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REVIEW REPORT

To the Directors
Zain Bahrain B.S.C.
Kingdom of Bahrain

Introduction

We have reviewed the accompanying interim statement of financial position of Zain Bahrain
B.S.C. (the "Company”) as at June 30, 2018 and the related interim statements of profit or loss
and other comprehensive income, changes in equity and cash flows for the six-month period then
ended. Management is responsible for the preparation and fair presentation of this condensed
interim financial information in accordance with International Accounting Standard 34 “Interim
Financial Reporting” (*IAS 34"). Our responsibility is to express a conclusion on this condensed
interim financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity.” A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance
that we would become aware of 2ll significant matters that might be identified in &n audit.
Accordingly, we do not express an audit opinion,

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim financial information is not prepared, in all material respect, in
accordance with International Accounting Standard 34.

Doledte s meche

DELOITTE & TOUCHE ~ MIDDLE EAST
Partner Registration No, 184
Manama, Kingdom of Bahrain

July 29, 2018
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ZAIN BAHRAIN B.S.C.

INTERIM STATEMENT OF FINANCIAL POSITION (UNAUDITED)

AS AT JUNE 30, 2018

(Restated)
{Unaudited) {Restated) (Unaudited)
June 30, December June 30,
Notes 2018 31, 2017 2017
ASSETS BD'000 BD'000 BD'000
Current assets
Cash and bank balances 2,01¢ 1,912 1,609
Accounts receivable and other assets, {(net) 5 28,302 23,357 22,073
Inventories 6 2,833 4,347 4,744
Total current assets 33,145 29,616 28,426
Non-current assets
Property and eguipment 7 60,034 65,481 65,087
Intangible assets 8 3,101 6,825 9,024
Total non-current assets 63,135 72,306 74,111
Total assets 96,280 101,922 102,537
L"ABILITIES AND EQUITY
Liabilities
Current liabilities
Accounts payable and other fiabilities 9 25,877 30,749 30,221
Current portion of term loans 10 938 1,875 4,830
Contract liabilities / deferred revenue 1,815 1,867 1,983
Tota! current labilities 28,630 34,491 37,n34
Non-current liabilities
Non-current portion of term loans 10 - - 938
Provision for employees’ end-of-service benefits 279 32% 310
Total non-current liabilities 279 321 1,248
Total liabilities 28,909 34,812 38,282
Equity N
Share capital 36,800 36,800 36,800
Treasury shares (754) (754) (754)
Treasury shares reserve (6) (6) (6)
Share premium 3,032 3,032 3,032
Statutory reserve 11,471 11,238 10,952
Retained earnings 16,828 16,800 14,231
Total equity 67,371 67,110 64,255
Total liabilities and equity 96,280 101,922 162,537

The condensed interim financial information was approved and authorized for issue on Juiy 29,
2018 and signed on behalf of tpe Directors by:
{

4;’_‘:——-_.—_-"—"_

Al Shaikh Ab

Chairman

med Bin Ali Al Khalifa

P Ry |

Mr, Bader Nasser Al-Kharafi

Director

The attached notes 1 to 17 form part of this condensed interim financial information
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ZAIN BAHRAIN B.S.C.

INTERIM STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME (UNAUDITED)

PERIOD ENDED JUNE 30, 2018

Three month Three month
period ended period ended period ended period ended

Six month

Six month

June 30 June 30. June 30, June 30,
2018 2017 2018 2017
Notes BD *000 BD ‘000 BD ‘000 BD ‘000
Revenues 11 16,128 18,721 32,699 37,031
Cost of revenues (5,114) (5,403) (10,844) (10,486)
Gross profit 11,014 13,318 21,855 26,545
Operating and administrative expenses (6,871) (7,438) (13,854) (14,832)
Depreciation and amortization 7&8 (2,599) 4,577) (5,189) (9,604)
Provision for impairment (287) (227} (429) (380)
Provision for inventories (60) (69) (59) (146)
Operating profit 1,197 1,007 2,324 1,583
Interest income 14 5 28 16
Other income 15 36 25 75
Foreign exchange gain / (loss) 11 (24) € (43)
Finance costs (13) (76) (36) (180)
Profit for the period 1,224 948 2,332 1,451
Cther comiprehensive income for the period - - - -
Total comprehensive income for the period 1,224 9438 2,332 1,451
Basic earnings per share 12 Fils 3 Fils 3 Fils 6 Fils 4

—AFeraikh Ahmed Bin All Al Khalifa
Chairman

Director

N bt
Mr. Bgﬁer Nasser Al-Kharafi

The attached notes 1 to 17 form part of this condensed interim financial information
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ZAIN BAHRAIN B.S.C.

