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Mubarak Al Kabeer St.
AlSharq, Kuwait
P.O.Box 22235 Safat, 13083 Kuwait

Subject: Minutes of the Analyst / Investor Conference Call for Q3-2023

Reference to the subject line and in compliance with “Continued Obligation of the Premier Market
Companies™ as per Resolution No. (1) for the year 2018, Article (8-4-2). Mezzan Holding
Company KSCP is pleased to announce that it held the Analyst / Investor Conference Call for the
Results of the third quarter of the year 2023 through a live webcast session on Thursday, 9"
November 2023 at 02:00 pm Kuwait Time.

Attached hereto are the minutes of the Conference of the Investors earning call.
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Transcript of Earnings Call/Webcast for Q3 2023
Mezzan Holding Company KSCP.

Date: November 9, 2023
Time: 2 PM Kuwait Time

Speakers from Mezzan Holding Co. Executive Management:
Mr. Garrett Walsh - Group CEO
Mr. Omar Samoud - Group CFO

Moderator:
Fawaz Alsirri — Bensirri Public Relations

Fawaz Alsirri:

Good afternoon ladies and gentlemen. This call is hosted by Mezzan Holding and is held to
discuss the company’s earnings of Q3 2023, which were announced yesterday, November 8.

This call is held live from several locations. A recording of this call will also be available on
the same link within two hours.

My name is Fawaz Alsirri. I am the moderator on the call today, and allow me to introduce our
speakers for the call. With us:

e Mr. Garrett Walsh, the company’s CEO.
e Mr. Omar Samoud, the company’s CFO.

Ladies and gentlemen, I will be handing over the mic to Garry in a few seconds to start the call
right after I take you through our usual call format.

As you know, first, the CEO and the CFO will each deliver their statement for the next 10
minutes or so, then we will open the floor to the Q&A.

Now, to participate in the Q&A session, just type in your question on your screen at any time
during the presentation, and we will get to it during the session. You can do that starting from
now.

Also, some of the statements that might be made today may be forward looking. Such
statements are based on the company’s current expectations, predictions and estimates. There
are no guarantees of future performance, achievements or results.

Mr. Walsh, the mic is yours.
Garry Walsh:

Good afternoon, everyone. Thank you Fawaz. And I’d like to take a moment to welcome Omar
to the call, it’s his first and I hope many, and I am sure that he will add value over the coming
years.

We will take you through a short presentation reviewing both the tailwinds we enjoyed and
headwinds we faced during Q3 2023.

I will then discuss financial highlights, after which I will hand over to Omar, who will take you
through the details of the financial performance for Q3 2023.
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Lastly as Fawaz said, we will be happy to receive your questions and answer as much as
possible today. If we are unable to cover all your questions, please feel free to send your
questions to our Investor Relations team at ir@mezzan.com and we will get back to you very
quickly.

From a tailwinds perspective:

e Happily, non recurrence of one-off adjustments performed in 2022. However, I am
pleased to say we also had some great underlying performance improvement.

e Recovery of healthcare business after resuming supply to KSA.

¢ Discontinuation of non-accretive contracts in catering segment. The decline in
turnover has been offset by significant improvement in profitability.

e Effective management of product/channel mix enabling profitable growth.

e Improved margins through localization manufacturing footprint in both Saudi and
Kuwait.

e Effective CAPEX management, yielding working capital benefits.

From headwinds perspective:

e Increased interest rates yielding additional burden on financing cost.

e Increase inventory levels to fuel growth in our medicine business but also taking some
defensive positions within our food business.

e Evolving tax environment in GCC.

