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Operator:

Good afternoon ladies and gentlemen, thank you for standing by. Welcome to today's Zain
Group's Third 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, Wednesday, 14" of November 2018.

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

Ziyad Joosub:

Greetings ladies and gentlemen, this is Ziyad Joosub from HSBC and | would like to welcome
you all to the Zain Group's Third 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 third 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, Ziyad, and welcome everyone to Zain’s Third 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 by touching on some highlights since our last call, then discuss the financial results
for the Quarter and YTD for the group before handing over to Ossama to go through the Opco
details.

During GITEX, we announced the launch of the Zain Drone service in Kuwait, with the plan to
expand its operation to our other markets. Zain Drone as-a-Service will offer state-of-the-art
bespoke drone solutions and will provide advanced analytics for governments and businesses.
We are very excited by the opportunities in this space and Zain was the first in the region to
launch this service.

In a move forward towards 5G network adoption across our markets, Zain Kuwait launched
BEAM, the WTTX wireless broadband technology, offering speeds that match fiber optics
speeds, with dedicated speeds up 40 Mbps. This ensures consistent speeds, enabling
customers to enjoy 4K streaming, virtual reality, online gaming, and heavy file downloads. We
are planning on rolling this out in other markets like KSA and Bahrain soon.

Also, during the quarter, as part of our push for digital self-care we rolled out Chatbots in 2 of
our markets; Kuwait and Bahrain, offering interactive customer care solution utilizing artificial
intelligence (Al) solutions to interact and respond to customer inquiries in a fully automated
manner without the need of human interaction, and will continue to roll this out across our
markets.

Regarding the tower sales in Kuwait and Saudi, there are no specific updates at this time, as
the company is still finalizing regulatory approvals.

We are very pleased with the financial performance for the quarter, it’s a result of numerous
operational milestones, including Zain KSA became a subsidiary of Zain Group due to the step-
up acquisition during the quarter, the ongoing revival of Zain Iraqg, and growth in Enterprise
across the group.

Zain Kuwait remains our most profitable operations however there are challenges in
maintaining revenue and profit levels there. Zain KSA has recorded its best-ever quarterly
results since inception, Iraq reported very solid set of results and Sudan in local currency (SDG)
terms continues to perform remarkably well although in USD the FX had a negative impact
for the company.

Looking at slide 6, the third-quarter saw us increase our customer base by 5% to reach 47.8
million customers. Group consolidated revenues reached USD 1.3 billion (up 55% Y-o0-Y),



EBITDA for the quarter reached USD 512 million (up 48% Y-0-Y), and net income reached USD
167 million (up 26% Y-o0-Y).

For Q3 2018 specifically, foreign currency translation impact, due to the 37% currency
devaluation in Sudan, from an average of 17.8 (SDG / USD), in Q3 2017 to 28.1 in Q3 2018,
cost the company USD 44 million in revenue, USD 18 million in EBITDA and USD 8 million in
net income.

The consolidation of Zain KSA boosted the Groups performance on various levels in Zain
Group recording an additional USD 521 million in revenues and USD 194 million in EBITDA for
Q3 2018. Ossama will provide more specific financials on the consolidation of Zain KSA.

Regarding the nine months performance... the Group’s consolidated revenues reached USD 3
billion, (up 19% Y-0-Y). EBITDA for the period reached USD 1.1 billion (up 3% Y-0-Y), reflecting
an EBITDA margin of 36%. Consolidated net income reach USD 454 million up 12% Y-o-Y.
Earnings per share for the nine-month stood at 32 Fils (USD 0.10).

For 9M 2018, foreign currency translation impact, due to the 40% currency devaluation in
Sudan from an average of 16.5 (SDG / USD), from YTD Sep 2017 to 27.1 for YTD Sep 2018, cost
the company USD 138 million in revenue, USD 54 million in EBITDA and USD 16 million in net
income.

