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Operator:

Rita:

Ahmed:

Transcript of BPC ‘s Analysts Conference Call
for Q1 ended 31/7/2020

Ladies and Gentlemen. Welcome to Boubyan
Petrochemical Company’s Q1 2020/2021 results
conference call. I will now handover the call to your host
today, Rita Guindy, Director - Research, Arqaam Capital.
Please go ahead.

Thank you. Good afternoon ladies and gentlemen and
thank you for joining us today. This is Rita Guindy, and
on behalf of Arqaam Capital I'm delighted to welcome
you to Boubyan Petrochemical Company's conference
callfor Q12020/2021 results. | have with me here today
Mr. Ahmed Al Gumar — Chief Investment Officer at
Boubyan Petrochemical Company. With no further

delay, | will now turn over the call to Mr. Ahmed.

Good afternoon everyone and thank you all for joining
us today. During the first quarter, Boubyan's focus was
on mitigating the impact of the COVID-19 pandemic on
our investments. We expect performance to improve in
the upcoming quarters as the economic condition begins
to stabilize. During Q1, we received 60% of Equate’s
2019 dividends. This resulted in partial reversal of the
provision we had taken at the end of last fiscal year. Last
week we announced that we received the remainder of
Equate’s dividends. This will be reflected in our second
quarter results. We achieved net income of KWD 2.5
million compared to KWD 2.2 million for the same
period last year. | will briefly touch on the main lines of
our income statement. During the quarter, Al Borg
reported a net income of SAR 46.7 million which is
almost three times from SAR 12 million that it had
announced for the same quarter last year. The main

driver for the surge in profits is revenues from COVID-19
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Ahmed:

testing in Saudi Arabia and UAE. Al Borg improved its
regional performance during the quarter as it witnessed
significant growth in Bahrain, Oman and Kuwait. Al
Kout Industrial projects income was KWD 410 thousand
compared to KWD 1.3 million last year. This decline was
driven by two factors: the first is a decline in sales asa
result of border closures and the second is the decline in

commaodity prices.

During the quarter, Nafais net income decreased to
KWD 1 million from KWD 1.7 million for the same
period last year. This decline was a result of 35% fall in
revenues in Al Mowasat Hospital due to decreased
patient visits as a result of the partial and full curfew
measures that took place. Muna Noor's net losses
increased to KWD 630 thousand compared to KWD 120
thousand for the same period last year. This is mainly
due to ECL provisions of KWD 240 thousand and a 26%
decline in revenues resulting from plant shutdowns
because of the coronavirus pandemic. We expect
performance to improve in the second half of 2020 as
restrictions are eased and trade begins to return to
normal conditions. As for EDU and EYAS, we are unable
to share the results given the restrictions imposed by the
CMA on public companies disclosing quarterly results
during the past six months. We will resume back to
disclosing their figures, during our next quarter's
presentation. A major positive that has come from the
current situation is the steep reduction in our financing
cost. As you can see in slide 5, our cost of debt has
declined from KWD 1.96 million last year to KWD 1.57
million this year. We expect other cost reduction
measures to be visible in our financials as we progress
throughout the year, With that, | would like to open the

floor for your questions.
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Operator:  Thank you. Ladies and gentlemen, we will start the Q&A 2l 4leu¥| Al ¥l Tos g cBalaally oluaandl .l sl s Gl
session. If you wish to ask a question, please press 01 on o PS“JL‘M? 01 e Jaienll elomyy o Jlgaa b ﬁhj ol Lok
your telephone keypad. Thank you for holding until we oo 1 gl gﬁ-’. S Jlsul Jlas | oned pSllazy
have our first question. Mr. Rajat -NBK Capital- please
s - Jy ol - ol / gl
go ahead. .
Rajat: Hello and thanks for the call. just wanted to understand ~ _Ja peddazll pllad alises! e weatwl ol w)) P Mal APN
the decline on the education business. Is this because of 08 Aanylall Apelatll Aeganl | 45, 4 Vel pie i lia
the fact that EDU didn't report numbers or how should IER R
we look at it?
Ahmed: Hello Rajat. As for the decline, in slide 5 of the Z=isall §ridge 9o Lo (oalandl A udlly cilaly b Slal ta |
presentation, we have clubbed all of our Educational -, .1 2 JS Limas wah ¢ gautaall o yall o0 & Ladl
I d I her al i i I 2 1, cn . -
platforms’s results together alongside with Awazel's el gl L i s il 35, il sl
tigures. Obviously, internally, we do know what the ) )
Tpoalazll Leganll 35, & 0¥ Lae oMYl pudaz wd ¥ S0
numbers are, we just cannot disclose them because EDU
3155 o A cats Il Wyl cllale 2o g .uny Lalad o] Ayl
did not disclose the figures yet. So, generally speaking, S fieil) Uy 29 oo Llad o] :
our major assets were not impacted heavily, with an O89S =36 glél Aeyadl polull e lls by 28 Sy
exception of the Arabic schools. So AFAQ was impacted az Laglal o Jgua¥l St
heavily. The rest were fine.
I cannot give the exact figures until EDU discloses their ~ 2cgazll 35,4 olad s> 4ai8ull ol 230 g’(g_r_i 1 t__‘.laj_aui o
annual figures which are due at the maximum at the end S Al 8 eldg gl Lol e &y lall Acautastt
of October. So, we provided the total figures in slide 5 ¥ 5805 84 ez o8 (A cualicll Al o .):aj.zfi
but I cannot give you a breakdown of each investment , . )
Ol _9.?-Ji D> Ut‘:' ol JS;I.:l L_n.'i.._n_;a_aS«_’.L_u[o_ajol t!ja;_‘“"
and individual performance. | hope this answers your
ol L'.u_-:-i 8 eS|
question. e e a8 uj{
Rajat: Thanks Ahmed. So, the KWD 1 million decline is majorly GugS slis Ogula 1y CL.‘_,S'I uslassl o8 Ja 131 aest S s alsy
because of the Arabic schools Sapall oylotll 5 (gt Lo
Ahmed: Mainly yes. .@&ui S cad tuese]
Rajat: Can you provide us with some update on what's ¢ L‘a_\.a_m‘-.'@_e‘dl Aansle Ol s Ladaad o) Sl e Ja talaly

