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Operator:

Good afternoon ladies and gentlemen, thank you for standing by. Welcome to today's Zain
Group's Second Quarter 2018 Results Conference Call. At this time, all participants are in
listen-only mode. There will be a presentation followed by a question and answer session at
which time if you wish to ask a question, you will need to press star-one on your telephone
and wait for your name to be announced. | must advise you that this conference is being
recorded today, Thursday, 2" of August 2018.

I would now like to hand the conference over to your first speaker today, Omar Maher. Thank
you, please go ahead

Omar Maher:

Greetings ladies and gentlemen, this is Omar Maher from EFG Hermes and | would like to
welcome you all to the Zain Group's Second Quarter 2018 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 second 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 Second Quarter 2018 earnings conference
call. 'm joined today by Scott Gegenheimer our Group CEO of Operations and Ossama Matta
our Group CFO. In a moment, we will hear brief remark from them followed by a Q&A session.

Before we start, let me remind you that our quarterly Investor Relations update and
presentation slides that accompany this call, are available on the Investor Relations page of
Zain website www.zain.com

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 Scott.


http://www.zain.com/

Scott Gegenheimer:
Thanks, Mohammad and Good afternoon to everyone and thank you for joining us on today's
call.

| will start with some of the major highlights that took place in Q2 2018 and then touch briefly
on the group results before handing over to Ossama to go through the details.

We recently appointed new CEOs in two of our operations. Sultan Al Deghaither for Saudi and
Fahed Al Jassem for Jordan. Both have sound operational experience being long-time Zainers.
The Group is working closely with both of them and they also have strong local teams behind
them.

In June, Zain KSA successfully refinanced and extended the maturity date of its existing
syndicated SAR 5.9 billion Murabaha facility for five years. Additionally, we added a revolving
working capital credit facility of SAR 647 million for two years, bringing additional liquidity to
Zain KSA to fund its digitally focused business growth plans.

Sticking to Zain KSA, although not relevant for Q2 specifically, nevertheless important going
forward for this audience, in early July we announced that Zain KSA will be treated as a
subsidiary of Zain Group and its financial results will be fully consolidated with the results of
Zain Group starting from the third quarter of 2018. The impact of this consolidation will
strengthen the Group's financial indicators on various levels, although no change to net
income, since Zain Group's ownership in Zain KSA will not change.

Following the company-wide agreement entered into at the 2018 MWC Barcelona between
Zain Group and Google’s Apigee to provide us with the platform to launch an Application
Program Interface (API) platform, Zain Kuwait in partnership with DOCOMO Digital launched
its unique gaming platform offering its customers access to over 1,000 top quality and
branded games.

Zain Kuwait trialed 5G technology in several locations and we will continue developing and
expanding the 5G network gradually across Kuwait in readiness for 5G devices that will
available, expected during 2019.

At the MWC Shanghai 2018, Zain Group joined other leading mobile operators committing to
adopt and implement the GSMA IloT Security Guidelines of best practice and
recommendations for the security of the entire Internet of Things (loT) ecosystem.

Moving on to the KPI’s and financials results for Q2 which is on slide 6 of the IR presentation.
Operationally, the 2nd quarter of 2018 saw a mixed set of results across our operations noting
(as previously mentioned in Q1) we applied new accounting standards IFRS 9 & 15 which



negatively impacted us on several key indicators and we continue to be impacted by the
continual deterioration of the currency in Sudan.

Our group customer base ended Q2 with 47.4 million customers, which is a 5% growth from
previous year. Highlighted by impressive growth Iraq where they added 1.9 million customers
reflecting 15% customer growth, while in Kuwait we had 7% customer growth and Sudan,
with 8% customer growth over the past 12 months. Nevertheless, we lost nearly 700,000
customers in KSA (due to expat exodus and biometric rules /two sim card policy).

It is pleasing to report data revenue growth of 10%, which now represents 27% of our total
revenues. We expect continued growth in this area of our operations in the second half of the
year.

Regarding the Q2 results specifically, Zain Group recorded consolidated revenues of USD 811
million, down 6% Y-o-Y. EBITDA for the quarter reached USD 282 million, down 18% Y-o-Y,
reflecting an EBITDA margin of 35%. Net income for the quarter amounted to USD 150 million,
up 3% Y-o-Y, reflecting earnings per share of 11 Fils (USD 0.03).

For Q2 2018, foreign currency translation impact, predominantly due to the 43% currency
devaluation in Sudan, cost the company USD 52 million in revenue, USD 19 million in EBITDA
and USD 4 million in net income. Excluding the above-mentioned currency translation impact,
Y-o0-Y revenues would have remained stable and net income would have grown by 6% for Q2,
2018.

