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Faisal Al Azmeh:

Greetings ladies and gentlemen, this is Faisal from Goldman Sachs, and | would like
to welcome you all to the Zain Group's Q1 2022 Results Conference Call. It is my
pleasure to host Zain Group senior management today on the call. By now you should
have received the company's presentation and earnings release for the 1%t quarter and

detailed financials which have all been uploaded on the Group's website.

Now without further delay, | will hand the call to Mohammad Abdal, Zain Group's

Chief Communications Officer. Thank you.

Mohammad Abdal:

Thank you, Faisal. And welcome everyone to Zain's Q1 2022 earnings conference
call. With me today Ossama Matta, Group CFO, Mohammed Shereef — Group Head
of Finance, lyadh Borgi, the Operation & business Performance Executive Director

and Aram Dehyan, IR Director.

In a moment, we will take you through the IR presentation which has been posted
earlier today on our corporate website, and after that we're happy to answer any

question, you may have.

During this call, we will be making forward-looking statements which are predictions,
projections or other statements about future events. These statements are based on

current expectations and assumptions that are subject to risks and uncertainties.
Please refer to our detailed cautionary statement found in slide number 2.

With that, | will now turn the call over to Ossama.

Ossama Matta:

Thank you, Mohammed. Good afternoon to everyone and thank you for joining us on
today's call.

We had a strong start to the year, delivering robust results for Q1 2022, achieving

numerous milestones, Revenue and profit growth across all key operations. In

particular, Zain Kuwait, KSA and Sudan performed very well in net profit terms.



Our continued focus on monetizing 4G & 5G networks, targeting consumers,
businesses and governments, saw significant growth across several key markets with
data revenue reaching USD 536 million. This represents 40% of consolidated
Revenue, and would have been much higher, if not for the currency devaluation

impact in Sudan.

Moreover, we are extremely pleased with our B2B revenue growth of 19% YoY, that
witnessed the addition of many key corporate and government related accounts

across our footprint.

Let me start off by noting several significant accomplishments that occurred recently.

On page 6 of the presentation a very positive note about Zain Brand:

Brand Finance, the main reference for telecom valuations, increased Zain’s brand
value by USD 211 million (up 10%) to USD 2.4 billion.

After a 3-year break, we attended MWC Barcelona last February and we entered

multiple strategic deals that have been announced over the last month.

On Tower Update:
e The Board of Zain Saudi Arabia approved the sale of its 8,069 towers for SAR
3.03 billion (USD 807 million) to PIF. This transaction, a first-of-its kind in KSA,
will create enormous shareholder value. We expect this to finalize in the

coming months.

And as we mentioned previously, similar TowerCo transactions are in progress

in both Iraq and Sudan, and we will be providing more details in future calls.

e Our wholesale arm, Zain Global Connect in partnership with Zain KSA
announced first investment in PEACE cable through the J2M (Jeddah, KSA to
Marseille, France) submarine cable system that will be operational in Q1, 2023.

e In Kuwait, ZainTech launched a comprehensive range of managed cloud
services and cybersecurity solutions for corporate customers, other key
markets will follow.



e We rebranded the Zain Group API platform to Dizlee. This API success story
that was launched in mid-2018 sees it today having 20 digital partnerships,
offering 41 attractive services, resulting in substantial revenue since its launch
with 130 million payment transactions and generating over USD 120 million in
gross revenue. We will continue to foster this lucrative area that is providing

appealing content, gaming and more services.

e Zain Esports teams up with KSA headquartered PLAYHERA to rollout gaming
tournament platforms, targeting the region’s lucrative gaming market with an
estimated 100 million gamers. We expect big things to happen in the esports

world from this Joint Venture.

e We published the 11" annual sustainability report, titled ‘A resilient journey
across a challenging year’, which summarizes Zain’s activities during the year

based on a new five-year Corporate Sustainability strategy.

e On the Fintech side, we have witnessed exponential revenue and customer
growth... revenue for Q1 has more than doubled compared to last year, and

customer base jumped by more than 180%.

Now, | would like to briefly touch upon the operational highlights for the quarter:
We ended the period serving ~51 million customers, an increase of 5%, reflecting an
additional 2.3 million customers, mainly supported by a healthy 17% customer growth
in KSA, and 9% growth in Iraqg.

We reported three-months revenue of over USD 1.3 billion, an increase of 7%
compared to last year. EBITDA for the quarter reached USD 507 million, a decrease
of 3% reflecting an EBITDA margin of 38%. The YoY decrease in EBITDA is mainly on
account of growth in low margin segments in KSA, especially trading revenue and
handsets installments packages we put in place in Zain KSA. Also, there were some

reversals of provisions no longer required during Q1 2021, as mentioned last year.

For Q1 2022, foreign currency translation impact was USD 120m on Revenue and
USD 80m on EBITDA.