INTERIM STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

PERIOD ENDED JUNE 30, 2018

Treasury
Share Treasury shares Share Statutory Retained
capital shares reserve premium reserve earnings  Total
BD 000 BD'000 BD'000 BD'000 BD'000 BD'000 BD 000
Balance, December 31, 2016 36,800 - - 3,032 10,807 14,715 65,354
Pricr period adjustment _ - -

(Note 17) (754) (6) 29 (731)
Restated - January i, 2017 36,800 (754) (6) 3,032 10,807 14,744 64,623
Dividends - - - - - (1,819) [(i,819)
Total comprehensive income } } }

for the period B ) 1,451 1,451
Appropriation to statutory _ - - . -

reserve 145 (145)

Balance, June 30, 2017 36,800 (754) {6) 3,032 10,952 14,231 64,255
Balance, December 31, 2017 36,800 (754) (6) 3,032 11,238 16,800 67,110
Adjustment from adoption of ) ) } ) )

IFRS 15 (252) (252)
Restated - January 1, 2018 36,800 (754) {6) 3,032 11,238 16,548 66,858
Dividends - - - - - (1,819} {1,819)
Total comprehensive income } ) )

for the period ) ) 2,332 2,332
Appropriation to statutory - - - - 233 (233) -

reserve
Balance, June 30, 2018 36,800 {754) {(6) 3,032 11,471 16,828 67,371

The annual general assembly held on March 28, 2018 approved cash dividends equivalent to

5% of the issued share capital.

The attached notes 1 to 17 form part of this condensed interim financial information
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ZAIN BAHRAIN B.S.C.

INTERIM STATEMENT OF CASH FLOWS (UNAUDITED)

PERIOD ENDED JUNE 30, 2018

Six-month period ended June 30

Cash flows from operating activities:

Profit for the period
Adjustments for:

Depreciation and amortization

Provision for impairment of receivables and inventories

Finance costs
Interest income

Provision for employees’ end of service benefits

Gain on disposal of property and equipment

Net change in inventories

Net change in accounts receivable and other assets
Net change in accounts payable and other liabilities
Net change in contract liabilities/deferred revenue

Payment of employees’ end of service benefits
Net cash generated from operating activities

Cash flows from investing activities:
Purchase of property and equipment
Proceeds from disposal of property and equipment

Increase in intangible assets

Interest received
Net cash used in investing activities

Cash flows from financing activities:

Payment of term loans

Dividends paid

Interest paid

Net cash used in financing activities

Net increase /(decrease} in cash and cash

equivalents

Cash and cash equivalents beginning of period

Cash and cash equivalents end of period

Non-cash transactions:
Dividends declared not yet settled at the reporting date

Disposal and adjustment of property and equipment

against settiement of pavabies

2018 2017
(Unaudited) (Unaudited)
BD'000 BD'00O

2,332 1,451
5,189 9,604
488 526

36 180

(28) (18)

33 28

(4) -
8,046 11,773
1,455 {(1,500)
(2,155) {1,945)
(4,400) {3,135)
{(52) {1,559)
{75) (18)
2,819 3,616
(177) (1,100)

4 -

(7) (393)

B 28 16
(152) {(1,477)
(937) (3,893)
(1,596) (1,763)
(36) (238)
(2,569) {5,894)
98 {3,755)

1,912 5,364
2,010 1,609
315 120

- 5,885
695 -

Write-off property and equipment against payables

The attached notes 1 to 17 form part of this condensed interim financial information
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ZAIN BAHRATIN B.S.C.
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

PERIOD ENDED JUNE 30, 2018 - (UNAUDITED)

1. INCORPORATION AND ACTIVITIES

Zain Bahrain B.S.C. (the “"Company”) is a Bahraini Shareholding Company (Public) incorporated
in the Kingdom of Bahrain on April 19, 2003 and registered with the Ministry of Industry,
Commerce and Tourism under Commercial Registration (CR) number 50603. The Company is a
subsidiary of Mobile Telecommunications Company K.S.C. (the “Parent Company”), a Kuwaiti
shareholding company listed on the Kuwait Stock Exchange. The Company's registered office is
P.O. Box 266, Manama, Kingdom of Bahrain.