For the first six months of 2018, the Group’s consolidated revenues remained stable at USD
1.67 billion. EBITDA for the period reached USD 563 million, down 19% Y-o-Y, reflecting an
EBITDA margin of 34%. Consolidated net income increased 5% Y-o-Y to reach USD 287 million.
Earnings per share for the half-year stood at 20 Fils (USD 0.07).

For H1 2018, foreign currency translation impact, predominantly due to the 40% currency
devaluation in Sudan from an average of 15.8 (SDG / USD), in H1 2017 to 26.5 in H1 2018 cost
the company USD 94 million in revenue, USD 36 million in EBITDA and USD 9 million in net
income. Excluding this currency translation impact, Y-o-Y revenues would have grown by 6%
for H1 2018 and Net Income by nearly 10%.

Going to slide 9, total Group CAPEX for the H1 excluding Zain KSA reached USD 103 million
and accounts for 6% of the total Group revenues. CAPEX, including Zain KSA was USD 174

million, representing 7% of the total revenues.

And with that | will now handover to Ossama to discuss the results in more detail. Thank you.



Ossama Matta:
Thank you, Scott, and good afternoon everyone.

As advised in our Q1 call, the company applied IFRS 15 and IFRS 9. As a result of this, the
Group had a negative impact of KD 39.1m in the Opening Retained Earnings balance. In
addition, total Group revenue for H1-2018 was negatively impacted by KD 6.2m and EBITDA
was impacted by KD ém.

| will now go through our key markets, providing insights into both six-month and Q2 2018
key financial indicators.

Let’s move to slide 14:

Zain Kuwait remains the most profitable company in the Group representing 35% of total
Group revenue...and it grew its customer base by 7% Y-o-Y to now serve 2.8 million
customers.

From a local market perspective Zain Kuwait’s market leadership is reflected by the fact that
its revenue represents 35% of total market revenues and 62% of the total net income in the
Kuwaiti telecom market.

Zain Kuwait’s Q2 performance saw revenue, EBITDA and Net Income drop by 11%, 19% and
10% respectively compared to last year, mainly due to:

- Decrease in equipment sales.

- IFRS 15 accounting rules resulted in lower margins on sales of handsets.

- Last year EBITDA was higher due to reversal of doubtful debts provisions KD 2.7m.

- The decrease in EBITDA partially offset the lower Depreciation & amortization.

For the six months 2018, the operator delivered good set of results given the very competitive
landscape, where revenue increased by 5% mainly supported by appealing marketing and
customer acquisition initiatives as well as the proceeds coming from the enterprise revenues
(mainly MEW). Unfortunately, EBITDA for the period came lower by 17% due to the
application of the new accounting standards. Despite the EBITDA performance, net income
was slightly higher than last year mainly due to the reduction in depreciation and
amortization.

Data revenue grew by 6% Y-o-Y and now represents 32% of total revenues.
We recently appointed a new Chief Commercial Officer in Kuwait with a more focus on

delivering a better customer experience with increased accessibility to service teams and via
enhanced customer journeys.



Zain Kuwait has increased its focus on innovation aimed at growing its digital platforms to
provide customers with choice, accessibility and control. Customers enjoyed new and
enhanced mobile applications, websites, e-shops and web-chat services that allow them to
manage their accounts, control their usage, pay and recharge in a straight-forward manner,
locate our stores, acquire new devices, receive tailored offers, and much more.

Closing on Zain Kuwait, | would like to mention that we expect to close the Tower sale in the
second half of 2018 and the gain for the sale will be reflected in the 2018 results.

Moving to slide 15, which is Zain Iraq
It was expected to witness another solid performance for the quarter, as mentioned earlier
this year, things are very promising for this key operation.

The operator’s customer base increased 15% Y-o-Y and reached 14.7 million customers. This
base represents 31% (the highest) of the Group’s total customer base. The restoration of sites
in the West and North of the country, combined with numerous customer acquisition
initiatives, especially in core regions, resulted in an impressive addition of 1.9 million
customers.

For Q2 specifically, revenue and EBITDA increased by 5% respectively compared to last year
mainly driven by data growth and regional expansion (Kurdistan area), while net income
dropped by 7% affected by higher depreciation and a 15% income tax that started to fully
impact us starting from the beginning of this year, as we could no longer benefit from the
amortization of the goodwill for the tax calculation, which we benefited from up to 2017.

