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Transcript of BPC ‘s Analysts Conference Call

Operator:

Ritta:

Nawaf :

%

for the Fiscal year ended 30/4/2019

Ladies and Gentlemen, welcome to Boubyan
Petrochemical FY 19 results conference call. 1 will now
hand over to your host Rita Guindy from Arqaam Capital.
please go ahead.

Thank you. Good morning and 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 call to FY 19 results. | have with me here today
Mr. Nawaf Arhamah, Chief Financial Officer of Boubyan
Petrochemical Company, and Mr. Ahmad Al Gumar —
Chief Investment Officer at Boubyan Petrochemical
Company. With no further delay, I will now turn over the
call to Mr. Nawaf Arhamah.

Thank you, Rita.

Good afternoon, everyone, and thank you all for joining
us today.

This year Boubyan achieved a very strong financial
performance on a net operating income of KWD 45.8
million, which translates into 88 fils/share. The board
recommended a dividend payout of 50 fils/share.
This performance was driven by a growing income from
ourinvestments as well as a strong performance of Equate
in 2018. Income from our core investments was KWD
11.4 million while income from non-core investments
was KWD 4.1 million. With regards to our core

investments, we continue our focus on achieving a gross

income of KWD 20 million by 2020.

That's before finance and other expenses at Boubyan’s
level. We are well on our way to achieving that target as

we achieved KWD 15.7 million this year.
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Nawaf :

Ourincome from Al Kout Industrial Projects grew to KWD
3 million compared to KWD 1.5 million. This growth
comes almost entirely from the additional stake we
acquired in 2018. At the operational level, Al Kout had a
strong year despite the increase in electricity prices. In
2019, Al Kout generated a net profit of KWD 6.3 million
compared to KWD 6.2 million the year prior.

In Muna Noor, we spent most of last year on restructuring
the operations, we have an overhaul of ERP system and
focused on closing down a loss-making factory in Salalah.
We are also expanding into new market segments as part
of our efforts to grow the revenue. The market in Oman,
however, remains difficult due to the entry of new major
competitors and the lack of growth in large projects. That
said, however, we expect Muna Nour to turn to profits
starting in fiscal year 2020.

Al Borg had a challenging year in 2018, that was mainly
due to difficult markets in the UAE In 2018, the
medication regulatory changes in UAE had a strong
impact on the profitability and resulted in a loss, which
caused Al Borg to report a net income of only SAR 35

millionin 2018.

This year, we expect Al Borg to perform significantly better
on the back of cost rationalizations in the UAE as well as
growth initiatives in Saudi Arabia. Awazel had also a
challenging year in 2018, the construction activity which
is the main driver of revenue in Awazel had slowed down
significantly over the past couple of years in Saudi Arabia.
In 2019, however, the Saudi market has witnessed some
growth in construction activity, but this activity will
impact Awazel’s products only in 2020. This is because
the insulation products that Awazel produces tend to be

at the end of the project’s life cycle.

With that, | would like to pass the microphone to Ahmad
Al Gumar, who will give you a brief update on the

remainder of our investments.
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Ahmad:

Ahmad :

Ritta:

Thanks, Nawaf, and hello, everyone.

I will walk you through four of our investments; EDU,
EYAS, Nafais, and finally Kuwait Foundry. Our education
platform continued its strong performance, cost
rationalization measures are being directly reflected into
the bottom line across all our investments. EDU's
contribution to bottom line last year was about KWD 5.9
million compared to KWD 4.1 million for the previous
year. SAMA continued to increase its students count,
while Afaq has benefited from cost-cutting measures.

We have also invested in revamping Afag’s schools, which
should reflect in additional students going forward.

We acquired a 20.6% stake in EYAS for KWD 15.3 million,
which took our direct and indirect ownership in the
company to 55.44%. EYAS recorded a strong 31% growth
in bottom line during the six months ending February
2019 mainly on the back of cost-cutting. However, we are
in the process of securing all licenses to expand the
university facility soon.