Excluding the FX impact, YoY revenue would have grown by 16%, and EBITDA would
have grown by 12%.



The Group achieved an increase of 6% in net profit to reach USD 156 million,
reflecting EPS of 4 cents (11 Fils).

CAPEX on page (19), We invested USD 74 million (represents 5.5% of revenue),
mainly in expansion of Fiber-to-the-Home (FTTH); spectrum fees; 4G upgrades and
new network sites across markets, as well as ongoing 5G rollouts in Kuwait, Saudi
Arabia and Bahrain.

Our Debt Profile on the next page (20) The Group continues to maintain healthy cash
flows, with total debt decreasing by 1% compared to Dec-21 (in KD terms) and net
debt/EBITDA currently standing at 2.35x. Finance cost remained stable compared to

the prior year.

On dividends... last month the AGM approved cash dividend of 23 fils/share for the
second half of 2021. This cash dividend of 23 fils/share follows the semi-annual
dividend of 10 fils distributed earlier, thus totaling 33 fils/share for the full year 2021
with 77% payout ratio, one of the highest in the region. This third consecutive
payment of 33 fils/share on an annual basis completed the company’s 3-year

minimum commitment that started in 2019.

And with that | will now handover to Mohammed Shereef to discuss the results in

more details and look forward to the Q&As there after. Thank you

Mohammed Shereef:

Thank you Ossama and good afternoon everyone.

Moving to the Opcos, Let’s go to slide (25) - Zain Kuwait.

Great start for Zain Kuwait... delivered a healthy set of results where revenue, EBITDA
and Netincome grew by 7%, 12% and 22%, respectively. This was mainly on account
of tactical promotions targeting higher acquisitions, uplift of customer base and cost

optimization initiatives.

The operator continues to exploit its 5G mobile and broadband offering to individual
and B2B customers with resulting increase in revenue, capturing the largest 5G

customer and revenue market share in the country.



Zain Kuwait also launched state of the art managed cloud services and cyber security
solutions in partnership with Zain Tech holding a 2-day event at JACC Jaber Ahmed

Cultural Center, featuring local business and banking executives

Data revenue grew by 5% YoY and represented 39% of total revenue.

Regulatory Updates:

e Number ranges case’ is now scheduled for Q2, 2022.

Saudi Arabia which is on slide (26).
A positive quarter for Zain KSA supported by further lifting of COVID restrictions,

which led workers, and business travelers into the Kingdom.

Revenue and net income grew by an impressive 12% and 97% respectively, while
EBITDA for the period decreased by 2%, reflecting an EBITDA margin of 33%.

The increase in Net Income is due to the positive impact from Tower assets being
classified as assets held for sale, which resulted in stopping of depreciation and
amortization from fixed assets & ROU assets reclassified to assets held for sale. These
assets will be transferred to the Tower Company once the transaction is concluded.

Strong performance of B2B revenue that grew over 30% YoY, Yagoot - Zain KSA's
digital operator witnessed 170% YoY growth in customers, and Tamam - the
consumer microfinance arm witnessed a three-fold increase in customers and a five-

fold increase in revenue YoY, all of which contributed to the increase in the top-line.

Zain KSA also Signed Several Strategic Partnerships and MoUs to Support Digital
Transformation and Improve the Quality of Life in The Kingdom during the Mobile
World Congress (MWC) held in Barcelona.

In Line with the Kingdom’s Aspirations to Become a Global Center for Digital Network
Connectivity, Zain announced the kickoff of the J2M (Jeddah, KSA to Marseille, France)
submarine cable system, which will link the Middle East with Europe.

Zain KSA invested USD 33 million (6% of revenue) on CAPEX during the quarter,
mainly expanding 5G network coverage across its 51 cities. Data revenue represents

449% of total revenue.



On MVNOs...
SALAM and FNC received the MVNO license and deployed on Zain KSA's network.

Moving to slide (27), which is Zain Iraq.
For Q1 2022, Customer base increased by 9% reaching 17.6m customers, driven by
the launch of 4G.

Revenue and EBITDA increased by 5% and 8%, respectively, while net income
decreased by 74%. The drop in Net income YoY is due to the reversal of excess
accruals in Q1 2021.

The operator invested USD 15 million in Capex during 2022 (8% of revenue).

Zain Iraq’s almost one-year-old digital operator (Oodi) is celebrating few milestones.
The platform has had instant success since inception, with more than 70k customers,
operating in 7 cities and having a much higher ARPU (more than 3x) than Zain Iraq.

Zain Jordan, on slide (28)

Strong 1%t quarter, with customer base growing 3% YoY and now serving 3.7 million
customers. Revenue, EBITDA and net income are slightly up compared to last year,
maintaining a healthy EBITDA margin of 45% despite towerco impact and bad
weather.

