudi Aramco. 

In addition, SEC ratings are currently dependent, in significant part, on the support provided by the Government 

to SEC and there is no assurance that such support will continue at current levels or at all.  In particular, as oil is 

the Kingdom’s most important export, the Kingdom’s economy has been, and may continue to be adversely 

affected by the current low oil price environment that has been pervasive since the middle of 2014 and which 

has caused the Government to record actual budget deficits in the fiscal years 2014 to 2017, with an expected 

actual budget deficit for the 2018 fiscal year of SAR 195.0 billion (U.S.$51.9 billion).  

Any perception by a rating agency that such support has or is likely to weaken could result in SEC’s ratings 

being downgraded which could adversely affect its ability to raise financing or increase the cost to it of any 

financing raised. This, in turn, would be likely to adversely affect its ability to complete its capital expenditure 

programme and could make it more difficult for the SEC Group to refinance existing financings when they fall 

due to be repaid, each of which would also adversely affect the SEC Group’s business, financial condition and 
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results of operations and may affect SEC’s ability to satisfy its obligations to make the relevant payments under 

the Transaction Documents to which it is a party in order for the Issuer to pay the amounts due under the 

Certificates. 

In addition, certain of SEC’s borrowings require it to maintain a rating from at least two of the three major 

rating agencies that is proximate to that of the Kingdom. A downgrading of SEC’s rating to more than two 

rating levels below that of the Kingdom would breach this covenant which could have materially adverse 

consequences for SEC, see “– Restrictive covenants included in certain of SEC’s financing arrangements could 

materially adversely impact its ability to raise financing in the future”.  

SEC is majority-owned by the Government whose interests may, in certain circumstances, not be aligned 

with the interests of Certificateholders 

SEC’s issued share capital is approximately 74.3 per cent. owned by the Public Investment Fund (the PIF) and 

approximately 6.9 per cent. owned by Saudi Aramco, each of which is wholly owned by the Government. 

Accordingly, the Government has the ability to significantly influence SEC’s business through its ability to 

control decisions and actions of SEC that require shareholder approval as well as its ability to control the 

composition of SEC’s board of directors (the Board) and thus influence Board decisions. The interests of the 

Government may be different from those of SEC’s creditors and other stakeholders (including the 

Certificateholders). For example, the Government’s key objective is to ensure the stable supply of electricity to 

the Kingdom’s residents and businesses at affordable costs rather than the optimisation of the SEC Group’s 

revenue and profits. As a result, the interests of the Government may conflict with SEC’s objectives as a 

commercial enterprise, and there can be no assurance that the Government will not take any action to further its 

own objectives which may be in conflict with the interests of SEC or the Certificateholders. Any such actions by 

the Government may adversely affect the SEC Group’s business, financial condition, results of operations and 

cash flows and may affect SEC’s ability to satisfy its obligations to make the relevant payments under the 

Transaction Documents to which it is a party in order for the Issuer to pay the amounts due under the 

Certificates. 

SEC may not be able to obtain sufficient funding to finance, and may be subject to increased financing 

risk as a result of undertaking increased indebtedness in connection with, its planned capital expenditure 

programme 

In order to meet growing demand for electricity in the Kingdom, SEC needs to undertake substantial capital 

expenditure over the period to at least 2021 to expand and upgrade its generation, transmission and distribution 

businesses.  

Historically, SEC has funded its capital expenditure through Government support, including capital 

contributions and subsidised loans, cash flow from operations and external borrowings. There can be no 

assurance that the Government will continue to provide support to SEC to fund its future capital expenditure, 

see “– SEC’s obligations under the Transaction Documents and other financing arrangements do not benefit 

from any direct or indirect Government guarantee or other legally enforceable Government backing”. 

SEC has also raised financing from external sources in order to fund some of its capital expenditure. SEC’s 

ability to obtain external financing and the cost of such financing are dependent upon numerous factors 

including general economic and market conditions in the Kingdom of Saudi Arabia and internationally, 

international interest rates, credit availability from banks or other lenders, investor confidence in SEC and the 

success of SEC’s business as well as restrictions contained in its existing debt agreements, see further “- 

Continued disruptions in the global financial markets may adversely affect the SEC Group and its ability to 

secure financing” and “- Restrictive covenants included in certain of SEC’s financing arrangements could 

materially adversely impact its ability to raise financing in the future”. Should SEC be unable to raise funds for 

its capital expenditures at any time, this could require it to scale back, defer or cancel existing projects which 

could have a material adverse effect on the SEC Group’s business, financial condition, results of operations and 

cash flows. 

There can be no assurance that external financing or refinancing, either on a short-term or a long-term basis, will 

be available or, if available, that such financing will be obtainable on terms that are not onerous to SEC. As at 

30 June 2018, SEC had SAR 79,426 million of outstanding term loans in addition to SAR 31,794 million of 

sukuk, SAR 45,411 million of Government loans and SAR 80,551 million of government credit payables. 

Furthermore, SEC’s significant level of indebtedness and the increased indebtedness SEC is planning on 

undertaking in connection with its capital expenditure programme may among other things, make it more 
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difficult for SEC to make the relevant payments under the Transaction Documents to which it is a party in order 

for the Issuer to pay the amounts due under the Certificates, require a substantial portion of cash flow from 

operations to be dedicated to the payment of principal and interest (to the extent payable) on SEC’s 

indebtedness, thereby reducing its ability to use its cash flow to fund its operations, capital expenditure and 

future business opportunities, limit its ability to raise capital to fund any future capital expenditure or operations, 

expose SEC to the risk of increased interest rates and/or increased costs to hedge interest rates, limit SEC’s 

ability to adjust to changes in demand for electricity and expose SEC to refinancing risk to the extent that SEC 

is unable to repay its borrowings out of internally generated cash flow. Any of the foregoing could have a 

material adverse effect on SEC’s business, financial condition, results of operations and cash flows and may 

affect SEC’s ability to satisfy its obligations to make the relevant payments under the Transaction Documents to 

which it is a party in order for the Issuer to pay the amounts due under the Certificates. 

Continued disruptions in the global financial markets may adversely affect the SEC Group and its ability 

to secure financing 

Global credit markets have been and continue to be affected by the impact of the global financial crisis of 2008-

9. Further, in a referendum held in June 2016, voters in the United Kingdom voted to exit the European Union. 

The results of the referendum led to a significant depreciation of the pound sterling against other major 

currencies and created volatility on most major stock exchanges around the world. To the extent that such 

economic uncertainty continues or the process of the United Kingdom’s expected exit from the European Union 

causes further economic uncertainty and disruption in the global financial markets, this may have adverse 

consequences for the global economy. These challenging market conditions have resulted, at times, in reduced 

liquidity, greater volatility, widening of credit spreads and lack of price transparency in credit markets. Any 

worsening of general global economic conditions or any change in investment markets, including, but not 

limited to, changes in expectations for international, regional or local growth rates, geopolitical tensions, 

commodity prices, international interest rates, exchange rates and returns from equity, property and other 

investments, may affect SEC’s ability to secure financing on terms similar to those received in the past or at all. 

Furthermore, a lack of liquidity in the financial markets may also impact the ability of the SEC Group’s 

customers to honour their commitments to the SEC Group or the ability of the SEC Group’s contractors to 

complete existing projects. Any of the foregoing could have a material adverse effect on the SEC Group’s 

business, financial condition and results of operations and may affect SEC’s ability to satisfy its obligations to 

make the relevant payments under the Transaction Documents to which it is a party in order for the Issuer to pay 

the amounts due under the Certificates. 

The SEC Group’s capital expenditure programme is subject to various development and construction 

risks 

In connection with its strategy to continue increasing its power generation capacity, the SEC Group is currently 

in the process of developing and expects to continue developing a significant number of new generation plants 

that are in various stages of development, construction and commissioning, see “Description of the SEC 

Group’s business – Business units – Electricity generation – Electricity generated and generation capacity 

factors”. The SEC Group’s larger projects are mostly outsourced to third-party contractors through “turnkey” 

contracts, meaning that each phase of such projects, including the planning, design and construction phases, are 

outsourced to third-party contractors. These projects typically require substantial capital expenditure and may 

take months or years before they become operational, during which time the SEC Group may be subject to a 

number of construction, operating and other risks beyond its control including: 

 an inability to find a suitable contractor or sub-contractor either at the commencement of a project or 

following a default by an appointed contractor or sub-contractor; 

 default or failure by its contractors or sub-contractors to finish projects or parts of projects on time, 

according to specifications or within budget; 

 disruption in service and limited access to third parties, such as architects, engineers or other service 

providers; 

 difficulties in connecting new generation plants to existing or new transmission and distribution 

networks; 
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 shortages or escalating costs of construction materials and increased global commodity prices; 

 shortages or increases in the costs of equipment; 

 breakdown or failure of equipment, processes or technology; 

 delays due to adverse weather or other events beyond the SEC Group’s control; 

 environmental issues and costs; 

 start-up and commissioning problems; 

 onerous contract terms and/or disputes with contractors or sub-contractors; or 

 work stoppages or labour disputes. 

The occurrence of one or more of these events in relation to current or future projects may negatively affect the 

SEC Group’s ability to complete such projects on schedule or within budget, if at all. This may result in the SEC 

Group’s inability to meet customer demand for electricity and accordingly may result in a material adverse 

effect on SEC’s reputation, business, financial condition, results of operations and cash flow and may affect 

SEC’s ability to satisfy its obligations to make the relevant payments under the Transaction Documents to which 

it is a party in order for the Issuer to pay the amounts due under the Certificates. 

In addition, the performance achieved by a new power plant could be below expected levels of output or 

efficiency due to issues such as those relating to its design or specifications. If a new power plant fails to 

achieve the required levels of performance, this could adversely affect the return on the SEC Group’s 

investment in that plant which, in turn, may have an adverse effect on the SEC Group’s business, financial 

condition, results of operations and cash flow and may affect SEC’s ability to satisfy its obligations to make the 

relevant payments under the Transaction Documents to which it is a party in order for the Issuer to pay the 

amounts due under the Certificates. 

Electricity tariffs in the Kingdom are not set by SEC and, as a result, may not reflect commercial or 

market terms, including any increases in the SEC Group’s cost of production 

Substantially all of SEC’s revenues are generated from the sale of electricity to its customers in the Kingdom 

based on regulated tariffs. 

Tariffs for the consumption of electricity by residential customers in the Kingdom are determined by the 

Council of Ministers, based on recommendations by the Electricity and Co-generation Regulatory Authority 

(ECRA), and are currently insufficient to cover the SEC Group’s costs of generating the energy supplied. Non-

residential tariffs are set by ECRA, although such tariffs must not exceed SAR 0.26 /Kilowatt-hour (KWh) 

without the approval of the Council of Ministers.  Between SEC’s establishment in 2000 and July 2010, the 

electricity tariff structure in the Kingdom remained largely unchanged. Increases to the tariffs were effected in 

July 2010, January 2016 and January 2018. 

There can be no assurance that the Council of Ministers or ECRA, as applicable, will approve any further 

increase to these tariffs in the future, and tariffs may remain below SEC’s cost of production for extended 

periods of time. Accordingly, the SEC Group’s ability to remain profitable in the future will depend on 

continued direct and indirect support by the Government (whether in the form of direct financial support, below-

market fuel prices or otherwise) or tariff increases. Any failure to increase tariffs in line with increased 

operating costs or reduced Government support could have a material adverse effect on the SEC Group’s 

business, financial condition, results of operations and cash flow and may affect SEC’s ability to satisfy its 

obligations to make the relevant payments under the Transaction Documents to which it is a party in order for 

the Issuer to pay the amounts due under the Certificates.  

The SEC Group is dependent on a single related-party supplier of fuel at prices set by the Government 

Pursuant to Royal Decree M/96 dated 24/07/1415H (corresponding to 27/12/1994G), Saudi Aramco is obliged 

to supply fuel to the SEC Group for its power generation business at prices that are set by the Government. The 

price set by the Government for the fuel supplied by Saudi Aramco is currently below the market price of such 

fuel. See “Description of the SEC Group’s business – Fuel supply”. 

The Government may increase the price that Saudi Aramco charges for the fuel that is supplied to SEC at any 

time, and any such increase may not be matched by a corresponding increase in the tariff that the SEC Group is 
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permitted to charge for electricity. Accordingly, any such increase in fuel supply price may materially and 

adversely affect the SEC Group’s business, prospects, results of operations, cash flow and financial condition 

and may affect SEC’s ability to satisfy its obligations to make the relevant payments under the Transaction 

Documents to which it is a party in order for the Issuer to pay the amounts due under the Certificates. 

SEC’s power plants can generally operate using either natural gas or other fuels. While SEC prefers to use 

natural gas for its generation plants, since it is the most environmentally friendly and efficient fuel and causes 

less damage to the power plants and equipment relative to other fossil fuels, the fuel that is ultimately used in 

that plant is largely dependent on the type of fuel that Saudi Aramco is able to supply to SEC for that plant. 

There is no guarantee that the fuel mix supplied by Saudi Aramco will be in line with SEC’s preferences in 

terms of efficiency and maintenance costs. 

In addition, as the sole supplier to SEC for fuel, in the event that Saudi Aramco is unable to supply some or all 

of the fuel required by the SEC Group or is unable to supply the required mix of fuels for the SEC Group’s 

generation facilities, the SEC Group’s ability to generate power from its plants would be materially adversely 

impacted unless it was able to source alternative fuel supplies, which may not be available. Moreover, since 

Saudi Aramco is obliged by royal decree to supply fuel to the SEC Group at prices which are below the market 

price, and the SEC Group has historically had the ability to defer payment for these fuel supplies, (see 

“Description of the SEC Group’s Business – Business Strengths – Government Support”), any alternative fuel 

supply arrangement would significantly increase the SEC Group’s operating costs. Any prolonged disruption in 

the supply of fuel by Saudi Aramco would, therefore, materially adversely affect the SEC Group’s business, 

prospects, results of operations and financial condition and may affect SEC’s ability to satisfy its obligations to 

make the relevant payments under the Transaction Documents to which it is a party in order for the Issuer to pay 

the amounts due under the Certificates. 

The SEC Group is reliant upon skilled personnel in the engineering and technical fields and may not be 

able to recruit and retain qualified personnel 

The SEC Group’s business and operations are dependent upon its ability to recruit and retain skilled engineering 

personnel and other technical personnel. If the SEC Group is unable to retain experienced, capable and reliable 

personnel, especially senior and middle management with appropriate professional qualifications, or fails to 

recruit skilled professional and technical staff to replace those who leave, the SEC Group’s operations may be 

adversely affected. There is significant demand for experienced and capable personnel in the engineering and 

technical fields in the Kingdom reflecting both the increasing number of independent power producers (IPP) 

and independent water and power producers (IWPP) projects which require such staff. In addition, the 

Government’s increasing focus on enforcing requirements for companies in the private sector in the Kingdom to 

employ a specified percentage of Saudi nationals as part of Vision 2030 may also increase competition for talent 

(see ‘Management and Employees – Saudisation’). As a Government-owned company, SEC already employs a 

high number of such personnel and is experiencing continued and increasing competition for their talents. 

Consequently, when talented and trained employees leave, SEC may have difficulty replacing them and may 

incur additional costs and expenses in securing such replacements.  

In addition, the loss of any member of SEC’s senior management team or the loss of any of the SEC Group’s 

other key employees may result in a loss of organisational focus, poor execution of operations, or an inability to 

identify and execute potential strategic initiatives such as expansion of capacity. The occurrence of any of these 

events may have a material adverse effect on the SEC Group’s business, financial condition, results of 

operations and cash flow and may affect SEC’s ability to satisfy its obligations to make the relevant payments 

under the Transaction Documents to which it is a party in order for the Issuer to pay the amounts due under the 

Certificates. 

The SEC Group may be subject to increased prices for any additional electricity it may be required to 

purchase, which may not be reflected in the tariffs that it is permitted to charge for the supply of 

electricity, and may not be able to obtain any additional electricity it may require 

At times of peak demand the SEC Group has, in the past, needed to purchase additional electricity from the 

SWCC and other available sources to meet demand and expects to continue to do so in the future. In the year 

ended 31 December 2017, SEC purchased 150,522 GWh of additional electricity from third-party suppliers, 

which constituted approximately 42.4 per cent. of total electricity generated and purchased during the year. See 

“Description of the SEC Group’s business – Businesses – Electricity generation – Generation capacity – Peak 

demand”. The SEC Group purchases additional electricity from SWCC pursuant to tariffs set by the Council of 
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Ministers. Under the current tariffs in force, the SEC Group pays SWCC SAR 120 per kilowatt (kW) for peak 

charges and SAR 20 per MWh for energy, such that the average combined price payable for demand charges 

and energy does not exceed SAR 38 per MWh. The Council of Ministers has the power to change these tariffs. 

Until the SEC Group increases its own installed generation capacity to levels which are sufficient to meet peak 

demand, any inability to purchase electricity from SWCC or any other available source or any increases in the 

prices which SWCC charges for the electricity that it generates or at which the SEC Group is able to purchase 

electricity from other sources and which is not matched by a corresponding increase in the tariff that the SEC 

Group is permitted to charge for electricity it supplies could have a material adverse effect on the SEC Group’s 

business, financial condition, results of operations and cash flow and may affect SEC’s ability to satisfy its 

obligations to make the relevant payments under the Transaction Documents to which it is a party in order for 

the Issuer to pay the amounts due under the Certificates. 

The SEC Group’s counterparties may default on their contractual obligations which may result in 

materially increased costs or losses for the SEC Group 

SEC Group companies enter into contracts with a range of counterparties, including customers, contractors, sub-

contractors, architects, engineers, operators, other service providers, suppliers and customers, and accordingly, 

the SEC Group is subject to the risk that a counterparty will be unable or unwilling to honour its contractual 

obligations and that any guarantee or performance bond in respect of such obligations will also not be honoured. 

The SEC Group’s counterparties may default on their obligations for any number of reasons, including as a 

result of their bankruptcy, a lack of liquidity or operational failure. Such counterparty risk is more acute in 

difficult market conditions where there is an enhanced risk of default by counterparties. 

For example, any failure of a material project counterparty or, where relevant, its guarantor, to fulfil its 

contractual obligations could adversely impact the SEC Group through delayed completion of the relevant 

project or through its impact on the operations of a completed project, including the construction of power 

plants in connection with SEC’s planned IPP programme. Even though the arrangements entered into by SEC 

with its contractors may allocate some of the risk of delays or failure to the contractors through the use of 

performance bonds, SEC may not always be able to obtain indemnification from its contractors with respect to 

any breaches, failures or delays and accordingly, the SEC Group may have to bear the additional costs required 

to complete the project. This may result in a material adverse effect on the SEC Group’s reputation, business, 

financial condition, results of operations and cash flows and may affect SEC’s ability to satisfy its obligations to 

make the relevant payments under the Transaction Documents to which it is a party in order for the Issuer to pay 

the amounts due under the Certificates. 

The SEC Group’s forecasts of future demand for electricity in the Kingdom may be inaccurate, which 

may lead to increased costs and operational inefficiency, as a result of too much capacity or the inability 

to meet demand 

The SEC Group’s current capital expenditure programme is based upon forecasts for growth in demand for 

electricity in the Kingdom which are based on a number of material assumptions, including population growth 

trends and trends in future electricity consumption and prices, and there is the risk that such assumptions may be 

inaccurate. Furthermore, SEC is increasingly committing to take-or-pay contracts with IPPs and IWPPs. To the 

extent that SEC has overestimated future electricity demand or under-utilises the services under its take-or-pay 

contracts and is, subsequently, unable to revise its capital expenditure programme, the SEC Group may be 

unable to receive the expected returns on its capital expenditure. To the extent that the SEC Group has 

underestimated future electricity demand, it may be unable to meet demand and may be required to purchase 

electricity from third-party sources at an increased rate that is not reflected in the tariffs charged. See “– The 

SEC Group may be subject to increased prices for any additional electricity it may be required to purchase, 

which may not be reflected in the tariffs that it is permitted to charge for the supply of electricity, and may not 

be able to obtain any additional electricity it may require”. Either result may have a material adverse effect on 

the SEC Group’s business, financial condition, results of operations and cash flows and may affect SEC’s ability 

to satisfy its obligations to make the relevant payments under the Transaction Documents to which it is a party 

in order for the Issuer to pay the amounts due under the Certificates. 
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Restrictive covenants included in certain of SEC’s financing arrangements could materially adversely 

impact its ability to raise financing in the future 

SEC is party to a number of long-term financing arrangements in the domestic and international capital markets. 

One of the domestic arrangements contains restrictive covenants, including restrictions on incurring additional 

indebtedness (subject to certain agreed exceptions) and compliance with leverage and minimum tangible net 

worth ratios. In order to issue the Certificates, SEC sought and obtained from the relevant lender its consent to 

the issue of the Certificates. In view of SEC’s increased external financing requirements as a result of its capital 

expenditure programme, it is likely that SEC may need to seek further consents in relation to future borrowings, 

and it is possible that SEC may need to renegotiate certain restrictive covenants, such as the leverage ratio, or 

seek waivers in respect of possible breaches of restrictive covenants. 

Should SEC need, in the future, to renegotiate any restrictive covenants or obtain a waiver in respect of any 

breach of such a covenant, no assurance can be given that it will be successful. Any failure to renegotiate such 

covenants could restrict SEC’s ability to raise financing in the future which could adversely impact its capital 

expenditure programme, which may have a material adverse effect on the SEC Group’s business, financial 

condition, results of operations and cash flows and may affect SEC’s ability to satisfy its obligations to make the 

relevant payments under the Transaction Documents to which it is a party in order for the Issuer to pay the 

amounts due under the Certificates. 

In addition, any breach of such covenants which is not waived by the relevant lender could result in the relevant 

financing being accelerated and potentially trigger cross-default provisions under the SEC Group’s other 

financing arrangements, including the Transaction Documents, which may have a material adverse effect on the 

SEC Group’s business, financial condition, results of operations and cash flows and may affect SEC’s ability to 

satisfy its obligations to make the relevant payments under the Transaction Documents to which it is a party in 

order for the Issuer to pay the amounts due under the Certificates. 

The SEC Group may experience equipment failures or such equipment may otherwise not operate as 

planned 

The operation of industrial facilities such as power generation plants means that the SEC Group’s business is 

exposed to certain operating risks. Such risks can include, among other things, unplanned outages, equipment 

failure or facilities operating inefficiently or below capacity. In addition, SEC may need to temporarily shut 

down some of its power plants and incur expenses in connection with inspections, maintenance or repair 

activities in addition to those that they currently conduct, including such additional activities required by 

regulators. Any such occurrences could affect SEC’s ability to supply electricity at levels sufficient to meet 

demand. Although SEC maintains back up facilities and is able to purchase electricity from third parties, there is 

no assurance that such alternative sources will be available when needed or that such sources will be able to 

provide adequate amounts of electricity to meet any shortfalls in SEC’s own supply. Any service disruption may 

cause loss in electricity generation, customer dissatisfaction, a decrease in revenues and other unforeseen costs 

and expenses which could have a material adverse effect on SEC’s reputation, business, results of operations 

and financial condition and cash flow and may affect SEC’s ability to satisfy its obligations to make the relevant 

payments under the Transaction Documents to which it is a party in order for the Issuer to pay the amounts due 

under the Certificates. 

The continual operation of power plants, as well as natural processes such as erosion and corrosion, has an 

impact on the condition of the equipment and components of SEC’s power plants. The impact of such operation 

and processes tends to increase as the plant, equipment and components grow older, and as a result, older plants 

and equipment generally require greater maintenance, operate less efficiently than more modern plant and 

equipment and, accordingly, are significantly more expensive to operate. Although SEC seeks to implement new 

inspections and maintenance practices, including proactively repairing or replacing equipment and components 

before they fail, SEC cannot give any assurance that it will be successful in its efforts, which could have a 

material adverse effect on its business, financial condition, results of operations and cash flow and may affect 

SEC’s ability to satisfy its obligations to make the relevant payments under the Transaction Documents to which 

it is a party in order for the Issuer to pay the amounts due under the Certificates. 

The SEC Group’s national average reserve capacity margin (which is the margin of actual generation capacity 

above the national peak demand for such capacity) was between 19.8 and 21.2 per cent. during the summer 

months of May to September in 2017, which is typically when electricity use is at its highest in the Kingdom. 

Given that peak demand times within the different regions in the Kingdom do not usually coincide due to the 
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relatively large geographical size of the Kingdom and the resulting differences in the time of day at which the 

sun is at its highest point and the time of sunrise and sunset, the national peak demand tends to be lower than the 

sum of peak demand levels in each region. This means that the effective capacity margin for each region may 

actually prove to be lower than the capacity margin calculated above the national peak demand. While the 

Kingdom’s four operating regions are almost fully interconnected through the transmission network, as a result 

of congestion and the fact that some isolated areas in the Kingdom are not yet connected to the transmission 

network, this has resulted in some regions of the Kingdom experiencing power outages in recent years. Such 

power outages have resulted in a loss of revenue for the SEC Group. To the extent that interconnection does not 

improve and such power outages continue to occur, this could result in a further loss of revenue, customer 

dissatisfaction and other unforeseen costs and expenses, and, accordingly, have an adverse effect on SEC’s 

reputation, business, financial condition, results of operations and cash flow and may affect SEC’s ability to 

satisfy its obligations to make the relevant payments under the Transaction Documents to which it is a party in 

order for the Issuer to pay the amounts due under the Certificates. 

The SEC Group may encounter difficulties in implementing its overall strategy and capital expenditure 

programme going forward, or such strategy and expansion plans may ultimately be unsuccessful 

The SEC Group is focused on significantly increasing its generation capacity to meet anticipated future demand, 

and improving the interconnectivity of its transmission network, both throughout the Kingdom and 

internationally. Additionally, the SEC Group is also in the process of restructuring its business, in connection 

with the Government’s initiative to promote greater competition in the electricity industry (see “Description of 

the SEC Group’s Business – Restructuring of the SEC Group”). 

There can be no assurance that SEC’s strategy and/or restructuring plans will be successful for, or that SEC will 

be successful in implementing, all aspects of its strategy and restructuring plans without exposing the SEC 

Group to risk. Unexpected events related to both internal and external factors (many of which are described 

elsewhere in “Risk Factors”) may occur which could impair the SEC Group’s ability to successfully implement 

any or a material part of its strategy and restructuring plans. Such events could have a material adverse effect on 

its reputation, business, financial condition, results of operations and cash flow and may affect SEC’s ability to 

satisfy its obligations to make the relevant payments under the Transaction Documents to which it is a party in 

order for the Issuer to pay the amounts due under the Certificates. 

The SEC Group’s facilities and operations may be adversely affected by terrorist attacks, natural 

disasters or other catastrophic events over which the SEC Group has no control 

Saudi Arabia has experienced occasional terrorist attacks and other disturbances in recent years and, 

accordingly, the SEC Group’s facilities and business operations could be adversely affected or disrupted by the 

same. In addition, the SEC Group’s facilities and business operations could be adversely affected or disrupted 

by natural disasters (such as earthquakes, tsunamis or fires, among others) or other potentially catastrophic 

events that are beyond the SEC Group’s control and which may not be covered by insurance, see “– The SEC 

Group may not be able to maintain sufficient insurance coverage for the risks associated with the operation of 

its business”. The Western and Southern operating regions (see “Description of the SEC Group’s business – 

History” for a description of SEC’s operating regions) have been prone to seismic activity in the past, although 

no power plants, transmission cables or distribution lines owned by the SEC Group have been affected as a 

result of any seismic activity to date. There can, however, be no assurance that the SEC Group’s business 

operations will not, in the future, be disrupted by catastrophic events. The occurrence of any of these events 

which results in material damage to one or more of SEC’s key generation facilities or any of its significant 

transmission or distribution infrastructure would adversely affect the SEC Group’s ability to supply electricity 

and therefore have a material adverse effect on its reputation, business, financial condition, results of operations 

and cash flow and may affect SEC’s ability to satisfy its obligations to make the relevant payments under the 

Transaction Documents to which it is a party in order for the Issuer to pay the amounts due under the 

Certificates. 

The SEC Group may not be able to maintain sufficient insurance coverage for the risks associated with 

the operation of its business 

The SEC Group’s operations may be affected by a number of risks, including terrorist acts and war-related 

events, for which full insurance cover is either not available or not available on commercially reasonable terms. 

For example, the SEC Group has not purchased business interruption, sabotage or terrorist insurance cover. In 

addition, the severity and frequency of various other events, such as accidents and other mishaps, business 
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interruptions or potential damage to its facilities, property and equipment caused by inclement weather, human 

error, pollution, labour disputes and natural catastrophes, may result in losses or expose the SEC Group to 

liabilities in excess of its insurance coverage. SEC cannot assure investors that its insurance coverage will be 

sufficient to cover losses arising from any, or all, of such events, or that it will be able to renew existing 

insurance cover on commercially reasonable terms, if at all. 

In addition, the SEC Group’s insurance policies are subject to commercially negotiated deductibles, exclusions 

and limitations, and the SEC Group will only receive insurance proceeds in respect of a claim made to the extent 

that its insurers have the funds to make payment. Therefore insurance may not cover all losses incurred by the 

SEC Group and no assurance is given that the SEC Group will not suffer losses beyond the limits of, or outside 

the cover provided by, its insurance policies. 

Should an incident occur in relation to which the SEC Group has no insurance coverage or inadequate insurance 

coverage, the SEC Group could lose the capital invested in, and anticipated future revenues relating to, any 

property that is damaged or destroyed and, in certain cases, the SEC Group may remain liable for financial 

obligations related to the impacted property. Similarly, in the event that any assessments are made against the 

SEC Group in excess of any related insurance coverage that it may maintain, its assets could be subject to 

attachment, confiscation or restraint under various judicial procedures. Any of these occurrences could have a 

material adverse effect on the SEC Group’s business, financial condition and results of operations and may 

affect SEC’s ability to satisfy its obligations to make the relevant payments under the Transaction Documents to 

which it is a party in order for the Issuer to pay the amounts due under the Certificates. 

SEC Group companies may be subject to liabilities as a result of any violation of applicable regulations 

affecting the electricity industry in the Kingdom, including environmental and safety standards 

The risks of environmental damage, such as pollution and leakage, are inherent in the electricity industry, and 

the use of machinery and high-voltage equipment may involve significant health and safety risks. Potential 

health, safety and environmental events that may materially impact SEC’s operations include fires, flooding, 

explosions, light vehicle incidents, falls from height, electrocutions, incidents involving equipment and 

emissions of harmful gases or chemicals. Fatalities, or serious injury, to employees or site contractors may occur 

due to these or other factors. Such events have occurred in the past and may occur in the future.  

The SEC Group is subject to an electricity law which was enacted in the Kingdom pursuant to Royal Decree 

M/56 dated 20/10/1426H (corresponding to 22/11/2005G) (the Electricity Law) and is regulated by ECRA. The 

Electricity Law sets out the principal tasks of the Ministry of Water and Electricity and regulates, among other 

things, licensing, the scope of ECRA and the Ministry of Water and Electricity’s regulatory authority and the 

setting of non-residential tariffs by ECRA. As a result, the SEC Group is subject to applicable environmental 

and safety regulations in force in the Kingdom which set various standards for regulating certain aspects of 

health, safety, security and environmental quality and impose civil and criminal penalties and other liabilities for 

any violations. See “Description of the SEC Group’s Business – Regulation”.  

SEC has adopted environmental standards applicable to its operations and, while as at the date of this Prospectus 

SEC believes it is in compliance with all applicable environmental and safety regulations in force in the 

Kingdom, there can be no guarantee that it will continue to be in compliance in the future. Should any SEC 

Group company fail to comply with any such regulations, it may be liable for penalties and/or the consequences 

of default under any contractual obligations requiring it to comply with applicable regulations. 

In addition, relevant authorities in the Kingdom may enforce existing regulations, including environmental and 

safety laws and regulations, more strictly than they have done in the past and may in the future impose stricter 

standards, or higher levels of fines and penalties for violations, than those which are in effect at present. 

Accordingly, SEC is unable to estimate the future financial impact of compliance with, or the cost of a violation 

of, any applicable regulations. 

Any occurrence of environmental damage or loss of life or serious injury to its employees as a result of any 

breach of applicable safety legislation may result in a disruption of the SEC Group’s services or cause 

reputational harm, and significant liability could be imposed on SEC for damages, clean-up costs and penalties 

and/or compensation as a result. 

The occurrence of any of these events may also cause disruption to the SEC Group’s projects and operations and 

result in additional costs to the SEC Group, which may have a material adverse effect on the SEC Group’s 
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business, financial condition, results of operations and cash flows may affect SEC’s ability to satisfy its 

obligations to make the relevant payments under the Transaction Documents to which it is a party in order for 

the Issuer to pay the amounts due under the Certificates. 

The SEC Group may become subject to competition 

SEC is currently the primary generator and sole-off taker of electricity in the Kingdom and has a regulated 

monopoly position in respect of both the transmission of electric power and the distribution of electricity to 

consumers in the Kingdom. The Government is in the process of restructuring the electricity sector in the 

Kingdom and enacted a new electricity law on 20/10/1426H (corresponding to 22/11/2005G), which sets out a 

new regulatory framework for the industry. As part of its efforts to restructure the electricity sector, the 

Government intends to promote greater competition in the electricity industry by facilitating the establishment 

of IPPs and IWPPs. Since SEC is the sole off-taker of all energy produced by these IPPs and IWPPs pursuant to 

long-term power purchase agreements, SEC may be required to reduce the electricity generated at its own plants 

to continue meeting its purchase obligations under these long-term power purchase agreements, potentially at a 

higher cost than would otherwise be expended for electricity produced by its own plants, in response to any 

decreases in consumer demand, which may increase costs and adversely affects its results of operations. SEC is 

currently working with ECRA to facilitate this restructuring. See “Description of the SEC Group’s business – 

Restructuring of the SEC Group”.  

Although the SEC Group does not expect the introduction of competition in the near term, over the longer term, 

the Government’s plans to create competition and encourage privatisation of the electricity sector, particularly if 

such changes are made without introducing flexibility to the tariff regime, could have a material adverse effect 

on SEC’s business, financial condition, results of operations, cash flows and affect its ability to satisfy its 

obligations to make the relevant payments under the Transaction Documents to which it is a party in order for 

the Issuer to pay amounts due on the Certificates. 

The SEC Group is involved in ongoing discussions, disputes and litigation with suppliers, regulators and 

other parties, the ultimate outcome of which is uncertain 

In the ordinary course of its business, the SEC Group is subject to risks relating to legal and regulatory 

proceedings to which it or SEC Group companies are currently a party or which could develop in the future, 

including (i) a number of ongoing disputes with Saudi Aramco, its sole supplier of fuel (see “Description of the 

SEC Group’s Business—Disputes with Saudi Aramco”), (ii) a claim with a total of SAR 375 million received by 

SEC from the General Authority of Zakat and Tax (GAZT) in respect of Zakat owed for the years 2009 to 2014 

(see “Description of the SEC Group’s Business—Litigation—Zakat Liabilities”) and (iii) accusations by the 

National Anti-Corruption Commission (Nazaha) that some officials and employees at SEC in the Eastern 

Province have misused public funds (see “Description of the SEC Group’s Business—Litigation—Nazaha 

investigation”). Litigation and regulatory proceedings are unpredictable and legal or regulatory proceedings in 

which the SEC Group is or becomes involved (or settlements thereof) could have a material adverse effect on its 

business, financial condition, results of operations and prospects and affect its ability to satisfy its obligations to 

make the relevant payments under the Transaction Documents to which it is a party in order for the Issuer to pay 

amounts due on the Certificates.  

RISKS RELATING TO INVESTMENTS IN COMPANIES OPERATING IN THE KINGDOM OF 

SAUDI ARABIA 

The SEC Group is subject to economic and political conditions in the Middle East, in general, and in the 

Kingdom, in particular 

The SEC Group’s operations are exclusively located in the Kingdom. As a result, the SEC Group’s operating 

results and growth are and will be affected by general financial, political, social and economic developments in 

or affecting the Kingdom and/or the Middle East and, in particular, by the level of economic activity in the 

Kingdom. There can be no assurance that economic conditions in the Kingdom will not worsen in the future or 

that demand for electricity will not stagnate or decrease, any of which may result in a material adverse effect on 

the SEC Group’s business, financial condition, results of operations and cash flow and may affect SEC’s ability 

to satisfy its obligations to make the relevant payments under the Transaction Documents to which it is a party 

in order for the Issuer to pay the amounts due under the Certificates. 
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Similar to other countries in the Middle East, the Kingdom could be affected by political and social unrest in the 

region. Several countries in the region are currently subject to armed conflicts and/or social and political unrest, 

including conflicts or disturbances in Yemen, Syria, Libya and Iraq, as well as the multinational conflict with 

‘Da’esh’ (also referred to as the ‘Islamic State’). In some instances, the recent and ongoing conflicts are a 

continuation of the significant political and military upheaval experienced by certain regional countries from 

2011 onwards, commonly referred to as the ‘Arab Spring’, which gave rise to several instances of regime 

change and increased political uncertainty across the region. In addition, tensions have persisted between the 

Kingdom and Iran, as exemplified in January 2016 by the Kingdom recalling its ambassador to Iran. 

Furthermore, in March 2015, a coalition of countries, led by the Kingdom and supported by the international 

community, commenced military action against the Al-Houthi rebels in Yemen. Although the coalition scaled 

back its military operations in Yemen in March 2016 and a ceasefire was declared in April 2016, the conflict in 

Yemen is not yet fully resolved, military operations continue at a reduced scale. The Kingdom was targeted on 

several occasions by ballistic missiles fired by the Al-Houthi rebels in Yemen during 2017 and 2018, all of 

which have been successfully intercepted by Saudi Arabia’s defence systems. There can be no assurance that the 

conflict in Yemen will not continue or re-escalate. 

On 5 June 2017, three Gulf Cooperation Council (the GCC) countries – Saudi Arabia, the UAE and Bahrain – 

as well as Egypt and Yemen – severed diplomatic ties with Qatar, as well as cutting trade and transport links and 

imposing sanctions on Qatar. The stated rationale for such actions was Qatar’s support of terrorist and extremist 

organisations and Qatar’s interference in the internal affairs of other countries. There can be no assurance as to 

when diplomatic relations will be restored or when air, land and sea connections will be reopened with Qatar.  

These geopolitical events may contribute to instability in the Middle East and surrounding regions (that may or 

may not directly involve the Kingdom) and may have a material adverse effect on the Kingdom’s attractiveness 

for foreign investment and capital, its ability to engage in international trade and, subsequently, its economy and 

financial condition, which, in turn, could have a material adverse effect on the SEC Group’s business, financial 

condition, results of operations and cash flow and may affect SEC’s ability to satisfy its obligations to make the 

relevant payments under the Transaction Documents to which it is a party in order for the Issuer to pay the 

amounts due under the Certificates. 

Investors should also be aware that investing in emerging markets such as the Kingdom entails greater risks than 

investing in more developed markets, including risks such as: 

 political, social and economic issues; 

 external acts of warfare and clashes; 

 governmental actions or interventions, including tariffs, protectionism, subsidies, expropriation of 

assets and cancellation of contractual rights; 

 changes in, or in the interpretation, application or enforcement of, law and regulation; 

 difficulties and delays in obtaining new permits and consents for the SEC Group’s operations or 

renewing existing ones; and 

 potential lack of reliability as to title to real property. 

Accordingly, the market value of the Certificates may fluctuate for reasons unrelated to the financial 

performance of SEC. Investors should exercise particular care in evaluating the risks involved and must decide 

for themselves whether, in the light of those risks, their investment is appropriate. Generally, investment in 

emerging markets is only suitable for sophisticated investors who fully appreciate the significance of the risks 

involved. 

Legislative and regulatory changes in the Kingdom may adversely affect SEC’s operations 

SEC’s activities are subject to the laws of the Kingdom, including the Ministry of Energy, Industry and Mineral 

Resources’ regulations. Laws and regulations that are applied in the Kingdom may change from time to time. 

The Kingdom is also involved in ongoing negotiations relating to an international agreement to lower 

greenhouse gas emissions. 
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Changes in such laws and regulations and the imposition of any international obligations or frameworks could 

impose restrictions on SEC, as well as result in unanticipated costs. The occurrence of any of the above could 

have a material adverse effect on SEC’s business, financial condition, results of operations and affects its ability 

to make the relevant payments under the Transaction Documents to which it is a party in order for the Issuer to 

pay amounts due on the Certificates. 

The Kingdom’s economy and the Government’s budget are highly dependent upon revenues from oil 

The hydrocarbon industry is the single largest contributor to Saudi Arabia’s economy and oil revenues account 

for a majority of the Government’s total revenues and export earnings. Based on preliminary figures for 2017, 

the oil sector accounted for 43.0 per cent. and 44.0 per cent. of Saudi Arabia’s real gross domestic product 

(GDP) and 28.5 per cent. and 24.6 per cent. of Saudi Arabia’s nominal GDP in the years ended 31 December 

2017 and 2016, respectively. Based on preliminary figures, oil revenues accounted for 63.0 per cent. and 

64.3 per cent. of total Government revenues in the fiscal years 2017 and 2016, respectively. Based on 

preliminary figures, oil exports accounted for 77.0 per cent. and 74.2 per cent. of Saudi Arabia’s total exports by 

value in the years ended 31 December 2017 and 2016, respectively.   

Historically, the price of oil has been volatile and over the past two decades international oil prices have 

fluctuated significantly. More recently, international oil prices have witnessed a significant decline since mid-

2014, with the OPEC Reference Basket price (a weighted average of prices per barrel for petroleum blends 

produced by the OPEC countries) declining from a monthly average of U.S.$107.89 per barrel in June 2014 to a 

monthly average of U.S.$26.50 per barrel in January 2016, before partially recovering to a monthly average of 

U.S.$49.60 per barrel in August 2017. In May 2018, the average price has further recovered to U.S.$74.11 per 

barrel. The monthly price per barrel of Arabian Light Crude Oil (which is produced by the Kingdom and 

constitutes part of the OPEC Reference Basket) has also moved in line with these trends.  

The current sustained decline in global oil prices can be attributed to a number of factors, including, but not 

limited to, a decline in demand for oil due to a worsening of global economic conditions, the increase in oil 

production by other producers and competition from alternative energy sources. In general, international prices 

for crude oil are also affected by the economic and political developments in oil producing regions, particularly 

the Middle East; prices and availability of new technologies; and the global climate and other relevant 

conditions. There can be no assurance that these factors, in combination with others, will not result in a 

prolonged or further decline in oil prices, which may continue to have an adverse effect on the Kingdom’s GDP 

growth, Government revenues, balance of payments and foreign trade.  Future volatility in the price of oil could 

adversely affect the Kingdom’s economy and the Government’s budget. As a recipient of significant support 

from the Government (see “–The SEC Group has benefitted from significant Government support, and any 

reduction or delay in the level of support provided to the SEC Group could significantly and adversely affect its 

business, results of operations and financial condition”), any effect on the availability of financial support from 

the Government as a result of volatility in oil prices could have a material adverse effect on the SEC Group’s 

business, financial condition and results of operations and may affect SEC’s ability to satisfy its obligations to 

make the relevant payments under the Transaction Documents to which it is a party in order for the Issuer to pay 

the amounts due under the Certificates. 

The Government’s efforts to diversify the Kingdom’s economy and effect structural changes may have 

undesirable effects and there can be no assurance that these diversification efforts will be successful 

While the oil sector contributes to a significant portion of the Kingdom’s economy, in recent years the 

Government has invested heavily in diversifying the Kingdom’s economy to reduce its reliance on oil revenues 

and to diversify the Kingdom’s economic base and sources of national income. In light of the low oil price 

environment, the objective of economic diversification in the Kingdom has taken on greater significance for the 

Government, and the Government has recently announced various measures aimed at, among other things, 

achieving increased diversification of the Kingdom’s economy.  

While the contribution of the non-oil sector to the Kingdom’s economy is gradually increasing on the basis of 

recent trends, oil exports and oil-related revenues still constitute a high proportion of the Kingdom’s total export 

earnings and Government revenues, respectively. There can be no assurance that these trends will continue in 

the future or that they will continue to a sufficient extent to achieve effective and adequate diversification of the 
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economy. In addition, the recent increase in the contribution of the non-oil sector to Government revenues and 

total exports can also be partially attributed to the decline in global oil prices since mid-2014 and the consequent 

significant decrease in Government revenues and export earnings attributable to the oil sector.  

The Government is also seeking to implement far-reaching reforms of the Kingdom’s economy and society, 

including through initiatives such as the National Transformation Programme 2020 (NTP 2020) and Vision 

2030. Some of the measures envisaged include the greater participation of Saudi citizens in the private sector, a 

decrease in certain subsidies historically available to the fuel and energy sectors, as well as the imposition of 

new taxes and administrative fees. The implementation of these and other similar measures may be a lengthy 

and complex process, and there can be no assurance that these measures will not have unexpected or undesirable 

consequences in the Kingdom. The implementation of these and other similar measures, in whole or in part, may 

have a disruptive effect and consequently may have an adverse effect on the macroeconomic environment in the 

Kingdom, which could have a material adverse effect on SEC’s business, financial condition, results of 

operations and affects its ability to make the relevant payments under the Transaction Documents to which it is 

a party in order for the Issuer to pay amounts due on the Certificates. 

There can be no assurance that the Government will be able to successfully implement the objectives of Vision 

2030 or the NTP 2020, and any failure to do so, in whole or in part, may result in the Government being unable 

to achieve the diversification of the economy and its sources of revenue to the required extent. Additionally, to 

the extent that a prolonged or further decline in oil prices has an adverse impact on Government revenues, this 

may in turn adversely impact the Government’s ability to invest in the diversification of Saudi Arabia’s 

economy. A failure to diversify Saudi Arabia’s economy may result in its economy remaining susceptible to the 

risks associated with the oil sector, and any downturn in the oil sector could result in a slowdown of the entire 

economy, which, in turn, could have a material adverse effect on SEC’s business, financial condition, results of 

operations and affects its ability to make the relevant payments under the Transaction Documents to which it is 

a party in order for the Issuer to pay amounts due on the Certificates. 

RISK FACTORS RELATING TO THE CERTIFICATES 

The Certificates are limited recourse obligations and investors may not be able to seek full recourse for 

failure to make payments due on the Certificates 

The Certificates are not debt obligations of the Issuer. Instead, the Certificates of each Series represent a 

beneficial ownership interest solely in the Trust Assets in respect of that Series. Recourse to the Issuer in respect 

of the Certificates of a Series is limited to the Trust Assets in respect of that Series and the proceeds of these 

Trust Assets are the sole source of payments on such Certificates. Upon the occurrence of a Dissolution Event, 

the sole right of each of the Trustee, the Delegate and, through the Delegate, the Certificateholders will be 

against SEC to perform its obligations under the relevant Transaction Documents to which it is a party. 

Certificateholders of a Series will have no recourse to any assets of the Trustee (including the Trust Assets in 

respect of the other Series), the Delegate, SEC, the Issuer, any Agent or any director or officer of the Trustee, or 

any affiliate of the foregoing entities in respect of any shortfall in the expected amounts due under the Trust 

Assets in respect of that Series. SEC is obliged to make certain payments under the Transaction Documents to 

which it is a party directly to the Issuer. The Trustee and the Delegate will have direct recourse against SEC to 

recover such payments due to the Issuer pursuant to the Transaction Documents. In the absence of default by the 

Delegate, investors have no direct recourse to SEC and there can be no assurance that the net proceeds of the 

realisation of, or enforcement with respect to, the Trust Assets in respect of that Series will be sufficient to make 

all payments due in respect of that Series. In the event that the proceeds of the Trust Assets in respect of a Series 

are not sufficient to satisfy the payments under that Series, the relevant Certificateholders shall have no recourse 

against any other assets of the Issuer (including the Trust Assets in respect of the other Series), or against any 

director or officer of the Issuer. After enforcing or realising the Trust Assets in respect of a Series and 

distributing the net proceeds of these Trust Assets in accordance with Condition 6.2 the obligations of the Issuer 

in respect of the Certificates shall be satisfied and neither the Delegate nor any Certificateholder may take any 

further steps against the Issuer to recover any further sums in respect of that Series and the right to receive any 

such sums unpaid shall be extinguished. 
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Furthermore, under no circumstances shall any Certificateholder, the Trustee or the Delegate have any right to 

cause the sale or other disposition of any of the Trust Assets in respect of a Series except pursuant to the 

Transaction Documents of that Series and the sole right of the Trustee, the Delegate and the Certificateholders 

against SEC shall be to enforce the obligation of SEC to perform its obligations under such Transaction 

Documents to which it is a party. 

There can be no assurance that a secondary market for the Certificates will develop 

There is no assurance that a market for the Certificates will develop or, if it does develop, that it will provide the 

Certificateholders with liquidity of investment or that it will continue for the life of the Certificates. In addition, 

liquidity may be limited if large allocations of the Certificates are made. Accordingly, a Certificateholder may 

not be able to find a buyer to buy its Certificates readily or at prices that will enable the Certificateholder to 

realise a desired yield. The market value of the Certificates may fluctuate and a lack of liquidity, in particular, 

can have a material adverse effect on the market value of the Certificates. Accordingly, the purchase of the 

Certificates is suitable only for investors who can bear the risks associated with a lack of liquidity in the 

Certificates and the financial and other risks associated with an investment in the Certificates. An investor in the 

Certificates must be prepared to hold the Certificates for an indefinite period of time or until their maturity. 

Application has been made to Euronext Dublin for the Certificates to be admitted to trading on its Main 

Securities Market but there can be no assurance that such listings will occur on or prior to the Closing Date, if at 

all. 

Legal investment considerations may restrict certain investments 

The investment activities of certain investors are subject to legal investment laws and regulations, or review or 

regulation by certain authorities. Each potential investor should consult its legal advisers to determine whether 

and to what extent (i) the Certificates are legal investments for it, (ii) the Certificates can be used as collateral 

for various types of borrowing and (iii) other restrictions apply to its purchase or pledge of the Certificates. 

Financial institutions should consult their legal advisers or the appropriate regulators to determine the 

appropriate treatment of the Certificates under any applicable risk-based capital or similar rules. 

The Certificates may be subject to early redemption 

In the event that the amount payable on the Certificates is required to be increased to include additional amounts 

in accordance with the Conditions and/or SEC is required to pay additional amounts pursuant to certain 

Transaction Documents, in each case as a result of certain changes affecting taxation in the Kingdom or the 

Cayman Islands (as the case may be), or in each case any political subdivision or any authority thereof or therein 

having power to tax, the Issuer may redeem all but not some only of the Certificates of each Series upon giving 

notice in accordance with the Conditions of the Certificates prior to their Scheduled Dissolution Date. 

The Certificateholders may face foreign exchange risks or adverse tax consequences by investing in the 

Certificates 

The Issuer will pay amounts due on the Certificates in U.S. dollars. If the Certificateholders measure their 

investment returns by reference to a currency other than U.S. dollars (the Certificateholder’s Currency), an 

investment in the Certificates will entail foreign exchange-related risks due to, among other factors, possible 

significant changes in the value of the U.S. dollar, as applicable, relative to the Certificateholder’s Currency 

because of economic, political and other factors over which the Issuer has no control and the risk that authorities 

with jurisdiction over the Certificateholder’s Currency may impose or modify exchange controls. Depreciation 

of the U.S. dollar, as applicable, against the Certificateholder’s Currency could cause a decrease in the effective 

yield of the Certificates below their stated Periodic Distribution Amount and could result in a loss to the 

Certificateholders when the return on the Certificates is translated into the Certificateholder’s Currency. 

Investment in the Certificates may also have important tax consequences as a result of any foreign currency 

exchange gains or losses. 

The conditions of the Certificates, the Declaration of Trust and the other Transaction Documents contain 

provisions which may permit their modification without the consent of all investors and confer significant 
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discretions on the Delegate which may be exercised without the consent of the Certificateholders and 

without regard to the individual interests of particular Certificateholders 

The conditions of the Certificates contain provisions for calling meetings of Certificateholders to consider 

matters affecting their interests generally. These provisions permit defined majorities to bind all 

Certificateholders including Certificateholders who did not attend and vote at the relevant meeting and 

Certificateholders who voted in a manner contrary to the majority. 

The conditions of the Certificates and the Declaration of Trust also provide that the Delegate may, without the 

consent of Certificateholders and without regard to the interests of particular Certificateholders, agree to any 

modification of any of the provisions of the Certificates, the Declaration of Trust or any other Transaction 

Document if, in the opinion of the Delegate, such modification is (a) of a formal, minor or technical nature, (b) 

made to correct a manifest error, or (c) not materially prejudicial to the interests of Certificateholders. The 

Delegate may further agree to any waiver or authorisation of any breach or proposed breach of the conditions of 

the Certificates, the Declaration of Trust or any other Transaction Document, or determine without the consent 

of the Certificateholders that any SEC Event or potential SEC Event shall not be treated as such, in each such 

case as further described in Condition 18. 

RISK FACTORS RELATING TO ENFORCEMENT 

There are uncertainties around the choice of English law as the governing law of certain Transaction 

Documents and around enforcement of foreign judgments 

The Certificates and certain of the Transaction Documents are expressed to be governed by English law as set 

out below and provide for the resolution of disputes by arbitration under the Arbitration Rules of the London 

Court of International Arbitration, subject only to an option for the Trustee or Delegate to bring proceedings 

before English courts. Despite this, the courts and judicial committees of the Kingdom may not recognise the 

choice of English law. In addition, whilst the option made in favour of the Trustee and the Delegate to elect for 

arbitration or the English courts is valid under English law and is not restricted under Saudi Arabian law, 

investors should note that there are no Saudi Arabian court precedents confirming the validity of this option and 

as such there can be no assurance whether the Saudi Arabian courts will recognise and enforce any arbitral 

award or judgment made under this option. Accordingly, in any proceedings relating to the Certificates in the 

Kingdom, Shari’ah, as interpreted in the Kingdom, may be applied by the relevant court or judicial committee. 

The courts and judicial committees of the Kingdom have the discretion to deny the enforcement of any 

contractual or other obligations, if, in their opinion, the enforcement thereof would be contrary to the principles 

of Shari’ah. In addition to the above, courts in the Kingdom are unlikely to enforce any foreign judgment 

without re-examining the merits of the claim. Moreover, provisions of foreign law which are deemed contrary to 

public policy, order or morals in the Kingdom (including Shari’ah principles), or to any mandatory law of, or 

applicable in, the Kingdom, may not be enforceable in the Kingdom. 

Until recently, disputes of a commercial nature in the Kingdom were heard before a court called the Board of 

Grievances, which strictly applies Shari’ah. However, with the enactment of a new Law of the Judiciary that 

was issued pursuant to Royal Decree no. M/78 dated 19 /09/1428H (corresponding to 01/10/2007G), and 

pursuant to the Circular of the Supreme Court of Justice no. T/967 dated 01/01/1439H (corresponding to 

22/09/2017G) (the Supreme Court of Justice Circular), this jurisdiction has been transferred to the 

Commercial Courts in the Kingdom (except for claims and violations of commercial laws that used to be outside 

the jurisdiction of the Board of Grievances under the Law of Procedure before Shari’ah Courts that was issued 

pursuant to Royal Decree no. M/1 dated 22/01/1435 (corresponding to 26/11/2013G) (the Law of Procedure 

before Shari’ah Courts) which will continue to be heard by the Penal Courts and relevant circuits until the 

Supreme Court of Justice completes the mechanism of implementing suspended articles of the Shari’ah 

Proceedings Law).  

Further, a new Bankruptcy Law was issued and published in the Kingdom in 22 February 2018 pursuant to 

Royal Decree no. M/50 dated 28/05/1439H (corresponding to 14/02/2018G) (the Bankruptcy Law), which 

came into effect on 18 August 2018. The Bankruptcy Law has transferred the jurisdiction to supervise 
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insolvency and bankruptcy proceedings of commercial entities from the Board of Grievances to the Commercial 

Courts. 

Until recently, the Board of Grievances also had exclusive jurisdiction to consider the enforcement of foreign 

judgments and arbitral awards. However, with the enactment of the new Enforcement Law (Royal Decree no. 

M/53 dated 13/08/1433H corresponding to 07/03/2012G) (the Enforcement Law), this jurisdiction has been 

transferred to newly-created “Enforcement Departments” within the General Courts staffed by specialized 

“enforcement judges”. Accordingly, if a judgment from an English court or a U.S. court were to be enforced in 

the Kingdom, it would need to be submitted to the Enforcement Departments in the General Courts for 

enforcement. 

