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Omar Mabher:

Greetings ladies and gentlemen, this is Omar from EFG Hermes, and | would like to
welcome you all to the Zain Group's Q2 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 2" 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, Omar. And welcome everyone to Zain's Q2 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, | hope you all had a great Eid Adha break with your families.

Let me start by saying that the Board and Management are very pleased to announce

another well executed quarterly performance, delivering double-digit growth in

Revenue and Net Income.



We continue to execute on our ‘4Sight’ corporate strategy, which is, driving growth,

digital transformation, and optimal efficiencies across all operations

We continue to achieve numerous milestones along with profitable growth across all
key operations. In particular, Kuwait, Sudan and Saudi Arabia performed exceptionally

well in all their respective key financial indicators.

Our continued focus on introducing cutting-edge digital platforms and monetizing our
4G & 5G networks, targeting consumers, businesses and governmental entities, saw
significant growth across several key markets with data revenue reaching USD 1.1

billion. This represents 40% of consolidated Revenue.

Moreover, we are thrilled with our B2B revenue growth of 21% YoY, powered by
ZainTech, which 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 in Q2.
On page 7 of the presentation:

e Regarding the Tower Transaction in Zain KSA, as we mentioned in our last
call, the Board of Zain Saudi Arabia already approved the sale of its towers to
PIF. We expect this to finalize in H2 2022.

Similar TowerCo transaction is in progress in Iraq, expected H2 2022.

e A great milestone for Zain Kuwait, becoming the first telecom operator globally
to launch Vo5G with nationwide coverage.

e Zain Kuwait successfully completes the first live trial in the region for 4G/5G
Open and Cloud Native Radio Access Network (cCRAN).

e Over all Zain Group Digital revenue grew 43% YoY. Dizlee, the Zain Group API
platform, grew exponentially with 26 digital partnerships offering 51 live
services resulting in an impressive 5.5 million transactions per month and a

349% YoY increase in revenue.



e Zain Esports in cooperation with Zain KSA launches PLAYHERA MENA
gaming tournament platform targeting region’s lucrative gaming market of an

estimated 100 million gamers.

e On the Fintech side, we have witnessed exponential revenue and customer
growth... revenue for H1-22 soared more than 270% compared to last year,

and customer base more than doubled.

e We published the Thought Leadership Report, entitled “The Climate Crisis —
Achieving Net-Zero for a Sustainable Future’.

On the awards which is page 6:
e Zain was awarded the ‘Best Telco Operator’ and ZainTech wins the “Best
Digital Service” at the prestigious Telecom World Middle East Awards 2022.

e Zain received World Finance Best Corporate Governance Award 2022 for
Kuwait, recognizing our Investor Relations, Corporate Governance, and
Sustainability teams’ high ethical standards, transparency, and professionalism

towards all stakeholders.

Important regulatory updates:

Zain Kuwait Number Range Case:

First-Degree judgement was issued in favor of Zain on 19" of June’22, leading to a
potential benefit of KD 24 million, subject to the decision of the final appeals court.

We are very hopeful that the appeals process will conclude in favor of Zain.

Zain Sudan Corporate Income Tax:

Following the relief under the Double Taxation Avoidance Agreement (DTAA) the
Corporate Income Tax reduced from 7% to 3.5% and an increase in withholding tax
on the management fees from 7.5% to 15% with effective Jan 2021, resulted in a net
benefit of $23 million during H1 2022.

Now, | would like to briefly touch upon the financial highlights for H1:

We ended the period serving ~52 million customers, an increase of 7%, reflecting an
additional 3.5 million customers, mainly supported by a healthy 21% customer growth
in KSA, and 12% growth in Iraq.



We reported H1 revenue of KD 829 million (USD 2.7 billion), an increase of 10%
compared to last year. EBITDA for the H1 reached KD 320 million (USD 1.1 billion),
an increase of 3% reflecting an EBITDA margin of 39%. The Group’s net profit soared
14% to reach KD 98 million (USD 321 million), reflecting EPS of 7 cents (23 Fils).

