PROSPECTUS

Zain Bahrain B.S.C. (c)

A closed joint stock company incorporated under the laws of the Kingdom of Bahrain with Commercial Registration number: 50603
Offering Period: 2 September 2014 to 16 September 2014

Zain Bahrain B.S.C. (c) (“Zain Bahrain"” or the “Company” or the “Issuer”), was founded as a closed joint stock company in the Kingdom of Bahrain with
commercial registration number 50603 on 19 April 2003. The current issued share capital of the Company is BHD 32,000,000 divided into 32,000,000
shares of BHD 1 each. Under the laws of the Kingdom of Bahrain, ordinary shares in a closed joint stock company may not be sold in a public offering
and therefore the Company has applied to the Ministry of Industry & Commerce to convert to a public joint stock company (“Conversion”). Upon
Conversion, any reference to “Zain Bahrain” or the “Company” herein will refer to the Company as a public joint stock company and any reference to
"Ordinary Shares” will be to the ordinary shares of Zain Bahrain as a public joint stock company. Pursuant to a resolution of an Extraordinary General
Meeting of the Company held on 28 July 2013, the authorised share capital of the Company was resolved to be increased from BHD 32,000,000 to BHD
36,800,000 divided into 368,000,000 ordinary shares of 100 fils each (the “Shares”). The Initial Public Offering (the "Offering”) of 48,000,000 new Shares
(the "Offer Shares”) with a fully paid nominal value of 100 fils each and at a price of BHD 0.190 per Share “"Offer Price”, which is equivalent to 15%
of the Company’s issued share capital immediately prior to the Offering, is directed at institutional and retail investors in the Kingdom of Bahrain and
institutional investors in the wider GCC. The Offer Price represents a premium of 90 fils per share (premium of 90% over the nominal value).

The proceeds from the Offering, after deducting the Offering expenses (the “Net Proceeds”), will be retained in the Company (see “Use of Proceeds”
in section 3). The Underwriter has committed to fully underwrite the Offering (see section 12.2.1, “The Underwriting Agreement”).

The Offering will commence on 2 September 2014 and will remain open for a period of 15 calendar days up to and including 16 September 2014 (the
"Offering Period"). The Offer Share may be subscribed to through branches (“Approved Branches”) of the receiving bank (the “Receiving Bank")
during the Offering Period (see section 14, “Subscription Terms and Conditions”).

An Applicant (each an "Applicant” and collectively the “Applicants”) is deemed to be an Institutional Applicant if it subscribes for a minimum of
100,001 Ordinary Shares. An Applicant is deemed to be a Retail Applicant if it subscribes for less than or equal to 100,000 Ordinary Shares. If the total
number of Ordinary Shares applied for by Eligible Applicants is less than or equal to the number of Offer Shares offered, all Eligible Applicants will
be allotted the number of Ordinary Shares they have applied for. If the total number of Ordinary Shares applied for by Eligible Applicants exceeds
the number of Offer Shares offered then an Eligible Applicant may be allotted less than the number of Ordinary Shares it applied for (see “Applicant
Categories and Allotment Basis” in section 3.) Excess subscription monies, if any, will be refunded to the Applicants without any charge or withholding
by the Receiving Bank. Notification of the final allotment and refund of subscription monies, if any, will be made by 30 September 2014 (see section
14, "Subscription Terms and Conditions”). NO EQUITY SECURITIES SHALL BE ALLOTTED ON THE BASIS OF THE PROSPECTUS LATER THAN 3
MONTHS AFTER THE DATE OF REGISTRATION OF THE PROSPECTUS BY THE CENTRAL BANK OF BAHRAIN (“CBB").

The Company has one class of shares. Each Share entitles the holder to one vote, and each shareholder (a “Shareholder”) has the right to attend
and vote at a General Assembly. No Shareholder benefits from any preferential voting rights. The Offer Shares will entitle holders to receive dividends
declared by the Company after the approval of the Offering by the CBB and for subsequent fiscal years (see section 11.5.1 “Dividend Policy”). Currently,
no public market exists for the Ordinary Shares. The Company has applied to the CBB for all of the Ordinary Shares in the Offering to be admitted to
trading on the Bahrain Bourse under the symbol “ZAINBH". The Ordinary Shares shall be registered under ISIN code BH000421H8%6.

A COPY OF THIS PROSPECTUS HAS BEEN SUBMITTED AND REGISTERED BY THE CBB. REGISTRATION OF THE PROSPECTUS BY THE CBB DOES
NOT IMPLY THAT THE CBB LAW, OR ANY OTHER LEGAL OR REGULATORY REQUIREMENT, HAS BEEN COMPLIED WITH. THE CBB HAS NOT,
IN ANY WAY, CONSIDERED THE MERITS OF THE EQUITY SECURITIES BEING OFFERED FOR INVESTMENT. THIS DOCUMENT IS IMPORTANT.
IF YOU ARE IN ANY DOUBT AS TO THE ACTION YOU SHOULD TAKE, YOU SHOULD CONSULT YOUR LEGAL, FINANCIAL, TAX, OR OTHER
PROFESSIONAL ADVISOR. AN INVESTMENT IN THE ORDINARY SHARES INVOLVES RISKS. SEE “RISK FACTORS" IN SECTION 13.2.

The Offering does not constitute an offer to sell or issue, or solicitation of an offer to buy, securities in any jurisdiction in which such offer or solicitation
would be unlawful. For a description of these and certain further restrictions on transfers of the Ordinary Shares, see section 14, “Subscription Terms
and Conditions”.
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THE CENTRAL BANK OF BAHRAIN AND THE BAHRAIN BOURSE ASSUME NO RESPONSIBILITY FOR THE ACCURACY AND COMPLETENESS
OF THE STATEMENTS AND INFORMATION CONTAINED IN THIS DOCUMENT AND EXPRESSLY DISCLAIM ANY LIABILITY WHATSOEVER FOR
ANY LOSS, HOWSOEVER ARISING FROM RELIANCE UPON THE WHOLE OR ANY PART OF THE CONTENTS OF THIS DOCUMENT.