The Company is mainly engaged in the provision of public telecommunications and related
products and services,

2. BASIS OF PREPARATION

The condensed interim financial information has been prepared in accordance with International
Accounting Standard (TIAS) 34 “Interim Financial Reporting”.

The condensed interim financial information does not contain all information and disclosures
required for full financial statements prepared in accordance with the International Financial
Reporting Standards ("IFRSs”). For more details, please refer to the audited financial
statements for the year ended December 31, 2017,

In the opinion of management, all adjustments consisting of normal recurring accruals
considered necessary for a fair presentation have been included. Operating results for the period
are not necessarily indicative of the results that may be expected for the financial year ending
December 31, 2018,

3. SIGNIFICANT ACCOUNTING POLICIES

The condensed interim financial information has been prepared under the historical cost
convention.

The same accounting policies, presentation and methods of computation are followed in this
condensed interim financial information as were applied in the preparation of the Company’s
financial statements for the year ended December 31, 2017, except for certain new and revised
standards and interpretations that became effective in the current period.

Standards affecting the disclosures and presentation in the current period

None of the new and revised Standards that have been adopted in the current period which are
effective for annual periods beginning on or after January 1, 2018 have affected the disclosures
and presentation in the financial information, except for IFRS 15 ‘Revenue from Contract with
customers’ and IFRS 9 ‘Financial instruments’ as detailed below under 3.1 and 3.2.
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ZAIN BAHRAIN B.S.C.
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

PERIOD ENDED JUNE 30, 2018 — (UNAUDITED)

3.1 IFRS 15 Revenue from Contracts with Customers

The Company has applied IFRS 15 Revenue from Contracts with Customers {(as amended in
April 2016) on its effective date of 1 January 2018. IFRS 15 introduces a 5-step approach to
revenue recognition. The core principle of IFRS 15 is that entity should recognize revenue to
depict the transfer of promised goods and services to customer in an amount that reflects the
consideration to which entity expects to be entitled in exchange of those goods and services,
Under IFRS 15, an entity recognizes revenue when or as the performance obligation is satisfied,

The implementation of IFRS 15 does not impact the quantum or the phasing of cash flows. The
adjustments made are purely a timing difference between the cash flows and accounting
recognition, with the difference recognized on balance sheet and reflected in the working capital
changes and other cash flow line items.

Management has identified the following as areas where key revenue recognition and other
accounting changes under IFRS 15 have had an impact on the Company’s financial statements.
Management did, not apply other areas of the Standard where it has determined the impact

determined to be insignificant.

Handsets and telecommunication services

Revenue from mobile telecommunication services provided to postpaid and prepaid customers is
recognized as services are transferred. When the customer performs first, for example, by
prepaying its promised consideration, the Company has a contract liability. If the Company
performs first by satisfying performance obligation, the Company has a contract asset.
Consideration received from the sale of prepaid credit is recognized as contract liability until
such time as the customer uses the services when it is recognized as revenue.

The Company provides subsidized handsets fo its customers along with mobile
telecornmunication services and IFRS 15 requires entities to allocate a contract’s transaction
price to each performance obligation based on their relative stand-alone selling price. This
resulted in a reallocation of a portion of revenue from service revenue to trading revenue and
correspondingly a creation of contract asset, which includes aiso some items previously
presented as accounts receivable and other assets. Contract asset represents receivable from
customers that has not yet legally come into existence. Revenue from device sales is
recognized when device is delivered to the customer. This usually occurs when customer signs a
contract. For devices sold separately, custemer pay in full at the point of sale. Revenue from
voice, messaging, internet services etc. are included in the bundled package are recognized on
the period of the contract as the services are rendered.