Going to slide 9, total Group CAPEX for the nine months including Zain KSA’s Third Quarter
CAPEX, reached USD 305 million and accounts for 10% of the total Group revenues.

Group data revenues (excluding SMS and VAS) experienced a 50% growth for the first nine
months of 2018, representing 31% of the Group’s total revenues. It should be noted that the
substantial growth is predominantly due to the consolidation of Zain KSA results in Q3 2018.

To conclude, | would like to reiterate that we are focused on our digital transformation which
starts with simplifying our products and processes, pushing everything towards digital first
and looking at new verticals. It is our focus on innovation and seeking new revenue streams
on Smart Cities, digital services and drones. We also have major initiatives in FINTECH such
as mobile wallet, credit scoring & lending, micro insurance.

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 previous call, the third quarter results for the Group were boosted by the
healthy growth in Zain Iraq on many levels and more specifically the consolidation of Zain KSA,
which resulted in the Group recording an additional USD 521 million in revenue and USD 194
million in EBITDA for Q3 2018.

Furthermore, due to the step-up acquisition of Zain KSA, the Group recognized a fair valuation
gain of USD 102 million for the 3rd quarter.

Also note that we have provided one-off adjustments of USD 56 million related to various
litigations across the regions and USD 15 million loss due to the IAS 29 impact from South
Sudan.

As you can imagine, the consolidation of Zain KSA is great for Zain Group on multiple levels,
our net debt / EBITDA (including Guarantees) which is currently at 2.6 times. Excluding the
consolidation of Zain KSA, the ratio would be 3.3 times.

I will now go through our key markets, providing insights into both nine-month and Q3 2018
key financial indicators.

Let’s move to slide 14- Zain Kuwait
Similar to last quarter, Zain Kuwait maintained its market leadership at 37% market share.
Customer base grew by 6% to now serve 2.7 million customers.

From a local market perspective Zain Kuwait’s market leadership and efficiency is reflected in
its nine-month performance where revenue represents 38% of total market revenues and net
income represents 59% of the total net income in the Kuwaiti telecom market.

The 3rd quarter of 2018 was very challenging for Zain Kuwait which saw Revenue, EBITDA and
Net Income drop by 8%, 16% and 12% respectively compared to last year, mainly due to the
application of IFRS 15 which resulted in lower margins on sales of handsets.

The decrease in EBITDA is partially offset by lower Depreciation & amortization.

For the 9 months 2018, Revenue remained stable at KD 249 million. Unfortunately, EBITDA
for the period came lower by 17% mainly due to significant decrease in gross margin coming
from MEW project and handset bulk sale coupled with application of the new accounting
standards.



Despite the EBITDA performance, net income only decreased 4%, mainly due to the reduction
in depreciation and amortization.

Zain Kuwait has increased its focus on innovation aimed at growing its digital platforms and
implementing an entire range of Data monetization initiatives. The benefits are reflected in
the Data revenues that grew by 7% Y-o-Y and now represents 34% of total revenues.

Saudi Arabia which is on slide 15:
We've already mentioned the consolidation of Zain KSA and its impact on the Group’s FS.

For Q3 2018, Zain KSA recorded its best-ever quarterly results since inception, showing record
growth levels, reflecting the implementation of the operator’s turnaround strategy. The
customer base was affected by the CITC regulations related to bio-metric measures and a
two-sim policy, which further shrunk the customer base by 4% Y-o-Y, to now serve 8 million
customers.

Revenue for Q3 was at an all-time high of USD 521 million, an increase of 8% YoY, mainly due
to higher postpaid revenues and higher equipment sales revenue. EBITDA for the quarter
jumped by 15% reflecting an EBITDA margin of 37%. Net income for the quarter was the best-
ever since inception, reaching USD 13 million compared to USD 1m last year, mainly
attributable to the positive EBITDA performance. (There is an one-off adjustment following
the proper due diligence and the compliance with the accounting standards and based on
experts recommendations, the operation reversed a provision of USD 34m).