CAPEX on page (18), we invested USD 182 million, mainly in expansion of Fiber-to-
the-Home (FTTH); 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 (19) The Group continues to maintain healthy cash
flows, with total due to banks of USD 4.5 billion, increasing by 1% compared to H1'21
and net debt/EBITDA currently standing at 2.4x. Finance cost increased by only 4%

compared to the prior year.

On interim dividend... Yesterday, the Board declared a second consecutive interim
dividend of 10 fils per share for the first six months of 2022.

| would like to end by stating that the Board and management are focused on driving
sustainable shareholder value through strong environmental, social and governance
(ESG) practices. We would also thank all the government authorities across our
markets for their proactivity in supporting the telecom sector as we strive to provide

meaningful connectivity to the communities we serve.

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 (24) - Zain Kuwait.

An exceptional first half for Zain Kuwait..., where revenue, EBITDA and Net income
grew by an impressive 11% respectively. Customer base also increased by 10%
compared to prior year. This was mainly on account of tactical promotions targeting

higher acquisitions.

Data revenue grew 5% YoY and represented 38% of total revenue.



On a regulatory note:
In May 2022, Zain Kuwait has been granted a cloud computing license by CITRA.

Also, In June 2022, Virgin Mobile has been commercially Launched in Kuwait after

receiving its MVNO license from the CITRA last year.

Saudi Arabia which is on slide (25).

Remarkable 6-months for Zain KSA. Revenue grew 14%, EBITDA was stable at USD
398m, reflecting an EBITDA margin of 34% and net income soared 159% to reach
USD 57m

The growth in Net Income is due to the freezing of depreciation and amortization on
Tower assets being classified as assets held for sale. These assets will be transferred

to the Tower Company once the transaction is concluded.

Strong performance of B2B segment, where revenue grew 29% YoY. Yagoot - Zain
KSA's digital arm witnessed 20% growth in customers with 22% increase in revenue
compared to Q1 2022, and Tamam - the consumer microfinance arm witnessed a
48% increase in customers and a 124% increase in revenue vs. Q1 2022, all of which
contributed to the increase in the top-line.

Tamam also managed to achieve Net Income of SAR 7.6m during H1 2022.

Zain KSA invested USD 78 million on CAPEX during the quarter, mainly expanding

5G network coverage to over 50 cities. Data revenue represents 44% of total revenue.

Moving to slide (26), which is Zain Iraq.

Zain Iraq was able to achieve its highest quarterly revenues since Q3’21 despite
Ramadan seasonal impact. H1 Revenue and EBITDA increased 4% and 16%,
respectively, while net income decreased 80%. The drop in Net income YoY is due to

the reversal of excess accruals in H1 2021. ($37m)

For H1 2022, Customer base increased by 12% reaching 18m customers, mainly
driven by upgrade of fourth-generation network to the 4.5G+ technology.

The operator invested USD 21 million in Capex during 2022.



Our digital arm Oodi is performing well. Revenues up 30% vs Q1 2022, and now
expanding to serve customers in 11 major cities across Iraq, and recently received

multiple awards at Transform MEA (Middle East Africa) awards.

Zain Jordan, on slide (27)

The operation had a mixed result for the first 6-months of the year. Customer base
increased 4% YoY now serving 3.7 million customers. H1 Revenue increased 2%,
while EBITDA and net income are slightly down 6% and 4% respectively compared
to last year due to towerco transaction and one off ECL reversals of USD3.4m last

year. Operation maintained a healthy EBITDA margin of 44%.

Zain Sudan which is on slide (28):

Zain Sudan continues to be a leader in the market both in market and Value share,
successfully mitigating currency devaluation with tariff increase, 30% in March and
30% in June.

The period was highlighted by robust growth in revenue, EBITDA and netincome by
30%, 38% and 168%, respectively in USD terms. (56m Gain Vs $19m loss last year)

Zain Sudan also paid USD 5.1m dividends to the Group during H1 2022. While the

remaining to be paid during the year.