In the case of locked devices, revenue from the delivery of the device and service is recognized
over the period of the contract as the Company concluded that it is a single performance
obligation under IFRS 15,

The Company has offering where it provides customer with multiple handsets. Revenue will be
deferred for handsets that are not delivered.
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ZAIN BAHRATIN B.S.C.
NOTES TO THE CONDENSED INTERTM FINANCIAL INFORMATION

PERIOD ENDED JUNE 30, 2018 ~ (UNAUDITED)

Upgrade rights

The Company offers early upgrade rights for additional services. This requires the Company to
determine the accounting, including whether a material right has been granted to the customer,
if the right affects the transaction price, if modification accounting applies or if waived amounts
are an incentive to enter into a new contract. A material right is an option to acquire additional
goods or services at a price that does not reflect the good’s or service’s stand-alone selling price
and is considered a separate performance obligation.

Value-added services

Revenue from value added services (VAS) sharing arrangements depends on the analysis of the
facts and circumstances surrounding these transactions. Revenue from VAS is recognized when
the Company performs the related service and, depending on the Company’s control or lack of
control on the services transferred to the customer, is recognized either at the gross amount
billed to the customer or the amount receivable by the Company as commission for facilitating

the service.

Significant financing component

If a customer can pay for purchased equipment over a perfod along with network services, IFRS
15 requires judgement to determine if the contract includes a significant financing component.
If it does, then the transaction price is adjusted to reflect the time value of money.

3.2 IFRS 9 Financial Instruments

The Company has adopted IFRS 9 Financial Instrurments issued in July 2014 with a date of Initial
application of 1 January 2018. The requirements of IFRS 9 represent a significant change from
IAS 39 Financial Instruments: Recognition and Measurement. The new standard brings
fundamental changes to the accounting for financial assets and to cerfain aspects of the
accounting for financial liabilities.

Ciassification of financial assets and financial liabilities

The Company classifies its financial assets as follows:

« Financial assets at amortized cost
¢ Financial assets at Fair Value Through Other Comprehensive Income (FVOCI)

» Financial asset at Fair Value Through Profit or Loss {(FVTPL)

To determine their classification and measurement category, IFRS 9 requires all financial assets,
except equity instruments and derivatives, to be assessed based on a combination of the entity’s
business model for managing the assets and the instrumenis’ contractual cash flow

characteristics.

The Company's financial assets include account receivable, other receivables, cash and bank
balances, which continue to be measured at amortized cost.,

A financial asset is measured at amortised cost if it satisfies the SPPI test and is held within a
business model whose objective is to hold assets to collect contractual cash flows,

Cash and banks, accounts receivable, contract assets and other financial assets are classified as
financial assets at amortised cost.

The Adoption of IFRS 9 did not result in any change in classification or measurement of financial
assets and financial liabilities, which continue to be at amortized cost.
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ZAIN BAHRAIN B.S.C.
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

PERIOD ENDED JUNE 30, 2018 - (UNAUDITED)

Impairment of financial assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward looking ‘expected credit loss’
(ECLY model. Under IFRS 9, credit losses are recognized earlier than under IAS 39.

The Company recognizes ECL for cash and bank balances and other advances using the general
approach and using simplified approach for accounts receivable and contract assets as required

by IFRS 9.

General approach

The Company applies three-stage approach to measuring ECL, Assets migrate through the three
stages based on the change in credit quality since initial recognition. Financial assets with
significant increase in credit risk since initial recognition, but not credit impaired, are
transitioned to stage 2 from stage 1 and ECL is recognized based on the probability of default
(PD} of the counter party occurring over the life of the asset. All other financial assets are
considered to be in stage 1 uniess it is credit impaired and an ECL is recognized based on the
PD of the customer within next 12 moenths. Financial assets are assessed as credit impaired
when there is a detrimental impact on the estimated future cash flows of the financial asset.

Simplified approach
The Company applies simplified approach to measuring credit losses, which uses a lifetime
expected loss allowance for all accounts receivables and contract assets.

To measure the expected credit losses, accounts receivables and contract assets are grouped
based on shared credit risk characteristics and the days past due. The contract assets relate to
unbilled customer receivables and have substantially the same risk characteristics as the
accounts receivable for the same type of contracts. The Company has therefore conciuded that
the expected loss rates for accounts receivables are a reasonable approximation of the loss rates
for the contract assets.

