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Zain Group Q1 2019 Earnings Call Transcript

Thursday 9" May 2019
2:00 PM Kuwait Time

Zain Group Executive Management:

Scott Gegenheimer - Group Chief Executive Officer - Operations
Ossama Matta - Group Chief Financial Officer
Mohammad Abdal - Group Chief Communications Officer
Aram Dehyan - Group Investor Relations Senior Manager

Moderator:

Nishit Lakhotia, Head of Research, SICO

Operator:

Good afternoon ladies and gentlemen, thank you for standing by. Welcome to today's Zain
Group's First Quarter 2019 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, 9t of May 2019.

| would now like to hand the conference over to your first speaker today, Nishit Lakhotia.
Thank you, please go ahead

Nishit Lakhotia:

Greetings ladies and gentlemen, this is Nishit Lakhotia from SICO and | would like to welcome
you all to the Zain Group's First Quarter 2019 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 first 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, Nishit, and welcome everyone to Zain’s First Quarter 2019 earnings conference
call. With me today Scott Gegenheimer our Group CEO of Operations and Ossama Matta our
Group CFO.

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 Scott.

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

As | mentioned on our previous call, a number of our strategic programs are now gaining
significant traction and giving rise to these excellent results. These include successful turn-
around activities in Saudi Arabia and Iraq, active regulatory engagement across the group,
digital, and our focus on B2B and fixed play.

The major highlights that took place in Q1 2019 are as follows:

e Strong profitable performances in Saudi, Kuwait, Irag, Bahrain and Sudan (in local
currency) and we continue to diversify our revenues.

e The continuous improvement in Zain KSA both on top line revenue growth and its worth
mentioned that they have achieved positive net income for 3 consecutive quarters.

e The data monetization, Enterprise (B2B) and smart city initiatives implemented across all
operations continue to grow.

e We are also building scale in the digital space: We have expanded our Group API
program and are now live in Kuwait, KSA, Iraq, Jordan and Bahrain. We continue to on-
board new global strategic partners which is facilitating the acceleration of the



deployment of new services across our group. Revenues reached $4M since inception
but grew over 60% Q1 vs Q4 last year.

e We have also begun to invest in FinTech and we have applied or in the process of
applying to regulatory sandboxes in Saudi Arabia and Kuwait with Bahrain to follow
along in Q2. We are also conducting a number of trials with e-health services in Kuwait.

e We have completed successful 5G trails in Saudi and Kuwait markets and are currently
building out our 5G networks and plan for commercial launches in 2019. We will be
using all 3 major vendors (Huawei, Nokia and Ericsson).

e To support our data growth and 5G ambitions, we have also made some good progress
in terms of spectrum and license extensions:

e Zain KSA successfully obtained a total of 190 MHz of new spectrum in the 2.6 GHz and
3.5 -3.6 GHz bands.

e 100 MHz of spectrum was acquired in 3.5 — 3.6 GHz which will be used for 5G, for a total
price of SAR 624m with payments deferred until Jan 2022, with equal instalments over
13 years.

e 90 Mhz of spectrum was acquired in the 2.6 GHz band, which will be used to expand LTE
services, for a total price of SAR 324m with payments commencing on 1%t Jan 2020, in
equal instalments over 15 years.

e In Bahrain, we renewed the licence for for a ten-year period, effective April 1, 2019 for
BHD 10.339m which is payable over 5 years.

e Also, in KSA, we negotiated and revised the sale amount of Zain KSA’s Towers up to SAR
2.52 bn from the initial deal of SAR 2.43bn. This is for the sale and lease back of 8,100
towers for 15 years. Regulatory approval is the only pending issue for closing.

e The quarter also saw our adoption of IFRS 16, which positively impacted EBITDA and
small amount on the net profit, which Ossama will provide more color on that.

Let me start on page 6 of the IR presentation. Our Group customer base increased by 6% Y-
0-Y to reach 50 million customers at the end of the quarter supported with the 1.5 m
additions in Irag and 1.3 m in Sudan. Competition remains intense across our markets, but
we continue to maintain our customer leadership in most of our markets.

For the first quarter of 2019, Zain Group recorded consolidated revenues of USD 1.3 billion,
up 54% Y-o-Y. EBITDA for the quarter reached USD 586 million, up 108% Y-o-Y, reflecting an
EBITDA margin of 44%. Net income for the quarter amounted to USD 155 million, up 14% Y-
o-Y reflecting earnings per share of 11 Fils (USD 0.04).

This performance was underpinned by the consolidation of Zain KSA which resulted in an
additional USD 559 million in revenue and USD 255 million in EBITDA during the first
quarter.



Unfortunately, the Sudan currency translation impact for the first quarter, cost the company
USD 59 million on revenues, USD 27 million on EBITDA and USD 10 million on net income,
predominantly due to 48% currency devaluation in Sudan from an average of 24.9 in Q1-18
to 47.5in Q1-19 (SDG / USD).

Moving on to Capex, the Group CAPEX for the quarter (including Zain KSA), it reached USD
91 million accounting for 6.8% of the total Group revenue. Ossama will provide the country
breakdown of the spend that includes 4G expansion and 5G preparations in key markets

Going to Slide 12, in April 2019, we distributed a cash dividend of 30 Fils per share to all our
valuable shareholders for the FY 2018. This represents 66% dividends payout ratio and 6.1%
dividend yield.

Group data revenues (excluding SMS and VAS) increased 118% Y-o-Y, representing 37% of
the Group’s consolidated revenues. Again, it should be noted that the substantial growth
percentage is predominantly due to the consolidation of Zain KSA results, with substantial
investments in network upgrades and expansion and growth in Enterprise data related
revenues contributing to this growth.

We will continue to develop the required infrastructure and invest resources to further
benefit from these lucrative and strategic business areas.

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.

