Date: 13 February 2019

Ref:

Mr. Khaled Abdulrazzaqg Al Khaled
Chief Executive Officer

Boursa Kuwait Company

State of Kuwait

Dear Sirs,

Subject: Outcomes of Zain’s BOD Meeting

As per chapter No. 4 of the “Disclosure &
Transparency” Module of the Capital Markets
Authority’'s Executive Bylaws and its law No.
7/2010 and amendments issued regarding
disclosure of Material Information.

Attached; the consolidated financial statements for
the year 2018 form.

With reference to Boursa Kuwait Rule Book
requirements issued as per the decision no (1) for
year 2018 and since Zain has been classified in
the “Premier Market”. The Company is glad to
announce a quarterly Analyst/ Investor
Conference that will take place on Tuesday
19/2/2019 at 2:00 PM local time. All interested
parties are welcome to join the call. Invitation
details are available on our IR calendar through
Zain  website www.zain.com, for further
information please feel free to contact the IR

department at IR@zain.com.

Sincerely yours,
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Financial Year Ended on

31 December 2018

2018 e 31

Company Name

Mobile Telecommunications Company K.S.C.P - Zain

Board of Directors Meeting Date

I3 February 2019 2019 _)-‘1_)-‘3 13
ol
Statement
31/12/2017 31/12/2018
A1 S ) abling galall 5 jludll/m M dla
23.0% 159,817 196,500 Net Profit (Loss) represents the amount attributable
to the owners of the parent Company
w8 Aaidall g Apaluy) agadl 5 jlud Ay
15.4% 39 45 o rbel s i
Basic & Diluted Earnings per Share (fils)
Al glatall il g gall
37.3% 743,035 1,019,893 B
Current Assets
“13 g gl Jaa
48.4% 3,033,671 4,502,503 ol
Total Assets
A glatall ey gliaall
106.2% 714,948 1,474,551 i ’
Current Liabilities
il gllaal) s
100.8% 1,424,067 2,859,225 . -
Total Liabilities
P AS il anliay Lualall LAl (3 gia Jlag)
-12.0% 1,451,598 1,277,208 Total Equity attributable to the owners of the Parent
Company
Al ) ! Jles)
28.0% 1,029,547 1,317,613 .
Total Operating Revenue
Al (5l l) s M iba
26.2% 229,386 289,380 : Ve s
Net Operating Profit (Loss)
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Statement

31/12/2017 31/12/2018

A1 A8 0 anbinay palall B s/ 1 ilia
59.0% 37,367 59,425 Net Profit (Loss) represents the amount attributable
to the owners of the parent Company

(unl!) :\.n.hn“_, :\.gwm&” H-u\-“ EJhuA/&;m..l_)

62.5% 8 13 ' _ ' .
Basic & Diluted Earnings per Share (fils)
Aladdl ol s
56.9% 262,116 411,353 : ) a1 )
Total Operating Revenue
Ayl (3 jlansll) ol ilia
113.6% 55,099 117,708 gyl (3 sl et W o 8

Net Operating Profit (Loss)

Increase in net profit from operations mainly

due to Zain KSA's turnaround which Hagaudl o oo Jf Al bl colibeall o upll §lio g Lasyl aomps
contributed to the bottom line along with fair O il pem (e Amilill sl Jf ALY Aol )
valuation gain on consolidation of Zain KSA. g gl
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Cash Dividend
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
MOBILE TELECOMMUNICATIONS COMPANY K.S.C.P.

Report on the Audit of the Consolidated Financial Statements

Qualified Opinlon

We have audited the consolidated financlal statements of Mobile Telecommunications Company K.S.C.P. ("the
Company"”) and its subsidlarles (“the Group"), which comprise the consolidated statement of financlal position
as at 31 December 2018, and the consolidated statement of profit or loss, consalidated statement of profit
or loss and other comprehensive income, consolldated statement of changes In shareholders’ equity and
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial
statements, Including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion section
of our report, the accompanying consolidated financial statements present fairly, In all material respects, the
consolldated financial position of the Group as at 31 December 2018, and Its consolidated financial
performance and Its consolidated cash flows for the year then ended In accordance with International
Financlal Reporting Standards (IFRSs).