The date of registration of this Prospectus is 20 July 2014



Directors’ Responsibility Statement

THE DIRECTORS OF THE COMPANY, WHOSE NAMES APPEAR HEREIN, ACCEPT RESPONSIBILITY FOR THE
INFORMATION CONTAINED IN THIS DOCUMENT. TO THE BEST OF THE KNOWLEDGE AND BELIEF OF THE
DIRECTORS, WHO HAVE TAKEN ALL REASONABLE CARE TO ENSURE THAT SUCH IS THE CASE, THE INFORMATION
CONTAINED IN THIS DOCUMENT IS IN ACCORDANCE WITH THE FACTS AND CONTAINS NO OMISSIONS LIKELY
TO AFFECT THE IMPORTANCE AND COMPLETENESS OF THE DOCUMENT.
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Important Notice

This Prospectus is delivered on behalf of Zain Bahrain, by Gulf International Bank B.S.C. (“GIB” or the “Lead Manager”)
and Watani Investment Company K.S.C.C. (“NBK Capital” or the “Co-Manager”), who are collectively referred to in this
Prospectus as the “Issue Managers”.

No person has been authorised to make any representations or give any information with respect to Zain Bahrain or the
Initial Public Offering of its equity securities except the information contained in this Prospectus. Any representation or
information not contained in this Prospectus with respect to Zain Bahrain or the Offering must not be relied upon as
having been authorised by the Directors of Zain Bahrain, the Lead Manager or the Co-Manager. This Prospectus does not
constitute an offer to sell or issue or a solicitation of an offer to buy the equity securities in any jurisdiction to any person to
whom it is unlawful to make such offer or solicitation in such jurisdiction.

This Prospectus includes details given in compliance with the CBB Law, rules and regulations. The Directors, whose names
appear in this Prospectus, collectively and individually confirm, having made all reasonable enquiries, that to the best
of their knowledge and belief the information contained in this Prospectus is accurate and complete and that there are
no other facts or omissions which, if disclosed, would render any statement in this Prospectus materially misleading.
Substantial portions of the market and industry information in this Prospectus are derived from the management analysis
as well as external sources. The market and industry information contained in this Prospectus has not been independently
verified and no representation is made with respect to the accuracy or completeness of any of this information.

While Zain Bahrain and its Directors have made all reasonable enquiries as to the accuracy and completeness of the
information contained in this Prospectus, such information is subject to change. In particular, the actual financial position of
Zain Bahrain and the value of the equity securities may be adversely affected by future developments in inflation, interest
rates, taxation, or other economic, political and other factors, over which Zain Bahrain and its Directors have no control.
Neither the delivery of this Prospectus, nor any oral, written, or printed communication in relation to the equity securities
offered is intended to be, or should be construed as or relied upon in any way, as a promise or representation as to future
earnings, results or events.

Zain Bahrain has appointed GIB as the Lead Manager and Underwriter. As part of the appointment, GIB has undertaken to
carry out due diligence in respect of the Offer and the Issuer. The Lead Manager has made all reasonable enquiries, and
to the best of its knowledge and belief, confirms that there is no false or misleading statement contained in, or material
omission from, the information that is included in this Prospectus. In addition to the Lead Manager, Zain Bahrain has
appointed Trowers & Hamlins to act as the legal adviser to organise and assist with the legal verification exercise of the
information pertaining to Zain Bahrain in this Prospectus, and Zu'bi & Partners Attorneys & Legal Consultants to advise on
relevant Bahrain law matters and requirements with respect to the Prospectus, Offering and Conversion. The requisite due
diligence exercises have been duly completed by all the advisors in accordance with applicable standards.

None of the Directors, their respective officers, agents, employees, the Issue Managers, nor any of the external independent
advisor(s) assume any liability for any representation or warranty (express or implied) enclosed within, or omitted from this
Prospectus, or any other written or verbal information transmitted to the recipient (or any of their advisors), in the course of
the recipient’s assessment of any proposed investment.

Each Applicant may, prior to the submission of its application form, ask questions and seek clarification from the Lead
Manager and/or the Co-Manager concerning Zain Bahrain and this Offering. Answers to such questions and clarification
will be provided by the Lead Manager and/or the Co-Manager to the extent that they possess or can acquire the requisite
information without unreasonable effort or expense. The contents of this Prospectus should not be treated as investment,
tax, or legal advice by an Applicant. All Applicants should make their own investigation and evaluation of the opportunity
to invest in Zain Bahrain, and should seek to consult their own advisors concerning the evaluation of the risks of the
investment and its suitability for their individual financial and risk preferences. Prior to making an investment decision, each
recipient of this Prospectus is responsible for obtaining independent professional advice in relation to the Offering and
for considering the appropriateness of the information contained in this Prospectus with regard to individual objectives,
financial situations and needs.

The Prospectus is not to be regarded as a recommendation on the part of Zain Bahrain, the Directors or any of their
advisors to participate in the Offering. Moreover, information provided in this Prospectus is of a general nature and has
been prepared without taking into account individual investment objectives, financial situations or particular investment
needs.

The Offering is only being made to, and is only capable of acceptance by, Applicants fulfilling the subscription application
requirements. The distribution of this Prospectus and the sale and issue of equity securities offered in a jurisdiction may
be restricted by law and therefore persons into whose possession this Prospectus comes should inform themselves about,
and observe all such restrictions. Any failure to comply with such restrictions may constitute a violation of the securities law
of that jurisdiction. This Prospectus does not constitute an offer to sell or issue, or to solicit an offer to buy or for the supply
of equity securities in any jurisdiction in which such offer or solicitation is unlawful.

Zain Bahrain, the Directors, the Lead Manager, the Co-Manager and other advisors require recipients of this Prospectus to
inform themselves about and observe all such restrictions. Zain Bahrain and the Directors reserve the right to terminate, at
any time, the further participation of any party in the Offering.
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Forward Looking Statements

The statements contained in this Prospectus that are not historical facts are “forward-looking statements”. The terms
“plans”, “estimates”, “believes”, "expects”, “may”, “will", “should”, “are expected”, “will be", "anticipates” or the
negative or other variation of such terms or comparable terminology are intended to identify a number of these forward-
looking statements.