Finally, Zain Bahrain which is on page (29):
Zain Bahrain had a solid 6 months too, with revenue, EBITDA and net income
increasing by 3%, 2% and 3% respectively. Data revenue grew by 5% which now

represents 46% of total revenue.

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

enhancing 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:

Yes, thank you for the opportunity. | have two questions regarding the Iraq and Sudan
operations. So basically, | wanted to understand what exactly is happening in Sudan
in terms of the current one-off that we looked at in this quarter. Is there any move or
not that we should expect in Sudan in next coming quarters from what's been

disclosed? So some more color on Sudan below operating line.

And second, the tax benefits in Irag. So this should possibly boost profitability? The
profit seems to be very low compared to the past, so is this because of competitive

pressures and before we see some meaningful profit coming from Irag.

Ossama Matta:

Sudan is performing exceptionally well, before we go to the below EBITDA items and
the one off that you have referred to, please note that a lot of price revamps happened
in Sudan, across the board re all the products and services we have, and this has
resulted in an exceptional increase in terms of revenues. Just also to give you a color
during this quarter, we have seen a drop in terms of customer base as compared to
last year. And this is because of the unrest that happened during the end of last year
and during this year. And the plus the logistical issues that we have on the phone line
kits and the SIM cards, however, our market share continues to be at 48.6%. So Sudan

is operationally is doing great.

The one-off item is related to the treaty between the government of Kuwait and
Sudan where Zain can benefit from the tax reductions of up to 50% which
commenced January 2021, so the taxes are 3.5% instead of 7% going forward. This
has led to benefits that we booked below EBITDA. And we expect to continue getting
a 50% tax reduction regardless of the tax rate the Sudan authorities impose.

On Irag, the $108 million tax benefit which was previously paid to the tax authorities,
and we got clearance whereby now we can deduct this from future tax liabilities
including sales, income or any other type of tax that Zain has and we expect to
continue benefitting from this for the following 6 to 8 months that will support the
bottom line and cash-flow as well as pay off debts and reduce the interest cost. On
the profits of Zain Iraq, if you look at revenue side, we are doing well despite the
challenges and uneven competition issues with one of the operators not paying

license fees, 4G fees or taxes thus they can offer aggressive prices.



Now, there are discussions and lobbying with the regulator that are paying off. So
things hopefully are moving into the right direction. From a performance point of view,
this quarter was the best quarter since 2021. Till now, in terms of revenue, we have

new products in the in the market, with ‘oodi’ digital operator platform doing great.

The if you look at compared to last year, you will see from revenues EBITDA aside, we
are doing fine below EBITDA, you will see last year, there was more of a benefit, as
compared to this year. And this is related to a reversal of $18 million that happened
last year on excess accruals not needed in Iraq, that we reversed it, and that's why
you will see a major drop in net income. But if you take that 18 million and we have
mentioned this before, we have cleaned up and reversed some provisions needed to
give the management in Iraq a breathing room so that they can basically compete. So
now what you are looking at Iraq is the performance and hopefully things will get

better moving forward. | hope | answered your question.

Omar Mabher:

What's happening with the Sudan transaction?

Ossama Matta:

For the Sudan transaction, we are still in the due diligence process, the DAL Group in
Sudan and their partners in the UAE have the commercial, financial, and legal advisors
already in place. Given they are incurring a lot of expenses, gives us some assurance
about the seriousness. They are totally engaged now with the team in Sudan with
access to the data room. We expect to have management presentation soon in the
summer, after which we expect to receive a binding offer from them. This is a quick

summary about | hope | answered your question.

Omar Maher:
The same question with that Sudan transaction and how much dividends are

remaining to be up streamed from Sudan?

Ossama Matta:

We received | answered the first part of the question regarding the deal. The second
part of the question is related to the dividends. As you know, also the Sudan Central
Bank as well as the regulator approved for us to pay dividends from Sudan to Zain
Group and this is a first since 2007, if | remember correctly. The total amount was

approximately $30 million, but due to the devaluation of the currency, it is now



approximately $26 million. And the payment was approximately $2.5 million a month,
which we have received two monthly payments, which is $5 million, and the

remaining $21 million will be receiving in the following months.