The Enforcement Departments may, at their discretion, enforce all or any part of a foreign judgment or arbitral 

award provided that: (a) there is reciprocity in the enforcement of Saudi Arabian judgements or arbitral awards 

in the courts of the relevant jurisdiction; (b) the courts of the Kingdom do not hold jurisdiction over the dispute 

and the foreign judgment or arbitral award was issued in accordance with the jurisdictional rules of that country; 

(c) the respective parties to the foreign judgement or arbitral award were present, duly represented and able to 

defend themselves; (d) the judgment or arbitral award is final; (e) the judgment or arbitral award does not 

conflict with any ruling or order issued by a court of competent jurisdiction on the same matter in the Kingdom; 

and (f) the judgment or arbitral award is not contrary to any public policy of the Kingdom. Reciprocity may be 

demonstrated by way of the existence of a treaty or protocol between the Kingdom and the relevant jurisdiction 

or by virtue of a plaintiff providing evidence that the relevant foreign court has recognised and enforced a Saudi 

Arabian judgment on a previous occasion. In the case of an English judgment or a judgment predicated upon 

United States federal law or state securities law, there is no relevant treaty and, accordingly, Certificateholders 

seeking to enforce an English judgment or a judgment predicated upon United States federal law or state 

securities law might be required to adduce other evidence of such reciprocity. No assurance can be given that 

investors would be able to meet the requirements of reciprocity of enforcement. In addition, even if 

Certificateholders were able to meet this requirement, they should be aware that if any terms of the Certificates 

or the Transaction Documents (including any provisions relating to the payment of profit) were found to be 

inconsistent with Shari’ah, they would not be enforced by the Enforcement Departments. 

Arbitration awards relating to disputes under certain of the Transaction Documents may not be 

enforceable in the Kingdom 

The parties to certain of the Transaction Documents have agreed to refer any unresolved dispute in relation to 

such Transaction Documents to arbitration under the Arbitration Rules of the London Court of International 

Arbitration, subject to the option of the Trustee and the Delegate to bring an action in the English courts. 

Although the Kingdom is a party to the New York Convention on the Recognition and Enforcement of Foreign 

Arbitral Awards 1958 (the New York Convention), enforcement in the Kingdom of a foreign arbitration is not 

certain. For example, there are a number of circumstances in which recognition of an arbitral award under the 

New York Convention may be declined, including where the award is contrary to the public policy of the 

receiving state. As a consequence, any arbitral award deemed by a court in the Kingdom as contrary to the 

public policy of the Kingdom may not be enforceable in the Kingdom. 

The choice of English law in certain of the Transaction Documents and any judgments pursuant to 

English law relating to the Transaction Documents may not be enforceable in the Kingdom 

Certain of the Transaction Documents are expressly governed by English law as set out below. There is 

uncertainty in the Kingdom regarding the enforceability of choice of law provisions. Furthermore, courts in the 

Kingdom are unlikely to enforce any foreign judgment without re-examining the merits of the claim. Moreover, 

provisions of foreign law which are deemed contrary to public policy, order or morals in the Kingdom 

(including Shari’ah principles), or to any mandatory law of, or applicable in, the Kingdom, may not be 

enforceable in the Kingdom. 

The terms of the Declaration of Trust may not be enforceable in the Kingdom 

The laws of the Kingdom do not recognise the concept of a trust or beneficial interests. Accordingly, there is no 

certainty that the terms of the Declaration of Trust (which is governed by English law) would be enforced by the 
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courts of the Kingdom and as such, there can be no assurance that the obligations of the Trustee under the 

Declaration of Trust to act on behalf of the Certificateholders in accordance with their instructions (given in 

accordance with the terms and conditions of the Certificates) are enforceable as a matter of contract under the 

laws of the Kingdom or that the courts of the Kingdom would recognise any claim of the Delegate on behalf of 

Certificateholders under the Transaction Documents pursuant to the Declaration of Trust. 

There is uncertainty regarding the adjudication of claims relating to the Transaction Documents under 

the laws of the Kingdom 

Certain of the Transaction Documents are expressly governed by, and are to be construed in accordance with, 

the laws of the Kingdom. Furthermore, such Transaction Documents provide that the Committee for the 

Resolution of Securities Disputes and the Appeal Panel (the Committee) shall have jurisdiction to hear and 

determine any suit, action or proceedings, and to settle any disputes, which may arise out of or in connection 

with such Transaction Documents. To the best of the Issuer’s and SEC’s knowledge, no securities of a similar 

nature to the Certificates have previously been the subject of adjudicatory interpretation or enforcement in the 

Kingdom. Accordingly, it is uncertain exactly how and to what extent the Transaction Documents would be 

enforced by the Committee or by any other adjudicatory authority in the Kingdom. Furthermore, the 

Government recently approved a restructuring of the judicial system, which contemplates the review of the 

jurisdiction and status of the Committee. It is not currently clear what the outcome of this review will be or its 

impact on any claims relating to the Transaction Documents. 

There are concerns as to the effectiveness under Saudi Arabian law of any transfer of an interest in an 

asset in the Kingdom to a Saudi Arabian company on behalf of foreign nationals unless a corporate 

presence is formed in the Kingdom and the relevant licensing requirements have been met 

The Foreign Investment Law issued under Royal Decree No. M/1 dated 5/1/1421H (corresponding to 

10/4/2000G) and the Anti-Cover Up Regulations issued in the Official Gazette on 28/5/1425H (corresponding to 

16/7/2004G) prohibit Kingdom companies from doing business in the Kingdom on behalf of foreign nationals 

unless a corporate presence is formed in the Kingdom and the relevant licensing requirements have been met. 

The Trustee could be interpreted as contravening this prohibition by entering into each Purchase Agreement and 

the other relevant Transaction Documents to which it is a party.  

On the basis of the foregoing, prospective investors should note that there is uncertainty as to the effectiveness 

under Saudi Arabian law of any transfer of an interest in an asset in the Kingdom pursuant to the Transaction 

Documents, absent compliance with the matters specified above. As a result, if SEC fails to comply with its 

obligations under the Transaction Documents, a Saudi Arabian court or judicial or administrative tribunal is 

likely proceed in one of the following two ways: 

(a) a Saudi Arabian court or judicial or administrative tribunal may consider the Transaction Documents as 

a whole and give effect to the commercial intention of the parties to treat the arrangements set out 

therein as a financing transaction without requiring compliance with the Foreign Investment Law (and 

as not being in breach of the Anti-Cover Up Regulations), and subject to the other risks described in 

this “– Risk Factors relating to enforcement” section may enforce the payment obligations set out in 

the relevant Transaction Documents; or 

(b) a Saudi Arabian court or judicial or administrative tribunal may characterise the transactions 

contemplated by each Purchase Agreement and the other relevant Transaction Documents as an 

unlawful investment which is void as a result of non-compliance with any of the matters specified 

above. If that is the case, a Saudi Arabian court or judicial or administrative tribunal is likely to require 

that SEC return to the Trustee the relevant proceeds of the issuance of the Certificates of the relevant 

Series less any rental amounts already paid, and may appoint an expert to determine the amount of 

damages (if any) to which the parties may be entitled to. 
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Claims for specific performance under the Transaction Documents may not be granted and there can be 

no assurances as to the level of damages that may be awarded in the event of a breach under the 

Transaction Documents 

In the event that SEC fails to perform its obligations under any Transaction Document, the potential remedies 

available to the Issuer, the Trustee and the Delegate include obtaining an order for specific performance of the 

relevant obligations or a claim for damages. There can be no assurance that a court will provide an order for 

specific performance which is a discretionary matter or that any order for specific performance granted by an 

English court will be recognised or enforced by the courts in the Kingdom. Furthermore, the amount of damages 

which a court in the Kingdom may award in respect of a breach will depend upon a number of possible factors 

including an obligation on the Issuer, the Trustee or the Delegate to mitigate any loss arising as a result of the 

breach. No assurances can be provided as to the level of damages which a court may award in the event of a 

failure by SEC to perform its obligations as set out in the Transaction Documents. 

Courts and judicial committees of the Kingdom will not give effect to penalties and certain types of 

indemnities 

Prospective Certificateholders should note that should any provision of the Transaction Documents be construed 

by a court or judicial committee in the Kingdom to be an agreement to pay a penalty rather than a genuine 

estimate of loss incurred, such provision would not be enforced in the Kingdom. Further, any indemnity 

provided by SEC pursuant to the Transaction Documents or in relation to any Series may not be enforceable 

under the laws and regulations of the Kingdom to the extent that it (a) purports to be effective notwithstanding 

any judgment or order of a court to the contrary or (b) is contrary to any applicable law or public policy relating 

thereto. 

Compliance with bankruptcy laws in the Kingdom may affect SEC’s ability to perform its obligations 

under the Transaction Documents 

In the event of SEC’s insolvency, bankruptcy laws in the Kingdom may adversely affect SEC’s ability to 

perform its obligations under the Transaction Documents to which it is a party and, in turn, affect the Issuer’s 

ability to perform its obligations in respect of the Certificates. There is little precedent to predict how claims by 

or on behalf of the Certificateholders and/or the Delegate would be resolved in the event of SEC’s bankruptcy 

and accordingly it is uncertain exactly how and to what extent the Transaction Documents would be enforced by 

a Saudi Arabian adjudicatory body if such Saudi Arabian adjudicatory body were to void or otherwise cause 

such document, or any part thereof, to be void or ineffective and therefore there can be no assurance that 

Certificateholders will receive repayment of their claims in full or at all in these circumstances.  

The Bankruptcy Law provides various procedures with respect to protective settlement, financial restructuring, 

liquidation, and administrative liquidation and provides, among other things, that contract termination triggers 

are generally void with exceptions stipulated in relation to government contracts. Further exceptions in relation 

to finance transactions are to be determined by the Saudi Arabian Monetary Authority and the Capital Market 

Authority after liaising and agreeing with the Saudi Arabian Ministry of Commerce and Investment. The 

Bankruptcy Law also provides that a trustee may terminate a contract if such termination: (a) is in the interest of 

the majority of the relevant creditors; (b) would not harm the counterparty; and (c) is necessary to implement the 

relevant proposal. The Bankruptcy Law defers to the implementing regulations. The Bankruptcy Law repeals 

the articles 103-137 of the Commercial Court Law issued pursuant to Royal Decree no. 32 dated 15/1/1350H 

(corresponding to 1/06/1931G), the Law on settlements for the avoidance of bankruptcy issued by royal decree 

no. M/16 dated 4/9/1416 H (24/01/1996G) as well as any other provision that contradicts the Bankruptcy Law. 

The implementing regulations to the Bankruptcy Law issued pursuant to the Council of Ministers Resolution 

No. 622 dated 24/12/1439H (corresponding to 4/09/2018G) and published in the official gazette on 

30/12/1439H (corresponding to 10/09/2018G) (the Bankruptcy Law Implementing Regulations) further 

provide for the bankruptcy rules and procedures in the Kingdom. The Bankruptcy Law Implementing 

Regulations provide that a debtor (in respect of a protective settlement) may request that the court terminates 

any contract that such debtor is a party to by submitting a report issued by a registered custodian that proves that 
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such termination: (a) is in the interest of the majority of the relevant creditors; (b) would not harm the 

counterparty; and (c) will protect the business of the debtor.  

A court may, after accepting a request to open any of the liquidation procedures set out in the Bankruptcy Law, 

take certain precautionary measures, at its own discretion or upon a request by an interested party, such as 

seizing the assets of the debtor whether such assets are held by the debtor or by third parties. 

The Bankruptcy Law and its implementing regulations are recent and hence their application, and how the Saudi 

Arabian courts and judicial committees will apply them, is yet to be seen in full effect in practice. 

There can be no assurance as to whether the waiver of immunity provided by SEC will be valid and 

binding under the laws of Saudi Arabia 

SEC has agreed, in the Transaction Documents to which it is a party, that it will not claim and has waived, to the 

fullest extent possible under applicable law, immunity from suit, execution before judgment or otherwise or 

other legal process. However, there can be no assurance as to whether such waivers of immunity from execution 

or attachment or other legal process by it under Transaction Documents to which SEC is a party are valid and 

binding under the laws of Saudi Arabia. 

Change of law 

The structure of the issue of each Series of Certificates is based on English law, Cayman Islands law and the 

laws of the Kingdom and administrative practices therein in effect as at the date of this Prospectus. No assurance 

can be given as to the impact of any possible change to English, Cayman Islands or Saudi law or administrative 

practices in any such jurisdiction after the date of this Prospectus, nor can any assurance be given as to whether 

any such change could adversely affect the ability of the Issuer to make payments under the Certificates or of 

SEC to perform its obligations under the Transaction Documents to which it is a party. 

ADDITIONAL RISK FACTORS 

There can be no assurance that the Certificates will be Shari’ah compliant 

Each of the Shari’ah Advisers has reviewed the Transaction Documents and confirmed that the Certificates are, 

in their view, Shari’ah compliant. However, there can be no assurance that the Transaction Documents or the 

issue and trading of the Certificates will be deemed to be Shari’ah compliant by any other Shari’ah committee 

or Shari’ah scholars. Different Shari’ah advisers as well as judicial committees and courts in the Kingdom may 

form different opinions on identical issues and therefore potential investors should not rely on the 

pronouncements of the Shari’ah Advisers in deciding whether to make an investment in the Certificates and 

should obtain their own independent Shari’ah advice as to the compliance of the Transaction Documents and 

the issue and trading of the Certificates with Shari’ah principles. Potential investors should also note that the 

pronouncement of the Shari’ah Advisers would not bind a judicial committee or court in the Kingdom, and any 

judicial committee or court will have the discretion to make its own determination about whether the 

Transaction Documents and the Certificates comply with Shari’ah principles. None of the Issuer, SEC or any of 

the Joint Lead Managers makes any representation as to the Shari’ah compliance of the Certificates, the 

Transaction Documents or the Shari’ah pronouncement issued by the Shari’ah Advisers. 

Credit ratings may not reflect all risks 

Each Series of Certificates is expected to be assigned a rating of A2 by Moody’s and A by Fitch. A rating is not 

a recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at 

any time by the assigning rating agency. The ratings of the Certificates may not reflect the potential impact of 

all the risks related to the structure, market, additional factors discussed herein and other factors that may affect 

the value of the Certificates. In addition, real or anticipated changes in the ratings of the Certificates could 

negatively affect the market value of the Certificates. 

In general, European regulated investors are restricted under the CRA Regulation from using credit ratings for 

regulatory purposes, unless such ratings are issued by a credit rating agency established in the EU and registered 

under the CRA Regulation (and such registration has not been withdrawn or suspended), subject to transitional 
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provisions that apply in certain circumstances whilst the registration application is pending. Such general 

restriction will also apply in the case of credit ratings issued by non-EU credit rating agencies, unless the 

relevant credit ratings are endorsed by an EU- registered credit rating agency or the relevant non-EU rating 

agency is certified in accordance with the CRA Regulation (and such endorsement action or certification, as the 

case may be, has not been withdrawn or suspended). The list of registered and certified rating agencies 

published by the European Securities and Markets Authority (ESMA) on its website in accordance with the 

CRA Regulation is not conclusive evidence of the status of the relevant rating agency included in such list, as 

there may be delays between certain supervisory measures being taken against a relevant rating agency and the 

publication of the updated ESMA list. Certain information with respect to the credit rating agencies and ratings 

is set out on the front page of this Prospectus. 

Reliance on Euroclear and Clearstream procedures 

The Certificates of each Series will be represented on issue by a Global Certificate that will be deposited with a 

common depositary for Euroclear and Clearstream. Except in the circumstances described in the relevant Global 

Certificate, investors will not be entitled to receive Certificates in definitive form. Euroclear and Clearstream 

and their respective direct and indirect participants will maintain records of the beneficial interests in each 

Global Certificate. While the Certificates of a Series are represented by a Global Certificate, investors will be 

able to trade their beneficial interests only through Euroclear and Clearstream and their respective participants. 

While the Certificates of a Series are represented by the Global Certificates, the Issuer will discharge its 

payment obligation under such Certificates by making payments through the relevant clearing systems. A holder 

of a beneficial interest in a Global Certificate must rely on the procedures of the relevant clearing system and its 

participants to receive payments under the relevant Certificates. The Issuer has no responsibility or liability for 

the records relating to, or payments made in respect of, beneficial interests in any Global Certificate. 

Holders of beneficial interests in a Global Certificate will not have a direct right to vote in respect of the 

relevant Certificates. Instead, such holders will be permitted to act only to the extent that they are enabled by the 

relevant clearing system and its participants to appoint appropriate proxies. 

Certificates which have a denomination that is not an integral multiple of U.S.$200,000 may be illiquid 

and difficult to trade 

The denomination of the Certificates is U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof. 

Therefore, it is possible that the Certificates may be traded in amounts in excess of U.S.$200,000 that are not 

integral multiples of U.S.$200,000. In such a case, a Certificateholder who, as a result of trading such amounts, 

holds a face amount of less than U.S.$200,000 would need to purchase a face amount of Certificates such that it 

holds an amount equal to at least U.S.$200,000 to be able to trade such Certificates. Certificateholders should be 

aware that Certificates which have a denomination that is not an integral multiple of U.S.$200,000 may be 

illiquid and difficult to trade. 

Total Loss Event 

As owner of the Ijara Assets relating to each Series, the Issuer is required, among other things, to insure the 

relevant Ijara Assets. In accordance with Shari’ah principles, the Issuer has delegated this obligation to SEC, as 

its servicing agent, which has undertaken in the Servicing Agency Agreement in respect of each Series, inter 

alia, to insure the relevant Ijara Assets in the name of the Issuer against the occurrence of a Total Loss Event for 

their full reinstatement value (and to ensure, in relation to each Series, that such amount is not at any time less 

than the aggregate face amount of Certificates of such Series then outstanding). A Total Loss Event is defined as 

the total loss or destruction of, or damage to the relevant Ijara Assets or any event or occurrence that renders the 

whole of the relevant Ijara Assets permanently unfit for any economic use and (but only after taking into 

consideration any insurances or other indemnity granted by any third party in respect of the relevant Ijara 

Assets) the repair or remedial work in respect thereof is wholly uneconomical or the expropriation, confiscation, 

attachment, sequestration or execution of any legal process in respect of the relevant Ijara Assets. 

Nevertheless, should such an event occur the relevant Ijara will terminate and the Certificates of the relevant 

Series will be repaid using the proceeds of the insurance received by the Issuer. In this scenario potential 
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investors should be aware that (i) rental under the relevant Ijara will cease upon the occurrence of a Total Loss 

Event as that Ijara will have terminated and accordingly the Periodic Distribution Amount received by the 

Certificateholders of the relevant Series will reflect this fact and there may be a delay in the Issuer receiving the 

proceeds of insurance and therefore in the relevant Certificateholders receiving a Dissolution Distribution 

Amount in respect of their Certificates and no additional Periodic Distribution Amount will be paid in respect of 

this delay. Each Servicing Agency Agreement provides that if the insurance proceeds paid into the relevant 

Transaction Account are less than the full reinstatement value of the relevant insured Ijara Assets due to the 

Servicing Agent’s failure to comply with the terms of the Servicing Agency Agreement, the Servicing Agent 

undertakes to pay any shortfall amount (being the difference between the Insurance Coverage Amount and the 

amount credited to the relevant Transaction Account) into the relevant Transaction Account by no later than 

close of business in Riyadh on the 31st day after the Total Loss Event occurred. The Delegate will be entitled to 

enforce this undertaking against SEC on behalf of the Certificateholders of the relevant Series. 
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DOCUMENTS INCORPORATED BY REFERENCE 

The following documents which have previously been published or are published simultaneously with this 

Prospectus and have been filed with the Central Bank of Ireland and Euronext Dublin shall be incorporated in, 

and form part of, this Prospectus: 

(a) the 2016 Financial Statements, together with the auditors’ report thereon (available at: 

http://www.ise.ie/debt_documents/SEC%20Financial%20Statements%20-%20Year-End%20-

2016%20English000_cc6473d4-34eb-40b6-8134-8a7d5578e18a.PDF); 

(b) the 2017 Financial Statements, together with the auditors’ report thereon (available at: 

http://www.ise.ie/debt_documents/ICM-30164554-v1-SEC_2017_Financial_Statements_4042e764-

e404-4820-af2e-033326e2dc6a.PDF); and 

(c) the Interim Financial Statements, together with the auditors’ review report thereon (available at: 

http://www.ise.ie/debt_documents/ICM-30680403-v1-SEC_Q2_financials_0542d2ef-ea5b-44cd-b5b2-

1f1d7033c87d.PDF). 

Copies of documents incorporated by reference in this Prospectus can be obtained from the registered office of 

SEC. 

Any documents themselves incorporated by reference in the documents incorporated by reference in this 

Prospectus shall not form part of this Prospectus. 

http://www.ise.ie/debt_documents/SEC%20Financial%20Statements%20-%20Year-End%20-2016%20English000_cc6473d4-34eb-40b6-8134-8a7d5578e18a.PDF
http://www.ise.ie/debt_documents/SEC%20Financial%20Statements%20-%20Year-End%20-2016%20English000_cc6473d4-34eb-40b6-8134-8a7d5578e18a.PDF
http://www.ise.ie/debt_documents/ICM-30164554-v1-SEC_2017_Financial_Statements_4042e764-e404-4820-af2e-033326e2dc6a.PDF
http://www.ise.ie/debt_documents/ICM-30164554-v1-SEC_2017_Financial_Statements_4042e764-e404-4820-af2e-033326e2dc6a.PDF
http://www.ise.ie/debt_documents/ICM-30680403-v1-SEC_Q2_financials_0542d2ef-ea5b-44cd-b5b2-1f1d7033c87d.PDF
http://www.ise.ie/debt_documents/ICM-30680403-v1-SEC_Q2_financials_0542d2ef-ea5b-44cd-b5b2-1f1d7033c87d.PDF
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USE OF PROCEEDS 

The net proceeds of the issue of the Certificates of each Series of approximately U.S.$800,000,000, in the case 

of the 2024 Certificates, and approximately U.S.$1,200,000,000 in the case of the 2028 Certificates will be used 

by the Trustee as the purchase price to be paid to SEC on the Closing Date for the purchase of the Ijara Assets 

relating to each Series. SEC will use the net proceeds received from the Trustee to finance the SEC Group’s 

general corporate purposes, including capital expenditures. 
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DESCRIPTION OF THE ISSUER 

General 

Saudi Electricity Global SUKUK Company 4, a Cayman Islands exempted company with limited liability, was 

incorporated on 21 June 2018 under the Companies Law (as amended) of the Cayman Islands with company 

registration number 338694. The Issuer has been established as a special purpose vehicle for the sole purpose of 

issuing the Certificates and entering into the transactions contemplated by the Transaction Documents (to which 

it is a party). The registered office of the Issuer is at c/o Walkers Fiduciary Limited, Cayman Corporate Centre, 

27 Hospital Road, George Town, Grand Cayman, KY1-9008, Cayman Islands and its telephone number is +1 

345 814 7600. The Legal Entity Identifier of the Issuer is 549300KSEZC1HOYC2778. 

The Issuer has no subsidiaries. The authorised share capital of the Issuer is U.S.$50,000.00 consisting of 50,000 

ordinary shares of U.S.$1.00 par value each, of which 100 ordinary shares of U.S.$1.00 nominal or par value 

has been issued. The issued shares are fully paid and held by Saudi Electricity Company as at the date of this 

Prospectus. 

Business of the Issuer 

The Issuer is a newly formed Cayman Island entity and, as at the date of the Prospectus, the Issuer has no prior 

operating history or prior business and will not have any substantial liabilities other than in connection with the 

issue of the Certificates. 

The objects for which the Issuer is established are set out in clause 3 of its Memorandum of Association as 

registered or adopted on 21 June 2018. 

Financial Statements 

Since the date of its incorporation, the Issuer has not commenced operations, and no financial statements of the 

Issuer have been prepared. The Issuer is not required by Cayman Islands law, and does not intend, to publish 

audited financial statements. 

Directors of the Issuer 

The Directors of the Issuer are as follows: 

 

Name: Principal Occupation: 

Karen Ellerbe .........................................  Vice President 

Aaron Bennett ........................................  Vice President 

The business address of Karen Ellerbe is c/o Walkers Fiduciary Limited, Cayman Corporate Centre, 27 Hospital 

Road, George Town, Grand Cayman, KY1-9008, Cayman Islands. 

The business address of Aaron Bennett is c/o Walkers Corporate (Dubai) Limited, PO Box 506513, Level 14, 

Burj Daman, Dubai International Financial Centre, Dubai, United Arab Emirates. 

No director listed above has any interest in the promotion of, or any property acquired or proposed to be 

acquired by, the Issuer and, other than in their capacities as employees and officers of the Issuer Administrator 

(as defined below), no director has any conflict of interest and/or any potential conflict of interest between the 

private interests or other duties of the Directors and their duties to the Issuer. 

The Administrator 

Walkers Fiduciary Limited will also act, or procure that a subsidiary acts, as the corporate service provider of 

the Issuer (the Issuer Administrator). The office of the Issuer Administrator will serve as the general business 

office of the Issuer. Through the office, and pursuant to the terms of the Corporate Services Agreement, the 

Issuer Administrator will perform in the Cayman Islands various administrative functions on behalf of the 

Issuer, including the preparation of annual financial statements of the Issuer, communications with shareholders 

and the general public, and the provision of certain clerical, administrative and other services until termination 
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of the Corporate Services Agreement. In consideration of the foregoing, the Issuer Administrator will receive 

various fees payable by the Issuer at rates agreed upon from time to time, plus expenses. The terms of the 

Corporate Services Agreement provide that the Issuer may terminate the appointment of the Issuer 

Administrator by giving one month’s notice to the Issuer Administrator or without notice upon the happening of 

certain stated events, including any breach by the Issuer Administrator of its obligations under the Corporate 

Services Agreement. In addition, the Corporate Services Agreement provides that the Issuer Administrator shall 

be entitled to retire from its appointment by giving at least one month’s notice in writing. 

The Issuer Administrator will be subject to the overview of the Issuer’s Board of Directors. 

The Issuer Administrator’s principal office is c/o Walkers Fiduciary Limited, Cayman Corporate Centre, 27 

Hospital Road, George Town, Grand Cayman, KY1-9008, Cayman Islands. The Directors of the Issuer are all 

employees or officers of the Issuer Administrator. The Issuer has no employees and is not expected to have any 

employees in the future. 
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SELECTED CONSOLIDATED FINANCIAL INFORMATION 

The following selected consolidated historical financial information as at 1 January 2016 and as at and for the 

years ended 31 December 2016 and 2017 has been derived from the 2017 Financial Statements, prepared in 

accordance with IFRS and audited by KPMG Al Fozan & Partners in accordance with International Standards 

on Auditing as endorsed in the Kingdom of Saudi Arabia and which are included elsewhere in this document. 

The following selected consolidated historical interim financial information as at and for the six months ended 

30 June 2018 and 2017 has been derived from the Interim Financial Statements, prepared in accordance with 

IAS 34, ‘Interim Financial Reporting’ and reviewed by KPMG Al Fozan & Partners in accordance with 

International Standard on Review Engagements 2410, ‘Review of Interim Financial Information Performed by 

the Independent Auditor of the Entity’ as endorsed in the Kingdom of Saudi Arabia, which are included 

elsewhere in this document. 

Prospective investors should read the following selected consolidated financial information in conjunction with 

the information contained in “Presentation of Financial Information”, “Risk Factors”, “Financial Review”, 

“Description of the SEC Group’s business” and the Financial Statements (including the related notes thereto). 

STATEMENT OF INCOME DATA 

The following table shows SEC’s consolidated statement of income data for the six months ended 30 June 2018 

and 2017, respectively and for the years ended 31 December 2017 and 2016, respectively. 

 

 
 

Six months ended 30 June 

Year ended  

31 December 

 2018 2017 2017 2016 

 
(SAR million) (SAR million) 

Operating revenue...........................................................................  28,898 22,222 50,615 49,861 

Cost of sales ....................................................................................  (26,788) (20,185) (43,995) (43,009) 

Gross profit ...................................................................................  2,111 2,037 6,620 6,852 

Other income, net ...........................................................................  738 973 1,535 979 

General and administrative expenses ..............................................  (655) (691) (1,440) (1,061) 

Human resources productivity programme .....................................  - (232) (2,829) (110) 

Exemption from municipal fees ......................................................  - 6,120 6,120 - 

Operating income for the period .................................................  2,193 8,207 10,005 6,661 

     

Finance income ...............................................................................  1 1 8 7 

Finance expense ..............................................................................  (1,555) (1,040) (2,761) (2,061) 

Finance costs, net ..........................................................................  (1,554) (1,039) (2,752) (2,054) 

     

Share of loss on investment accounted for using 

the equity method ...........................................................................  - - (109) (60) 

Income for the period before zakat and tax ...............................  639 7,169 7,144 4,547 

Zakat expenses ................................................................................  (7) (1) (5) (2) 

Deferred tax expenses .....................................................................  - - (231) - 

Net income for the period.............................................................  633 7,167 6,908 4,545 

Earnings per share (SAR/share):      

Basic and diluted earnings per share...............................................  0.15 1.72 1.66 1.09 
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STATEMENT OF FINANCIAL POSITION 

The following table shows SEC’s consolidated statement of financial position data as at 30 June 2018, 31 

December 2017, 31 December 2016 and 1 January 2016, respectively.  

 

    

 30 June 

2018  

31 December 

2017  

31 December 

2016 

1 January 

2016 

 (SAR million) 

Assets  
 

  

Non-current assets     

Property, plant and equipment, net ...................................................  411,928 404,290 374,009 331,717 

Investment property  .........................................................................  535 535 539 539 

Intangible assets, net  ........................................................................  357 372 394 354 

Equity accounted investees ...............................................................  1,529 1,529 1,570 1,607 

Financial assets at amortised cost .....................................................  65 65 117 118 

Financial asset through other comprehensive 

income ..............................................................................................  306 306 291 282 

Deferred tax assets ............................................................................  35 35 - - 

Total non-current assets .................................................................  414,755 407,133 376,920 334,617 

Current assets     

Inventories, net .................................................................................  5,680 5,698 6,998 6,593 

Electricity receivables, net ................................................................  41,670 29,540 28,564 20,513 

Loans and advances ..........................................................................  1,029 1,498 3,291 4,974 

Prepayments and other receivables ...................................................  659 834 4,204 4,038 

Cash and cash equivalents ................................................................  1,780 1,058 1,045 1,848 

Total current assets ........................................................................  50,818 38,628 44,102 37,966 

Total assets ......................................................................................  465,573 445,760 421,022 372,583 

Equity and liabilities     

Equity     

Share capital .....................................................................................  41,666 41,666 41,666 41,666 

Statutory reserve ...............................................................................  3,544 3,544 2,863 2,647 

General reserve .................................................................................  696 696 570 558 

Other reserves ...................................................................................  193 107 (119) (507) 

Retained earnings .............................................................................  25,928 26,297 20,618 16,837 

Total equity .....................................................................................  72,026 72,309 65,598 61,200 

Liabilities     

Non-current liabilities     

Non-current portion of long-term loans  ...........................................  49,705 53,210 43,386 30,623 

Sukuk ................................................................................................  31,794 31,794 26,065 34,940 

Government loans .............................................................................  45,411 44,365 42,412 39,991 

Employees’ benefits obligation ........................................................  7,053 7,603 6,080 6,595 

Non-current portion of deferred revenue ..........................................  43,655 38,391 31,928 26,843 

Deferred government grants .............................................................  45,014 45,609 46,668 46,035 

Derivative financial instruments .......................................................  174 299 361 493 

Asset retirement obligations .............................................................  254 193 188 176 

Deferred tax liability .........................................................................  330 269 - - 

Total non-current liabilities ...........................................................  
223,389 221,733 197,086 185,697 

Current liabilities     

Current portion of term loans ...........................................................  29,721 17,142 13,652 3,674 

Sukuk ................................................................................................  - - 8,875 - 
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Trade payables ..................................................................................  37,664 32,586 54,416 41,435 

Accruals and other payables .............................................................  10,802 7,530 6,832 7,012 

Provision for other liabilities and charges ........................................  487 495 132 139 

Customer refundable deposits ...........................................................  1,973 1,936 1,845 1,743 

Government credit payables .............................................................  80,551 80,551 58,099 58,099 

Advances from customers.................................................................  6,744 8,703 12,077 11,290 

Current portion of deferred revenue .................................................  2,184 2,721 2,372 2,259 

Derivative financial instruments .......................................................  32 54 37 34 

Total current liabilities ...................................................................  170,157 151,718 158,338 125,686 

Total liabilities ................................................................................  393,547 373,451 355,424 311,383 

Total equity and liabilities..............................................................  465,573 445,760 421,022 372,583 

 

STATEMENT OF CASH FLOWS DATA 

The following table shows SEC’s consolidated statement of cash flows data for the six months ended 30 June 

2018 and 2017, respectively and for the years ended 31 December 2017 and 2016, respectively.  

 

 

Six months ended 30 June 

Year ended  

31 December  

 2018 2017 2017 2016 

 (SAR million) 

     

Net cash from operating activities ...........................................................  6,617 18,305 33,614 30,265 

Net cash used in investing activities .........................................................  (16,006) (23,329) (43,234) (55,835) 

Net cash generated from financing activities ............................................  10,111 5,340 9,632 24,767 

Net change in cash and cash equivalents .................................................  722 316 13 (803) 

Cash and cash equivalents at the beginning 

of the period .............................................................................................  
1,058 1,486 1,045 1,848 

Cash and cash equivalents at the end of 

the period ................................................................................................  
1,780 1,802 1,058 1,045 



  

 

 

 52  

 

FINANCIAL REVIEW 

FINANCIAL REVIEW 

The following discussion and analysis should be read in conjunction with the information set out in 

“Presentation of financial information”, “Selected consolidated financial information” and the Financial 

Statements. 

The discussion of the SEC Group’s financial condition and results of operations is based upon the Financial 

Statements. This discussion contains forward-looking statements that involve risks and uncertainties. The SEC 

Group’s actual results could differ materially from those anticipated in these forward-looking statements as a 

result of various factors, including those discussed below and elsewhere in this Prospectus, particularly under 

the headings “Forward-looking statements” and “Risk Factors”. 

See “Presentation of financial information” for a discussion of the source of the numbers presented in this 

section. 

OVERVIEW 

The SEC Group is the Kingdom’s leading producer of electricity and has a monopoly on the transmission and 

distribution of electric power in the Kingdom. As at the date of this Prospectus, SEC is, indirectly, 81.2 per cent. 

owned by the Government, comprising a 74.3 per cent. share held by the PIF and a 6.9 per cent. share held by 

Saudi Aramco, with the remaining 18.8 per cent. being held by the general public. SEC has been rated A2 by 

Moody’s, A by Fitch and A- by S&P. 

The SEC Group’s principal business activities are the generation, transmission and distribution of electricity 

within the Kingdom, the largest economy in the GCC. The SEC Group’s total sales of electricity were 288,519 

GWh in 2017, of which 144,192 GWh (50.0 per cent.) was sold to residential customers, 47,661 GWh (16.5 per 

cent.) was sold to industrial customers, 47,163 GWh (16.3 per cent.) was sold to commercial customers and 

37,316 GWh (12.9 per cent.) was sold to governmental customers. The balance of 12,187 GWh (4.2 per cent.) 

was sold to other customers, such as agricultural, health and education, and desalination customers. 

For the year ended 31 December 2017, the SEC Group’s total operating revenue was SAR 50,615 million 

(compared to SAR 49,861 million for the year ended 31 December 2016) and its net income was SAR 6,908 

million (compared to SAR 4,545 million for the year ended 31 December 2016). As at 31 December 2017, the 

SEC Group’s total assets were SAR 445,760 million (compared to SAR 421,022 million as at 31 December 

2016). 

For the six months ended 30 June 2018, the SEC Group’s total operating revenue was SAR 28,898 million 

(compared to SAR 22,222 million for the six months ended 30 June 2017) and its net income was SAR 633 

million (compared to a net income of SAR 7,167 million for the six months ended 30 June 2017). As at 30 June 

2018, the SEC Group’s total assets were SAR 465,573 million (compared to SAR 445,760 million as at 31 

December 2017). 

PRINCIPAL FACTORS AFFECTING RESULTS OF OPERATIONS 

The following is a discussion of the principal factors that have affected, or are expected to affect, the SEC 

Group’s results of operations. 

Growth in customer demand 

Total energy consumption by the SEC Group’s customers increased from 286,037 GWh in 2015 to 287,692 

GWh in 2016 (an increase of 0.6 per cent. in 2016) and to 288,656 GWh in 2017 (an increase of 0.9 per cent. in 

2017). The increase in consumption in 2016 was driven by industrial customers and other customers, where 

consumption increased in each case by 3.0 per cent. The increase in consumption in 2017 was driven by 

industrial customers and other customers, where consumption increased by 1.6 per cent. and 2.5 per cent., 

respectively. Within the other principal customer categories, in 2017, consumption by residential customers, 

commercial customers and governmental customers decreased by 0.1 per cent., 0.5 per cent. and 0.8 per cent., 

respectively. Despite this overall decrease, revenues from commercial customers grew during these periods due 

to the addition of new commercial customers and a change in their consumption pattern. 
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The growth in demand for electricity in the Kingdom has been primarily driven by growth in customer numbers. 

Since the SEC Group was established in 2000, the number of its customers has increased each year, reaching 8.1 

million at 31 December 2015, 8.6 million at 31 December 2016 (an increase of 6.1 per cent. in 2016) and 9.0 

million at 31 December 2017 (an increase of 5.4 per cent. in 2017). Another factor driving the growth in 

demand for electricity in the Kingdom has been the increasing proximity to and overlap of Ramadan with the 

summer months during the periods under review, leading to increased peak demand during the summer months, 

as a result of two peak demand periods coinciding. As customers consume more electricity, they upgrade to a 

higher tariff band, thereby resulting in increased revenues, as a result of increased electricity consumption at 

higher tariffs. See “Description of the SEC Group’s business – Tariffs”. 

Regulated tariffs 

Substantially all of the SEC Group’s operating revenues are derived from the sale of electricity to customers 

within the Kingdom. Tariffs in respect of these sales are determined by the Council of Ministers on the 

recommendation of ECRA (in the case of residential customers) and, subject to some limitations, by ECRA (in 

the case of all other customers), although such tariffs must not exceed SAR 0.26/KWh without the approval of 

the Council of Ministers. See “Description of the SEC Group’s business – Tariffs”. 

The electricity tariff in force in the Kingdom had remained largely unchanged from 2000 and 2010. In July 

2010, a revised tariff structure was implemented, with further revisions taking place effective as of January 2016 

and January 2018. The current electricity tariff reflects the following: 

 a flat rate tariff for industrial users of SAR 0.18 per KWh; 

 a variable rate tariff for agricultural and charitable users ranging from SAR 0.16 per KWh to SAR 0.20 

per KWh based on amount consumed;  

 a variable rate tariff ranging for residential and commercial users from SAR 0.18 per KWh to SAR 

0.30 per KWh based on amount consumed; and 

 a flat tariff for government users of SAR 0.32 per KWh. 

Cost and availability of fuel 

All natural gas and liquid fuel (comprising diesel, light crude oil and heavy fuel oil) consumed by the SEC 

Group’s generation plants is supplied by Saudi Aramco under long-term arrangements whereby Saudi Aramco 

supplies fuel to the SEC Group at prices set by the Government, which are currently below the market price for 

such fuel. Furthermore, pursuant to the Council of Ministers’ Resolution no. 227 dated 09/09/1427H 

(corresponding to 02/10/2006G) (Resolution no. 227), the SEC Group defers payment to Saudi Aramco under 

this fuel supply arrangement. While the price of fuel supplied by Saudi Aramco has remained unchanged 

throughout the periods under review (except in the case of diesel, where there was an increase in price from 

SAR 0.3302 per litre to SAR 0.36 per litre as of 1 January 2018) there can be no assurance that the SEC Group 

will be able to source sufficient fuel under this arrangement with Saudi Aramco. If the SEC Group is unable, in 

the future, to source sufficient fuel under its current arrangement with Saudi Aramco, any alternative fuel supply 

arrangement could adversely affect its results of operations. See “Risk Factors – The SEC Group is dependent 

on a single related-party supplier of fuel at prices set by the Government”. Notwithstanding this, fuel costs still 

constitute a significant portion of SEC’s operating costs, comprising 20.5 per cent. and 12.5 per cent. of SEC’s 

cost of sales for the year ended 31 December 2017 and the six months ended 30 June 2018, respectively. 

Cost of purchased power 

In addition to producing power itself, SEC Group also purchases power from the following other sources in the 

Kingdom: SWCC, IPPs (joint operations) and IWPPs and also from other small producers in the Kingdom such 

as rented generation and GCCIA that have excess capacity. The SEC Group purchases electricity from SWCC at 

tariffs determined by the Government and from the IPPs and IWPPs at agreed prices, under long-term power on-

sale agreements (through the Water and Electricity Company (WEC), in the case of the Shoaibah and Shuqaiq 

IWPPs). In the year ended 31 December 2017, SEC purchased 127,545 GWh of additional electricity from 

third-party suppliers compared to 116,067 GWh of additional electricity in the year ended 31 December 2016. 

While the prices paid by the SEC Group in respect of its electricity purchases have remained steady over the 

periods under review, the SEC Group’s electricity costs over the periods under review have increased, 

principally as a function of increased purchases of additional fuel due to an increase in electricity demand. There 
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can be no assurance that the prices charged by these third-party suppliers will remain steady, and any increase 

could adversely affect the SEC Group’s results of operations. 

Relationship with the Government 

As at the date of this Prospectus, the Government owns, indirectly through the PIF and Saudi Aramco, 

approximately 81.2 per cent. of SEC’s issued share capital. Five of the nine members of the Board represent the 

PIF and one represents Saudi Aramco. The remaining three members of the Board are representatives from the 

private sector (see “Management and Employees”). The Government is also the SEC Group’s largest customer 

as well as its regulator. The Government has, in the past, provided, and is expected to continue in the future to 

provide, significant financial support to the SEC Group. In the past, this support has taken the form of 

subsidised loans, the waiver of dividends, higher tariffs for electricity supplied to governmental customers, the 

provision of subsidised fuel through Saudi Aramco, permission to defer payment for fuel supplied by Saudi 

Aramco and power purchased from SWCC, an exemption from municipality fees and the assumption of 

responsibility for significant payables owed to Saudi Aramco. See “Description of the SEC Group’s business – 

Relationship with the Government” for further details regarding the SEC Group’s relationship with the 

Government. 

Seasonality 

The SEC Group’s electricity sales are seasonal. Generally, demand for electricity is significantly higher in the 

warmer summer period (May to September) than in the cooler winter period (October to April) due to the 

increased use of air conditioning. As a result of this seasonality, the SEC Group’s revenues and results of 

operations tend to be higher in the second and third quarters than in the first and fourth quarters of each year. 

In addition, the increasing proximity to, and overlap of, Ramadan with the summer months has increased peak 

demand during the summer months (see “Financial Review – Results of Operations – Cost of Purchased Power” 

above.) 

Significant capital expenditure programme 

The SEC Group is currently undertaking a significant capital expenditure programme which is described under 

“- Liquidity and capital resources – Capital expenditure”. In order to fund this capital expenditure, SEC expects 

to use cash flow from operations and to increase its borrowings significantly in future years. Reflecting the fact 

that SEC’s practice is to capitalise the interest on all long-term borrowings on eligible assets, this increased 

borrowing is not expected to materially impact the SEC Group’s income statement in future years. However, the 

increased capital expenditure is expected to result in a material increase in the SEC Group’s fixed assets and, as 

a result, the SEC Group’s depreciation charge in future years is likely to continue to increase. Furthermore, 

increased indebtedness undertaken in connection with the capital expenditure programme is expected to increase 

the SEC Group’s finance costs. See “Risk Factors – SEC may not be able to obtain sufficient funding to finance, 

and may be subject to increased financing risk as a result of undertaking increased indebtedness in connection 

with, its planned capital expenditures programme and indebtedness”. 

SIGNIFICANT ACCOUNTING POLICIES, CRITICAL ACCOUNTING JUDGEMENTS AND KEY 

SOURCES OF ESTIMATION UNCERTAINTY 

In preparing the SEC Group’s financial statements, management is required to make certain estimates, 

judgements and assumptions. These affect the reported amounts of the SEC Group’s assets and liabilities, 

including disclosure of contingent assets and liabilities, at the date of the financial statements as well as the 

reported amounts of its revenues and expenses during the periods presented. Management bases its estimates 

and assumptions on historical experience and other factors that it believes to be reasonable at the time the 

estimates and assumptions are made and evaluates the estimates and assumptions on an ongoing basis. However, 

future events and their effects cannot be predicted with certainty and the determination of appropriate estimates 

and assumptions requires the use of judgment. Actual outcomes may differ from any estimates or assumptions 

made and such differences may be material to the financial statements. 

The IFRS Financial Statements have been prepared in accordance with IFRS, see “Presentation of financial 

information”. Certain of the significant accounting policies applied by the SEC Group are described below. For 

a summary of other significant accounting policies applied by the SEC Group, see note 6 to the 2017 Financial 

Statements and note 4 to the Interim Financial Statements.  
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For all periods up to and including the year ended 31 December 2016, the SEC Group prepared its consolidated 

financial statements in accordance with generally accepted accounting standards in the Kingdom of Saudi 

Arabia as issued by the Saudi Organization for Certified Public Accountants. Effective from 1 January 2017, the 

Board of Directors of Saudi Organization for Certified Public Accountants decided to adopt IFRS, which 

requires the SEC Group to prepare and present its consolidated financial statements in accordance with IFRS 

adopted in Saudi Arabia and the other standards and guidelines approved by the Saudi Organization of Certified 

Public Accountants.  

RESULTS OF OPERATIONS 

Comparison of the six month periods ended 30 June 2018 and 30 June 2017 and the years ended 31 

December 2017 and 2016 

Operating revenues 

The table below shows the breakdown of the SEC Group’s operating revenue for each of the six month periods 

ended 30 June 2018 and 30 June 2017. 

 Six months ended 30 June 

 2017 2018 

 (SAR million) (% of total) (SAR million) (% of total) 
Electricity sales  ....................................  19,691 88.6 26,823 92.8 

Meter reading, maintenance and bills 

preparation tariff ...................................  618 2.8 646 2.2 

Electricity connection tariff ..................  1,223 5.5 712 2.5 

Revenue from transmission system .......  608 2.7 643 2.2 

Other operating revenue ........................  82 0.4 74 0.3 

Total operating revenue ...................  22,222 100.0 28,898 100.0 

 

The table below shows the breakdown of the SEC Group’s operating revenues for each of 2016 and 2017. 

 Year ended 31 December 

 2016 2017 

 (SAR million) (% of total) (SAR million) (% of total) 
Electricity sales  ....................................  45,321 90.9 45,446 89.9 

Meter reading, maintenance and bills 

preparation tariff ...................................  1,186 

2.4 

1,249 

2.5 

Electricity service connection tariffs .....  2,259 4.5 2,591 5.1 

Transmission system revenue ...............  602 1.2 1,096 2.2 

Other operating revenues ......................  492 1.0 233 0.5 

Total operating revenues ..................  49,861 100.0 50,615 100.0 

The SEC Group’s operating revenues principally comprise its revenues from the sale of electricity to its 

customers. Electricity sold is either self-generated or purchased from third-party generators See "Financial 

Review — Cost of purchased power"). The table below shows the proportion of electricity sales by each 

customer segment for each of the six month periods ended 30 June 2018 and 30 June 2017. 

 Six months ended 30 June 

 2017 2018 

 (SAR million) (SAR million) (% change) 
Residential ............................................  5,054 10,770 113.1 

Commercial  .........................................  4,722 4,898 3.7 

Government ..........................................  5,371 5,711 6.3 

Industrial  ..............................................  3,908 4,345 11.2 

Others  ..................................................  636 1,100 73.0 

Total electricity sales  .........................  19,691 26,823 36.2 



  

 

 

 56  

 

The table below shows the proportion of electricity sales by each customer segment for each of 2016 and 2017. 

 Year ended 31 December 

 2016 2017 

 (SAR million) (SAR million) (% change) 

Residential ............................................................  12,795 12,493 (2.4) 

Commercial  .........................................................  10,596 10,827 2.2 

Government ..........................................................  12,014 11,994 (0.2) 

Industrial  ..............................................................  8,370 8,552 2.2 

Others  ..................................................................  1,547 1,581 2.2 

Total electricity sales  .........................................  45,321 45,446 0.3 

In the years ended 31 December 2016 and 2017, the SEC Group generated 71.6 per cent. and 70.9 per cent. of 

the electricity which it sold to customers in the Kingdom. In the year ended 31 December 2017, the SEC Group 

accounted for 70.3 per cent of the electricity generation capacity in the Kingdom. As at 31 December 2017, the 

SEC Group owned, or was the sole off-taker under long-term power purchase agreements in respect of, all of the 

traded generation capacity in the Kingdom other than certain capacity utilised principally for its own use by 

Saudi Aramco, Ma’aden, Marafiq and SADAF. The SEC Group also derives operating revenue from the 

monthly tariff charged for meter reading, maintenance and bills preparation and a one-off tariff charged for 

making initial electricity connections. The monthly tariff is determined by reference to the capacity of the meter 

used by each customer, whereas the one-off tariff is paid by the customer at the time of connecting to the grid 

but deferred by SEC and recognised in its accounts on a straight line basis over the 20-year estimated average 

useful life of the equipment being installed. As a result, monthly tariff revenues are expected to continue to 

increase in future years. 

The SEC Group also records other operating revenues from fees charged for reconnecting customers who have 

been disconnected for non-payment of bills and from Dawiyat Telecom Company, a wholly-owned subsidiary 

established in 2009 to lease fibre optic networks to telecommunications companies. The SEC Group expects that 

revenue from Dawiyat Telecom Company will increase in future years, although the amounts are currently not 

material in the context of the SEC Group’s income statement. 

The SEC Group’s total operating revenues for 2017 amounted to SAR 50,615 million compared to SAR 49,861 

million for 2016 (an increase of 1.5 per cent.). For the six months ended 30 June 2018, the SEC Group’s total 

operating revenues amounted to SAR 28,898 million compared to SAR 22,222 million for the six months ended 

30 June 2017 (an increase of 30.0 per cent.). 

Six month periods ended 30 June 2018 and 30 June 2017 

The increase in the SEC Group’s total operating revenues of SAR 6,676 million, or 30.0 per cent, for the six 

months ended 30 June 2018 compared to the six months ended 30 June 2017 principally reflected an increase of 

SAR 7,132 million, or 36.2 per cent., in revenue from the sale of electricity. This increase was driven principally 

by a combination of increased tariffs (mainly in respect of residential customers) that took effect on 1 January 

2018 (see “Description of the SEC Group’s Business – Tariffs”) and increased consumption. Reflecting these 

increases, sales to residential customers increased by 113.1 per cent. in the six months ended 30 June 2018 as 

compared to the six months ended 30 June 2017. Sales to commercial customers increased by 3.7 per cent. and 

sales to the Government increased by 6.3 per cent. Sales to industrial customers increased by 11.0 per cent. and 

sales to other customers increased by 73.0 per cent. for the six months ended 30 June 2018 compared to the six 

months ended 30 June 2017.  

The SEC Group’s revenues from meter reading, maintenance and bills preparation increased by SAR 28 million, 

or 4.5 per cent., for the six months ended 30 June 2018 compared to the six months ended 30 June 2017, 

principally reflecting an increase in customer numbers over the period. 

The SEC Group’s revenues from electricity connections decreased by SAR 511 million, or 41.8 per cent., for the 

six months ended 30 June 2018 compared to the six months ended 30 June 2017, principally reflecting the 

requirements of IFRS 15, which requires the connection fee to be registered over the useful life of the 

connection equipment. 
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2017 and 2016 

The increase in the SEC Group’s total operating revenues of SAR 754 million, or 1.5 per cent., in 2017 

compared to 2016 principally reflected an increase of SAR 494 million, or 82.1 per cent., in transmission system 

revenues. This increase was driven by an increase in the customer base principally through industrial and other 

customers. See also “Financial Review – Principal Factors Affecting Results of Operations – Growth in 

Customer Demand”. 

The SEC Group’s revenues from electricity sales increased by SAR 125 million, or 0.3 per cent., in 2017 

compared to 2016, principally reflecting increased sales to the SEC Group’s commercial, industrial and other 

customers, in each case, of 2.2 per cent. for the period. 

The SEC Group’s revenues from meter reading, maintenance and bills preparation increased by SAR 63 million, 

or 5.3 per cent., in 2017 compared to 2016, principally reflecting an increase in customer numbers over the 

period.  

The SEC Group’s revenues from electricity service connections increased by SAR 332 million, or 14.7 per 

cent., in 2017 compared to 2016, principally reflecting an increase in the number of new connections which 

totalled 491,895 in 2017.  

Cost of sales 

The table below shows the breakdown of the SEC Group’s cost of sales for each of the six month periods ended 

30 June 2017 and 30 June 2018. 

 

 Six months ended 30 June 

 2017 2018 

 (SAR million) (% of total) (SAR million) (% of total) 
Fuel .......................................................  4,099 20.3 3,354 12.5 

Purchased power ...................................  3,642 18.0 3,934 14.7 

Operations and maintenance  ................  5,057 25.1 4,529 16.9 

Government fees ...................................  - - 6,792 25.4 

Depreciation – operations and 

maintenance  .........................................  7,386 36.6 8,178 30.5 

Total cost of sales .............................  
20,185 100.0  26,788 100.0 

 

The table below shows the breakdown of the SEC Group’s cost of sales for each of 2016 and 2017. 

 

 Year ended 31 December 

 2016 2017 

 (SAR million) (% of total) (SAR million) (% of total) 
Fuel .......................................................  9,989 23.2 9,027 20.5 

Purchased energy ..................................  7,430 17.3 8,021 18.2 

Operations and maintenance expenses ..  12,468 29.0 11,672 26.5 

Depreciation of operations and 

maintenance assets ................................  13,121 30.5 15,275 34.7 

Total cost of sales .............................  
43,009 100.0 43,995 100.0 

 

The SEC Group’s cost of sales comprise the cost of the fuel required to run its generation plants, the cost of 

energy purchased from third-party generators, operations and maintenance costs, government fees and 

depreciation in respect of its operations and maintenance assets. 

The SEC Group’s total cost of sales for 2016 amounted to SAR 43,009 million compared to SAR 43,995 million 

for 2017 (an increase of 2.3 per cent. from 2016). For the six months ended 30 June 2017, the SEC Group’s total 

cost of sales amounted to SAR 20,185 million compared to SAR 26,788 million for the six months ended 30 
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June 2018 (an increase of 32.7 per cent.). This increase in the cost of sales can be attributed to the introduction 

of government fees from 1 January 2018. See “Financial Review Results of Operations – Cost of Sales – Six 

months period ended 30 June 2017 and 30 June 2018” below. 

Six month periods ended 30 June 2017 and 30 June 2018 

The increase in the SEC Group’s cost of sales of SAR 6,603 million, or 32.7 per cent., for the six months ended 

30 June 2018 compared to the six months ended 30 June 2017 principally reflected: 

 government fees of SAR 6,792 million. These government fees, which are aimed at gradually reducing 

the subsidy of the power sector and moving towards a cost-based tariff, were introduced effective from 

1 January 2018 as a result of Royal Decree No. 14006 dated 23/03/1439 (corresponding to 

12/12/2017G) and subsequent Letter by His Excellency the Minister of Finance (No. 2477) dated 

25/03/1439 (corresponding to 14/12/2017G) and, accordingly, no such fees were incurred for the six 

months ended 30 June 2017. These government fees comprise an amount equal to the additional 

revenue generated as a result of the new tariffs introduced effective from 1 January 2018 as compared 

to the previous tariffs (for further information relating to the new tariffs, see “Description of the SEC 

Group’s Business – Tariffs”);  

 an increase of SAR 791 million, or 10.7 per cent., in depreciation arising from an increase in 

depreciable assets for the six months ended 30 June 2018 as a result of the expansion of the SEC 

Group’s asset base due to SEC’s investment in its generation, transmission and distribution 

capabilities; and 

 an increase of SAR 292 million, or 8.0 per cent., in purchased power due to increased power purchased 

as a result of new IPPs and higher output by other producers, including Al Mourjan, which started its 

trial production in 2017. 

