9zaiN

Zain Group
Q3 2023

Earnings Conference Call

14 November 2023

kg Y
'm.“u.‘ gt

i i

CHAIRED BY:

Madhvendra Singh
HSBC



Zain Group Q3 2023 Earnings Call Transcript

Tuesday 14 November 2023
15:00 Kuwait Time

Zain Group Executive Management

Ossama Matta — Group CFO
Mohammad Abdal — Group Chief Communications Officer
Mohammed Shereef — Group Head of Finance
lyadh Borgi - Group Operation & Business Perf. Executive Director
Aram Dehyan - Group Investor Relations Director

Moderator:
Madhvendra Singh, HSBC



Maddy:

Greetings ladies and gentlemen, this is Maddy from HSBC, and | would like to
welcome you all to the Zain Group's Q3 2023 Earnings 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 which have all been

uploaded on Zain 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, Maddy. And welcome everyone to Zain’s Q3 2023 earnings conference
call. With me today Ossama Matta — Group CFO, Mohammed Shereef — Group Head
of Finance, lyadh Borgi - Group Operation & Business Performance Executive

Director and Aram Dehyan — Group 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:

Ladies and gentlemen, thank you for joining us today. It is with great pleasure that |
present to you the highlights of what has been an exceptionally positive and eventful
quarter for Zain Group. Building on the momentum of our previous achievements, our
operations have shown remarkable growth in their top lines for Q3 and 9-months
2023, a testament to the robust execution of our 4Sight Strategy.

Gains achieved from the sale and leaseback of towers; combined with lower

depreciation and amortization; successful cost optimization and price revamp



programs; monetization and growth of consumer, digital and fintech services; as well
as ZainTECH and B2B initiatives, all contributed to the positive performance of the
9M period.

On the back of these robust results combined with our strong balance sheet, and in
accordance with our declared 35 fils per share minimum dividend policy (for three
years starting 2023 until 2025), we distributed 10 fils per share as interim dividends
to shareholders on September 14", This amounted to KD 43.3 million (USD140m).

As mentioned in our previous call, despite the ongoing socio-political challenges,
particularly in Sudan, we continue to deliver impressive results. The continuation of
the conflict in Sudan has been a cause of concern. However, | want to reassure all
stakeholders that we are taking proactive measures to safeguard our people and
commercial operations in Sudan and to make sure that the community stays
connected. Among our many initiatives, we are building three disaster recovery sites
in the country to maintain service continuity in case of emergencies affecting our

operations in Khartoum.

| would like to add that the ongoing humanitarian crisis in Gaza is affecting all of us.
Although there may be no impact on our financials, we recognize that many of our
employees are emotionally affected by this crisis. We are working together to support

each other during these tough times.

TowerCo Update:

e Zain KSA has successfully transferred the second batch of 1,400 towers in the
third quarter, realizing a gain of USD 54 million for Q3 2023. Overall, Year to date
gain is $205 million for sale of 5,000 towers. The remaining 3,069 towers are
expected to be transferred in batches by H1 2024. Total gain on the sale of 8,069
towers is estimated to be up to SAR 1.1 billion or $293m.

e Furthermore, on 19 October 2023, Zain KSA received a request from PIF to
exercise its call option to acquire Zain's 20% stake in GLI (the TowerCo) for SAR
726m ($194m) with a 20% premium over the initial investment value. We expect
a profit of SAR121m ($32m).

e Our exclusive negotiations with Ooredoo and TASC Towers Holding to combine

approximately 30,000 telecom tower assets in Qatar, Kuwait, Algeria, Tunisia, Iraq



and Jordan into a jointly owned independent tower company are continuing and
we aim to finalize this deal by end of the year. This will be a milestone development

that raises the notion of collaboration and regionalization to an entirely new level.

On FinTech... Exciting updates in this dynamic sector of our business.
Our FinTech arm has seen remarkable growth this year. Over the 9-month period,
revenue soared 264%, totaling USD 111 million. In terms of transactions volume,

we've witnessed a remarkable 81% increase.

In terms of market expansion. We are looking forward to securing a Digital Banking
license in Kuwait. Also, our teams are building a comprehensive go-to-market
strategy to introduce fintech services in Bahrain by the end of 2023.

In Sudan, our progress has slowed due to the current situation, but we remain poised

to launch as soon as conditions permit.