In terms of our financial highlights and headline numbers for the nine-month period
ended 30 September 2023:
e Our revenue reached KWD 205.5 million, compared to KWD 194.5 in the comparable
period, for an increase of 5.7%.
e Gross Profit reached KWD 44 million compared to KWD 37.1 million in the
comparable period, for an increase of 18.7%. Gross Profit Margin increased by 236
basis points to reach 21.4%.
e While EBITDA, reached KWD 19.9 million, up from KWD 3.1 million in the
comparable period, for an increase of 539%.
e The group achieved net profit of KWD 9 million compared to a loss of KWD 6.3 million
in the comparable period, an increase of 243.5%.
¢ Finally, Mezzan’s net profit to shareholders of the parent company reached KWD 8.1
million for the nine-month period of 2023, compared to a loss of KWD 6.5 million in
the comparable period, for an increase of 224.3%.

At this point I will hand over to Omar to take you through the financials in more details
discussing the performance of the period ended 30 September 2023.

Omar Samoud:

Thank you Garry and Fawaz. And thank you everyone for attending the call. Let me walk you
through the financial results as of 30 September 2023:

As for revenue contribution by business line at Mezzan Group:

e In the nine-month period ended 30 September 2023, the food segments accounted for
65.3% of total group revenue, for an increase of 2.3% compared to the previous
comparable period; while the revenue of non-food segments accounted for the balance
of 34.7% of total group revenue, with an increase of 12.7%.

Transcript of Earnings Call — Q3 2023


mailto:ir@mezzan.com

Within food group, revenue of Food Manufacturing and Distribution increased by 7.5%
contributing to 52.9% of Group revenue.

Revenue of Food Catering decreased by 25.8% contributing to 7.4% of Group revenue.
Revenue of Food Services increased by 7% contributing to 5% of Group revenue.
Revenue of FMCG and Healthcare increased by 13.5% contributing to 32.3% of Group
revenue.

And finally, the Revenue of Industrial segment increased by 2.5% contributing to 2.3%
of Group revenue.

We now move onto discussing the performance by geography for the nine-month period
of 2023:

Let’s first, review the Year-to-Date Revenue by Country:

Operations in Kuwait contributed to 72.9% of Mezzan's revenue, up by 8.1%.
Revenue from our operations in the United Arab Emirates contributed to 12.6% of
Mezzan's revenue, decreasing by 2.3% compared to the previous comparable period.
Revenue in Qatar decreased by 3.5%, and contributed to 7.1% of Mezzan's revenue.

In Jordan, sales increased by 18%. Jordan revenue contributed to 3.7% of Mezzan's
revenue.

Saudi Arabia accounted for 2.6% of Mezzan’s revenue with a decrease of 4.3%

While our operations in Iraq accounted for only 1% of Mezzan's revenue with an
increase of 1.5%.

If we would look at our Year-to-Date Revenue by Country including its export proceeds,
thus emphasizing on the geographical performance. The picture would look as following:

Kuwait revenue adjusted by export proceeds represent 69.3% of group revenue.
UAE revenue adjusted by export proceeds represent 13.2% of group revenue.
Qatar revenue adjusted by export proceeds represent 7.5% of group revenue.
Jordan revenue adjusted by export proceeds represent 4% of group revenue.
KSA revenue adjusted by the same represent 4.7% of group revenue.

Iraq revenue adjusted by export proceeds represent 1% of group revenue.

And finally, Bahrain revenue adjusted by export proceeds would represent less than
1%.

Moving to the Profit and Loss:

In the nine-month period, ending 30 September 2023, Mezzan Group recorded:

Revenue of KWD 205.5 million, compared to KWD 194.5 million in the previous
comparable period. Thus, an increase of 5.7%.

Gross profit reached KWD 44 million, compared to KWD 37.1 million in the previous
comparable period, and Gross Profit Margin reached 21.4%, compared to 19.1% in the
previous comparable period.

EBITDA reached KWD 19.9 million, up from KWD 3.1 million in the previous
comparable period, an increase of 539%.

SG&A and other expenses decreased to KWD 30.6 million, compared to KWD 40.9
million in the previous comparable period, a decrease of 25.2%.

As aresult, Net profit reached KWD 9 million, up by 243.5% from the same period in
2022.
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e Net profit attributable to equity holders of the parent company reached KWD 8.1
million, compared to a loss of KWD 6.5 million in the previous comparable period,
resulting in an increase of 224.3%.