These increases were partially offset by a decrease of SAR 745 million, or 18.2 per cent., in fuel costs for the six 

months ended 30 June 2018 as a result of a reduction in diesel usage and improvements in efficiency in line with 

the SEC Group’s strategy (see “Description of the SEC Group’s Business - Strategy”) and a decrease in 

operations and maintenance costs of SAR 528 million, or 10.4 per cent., for the six months ended 30 June 2018 

as a result of decreasing contract, material and labour costs, (as a result of a reduction in headcount as at 30 June 

2018 compared with 30 June 2017) and decreasing provisions for doubtful debts.  

2017 and 2016 

The increase in the SEC Group’s cost of sales of SAR 987 million, or 2.3 per cent., in 2017 compared to 2016 

principally reflected: 

 an increase of SAR 2,154 million, or 16.4 per cent., in depreciation arising from an increase in 

depreciable assets in 2017 due to an expanded asset base as a result of the SEC’s investment in its 

generation, transmission and distribution capabilities. See “– Liquidity and Capital Resources – Capital 

expenditure”; and 

 an increase of SAR 591 million, or 8.0 per cent., in purchased energy due to increased energy 

purchased as a result of a decrease in energy generated internally by SEC. These increases were 

partially offset by a decrease of SAR 962 million, or 9.6 per cent., in fuel costs in 2017 as a result of a 

reduction in diesel consumption and an improvement in efficiency and a decrease in operations and 

maintenance costs of SAR 796 million, or 6.4 per cent., in 2017 resulting in a decrease in provisions 

for doubtful debts and a decrease in materials and municipality fees (which were waived in full 

pursuant to a Royal Decree).  

Gross profit 

Reflecting the above factors, the SEC Group’s gross profit was SAR 6,852 million in 2016 compared to SAR 

6,620 million in 2017, a decrease of 3.4 per cent. For the six months ended 30 June 2018, the SEC Group’s 

gross profit was SAR 2,111 million compared to a gross profit of SAR 2,037 million for the six months ended 

30 June 2017, an increase of 3.6 per cent. 
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General and administrative expenses 

The SEC Group’s general and administrative expenses principally comprise the cost of its general and 

administrative staff, communication, depreciation (operations and maintenance) and materials costs charged 

under this heading. The SEC Group’s general and administrative expenses were SAR 1,061 million in 2016 

compared to SAR 1,440 million in 2017. For the six months ended 30 June 2017, the SEC Group’s general and 

administrative expenses were SAR 691 million compared to SAR 655 million for the six months ended 30 June 

2018. 

The SAR 379 million, or 35.8 per cent., increase in general and administrative expenses in 2017 compared to 

2016 was principally due to an increase in communication fees arising from radio frequency fees made to the 

Communications and Infrastructure Technology Commission.  

Exemption from indebtedness of municipal fees 

As a result of the Royal Decree to cancel the electricity charge of 2.0 per cent. of the value of consumption for 

the municipalities, as well as exempting the SEC Group from paying the actual amounts due to draw electricity 

from the value of consumption for the municipalities, the SEC Group reversed the outstanding balance in favour 

of the municipalities of SAR 6.1 billion from current liabilities to other income in the consolidated statement of 

income for the year ended 31 December 2017.  

Operating income 

The SEC Group’s operating income for the year was SAR 6,661 million in 2016 compared to SAR 10,005 

million in 2017, an increase of 50.2 per cent. For the six months ended 30 June 2017, the SEC Group’s 

operating income for the period was SAR 8,207 million compared to an operating income for the period of SAR 

2,193 million for the six months ended 30 June 2018, a decrease of 73.3 per cent. This increase for the year 

ended 31 December 2017 and decrease for the six months ended 30 June 2018 principally reflects the one-off 

reversal in 2017 of the outstanding balance of municipal fees from current liabilities to other income in the 

consolidated statement of income. 

Finance costs, net 

The SEC Group’s finance costs principally comprise expenses relating to bank borrowings and government 

loans (less capitalised interest) and unwinding of discounts on employees’ benefits obligations and asset 

retirement obligations. The SEC Group’s finance income comprises interest income. 

The SEC Group’s net finance costs were SAR 2,054 million in 2016 compared to SAR 2,752 million in 2017, 

an increase of 34.0 per cent., which principally reflected increased interest expenses of SAR 813 million (an 

increase of 30.2 per cent.) relating to bank borrowings. 

For the six months ended 30 June 2017, the SEC Group’s net finance costs were SAR 1,039 million compared 

to SAR 1,554 million for the six months ended 30 June 2018, an increase of 49.6 per cent. as a result of an 

increase in the balance of the SEC Group’s commercial loans and the unwinding of loans from the government. 

Net income 

Reflecting the above factors, the SEC Group’s net income for 2016 was SAR 4,545 million compared to SAR 

6,908 million for 2017, an increase of 52.0 per cent. For the six months ended 30 June 2017, the SEC’s net 

income was SAR 7,167 million compared to a net income of SAR 633 million for the six months ended 30 June 

2018. 

LIQUIDITY AND CAPITAL RESOURCES 

Overview 

The SEC Group’s principal cash requirements are to fund its significant and ongoing capital expenditure 

programme, the principal elements of which are discussed further below. In past years the SEC Group’s 

operating cash flow has been insufficient to fund the entirety of its capital expenditure programme and, as a 

result, proceeds from borrowings (including subsidised Government funding) and from securities issued have 

been an important source of funds for the SEC Group. With the SEC Group’s capital expenditure programme 

expected to remain at significant levels for the foreseeable future, proceeds from borrowings are expected to 
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continue to form an important source of funding for the SEC Group in future years, see “Risk Factors – Risk 

factors relating to the SEC Group and its business – SEC may not be able to obtain sufficient financing to 

finance, and may be subject to increased financing risk as a result of undertaking increased indebtedness in 

connection with, its planned capital expenditure programme”. 

Budgeting and Planning 

Typically, SEC’s annual budgeting process is managed by the capital planning department based on the demand 

projections, which are prepared by the system planning department in conjunction with the Government’s 

Ministry of Planning. The demand projection is typically based on a long-term forecast, which is subject to 

periodic review and updating. The SEC Group’s business units develop a budget and spending plan for 

investment based on such demand projection. Any project that has been approved in a prior budget is generally 

treated as committed capital expenditure. The SEC Group’s capital planning department coordinates the 

investment plan and budget by the business units. Based on this approved budget, the SEC Group develops its 

funding plan for the year. To the extent the SEC Group’s operating cash flow is expected to be insufficient to 

fund the entirety of its capital expenditure programme, the SEC Group then evaluates financing options, 

including borrowings and capital markets transactions. In the event that the SEC Group’s internal cash flows 

and external borrowings are insufficient to fund its planned capital expenditure programme, SEC would either 

seek support from the Government or defer these planned capital expenditures. 

Cash flow 

The table below shows the SEC Group’s cash flow from operating activities, investing activities and financing 

activities for each of the six month periods ended 30 June 2018 and 30 June 2017. 

 

 Six months ended 30 June 

 2017 2018 

 (SAR million) 

Net cash generated from operating activities ..........................  18,305 6,617 

Net cash used in investing activities .......................................  (23,329) (16,006) 

Net cash generated from financing activities  .........................  5,340 10,111 

Cash and cash equivalents, end of the period .........................  1,802 1,780 

 

The table below shows the SEC Group’s cash flow from operating activities, investing activities and financing 

activities for each of 2016 and 2017. 

 

 Year ended 31 December 

 2016 2017 

 (SAR million) 

Net cash generated from operating activities ..........................  30,265 33,614 

Net cash used in investing activities .......................................  (55,835) (43,234) 

Net cash generated from financing activities  .........................  24,767 9,632 

Cash and cash equivalents, end of the year.............................  1,045 1,058 

 

Six month periods ended 30 June 2018 and 30 June 2017 

The SEC Group’s net cash generated from operating activities for the six months ended 30 June 2017 was SAR 

18,305 million compared to net cash generated from operating activities of SAR 6,617 million for the six 

months ended 30 June 2018. The SAR 11,688 million decrease in net cash generated from operating activities 

for the six months ended 30 June 2018 principally reflects the fact that the net cash used in respect of electricity 

receivables were SAR 12,130 million. The SEC Group’s operating cash flow principally represents its net 

income for the year adjusted upwards to reflect its significant depreciation charges, accounts payable and 

deferred revenue and adjusted downwards to reflect receivables and prepayments. 
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The SEC Group’s net cash used in investing activities for the six months ended 30 June 2017 was SAR 23,329 

million compared to SAR 16,006 million for the six months ended 30 June 2018. In each year, the principal 

investments made were the purchase of property, plant and equipment in relation to the SEC Group’s capital 

expenditure programme. For the six months ended 30 June 2017, the SEC Group’s acquisition of property, plant 

and equipment aggregated SAR 23,302 million. For the six months ended 30 June 2018, the SEC Group’s 

acquisition of property, plant and equipment aggregated SAR 16,027 million.  

The SEC Group’s net cash from financing activities for the six months ended 30 June 2017 was SAR 5,340 

million compared to SAR 10,111 million for the six months ended 30 June 2018. SEC’s financing activities 

principally comprise net new financing raised (in the form of loans from banks and from the Government as 

well as through the issue of sukuk) and the payment of dividends. In the six months ended 30 June 2017, SEC 

raised proceeds from loans of SAR 10,686 million and paid dividends of SAR 570 million and made repayments 

of loans and sukuk of SAR 4,776 million. In the six months ended 30 June 2018, SEC raised proceeds from 

loans of SAR 11,729 million, paid dividends of SAR 9 million and made repayments of loans of SAR 1,609 

million. 

2016 and 2017 

The SEC Group’s net cash generated from operating activities in 2016 was SAR 30,265 million compared to 

SAR 33,614 million in 2017.  

The SEC Group’s net cash used in investing activities in 2016 was SAR 55,835 million compared to SAR 

43,234 million in 2017. In each year, the principal investments made were the purchase of property, plant and 

equipment in relation to the SEC Group’s capital expenditure programme. In 2016 and 2017, the SEC Group’s 

purchase of property, plant and equipment aggregated SAR 55,799 million and SAR 43,143 million, 

respectively. For a breakdown of these costs between generation, transmission and distribution projects, see “– 

Capital expenditure”. 

The SEC Group’s net cash generated from financing activities in 2016 was SAR 24,767 million compared to 

SAR 9,632 million in 2017. In 2016, SEC raised proceeds from borrowings of SAR 28,287 million and paid 

dividends of SAR 536 million and repayments of borrowings and sukuk of SAR 2,984 million. In 2017, SEC 

raised proceeds from borrowings of SAR 18,750 million and paid dividends of SAR 539 million and repayments 

of borrowings and sukuk of SAR 8,579 million. 

Capital expenditure  

As noted above under “— Budgeting and planning”, SEC’s capital expenditure is based on meeting anticipated 

future demand for electricity in the Kingdom. Although SEC may prepare long-term demand forecasts and 

preliminary capital expenditure plans based on these forecasts, these plans are subject to material change from 

year to year. 

The table below shows the SEC Group’s capital expenditure on construction work in progress for each of 2016 

and 2017. 

 Year ended 31 December 

 2016 2017 

 (SAR million) 

Generation projects  ................................................................ 13,024 7,743 

Transmission projects ............................................................. 23,582 19,401 

Distribution projects ............................................................... 12,003 10,246 

General property ..................................................................... 1,613 3,100 

Joint operations ....................................................................... 777 383 

Total construction work in progress ................................... 50,998 40,872 

In the year ending 31 December 2017, SEC added 3,269 MW of installed generation capacity. 
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Commitments 

The table below shows the SEC Group’s minimum payments for operating lease contracts as at 31 December 

2017 and 31 December 2016.  

 

 31 December 2017 31 December 2016 

 (SAR million) 

Within one year .....................................................................  2,731 2,385 

Later than one year but not later than five years ....................  10,857 10,677 

Later than five years ..............................................................  30,771 33,390 

Total ......................................................................................  44,359 46,452 

Financial Liabilities 

The table below sets out the SEC Group’s non-derivative financial liabilities split out into relevant maturity 

groupings based on the remaining period as at 31 December 2017 to the contract maturity date, noting all 

current financial liabilities fall within a maturity period of one year or less. 

 

  31 December 2017 

 Less than 1 

year 

Between 1 

and 2 years 

Between 2 

and 5 years 

Over  

5 years Total 

 (SAR million) 

Non-derivative 

financial liabilities: 

     

Loans ..................................  17,142 9,559 27,540 16,111 70,352 

Sukuk ..................................  - - 10,418 21,375 31,794 

Government loans ...............  - - - 44,365 44,365 

Trade payables ....................  32,586 - - - 32,586 

Accruals and other 

payables ..............................  7,530 - - - 7,530 

Government credit 

payables ..............................  80,551 - - - 80,551 

Derivative financial 

instruments .........................  54 31 93 175 353 

Total ...................................  137,863 9,590 38,051 82,026 267,531 

 

ANALYSIS OF CERTAIN BALANCE SHEET ITEMS 

Assets 

The SEC Group’s most significant assets are its property, plant and equipment, which comprised 88.5 per cent. 

of its assets at 30 June 2018, compared to 90.7 per cent. at 31 December 2017, 88.8 per cent. at 31 December 

2016 and 99.1 per cent. at 1 January 2016. The SEC Group’s property, plant and equipment principally 

comprise its generation, transmission and distribution machinery and equipment, see “Description of the SEC 

Group’s business – Businesses”. 
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The SEC Group’s most significant current assets are its receivables from electricity consumers. The table below 

shows details of the SEC Group’s total receivables from electricity subscribers at 30 June 2018, at 31 December 

in each of 2017 and 2016 and at 1 January 2016. 

 

 

As at 30 June As at 31 December 

As at 1 

January 

 2018 2017 2016 2016 

  (SAR million, except percentages) 

Gross receivables from electricity consumers
(1)

 ........................ (excluding go 12,676 28,185 26,964 18,913 

As a percentage of total assets (in %) ........................................  2.8 6.3 6.4 5.1 

Receivables from Government institutions ................................  22,984 18,789 16,857 10,064 

Provision for doubtful receivables .............................................  1,615 (1,160) (1,151) (486) 

Provision rate (in %)
(2)

 ...............................................................  4.2 4.1 4.3 2.6 

 _________________  
Notes: 

 
(1) Excluding Government institutions. 

(2) Provisions divided by gross receivables. 

The table below shows a breakdown of SEC’s receivables from electricity customers at 30 June 2018, 1 January 

2016 and at 31 December in each of 2016 and 2017. 

 

 As at 30 

June As at 31 December 

As at 1 

January 

 2018 2017 2016 2016 

  (SAR million) 

Government institutions ............................................................  22,984 18,789 16,857 10,064 

Commercial and residential .......................................................  9,187 4,834 4,401 4,260 

Electricity service connection projects receivables ...................  2,777 2,136 3,945 3,046 

Due from related parties ............................................................  3,490 2,426 1,760 1,543 

Total gross electricity receivables ...........................................  38,438 28,185 26,964 18,913 

Since SEC’s establishment in 2000, the Government has not paid SEC for electricity usage in full and SEC has 

not paid for fuel supplied by Saudi Aramco or power purchased from SWCC. See “Description of the SEC 

Group’s business – Relationship with the Government”. 

Liabilities 

The SEC Group’s most significant liabilities are its borrowings (including term loans, sukuk and Government 

loans), its trade payables, its Government credit payables, its deferred government grants, its accounts payable 

and its long term deferred revenue (which represents the deferred amount of the connection tariff charged to 

new subscribers, see “– Results of operations – Comparison of the six month periods ended 30 June 2018 and 

30 June 2017 and the years ended 31 December 2017 and 2016 – Operating revenues”).  

 

SAR 79.7 billion in trade payables for fuel supplied to SEC by Saudi Aramco in respect of the period from 

SEC’s incorporation to 31 December 2016 have been transferred to the Government and recorded as 

Government credit payables, pursuant to the ministerial minutes of the meeting and resolutions according to 

specific procedures and approvals. Government credit payables also include SAR 0.9 billion related to assets 

transferred by the Royal Commission for Jubail and Yanbu (RCJY). SEC’s Government credit payables 

amounted to SAR 80,551 million at 30 June 2018, SAR 80,551 million at 31 December 2017, SAR 58,099 

million at 31 December 2016 and SAR 58,099 million at 1 January 2016. 

As at 30 June 2018, 31 December 2017 and 2016 and 1 January 2016, SEC’s trade payables totalled SAR 

37,664 million, SAR 32,586 million, SAR 54,416 million and SAR 41,435 million, of which 32.2 per cent., 25.4 

per cent., 48.6 per cent. and 39.7 per cent., respectively, represented payments due to Saudi Aramco. The 
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amounts of accounts payable owed to Saudi Aramco reflect the fact that SEC has continued to defer payments to 

Saudi Aramco for fuel supplied by Saudi Aramco. SEC also has significant accounts payable to SWCC, 

reflecting the fact that it also defers payment to SWCC for electricity which it purchases from SWCC. SEC 

defers these payments to Saudi Aramco and SWCC based on Resolution no. 227, and this is in line with historic 

practice. The accounts payable owed to SWCC totalled SAR 11,246 million at 30 June 2018, SAR 11,089 

million at 31 December 2017, SAR 10,431 million at 31 December 2016 and SAR 10,050 million at 1 January 

2016. 

Shareholders’ equity 

The table below shows SEC’s shareholders’ equity at 30 June 2018, 31 December in each of 2016 and 2017 and 

1 January 2016. 

 

 As at 30 

June As at 31 December 

As at 1 

January 

 2018 2017 2016 2016 

  (SAR million) 

Share capital ..............................................................................  41,666 41,666 41,666 41,666 

Statutory reserve ........................................................................  3,544 3,544 2,863 2,647 

General reserve ..........................................................................  696 696 570 558 

Other reserves  ...........................................................................  193 107 (119) (507) 

Retained earnings ......................................................................  25,928 26,297 20,618 16,837 

Total shareholders’ equity ......................................................  72,027 72,309 65,598 61,200 

At 30 June 2018, SEC’s share capital was divided into 4,166,593,815 shares with a par value of SAR 10 each. 

SEC is required to make a transfer equal to 10.0 per cent. of its annual net income in each year into its statutory 

reserve until the reserve reaches 30.0 per cent. of its paid up share capital, at which point the shareholders may 

discontinue the transfers. SEC’s general reserve comprises the balance of the reserves of Saudi Consolidated 

Electricity Company at 5 April 2000, the date of its merger into SEC, and electricity surcharges collected from 

individual customers after 31 December 2001.  

Principally reflecting its net profits less dividends paid in each year, the SEC Group’s retained earnings have 

increased from SAR 16,837 million at 1 January 2016 to SAR 25,928 million at 30 June 2018. SEC pays 

dividends only to its minority shareholders in accordance with the SEC Group’s articles of association. Further, 

the Government has agreed, pursuant to the Council of Ministers’ Resolution no. 169 dated 11/08/1419H 

(corresponding to 30/11/1998G), to waive its share of distributed profits for a period of ten years from SEC’s 

establishment, so long as the distributed profits do not exceed 10.0 per cent. of an SEC share’s nominal value. In 

the cases where the distribution exceeds 10.0 per cent. of the shares’ par value, the Government shall receive the 

same dividends as the other shareholders. Following a request by SEC for an extension to this period, the 

Council of Ministers issued Resolution no. 327 dated 24/09/1430H (corresponding to 14/09/2009G) approving 

the extension of the government’s waiver of its share of profits distributed by SEC for an additional period of 

ten years starting from 30/12/1430H (corresponding to 18/12/2009G). 

RELATED PARTY TRANSACTIONS 

SEC’s principal related party transactions are with Government agencies, ministries, Saudi Aramco and SWCC 

to each of which it supplies electricity. SEC also purchases fuel from Saudi Aramco and electricity from SWCC. 

The tariff charged to each of these entities is the same tariff charged to other consumers, except for the tariff 

charged to SWCC which has been determined by Governmental resolution. 

The prices paid by SEC to Saudi Aramco for fuel and to SWCC for electricity are set by the Government. 

Details of related party transactions are set out in note 24 of the Interim Financial Statements and note 41 of the 

2017 Financial Statements. 

CONTINGENT LIABILITIES 

SEC’s contingent liabilities as at 31 December 2017 principally relate to ongoing disputes with Saudi Aramco 

which are discussed under “Description of the SEC Group’s Business – Disputes with Saudi Aramco”. In 
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addition, the SEC Group’s contingent liabilities under certain guarantees as at 30 June 2018, 31 December in 

each of 2017 and 2016 and 1 January 2016 were SAR 65 million, SAR 66.2 million, SAR 68 million and SAR 

56 million, respectively.  

DISCLOSURES ABOUT RISK 

SEC’s risk management policies are described in note 49 to the 2017 Financial Statements. The SEC Group is 

exposed to a range of financial risks in its business activities, including market risks, liquidity risk and credit 

risk. SEC seeks to manage these risks through the use of hedging instruments which convert a portion of its 

floating rate exposure into a fixed rate exposure and which fixed the euro/U.S. dollar exchange rate to protect it 

against fluctuations in the exchange rate. 

ZAKAT 

The SEC Group has not made any provision in respect of zakat payable for the years ended 31 December 2016 

and 2017. This reflects the fact that for zakat purposes the SEC Group’s adjusted net income and zakat base are 

negative. 

SEC has filed the zakat returns until 2008. SEC also submitted zakat declarations for the years 2009 to 2016, 

which are still under review by the General Authority for Zakat and Income tax. A claim of SAR 375 million 

has been received for the years 2009-2014 by SEC. SEC does not expect that this claim will result in any future 

obligations. 

SEGMENT REPORTING 

The main operating activities of the SEC Group are (i) generation, (ii) transmission, and (iii) distribution and 

subscriber services, which activities have all complemented each other in the production and delivery of 

electricity to the SEC Group’s customers. Almost all of the SEC Group’s revenue has historically been derived 

from the sale of electricity to its customers.  

SEC’s business units are in the process of being reorganised into wholly-owned subsidiaries of SEC, with the 

transmission business having been transferred into a separate wholly-owned subsidiary, National Grid S.A. 

(National Grid), with effect from 1 January 2012. SEC anticipates that as part of the restructuring, one or more 

power generation subsidiaries and a distribution subsidiary will also be created to hold its generation and 

distribution assets, respectively. See “Description of the SEC Group’s Business – Restructuring of the SEC 

Group”. 

Accordingly, upon the separation of SEC into separate generation, transmission and distribution subsidiaries the 

revenues and expenses of each of the separate generation, transmission and distribution subsidiaries will be 

determined separately in order to measure the performance of each of the SEC Group’s operating activities. 
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DESCRIPTION OF THE SEC GROUP’S BUSINESS 

INTRODUCTION 

SEC and its subsidiaries and affiliates (taken as a whole, the SEC Group) is the Kingdom’s leading producer of 

electricity and has a monopoly on the transmission and distribution of electric power in the Kingdom. As at the 

date of this Prospectus, SEC is, indirectly, 81.2 per cent. owned by the Government, comprising a 74.3 per cent. 

share held by PIF and a 6.9 per cent. share held by Saudi Aramco, with the remaining 18.8 per cent. being held 

by the general public. SEC has been rated A2 by Moody’s, A by Fitch and A- by S&P. The Legal Entity 

Identifier of SEC is 549300FXO4ZXUIAXGP41. 

The SEC Group’s principal business activities are the generation, transmission and distribution of electricity 

within the Kingdom, the largest economy in the GCC. In the year ended 31 December 2017, the SEC Group 

generated 70.9 per cent. of the total amount of electricity which it sold to customers in the Kingdom. In the year 

ended 31 December 2017, the SEC Group accounted for 70.3 per cent. of the electricity generation capacity in 

the Kingdom. The SEC Group’s total sales of electricity were 288,656 GWh in 2017, of which 143,055 GWh 

(49.6 per cent.) was sold to residential customers, 47,230 GWh (16.4 per cent.) was sold to industrial customers, 

49,051 GWh (17.0 per cent.) was sold to commercial customers and 32,446 GWh (11.2 per cent.) was sold to 

governmental customers. The balance of 16,874 GWh (5.8 per cent.) was sold to other customers, such as 

agricultural, health and education, and desalination customers. 

For the year ended 31 December 2017, the SEC Group’s total operating revenue was SAR 50,615 million 

(compared to SAR 49,861 million for the year ended 31 December 2016) and its net income was SAR 6,908 

million (compared to SAR 4,545 million for the year ended 31 December 2016). As at 31 December 2017, the 

SEC Group’s total assets were SAR 445,760 million (compared to SAR 421,022 million as at 31 December 

2016). 

For the six months ended 30 June 2018, the SEC Group’s total operating revenue was SAR 28,898 million 

(compared to SAR 22,222 million for the six months ended 30 June 2017) and its net income was SAR 633 

million (compared to SAR 7,167 million for the six months ended 30 June 2017). As at 30 June 2018, the SEC 

Group’s total assets were SAR 465,573 million (compared to SAR 445,760 million as at 31 December 2017). 

HISTORY 

In 1975, the Government created the Ministry of Industry and Electricity (which was replaced by the Ministry of 

Water and Electricity in 2003 and then, in respect of the electricity sector, by the Ministry of Energy, Industry 

and Mineral Resources) in order to organise and regulate the Saudi electricity sector. As part of this initiative, 

the Kingdom was divided into five operating regions (the Western, Eastern, Central, Southern and Northern 

Regions). Within each of the Western, Eastern, Central and Southern Regions, the various private and semi-

private electricity companies that had previously provided electricity were consolidated into four majority state-

owned utilities known collectively as the Saudi Consolidated Electricity Companies (SCECOs). Within the 

Northern Region, the General Electricity Corporation (GEC) (which had previously operated certain plants 

within the Northern Region) was given responsibility for supervising the electricity companies operating within 

that region. 

Subsequent reform of the electricity sector resulted in the formation of SEC, which was incorporated as a joint 

stock company pursuant to Royal Decree M/16 dated 06/09/1420H (corresponding to 13/12/1999G) pursuant to 

Council of Ministers’ Resolution no. 153 dated 05/09/1420H (corresponding to 12/12/1999G), with its 

headquarters located in Riyadh. Following the formation of SEC, GEC was dissolved and the four SCECOs, 

GEC’s projects and the various electricity companies in the Northern region operating under the supervision of 

GEC were merged into SEC and SEC assumed all of their operations, rights and liabilities. 

SEC subsequently reduced the number of operating regions to four. As of the date of this Prospectus, these 

regions are the Western Region (consisting of four electricity departments covering Makkah, Jeddah Madinah, 

Tabuk and Taif), the Eastern Region (consisting of four electricity departments covering Dammam and Al Ahsa, 

the Northern province, the Al-Jouf province and the northern border), the Central Region (consisting of six 

electricity departments covering Riyadh city and the Riyadh, Qassim, Alkharj, Dawadme and Hail provinces) 

and the Southern Region (consisting of four electricity departments covering the Asir, Jizan, Najran and Baha 

provinces). 
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CAPITAL STRUCTURE 

As at 30 June 2018, SEC had an authorised share capital of SAR 41,665,938,150 divided into 4,166,593,815 

shares with a par value of SAR 10 each, all of which are fully paid. Its issued share capital is approximately 74.3 

per cent. owned by the PIF and approximately 6.9 per cent. owned by Saudi Aramco, each of which is wholly 

owned by the Kingdom. The remaining 18.8 per cent. of SEC’s shares are held by the general public. As at the 

date of this Prospectus, no shareholder other than the PIF and Saudi Aramco holds more than 5.0 per cent. of 

SEC’s share capital. Since SEC’s incorporation its shares have been listed on the Saudi Stock Exchange. 

RELATIONSHIP WITH THE GOVERNMENT 

Government as the indirect majority owner 

As at the date of this Prospectus, the Government currently owns, indirectly through the PIF and Saudi Aramco, 

approximately 81.2 per cent. of SEC’s issued share capital. SEC’s board of directors comprises nine members, 

of which five are representatives of the PIF, one is a representative of Saudi Aramco and the remaining three are 

representatives of the private sector. Board members are appointed for a term of up to three years. (see 

“Management and Employees – Board of Directors and Secretary to the Board”). 

The Government has agreed, pursuant to the Council of Ministers’ Resolution no. 169 dated 11/08/1419H 

(corresponding to 30/11/1998G), to waive its share of distributed profits for a period of ten years from SEC’s 

establishment, so long as the distributed profits do not exceed 10.0 per cent. of an SEC share’s nominal value. In 

the cases where the distribution exceeds 10.0 per cent. of the shares’ par value, the Government shall receive the 

same dividends as the other shareholders. Following a request by SEC for an extension to this period, the 

Council of Ministers issued Resolution no. 327 dated 24/09/1430H (corresponding to 14/09/2009G) approving 

the extension of the government’s waiver of its share of profits distributed by SEC for an additional period of 

ten years starting from 30/12/1430H (corresponding to 18/12/2009G). 

Government as purchaser of electricity 

In 2015, 2016 and 2017, the SEC Group sold a total of 32,796 GWh, 32,719 GWh and 32,446 GWh, 

respectively, of electricity to the Government and Government-related entities, and as a result, the Government 

is the SEC Group’s single largest customer. Historically, the SEC Group has recorded significant Government 

receivables, principally representing amounts owed to the SEC Group by the Government in respect of 

electricity supplied to it.  

Under the current tariff system for electricity that took effect on 1 January 2018, the Government and 

governmental users pay a flat rate of SAR 0.32/KWh and industrial, private educational facilities and private 

medical facilities users pay a flat rate of SAR 0.18/KWh. By way of comparison, the variable tariffs for 

residential users range between SAR 0.18/KWh and SAR 0.30/KWh and for commercial users range between 

SAR 0.20/KWh and SAR 0.30/KWh.  

The Government has agreed to settle its account in line with ECRA’s standard payment terms. The current basis 

for settling the Government’s account with SEC was established by Resolution no. 227, which, among other 

things, required the Ministry of Finance to pay for the Government’s annual consumption of electricity from the 

Government’s general budget. As at 30 June 2018, the total amount of Government receivables were SAR 

26,474 million (which includes receivables from governmental institutions and related parties (including Saudi 

Aramco and SWCC)). 

Government as supplier of fuel 

Saudi Aramco is the state-owned oil company of the Kingdom. Pursuant to Royal Decree M/96 dated 

24/07/1415H (corresponding to 27/12/1994G), since 1994, Saudi Aramco is obliged to supply fuel to the SEC 

Group for its power generation business, at prices set by the Government (see “– Fuel Supply”). The current 

price set by the Government for this fuel is below the relevant market price. 

Additionally, since SEC’s establishment in 2000, SEC has not paid for fuel supplied by Saudi Aramco. 

Following the Government’s agreement to assume responsibility for these payments pursuant to the minutes of 

the Ministerial meetings dated 15/05/1427H (corresponding to 11/06/2006G) and 06/02/1433H (corresponding 

to 31/12/2011G) and the Council of Ministers’ Resolution no. 277, all payables owed to Saudi Aramco in 

respect of the period from SEC’s incorporation to 31 December 2016, in an amount of SAR 79,652 million, 

were transferred from “trade payables” to “Government payables”. 
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Based on Resolution no. 227, SEC defers these payments to Saudi Aramco, resulting in significant payables 

balances between SEC and Saudi Aramco. At 30 June 2018, SEC had 37,664 million of trade payables, 32.2 per 

cent. of which represented payments due to Saudi Aramco, primarily for the supply of fuel. SEC also defers 

payments to SWCC for electricity supplied by it based on Resolution no. 227. In addition, municipality fees 

have been waived in full pursuant to a Royal Decree. 

Government as regulator 

SEC is regulated by ECRA (see “– Regulation – Regulatory authorities – Electricity and Co-generation 

Regulatory Authority”). The Ministry of Energy, Industry and Mineral Resources is the governmental entity 

which sets out the policies, programmes and development plans that govern the electricity sector within the 

Kingdom. 

The electricity tariffs, defined by the Electricity Law as the compensation in return for the provision of a good 

or service in relation to the generation, co-generation, transmission, distribution, supply, and trading of 

electricity, were unified across all regions within the Kingdom pursuant to the Council of Ministers’ Resolution 

no. 1020 dated 20/07/1394H (corresponding to 09/08/1974G). The electricity consumption tariff that is charged 

by SEC to end-users for electricity supplies was historically determined by the Council of Ministers. However, 

the Electricity Law provides that ECRA shall revise the tariff structure in consideration of certain requirements 

set out in the Electricity Law (including, among others, considering the Kingdom’s policies and instructions, 

providing consumers with true indicators of costs arising out of their consumption patterns, and not 

discriminating against consumers within a certain consumption category, nor against a consumption category as 

a whole). 

Pursuant to the Electricity Law, the Council of Ministers issued Resolution no. 333 dated 16/10/1430H 

(corresponding to 06/10/2009G), granting ECRA the authority to amend and declare the values of electricity 

tariffs for non-residential consumption categories (commercial, industrial, and governmental). The tariffs set by 

ECRA may not exceed SAR 0.26/KWh without the approval of the Council of Ministers. The tariff in respect of 

residential customers is set directly by the Government pursuant to Council of Ministers’ Resolution no. 170 

dated 12/07/1421H (corresponding to 09/10/2000G) (CMR 170). The Government also regulates the prices that 

Saudi Aramco is permitted to charge SEC for the fuel that it supplies to SEC, and these prices have historically 

remained at below market rates.  

The SEC Group is subject to environmental laws and regulations within the Kingdom, which are regulated by 

the General Authority for Meteorology and Environmental Protection (formerly known as the Presidency of 

Meteorology and Environment and, before that, the Meteorology and Environmental Protection Administration) 

(the PME). The PME is the governmental entity responsible for the administration and policing of 

environmental affairs in the Kingdom. See “– Regulation – Environmental Regulation”. Pursuant to Council of 

Ministers’ Resolution No. 169 dated 11/08/1419H (corresponding to 30/11/1998G), as amended by CMR 170, 

the SEC Group is required to conduct its operations in line with environmental guidelines and standards set by 

the Government. 

Government as grantor of land and rights of way 

SEC rents land from the Government on which to construct generation plants and transmission and distribution 

lines for a nominal rent. The Government also grants rights of way to SEC for fixed assets, such as overhead 

and underground transmission lines. 

Government financial and other support 

As set out above, in addition to maintaining below market rates for SEC to obtain fuel from Saudi Aramco and 

allowing SEC to defer payments for this fuel to Saudi Aramco in addition to deferring payments for electricity 

supplied by SWCC and waiving municipality fees, the Government has also historically provided subsidised and 

interest-free loans, waived dividends and paid higher tariffs than commercial, industrial and residential 

customers. 

The Government has, in the past provided, and is expected to continue in the future to provide, significant 

financial support to the SEC Group. By way of example, The Government has, as at 30 June 2018, made 

available to SEC three long-term interest-free loans in an aggregate amount of up to SAR 115.5 billion. In 

addition, a further SAR 14.9 billion in amounts due from SEC to the Government has been converted into an 

interest-free loan with a 25-year grace period and no fixed repayment term. In addition see “– Business 
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Strengths – Government support”. There is no guarantee, however, that this significant level of Government 

support will continue, and these arrangements are subject to change at any time (see “Risk Factors – The SEC 

Group has benefitted from significant Government support, and any reduction or delay in the level of support 

provided to the SEC Group could significantly and adversely affect its business, results of operations and 

financial condition”). 

BUSINESS STRENGTHS 

The SEC Group’s principal business strengths comprise: 

 The SEC Group is the monopoly supplier of electricity in the Kingdom 

The SEC Group owned, or was the sole off-taker under long-term power purchase agreements in 

respect of, all of the traded generation capacity in the Kingdom at 30 June 2018 other than certain 

capacity utilised principally for its own use by Saudi Aramco, Ma’aden, Marafiq and SADAF. The 

SEC Group has a regulated monopoly position in respect of both the transmission of electric power and 

the distribution of electricity to consumers in the Kingdom. Under the Electricity Law, all electricity 

providers in the Kingdom must hold a licence from the Government. Currently, the SEC Group holds 

the sole licence for the transmission and distribution of electricity in the Kingdom. The SEC Group is, 

therefore, the monopoly integrated market provider in the electricity sector in Saudi Arabia, and this, 

coupled with high barriers to entry, means that SEC expects to remain the primary supplier of 

electricity in the Kingdom for the foreseeable future and retain its monopoly position. See “Description 

of the SEC Group’s Business—Restructuring of the SEC Group” for related information. 

 Government support 

As at the date of this Prospectus, the Government, which indirectly owns 81.2 per cent. of SEC’s issued 

share capital (see “– Capital structure”), has historically been supportive in ensuring that the SEC 

Group can adequately meet the electricity demands of the Kingdom. Such support by the Government 

has included providing SEC with significant long-term interest-free loans, allowing higher tariffs for 

electricity supplied to governmental customers, the provision of subsidised fuel through Saudi Aramco, 

allowing deferred payment for this fuel in addition to power purchased from SWCC, waiving 

municipality fees and the assumption of responsibility for significant payables owed to Saudi Aramco. 

SEC views these forms of Government support as critical elements of its competitive strength.  

In addition, the Government also has a strategic vision with respect to the electricity industry. As part 

of the tenth five-year development plan for 2015 to 2019, the Ministry of Economy and Planning has 

set out certain policy objectives for the electricity industry, which include enhancing the role of the 

electricity sector in maximising national resources and enhancing integration of the electricity sector’s 

transmission and distribution networks regionally and internationally. See “– The Government’s 

development strategy”. In conjunction with its historical regulatory and financial support, the tenth 

five-year development plan demonstrates the Government’s intention to continue promoting the 

electricity sector in the Kingdom.  

The Vision 2030 and NTP 2020 initiatives have further progressed the Government’s vision for the 

electricity industry, targeting an increase in production of renewable energy and the provision of a 

reliable and cost-efficient supply of electricity to end-users, in addition to enhancing the quality of 

service and coverage. 

 Supply of low cost fuel and deferred payment 

Fuel costs constitute a significant portion of SEC’s operating costs, comprising 20.5 per cent. of SEC’s 

cost of sales for the year ended 31 December 2017. The SEC Group has long-term supply arrangements 

with Saudi Aramco under which it obtains subsidised fuel. Pursuant to a royal decree, Saudi Aramco is 

obliged to supply fuel to SEC, and pursuant to a Council of Ministers resolution, SEC is permitted by 

the Government to defer payment for the fuel supplied to it by Saudi Aramco. These deferred fuel 

payments account for SEC’s increasing amounts of accounts payable owed to Saudi Aramco.  

 Role within the Saudi economy 

The SEC Group has a significant economic and policy role within the Saudi economy in terms of 

meeting the continuing increases in demand for electricity stemming from Government-sponsored 

industrialisation and population growth. According to the International Monetary Fund (the IMF) 
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World Economic Outlook database for April 2018, the Kingdom’s population is projected to grow by 

14.9 per cent. between 2016 to 2023, from 31.7 million to 36.5 million people. According to the 

Ministry of Economy and Planning in its Tenth Development Plan, consumption of electricity between 

2010 and 2017 was estimated to have grown by 5.85 per cent. and was forecasted to grow at an average 

annual rate of 2.55 per cent. between 2018 and 2023. SEC believes that this population growth will 

lead to an increase in demand for electricity by residential users, in addition to an increase in industry 

and economic activity and, as a result, demand and consumption of electricity by non-residential end-

users. SEC’s position as the Kingdom’s primary electricity provider positions it to capitalise on this 

growth in demand. SEC will also play a key role in the Government’s Vision 2030 and NTP 2020 

initiatives. See “Description of SEC Group’s Business – Industry Overview – The Government’s 

Development Strategy” for further discussion. 

STRATEGY  

SEC’s strategy is focussed on implementing the Government’s policy for the development of the electricity 

industry in the Kingdom, with the primary objective being the provision of a safe, reliable and cost-efficient 

supply of electricity to end-users. In addition, SEC’s strategy includes significantly increasing the SEC Group’s 

generation business and enhancing its interconnectivity, both internationally and within the Kingdom. In line 

with the objectives of the Government’s Vision 2030 and NTP 2020 initiatives, SEC is also focussing on 

research and development projects with a particular focus on the development of renewable energy projects. 

Increase generation capacity 

SEC is taking a number of steps to increase the SEC Group’s generation capacity to meet anticipated future 

demand, including expanding existing plants and constructing new plants. As part of its strategy to meet this 

anticipated demand, the SEC Group increased its actual generation capacity by 2,062 MW during 2015 (an 

increase of 4.1 per cent.), by 4,455 MW during 2016 (an increase of 8.1 per cent.) and by 3,269 MW during 

2017 (an increase of 6 per cent.). However, as the independent power sector develops (see “– Restructuring of 

the SEC Group”), SEC believes that it may, as a result, be able to scale back further capital expenditure on new 

power generation projects.  

SEC has also developed its own IPP programme which is intended to encourage private sector investment in its 

power generation business. In the year ended 31 December 2017, SEC purchased 150,522 GWh of additional 

electricity from third-party suppliers, which constituted approximately 42.4 per cent. of total electricity 

generated and purchased during the year. For further information about the IPP programme, see “– Business 

Units – Electricity generation – IPPs and IWPPs”. As part of the IPP programme, SEC has identified the need 

to construct new power plants to complement its plans to increase total generation capacity in the Kingdom 

which can be constructed on an IPP basis. SEC’s IPP programme initially envisaged the construction of four 

new power plants. The request for proposals (RFP) for the first independent power plant, comprising the Rabigh 

IPP in the Makkah Region and the Riyadh IPP (each of which commenced commercial production in 2013), the 

Qurayyah IPP in the Eastern Region (which commenced commercial production in 2016) and the Rabigh II IPP 

in the Makkah Region (which commenced commercial production in 2017). Additionally, SEC is participating 

with Saudi Aramco in a joint-venture to develop a dual-production electricity and steam plant in Al Fadhili in 

the Eastern Region (which is expected to be completed by 2019).  

Improve Transmission Network  

The SEC Group is planning to continue the extension of its transmission network in order to minimise 

congestion, interconnect isolated regions and connect new power plants to the grid. 

In addition to expanding network capacity, the SEC Group is focusing on improving the reliability of the 

transmission network system, reducing the number of interruptions and benchmarking network performance to 

international standards. The SEC Group has taken (and continues to take) a number of measures to improve the 

reliability of its transmission network, including: 

 carrying out periodic studies and analyses of the major transmission faults and identifying the causes 

and the possible remedies; 

 performing routine maintenance of all transmission assets; 

 implementing reinforcement projects and commissioning new transmission projects well in advance of 

periods where demand is at its peak; 
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 providing mobile reserve transformers in all strategic locations; and 

 improving the performance efficiency of its transmission technicians through continuous training and 

education programmes. 

During the medium-to long-term (covering a period of five to 25 years) the SEC Group also aims to improve the 

overall “capacity factors” (that is, the ratio of a power plant’s output over a period of time as compared to its 

output if it had operated at full capacity) of the generation business through further investment in the 

transmission network. 

The SEC Group’s four operating regions for its transmission business are now almost fully interconnected (with 

interconnectivity of the transmission network within Saudi Arabia at approximately 99.0 per cent. as at 31 

December 2017), although significant work remains in terms of increasing the capacity of certain of the major 

interconnection links and this is a significant focus of the SEC Group’s capital expenditure programme in the 

transmission business in order to enhance efficiency of operations in the future.. 

To improve the reliability of the Kingdom’s power supply, reduce costs and promote energy trading, SEC has 

also developed connections with transmission networks in the neighbouring GCC countries. The Gulf 

Cooperation Council Interconnection Authority (GCCIA), a joint stock company incorporated under the 

regulations of the Kingdom, was formed in 2001 by the member states of the GCC to interconnect the electricity 

transmission networks of the member states (see “– Subsidiaries and other investments – Other investments – 

Gulf Cooperation Council Interconnection Authority”). In addition to the GCC countries, SEC intends to 

develop interconnection projects with other countries in the MENA region.  

The SEC Group expects to realise a number of economic and operational gains as a result of enhancing 

interconnectivity and increasing capacity factors, including: 

 increasing the overall reserve capacity for the entire network; 

 improved utilisation of the SEC Group’s power plants leading to a reduction in operating costs and 

capital expenditure costs; and 

 enhancement of the reliability and security of the transmission network. 

Sustainability and efficiency 

SEC has been working with its stakeholders in the development of a sustainable electricity sector in the 

Kingdom and has taken a number of measures, including: 

 the establishment of Saudi Company for Power Purchase, which is a new entity within the SEC Group 

that serves as the main purchaser of fuel; 

 the establishment of a balancing fund, which is intended to allocate subsidies to the system in a 

transparent and efficient manner; and 

 the development of a smart grid. 

Other areas of focus for SEC in ensuring the sustainability and efficiency of the electricity sector in the 

Kingdom include fuel efficiency, automated customer services and the management of its workforce. 

Diversification 

As part of its attempts to diversify its business, SEC has established the following companies: 

 Saudi Electricity for Projects Development Company, the principal activities of which are the 

management of construction projects, the making of detailed design work, the procurement of materials 

and executing projects in the energy sector; and 

 Dawiyat Telecom Company, which is a wholly-owned telecom subsidiary of SEC established in 2009 

to lease fibre optic networks to telecommunications companies and which is responsible for the 

construction, rental, management and operation of the fibre optic networks owned by SEC. 

See “– Subsidiaries and Principal Investments” below for further information. 
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INDUSTRY OVERVIEW 

Overview 

The Saudi electricity market is the largest in the Arab world, with a peak load estimated to be approximately 

62,121 MW in 2017 for the Kingdom. Demand for electricity is expected to increase in the short to medium 

term as a result of increased Government-sponsored industrialisation and population growth (see “– 

Government’s development strategy” and “Kingdom of Saudi Arabia – Population and demographics”, 

respectively). 

In the year ended 31 December 2017, the SEC Group generated 70.9 per cent. of the total amount of electricity 

which it sold to customers in the Kingdom. In the year ended 31 December 2017, the SEC Group accounted for 

70.3 per cent. of the electricity generation capacity in the Kingdom. All of the generation capacity in the 

Kingdom in 2017, other than certain capacity utilised principally for its own use by Saudi Aramco, SWCC, 

IWPP (WEC), Ma’aden, Marafiq and SADAF, was either owned by the SEC Group or was committed to SEC 

under long-term take or pay contracts. Transmission from the generation plants to the consumption areas is 

through high voltage overhead lines and underground lines that had a combined total length of 78,023 c.km as at 

31 December 2017. At present, the SEC Group has a monopoly on transmission of electric power in the 

Kingdom. The SEC Group’s distribution network consisted of 301,669 c.km of overhead lines and 313,638 

c.km of underground lines as at 31 December 2017, and the SEC Group also has a monopoly on electricity 

distribution to consumers in the Kingdom.  

The total number of SEC Group’s electricity customers as at 31 December 2015, 31 December 2016 and 31 

December 2017 was 8,094,248, 8,588,742 and 9,049,712, respectively, representing increases of 6.1 per cent. in 

2016 and 5.4 per cent. in 2017, respectively. During the years 2000 to 2017, the number of customers of SEC 

Group increased by 149.8 per cent., from 3,622,391 to 9,049,712. The table below shows the distribution of 

SEC’s customers classified by consumption type as at 31 December 2017 along with the amount of 

consumption for the year ended 31 December 2017. 

Type 

Number of 

subscribers 

Consumption 

(GWh) 

Per cent. of total 

consumption 

Residential ............................................................  7,089,016 143,055 49.6% 

Government ..........................................................  153,541 32,446 11.2% 

Commercial ..........................................................  1,575,974 49,051 17.0% 

Industrial ...............................................................  10,645 47,230 16.4% 

Other .....................................................................  220,536 16,874 5.8% 

Total .....................................................................  9,049,712 288,656 100.0% 

In 2015, 2016 and 2017, the SEC Group sold a total of 286,037 GWh, 287,692 GWh and 288,656 GWh of 

electricity, respectively, representing increases of 0.6 per cent. and 0.3 per cent. in 2016 and 2017, respectively. 

Electricity sales during the years 2000 to 2017 increased by 153.1 per cent. from 114,161 GWh in 2000 to 

288,656 GWh in 2017, while the non-coincident peak demand increased by 186.6 per cent. from 21,673 GW in 

2000 to 62,121 GW in 2017. 

The table below shows the electricity generated by the SEC Group, the electricity imported by the SEC Group 

from other producers and the total quantity of electricity sold by the SEC Group during each of 2015, 2016 and 

2017.  

 2015 2016 2017 

 (GWh) 

Electricity generated at SEC Group plants .............................................  211,998 206,044 204,558 

Electricity purchased from SWCC  ........................................................  25,180 30,733 32,998 

Electricity purchased from other producers
(1)

 .........................................  101,614 108,668 117,524 

Total electricity generated and purchased .........................................  338,792 345,446 355,081 

Total electricity sold  ..............................................................................  286,037 287,692 288,656 

 _________________  

Note: 

(1) Other producers include IPPs, IWPPs, large producers, rented diesel engines and GCCIA. 
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The Government’s development strategy 

In 2016, the Kingdom released a strategic development programme (Vision 2030) aimed at reducing the 

Kingdom’s dependence on oil and reinforcing economic and investment activities. As part of this programme, 

the National Transformation Program (NTP 2020) sets out goals and targets to be achieved by 2020 (see 

“Kingdom of Saudi Arabia – Vision 2030” and “Kingdom of Saudi Arabia – National Transformation 

Programme 2020” for further detail).  As part of Vision 2030, the Kingdom launched a national renewable 

energy programme targeting the production of 9.5GW  through renewable energy sources by 2023. NTP 2020 

sets out a target for the same of 3.45GW by 2020. SEC’s strategy is focussed on implementing the 

Government’s policy for the development of the electricity industry in the Kingdom and responding to the NTP 

2020’s objective of providing a reliable and cost-efficient supply of electricity to end-users, in addition to 

enhancing the quality of its service and coverage. SEC’s strategy for implementation of Vision 2030 and NTP 

2020 includes the following: 

 Commitment to the Kingdom: SEC is one of the largest employers in the Kingdom with over 36,000 

employees of whom more than 91 per cent. are Saudis; 

 Research and Development: SEC maintained 27  research and development projects in 2017; 

 Procurement policies: 70 per cent. of the materials used by SEC are sourced from the local market; 

 Energy efficiency improvement: SEC is targeting achieving more than 40 per cent. efficiency by 2020 

and achieved a saving of 41 MMBOE in 2016  and 2017 and a saving of 44 MMB diesel in 2016 and 

2017; 

 Customer centric approach: 90 per cent. of SEC’s customer services are online; and 

 Environmental achievements: SEC is 84 per cent. compliant with the requirements of the General 

Authority for Meteorology and Environment Protection. 

BUSINESS UNITS 

The SEC Group’s business is organised into three main business units: electricity generation, transmission and 

distribution. These units are supported by finance, general services, human resources, public relations, investor 

relations, planning, programmes, legal affairs and internal auditing. 

Electricity generation 

Total generation capacity 

As at 31 December 2017, the SEC Group had 43 power plants (of which 10 are considered key plants) with an 

actual generation capacity of 56,588 MW. 

These plants are powered by a mix of gas, crude oil, diesel and heavy fuel oil. SEC prefers the use of natural gas 

for its generation plants since it is the most environmentally friendly and efficient and causes less damage to 

plants and equipment relative to its other fossil fuel counterparts, although these generation plants can generally 

operate on other fuels and fuel oil. The fuel that is ultimately used is largely dependent on the types of fuel that 

Saudi Aramco is able to supply to that location. 

The SEC Group employs steam turbine, diesel engine and gas turbine (both “single cycle” and “combined 

cycle”) technology in its power plants to generate electricity. Steam turbines and gas turbines account for the 

majority of the SEC Group’s generation capacity, with steam turbines having a total generation capacity of 

21,988 MW as at 31 December 2017 (accounting for approximately 38.9 per cent. of the SEC Group’s total 

generation capacity) and gas turbines having a total generation capacity of approximately 21,861 MW as at 31 

December 2017 (accounting for approximately 38.6 per cent. of SEC’s total generation capacity). The remaining 

power generation capacity is made up of combined cycle generators with a total generation capacity of 

approximately 12,471 MW (accounting for approximately 22 per cent. of the SEC Group’s total generation 

capacity), diesel generators with an actual generation capacity of approximately 265 MW (accounting for 

approximately 0.5 per cent. of the SEC Group’s total generation capacity) and renewable energy with a total 

generation capacity of approximately 2.8 MW, in each case as at 31 December 2017. The share of power 

supplied by different power plants varies from year to year depending upon maintenance schedules and load 

profiles arising out of customer demand. 
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Gas and steam turbines generate electricity through different processes. Gas turbines compress the atmospheric 

air to a high pressure, with the resulting hot compressed air flowing into the combustion chamber into which 

natural gas or fuel oil is fired. The high-pressure hot gases from the combustion chamber expand through the gas 

turbine consisting of various stages of fixed and rotating blades converting thermal energy to mechanical energy 

to drive the gas turbine. The hot gases drive the gas turbine, which in turn drive the generator coupled to the 

turbines, thereby generating electricity. In the combined cycle power plants, the heat waste product from the 

exhaust of the gas turbines can be utilised by passing it through a heat recovery steam generator to produce 

steam. This steam is then expanded through a steam turbine consisting of several stages of both fixed and 

rotating blades converting thermal energy to mechanical energy to drive the steam turbine. The steam turbine 

drives the electrical generator attached to it, thereby generating electricity. 

In the conventional steam turbines, thermal power is generated by firing natural gas or fuel oil into steam 

generators in order to generate high-pressure, high-temperature steam. This steam is then expanded through a 

steam turbine consisting of several stages of both fixed and rotating blades which converts thermal energy to 

mechanical energy to drive the steam turbine. The steam turbine drives the electrical generator coupled to it, 

thereby generating electricity. Part of the steam produced by the steam turbines can also be extracted and used in 

the desalination process. 

The decision to use a particular technology depends on a range of factors, principally the location of the plant 

and the type of fuel available from Saudi Aramco. Typically, plants that are inland, where gas supplies are 

available, use gas turbines, and coastal plants use steam turbines, since they are able to capitalise on the 

abundant supply of sea water as a condenser to increase the efficiency of the steam turbines, which use steam 

from boilers fired by heavy crude oil or fuel oil. 

Generation capacity 

The SEC Group’s total generation capacity has increased from 22,060 MW as at 31 December 2000 to 56,588 

MW as at 31 December 2017 (an increase of 156.5 per cent.). This growth in generation capacity has been 

achieved through the expansion of existing power plants, construction of new power plants and in making 

improvements to the operational performance of existing power plants. Additional capacity added and planned 

to be added by SEC and the IPPs and IWPPs, for which SEC is the sole off-taker of the power generated, is 

expected to be sufficient to meet peak demand increases of approximately 1.8-3.7 per cent. per year and to 

satisfy its needed reserve in the near- to medium-term. 

The SEC Group’s generation capacity in the Eastern and Western Regions, when combined with the generation 

capacity provided by SWCC, in effect gives an overall positive capacity margin in both of these regions. The 

positive capacity margin in these regions also permits power to be transferred from them to other regions 

whenever it is economical to do so (the transfer of power in this manner is also called “economic energy 

interchange”). At present, the principal economic energy interchanges are between the Eastern and Central 

Regions as the interconnection lines between these two operating regions have the greatest capacity. Although 

the other regions are all interconnected, the number and capacity of the interconnection lines varies and 

increasing the number and capacity of these interconnections as well as connecting currently isolated areas 

within regions is a major goal of the SEC Group’s capital expenditure programme in the transmission business. 

Based on the additional generation capacity that SEC has installed since 2010 and which it intends to install in 

future years (see “– Strategy – Increase Generation Capacity”) and the additional electricity that SEC is able to 

purchase from SWCC, SEC believes that there will be sufficient generation capacity to meet peak demand in the 

Kingdom during the next three to four years. Overall, the total generation capacity (including SWCC’s capacity 

and other sources) in the Kingdom was estimated to be approximately 80,471 MW at the end of 2017, and the 

overall peak load in the Kingdom was estimated to be approximately 62,121 MW at the end of 2017. 
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The table below contains a breakdown by region of the SEC Group’s actual generation capacity as at 31 

December 2017. 