ECL are the discounted product of the Probability of Default (PD), Exposure at Default (EAD),
and Loss Given Default (LGD). The PD represents the likelihood of a borrower defaulting on its
financial obligation, either over the next 12 months (12M PD), or over the remaining lifetime
(Lifetime PD) of the obligation. EAD represents the expected exposure in the event of a default.
The Company derives the EAD from the current exposure to the financial instruments and
potential changes to the current amounts allowed under the contract including amortization. The
EAD of a financial asset is its gross carrying amount. The LGD represents expected ioss
conditional on default, its expected value when realized and the time value of money,

The Company incorporates forward-looking information based on expected changes in macro-
economic factors in assessment of whether the credit risk of an instrument has increased
significantly since its initial recognition and its measurement of ECL.

3.3 Impact on adoption of the IFRS 9 and IFRS 15 - Transition

Changes in accounting policies resulting from the adoption of IFRS 15 and IFRS 9 have been
applied with effect from January 1, 2018, using modified retrospective method and has
accordingly not restated the comparative period. Differences in the carrying amounts of assets
and liabilities resulting from the adoption of IFRS 9 and IFRS 15 are recognized in opening
retained earnings as at January 1, 2018.

Accordingly, the information presented for 2017 does not reflect the requirements of IFRS 9 and
15 and therefore is not comparable.
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ZAIN BAHRAIN B.S.C.

PERIOD ENDED JUNE 30, 2018 - (UNAUDITED)

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

(a) Impact of IFRS 9 and IFRS 15 on the statement of financial position:

Previously January
Reported 1, 2018
Amounts * IFRS 15 IFRS 9 restated
BD'000 BD'000 BD'000 BD'000
ASSETS
Cash and bank balances 1,912 - {43} 1,869
Accounts receivable and other assets, {net) 23,357 3,330 43 26,730
Inventories 4,347 - - 4,347
Property and equipment 65,481 - - 65,481
Intangible assets 6,825 (3,471) - 3,354
Total assets 101,922 (141) - 101,781
LIABILITIES
Accounts payable and other liabilities 30,749 - - 30,749
Current portion of term loans from banks 1,875 - - 1,875
Deferred revenue 1,867 111 - 1,978
Proviston for employees’ end of service
benefits 321 - - 321
Total liabilities 34,812 111 - 34,923
EQUITY
Share capital 36,800 - - 36,800
Treasury shares (754) - - (754)
Treasury shares reserve (6) - - (6)
Share premiurm 3,032 - - 3,022
Statutory reserve 11,238 - - 11,238
Retained earnings 16,800 (252) - 16,548
Total equity 67,110 (252) - 66,858
Total liabilities and equity 101,922 (141) - 101,781

* Figures stated after restatement for the effect of prior periods adjustment as explained in

Note 17.

The Company’s all financial assets were originally classified as loans and receivables IAS 39

These are now classified as financial assets at amortised cost under IFRS 9,
(b) Net impact of IFRS 2 and IFRS 15 on retained earnings as at January 1, 2018:

Retained
earnings
BD'000

16,800

Closing retained earnings, December 31, 2017 as restated for
the effect of prior periods adjustments (Note 17)

Net adjustment from adoption of IFRS 15 (252)
Net adjustment from adoption of IFRS 9 (ECL) -

Opening retained earnings January 1, 2018 - post IFRS 9 and
IFRS 15 restatement

16,548
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ZAIN BAHRAIN B,.S.C.