Definitely, the first quarter of 2019 was highlighted by the impressive growth in all Key
Financial Performance indicators across the Group and Operations, for which | will go into
details in a bit, but before that | would like to shed light on the application of the new
accounting standard IFRS 16 (related to leases) which was effective from 1°t January 2019. On
adoption of IFRS 16, the Group’s assets increased by KD 167 million, with lease liabilities
increasing by KD 206 million. A net difference of KD 21 million negatively impacted the
Opening Retained Earnings and KD 17.5 million impacted minority Interest as at 15t January
’19. This negative impact in retained earnings will be recovered through reduced amortization
of ROU assets in future periods. Correspondingly, the adoption of the standard led to a benefit
of KD 18.6 million (USD 61 million) in EBITDA and KD 1.7 million (USD 6 million) in Net income
for Q1-19.



The Group’s leverage i.e. net debt / EBITDA (including Guarantees) currently stands at 2.1
times, which is below the industry average and we aim to further reduce such levels to
minimize associated costs.

Let’s move to slide 13 - Zain Kuwait

Operationally Zain Kuwait remains the most profitable company within the Group and
continues to maintain its market lead in both value share and customer base, as it now serves
2.6 million customers.

From a local market perspective, Zain Kuwait’s market leadership and efficiency is reflected
in its Q1 performance where revenue represents 40% of total market revenue and net income
represents 62% of the total net income in the Kuwaiti telecom market.

Revenue for the quarter fell by 15% when compared to Q1 2018 to reach KD 82 million (USD
271 million) mainly due to additional enterprise revenue (MEW project) and bulk sales in Q1-
18 (KD 17 million)

On the other hand, EBITDA for the quarter jumped by 21% to reach KD 32 million (USD 105
m) mainly due to improved gross margins and benefit obtained on implementation of IFRS 16
amounting to KD 2.4 million. Net income increased by 11% to reach KD 21 million (USD 70 m),
including a benefit of KD 1.3 million on adoption of IFRS 16.

To meet the ever-growing demand for data, Zain Kuwait invested USD 6.2 million in CAPEX
during the first quarter, growing its digital platforms and implementing an entire range of
Data monetization initiatives. The benefits of such investment and focus are reflected in the
Data revenue that grew by 9% and now represents 38% of total revenue.

Saudi Arabia which is on slide 14:

Zain KSA continues its strong performance and further strengthens Group financials for Q1-
19.

Despite the aggressive competition in the Saudi telecom market, it is impressive to note the
double-digit growth in Revenue that Zain KSA recorded during Q1, 2019.

Revenue for the quarter was at an all-time high of USD 558 million, an increase of 24% YoY,
mainly due to higher postpaid, B2B and handset sales revenue. Also included in Revenue is
the colocation revenue of USD 14 million which was net off under leased line expenses in the
previous periods. EBITDA for the quarter jumped by an impressive 67% to reach USD 255
million including IFRS 16 benefit of USD 36 million, reflecting a healthy EBITDA margin of 46%.
Net income for the quarter reached USD 34 million including IFRS 16 benefit of ~USD 3 million,



compared to a loss of USD 21 million during Q1 ‘18, mainly attributable to the positive EBITDA
performance and benefits from regulatory agreements.

Data revenue represents 44% of total revenue. The investments in network (approx. USD 61
million CAPEX reflecting 11% of revenue for Q1 2019) are paying off.

As mentioned in our previous call, Zain KSA’s profitability was positively impacted by the
reduction in CITC royalty fees from 15% to 10% and from the release of certain provisions (net
impact of ~USD 28 million) from the settlement signed with various ministries of the Kingdom
(MOF, MCIT and CITC).

This growth is a real translation of the performance and hard work of both Zain KSA and Group
team efforts in leveraging the operator’s network investment in advanced technologies and
upgrades, prudent cost optimization and operational efficiencies, ongoing focus on the
growth of data services, higher value customers and B2B acquisitions, combined with
dedicated customer care efforts.

Moving to slide 15, which is Zain Iraqg

A great start for the year for our operation in Iraq, highlighted by the impressive growth of
77% in net income and we believe this profitable growth will continue in the coming quarters.

The operator’s Customer base increased 10% and reached 16 million subscribers,
representing 32% (the highest) of the Group’s total customer base. The restoration of sites in
the North and West of the country, combined with numerous customer acquisition initiatives,
especially in core regions, resulted in an impressive addition of 1.5 million customers.

For the first quarter, due to the intense competition, revenue was down by 5%, reaching USD
262 million. While EBITDA increased by 13%, mainly due to cost optimization initiatives and
IFRS 16 benefit of ~USD 9 million. The application of IFRS 16 had no material impact on net
income.

There has been significant growth in data revenue in Iraq, as well as profitable progress in the
enterprise (B2B) segment as there is a focus on this area by the team there to exploit the B2B
market from both Government and Businesses there.

We are working closely with the team there, in ensuring that the operation fulfills its
enormous potential. Given the improving socio-economic climate across the country, we are
very confident of Zain Iraq’s future prosperity.



Sudan which is on slide 16:

The operator is performing exceptionally well in local currency terms, but the significant 48%
currency devaluation in Sudan affected both the Group’s and the operation’s financial results
in USD terms.

For the first quarter of 2019, in local currency (SDG) terms, the operator’s revenue grew by
50% YoY (down 23% in USD terms). EBITDA increased by 54% (down 21% in USD terms) and
net income increased by 67% (down 22% in USD terms). The adoption of IFRS 16 had no
material impact on the Operation.

Data revenue accounted for 18% of total revenue and grew 63% in SDG terms.
The operation serves around 15.1 million customers which grew by 9% YoY. The operator’s
customer base is the second largest within the Group, which represents 31% of the Group’s

total customer base.

Going to slide 17 which is Zain Jordan:

Zain Jordan continues to maintain its market leadership, now serving 3.7 million customers.