Notably, revenue for H1 2018 jumped by 7% Y-o-Y. EBITDA for the period increased by 8% Y-
o-Y, with EBITDA margin standing at 35%. Notably, net income for the period surged by 66%
Y-o-Y.

Also contributing to the operation’s financial revival was the significant growth of data
revenue, robust growth in the Enterprise (B2B) segment and the revamping of its call centers
significantly improving customer service.

Sudan which is on slide 16.

As Scott mentioned earlier, the significant 43% currency devaluation in Sudan from an
average of 16.1 (SDG / USD) to 28.1 affected the Group’s overall and the operation’s financial
results in USD terms. However, in local currency (SDG) terms, the operator continues to
perform remarkably well as revenues grew by 36% Y-o0-Y (down 22% in USD terms for) Q2.
EBITDA increased by 41% in SDG (down 20% in USD terms) and net income increased by 33%
in SDG (down 24% in USD terms).



Data revenues accounted for 17% of total revenues and grew 52% in SDG terms.

The operation serves around 13.9 million customers which grew by 8% Y-o-Y. The operator’s
customer base is the second largest within the Group, which represents 30% of the Group’s
total customer base.

Saudi Arabia which is on slide 17.

Zain Saudi Arabia’s performance for the quarter was primarily affected by the 8% Y-o-Y
reduction of its customer base due to the CITC regulations related to bio-metric measures and
a two-sim policy.

Revenue for Q2 dropped by 1% as a result of lower interconnection revenue due to applying
the new MTR rates (impact: SAR 34 m) and lower international revenue. EBITDA for the
quarter dropped by 3%, reflecting an EBITDA margin of 33%. The company reported net losses
of SAR 38 million (USD 10 million), mainly affected by the EBITDA performance and increase
in depreciation and amortization.

Data revenue represents 53% of total revenue.

Compared with the first quarter of 2018, Zain Saudi Arabia reported a 10% increase in
revenues, with EBITDA growth of 8% in Q2 2018. The company achieved a 25% increase in
operating profit quarter-on-quarter in Q2. Zain Saudi Arabia also managed to reduce its net
losses by 51% in Q2 compared to the previous quarter. The operator’s total customer base
stood at 8.4 million at the end of June 2018.

Just a quick reminder to what Scott said earlier, we will consolidate the Zain KSA results in Q3
2018, and this will positively impact revenue and EBITDA and other keys indicators except for
net income, since Zain Group's ownership in Zain KSA will not change.

Going to slide 18 which is Zain Jordan.
Although maintaining market leadership, the intensification of competition resulted in Zain
Jordan customer base shrinking by 10% Y-o0-Y, to serve 3.8 million customers.

Revenue for the quarter was stable at USD 122 million. While EBITDA and net income
decreased by 15% and 24% respectively. The drop was mainly due to the higher
interconnection costs due to unlimited off-net offers, resulting in a decrease in gross margins
and the increase in Opex (mainly due to higher utilities cost and regulatory charges).

Zain Jordan also extended the Fiber reach to 23 locations in Amman and revenues are
increasing exponentially in this area.



As mentioned in our previous call, the management has successfully lobbied with the
government, and we have managed to reduce the cost of electricity by 22% starting July 1st,
2018. EBITDA margin for the quarter was maintained at a healthy 40%.

Data revenue grew by a healthy 3% Y-o-Y which now represent 38% of total revenue.

On a final note, | would like to mention that the Zain Jordan team are looking at ways of
further reducing costs especially electricity and are currently examining solar power options.

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

Mohammad Abdal:
Thanks, Ossama. 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.

Operator:

Thank you. Ladies and gentlemen, we will now begin the question and answer session, if you
wish to ask a question press star one on your telephone and wait for your name to be
announced, if you want to cancel your request please press the # key.

We will now take our first question from Nishit Lakhotia from SICO please go ahead your line
is open:

Nishit Lakhotia: Good afternoon thank you for the call, I've got two questions,

1. On the Sudan operation and the South Sudan hyperinflation, we’ve seen a lot of
distortion because of this accounting of hyperinflation in terms of the size of the
impact that we’re seeing for the group, when the fact that South Sudan is so
immaterial that it’s not even showing in the presentation. So, it could be assume that
the assets are fully impaired so the impact is in this quarter, so what should we expect
going forward assuming this hyperinflation continues. How long can we expect this
kind of distortion to continue?