Province 

Actual 

capacity 

(MW) 

Generation 

Units 

% of total 

capacity 

Eastern ............................................................................................  15,170 156 26.5% 

Western ...........................................................................................  20,395 205 36.0% 

Central ............................................................................................  15,029 242 26.8% 

Southern ..........................................................................................  5,995 97 10.6% 

Total ...............................................................................................  56,588 700 100% 

Peak demand 

Driven by a combination of population and economic growth, the non-coincident peak demand for electricity in 

the Kingdom has grown from 21,673 MW in 2000 to 62,121 MW in 2017, representing an average annual 

growth of 6.4 per cent. during this period. Peak load typically builds up during the summer months (May to 

September) because of increased usage of air conditioners and is also significantly influenced by the timing of 

Ramadan and the school exam period. For example, the average monthly non-coincident peak demand from 

May to September 2017 was approximately 59,645 MW as compared to an average monthly non-coincident 

peak demand of approximately 43,989 MW from October to December 2017. During the summer months of 

May to September 2017 which is typically when electricity use is at its highest in the Kingdom, SEC achieved 

“capacity margin” (that is, a margin of generation capacity above national peak demand) of between 19.8 and 

21.2 per cent. This capacity margin takes into account the installed capacity both of the SEC Group and other 

generators in the Kingdom, including the IPPs and IWPPs. SEC intends to decrease this margin to 12.0 per cent. 

in the medium term and this is a major goal of its capital expenditure programme within the generation sector 

(see “– Strategy – Increase generation capacity”). 

The relatively large geographic size of the Kingdom means that peak demand levels of each region do not 

usually coincide (because of factors such as different sunrise and sunset times across the various regions of the 

Kingdom) and national peak demand therefore tends to be lower than the sum of peak demand levels in each 

region. This means that the effective capacity margin for each region may actually prove to be lower than the 

capacity margin calculated above the national peak demand. In light of the fact that the effective capacity 

margin for each region tends to be lower than the “national” capacity margin, some regions of the Kingdom 

have experienced power outages in recent years and the elimination of these outages is another major goal of the 

capital expenditure programme within the generation sector. 

At times of peak demand, SEC has needed to purchase additional electricity from SWCC and other sources 

(mainly, Saudi Aramco) to meet demand. In the year ended 31 December 2017, SEC purchased 150,522 GWh 

of additional electricity from other third-party suppliers which constituted 42.4 per cent. of total electricity 

generated and purchased during the year. SEC expects to continue to purchase electricity from SWCC and other 

sources until it has increased its own generation capacity to sufficient supply levels. SEC does not, however, 

consider the additional generation capacity available from SWCC to be a substitute for increasing the SEC 

Group’s generation capacity in order to meet future demand for electricity in the Kingdom. 

SEC purchases most of the additional electricity it requires from SWCC by accessing SWCC’s generation 

capacity through the SEC Group’s networks in the Eastern and Western regions, at a price determined by tariffs 

set by a Council of Ministers’ resolution. SWCC contributed 7.4 per cent. of the total electricity generated by 

the Kingdom’s power sector (and transmitted and distributed by SEC) in 2015, 8.9 per cent. in 2016 and 9.3 per 

cent. in 2017. 

Under the current tariffs in force, SEC pays SWCC SAR 120 per KWh for peak demand charges and SAR 20 

per MWh for energy (on a normal KWh basis), such that the average combined price payable for peak demand 

charges and energy does not exceed SAR 38 per MWh, although historically the SEC Group has deferred 

payment for these purchases. The Council of Ministers has the power to change these tariffs. 
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Generation power plants 

The table below sets out SEC’s ten most significant power plants, in terms of generation capacity, all of which 

are fully owned by SEC, and their actual generation capacity percentage as at 31 December 2017.  

 

Generation power plant  

Generation 

capacity 

(MWh) 

% of 

generation 

capacity 

Shoaibah ........................................................................................................  5,538 9.92% 

Ghazlan ..........................................................................................................  4,424 7.92% 

Rabigh ...........................................................................................................  4,230 7.58% 

Qurayyah CC .................................................................................................  4,026 7.21% 

PP 9 ................................................................................................................  3,514 6.29% 

PP 10 ..............................................................................................................  3,157 5.65% 

Rabigh II ........................................................................................................  2,674 4.79% 

Jeddah South ..................................................................................................  2,640 4.73% 

Shuqaiq ..........................................................................................................  2,640 4.73% 

Qurayyah -Steam ...........................................................................................  2,500 4.48% 

Depreciation 

Depreciation is calculated from the date the item of property, plant and equipment is available for their intended 

use or in respect of self-constructed assets from the date such assets are completed and ready for the intended 

use. Depreciation on assets is calculated on a straight-line basis over the useful life of the asset.  

With appropriate maintenance, power plants that have been fully depreciated may continue to be fully 

operational beyond the end of their anticipated useful life. 

As at 31 December 2017, the SEC Group’s power plants had a total generation capacity of 53,195 MW of which 

37,512 MW (70.5 per cent.) related to power plants with an age of 20 years or less.  

The table below gives a breakdown of the SEC Group’s power plants by age as at 31 December 2017. 

 

Age of power plant Capacity 

 (MW) 

0 to 5 years...................................................................................................................................  12,368 

More than 5 years up to 10 years .................................................................................................  12,376 

More than 10 years up to 20 years ...............................................................................................  12,768 

More than 20 years up to 25 years ...............................................................................................  2,430 

More than 25 years up to 30 years ...............................................................................................  3,366 

More than 30 years up to 35 years ...............................................................................................  3,870 

More than 35 years ......................................................................................................................  6,017 

Total ............................................................................................................................................  53,195
(1)

 

 _________________  
Notes: 

(1) This figure does not include generation capacity in the testing stages and not registered commercially (3269 MW), generation 
capacity from diesel generation units (121 MW) and generation capacity from renewable energy (3 MW). 

Electricity generated and generation capacity factors 

In 2015, the SEC Group generated a total of 211,998 GWh, which it supplemented by a further 126,794 GWh 

purchased from SWCC and other sources. In 2016, the SEC Group generated a total of 206,044 GWh, which it 

supplemented by a further 139,401 GWh purchased from SWCC and other sources. In 2017, the SEC Group 

generated a total of 204,558 GWh, which it supplemented by a further 150,522 GWh purchased from SWCC 

and other sources. 

Historically throughout the last three years, the SEC Group’s power plants have operated at an average capacity 

factor of approximately 38.0 per cent. This is due to both an increase in energy contributions from other 

electricity providers, and seasonality of demand, which impacts the annual capacity figures. Technically, the 

SEC Group’s most modern plants are capable of running at capacity factors of around 80.0 to 85.0 per cent. of 
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generation capacity. In the medium- to longer-term (covering a period of 15 to 20 years), SEC believes that it 

should be possible to increase the average capacity factor by reinforcing the electricity transmission grid to 

allow for more economic and efficient utilisation of plants. SEC also anticipates that changes will be made to 

the electricity tariff structure in the Kingdom to encourage off-peak electricity usage, which should limit growth 

in peak demand, see “– Regulation – Tariffs” and “– Distribution”. 

The continued increase of the SEC Group’s power generation capacity is a major goal of its capital expenditure 

programme in the generation business. It is possible that further projects may be approved or certain projects 

halted or modified in future years which will alter the planned capital expenditure in those and subsequent years. 

Concurrently with this planned expansion of its generation capacity, the SEC Group intends to retire more 

expensive older plants as and when demand permits. 

IPPs and IWPPs 

As a general policy objective, the Government has indicated that it intends to promote greater competition in the 

electricity industry by facilitating the establishment of IPPs and IWPPs. 

Although each IPP and IWPP project is expected to be established on a case-by-case basis, the SEC Group 

intends to take a key role in the establishment of IPPs and IWPPs. The SEC Group currently contributes, and 

expects to continue to contribute, a portion of the initial equity investment to each IPP and IWPP in the range of 

5 to 50 per cent., with the balance funded by international investors. The SEC Group enters into long-term 

power purchase agreements (either directly or through the operation of WEC) with the IPP or IWPP as sole off-

taker of the electricity that is produced. 

Furthermore, to facilitate investment by the private sector in power generation and energy trading, SEC 

established WEC, a 50 per cent. owned joint venture with SWCC, the governmental entity in charge of 

operating the publicly owned desalination plants in the Kingdom, see “– Subsidiaries and principal investments 

– Other investments”. Pursuant to Council of Ministers’ Resolution no. 494 dated 05/08/1438H (corresponding 

to 01/05/2017G), SEC transferred its entire 50 per cent. ownership of the Water & Electricity Company to the 

Government. SEC has entered into a long-term purchase agreement with WEC through whom it purchases the 

power output and capacity from the Shoaibah and Shuqaiq IWPPs. SEC has also entered into a long-term on-

sale agreement for the purchase of the power output and capacity from the Al-Jubail IWPP. SEC is obliged only 

to purchase all power produced by the IWPPs (through WEC in the case of the Shoaibah and Shuqaiq IWPPs 

and through Tawreed in the case of MARAFIQ IWPP).  

As part of its commitment towards the development and operations of IPPs in Saudi Arabia, SEC has 

participated in the establishment of four IPPs, with a total capacity of 8,910 MW. It is currently participating in 

the establishment of a fifth IPP, Fadhili IPP, with a total expected capacity of 1,507 MW. While the Rabigh IPP, 

Riyadh IPP, Qurayyah IPP and Rabigh II IPP are already operational, Fadhili IPP is still under construction. 

SEC has entered into a long-term power purchase agreement with each of the Rabigh, Riyadh,  Qurayyah, 

Rabigh II and Fadhili IPPs to purchase the power output and capacity from each of these IPPs. Further, Saudi 

Company for Power Purchase, a subsidiary of SEC (see “- Subsidiaries and Principal Investments”, has signed a 

power purchase agreement with Sakaka Solar Energy Company, representing a total capacity of 300MW. The 

project is expected to start commercial operations in 2019.  

The table below summarises the IPPs and IWPPs currently in operation or under construction in Saudi Arabia 

and the SEC Group’s interest in them. 

 

Type Name 

Power 

capacity Status 

SEC ownership 

interest 

(as at 30 June 

2018) 

Power purchase 

agreement 

IWPPs Jubail Water and Power 

Company (Al-Jubail) 

 

2,744 MW Operational 5 per cent. 20 years, through 

TAWREED 

 Shuqaiq Water and 

Electricity Company 

(Shuqaiq) 

 

850 MW Operational 8 per cent. 20 years, through 

WEC 
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 Shuaibah Water and 

Electricity Company 

(Shuaibah)  

 

900 MW Operational 8 per cent. 20 years through 

WEC 

IPPs Rabigh Electricity 

Company (Rabigh) 

 

1,204 MW Operational 20 per cent. 20 years 

 Dhuruma Electricity 

Company (Riyadh) 

 

1,729 MW Operational 50 per cent. 20 years 

 Hajr for Electricity 

Production Company 

(Qurayyah) 

 

3,927 MW Operational 50 per cent. 20 years 

 Al Mourjan for Electricity 

Production 

Co. (Rabigh II) 

 

2,050 MW Operational 50 per cent. 20 years 

 Fadhili Plant 

Cogeneration Company 

(Fadhili) 

1,507 MW Under 

construction 

(completion 

expected by 

2019) 

30 per cent. 20 years 

Transmission 

All electricity produced by the SEC Group is transmitted in the Kingdom through the SEC Group’s high-tension 

high voltage transmission grid, which is owned and operated by National Grid S.A. (National Grid), see “– 

Restructuring of the SEC Group”. Electricity is carried through a network of overhead transmission lines 

connected to substations set up in regions across the Kingdom. Electricity is then distributed to customers within 

those regions through SEC’s distribution network. To provide transmission coverage to relatively widely 

scattered areas throughout the Kingdom, the SEC Group has expanded its transmission network from 

approximately 36,652 c.km of power lines at the end of 2006 to 78,023 c.km as at 31 December 2017. The 

transmission network comprises both underground and overhead cables rated from 110kV to 380kV. The 

transmission network consisted of 70,739 c.km of overhead lines and 7,284 c.km of underground lines as at 31 

December 2017. 

The table below shows the classification of the SEC Group’s transmission lines and the related number of sub-

stations and transformers as at 31 December 2016 and 31 December 2017. 

 

Voltage of 

transmission lines No. of sub-stations 

No. of 

transformers 

Capacity 

(MVA) 

Amount of 

transmission 

lines (c.km) 

 
No. of sub-stations 

No. of 

transformers Capacity (MVA) 

Amount of 

transmission 

lines (c.km) 

 As at 31 December 

 2016 2017 2016 2017 2016 2017 2016 2017 

380kv .........................  120 147 469 423 1,62,640 1,92,278 30,889 34,028 

230kv .........................  35 35 124 102 22,392 22,468 4,249 4,388 

132kv .........................  375 405 1154 1196 72,675 82,565 22,076 24,752 

115kv .........................  119 124 303 364 14,927 18,940 6,359 6,888 

110kv .........................  228  239 708 846 37,337 47,686 6,773 7,967 

Total ..........................  
877 950 2758 2931 3,09,971 3,63,936 70,346 78,023 

In 2017, SEC added a total of 5,803 c.km of extra high voltage transmission lines and 3,764 c.km of high 

voltage transmission lines to reinforce the transmission network, while decommissioning 7,429 c.km of high 

voltage transmission lines. To enable the transmission network to cope with higher peak loads, SEC plans to 
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expand the network coverage, add extra high voltage lines and improve network reliability  (see “–Strategy – 

Improve Transmission Network). Overall transmission capacity increased between 2014 and 2015 and, 

installation of additional capacity in the extra high voltage lines is intended to increase the efficiency of the SEC 

Group’s transmission network and lower the transmission loss rate. Transmission losses (including SEC’s own 

consumption), as a percentage of the load, amounted to 8.0 per cent. in 2017, 7.5 per cent. in 2016 and 7.4 per 

cent. in 2015.  

The Kingdom’s four operating regions are almost fully interconnected through the transmission network, 

reflecting the historic development of the country’s power industry on separate regional lines. As at 31 

December 2017, interconnectivity of the transmission network was approximately 99 per cent. with the major 

grids in all four regions connected. 

SEC currently is not able to measure the amount of its own consumption, although a project is underway to 

enable this. The SEC Group is also installing capacitors with a view to reducing transmission losses (excluding 

own consumption) across the system to average international levels. 

Distribution 

The SEC Group’s distribution business is responsible for the medium and low voltage power lines that connect 

high voltage transmission sub-stations to local sub-stations and the low voltage lines that provide electricity 

from local sub-stations to end-users. The distribution business is also responsible for metering, billing, 

collection of payments and electrical service connections in respect of electricity supplied to end-users. SEC 

plans to establish a wholly owned distribution company to operate its distribution business, see “– Restructuring 

of the SEC Group”. 

Out of all customers supplied by the SEC Group, the majority are currently metered using individually 

numbered analogue meters. In order to enhance the performance of its electricity metering, SEC plans to 

introduce an automatic meter reader/advanced meter management (AMR/AMM) system to replace the existing 

analogue meters. The AMR/AMM system intends to establish a new metering standard, ensuring an accurate 

operation in real time to enhance the service performance to customers. SEC has launched the initial pilot phase 

of the plan, which prioritises industrial and commercial customers. As of the date of this Prospectus, 

approximately 400,000 AMR/AMM electronic meters have been deployed. Currently, SEC plans to initiate the 

initial phase of implementation of the AMR/AMM system in the last quarter of 2018, with the aim of installing 

2.5 million AMR/AMM electronic meters across the Kingdom by the end of 2021. An additional two phases 

will commence subsequent to the completion of the first, in order to deliver the SEC’s aim of an AMR/AMM 

electronic meter for each customer.  

SEC currently bills its larger industrial customers using tariffs that reflect the time of use of the electricity 

consumed, see “–Tariffs”. Since 1 January 2014, SEC is permitted by ECRA to bill its larger commercial 

customers based on their time of use of electricity, with peak electricity charges being higher than the off peak 

charges. The installation of digital meters is a precondition to this change and SEC is currently working on the 

installation of digital meters. 

To facilitate bill payment, SEC also offers online, mobile and SMS services that allow customers to pay their 

bills online and monitor their consumption. SEC’s billing system technology is a sales and information system 

that supports utility business function such as meter reading, meter data management, scheduling, billing, 

invoicing, accounting, customer service and integration to customer relations management. See “Description of 

the SEC Group’s Business – Information Technology”. 

Improvements 

During the five years ended 31 December 2017, the SEC Group has expanded and maintained a reliable 

distribution network and delivered power supply to an average of 488,732 new customers annually. To improve 

the quality of energy supply and meet the requirements of its customers, the SEC Group added a total of 37,014 

c.km of power lines to its distribution network during the course of 2017 and 42,249 c.km of power lines to its 

distribution network during the course of 2016. This increased the total circuit lengths of its distribution power 

lines to 615,307 c.km as at 31 December 2017. As at 31 December 2016 and 31 December 2017, the SEC 

Group’s distribution network comprised a total of 301,203 c.km and 321,361 c.km, respectively, of medium-to-

low voltage power lines (13.8kv-69kv), an increase of 6.7 per cent. in 2017 and 8.8 per cent. in 2016, 

respectively. As at 31 December 2016 and 31 December 2017, the total length of SEC’s low voltage lines 

(127v-400v) was 277,646 c.km and 293,946 c.km, respectively, an increase of 6.6 per cent. in 2016 and 5.9 per 
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cent. in 2017, respectively. The SEC Group also installed 28,478 distribution transformers with a total capacity 

of 17,256 MVA into its distribution networks during 2017. Over the period 2000 to 2017, the average annual 

growth in the number of transformers was 6.1 per cent. and transformer capacity reached 254,300 MVA at 31 

December 2017 compared to 236,336 MVA at 31 December 2016.  

The focus of the investment in improving the network is the installation of digital meters, the development of a 

smart grid, with a number of successful pilot projects having already been completed and replacement of older 

equipment, such as transformers and cables, to improve the efficiency of the network. 

Connection charge 

In addition to the capacity tariff charged to customers (see “–Tariffs”), SEC also charges customers an initial 

connection fee, which is based on the capacity of the electricity meter. This ranges from SAR 60 per KVA (for a 

meter with a capacity range of more than 1 KVA up to 30 KVA) to SAR 175 per KVA (for a meter with a 

capacity range of more than 120 KVA up to 152 KVA).  

Customers 

At 31 December 2015, 31 December 2016 and 31 December 2017, the SEC Group supplied electricity to 

8,094,248 customers, 8,588,742 customers and 9,049,712 customers, respectively, representing a 6.1 per cent. 

increase in customer numbers during 2016 and a 5.4 per cent. increase in customer numbers during 2017. 

SEC Group divides its customers into seven main categories: residential; commercial; industrial; governmental; 

agricultural; health and education; and desalination. The table below shows the number of customers across the 

customer segments for each of 2015, 2016 and 2017. 

 

 Year ended 31 December 

 2015 2016 2017 

   (% change)  (% change) 

Residential ...............  6,419,450 6,746,530 5.1 7,089,016 5.1 

Commercial .............  1,322,407 1,472,298 11.3 1,575,974 7.0 

Government .............  142,449 150,357 5.6 153,541 2.1 

Industrial ..................  9,306 10,044 7.9 10,645 6.0 

Other categories .......  200,636 209,513 4.4 220,536 5.3 

Total ........................  8,094,248 8,588,742 6.1% 9,049,712 5.4% 

The quantity of electricity sold by SEC Group in 2015, 2016 and 2017 was 286,037 GWh, 287,692 GWh and 

288,656 GWh, respectively, representing an increase of 0.6 per cent. in 2016 and 0.3 per cent. in 2017 and an 

average annual growth of 5.6 per cent. over the period from 31 December 2000 to 31 December 2017. The table 

below shows the distribution of electricity sales across the customer segments for each of 2015, 2016 and 2017. 

 

 Year ended 31 December 

 2015 2016 2017 

 GWh GWh (% change) GWh (% change) 

Residential ...............  144,041 143,213 (0.6) 143,055 (0.1) 

Commercial .............  48,080 48,793 1.5 49,051 0.5 

Governmental ..........  32,796 32,719 (0.2) 32,446 (0.8) 

Industrial ..................  45,134 46,499 3.0 47,230 1.6 

Other categories .......  15,987 16,468 3.0 16,874 2.5 

Total ........................  286,037 287,692 0.6 288,656 0.3 

Most of SEC’s residential customers are located in the Central and Western Regions, which together accounted 

for approximately 49.6 per cent. of all electricity sales made by SEC to residential customers in 2017. The bulk 
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of SEC’s industrial customers are located in the Eastern Region, which accounted for approximately 16.4 per 

cent. of all electricity sales to SEC’s industrial customers in 2017. 

RESTRUCTURING OF THE SEC GROUP 

The SEC Group’s businesses have historically been organised into three business units: electricity generation, 

transmission and distribution. As part of the Government’s initiative to promote greater competition in the 

electricity industry, SEC’s business units are in the process of being reorganised into wholly-owned subsidiaries 

of SEC, with the transmission business having been transferred into a separate wholly-owned subsidiary, 

National Grid, with effect from 1 January 2012. National Grid has been established as an independent system 

operator within the SEC Group to oversee the development plan for the electricity system. 

Following completion of the restructuring, SEC will act as the holding company for the SEC Group and may 

also provide certain shared services to the new subsidiaries (such as security, financing, information technology 

(IT), human resources and procurement). SEC also expects to be responsible for determining the SEC Group’s 

overall strategy. At present, SEC is coordinating with the Government to facilitate the restructuring and to 

conduct a review of its plans and prepare a comprehensive study of the electricity sector, including SEC’s vision 

for the future of the sector and the options for promoting competition and increasing efficiency. 

Saudi Company for Power Purchase has been established as a new entity within the SEC Group to serve as the 

main purchaser of fuel. Saudi Company for Power Purchase is wholly owned by, and its board of directors are 

appointed by, SEC. It is currently expected that SEC will continue to receive the revenues from customers in 

respect of the electricity provided by the SEC Group. Due to the large number of assets involved, the 

restructuring is expected to take a number of years to complete. SEC does not anticipate that the restructuring of 

the SEC Group will have a materially adverse effect on the SEC Group’s business or profitability. 

Generation 

On 25 April 2016 the cabinet of the Council of Ministers approved Saudi Arabia’s Vision 2030 (Vision 2030) as 

a roadmap for economic and developmental action in the Kingdom. In order to build the institutional capacity 

and capabilities needed to achieve the goals of Vision 2030 a National Transformation Program 2020 has been 

launched across 24 government bodies operating in the economic and development sectors setting out strategic 

objectives linked to interim targets for the year 2020. In the case of the electricity sector, the stated strategic 

objective is “institutional development and privatization of the electricity sector to optimise financial 

efficiency”. The stated key performance indicator in relation to the achievement of this objective is for 100.0 per 

cent. of power plant electricity generation to be undertaken through strategic partners by 2020. 

As at 31 December 2017, the SEC Group had a total actual electricity generation capacity of 56,588 MW and 

owned and operated 43 power plants (of which 10 are considered key plants) throughout the Kingdom, 

employing largely gas turbines (both single and combined cycle) and steam turbines, with the remaining 

capacity comprising combined cycle generators and diesel generators.  

As part of the restructuring process involved in achieving the strategic privatisation objective of the National 

Transformation Program 2020 for power plant electricity generation, SEC intends to establish one or more 

power generation subsidiaries (GENCOs).  The privatisation of these GENCOs will depend upon the 

restructuring vision of the Government and sufficient progress in respect of energy sustainability in the 

Kingdom. 

The GENCOs will assume ownership of, and responsibility for maintaining, a portfolio of generation assets It is 

expected that the GENCOs will sell all power generated to SEC’s subsidiary, Saudi Company for Power 

Purchase. The intention is for the GENCOs to be incentivised to operate as efficiently as possible, with 

performance being measured against a series of key performance indicators. 

SEC believes that the creation of a separate GENCO or GENCOs which are incentivised to operate efficiently 

and compete against each other should ensure significant improvements in its current generation business. SEC 

expects to continue to have a role in strategic decisions relating to the construction of new generation plants and 

renovation or upgrading projects in relation to existing generation plants. 

Transmission 

As at 31 December 2017, the SEC Group’s electricity transmission network comprised approximately 78,023 

c.km of overhead and underground cable and covered all four operating regions of the Kingdom (see “– 
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History” for a description of the four current operating regions). The capital of SEC’s transmission business was 

formally transferred to National Grid with effect from 1 January 2012 by way of a transfer of assets from SEC. 

Since that date, National Grid has leased its transmission network to SEC. The lease agreement incentivises 

National Grid to operate efficiently by setting out a range of performance-related and financial key performance 

indicators against which its performance is measured. 

National Grid also has the capacity to generate external revenues through other ancillary services. National Grid 

has assumed responsibility for the construction of new high voltage transmission lines (being those between 110 

KV and 230 KV) but SEC has retained responsibility for the construction of strategic extra high voltage lines 

(being those greater than 230 KV). 

Distribution 

The SEC Group supplies electricity through the medium- and low-voltage power lines that connect its high 

voltage transmission sub-stations to local sub-stations and, ultimately, to its customers. SEC has seven principal 

customer categories: residential, commercial, industrial, governmental, agricultural, health and education and 

desalination. The distribution business also deals with customer services, including metering, billing, payment 

collection and electrical service connections for electricity supplied to its customers. 

SEC is currently working with all stakeholders in the development of a sustainable electricity sector in the 

Kingdom which incorporates the vision of the government for the power sector to increase competition and 

efficiency. 

FUEL SUPPLY 

All fuel (natural gas, diesel, light crude oil and heavy fuel oil) for the SEC Group’s generation business is 

supplied under long-term arrangements with Saudi Aramco, who are obliged to supply fuel to the SEC Group 

for its power generation business, at prices set by the Government (see “– Relationship with the Government – 

Government as supplier of fuel”). Saudi Aramco makes arrangements for delivery of fuel and delivers the fuel 

using tankers or, in some cases, direct pipelines to the plants. 

Saudi Aramco currently supplies fuel to the SEC Group at the following prices, which are set by the 

Government: 

 

Type of fuel Price 

Natural gas ..........................................................................................................................................  U.S.$0.75 per Mmbtu 

Light crude oil ....................................................................................................................................  SAR 0.15 per litre  

Diesel ..................................................................................................................................................  SAR 0.36 per litre 

Heavy fuel oil .....................................................................................................................................  SAR 0.09 per litre 

Arabian heavy .....................................................................................................................................  SAR 0.10 per litre 

TARIFFS 

Tariffs for non-residential consumption categories are set by ECRA (subject to a limit of SAR 0.26/KWh 

without the approval of the Council of Ministers) and tariffs in respect of residential customers are set directly 

by the Government (see “– Relationship with the Government – Government as regulator”).  Depending upon 

the relevant sector, tariffs are either based on a set price per KWh or, alternatively, are based on a tiered billing 

system whereby the price per KWh increases incrementally based on the volume of electricity consumed. 
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ECRA announced in December 2017 that, in accordance with the Council of Ministers’ Resolution no. 166 

dated 24/3/1439H (corresponding to 12/12/2017G), revised energy prices in the Kingdom would take effect on 1 

January 2018. The table below sets out the current applicable tariffs.  

 

Consumption range (Kw/h) Sector 

 Governmental Residential Commercial 

Agriculture & 

Charities Industrial 

Private 

educational 

facilities, 

private medical 

facilities 

 (Halala per KWh) 

1 – 6000 32 18 20 16 18 18 

More than 6000 32 30 30 20 18 18 

SEC believes that any future amendments to the electricity tariff structure are likely to be implemented in a 

manner designed to ensure the stability of supply and a viable electricity sector. 

SEC also charges a tariff for meter reading, maintenance and bill preparation, and a further tariff for electrical 

service connections all of which are subject to VAT as implemented by SEC through its VAT implementation 

programme. These tariffs are also set by the Council of Ministers based on ECRA recommendations. 

HEALTH AND SAFETY 

SEC Group seeks to ensure that strict health and safety standards are observed throughout its operations. It has 

started working towards compliance with the SEC safety and health management system, Five Star, which is a 

risk-based, management-led and audit-driven system, and aims to achieve ISO 450001 in 2020.  

SEC has a written safety policy and approved a five-year safety action plan, which sets targets for safety 

systems implementation and levels of star-grading to be achieved during the five-year period. Initiatives include 

a training programme for managers in risk assessment and accident investigation, and a development plan for all 

safety engineers and safety representatives. SEC also has in place a programme to train personnel on internal 

audit procedures on health and safety standards, and as of 30 June 2018, 76 employees of the SEC Group have 

achieved internal auditor status.  

The Industrial Security Sector, a division of General Services, is responsible for monitoring health and safety 

standards throughout SEC’s business. SEC conducted a baseline audit of existing safety and health management 

systems and also tracks its lost-time injury frequency rate as well as its fatality rate. In December 2017, SEC has 

achieved 81 per cent. (equivalent to four stars) of the average implementation of the SEC Five Star safety and 

health management system according to the series of formal internal audit results of its auditable units that were 

conducted during the fourth quarter of 2017. SEC also has more than 3,400 safety representatives, as of 31 

December, 2017, who conduct safety inspection of their respective work areas each month. SEC’s plan for the 

end of 2018 is to achieve 90 per cent. average implementation of the system for the whole of SEC. 

SEC is subject to a number of external regulations and laws, and believes that it is in material compliance with 

all of these requirements.   

SUBSIDIARIES AND PRINCIPAL INVESTMENTS 

SEC currently has eight subsidiaries, all of which are wholly-owned: National Grid, Electricity SUKUK 

Company, Dawiyat Telecom Company, Saudi Electricity Global SUKUK Company, Saudi Electricity Global 

SUKUK Company 2, Saudi Electricity Global SUKUK Company 3, Saudi Electricity Global SUKUK Company 

4, Saudi Electricity for Projects Development Company and Saudi Company for Power Purchase. Four of these 

subsidiaries conduct operational activities, namely National Grid, which is the subsidiary to which its 

transmission business has been transferred (see “–Restructuring of the SEC Group”), Dawiyat Telecom 

Company, which is engaged in leasing fibre optic networks to telecom companies as further described below, 

Saudi Electricity for Projects Development Company, which is engaged in the management and execution of 

construction projects in the energy sector and Saudi Company for Power Purchase, which is engaged in the 

purchase and sale of electricity and the conclusion of the necessary agreements. 
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National Electricity Transmission Company 

National Grid is a wholly-owned subsidiary of SEC. The transmission business of SEC was formally transferred 

to National Grid with effect from 1 January 2012 (see “– Restructuring of the SEC Group”. Since that date, 

National Grid has been leasing its transmission network to SEC. All electricity produced by the SEC Group is 

transmitted in the Kingdom through the SEC Group’s high tension high voltage transmission grid, which is 

owned and operated by National Grid. 

Dawiyat Telecom Company 

Dawiyat Telecom Company is a wholly-owned telecom subsidiary of SEC established in 2009 to lease fibre 

optic networks to telecommunications companies. Dawiyat Telecom Company’s services are rendered over a 

state of the art fibre optic network, comprising 67,838km of fibre optic cables which span the whole of the 

Kingdom.  

Dawiyat Telecom Company is responsible for the construction, rental, management and operation of the fibre 

optic networks owned by SEC, which ensure the provision of telecommunications services and data 

transmission services. In order to achieve this, Dawiyat Telecom Company is involved with selling, buying and 

leasing fixed and moveable assets which include communication networks of various kinds.  

As part of the National Transformation Program 2020 and in line with Vision 2030, Dawiyat Telecom Company 

is in the process of connecting 744,500 households across Saudi Arabia to its fibre optic network.  

Further, Dawiyat Telecom Company is constructing a Tier III carrier-neutral data centre in partnership with 

Gulf Data Hub. The data centre will be located in King Abdullah University for Science & Technology and will 

serve the university and the tenants of the nearby research park in addition to serving customers across the 

Kingdom.  

As a result of the forecast growth in the international connectivity business in the region, Dawiyat Telecom 

Company is planning to extend the reach of its network beyond the geographical borders of the Kingdom and 

connect carriers in neighbouring countries, as well as connecting other international carries via submarine cable 

systems.  

Electricity SUKUK Company 

Electricity SUKUK Company is a special purpose vehicle which was established in the Kingdom of Saudi 

Arabia in connection with issuance of sukuk within the Kingdom by SEC. 

Saudi Electricity Global SUKUK Company 

Saudi Electricity Global SUKUK Company is a special purpose vehicle which was incorporated in the Cayman 

Islands in connection with the issuance of U.S.$1,250 million 4.211 per cent. certificates maturing in 2022.  

Saudi Electricity Global SUKUK Company 2 

Saudi Electricity Global SUKUK Company 2 is a special purpose vehicle incorporated in the Cayman Islands in 

connection with the issuance of U.S. $1,000 million 3.473 per cent. certificates, maturing in 2023 and U.S. 

$1,000 million 5.06 per cent. certificates, maturing in 2043. 

Saudi Electricity Global SUKUK Company 3 

Saudi Electricity Global SUKUK Company 3 is a special purpose vehicle incorporated in the Cayman Islands in 

connection with the issuance of U.S. $1,500 million 4.00 per cent. certificates, maturing in 2024 and U.S. 

$1,000 million 5.50 per cent. certificates, maturing in 2044. 

Saudi Electricity Global SUKUK Company 4 

Saudi Electricity Global SUKUK Company 4 is a special purpose vehicle incorporated in the Cayman Islands in 

connection with the issuance of the Certificates. See “Description of Issuer”. 
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Saudi Electricity for Projects Development Company 

The principal activities of Saudi Electricity for Projects Development Company are the management of 

construction projects, the making of detailed design work, the procurement of materials and executing projects 

in the energy sector. 

Saudi Company for Power Purchase 

The main activity of Saudi Company for Power Purchase is the purchase and sale of electricity and the 

conclusion of the necessary agreements. 

Other investments 

As at 30 June 2018, SEC also has equity investments in a number of companies (all of which are incorporated in 

the Kingdom), which are summarised in the table below.  

 

Company name Objective 

Percentage 

shareholding 

Gulf Corporation Council Interconnection 

Authority 

Interconnecting the electricity transmission 

networks of the member states of the GCC 31.6 

Gulf Laboratory Company for Electrical 

Equipment 

Examination of electrical and transmission 

equipment 

25.0 

Al Fadhly Co-Generation Company Engage in production of steam and mineral 

free water for industrial purpose 

30.0 

Saudi Green Company for Carbon Services Developing a system for carbon emission. 

Creating awareness for the decrease in carbon 

emission along with training to be given to 

other companies. Certifying the compliance of 

carbon emission by other companies 

51.0 

Hajr for Electricity Production Company Developing and owning the Qurayyah IPP 50.0 

Rabigh Electricity Company Developing and operating the Rabigh IPP 20.0 

Dhuruma Electricity Company Developing and operating the Riyadh IPP 50.0 

Al Mourjan for Electricity Production 

Company 

Developing and operating the Rabigh II IPP 50.0 

Shuaibah Water and Electricity Company Developing and operating the Shuaibah IWPP 8.0 

Shuqaiq Water and Electricity Company Developing and operating the Shuqaiq IWPP 8.0 

Al-Shuaibah Holding Company Developing projects for the dual production of 

water and electricity 

8.0 

Al-Jubail Water and Electricity Company Developing and operating Al-Jubail IWPP 5.0 

Gulf Cooperation Council Interconnection Authority 

The GCCIA is a joint stock company established in 2001, which is owned by the six GCC states, Kuwait (26.7 

per cent. ownership), Qatar (11.7 per cent.), Oman (5.6 per cent.), SEC (31.6 per cent.), Bahrain (9.0 per cent.) 

and the United Arab Emirates (15.4 per cent.). 

The stated objectives of GCCIA are as follows: 

 to link the electrical power networks in the member states by providing the necessary investments for 

the exchange of the electrical power in order to address any losses in power generation in emergency 

situations; 

 to reduce the electrical generation reserve of each of the GCC member states; 

 to improve the economic efficiency of the electricity power systems in the member states; 
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 to provide the basis for the exchange of electrical power among the member states in such a way as to 

serve the economic aspects and strengthen the reliability of the electrical supplies; 

 to deal with the existing companies and authorities in charge of the electricity sector in the member 

states and elsewhere in order to coordinate their operations and strengthen the efficiency of operation 

with due regard to the circumstances relating to each state; and 

 to follow up global technological developments in the field of electricity and to seek to apply the best 

modern technologies. 

The principal benefit of expanding the transmission network within the GCC is to allow energy exchange and, 

as a consequence, reduce the installed generation capacity needs of individual member states, with associated 

savings in operating and maintenance costs. This expansion also maintains energy security by increasing the 

reliability and safety of GCC electrical systems. The first phase of the project undertaken by GCCIA involved 

the interconnection of the Kingdom, Bahrain, Qatar and Kuwait (together, the GCC North Grid) and was 

completed in 2009 at a cost of U.S.$1,407 million, of which SEC’s share was equal to U.S.$484.6 million. The 

interconnection of the Kingdom, Qatar, Kuwait and Bahrain has been completed. The GCC North Grid was also 

linked to the interconnection between United Arab Emirates and Oman in 2010. Exchanges of energy are being 

transmitted through the grid system.  In order to maximise the economic benefits of the GCCIA, the GCCIA is 

working to activate the energy trade market and establish the Arab Common Electricity Market. 

SEC has paid in full for its subscription of shares in GCCIA. The total amount of subscription paid by SEC is 

SAR 1,768 million which equates to its 31.6 per cent. shareholding in GCCIA. 

RENEWABLE ENERGY 

SEC's efforts to introduce clean energy and reduce reliance on oil for power generation were initiated in 2011 

when it implemented the first solar photovoltaics (PV) project in Farsan, in the south of the Kingdom. This 

project was developed in cooperation with Showa Shell and is the first grid-connected solar PV project in the 

Kingdom.  

 

SEC marked a further milestone in 2017 when it commissioned the development of a 2.75 MW wind turbine at 

Huriamla, approximately 70 km from Riyadh. This project was developed in partnership with General Electric.  

 

In the same year, SEC signed a power purchase agreement in respect of a 10MW solar PV project 

with  TAQNIA Energy  located at Lyla AL Aflaj City. Under the terms of the agreement, TAQNIA will design, 

build, operate and maintain the plant whilst SEC shall be committed to buying the power generated by the solar 

PV plant. This project was a result of memorandum of understanding between  King AbdulAziz  City for 

Science & Technology, TAQNIA Energy and SEC and is aimed at developing Saudi understanding of 

renewable energy.  

 

SEC has also signed two separate EPC contracts to develop two power plants producing electric power 

integrated with solar thermal energy; these power plants are Deba Al-Khadra (which it is intended will a 

produce total of 605 MW of energy, including 50 MW of solar energy) and Waad Al-Shamal industrial city 

(which it is intended will produce a total of 1390 MW, including 50 MW of solar energy). 

 

As a further step towards diversification and the development of renewable energy sources, in 2018, the Saudi 

Company for Power Purchase, a subsidiary of SEC, signed a 25-year power purchase agreement with ACWA 

Power, a Saudi power developer. This 300MW project will mark Saudi Arabia's first utility-scale renewable 

energy plant of such capacity and is expected to start commercial operation in 2019.  

RESEARCH AND DEVELOPMENT 

Pursuant to CMR 170, SEC is required to allocate a portion of its revenues (to be specified by the Board) 

towards research and development in the fields of energy conservation, system improvement and environmental 

protection. SEC is required under CMR 170 to establish energy conservation practices to promote a more 

efficient use of electricity. Since its establishment, SEC has: 

 cooperated with the King Abdulaziz City for Science and Technology to activate a national programme 

of energy conservation; and  
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 worked on a number of projects relating to the development of energy conservation such as projects in 

relation to energy storage by using alternative technologies such as developing a solar village cooling 

system, developing vanadium removal from crude oil and investigating the voltage rise in the Central 

Region. 

SEC is also undertaking many research and development partnerships both locally and internationally in the 

fields of energy conservation, system improvement and environmental protection including its collaboration 

with the King Abdulaziz City for Science and Technology to improve efficiency for its transmission lines and 

collaboration on other projects with, among others, Saudi Aramco, the Electric Power Research Institute EPRI 

in the United States of America, EDF Energy in France and TEPCO in Japan. 

SEC has four main research and development centres of excellence, which carry out research works related to 

generation, transmission, distribution and renewable energy. SEC is also developing and deploying new 

technologies, and progressing specialised technical studies at its centres of excellence, relating to the following 

domains: (i) energy efficiency, (ii) digital simulation; (iii) system reliability & security, (iv) storage & 

renewable energy, (v) smart uses and (v) environment. 

In order to promote and develop research programmes, SEC has established and funded a number of academic 

agreements at Saudi universities. These include a Memorandum of Understanding with King Abdullah 

University for Science and Technology, King Abdulaziz University, King Saud University and King Fahd 

University of Petroleum and Minerals. The aim of these chairs is to promote the role of universities in electrical 

engineering and to carry out studies and developmental research in the field of electrical engineering (with a 

focus on electric power and energy consumption). 

INSURANCE 

SEC maintains comprehensive insurance coverage in respect of loss or damage to property (including its power 

plants and sub-stations). This coverage includes, but is not limited to, fire, explosion, lightning, windstorms, 

hurricanes, vandalism, malicious damage, riots, strikes, locked out workmen, labour disturbances, civil unrest, 

electrical damage and theft. SEC also maintains a comprehensive general liability policy with a loss limit of 

SAR 18 million, which provides coverage against legal liability for causing any accidental bodily injury or death 

to third parties or damage to their property. SEC further maintains motor vehicle insurance for its general fleet 

with a combined loss limit of SAR 10 million. 

The SEC Group’s exposures are monitored through periodic risk surveys by its underwriters and reinsurers in 

conjunction with SEC’s management and engineers. 

SEC does not carry any insurance coverage for business interruption or sabotage and similar events as the costs 

of obtaining and maintaining such insurance coverage are very high and SEC believes that it is more economical 

for it to retain this exposure and to manage the risk itself. 

PROPERTY, PLANT AND EQUIPMENT 

The net book value of SEC Group’s portfolio of land and buildings amounted to SAR 4 billion and SAR 27 

billion, respectively, as at 30 June 2018.  

INFORMATION TECHNOLOGY 

The SEC Group uses the following IT systems in order to facilitate its operations: 

 Unified Distribution System (UDS). UDS is a system that manages the components of the grid and 

also acts as a tracking monitor in respect of each customer from the time that a customer applies for the 

service until the installation and operation of the system. 

 Enterprise Resource Management (ERP). ERP is a centralised system that integrates most business 

areas such as planning, purchasing, inventory, sales, marketing, finance, plant maintenance and human 

resources. 

 Billing System. Billing System is a sales and information system that supports utility business 

functions such as meter reading, meter data management, scheduling, billing, invoicing, accounting, 

customer service and integration to customer relationship management and ERP. 
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 Supplier Relationship Management (SRM). SRM is the discipline of strategically planning, 

managing and interacting with suppliers of services and products to the SEC Group. SRM is used to 

establish the procurement life cycle with strategic suppliers.    

 Business Intelligent (BI): BI is a system that analyses data and presents actionable information to help 

executives and managers make business decisions. 

 Electronic Services (Web and Mobile). Using the latest technologies to deal with customers and 

provide certain services through the SEC Group’s electronic channels, such as the company website 

and smart phone applications in an efficient manner. 

 Geographical Information System (GIS). GIS is a geographical information system used to gather 

the information and data of the electrical network to all the components of the grid. Another function of 

this system includes the management and follow-up in relation to the maintenance and operation of the 

grid, subscribers’ services and performing technical analyses to install new tools and equipment or to 

acquire new subscribers and to locate the loads for new subscribers. This system is currently used in 

the main cities of the Kingdom and SEC plans to expand its use to other cities in the Kingdom. 

 Field Force Management System (FFMS). FFMS is a system that maintains the whole grid by using 

GPIS in connection with hand-held electronic devices used by the SEC Group’s maintenance teams, 

which are on location and permit requests for maintenance orders to be sent and received between the 

hand-held electronic devices and the SEC Group’s central control room. 

 CYME International T&D (CYME) & Power Simulation System for Engineers (PSSE). CYME 

and PSSE are two systems that are used to perform analysis on the electrical network. The CYME 

system is used in respect of the distribution network and the PSSE system is used to perform analysis 

in respect of the transmission network. 

 Enterprise project Management (EPM). EPM is global software that offers powerful functionality 

for prioritising, planning, managing and delivering successful projects. 

 5 Stars health and safety system. A system used to establish a health and safety environment system 

to control company safety index.  

 Revenue System. A system used to manage and issue bills for non-power consumption billing and 

power collection fees using the SADAD gateway to integrate with all banks. 

 Document Management System (DMS): An enterprise system used to store, manage and track all 

electronic documents and images. 

LITIGATION 

SEC and certain of its subsidiaries are currently involved in a number of legal proceedings. While SEC cannot 

predict the final outcome of such legal proceedings, SEC has not been involved in any governmental, legal or 

arbitration proceedings (including any such proceedings which are pending or threatened of which SEC is 

aware) during the last 12 months preceding the date of this Prospectus which may have, or have had, a 

significant effect on its financial position or profitability. 

Zakat Liabilities 

A claim with a total of SAR 375 million has been received by SEC from the General Authority of Zakat and Tax 

(GAZT) in respect of Zakat owed for the years 2009 to 2014. As at 30 June 2018 no further claims were 

outstanding from the GAZT. 

Nazaha investigation 

The National Anti-Corruption Commission (Nazaha) has accused some officials and employees at SEC in the 

Eastern Province of misusing public funds. Nazaha said it had identified irregularities in eight contracts 

concluded by SEC's employees in the Eastern Province worth more than SAR 80 million, mostly involving the 

purchase of mispriced licences. Nazaha has referred its investigation results regarding financial and 

administrative irregularities to the Bureau of Investigation and Public Prosecution. SEC has stated that its 

internal controls had first picked up on the evidence of wrongdoing and reported this to Nazaha and that it was 

cooperating fully with authorities on the case. 
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DISPUTES WITH SAUDI ARAMCO 

SEC is involved in a number of ongoing disputes with Saudi Aramco: 

 Saudi Aramco continues to claim its share of the yearly cash dividends declared by SEC since its 

establishment, amounting to SAR 3.3 billion as at 30 June 2018. SEC believes that Saudi Aramco is 

not entitled to these dividends as it is a wholly owned Government entity and is therefore subject to the 

Government’s waiver of its right to receive dividends declared up to 2019. 

 SEC and Saudi Aramco are also disputing the nature of the fuel oil supplied by Saudi Aramco. Saudi 

Aramco has been delivering light fuel oil to SEC whereas SEC believes that the agreement with Saudi 

Aramco was for Saudi Aramco to deliver heavy fuel oil, which is cheaper than light fuel oil. SEC 

accordingly believes that the price to be paid for the fuel oil should reflect the price of heavy fuel oil, 

whereas Saudi Aramco believes that the price should be that of light fuel oil. The difference between 

the two prices in respect of the fuel oil delivered as at 31 December 2017 is approximately SAR 3 

billion. 

None of the disputes described above currently involve governmental, legal or arbitration proceedings nor is 

SEC of the view that any such proceedings are pending or threatened. 

Until March 2009, SEC and Saudi Aramco were also in dispute in relation to the tariffs charged by SEC to 

Saudi Aramco for the provision of electricity to residential properties owned by Saudi Aramco. SEC believed 

that the commercial tariff should apply to these properties whereas Saudi Aramco was paying for the electricity 

supplied at the industrial rate. This dispute was resolved by a decision of the Council of Ministers under which a 

mixture of the commercial and residential rates is to be applied as designated by ECRA in respect of each 

disputed property. Based on ECRA designations made in April 2011, SEC has submitted an invoice to Saudi 

Aramco in the amount of SAR 1 billion for underpaid tariffs. In the quarter ended 30 June 2013, SEC completed 

the reconciliation procedures with Saudi Aramco for these revenues and recognised them as non-recurring 

income in the consolidated statement of income for that period.  

REGULATION 

Regulatory authorities 

The Ministry of Energy, Industry and Mineral Resources 

The Ministry of Energy, Industry and Mineral Resources is the governmental entity which sets out the policies 

that govern the electricity sectors within the Kingdom. 

The electricity sector had previously fallen, together with the water sector, under the responsibility of the 

Ministry of Water and Electricity.  However, as part of the Government’s continuing efforts to effect structural 

reforms in Saudi Arabia’s economy and society as envisaged by Vision 2030, and in furtherance of the 

Government’s stated aims of streamlining the functioning of the public sector and aligning its operations more 

closely with the Government’s strategic aims and objectives, the King, through a number of Royal Orders issued 

in May 2016, implemented numerous changes in the structure of the Government and the allocation of roles and 

responsibilities between the various Governmental ministries and departments.  

As part of these changes, the Ministry of Petroleum and Mineral Resources was renamed as the Ministry of 

Energy, Industry and Mineral Resources in May 2016 and effectively replaced the former Ministry of Petroleum 

and Mineral Resources but also with responsibility for all matters relating to energy, including the electricity 

sector. The water sector became part of the new Ministry of Environment, Water & Agriculture. The Ministry of 

Water and Electricity, which had previously had responsibility for the electricity and water sectors, was then 

dissolved by Royal Decree No. A/133 dated 30/07/1437 H (corresponding to 07/05/2016G). 

The Electricity Law, enacted by Royal Decree no. M/56 dated 20/10/1426H (corresponding to 22/11/2005G) 

sets out the principal tasks which fall under the Ministry of Energy, Industry and Mineral Resources’ 

responsibility. These, among others, include: 

 proposing policies relating to the electricity sector, and supervising their application after they are 

implemented; 

 adopting and ensuring the application of plans and programs for the development of the electricity 

sector; 
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 representing the Kingdom and protecting its interests in relation to the electricity sector before local, 

regional, and international authorities; 

 working towards the nationalisation of jobs within the electricity sector; 

 supporting research and development activities regarding the electricity industry in specialised 

institutes, universities, and private establishments; and 

 liaising with ECRA for the purposes of proposing any amendments to the Electricity Law. 

Electricity and Co-generation Regulatory Authority 

ECRA, which was formed in November 2001G, pursuant to Council of Ministers’ Resolution no. 236 dated 

27/08/1422H (corresponding to 13/11/2001G), is a government agency which regulates the electricity and co-

generation industries in the Kingdom with a mission to allow for the provision of adequate, high quality and 

reliable electricity services at a reasonable price. ECRA’s powers and responsibilities, as defined by Council of 

Ministers’ resolution no. 154 dated 04/05/1428H (corresponding to 21/05/2007G), include: 

 Supply matters: including issuing licences, monitoring licence compliance, developing unified utility 

accounting procedures, coordinating organised infrastructure and devising a services expansion plan; 

 Consumer issues: including dealing with tariff assessments and periodic reviews of tariffs, stakeholder 

protection, investigating and resolving complaints by involved parties, improving sector performance 

and, in coordination with the Ministry of Energy, Industry and Mineral Resources, promoting energy 

conservation measures; 

 Technical issues: including developing technical standards of performance for each electrical activity, 

monitoring compliance with the standards, ensuring adequacy of the industry’s research and 

development activities and other relevant technical matters; and 

 Organisational and administrative tasks: including protecting the public interest, developing regulations 

for infrastructure expansion, encouraging private sector investments, assessing licensing fees, 

establishing rules and procedures to enforce applicable laws and regulations and issuing periodic 

reports to the Council of Ministers on costs and tariffs of electricity services. 

The Electricity Law explicitly states that no person may carry out any electricity activity unless in accordance 

with a licence issued by ECRA, and additionally provides the regulatory framework for such licensing. The 

Electricity Law further defines ‘electricity activity’ under the definition of ‘electricity industry’ as electricity 

services which a person undertakes, or intends to undertake, including the generation, co-generation, 

transmission, distribution, supply, and trading of electricity. 

Pursuant to such provisions, the SEC Group is required to obtain and maintain valid licences in relation to its 

main activities, being transmission, distribution, and generation. 

Environmental regulation 

The SEC Group is subject to environmental laws and regulations within the Kingdom. Under the General 

Environmental Regulation enacted by Royal Decree No. M/34 dated 28/07/1422H (corresponding to 

15/10/2001G) and PME Environmental Standards issued in March 2014. PME is the governmental entity 

responsible for the administration and policies of environmental affairs in the Kingdom.  

General Environment Regulations and Rules for Implementation and PME Environmental Standards set out 

wide-ranging prohibitions on pollution and contamination of air, land and water, and noise with particular 

reference to all parties involved in services, industry or other economic activities. 

New projects undertaken by the SEC Group require an environmental permit prior to their construction and 

operation. In accordance with the General Environmental Law, any authority responsible for issuing a permit to 

any new projects with an impact on the environment must ensure that an environmental impact assessment study 

(EIA) is prepared by the proponent during the feasibility study of any such project. 

In practice, the EIA is usually submitted to PME for approval. Following their review and evaluation of the 

application and the documentation provided, PME may reject the permit application, grant unconditional PME 

consent, or grant PME consent subject to such conditions as it considers necessary to address its concerns. 

Where conditional PME consent is granted, the applicant must undertake to fulfil such conditions as a 

prerequisite to the granting of any such environmental permit. 
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Pursuant to CMR 170, SEC is required to conduct its operations in line with environmental guidelines set by the 

Government. PME inspectors periodically inspect SEC Group’s facilities to ensure compliance with these 

guidelines. SEC has also initiated a system of internal audits at SEC Group’s facilities to monitor compliance 

with applicable environmental laws and standards. SEC believes that emissions from SEC Group’s power plants 

are within standards set by the Government and that it is in substantial compliance with all applicable 

environmental laws and standards in the Kingdom. 

SEC has taken a number of environmental measures, such as utilising natural gas instead of crude oil and 

installing continuous emissions monitoring systems for the gases emitted from power plant stacks so as to 

monitor and evaluate emissions in order to control environmental pollution. In addition, hazardous industrial 

waste resulting from the burning of heavy fuel oil is processed in dedicated hazardous waste containment sites 

or reused in cement factories. Adherence to high specifications during design and construction also reduces the 

level of noise caused by power generation, transmission and distribution equipment. The Industrial Security 

Sector, a division of General Services, is responsible for monitoring environmental compliance with 

environmental regulations and standards. 
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KINGDOM OF SAUDI ARABIA 

The information in this section has been derived from a number of different identified sources.  The Trustee and 

SEC confirm that such information has been accurately reproduced and that, so far as they are aware, and are 

able to ascertain from the information published by each of the relevant sources, no facts have been omitted 

which would render the reproduced information inaccurate or misleading. 

Background 

The Kingdom, situated in the south-western part of Asia, comprises almost four-fifths of the Arabian Peninsula, 

an area approximately one-third the size of the continental United States.  The Kingdom is the largest country in 

the GCC and the second–largest Arab country.  The modern Kingdom was declared in 1932 by King Abdul 

Aziz ibn Abdul Rahman Al Saud.  The capital of the Kingdom is Riyadh. 

Since the discovery of oil fields in the eastern region along the coast of the Arabian Gulf in 1938, the Kingdom 

has experienced rapid growth and is now a leading producer of oil and natural gas.  According to the 

Organization of the Petroleum Exporting Countries’ (OPEC) 2018 Annual Statistical Bulletin, Saudi Arabia 

possessed the world’s second largest proven oil reserves (accounting for 18.0 per cent. of the world’s total oil 

reserves) as at 31 December 2017, and was the world’s  second largest oil producer (accounting for 13.3 per 

cent. of the world’s total oil production) and the world’s largest oil exporter (accounting for 15.6 per cent. of the 

world’s total oil exports by volume) in the year ended 31 December 2017.  

According to the World Bank, Saudi Arabia was the 19th largest economy in the world and the largest economy 

in the GCC region in the year ended 31 December 2017. Saudi Arabia’s economy accounted for 47 per cent. of 

the combined nominal GDP of the GCC countries and 20 per cent. of the combined nominal GDP of the 

countries in the MENA region in the year ended 31 December 2017. The Kingdom has a history of economic 

stability and a modern infrastructure.  Since 2005, the Kingdom has gained membership in the World Trade 

Organisation (the WTO).  The Kingdom joined the Group of Twenty (the G20) in April 2009. 

Geography 

The Kingdom comprises a land area of approximately 2,150,000 square km and is located in the Arabian 

Peninsula, a peninsula of south-west Asia situated north-east of Africa. Saudi Arabia has coastlines on the Red 

Sea to the west and the Arabian Gulf to the east. It is bordered in the north and north-east by Jordan and Iraq, in 

the east by Kuwait, Qatar and the United Arab Emirates, in the south-east by Oman, in the south by Yemen, and 

is connected to Bahrain by the King Fahd Causeway. Saudi Arabia is the largest country in the GCC. 