Revenue for the quarter was slightly down by 2% reaching USD 117 million, mainly due to
lower interconnection revenue (effective 1%t Jan 2019, rate changed from 11.6 to 8.4 fils; 27%
decrease). EBITDA increased by 18% and net income remained stable. The increase in EBITDA
was mainly due to the improved gross margins and decrease in Opex (lower utilities cost), as
well as the benefit on adoption of IFRS 16 amounting to ~USD 3.5 million. However, IFRS 16
had no material impact on the bottom line.

EBITDA margin for the year remained healthy at 48% with data revenue growth representing
40% of total revenue.

Zain Jordan is directing its effort to be superior in introducing new technologies and new
devices to the market and bundling different new products and services based on customers’

needs to penetrate new niche segments available in the market.

The team is also introducing new enterprise solutions to penetrate the new opportunities of
the corporate segment. (Fiber and Hosting services)

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 the # key.

Your first question comes from the line of Dalal Darwish — Argaam Capital

Dalal Darwish — Argaam Capital:
Hi Thanks for the presentation, | have couple of questions from my side, my first question is
can you tell us how much you got in Management fees from Zain KSA in Q1, 2019?

Ossama Matta:

The management fees got eliminated because we consolidated Zain KSA and it was
disclosed that the benefit that we got from the dispute, netted off the management fees
around USS$28 million.

Dalal Darwish — Argaam Capital:
My second questions is about Irag, | noticed in the presentation you did not disclose about
Korek market share and if you have any further update re the 4" mobile licence?

Ossama Matta:
Korek has stopped reporting their customer numbers for couple of quarters now, that’s the
reason you don’t see in our presentation anymore.

Scott Gegenheimer:
Regarding the 4™ license, there are discussions with the government about delaying the 4t
license in Iraqg, we don’t expect the license being issued this year, probably next year.

Dalal Darwish — Argaam Capital:
Thank you, one quick question re the litigation with the Maroc telecom and INWI? |
understand you have 15% ownership in INWI.

Scott Gegenheimer:
We don’t disclose things on litigation side as its before the courts now.



Dalal Darwish — Arqaam Capital:
Thank you

Dilya - Citi Bank

Re your comment of Iraq 4™ licence that you expect to be issued next year, do u think it will
be based on terms that are more attractive than they were in the past, or even if a 4"
operator is interested or even willing to come into the market, or will it based on the timing.
The 2" question, re key opportunities in Kuwait, there have been a few things happening
there, what do you see opportunities from operators in terms of connectivity and
potentially rising demand for the connectivity. Are you planning to invest into data centres
or you already have them, if you could please advise what opportunities Zain can extract in
Kuwait specifically?

Scott Gegenheimer:

Regarding Irag, the three mobile operators in Iraq are lobbying to stop or delay the 4t
licence...as you know, all we have are 2G and 3G licences, so we are lobbying heavily for the
regulators to give us 4G spectrum...and allow us to provide 4G and that should be prior and
the catalyst before any issuance of a 4™ licence. We have been lobbying and although
nothing official yet, we expect the 4™ operator licence will be delayed till next year by which
time we hope to have 4G licences. We haven’t heard any changes for a while now and we
are hopeful of attaining a 4G licence sooner than later.

Re your question on Kuwait, there are many opportunities in Kuwait, especially in the
Enterprise space that covers different areas, like Data centres and other areas that we want
to grow to more than just connectivity. The overall underlying business in Kuwait is not
substantially growing due to competition and high penetration rates and thus we expect
most of the growth will come from areas outside our core business like Enterprise noting
there is no fibre to the home now, as its provided by the government. We are selling heavily
Enterprise solutions and fixed wireless solutions like Beam, a fixed wireless LTE with
dedicated speeds. We've been selling this and its going quite well, that we launched late last
year in Q4, 2018.

We are also looking at smart cities with the MEW project that we will expand on that and
look at other smart city opportunities. We also launched Zain Drone and we are doing many
proof of concepts with government bodies and we except to hopefully see this convert into
contracts and revenues this year. Zain Drone is also currently contracted by Zain Kuwait to
do its tower inspections and this is proving very successful and cost effective for Zain Kuwait
than the traditional methods. We do expect to move up the value chain other than just
pure connectivity, and we are looking at many different solutions.

Also, we are focused on the Fintech space, however we have regulatory hurdles in certain
countries that isn’t really favorable to operators as for example we can’t offer mobile
money solutions in Kuwait. However, regulators are seeming to be more understanding and



flexible and we expect to have regulatory approvals for mobile money and other areas that
we wish to launch in other markets and we expect this mobile money to offer services like
credit scoring and micro loans.

We already launched micro-insurance in Iraq and expect lots of growth in these areas
especially in Kuwait and Saudi Arabia.

We want to move up in the value chain and do much more in the Fintech space, an area we
are exploring more and more.

Ziad Itani, Argaam Capital

Hi, thank you for the presentation, | just wanted to check if you pay any management fees
to Omantel?

Ossama Matta:

No, we don’t, there’s no management agreement between Omantel and Zain.

Ziad Itani, Argaam Capital
So there is no room in the future for this to happen, in the foreseeable future at least?

Scott Gegenheimer:
It’s a shareholder issue and we don’t believe that this will happen.

Ziad Itani, Argaam Capital
Ok thanks, can we get any guidance about the synergies with Omantel, what type of
synergies?

Scott Gegenheimer:

Regarding the synergies, truthfully most of the synergies are going towards Omantel as
opposed to synergies coming in to the Group. We've been helping them on capital
expenditure, there’s lots of transfer of knowledge between the opcos, and group and
basically its falling towards Omantel. At the Group level we are having discussions, where
their data center is quite advanced and submarine cables that are coming in to Oman, so we
are trying to figure out how to extract more synergies when it comes to the international
connectivity and their cables, probably on our next call well give you more color on that.
Wholesale is one of them and procurement as well that we are exploring more and more.