Nafais had record earnings during 2018, it also increased
its stake in Mouwasat Hospital by acquiring an
additional 20%. Mouwasat is one of the oldest and most
reputable private hospitals in Kuwait. Nafais now owns
approximately 85% in Mouwasat in addition, of course,
to the two schools that it runs and operates.

Finally, we have completed a 22% acquisition in Kuwait
Foundry Company for approximately KwD 7.3 million
and we are in the process of appointing two board
members this week and we will update you about our

plan ds 500N aswe get access to management.

Thank you and | will hand the microphone back to Rita.

Thank you, we can now open the floor ta questions.
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Operator: Thank you. Ladies and Gentleman, we will now start our ~ Z,L531g a1 Al Al Tt g Baluadly Sslorgaad! LB s Ewddd
Q&A session. If you wish to ask a question, please press  h<La oSasla 301 e Jasadl slaryy (I 74l @3] o Lele
*01 on your telephone keypad. Thank you for holding Jo¥ Jlgadt Jlazad e @Sllazsy
until we have our first question.
Ladies and Gentlemen. | would like to remind you, ifyou  (Jlsw 7}k r\sa;l Ji @ aly @S85 ogl Baludly oolugdl
have any questions, please press 01 on your telephone Sl K84 «Sasla 301 e baalicls
keypad. Thank you for holding.
Operator:  Ladies and Gentlemen. As a reminder, if you have any . alewl 4 )b @)l &> G oSt ASIS Boludly il s@wddl
questions, please press 01 on your telephone keypad. pSails 301 e lsgallloyy
We have no questions. Dear speakers, back to you for the & Bye @S| =P Ogitmill Bolud) Attt 4 Lyal ceug)
conclusion. AL alzzsy
Nawaf : Thank you all for joining us today and we look forward to @S sl J) tllatis podl Lae pSaloai¥ Buan SIS 1 Blgs
welcoming you again on our next call. Aeolall LullSa § 1502
:Operator  This concludes our call today. -pgeld Ll Ko eiizes :é.;u.il‘
A
T \. Y“ y
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Boubyan Petrochemical Company — April 2019 results

Business
Highlights

Financial
Highlights

Boubyan continued to perform in line with its strategy to achieve non-Equate income of KWD20mn
by 2020

During FY 2019, Boubyan made 3 acquisitions for total amount of KWD 28.4 mn

We are taking a number of initiatives at the operation level to continue improving performance

Boubyan achieved operating net income of KWD 481.mn in FY 2019 compared to KWD 31.2 mn in
FY 2018

Reported EPS for FY 2019 is 20.3 fils per share, compared to EPS of 10.6 fils per share in FY 2018

The investment portfolio value reached KWD 485.1mn as of 3Q18/19 where the core investments
(excluding EQUATE) accounted for 31% of the portfolio
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Core Investments Updates (1/2)

g |
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Al Borg Medical Laboratories

EQUATE reported record results in 2018

Boubyan’s share of dividends from EQUATE is $139.9m (KD 42.4m)
EBITDA for 2018 grew by 22.5% to $2.12bn

NI for the year grew by 38% to $1.56bn

New Ethylene Glycol plant expected to start production in October 2019

Despite the increase in electricity prices, Al Kout maintained a net income of KWD 6.3mn in
2018, compared to 6.2 mn in 2018

A new Chairman and CEO have been appointed, both of whom are ex-Equate top executives

Muna Noor took several initiatives to reduce costs, including closing down a loss-making
factory in Salalah and upgrading the ERP system to reduce G&A costs

Entering into new market segments to grow revenue in the face of competition and stagnant
market

Al Borg reported a net income of SAR 35 mn, down from SAR 58.5mn last year. The
difference was largely due to a loss in Q4 driven by large provisions in the UAE subsidiary
related to insurance claim rejections

Despite the challenging market in Saudi, Al Borg continued to expand its market share and is
expected to perform better in 2019




Core Investments Updates (2/2)
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EYAS

