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Sunil Rajgopal:

Greetings ladies and gentlemen, this is Sunil from HSBC. | would like to welcome you all to the
Zain Group's Q2 2021 Results Conference Call. It is my pleasure to host Zain Group senior
management today on the call. By now you should have received the company's presentation
and earnings release for the 2" quarter and detailed financials which have all been uploaded
on the Group's website.

Now without further delay, | will hand the call to Mohammad Abdal, Zain Group's Chief
Communications Officer. Thank you.

Mohammad Abdal:

Thank you and welcome to Zain's 2" Quarter 2021 Earnings Conference Call. Joining us today
will be Mohamed Shereef, The Head of Finance Division and lyadh Borgi, our Operations &
Business Performance Director. We'll start with opening comments from Mohamed Shereef
and after the remarks, we will be happy to answer your questions. This time we will be taking
guestions exclusively through Slido.

Questions can be submitted by going to slido.com, using the code #ASKZAINQ2. Analysts can
ask questions directly into Slido and all participants can then vote on the questions they find
the most relevant. Feel free also to drop your question in the chat box and we will make sure
to cover it. If for some reason you don't have access to Slido, you can email investor relations
at IR@zain.com and we'll add in your question.

Before we begin, let me quickly cover the Safe Harbor. 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 #2.

With that, | will now turn it over to Mohamed Shereef.

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

Yesterday, we reported robust results for the 2" quarter of 2021, as we continue to execute
our 4Sight strategy, digital transformation and expansion of our 4G, 5G and FTTH networks,
making the company’s future, ready for the next phase of growth.
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2021 witnessed excellent growth in Digital revenue across our markets, with data revenue
reaching over USD 1 billion, which represents 42% of consolidated revenue. Moreover, our
focus on lucrative Business Solutions witnessed a 16% YoY B2B revenue growth.
We have continued our focus on digital strategy of monetizing the infrastructure and the
Group API platform through compelling initiatives and packages for:

e Government, Businesses, 1oT and smart city sectors that attracted key clients across

our footprint and;
e Gaming, Entertainment, Fintech and E-health services.

In early June we held a successful EGM which witnessed the approval of the Board of
Directors' recommendation to distribute interim dividends, quarterly or semi-annually.

For the first time in the Group’s history, the Board recommended to pay an interim cash
dividend of 10 fils per share (as part of the 33 fils) as a result of our strong balance sheet and
solid operational performance.

Operationally, Zain Opcos did an excellent performance during the second quarter, increasing
their bottom line. Even more impressive is that both Irag and Sudan, despite severe
devaluation of their respective currencies, had exceptional performances when compared to
the same period in 2020.

Now, | would like to start by briefly touching upon the operational highlights for the quarter:

e We ended the quarter serving 48.3 million customers, which increased 1% despite the end
of management contract with Touch Lebanon back in October 2020 (~2m customers).

e Several Price uplifts on track, to mitigate the FX impact:
o Inresponse to a 19% currency devaluation in Dec’20, Zain Iraq launched a massive
commercial uplift program.
o Zain Sudan already uplifted tariffs, including international (voice up by 150% and
data by 100% on April 1%) following the currency devaluation in Feb 2021.

e TowerCo Update:

o Mobily announced that the IHS offer is no longer part of their strategy going
forward and hence, they exited the consortium. However, we are still working with
the rest of the consortium members and awaiting a new offer. Regardless of
Mobily’s decision that is respected, we strongly believe that the tower deal will be
value accretive to Zain.

o As mentioned earlier in the previous calls, we believe in the TowerCo business
Model, and its application across our markets. Today we are happy to announce



that Zain Jordan’s TowerCo transaction is close to finalization (expected during the
2" Half of the year), while a similar transaction with Zain Iraq is progressing.

e Zain Group signed an MOU with major GCC telcos for open RAN collaboration... This will
benefit us in many ways:
o Considerable savings of ~30% on RAN CAPEX is expected over the next 5 years.
o Network sharing to reduce opex.

e On the Fintech side:

o Zain Cash Jordan signed an agreement with Western Union for international
remittances.

o Zain Kuwait and BOUBYAN BANK engaged with Central Bank of Kuwait to seek
approval to jointly offer digital banking services. The license is expected in Q3’21

o Zain Sudan is planning to launch Financial Services this year and is in active
discussions with VISA, to become a card issuer directly or via a licensed partner
bank.