Digital Services and B2B:
Zain is witnessing an exciting “Growth Phase” of its ZainTECH and local B2B, digital

operators Yagootin KSA and Oodi in Irag, which are developing to become compelling

businesses, as monetization from these strategic activities is significantly growing.

Digital Services experienced a notable growth, with 10% YoY increase in revenue.
Additionally, ZainTECH and local B2B teams are working closely together to secure
strategic deals across key markets, consistently raising the bar, while achieving 27%
YoY growth in enterprise revenue.

Our investment and faith in ZainTECH’s potential is paying off as revenues have
increased 4 folds. The agreement to acquire STS, one of the region’s leading digital
transformation solution provider, brings growth and synergies, and a client base
which spans over 500 corporate entities across diverse sectors. This move is
important for ZainTECH, allowing us to upsell and broaden our service offerings, tap
into a rich talent pool, enhance innovation, and substantially strengthen our
competitive position throughout the region. We are very confident that ZainTECH will
be a major force in the regional Enterprise space.



Before we move into the financials, | would like to highlight some recent significant
achievements of Quarter 3:

e In September we launched Redbull mobile in Kuwait. Combining our telecom
leadership and Kuwait's top 5G network with Red Bull's energetic brand that
resonates with youth. We are offering appealing options for prepaid voice and
internet services. The high engagement rate of Red Bull clientele is striking as

around 86% of customers are active daily.

¢ Diversity Equity & Inclusion:
Zain Group's commitment to Diversity, Equity & Inclusion (DEI) was honored with
two major awards, underlining our efforts in promoting a diverse and inclusive

work culture.

e Corporate Sustainability:
We have released our 2023 Thought Leadership Report entitled ‘Building
Inclusive Societies Through Connectivity’, demonstrating our role in advancing

connectivity and its positive impact on society over the past forty years.

Moving to the financial highlights of 9M 2023 — page 11:

We ended the period serving more than 52 million customers, a slight increase YoY.

For the Nine months period, revenue reached KD 1.4 billion (USD 4.6 billion) an
increase of 11% YoY, EBITDA for the period reached KD 530 million (USD 1.7 billion),
up 8% YoY, reflecting an EBITDA margin of 37%. Net income for the period reached
KD 172 million (USD 561 million), up 13% YoY reflecting an Earnings Per Share of 40
Fils (USD 0.13).

Our data revenue witnessed a healthy growth of 8% for 9M-23, to reach USD 1.8

billion, representing 39% of consolidated revenue.

Debt Profile on the next page (14) The Group continues to maintain healthy cash
flows, with total due to banks at USD 4.4b, dropping from USD 4.6b last year, and
net debt/EBITDA currently standing at around 1.87x. Finance cost increased by
S103m for the first nine-months compared to the prior year, on account of a
significant increase in base rate (CBK rates, LIBOR & SIBOR etc.).



With that | will now handover to Mohammed Shereef to discuss our operations in

more details. Thank you.

Mohammad Shereef:

Thank you Ossama... Moving to the Opcos, Let’s go to slide (19) — Zain Kuwait:
Maintaining its market leadership, the customer base increased by 1% to 2.6 million
customers. Revenue for 9 months grew 2% to reach KD 264 million (USD 859 million),
EBITDA grew by 26% to reach KD 124 million (USD 405 million), representing an
EBITDA margin of 47% while Net income increased 38% to reach KD 84 million (USD
275 million). It should be noted that EBITDA and Net Income includes claim related to
winning the number range fees of KD 24.68m (US$80m). We received the first
tranche of payment amounting to KD 2.5m from CITRA and the balance payment of
KD 22m is expected to be received by the end of this year.

Data revenue remained stable at 38% of total revenue.

Commercially, Kuwait’s customer centric initiatives using its 5G network are gaining
traction, especially its ZainMAX offering, that has seen customer base grow month on
month, while ARPU is 30% higher than the legacy 5G base. This reaffirms that the
Kuwaiti customer is willing to pay for distinct and appealing content services, and we

will continue to expand this area of the business.

Zain KSA which is on slide (20):

For 9M 2023, the operation reported 10% growth in revenue YoY. EBITDA grew by
5% compared to last year, reflecting an EBITDA margin of 32%. Net income for the
period increased 224% to reach USD 259 million, inclusive of the gain from sale and
leaseback of towers during Q1 and Q3 2023. The operator's data revenue

represented 40% of total revenue and active customers stand at 8.9 million.