These forward-looking statements reflect the current views of Zain Bahrain and its Directors with respect to prospective
events, and are not a guarantee of future performance. Many factors could cause the actual performance, achievements, or
results of Zain Bahrain to be significantly different from any prospective performance, achievements or results that may be
expressed or implied by such forward-looking statements. Some of the risks and factors that could have such an effect are
described in more detail in other sections of this Prospectus (see section 13, “Risk Factors and Investment Considerations”.)

Should any one or more of the risks or uncertainties materialise or any underlying assumptions prove to be inaccurate or
incorrect, actual results may vary materially from those described in this Prospectus as anticipated, believed, estimated or
expected. As a result of these and other risks, the forward looking events and circumstances discussed in this Prospectus
might not occur in the way Zain Bahrain expects, or at all. Applicants should consider all forward-looking statements in light
of these explanations and should not place undue reliance on forward-looking statements.

Copies of this Prospectus may be obtained from the Issue Managers, the Receiving Bank, the Underwriter and the Central
Registry and Depository.

General Risk Statement

An investment in equity securities involves risk. Prospective investors should consider carefully, together with all
other information contained in this Prospectus, the principal risk factors in section 13, “Risk Factors and Investment
Considerations”, before deciding to invest in equity securities.

Prospective investors should not place undue reliance on any information contained in published news reports, in particular,
any financial projections, valuations or other forward-looking information. Prospective investors should not only rely on
the information included in this Prospectus and the documents referred to in it or available for inspection to make their
investment decision.

Prospective investors should seek professional advice from their relevant advisors regarding their prospective investment
in the context of their particular circumstances.

For more information about the risks involved in an investment in the Ordinary Shares, see section 13.2, “Risk Factors.”
Important factors could cause the Company’s actual results, performance or achievement to differ materially from plans,
objectives, expectations, estimates and intentions expressed in such forward-looking statements. These factors include,
but are not limited to:

e Inflation, interest rate, and exchange rate fluctuations;

* The effects of, and changes in, the policies of the Government of Bahrain;

e The effects of competition in the business areas in which the Company operates;

e The effects of changes in laws, regulations, taxation or accounting standards or practices;
e The Company's ability to increase market share for its products and to control expenses;

e The Company’s ability to leverage the support of its Parent Company, Mobile Telecommunications Company K.S.C.,
in the management and operations of the Company as well as access to the Parent Company’s intellectual property
including its brand;

* Changes in the efficiency and effectiveness of the technology utilized by the Company; and

e The Company's success at managing the risks of the aforementioned factors.
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Applicants Identification and Anti-Money Laundering Requirements

Zain Bahrain, the Lead Manager and the Receiving Bank reserve the absolute right to require further verification of the
identity of each Applicant, or that of the person or entity who is applying on behalf of the Applicant for the purchase of
equity securities.

Each Applicant will provide satisfactory evidence of identity and, if so required, the source of its funds no later than the
Subscription Closing Date. Pending the provision of such evidence, an application to subscribe for equity securities will
be postponed.

If an Applicant fails to provide satisfactory evidence within the time specified, or if an Applicant provides evidence which is
not to the Receiving Bank’s satisfaction, the application may be rejected immediately, in which event any money received
from the Applicant will be returned to the Applicant, without any addition and at the risk and expense of the Applicant.

In respect of any Bahraini investors, the Issuer will comply with Bahrain Legislative Decree No. 4/2001 with respect to
Prohibition and Combating of Money Laundering and Various Ministerial Orders issued thereunder including, but not
limited to, Ministerial Orders No. (7) of 2001 with respect to Institutions’ Obligations Concerning the Prohibition and
Combating of Money Laundering, in addition to complying with the relevant provisions of the Anti-Money Laundering and
Combating Financial Crime Module of the CBB Rulebook, Volume 6.

Zain Bahrain will also comply with international anti-money laundering requirements as existing from time-to-time. Under
the above regulatory requirements Zain Bahrain may be obliged to report certain information to regulatory agencies.

Notices to Certain Investors

Each Applicant must comply with all applicable laws and regulations in force in each jurisdiction in which it purchases, offers
or sells such Ordinary Shares or possesses this Prospectus, and it must obtain any consent, approval or permission required
for the purchase, offer or sale by it of such Ordinary Shares under the laws and regulations in force in any jurisdiction
to which it is subject or in which it makes such purchases, offers or sales. The Company is not, and none of the Issue
Managers is, responsible for ensuring that Applicants comply with all applicable laws and regulations or the obtaining of
any consents, approvals or permissions. A prospective purchaser may not deliver or distribute this Prospectus to any other
person in any form.

Notice to Prospective Investors in the DIFC and the UAE

The Ordinary Shares may not be, are not and will not be sold, issued, subscribed for, transferred or delivered, directly or
indirectly, to any person in the Dubai International Financial Centre (the "DIFC") who is not a professional client within
the meaning of the Conduct of Business Module of the rules of the Dubai Financial Services Authority (the “DFSA”) or a
"Professional Investor” within the meaning of the Offered Securities Rules of the DFSA.

The DFSA and the DIFC assume no responsibility for the contents of this Prospectus, make no representation as to the
accuracy or completeness of the information included in this Prospectus, and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon any part of the content of this Prospectus.

The Ordinary Shares may not be, are not and will not be issued, sold, subscribed for, transferred or delivered directly or
indirectly to any person in the UAE other than in compliance with the laws of the UAE governing the issue, sale, subscription
for, transfer and delivery of securities.

The Central Bank of the United Arab Emirates and the Emirates Securities and Commodities Authority assume no
responsibility for the contents of this Prospectus, make no representation as to the accuracy or completeness of the
information included in this Prospectus, and expressly disclaim any liability whatsoever for any loss howsoever arising from
or in reliance upon any part of the content of this Prospectus.