The strong performance in the third quarter was driven by focusing on operating efficiencies,
investment in network upgrades and fiber (FTTH) expansion, customer service and acquisition
strategies especially in the PostPaid category, data monetization initiatives as well as the
benefit of the strong pilgrimage / hajj season. Most notable, is the focus on the Enterprise
(B2B) segment that is continuing to grow.

Impressively...Data revenue now represents 52% of total revenue. The investments in
network (CAPEX 12% of revenues in Q3 2018 alone) are paying off ...I'm pleased to say that
Zain KSA has succeeded in almost doubling its 4G population penetration over the past 4
years, reaching 93%.

It is worth mentioning that during the third quarter of 2018, Zain KSA made an early voluntary
payment of SAR 600 million for its Murabaha financing agreement, which portrays the
company’s solid cashflow generation.



Moving to slide 16, which is Zain Iraq
Another promising and very solid quarter for this key operation that has seen consistent
growth over the last 12 months and we believe this growth will continue in the years to come.

The operator’s Customer base increased 10% Y-o-Y and reached 15 million subscribers,
representing 31% (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 1.3 million customers.

For Q3 specifically, Revenue, EBITDA and net income increased by 2%, 12% and 25%
respectively compared to last year mainly driven by data growth and regional expansion
(Kurdistan area) and ongoing cost optimization activities.

For the 9M 2018, revenue, EBITDA and net income, jumped by 5%, 10% and 43% Y-o-Y, mainly
attributed to the healthy data growth (42% YoY) as a result of continued efforts towards
customer expansion, launch of new products and services plus a key focus on the Enterprise
(B2B) segment. We are also investing heavily in upgrades and expansion, especially across the
north.

It is worth mentioning that, we could no longer benefit from the amortization of the goodwill
for the income tax calculation, which we benefited up to 2017. (Excluding this income tax
impact, the profitability of the company would have been 98% growth Y-o-Y).

we are working closely with the team there, in ensuring that the operation fulfills its
enormous potential.

Sudan which is on slide 17:
For Q3 specifically, the significant 37% currency devaluation in Sudan 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 31% Y-o-Y (down 17% in USD terms for) Q3 “18.

EBITDA increased by 23% in SDG (down 22% in USD terms) and net income increased by 60%
in SDG (up 2% in USD terms).

For 9M 2018, in local currency (SDG) terms, the operator’s revenues grew by 31% Y-o-Y (down
20% in USD terms). EBITDA increased by 32% (down 19% in USD terms) and net income
increased by 38% (down 13% in USD terms).

Data revenues accounted for 18% of total revenues and grew 53% in SDG terms.



The operation serves around 14.3 million customers which grew by 10% 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.

Regarding the devaluation in Sudan...unfortunately it keeps getting worse... The Central Bank
of Sudan decided to set its daily currency exchange rate using a newly-formed body of bankers
and exchange bureaus, effective from 7 Oct, 2018. This resulted in the official exchange rate
being set at 1 USD = 47.5 SDG, the official exchange rate before that was 1 USD = 28.15
SDG...this has the possibility of causing hyperinflation in the country. This has a negative
impact for Zain that will be reflected in the financial statements going forward.

The Group is awaiting the annual 2018 price index to determine this with reasonable
certainty.

Going to slide 18 which is Zain Jordan:
Although maintaining market leadership, the intensification of competition resulted in Zain
Jordan’s customer base to shrink by 9% Y-0-Y, now serving 3.8 million customers.

Revenue for the quarter was stable at USD 128 million. While EBITDA and net income both
decreased by 12% and 14% respectively. The drop was mainly due to the higher
interconnection costs, resulting in a decrease in gross margins and the increase in Opex
(mainly due to higher utilities cost and regulatory charges).