The OPCO witnessed continued growth in 5G, B2B, Yaqoot, Tamam and fintech
revenues. 5G witnessed a 41% revenue growth, B2B with 30% growth, Yaqoot -
Zain KSA'’s digital arm witnessed 93% growth in revenue compared to last year, and
Tamam - the consumer microfinance arm witnessed 191% increase in revenue YoY,

all of which contributed towards increase in top-line.



Moving to slide (21), which is Zain Iraq:
Zain Irag has achieved tremendous results across multiple financial metrics, breaking

several records over the past four years. The operator’'s customer base reached 18m

customers.

For the nine months period, Revenue grew 19% YoY due to better operational
performance and significant improvement in macroeconomic environment in the
country such as appreciation of IQD against USD (Official Central Bank rate from
1470 to 1320) and removal of 20% sales tax on telecom services, while EBITDA
increased by 11% to reach USD 268 million, with EBITDA margin of 38%. Net income
for the period soared by 561% to reach $64 million, inclusive of the tower transaction

gain.

Zain Jordan, on slide (22):

The operation had mixed results for 9M 2023. Customer base increased 4% YoY to
serve 4 million customers. Revenue and Net income increased by 3% and 14%
respectively, while EBITDA decreased by 5% compared to last year. The operation
maintained a healthy EBITDA margin of 41%.

Data revenue grew 1%, representing 50% of total revenue.

In addition to its 5G rollout as Ossama mentioned, Zain Jordan continues expanding
its fiber network and is on track to have 300 sites, increasing the reach of fiber

penetration to 60%.

Zain Sudan which is on slide (23):

As mentioned earlier, Zain Sudan delivered a resilient performance in an extremely
challenging environment. For the 9 months, the operation reported 28% growth in
revenue, EBITDA grew 20% to reach USD 215 million, reflecting an EBITDA margin
of 49%. Net income for the period reached USD 189 million, up 8%. This was driven
by continuous price revamps during 2022 and Q1 2023. Customer base reached 15.6

million, maintaining its market leadership.

Data revenue grew 41%, representing 35% of total revenue.



Finally, Zain Bahrain which is on page (24):

Zain Bahrain generated revenue of USD 143 million for the 9-months period, an
increase of 7%. EBITDA was stable at USD 44 million, reflecting an EBITDA margin
of 31%. Net income reached USD 12 million. Data revenue grew 6% to represent

47% of total revenue.

The opco shut down its 3G network across the Kingdom and used that spectrum
capacity to improve the reach and speed of the much more advanced 4G and 5G
services. The 3G shutdown makes Zain Bahrain the first telecom operator in the

Middle East and North Africa to make such a strategic move.

With that, I'll hand over to Mohammad for the 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.

Q:
Two questions: First on the TowerCo deal with Ooredoo. What would be your

strategy for the Kuwait part of the tower, given the tower network was sold to IHS,

with more towers transferred in this quarter and some gains booked?

Second question on the Sudan insurance claim KD14 million roughly, regarding the
warehouse damage mentioned in your financials, when do you expect this to be paid
and whenever you get paid this, will the amount be recorded as a gain on your

financials?

Ossama Matta:

Regarding the first question, our tower network in Kuwait is with IHS, and there was
a transfer of more towers during this quarter whereby we recorded the gain of KD 1.1
million. This his towers deal in Kuwait is not part of the deal with Ooredoo of which

we are expecting to finalize during this year.

There is a possibility that the newly restructured TASC towers entity post the Zain
and Ooredoo deal will also look at the Kuwait market and may consider to acquire the

towers in Kuwait from IHS, bearing in mind that our ownership is IHS Towers is 30%.



So, from a consolidation point of view, it may make a lot of sense for IHS and TASC

to join forces to merge these two entities.

In the Sudan insurance claim it is $45 million. As you mentioned, we made a claim to
the insurance and the insurance company has appointed a Loss Adjuster. There is a
lot of back-and-forth information, a lot of questioning, they need to audit, and the
audit is not easy these days because of the situation in Sudan. We have given them
access to all videos, and we expect this to come through and once the claim is

collected, yes, there will be a reversal of the provision related to it.