Ziad Itani, Arqaam Capital

Great, one question on the capex, you mentioned the capex will pick up in the coming
guarters, can we get any guidance on the capex intensity that you expect for the year and
potential split on 5G vs 4G? I'm assuming you will spend mostly on the 5G in the Kuwait
market and Saudi.
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Scott Gegenheimer:

The total capex will come around 15%, Q1 was quite light, part of it was we just put out new
tenders for 5G equipment the same time we included our 4G growth that we needed in our
markets, that why there is a little bit slow down in Q1 because we are getting better pricing
and waiting the results to come back in RFQ. As far as 5G, two markets are Kuwait and KSA,
where KSA is committed by 30% coverage of 5G by 2020 and this will move up to 50% in 5
years. In the Kuwait market we are rolling out 5G as well, we didn’t give out any specific
deadlines, but we mentioned that we will roll out by 2019, noting we have a few 5G sites
now, we still waiting for regulatory approvals on some of the frequencies. In KSA we already
have attained several new spectrum as mentioned earlier in the call.

Ziad Itani, Argaam Capital
Thank you very much

Dalal Darwish — Argaam Capital:
One last question on the IFRS 16, how this contributed to the total EBITDA of the Group?

Ossama Matta:
The IFRS 16 impact was positive on the EBITDA was $61 million and on net income was $5.8
million.

Moderator
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 Q2 2019 update, the date for which we will announce in the

forthcoming months.

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

- END -
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Disclaimer

% Mobile Telecommunications Company KSCP “Zain Group” has prepared this presentation to the
best of its abilities, however, no warranty or representation, express or implied is made as to the
adequacy, correctness, completeness or accuracy of any numbers, statements, opinions,
estimates, or other information contained in this presentation.

+ Certain portions of this document contain “forward-looking statements”, which are based on
cukr_ent gxpectatlons and reasonable assumptions, we can however give no assurance they will be
achieved.

% The information contained in this ﬁresentation IS subject to change and we disclaim any obligation
tc% tupdat? you of any such changes, particularly those pertaining to the forward-looking
statements.

s Furthermore, it should be noted that there are a myriad potential risks, uncertainties and
unforeseen factors that could cause the actual results to differ materially from'the forward-looking
statements made herein.

o Acc_ordingly, this_presentation does not constitute an offering of securities or otherwise constitute
an invitation or inducement to any person to underwrite, subscribe for, or otherwise acquire or
dispose of, securities in any company within Zain Group.

For further information about Zain Group, or the materials contained within this presentation, please
direct your enquiries to our Investor Relations team via email at IR@zain.com or Vvisit
www.zain.com/en/investor-relations/
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The World of Zain

[ ZAIN’S WORLD CATERS TO 50 MILLION CUSTOMERS IN 8 COUNTRIES*

MOROCCO
Ownership: 15.5%

* exclusive of Morocco, in which Zain
has a 15.5% ownership in the mobile
operator “INWI”

LEBANON
Ownership:

Management Contract

Customers: 2.4 m
Prepaid: 86%

JORDAN
Ownership: 96.52%
Revenues: $117 m
Customers: 3.7 m
Prepaid: 78%
Market Share: 42%

SUDAN
Ownership: 100%
Revenues: $66 m
Customers: 15.1 m
Prepaid: 98%
Market Share: 49%

SOUTH SUDAN
Ownership: 100%
Customers: 912K
Prepaid: 99%

IRAQ

Ownership: 76%
Revenues: $262 m
Customers: 16 m
Prepaid: 97%
Market Share: 53%

KUWAIT
Ownership: 100%
Revenues: $271 m
Customers: 2.6 m
Prepaid: 62%
Market Share: 36%

BAHRAIN
Ownership: 55.4%
Revenues: $41 m

SAUDI ARABIA
Ownership: 37.05%
Revenues: $558 m

Customers: 8.2m
Prepaid: 48%
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TOTAL CAPEX
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Group Financial Highlights
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Group Financial Highlights
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3. Financial Statements



ZAIN KUWAIT

S

MARKET SHARE

1983 100% 168%
Year of launch Ownership Penetration 320
44 / 271

2 B ©

L ) )
2.6:m $26 39% &7 105
Customers ARPU EBITDA Margin . 63 I

\2/'9‘2}?1 Ooredoo
o) 0 35%
P (( ) é 1-18 1-19
= A ? ?
BRevenues BEBITDA 0ONetlIncome
4G 2,468 ::::::100%
Technology Number of sités Covérdge

= Revenue down by 15% mainly due to additional enterprise revenue
and bulk sale in Q1 2018

= Strong concentration on cost optimization initiatives

= |ncrease in EBITDA is due to improved gross margins and IFRS 16
benefits.

= Data revenues grew 9% YoY, and formed 38% of total revenues




ZAIN KSA
o= gl

2008 37% 129%
Year of acquisition Ownership Penetration
/ 450
22 6 ©
age
8.2m $20 46% 152
Customers ARPU EBITDA Margin 34
— I—
N (‘)) (21)
L~ (,A\ é Q1-18 Q1-19
BRevenues BEBITDA 0ONetIncome
4G 9,348  97%
Technology Number of sites Coverage

= All-time high quarterly revenue at $558 m, an increase of 24% YoY

= Regulatory changes to reduce annual royalty fee for commercial service from
15% to 10% of net revenues, improved Zain KSA'’s financial position

= Release of certain provisions from the settlement signed with various
ministries of the Kingdom (MOF, MCIT and CITC).