The Kingdom has five geographical regions: 

 Eastern Province, the industrial heart of the Kingdom’s oil fields and associated industries, containing 

the cities of Jubail, Al Khobar, Dhahran and Dammam; 

 Central Province, containing the city of Riyadh, the capital and the seat of the Government; 

 Western Province, bordering the Red Sea and containing the holy cities of Makkah and Madinah, the 

major commercial city of Jeddah and the industrial city of Yanbu; 

 Northern Province, a sparsely populated region containing the cities of Tabuk and Hail; and 

 South West Province, a mountainous region containing the city of Abha and the port of Jizan. 

Most of the Kingdom consists of arid or semi-arid land.  Uninhabitable desert covers nearly half of the country.  

Less than 2 per cent. of Saudi land is classified as arable, and less than 1 per cent. of the country’s land is 

dedicated to permanent crops.  The Kingdom has undergone rapid urbanisation in recent decades, and over 

80 per cent. of the population of the Kingdom currently lives in cities, with approximately half the population of 

the Kingdom being concentrated in the six largest cities of Riyadh, Jeddah, Makkah, Medina, Ta’if and 

Dammam. 
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Government and legal framework 

Saudi Arabia is a monarchy with a political system rooted in the traditions and culture of Islam. The Custodian 

of the Two Holy Mosques, the King of Saudi Arabia (the King), is both the head of state and the head of the 

Government. Royal Decree number A/90 dated 1 March 1992 (the Basic Law of Governance) provides that the 

Holy Quran and Sunnah (the teachings of the Prophet Muhammad (PBUH)) form the primary sources of law in 

Saudi Arabia. The Basic Law of Governance specifies that the King must be chosen from among the sons of the 

founding King, the Late King Abdulaziz bin Abdul Rahman Al Saud (King Abdulaziz), and their male 

descendants.  

In 2006, the Allegiance Council (hay’at al-bay’ah) was established, comprising: (a) the surviving sons of King 

Abdulaziz; (b) one son of each deceased/incapacitated son of King Abdulaziz; and (c) one son of the incumbent 

King and one son of the incumbent Crown Prince, both appointed by the incumbent King, to determine which 

member of the royal family will be the next King and the next Crown Prince. The current King, President of the 

Council of Ministers and Custodian of the Two Holy Mosques, King Salman bin Abdulaziz Al Saud, acceded to 

the throne on 23 January 2015. The current Crown Prince is His Royal Highness Prince Mohammed bin Salman 

bin Abdulaziz Al Saud, who also holds the positions of Vice President of the Council of Ministers, Minister of 

Defence, Chairman of the Council for Economic and Development Affairs and Chairman of the Council for 

Political and Security Affairs.  

The King controls the legislative, executive, and judicial bodies and royal orders and royal decrees that together 

form the basis of the Kingdom’s legislation.  The King also presides over the Council of Ministers (Majlis al 

Wuzara), which was established by Royal Decree in 1953 and comprises the Vice President of the Council of 

Ministers and 23 Ministers with portfolios and five Ministers of State.  The King makes appointments to and 

dismissals from the Council of Ministers.  The Council of Ministers is responsible for, among other things, 

executive and administrative matters such as foreign and domestic policy, defence, finance, health and 

education.  The King and executive officials at the local, provincial and national levels also hold regular 

meetings, which are open to members of the public (majalis) and where members of the public may discuss 

issues and raise grievances. 

Saudi Arabia is divided into 13 provinces, each of which has a governor and a provincial council. The provincial 

councils are empowered to determine the development needs of their respective provinces, make 

recommendations and request appropriations in the annual budget. Saudi Arabia’s 13 provinces comprise 

Riyadh, Makkah, Medina, the Eastern Province, Asir, Al-Baha, Tabuk, Al-Qassim, Ha’il, Al-Jouf, the Northern 

Borders, Jizan and Najran. These provinces are further divided into 118 governorates, which are in turn sub-

divided into municipalities. Pursuant to the Law of Regulation of Municipalities and Rural Areas, issued by 

Royal Decree No. 5/M in 2003, the term of each municipal council is two years and half of the members of any 

municipal council must be chosen by elections, while the other half are appointed by the Minister of Municipal 

and Rural Affairs. In 2015, women were allowed to stand for election to, and vote for the members of, the 

municipal councils.  

Legal and Judicial System 

Since the founding of the modem Kingdom in 1932, and in accordance with the Basic Law of Governance, 

Shari’ah (Islamic law) has been the pillar and source of the Kingdom’s basic system of Government, and is the 

paramount body of law in the Kingdom. 

The Shari’ah is comprised of a collection of fundamental principles derived from a number of different sources, 

which include the Holy Qu’ran and the Sunnah (the witnessed sayings and actions of the Prophet Mohammed).  

In addition to the Shari’ah, Saudi Arabian law is also derived from enacted legislation that may not conflict with 

Shari’ah principles.  Legislation is enacted in various forms, the most common of which are Royal Orders, 

Royal Decrees, Council of Ministers’ resolutions, High Orders, ministerial resolutions and ministerial circulars 

having the force of law.  All such laws and regulations are ultimately subject to, and may not conflict with, the 

Shari’ah, and each Saudi Arabian court or other adjudicatory authority is required to interpret such legislation 

accordingly. 
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Saudi Arabia follows a civil law system. Saudi Arabia’s judicial system comprises the general courts, which 

have general jurisdiction over most civil and criminal cases, and specialised courts covering certain specific 

areas of law, including a system of administrative courts known as the Board of Grievances, a Specialised 

Criminal Court, and various adjudicatory or quasi-judicial committees with special jurisdiction over such 

matters as banking transactions, securities regulation, intellectual property, labour disputes, tax, electricity 

industry disputes and medical malpractice. 

Until recently, disputes of a commercial nature in the Kingdom were heard before a court called the Board of 

Grievances, which strictly applies Shari’ah. However, with the enactment of a new Law of the Judiciary that 

was issued pursuant to Royal Decree no. M/78 dated 19 /09/1428H (corresponding to 01/10/2007G), and 

pursuant to the Supreme Court of Justice Circular, this jurisdiction has been transferred to the Commercial 

Courts in the Kingdom (except for claims and violations of commercial laws that used to be outside the 

jurisdiction of the Board of Grievances under the Law of Procedure before Shari’ah Courts which will continue 

to be heard by the Penal Courts and relevant circuits until the Supreme Court of Justice completes the 

mechanism of implementing suspended articles of the Shari’ah Proceedings Law).  

Further, the Bankruptcy Law, which came into effect on 18 August 2018, has transferred the jurisdiction to 

supervise insolvency and bankruptcy proceedings of commercial entities from the Board of Grievances to the 

Commercial Courts. 

Until recently, the Board of Grievances also had exclusive jurisdiction to consider the enforcement of foreign 

judgments and arbitral awards. However, with the enactment of the new Enforcement Law, this jurisdiction has 

been transferred to newly-created “Enforcement Departments” within the General Courts staffed by specialized 

“enforcement judges”. Accordingly, if a judgment from an English court or a U.S. court were to be enforced in 

the Kingdom, it would need to be submitted to the Enforcement Departments in the General Courts for 

enforcement. See “Risk Factors—Risk Factors relating to Enforcement—There are uncertainties around the 

choice of English law as the governing law of certain Transaction Documents and around enforcement of 

foreign judgments” and “Risk Factors—Risk Factors relating to Enforcement—Arbitration awards relating to 

disputes under certain of the Transaction Documents may not be enforceable in the Kingdom”.  

Vision 2030 

In April 2016, the Government announced its new strategy, known as “Vision 2030”, which sets forth a 

comprehensive agenda of socio-economic reforms with the aim of achieving fundamental economic, social and 

structural changes in Saudi Arabia by the year 2030. Vision 2030 is based upon three fundamental existing 

strengths of Saudi Arabia: (i) its importance in the Arab and Islamic world; (ii) its leading investment 

capabilities; and (iii) its unique strategic geographical location with the ability to connect the three continents of 

Asia, Europe and Africa. 

The key objectives of Vision 2030 include the diversification of Saudi Arabia’s economy and decreased reliance 

upon oil-related revenues through, among other measures, the transformation of Saudi Aramco from an oil-

producing company into a global industrial conglomerate and the transformation of the PIF into a sovereign 

wealth fund. The PIF intends to continue to assist the private sector with the establishment of capital intensive 

projects. In addition, Vision 2030 aims to reform Government services to increase transparency and 

accountability, as well as to expand the variety and scope of digital services offered by the Government in order 

to improve efficiency and reduce bureaucracy. 

Vision 2030 focuses on three broad themes, each of which aims to capitalise on Saudi Arabia’s existing 

strengths in its society, culture, heritage and economy. The three themes highlighted in Vision 2030 are Societal 

Development, Economic Reform and Effective Governance. 

The Council of Ministers has delegated to the Council for Economic and Development Affairs (CEDA) the 

overall responsibility for establishing and monitoring the measures required for the effective implementation of 

Vision 2030, and the CEDA has in turn established an integrated governance model to implement detailed 

programmes to attain the desired results. 
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For details on the several initiatives that have already been launched, or are anticipated to be launched in 

connection with the implementation of Vision 2030, see “—Implementation of Vision 2030” below. One of the 

key executive programmes that was launched in June 2016 in connection with the implementation of Vision 

2030 is NTP 2020, which sets forth the objectives and detailed methodology, including clearly identified goals 

and targets, that are sought to be achieved in connection with the implementation of Vision 2030. For details on 

NTP 2020, see “—The National Transformation Programme 2020” below. The Fiscal Balance Programme, 

launched in December 2016 in connection with the implementation of Vision 2030, is another key executive 

programme and sets forth objectives and measures aimed at achieving a balanced budget by 2020. In December 

2017, the Government revised the timeline for achieving a balanced budget in light of factors including local 

and global economic conditions and the expected fiscal and economic impact of certain planned initiatives and 

aims to achieve a balanced budget by 2023 

In April 2017, CEDA, in connection with the implementation of Vision 2030, launched ten new executive 

programmes, which, in addition to the NTP 2020 and the Fiscal Balance Programmes, are known as the Vision 

2030 realisation programmes.  

Implementation of Vision 2030 

The Government has already launched a number of programmes that seek generally to achieve the aims and 

objectives of Vision 2030, which include the following: 

 The Government Restructuring Programme: This programme has, to date, included the consolidation 

of a number of existing Government ministries under two newly-formed councils, the Council for 

Political and Security Affairs (CPSA) and the CEDA, with the intention of promoting greater 

efficiency and productivity between the various branches of Government and greater coordination 

between the respective ministries. A restructuring of various Governmental ministries and departments 

has also taken place. 

 The Fiscal Balance Programme: This programme involves reviewing Saudi Arabia’s existing capital 

expenditure, including the approval mechanisms relating to such expenditure, and its measurable 

economic impact. This programme envisages that further measures will be introduced with the aim of 

achieving economic diversification and fiscal consolidation. The Fiscal Balance Programme sets forth 

objectives and measures for the achievement of a balanced budget by 2020. 

 The National Transformation Programme: This programme was launched by the Government in June 

2016 and establishes strategic objectives that are based on Vision 2030 and addresses various 

challenges involved in the implementation of Vision 2030 in accordance with the specified 

methodology and targets. As a result of the launch of the Vision 2030 realisation programmes, the 

Government is re-examining the scope of the NTP 2020 in order to eliminate overlaps between the 

NTP 2020 and other programmes and ensure that the NTP 2020 continues to meet the overall 

objectives of Vision 2030. For further details in respect of NTP 2020, see “—The National 

Transformation Programme 2020” below. 

 The Regulations Review Programme: This programme includes the review and update of several of 

Saudi Arabia’s existing laws and regulations, in order to ensure that they accord with Saudi Arabia’s 

stated goals and priorities. Such laws have included, among others, laws relating to companies, 

nongovernmental organisations, fees on unused land and the General Authority for Endowments. 

 Enriching the Hajj and Umrah Experience Programme: This programme aims to increase the number 

of people performing Hajj and Umrah including through the development of further infrastructure to 

support increased participation in Hajj and Umrah. 

 Lifestyle Improvement Programme: This programme aims to increase participation in cultural, 

environmental and sporting activities. 

 National Companies Promotion Programme: This programme aims to incentivise the growth and 

efficiency of a number of the most promising small and medium sized national companies and to create 

new job opportunities. 
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 National Industrial Development Logistics Programme: This programme aims to position Saudi Arabia 

as a logistics hub that benefits from its location at the intersection of three continents through 

improving infrastructure and developing logistics services. 

 The Housing Programme: This programme aims to facilitate increased private home ownership 

through the development of the residential and construction sectors. 

 Public Investment Fund Programme: This programme envisages the refinement of the PIF’s 

investment capabilities, enabling it to manage a broader portfolio of assets with the aim of transforming 

the PIF into an active sovereign wealth fund. 

 Strategic Partnerships Programme: This programme aims to build and deepen strategic economic 

partnerships with selected countries that have the capacity to contribute to Vision 2030. It aims also to 

build partnerships in the GCC and the region by facilitating the movement of people, goods and capital. 

 Financial Sector Development Programme: This programme aims to increase the size, depth, and 

development of Saudi Arabia’s capital markets, improve operators and users’ experiences as well as the 

status of Saudi Arabian capital markets regionally, with the aim of making Saudi Arabia’s capital 

markets the primary market in the Middle East and one of the most respected markets internationally. 

The programme aims to help create an advanced market that attracts local and foreign investors, which 

enables it to take on a pivotal role in developing the national economy and diversifying sources of 

income. 

 Privatisation Programme: This programme aims to identify sectors suitable for privatisation and to 

implement a comprehensive privatisation programme.  

In addition to the programmes outlined above, each of which have already been initiated and are at various 

stages of implementation, the Government is proposing to launch additional programmes that are intended to 

assist in achieving the aims of Vision 2030. These programmes include the Saudi Aramco Strategic 

Transformation Programme, a programme that envisages the transformation of Saudi Aramco from an oil 

producing company into a global industrial conglomerate. 

National Transformation Programme 2020 

The NTP 2020 was launched in June 2016 across 24 governmental bodies operating in the economic and 

development sectors. At the time of its launch, the NTP 2020 included 16 ministries (including all the ministries 

represented in the CEDA) as well as eight governmental organisations closely connected with the overall 

objectives of Vision 2030 (such as the Saudi Commission for Tourism and National Heritage (SCTH), RCJY, 

Saudi Arabian General Investment Authority (SAGIA) and the King Abdulaziz City for Science and 

Technology, among others). 

NTP 2020 seeks to identify both the strategic objectives, as well as the challenges, involved in the 

implementation of Vision 2030, followed by the launch of specific initiatives and the attainment of well-defined 

goals to be achieved by each Government entity covered by NTP 2020. At the time of its commencement, a total 

of 543 initiatives (with 346 targets to be achieved) were approved for launch during 2016, and the NTP 2020 

anticipated that the Government would spend approximately SAR 268.4 billion (U.S.$71.6 billion) on these 

initiatives through to the year 2020. As a result of the launch of the Vision 2030 realisation programmes, the 

Government is re-examining the scope of the NTP 2020 in order to eliminate overlaps between the NTP 2020 

and other programmes and ensure that the NTP 2020 continues to meet the overall objectives of Vision 2030. 

One of the key features of NTP 2020 is maximising the private sector’s participation in attaining the goals of 

NTP 2020, thereby reducing the costs to be borne by the Government and enhancing the financial and 

developmental returns from NTP 2020. 

The CEDA has established procedures and processes for the transparent and effective implementation of the 

initiatives contained in NTP 2020, including comprehensive and ongoing performance measurement 

mechanisms to enable the supporting agencies, such as the newly created National Centre for Performance 

Measurement and the Delivery Unit, to evaluate performance and recommend adjustments and corrective action 

where required. 
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Saudi Arabia’s Position in the International Community  

As the only Arab nation member of the G20, an international forum for the governments of 20 major economies, 

and a founding member of several major international organisations, including the United Nations (UN) and 

OPEC, Saudi Arabia plays an important role in the global economy and international trade and diplomatic 

relations. Furthermore, as a founding member of the GCC, the Muslim World League, the Organisation of 

Islamic Cooperation (the OIC) and the Islamic Development Bank (each of which is headquartered in Saudi 

Arabia) as well as the Arab League, Saudi Arabia has also assumed a leadership position among both Arab 

countries and the broader Muslim world. As the world’s second largest oil producer (accounting for 13.3 per 

cent. of the world’s total oil production) and the world’s largest oil exporter (accounting for 15.6 per cent. of the 

world’s total oil exports by volume) in the year ended 31 December 2017, according to OPEC’s 2018 Annual 

Statistical Bulletin, Saudi Arabia occupies a central position in OPEC and the world oil markets. 

Saudi Arabia is also a member of the the IMF, the African Development Bank Group, the Asian Infrastructure 

Investment Bank and the European Bank for Restructuring and Development (the EBRD). The EBRD’s 

mandate has recently been expanded to invest and promote private initiatives in certain Arab countries in the 

Middle East and North Africa region. 

Saudi Arabia joined the World Bank Group in 1957, and is one of the larger shareholders of the World Bank 

among its 189 member countries. In recognition of its contributions to the global economy and international 

development, Saudi Arabia achieved the status of a ‘single-country constituency’ on the World Bank’s 

Executive Board (the Executive Board) in 1986. Saudi Arabia is represented at World Bank meetings by its 

executive director and engages in direct consultations and negotiations with other executive offices with the aim 

of achieving the World Bank’s primary objective of reducing global poverty. From time to time, Saudi Arabia’s 

executive director has served as the chair of the Executive Board’s standing committees, and several of the past 

Saudi executive directors have served as dean of the Executive Board. 

Saudi Arabia acceded as a member of the WTO in November 2005, as a result of which the Government has 

implemented various structural reforms in order to create a more liberal trade regime and business-friendly 

environment. In addition to the WTO, Saudi Arabia is party to a number of multilateral business and trade 

related agreements, including the Convention Establishing the Multilateral Investment Guarantee Agency; the 

Inter-Arab Investment Guarantee Corporation; the UN Guiding Principles on Business and Human Rights; and 

the Convention on the Recognition and Enforcement of Foreign Arbitral Awards. Saudi Arabia is also party to a 

number of trade and economic agreements aimed at promoting trade and economic development, including the 

Arab Economic Unity Agreement; the Arab League Investment Agreement; the League of Arab States 

Investment and the Agreement on Promotion, Protection and Guarantee of Investments among the Member 

States of the OIC. 

Saudi Arabia plays a key role in the international fight against terrorism. Saudi Arabia is a member and an 

active participant in a number of international organisations and treaties pertaining to anti-money laundering 

(AML) and combatting the financing of terrorism (CFT). In December 2015, the Government announced the 

establishment of an intergovernmental military alliance of 34 countries based at a joint command centre in 

Riyadh, the primary objective of which is to combat terrorist organisations, including Da’esh, in line with UN 

and OIC initiatives on counter-terrorism. 

Saudi Arabia is also a member of the International Chamber of Commerce, the World Intellectual Property 

Organisation, the Greater Arab Free Trade Area, the International Organisation of Securities Commissions and 

the Organisation for the Prohibition of Chemical Weapons.  

Saudi Arabia has entered into bilateral economic, trade and technical cooperation agreements with 36 countries, 

which aim to develop economic, trade and technical cooperation and to enable the free inflow of goods, capital, 

and services and the free movement of individuals and investment between the contracting countries. Saudi 

Arabia has also entered into Avoidance of Double Taxation Agreements with 34 countries. 

In addition, Saudi Arabia contributes significant amounts of development aid to other countries and institutions, 

including through the Saudi Fund for Development (the SFD). The SFD extends loans and credit support for the 
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development of a range of projects in many developing countries, particularly in Asia and Africa, with a 

particular focus on the social infrastructure, agriculture, energy and industry sectors. 

Economic overview 

According to the World Bank, Saudi Arabia was the 19th largest economy in the world and the largest economy 

in the GCC region in the year ended 31 December 2017. Saudi Arabia’s economy accounted for 47 per cent. of 

the combined nominal GDP of the GCC countries and 20 per cent. of the combined nominal GDP of the 

countries in the MENA region in the year ended 31 December 2017. 

GDP  

Based on preliminary figures, Saudi Arabia’s real GDP (based on constant 2010 prices) was SAR 647.8 billion 

(U.S.$172.7 billion) in the three month period ended 31 March 2018, representing an increase of 1.2 per cent. in 

real terms as compared to real GDP of SAR 640.4 billion (U.S.$170.8 billion) in the three month period ended 

31 March 2017. Saudi Arabia’s nominal GDP was SAR 688.1 billion (U.S.$183.5 billion) in the three month 

period ended 31 March 2018, representing an increase of 8.8 per cent. in nominal terms as compared to real 

GDP of SAR 632.4 billion (U.S.$168.6 billion) in the three month period ended 31 March 2017. 

Based on preliminary figures, Saudi Arabia’s real GDP (based on constant 2010 prices) was SAR 2,565.6 billion 

(U.S.$684.2 billion) in the year ended 31 December 2017, representing a decrease of 0.9 per cent. in real terms 

as compared to real GDP of SAR 2,587.8 billion (U.S.$690.1 billion) in the year ended 31 December 2016, 

which itself represented an increase of 1.7 per cent. in real terms as compared to real GDP of SAR 2,545.2 

billion (U.S.$678.7 billion) in the year ended 31 December 2015. Saudi Arabia’s nominal GDP was SAR 

2,575.3 billion (U.S.$686.7 billion) in the year ended 31 December 2017, representing an increase of 6.5 per 

cent. in nominal terms as compared to nominal GDP of SAR 2,418.5 billion (U.S.$644.9 billion) in the year 

ended 31 December 2016, which itself represented a decrease of 1.4 per cent. compared to nominal GDP of 

SAR 2,453.5 billion (U.S.$654.3 billion) in the year ended 31 December 2015. 

The Oil Sector  

According to OPEC’s 2018 Annual Statistical Bulletin, Saudi Arabia possessed the world’s second largest 

proven oil reserves (accounting for 18.0 per cent. of the world’s total oil reserves) as at 31 December 2017, and 

was the world’s second largest oil producer (accounting for 13.3 per cent. of the world’s total oil production) 

and the world’s largest oil exporter (accounting for 15.6 per cent. of the world’s total oil exports by volume) in 

the year ended 31 December 2017. At Saudi Arabia’s production levels of 10.0 million bpd on average in the 

year ended 31 December 2017, and without taking into consideration the discovery of additional reserves or 

developments in the oil production process, Saudi Arabia’s oil reserves of 266.3 billion barrels are projected to 

last for approximately another 70 years. 

Since oil was first discovered in Saudi Arabia in 1938, Saudi Arabia’s economy has expanded rapidly, 

principally due to the revenues generated from the export of crude oil and related products. While the oil 

industry has historically dominated, and continues to be the largest part of, Saudi Arabia’s economy, for the past 

several years Saudi Arabia has also been concentrating on the diversification of its economy. These efforts have 

gained special importance in light of the onset of low oil prices in mid-2014.  

Based on preliminary figures, the non-oil sector of the economy contributed 69.3 per cent. and 71.0 per cent. to 

Saudi Arabia’s nominal GDP and grew by 6.2 per cent. and declined by 2.7 per cent. in nominal terms in the 

three month periods ended 31 March 2018 and 2017, respectively. Based on preliminary figures, the non-oil 

sector of the economy contributed 70.6 per cent. and 74.3 per cent. to Saudi Arabia’s nominal GDP and grew by 

1.2 per cent. and 1.7 per cent. in nominal terms in the years ended 31 December 2017 and 2016, respectively. 

Furthermore, the prioritisation by the Government of the non-oil private sector, which is a key element of the 

Government’s economic diversification policy, has contributed and is expected to continue to contribute to 

growth in the non-oil private sector of Saudi Arabia. 

The hydrocarbon industry is the single largest contributor to Saudi Arabia’s economy. Saudi Aramco, the state 

owned oil company of Saudi Arabia, is the principal producer of oil and natural gas in Saudi Arabia. According 
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to the Ministry of Energy, Industry and Mineral Resources, and based on preliminary figures, Saudi Arabia’s 

crude oil and condensate reserves stood at 266.3 billion barrels as at 31 December 2017. Based on preliminary 

figures, the oil sector accounted for 43.0 per cent. and 44.0 per cent. of Saudi Arabia’s real GDP and 28.5 per 

cent. and 24.6 per cent. of Saudi Arabia’s nominal GDP in the years ended 31 December 2017 and 2016, 

respectively, while oil revenues accounted for 63.0 per cent. and 64.3 per cent. of total Government revenues in 

the fiscal years 2017 and 2016, respectively. Oil exports accounted for 77.0 per cent. of Saudi Arabia’s total 

export earnings in the year ended 31 December 2017. 

In the year ended 31 December 2017, Saudi Arabia’s total crude oil production was 3,635 million barrels, 

compared to 3,828 million barrels, 3,720 million barrels, 3,545 million barrels and 3,518 million barrels in the 

years ended 31 December 2016, 2015, 2014 and 2013, respectively. In the year ended 31 December 2017, Saudi 

Arabia’s daily average of crude oil production was 10.0 million bpd, compared to 10.5 million bpd, 10.2 million 

bpd, 9.7 million bpd and 9.6 million bpd in the years ended 31 December 2016, 2015, 2014 and 2013, 

respectively. The decrease in Saudi Arabia’s total crude oil production during the period was principally due to 

Saudi Arabia’s participation in voluntary production management with other OPEC and certain non-OPEC oil 

producing countries in an effort to accelerate the stabilisation of the global oil market under the Declaration of 

Cooperation made by OPEC and certain non-OPEC oil producing countries in November 2016. In the years 

ended 31 December 2017, 2016 and 2015, Saudi Aramco accounted for 100.0 per cent. of Saudi Arabia’s total 

crude oil production. 

The following table sets forth the yearly average OPEC Reference Basket price (a weighted average of prices 

per barrel for petroleum blends produced by the OPEC countries) and the monthly price per barrel of Arabian 

Light Crude Oil (which is one of the types of crude oil produced by Saudi Aramco its subsidiaries (the Saudi 

Aramco Group) and constitutes part of the OPEC Reference Basket) in each of the years indicated. 
 Year ended 31 December 

 2017 2016 2015 2014 2013 2012 2011 2010 2000 

 (U.S.$ per barrel) 
OPEC Reference Basket price ..........................................................  52.43 40.76 49.49 96.29 105.87 109.45 107.46 77.45 27.60 

Arabian Light Crude Oil price ..........................................................  52.59 40.96 49.85 97.18 106.53 110.22 107.82 77.82 26.81 

As illustrated by the data above, international oil prices have fluctuated significantly over the past two decades. 

More recently, world oil prices have witnessed a significant decline since mid-2014, with the OPEC Reference 

Basket price declining from a monthly average of U.S.$107.89 per barrel in June 2014 to a monthly average of 

U.S.$26.50 per barrel in January 2016, before partially recovering to a monthly average of U.S.$49.60 per barrel 

in August 2017. In May 2018, the average price of the OPEC basket has further recovered to approximately 

U.S.$74.11 per barrel.  

The decline in global oil prices from mid-2014 can be attributed to a number of factors, including, but not 

limited to, a decline in demand for oil and natural gas due to a worsening of global economic conditions, the 

increase in oil production by other producers (including by reason of improvements in oil extraction 

technologies) and competition from alternative energy sources. The recent recovery in global oil prices can be 

attributed primarily to the production management measures undertaken by OPEC and certain non-OPEC oil 

producing countries in an effort to accelerate the stabilisation of the global oil market under the Declaration of 

Cooperation made by OPEC and certain non-OPEC oil producing countries in November 2016, as well as 

growth in global oil demand, a decline in supply from Venezuela and the continued effect of U.S. sanctions 

imposed on Iran. 

Until mid-2014, rising oil prices and production resulted in large external and fiscal surpluses for over a decade 

and, as a result, Saudi Arabia’s public debt steadily decreased during that period. Accumulated fiscal surpluses 

enabled the Government to reduce its public debt by 93.5 per cent. from SAR 685.2 billion (U.S.$182.7 billion) 

in 2002 to SAR 44.3 billion (U.S.$11.8 billion) in 2014. As a consequence, Saudi Arabia’s debt-to-GDP ratio 

decreased from 96.4 per cent. of nominal GDP in 2003 to 1.6 per cent. of nominal GDP in the year ended 

31 December 2014, one of the lowest of any country in the world. However, given the significant contribution 

of the oil sector to Saudi Arabia’s economy, the significant decline in global oil prices since mid-2014 has 

resulted in substantially lower oil exports by value and therefore lower Government revenues. 
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In the fiscal year 2014, the Government recorded a budget deficit equivalent to 2.3 per cent. of Saudi Arabia’s 

nominal GDP for the year ended 31 December 2014. In the fiscal year 2015, this increased to a budget deficit 

equivalent to 14.9 per cent. of Saudi Arabia’s nominal GDP for the year ended 31 December 2015. This 

increased budget deficit was principally due to a significant decline in the value of Saudi Arabia’s exports, and 

therefore lower Government revenues, as a result of the sustained decline in global oil prices since mid-2014. In 

the fiscal year 2016, the budget deficit decreased to SAR 311.5 billion (U.S.$83.1 billion), equivalent to 

12.9 per cent. of Saudi Arabia’s nominal GDP for the year ended 31 December 2016, excluding an expenditure 

amount of SAR 105.0 billion (U.S.$28.0 billion) during the fiscal year relating to settling due payments from 

prior years. Based on preliminary figures, in the fiscal year 2017 the budget deficit decreased to SAR 238.4 

billion (U.S.$63.6 billion). Notwithstanding the recent budget deficits, the Government is able to rely on its 

significant financial reserves accumulated as a result of the fiscal surpluses in the years prior to the recent oil 

price decline. Based on preliminary figures, as at 31 December 2017, the Government’s reserve assets amounted 

to SAR 1,861.5 billion (U.S.$496.0 billion), a decrease of 7.3 per cent. from SAR 2,009.2 billion 

(U.S.$535.8 billion) as at 31 December 2016, which itself was a decrease of 13.1 per cent. from SAR 2,311.6 

billion (U.S.$616.4 billion) as at 31 December 2015.  This decrease in reserve assets was primarily attributable 

to utilising reserve assets to assist with financing the fiscal deficit resulting from the decline in foreign currency 

inflows in the years ended 31 December 2016 and 2017, which was attributable to the decline in the price of oil 

since mid-2014. 

Value added tax 

On 1 January 2018, the Government began implementing value added tax (VAT) at a basic rate of 5.0 per cent. 

VAT is expected to become one of the main sources of non-oil revenues in Saudi Arabia. 

Inflation 

Based on preliminary figures, in the three month period ended 31 March 2018, Saudi Arabia had an inflation 

rate of 3.3 per cent. In the year ended 31 December 2017, Saudi Arabia had a deflation rate of 0.8 per cent. 

compared to an inflation rate of 2.0 per cent. 1.3 per cent. and 2.2 per cent. in the years ended 31 December 

2016, 2015 and 2014, respectively. The following table sets forth the consumer price index (the CPI Index) and 

the percentage change, year-on-year, of consumer prices in Saudi Arabia for the three month period ended 31 

March 2018 and for each of the years ended 31 December 2017, 2016, 2015 and 2014, respectively. 

 

Three 

months 

ended 31 

March Year ended 31 December 

 2018(2) 2017(2) 2016 2015 2014 

CPI Index(1) ..................................................................................................... 108.0 104.7 105.6 103.5 102.2 

CPI Index Inflation (%) .................................................................................. 3.3 (0.8) 2.0 1.3 2.2 

 
Source: GASTAT 

Notes: 
(1) CPI index based on 2013=100 

(2) Preliminary figures 

The CPI index in Saudi Arabia comprises 12 groups. The three groups with the largest weighting in the CPI 

index are: (i) housing, water, electricity and gas (25.3 per cent. of total weight); (ii) food and beverages (18.8 

per cent. of total weight); and (iii) transport (9.9 per cent. of total weight), which showed inflation/(deflation) 

levels of 1.3 per cent., 6.5 per cent. and 10.3 per cent., respectively, in the three months ended 31 March 2018, 

compared to (0.7) per cent., (0.9) per cent. and (2.0) per cent., respectively, in the year ended 31 December 

2017, 4.8 per cent., (1.3) per cent., and 7.4 per cent., respectively, in the year ended 31 December 2016 and 2.4 

per cent., 0.6 per cent. and 1.0 per cent., respectively, in the year ended 31 December 2015. Given its weight in 

the CPI Index, the housing, water, electricity and gas group was the biggest overall contributor to the decrease in 

the overall CPI Index in the year ended 31 December 2017, and the biggest overall contributor to the increase in 

the overall CPI Index in the years ended 31 December 2016 and 2015. 

Population and demographics  

The population of Saudi Arabia is estimated by GASTAT to reach 33.4 million as at 31 July 2018, representing 

growth of 2.5 per cent. as compared to 32.6 million as at 31 July 2017. Saudi nationals are estimated to 

comprise 20.8 million, or 62.1 per cent. of the total population, and non-Saudi nationals are estimated to 
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comprise 12.6 million, or 37.8 per cent. of the total population as at 31 July 2018. Saudi Arabia has a young 

population, with just over half of Saudi nationals being under the age of 30 and 24.9 per cent. under the age of 

15 in 2018. The following table sets forth Saudi Arabia’s population estimates as at 31 July 2018, 2017, 2016, 

2015 and 2014, respectively. 

 As at 31 July 

 2018(1) 2017(1) 2016 2015 2014 

Saudi nationals .................................................................................  20,768,627 20,427,576 20,081,582 19,863,975 19,655,392 
Male ..............................................................................................  10,575,895 10,404,865 10,231,364 10,121,867 10,019,450 

Female ..........................................................................................  10,192,732 10,022,711 9,850,218 9,742,108 9,635,942 

Non-Saudi nationals .........................................................................  12,645,033 12,185,270 11,705,998 11,198,094 10,684,403 
Male ..............................................................................................  8,665,061 8,341,557 8,028,355 7,696,789 7,373,985 

Female ..........................................................................................  3,979,972 3,843,713 3,677,643 3,501,305 3,310,418 

Total population .............................................................................  33,413,660 32,612,846 31,787,580 31,062,069 30,339,795 

Population growth (annual %) ......................................................  2.5 2.6 2.3 2.4 2.4 

 
Source:  GASTAT 

Notes: 

(1) Preliminary estimates based on a demographics survey in 2016. 

The non-Saudi portion of Saudi Arabia’s total population comprises expatriates from neighbouring states as well 

as significant numbers of expatriates from Asia (mostly from India, Pakistan, Bangladesh, Indonesia, and the 

Philippines), Europe, the Americas and other countries around the world. The official language of Saudi Arabia 

is Arabic, although English is widely spoken. 

Employment 

As at 31 December 2017, the total Saudi labour force was 6.0 million, of which 4.7 million, or 77.2 per cent., 

were male and 1.4 million, or 32.8 per cent., were female. Saudi nationals in the age group from 25 to 39 years 

constituted 20.0 per cent. of the Saudi labour force as at 31 December 2017. 

The overall unemployment rate in Saudi Arabia (with respect to all nationalities) as at 31 December 2017 was 

6.0 per cent., comprising an unemployment rate of 3.2 per cent. among males and 21.1 per cent. among females. 

The overall unemployment rate for Saudi nationals as at 31 December 2017 was 12.8 per cent., comprising an 

unemployment rate of 7.5 per cent. among Saudi males and 31.0 per cent. among Saudi females. 

In light of the growing Saudi population, one of the Government’s key objectives is to accommodate more 

Saudi citizens in the workforce and, over the past several years, the Government has been focused on taking 

measures to equip Saudi citizens with the skills required to become an effective part of the domestic workforce. 

These measures include the establishment of the Human Resources Development Fund in 2000, the key 

objective of which is to invest in the development of Saudi Arabia’s workforce, particularly in the private sector. 

In cooperation with the GOSI, the Human Resources Development Fund and the General Organization for 

Technical and Vocational Training, the Ministry of Labour and Social Development has formulated a strategy 

that is centred on five main strands: sustainable job creation in the private sector; skill development; managing 

the Saudi/expatriate balance; providing the fundamental mechanisms for a healthy labour market; and improving 

social protection. One of the initiatives that has been launched is “Women in Retail”, a programme aimed at 

increasing the number of employed women in the economy, particularly in the retail sector. This initiative fits 

into a broader series of initiatives that have enabled Saudi Arabia to increase the employment of women over 

the past few years, particularly in the private sector where female employment growth is significantly outpacing 

male employment growth, and also to create opportunities for the high proportion of women completing higher 

education in Saudi Arabia. This initiative, along with other initiatives, helped raise female employment in the 

private sector from 55,618 Saudi women as at 31 December 2010 to 605,855 as at 31 December 2017. 

Vision 2030 also places great emphasis on providing Saudi citizens with the necessary training and skills 

required for becoming an effective part of the workforce, in particular increasing the participation of Saudi 

citizens in the private sector, and it is anticipated that further initiatives will be launched to further these aims. 

Interest rate development 

The three-month Saudi Arabia Inter-Bank Offer Rate (SAIBOR) increased steadily during 2015 and this trend 

continued in the first 10 months of 2016, with three-month average SAIBOR reaching 2.1 per cent. as at 

31 December 2016. The annual average three-month SAIBOR decreased during 2017, reaching 1.81 per cent. 

for the year ended 31 December 2017. The annual average three-month SAIBOR has increased during the first 
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quarter of 2018, reaching 1.93 per cent. The increase in SAIBOR was mainly due to the increase in the repo and 

reverse repo rates.  

The reverse repo rate was increased by SAMA in December 2015 from 25 basis points to 50 basis points, as a 

response to an increase in interest rates in the United States by the U.S. Federal Reserve, and was further 

increased by SAMA from 50 basis points to 75 basis points in December 2016, from 75 basis points to 100 basis 

points in March 2017, from 100 basis points to 125 basis points in June 2017, from 125 basis points to 150 basis 

points in December 2017 and from 150 basis points to 175 basis points in March 2018, as a response to 

developments in international financial markets. SAMA remains committed to maintaining its current exchange 

rate policy.   

The following table sets forth the monthly average SAIBOR, repo rate and reverse repo rate as at 31 March 

2018 and 31 December 2017, 2016, 2015, 2014 and 2013, respectively. 

 

As at 31 

March As at 31 December 

 2018 2017 2016 2015 2014 2013 

SAIBOR (three-month average) .......................................................  1.9891 1.8114 2.0670 0.8804 0.9358 0.9532 

Repo rate ..........................................................................................  2.2500 2.0000 2.0000 2.0000 2.0000 2.0000 

Reverse repo rate ..............................................................................  1.7500 1.5000 0.7500 0.5000 0.2500 0.2500 

 
Source: SAMA 

In order to allow for further transparency and reliability in the method of calculation of SAIBOR, on 

21 November 2016, SAMA announced the appointment of Thomson Reuters as the benchmark administrator 

and calculation agent for SAIBOR. SAMA announced that a panel of banks will contribute initially to SAIBOR, 

which will then be calculated and administered by Thomson Reuters based on documented methodology and 

procedures aligned with the International Organisation of Securities Commission Principles for Financial 

Benchmarks. 

Stock market 

On 19 March 2007, the Council of Ministers approved the formation of the Saudi Arabian Stock Exchange (the 

Tadawul). According to data published by the World Federation of Exchanges as at 31 December 2017, the 

Tadawul is the largest stock exchange in the MENA region in terms of market capitalisation, and is also one of 

the most diversified, with its listed companies covering a range of sectors, including petrochemicals, retail, 

financial services, construction and telecommunications, providing potential investors with investment 

opportunities in a wide variety of sectors. 

The following table sets forth various stock market indicators in respect of the Tadawul for each of the years 

ended 31 December 2017, 2016, 2015, 2014 and 2013, respectively. 

 Year ended 31 December 

 2017 2016 2015 2014 2013 

Number of shares traded (millions) ..................................................  43,297 67,729 65,920 70,118 52,306 

Value of shares traded (SAR billions) ..............................................  836 1,157 1,661 2,147 1,370 

Market capitalisation (SAR billions) ................................................  1,690 1,682 1,579 1,813 1,753 
Number of executed transactions (thousands) ..................................  21,895 27,274 30,444 35,761 28,968 
Tadawul All-Share Index .................................................................  7,226 7,210 6,912 8,333 8,536 

 
Source: Tadawul 

According to data published by Tadawul, as at 31 December 2017, 179 companies were listed on the Tadawul 

with a total market capitalisation of SAR 1,689.6 billion (U.S.$450.2 billion), an increase of 0.4 per cent. 

compared to a total market capitalisation of SAR 1,682.0 billion (U.S.$448.5 billion) as at 31 December 2016, 

which was an increase of 6.52 per cent. from a total market capitalisation of SAR 1,579.0 billion (U.S.$421.1 

billion) as at 31 December 2015. As at 31 December 2017, the Tadawul All-Share Index stood at 7,226 points, 

an increase of 0.22.0 per cent. from 7,210.4 as at 31 December 2016, which itself was an increase of 4.32 per 

cent. from 6,911.8 as at 31 December 2015. 

In March 2018, FTSE Russell announced that Tadawul would be classified as a “Secondary Emerging Market” 

in the FTSE Global Equity Index Series from its previous status of “Unclassified”. In June 2018, MSCI 
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announced that Tadawul would be upgraded to “Emerging Market” status from its previous status of 

“Standalone Market”. The Tadawul will be included in MSCI’s Emerging Market Index in two phases in May 

2019 and August 2019. 

Credit rating 

Saudi Arabia has been assigned credit ratings by Moody’s and Fitch. S&P also assigns a credit rating to Saudi 

Arabia on an unsolicited basis. The following table sets forth the credit rating assigned to Saudi Arabia by each 

of these rating agencies: 

 Moody’s Fitch S&P (unsolicited) 

Long-term foreign currency ..........................................................................  A1 A+ A− 

Outlook .........................................................................................................  Stable Stable Stable 

The current credit ratings assigned to Saudi Arabia by Moody’s and Fitch are a result of a downgrade by each of 

these credit ratings agencies of Saudi Arabia’s ratings from, in the case of Moody’s, Aa3 to the current A1 

(Stable) in May 2016, which was affirmed in April 2018, and, in the case of Fitch, from AA− to the current A+ 

(Stable) in March 2017, which was affirmed in June 2018. Furthermore, in February 2016, S&P, which rates 

Saudi Arabia on an unsolicited basis, cut Saudi Arabia’s foreign and local currency credit ratings by two levels 

from A+ (Negative) to A− (Stable), which was affirmed in April 2018. For each of the rating downgrades 

mentioned above, the relevant ratings agency cited a fall in oil prices having led to a material deterioration in 

Saudi Arabia’s credit profile and the expectation of an increased Government budget deficit. 

Each of Fitch, Moody’s and S&P is established in the European Union and is registered under the CRA 

Regulation.  As such, each of Fitch, Moody’s and S&P is included in the list of credit rating agencies published 

by the European Securities and Markets Authority on its website in accordance with the CRA Regulation. 

Foreign investment 

Since Saudi Arabia’s accession to the WTO in December 2005, the Government has made significant progress 

towards developing and maintaining policies that favour an open legal and business environment to facilitate 

foreign capital investment. The Government is aiming to increase and encourage foreign investment by focusing 

on several key sectors, including transport, healthcare, building materials, tourism, mining, automobile 

manufacturing and industrial equipment, among others. 

The major sectors attracting foreign direct investment (FDI) into Saudi Arabia have been the construction and 

contracting, real estate and petrochemicals sectors. Saudi Arabia’s total inward FDI stock was U.S.$232.2 

billion as at 31 December 2017. In the year ended 31 December 2017, Saudi Arabia’s inward FDI flows were 

U.S.$1.4 billion. Saudi Arabia’s inward FDI flows have declined since 2012, which can principally be attributed 

to the 2008-9 global economic crisis, as well as political unrest in the MENA region during this period. The 

following table sets forth Saudi Arabia’s inward FDI stock and inward FDI flows for each of the years ended 

31 December 2017, 2016, 2015, 2014 and 2013, respectively. 

 
 Year ended 31 December 

 2017 2016 2015 2014 2013 

 (U.S.$ billions) 

Inward FDI stock ..................................................................  232.2 231.5 224.1 215.9 207.9 

Inward FDI flows ..................................................................  1.4 7.5 8.1 8.0 8.9 

 ____________________  
Source: United Nations Conference on Trade and Development 

The Saudi Arabian Foreign Investment Law requires all foreign investment in Saudi Arabia to be licensed by 

SAGIA. A foreign investor wishing to invest in Saudi Arabia must obtain a foreign investment licence from 

SAGIA, which will take the form of an industrial licence, a service licence or a trading licence. Minimum 

investment thresholds for foreign investors are published by SAGIA from time to time, and currently include the 

following thresholds: (a) SAR 30 million for each real estate development project; (b) SAR 30 million for 

100.0 per cent. foreign-owned trade projects; and (c) SAR 26.7 million for trade projects in which Saudi 

shareholders own at least 25.0 per cent. of the share capital. 

In June 2016, SAGIA announced new regulations permitting 100.0 per cent. foreign ownership in the wholesale 

and retail sector for businesses that produce and retail their own products. The new rules, which were approved 

by the Council of Ministers in June 2016, create an exception to the statutory cap on foreign ownership across 

several industry segments in Saudi Arabia, and are intended to encourage new entrants to Saudi wholesale and 

retail market, as well as to create additional training and technology transfer opportunities. 
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In a significant move aimed at attracting foreign investment and further strengthening Saudi Arabia’s capital 

markets, in June 2015, the Capital Market Authority published regulations allowing Qualified Foreign Investors 

(QFIs) to directly invest in shares listed on the Tadawul in accordance with the applicable regulations. 

Furthermore, in August 2016, the Capital Market Authority approved certain revisions to the existing 

regulations relating to participation by QFIs, which became effective in September 2016. These revisions are 

intended to further encourage participation by foreign investors by expanding the definition of a ‘qualified 

foreign institution’ and relaxing certain ownership thresholds and limits. It is anticipated that the opening of the 

Tadawul to foreign investors will support increased participation by institutional investors and thereby reduce 

market volatility as well as encourage Saudi companies listed on the Tadawul to adopt international best 

practices and benefit from the input of sophisticated foreign institutions.  

Vision 2030 envisages several measures aimed at attracting foreign investment and enhancing the confidence of 

foreign investors in Saudi Arabia’s economy, including the streamlining of the visa regime applicable to 

business visitors, and the NTP 2020 has assigned to SAGIA specific targets relating to increase in foreign 

investment in Saudi Arabia. SAGIA, in coordination with a number of other Government institutions and 

ministries, has also launched the ‘National Investment Plan’, which aims to contribute to the diversification of 

the economy and increase productivity by attracting foreign investment in specified sectors with 

well-established investment opportunities.  
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MANAGEMENT AND EMPLOYEES 

MANAGEMENT STRUCTURE 

SEC’s main management structure consists of a board of directors (the Board), an audit committee and an 

executive committee consisting of a team of executive officers (the Executive Management). 

There are a number of other committees within SEC, in addition to the audit committee, that report to the Board 

or the Executive Management and are responsible for dealing with a range of operational and business matters 

including risk, human resources, and remuneration and nominations. For a description of these committees, see 

“Management and Employees – Board Committees” 

Managing the day-to-day operations of SEC is the responsibility of the President and Chief Executive Officer of 

SEC (the President and CEO), Ziyad Mohammed Al-Shiha, and other senior members of the Executive 

Management to whom the Board has delegated executive powers. 

BOARD OF DIRECTORS AND SECRETARY TO THE BOARD 

The Board consists of nine members, five of whom (including the Chairman) currently represent the PIF, and 

one of whom currently represents Saudi Aramco. The remaining three members are representatives from the 

private sector. The three independent board members are Eng. Abdulaziz bin Fahd Al-Khayyal, Dr.Abdulmalik 

bin Abdullah Al-Hogail and Eng.Isam bin Alwan AlBayat. The constitution of SEC’s board of directors 

complies with Saudi Arabian company law, which states that directors much be appointed via an election in a 

cumulative voting process, and that one third of the board must comprise independent directors. Accordingly, 

SEC invites all shareholders to participate in the Board elections as candidates via a newspaper advertisement, 

and those shareholders who put themselves forward as candidates are reviewed by various committees including 

the nomination committee, the remuneration committee and the human resources committee. Those committees 

then submit a shortlist of candidates to the general assembly, and the Board of Directors are subsequently 

elected from such shortlist by the general assembly at the annual general meeting of shareholders. Board 

members are appointed for a term of no more than three years, and the CEO is appointed directly by the Board, 

and cannot be a Board member at the time of his appointment.  

As of the date of this Prospectus, the Board comprises the following members, all of whom are non-executive 

members, in addition to the Secretary to the Board:  

 

Name Title 

H.E. Dr. Khaled bin Saleh Al Sultan ...........................  Chairman – PIF Representative 

Dr. Najm bin Abdullah Al-Zaid ...................................  Vice Chairman – PIF Representative  

Eng. Abdulaziz bin Fahd Al-Khayyal ..........................  Board Member – Independent Representative  

Dr. Abdulmalik bin Abdullah Al-Hogail .....................  Board Member – Independent Representative 

Mr. Rashed bin Ibrahim Sharif ....................................  Board Member – PIF Representative 

Dr. Raed bin Nasser Al-Rayes .....................................  Board Member – PIF Representative  

Eng. Gerard Mestrallet ................................................  Board Member – PIF Representative 

Eng. Isam bin Alwan AlBayat .....................................  Board Member – Independent Representative  

Eng. AbdulKarim bin Ali Al-Ghamdi .........................  Board Member – Saudi Aramco Representative 

Mr. Obaid Al-Ojairi .....................................................  Secretary to the Board 

Each of the members of the Board (including the Chairman) have outside interests in entities other than SEC, 

including employment and/or directorships with third parties (as further described in the paragraphs below). 

Certain Board members also serve as Government ministers or with Governmental bodies and, in that capacity, 

could be involved in formulating or implementing Government policy which affects SEC’s operations (see 

“Description of the SEC Group’s business – Strategy” for a description of how Government policy affects 

SEC’s strategy) and in a manner contrary to the approach they may otherwise take if acting in their capacity as 

directors of SEC. This could give rise to a potential conflict of interest in situations where they are involved in 

formulating or implementing any Government policy which is not necessarily in the interests of SEC. Except as 

disclosed in this paragraph, as at the date of this Prospectus, no member of the Board has any actual or potential 

conflict of interest between his duties to SEC and his private interests and/or other duties. 
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H.E. Dr. Khaled bin Saleh Al Sultan, Chairman of the Board – PIF Representative 

Dr. Al-Sultan was elected as the Chairman on the Board by the general meeting of the shareholders in January 

2018. He has served on the Board since 2018. He is currently the President of King Abdullah City for Atomic 

and Renewable Energy (KACARE) and a part time Consultant at the Royal Commission for Jubail and Yanbu. 

He is a former Rector of King Fahd University of Petroleum and Minerals and served as the Deputy Minister of 

Higher Education. Dr. Al-Sultan obtained a Bachelor’s Degree in System Engineering from King Fahd 

University of Petroleum and Minerals, Saudi Arabia in 1985 and a PhD in Industrial Engineering and 

Operations Research from the University of Michigan in Ann Arbor, United States of America in 1990. 

Dr. Najm bin Abdullah Al-Zaid, Vice Chairman – PIF Representative 

Dr. Al-Zaid was elected to the Board by the general meeting of the shareholders in January 2018 and became 

Vice Chairman in September 2018. He has served on the Board since 2018. He serves as a member of the board 

of directors of the National Privatization Centre (a representative of the private sector), a member of the 

supervision and policies committee in the Saudi Stock Exchange (Tadawul) Company and a member of the 

audit committee in the Saudi Agricultural and Livestock Investment Company (SALIC). Dr. Al-Zaid is the 

former chief executive of the Governance and Legal Group in Al Rajhi Bank. He served as a board member of 

the board of the Capital Market Authority. Dr. Al-Zaid obtained a Bachelor’s Degree in Justice from Umm Al-

Qura University, Kingdom Saudi Arabia in 1994 and an S.J.D. from the George Washington University, United 

States of America in 2010. 

Eng. Abdulaziz bin Fahd Al-Khayyal, Board Member – Independent Representative 

Eng. Al-Khayyal was elected to the Board by the general meeting of the shareholders January 2018. He has 

served on the Board since 2018. He currently serves as a board member to the board of Halliburton Company 

and as a board member to the board of Marathon Petroleum Corporation. He previously served as senior vice 

president of industrial relations at Saudi Aramco. Eng. Al-Khayyal obtained a Bachelor’s Degree in Mechanical 

Engineering from the University of California, United States of America in 1977 and a Master’s Degree in 

Business from the University of California, United States of America in 1979. 

Dr. Abdulmalik bin Abdullah Al-Hogail, Board Member – Independent Representative 

Dr. Al-Hogail was elected to the Board by the general meeting of the shareholders in January 2018. He has 

served on the Board since 2018. He serves as a board member of the board of the Saudi National Shipping 

Company (Bahri). Dr. Al-Hogail also serves as board member of the board of the Alinma Investment Company. 

Dr. Al-Hogail obtained a Bachelor’s Degree in Accounting from King Saud University, Saudi Arabia and a PhD 

in Accounting from Case Western Reserve University, United States of America. 

Dr. Raed bin Mr.Rashed bin Ibrahim Sharif, Board Member – PIF Representative 

Mr. Sharif was elected to the Board by the general meeting of the shareholders in January 2018. He has served 

on the Board since 2018. He is currently the director general of Saudi investments in the PIF. Mr. Sharif is the 

former chief executive officer of Riyad Bank. He obtained a Bachelor’s Degree in Business from King Fahd 

University of Petroleum and Minerals, Saudi Arabia, and a Master’s Degree in Business from Prince Sultan 

University. 

Nasser Al-Rayes, Board Member – PIF Representative 

Dr. Al-Rayes was elected to the Board by the general meeting of the shareholders in January 2018. He has 

served on the Board since 2018. He is the chief accountant at the Ministry of Energy, Industrial and Mineral 

Resources (MEIM). He served as the deputy chief executive officer and the general manager of Arab Petroleum 

Investments Corporation (APICORP) and he was the chief executive officer and the president of investment 

banking in Al Rajhi Capital. Dr. Al-Rayes serves as a member of the audit committee of the Saudi Industrial 

Development Fund (SIDF) and as a board member of the board of APICORP Bahri Oil Shipping Fund. Dr. Al-

Rayes obtained a Bachelor’s Degree of Islamic Economics from Imam Muhammad bin Saud Islamic University, 

Saudi Arabia in 1999, and a PhD in Philosophy in Business Management from Bradford University, United 

Kingdom in 2006.  

Eng. Gerard Mestrallet, Board Member – PIF Representative 

Eng. Mestrallet was elected to the Board by the general meeting of the shareholders in January 2018. He has 

served on the Board since 2018. He is the chairman of the board of directors of ENGIE and chairman of the 

board of directs at Suez. He is a member of the Supervisory Board of Siemens AG and Director of Société 



  

 

 

 107  

 

Générale. At the international level, Eng. Mestrallet is a member of the Shanghai and Beijing Mayors’ 

International Economic Advisory Council and Honorary Chairman of the Chongqing Mayor’s International 

Economic Advisory Council. In addition, he sits on the International Board of JP Morgan Chase and on the 

International Board of the Brookings Institution. Eng. Mestrallet is a graduate of the École Polytechnique, a 

Civil Aviation Engineer and former student of the École Nationale d’Administration. 

Eng. AbdulKarim bin Ali Al-Ghamdi, Board Member – Saudi Aramco Representative 

Mr. Al-Ghamdi was elected to the Board by the general meeting of the shareholders in January 2018. He has 

served on the Board since 2018. He is currently the chief executive officer of energy systems at Saudi Aramco. 

He was the budget manager and executive assistant in Petron Corporation and a member of the Strategic 

Transformation Office in Saudi Aramco. He is the chairman to the board of Al Fadhili Generation Company and 

a board member of Power and Water Utility Company (Marafiq). Mr. Al-Ghamdi obtained a Bachelor’s Degree 

in Chemical Engineering from King Fahd University of Petroleum and Minerals, Saudi Arabia and a Master’s 

Degree in Chemical Engineering from Pittsburgh University, United States of America. 