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

PERIOD ENDED JUNE 30, 2018 —

UNAUDITED

(©

Impact on the statement of profit or loss and other comprehensive income for the three

month and six month period ended June 30, 2018:
For three months ended June 30, 2018

Without
impact of
Reported June IFRS 15 and
30, 2018 IFRS 15 IFRS 9 IFRS 9
BD'000 BD'O00 BD'000 BD'O0OO
Revenue 16,128 373 - 16,501
Cost of revenues (5,114) 697 - (4,417)
Provision for impairment {287) - (26) (313)
Depreciation and )
amortization (2,599) {882) (3,481)
188 (26)
For six months ended June 30, 2018
Without
impact of
Reported June IFRS 15 and
30, 2018 IFRS 15 IFRS 9 IFRS 9
BD'000 BD'000 BD'000 BD'000
Revenue 32,699 818 - 33,517
Cost of revenues (10,844) 1,387 - {9,457)
Provision for impairment (429) - {(158) (587)
Depreciation and }
amortization (5,189) (1,891)“ (7,080)
314 {158)

4., ESTIMATES AND JUDGEMENTS

The preparation of the condensed interim financial information requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets and liabilities, income and expense. Actual results may differ
from these estimates.

In preparing this condensed interim financial information, the significant judgements made by
management in applying the Company accounting policies and the key sources of estimation
uncertainty were the same as those that were applied to the financial statements as at and for
the year ended December 31, 2017, except as follows;

Principal versus agent
The Company determines whether it is acting as a principal or an agent, for each of the
arrangement, to provide good or service promised to the customer by:

a) Identifying the specified goods or services to be provided to the customer; and
b) Assessing whether it controls each specified good or service before that good or service is
transferred to the customer.

The Company is a principal if it controls the specified good or service before that good or
service Is transferred to a customer while the Company is an agent if the Company’s
performance obligation is to arrange for the delivery of the specified good or service for
another party.
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ZAIN BAHRAIN B.S.C.
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION
PERIOD ENDED JUNE 30, 2018 — (UNAUDITED)

Financing component

The Company does not expect to have a significant financing component in contracts where
the period between the transfer if the promised goods or services to the customer and
payment by the customer exceeds one year. Consequently, the Company does not adjust any
transaction price for the time value of money.

Measurement of the expected credit loss allowance

Loss allowances for financial assets are based on assumptions about risk of default and
expected loss rates. The Company uses judgement in making these assumptions and selecting
the inputs to the impairment calculation, based on the Company’s past history, existing market
conditions as well as forward looking estimates at the end of each reporting period. Details of
the key assumptions and inputs used are disclosed in the accounting policy above.

5. ACCOUNTS RECEIVABLE AND OTHER ASSETS (NET)

June 30,

June 30, 2018 December 2017

{Unaudited) 31, 2017 {Unaudited)
BD'000 BD'O0O BD'000
Accounts receivable:
Due from post paid subscribers 21,884 20,911 20,023
Due from roaming partners 1,462 1,394 1,452
Contract assets 10,461 7,728 5111
Due from distributors 493 130 536
Interconnect receivable from other
operators 546 476 584
Allowance for impairment (10,817) (10,408) {5,848)
24,029 20,231 17,858
Accrued income 52 41 52
24,081 20,272 17,510
Other assets:
Prepaid expenses 2,893 1,873 3,071
Due from related parties (Note 14) 1 15 i5
Sundry receivables and other assets 1,390 1,227 1,120
Staff receivables 61 92 79
Allewance for impairment {124) (122) (122)
4,221 3,085 4,163
28,302 23,357 22,073

6, INVENTORIES

This caption comprises mobile telephone handsets and accessories,

identification module ("SIM”) cards, recharge vouchers and calling cards.

laptops, subscribers’

June 30,
June 30, 2018 December 2017
(Unaudited) 31, 2017 {Unaudited)
BD'000 BD'000 BD'000
Handsets, accessories and others 4,280 5,735 6,072
Allig;gce for slow moving and obsolete (1,447) (1,388) (1,328)
2,833 4,347 4,744
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ZAIN BAHRAIN B.S.C.
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

PERIOD ENDED JUNE 30, 2018 - (UNAUDITED)

TR

AR AREE

8. INTANGIBLE ASSETS

wownnivay)