Basis for Qualified Opinlon

As disclosed in note 2,1 to the consolidated financlal statements, the Group has excluded the effects reported
therein of applying International Accounting Standard (IAS) 29: Financlal Reporting in Hyperinflationary
Economles with respect to Its subslidiaries in the Republic of Sudan. It is not possible to determine with
reasonable certainty the exact impact of applying hyperinflationary accounting for these subslidiaries as the
Group has not performed the required calculations. In these clrcumstances, we are unable to quantify the
effect of the departure from IAS 29,

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibllities
under those standards are further described In the Auditor’s Responsibilities for the Audit of the Consolidated
Financlal Statements section of our report. We are independent of the Group In accardance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA
Code), and we have fulfilled our other ethical responsibilities In accordance with the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified

opinion.
Emphasis of matter

We draw attention to note 28 to the consolidated financial statements, which discloses the uncertainty related
to the outcome of various claims against the subsidiary in Irag. Our opinion is not modified in respect of this

matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance In our audit
of the consolldated financial statements of the current year, These matters were addressed In the context of
our audit of the consolidated financlal statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters. For each matter below, our description of how our audit
addressed that matter Is provided in that context. In additlon to the matter described in the Bas/s for Quallfied
Opinion section we have determined the matters described below to be the key audit matters to be
communlicated in our report.
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a) Revenue recognition

The Group has recognized revenue from telecom services amounting to KD 1,318 million (2017: KD 1,030
million) for the year ended 31 December 2018. There Is an Inherent risk around the accuracy of telecom
services revenue recognition because of the complexity of the related Information Technology (IT™)
environment , processing large volumes of data through a number of different IT systems and Involves a
combination of different products, prices and price changes. Application of “IFRS 15 - Revenue from Contracts
with Customers” during the year resulted in significant change in the accounting policy for revenue recognition
of multlple element contracts. This requires considerable judgment from management in determining the
stand alone selling price of each perfermance obligation in the muitiple element contracts and allocation of the
total transaction price to those performance obligations. Due to the complexities and judgement required in
the revenue recognition process, we have considered this as a key audit matter. The accounting policy for
revenue recognition is set out in note 2.19 and the related disclosures are disclosed in note 19 and note 25 to
the consolldated financial statements.

Our audit procedures Included evaluation of the relevant IT systems, Implementation and design of internal
controls related to revenue recognition including the changes resulting from application of IFRS 15. We also
tested the operating effectiveness of controls over the capture and recording of revenue transactions;
authorlzation of rate changes and Its input to the billing systems and the change control procedures in place
around those systems. In addition, we tested the reconciliation of the revenue generated and recorded in
those systems to the general ledger and performed substantive tests of revenue recorded. Further, we have
assessed the appropriateness of management’s processes and judgments relating to determination of stand
alone selling prices and their allacation to performance obligations under IFRS 15.

b) Impalrment of Goodwifl

As at 31 December 2018, goodwill is carrled at KD 609 million (2017: KD 602 milllon) which represents
13.57% of the total assets. The impairment test of goodwill performed by the management Is significant to
our audit because the assessment of the recoverable amount of goodwill under the value-in-use basis Is
complex and requires considerable judgment on the part of management. Estimates of future cash flows are
based on management’s views of variables such as the growth in the telecom sector, economic growth,
expected inflation rates and yleld. Therefore, we identified the impalrment testing of goodwlll as a key audit
matter. The Group’s policy on assessing impairment of goodwlll is in note 2.12 and related disclosure Is in
note 13 to the consolidated financial statements.

We evaluated the design and Implementation of controls over the Impairment assessment process. With the
support of our valuation experts, we benchmarked and challenged key assumptions forming the Group’s value-
in-use calculation including the cash flow projections and discount rate. We compared actual historical cash
flows with previous forecasts and assessed differences, If any, were within an acceptable range. We assessed
the overall reasonableness of the cash flow forecasts and compared the discount rate and growth rate to
market data. Additlonally, we analyzed the sensitivities such as the Impact on the valuation if the growth rate
would be decreased, or the discount rate would be Increased. We also assessed the adequacy of the Group's
disclosures Included in notes to the consolidated flnancial statements about those assumptions to which the
outcome of the impairment test is more sensitive.

¢} Application of IAS 29 by South Sudanese subsidlary

The economy of the Republic of South Sudan, where the Group has a subsidiary, became hyperinflationary
from the beginning of the year 2016. This was based on the general price Index (consumer price Index)
showing the cumulative three-year rate of inflation exceeding 100% at that time. The accounting policy for
hyperinflationary financial reporting and related disclosure are given in note 2.23 and 33 respectively to the
consolidated financial statements.