Eng. Isam bin Alwan Al-Bayat, Board Member – Independent Representative 

Eng. Al-Bayat was elected to the Board by the general meeting of the shareholders in January 2018. He has 

served on the Board since 2006. He is the vice president of the electricity division of Saudi Aramco. Eng. Al-

Bayat was also the vice president of the engineering division of Saudi Aramco. He was vice president of New 

Business Development in Saudi Aramco. He is a former president and chief executive officer of Saudi Refining 

Inc. in Houston, Texas, United States of America. Eng. Al-Bayat obtained a Bachelor’s Degree in Electrical 

Engineering from the University of Basra, Iraq in 1971 and a Master’s Degree in Electrical Engineering from 

King Fahd University of Petroleum and Minerals, Saudi Arabia in 1981.  

Mr. Obaid Al-Ojairi, Secretary to the Board 

Mr. Al-Ojairi was elected as the Secretary to the Board in January 2012 and has served on the Board since his 

election. He joined SEC in 1981, and has since held the following positions within SEC: Division Manager, 

Employees Relations in HR-Central Region; Division Manager, Manpower Development in Central Region; and 

Senior Analyst. Mr. Al-Ojairi has been a member of various committees, including the Development Committee 

of America, and Committee SEC-Central Region Cooperative Fund. Mr. Al- Ojairi obtained a Bachelor’s 

Degree in Industrial Management in 1988 and a Master’s Degree in Manpower Development in 1992 from 

Indiana State University, United States of America. He is not, and never has been, a member of the board of 

directors of any company. 

As at the date of this Prospectus, no individual member of the Board has any actual or potential conflict of 

interest between his duties to SEC and his private interests and/or other duties. The address of each member of 

the Board is the registered office of SEC. 

BOARD COMMITTEES 

Audit committee 

Based on nominations by the Board, the ordinary general assembly appoints the members of the audit 

committee, which consists of five members who are not executive members of the Board but who can be 

shareholders of SEC. The current members of the audit committee are  Dr. Abdulmalik bin Abdullah Al-Hogail 

(chairman of the committee), Eng. Isam bin Alwan AlBayat (vice-chairman of the committee), Yahya Bin Ali 

Al-Jabr, Waleed Ibraheem Shokry and Suliman Abdulaziz Al-Twijry. The audit committee is responsible for 

monitoring the financial affairs of SEC and its internal corporate governance. The audit committee reports to the 

Board and met nine times in 2017. 

Executive committee 

The executive committee is comprised of six members who are selected by the Board. The current members of 

the executive committee are H.E. Dr. Khaled bin Saleh Al Sultan (the chairman of the Committee), Eng. Gerard 

Mestrallet, Eng. AbdulKarim bin Ali Al-Ghamdi, Rashed bin Ibrahim Sharif , Mohammad bin Ibrahim 

Albulaihed and Ziyad Mohammed Al-Shiha (in his capacity as President and CEO). The executive committee is 

responsible for reviewing plans and studies in relation to the restructuring of SEC’s activities, reviewing annual 

budgets and reports, reviewing project proposals submitted by SEC’s executive management and the studies, 

plans, and financing aspects relating to them, routinely reviewing SEC’s performance against previous forecasts, 
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and looking into all matters delegated to it by the Board. The executive committee reports to the Board and 

meets once every two months in ordinary circumstances and, upon the chairman’s or President and CEO’s 

request, in emergency or extraordinary circumstances. The executive committee met eleven times in 2017. 

Remuneration, nomination and human resources committee 

The remuneration, nomination and human resources committee is comprised of four members who are selected 

by the Board. The current members of this committee are Abdulaziz bin Fahd Al Khayyal (chairman of the 

committee), Dr. Raed bin Nasser Al-Rayes, H.E. Dr. Khaled bin Saleh Al Sultan, Dr. Najm bin Abdullah Al- 

Zaid and Eng. AbdulKarim bin Ali Al-Ghamdi. The remuneration, nomination and human resources committee 

is responsible for annually reviewing the required skills for Board membership and recommending new 

membership nominations to the Board in accordance with approved policies, reviewing the Board’s 

organisational structure, ensuring that there are no conflicts of interest in the event that a Board member is also a 

board member or shareholder of another company which provides services to SEC and developing clear policies 

for the compensation and remuneration of Board members and senior executives. The committee is also 

responsible for reviewing SEC’s human resources policies and regulations, including SEC’s salary structure, 

benefits and allowances and recruitment standards and for nominating SEC’s President and CEO and vice 

presidents and appointing sector heads.  The committee reports to the Board and met eight times in 2017. 

Risk committee 

The risk committee is comprised of four members who are selected by the Board. The current members of this 

committee are Dr. Najm bin Abdullah Al-Zaid (chairman of the committee), Eng.Isam bin Alwan AlBayat, 

Dr.Abdulmalik bin Abdullah Al- Hogail, and Dr. Raed bin Nasser Al-Rayes. The risk committee is responsible 

for supervising the preparation and adoption of a suitable structure for SEC’s risk management, defining and 

adopting management tasks and preparing rules and regulations that enable the risk committee to effectively 

perform its role.  The risk committee also identifies the main risks relating to SEC’s operation, applies suitable 

systems for managing risks, sets policies and takes decisions relating to matters of financial or other risks and 

informs the Board of the risks facing SEC’s operation. The risk committee conducts a periodic review of 

performance quality, safety and the effectiveness of risk management and ensures that the strategy of SEC 

includes defining and understanding the main risks the company may face as it strives to achieve its goals 

through strategies and work plans. The risk committee met five times in 2017. 

EXECUTIVE MANAGEMENT 

The table below sets out details of SEC’s executive management team.  

 

Name Title 

Engineer Ziyad bin Mohammed Al-Shiha ....................  President and CEO 

Engineer Laith bin Ahmad Albassam ...........................  CEO of National Grid Company 

Mr. Osama bin Abdulwahab Khawandanah .................  CEO of Saudi Company for Power Purchase 

Dr. Ahmed bin Abbas Sindi..........................................  CEO of Dawiyat Telecom Company 

Engineer Khalid bin Saad Al-Rashed ...........................  CEO of Saudi Electricity for Projects Development 

Company  

Engineer Khalid bin Abdulrahman Al-Tuaimi .............  Executive Vice President – Generation 

Engineer Khaled Bin Hamad Al-Gnoon .......................  Executive Vice President – Distribution and Customer 

Services 

Mr. Fahad bin Hussein Al-Sudairi ................................  Executive Vice President – Finance, Planning and 

Performance Monitoring (Chief Financial Officer) 

Mr. Abdulrahman bin Mohammed Al-Obayed ............  Senior Vice President – Human Resources 

Mr. Faisal bin Mohammed Al-Lazzam .........................  Senior Vice President – Legal Affairs 

Mr. Humoud bin Awdah Al-Onizi ................................  Senior Vice President – Communications and Public 

Relations 

Mr. Sulaiman bin Ibrhahim Al-Hubaishi ......................  Senior Vice President – Supply Chain 

Engineer Ayesh Ayesh Al-Shammari ...........................  Senior Vice President – General Services 

Mr. Abdul Wahab bin Hamza bin Saad  .......................  General Auditor, Internal Auditing 

As at the date of this Prospectus, there are no potential or actual conflicts of interest between the private 

interests and other duties of executive management listed above and their duties to SEC. 
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Engineer Ziyad bin Mohammed Al-Shiha, President and CEO 

Engineer Al-Shiha was appointed as President and CEO of SEC on 1 January 2014. He had previously been 

appointed to the Board by the general meeting of the shareholders held in January 2012 as the representative of 

Saudi Aramco, before being replaced in that position by Engineer Abdul Hamid ibn Ahmad Al-Omair in 2013. 

He joined Saudi Aramco in 1984, a management trainee in pipelines. He joined Saudi Aramco’s professional 

development programme as an engineer in 1988 and has held a number of executive positions within Saudi 

Aramco, including Manager of New Business Development, Manager of Public Relations, and Manager of 

Facilities Planning. He also held the position of Vice President, General Planning at one of Saudi Aramco’s 

international joint ventures in the Republic of the Philippines.  Engineer Al-Shiha obtained a Bachelor’s Degree 

in Electrical Engineering from King Fahd University of Petroleum & Minerals, Saudi Arabia in 1988 and a 

Master’s Degree in Electrical Engineering (Control Systems) from Rice University, United States of America in 

1991. 

Engineer Laith bin Ahmad Albassam - CEO of National Grid Company 

Engineer Albassam is the CEO of National Grid Company. He previously was the Vice President of Planning in 

the National Grid Company. Engineer Albassam also previously worked with SEC as the operation planning 

and control systems manager, service performance and quality assurance manager, the manager of grid planning 

department. He holds a Bachelor’s Degree in Electrical Engineering from King Saud University.  

Mr. Osama bin Abdulwahab Khawandanah - CEO of Saudi Company for Power Purchase 

Mr. Khawandanah is the Senior Vice President of Energy, trading and Ventures. He previously held a position 

at SEC as the Senior Vice President of Energy and Partnership. Mr. Khawandanah was a Member of the Board 

of Directors of Saudi Energy Procurement Company and he was the Chairman of the Board of Directors of 

Saudi Green Company for Carbon Services. He obtained his Masters in Accounting from Ball State University 

in the US and his Masters in Accounting from San Diego State University.  

Dr. Ahmed bin Abas Sindi – CEO of Dawiyat Telecom Company 

Dr. Sindi is the CEO of Dawiyat Telecom Company. Previously, Dr. Sindi worked as the CEO of Saudi Arabian 

Trading & Construction Company, the CEO of Etihad Atheeb Telecommunications Company, CEO of Mekkah 

Telecom Company, the deputy governor of IT at the Communications and Information Technology 

Commission, and the CEO of Globalstar Saudi Arabia Company. He has also been a director of the Saudi 

Industrial Property Authority. He holds a PhD in Industrial and Operational Engineering from Ann-Arbor 

Michigan University, United States of America. 

Mr. Khalid Al-Rashed, CEO of Saudi Electricity for Projects Development Company 

Mr. Al-Rashed is the CEO of Saudi Electricity for Projects Development Company. He has previously held 

positions as Executive Vice President, Engineering and Projects, and head of Engineering and Generation 

Projects at SEC. Mr. Al-Rashed worked at ABB Company for eleven years ending in 2005 where he held his 

position at SEC to our current day. He obtained his Bachelors in Electrical Engineering.  

Engineer Khalid bin Abdulrahman Al-Tuaimi, Executive Vice President – Generation 

Engineer Al-Tuaimi is the Executive Vice President, Generation. He previously held a position at SEC as the 

head of the eastern sector, Generation. Engineer Al-Tuaimi was the Director of Network Operations, Qariah 

power station and Ghizlan power station. He obtained his masters in Electrical Engineering from Portland 

University, United States of America.  

Engineer Khaled Bin Hamad Al-Gnoon, Executive Vice President – Distribution and Customer Services  

Engineer Al-Gnoon is the Executive Vice President, Distribution and Customer Services.  Engineer Al-Gnoon 

has previously held positions as the Executive Director of the Central Sector for Distribution and Customer 

Services and the Electricity Department Manager (Hail Department) at SEC, and has worked as the head of 

several divisions in the Hail Electricity Department at SEC. He obtained his Bachelor of Electrical Engineering 

from the King Fahd University of Petroleum and Minerals in 1987, and received his MBA in 1995. 
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Mr. Fahad bin Hussein Al-Sudairi, Executive Vice President – Finance, Planning and Performance Monitoring 

(Chief Financial Officer) 

 Mr. Al-Sudairi is the Executive Vice President, Finance, Planning and Performance Monitoring and is the Chief 

Financial Officer. He previously held a position at SEC as the head of Treasury. Mr. Al-Sudairi was the Senior 

Accountant at SEC. He obtained his Bachelors in Accounting from the University of North Dakota, United 

States of America.  

Mr. Abdulrahman bin Mohammed. Al-Obayed, Senior Vice President – Human Resources 

Mr. Al-Obayed is SEC’s acting Senior Vice President of Human Resources. He is responsible for Organization 

and Human Resource Planning, Human Resource Development, and Human Resource Services. He joined 

Saudi Consolidated Electric Company in 1992 as a Material Forecaster in the Materials Management 

Department and was subsequently promoted to the position of Department Manager of Change Management 

and Continuous Improvement. Before assuming the role of acting Senior Vice President of Human Resources, 

Mr. Al-Obayed the Executive Director of Organization and Human Resource Planning. Mr. Al-Obayed obtained 

a Bachelor’s Degree in Public Administration in 1993 from the College of Administration at King Saud 

University, Saudi Arabia, and is a member of the Saudi Society of Management, the Gulf Society of Project 

Management and the Saudi Counsel of Quality. Mr. Al-Obayed also obtained a Master’s Degree in Advanced 

Human Resource Management from the Ross Business School at the University of Michigan, United States of 

America. 

Mr. Faisal bin Mohammed Al-Lazzam, Senior Vice President – Legal Affairs 

 Mr. Al-Lazzam is the Senior Vice President of Legal Affairs. He previously held a position at SEC as the Vice 

President of Insurance Operations. Mr. Al-Lazzam was the Vice President and Relationship Manager at Mobily 

and the Marketing Manager at Kingdom. He obtained his Masters from both King Saud University and 

University of Hull, United Kingdom.  

Mr. Humoud bin Awdah Al-Onizi- Senior Vice President – Communications and Public Relations 

Mr. Al-Onizi is the Senior Vice President of Communications and Public Relations at SEC. Prior to that, he was 

a Senior Vice President at SEC . He worked as the Vice President and Relations General Manager at Etihad 

Etisalat Company (Mobily) and Marketing Manager at Kingdom Holding Company . He holds a Master’s 

Degree from King Saud University in Saudi Arabia and from Hull University in the United Kingdom and a 

Bachelor’s Degree from Imam Muhammad ibn Saud Islamic University. 

Mr. Sulaiman bin Ibrhahim Al-Hubaishi, Senior Vice President – Supply Chain  

Mr. Al-Hubaishi is the Senior Vice President of Supply Chain. He previously held a position at the Head of 

Materials Section. Mr. Al-Hubaishi has been working at SEC since 1985 till our current day. He was a Member 

of the Board of Directors of the Saudi Electricity Company For the development of projects. He obtained his 

Bachelors in Industrial Management from King Fahd University of Petroleum and Minerals. Mr. Osama bin 

Abdulwahab Khawandanah, Senior Vice President – Energy, Trading and Ventures 

Engineer Ayesh Ayesh Al-Shammari, Senior Vice President – General Services 

Engineer Al-Shammari is the Senior Vice President for General Services. He previously held a position at SEC 

as the Executive Vice President of Generation. He obtained his Bachelors in Electrical Engineering from the 

University of Wisconsin, United States of America. Mr. Humoud bin Awdah Al-Ghubaini, Senior Vice 

President – Communications and Public Relations. 

Mr. Abdul Wahab bin Hamza bin Saad  – Internal Auditor 

Mr. Saad is the internal auditor at SEC. He was the head of the department of companies audit auditing at SEC. 

He also previously worked at the Saudi Telecom Company and the General Social Insurance Organization. He 

holds a Bachelor’s Degree in Accounting from King Saud University, Saudi Arabia. 

APPOINTMENT OF DIRECTORS AND PRESIDENT AND CEO 

The representatives of the PIF on the Board of SEC are initially nominated by the PIF and thereafter elected by 

the general meeting of the shareholders, normally for a period of three years.  The representative of Saudi 

Aramco is nominated by Saudi Aramco and thereafter elected by the general meeting of the shareholders, 
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normally for a period of three years.  As at the date of this Prospectus, no members of the Board have, or have 

had, any related party contracts with SEC. 

The President and CEO is appointed by the Board, which also determines his remuneration and the terms of his 

appointment.  The current President and CEO was appointed by the Board on 18 August 2013 by Board 

resolution no. 1-119-2013, and assumed office on 1 January 2014.   

The current Chief Financial Officer is Mr. Fahad bin Hussein Al-Sudairi. 

EMPLOYEES 

As at 30 June 2018, the SEC Group had a workforce of 34,925, of which 91.09 per cent. are Saudi Arabian 

nationals. 

The following table sets out the SEC Group’s employees by category of activity as at 30 June 2018. 

 

Position 

Number of 

employees 

Senior-level executive positions  ...............................................................................................  52 

Mid-level manager positions  ....................................................................................................  190 

Other positions  ..........................................................................................................................  34,683 

Total positions  .........................................................................................................................  34,925 

For the purpose of the above table: 

Senior-level leader positions include the President and CEO, Executive Vice President, Senior Vice President 

and Executive Directors; 

Mid-level manager positions include all Managers, Section Heads and Superintendents; and 

Other positions include any job title not in Senior-level leader positions or Mid-level manager positions. 

Saudisation 

In order to increase the Saudisation level of its workforce, SEC has established numerous training centres geared 

to enhancing the skills of its Saudi Arabian employees.  

CORPORATE GOVERNANCE REGULATIONS 

SEC has implemented all of the mandatory rules of the Corporate Governance Regulations issued by the Capital 

Market Authority (the Corporate Governance Regulations). SEC has also implemented the majority of the 

advisory guidelines set out in the Corporate Governance Regulations. 

The remuneration, nomination and human resources committee has passed a resolution pursuant to which Legal 

Affairs has been assigned responsibility for preparing SEC’s corporate governance rules with the aim of 

implementing the balance of the advisory guidelines under the Corporate Governance Regulations. 

COMPENSATION OF DIRECTORS AND EXECUTIVE MANAGEMENT 

The remuneration of the members of the Board is set by a proposal made by the Board to the general meeting of 

the shareholders of SEC, which has the power to either approve or reject the Board’s proposal. For the years 

ended 2015, 2016 and 2017, the aggregate remuneration (including benefits in kind) paid to the members of the 

Board was SAR 3.06 million, SAR 3.99 million and SAR 4.63 million, respectively. 

EMPLOYEE BENEFITS  

Savings scheme 

SEC operates an elective savings scheme as an incentive for its employees and to further attract qualified Saudi 

personnel. This programme aims to motivate Saudi employees and allows them to benefit from their savings at 

retirement or at the end of their service. 
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Under the savings programme, SEC extracts a portion of the participating employee’s salary and invests it for 

the employee’s benefit in low-risk investment funds, in accordance with Islamic investment conditions. SEC 

proportionally matches each employee’s contribution on a sliding scale based on years of membership in the 

savings scheme and fully matches the employee’s monthly contribution once the employee has participated in 

the savings scheme for ten years. 

Loans scheme 

SEC provides its Saudi employees with loans as part of a Shari’ah-compliant (murabaha) financing programme 

which enables employees to own, construct or continue the construction of accommodation. Such financing is 

provided for an amount of up to SAR 1.2 million and with a term of up to twenty years. SEC contributes by 

bearing 70 per cent. of the costs of such financing, with such contribution ending upon the termination of the 

employee’s service, for whatever reason that may be.  

During 2017, 235 employees benefitted from this scheme. 
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TERMS AND CONDITIONS OF THE 2024 CERTIFICATES 

The following are the Terms and Conditions of the 2024 Certificates which (subject to modification and except 

for the text in italics) will be endorsed on the Global Certificate (as defined below) in respect of the 2024 

Certificates and each 2024 Certificate in definitive form (if issued). 

Each of the U.S.$800,000,000 Certificates due 2024 (the Certificates, which expression shall in these 

Conditions, unless the context otherwise requires, include any further certificates issued pursuant to Condition 

19 and forming a single series with the Certificates) is issued by Saudi Electricity SUKUK Company 4 (in its 

capacity as issuer, the Issuer) and represents an undivided beneficial ownership interest in the Trust Assets (as 

defined below) held on trust (the Trust) for the holders of such Certificates pursuant to a declaration of trust 

(the Declaration of Trust) dated 27 September 2018 (the Closing Date) made between Saudi Electricity 

SUKUK Company 4 (in its capacity as trustee, the Trustee), HSBC Corporate Trustee Company (UK) Limited 

as the Trustee’s delegate (the Delegate) and Saudi Electricity Company (SEC). 

Payments relating to the Certificates will be made pursuant to an agency agreement dated the Closing Date 

(the Agency Agreement) made between the Trustee, the Delegate, SEC and HSBC Bank plc as principal paying 

agent (in such capacity, the Principal Paying Agent and, together with any further or other paying agents 

appointed from time to time in respect of the Certificates, the Paying Agents), as replacement agent (together 

with any further or other replacement agents appointed from time to time in respect of the Certificates, in such 

capacity, the Replacement Agent), as transfer agent (in such capacity, a Transfer Agent, and, together with 

any further or other transfer agents appointed from time to time in respect of the Certificates, the Transfer 

Agents) and as registrar (the Registrar). The Paying Agents, the Registrar, the Transfer Agents and the 

Replacement Agent are together referred to in these Conditions as the Agents. References to the Agents or any 

of them shall include their successors. 

The Certificateholders (as defined below) are entitled to the benefit of, are bound by, and are deemed to have 

notice of the Transaction Documents (as defined below) (copies of which are available for inspection during 

normal business hours at the specified offices of the Paying Agents). 

The statements in these Conditions include summaries of, and are subject to, the detailed provisions of the 

Transaction Documents. In these Conditions, words and expressions defined and rules of construction and 

interpretation set out in the Declaration of Trust shall, unless defined herein or the context otherwise requires, 

have the same meanings herein. In the event of any inconsistency between any such document, these Conditions 

will prevail. 

Each initial Certificateholder, by its acquisition and holding of its interest in a Certificate, shall be deemed to 

authorise and direct the Trustee, on behalf of the Certificateholders: (a) to apply the sums paid by it in respect of 

its Certificate in acquiring the Trust Assets; and (b) to enter into each Transaction Document to which it is a 

party, subject to the provisions of the Declaration of Trust and these Conditions. 

1. DEFINITIONS AND INTERPRETATION 

Words and expressions defined in the Declaration of Trust and the Agency Agreement shall have the 

same meanings where used in these Conditions unless the context otherwise requires. In addition, in 

these Conditions the following expressions have the following meanings: 

2028 Certificate Transaction Documents means the Purchase Agreement, the Ijara Agreement, the 

Servicing Agency Agreement, the Purchase Undertaking, the Sale Undertaking, the Substitution 

Undertaking, any Sale Agreement and any Substitution Transfer Agreement relating to the 2028 

Certificates; 

2028 Certificate Trust means the trust in respect of the 2028 Certificates declared pursuant to the 

Declaration of Trust; 

2028 Certificate Trust Assets means the assets of the 2028 Certificate Trust; 

2028 Certificateholders means the holders of the 2028 Certificates; 
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2028 Certificates means the U.S.$1,200,000,000 Certificates due 2028 issued by the Issuer; 

Additional Dissolution Distribution Amount has the meaning given to it in Condition 8.3; 

Additional Ijara Period has the meaning given to it in the Ijara Agreement; 

Additional Rental Amount means the amount of rental payable for the period from (and including) 

the date on which any Dissolution Distribution Amount falls due to (but excluding) the date on which 

such Dissolution Distribution Amount is actually paid; 

Asset Exercise Notice has the meaning given to it in the Purchase Undertaking and the Sale 

Undertaking; 

Asset Redemption Date has the meaning given to it in the Sale Undertaking; Asset Redemption 

Notice has the meaning given to it in the Sale Undertaking; Authorised Denomination(s) has the 

meaning given to it in Condition 2.1; 

Bankruptcy Law means the Bankruptcy Law issued pursuant to Royal Decree no. M/50 dated 

28/05/1439H (corresponding to 14/02/2018G) and its implementing regulations issued pursuant to the 

Council of Ministers Resolution No. 622 dated 24/12/1439H (corresponding to 4/09/2018G) and 

published in the official gazette on 30/12/1439H (corresponding to on 10/09/2018G) as amended, 

supplemented or restated from time to time; 

Cancellation Notice means a cancellation notice in substantially the form of Schedule 5 to the 

Declaration of Trust; 

Certificate means each certificate represented by the Global Certificate as described in Condition 2.1; 

Certificateholders means the several Persons in whose names the Certificates are registered in the 

Register save that, for so long as the Certificates or any part of them are represented by a Global 

Certificate held on behalf of Euroclear and Clearstream, each Person (other than another clearing 

system) who has for the time being a particular aggregate face amount of such Certificates credited to 

his securities account in the records of Clearstream or Euroclear shall be deemed to be the 

Certificateholder in respect of the aggregate face amount of such Certificates for the purposes hereof 

other than for the purpose of payments in respect thereof, the right to which shall be vested, as against 

the Trustee, solely in the registered holder of such Global Certificate in accordance with and subject to 

the terms of the Global Certificate, and the expressions holder and holder of Certificates and related 

expressions shall (where appropriate) be construed accordingly; 

a Change of Control shall occur if at any time: 

(a) the Government of the Kingdom of Saudi Arabia or any department or authority of the 

Government of the Kingdom of Saudi Arabia ceases to own, directly or indirectly, more than 

50 per cent. of the issued share capital of SEC or to control, directly or indirectly, SEC; or 

(b) SEC ceases to own, directly or indirectly, more than 50 per cent. of the issued share capital of 

each Principal Subsidiary or to control, directly or indirectly, each Principal Subsidiary; 

Change of Control Exercise Notice has the meaning given to it in Condition 10.3; 

Change of Control Notice has the meaning given to it in Condition 10.3; 

Change of Control Put Option has the meaning given to it in Condition 10.3; 

Change of Control Put Option Date has the meaning given to it in Condition 10.3; 

Change of Control Put Period has the meaning given to it in Condition 10.3; 

Clearstream means Clearstream Banking S.A.; 

Conditions means these terms and conditions of the Certificates; 

control means the power to appoint and/or remove all or the majority of the members of the board of 

directors or other governing body of a Person or to control or have the power to control the affairs and 
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policies of that Person, whether through the ownership of share capital, the possession of voting power, 

contract, trust or otherwise; 

Dispute has the meaning given to it in Condition 22.2; 

Dissolution Date means, as the case may be: 

(a) the Scheduled Dissolution Date; 

(b) the Tax Redemption Date; 

(c) any Change of Control Put Option Date on which the outstanding Certificates are redeemed in 

full; 

(d) any Dissolution Event Redemption Date; and 

(e) any date on which the Certificates are redeemed in accordance with the provisions of 

Condition 10.5; 

Dissolution Distribution Amount means, in relation to each Certificate, the sum of: 

(a) the outstanding face amount of such Certificate; 

(b) any accrued but unpaid Periodic Distribution Amounts relating to such Certificates (other than 

any Additional Dissolution Distribution Amount); and 

(c) any accrued but unpaid Additional Dissolution Distribution Amount relating to such 

Certificate; 

Dissolution Event has the meaning given to it in Condition 14; 

Dissolution Event Redemption Date has the meaning given to it in Condition 14; 

Dissolution Request has the meaning given to it in Condition 14; 

Encumbrance means any lien, pledge, mortgage, security interest, deed of trust, charge or other 

encumbrance or arrangement having a similar effect; 

Euroclear means Euroclear Bank SA/NV; 

Exercise Price has the meaning given to it in the Purchase Undertaking and the Sale Undertaking; 

Extraordinary Resolution has the meaning given to it in Schedule 4 of the Declaration of Trust; 

Face Amount means, at any time, the aggregate face amount of the Certificates then outstanding; 

Global Certificate means the trust certificate in global form issued by the Trustee representing the 

Certificates; 

Ijara means the Ijara lease created pursuant to the Ijara Agreement; 

Ijara Agreement has the meaning given to it in Condition 6.1; 

Ijara Assets has the meaning given to it in Condition 6.1; 

Indebtedness means any indebtedness or guarantee or indemnity in respect of indebtedness for monies 

borrowed or raised (whether or not evidenced by bonds, debentures, notes or other instruments and 

including any obligations incurred in respect of Islamic financing arrangements); 

Insurance Coverage Amount means an amount equal to the full reinstatement value of the Ijara 

Assets, which shall not be less than the aggregate Face Amount; 

Joint Venture Company means an entity which is, at any particular time, jointly controlled (whether 

directly or indirectly) by SEC and any other Person or Persons; 

LCIA has the meaning given to it in Condition 22.2; 

Lessee has the meaning given to it in Condition 6.1; 
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Lessor has the meaning given to it in Condition 6.1; 

Liability means any loss, damage, cost (excluding any cost of funding), charge, claim, demand, 

expense, judgment, action, proceeding or other liability whatsoever (including, without limitation in 

respect of Taxes) and including any value added tax or similar tax charged or chargeable in respect 

thereof and legal or other fees and expenses on a full indemnity basis and references to Liabilities shall 

mean all of these; 

Material Subsidiary means, at any relevant time, a Subsidiary of SEC: 

(a) whose gross revenues (consolidated in the case of a Subsidiary which itself has Subsidiaries) 

or whose total assets (consolidated in the case of a Subsidiary which itself has Subsidiaries) 

represent in each case (or, in the case of a Subsidiary acquired after the end of the financial 

period to which the then latest audited consolidated accounts of SEC and its Subsidiaries 

relate, are equal to) not less than 10 per cent. of the consolidated gross revenues of SEC, or, as 

the case may be, consolidated total assets, of SEC and its Subsidiaries taken as a whole, all as 

calculated respectively by reference to the then latest audited accounts (consolidated or, as the 

case may be, unconsolidated) of such Subsidiary and the then latest audited consolidated 

accounts of SEC and its Subsidiaries, provided that in the case of a Subsidiary of SEC 

acquired after the end of the financial period to which the then latest audited consolidated 

accounts of SEC and its Subsidiaries relate, the reference to the then latest audited 

consolidated accounts of SEC and its Subsidiaries for the purposes of the calculation above 

shall, until consolidated accounts for the financial period in which the acquisition is made 

have been prepared and audited as aforesaid, be deemed to be a reference to such first-

mentioned accounts as if such Subsidiary had been shown in such accounts by reference to its 

then latest relevant audited accounts, adjusted as deemed appropriate by SEC; 

(b) to which is transferred the whole or substantially the whole of the undertaking and assets of a 

Subsidiary of SEC which immediately prior to such transfer is a Material Subsidiary, provided 

that the transferor Subsidiary shall upon such transfer forthwith cease to be a Material 

Subsidiary and the transferee Subsidiary shall cease to be a Material Subsidiary pursuant to 

this Subparagraph (b) on the date on which the consolidated accounts of SEC and its 

Subsidiaries for the financial period current at the date of such transfer have been prepared 

and audited as aforesaid but so that such transferor Subsidiary or such transferee Subsidiary 

may be a Material Subsidiary on or at any time after the date on which such consolidated 

accounts have been prepared and audited as aforesaid by virtue of the provisions of 

Subparagraph (a) above or, prior to or after such date, by virtue of any other applicable 

provision of this definition; or 

(c) to which is transferred an undertaking or assets which, taken together with the undertaking or 

assets of the transferee Subsidiary, generated (or, in the case of the transferee Subsidiary being 

acquired after the end of the financial period to which the then latest audited consolidated 

accounts of SEC and its Subsidiaries relate, generate gross revenues equal to) not less than 10 

per cent. of the consolidated gross revenues of SEC, or represent (or, in the case aforesaid, are 

equal to) not less than 10 per cent. of the consolidated total assets of SEC and its Subsidiaries 

taken as a whole, all as calculated as referred to in Subparagraph (a) above, provided that the 

transferor Subsidiary (if a Material Subsidiary) shall upon such transfer forthwith cease to be a 

Material Subsidiary unless immediately following such transfer its undertaking and assets 

generate (or, in the case aforesaid, generate gross revenues equal to) not less than 10 per cent. 

of the consolidated gross revenues of SEC, or its assets represent (or, in the case aforesaid, are 

equal to) not less than 10 per cent. of the consolidated total assets of SEC and its Subsidiaries 

taken as a whole, all as calculated as referred to in Subparagraph (a) above, and the transferee 

Subsidiary shall cease to be a Material Subsidiary pursuant to this Subparagraph (c) on the 

date on which the consolidated accounts of SEC and its Subsidiaries for the financial period 

current at the date of such transfer have been prepared and audited but so that such transferor 

Subsidiary or such transferee Subsidiary may be a Material Subsidiary on or at any time after 
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the date on which such consolidated accounts have been prepared and audited as aforesaid by 

virtue of the provisions of Subparagraph (a) above or, prior to or after such date, by virtue of 

any other applicable provision of this definition, 

all as more particularly defined in the Declaration of Trust; 

New Ijara Assets has the meaning given to it in Condition 6.1; 

Non-recourse Financing means any indebtedness where: 

(a) any Security Interest created by SEC or a Subsidiary in respect of such indebtedness is limited 

solely to specific property; 

(b) the relevant creditors in respect of such indebtedness expressly agree to limit their recourse to 

such property and the revenues derived from such property or, in the case of any such 

indebtedness for the financing of all or part of the costs of the acquisition, construction or 

development of any project, to the project financed and the revenues derived from such 

project as the sole source of repayment in respect of such indebtedness; and 

(c) there is no other recourse to SEC or any Subsidiary in respect of any default by any Person in 

respect of such indebtedness; 

Payment Business Day means a day on which commercial banks and foreign exchange markets settle 

payments and are open for general business (including dealing in foreign exchange and foreign 

currency deposits) in London and New York and, in the case of presentation of a Certificate, in the 

place of the specified office of the Registrar or relevant Paying Agent, to whom the relevant Certificate 

is presented; 

Periodic Distribution Amount means an amount representing a defined share of the Rental paid by 

the Lessee to the Lessor in accordance with Condition 8.1; 

Periodic Distribution Date means 27 January and 27 July in each year, commencing on 27 January 

2019, and subject to these Conditions, ending on 27 January 2024; 

Periodic Distribution Period means the period from (and including) a Periodic Distribution Date (or, 

in the case of the first Periodic Distribution Period, from, and including, the Closing Date) to (but 

excluding) the next (or, in the case of the first Periodic Distribution Date, first) Periodic Distribution 

Date; 

Permitted Reorganisation means any amalgamation, reorganisation, restructuring, merger, 

consolidation or similar arrangement, whereby the assets or undertakings of SEC or any Material 

Subsidiary are transferred to or otherwise vested in SEC or any other Material Subsidiary or the terms 

of which are approved by an Extraordinary Resolution; 

Permitted Security Interest means: 

(a) any Security Interest on assets or property existing at the time SEC or any Subsidiary acquired 

such assets or property provided that such Security Interest was not created in contemplation 

of such acquisition; 

(b) any Security Interest securing Relevant Indebtedness of a Person existing at the time that such 

Person is merged into or consolidated with SEC or a Subsidiary provided that such Security 

Interest was not created in contemplation of such merger or consolidation and does not extend 

to any other assets or property of SEC or any Subsidiary; 

(c) any Security Interest created to secure a Non-recourse Financing; 

(d) any Security Interest incurred in connection with a Securitisation provided that the aggregate 

Relevant Indebtedness incurred in connection with such Securitisations shall not exceed at any 

time 15 per cent. of the consolidated total assets of SEC and its Subsidiaries, as shown in the 

Relevant Accounts; and 
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(e) any renewal of or substitution for any Security Interest permitted by any of the preceding 

subclauses (a) through (d), provided that with respect to any such Security Interest, the 

principal amount secured has not increased and the Security Interest has not been extended to 

any additional property (other than the proceeds of such property); 

Person means any individual, company, corporation, firm, partnership, joint venture, association, 

organisation, state or agency of a state or other entity, whether or not having separate legal personality; 

Potential Dissolution Event means any condition, event or act which, with the giving of notice, lapse 

of time, declaration, demand, determination or fulfilment of any other applicable condition (or any 

combination of the foregoing), would constitute a Dissolution Event; 

Principal Subsidiary means any Subsidiary of SEC to which all or a substantial part of SEC’s 

electricity generation, transmission or distribution assets are transferred, subject, in the case of any 

Ijara Assets, to the Ijara Agreement; 

Proceedings has the meaning given to it in Condition 22.3; 

Purchase Agreement has the meaning given to it in Condition 6.1; 

Purchase Undertaking has the meaning given to it in Condition 6.1; 

Record Date means, in the case of the payment of a Periodic Distribution Amount or the Dissolution 

Distribution Amount on the Scheduled Dissolution Date (as the case may be), the date falling on the 

15th day before the relevant Periodic Distribution Date or the Scheduled Dissolution Date (as the case 

may be) and, in the case of the payment of any other Dissolution Distribution Amount, the date falling 

two Payment Business Days before the relevant Dissolution Date or other due date for payment of such 

amount; 

Redemption Ijara Assets means the Ijara Assets leased by the Trustee to the Lessee pursuant to the 

Ijara Agreement to be transferred back to SEC in accordance with the Sale Undertaking; 

Register has the meaning given to it in Condition 2.1; 

Relevant Accounts means, at any time, the most recently available audited consolidated financial 

statements of SEC; 

Relevant Indebtedness means any indebtedness which is in the form of, or represented or evidenced 

by, bonds, notes, debentures, loan stock or other securities which for the time being are, or are intended 

to be, or are capable of being, quoted, listed or dealt in or traded on any stock exchange or over-the-

counter or other securities market; 

Relevant Sukuk Obligation means any Sukuk Obligation where the trust certificates or other 

instruments, as the case may be, are, or are intended to be, or are capable of being, quoted, listed or 

dealt in or traded on any stock exchange or over-the-counter or other securities market; 

Renewal Notice has the meaning given to it in the Ijara Agreement; 

Rental has the meaning given to it in the Ijara Agreement; 

Rules has the meaning given to it in Condition 22.2; 

Sale Agreement means any sale agreement entered into in connection with any Purchase Undertaking 

or Sale Undertaking; 

Sale Undertaking has the meaning given to it in Condition 6.1; 

Securities Act means the Securities Act of 1933, as amended; 

Scheduled Dissolution Date means 27 January 2024; 

SEC Event has the meaning given to it in Condition 14; Security Interest has the meaning given to it in 

Condition 5; 
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Seller has the meaning given to it in Condition 6.1; 

Service Charge Amount has the meaning given to it in the Servicing Agency Agreement; 

Servicing Agency Agreement has the meaning given to it in Condition 6.1; 

Servicing Agent has the meaning given to it in Condition 6.1; 

Securitisation means any securitisation of existing or future property and/or revenues, provided that: 

(a) any Security Interest created by SEC or a Subsidiary in connection therewith is limited solely 

to the property and/or revenues which are the subject of the securitisation 

(b) each Person participating in such securitisation expressly agrees to limit its recourse to the 

property and/or revenues so securitised as the principal source of repayment for the money 

advanced or payment of any other liability; and 

(c) there is no other recourse to SEC or any Subsidiary in respect of any default by any person 

under the securitisation; 

Subsidiary means in relation to SEC, at any particular time, any Person other than a Joint Venture 

Company: 

(a) which is then under the control, directly or indirectly, of SEC; or 

(b) more than 50 per cent. of the issued share capital or ownership or other equity interests of 

which is then beneficially owned, directly or indirectly, by SEC; 

Substituted Ijara Assets has the meaning given to it in Condition 6.1; 

Substitution Transfer Agreement has the meaning given to it in Condition 6.1; 

Substitution Undertaking has the meaning given to it in Condition 6.1; 

Sukuk Obligation means any undertaking or other obligation to pay any money given in connection 

with the issue of trust certificates or other instruments issued in connection with any Islamic financing 

arrangements, whether or not in return for consideration of any kind; 

Tax Redemption Date has the meaning given to it in Condition 10.2; 

Taxes has the meaning given to it in Condition 11; 

Total Loss Event has the meaning given to it in Condition 10.5; 

Total Loss Shortfall Amount has the meaning given to it in Condition 6.1; 

Transaction Account has the meaning given to it in Condition 6.1; 

Transaction Documents means the Subscription Agreement, the Declaration of Trust, the Agency 

Agreement, the Purchase Agreement, the Ijara Agreement, the Servicing Agency Agreement, any 

Supplemental Purchase Agreement, any Declaration of Commingling of Assets, the Purchase 

Undertaking, the Sale Undertaking, the Substitution Undertaking, any Sale Agreement and any 

Substitution Transfer Agreement; and 

Trust Assets has the meaning given to it in Condition 6.1. 

2. FORM, DENOMINATION AND TITLE 

2.1 Form and Denomination 

The Certificates are issued in registered form in face amounts of U.S.$200,000 and integral multiples 

of U.S.$1,000 in excess thereof (each an Authorised Denomination). A Certificate will be issued to 

each Certificateholder in respect of its registered holding of Certificates. Each Certificate will be 

numbered serially with an identifying number which will be recorded on the relevant Certificate and in 

the register of Certificateholders (the Register), which the Issuer will cause to be kept by the Registrar 
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outside the Cayman Islands and the United Kingdom in accordance with the provisions of the Agency 

Agreement. 

Upon issue, the Certificates will be represented by beneficial interests in the Global Certificate, in 

registered form, without coupons attached, which will be deposited with, and registered in the name of 

a nominee of, a common depositary for Euroclear and Clearstream. 

Certificates represented by the Global Certificate will be transferable only in accordance with the rules 

and procedures for the time being of Euroclear and Clearstream. 

2.2 Title 

Title to the Certificates passes only by registration in the Register. The registered holder of any 

Certificate will (except as otherwise required by law) be treated as the absolute owner of the 

Certificates represented by the Certificate for all purposes (whether or not any payment thereon is 

overdue and regardless of any notice of ownership, trust or any interest or any writing on, or the theft 

or loss of, the Certificate) and no Person will be liable for so treating the holder of any Certificate. The 

registered holder of a Certificate will be recognised by the Issuer as entitled to his Certificate free from 

any equity, set-off or counterclaim on the part of the Issuer against the original or any intermediate 

holder of such Certificate. 

The Issuer and the Delegate may call for and shall be at liberty to accept and place full reliance on (as 

sufficient evidence thereof and shall not be liable to any Certificateholder by reason only of either 

having accepted as valid or not having rejected) an original Certificate or for so long as the Certificates 

are represented by the Global Certificate, a letter of confirmation purporting to be signed on behalf of 

Euroclear or Clearstream or any other relevant clearing system to the effect that at any particular time 

or throughout any particular period any particular Person is, was or will be shown in its records as 

having a particular aggregate face amount of Certificates credited to his securities account. 

3. TRANSFERS OF CERTIFICATES 

3.1 Transfers 

Subject to Conditions 3.4 and 3.5, a Certificate may be transferred in an Authorised Denomination by 

depositing the Certificate, with the form of transfer on the back duly completed and signed, at the 

specified office of any of the Transfer Agents. 

Transfer of interests in the Certificates represented by a Global Certificate will be effected in 

accordance with the rules of the relevant clearing system through which the interest is held. 

3.2 Delivery of New Certificates 

Each new Certificate to be issued upon any transfer of Certificates will, within five business days of 

receipt by the relevant Transfer Agent of the duly completed form of transfer endorsed on the relevant 

Certificate (or such longer period as may be required to comply with any applicable fiscal or other laws 

or regulations), be delivered at the specified office of the relevant Transfer Agent or be mailed by 

uninsured mail at the risk of the holder entitled to the Certificate to the address specified in the form of 

transfer. For the purposes of this Condition, business day shall mean a day on which banks are open 

for business in the city in which the specified office of the Transfer Agent with whom a Certificate is 

deposited in connection with a transfer is located. Where some but not all of the Certificates in respect 

of which a Certificate is issued are to be transferred, a new Certificate in respect of the Certificates not 

so transferred will, within five business days of receipt by the relevant Transfer Agent of the original 

Certificate, be delivered at the specified office of the relevant Transfer Agent or be mailed by 

uninsured mail at the risk of the holder of the Certificates not so transferred to the address of such 

holder appearing on the Register or as specified in the form of transfer. 
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3.3 Formalities Free of Charge 

Registration of any transfer of Certificates will be effected without charge by or on behalf of the Issuer 

by the Registrar or any Transfer Agent but upon payment (or the giving of such indemnity as the 

Issuer, any Transfer Agent or the Registrar may reasonably require) by the transferee in respect of any 

stamp duty, tax or other governmental charges which may be imposed in relation to such transfer. 

3.4 Closed Periods 

No Certificateholder may require the transfer of a Certificate to be registered during the period of seven 

days ending on (and including) the due date for any payment of the Dissolution Distribution Amount or 

any Periodic Distribution Amount. 

3.5 Regulations 

All transfers of Certificates and entries on the Register will be made subject to the detailed regulations 

concerning transfer of Certificates scheduled to the Declaration of Trust. A copy of the current 

regulations will be mailed (free of charge) by the Registrar to any Certificateholder who requests in 

writing a copy of such regulations. 

Each Certificateholder shall be entitled to receive, in accordance with Condition 2.1, only one 

Certificate in respect of his entire holding of Certificates. In the case of a transfer of a portion of the 

face amount of a Certificate, a new Certificate in respect of the balance of the Certificates not 

transferred will be issued to the transferor in accordance with Condition 3.2. 

4. STATUS AND LIMITED RECOURSE 

4.1 Status 

Each Certificate evidences an undivided beneficial ownership interest of the Certificateholders in the 

Trust Assets, subject to the terms of the Transaction Documents and these Conditions, and is a direct, 

unsubordinated, unsecured and limited recourse obligation of the Issuer. Each Certificate will at all 

times rank pari passu, without any preference or priority, with all other Certificates. 

4.2 Limited Recourse 

The proceeds of the Trust Assets are the sole source of payments on the Certificates. Save as provided 

in the next sentence, the Certificates do not represent an interest in or obligation of any of the Issuer or 

SEC. Accordingly, Certificateholders, by subscribing for or acquiring the Certificates, acknowledge 

that they will have no recourse to any assets of the Issuer, the Trustee (other than the Trust Assets) or 

SEC (to the extent that each of them fulfils all of its obligations under the Transaction Documents to 

which it is a party) or any director or officer of the Issuer in respect of any shortfall in the expected 

amounts from the Trust Assets to the extent the Trust Assets have been exhausted, following which all 

obligations of the Issuer and SEC shall be extinguished. 

SEC is obliged to make certain payments under the Transaction Documents to which it is a party 

directly to the Trustee (for and on behalf of the Certificateholders) or the Delegate (acting in the name 

and on behalf of the Trustee). The Trustee and the Delegate will have direct recourse against SEC to 

recover such payments. 

The net proceeds of realisation of, or enforcement with respect to, the Trust Assets may not be 

sufficient to make all payments due in respect of the Certificates. If, following distribution of such 

proceeds, there remains a shortfall in payments due under the Certificates, subject to Condition 15, no 

Certificateholder will have any claim against the Issuer (to the extent the Trust Assets have been 

exhausted) or any director or officer of the Issuer, SEC (to the extent that it fulfils all of its obligations 

under the Transaction Documents to which it is a party), any affiliate of any of the foregoing entities or 

against any assets (other than the Trust Assets to the extent not exhausted) in respect of such shortfall 

and any unsatisfied claims of Certificateholders shall be extinguished. In particular, no 

Certificateholder will be entitled to petition for, or join any other Person in instituting proceedings for, 
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the reorganisation, liquidation, winding up or receivership of the Issuer as a consequence of such 

shortfall or otherwise. 

4.3 Agreement of Certificateholders 

By purchasing Certificates, each Certificateholder is deemed to have agreed that notwithstanding 

anything to the contrary contained in these Conditions or any Transaction Document, that, in relation to 

the Certificates: 

(a) no payment of any amount whatsoever shall be made by any of the Issuer, the Trustee or the 

Delegate or any agents of the Issuer or the Trustee on its behalf except to the extent funds are 

available therefor from the Trust Assets and no recourse shall be had for the payment of any 

amount owing hereunder, whether for the payment of any fee or other amount hereunder or 

any other obligation or claim arising out of or based upon the Transaction Documents, against 

the Issuer, the Trustee, the Delegate or any agents of the Issuer or the Trustee to the extent the 

Trust Assets have been exhausted, following which all obligations of the Issuer, the Trustee, 

the Delegate and or any agents of the Issuer and the Trustee shall be extinguished; 

(b) prior to the date which is one year and one day after the date on which all amounts owing by 

the Issuer under the Transaction Documents to which it is a party have been paid in full, it will 

not institute against, or join with any other Person in instituting against, the Issuer, any 

bankruptcy, reorganisation, arrangement or liquidation proceedings or other proceedings 

under any bankruptcy or similar law; and 

(c) no recourse (whether by institution or enforcement of any legal proceedings or assessment or 

otherwise) in respect of any breaches of any duty, obligation or undertaking of the Trustee 

arising under or in connection with the Declaration of Trust or the Issuer arising under or in 

connection with the Certificates and the Conditions (as from time to time supplemented or 

modified in accordance with the provisions herein or therein contained), by virtue of any 

customary law, statute or otherwise shall be had against any shareholder, member, officer, 

agent or director of the Trustee or the Issuer in their capacity as such and any and all personal 

liability of every such shareholder, member, officer, agent or director in their capacity as such 

for any breaches by the Trustee or the Issuer of any such duty, obligation or undertaking is 

expressly waived and excluded to the extent permitted by law save in the case of wilful default 

or fraud. 

5. NEGATIVE PLEDGE 

The following restrictive covenant has been given by SEC in the Ijara Agreement. So long as any 

Certificate remains outstanding (as defined in the Declaration of Trust), SEC will not and SEC will 

procure that no Subsidiary will create, or have outstanding, any mortgage, charge, lien, pledge or other 

security interest (each a Security Interest), other than a Permitted Security Interest, upon the whole or 

any part of its present or future undertaking, assets or revenues to secure any Relevant Indebtedness or 

Relevant Sukuk Obligation, or any guarantee or indemnity in respect of any Relevant Indebtedness or 

Relevant Sukuk Obligation, without at the same time or prior thereto according to all amounts payable 

by it to the Trustee under the Transaction Documents the same security as is created or subsisting to 

secure any such Relevant Indebtedness, Relevant Sukuk Obligation, guarantee or indemnity or such 

other security as shall be approved by an Extraordinary Resolution of the Certificateholders. 

6. TRUST 

6.1 Summary of the Trust 

The Trustee has entered into a purchase agreement (the Purchase Agreement) dated the Closing Date 

with SEC (in such capacity, the Seller). Pursuant to the Purchase Agreement, the Seller has transferred 

and conveyed to the Trustee a percentage interest in the Seller’s undivided rights, title, interests, 

benefits and other entitlements in and to electricity distribution assets comprising medium and low 
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voltage power line networks connecting high-voltage transmission sub-stations to local sub-stations 

and providing electricity from local sub-stations to end users with an economic life substantially 

beyond the Scheduled Dissolution Date as described in Schedule 1 to the Purchase Agreement (the 

Ijara Assets and references to the Ijara Assets shall include the whole of the electricity distribution 

assets in which any relevant percentage interest constitutes the Ijara Assets where the context permits 

or otherwise requires) which may be substituted in accordance with the Substitution Undertaking for 

any assets (or percentage interest in such assets) the identity of which shall be determined by SEC in its 

sole discretion on the condition that the value of the substitute assets is equal to or greater than the 

value of the assets (or percentage interest in such assets) being substituted, free and clear of any 

Encumbrances. 

The Trustee (in such capacity, the Lessor) has leased the Ijara Assets, with effect from the Closing 

Date for renewable six month terms, to SEC (in such capacity, the Lessee) pursuant to an Ijara 

agreement (the Ijara Agreement) dated the Closing Date. The Lessee will pay the agreed rental 

payments in respect of the Ijara Assets in such amounts as are equal to the Periodic Distribution 

Amount due on each Periodic Distribution Date. 

If, upon dissolution of the Trust (in whole or in part) in accordance with Condition 10, the Exercise 

Price is improperly withheld or refused and no Sale Agreement is entered into, the Lessor shall deliver 

to the Lessee a Renewal Notice in accordance with the Ijara Agreement, the Ijara Assets shall remain 

in the ownership of the Lessor and the Ijara Agreement shall be deemed to be extended for a period 

from and including the date on which the Exercise Price was due, to but excluding the date on which 

the Exercise Price is paid in full in accordance with the terms of the Purchase Undertaking or, as the 

case may be, the Sale Undertaking. In such circumstances, the Lessor shall be entitled to receive as part 

of such payment on the date on which such payment is made in full the Additional Rental Amount in 

respect of such Additional Ijara Period. 

Under a servicing agency agreement (the Servicing Agency Agreement) dated the Closing Date, the 

Trustee has appointed SEC as servicing agent (in such capacity, the Servicing Agent) in respect of the 

Ijara Asset. 

Upon the occurrence of a Total Loss Event, the Certificates will be redeemed and the Trust will be 

dissolved by the Trustee on the date specified by the Trustee in accordance with Condition 10.5. The 

Certificates will be redeemed at the Dissolution Distribution Amount in accordance with Condition 

10.5 using either the proceeds of insurance payable in respect of the Total Loss Event or, if a Total 

Loss Event occurs and an amount (if any) less than the Insurance Coverage Amount is credited to the 

Transaction Account in accordance with the Servicing Agency Agreement (the difference between the 

Insurance Coverage Amount and the amount credited to the Transaction Account being the Total Loss 

Shortfall Amount), the aggregate of the insurance proceeds payable in respect of the Total Loss Event 

(if any) and the Total Loss Shortfall Amount transferred by the Servicing Agent in accordance with the 

terms of the Servicing Agency Agreement. 

SEC has entered into a purchase undertaking deed (the Purchase Undertaking) dated the Closing Date 

in favour of the Trustee pursuant to which SEC undertakes, following receipt of an Asset Exercise 

Notice from the Trustee thereunder, to purchase all of the Trustee’s interests, rights, title, benefits and 

other entitlements in and to the Ijara Assets (or the relevant Ijara Assets as identified by SEC in the 

case of a Change of Control) on the Scheduled Dissolution Date, on the Dissolution Event Redemption 

Date or on the Change of Control Put Option Date, in each case at the Dissolution Distribution 

Amount. 

The Trustee has entered into a sale undertaking deed (the Sale Undertaking) dated the Closing Date in 

favour of SEC pursuant to which the Trustee undertakes: 

(a) following receipt of an Asset Exercise Notice from SEC thereunder, to sell all of the Trustee’s 

interests, rights, title, benefits and other entitlements in and to the Ijara Assets on the Tax 

Redemption Date at the Dissolution Distribution Amount; or 
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(b) following receipt of an Asset Redemption Notice from SEC thereunder, to transfer and convey 

all of the Trustee’s interests, rights, title, benefits and other entitlements in and to the relevant 

Ijara Assets on the Asset Redemption Date against the cancellation of the relevant Certificates 

pursuant to the Declaration of Trust. 

The Trustee has entered into a substitution undertaking (the Substitution Undertaking) dated the 

Closing Date in favour of SEC pursuant to which SEC has the right to require the Trustee to transfer 

and convey all of the Trustee’s interests, rights, title, benefits and other entitlements in and to certain 

Ijara Assets (the Substituted Ijara Assets) to SEC in consideration for which SEC will transfer to the 

Trustee, by way of a substitution transfer agreement (Substitution Transfer Agreement), all its 

interests, rights, title, benefits and other entitlements in and to certain new Ijara assets (or a percentage 

interest in its undivided interest in such assets) (the New Ijara Assets). SEC will be obliged to certify 

that the value of the New Ijara Assets is equal to or greater than the value of the Substituted Ijara 

Assets. 

The Trustee will establish a transaction account (the Transaction Account) maintained in London with 

the Principal Paying Agent into which SEC will deposit all amounts due to the Trustee under the Ijara 

Agreement, the Purchase Undertaking and the Sale Undertaking, as the case may be. 

Pursuant to the Declaration of Trust, the Trustee has declared that it will hold certain assets (the Trust 

Assets), consisting of: 

(a) all of the Trustee’s rights, title, interests, benefits and other entitlements, present and future, 

in, to and under the Ijara Assets; 

(b) all of the Trustee’s rights, title, interests, benefits and other entitlements, present and future, 

in, to and under the Transaction Documents excluding any representations given to the Trustee 

by SEC pursuant to any of the Transaction Documents; 

(c) all monies standing to the credit of the Transaction Account; and 

(d) all proceeds of the foregoing, 

upon trust absolutely for the Certificateholders pro rata according to the face amount of the Certificates 

held by each Certificateholder in accordance with the Declaration of Trust and these Conditions. 