EBITDA margin for the quarter remained healthy at 40%. Data revenue growth was healthy
which now represents 38% of total revenue.

| would like to mention that the Zain Jordan team are looking at avenues to further reduce
costs especially electricity and are currently reviewing solar power options. Zain Jordan also
extended the Fiber reach to 23 locations in Amman and revenues are increasing exponentially
in this area.

The last point on Jordan is that we are lobbying heavily against the the new draft law that
imposes an increase of 3% income tax on telecom operators, 2% specific to individual
licensees and 1% as a “Solidarity tax” common to all companies.

Zain has carried out an extensive action plan for the awareness of the negative impacts for
such an increase. The plan includes lobbying with the concerned parties (parliament, TRC,
MolCT, etc.).

We are hopeful that we will have a positive result to reduce the impact of such additional
taxes.



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 Ramesh from HSBC please go ahead:

Ramesh: Thank you, my question is on Capex, so the amount of Capex for the year is 305
million including KSA. If we exclude KSA it would come around USD 240 million, less than 50%
of what you announced of full year guidance of USD 500 million right? And just checking as it
much less than your full year guidance, is there any downward guidance like in the organic
base excluding KSA?

Scott Gegenheimer: We haven’t really, | know we set the guidance on the capex, but it hasn’t
been reduced in the budget cycle as we’ve had some better negotiations on overall projects.
Let’s say for RAN pricing, we’ve done some RFQs at the group level and brought down our
pricing by nearly 30% on there, so some of the capex reduction is related to better pricing
levels. Some of the reduction has been a little bit due to the slower roll-out of network
expansion and upgrades. of, We haven’t specifically set a guidance going forward deviating
from the original budget, but it will be less than the original guidance numbers we had at the
beginning of the year.

Ramesh: Thank you

Operator:
Thank you, our next question comes from Omar Maher, with EFG Hermes please ask your
question.

Omar Maher: Thank you. With Irag which is probably one of the best performing of your operations
in terms of growth on multiple levels. Maybe you could shed some light on what happened on the
ground there, which | understand is mostly due by the improvement in the overall socio-economic
condition. Regarding the current situation, how sustainable do you think this is and are we possibly
looking after this at deep competition given that the situation is improving. | mean I’'m guessing maybe
if it was a year or two ago it would have been maybe too risky for competitors to engage in aggressive
tactics but now since things are improving you think that this is any reason that it will slow down the
growth in Iraqg?



Scott Gegenheimer: Thanks Omar for the question, in Irag | know we do look at it as very promising.
It's a tough market for us as you know in the last couple of years, we’ve been hit from a lot of different
things whether it’s coming from competition whether it’s new taxes, or due to internal conflict. A lot
of the sites are back, in fact 97% of all the sites that were off are back. The sites in the north are
operational again providing connectivity, so that’s where the growth is coming back, however it is not
bouncing back as quick as we’d except because there’s a lot of displacement in the country, so we
haven’t seen 100% of the revenue yet bounce back. n However, we’ve done quite a few things inside
the country like areas around offering B2B services that is a big focus for us there as well that is
growing about 60% Year on Year. It’s still a very small piece of the overall revenue, but it’s going quite
well. We've done a lot of things to improve the bottom line, as well looking at reducing commissions
there and still trying to figure out how to reduce the washing machine effect that we have in a lot of
our markets and that’s gone quite well. There’s also a lot of things that are moving forward and
continue to drive the growth and | think the biggest caveat right now is the 4™ license, which we’re
lobbying obviously against, as obviously awarding a 4™ license that would have a negative effect on
us. Other than that, | think there is a lot of opportunity for us to continue to grow. Also, we haven’t
heard yet on the pricing levels for 4G license because obviously we are still 3G in the country and thus
data growth is growing pretty well but still relatively slow. | believe that annual data growth is about
18% in Iraq, so there’s still a lot of upside for growth there so overall, generally its very promising in
Irag and we’re happy that it’s moving forward. Hopefully that answers your question thanks.

Omar Maher: It does thank you Scott.

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 FY 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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