The FTTH base witnessed over 42% increase and over 34% increase in revenue.

On regulatory side:
The Government extended the temporary spectrum bands till June 2022, allocated for

free to all operators.

Zain Sudan which is on slide (29):

Zain Sudan continues to be a leader in the market both in market and Value share,
successfully mitigating the ongoing political unrest in the country and currency
devaluation of 44% compared to Q1-21. As communicated earlier, we applied price

revamps to mitigate the FX impact.

The quarter was highlighted by the healthy growth in revenue, EBITDA and net
income by 6%, 22% and 156%, respectively.



VAT on Telecom Services has been increased from 35% to 40% and applied effective
from 1st of April 2022.

Finally, Zain Bahrain which is on page (30):
Zain Bahrain also had a solid start to the year, with revenue, EBITDA and net income
increasing by 4%, 3% and 3% respectively. Data revenue grew by 6% which

represents 45% of total revenue.

VAT increased from 5% to 10% effective from 15t of Jan 2022.

Zain Bahrain is focused on the continued expansion of 4G and 5G infrastructure and

to enhance its Home Broadband services.

With that, I'll hand over to Mohammad Abdal for Q&A.

Mohammad Abdal:
Thanks, Mohammed. With that, we will now move to the Q&A session. And we ask

that you limit yourself to one question and one follow-up.

Nishit Lakotia:

Good afternoon, thank you so much for this opportunity | have a couple of questions
relating to Sudan specifically on the transaction for the offer that was disclosed, any
progress on that? And secondly also on the currency devaluation so now we are
looking at SDG 576 to the USD so is that what we are seeing on your currency on
your income statement that mainly coming from there? Also It seemed like the net
profit of Sudan was very high below EBITDA, there was hardly any expenses so is
there any one-off there that you'd want to disclose for Sudan?

Ossama Matta:

Thank you for the questions regarding the first question on the transaction what | can
disclose now is Zain, as well as the potential buyer have the advisers in place, virtual
data room is ready with all the info needed, and due diligence has started. We're going
to get back to you soon but as | mentioned before the transaction itself is easy when
it comes to just looking at the due diligence side of it what will be the major issue that
we have to solve is the FCTR which is lying in the equity side. So, things are moving
towards the right direction the timeline, and it will be dependent on how we resolve

the issue of the FCTR which is relevant, so | would think that may take some time. For



the second question which is the currency devaluation currently it is 576 what you
have seen is the full impact, the reason we see revenues increased in Sudan as
compared to last year is because of the price ups that happened during also the
second half of 2021, and during this quarter of 2022, we also revamped prices
upwards of 30% at the beginning of March 2022. Also noting there was another
increase of 25% that just happened on April 1, 2022, taking into account what you

see is the full impact of the devaluation.

On the cost side however you might see later on more increase in cost because the
devaluation takes a little bit of time to cascade on the expenses but the price revamps
that we have done compensate for this potential increase on the profitability as
compared to last year the liabilities in foreign currency were higher than the
receivables in foreign currency we had in net liability balance that's why we had a
major devaluation in currency in Q1 last year when we compared this year with Q1.
Our balance between receivables and liabilities in foreign currency is positive is net
receivables that is why we have a gain as compared to a loss last year; this is why we

have major swing in the bottom line compared to last year.

Omar Maher:

Hi, thank you very much for the call. Just one question from my side. If you could please
shed some light on. | think there's a bit of a shift in revenue trends that seems to be
continuing this quarter, for reasons that are not entirely clear, because essentially,
what we're seeing is that previously, you had the fourth quarter, which was very
strong in device sales. And now, it seems that a very big part of those device sales
have shifted to the first quarter. | mean, obviously, these supply chain disruptions
since the onset of COVID has probably a bit of an impact on this, but | thought that
this would have already normalized a little bit, but it seems that a very big part of the
revenue growth that we saw this quarter in various geographies was driven by device
sales. So if you could, perhaps, shed some light on this, tell us what you're thinking
what, when you're expecting this to normalize or is this like a trend that is here to

stay? In terms of seasonality? Thank you.

Ossama Matta:

Thank you, for your question. Yes we see a little bit of shift in terms of revenues, the
elements of revenues is changing a little bit. And we see that also impacting the
margins, because with this shift in revenues is causing a lower margin in terms of

services and revenue. This is clearly evident in Saudi Arabia where we are in Q1 as



compared to prior year, we have increased in terms of revenues. But when we look at
the margins, we will see that we are almost at the same level margin of last year and
this is also impacting the consolidation. Now for Saudi, the reason is because of the
push of the installments on the handsets, which is at a lower margin, and this at Q1
of this year will have an impact, but hopefully in the coming quarters we will have the
benefit. If | also go into more details in terms of revenues in Saudi, the other element,
which is reducing the margin is also on the B2B side. we have seen B2B is increasing
in terms of revenue, but the margin as compared to last year, still remains healthy, but
itis lower than last year. This is also impacting the total margin in Saudi as well as the
consolidation at the Group. Since we are talking about Saudi, on the prepaid side of
the business in Saudi, we mentioned before that we were facing some internal issues
in terms of the sales activities that we are having and distribution. We put a plan with
the team in Saudi, we are now executing on the plan. New fresh eyes have been hired,
competent management as well, pushing more into the market. So hopefully we are
seeing things starting to improve. Umrah hopefully this year, especially in April will be
much better. In March there was not major impact. So things on the revenues in Saudi
are moving in the right direction. In Kuwait, we have seen the operating revenues
increasing. Handsets, yes, it has increased as compared to last year, but we have seen
major increases on postpaid. A significant shift from prepaid to postpaid and this is
designed internally here with the management. High ARPU customers on prepaid
move to the postpaid. Also on the B2B, it is stable, it's like 1% growth with a slightly
lower margin. And we have seen also increase on roaming but what you're
mentioning is right, but hopefully it will be temporary until we have the operating

revenue pick up from the installments.

Nishit Lakhotia:

Thank you | have one follow up question, it's more on the strategic side given that one
of your competitors is increasing its stake in a Saudi operation to increase it to more
than 50%. What's the Zain strategy in terms of the portfolio given that Saudi is such
an important geography and now that the operations is much more stable and
growing and it is strategically so important? Would Zain also be looking at that as one
other option to increasing its ownership in Zain Saudi from the 37%, is that something

on the cards the management might consider?
Ossama Matta:

Thank you for the question. For us Saudi is very strategic very important for the Group,

that's why during the rights issue that happened several years ago, we were pushing
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to increase our ownership from 37%. It is very important and very strategic for us, and
unfortunately, we were not successful in increasing due to many factors coming from
the regulations in Saudi; now we are monitoring what will happen with this
transaction, and if they manage to increase, then we will have a discussion with the

KSA regulator. This is very serious for us ok thanks.

Omar Maher:

Looking at the numbers, comparing specifically Sudan to Iraq, | clearly recall you
mentioned when the devaluation happened, it's easier to revamp prices in Sudan
rather Iraqg, due to limitations. In Sudan you have seemed gone back to similar
revenues pre-devaluation while in Iraq its slower? What are the market dynamic

issues or struggling to increase prices in lraq?

Ossama Matta:

In Iraq, its completely different as in Sudan as part of the license we can increase
prices automatically without regulatory approval if devaluation exceeds 5%. As we
are market leaders in Sudan, we can increase prices and the competitors will generally

follow.

In Irag we are challenged in increasing prices as it requires discussions with the
regulator, and it needs to be done in alignment with the competition. Also different in
Iraq is the fact that one of the competitors in Irag haven’t paid for the 4G license nor
for the license extensions and they are selling 4G and other mobile services and
products in our areas at much lower prices, therefore disadvantaging and impacting

us. Noting we spent around $150 million on 4G license.

Noting this operator received a USD 24 million fine on top of the license fee
obligations. Also, technology providers such as Huawei, Nokia and Ericsson have
stopped providing this operator with technology or managed services, noting it was

determined illegal to provide this operator technology or services.

In Iraq there are lots of good moves as we launched appealing products, weekly
unlimited packages and new postpaid products, as well as a very aggressive approach
on B2B sales including door to door, as well as tele sales. We had an issue with Zain
selling routers, which was resolved in our favor, and today we are the only mobile
entity selling routers in Irag. We are pushing sales as long as marginal revenues

exceed marginal costs, even in cases of churn in future quarters as long as the net
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positive between marginal revenues versus costs is positive, and March was a positive

month based on this approach.

Irag is more challenging than Sudan for so many reasons, and we are seeing much

more improvement in lraq which is pleasing.

Omar Maher:
Why is one of the competitors being allowed to unfair advantage in the market to

operate 4G in the market?

Ossama Matta:

Its part of the general political dynamics in Iraq, which we prefer not to comment on.

Robin Thomas:
Is there any update regarding the litigation against the ministry of communication in

Kuwait in regard to number range case?

Ossama Matta:

Regarding the dispute with the Kuwaiti regulator, note that the competition had
similar case and they won. We were supposed to have our hearing yesterday 24"
April, but this was postponed to next month, till May after Eid. We expect to have a
positive outcome on this, and hopefully this will be reflected in our results this year.

Operator:

There are no further questions.

Mohammad Abdal:

Thank you, operator, please refer to the Investor Relations website for additional
updates and feel free to contact the IR team at IR@zain.com for further information.
We look forward to your future participation in our Q2 2022 update.

Wishing you all a Happy Eid ...Thank you for joining the call.

- END -
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