happening with GUST? We heard about the fees cut for
private universities and the move to bring down fees by
20% for online courses. Can you provide us some update

on that?
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Ahmed:

Rajat:

Ahmed:

Rajat:

Ahmed:

Rajat:

Ahmed:

Rajat:

Ahmed:

Rajat:

So far it doesn’t seem like we are going to be impacted.
As you know, the sponsored students already have a
20% discount. We have taken other measures ta counter
this effect, which is the reduction in costs at the
university level. So, net-net, we are not expecting a
significant impact to our bottom-line going forward.
I cannat comment exactly how much the figure will be
because we are still going through the registration phase.
It's too early to know how much the impact will be.

But from the look of it, it doesn’t seem to be significantly

impacting EYAS's performance going forward.

So, just to get more clarification on this, so the 20% fee
cutis applicable only on the self-funded students, right?

Did you guys receive a confirmation from PUC?

Itis still unclear if the 20% discount is going to be applied
on everyone. But the sponsored students have already
been taking a 20% discount since they have been sent to
our university.

And, what is your split berween scholarship and self-

funded students for GUST?

It's around 70/30.

Onslide 5, justto understand the slide a little bit more, is
this the expenses at the parent company level so at the
BPC level?

Yes, yes all of them are standalone. All of them are at
Boubyan's level. That's correct.

So, can you just explain us what led to the increase in

G&A expense and staff expenses.

So, you are talking about the KWD 255 thousand
compared to KWD 205 thousand last year?

Just to understand the deduction a little bit more, what's

driving this increase?
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Ahmed:

Rajat:

Ahmed:

Rajat:

Ahmed:

Rajat:

Ahmed:

Rajat:

Ahmed:

Last year, there were some reversals. In previous years,
there has been a buildup for e.g. in the bonuses clause.
In Q1 2019, some of that has been reversed, so this is
why the figure shows as a lower number than this year.
There hasn't been any significantincrease in expenses at
Boubyan'’s level. Last year's figures were slightly lower

than usual because of these reversals.

So, these numbers are fairly reflective of what we can

expect over a 12-month period right? Atthe parent level.

in terms of expenses, yes.

So, in that case, just trying to understand dividends a
little bit more. You guys cut your DPS this year. | am
seeing a figure of KWD 800 thousand+, if | adjust for
reversals in Q1, in terms of clean net profits?

If you take out Equate’s reversal then yes.

Sa, you would ideally expect this number to grow over

the next 12-month period, right?

We hope so, | can't give you an exact answer to that but
we think as the economy opens up, our numbers should
improve. But that has nothing to do with dividends. Over
the last three or four years, BPC has been distributing
more dividends than what it has been earning. So, you

should look at our cash flow, not our net income.

Yes.|am trying to understand because you would not be
able to pay beyond what is showing up in the retained
earnings right? So, if | expect over the next three quarters
that you pretty much continue at the same rate, you
probably would fall below the KWD 17 million you paid
last year, right?

No, | mean there are other items on the equity side of the
balance sheetthat are distributable. It doesn’t have to be

retained earnings.
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Rajar:

Ahmed:

Rajat:

Ahmed:

Rajar:

Ahmed:

Rajat:

Ahmed:

Rajat:

Ahmed:

®

Can you explainus a little bit more on that? What are the

other heads you can use for dividends?

