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Template for discussion report and analysis of the board of directors of

the listed public shareholding company

Date

12-May-2020

Name of the Listed Company

Gulf Pharmaceutical PSC

The period of the financial statements
covered by the report

Annual Financials 2019

Overview of the main results during the
financial period

1. Sales decreased during the year because of
temporary suspension on export of goods to
KSA, Oman, Kuwait & Bahrain and impact of
portfolio adjustments.

2. The Group suffered from one-time impacts
due to product recalls, expiries etc.

3. Consequently the Group recorded a loss
during the year of AED 518.9 million

4. Loss decreased during the year from the
previous year because in the prior year a one-
time impact on impairment of financial asset
was recorded.

5. The Group has two subsidiaries which are
classified as divestments during the year and
are expected to be sold in 2020.

6. The Group is in the process of restructuring
its capital base by reducing the issued share
capital to extinguish the accumulated losses
as at 31 December 2019 followed by a rights
issue at a price of AED 1 per share, subject to
the approval of the Company’s shareholder
and Securities and Commodity Authority
(SCA). The transaction is expected to be
completed in Q3 2020.

Securities issued during the financial period

None :

Summary of the most important non-
financial events and developments during
the financial period

1. Appointments of several key management
personnel & consultants to lead & oversee the
strategic turnaround of the company.

2. Negotiating of several strategic cooperation
to enter new market segments & strengthen
product portfolio.

Summary of operational performance
during the financial period

1. Decrease in sales and loss of market share
because of temporary suspension in KSA,
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Kuwait & Oman & the product portfolio
adjustment.

2. The company suffered from product
recalls, penalties & expiries during the year
which are one-time events

Summary of profit and loss during the
financial period

The losses of the Group have decreased from
the previous period from AED 617.7 million
to AED 518.9 million in 2019.

Summary of financial position as at the end
of the financial period

The equity of the Group has reduced from
AED 1.3 billion to AED 0.9 billion in 2019
due to continued losses in 2019.

Summary of cash flows during the financial
period

Working capital was negative during the year
due to losses of the Group. The Group has
received AED 450 million to support its
operations and fund its working capital.

Main performance indicators

Net Sales 301.5 million
Net Loss 518.9 million

Expectations for the sector and the

company's role in these expectations

The size of the Middle East & Africa generic
drug market is valued at USD 29.08 billion in
2019 and is expected to reach USD 40.04
billion in 2024. The Group expects that it's
CAGR between 2020-2024 will be 5.9%. The
Group expects to take advantage of the
growing market of generic products and also
from expiry of patent products.

Expectations regarding the economy and its
impact on the company and the sector

1. The expected FDP growth in the MENA
region is 5% between 2019-2024.

2. Ongoing uncertainties in some markets
may affect the health care sector and the
company's performance in these markets.
However, long term forecasts in MENA
region is expected to grow at 5% between
2019-2024.

Future plans for growth and changes in
operations in future periods

The future plans for growth of the company
are as follows:

1. Focus on strategic areas of business as the
company divests from two non-core
subsidiaries

2. Re-enter markets in KSA, Kuwait & Oman
and regain leading market position

3. New alliances and JV partnerships to
strengthen the product portfolio of the
company

4. Launch new products in the market to
expand the product portfolio

5. Invest in capital expenditure to ensure
efficient operations.
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The Group expects continued investment in
capital expenditures due to the following:

The size and impact of current and projected | 1. Upgrading of existing facilities

capital expenditures on the company 2. Purchase of new machinery to increase
capacity & achieve efficiency improvements
3. Redesign current process to address new
requirements from government authorities.
The developments of the implementation of | The implementation of the following projects
projects, plans and transactions and deals | has been discussed in the board of directors:
that were discussed by the company's board | 1. Strategic turnaround of the company

of directors in the report for the previous | 2. Divestments of non-core areas of business
fiscal year

The name of the chairman of the company Saqr Humaid AlQassimi
Signature and Date 12/03/2020 /f
Company's Seal A bl
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