= Major focus on the enterprise B2B segment resulted in healthy growth
= Data revenues formed 44% of total revenues




ZAIN IRAQ
™

2003 76% 96%
Year of acquisition Ownership Penetration 275 262
22 O ©
P-7S
16.0 m $5 42% 9% 109
Customers ARPU EBITDA Margin
8 14

() i
AQ AN Aﬂ?&e” Q1-18 Q1-19
BRevenues BOEBITDA 0ONetlIncome
3G 4,686  99%

Technology Number of sites Coverage

= The first quarter saw intense competition which impacted the revenue
= Robust growth in enterprise (B2B) segment

= EBITDA benefited by the IFRS-16 implementation

= Customer base grew by 10%, to reach 16 million

= Strong focus on cost optimization




ZAIN SUDAN
xooogooal

2006 100% 72%

MARKET SHARE FINANCIALS (SDGm)

Year of acquisition Ownership Penetration 3,130
4

(X X 6 @ 2,088
oD
15.1 m $1 40% - 1,236
Customers ARPU EBITDA Margin 305 509

((.)) Sudani
Q E é 25% Q1-18 Q1-19
BRevenues BEBITDA 0ONetIncome
4G 2,616  90%

Technology Number of sites Coverage

= |mpressive YoY growth in local currency SDG terms
= Customer base grew by 9%, to reach 15 million

= ~48% currency devaluation affected the financial results in USD terms
(from an average of 24.9 in Q1 2018 to 47.5 SDG/USD in Q1 2019)

= Significant cost optimization savings
= Data revenues grew 63% YoY, and formed 18% of total revenues




ZAIN JORDAN

= b

MARKET SHARE

2003 96.52% 80%
Year of launch Ownership Penetration 119 117
A 4

22 6 ©

agD
3.7 m $10 48% 48
Customers ARP i .

U EBITDA Margin Urirrel 18 18
() 28% | Orange [ ] ]
Q A 30% Q1-18 Q1-19
o BRevenues BEBITDA 0ONetIncome
4G 2,896 100%
Technology Number of sites Coverage

= Slightly lower Q1 revenue, mainly due to lower interconnection revenue resulting
from the new regulated interconnection rates.

= EBITDA increased by 18%, due to higher gross margins, cost optimization and
new IFRS 16 benefits.

= Data revenues grew by 2% YoY, and formed 40% of total revenue.




ZAIN BAHRAIN

=

2003 55% 164%
Year of launch Ownership Penetration
6 ©
$17 35%

ARPU EBITDA Margin
= B <
= A
4G 597 100%
Technology Number of sites Coverage

= EBITDA jumped by 47% mainly due to the reduction in regulatory
charges and the IFRS 16 benefits

= Net Income increased by 55% YoY
= Data revenues formed 47% of total revenues

FINANCIALS (USDm)

45

5

1]

3
I—

Q1-18 Q1-19

BRevenues BOEBITDA 0ONetlIncome




TOUCH - LEBANON

Management Contract MARKET SHARE
et
L = ol

2004 MC 76%

Year of acquisition OWnerShip Penetration

PP <\

2.4m 1,345  99%

Customers Number of sites Coverage

Alfa
46%

N
4G

Technology

= Zain operates in Lebanon under a management contract since June
2004, when it was rebranded to mtc-touch, and subsequently to

“touch”
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Statement of Financial Position

Unaudited Audited Unaudited

31-Mar-19 31-Dec-18 31-Mar-18
Assets KD ‘000
Current assets
Cash and bank balances 377,122 311,916 284,010
Trade and other receivables 551,959 572,783 404,937
Contract assets 69,453 66,062 42,785
Inventories 42,249 45,957 19,921
Investment securities at FVTPL 10,754 15,519 11,685
],:-\Osrsggfeof disposal group classified as held 13,451 7,656 7,656

1,064,988 1,019,893 770,994
Non-current assets
Contract assets 20,552 16,940 12,995
Investment securities at FVOCI 7,320 7,040 6,333
Investments in associates and joint venture 71,429 69,851 189,054
Due from associates - - 421,939
Other assets 11,444 11,953 15,038
Property and equipment 1,178,864 1,198,775 688,321
Right of use of assets 184,304 - -
Intangible assets and goodwill 2,189,979 2,163,267 864,938

3,663,892

Total Assets 4,728,880

3,467,826 2,198,618

4,487,719 2,969,612

Liabilities and Equity
Current liabilities
Trade and other payables
Deferred revenue

Due to banks

Lease liabilities

Liabilities of disposal group classified as held
for sale

Non-current liabilities

EDue to banks

Lease liabilities

Other non-current liabilities

| Equity
i Attributable to the Company’s
i shareholders

Share capital

| Share premium

Legal reserve

Foreign currency translation reserve
Investment fair valuation reserve
Other reserves

Retained earnings

Non-controlling interests

 Total equity

Total Liabilities and Equity

Unaudited Audited Unaudited
31-Mar-19 31-Dec-18 31-Mar-18
KD ‘000
1,064,506 956,272 625,571
100,856 105,308 47,121
430,834 412,971 158,809
46,935 - -
4,975 - -
1,648,106 1,474,551 831,501
1,011,663 1,033,565 742,547
144,456 - -
399,330 336,325 38,668
1,555,449 1,369,890 781,215
432,706 432,706 432,706
1,707,164 1,707,164 1,707,164
216,353 216,353 216,353
(1,367,350) (1,367,018) (1,286,552)
914 864 987
(2,019) (4) (240)
183,135 287,143 132,228

1,170,903
354,422
1,525,325

4,728,880

1,277,208
366,070
1,643,278

4,487,719

1,202,646
154,250
1,356,896

2,969,612



Statement of Profit or LOSS

Revenue

Cost of sales

Operating and administrative expenses

Depreciation and amortization

Expected credit loss on financial assets (ECL)
Interest income
Investment income

Share of results of associates and joint venture

Other expense

Finance costs

Provision for impairment loss on property and equipment
Loss from currency revaluation

Net monetary gain
Profit before contribution to KFAS, NLST, ZAKAT,
income taxes and Board of Directors' remuneration

Contribution to Kuwait foundation for Advancement of Sciences
(KFAS)

National Labour Support Tax (NLST) and Zakat
Income tax expenses
Board of Directors’ remuneration

Profit for the period

Attributable to:
Shareholders of the Company
Non-controlling interests

31-Mar

2019 2018

KD'000

404,491 258,903
(119,010) (91,195)

(102,225) (79,757)

(90,248) (38,539)