Voluntary reserves are distributable just like the retained
earnings.
S0, the voluntary reserves you can distribute. Ok, that

leaves quite a bit of room.

The last AGM approved the transfer of the voluntary
reserve account to the retained earnings. So what you
are seeing in Q1 as a retained earnings figure, will

change dramatically in the second quarter.

Sorry can you explain that again.
Ty

If you read the AGM results, you will see that the
voluntary reserve has been fully shifted to retained
earnings. This did not show in our Q1 balance sheet. It
will show in Q2. Retained earnings figure should be

replenished by another KWD 25 million.

The increase that we are seeing forex gains, what
explains that?

The KWD 99 thousand forex gain is because we have
dollar denominated debt and the dollar has depreciated

slightly compared to where it was in the beginning of Q1

Quick comments on Equate in terms of what are the
development there? In general, in terms of pricing, and

volumes if you have any insight on thar?

Volumes are doing well, prices are not picking up. So,
they are above where they were 6 months ago during the
trough of the pandemic, but we are still not seeing the

prices that we hope to see. | cannot comment exactly on

s

-

£

TYYAL 2 0B gyl Jamew = 1330/ Y/VY ol sl -

BPC

0

A s ¥
g\t:sjg &%’ﬁé‘s LuSIOT LAY, TV6 Lgllawd; — dale 38 Aanliue 3,4
Kuwait Public Shareholding Company — Paid Up Capital KD%Q%_S&E}S -Eslabﬁ a}fon 12/2/1995 - Commercial Registration No. 62394

o) Ol gladtS g ot Ologo 48 14
BOUBYAN PETROCHEMICAL Co. (Ks.C.P)

&1 a5l (21§ S 7o s Aaull sda 7,45 o)) (Ses Ja
§ i) ALls Asinll g ASIl Ggax 3

ol LT e agall ALLS 2y Las Wl ol Lol

Ao luws Jany i Lo 20593l AL15 2yLas¥l oLl Las¥l (151
el

e Ladlell @3 o 5 Anganll Linandl plaial S5 0as
Sl o8 duleg Aoy U 2 LA 1A Lasdll cldolasd Jigs
G I @ S Uy s (g Al L Cbﬂl

S Bye 2l 7yl liSay U cdaal

Jol8 Ligmet @3 il izt o cAingendl Lpmazell ulyly8 5,5 e
aulall e puSian ol s alo, Ll LT 1 g5Lasy JoluasY|
¥l Gl U a0 Al § oy By ang Jo¥l i 3

3929 by GuoS Hlius Call 99 Aaall Jugms ool culon o
& Aiagdy A5lan gl Aayd alazily Sl Mol ¢geo
ol a8 31y

Araill e Hile SagSul § Szt wll pe Galazll LSy Ja
gQLA—“ﬁb

Los el Lpl s Glass od slaulll (S0 g 5uun il (§ sluaS
LSy LgysS Aseslar 8953 M5 83| H—af Al § dule i
Al Jol L Blazs o

it

LA

¥

4:‘—4 2y
iy

:.Jl.n_'»‘l

: das|

s,

Heres|

CogSI Y YE gon il el slamll YYAY s e #8470 YV ¥ V) uSla +471e Y URRVARRIENTY-Fiks L SYNUIEPU L JERERETL P [PTRIL SRR §O-A |
Al Sharg — Khalid bin Al-Waleed St. - KIPCO Tower, 33th Floor Tel: +865 220 20 100/111 Fax: +965 220 20 101 — P.O. Box: 2383 Safat 13024 Kuwait
www.boubyan.com



@ ero Ol gleuS g ey Olsgo 4S 24
BOUBYAN PETROCHEMICAL Co. (K.S.C.P)

Operator:  There are no further questions. Al e will s ¥ 1 Ewdll

Rita: Thank you, Ladies and Gentlemen, for being with us  J! 21501 Jasl ot L oSalagaid saluudly cilugwdl S B : b,
today. Ahmed, | hand over to you for concluding IR CTCH
remarks.

Ahmed: Thank you all for joining the call and | look forward to 8y @S] Suzall J tﬂa.ﬂj podl L) pSlelayani¥ aian SIHSE : e
talking to you again during the next quarter’s call. Aaslall dsgiee a3l slas S5 &y
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Boubyan Petrochemical Company - 1Q20/21 results

* During 1Q20/21, Boubyan’s focus was on mitigating the impact of the COVID-19 pandemic on our
investments. We expect an improved performance in the upcoming quarters as the economic

Business conditions begin to stabilize.

Highlights » During Q1, we received 60% of Equate’s dividend — resulting in partial reversal of the provision.

+ Last week, we received the remaining dividend from Equate. This will be reflected in Q2 results.