The Company, the Issue Managers and the Receiving Bank are not, by distributing this Prospectus, advising individuals who
are resident in the UAE (including the DIFC) as to the appropriateness of investing in or purchasing or selling securities or
other financial products. Nothing contained in this Prospectus is intended to constitute investment, legal, tax, accounting
or other professional advice in, or in respect of, the UAE (including the DIFC).
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Notice to Prospective Investors in the State of Qatar

By receiving this Prospectus, the person or entity to whom it has been provided understands, acknowledges and agrees
that: (i) neither this Prospectus nor the Ordinary Shares have been registered, considered, authorised or approved by the
Qatar Central Bank, the Qatar Financial Markets Authority, the Qatar Financial Centre Regulatory Authority or any other
authority or agency in the State of Qatar; and (i) none of the Company or the Issue Managers has been authorised or
licensed by the Qatar Central Bank, the Qatar Financial Markets Authority, the Qatar Financial Centre Regulatory Authority,
or any other authority or agency in the State of Qatar, to market, issue or sell the Ordinary Shares within the State of Qatar.
The Qatar Central Bank, the Qatar Financial Markets Authority and the Qatar Financial Centre Regulatory Authority assume
no responsibility for the contents of this Prospectus, make no representation as to the accuracy or completeness of the
information included in this Prospectus, and expressly disclaim any liability whatsoever for any loss howsoever arising from
or in reliance upon any part of the content of this Prospectus.

The Company, the Issue Managers and the Receiving Bank are not, by distributing this Prospectus, advising individuals
resident in the State of Qatar as to the appropriateness of investing in or purchasing or selling securities or other financial
products. Nothing contained in this Prospectus is intended to constitute investment, legal, tax, accounting or other
professional advice in, or in respect of, the State of Qatar.

The Ordinary Shares may not be, have not been and are not being issued, sold, subscribed for, transferred or delivered
directly or indirectly to any person in the State of Qatar other than in compliance with the laws of the State of Qatar
governing the issue, sale, subscription for, transfer and delivery of securities.

Notice to Prospective Investors in the Kingdom of Saudi Arabia

This Prospectus may not be distributed in the Kingdom of Saudi Arabia except to such persons as are permitted under
the Offers of Securities Regulations issued by the Capital Market Authority of the Kingdom of Saudi Arabia (the “Capital
Market Authority”).

The Capital Market Authority does not make any representations as to the accuracy or completeness of this Prospectus,
and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this
Prospectus. Prospective purchasers of the securities offered hereby should conduct their own due diligence on the accuracy
of the information relating to the securities. If a prospective purchaser does not understand the contents of this Prospectus
he or she should consult an authorised financial adviser.

Notice to Prospective Investors in the Sultanate of Oman

The Ordinary Shares may not be, are not and will not be issued, sold, subscribed for, transferred or delivered directly
or indirectly to any person in the Sultanate of Oman other than in compliance with the laws of the Sultanate of Oman
governing the issue, sale, subscription for, transfer and delivery of securities.

The Central Bank of Oman and the Oman Capital Market Authority assume no responsibility for the contents of this
Prospectus, make no representation as to the accuracy or completeness of the information included in this Prospectus, and
expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon any part of the content
of this Prospectus.

The Company, the Issue Managers and the Receiving Bank are not, by distributing this Prospectus, advising individuals
resident in the Sultanate of Oman as to the appropriateness of investing in or purchasing or selling securities or other
financial products. Nothing contained in this Prospectus is intended to constitute investment, legal, tax, accounting or
other professional advice in, or in respect of, the Sultanate of Oman.
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Selling Restrictions

No action has been taken or will be taken in any jurisdiction, other than in the Kingdom of Bahrain in relation to the Retail
Offering, that would permit a public offering of the Ordinary Shares in any country or jurisdiction where action for that
purpose is required.

United States

The Shares have not been, and will not be, registered under the U.S. Securities Act of 1933, as amended (the “U.S. Securities
Act”) and may not be issued, offered or sold within the United States or to, or for the account or benefit of, U.S. persons
except in certain transactions exempt from the registration requirements of the U.S. Securities Act. Terms used in this
paragraph have the meanings given to them by Regulation S under the U.S. Securities Act.

The Issue Managers have agreed that they will not offer or sell the Shares (i) as part of their distribution at any time or (i)
otherwise until 40 days after the later of the commencement of the Offer and the closing date of the Offer, within the United
States. Nor will they offer or sell the Shares to, or for the account or benefit of, U.S. persons. The Issue Managers will send
to each dealer responsible for selling Shares during the distribution compliance period, a confirmation or other notice,
setting out the restrictions on offers and sales of the Shares within the United States or to, or for the account or benefit of,
U.S. persons. Terms used in this paragraph have the meanings given to them by Regulation S of the U.S. Securities Act.

The Shares are being issued, offered and sold outside of the United States to non-U.S. persons in reliance on Regulation
S of the U.S. Securities Act.

DIFC

The Ordinary Shares may not be, are not and will not be issued, sold, subscribed for, transferred or delivered, directly or
indirectly, to any person in the DIFC who is not a Professional Client within the meaning of the Conduct of Business Module
of the Rules of the DFSA or a Professional Investor within the meaning of the Offered Securities Rules of the DFSA.

UAE

The Ordinary Shares may not be, have not been and are not being issued, sold, subscribed for, transferred or delivered in
the UAE other than in compliance with the laws of the UAE governing the issue, sale, subscription for, transfer and delivery
of securities.

The State of Kuwait

The Shares described in this Prospectus have not been, and are not being, publicly offered, issued, sold, promoted or
advertised in the State of Kuwait other than in compliance with the laws of the State of Kuwait governing the issue, offering
and sale of securities. Further, this document does not constitute a public offer of securities in the State of Kuwait and is
not intended to be a public offer.

The Sultanate of Oman

The Ordinary Shares may not be, have not been and are not being issued, sold, subscribed for, transferred or delivered
in the Sultanate of Oman other than in compliance with the laws of the Sultanate of Oman governing the issue, sale,
subscription for, transfer and delivery of securities.

The State of Qatar

The Ordinary Shares have not been offered, issued, sold or delivered, and will not be offered, issued, sold or delivered at
any time, directly or indirectly, in the State of Qatar in a manner that would constitute a public offering. This Prospectus
has not been reviewed, approved or registered with the Qatari Central Bank, the Qatar Financial Markets Authority, the
Qatar Financial Centre Regulatory Authority or any other relevant Qatari regulatory body, whether under Law No. 25/2002
concerning investment funds, Central Bank Resolution No. 15/1997, as amended, or any associated regulations.