(5,609) (3,697)
2,754 7,224
(190) 217

1,578 (2,364)
(2,616) (16,516)
(28,230) (9,260)
- (9,648)
(1,769) (2,624)
3,240 34,206

62,166 46,950

(459)  (174)
(1,630)  (747)
(4,214) (3,992)

(105)  (69)

55,758 41,968

47,086 40,897
8,672 1,071

55,758 41,968

Three months ended

31-Mar
2018

2019
Earnings per share
Basic and diluted - Fils 11 9



Statement of Cash Flows

Three months ended Three months
31-Mar : ended
2019 2018 | 31-Mar
KD’'000 ; 2019 2018
Cash flows from operating activities : . . e ;
Profit for the period before income tax 59,972 45,960 | Cash flows from financing activities KD'000
Adjustments for: Proceeds from bank borrowings 6,050 110,316
Depreciation and amortization 90,248 38,539 !
ECL on financial assets 5,609 3,697 Repayment of bank borrowings (15,698) (72,122)
i:f/irseti:;nnioinmcime (2’715;3 Uéi;; Repayment of lease liabilities (12,319) -
Share of results of associates and joint venture (1,578) 2,364 Dividends paid to Company’s shareholders (264) (318)
Provision for impairment loss on property and equipment - 9,648 !
Finance costs 28,230 9,260 Dividends paid to minority shareholders of subsidiaries (307) -
Loss from currency revaluation 1,769 2,624
Net monetary gain (3,240)  (34,206) Finance costs paid - due to banks (52,212) (8,846)
Loss/(gain) on sale of property and equipment 1,411 (24) ! Net cash (used in)/from financing activities
Operating profit before working capital changes 179,857 70,421 :
Increase in trade and other receivables and contract assets (1,424) (64,684) Net increase in cash and cash equivalents 64,470 53,065
Decrease in inventories 3,778 14,133
Increase in trade and other payables 4,145 30,382 Effect of foreign currency translation 708  (6,572)
Cash generated from operations 5 . . .
Paid to KFAS (771) (319) Transition adjustment on adoption of IFRS 9 - (6,497)
Income tax paid 1,788 2,066 Cash and cash equivalents at beginning of period 304,236 206,432
Net cash from operating activities 183,797 47,867§
Cash flows from investing activities | Cash and cash equivalents at end of period
Deposits maturing after three months and cash at bank under lien (28) 384
Investments in securities (203)  (1,260) |
Proceeds from sale of investments 4,396 173
Increase in due from associates - (5,348)
Acquisition of property and equipment (net) (39,105) (19,172)
Acquisition of intangible assets (net) (11,522) (275) i
Interest received 1,712 1,666 :
Dividend received 173 -

Net cash used in investing activities (44,577) (23,832)



Website : zain.com
Emall : IR@zain.com

Note: Mobile Penetration rates are sourced from GSMA Intellige
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Disclaimer

% Mobile Telecommunications Company KSCP “Zain Group” has prepared this presentation to the
best of its abilities, however, no warranty or representation, express or implied is made as to the
adequacy, correctness, completeness or accuracy of any numbers, statements, opinions,
estimates, or other information contained in this presentation.

+ Certain portions of this document contain “forward-looking statements”, which are based on
cukr_ent gxpectatlons and reasonable assumptions, we can however give no assurance they will be
achieved.

% The information contained in this ﬁresentation IS subject to change and we disclaim any obligation
tc% tupdat? you of any such changes, particularly those pertaining to the forward-looking
statements.

s Furthermore, it should be noted that there are a myriad potential risks, uncertainties and
unforeseen factors that could cause the actual results to differ materially from'the forward-looking
statements made herein.

o Acc_ordingly, this_presentation does not constitute an offering of securities or otherwise constitute
an invitation or inducement to any person to underwrite, subscribe for, or otherwise acquire or
dispose of, securities in any company within Zain Group.

For further information about Zain Group, or the materials contained within this presentation, please
direct your enquiries to our Investor Relations team via email at IR@zain.com or Vvisit
www.zain.com/en/investor-relations/



mailto:IR@zain.com
http://www.zain.com/en/investor-relations/

2. Operations review
3. Financial Statements
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The World of Zain

[ ZAIN’S WORLD CATERS TO 50 MILLION CUSTOMERS IN 8 COUNTRIES*

MOROCCO
Ownership: 15.5%

* exclusive of Morocco, in which Zain
has a 15.5% ownership in the mobile
operator “INWI”

LEBANON
Ownership:

Management Contract

Customers: 2.4 m
Prepaid: 86%

JORDAN
Ownership: 96.52%
Revenues: $117 m
Customers: 3.7 m
Prepaid: 78%
Market Share: 42%

SUDAN
Ownership: 100%
Revenues: $66 m
Customers: 15.1 m
Prepaid: 98%
Market Share: 49%

SOUTH SUDAN
Ownership: 100%
Customers: 912K
Prepaid: 99%

IRAQ

Ownership: 76%
Revenues: $262 m
Customers: 16 m
Prepaid: 97%
Market Share: 53%

KUWAIT
Ownership: 100%
Revenues: $271 m
Customers: 2.6 m
Prepaid: 62%
Market Share: 36%

BAHRAIN
Ownership: 55.4%
Revenues: $41 m

SAUDI ARABIA
Ownership: 37.05%
Revenues: $558 m

Customers: 8.2m
Prepaid: 48%



Group Financial Highlights — Q1 2019

CUSTOMERS (000) REVENUES (USDm)
6% —) [ *#54% /)
46,898 S d9sa7 T I — 1334
i 864 E
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CAPEX & CAPEX/REVENUES

3% ——  +29% —

oo Y

618 E E

445 i E

: o

13% 14% i 15% :

— —a— : _ E

2017 2018 :\\ 010" /',
E=1Capex -&-Capex /Revenues

* 2017 Capex is excluding Zain KSA

* 2018 Capex includes Zain KSA Capex from Q3 2018 onwards
* Capex includes only tangible assets