Omar Mabher:

What are the gains from the tower sale of Zain KSA and other markets?

Ossama Matta:

We will get back to you on this clearly because it all depends on how many towers
you're going to novate immediately to the tower company. We expect to have good
gains happening this year from the tower deal in KSA. But it all depends on how many
towers you novate immediately, noting there is a minimum number of towers that we
need to novate for the deal to go through. In Iraqg, we are also looking at it and we're
going to get back to you definitely in H2 2022 on this. But it will be a good year for
Zain in terms of extra profits coming from the tower sales as well as the extra cash.

Omar Maher:
And there's a follow up, assuming this Sudan transaction goes through as planned.
How do you propose to use the proceeds?

Ossama Matta:

Look with what's happening in the market and in the debt market as well, with interest
rate is increasing a lot of uncertainties whether they're talking about inflation,
recession, stagflation, we are following up on all of this, but it is better for us to
whenever we receive extra cash is to reduce our debt exposure. And then we already
have facilities undrawn, which we can draw down any opportunity that comes out
arises that will bring value to the shareholders, we're going to tap into it. But the
immediate use of it will basically reduce the debt, of course, there will be benefit to
the shareholders to our investors, because of the savings on the interest cost, it will

increase the bottom line and this will also result in more dividends to our shareholders.

Omar Maher:

Thank you. | just want dig deeper into the growth drivers for Kuwait specifically,
because | noticed this quarter. | mean, besides data, the data contribution to total
revenue in Kuwait is lower than the rest of the Group. | think it's 38%, equate versus
40% for the Group. So there's probably a component that has a more significant

revenue contribution relative to the rest of the average of the Group, which | find a bit
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surprising because Kuwait is a bit more advanced market in terms of technology, very
much powerful ARPU.

And also, in your release, it states that the total revenue growth for Kuwait in the first
half was 11% YoY, but data was up only 5%. So obviously, there's something else

that is perhaps growing faster or driving the growth more than data in Kuwait.

Ossama Matta:

Thank you for the question. You're absolutely right. Kuwait, from a performance point
of view did well. Whether it's on the old revenue streams, but add to it, this year as
compared to last year, we have increasing enroliment revenues, less restrictions on
travel, as compared to last year. This has led to an increase in roaming compared to
last year. Handset trading also has increased in terms of revenue. But here we don't
do bulk sales, we always have a handset associated with the SIM card with a package.
So this is good on the sales side as well as on the future revenues, whether in postpaid
or prepaid. And also on the bulk SMS, we have seen the first half of the year, increase
in bulk of SMS as compared to last year. All of these led the quarter increase of 13%.
For the full six months 11% in terms of revenue. And that's why on the data side as a
percentage of revenue, it has dropped. But | have new revenue streams that has not
been there, or where at the low-level last year. That's why we have seen the increase
and other revenue streams better than the increase in data. But from a data point of
view, we are pushing ahead. We are monetizing 5G. It's doing well. We don't have
any issue whatsoever, even though they've launched the MVNO here in Kuwait, we

don't see any impact whatsoever.

Omar Maher:

That's clear, thank you so much. And | also wanted to ask them to then because it was
a bit surprising that revenue growth in Sudan, if I'm looking at the quarter, it's up
almost 64% from last year, even though there was a devaluation in March that has
affected revenue for the entirety of the second quarter, and | know that there was
some price ups, but the growths looks a little bit high in the context of the SDG

devaluation in second quarter?

Ossama Matta:
We are pushing our products in the Sudan market. But at the same time, don't
underestimate price ups that we have done last year and towards the end of last year.

In Q3 and Q4, total last year, approximately it was like 300% increase in prices. And

11



this year, we have another 60%, which happened first of March and then first of June.
So this definitely has led to the increase in terms of revenues. So plus, you have
increase in terms of international interconnection happening in Sudan, that also
increased. And what we have seen also an increase on the digital revenues, especially
on the content side, a lot of content, whether local content, whether it's some of it is
international content, Video, as well as music is happening now in Sudan, and we
shouldn’t underestimate the number of customers that we have in Sudan. So this has
led to the increase in revenues as compared to last year. The bulk of it, is due to the

price increase 360% over a period of a short period of time.