June 30,

June 30, 2018 December 2017

; (Unaudited) 31, 2017 (Unaudited)
P BD'0O00 BD'000 BD'00O
i National Fixed Wireless Services license
(Note 8.1) 1,338 1,523 1,709
Mobile license (Note 8.2) 661 685 718
Other intangible assets (Note 8.3) 1,102 1,146 1,188
3,101 3,354 3,615
Subscribers acquisition cost (Note 8.4) - 3,471 5,409
3,101 6,825 9,024
The movement of intangible assets is as follows:
June 30,
June 30, 2018 December 2017
{Unaudited) 31, 2017 (Unaudited)
BD'000 BD'000 BD'000
Balance beginning of year 6,825 13,451 13,451
Effect of Change in accounting policies (3,471) - -
Restated total Intangible assets at the
beginning of the year 3,354 13,451 13,451
Addition - Subscribers acquisition cost - 1,235 393
Addition - mobile License 7 - -
Amortization charge (260) {(7,861) (4,820)
Balance end ¢! year 3,101 6,825 9,024
8.1  The National Fixed Wireless Services ("NFWS”) license was obtained on January 8, 2007.
Initial cost of BD 5,576,211 is amortized over the license period of 15 years.

Cmisatene

8.2 Additional frequency license was obtained on September 19, 2013. The initial cost of BD
956,700 is amortized over the license period of 15 years.

8.3 Other intangible assets are amortized over the contracted period.

8.4  The prior year balances related to subscribers acquisition cost consists of the subsidized
cost of inventory items sofd by the Company to its customers. These items are amortized
over the contracted subsidy perfod which ranges from 1 to 4 years.

With the adoption of IFRS 15 on January 1, 2018, the Company recognized the cumulative
effect of initially applying this standard as an adjustment to the opening balance of
retained earnings. Accordingly, the carrying amount of subscribers acquisition cost
amounting to BD 3.471 million, net of the carrying amount of lock devices which were
recognized as other assets, was transferred to retained earnings.
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ZAIN BAHRAIN B.S.C.
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION
PERIOD ENDED JUNE 30, 2018 - (UNAUDITED

8. ACCOUNTS PAYABLE AND OTHER LIABILITIES
June 30,
June 30, 2018 December 2017
(Unaudited) 31, 2017 (Unaudited)
BD'000 BD'G00 BD'000
Due to suppliers 3,326 4,972 4,305
Accrued expenses 10,048 11,838 9,829
Interconnection payable 3,432 4,092 4,635
Due to roaming partners, net 890 949 960
Accrued employees’ benefits 626 1,061 634
Subscriber deposits 22 24 34
Dividend payable 315 92 120
Due to related parties (Note 14) 7,086 7,496 9,515
Accrued Directors’ remuneration 130 223 162
Accrued interest payable 2 2 27
25,877 30,749 30,221
10. TERM_LOANS
June 30,
June 30, 2018 December 2017
{Unaudited) 31, 2017 {Unaudited)
BD'00O0 BD'000O BD'00O

Term loans from banks:
Current portion 938 1,875 4,830

Non-current portio.« - 938

938 1,875 5,768

In 2013, the Company obtained term loans from resident banks in the aggregate amount of BD
31 million for the purpose of financing the Company’s capital expenditures, including network
expansion and its working capital requirements and utilized BD 29.5 million (December 31,
2017: BD 29.5 million) In prior years. These loans are payable over 7 to 8 semi-annual
installments starting after one year from loan agreements’ dates and carry interest rate of three
month BIBOR + 2.25%, payable quarterly.

Settlements made during the period amounted to BD 0.937 million (December 31, 2017: BD
7.786 million).
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ZAIN BAHRAIN B.S.C.

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION
PERIOD ENDED JUNE 30, 2018 - (UNAUDITED)

11. REVENUE

This caption represents revenue from airtime, data, subscription, handsets, accessories and SIM
card starter pack sales, net of roaming expense. Revenue from sale of handsets, accessories and
other items amounts to BD 7.65 million (June 30, 2017: BD 6.606 miillion).

12, BASIC EARNINGS PER SHARE

Three month Three month Six month Six month
period ended period ended period ended period ended
June 30 June 30. June 30 June 30
2018 2017 2018 2017
BD 000 BD ‘000 BD ‘000 BD 000
Profit for the period 1,224 948 2,332 1,451
Weighted average number
of shares in issue (Restated) 368,883,000 368,883,000 368,883,000 368,883,000
per share per share per share per share
Basic and diluted earnings
per share 3 3 6 4

Basic and diluted earnings per share are same since the Company has not issued any

instrument that would have a diluting effect.