o Zain Saudi Arabia’s micro-finance arm Tamam continues to grow with over
114,000 registered users that has seen the loan book grow substantially over the
last 12 months. After the license issuance of Tamam KSA, The Central Bank of
Bahrain endorsed our request to acquire a license to deliver a full value
proposition in Bahrain.

e Zain esports growth trajectory continues during Q2 2021 holding 11 tournaments with
over 5000 participants and attracting 6 million social media impressions; also noting Zain
partnered with UNICEF to launch Child Online Safety Booklet promoting safe esports and
gaming to Schools & Universities.

e [t is worth mentioning the continual success and growth of the Group API platform that
currently offers 26 entertainment and gaming live services and having over 5Smillion
transactions per month.

e Sustainability: Zain named winner in three categories at the annual Global Good
Governance Awards 2021 held in London: Best of the Best in Diversity Award 2021;
Leadership in Sustainability Award 2021; and Championship Award in Women
Empowerment 2021.

e |t was also pleasing for Zain Group to be recognized with the prestigious World Finance
‘Best Corporate Governance Award 2021’ for Kuwait.



Moving into the 2" quarter financial highlights starting from page (13).

Despite the COVID impact and major currency devaluation in two of our key markets, we
reported stable Revenue of USD 1.2 billion, while EBITDA for the quarter dropped 5%
compared to Q220, to reach USD 506 million, still reflecting a healthy EBITDA margin of 41%.
The drop in EBITDA mainly on account of conclusion of CITC settlement agreement back in
Dec 2020 ($47m waiver in Q2 ‘20)

Net income for the quarter increased 17% to reach USD 138 million, reflecting EPS of 10 Fils
(USD 0.03).

For Q2 2021, foreign currency translation impact, mainly due to the currency devaluation in
Sudan from 55 to 444 (SDG / USD), and a 19% currency devaluation in Iraq from an average
of 1,190 to 1,470 (IQD / USD), cost the Group USD 215 million in revenue and USD 175 million
in EBITDA.

Excluding the above FX translation impact, Revenue growth would have been +18% and
EBITDA growth would have been +28%

CAPEX on page (16)... The Group continued to invest at healthy levels across operations. We
closed the quarter with a total of USD 491 million, spent on 5G rollouts, coupled with FTTH
and 4G expansion and spectrum license fees in key markets (tangible capex represents 5.4%
to total group revenue). As you see in the slide, the majority of intangible Capex is coming
from the grant of 4G license in Iraq and the renewal of the 900 MHz license in Jordan.

Our Debt Profile on the next page (17) The Group continues to maintain healthy cash flows,
with total debt reducing by 8% (in KD terms) compared to Q220 and net debt / EBITDA
currently stands at 2.5x. The drop in debt levels was also instrumental in reducing finance
costs by over 30% compared to H1’20.

Moving to the Opcos... Let’'s move to slide (22) - Zain Kuwait.

Zain Kuwait remains the most profitable company within the Group and maintains its market
lead in terms of both value share and customer base, serving 2.4 million customers. Its market
leadership in all key financial indicators is highlighted by its revenue representing 40% of the
total market revenue and 73% of the industry’s net income during Q1-21. We expect to
maintain similar levels for H1 '21.

For Q2 2021, Kuwait’s excellent performance was underpinned by its revenue increase by 9%
to reach USD 253 million, mainly due to the growth in 5G segment and increase airtime
revenue.

EBITDA for quarter increased 17%, due to cost optimization initiatives, as well as healthy
acquisitions which translated into better collections and lower bad debts.



Net income for the quarter also grew by a remarkable 21% YoY.

During the quarter, the operator witnessed impressive growth in both 5G mobile and
broadband customers and resulting revenue, capturing the largest 5G market share in the
country. The operation invested USD 35 million (7% of its revenue) in CAPEX during H1-2021

Saudi Arabia which is on slide (23).
For Q2’21, revenue slightly increased to reach USD 507 million, highlighted by the outstanding
performance of 5G, B2B, Yaqoot and Tamam, our digital and Fintech arms.

