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Rating ). 2B B Elm Plans to Acquire Thigah

12- Month Target Price  SAR 1,185

Elm had commencement preliminary discussions to acquire Thigah Business
Services Company, a firm specializing in smart technology solutions for business
services in June 2023. This culminated in Elm signing a SPA with PIF to acquire
100% of Thigah for a cash consideration of SAR 3.4 bIn (less transaction costs) on
January 22". The transaction will be funded from Elm's internal resources as well
as external financing, subject to regulatory approvals. EIm plans to consolidate
Thigah's financial statements. Despite its strong financial position that allows it to
fund the majority of the deal using its liquid assets, the announcement indicated

Last Price 1,165 SAR
Upside to Target Price 1.7%
Expected Dividend Yield 1.0%
Expected Total Return 2.7%

Market Data that the deal will be financed through a combination of cash and debt. The
52 Week H/L SAR1,289/797 acquisition is expected to strengthen Elm’s position as a national provider in the
Market Capitalization SAR93,200min digital services space, leveraging Thigah's key client base, and enabling Elm to offer
Shares Outstanding gomin COMplementary services.

Free Float 33% Tovisualize the combined historical and expected performance of the two entities,
12-Month ADTV 78,264 we have assigned a conservative 2% growth to Thigah's numbers as a baseline
Bloomberg Code ELMAB assumption and then incorporated that into our projections for Elm. Thigah's

revenues and net income represents 27% and 13% of EIm's in 2023, respectively.
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Exhibit 2: Net Income Impact (SAR min)
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Preliminary valuation

Regarding EIm’s post-deal valuation, given the current available information, we
used the P/E multiple approach. We keep in mind the importance of the transaction
closure date, as timing affects the realization of consolidated performance.
Transaction closure post SPA signing typically needs ~3-6 months, and we are
estimating deal closure by mid-2025. This will result in realizing half of Thigah's
projected revenues and net income of SAR 820 min and SAR 94 min, respectively.
The combined revenues and net income for 2025E are forecast to be SAR 9,678
min and SAR 2,205 min, respectively.

Thigah was priced at a trailing 2023 P/E of 18.9x, and currently Elm is trading at
2025E forward P/E of 44.1x. Given the different growth & profitability profiles of
the two entities, EIm’s net income CAGR between 2021 and 2023 was 55% with a
23% NPM and Thigah's at 27% with 11.4% NPM, we assign a target P/E multiple of
43.0x, slightly lower than what EIm is trading at due to lack of information about
Thiqgah's financial position and performance, to 2025E combined netincome of the
two entities (assuming transaction closure by mid-2025) to arrive at an equity
value of SAR 94.8 bin or SAR 1,185 per share, hence our Neutral stance.

Upside risks pertain to a low premium paid for Thigah's acquisition, lower WACC
given the additional debt, higher-than-expected performance growth for 2024E &
2025E for Thigah, revenue synergies, and operational efficiencies. Downside risks
could be a high premium paid for Thigah's acquisition, M&A execution challenges,
delayed synergies, lower-than-expected performance growth for 2024E & 2025E
for Thigah, and delayed transaction closure which could result in delayed
realization of Thigah's performance into EIm’'s as per business combination
standard.

B About Thigah

Thiqah specializes in digital transformation and business solutions. Established in
2012, it has been dedicated to enhancing business performance and achieving
sustainable development. Thigah offers two main categories of services:

- Smart Solutions: Leveraging digital technologies and business intelligence to
provide integrated smart solutions across various sectors.

- Business Solutions: Offering services such as operational solutions,
professional solutions, and digital solutions to support partners in different
industries.

Thiqah offers several key platforms and products across various sectors, such as:

1- 180 Seconds: This service enables the issuance of commercial registrations for
establishments within 180 seconds, as well as the ability to manage commercial
registration services through renewal or modification.

2- A’'mali: An electronic newspaper that publishes government transactions
requiring publication, either once or periodically. It allows clients to complete the
publication process automatically through a system linked to the newspaper
without the need for direct intervention.

3- Watheq: This service provides beneficiaries with a mechanism for direct
verification of data, such as commercial and judicial records, through electronic
linkage with the beneficiary’s system.

4- Sadr: A system for registering pharmaceuticals, specific to the Saudi Food and
Drug Authority. It serves registered establishments by allowing them to request
the registration of pharmaceutical, herbal, and veterinary products.

5- Electronic Marriage Contract: An electronic service provided by the Ministry of
Justice that allows the completion of all marriage contract procedures online.
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B stock Rating

Neutral Not Rated
Expected Total Return Expected Total Return Expected Total Return
o Under Review/ Restricted
Greater than +15% between -15% and +15% less than -15%

* The expected percentage returns are indicative, stock recommendations also incorporate relevant qualitative factors

For any feedback on our reports, please contact research@riyadcapital.com

Disclaimer

Riyad Capital is a Saudi Closed Joint Stock Company with Paid up capital of SR 500 million, licensed by the Saudi
Arabian Capital Market Authority NO.07070-37. Commercial Registration No: 1010239234. Head Office: Granada
Business Park 2414 Al-Shohda Dist. — Unit No 69, Riyadh 13241 - 7279 Saudi Arabia. Ph: 920012299.

Riyad Capital may receive compensation from the Company for services rendered to it. Riyad Capital may be an
advisor or underwriter in respect of a proposed offering of Securities by the Company.

This document is being furnished to you solely for your information and may not be reproduced, redistributed or
passed on to any other person. This document may not be directly or indirectly distributed into any jurisdiction
where to do so would be unlawful.

The informationin this report was compiled in good faith from various public sources believed to be reliable. Whilst
allreasonable care has been taken to ensure that the facts stated in this report are accurate and that the forecasts,
opinions and expectations contained herein are fair and reasonable. Riyad Capital makes no representations or
warranties whatsoever as to the accuracy of the data and information provided and, in particular, Riyad Capital
does not represent that the information in this report is complete or free from any error. This report is not, and is
not to be construed as, an offer to sell or solicitation of an offer to buy any financial securities. Accordingly, no
reliance should be placed on the accuracy, fairness or completeness of the information contained in this report.
Riyad Capital accepts no liability whatsoever for any loss arising from any use of this report or its contents, and
neither Riyad Capital nor any of its respective directors, officers or employees, shall be in any way responsible for
the contents hereof. Riyad Capital or its employees or any of its affiliates or clients may have a financial interest in
securities or other assets referred to in this report. Opinions, forecasts or projections contained in this report
represent Riyad Capital's current opinions or judgment as at the date of this report only and are therefore subject
to change without notice. There can be no assurance that future results or events will be consistent with any such
opinions, forecasts or projections which represent only one possible outcome. Further, such opinions, forecasts
or projections are subject to certain risks, uncertainties and assumptions that have not been verified and future
actual results or events could differ materially. The value of, or income from, any investments referred to in this
report may fluctuate and/or be affected by changes. Past performance is not necessarily an indicative of future
performance. Accordingly, investors may receive back less than originally invested amount. This report provides
information of a general nature and does not address the circumstances, objectives, and risk tolerance of any
particular investor. Therefore, it is not intended to provide personal investment advice and does not take into
account the reader’s financial situation or any specific investment objectives or particular needs which the reader
may have. Before making an investment decision the reader should seek advice from an independent financial,
legal, tax and/or other required advisers due to the investment in such kind of securities may not be suitable for all
recipients. This research report might not be reproduced, nor distributed in whole or in part, and all information,
opinions, forecasts and projections contained in it are protected by the copyright rules and regulations.
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