13. SEGMENT INFORMATION

The Company operates in telecommunication and related services business and its activities
are organized into three main business segments; mobile operation, fixed broadband
operation and trading of handseis and accessories. Management considers that these
business activities are not separate operating units. The Company carries out its activities in

the Kingdom of Bahrain.

14, RELATED PARTIES

Transactions with related parties mainly with Zain Group Holding S.P.C. inciuded in the
statement of profit or loss and other comprehensive income are as follows:

Three month Three month Six month Six month
period ended period ended period ended period ended
June 30 June 30 June 30, June 30
2018 2017 2018 2017
BD ‘000 BD 000 BD ‘000 BD ‘000
Office rent and maintenance costs 245 245 490 490
Site and outlet rent 4 12 8 25
894 1,133

Management fee 388 572
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ZAIN BAHRAIN B.S.C.

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

PERIOD ENDED JUNE 30, 2018 ~ (UNAUDITED)

14. RELATED PARTIES (CONTINUED)

Balances with related parties are as follows:

June 30, June 30,
2018 December 2017
(Unaudited) 31, 2017 (Unaudited)
BD'000 BD'00O BD'000
Due from related parties (Note 5)
Sudanese Mobile Telephone Company Ltd - 13 13
L Zain - South Sudan 1 1
Zain - Lebanon 1 1 1
1 15 15
Due fa related parties (Note 9}
Zain Group Holding-Bahrain S.P.C, 7,069 7,481 9,498
Zain - Jordan 17 15 17
7,086 7,496 9,515

business are not reported above.

Transactions and balances involving telecommunication services in the ordinary course of

Remuneration of Directors and other members of key management during the period were as

1 follows:
Three month Three month Six month Six month

: period ended period ended period ended period ended
t June 30, June 30, June 30 June 30,
. 2018 2017 2018 2017
BD ‘000 BD ‘000 BD ‘000 BD ‘000
1

Short term benefits 328 302 630 562

Other long term benefits 25 27 51 49

353 329 681 611

The above compensations were in the form of salaries, allowances and accrued bonus.
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ZAIN BAHRAIN B.S.C.
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION
PERIOD ENDED JUNE 30, 2018 — {UNAUDITED

15. CONTINGENT LIABILITIES AND COMMITMENTS

June 30, June 30,
2018 December 2017
(Unaudited) 31, 2017 (Unaudited)
BD'000 BD'000 BD'000
Contingent liabilities
Lefters of credit 1,885 1,885 1,132
Letters of guarantees 563 532 540
Capital Commitments
Capital expenditures 916 507 4,532
Commitments under operating leases
Within one year 4,192 4,555 3,609
From one to five years 12,308 10,417 9,169
Beyond five years 5,798 7,047 2,500
22,298 22,019 15,278

Other commitments outstanding at the reporting date amounted to BD 677 thousand
(December 31, 2017: BD 646 thousand).

16. COMPARATIVES

The comparative figures have been regrouped, where necessary, in order to conform to the
current year’s presentation. Such regrouping did not affect the previously reported profit for the

year or total equity.
17, RESTATEMENT OF PRIOZ YEA™S FIGURES

As part of the regulatory requirement, the Company entered into a Discretionary Portfolio
Management Agreement with a third party market maker from the effective listing date. By virtue
of the agreement, the market maker executes buy and sell orders at its sole discretion to achieve
price stabilization of the Company’s shares and to facilitate the trading of shares against a
management fee. The amount invested was included in portfolioc under management prior year
financial statements. In the current period, the cost of shares purchased was reclassified as
treasury shares by restating the prior year financial statements. The total number of treasury
shares held by the Company as at June 30, 2018 is 4,116,990. (December 31, 2017: 4,116,990).
The effect of the restatement on the financial statements is summarized below.

31-Dec-17 1-Jan-17

Previously Previously

Reported Restated Reported Restated

Amounts Amounts Amounts Amounts

8D 000 BD ‘000 BD ‘000 BD ‘000
Assets
Portfolio under management 912 - 912 -
Equity
Retained earnings 16,750 16,800 14,715 14,744
Treasury shares - (754) - (754)
Treasury shares reserve - (&) - {6)

16,750 16,040 14,715 13,984