EBITDA for the quarter decreased by 15% YoY with a strong EBITDA margin of 40% on account
of conclusion of CITC settlement agreement back in Dec 2020 (normalized without the CITC
waiver, the EBITDA is almost aligned with last year). Net income reached USD 11 million
during the quarter, down 29%.

Zain KSA invested USD 28 million (3% of revenue) on CAPEX during H1-2021 thereby
integrating more than 4,500 5G sites till date.

Zain KSA’s concerted efforts in network quality saw it ranked first in the Kingdom’s Meqyas
report issued by the Communications and Information Technology Commission (CITC):

1. Delivering the best 5G services during the first quarter of 2021.
2. Recording top connectivity performance in 4 of the most popular video games

3. Having the Kingdom’s fastest average response time achieved by its 5G mobile
network.

Moving to slide (24), which is Zain Iraq.

As mentioned in our previous calls, on 19 Dec 2020, Iraqi dinar devalued against the USD by
19% from 1QD 1,190 to 1,470 vs USD.

Customer base increased by 7% and reached 16.1m customers in such a challenging
environment, driven by the launch of 4G services.

Overall revenue continued to be impacted on account of extended lockdowns across the
country, as well as decreased economic activity, resulting in 10% YoY decrease. EBITDA for
the quarter decreased by 16% however Net income for the quarter jumped 93%, mainly due
to one-time provision reversal which is no longer required.

The operator invested USD 188 million in Capex during H1-2021, out of which USD 146 million
relates to 4G license, which was commercially launched in late January 2021.



Zain Jordan, on slide (25) which is.

Zain Jordan remains the market leader, serving 3.5 million customers. Revenue for the quarter
grew by 5% YoY, mainly due to increase in broadband and FTTH revenue on account of
increased work from home requirements. EBITDA grew by 18% on account of the top line
performance and improved collections, maintaining a remarkable margin of 51%. Notably,
net income for the quarter increased by 24%.

CAPEX in Jordan amounted to USD 195 million in H1 2021. CAPEX was mainly spent on the
renewal of the 900 MHz technology neutral license.

Zain Cash continues to maintain its position in the market as the largest mobile financial
services provider in Jordan with +350K mobile wallet accounts. It has been rapidly expanding
its portfolio to cover more services and verticals and managed to lead the processing of
disbursements for the government's financial aid programs with a value exceeding JOD 100
million.

Zain Cash recently obtained initial approval from The Central Bank of Jordan to issue Credit
Cards which will further enhance the products and services portfolio.

Zain Sudan which is on slide (26):

As mentioned earlier, On 21 February 2021, the Central Bank of Sudan revised its exchange
rate policy from “fixed rate” to “flexible managed floating rate”. Accordingly, the SDG
devalued from 55 SDG to 375 SDG per US Dollar in February 2021. Exchange rate currently
stands at 444 SDG per US Dollar.

With a leading customer market share of 49%, Zain Sudan was able to further improve its
market position by reporting customer growth of 8% YoY, to reach 17 million, representing
35%, the largest contributor of Zain Group’s total customer base.

Revenue for the quarter dropped by 23% mainly due to the devaluation impact. EBITDA
decreased by 13% to USD 34 million, while net income jumped by 109% to reach USD 23

million.

The expansion of 4G combined with data marketing initiatives, saw data revenue grow by 4%,
representing 28% of total revenue during H1-2021.

Zain Sudan invested USD 22 million in CAPEX or 14% of its revenue during H1-2021.



Finally, Zain Bahrain which is on page (27):

For Q2, 2021, Zain Bahrain generated revenue of USD 43 million, up 8% Y-o-Y. EBITDA for
the period increased by 10% to USD 14 million, reflecting an EBITDA margin of 33%. Net
income increased 61% amounting to USD 3.3 million.

Data revenue with a growth of 5% represents 45% of total revenue.

Zain Bahrain is focused on the continued expansion of 4G and 5G infrastructure and became
the first provider to enhance services in newly developed housing areas of the country,
providing customers with much-needed connectivity to support remote working/
education.

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

Mohammad Abdal:

All right. Thanks, Mohamed. With that, we will now move to the Q&A session... and again, if
you've got any questions, please go to slido.com, #ASKZAINQ2. We will be reading the
guestions in the order they come... Sunil, please check the questions for us.