Slowing construction activity and weaker demand in Saudi Arabia lead to a lower revenues at
Awazel

In 2019, the market is expected to remain constant, but construction demand is expected to
pick up in 2020

Record results during 2018
KD 9.44 MN Vs. KD 8.8 MN last year

AGM approved KD 7M in dividends
Completed acquisition of an additional 20% in Mowasat Hospital, bringing total stake to 85%

Boubyan continued to actively manage EDU — cost cutting efforts are positively impacting its
bottom line

EDU contributed KWD5.9mn to Boubyan’s income in FY 2019 and is expected to continue this
upward trend in the future

Record results during first half ending February 2019
KD 4.6 MN Vs KD 3.5 MN last year
Cost rationalizing measures are being reflected in bottom line




Boubyan’s investment portfolio reached KWD 462.6 as of

April 2019

Amounts in KWD, millions

Core Investments Ownership Carrying Value
EQUATE 9.00% 173.4
The Kuwait Olefins Company (TKOC) 9.00% 131.8
The Equate group 305.3
Core Investments Ownership Carrying Value
EYAS 55.44% 30.1
EDU 82.70% 33.5
Al Kout 54.16% 31.1
0
Al Borg 24.00% 3.4 10% Non-core
NAFAIS 21.12% 9.6
Awazel 20.78% 4.1
Total core investments 111.8
Total investment portfolio 462.6




EPS Contribution

Income (KWD, thousands) Apr 2018 Apr 2019 Apr 2018  Apr 2019
Equate 30,344 42,449 56.7 81.7
Core Investments

EDU 4,080 5,916 7.6 11.4
EYAS - 1,523 - 2.9
Al-Kout 1,486 3,056 2.8 5.9
Nafais 2,271 2,056 4.2 4.0
Awazel 461 316 0.9 0.6
Al Borg 1,031 653 1.9 1.3
Muna Noor Group (2,195) (2,068) (4.1) (4.0)
Total core investments 7,134 11,452 13.3 22.1
Total Non-Core 333 4,105 0.6 7.9
Other income/(Loss) 93 97 0.2 0.2
Forex exchange 474 31 0.9 0.1
Total other income 567 128 1.1 0.3
Total income 38,378 58,134 71.8 111.9
Expenses

Finance Cost (5,230) (7,537) (9.8) (14.5)
Staff expenses (854) (1,608) (1.6) (3.2)
G&A Expenses (815) (582) (1.5) (1.1)
Board & govt. fees/Taxes 213 256 0.4 0.5
Total Expenses TS BN
Net income 31,266 58.5 92.7

Boubyan’s core investments
achieved a total income of KWD
11.4mn in 2019, compared to
KWD 7.1mnin 2018

This was mainly driven by both
EDU and EYAS, which
contributed KWD5.9mn  and
KWD1.5mn to Boubyan’s
income, respectively.

Finance cost increased to KWD
2.3mn due to acquisitions during
the year.

The cost of debt, however, had
declined by 20 bps.

Pre-provision net income grew to
KWD 48mn for FY 2019
compared to KWD 31mn in FY
2018



Non-Equate net income grew to KWD 5.7 mn in FY 2019 from 0.9

in FY 2018

Amounts in KWD, thousands

1,004
3,772
2,307
7777777777 127 — 7 145 215
378
1,570
1,523
1,836
922
Non-Equate EDU EYAS Al-Kout  Muna Noor Awazel Nafais Al Borg Total Other Finance Non-Equate
2018 Group Non-Core Cost 2019
Income Income

*Net income adjusted for non-recurring, non-cash expenses at the level of associates and subsidiaries



Boubyan continues its conservative approach to valuing assets and

took impairments & provisions of KWD 39.1mn

Amounts in KWD, millions

12.0

subsidiary RS

1.5
77777777 ™0 8‘,,,,,,,,@ 10.5
Net Al Kout EYAS Al Borg Awazel  Muna Noor Nafais Banagas Saudi Others Reported
Income Projects Net

Income




Q&A

Thank you
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