TOTAL CAPEX
(USDm) | REVENUES

Republic Kuwait 6.2 2%
of Sudan 5

5%
Jord Iraq 14.3 5%

ordan |

4%
Sudan 3.9 6%

*Total CAPEX

$91m KSA 61.3 11%
Jordan 3.4 3%

Bahrain 0.3 1%

S. Sudan 0.3 3%

* Group Total Capex = USD 91 million

* Capex includes only tangible assets




Group Financial Highlights
TOTAL DEBT (USDM)

_____________

5,927 | 5561 | 4,833 . 4534 |
| 4145 | |
3,754 | | | |
| 2.4 | 2.1 5
| ! [ : ' !
| | T |

Q12018 . Q12019 Q12018 . 012019 ./

——— e ——

_____________

mLong Term  mShort Term 5 E=INet Debt  -8-Net Debt/EBITDA

Net Debt = Total interest bearing debt (including letters of guarantee)

Q1 2018 Total Debt includes Zain KSA for comparative purposes after deducting cash and cash equivalents




Group Financial Highlights
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3. Financial Statements



ZAIN KUWAIT

S

MARKET SHARE

1983 100% 168%
Year of launch Ownership Penetration 320
44 / 271

2 B ©

L ) )
2.6:m $26 39% &7 105
Customers ARPU EBITDA Margin . 63 I

\2/'9‘2}?1 Ooredoo
o) 0 35%
P (( ) é 1-18 1-19
= A ? ?
BRevenues BEBITDA 0ONetlIncome
4G 2,468 ::::::100%
Technology Number of sités Covérdge

= Revenue down by 15% mainly due to additional enterprise revenue
and bulk sale in Q1 2018

= Strong concentration on cost optimization initiatives

= |ncrease in EBITDA is due to improved gross margins and IFRS 16
benefits.

= Data revenues grew 9% YoY, and formed 38% of total revenues




ZAIN KSA
o= gl

2008 37% 129%
Year of acquisition Ownership Penetration
/ 450
22 6 ©
age
8.2m $20 46% 152
Customers ARPU EBITDA Margin 34
— I—
N (‘)) (21)
L~ (,A\ é Q1-18 Q1-19
BRevenues BEBITDA 0ONetIncome
4G 9,348  97%
Technology Number of sites Coverage

= All-time high quarterly revenue at $558 m, an increase of 24% YoY

= Regulatory changes to reduce annual royalty fee for commercial service from
15% to 10% of net revenues, improved Zain KSA'’s financial position

= Release of certain provisions from the settlement signed with various
ministries of the Kingdom (MOF, MCIT and CITC).

= Major focus on the enterprise B2B segment resulted in healthy growth
= Data revenues formed 44% of total revenues




ZAIN IRAQ
™

2003 76% 96%
Year of acquisition Ownership Penetration 275 262
22 O ©
P-7S
16.0 m $5 42% 9% 109
Customers ARPU EBITDA Margin
8 14

() i
AQ AN Aﬂ?&e” Q1-18 Q1-19
BRevenues BOEBITDA 0ONetlIncome
3G 4,686  99%

Technology Number of sites Coverage

= The first quarter saw intense competition which impacted the revenue
= Robust growth in enterprise (B2B) segment

= EBITDA benefited by the IFRS-16 implementation

= Customer base grew by 10%, to reach 16 million

= Strong focus on cost optimization




ZAIN SUDAN
xooogooal

2006 100% 72%

MARKET SHARE FINANCIALS (SDGm)

Year of acquisition Ownership Penetration 3,130
4

(X X 6 @ 2,088
oD
15.1 m $1 40% - 1,236
Customers ARPU EBITDA Margin 305 509

((.)) Sudani
Q E é 25% Q1-18 Q1-19
BRevenues BEBITDA 0ONetIncome
4G 2,616  90%

Technology Number of sites Coverage

= |mpressive YoY growth in local currency SDG terms
= Customer base grew by 9%, to reach 15 million

= ~48% currency devaluation affected the financial results in USD terms
(from an average of 24.9 in Q1 2018 to 47.5 SDG/USD in Q1 2019)

= Significant cost optimization savings
= Data revenues grew 63% YoY, and formed 18% of total revenues




ZAIN JORDAN

= b

MARKET SHARE

2003 96.52% 80%
Year of launch Ownership Penetration 119 117
A 4

22 6 ©

agD
3.7 m $10 48% 48
Customers ARP i .

U EBITDA Margin Urirrel 18 18
() 28% | Orange [ ] ]
Q A 30% Q1-18 Q1-19
o BRevenues BEBITDA 0ONetIncome
4G 2,896 100%
Technology Number of sites Coverage

= Slightly lower Q1 revenue, mainly due to lower interconnection revenue resulting
from the new regulated interconnection rates.

= EBITDA increased by 18%, due to higher gross margins, cost optimization and
new IFRS 16 benefits.

= Data revenues grew by 2% YoY, and formed 40% of total revenue.




ZAIN BAHRAIN

=

2003 55% 164%
Year of launch Ownership Penetration
6 ©
$17 35%

ARPU EBITDA Margin
= B <
= A
4G 597 100%
Technology Number of sites Coverage

= EBITDA jumped by 47% mainly due to the reduction in regulatory
charges and the IFRS 16 benefits

= Net Income increased by 55% YoY
= Data revenues formed 47% of total revenues

FINANCIALS (USDm)

45

5

1]

3
I—

Q1-18 Q1-19

BRevenues BOEBITDA 0ONetlIncome




TOUCH - LEBANON

Management Contract MARKET SHARE
et
L = ol

2004 MC 76%

Year of acquisition OWnerShip Penetration

PP <\

2.4m 1,345  99%

Customers Number of sites Coverage

Alfa
46%

N
4G

Technology

= Zain operates in Lebanon under a management contract since June
2004, when it was rebranded to mtc-touch, and subsequently to

“touch”
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Statement of Financial Position