2. The other is on Iraq, the operation, Irag growth seems to be a bit on the lower end
than what we’d have expected given that how much Iraq used to contribute when
things were normal in terms of the bottom line overall, and right now we are not really
seeing that pace of growth | would have assumed coming from Irag now that things
are stabilizing, so a bit more color on why the profitability or the improvement is
slower and when can we expect tangible improvement of Iraq becoming 30-40% of
what it was in 2014 for Zain Group in terms of revenue and profit. Thank you

Ossama Matta: Regarding South Sudan, as explained previously the net monetary gain in
South Sudan is purely due to the movement in the consumer price index, which is obviously



not under our control and we are in no position to forecast. If you compare the 3-year
cumulative inflation rates to what we have now, compared to last year of June 2017 and even
if you compare it with March 2018, you’ll see a major increase in the inflation and in the CPI.
So applying 1AS29 to South Sudan which has liabilities and equity outweighing the assets will
definitely result in gain to the bottom. Now going forward we’re going to see lesser impact of
the inflation in South Sudan due to many reasons, one of them, is what heard lately in the
news that Sudan officials held peace talks with the South Sudanese government as well as
with the opposition in South Sudan and there are agreements which touch on the economic
benefit such as the flow of oil and reassuming the commercial trade economic trade between
the two countries. This will definitely help in reducing the inflation in South Sudan as well as
in Sudan. From a balance sheet point of view, we don’t see later on a major impact coming
from the applying of IAS29 because of some reclassification that we have done to the
shareholder loan. | hope this explains.

Nishit Lakhotia: Ok just a bit more clarity is there any way you could provide us with some
numbers on this in terms of what will be on that liability which means South Sudan currency
or any disclosure from that angle so as to understand exactly what is the balance sheet
situation of that entity there?

Ossama Matta: We basically don’t disclose South Sudan’s numbers, but I’'m assuring you that
you will not see this major impact for your forecast you’ll not see this major impact in the
coming quarters.

Scott Gegenheimer: I'll take the question regarding Iraq we did have a 6% growth in Q2 over
last year, there’s a couple of things going on there, on why it hasn’t bounced back as fast as
we would like. The competition is a little tough in the market but also a few things happened,
obviously with the hostile forces that were there and now that they have been defeated,
there has been a lot of people leaving the Anbar region and that area a lot of displacement
internally and also excess out of the country. When sites come back up the revenue doesn’t
quite bounce back as fast as it actually left, that’s one impact. We also had a 19.5% or 20%
sales tax come in about a year and a half ago | think it was about half our point of elasticity in
the market which is pretty sad, normally in most markets when you say a sales tax come in or
a change in some kind of tax, the issue that is passed onto the customers, you can hope for
at least 50% of it being passed on and you’ll have some of your 50% elasticity so it bounces
back onto the revenue but in Iraq we didn’t really see that we lost really almost 20% of our
revenue overnight in there. That hurts especially when we you look at the last couple of years
of trends you have to take that into account along with the revenue and at one point we had
nearly more than 25% of our sites down because of hostile forces and now that the sites are
coming back on but it’s going to take some time to build that up. The other thing, we’re still
a 3G network, so although revenue on the data side is continue to grow it is not growing as
fast as it would be if we had LTE in the market now there are some discussions about a 4t



license comes in but at this stage we don’t know when they are coming exactly and the timing
of that but we do have high hopes that the economy is turning around, oil is stabilizing, so we
expect the economy continue to be turn around, so | expect growth to continue to accelerate
going forward. But it is a challenging market there is no questions but | think that there is a
huge future opportunity there just maybe not quite in the next one or two quarters, but |
think maybe over the next couple of years you’ll see a lot more growth in Iraq, so | hope this
answers your question, thanks.

Operator: Thank you. The next question comes from Dana Al Ghanim from Ashmore please
go ahead, the line is open.

Dana Al Ghanim: Good afternoon, the first question is about Zain Saudi Arabia and the rights
issue, where we stand right now, given it seems to be going back in the red and recorded
losses and my second question is about dividends given everything that’s happening in Sudan
and the cashflow statement, now we don’t have the cash flow that we got last year from the
treasury stock sale how are you going to deal with it this year?

Ossama Matta: Thank you for your question, on the rights issue we are still pursuing it,
however the challenge that we’re having is the share price. Share price is significantly below
par that is currently around 6 where par is at 10, this is the only challenging part now. If we
receive good news in Zain KSA in the second half of the year and we expect hopefully to
receive such news, and the operation picks up in the performance, this would be reflected
positively on the share price and then we will pursue it more actively, but now at this stage
we cannot do anything because of the share price. Regarding the cash flow, we are still in a
very solid position if you look at our balance sheet, even when we consolidate Zain KSA, our
leverage will drop compared to prior year because taking into consideration we are
guaranteeing Zain KSA of USD 1.4 billion so when we consolidate, we don’t double count and
we’ll benefit from the EBITDA. Also, another thing happening this year is the tower sale where
we’re will bring in cash to the group so this will also benefit the cash position of the company.
Now anything related to dividends will be subject to the board approval and of course the
shareholder’s approval, | hope this answered your question.