Sunil:

Your first question: Can you talk thru the EBITDA margin development in Kuwait, the H1
2021 results saw strong improvements YoY — how should we be thinking of the H2 20217

Mohamed Shereef:

e Zain Kuwait improved the EBITDA margin in the first 6 months period from 35% to 38%
y-0-y mainly from a lower provision of doubtful debts.

e This achievement is due to a great effort on improving the collection and healthier
customer acquisitions to reduce the high-risk customers.

e Also, the cost optimization initiatives implemented after the start of the pandemic in Q2
2020 continue to generate cost savings.

e So, it is safe to say that we see the same momentum of H1 to continue and to deliver
same or better levels in H2.

Sunil:
How should we be thinking about the future growth prospects in domestic market? and
other markets like Iraq?

Mohamed Shereef:

We expect Kuwait market to recover more in H2 with reopening of the border starting
August 1st which should improve economic activity in the country and thus boost roaming
revenue and will stimulate the prepaid segment. In Q4 ‘21 the launch of the iPhone will
boost the postpaid segment as we all know that Kuwait market is iPhone dominant, and
with the more relaxed restrictions in the government, we are optimistic that Enterprise and
Fixed solutions will also recover.

As for the Iraqg market, the macro-economic situation, the currency devaluation, and the
continuous restrictions due to COVID 19 are headwinds for the recovery and the market
remains challenging.



However, the team on the ground are implementing many initiatives to uplift the market,
continuing the 4G deployment and controlling cost to deliver better performance.

Sunil:
What will be the company’s strategy in KSA going forward? The EBITDA margins appears to
be under pressure. How is the competition developing and any updates on the 5G rollout?

lyadh Borgi:

Zain KSA strategy that was presented in 2019 is based on 3 main pillars, 5G, B2B and Digital,
all these segments are showing a significant growth and participating more and more to the
overall revenue of Zain KSA.

These segments along with others are compensating the decline of the prepaid and
consumer revenue that started with the pandemic and Expat leaving the kingdom which
impacted the:

e Hajjand Omra

e As well the roaming revenue due to the travel restrictions.

True, the EBITDA margin dropped vs same period of last year mainly due the impact of the
CITC waiver used in H1 2020 (SAR 368M) vs. nil in H1 2021. Normalizing the EBITDA, it will
be flat growth because of the conclusion of the 3-year CITC agreement.

Regarding your 3rd part of the question, Zain KSA is continuing the 5G rollout across 50
cities with more than 4,700 sites currently on air and aggressive rollout plan in major cities
like Jeddah, Makkah and Medina in H2 2021. As for the competition, the market remains
challenging especially on the consumer side.

However, Zain KSA is working on changing its business model and introducing new products
to control the customer base and gain more market share.

Sunil:
Reason for the increase in other income?

Mohamed Shereef:
The increase is mainly on account of the one-time provision reversal of $18 million
(maintained for legal disputes, which is no longer required) in Zain Iraq.

Sunil:
What caused the very low ECL/reversals?

Mohamed Shereef:
The decrease in ECL is due to:
o Improved collections across major OpCos like Kuwait, KSA and Jordan

o Healthier customer acquisitions thereby reducing high risk customers.



Sunil:
How come there are net monetary gains despite FX impact?

Mohamed Shereef:

If I understand the question correctly, net monetary gains are dependent on the respective
economy in which IAS 29 is applied and has nothing to do with the FX impact. Moreover, the
Net monetary gain / Loss depends on the Consumer Price Index (CPI), Additionally the Net
Monetary Gain / Loss.

Sunil:
Price uplifts in Sudan/Iraqg to counter FX? How long this will continue?

lyadh Borgi:

In Sudan, the price up across all segments is going as per the initial plan when the
devaluation started, with quarterly increase to reach up to 300% by year end. These uplifts
will reduce the impact of the devaluation. The adjustment in prices will continue until the
SDG stabilizes.

For Iraqg, the setup is different as the price uplifts are more challenging to implement and its
positive impact on the top line is not immediate. The plan is to cover ~$12m per month
from the revenue by year end, once all the initiatives are implemented (Currently $3m -$4m
per month)

Sunil:
Weak margins in Irag? What is the strategy going forward?

lyadh Borgi:

As we have mentioned earlier, Irag market remains very challenging, however the local
teams and group are working on many initiatives to bridge the drop in revenue with price
uplift, cost optimization, 4G offering and new products in the market.