6.2 Application of Proceeds from Trust Assets 

On each Periodic Distribution Date and on any Dissolution Date, the Principal Paying Agent shall 

apply the monies standing to the credit of the Transaction Account in the following order of priority: 

(a) first, to the Delegate in respect of all amounts owing to it under the Transaction Documents in 

its capacity as Delegate; 

(b) second, to the Principal Paying Agent for application in or towards payment pari passu 

(c) and rateably of all Periodic Distribution Amounts due but unpaid; 

(d) third, only if such payment is made on a Dissolution Date, to the Principal Paying Agent for 

application in or towards payment pari passu and rateably of: 

(i) the Dissolution Distribution Amount; or 

(ii) the amount payable following a Total Loss Event, as the case may be; 

(e) fourth, only if such payment is made on a Dissolution Date, to the Servicing Agent in or 

towards payment of all outstanding Service Charge Amounts (as defined in the Servicing 

Agency Agreement); and 

(f) fifth, only if such payment is made on a Dissolution Date payment of the residual amount (if 

any) to the Trustee as an incentive payment. 
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7. COVENANTS 

The Issuer covenants that for so long as any Certificate is outstanding, it shall not (without the prior 

written consent of the Delegate): 

(a) incur any Indebtedness or give any guarantee in respect of any Indebtedness of any Person or 

issue any shares (or rights, warrants or options in respect of shares or securities convertible 

into or exchangeable for shares) except, in all cases, as contemplated in the Transaction 

Documents and the 2028 Certificate Transaction Documents; 

(b) secure any of its present or future Indebtedness by any Security Interest upon any of its 

present or future assets, properties or revenues (other than those arising by operation of law); 

(c) sell, lease, transfer, assign, participate, exchange or otherwise dispose of, or pledge, mortgage, 

hypothecate or otherwise encumber (by security interest, lien (statutory or otherwise), 

preference, priority or other security agreement or preferential arrangement of any kind or 

nature whatsoever or otherwise) (or permit such to occur or suffer such to exist), any part of 

its interests in any of the Trust Assets except pursuant to the Transaction Documents; 

(d) subject to Condition 18, amend or agree to any amendment of any Transaction Document to 

which it is a party (other than in accordance with the terms thereof) or its constitutional 

documents; 

(e) act as trustee in respect of any trust other than the Trust and the 2028 Certificate Trust or in 

respect of any parties other than the Certificateholders and the 2028 Certificateholders; 

(f) have any subsidiaries or employees; 

(g) redeem any of its shares or pay any dividend or make any other distribution to its 

shareholders; 

(h) use the proceeds of the issue of the Certificates for any purpose other than as stated in the 

Transaction Documents; 

(i) prior to the date which is one year and one day after the date on which all amounts owing by 

the Issuer under the Transaction Documents to which it is a party have been paid in full, put to 

its directors or shareholders any resolution for, or appoint any liquidator for, its winding up or 

any resolution for the commencement of any other bankruptcy or insolvency proceeding with 

respect to it; or 

(j) enter into any contract, transaction, amendment, obligation or liability other than the 

Transaction Documents and the 2028 Certificate Transaction Documents to which it is a party 

or any permitted amendment or supplement thereto or as expressly permitted or required 

thereunder or engage in any business or activity other than: 

(i) as provided for or permitted in the Transaction Documents and the 2028 Certificate 

Transaction Documents; 

(ii) the ownership, management and disposal of the Trust Assets as provided in the 

Transaction Documents and the 2028 Certificate Trust Assets as provided in the 

Transaction Documents and the 2028 Certificate Transaction Documents; and 

(iii) such other matters which are incidental thereto. 

8. PERIODIC DISTRIBUTIONS 

8.1 Periodic Distribution Amount 

Subject to Condition 6.2 and Condition 9, a Periodic Distribution Amount representing a defined share 

of the Rental paid by the Lessee to the Lessor pursuant to the Ijara Agreement in respect of the Ijara 

Assets for the Certificates will be distributed by the Trustee to the Certificateholders, pro rata to their 

respective holdings on each Periodic Distribution Date in arrear in accordance with these Conditions. 
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Other than in the case of payment of the first “Periodic Distribution Amount” on 27 January 2019, the 

“Periodic Distribution Amount” payable on each Periodic Distribution Date shall be an amount equal 

to the product of (1) 4.222 per cent. per annum and (2) the face amount of the relevant Certificate, 

divided by two. 

The first payment (for the period from and including the Closing Date to but excluding 27 January 

2019 and amounting to U.S.$14.07333 per U.S.$1,000 face amount of the relevant Certificate (with the 

result being rounded to the nearest U.S.$0.01, U.S.$0.005 being rounded upwards)) shall be made on 

27 January 2019. 

8.2 Calculation of Periodic Distribution Amounts payable other than on a Periodic Distribution Date 

If a Periodic Distribution Amount is required to be calculated in respect of a period of less than a full 

Periodic Distribution Period (the Relevant Period), it shall be calculated as an amount equal to the 

product of: 

(a) 4.222 per cent. per annum; 

(b) the face amount of the relevant Certificate; and 

(c) the number of days in such Relevant Period calculated on the basis of a year of 12 30-day 

months divided by 360 (with the result being rounded to the nearest U.S.$0.01, U.S.$0.005 

being rounded upwards). 

8.3 Cessation of Accrual 

No further amounts will be payable on any Certificate from and including its due date for redemption, 

unless default is made in payment of the Dissolution Distribution Amount in which case Periodic 

Distribution Amounts will continue to accrue in respect of the Certificates in the manner provided in 

this Condition 8 (such amount to be the Additional Dissolution Distribution Amount). 

9. PAYMENT 

9.1 Payments in Respect of Certificates 

Subject to Condition 9.2, payment of any Periodic Distribution Amount and the Dissolution 

Distribution Amount will be made by the Principal Paying Agent in U.S. dollars by wire transfer in 

same day funds to the registered account of each Certificateholder. Payments of the Dissolution 

Distribution will only be made against surrender of the relevant Certificate at the specified offices of 

any of the Paying Agents. The Dissolution Distribution Amount and each Periodic Distribution 

Amount will be paid on the due date to the holder shown on the Register at the close of business on the 

Record Date. 

For the purposes of these Conditions, a Certificateholder’s registered account means the U.S. dollar 

account maintained by or on behalf of it with a bank that processes payments in U.S. dollar, details of 

which appear on the Register at the close of business on the relevant Record Date. 

9.2 Payments subject to Applicable Laws 

Payments in respect of Certificates are subject in all cases to any fiscal or other laws and regulations 

applicable in the place of payment, but without prejudice to the provisions of Condition 11. 

9.3 Payment only on a Payment Business Day 

Payment instructions (for value the due date or, if that is not a Payment Business Day, for value the 

first following day which is a Payment Business Day) will be initiated by the Principal Paying Agent 

on the due date for payment or, in the case of a payment of the Dissolution Distribution Amount, if 

later, on the Payment Business Day on which the relevant Certificate is surrendered at the specified 

office of a Paying Agent for value as soon as practicable thereafter. 
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Certificateholders will not be entitled to any additional payment for any delay after the due date in 

receiving the amount due if the due date is not a Payment Business Day or, if the relevant 

Certificateholder is late in surrendering its Certificate (if required to do so). 

If the amount of the Dissolution Distribution Amount or any Periodic Distribution Amount is not paid 

in full when due, the Registrar will annotate the Register with a record of the amount actually paid. 

9.4 Agents 

In acting under the Agency Agreement and in connection with the Certificates, the Agents act solely as 

agents of the Trustee and (to the extent provided therein and in the Declaration of Trust) the Delegate 

and do not assume any obligations towards or relationship of agency or trust for or with any 

Certificateholder. 

The names of the initial Agents and their initial specified offices are set out below: 

(a) Principal Paying Agent, Registrar, Replacement Agent and Transfer Agent: 

HSBC Bank plc 

Corporate Trust & Loans Agency 

Level 27 

8 Canada Square 

London E14 5HQ 

United Kingdom 

The Trustee reserves the right at any time to vary or terminate the appointment of any Agent and to 

appoint additional or other Agents provided that: 

(i) it will at all times maintain a Principal Paying Agent; 

(ii) it will at all times maintain a Registrar (which may be the Principal Paying Agent); 

(iii) so long as the Certificates are listed on any stock exchange or admitted to listing by any other 

relevant authority, it will at all times maintain a Paying Agent (which may be the Principal 

Paying Agent) with a specified office in such place as may be required by the rules and 

regulations of the relevant stock exchange or other relevant authority; and 

(iv) it will at all times maintain a Paying Agent (which may be the Principal Paying Agent) having 

its specified office in a jurisdiction within Europe. 

Notice of any termination or appointment and of any changes in the specified offices shall be given by 

the Trustee to the Certificateholders in accordance with Condition 17. 

10. CAPITAL DISTRIBUTIONS OF THE TRUST 

10.1 Dissolution on the Scheduled Dissolution Date 

Unless the Certificates are previously redeemed or purchased and cancelled, the Trustee will redeem 

each Certificate at the Dissolution Distribution Amount on the Scheduled Dissolution Date. 

Upon payment in full of the Dissolution Distribution Amount, the Trust will be dissolved and the 

Certificates shall cease to represent interests in the Trust Assets and no further amounts shall be 

payable in respect thereof and the Trustee shall have no further obligations in respect thereof. 

10.2 Early Dissolution for Tax Reasons 

The Certificates may be redeemed by the Trustee in whole, but not in part, on the date specified in the 

Asset Exercise Notice delivered in connection with the Sale Undertaking (a Tax Redemption Date), 

on giving not less than 30 nor more than 60 days’ notice to the Certificateholders in accordance with 

Condition 17 (which notice shall be irrevocable), at the Dissolution Distribution Amount, if it is 

determined by SEC that a Tax Event occurs, where Tax Event means: 
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(a) the Trustee has or will become obliged to pay additional amounts as provided or referred to in 

Condition 11 as a result of any change in, or amendment to, the laws or regulations of a 

Relevant Jurisdiction (as defined in Condition 11) or any change in the application or official 

interpretation of such laws or regulations, which change or amendment becomes effective 

after the Closing Date; and (ii) such obligation cannot be avoided by the Trustee taking 

reasonable measures available to it; or 

(b) the Trustee has received notice from SEC that SEC has or will become obliged to pay 

additional amounts pursuant to the terms of any Transaction Document as a result of any 

change in, or amendment to, the laws or regulations of a Relevant Jurisdiction or any change 

in the application or official interpretation of such laws or regulations, which change or 

amendment becomes effective after the Closing Date; and (ii) such obligation cannot be 

avoided by SEC taking reasonable measures available to it, 

provided, however, that no such notice of redemption shall be given unless: 

(i) an Asset Exercise Notice has been received by the Trustee from SEC under the Sale 

Undertaking; and 

(ii) provided that no such notice of redemption shall be given earlier than 60 days prior to the 

earliest date on which (in the case of (a) above) the Trustee would be obliged to pay such 

additional amounts if a payment in respect of the Certificates were then due or (in the case of 

(b) above) SEC would be obliged to pay such additional amounts if a payment to the Trustee 

under the relevant Transaction Document was then due. 

Prior to the publication of any notice of redemption pursuant to this Condition 10.2, the Trustee shall 

deliver to the Delegate: 

(A) a certificate signed by two directors of the Trustee stating that the Trustee is entitled to effect 

such redemption and setting forth a statement of facts showing that the conditions precedent in 

(a) or (b) above have occurred, and 

(B) an opinion of independent tax advisers of recognised standing to the effect that the Trustee or, 

as the case may be, SEC, has or will become obliged to pay such additional amounts as a 

result of such change or amendment and the Delegate shall be entitled to accept (without 

further investigation) any such certificate and opinion as sufficient evidence thereof in which 

event it shall be conclusive and binding on the Certificateholders. Upon the expiry of any such 

notice as is referred to in this Condition 10.2, the Trustee shall be bound to redeem the 

Certificates at the Dissolution Distribution Amount and upon payment in full of the 

Dissolution Distribution Amount to the Certificateholders, the Trust will terminate, the 

Certificates shall cease to represent the Trust Assets and no further amounts shall be payable 

in respect thereof and the Trustee shall have no further obligations in respect thereof. 

10.3 Dissolution at the Option of the Certificateholders (Change of Control Put) 

SEC has agreed in the Declaration of Trust to notify the Trustee and the Delegate forthwith upon 

becoming aware of the occurrence of a Change of Control specifying the nature and details of the 

Change of Control. The Trustee, upon receipt of such notice from SEC or otherwise upon becoming 

aware of the occurrence of a Change of Control, and, at any time following the occurrence of a Change 

of Control, the Delegate, if so requested in writing by Certificateholders representing not less than one-

quarter in aggregate face amount of the Certificates for the time being outstanding or if so directed by 

an Extraordinary Resolution (subject in each case to being indemnified and/or secured and/or 

prefunded to its satisfaction), shall promptly give notice (a Change of Control Notice) to the 

Certificateholders in accordance with Condition 17 of the Change of Control, specifying the nature and 

details of the Change of Control, the Change of Control Put Period and the Change of Control Put 

Option Date (each as defined below). 
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If a Change of Control occurs, upon a Certificateholder giving notice to the Trustee (the Change of 

Control Put Option) at any time during the period of 30 days from the due date on which the Change 

of Control Notice is given (the Change of Control Put Period), the Trustee shall redeem such 

Certificates, which right may be exercised in any multiple of the Authorised Denominations, on the 

Change of Control Put Option Date at the Dissolution Distribution Amount. 

To elect to redeem all or any of its Certificates in accordance with this Condition 10.3, which right may 

be exercised in any multiple of the Authorised Denomination, a Certificateholder must deliver a duly 

completed and signed option exercise notice (a Change of Control Exercise Notice) in the form (for 

the time being current) obtainable from the specified office of the Principal Paying Agent at its 

specified office at any time during its normal business hours within the Change of Control Put Period 

and in which the Certificateholder must specify a bank account to which payment is to be made under 

this Condition 10.3 accompanied by the relevant Certificates or evidence satisfactory to the Principal 

Paying Agent concerned that the relevant Certificates will, following delivery of the Change of Control 

Exercise Notice, be held to its order or under its control. 

Any Change of Control Exercise Notice given by a Certificateholder pursuant to this Condition 10.3 

shall be irrevocable and the Trustee will redeem all Certificates which are the subject of a validly 

delivered Change of Control Exercise Notice on the Change of Control Put Option Date. 

For the purposes of these Conditions, Change of Control Put Option Date shall be the tenth Payment 

Business Day after the expiry of the Change of Control Put Period. 

10.4 Dissolution Following a Dissolution Event 

Upon the occurrence of a Dissolution Event which is continuing, the Certificates may be redeemed at 

the Dissolution Distribution Amount on the Dissolution Event Redemption Date and the Trust 

dissolved as more particularly specified in Condition 14. 

10.5 Dissolution Following a Total Loss Event 

Upon the occurrence of a Total Loss Event, the Certificates may be redeemed and the Trust dissolved 

by the Trustee on the date specified by the Delegate. The Certificates shall be redeemed at the 

Dissolution Distribution Amount using either: 

(a) the proceeds of the insurance payable in respect of the Total Loss Event and standing to the 

credit of the Transaction Account on or before the 30th day following the occurrence of a 

Total Loss Event; or 

(b) if the insurance proceeds (if any) standing to the credit of Transaction Account on the 30th 

day following the occurrence of a Total Loss Event are less than the Insurance Coverage 

Amount, the amount standing to the credit of the Transaction Account on the 31st day 

following the occurrence of a Total Loss Event, representing the aggregate of the insurance 

proceeds payable in respect of a Total Loss Event (if any) and the Total Loss Shortfall 

Amount funded by the Servicing Agent in accordance with the terms of the Servicing Agency 

Agreement. 

A Total Loss Event means the total loss or destruction of, or damage to all of the Ijara Assets or any 

event or occurrence that renders all the Ijara Assets permanently unfit for any economic use and (but 

only after taking into consideration any insurances or other indemnity granted in each case by any third 

party in respect of the Ijara Assets) the repair or remedial work in respect thereof is wholly 

uneconomical. 

10.6 No Other Dissolution 

The Trustee shall not be entitled to redeem the Certificates, and the Trustee shall not be entitled to 

dissolve the Trust otherwise than as provided in this Condition 10, Condition 13 and Condition 14. 
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10.7 Cancellations 

All Certificates which are redeemed in accordance with Condition 10 or Condition 14 will forthwith be 

cancelled and accordingly may not be held, reissued or resold. 

11. TAXATION 

All payments in respect of the Certificates shall be made without withholding or deduction for, or on 

account of, any present or future taxes, zakat, levies, imposts, duties, fees, assessments or other charges 

of whatever nature, imposed or levied by or on behalf of any Relevant Jurisdiction (Taxes), unless the 

withholding or deduction of the Taxes is required by law. In such event, the Trustee will pay additional 

amounts as shall be necessary in order that the net amounts received by the Certificateholder after such 

withholding or deduction shall equal the respective amounts due and payable to any Certificateholder 

which it would otherwise have received in the absence of such withholding or deduction; except that no 

such additional amount shall be payable in relation to any payment to any Certificateholder: 

(a) who is liable for such Taxes in respect of such Certificate by reason of having some 

connection with a Relevant Jurisdiction other than the mere holding of such Certificate; or 

(b) who would not be liable or subject to withholding or deduction by making a declaration of 

non-residence or other similar claim for exemption to the relevant tax authority; or 

(c) where the definitive Certificate is required to be presented for payment and is presented for 

payment more than 30 days after the Relevant Date (as defined below) except to the extent 

that a holder would have been entitled to an additional amount on such 30th day assuming that 

day to have been a Payment Business Day. 

In these Conditions, references to the Dissolution Distribution Amount or any Periodic Distribution 

Amount payable in respect of a Certificate shall be deemed to include any additional amounts payable 

under this Condition 11. In addition, in these Conditions: 

Relevant Date means the date on which such payment first becomes due, except that, if the full 

amount of the monies payable has not been duly received by the Principal Paying Agent or the 

Delegate, as the case may be, on or prior to such due date, the date on which the full amount of such 

monies having been so received, notice to that effect is duly given to Certificateholders by the Trustee 

in accordance with Condition 17; and 

Relevant Jurisdiction means the Cayman Islands and the Kingdom of Saudi Arabia or, in each case, 

any political sub-division or authority thereof or therein having the power to tax. 

The Ijara Agreement, the Purchase Undertaking, the Sale Undertaking and the Sale Agreement to be 

entered into pursuant to the Purchase Undertaking and the Sale Undertaking, each provide that 

payments thereunder by SEC shall be made without withholding or deduction for, or on account of, any 

present or future Taxes, unless the withholding or deduction of the Taxes is required by law and, in 

such case, provide for the payment by SEC of additional amounts so that the full amount which would 

otherwise have been due and payable is received by the Trustee. 

Further, in accordance with the Ijara Agreement, the Purchase Undertaking, the Sale Undertaking and 

the Sale Agreement to be entered into pursuant to the Purchase Undertaking and the Sale Undertaking, 

SEC undertakes to pay such additional amounts as may be necessary pursuant to this Condition 11 so 

that the full amount due and payable by the Trustee in respect of the Certificates to the 

Certificateholders is received by the Trustee for the purposes of payment to the Certificateholders in 

accordance with and subject to the provisions of this Condition 11. 

12. PRESCRIPTION 

The right to receive distributions in respect of the Certificates will be prescribed and become void 

unless claimed within periods of ten years (in the case of the Dissolution Distribution Amount) and five 

years (in the case of Periodic Distribution Amounts) from the Relevant Date in respect thereof, subject 

to the provisions of Condition 9. 
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13. PURCHASE AND CANCELLATION OF CERTIFICATES 

13.1 Purchases 

SEC and/or any Subsidiary may at any time purchase Certificates at any price in the open market or 

otherwise. Such Certificates may be held, resold or, at the option of SEC, surrendered to the Principal 

Paying Agent for cancellation. 

13.2 Cancellation of Certificates held by SEC and/or any of its Subsidiaries 

Should SEC wish to cancel any Certificate purchased in accordance with Condition 13.1, it will deliver 

a Cancellation Notice to the Principal Paying Agent (on behalf of the Trustee) accompanied by the 

relevant Certificates or evidence satisfactory to the Principal Paying Agent concerned that the relevant 

Certificates will, following delivery of the Cancellation Notice, be held to its order or under its control 

under the terms of the Declaration of Trust, whereupon SEC shall, in accordance with the Sale 

Undertaking, and following the delivery by the Trustee of the Asset Redemption Notice thereunder, be 

required to accept the transfer and conveyance of all the Trustee’s interests, rights, title, benefits and 

other entitlements in and to those Redemption Ijara Assets in consideration for the delivery of such 

Certificates to the Principal Payment Agent for cancellation. Such Certificates shall be cancelled on the 

Asset Redemption Date specified in the Asset Redemption Notice. The Trustee and SEC have agreed 

in the Declaration of Trust and the Sale Undertaking to execute all such documents and do such further 

acts and things as may be required under applicable law to give effect to any transfer of the relevant 

Trust Assets and the cancellation of relevant Certificates. 

14. DISSOLUTION EVENTS 

Upon the Occurrence and Continuation of any of the Following Events (the Dissolution Events): 

(a) default is made in the payment of: 

(i) the Dissolution Distribution Amount and such default continues for a period of five 

days from the due date for payment; or 

(ii) any Periodic Distribution Amount and such default continues for a period of seven 

days from the due date for payment; or 

(b) the Trustee fails to perform or observe any of its other obligations under the Conditions or the 

Declaration of Trust in respect of the Certificates and (except in any case where, in the 

opinion of the Delegate, the failure is incapable of remedy when no such continuation or 

notice as is hereinafter mentioned will be required) the failure continues for the period of 30 

days following the service by the Delegate on the Trustee of written notice requiring the same 

to be remedied; or 

(c) the Trustee is adjudicated or found bankrupt or insolvent or to be unable to pay its debts as 

they fall due or proposes or makes a general assignment or an arrangement or composition 

with or for the benefit of any creditors in respect of any of its debts or a moratorium is agreed 

or declared or comes into effect in respect of or affecting all or any part of the debts of the 

Trustee; or 

(d) an administrator is appointed, an order is made or an effective resolution passed for the 

winding-up or dissolution or administration of the Trustee, or the Trustee shall apply or 

petition for a winding-up or administration order in respect of itself or cease or through an 

official action of its board of directors threaten to cease to carry on all or substantially all of its 

business or operations; or 

(e) any of the obligations of the Trustee under the Certificates or the Transaction Documents to 

which it is a party are not, or cease to, be legal, valid, binding and enforceable or the Trustee 

repudiates or evidences an intention to repudiate any Transaction Document to which it is a 

party; or 
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(f) a SEC Event occurs, 

provided, however, that, in the case of paragraph (b) above, such event will only constitute a 

Dissolution Event if the Delegate has certified in writing to the Trustee that such event, in the opinion 

of the Delegate, is materially prejudicial to the interests of Certificateholders, the Delegate shall give 

notice of the occurrence of such Dissolution Event to the Certificateholders in accordance with 

Condition 17 with a request to such holders to indicate if they wish the Certificates to be redeemed and 

the Trust to be dissolved. If so requested in writing by the holders of at least 20 per cent. of the then 

aggregate face amount of the Certificates outstanding or if so directed by an Extraordinary Resolution 

of the Certificateholders (a Dissolution Request), the Delegate shall (subject in each case to being 

indemnified and/or secured and/or prefunded to its satisfaction) give notice to the Trustee and SEC of 

the Dissolution Request and, upon receipt of such notice, the Trustee shall exercise its rights under the 

Purchase Undertaking and use the proceeds of the Exercise Price to redeem the Certificates at the 

Dissolution Distribution Amount on the date specified in such notice (the Dissolution Event 

Redemption Date). Upon payment in full of such amounts, the Trust will terminate, the Certificates 

shall cease to represent the Trust Assets and no further amounts shall be payable in respect thereof and 

the Trustee shall have no further obligations in respect thereof. 

For the purposes of these Conditions, 

“SEC Event” means: 

(i) SEC fails to pay: 

(A) any Rental payable by it in respect of the Certificates under the Ijara Agreement and 

the failure continues for a period of seven days; or 

(B) the Exercise Price under the Purchase Undertaking, the Exercise Price under the Sale 

Undertaking, the Total Loss Shortfall Amount in respect of the Certificates under the 

Servicing Agency Agreement or any amount payable pursuant to clause 2.4(b) of the 

Purchase Undertaking and, in any case, the failure continues for a period of five days; 

or 

(ii) SEC fails to perform or observe any of its other obligations in respect of the Certificates under 

the Declaration of Trust, the Purchase Undertaking and the Ijara Agreement and (except in 

any case where, in the opinion of the Delegate, the failure is incapable of remedy when no 

such continuation or notice as is hereunder mentioned will be required) the failure continues 

for the period of 30 days following the service by the Trustee (or the Delegate acting on behalf 

of the Trustee) of notice requiring the same to be remedied; or 

(iii) (A) the holders of any present or future Indebtedness of SEC or any Material Subsidiary 

accelerate such Indebtedness or declare such Indebtedness to be due and payable or required 

to be prepaid, prior to the stated maturity thereof by reason of an event of default (howsoever 

described); or (B) SEC or any Material Subsidiary fails to pay in full any principal of, or 

interest or profit, as the case may be, on, any of its Indebtedness when due (or within any 

originally applicable grace period); or (C) any guarantee of any Indebtedness of others given 

by SEC or any Material Subsidiary shall not be honoured when due and called upon; provided 

that no event described in this paragraph (iii) shall constitute a SEC Event unless the amount 

of the Indebtedness or guarantee, either alone or when aggregated (without duplication) with 

the amount of any other Indebtedness and/or guarantee in respect of which one or more of the 

events specified in (A) to (C) (inclusive) above shall have occurred and be continuing, 

amounts to at least fifty million United States dollars (U.S.$50,000,000) (or its equivalent in 

any other currency); or 

(iv) any Security Interest given by SEC or a Material Subsidiary for any Indebtedness which 

equals or exceeds fifty million United States dollars (U.S.$50,000,000) (or its equivalent in 

any other currency) becomes enforceable and any step is taken to enforce the Security Interest 

(including the taking of possession or the appointment of a receiver, manager or other similar 
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Person, but excluding the issue of any notification to SEC or the relevant Material Subsidiary, 

as the case may be, that such Security Interest has become enforceable) unless the full amount 

of the Indebtedness secured by the relevant Security Interest is discharged within 30 days of 

the first date on which any such step for enforcement of the relevant Security Interest is taken; 

or 

(v) one or more judgment(s) or order(s) for the payment of an amount in excess of fifty million 

United States dollars (U.S.$50,000,000) (or its equivalent in any other currency), whether 

individually or in aggregate is rendered against SEC or any Material Subsidiary and 

continue(s) unsatisfied and unstayed for a period of 30 days after the dates thereof, or if later, 

the date therein specified for payment; or 

(vi) (A) SEC or any Material Subsidiary is adjudicated or found bankrupt or insolvent or to be 

unable to pay its debts as they fall due; (B) an administrator or liquidator is appointed over all 

or substantially all of the undertaking, assets and revenues of SEC or the Material Subsidiary 

(or proceedings for any such appointment are initiated) and such appointment is not 

discharged within 30 days; (C) SEC or any Material Subsidiary takes any action for a 

readjustment or deferral of any of its obligations in connection with bankruptcy, insolvency or 

liquidation arrangements or makes a general assignment or an arrangement or composition 

with or for the benefit of its creditors (including any arrangement under the Bankruptcy Law) 

other than in connection with a Permitted Reorganisation or declares a moratorium in respect 

of any of its Indebtedness or any guarantee of any Indebtedness given by it; or (D) SEC or any 

Material Subsidiary ceases or threatens to cease to carry on all or substantially all of its 

business; or 

(vii) an order is made or an effective resolution is passed for the winding up, liquidation or 

dissolution of SEC or any Material Subsidiary other than, in the case of a Material Subsidiary, 

in connection with a Permitted Reorganisation; or 

(viii) any event occurs under the laws, regulations or rules of the Kingdom of Saudi Arabia which 

has an analogous effect to any of the events referred to in paragraphs (iv) to (vi) (inclusive) 

above; or 

(ix) any action, condition or thing at any time required to be taken, fulfilled or done in order: 

(A) to enable SEC lawfully to enter into, exercise its rights and perform its obligations 

under and in respect of the Transaction Documents to which it is a party; and 

(B) to ensure that those obligations are legal, valid, binding and enforceable is not taken, 

fulfilled or done; or 

(x) it is or becomes unlawful for SEC to perform or comply with any of its obligations under the 

Transaction Documents to which it is a party or SEC repudiates or evidences an intention to 

repudiate any Transaction Document to which it is a party, 

provided, however, that, in the case of paragraph (ii), (ix) and (x) above, such event will only constitute 

an SEC Event if the Delegate has certified in writing to the Trustee that such event, in the opinion of 

the Delegate, is materially prejudicial to the interests of Certificateholders. 

15. ENFORCEMENT AND EXERCISE OF RIGHTS 

15.1 Following the enforcement, realisation and the ultimate distribution in full of the proceeds of the Trust 

Assets in respect of the Certificates to the Certificateholders in accordance with these Conditions and 

the Declaration of Trust, the Trustee shall not be liable for any further sums and, accordingly 

Certificateholders may not take any action against the Trustee or any other Person (including SEC) to 

recover any such sum or asset in respect of the Certificates or the Trust Assets. 
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15.2 The Delegate shall not be bound in any circumstances to take any action to enforce or to realise the 

Trust Assets or take any action against the Trustee and/or SEC under any Transaction Document to 

which either of the Trustee or SEC is a party unless directed or requested to do so: 

(a) by an Extraordinary Resolution; or 

(b) in writing by the holders of at least 25 per cent. of the then outstanding aggregate face amount 

of the Certificates and in either case then only if it shall be indemnified and/or secured and/or 

prefunded to its satisfaction against all Liabilities to which it may thereby render itself liable 

or which it may incur by so doing and provided that the Delegate shall not be held liable for 

the consequences of exercising its discretion or taking any such action and may do so without 

having regard to the effect of such action on individual Certificateholders. 

15.3 No Certificateholder shall be entitled to proceed directly against the Trustee or SEC under any 

Transaction Document to which either of them is party unless (a) the Delegate, having become bound 

so to proceed, fails to do so within 30 days of becoming so bound, or is unable for any reason so to do, 

and such failure or inability is continuing and (b) the relevant Certificateholder (or such 

Certificateholder together with the other Certificateholders who propose to proceed directly against any 

of the Trustee or SEC (as the case may be)) holds at least 25 per cent. of the then aggregate face 

amount of the Certificates outstanding. Under no circumstances shall the Delegate or any 

Certificateholder have any right to cause the sale or other disposition of any of the Trust Assets (other 

than pursuant to the Transaction Documents) and the sole right of the Delegate and the 

Certificateholders against the Trustee and SEC shall be to enforce their respective obligations under the 

Transaction Documents. 

15.4 The foregoing paragraphs in this Condition 15 are subject to this paragraph. After enforcing or 

realising the Trust Assets and distributing the proceeds of the Trust Assets in accordance with 

Condition 6.2 and the Declaration of Trust, the obligations of the Trustee in respect of the Certificates 

shall be satisfied and no Certificateholder may take any further steps against the Trustee, the Delegate 

or any other Person (including SEC) to recover any further sums in respect of the Certificates and the 

right to receive any sums unpaid shall be extinguished. In particular, no Certificateholder shall be 

entitled in respect thereof to petition or to take any other steps for the winding-up of the Trustee. 

16. REPLACEMENT OF CERTIFICATES 

Should any Certificate be lost, stolen, mutilated, defaced or destroyed it may be replaced at the 

specified office of the Registrar upon payment by the claimant of the costs and expenses incurred in 

connection with the replacement and on such terms as to evidence and indemnity as the Trustee may 

reasonably require. Mutilated or defaced Certificates must be surrendered to the Replacement Agent 

before replacements will be issued. 

17. NOTICES 

All Notices to Certificateholders will be valid if: 

(a) published in a daily newspaper having general circulation in London (which is expected to be 

the Financial Times) approved by the Delegate; or 

(b) mailed to them by first class pre-paid registered mail (or its equivalent) or (if posted to an 

overseas address) by airmail at their respective registered addresses. 

Any notice shall be deemed to have been given on the fourth day after being so mailed or on the date of 

publication or, if so published more than once or on different dates, on the date of the first publication. 

So long as the Global certificate representing the Certificates is held in its entirety on behalf of 

Euroclear and/or Clearstream, the relevant notice may be delivered to Euroclear and/or Clearstream for 

communication by them to the Certificateholders. Any such notice shall be deemed to have been given 

to the Certificateholders on the third day after the day on which the said notice was given to Euroclear 

and/or Clearstream. 
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The Trustee shall also ensure that notices are duly given or published in a manner which complies with 

the rules and regulations of any listing authority, stock exchange and/or quotation system (if any) by 

which the Certificates have then been admitted to listing, trading and/or quotation. 

Notices to be given by any Certificateholder shall be in writing and given by lodging the same, together 

with the relevant Certificate or Certificates, with the Principal Paying Agent. 

18. MEETINGS OF CERTIFICATEHOLDERS, MODIFICATION, WAIVER, AUTHORISATION 

AND DETERMINATION 

18.1 The Declaration of Trust contains provisions for convening meetings of Certificateholders to consider 

any matter affecting their interests, including the modification or abrogation by Extraordinary 

Resolution of the rights of the Trustee, SEC and/or the Certificateholders or the modification of any of 

the provisions of these Conditions or the provisions of the Declaration of Trust. Such a meeting may be 

convened by the Trustee, SEC or the Delegate and shall be convened by the Trustee if required in 

writing by Certificateholders holding more than 10 per cent. in aggregate face amount of the 

Certificates for the time being outstanding. Pursuant to the Declaration of Trust, the quorum at any 

meeting for passing an Extraordinary Resolution will be one or more persons present holding or 

representing in aggregate not less 50 per cent. of the then outstanding aggregate face amount of the 

Certificates, or at any adjourned such meeting one or more persons present whatever the outstanding 

face amount of the Certificates held or represented by him or them, except that any meeting the 

business of which includes the modification of certain provisions of the Certificates (including, among 

others, modifying the Scheduled Dissolution Date, reducing or cancelling any amount payable in 

respect of the Certificates or altering the currency of payment of the Certificates and amending certain 

covenants given by SEC and the Trustee in the Transaction Documents in a way which is materially 

prejudicial to the interests of the Certificateholders), the quorum shall be one or more persons present 

holding or representing not less than 662/3 per cent. in aggregate face amount of the Certificates for the 

time being outstanding, or at any adjourned such meeting one or more persons present holding or 

representing not less than 25 per cent. in aggregate face amount of the Certificates for the time being 

outstanding. An Extraordinary Resolution passed at any meeting of the Certificateholders shall be 

binding on all the Certificateholders, whether or not they are present at the meeting and whether or not 

voting. The expression “Extraordinary Resolution” is defined in the Declaration of Trust to mean a 

resolution passed at a meeting duly convened and held in accordance with the Declaration of Trusts by 

a majority consisting of not less than 75 per cent. of the persons voting thereat upon a show of hands 

or, if a poll is duly demanded, by a majority consisting of not less than 75 per cent. of the votes cast on 

such poll. 

18.2 The Declaration of Trust provides that a resolution in writing signed by or on behalf of 90 per cent. of 

all holders of Certificates who for the time being are entitled to receive notice of a meeting in 

accordance with Schedule 4 of the Declaration of Trust shall take effect as if it were an Extraordinary 

Resolution. Such a resolution in writing may be contained in one document or several documents in the 

same form, each signed by or on behalf of one or more such holders of Certificates. 

18.3 Pursuant to the Declaration of Trust, any of these Conditions or any Transaction Document may only 

be amended by the Trustee with the consent of the Delegate and the Delegate may, without any consent 

or sanction of Certificateholders: 

(a) agree to any modification of any of these Conditions or any of the provisions of the 

Declaration of Trust or any other relevant Transaction Document or the Trustee’s 

constitutional documents which, in the opinion of the Delegate is: 

(i) of a formal, minor or technical nature; or 

(ii) to correct a manifest error; or 

(iii) not materially prejudicial to the interests of Certificateholders and is other than in 

respect of a Reserved Matter (as defined in Schedule 4 of the Declaration of Trust); 

or 
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(b) agree to waive or to authorise any breach or proposed breach of these Conditions or any of the 

provisions of the Declaration of Trust or any other relevant Transaction Document; or 

(c) determine that any Dissolution Event or Potential Dissolution Event shall not be treated as 

such, provided that the Delegate will not do so in contravention of an express direction given 

by an Extraordinary Resolution or a request made pursuant to Condition 14. 

18.4 In connection with the exercise by it of any of its trusts, powers, authorities and discretions under the 

Declaration of Trust (including, without limitation, any modification, waiver, authorisation or 

determination), the Delegate shall have regard to the general interests of Certificateholders as a class 

and shall not have regard to any interests arising from circumstances particular to individual 

Certificateholders (whatever their number) and, in particular but without limitation, shall not have 

regard to the consequences of any such exercise for individual Certificateholders (whatever their 

number) resulting from their being for any purpose domiciled or resident in, or otherwise connected 

with, or subject to the jurisdiction of, any particular territory or any political sub-division thereof and 

the Delegate shall not be entitled to require, nor shall any Certificateholder be entitled to claim, from 

the Trustee, SEC, the Delegate or any other Person any indemnification or payment in respect of any 

tax consequence of any such exercise upon individual Certificateholders. 

18.5 Any modification, abrogation, waiver, authorisation or determination shall be binding on 

Certificateholders and, unless the Delegate otherwise decides, shall as soon as practicable thereafter be 

notified by the Trustee to the Certificateholders in accordance with Condition 17. 

19. FURTHER ISSUES 

The Trustee shall be at liberty from time to time without the consent of the Certificateholders to create 

and issue additional Certificates having the same terms and conditions as the outstanding Certificates in 

all respects, save for the date and amount of the first payment of the Periodic Distribution Amount and 

the date from which Periodic Distribution Amounts start to accrue and so that the same shall be 

consolidated and form a single series with the outstanding Certificates. Any additional Certificates 

which are to form a single series with the outstanding Certificates previously constituted by the 

Declaration of Trust shall be constituted by a Supplemental Declaration of Trust. References in these 

Conditions to the Certificates include (unless the context requires otherwise) any other trust certificates 

issued pursuant to this Condition and forming a single series with the Certificates. 

20. INDEMNIFICATION AND LIABILITY OF THE DELEGATE AND THE TRUSTEE 

20.1 The Declaration of Trust contains provisions for the indemnification of the Delegate in certain 

circumstances and for its relief from responsibility, including provisions relieving it from taking action 

unless indemnified and/or secured and/or prefunded to its satisfaction. 

20.2 The Delegate makes no representation and assumes no responsibility for the validity, sufficiency or 

enforceability of the obligations of SEC under the Transaction Documents and shall not under any 

circumstances have any liability or be obliged to account to the Certificateholders in respect of any 

payments which should have been made by SEC but are not so paid and shall not in any circumstances 

have any liability arising from the Trust Assets other than as expressly provided in the Conditions or in 

the Declaration of Trust. 

20.3 Each of the Trustee and the Delegate is exempted from (a) any liability in respect of any loss or theft of 

the Trust Assets or any cash, (b) any obligation to insure the Trust Assets or any cash and (c) any claim 

arising from the fact that the Trust Assets or any cash are held by or on behalf of the Trustee or on 

deposit or in an account with any depositary or clearing system or are registered in the name of the 

Trustee or its nominee, unless such loss or theft arises as a result of default or misconduct by the 

Trustee or the Delegate, as the case may be. 
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21. CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999 

No rights are conferred on any Person under the Contracts (Rights of Third Parties) Act 1999 (the Act) 

to enforce any term of these Conditions, but this does not affect any right or remedy of any Person 

which exists or is available apart from that Act. 

22. GOVERNING LAW, SUBMISSION TO JURISDICTION AND SERVICE OF PROCESS 

22.1 Governing Law 

The Declaration of Trust and the Certificates, including any non-contractual obligations arising out of 

or in connection with, the Declaration of Trust and the Certificates, shall be governed by, and construed 

in accordance with, English law. 

22.2 Arbitration 

Subject to Condition 22.3, any dispute arising out of or connected with the Declaration of Trust and the 

Certificates (including a dispute regarding the existence, validity or termination of the Declaration of 

Trust and the Certificates or a dispute relating to any non-contractual obligations arising out of or in 

connection with the Declaration of Trust and the Certificates), or the consequences of any nullity of the 

Declaration of Trust and the Certificates (a Dispute) shall be referred to and finally resolved by 

arbitration under the Arbitration Rules of the London Court of International Arbitration (LCIA) (the 

Rules), which Rules are incorporated by reference into this Condition 22.2: 

(a) the arbitral tribunal shall consist of three arbitrators each of whom shall be disinterested in the 

arbitration, shall have no connection with any party thereto and shall be an attorney 

experienced in international securities transactions; 

(b) the claimant and the respondent shall each nominate one arbitrator within 15 days from receipt 

by the Registrar of the LCIA of the Response to the Request for arbitration as defined in the 

Rules, and the chairman of the arbitral tribunal shall be nominated by the two party nominated 

arbitrators within 15 days of the last of their appointments. If he is not so nominated, he shall 

be chosen by the LCIA; 

(c) the seat of the arbitration shall be London, England; 

(d) the language of the arbitration shall be English; and 

(e) SEC waives any right of application to determine a preliminary point of law under section 45 

of the Arbitration Act 1996. 

22.3 Jurisdiction 

(a) Before the Trustee or Delegate has filed a “Request” for arbitration or “Response” (each as 

defined in the Rules), as the case may be, it may by notice in writing to the Issuer or SEC, as 

the case may be, require that a Dispute be heard by a court of law. If the Trustee or Delegate 

gives such notice, the Dispute to which such notice refers shall be determined in accordance 

with Condition 22.3(b) and any arbitration commenced under Condition 22.2 will be 

terminated. Each of the parties to the terminated arbitration will bear its own costs in relation 

thereto. 

(b) If any notice is given in accordance with Condition 22.3(a), the Trustee or Delegate must also 

promptly give notice to the LCIA and to any Tribunal (each as defined in the Rules) already 

appointed in relation to the Dispute that such Dispute will be settled by the courts. Upon 

receipt of such notice by the LCIA, the arbitration and any appointment of any arbitrator in 

relation to such Dispute will immediately terminate. Any such arbitrator will be deemed to be 

functus officio. The termination is without prejudice to: 

(i) the validity of any act done or order made by that arbitrator or by the court in support 

of that arbitration before the arbitrator’s appointment is terminated; 
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(ii) the arbitrator’s entitlement to be paid his or her proper fees and disbursements; and 

(iii) the date when any claim or defence was raised for the purpose of applying any 

limitation bar or any similar rule or provision. 

(c) In the event that the Trustee or Delegate issues a notice pursuant to Condition 22.3(a), the 

following provisions shall apply: 

(i) subject to Condition 22.3(c)(iii), the courts of England shall have exclusive 

jurisdiction to settle any Dispute; 

(ii) the Issuer and SEC, as the case may be, agree that the courts of England are the most 

appropriate and convenient courts to settle any Dispute and, accordingly, that it will 

not argue to the contrary; and 

(iii) this Condition 22.3(c) is for the benefit of the Trustee or Delegate only. As a result, 

and notwithstanding Condition 22.3(c)(i), to the extent allowed by law, the Trustee or 

Delegate may, in respect of any Dispute or Disputes, take (i) proceedings relating to a 

Dispute (Proceedings) in any other court or applicable authority or body with 

jurisdiction including, without limitation, the Committee for the Resolution of 

Securities Disputes and the Appeal Panel; and (ii) concurrent Proceedings in any 

number of jurisdictions. 

22.4 Service of Process 

Each of the Issuer, the Trustee and SEC agrees that the documents which start any Proceedings and any 

other documents required to be served in relation to those Proceedings may be served on it by being 

delivered to Law Debenture Corporate Services Limited at its registered office at Fifth Floor, 100 

Wood Street, London EC2V 7EX. If: 

(a) such person is not or ceases to be effectively appointed to accept service of process on behalf 

of SEC, SEC shall, on the written demand of the Issuer, the Trustee or the Delegate (as the 

case may be), appoint a further person in England to accept service of process on its behalf 

and, failing such appointment within 15 days, the Issuer, the Trustee or the Delegate (as the 

case may be) shall be entitled to appoint such a person by written notice addressed to SEC; or 

(b) such person is not or ceases to be effectively appointed to accept service of process on behalf 

of the Issuer and/or the Trustee, the Issuer and/or the Trustee shall, on the written demand of 

SEC, appoint a further person in England to accept service of process on its behalf and, failing 

such appointment within 15 days, SEC shall be entitled to appoint such a person by written 

notice addressed to the Trustee. 

Nothing in this Condition 22.4 shall affect the right to serve process in any other manner permitted by 

law. For the avoidance of doubt, this Condition applies to Proceedings in England. 

22.5 Waiver of Immunity 

SEC acknowledges that the transactions contemplated by this Agreement are commercial transactions. 

To the extent that SEC may claim for itself or its assets or revenues immunity from suit, execution, 

attachment (whether in aid of execution, before judgment or otherwise) or other legal process and to 

the extent that such immunity (whether or not claimed) may be attributed to SEC or its assets or 

revenues, SEC agrees not to claim and irrevocably and unconditionally waives such immunity in 

relation to any Proceedings or Disputes. Further, SEC irrevocably and unconditionally consents to the 

giving of any relief or the issue of any process, including, without limitation, the making, enforcement 

or execution against any of its assets whatsoever of any award, order or judgment made or given in 

connection with any Proceedings or Disputes. 
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TERMS AND CONDITIONS OF THE 2028 CERTIFICATES 

The 2028 Conditions will be identical to those described under “Terms and Conditions of the 2024 Certificates” 

above, except as follows: 

(a) the reference in the introductory paragraph to the “U.S.$800,000,000 Certificates due 2024” shall be 

replaced by a reference to the “U.S.$1,200,000,000 Certificates due 2028” and references to 

“Certificates” shall be construed as references to the 2028 Certificates; 

(b) the definition of “Periodic Distribution Date” in Condition 1 shall be replaced with Periodic 

Distribution Date means 27 March and 27 September in each year, commencing on 27 March 2019, 

and subject to these Conditions, ending on 27 September 2028; 

(c) the definition of “Scheduled Dissolution Date” in Condition 1 shall be replaced with Scheduled 

Dissolution Date means 27 September 2028; 

(d) the definitions of “2028 Certificates”, “2028 Certificate Transaction Documents”, “2028 Certificate 

Trust”, “2028 Certificateholders” and “2028 Certificate Trust Assets” in Condition 1 and the 

corresponding references in Condition 7 shall be replaced by corresponding definitions and references 

in respect of the 2024 Certificates; 

(e) Condition 8.1 shall be replaced with the following: 

“8.1 Periodic Distribution Amount 

Subject to Condition 6.2 and Condition 9, a Periodic Distribution Amount representing a 

defined share of the Rental paid by the Lessee to the Lessor pursuant to the Ijara Agreement in 

respect of the Ijara Assets for the Certificates will be distributed by the Trustee to the 

Certificateholders, pro rata to their respective holdings on each Periodic Distribution Date in 

arrear in accordance with these Conditions.  

The “Periodic Distribution Amount” payable on each Periodic Distribution Date shall be an 

amount equal to the product of (1) 4.723 per cent. per annum and (2) the face amount of the 

relevant Certificate, divided by two.”; and 

(f) the reference in Condition 8.2 to “4.222 per cent. per annum” shall be replaced by a reference to “4.723 

per cent. per annum”. 
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GLOBAL CERTIFICATE 

Each Global Certificate of a Series contains certain provisions which apply to the Certificates of that Series 

whilst they are represented by that Global Certificate, some of which modify the effect of the Conditions. Unless 

otherwise defined, terms defined in the relevant Conditions have the same meaning in paragraphs 1 and 2 

below. 

As used herein, unless expressly indicated otherwise, all references to Certificates means the Certificates of the 

relevant Series. 

1 PAYMENTS 

Payments of any Dissolution Distribution Amount and Periodic Distribution Amount in respect of 

Certificates represented by the relevant Global Certificate with respect to book-entry interests in such 

Global Certificate will be credited to the cash accounts of Euroclear or Clearstream participants in 

accordance with the relevant system’s rules and procedures. Each holder of Certificates must look 

solely to Euroclear or Clearstream (as the case may be) for its share of each payment made to such 

holder. 

A record of each payment made will be entered into the Register by or on behalf of the Registrar and 

shall be prima facie evidence that payment has been made. 

2 REGISTRATION OF TITLE 

Registration of title to Certificates in a name other than that of the nominee for the relevant clearing 

system (the Relevant Nominee) will not be permitted unless Euroclear or Clearstream, as appropriate, 

notifies the Issuer that it is unwilling or unable to continue as a clearing system in connection with a 

Global Certificate, and in each case a successor clearing system approved by the Delegate is not 

appointed by the Issuer within 90 days after receiving such notice from Euroclear or Clearstream. In 

these circumstances title to a Certificate may be transferred into the names of holders notified by the 

Relevant Nominee in accordance with the Conditions, except that Certificates in respect of Certificates 

so transferred may not be available until 21 days after the request for transfer is duly made. 

The Registrar will not register title to the Certificates in a name other than that of the Relevant 

Nominee for a period of 15 calendar days preceding the due date for any payment of principal or 

distributions in respect of the Certificates. 

If only one of the Global Certificates (the Exchanged Global Certificate) becomes exchangeable for 

Certificates in accordance with the above paragraphs, transfers of Certificates may not take place 

between, on the one hand, persons holding Certificates issued in exchange for beneficial interests in the 

Exchanged Global Certificate and, on the other hand, persons wishing to purchase beneficial interests 

in the other Global Certificate. 

3 TRANSFERS 

Transfers of book-entry interests in the Certificates will be effected through the records of Euroclear or 

Clearstream and their respective direct and indirect participants in accordance with their respective 

rules and procedures. 
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SUMMARY OF THE PRINCIPAL TRANSACTION DOCUMENTS 

The following is a summary of certain provisions of the principal Transaction Documents in respect of each 

Series and is qualified in its entirety by reference to the detailed provisions of such principal Transaction 

Documents. Copies of the Transaction Documents will be available for inspection at the offices of the Principal 

Paying Agents, as further described under “General Information”. 

A separate version of each of the following Transaction Documents (other than the Declaration of Trust) will be 

entered into on the Closing Date in respect of each Series. References to the Certificates and other terms defined 

in the Conditions or provisions of the relevant Conditions in this section are, therefore, to the 2024 Certificates 

or the 2028 Certificates and such terms as defined in, or the relevant provisions of, the 2024 Conditions or the 

2028 Conditions, in each case as applicable, and references to Ijara Assets or Trust Assets are to the Ijara Assets 

or Trust Assets in respect of the relevant Series. 

PURCHASE AGREEMENT 

The Purchase Agreement will be entered into on the Closing Date between the Trustee (in its capacity as the 

Purchaser) and SEC (in its capacity as the Seller) and will be governed by Saudi law. 

Pursuant to the Purchase Agreement the Purchaser will purchase from the Seller the Ijara Assets, free and clear 

of any encumbrance. The proceeds received by the Trustee from the issuance and sale of the Certificates will be 

used to pay the purchase price of those assets. 

IJARA AGREEMENT 

The Ijara Agreement will be entered into on the Closing Date between the Trustee (in its capacity as the Lessor) 

and SEC (in its capacity as the Lessee) and will be governed by English law. 

Pursuant to the Ijara Agreement the Lessor has agreed to lease to the Lessee, and the Lessee has agreed to lease 

from the Lessor, the Ijara Assets for renewable six month terms commencing and ending on the dates specified 

in the Ijara Agreement. During the term of the Ijara, the Lessee will pay to the Lessor rental payments as 

specified in the Ijara Agreement. The rental payments due under the Ijara Agreement will not be less than the 

Periodic Distribution Amounts payable on the Periodic Distribution Dates. The Lessee will be obligated to make 

such rental payments on each Periodic Distribution Date. Following the exercise by Certificateholders of the 

Change of Control Put Option, rental payments will be reduced accordingly and the Lessor shall send to the 

Lessee a Renewal Notice specifying the rental payments to be paid for the remaining period in the Ijara Period 

in which the Change of Control Put Option was exercised. 

The Lessee shall, at its own cost and expense, be responsible for the performance of all Ordinary Maintenance 

and Repair required for the Ijara Assets. 

The Lessor shall be responsible for: (i) the performance of all Major Maintenance and Structural Repair; (ii) the 

payment of any proprietorship or other relevant taxes; and (iii) insuring the Ijara Assets (to the extent consistent 

with general industry practice by prudent owners of similar assets) and the Lessee acknowledges that the Lessor 

may procure that the Servicing Agent, in accordance with the terms and conditions set out in the Servicing 

Agency Agreement, shall perform, or shall procure the performance of, the Major Maintenance and Structural 

Repair, the payment of such taxes and any insurance of the Ijara Assets, in each case, on behalf of the Lessor. 

All payments by the Lessee to the Lessor under the Ijara Agreement shall be paid in full without any set-off or 

counterclaim of any kind and without any deduction or withholding for or on account of tax unless the 

deduction or withholding is imposed or levied by or on behalf of any relevant taxing authority, in which event 

the Lessee shall forthwith pay to the Lessor such additional amount so that the net amount received by the 

Lessor will equal the full amount which would have been received by it had no such deduction or withholding 

been made. 

The Lessee has agreed to use the Ijara Assets at its own risk. Under the Ijara Agreement, the Lessee bears the 

entire risk of loss of or damage to the Ijara Assets or any part thereof arising from the usage or operation thereof 

by the Lessee to the extent such losses or damages have resulted from the Lessee’s negligence, default, breach 
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of the Ijara Agreement or other action or failure to action. In addition, the Lessor shall not be liable (and the 

Lessee will waive any claim or right, howsoever arising, to the contrary) for any indirect, consequential or other 

losses, howsoever arising, in connection with the Lessee’s use or operation of the Ijara Assets. 

If a Total Loss Event occurs, then the Ijara in respect of the Ijara Assets shall automatically terminate and the 

Lessor will be entitled to all insurance proceeds (or the relevant percentage thereof) payable as a result of the 

Total Loss Event in addition to any amounts payable pursuant to the Servicing Agency Agreement, together 

with any accrued and unpaid rental payments up to the date on which the Total Loss Event occurred. See “– 

Servicing Agency Agreement” below for further details. 

The Lessee has agreed that certain events or circumstances shall constitute a SEC Event under the Ijara 

Agreement, the occurrence of which shall entitle the Lessor to terminate the Ijara Agreement. 

For a full list of the SEC Events, please see Condition 14 under “Terms and Conditions of the Certificates” 

above. 

The Certificateholders will also have the benefit of a negative pledge and certain other restrictive covenants 

given by SEC in the Ijara Agreement, the full details of which are set out in Condition 5 and Condition 7 under 

“Terms and Conditions of the Certificates” above.  

SERVICING AGENCY AGREEMENT 

The Servicing Agency Agreement will be entered into on the Closing Date by SEC (in its capacity as the 

Servicing Agent) and the Trustee (in its capacity as the Lessor). Pursuant to the Servicing Agency Agreement, 

the Lessor will appoint the Servicing Agent as its agent and the Servicing Agent will agree to act as the agent for 

the Lessor and to provide certain services in respect of the Ijara Assets. The Servicing Agency Agreement will 

be governed by English law. 

Under the terms of the Servicing Agency Agreement, the Servicing Agent will be responsible for: (i) ensuring 

on behalf of the Lessor that the Ijara Assets are properly insured; (ii) the performance of all Major Maintenance 

and Structural Repair; and (iii) the payment of any proprietorship or other relevant taxes charged, levied or 

claimed in respect of the Ijara Assets. 

An amount equal to the Service Charge Amount to be paid by SEC (as the Lessee under the Ijara Agreement) to 

the Lessor as, or as part of, any: (i) supplementary rental under the Ijara Agreement; or (ii) Exercise Price under 

the Purchase Undertaking or the Sale Undertaking (as the case may be), shall be set off against the Service 

Charge Amount to be paid by the Lessor to the Servicing Agent under the Servicing Agency Agreement. 