Q:

Few questions:

Firstly on Iraqg, could please provide some color on what's going on exactly in the
market? | know you mentioned the improved macroeconomic environment. But how
sustainable do you think this is? And from a competitive perspective, are you seeing,
an acceleration or increasing aggressive tactics from your competitors in Iraq? And if
you could just talk about the environment in Iraqg from the consumers perspective?
What is picking up exactly is more on the volume side or is there room for increasing

prices?

Second question is on Sudan, this quarter has been quite resilient, given the first full
quarter where we see the full impact of the conflict in Sudan. So to be honest, it is
surprising that the revenue was at that level, especially if you're looking at it on a
Quarter to Quarter basis. So also just wanted to have a better understanding of what's

happening to achieving such revenues and mitigate the challenges you have?

Ossama Matta:

Thank you, on Iraq side, we've seen a great performance across all revenue streams,
remember that we have benefited from the stopping the value added taxes or sales
tax, which is 20% and it was borne by the customers. So, this gave the customer more
affordability to spend more on the telecommunication services and also the
strengthening of Iraqgi dinar versus US Dollars also has benefited us. Introduction of

new packages in the market is also has proven to be very successful.

The other thing which we have been talking about is the irrational and unfair
competition from the third operator. And basically, we received in this quarter a letter

from the regulator to disconnect the network with this third operator. So the 3rd



operator’s customers now are basically unable to reach other operator customers, so

they can only talk within the same network and this puts a lot of pressure on them.

We already have commercial plans to bring in these customers and lock them in for a
longer period. The digital arm product ‘ocodi’ is doing greatin Iraq. There are also plans
to introduce some new products and services in Iraqg similar to what we have done in
Kuwait. The idea is to be more focused on Baghdad and Basra as well as foster the
takeup of MBB in regard to the routers. What we have done also you can see that
from a customer point of view there is a reduction in terms of the acquisition, and this
is intentional. We want to reduce the washing machine effect and reduce basically
subscriber acquisition cost. This has improved tremendously the margin. And this is
basically about Irag and what's happening also in the market in terms of improvement
in oil prices that has also benefited us, whether it's on the appreciation of the Iraqi
dinar or for the economy itself. The ZIYARA pilgrimage that happened in Q3 was also
very successful for us. We have taken a lot of these customers. All of this has helped
us in lraq, our expectations also for the 2024 is high for Irag. So we are on the right

track on Iraq, and we expect the operation to perform very well.

The second question, on Sudan, the revenues that we have achieved so far is due to
many factors. One is that we are functional and operating in all of Sudan, while others
were having difficulties to operate. The price ups that happened before has helped us
a lot in terms of revenues, and we also expect price revamps to continue. If you look
at the average rate, last year SDG/USD was 568, this year is 606. And now we're
talking about 820 in 2024. So, when you look at the margins for Sudan, yes you have
increased in terms of revenues. But when you look at the cost, you will see that costs
have increased as well, because of fuel prices, and other prices that are affected by
inflation. This has put pressure on the margin, that's why you see the margin is 46%,
we expect next year to be around 43%. As well, we expect the SDG/USD rate to be
around 800. So when we did our projections for next year, we took that into

consideration, but we also included the possibility of additional price ups for next year.

The other thing is we are building three disaster recovery centers in Sudan, this is very
helpful so that we are not only dependent on Khartoum. Don't forget that there are
approximately 4.2 million people displaced from Sudan, and 1.2 million out of them

left the country, that's why you're seeing our customer base drop.
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Q:

Are you expecting an impairment loss in Sudan in Q4 20237

Ossama Matta:

Our goodwill for Sudan is KD 1.8 million, we don't expect any impairment as the
operation is doing great. We are designing our CAPEX investments to cater for the
current situation. And as | mentioned, we are building like three disaster recoveries in
the country. We are having different operation centers across the country. All staff

are connected. We don't expect any impairment related to Sudan.

Q:

Two quick questions. The first one on the Iraq's fourth license, is there any kind of
indicative timeline on when this can happen? And secondly, on Sudan, in terms of
logistics of collecting subscription fees, in terms of collection, what kind of difficulties

are you facing and how do you overcome them?

Ossama Matta:

On the fourth license, we had internal discussions as we believe it is unfair to have a
fourth license in Iraq, where they will give 5G exclusivity for three years. We have
invested a lot in Iraqg, whether it's in 2G, 3G and 4G licenses, and we have endured a
lot of costs and losses during the unrest that happened in Iraq.