From a cash flow perspective:

e Mezzan recorded an operating cash flow before working capital changes of KWD 20.6
million, compared to KWD 12.1 million in the previous comparable period. Up by
KWD 8.6 million.

e We have recorded an outflow of working capital cash flow of KWD 6.3 million
compared to an investment in working capital of KWD 4.3 million last year.

e Therefore, Mezzan’s Cash flows from Operating Activities resulted in KWD 14.3
million, compared to KWD 7.7 million in the previous comparable period.

e Cash flows used in investing activities reached KWD 4 million compared to KWD 8.9
million in the previous comparable period.

e As aresult, we recorded a positive Cash Flows before Financing Activities amounting
to KWD 10.3 million, compared to a negative Cash Flow before Financing Activities
of KWD 1.2 million in the previous comparable period.

e Our Net Debt stood at KWD 63.6 million as of 30 September 2023, lower by KWD 1.5
million from September 2022.

From a balance sheet perspective:

As of 30 September 2023, Mezzan’s balance sheet size reached KWD 270.8 million. Equity to
shareholders of parent company amounting to KWD 116.1 million and Net Debt of KWD 63.6
million.

Our Net Debt to EBITDA has reached 2.2x and is down by 10x compared to 30 September
2022. It is noteworthy that this is the lowest level reached since September 2021.

And now, I open the floor to your questions, and thank you.

Fawaz Alsirri:

Thank you Garry and thank you Omar for walking us through the highlights of the quarter and
the financial performance as well. We will now be taking our audience’s questions. Please give
us a moment to go through the list of questions that we have received.

- Q&A -

Mohamad Al Sakhal:
What caused the enhanced the margins? and how sustainable are those margins? and if you can
give guidance on the margins for next year?

Garry Walsh:

Fundamentally, there were three things driving the improvement in margin. One, the overall
mix within the business. So we have exited low margin catering business and we replaced that
by higher margin manufacturing lines in both our medicine and food business.
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Two, portfolio management. We have delisted a number of lines that in the current situation
we are not capable to generate a return on, and we have managed to launch some NPD which
the consumers have appreciated and which is margin enhancing.

And thirdly, we have put a real focus on our promotional management, to make sure that we
are giving the consumer the right rewards for purchasing our products and that we are getting
a return on those investments in activity. So those are fundamentally the three things that have
driven it. I would like to think that yes they are sustainable into next year, and I believe that we
still have further work to do.

Nishit:
Is the pressure in Qatar business due to the population decline post FIFA?

Garry Walsh:

I think as you are aware, we have two businesses in Qatar. One is the catering business and the
other is our food business. I have actually been extremely heartened by the performance of our
food business this year which is pretty much flat, which is in the context of post FIFA
population. It is to me a very creditable performance. Our catering business which as you know
operated the concession in the world cup venues last year. Obviously started to scale up in Q3
as different events started to happen. We ran very hot through Q4 and yet has been a decline
since, and we expect to see a bigger decline in Q4 as the world cup is only a one-off event.

Talal Samhouri:
Can you highlight CAPEX in the next coming two years?

Garry Walsh:

So Talal, as you are aware we have been very impressed with the performance of our medicine
over the last eighteen months, and as a result we’ve committed a new factory for medicine
which will probably take three years to build and it will cost somewhere around KD 25 million.
In addition, we would expect normal ongoing capital expenditure of KWD 6 to 7 million. So,
I think as a rough guide would be somewhere around KWD 12 to 15 million each year for the
next two years.

Fawaz Alsirri:

Thank you Garry. I think with that we answered all the questions and we will be wrapping up
today’s call. Thank you everyone for joining us, thank you Garry and thank you Omar for
taking us through quarter, and we will see everyone on the next call.

Just a quick reminder before we hang up, a live recording of this call will be available on the
same link you used in about two hours or so.

Thank you again everyone, and have a good day.

- ENDS -
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