Kingdom of Saudi Arabia

Any investor in the Kingdom of Saudi Arabia or who is a Saudi person (a “Saudi Investor”) who acquires Ordinary Shares
pursuant to this Offering should note that the offer of Ordinary Shares is a limited offer under Article 11 of the “Offer
of Securities Regulations” as issued by the Board of the Capital Market Authority resolution number 2/11/2004 dated 4
October 2004 and amended by the Board of the Capital Market Authority resolution number 1/28/2008 dated 18 August
2008 (the "KSA Regulations”). The offer of Ordinary Shares will not be directed at more than 60 Saudi Investors (excluding
"Sophisticated Investors” (as defined in Article 10 of the KSA Regulations)) and the minimum amount payable per Saudi
Investor will be not less than Saudi Riyal (SR) 1 million or an equivalent amount.

The offer of Ordinary Shares shall not therefore constitute a “public offer” pursuant to the KSA Regulations, but is subject
to the restrictions on secondary market activity under Article 17 of the KSA Regulations. Any Saudi Investor who has
acquired Ordinary Shares pursuant to a limited offer may not offer or sell those Ordinary Shares to any person unless the
offer or sale is made through an authorised person appropriately licensed by the Capital Market Authority and: (a) the
Ordinary Shares are offered or sold to a Sophisticated Investor; or (b) the price to be paid for the Ordinary Shares in any one
transaction is equal to or exceeds SR 1 million or an equivalent amount; or (c) the offer or sale is otherwise in compliance
with Article 17 of the KSA Regulations.
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1  Glossary/Definitions

2G

2.5G

3G

3.5G

4G or 4G LTE

AED

AGM

Allotment

Allotment Date

Allotment Notice(s)

Allotted Shares
AMPU

App

Apple
Applicant

Approved Branch

ARPU

AUB

Audit Committee

Audited Financial
Statements

Bahrain
Banking Hours

Batelco

Second Generation Mobile Technology

Technology that is an enhancement of 2G allowing higher data speeds than basic 2G
Third Generation Mobile Technology

Technology that is an enhancement of 3G allowing higher data speeds than basic 3G
See below the reference to LTE

United Arab Emirates Dirham, the lawful currency of the United Arab Emirates
Annual General Meeting

The act of distributing shares in the Zain Bahrain IPO by apportioning according to the
approved plan set out in this Prospectus

Tuesday, 23 September 2014, which is the day when the Allotment of Ordinary Shares will
be finalised

A notice informing Eligible Applicants of their respective Allotments

Ordinary Shares allocated to Eligible Applicants based on the Allotment

Average Margin Per User

Application software on a mobile device

Apple Inc., developer and supplier of smartphones, tablet computers and other devices
An eligible person or entity who applies for Ordinary Shares through the Offering

Designated branch of the Receiving Bank appointed to receive the completed
Subscription Application Forms

Average Revenue per User, defined for any period of time as the revenue for the period
divided by the average number of subscribers during the period divided by the number
of months in the period

Ahli United Bank

One of the Board Committees to be established by the Board, which shall be responsible
for overseeing the financial, risk management and internal controls aspects of the
Company's operations

Financial statements for the five financial years ended 31 December 2009, 31 December
2010, 31 December 2011, 31 December 2012, and 31 December 2013

The Kingdom of Bahrain
The working hours of the Approved Branches as set out in section 14.4

Bahrain Telecommunications Company B.S.C.
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Batelco Reference Offer

BBK

BHD or Bahraini Dinars
BIBOR

BlackBerry

Blife
Board

Board Committees

BS, B.S., BSc or B.Sc.
BSC or B.S.C.

BSC(c) or B.S.C.(c)
BSS

Business Day(s)
CAGR

Calendar Day (Day)
CAPEX

CBB

CBB Law

CBB Rulebook

CBIO

Central Depository and
Central Registry

CEO
CG-Framework
Chairman

CMSD

An offer prepared by Batelco and approved by the TRA, that combines the Reference
Interconnection Offer and the Reference Access Offer that Batelco is required to publish
in accordance with the Telecommunications Law.

A commercial bank headquartered in Bahrain and licensed by the CBB, formerly known
as Bank of Bahrain and Kuwait B.S.C.

Bahraini Dinars, the lawful currency of the Kingdom of Bahrain
Bahrain Inter-Bank Offered Rate

BlackBerry Ltd, a company based in Canada, or the set of mobile communications
devices and applications developed and supplied by this company

A Post-paid mobile solution offered by Zain Bahrain for corporate clients
Board of Directors of the Company

Audit Committee, Nomination and Remuneration Committee, or any combination
thereof and any other committees that may be formed by the Board and designated as
Board Committees

Bachelor of Science degree

Bahraini Shareholding Company

Bahraini Shareholding Company (Closed)

Business Support Systems

Any day in the year that is not a weekend day or a public holiday in Bahrain
Compound Annual Growth Rate

Any day in the year, including all weekends and public holidays

Capital Expenditure

Central Bank of Bahrain

The Central Bank of Bahrain and Financial Institutions Law of 2006, promulgated on é
September 2006 with the issuance of Decree No. (64) of 2006

A seven-volume book of regulations published by the Central Bank of Bahrain, covering
capital markets, banking licences, investment undertaking amongst other items.