Omar Maher:

It's understandable. What | find surprising, perhaps. And | guess, you know, that
turned out to be more resilient than | thought. If I'm looking at like all the devaluations,
that happens in the country since 2012, the last 10 years, it's been quite significant,
to say the least. And | think even like the hyper inflationary environment has put a lot
of pressure on the consumer spending, or the or the purchasing power in Sudan in
general. So I'm just a bit surprised that the average Sudani consumer is just capable
of absorbing all those price increases. | mean, at some point in time, | feel like it's, you
know, there has to be perhaps a slowdown in volumes as a result of those price
increases, but every time you do those price increases, it keeps surprising positively.
So, are you feeling that perhaps you're reaching the ceiling of the amount of hikes that

you could pass on to consumers?

Ossama Matta:

What you are saying is absolutely right, we need to have to seriously look at it, but
from salaries point of view, not only from Zain point of view, in the whole market, in
the whole industry, there is a lot of increase in terms of salaries to individuals, we will
continue to increase as much until we reach the point where it becomes impossible to
increase. But for now, | believe that what we are doing is fine. Also note that there are
many Sudanese abroad, supporting their families back home. So, this has also a
positive impact. Whether we introduce new products, as we are seeing now, even on
the digital side, like you would expect if you do a price increase in the normal package,
you will expect that | will not have enough revenues related to digital products, but
still I have increase in digital products. And it is it is quite interesting. Like it reached
$6.1 million in the quarter. And this is coming from, as | mentioned, from the new
services that we are putting in place, and content and videos. So far, it seems working,

we're going to continue until commercial reasoning says otherwise.
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Nishit Lakotia:

Thank you. Just two questions, on Zain KSA, the assets for disposal, the accounting.
Zain was benefiting from sizeable benefit almost SAR 100 million, this second quarter
from D&A expense, but the lease costs related to these towers being accounted now

or not? How this is being treated?

Ossama Matta:

What you mentioned is right, but there is one correction, it is SAR 90 million in the
quarter, in a month we save approximately SAR 30 million between depreciation and
amortization. So, related to the asset as well as to the leases, it is stopped now the
amortization and the depreciation because this is the accounting standard. These
assets are classified now as assets held for sale and you can see it in the in the balance
sheet. We're going to continue to do this until we dispose of the asset completely and
this will happen in H2 2022.

Now, if you take this out, and compare with last year in terms of Zain KSA profitability,
take into consideration last year that the first half we recognized SAR 41 million of
CITC waiver (this is related to the cases that we have with the with the CITC on data
revenues). So we have reversed that in first half of 2021 and benefited from it. So this
if you take it out and you take out also the SAR 30 million per month, starting from
mid-February of this year, you will see the company is still doing perfectly well in
terms of bottom line. But we will continue to benefit from this until we stop the
dispose of the asset which is expected soon in H2 2022.

Nishit Lakhotia:
You had $23 million in Sudan one-off this quarter. So if | remove this one-off, then the
quarter profitability looked a bit week in the second quarter for Zain, what exactly is

the reason for lower profit?

Ossama Matta:

The profit continues to be as good as last year. However, from Saudi point of view,
the benefit SAR 90 million, this is approximately $24 million. Our benefit at the Group
level is only $8 million, because we own 37%.

The other one, which is related to the taxes in Sudan, the portion which is related to

2021 was booked in the first half of this year. But we also benefited from reducing
the tax rate during the first half of 2022, from 7% to 3.5%. And also take into

13



consideration that | was taking provisions related to taxes in Sudan that no longer is
there. We will continue to benefit from this. If we do the math, we still have good
profit, the growth in terms of Saudi and if you take out this additional gain that we got
or savings that we got from amortization, we are still talking about approximately
74% increase in terms of bottom line in Saudi, if | take it the waver out of last year, so

what you are saying is not actually correct.

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 Q3 2022 update.

Thank you for joining the call.

- END -
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