* Boubyan reported net income of KWD2.5mn in 1Q20/21 compared to KWD2.2mn in 1Q19/20 (EPS
Financial of 5.00 fils in 1Q20/21 vs. 4.23 fils in 1Q19/20

Highlights « The investment portfolio value reached KWD448.6mn as of 1Q20/21 where the core investments
(excluding Equate) accounted for 23.0% of the portfolio
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Core Investments Updates
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Educational Holding Group

Al Borg reported a net income of SAR46.7mn in 2Q20, up almost 3x from SAR12.1mn in
2Q19. The main reasons for the surge in profits are increased revenues in KSA and UAE from
COVID-19 testing.

Al Borg improved its regional performance during the quarter, as it withessed strong growth in
Bahrain, Oman, and Kuwait.

AlKout reported net income of KWD410k in 2Q20, compared to KWD1.3mn in 2Q19. This was
driven by two factors: 1) decline in sales of Chloralkali as a result of border closures; and 2)
decline in commodity prices (e.g. caustic soda)

In 2Q20, Nafais’ net income decreased to KWD1.0mn from KWD1.7mn during the same
period last year.

The decline was a result of a 35% fall in revenues from medical services, due to decreased
patient visits as a result of the partial and full curfew measures during the quarter.

Muna Noor’s net losses expanded to KWDO0.63mn as of 1Q20/21, compared to KWD0.12mn
in 1Q19/20, mainly due to ECL provision of KWD.24mn and a 26% decline in revenues
resulting from plant shutdowns because of the coronavirus pandemic.

The company is expecting an improved performance in the 2" half of 2020 as restrictions are
eased and trade begins to return to normal conditions.

We are unable to share EDU'’s results as it is a listed company that has not yet disclosed its
latest quarterly results.




Boubyan’s Investment Portfolio Reached KWD448mn as of 1Q20/21

Amounts in KWD, millions

EQUATE Group Ownership Carrying Value

EQUATE 9.0% 161.6

The Kuwait Olefins Company (TKOC) 9.0% 123.5

EQUATE Group Total 285.1

Core Investments Ownership Carrying Value

EDU 83.1% 25.8

Al Kout 54.2% 20.8

EYAS 55.6% 29.7

NAFAIS 21.1% 8.9

Awazel 20.8% 4.2

Al Borg 25.1% 4.1 | Equate Group
Muna Noor 100.0% 9.7 Core Investments
Total Core Investments 103.3 " Non-Core Investments

Total Non-Core Investments 60.2

Total Investment Portfolio 448.6




Boubyan achieved a net income of KWD2.5mn in 1Q20/21 compared

to KWD2.2mn in 1Q19/20

KWD, thousands

EPS Contribution

Income 1Q20/21 1Q19/20
Al Borg ML 957.9 238.2
Al Kout 253.7 819.4
Nafais 409.7 291.8
Muna Noor Group (654.7) (100.4)
EDU, Eyas, and Awazel 1,384.0 2,576.5

Other Income 153.3 79.6
Foreign Exchange Gain (Loss) 99.2 (6.3)
Increase in Portfolio Fair Value - 180.5

Expenses

Finance Cost (1,569.6) (1,956.7)

G&A Expenses (255.1) (205.9)
Staff Expenses (142.0) (114.6)
Board & Govt. Fees/Taxes (37,805) (22,964)

1Q20/21 1Q19/20
1.90 0.46
0.50 1.58
0.81 0.56
(1.30) (0.19)
2.74 4.95

0.30 0.15
0.20 (0.01)
- 0.35

(3.11) (3.76)
(0.51) (0.40)
(0.28) (0.22)
(0.07) (0.04)

FY2019/20,

* During
recognized a loss allowance of

Boubyan

KWD8.7m against dividends
receivable from Equate and
TKOC. However, in 1Q20/21,
Boubyan received  dividend
income from Equate and TKOC
of KWD10.45m. Hence, Boubyan
has reversed KWD1.74m of the

provision during the same
quarter.

* Core investments income
declined to KwD2.35mn in
1Q20/21 from  KWD3.91mn

during the same period last year.

* Reported net income grew to
KWD2.5mn in 1Q20/21 from
KWD2.2mn in 1Q19/20 on the
back of the reversal of the
provision taken on EQUATE
dividend.




Core Investment Income Shrank to KWD2.35m in 1Q20/21

Amounts in KWD, thousands

|

3,905.5
(1,272.6)
2,350.5
1Q19/20 Core Al Borg ML Al Kout Nafais Muna Noor Group Other Core 1Q20/21 Core
Investment Income Invesment Income * Investment Income

During 4Q19/20, BPC had to estimate Nafais’ earnings as they had not been published. The estimate turned out to be lower
than actual figures, hence the difference was recorded as an additional profit during 1Q20/21

* = Other Core Investment Income includes EDU, EYAS, and Awazel



Q&A
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