Charging-and-Billing-In-One

Bahrain Bourse, acting as central depository and central registry

Chief Executive Officer
Corporate Governance Framework
Chairman of the Board of the Company

Capital Markets Supervision Directorate of the Central Bank of Bahrain
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COGS

Co-Manager

Commencement of
Trading

Commencement of
Trading Date

Commercial Companies
Law

Commercial Launch
Date

Company

Conversion

Core Sites

Corporate Governance
Code

Corporate Governance
Framework

CRM
CSSR

Customer

CWIP

DCF

Dec

Deloitte

Depository Account
DFSA

DIFC

Directors

Distribution of Refunds
Date

Cost of Goods Sold

Watani Investment Company K.S.C.C. (“NBK Capital”), forming part of the Issue
Managers

Commencement of trading of the Shares on the Bahrain Bourse

A date announced by Bahrain Bourse, on which the trading in Ordinary Shares will
commence

The Commercial Companies Law 2001 of the Kingdom of Bahrain, promulgated by
Legislative Decree No. 21/2001

28 December 2003

Zain Bahrain B.S.C.(c)

The conversion of the Company from a closed joint stock company into a public joint
stock company

The two Zain Bahrain technical buildings located at Tubli and Sanad districts in Bahrain

Code of Corporate Governance issued by the MolC in respect of corporate entities in the
Kingdom of Bahrain

The Company's Corporate Governance Framework, which shall be based on the
principles of (i) accountability, (ii) fairness and (jii) transparency, prepared in accordance
with the “Central Bank of Bahrain Rulebook — Volume 6: Capital Markets” issued by
the CBB, the “Corporate Governance Code” issued by the MolC, the “Disclosure
Standards” issued by the CBB, and the “Commercial Companies Law” issued by the
MolC

Customer Relationship Management
Corporate Sustainability and Social Responsibility

An individual or institution subscribing to voice, data or messaging services provided,
under licence, by the Company

Capital work in progress

Discounted Cash Flow

The month of December

Deloitte and Touche — Middle East

A Central Securities Depository account with the Bahrain Bourse
Dubai Financial Services Authority

Dubai International Financial Centre

Members of the Board of Directors of Zain Bahrain

Tuesday, 30 September 2014, which is the date when the Receiving Bank will pay to the
Company in BHD the Gross Proceeds of the Offering and refund the Applicants with any
excess Subscription Funds (in case of over-subscription)
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Dividend Pay-Out Ratio

Dividend Yield
DMO
EasyTalk

EBITDA

Economic Development

Board

EDGE
EGM

e-Go

e-Government

Eligible Applicant

Ericsson

Euro

EV

EVD

External Auditor
fils

Fixed Wireless
Founders

FUN

FY

G&A

The dividend paid divided by net earnings during the year

The dividend paid divided by total equity

Distribution, Marketing and Operating (expenses)

A mobile Prepaid price plan offered by the Company to Customers
Earnings Before Interest, Tax, Depreciation and Amortisation

A governmental agency with overall responsibility for attracting inward investment into
the Kingdom of Bahrain and supporting initiatives that help enhance the investment
climate in the country

Enhanced Data Rates for GSM Evolution, part of 2G technology
Extraordinary General Meeting

A Zain-branded USB-based data transmission device which incorporates a data SIM
provided by Zain

A suite of services provided by government agencies to the population via on-line portals
(websites)

An Applicant from any nationality subscribing for Offer Shares in the Offering, provided
that the legislation of the country of the Applicant’s citizenship, residence or domicile
permits the Applicant to do so, who satisfies the subscription terms and conditions, and
who has the ability to evaluate and bear the risk of investing in the Company. It is the
responsibility of each Applicant to establish his/her eligibility and suitability to purchase
Shares through this Offering. The Founders, including their subsidiaries, associates,
affiliates, parent companies or Zain Bahrain's related parties are not allowed to subscribe
in this issue and hence do not qualify as Eligible Applicants. Such restriction shall not
apply to Zain Bahrain's employees, who are qualified to subscribe for the Offer Shares
in accordance with the terms and conditions of the Offering. The employees will be
subject to the requirements and restrictions imposed by the Bahrain Bourse including
the requirement that such employees shall not be considered part of the 100 minimum
number of Shareholders required for the listing of the Company on the Bahrain Bourse

Ericsson AB (Sweden), network equipment supplier

The lawful currency of the adopting member countries of the European Union
Enterprise Value

Electronic Voucher Distribution

External Auditor of the Company

The 1000-unit sub-division of each Bahraini Dinar

National Fixed Wireless Services

All Shareholders of the Company prior to this Offering

“Future University Network”, a training and development programme of Zain Bahrain for
the youth

Fiscal year

General and Administration (expenses)
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GCC

GDP
General Assembly

General Director

General Manager
GHz
Government

Gross Proceeds

GPRS
GSM

HD Voice

Hewar

Historical Period

Home Broadband

HSDPA
HSPA

HSPA+
HSUPA

Huawei

Hz
IAS

IBAN

ICT

IEEE802.16d /
IEEE802.16e

The Gulf Co-operation Council comprising the Kingdom of Bahrain, the State of Kuwait,
the Sultanate of Oman, the State of Qatar, the Kingdom of Saudi Arabia, and the United
Arab Emirates

Gross Domestic Product
An annual, ordinary or extraordinary meeting of the Shareholders

General Director of the Telecommunications Regulatory Authority, appointed in
accordance with the provisions of Article 8 of the Telecommunications Law;

General Manager of the Company
Giga-Hertz, equal to 1,000,000,000 Hz
Government of the Kingdom of Bahrain

An amount equal to the Offer Price multiplied by the number of Offer Shares allotted to
Applicants

General Packet Radio Services, part of 2G technology
Global System for Mobile Communications, part of 2G technology

High-definition voice, referring to the next generation of voice quality for telephony
audio, resulting in significantly improved voice clarity compared to standard telephony

A set of mobile Post-paid price plans offered by the Company to Customers

The period extending from 1 January 2009 to 31 March 2014. This period covers the
financial years ending 31 December 2009, December 2010, 31 December 2011, 31
December 2012, and 31 December 2013, and the three-month period ended 31 March
2014

A portfolio of fixed internet services bundled with voice (telephone) services, directed at
residential customers

High Speed Downlink Packet Access, part of 3G technology
High Speed Packet Access, part of 3G technology

An advanced version of HSPA, part of 3G technology

High Speed Uplink Packet Access, part of 3G technology

Huawei Technologies Company Ltd., a vendor of technology products based in the
People’s Republic of China

Hertz, unit of frequency
International Accounting Standards

International Bank Account Number, an internationally agreed means of identifying bank
accounts across national borders

Information and Communication Technology

Two technical standards developed by the Institute of Electrical and Electronics
Engineers (IEEE), forming the basis of two variants of the WiMAX technology
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IFRS
IMTL
IN