Unaudited Audited Unaudited

31-Mar-19 31-Dec-18 31-Mar-18
Assets KD ‘000
Current assets
Cash and bank balances 377,122 311,916 284,010
Trade and other receivables 551,959 572,783 404,937
Contract assets 69,453 66,062 42,785
Inventories 42,249 45,957 19,921
Investment securities at FVTPL 10,754 15,519 11,685
],:-\Osrsggfeof disposal group classified as held 13,451 7,656 7,656

1,064,988 1,019,893 770,994
Non-current assets
Contract assets 20,552 16,940 12,995
Investment securities at FVOCI 7,320 7,040 6,333
Investments in associates and joint venture 71,429 69,851 189,054
Due from associates - - 421,939
Other assets 11,444 11,953 15,038
Property and equipment 1,178,864 1,198,775 688,321
Right of use of assets 184,304 - -
Intangible assets and goodwill 2,189,979 2,163,267 864,938

3,663,892

Total Assets 4,728,880

3,467,826 2,198,618

4,487,719 2,969,612

Liabilities and Equity
Current liabilities
Trade and other payables
Deferred revenue

Due to banks

Lease liabilities

Liabilities of disposal group classified as held
for sale

Non-current liabilities

EDue to banks

Lease liabilities

Other non-current liabilities

| Equity
i Attributable to the Company’s
i shareholders

Share capital

| Share premium

Legal reserve

Foreign currency translation reserve
Investment fair valuation reserve
Other reserves

Retained earnings

Non-controlling interests

 Total equity

Total Liabilities and Equity

Unaudited Audited Unaudited
31-Mar-19 31-Dec-18 31-Mar-18
KD ‘000
1,064,506 956,272 625,571
100,856 105,308 47,121
430,834 412,971 158,809
46,935 - -
4,975 - -
1,648,106 1,474,551 831,501
1,011,663 1,033,565 742,547
144,456 - -
399,330 336,325 38,668
1,555,449 1,369,890 781,215
432,706 432,706 432,706
1,707,164 1,707,164 1,707,164
216,353 216,353 216,353
(1,367,350) (1,367,018) (1,286,552)
914 864 987
(2,019) (4) (240)
183,135 287,143 132,228

1,170,903
354,422
1,525,325

4,728,880

1,277,208
366,070
1,643,278

4,487,719

1,202,646
154,250
1,356,896

2,969,612



Statement of Profit or LOSS

Revenue

Cost of sales

Operating and administrative expenses

Depreciation and amortization

Expected credit loss on financial assets (ECL)
Interest income
Investment income

Share of results of associates and joint venture

Other expense

Finance costs

Provision for impairment loss on property and equipment
Loss from currency revaluation

Net monetary gain
Profit before contribution to KFAS, NLST, ZAKAT,
income taxes and Board of Directors' remuneration

Contribution to Kuwait foundation for Advancement of Sciences
(KFAS)

National Labour Support Tax (NLST) and Zakat
Income tax expenses
Board of Directors’ remuneration

Profit for the period

Attributable to:
Shareholders of the Company
Non-controlling interests

31-Mar

2019 2018

KD'000

404,491 258,903
(119,010) (91,195)

(102,225) (79,757)

(90,248) (38,539)

(5,609) (3,697)
2,754 7,224
(190) 217

1,578 (2,364)
(2,616) (16,516)
(28,230) (9,260)
- (9,648)
(1,769) (2,624)
3,240 34,206

62,166 46,950

(459)  (174)
(1,630)  (747)
(4,214) (3,992)

(105)  (69)

55,758 41,968

47,086 40,897
8,672 1,071

55,758 41,968

Three months ended

31-Mar
2018

2019
Earnings per share
Basic and diluted - Fils 11 9



Statement of Cash Flows

Three months ended Three months
31-Mar : ended
2019 2018 | 31-Mar
KD’'000 ; 2019 2018
Cash flows from operating activities : . . e ;
Profit for the period before income tax 59,972 45,960 | Cash flows from financing activities KD'000
Adjustments for: Proceeds from bank borrowings 6,050 110,316
Depreciation and amortization 90,248 38,539 !
ECL on financial assets 5,609 3,697 Repayment of bank borrowings (15,698) (72,122)
i:f/irseti:;nnioinmcime (2’715;3 Uéi;; Repayment of lease liabilities (12,319) -
Share of results of associates and joint venture (1,578) 2,364 Dividends paid to Company’s shareholders (264) (318)
Provision for impairment loss on property and equipment - 9,648 !
Finance costs 28,230 9,260 Dividends paid to minority shareholders of subsidiaries (307) -
Loss from currency revaluation 1,769 2,624
Net monetary gain (3,240)  (34,206) Finance costs paid - due to banks (52,212) (8,846)
Loss/(gain) on sale of property and equipment 1,411 (24) ! Net cash (used in)/from financing activities
Operating profit before working capital changes 179,857 70,421 :
Increase in trade and other receivables and contract assets (1,424) (64,684) Net increase in cash and cash equivalents 64,470 53,065
Decrease in inventories 3,778 14,133
Increase in trade and other payables 4,145 30,382 Effect of foreign currency translation 708  (6,572)
Cash generated from operations 5 . . .
Paid to KFAS (771) (319) Transition adjustment on adoption of IFRS 9 - (6,497)
Income tax paid 1,788 2,066 Cash and cash equivalents at beginning of period 304,236 206,432
Net cash from operating activities 183,797 47,867§
Cash flows from investing activities | Cash and cash equivalents at end of period
Deposits maturing after three months and cash at bank under lien (28) 384
Investments in securities (203)  (1,260) |
Proceeds from sale of investments 4,396 173
Increase in due from associates - (5,348)
Acquisition of property and equipment (net) (39,105) (19,172)
Acquisition of intangible assets (net) (11,522) (275) i
Interest received 1,712 1,666 :
Dividend received 173 -

Net cash used in investing activities (44,577) (23,832)
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