Sunil:
Can you take money out from Iraq? Is this solely done via dividends paid by Zain Iraq? Do
you get management fees / technical service charges to group?

Mohamed Shereef:
We don’t have any issue repatriating money from Iraq. We receive the dividends and the

management fee, there are no issues in that.

Sunil:
Why isn’t Zain KSA growing despite all the heavy CAPEX?

lyadh Borgi:

The heavy capex in last 2 years was mainly toward 5G and spectrum acquisition which is
positively contributing to the 5G revenue. The 5G segment is growing as per the plan and
we have our ambition to grow it even further.
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The decline is coming from the prepaid consumer segment for which the local team are
working hard to reverse despite the absence of Hajj, Omra and roaming revenue.

Sunil:
What is your expected CAPEX intensity in KSA this year? How much do you plan to pay for
the ministry of finance per year over the next 5 years (SAR m)?

lyadh Borgi:

We will continue similar to the last 2 years, in the range of 20% capex/revenue, mainly due
to the acquisition of the spectrum. For 2021 and forward, would be around 15%, staying
within the healthy range within the telecom industry.

Sunil:
Does Zain Group have a shareholder loan for Zain KSA that does not bear any
interest/return?

Mohamed Shereef:
There is no Shareholder loan to Zain KSA anymore... everything was settled last quarter.

Sunil:
2 new MVNO license were awarded in KSA today. Is any on them being hosted by Zain KSA?

lyadh Borgi:
Regarding the MVNOs, Zain KSA is in very advanced discussion with both of them and we
will be providing more update in this regard after the Eid break.

Sunil:
Why are Subscribers declining in Kuwait?

lyadh Borgi:

The decline is mainly in the prepaid MBB and prepaid mobile. The impact of COVID-19
pandemic on sales and revenue started since Feb’20 lockdown (varies between full and
partial) and travel restrictions.

In 2021 low gross adds is also impacted by partial lockdown took place during March — May.

Sunil:
What is the update on the tower deal in KSA?

Mohamed Shereef:

Zain KSA is continuing with the tower deal despite Mobily dropping out. We see a high
appetite from different investors to join the consortium and we are currently evaluating
these investors as mentioned earlier in the highlights.

Sunil:
What is the MVNO update in Kuwait?
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Mohamed Shereef:

CITRA awarded the MVNO license to Virgin Mobile, which the STC network will host, making
it the fourth operator in the market. No further news on additional MVNOs. We don’t see
any major impact in our Market.

Sunil:
Are there any M&A plans?

Mohamed Shereef:
At Zain we are continuously exploring expansion opportunities that fits our 4sight strategy
that will maximize shareholder value.

Sunil:
As the DPS policy of 33fils expires this year, does this mean we can expect 23fils for H2?

Mohamed Shereef:
Yes, our commitment is @ minimum DPS of 33 Fils for FY’21. So, you will be seeing DPS of
minimum 23 Fils.

Sunil:
What is your view on any potential impact arising from expat exodus in Kuwait.

lyadh Borgi:
No major impact on Revenue with Expats leaving Kuwait. | believe in the second half of the
year, we will see some improvements, as expats will be allowed to enter the borders again.

Sunil:
Zain Sudan margin is at 34% in 2Q, highest across operations and better than the usually
most profitable operation - Kuwait. So how high can it go from here?

lyadh Borgi:

Regarding the margin, we expect that it will stay the same, especially because of what all
the price uplift that we did on regular basis, every quarter as Mohamed Shereef mentioned.
Around 100% on the voice April 1°t and then we increased again in July 15t with another
100% and we are planning to increase another 100% on the voice by October 1. On the
Data is also increased 100% for 2 times, so | think we will keep seeing high margins in Sudan.

Sunil:
Regarding the digital banking services in Kuwait, is there approximate time for launching the
services?

lyadh Borgi:

As of now its in very early stages, there are ongoing discussions with the Central Bank and
other banks, we might give you more update in the coming quarter.

Sunil:
At this point there are no further questions...

12



Mohammad Abdal
Thank you, Sunil, 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 2021 update.

Thank you for joining the call, have a great day and stay safe.

-END -
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THANK YOU

ZAIN GROUP INVESTOR RELATIONS
: IR@zain.com
www.zain.com/en/investor-relations/