Operator: Thank you now | will take our next question from Ziad Itani, Arqaam Capital, please
go ahead.

Ziad Itani: Just a couple of questions on Kuwait can we get more insight why the revenue
declined around 10% Y-o0-Y in Q2 instead of a 7% addition to customer base. | understand the

lower handset sales but is it that significant?

Scott Gegenheimer: There was a couple of things going on in the market, yes there was a
slowdown in handsets sales. We also have a few things in cleanup, we did convergence billing
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that we implemented for the last say 6 months, we had some issues about offering new type
of tariffs in the market that we had to slowdown just because we didn’t have our billing
system up and running at that time. The other thing we actually on the prepaid we changed
our pricing in the market for our prepaid lines, we increased the value on it, originally, we
were selling our sim cards at 4 KD, then we moved it up to 5 KD, the distributors were basically
selling it and we saw a huge washing machine effect on a lot of auto churn, so we saw the
churn come down dramatically in Kuwait because of the increase in the price of the
commission, so service revenue was relatively flat in Kuwait. But there was a KD 8.9 million in
handset difference and | think you’ll start to see handsets specifically because of IFRS 15, you
won’t see operators doing a lot of subsidies on handsets because you have to take the full hit
to the P&L, so that was really the kind of major issues, but the service revenue is really flat in
Kuwait. We need to focus on B2B which is where the future is, we had fairly good growth on
B2B in Q2, and we continue to expect more grow although it is relatively small at this stage,
but we expect in the future in the next couple of years to continue to make that more
significant.

Hopefully that answers your question thanks.

Ziad Itani: The second question on Kuwait with regards to the operational margin. We've seen
a potential recovery close to 900 basis points. | recall that you said you have a couple of one
offs in the first quarter, even if you assume that these one offs are at a 0% margin it still
implies a 300 basis points recovery operational margin in Q2. So, I’'m just wondering is this
the case because of operational improvement and operational efficiencies or is that the one
off that you booked in Q1 were actually not made at the EBITDA level?

Scott Gegenheimer: It was a couple of things, one was reduction in the dealer commissions
which helped quite a bit and cost optimization program that we’re running there, so both of
those added to it. | believe that the way that bulk handsets sale occurred in Q1 that saw a
little bit of some loss in it in Q1 so you didn’t see that impact, so the combination of that is
where you see the growth in the margin in Q2. Thanks and | hope that answers your question.

Ziad Itani: Ok and so the Kuwait Ministry of Water and Energy (MEW) project is actually
profitable?

Scott Gegenheimer: It will be profitable in the future, as the MEW original project was
basically breakeven to a little bit of margin, it was very small but we expect a lot of add-ons
over the next couple of years, so we expect the project to be profitable and much more
profitable going forward as we expand the scope of the project. The project itself is somewhat
break-even right now, we’re trying to get in the market of smart cities, smart electricity and
water bills, we’re hoping to use this as a pilot and then we can start to roll it out to some of
the bigger markets across the region, especially KSA, so we wanted a basically cost for the
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first phase of that project, but during phase two and three we expect to be making margins
going forward on that project.

Ziad Itani: Perfect thank you very much, just on the tower sale one more question, you said
that you expect it to happen before year end you were talking about both Saudi and Kuwait?

Scott Gegenheimer: No, we were only talking about the Kuwait market at this point and not
Saudi Arabia, as we’re still waiting for regulatory approval from the Saudi authorities.

Ziad Itani: Good thanks

Scott Gegenheimer: You're welcome

Operator: Next and final question from Malik Zaher from SICO, please go ahead.

Malik Zaher: | just got one question. | noticed that your first half depreciation was falling by
about 20%. Is it got to do with the accounting regarding of the handsets and will this change
in the depreciation policy you apply?

Scott Gegenheimer: Yes, it is related to the handset amortization, at the beginning and when
we adopted the IFRS 15 everything went to the balance sheet so there was no amortization
for handsets in the previous period and going forward we’re not amortizing any handsets, so
all the amortization of handsets is going away.

Moderator:
Thank you, no more questions so | will hand it back to Mohammad Abdal for any closing
remarks.

Mohammad Abdal:

Thanks 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 2018 update, the date for which we will announce in the

forthcoming months.

Thank you all for joining the call, and have a nice day.

-END -
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