INCOTERMS

Independent Director

Individual Mobile
Telecommunications
Licence

Initial Public Offering

Institutional Applicant
Institutional Offering

Investor Number

Investor Number Fee or
IN Fee

iOS

IPO

ISA

International Financial Reporting Standards
Individual Mobile Telecommunications Licence
Investor Number

International commercial terms which are a series of pre-defined commercial terms
published by the International Chamber of Commerce (ICC) that are widely used in
international commercial transactions or procurement processes

A Director of the Company:

whom the Board specifically determines has no material relationship which could affect
his independence of judgment, taking into account all known facts;

who, or whose family members who are also Shareholders either separately or together
with him/her or each other, does not have any material pecuniary relationships or
transactions with the Company and in particular who, during the one year preceding the
time in question met all the following conditions:

was not an employee of the Company and did not make to, or receive from, the
Company payments of more than BHD 31,000 or equivalent;

did not own more than a 5% share or other ownership interest, directly or indirectly, in an
entity that made to or received from the Company payments of more than such amount;

did not act as a general partner, manager, director or officer of a partnership or Company
that made to or received from the Company payments of more than such amount;

did not have any significant contractual or business relationship with the Company which
could be seen to materially interfere with the person’s capacity to act in an independent
manner;

did not own directly or indirectly 5% or more of the shares of any type or class of the
Company;

was not engaged directly or indirectly as an auditor or professional advisor for the
Company; and

was not an associate of a director or a member of senior management of the Company

A licence awarded by the TRA to the Company authorising the Company to provide
mobile telecommunications services, including voice calling, text messaging,
multimedia messaging, data and access to the internet, using the Company’s mobile
telecommunications network

The initial public offering of 48,000,000 Offer Shares which is equivalent to 15% of the
Company's issued share capital immediately prior to the Offering

An Applicant who applies for in excess of 100,000 Ordinary Shares
Ordinary Shares offered to institutional investors through this Offering

A unique number issued by Bahrain Bourse for any investor who opens a Depository
Account

A fee levied by the Bahrain Bourse for the opening of a Depository Account and
assigning an Investor Number to an investor

The operating system of the iPhone family of smartphones and other devices developed
by Apple

Internet Protocol
Initial Public Offering

International Standards on Auditing
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ISIN

ISO

ISP

Issuer

Issue Coordinator

Issue Managers

IT

IVR

KIA

KPI
K.S.C.
K.S.C.C.

Lead Manager

Licence Obligation Date

Lock-in Period

LTE

Mada

Management

Management
Agreement

Mar

Market Maker

MBA

Mbps

International Securities Identification Number, which is assigned by the Bahrain Bourse
under code BH000421H896

International Organisation for Standardisation
Internet Service Provider

Zain Bahrain B.S.C.(c)

Fakhro Karvy Computershare WLL

The Lead Manager, Gulf International Bank B.S.C. (“GIB"”), and the Co-Manager, Watani
Investment Company K.S.C.C. (“NBK Capital”)

Information Technology

Interactive Voice Response

Kuwait Investment Authority

Key Performance Indicator

Kuwaiti Shareholding Company

Kuwaiti Shareholding Company — Closed

Gulf International Bank B.S.C. (“GIB"), forming part of the Issue Managers

31 December 2013, the date by which the Company’s IMTL requires the Company to
make the IPO

A period of one year beginning on the Commencement of Trading Date, during which
the Shares that do not form part of the Offering shall be restricted from being transferred

Long Term Evolution, also referred to as Fourth Generation Mobile Technology, or 4G

Mada Communication Company S.P.C., a wholly owned subsidiary of the Parent
Company that specialises in the provision of international connectivity solutions for voice
and data to telecommunications operators and corporate customers

Senior managers of the Company

An exclusive management agreement between Zain Bahrain and the Parent Company
signed on 28 December 2003 (and subsequently amended on 28 December 2013) that
enables Zain Bahrain to benefit from the Parent Company’s technical expertise and
commercial know-how as defined under “Related Party Transactions” in section 7.2

The month of March

An asset management and broker-dealer firm that manages a discretionary investment
portfolio, on behalf of the Issuer, consisting of cash and Shares. Utilising the investment
portfolio, the market maker executes buy and sell orders with the sole purpose of
achieving price stabilisation of the Shares in the after-market (post-IPO) and to facilitate
trading in the Shares on the Bahrain Bourse

Master of Business Administration

Mega-bits per second, unit of data speed equal to 1,000,000 bits per second
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m-commerce

Memorandum and
Articles of Association

MENA

m-finance

MHz

Minister

Minor

MMS

Mobile Broadband

MolC

MoU

MS, M.S., MSc, or M.Sc.

MsC
MVNO

National Fixed Wireless
Services

National Identity Card

NBB

NBK

NBV

Net Proceeds
NFWS

No.

Nomination and
Remuneration
Committee

NRI

Mobile commerce, the service of delivering of electronic commerce capabilities directly
into the consumer’s hand via wireless technology

Memorandum and articles of association of the Company and all amendments to the
documents

Middle East and North Africa

Mobile finance, the service of delivering of financial transactions capabilities directly into
the consumer’s hand via wireless technology

Mega-Hertz, equal to 1,000,000 Hz

Minister of State for Communications Affairs
A person who is below 21 years of age
Multimedia Messaging System

Internet service provided via a mobile device or other devices connected to a mobile
network

Ministry of Industry and Commerce
Memorandum of Understanding
Master of Science degree

Mobile Switching Centre

Mobile Virtual Network Operator

A TRA-licensed wireless data (including broadband internet) and voice
telecommunications service using the 3.5 GHz frequency band

The official identification card, in the form of a smart card, issued by the government of
the Kingdom of Bahrain to Bahraini citizens and people of other nationalities residing in
Bahrain

National Bank of Bahrain B.S.C.

