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Phapros

Key takeaways from company visit

Phapros in a glance

Phapros (PEHA) is a pharmaceutical company, based in Indonesia, since 1954. Phapros
develops and produces OTC, ethical, generic medicines, and medical devices, 56.8% of its
shares are owned by Kimia Farma (KAEF), 9% are owned by Mr. Syarif Masrizal, while the
rest are owned by public.

Inorganic expansion

In the second semester of 2018, the company purchased shares at PT. Lucas Djaja
(pharmaceuticals company), as part of their inorganic expansion, at the moment PEHA
owns 90.2% of shares at PT. Lucas Djaja. This inorganic expansion may benefit PEHA due
to more production capacity, product diversification, and strengthening export market. The
acquisition was funded using bank loans and MTN, hence short term debt rose
significantly in FY18 to Rp558.5 bn from Rp20 bn in FY17. However, we see this as a
promising strategy as Lucas Djaja is strong at export market, export contributed around
50% of revenue, and hence the export contribution is expected to reach 5% of revenue
from only 1-1.5%. We expect this to have positive impact for Phapros in 2019, due to
potential additional revenue from Lucas Djaja.

Possible tax deduction for R&D

PEHA adopt open R&D concept in developing new products, meaning, another party do the
R&D, while PEHA do the marketing and distribution process. One of the examples was
Inashunt, a medical tool to remove liquid from the head of hydrocephalus patient; the R&D
is done by Gajahmada University. In addition, government may impose up to 300%
possible tax deduction for companies whose spend on R&D. This can be a positive catalyst
if the regulation is fully implemented, PEHA Spend around Rp21bn of R&D expense in
2018, around 2% of revenue. However we still waiting for more specific details regarding
the implementation to further see the impact on earnings.

Right Issue purpose

PEHA plans to raise around Rp1.1 tn, equal to 50% of issue and paid up capital through
right issue, equivalent to 62mn shares. According to the management the progress for
right issue is already 90%, just waiting for the extra ordinary shareholders meeting
(RUPSLB) which going to be hold in 26™ of August. The purpose of the right issue is for
debt refinancing, working capital, and new products development.

Company strategy and positive sentiment going forward

Going forward, the company will be more selective in selecting e-catalog products, due to
low margins, it is important as BPJS e-catalog products contributed around 52% to
revenue. The company will also find alternative raw materials from China, which cost at
lower price. To minimize foreign currency exposure, the company may does purchase by
using other than USD currency, for example Yuan. Another positive tone, government is
now under discussion to support the use of local medicines for hospitals, this may
increase demand for local pharmaceutical products.

Exhibit 1 : Financial Highlights

Year to 31 Dec 2016A 2017A 2018A 3M18 3M19
Revenue (Rpbn) 816.1 1002.1 1022.9 177.8 140
Operating profit (Rpbn) 128.8 187.4 193.7 165 16.9
Net profit (Rpbn) 87 125.3 1333 125 5.1
EPS (Rp) 518 746 158 74 6
EPS growth (%) 38 4h -78 n/a n/a
EV/EBITDA (x) 9.6 7.6 9.8 n/m n/m
PER (x) 3.4 2.4 1.2 n/m n/m
PBV (x) 2.4 2.1 1.8 n/m n/m
Dividend yield (%) 0.0 0.0 63 n/m n/m
ROE (%) 13.9 17.8 16.7 n/m n/m

Source : PEHA, Ciptadana Sekuritas Asia
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Analyst Certification

Each contributor to this report hereby certifies that all the views expressed accurately reflect his or her personal views about the
companies, securities and all pertinent variables. It is also certified that the views and recommendations contained in this report are not
and will not be influenced by any part or all of his or her compensation.

Disclaimer

This report does not constitute an offer to buy or sell any security/instrument, invitation to offer or recommendation to enter into any
transaction. Nar are we acting in any other capacity as a fiduciary to you. When making and investment decisian, you should determine,
without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these
risks) as well as the legal, tax and accounting characterizations and consequences of any such transaction. In this regard, by accepting this
report, you acknowledge that (a) we are not in the business of providing (and you are not relying on us for) legal, tax or accounting advice,
(b) there may be legal, tax or accounting risks associated with any transaction, (c) you should receive (and rely on) separate and qualified
legal. tax and accounting advice and {d) you should apprise senior management in your organization as to such legal, tax and accounting
advice (and any risks associated with any transaction and our disclaimer as to these matters,

The information contained in this report is based on material we believe to be reliable; however, we do not represent that it is accurate,
current, complete, or error free. Assumptions, estimates and opinions contained in this report constitute our judgment as of the date of the
document and are subject to change without notice. Any projections are based on a number of assumptions as to market conditions and
there can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. PT
CIPTADANA SEKURITAS ASIA AND ITS AFFILIATES SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL
OR OTHER LOSSES OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY
RELIANCE ON THIS REPORT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF.

Disclaimer: This document is not intended to be an offer, or a solicitation of an offer, to buy or sell relevant securities (i.e. securities
mentioned herein or of the same issuer and options, warrants or rights to or interest in any such securities). The information and opiniens
contained in this document have been compiled from or arrived at in good faith from sources believed to be reliable. No representation or
warranty, expressed or implied, is made by PT CIPTADANA SEKURITAS ASIA or any other member of the Ciptadana Capital, including any
other member of the Ciptadana Group of Companies from whom this document may be received, as to the accuracy or completeness of the
infermation contained herein. All opinions and estimates in this report constitute our judgment as of this date and there can be no
assurance that future results or events will be consistent with any such opinions, forecasts or estimates. The information in this document
is subject to change without notice; its accuracy is not guaranteed; and it may be incomplete or condensed.
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