The restatement of non-monetary items and historical financial information of the subsidiary in terms of the
measuring unit current at the date of the consolldated statement of financial position and determination of
the net monetary gain or loss Is complex and requires the application of certain procedures and judgment on
the part of management. Therefore, we Identified application of IAS 29 as a key audit matter.

We compared the general price index used for restatement of non-menetary items, re-computed the net
monetary gain and translation of historical financlal Information with the rates published by the Government
of South Sudan and assessed the accuracy of the restatement and the amount of the net monetary gain.
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Other information

Management Is responsible for the other information. The other information comprises of the information
included in the Annual Report of the Group for the year ended 31 December 2018. The other information does
not include the consolidated financial statements and our auditor's report thereon. We obtalned the report of
the Company’s Board of Directors prior to the date of our auditor's report and we expect to obtain the
remaining sectlons of the Group’s Annual Report for the year ended 31 December 2018 after the date of our
auditor’s report.

Our opinioen on the consolidated financlal statements does not cover the other Information and we do not and
will not express any form of assurance conclusion thereon,

In connection with our audit of the consolldated financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other
informatlon Is materlally Inconsistent with the consolidated financlal statements or our knowledge obtained In
the audit, or ctherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this
auditor’s report, we conclude that there is a material misstatement of this other information, we are required
to report that fact. As described in the Basls for qualified opinion for the consolidated financial statements
section above, we were unable to obtaln sufficient appropriate audit evidence about nen-adoption of IAS 29
by the Group over its subsidiaries in the Republic of Sudan. Accordingly, we are unable to conclude whether
or not the other information is materially misstated with respect to this matter.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management Is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with IFRSs, and for such Internal control as management determines is necessary to enable the
preparation of consolidated financlal statements that are free from materlal misstatement, whether due to

fraud or error.

In preparing the consolidated financlal statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to golng concem and using
the going concern basls of accounting unless management elther intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting process.
Auditor's Responsibillties for the Audit of the Consolldated Financlal Statements

Our objectlves are to abtain reasonable assurance about whether the consalidated financlal statements as a
whole are free from material misstatement, whether due to fraud or error, and to [ssue an auditor’s report
that Includes our oplnion. Reasonable assurance Is a high level of assurance, but Is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when It exists.
Misstatements can arlse from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic declsions of users taken on the basis of these

consolidated financial statements.

As part of an audit In accordance with [SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit, We also:

° Identify and assess the risks of materlal misstatement of the consolidated financial statements, whether
due to fraud or error, deslgn and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficlent and appropriate to provide a basls for our opinion. The risk of not detecting a
material misstatement resulting from fraud Is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentlonal omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of Internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s Internal control.
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® Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the management,

o Conclude on the appropriateness of management’s use of the going concern basls of accounting and
based on the audit evidence obtained, whether a material uncertalnty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a golng concern, If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the consolidated financlal statements or, if such disclosures are inadequate,
to modify our opinion. Qur concluslions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

o Evaluate the overali presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolldated financlal statements represent the underlying
transactions and events In a manner that achieves falr presentation.

° Obtain sufficient appropriate audit evidence regarding the financial Information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies In Intemnal control
that we Identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding Independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance In the audit of the consolidated financial statements of the current petiod and are therefore
the key audit matters. We describe these matters in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, In extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public Interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of accounts have been kept by the Company and the consolidated
financial statements, together with the contents of the report of the Company’s Board of Directors relating to
these consolldated financial statements, are In accordance therewith. We further report that we obtained all
the Informatlon and explanations that we required for the purpose of our audit and that the consolldated
financial statements incorporate all the information that Is required by the Companies Law No. 1 of 2016 and
its Executlve Regulatlons and by the Company's Memorandum of Incorporation and Articles of Assoclatlon, as
amended, that an Inventory was duly carried out and that, to the best of our knowtedge and belief, no
viclations of the Companies Law No. 1 of 2016 and its Executive Regulations or of the Company's
Memorandum of Incorporatlon and Articles of Association, as amended, have occurred during the year ended
31 December 2018 that might have had a material effect on the business of the Company or on Its consolidated
financial position.

Talal Y. Al-Muzaini
Licence No. 209A
Deloltte & Touche
Al-Wazzan & Co.

Kuwalt
13 February 2019