We are providing great services in Iraq as is the other main operator. Honestly, when
you look at Irag, you don’t see three operators, you see two operators that have paid
everything in full and one operator who hasn’t paid and still competing with us, this
is unfair. And that's why we were surprised to hear about the fourth operator. We

continue to lobby against this.

When do we see this happening? It is not easy actually to find somebody to manage
the fourth operator in Iraq, because this will be owned by the government, they need
probably a manager to do it. It wouldn't be easy, and it will take some time. | don't
expect anything will happen in 2024 given the CAPEX and OPEX and management

teams required to establish the 5G network and commercial operations.
For the second question, Sudan, it's basically a prepaid market, the collection is

happening through the banks, through the distributors to the banks, we don't have

any issue with that. Currently, we don't we don't find any issues vis a vie the collection
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of cash in Sudan. However, we have challenges with the enormous cash flow and we

are paying suppliers instantly as we feel we have already bought sufficient real estate.

Q:
Going back to Irag, you mentioned a three-year exclusivity of this 5G. What exactly

do you mean?

Ossama Matta:

They have given exclusivity to the fourth operator, which is owned by the government,
but they need a manager to manage it, with exclusivity three years to provide 5G
services. This means that the other operators in Irag cannot provide a 5G service

during these three years.

Q:

On this 5G license in Iraq are you in any way prohibited from at least like preparing
your network for 5G launch? | would suspect that you know in the early days the data
for 5G will actually be very slow and if for the first few years even if that operator is
operating alone, you would probably not have as much take up for that service while
your network can be ready as well as already have huge base. So, when you launch,
you would have probably much faster network and an advantage.

Ossama Matta:

You said that right. Actually, what you said is exactly what we are thinking of and
basically we have built and prepared the network to easily switch from 4G to 5G once
we are allowed to do so. Definitely will be ready as we have a huge customer base
but | don't think this will be an easy thing to do from the regulator side. We are still
lobbying.

Q:

Just following up with the cash collections in Sudan, could you talk about how much
cash you are collecting yourself from the Opcos, which markets are able to upstream
and link to that is what are the plans for dividends this year? Is there any risk or

upside?
Ossama Matta:

From a collection point of view, we are still doing fine, even in Sudan with the current

situation we are collecting some funds. There is no risk on the dividends of course.

12



Whether there will be an increase to pay more than 35 fils, this will be subject to the
to the board and the shareholders.

From a financial position, the company has a very strong financial position. But | would
say that we need to wait until you hear about the investments that we will do with
towers deal and the other investments and then we will decide on this. There is no
issues from the upstream, actually this year, we have up-streamed $143 million more

than we did last year in nine months.

Q:
Going back to Irag, you mentioned about certain restrictions imposed to the third

operator. What do you think going forward will happen?

Ossama Matta:

Now there is no interconnection between the third operator and the peers. So
customers of the third operator cannot reach customers of other operators and this is
based on the instructions of the regulator. And the reason they have done this
because there is money due to the regulator that they haven't played it and they have
been in talks with each with each other and they reached this level and they escalated
by doing so. How we will benefit from this? we will benefit by having a lot of
customers porting into Zain. This is the benefit and we already have commercial plans

in place to lock in these customers.

Q:
Just quick question, on the Kuwait market. Do you see any higher competitive intensity
generally from other operator?

Ossama Matta:

Regarding the Kuwait operation, we are still doing great in Kuwait. A lot of commercial
moves from consumer point of view, as Kuwait is a mature market as you know, and
highly saturated. But we still have our own moves and Zain here is a top of mind brand
in Kuwait, a lot of moves from prepaid to postpaid and migrating to postpaid within
the company. We are putting more packages in the market, which includes data,
device, content, voice, and the introduction of Red Bull, is very big move here in

Kuwait.
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So | would say it's the other way around. We are in a good position here in Kuwait
and performing very well and | believe the growth will be in the future on the B2B
front, not on the consumer front, we will maintain on the consumer front, try to
increase as much as we can with the new products and services, but the focus will be
on the B2B.

Mohammad Abdal:

Thank you, Maddy, 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 FY 2023 update.

Thank you for joining the call.
- END -
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