Upon the occurrence of a Total Loss Event, all insurance proceeds (or the relevant percentage thereof) are 

required to be paid into the Transaction Account by no later than the 30th day after the occurrence of the Total 

Loss Event. The Servicing Agency Agreement provides that if the insurance proceeds paid into the Transaction 

Account are less than the Insurance Coverage Amount, due to the Servicing Agent’s failure to comply with the 

terms of the Servicing Agency Agreement, the Servicing Agent undertakes to pay any shortfall amount (being 

the difference between the Insurance Coverage Amount and the amount credited to the Transaction Account (the 

Total Loss Shortfall Amount)) into the Transaction Account by no later than close of business in Riyadh on 

the 31st day after the Total Loss Event occurred, such that the amount standing to the credit of the Transaction 

Account on the 31st day following the occurrence of a Total Loss Event, represents the aggregate of the 

insurance proceeds payable in respect of a Total Loss Event (if any) and the shortfall amount funded by the 

Servicing Agent in accordance with the terms of the Servicing Agency Agreement. Following the payment of 

such Total Loss Shortfall Amount, any insurance proceeds received from any insurer shall be for the Servicing 

Agent’s sole account. 

SUBSTITUTION UNDERTAKING 

The Trustee will enter into the Substitution Undertaking on the Closing Date in favour of SEC, which will be 

governed by English Law. 

Under the terms of the Substitution Undertaking, the Trustee has granted to SEC the right to require the Trustee 

to transfer, convey and deliver all of the Trustee’s rights, title, interests, benefits and other entitlements in and to 
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the Substituted Ijara Assets to SEC in exchange for the grant by SEC to the Trustee of the New Ijara Assets, on 

the condition that the value of such New Ijara Assets is equal to or greater than the value of the Substituted Ijara 

Assets on the Substitution Date. 

The substitution of the New Ijara Assets for the Substituted Ijara Assets will become effective on the 

Substitution Date (as specified in the Substitution Notice to be delivered by SEC in accordance with the 

Substitution Undertaking) by the Trustee and SEC entering into a Substitution Transfer Agreement in 

substantially the form scheduled to the Substitution Undertaking to effect the transfer of the Substituted Ijara 

Assets by the Trustee to SEC, which is governed by Saudi Arabian law. 

PURCHASE UNDERTAKING 

SEC will enter into the Purchase Undertaking on the Closing Date in favour of the Trustee and the Delegate, 

which will be governed by English law. 

Under the terms of the Purchase Undertaking, SEC, provided there has been no Total Loss Event, irrevocably 

undertakes to purchase, transfer, convey and deliver all of the Trustee’s rights, title, interests, benefits and other 

entitlements in and to the Ijara Assets (or the relevant Ijara Assets as identified by SEC in the case of a Change 

of Control) on: (i) the Scheduled Dissolution Date of the Certificates; or (ii) any earlier due date following the 

occurrence of a Dissolution Event or a Change of Control, in each case in exchange for payment of the relevant 

Exercise Price. The Exercise Price will be the aggregate of: (i) the outstanding face amount of the Certificates 

(or the relevant Certificates to be redeemed pursuant to Condition 10.3 in the case of a Change of Control); (ii) 

any accrued but unpaid Periodic Distribution Amount (excluding any Additional Dissolution Distribution 

Amount) relating to such Certificates; (iii) any outstanding Service Charge Amount; and (iv) any accrued but 

unpaid Additional Dissolution Distribution Amount relating to such Certificates (but not including (iii) and (iv) 

in the case of a Change of Control). An amount equal to the Service Charge Amount to be paid by SEC as part 

of any Exercise Price and any Service Charge Amount to be paid by the Trustee in accordance with the 

Servicing Agency Agreement which has not been paid by way of payment of supplementary rental under the 

Ijara Agreement shall be set-off against one another. 

In order to exercise these rights, the Trustee or the Delegate (as the case may be) is required to deliver an Asset 

Exercise Notice to SEC under the Purchase Undertaking. 

Simultaneously with the payment of the Exercise Price in accordance with the Purchase Undertaking, the parties 

will enter into a Sale Agreement to effect the sale by the Trustee to SEC of all of the Trustee’s rights, title, 

interests, benefits and other entitlements in and to the Ijara Assets. Such Sale Agreement will be governed by 

Saudi law. 

Pursuant to the Purchase Undertaking, SEC will irrevocably undertake that if it breaches any undertaking in 

Clause 2 of the Purchase Undertaking (Grant of Rights) or if it or any administrator, liquidator or receiver of it 

disputes or challenges the rights, title, interests, benefits and other entitlements of the Trustee in and to the Ijara 

Assets, SEC shall as a separate and independent obligation fully indemnify the Trustee for the purpose of 

redemption in full of the Certificates and, accordingly, the amount payable under any such indemnity claim will 

equal the Exercise Price or the Change of Control Exercise Price, as the case may be. 

SALE UNDERTAKING 

The Trustee will enter into the Sale Undertaking on the Closing Date in favour of SEC, which will be governed 

by English law. 

Under the terms of the Sale Undertaking, SEC may also following the occurrence of a Tax Event exercise its 

rights under the Sale Undertaking to require the Trustee to sell to SEC all of the Trustee’s rights, title, interests, 

benefits and other entitlements in and to the Ijara Assets by delivering an Asset Exercise Notice specifying the 

Tax Redemption Date, which shall be no later than 30 nor more than 60 days after the date on which the Asset 

Exercise Notice is given. The consideration payable by SEC upon exercise of the Sale Undertaking shall be an 

amount equal to the Exercise Price. An amount equal to the Service Charge Amount to be paid by SEC as part 

of any Exercise Price and any Service Charge Amount to be paid by the Trustee in accordance with the 
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Servicing Agency Agreement which has not been paid by way of payment of supplementary rental under the 

Ijara Agreement shall be set-off against one another. 

Under the terms of the Sale Undertaking, SEC may also, in the event of cancellation of Certificates by SEC in 

accordance with the Declaration of Trust, exercise its rights under the Sale Undertaking to require the Trustee to 

transfer and convey all of the Trustee’s rights, title, interests, benefits and other entitlements in and to the 

Redemption Ijara Assets by delivering an Asset Redemption Notice no later than five Payment Business Days 

prior to the Proposed Asset Redemption Date, which shall be a Periodic Distribution Date. The consideration 

payable by SEC upon such exercise of the Sale Undertaking shall be the delivery of the Certificates for 

cancellation, provided that, the aggregate value of the Redemption Ijara Assets shall not exceed the aggregate 

face amount of the cancelled Certificates. 

Simultaneously with the payment of the Exercise Price or cancellation of the Certificates, the parties will enter 

into a Sale Agreement to effect the sale or transfer by the Trustee to SEC of all of the Trustee’s rights, title, 

interests, benefits and other entitlements in and to the Ijara Assets or the Redemption Ijara Assets (as the case 

may be). Such Sale Agreement will be governed by Saudi law. 

THE DECLARATION OF TRUST 

The Declaration of Trust will be entered into on the Closing Date between the Issuer, in its capacity as issuer 

and Trustee, SEC and the Delegate and will be governed by English law. 

The Trust Assets in respect of each Series shall comprise: (i) all of the Trustee’s rights, title, interests, benefits 

and other entitlements, present and future, in, to and under the Ijara Assets relating to that Series; (ii) all of the 

Trustee’s rights, title, interests, benefits and other entitlements, present and future, in, to and under the 

Transaction Documents of that Series (excluding, among others, any representations given to the Trustee by 

SEC in those Transaction Documents); (iii) all monies standing to the credit of the relevant Transaction 

Account; and (iv) all proceeds of the foregoing. 

Pursuant to the Declaration of Trust, the Trustee will, inter alia: 

 hold the Trust Assets in respect of each Series on trust absolutely for the Certificateholders of that 

Series as beneficial owners pro rata according to the face amount of the relevant Certificates held by 

each such Certificateholder; 

 comply with and perform its obligations, or cause such obligations to be complied with and performed 

on its behalf in accordance with the terms of the Certificates, the Conditions and the Transaction 

Documents and observe all the provisions of the Transaction Documents which are expressed to be 

binding on it; and 

 act as trustee in respect of the Trust Assets in respect of each Series, distribute the income from such 

Trust Assets to the Certificateholders of that Series and perform its duties in accordance with the 

provisions of the Declaration of Trust. 

The Trustee will irrevocably and unconditionally appoint the Delegate to be its attorney and in its name, on its 

behalf and as its act and deed to execute, deliver and perfect all documents and to exercise all of the present and 

future duties, powers, trusts, authorities and discretions vested in the Trustee by the Declaration of Trust that the 

Delegate may consider to be necessary or desirable in order to, upon the occurrence of a Dissolution Event or a 

Potential Dissolution Event in respect of a Series exercise all of the rights (but not the obligations, liabilities, 

duties or covenants of the Trustee) of the Trustee under the Purchase Undertaking and any of the other 

Transaction Documents of that Series and make such distributions from the Trust Assets in respect of that Series 

as the Trustee is bound to make in accordance with the Declaration of Trust. The appointment of the Delegate is 

intended to be in the interests of the Certificateholders and does not affect the Trustee’s continuing role and 

obligations as sole trustee. 

In addition to the delegation of the relevant powers, certain powers under the Declaration of Trust will be vested 

solely in the Delegate, including, inter alios, the power to convene meetings of Certificateholders, the power to 

determine the occurrence of a Dissolution Event or a Potential Dissolution Event, the power to waive or 

authorise a breach of an obligation or determine that a Dissolution Event or Potential Dissolution Event shall not 
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be treated as such, and the power to consent to certain types of amendments to, and agree to any modifications 

of, any of the Conditions or any Transaction Document or the constitutional documents of the Trustee. 

The Declaration of Trust specifies, inter alia, that: 

 following the enforcement, realisation and ultimate distribution of the net proceeds of the Trust Assets 

in respect of the Certificates of a Series to the Certificateholders of that Series in accordance with the 

relevant Conditions and the Declaration of Trust, neither the Issuer nor the Trustee shall be liable for 

any further sums and, accordingly, the Certificateholders of the relevant Series may not take any action 

against the Issuer, the Trustee or any other person (including SEC) to recover any such sum in respect 

of the Certificates of that Series or the Trust Assets in respect of that Series; 

 no Certificateholder of a Series shall be entitled to proceed directly against the Issuer, the Trustee or 

SEC under any Transaction Document of that Series to which either of them is a party unless: (i) the 

Delegate having become bound so to proceed, fails to do so within 30 days of becoming so bound, or is 

unable for any reason so to do, and such failure or inability is continuing; and (ii) the relevant 

Certificateholder (or such Certificateholder together with the other Certificateholders of that Series 

who propose to proceed directly against the Issuer, the Trustee or SEC (as the case may be)) holds at 

least 25 per cent. of the then aggregate face amount of the Certificates of the Series outstanding. Under 

no circumstances shall the Delegate or any Certificateholder of a Series have any right to cause the sale 

or other disposition of any of the Trust Assets in respect of that Series (other than pursuant to the 

relevant Purchase Undertaking) and the sole right of the Delegate and the relevant Certificateholders 

against the Issuer, the Trustee and SEC shall be to enforce their respective obligations under the 

relevant Transaction Documents;  

 the Delegate shall not be bound in any circumstances to take any action to enforce or to realise the 

Trust Assets in respect of a Series or take any action against the Issuer and/or the Trustee and/or SEC 

under any Transaction Document of that Series to which any of the Issuer, the Trustee or SEC is a 

party unless directed or requested to do so: (i) by an Extraordinary Resolution of that Series; or (ii) in 

writing by the holders of at least 25 per cent. of the then aggregate outstanding face amount of the 

Certificates of that Series and in either case then only if it is indemnified and/or secured and/or 

prefunded to its satisfaction against all liabilities to which it may thereby render itself liable or which it 

may incur by so doing and provided that the Delegate shall not be held liable for the consequences of 

exercising its discretion or taking any such action and may do so without having regard to the effect of 

such action;  

 the Trustee may from time to time (but always subject to the provisions of the Declaration of Trust), 

without the consent of the Certificateholders, create and issue additional Certificates on terms and 

conditions which are the same in all respects as the outstanding Certificates of the relevant series save 

for the date and amount of the first payment of the Periodic Distribution Amount and the date from 

which Periodic Distribution Amounts start to accrue, and so that the same shall be consolidated and 

form a single series, with the outstanding Certificates, and that any additional Certificates which are to 

be created and issued so as to form a single series with the Certificates shall be constituted by a 

Supplemental Declaration of Trust; and 

 on the date upon which additional Certificates are created and issued pursuant to the provisions 

described in the paragraph above and the Purchase Agreement (being the relevant Issue Date for that 

Additional Tranche (as defined in the Declaration of Trust)), the Trustee will execute a Declaration of 

Commingling of Assets for and on behalf of the holders of the existing Certificates and the holders of 

such additional Certificates so created and issued, declaring that the relevant Additional Assets and the 

Ijara Assets as in existence immediately prior to the creation and issue of the additional Certificates are 

commingled and shall collectively comprise part of the Trust Assets for the benefit of the holders of the 

existing Certificates and the holders of such additional Certificates as tenants in common pro rata 

according to the face amount of Certificates held by each Certificateholder, in accordance with the 

Declaration of Trust. 
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The foregoing sub-paragraphs are subject to this paragraph. After enforcing or realising the Trust Assets in 

respect of a Series and distributing the net proceeds of those Trust Assets in accordance with Condition 6.2, the 

obligations of the Issuer in respect of the Certificates of that Series shall be satisfied and no Certificateholder of 

that Series may take any further steps against the Issuer, the Trustee, the Delegate or any other person (including 

SEC) to recover any further sums in respect of the Certificates of that Series and the right to receive any such 

sums unpaid shall be extinguished. In particular, no Certificateholder of that Series shall be entitled in respect 

thereof to petition or to take any other steps for the winding-up of the Issuer. 

SEC will undertake to the Delegate that, if any amount payable by SEC to the Delegate pursuant to any 

Transaction Document is not recoverable from SEC for any reason whatsoever or the Trustee or any 

Certificateholder suffers any cost, expense or loss as a result of the Trustee’s holding of the Trust Assets, which 

cost, expense or loss is not recoverable under the Transaction Documents, then SEC will indemnify the Delegate 

against all properly incurred losses, claims, costs, charges and expenses, excluding the costs of funding the 

same, to which it may be subject or which it may incur under or in respect of the Transaction Documents. 

Shari'ah Compliance 

Each Transaction Document provides that each of Saudi Electricity Global SUKUK Company 4 and Saudi 

Electricity Company agrees that it has accepted the Shari'ah compliant nature of the Transaction Documents to 

which it is a party and, to the extent permitted by law, further agrees that: 

 it shall not claim that any of its obligations under the Transaction Documents to which it is a party (or 

any provision thereof) is ultra vires or not compliant with the principles of Shari'ah;  

 it shall not take any steps or bring any proceedings in any forum to challenge the Shari'ah compliance 

of the Transaction Documents to which it is a party; and 

 none of its obligations under the Transaction Documents to which it is a party shall in any way be 

diminished, abrogated, impaired, invalidated or otherwise adversely affected by any finding, 

declaration, pronouncement, order or judgment of any court, tribunal or other body that the Transaction 

Documents to which it is a party are not compliant with the principles of Shari'ah. 
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SUBSCRIPTION AND SALE 

Citibank Global Markets Limited, First Abu Dhabi Bank PJSC, HSBC Bank plc, Mizuho International plc, 

MUFG Securities EMEA plc, Natixis, SMBC Nikko Capital Markets Limited and Standard Chartered Bank (the 

Joint Lead Managers) have entered into a subscription agreement with the Issuer and SEC dated 25 September 

2018 with respect to the Certificates (the Subscription Agreement). Subject to certain conditions, each Joint 

Lead Manager has jointly and severally agreed to subscribe for the Certificates. 

The obligations of the Joint Lead Managers are subject to certain conditions set out in the Subscription 

Agreement, including the receipt by the Joint Lead Managers of officer’s certificates and legal opinions. The 

Subscription Agreement entitles the Joint Lead Managers to terminate the issue of the Certificates in certain 

circumstances prior to payment to the Issuer. 

The Issuer and SEC have given certain representations and warranties to the Joint Lead Managers in the 

Subscription Agreement, and the Issuer and SEC have agreed to indemnify the Joint Lead Managers on a joint 

and several basis against certain liabilities in connection with the offer and sale of the Certificates. 

Other Relationships 

The Joint Lead Managers and their affiliates are full service financial institutions engaged in various activities, 

which may include securities trading, commercial and investment banking, financial advisory, investment 

management, investment research, principal investment, hedging, financing and brokerage services. Certain of 

the Joint Lead Managers and their affiliates may have performed, and may in future perform, certain investment 

and commercial banking or financial advisory services for the SEC Group from time to time, for which they 

may have received, or may in future receive, customary fees and commissions. The Joint Lead Managers and 

their affiliates have, amongst other things, acted in various roles in financing arrangements to which SEC is 

party. 

To the extent that the Joint Lead Managers or their affiliates have a lending relationship with the SEC Group, 

they may hedge their credit exposure to the SEC Group consistent with their customary risk management 

policies. Typically, the Joint Lead Managers and their affiliates would hedge such exposure by entering into 

transactions which consist of either the purchase of credit default swaps or the creation of short positions in 

SEC’s securities, including potentially, the Certificates. Any such short positions could adversely affect future 

trading prices of the Certificates. 

In addition, in the ordinary course of their business activities, the Joint Lead Managers and their affiliates may 

make or hold a broad array of investments and actively trade debt and equity securities (or related derivative 

securities) and financial instruments (including bank loans) for their own account and for the accounts of their 

customers. Such investments and securities activities may involve securities and/ or instruments of SEC. The 

Joint Lead Managers and their affiliates may also make investment recommendations and/or publish or express 

independent research views in respect of such securities or financial instruments and may hold, or recommend to 

clients that they acquire, long and/or short positions in such securities and instruments. 

UNITED STATES 

The Certificates have not been and will not be registered under the Securities Act, or the securities laws of any 

state or other jurisdiction of the United States, and may not be offered or sold within the United States or to, or 

for the account or benefit of, U.S. persons except in certain transactions exempt from or not subject to, the 

registration requirements of the Securities Act. Each Joint Lead Manager has represented and agreed that it has 

not offered, sold or delivered any Certificates, and will not offer, sell or deliver any Certificates (i) as part of its 

distribution at any time or (ii) otherwise until 40 days after the later of the commencement of the offering and 

the Closing Date, within the United States or to, or for the account or benefit of, U.S. persons except in 

accordance with Regulation S of the Securities Act.  Each Joint Lead Manager has further agreed that it will 

send to each dealer to which it sells any Certificates during the distribution compliance period a confirmation or 

other notice setting forth the restrictions on offers and sales of the Certificates within the United States or to, or 

for the account or benefit of, U.S. persons. Terms used in this paragraph have the meanings given to them by 

Regulation S. 
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Until 40 days after the commencement of the offering of the Certificates, an offer or sale of the Certificates 

within the United States by any dealer that is not participating in the offering of the Certificates may violate the 

registration requirements of the Securities Act if such offer or sale is made otherwise than in accordance with an 

available exemption from registration under the Securities Act. 

UNITED KINGDOM 

Each Joint Lead Manager has represented and agreed that: 

(a) it has only communicated or caused to be communicated and will only communicate or cause to be 

communicated an invitation or inducement to engage in investment activity (within the meaning of 

Section 21 of the Financial Services and Markets Act 2000 (FSMA)) received by it in connection with 

the issue or sale of any Certificate in circumstances in which Section 21(1) of the FSMA does not 

apply to the Issuer or SEC; and 

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything 

done by it in relation to the Certificates in, from or otherwise involving the United Kingdom. 

THE UNITED ARAB EMIRATES (EXCLUDING THE DUBAI INTERNATIONAL FINANCIAL 

CENTRE) 

Each Joint Lead Manager has represented and agreed that the Certificates have not been and will not be offered, 

sold or publicly promoted or advertised by it in the United Arab Emirates other than in compliance with any 

laws applicable in the United Arab Emirates governing the issue, offering and sale of securities. 

THE DUBAI INTERNATIONAL FINANCIAL CENTRE 

Each Joint Lead Manager has represented and agreed that it has not offered and will not offer the Certificates to 

any person in the DIFC unless such offer is: 

(a) an “Exempt Offer” in accordance with the Markets Rules (MKT) Module of the Dubai Financial 

Services Authority (the DFSA) rulebook; and 

(b) made only to persons who meet the Professional Client criteria set out in Rule 2.3.3 of the Conduct of 

Business Module of the DFSA rulebook. 

THE STATE OF QATAR (INCLUDING THE QATAR FINANCIAL CENTRE) 

Each Joint Lead Manager has represented and agreed that it has not offered, delivered or sold, and will not offer, 

deliver or sell at any time, directly or indirectly, any Certificates in the State of Qatar (including the Qatar 

Financial Centre) (Qatar), except: (a) in compliance with all applicable laws and regulations of Qatar; and (b) 

through persons or corporate entities authorised and licensed to provide investment advice and/or engage in 

brokerage activity and/or trade in respect of foreign securities in Qatar. 

KINGDOM OF SAUDI ARABIA 

No action has been or will be taken in the Kingdom of Saudi Arabia that would permit a public offering of the 

Certificates. Any investor in the Kingdom of Saudi Arabia or who is a Saudi person (a Saudi Investor) who 

acquires Certificates pursuant to any offering should note that the offer of Certificates is a private placement 

under Article 8 of the "Rules on the Offer of Securities and Continuing Obligations" as issued by the Board of 

the Capital Market Authority pursuant to its resolution number 3-123-2017 dated 9/4/1439H (corresponding to 

27 December 2017G) as amended by resolution number 3-45-2018 dated 7/8/1439H (corresponding to 23 April 

2018G) (the Rules on the Offer of Securities and Continuing Obligations), through a person authorised by 

the Capital Market Authority to carry on the securities activity of arranging and following a notification to the 

Capital Market Authority under Article 11 of the Rules on the Offer of Securities and Continuing Obligations. 

The Certificates may thus not be advertised, offered or sold to any person in the Kingdom of Saudi Arabia other 

than to "Sophisticated Investors" under Article 9 of the Rules on the Offer of Securities and Continuing 

Obligations or by way of a limited offer under Article 10 of the Rules on the Offer of Securities and Continuing 
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Obligations. Each Joint Lead Manager has represented and agreed that any offer of Certificates by it to a Saudi 

Investor will be made in compliance with Articles 9 to 12 (inclusive) of the Rules on the Offer of Securities and 

Continuing Obligations.  

Each offer of Certificates shall not therefore constitute a "public offer", an “exempt offer” or a “parallel market 

offer” pursuant to the Rules on the Offer of Securities and Continuing Obligations, but is subject to the 

restrictions on secondary market activity under Article 15 of the Rules on the Offer of Securities and Continuing 

Obligations. Any Saudi Investor who has acquired Certificates pursuant to a private placement under Article 9 

or Article 10 of the Rules on the Offer of Securities and Continuing Obligations may not offer or sell those 

Certificates to any person except in accordance with Article 15 of the Rules on the Offer of Securities and 

Continuing Obligations which is summarized as follows:  

(a) A person (referred to as a “transferor”) who has acquired the Certificates pursuant to a private 

placement may not offer or sell such Certificates to any person (referred to as a “transferee”) unless the 

offer or sale is made through an authorised person and where one of the following requirements is met: 

(i) the price to be paid for the Certificates in any one transaction is equal to or exceeds SAR 1 

million or an equivalent amount;  

(ii) the Certificates are offered or sold to a sophisticated investor; or  

(iii) the Certificates are being offered or sold in such other circumstances as the Capital Market 

Authority may prescribe for these purposes.  

(b) If the requirement in subparagraph (i) of paragraph (a) above cannot be fulfilled because the price of 

the Certificates being offered or sold to the transferee has declined since the date of the original private 

placement, the transferor may offer or sell such Certificates to the transferee if their purchase price 

during the period of the original private placement was equal to or exceeded SAR 1 million or an 

equivalent amount.  

(c) If the requirement in paragraph (b) above cannot be fulfilled, a transferor may offer or sell the 

Certificates if he sells his entire holding of such Certificates to one transferee.  

(d) The provisions of paragraphs (a), (b) and (c) above shall apply to all subsequent transferees of such 

Certificates.  

The restrictions in Article 15 of the Rules on the Offer of Securities and Continuing Obligations shall cease to 

apply upon approval of listing on the Saudi Stock Exchange (Tadawul) of Certificates of the same class as the 

Certificates that are subject to such restrictions. 

BAHRAIN 

Each Joint Lead Manager has represented and agreed that it has not offered or sold, and will not offer or sell, 

any Certificates except on a private placement basis to persons in the Kingdom of Bahrain who are “accredited 

investors”. 

For this purpose, an “accredited investor” means: 

(a) an individual holding financial assets (either singly or jointly with a spouse) of U.S.$1,000,000 or more 

excluding that person’s principal place of residence; 

(b) a company, partnership, trust or other commercial undertaking which has financial assets available for 

investment of not less than U.S.$1,000,000; or 

(c) a government, supranational organisation, central bank or other national monetary authority or a state 

organisation whose main activity is to invest in financial instruments (such as a state pension fund). 

CAYMAN ISLANDS 

Each Joint Lead Manager has represented and agreed that no invitation or offer, whether directly or indirectly, to 

subscribe for the Certificates has been or will be made by it to any member of the public in the Cayman Islands. 
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HONG KONG 

Each Joint Lead Manager has represented and agreed that: 

(a) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any 

Certificates other than (a) to "professional investors" as defined in the Securities and Futures Ordinance 

(Cap. 571) of Hong Kong (the Securities and Futures Ordinance) and any rules made under the 

Securities and Futures Ordinance; or (b) in other circumstances which do not result in the document 

being a "prospectus" as defined in the Companies Ordinance (Winding Up and Miscellaneous 

Provisions) (Cap. 32) of Hong Kong or which do not constitute an offer to the public within the 

meaning of that Ordinance; and 

(b) it has not issued or had in its possession for the purposes of issue, and will not issue or have in its 

possession for the purposes of issue, in each case whether in Hong Kong or elsewhere, any 

advertisement, invitation or document relating to the Certificates, which is directed at, or the contents 

of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so 

under the securities laws of Hong Kong) other than with respect to any Certificates which are or are 

intended to be disposed of only to persons outside Hong Kong or only to "professional investors" as 

defined in the Securities and Futures Ordinance and any rules made under the Securities and Futures 

Ordinance. 

SINGAPORE 

Each Joint Lead Manager has acknowledged that this Prospectus has not been and will not be registered as a 

prospectus with the Monetary Authority of Singapore (the MAS) and the Certificates will be offered pursuant to 

exemptions under the Securities and Futures Act (Chapter 289 of Singapore) (the SFA). Accordingly, each Joint 

Lead Manager has represented and agreed that it has not offered or sold any Certificates or caused such 

Certificates to be made the subject of an invitation for subscription or purchase and will not offer or sell any 

Certificates or cause the Certificates to be made the subject of an invitation for subscription or purchase, and has 

not circulated or distributed, nor will it circulate or distribute, this Prospectus or any other document or material 

in connection with the offer or sale, or invitation for subscription or purchase, of the Certificates, whether 

directly or indirectly, to any person in Singapore other than (i) to an institutional investor (as defined in Section 

4A of the SFA) pursuant to Section 274 of the SFA; (ii) to a relevant person (as defined in Section 275(2) of the 

SFA) under Section 275(1) of the SFA, or any person pursuant to Section 275(1A) of the SFA, and in 

accordance with the conditions specified in Section 275 of the SFA; or (iii) otherwise pursuant to, and in 

accordance with the conditions of, any other applicable provision of the SFA. 

Where Certificates are subscribed or purchased under Section 275 of the SFA by a relevant person which is: 

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole 

business of which is to hold investments and the entire share capital of which is owned by one or more 

individuals, each of whom is an accredited investor; or 

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and 

each beneficiary of the trust is an individual who is an accredited investor, 

securities (as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries' rights and interest 

(howsoever described) in that trust shall not be transferred within six months after that corporation or that trust 

has acquired the Certificates pursuant to an offer made under Section 275 of the SFA except: 

(i) to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to any 

person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA; or 

(ii) where no consideration is or will be given for the transfer; or 

(iii) where the transfer is by operation of law; or 

(iv) as specified in Section 276(7) of the SFA; or 

(v) as specified in Regulation 32 of the Securities and Futures (Offer of Investments) (Shares and 

Debentures) Regulations 2005 of Singapore. 
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Notification under Section 309B(1)(c) of the SFA - In connection with Section 309B of the SFA and the CMP 

Regulations 2018, each of the Issuer and SEC has determined the classification of the Certificates as prescribed 

capital markets products (as defined in the CMP Regulations 2018) and Excluded Investment Products (as 

defined in the MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and the MAS Notice FAA-

N16: Notice on Recommendations on Investment Products). 

MALAYSIA 

Each Joint Lead Manager has acknowledged that this Prospectus has not been registered as a prospectus with the 

Securities Commission of Malaysia under the Capital Markets and Services Act 2007 of Malaysia (the CMSA). 

Accordingly, each Joint Lead Manager has represented and agreed that the Certificates have not been and will 

not be offered or sold by it, and no invitation to subscribe for or purchase any Certificates has been or will be 

made, directly or indirectly, by it nor may any document or other material in connection therewith be distributed 

by it in Malaysia, other than to persons falling within any one of the categories of persons specified under 

Schedule 6 or Section 229(1)(b) and Schedule 7 or Section 230(1)(b) and Schedule 8 or Section 257(3), read 

together with Schedule 9 or Section 257(3) of the CMSA, subject to any law, order, regulation or official 

directive of the Central Bank of Malaysia, the Securities Commission of Malaysia and/or any other regulatory 

authority from time to time. 

Residents of Malaysia may be required to obtain relevant regulatory approvals including approval from the 

Controller of Foreign Exchange to purchase the Certificates. The onus is on the Malaysian residents concerned 

to obtain such regulatory approvals and none of the Joint Lead Managers is responsible for any invitation, offer, 

sale or purchase of the Certificates as aforesaid without the necessary approvals being in place. 

GENERAL 

No action has been taken or will be taken in any jurisdiction by the Joint Lead Managers, the Issuer or SEC that 

would permit a public offering of the Certificates, or possession or distribution of this Prospectus or any 

supplement hereto or any other offering or publicity material relating to the Certificates, in any country or 

jurisdiction where action for that purpose is required. Each Joint Lead Manager has undertaken that it will (to 

the best of its knowledge and belief) comply with all applicable laws and regulations in each jurisdiction in 

which it purchases, offers, sells or delivers Certificates or has in its possession or distributes this Prospectus or 

supplement hereto or any other offering or publicity material. Persons into whose possession this Prospectus 

comes are required by the Issuer, SEC and the Joint Lead Managers to comply with all applicable laws and 

regulations in each country or jurisdiction in which they purchase, offer, sell or deliver Certificates or have in 

their possession, distribute or publish this Prospectus or any other offering or publicity material relating to the 

Certificates, in all cases at their own expense. 

None of the Joint Lead Managers, the Issuer or SEC represents that Certificates may at any time lawfully be 

sold in compliance with any applicable registration or other requirements in any jurisdiction, or pursuant to any 

exemption available thereunder, or assumes any responsibility for facilitating any such sale. 
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TAXATION AND ZAKAT 

The statements herein regarding taxation/zakat are based on the laws in force in the Kingdom of Saudi Arabia 

(Saudi Arabia) and the Cayman Islands and elsewhere as at the date of this Prospectus and are subject to any 

changes in law occurring after such date, which changes could be made on a retroactive basis. 

The following summary does not purport to be a comprehensive description of all the tax/zakat considerations 

which may be relevant to a decision to subscribe for, purchase, own or dispose of the Certificates and does not 

purport to deal with the tax/zakat consequences applicable to all categories of investors, some of which (such as 

dealers in securities or commodities) may be subject to special rules. Prospective purchasers of the Certificates 

are advised to consult their own tax/zakat advisers concerning the overall tax/zakat consequences of their 

ownership of the Certificates. 

SAUDI ARABIA 

Income Tax 

Persons Subject to Taxation (as defined below) are subject to 20 per cent. corporate income tax in Saudi Arabia 

on its gross income, as reduced by allowable costs and other adjustments.  

Companies resident in Saudi Arabia and wholly owned by Saudi/GCC nationals (through a GCC-based chain of 

ownership not including any non-GCC entity in the ownership structure) are subject to Zakat, instead of income 

tax, on its net assessable funds, being the higher of Zakat-adjusted income and the Zakat base.  

Companies owned jointly by Saudi/GCC and non-Saudi/non-GCC nationals are proportionately subject to tax 

and Zakat. In determining the tax/Zakat profile of an entity, the General Authority of Zakat and Tax (GAZT) 

normally apply a “look- through” approach to determine whether the up-stream shareholding structure at any 

point exists outside of the GCC. 

Zakat 

The guidance on Zakat in Saudi Arabia is based on the provisions of Royal Decrees, Ministerial Resolutions, 

and GAZT circulars that are in force. Zakat is applicable and assessed at a rate of 2.5 per cent. on the GCC 

shareholders’ share in the Zakat-adjusted income and net Zakat base of a Saudi Arabian company.  

Special rules apply on calculation of Zakat. The Zakat adjusted income is broadly similar to taxable income with 

a few modifications.  The gross amount of Zakat base includes Zakat-adjusted income and additionally includes 

all liabilities, whether payable to shareholders (such as share capital, reserves, retained earnings and 

shareholders’ current account balances), to related parties or to third parties that have either: (a) remained with 

the entity for more than 12 months; or (b) have been used to finance assets that are deductible in calculating the 

net Zakat base.  In calculating the net Zakat base, the entity is entitled to deduct tangible and intangible fixed 

assets and long term equity investments in Zakat-paying companies. As mentioned, Zakat is applied on the 

higher of Zakat-adjusted income and the net Zakat base. 

Withholding Tax 

Saudi Arabian resident persons and permanent establishments of non-resident entities in Saudi Arabia are 

required to withhold taxes on payments to non-residents, including GCC residents, if such payment is from a 

source in the Kingdom. Withholding tax rates vary from 5 per cent. to 20 per cent. depending on the nature of 

the underlying payment. Rental charges and loan fees (akin to interest) charges paid to non-residents attract a 5 

per cent. withholding tax. 

Withholding tax implications in connection with the transaction 

Since the Trustee is not a Saudi resident, the payment of rentals by SEC to the Trustee pursuant to the Ijara 

Agreement will be subject to a 5 per cent. withholding tax on the rental payments in accordance with the Income 

Tax Regulations. Under the Income Tax Regulations, SEC will be responsible for withholding and settling the 

amount of withholding tax with the GAZT on payments in connection with the rental payments. If such 
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payments are subject to any withholding or deduction on account of tax in Saudi Arabia, the Ijara Agreement 

provides for SEC to pay additional amounts so that the Trustee will receive the full amount which otherwise 

would have been due and payable under the relevant Transaction Documents. 

VAT 

Persons that undertake economic activities in the Kingdom are required to register for VAT and charge tax on 

their transactions either at the standard rate of 5 per cent. or at a zero rate of 0 per cent.  

Although the Trustee is not a Saudi resident, the Ijara Assets are located in Saudi Arabia. The location of the 

Ijara Assets may therefore create a presence in Saudi Arabia for VAT purposes with regards to the Trustee and 

this may result in the Trustee being required to register for VAT.  

Certain Islamic financing transactions are exempt from VAT, but it is expected that if the Trustee is required to 

register for VAT then, since the Trustee is wholly owned by SEC, it should be eligible to be part of a VAT 

group for the purposes of Saudi Arabian tax law. As part of a VAT group for the purposes of Saudi Arabian tax 

law, both the sale and the leaseback of the Ijara Assets would be disregarded for VAT purposes and no VAT 

liability would arise for either SEC or the Trustee. 

In order for the Trustee to be formally included in a VAT group for the purposes of Saudi Arabian tax law, the 

GAZT would need to be notified in writing. 

Certain tax and Zakat implications for Certificateholders 

A. GCC Certificateholders who are Resident in Saudi Arabia 

Certificateholders who are GCC persons (as defined below) and resident (as defined below) in Saudi Arabia are 

not subject to Saudi Arabian tax, whether by withholding or direct assessment, in respect of any payment or gain 

realised in respect of the Certificates. However, such Certificateholders could be subject to Zakat if the 

ownership of the Certificates is attributable to their business activities. This summary does not consider the 

extent to which such Certificateholders would be liable to Zakat as a consequence of acquiring, holding or 

disposing of its Certificates. Under the Zakat regulations which are in effect as of the date of this Prospectus in 

Saudi Arabia, long-term investments in Certificates are not deductible in calculating the net Zakat base of the 

investor. 

A natural person with a permanent residence in Saudi Arabia 

A natural person who is resident in Saudi Arabia will not be subject to Zakat and tax, whether by withholding or 

direct assessment, in respect of payments in the nature of profits or gain realized in respect of the Certificates, 

provided the ownership of Certificates is not attributable to any business activities conducted by the natural 

person. 

A legal entity established under the law of a GCC country other than Saudi Arabia, with a Permanent 

Establishment in Saudi Arabia. 

A legal entity of a GCC country having a Permanent Establishment in Saudi Arabia (i.e. a branch of a GCC 

legal entity), will be subject to Saudi Arabian corporate tax on the income of the Permanent Establishment, 

including any income from the Certificates, which is attributable to a Permanent Establishment. All payments in 

the nature of profit (except capital gains arising from disposal of securities traded on Saudi stock exchange) in 

respect of the Certificates will be part of such Certificateholder’s gross income, if the payment is attributable to 

the Permanent Establishment. The gross income, less deduction of allowable costs and certain other 

adjustments, will be subject to income tax at the current rate of 20 per cent.  

Furthermore, any transfer of the profit to the head office of the Permanent Establishment will be considered to 

be a distribution of profit and will be subject to a further 5 per cent. withholding tax. 

B. Non-GCC Certificateholders who are Resident in Saudi Arabia 

Certificateholders who are non-GCC persons (excluding natural persons) resident in Saudi Arabia, defined in 

Article 3 of the Income Tax Regulation, will be subject to corporate tax.  
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All payments in the nature of profit (except capital gains arising from disposal of securities traded on Saudi 

stock exchange) in respect of the Certificates will be part of the Certificateholder’s gross income. The gross 

income, less deduction of allowable costs and certain other adjustments, will be subject to corporate tax at the 

current rate of 20 per cent. 

C. Certificateholders who are Non-resident in Saudi Arabia 

Certificateholders, either natural persons or legal entities, who are not resident in Saudi Arabia (whether such 

Certificateholders are Saudi Arabian nationals or non-Saudi Arabian nationals, including Certificateholders 

resident in the GCC) should not be subject to Saudi Arabian withholding tax on any payments received by them 

from the Issuer, in respect of the Certificates, on the basis that such payments are received from, prima facie, a 

non-Saudi resident Trustee entity. As mentioned above, payments to the non-resident Trustee will be subject to 

a 5 per cent. withholding tax 

Certificateholders who are non-residents with a Permanent Establishment in Saudi Arabia (as defined in Article 

4 of the Income Tax Regulation), will be subject to Saudi Arabian income tax on a Permanent Establishment’s 

income, including income from the Certificates which is attributable to a Permanent Establishment. 

Furthermore, pursuant to Article 63 of the Implementing Regulations of the Income Tax Regulation, a 

Permanent Establishment will be subject to a withholding tax at the rate of 5 per cent on remittance of profits to 

its head office. 

D. General 

Natural persons who are Certificateholders at the time of their death are generally not subject to inheritance or 

other taxes of a similar nature in Saudi Arabia, although distribution on inheritance is considered a disposal of 

the asset for tax purposes.  

Certificateholders will not be deemed to be resident, domiciled or carrying on business in Saudi Arabia solely 

by reason of holding any Certificates.  

For the purposes of this summary: 

GCC person means (a) a citizen of any of the member countries of the Cooperation Council of the Arab States 

of the Gulf (namely, Saudi Arabia, the United Arab Emirates, the Kingdom of Bahrain, the Sultanate of Oman, 

the State of Qatar and the State of Kuwait) and (b) any legal entity owned by GCC citizens and established 

under the laws of a GCC country with no non-GCC entity in the chain of ownership between GCC citizens and 

the legal entity; 

GAZT means the General Authority of Zakat and Tax; 

Income Tax Regulation means the Income Tax Regulation issued under Royal Decree No. M/1 dated 

15/01/1425H); 

Persons Subject to Taxation as defined in Article 2 of the Income Tax Regulation, are 

i. a resident capital company on non-Saudi shares, 

ii. a resident non-Saudi natural person who carries on business activities in the Kingdom, 

iii. a non-resident who carries on business activities in the Kingdom through a Permanent Establishment, 

iv. a non-resident, on other income subject to tax from sources within the Kingdom, 

v. a person engaged in the field of natural gas investment, 

vi. a person engaged in the production of oil and hydrocarbon materials. 

Permanent Establishment means a permanent enterprise of a non-resident in Saudi Arabia which represents a 

permanent place for the non-resident’s activity where it conducts the activity either fully or partly; this also 

includes the activities conducted by the non-resident through a dependent agent (dependent agent having the 

meaning specified in the Income Tax Regulation). A non-resident carrying out an activity in Saudi Arabia 

through a licensed branch (as defined in Article 4(b) 4 of the Income Tax Regulation) is considered to have a 

Permanent Establishment in Saudi Arabia; 
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A person is resident in Saudi Arabia (as defined in Article 3 of the Income Tax Regulations): 

a) A natural person is considered a resident in Saudi Arabia for a taxable year if he meets either of the two 

following conditions: 

i. he has a permanent place of abode in Saudi Arabia and is physically residing in Saudi Arabia 

for a period, in aggregate, of not less than 30 days during the taxable year; or 

ii. he is physically residing in Saudi Arabia for a period of not less than 183 days in the taxable 

year. 

For the purposes of this paragraph, residence in Saudi Arabia for part of a day is considered residence 

for the whole day, except in the case of a person in transit between two points outside Saudi Arabia. 

b) A company is considered resident in Saudi Arabia during the taxable year if it meets either of the 

following conditions: 

i. it is formed in accordance with the Saudi Arabian Companies Regulations; or 

ii. its central management is located in Saudi Arabia. 

CAYMAN ISLANDS 

There are no income, corporation, capital gains or other taxes in effect in the Cayman Islands on the basis of 

present legislation. The Issuer has applied for and expects to obtain an undertaking from the Governor-in-

Cabinet of the Cayman Islands, pursuant to the Tax Concessions Law (as amended) of the Cayman Islands, that 

for a period of 30 years from the date of grant of that undertaking no law which is enacted in the Cayman 

Islands imposing any tax to be levied on profits, income, gains or appreciation shall apply to the Issuer or its 

operations and, in addition, that no tax to be levied on profits, income, gains or appreciations which is in the 

nature of estate duty or inheritance tax shall be payable on or in respect of the shares, debentures or other 

obligations (which would include the Certificates) of the Issuer or by way of the withholding in whole or part of 

any relevant payment (as defined in the Tax Concessions Law (as amended)). No capital or stamp duties are 

levied in the Cayman Islands on the issue or redemption of Certificates. An instrument of transfer in respect of 

Certificates may be stampable if executed in or brought to the Cayman Islands. An annual registration fee is 

payable by the Issuer to the Cayman Islands Registry of Companies which is calculated by reference to the 

nominal amount of its authorised capital. At current rates, this annual registration fee is approximately 

U.S.$853.66. The foregoing is based on current law and practice in the Cayman Islands and this is subject to 

change therein. 

FOREIGN ACCOUNT TAX COMPLIANCE ACT 

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA, a 

"foreign financial institution" may be required to withhold on certain payments it makes (foreign passthru 

payments) to persons that fail to meet certain certification, reporting, or related requirements. The Trustee may 

be a foreign financial institution for these purposes. A number of jurisdictions (including the Cayman Islands) 

have entered into, or have agreed in substance to, intergovernmental agreements with the United States to 

implement FATCA (IGAs), which modify the way in which FATCA applies in their jurisdictions. Under the 

provisions of IGAs as currently in effect, a foreign financial institution in an IGA jurisdiction would generally 

not be required to withhold under FATCA or an IGA from payments that it makes. Certain aspects of the 

application of the FATCA provisions and IGAs to instruments such as the Certificates, including whether 

withholding would ever be required pursuant to FATCA or an IGA with respect to payments on instruments 

such as the Trust Certificates, are uncertain and may be subject to change. Even if withholding would be 

required pursuant to FATCA or an IGA with respect to payments on instruments such as the Certificates, such 

withholding would not apply prior to 1 January 2019 and Certificates characterised as debt (or which are not 

otherwise characterised as equity and have a fixed term) for U.S. federal tax purposes that are issued on or prior 

to the date that is six months after the date on which final regulations defining "foreign passthru payments" are 

filed with the U.S. Federal Register generally would be "grandfathered" for purposes of FATCA withholding 

unless materially modified after such date. 
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GENERAL INFORMATION 

AUTHORISATION 

The issue of the Certificates has been duly authorised by a resolution of the Board of Directors of the Issuer 

dated 12 September 2018. The Issuer has obtained all necessary consents, approvals and authorisations in the 

Cayman Islands in connection with the issue and performance of the Certificates and the execution and 

performance of the Transaction Documents. The entry into the Transaction Documents has been duly authorised 

by a resolution of the Board of Directors of SEC on 29/08/1439H  (corresponding to 15/05/2018G). 

LISTING 

Application has been made to Euronext Dublin for the Certificates to be admitted to the Official List and trading 

on the Main Securities Market. It is expected that the listing of the Certificates on the Official List and 

admission of the Certificates to trading on the Main Securities Market will be granted on or around 27 

September 2018. The total expenses related to the admission to trading on the Main Securities Market are 

estimated to be €15,140. 

DOCUMENTS AVAILABLE 

For so long as any Certificates remain outstanding, copies (and English translations where the documents in 

question are not in English) of the following documents will be available, during usual business hours on any 

weekday (Saturdays, Sundays and public holidays excepted), for inspection at the offices of the Issuer and the 

Paying Agent in London in electronic form: 

(a) the Transaction Documents other than the Subscription Agreement; 

(b) the Memorandum and Articles of Association of the Issuer; 

(c) the constitutional documents of SEC; 

(d) the 2017 Financial Statements, the 2016 Financial Statements and the Interim Financial Statements; 

and 

(e) this Prospectus. 

CLEARING SYSTEMS 

The Certificates have been accepted for clearance through Euroclear and Clearstream (which are the entities in 

charge of keeping the records).  

The ISIN for the 2024 Certificates is XS1857100090. The Common Code for the 2024 Certificates is 

185710009.  

The ISIN for the 2028 Certificates is XS1877838877. The Common Code for the 2028 Certificates is 

187783887. 

The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert II, B-1210 Brussels and the 

address of Clearstream is Clearstream Banking S.A., 42 Avenue JF Kennedy, L-1855 Luxembourg. 

SIGNIFICANT OR MATERIAL CHANGE 

There has been no significant change in the financial or trading position of the Issuer and no material adverse 

change in the prospects of the Issuer, in each case, since the date of its incorporation. 

There has been no significant change in the financial or trading position of SEC and its subsidiaries, taken as a 

whole since 30 June 2018 and there has been no material adverse change in the prospects of SEC and its 

subsidiaries, taken as a whole, since 31 December 2017. 
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LITIGATION 

The Issuer is not and has not been involved in any governmental, legal or arbitration proceedings (including any 

such proceedings which are pending or threatened of which the Issuer is aware) in the 12 months preceding the 

date of this document which may have or have in such period had a significant effect on the financial position or 

profitability of the Issuer. 

SEC and certain of its subsidiaries are currently involved in a number of legal proceedings. See “Description of 

the SEC Group’s Business – Litigation” and in “Description of the SEC Group’s Business – Disputes with Saudi 

Aramco”. While SEC cannot predict the final outcome of such legal proceedings, SEC is not and has not been 

involved in any governmental, legal or arbitration proceedings (including any such proceedings which are 

pending or threatened of which SEC is aware) in the 12 months preceding the date of this document which may 

have or have in such period had a significant effect on the financial position or profitability of SEC. 

AUDITORS 

The first financial period of the Issuer will end on 31 December 2018. The Issuer has no subsidiaries. The Issuer 

is not required by Cayman Islands law, and does not intend, to publish audited financial statements or appoint 

any auditors. 

KPMG Al Fozan & Partners (a member firm of KPMG International Cooperative, a Swiss entity), of KPMG 

Tower, Salahudeen Al Ayoubi Road, P.O. Box 92876, Riyadh 11663, Kingdom of Saudi Arabia have audited, 

and delivered unqualified audit reports on, the 2017 Financial Statements (which have been audited in 

accordance with IFRS adopted in Saudi Arabia and the other standards and guidelines approved by the Saudi 

Organization of Certified Public Accountants) and the 2016 Financial Statements (which have been audited in 

accordance with Saudi GAAP). KPMG Al Fozan & Partners do not have any material interest in SEC. 

SHARI’AH ADVISORY BOARDS 

The transaction structure relating to the Certificates (as described in this Prospectus) has been reviewed by the 

Shari’ah Advisers. Prospective Certificateholders should not rely on this review in deciding whether to make an 

investment in the Certificates and should consult their own Shari’ah advisers as to whether the proposed 

transaction is in compliance with Shari’ah principles. 

LISTING AGENT 

Walkers Listing Services Limited is acting solely in its capacity as listing agent for the Trustee in relation to the 

Certificates and is not itself seeking admission of the Certificates to the Official List or to trading on the Main 

Securities Market. 

MISCELLANEOUS 

The language of this Prospectus is English. Certain technical legislative references and technical terms have 

been cited in their original language in order that the correct technical meaning may be ascribed to them under 

applicable law. 
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SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN SAUDI GAAP AND IFRS 

SEC’s financial statements have been prepared in accordance with Saudi GAAP which are promulgated by 

SOCPA. While a number of Saudi accounting standards and interpretations have been issued to date, SOCPA 

refers to IFRS as an alternative base to complement Saudi standards in cases when a particular accounting 

matter has not been covered by an applicable Saudi accounting standard or interpretation. Saudi GAAP differs 

from IFRS in certain significant respects and these differences are referred to below as GAAP differences. 

For the purposes of this summary, the GAAP differences described below are the significant differences that 

apply to the Financial Statements. This summary is not intended to present all the GAAP differences between 

Saudi GAAP and IFRS. This summary should not be considered to be exhaustive. Investors must rely on their 

own examination of SEC and its financial information. Investors should consult their own professional advisers 

for an understanding of the differences between Saudi GAAP and IFRS and how these differences might affect 

SEC’s financial information. In addition, no attempt has been made to identify all classification, disclosure and 

presentation differences between Saudi GAAP and IFRS that would affect the manner in which transactions and 

events are presented in the Financial Statements or to quantify items discussed in this summary. No attempt has 

been made to identify future differences between Saudi GAAP and IFRS as the result of prescribed changes in 

standards and regulations. In addition, regulatory bodies that promulgate Saudi GAAP and IFRS have 

significant projects ongoing that could affect future comparisons between Saudi GAAP and IFRS. No attempt 

has been made to identify all future differences between Saudi GAAP and IFRS that may affect financial 

statements as a result of transactions or events that may occur in the future. 

The discussion below is limited to GAAP differences in the Recognition and Measurement requirements 

affecting SEC’s balance sheet and statement of income. Consequently, this summary does not deal with any 

differences related to the statement of cash flows, statement of changes in shareholders’ equity and presentation 

and disclosure requirements. 

The principal GAAP differences are listed below (for further information regarding the differences between 

IFRS and Saudi GAAP, see note 7 to the 2017 Financial Statements): 

Employee benefits 

According to SEC’s accounting policy, employees’ indemnity provision is calculated and accounted for at cost 

and in accordance with the related labour regulations in the Kingdom. Adjustments to this provision are charged 

to the statement of income. Presently, end-of-service indemnities required by Saudi Arabian labour laws are 

provided in the financial statements based on the employee’s length of service. Therefore, the liability represents 

the amount due on the basis that all employees leave or their service is terminated on 1 January following the 

year end. 

Under IFRS, employees’ end-of-service benefits as required by the Saudi Arabian law are accounted for and 

categorised as “post-employment: defined benefit plans”. Accounting for defined benefit plans is complex and 

actuarial valuation is usually required to measure the obligation and the expense with a possibility of actuarial 

gains and losses. Moreover, the obligations are measured on a discounted basis because they may be settled 

many years after the employees render the related service. 

Earnings per share 

According to Saudi GAAP, earnings per share is presented in the statement of income for profit or loss from 

operations and for the net profit or loss. 

Under IFRS, earnings per share is presented in the statement of comprehensive income for profit or loss from 

continuing operations. 

Statement of comprehensive income 

IFRS dictates the presentation of the statement of comprehensive income that requires an entity to: 

 separately classify items of other comprehensive income by their nature in a financial statement; and 
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 display the accumulated balance of other comprehensive income separately from retained earnings and 

additional paid-in capital in the equity section of the statement of financial position. 

Saudi GAAP has no equivalent requirements. 

Property, plant and equipment 

Under IFRS, where parts of an item of property, plant and equipment are significant and have different useful 

lives, they are accounted for as separate items (major components) of property, plant and equipment, and 

depreciated separately in accordance with International Accounting Standard 16.  

According to Saudi GAAP, property, plant and equipment are measured at historical cost with no separate 

treatment for major components and no revaluation of useful life. 
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ISSUER AND TRUSTEE 

Saudi Electricity Global SUKUK Company 4 

c/o Walkers Fiduciary Limited 

Cayman Corporate Centre 

27 Hospital Road 

George Town 

Grand Cayman, KY1-9008 

Cayman Islands 

 

SEC 

Saudi Electricity Company 

Oasis Granada Tower 

P.O. Box 22955 

Riyadh 11416 

Kingdom of Saudi Arabia 

 

JOINT LEAD MANAGERS 

 

Citigroup Global Markets Limited 

Citigroup Centre 

Canada Square 

Canary Wharf 

London E14 5LB 

United Kingdom 

First Abu Dhabi Bank PJSC 

FAB Building  

Khalifa Business Park – Al Qurm District 

P.O. Box 6316 

Abu Dhabi 

United Arab Emirates 

HSBC Bank plc 

8 Canada Square 

London E14 5HQ 

United Kingdom 

Mizuho International plc 

Mizuho House  

30 Old Bailey 

London EC4M 7AU 

United Kingdom 

MUFG Securities EMEA plc 

Ropemaker Place 

25 Ropemaker Street 

London EC2Y 9AJ 

United Kingdom  

Natixis 

30, avenue Pierre Mendès France 

75013 Paris 

France 

SMBC Nikko Capital Markets Limited 

One New Change 

London EC4M 9AF 

United Kingdom  

Standard Chartered Bank 

P.O. Box 999 

Dubai 

United Arab Emirates 

 

DELEGATE 

HSBC Corporate Trustee Company (UK) Limited 

8 Canada Square 

London E14 5HQ 

United Kingdom 

 

PRINCIPAL PAYING AGENT, REGISTRAR, REPLACEMENT AGENT AND TRANSFER AGENT 

HSBC Bank plc 

Corporate Trust & Loans Agency 

Level 27 

8 Canada Square 

London E14 5HQ 

United Kingdom 
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AUDITORS 

To SEC 

KPMG Al Fozan & Partners 

KPMG Tower 

Salahudeen Al Ayoubi Road 

P.O. Box 92876 

Riyadh 11663 

Kingdom of Saudi Arabia 

 

LEGAL ADVISERS 

To the Issuer as to Cayman Islands law 

Walkers (Dubai) LLP 

Level 14, Burj Daman 

Dubai International Financial Centre 

P.O. Box 506513 

Dubai, United Arab Emirates 

 

To SEC 

 

As to English law As to Saudi Arabian law 

Allen & Overy LLP 

1 Bishops Square 

London E1 6AD 

United Kingdom 

Khoshaim and Associates  

P.O. Box 230667,  

17th Floor, Tower B 

Olaya Towers, Olaya District 

Riyadh, 11321 

Kingdom of Saudi Arabia 

  

To the Joint Lead Managers and the Delegate 

  

As to English law As to Saudi Arabian law 

Latham & Watkins LLP 

Dubai International Financial Centre 

Precinct Building 1, Level 3 

P.O. Box 506698 

Dubai 

United Arab Emirates 

Law Office of Salman M. Al-Sudairi 

in association with Latham & Watkins LLP 

7th Floor, Tower 1, Al-Tatweer Towers 

King Fahad Highway 

P.O. Box 17411 

Riyadh 11484 

Kingdom of Saudi Arabia 

  

LISTING AGENT 

Walkers Listing Services Limited 

5th floor, The Exchange, 

George's Dock, IFSC 

Dublin 1 

Ireland 

 