National Bank of Kuwait

Net Book Value

Gross Proceeds from the Offering minus the Offering expenses
National Fixed Wireless Services

Number

One of the Board Committees to be established by the Board, which shall be responsible
for the identification, review, nomination and suggested remuneration of prospective
candidates for Board appointments and key Management of the Company

Network Readiness Index, a term defined by the World Economic Forum, which
measures the propensity for countries to exploit the opportunities offered by information
and communications technology
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NSN

NSS
NTP
Offer or Offering

Offer Period

Offer Price
Offer Share(s)
OPEX

Ordinary Share(s)

0SS

OoTT

P&L

Parent Company

Parent Company
Affiliate(s)

PAYG

PayPerCall™

PBX

PC

P/E

PhD

PLC or plc

PMO

Nokia Solutions and Networks OY, formerly named Nokia Siemens Networks
Tietoliikenne QY (Finland), network equipment supplier

Network Switching Sub-System
National Telecommunications Plan of the Kingdom of Bahrain
The Initial Public Offering of the Offer Shares

The period starting on the Subscription Opening Date and ending on the Subscription
Closing Date (inclusive), during which Subscription Application Forms and Subscription
Funds for Offer Shares pursuant to the Offer will be received by the Receiving Bank

The price of BHD 0.190 for each of the Offer Shares
48,000,000 Ordinary Shares of the Company, which form the whole of this Offering
Operating Expenditure

Pre-IPO: 32,000,000 issued and fully paid up ordinary shares of the Company with a par
value of BHD 1 each

Post-IPO: 368,000,000 issued and fully paid-up ordinary shares of the Company with a par
value of 100 fils each

Operations Support Sub-System

Over-the-Top, referring to the delivery of video, audio and other media over the Internet
without the mobile network operator being involved in the control or distribution of such
content

Profit and Loss Statement

Mobile Telecommunications Company K.S.C., incorporated under the laws of the State of
Kuwait on 19 June 1983, with commercial registration number 36025

An entity or entities under the control of the Parent Company (either directly or indirectly
and either alone or acting in concert with other persons) which allow(s) the Parent
Company to secure that the affairs of that entity or entities are conducted in accordance
with the wishes of the Parent Company

Pay-as-you-go, another term for Prepaid

A Prepaid price plan offered by the Company in which a local voice call is charged a fixed
amount regardless of the call duration

Private Branch Exchange
Personal computer
Price-to-earnings ratio
Doctor of Philosophy
Public Limited Company

Programme Management Office

ZAIN BAHRAIN B.S.C.(c) PROSPECTUS
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Post-Conversion
Memorandum and
Articles of Association

Post-Offer Issued Share
Capital

Post-paid

PP&E
PPP

Prepaid

Prospectus

Q1
RAN
R&D

Receiving Bank

Red Herring Prospectus

Reference Access Offer

Reference
Interconnection Offer

Retail Applicant
Retail Offering
ROI

ROIC

Rotana

The new memorandum and articles of association to be adopted by the Company
following the Conversion, drafts of which are set out in the Appendix B

368,000,000 Ordinary Shares of nominal value 100 fils each

A type of subscription to telecommunications services whereby the customer is billed at
the end of each month, or other period, for his/her use of the service provider's services
during that month or period, based on either the terms of a contract and/or on the
amount of services he/she has used.

Property Plant and Equipment
Purchasing Power Parity

A type of subscription to telecommunications services whereby the customer purchases
credit in advance of service use. The purchased credit is used to pay for such services at
the time the service is accessed or used. If there is no available credit then access to the
requested service is denied by the service provider.

This document prepared by the Company in relation to this Offering in accordance with
the applicable laws, rules and regulations of Bahrain

First quarter of the year
Radio access network
Research and development

BBK, being the appointed bank managing the subscription process, including the
collection of application forms, monies, reconciliation of subscriptions, etc.

The preliminary prospectus filed by the Company with the CMSD in connection with the
Offering. This Prospectus contains most of the information pertaining to the Company’s
operations and prospects, but does not include key details of the Offering such as the
Offer Price

An offer that the Telecommunications Law mandates a licensed telecommunications
operator to publish, subject to the TRA's approval, if the TRA determines that

such an operator has a dominant position, as defined by the TRA, in a particular
telecommunications market within Bahrain. Such an offer must include a full list of basic
access services, conditions of access and the tariff for every service.

An offer that the Telecommunications Law mandates a licensed telecommunications
operator to publish, subject to the TRA's approval, if the TRA determines that

such an operator has a dominant position, as defined by the TRA, in a particular
telecommunications market within Bahrain. Such an offer must include a full list of basic
interconnection services, conditions of interconnection and the tariff for every service.

An Applicant who applies for a maximum of 100,000 Offer Shares
Offer Shares offered to retail investors through the Offering
Return on investment

Return on invested capital

Rotana Group, a pan-Arab media conglomerate that is active in film production, music
recording and television and radio broadcasting
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Sadad

SAC
Securities Account

Securities Account Fee

Self-Care Mobile App

Share Capital Account

Share Premium
Shareholder
Share(s)

SICO

SIM

SMS
SPC

Spectrum Usage Rights
Fee

Stakeholders

Subscription
Application Form

Subscription Closing
Date

Subscription Funds

Subscription Monies
Bank Account

Subscription Opening
Date

Subscription Terms and
Conditions

Sadad Electronic Payment System WLL, a software development company providing
electronic payment services

Subscriber acquisition costs
An account with a brokerage firm authorised by the Bahrain Bourse

A fee charged by the Bahrain Bourse for the assignment of an Applicant’s IN Number to
a brokerage firm authorised by the Bahrain Bourse

A smartphone- and tablet-based application software which enables Customers to
access their accounts’ details, make payments and obtain information on products and
promotions on offer by Zain Bahrain

The bank account designated by the Company where the Gross Proceeds of the Offering
will be transferred on the Distribution of Refunds Date

BHD 0.090 per Offer Share
Any registered shareholder of the Company
Ordinary Shares or Offer Shares or other shares in the Company, as the context requires

Securities & Investment Company BSC(c), a closed joint stock company incorporated in
Bahrain in 1995 and listed on the Bahrain Bourse in 2003, with head office in Bahrain and
operating under a conventional wholesale banking licence issued by the Central Bank of
Bahrain. SICO has been appointed by the Issuer to act as a Market Maker

Subscriber identity module or subscriber identification module, an integrated circuit that
securely stores the international mobile subscriber identity (IMSI) and the related key
used to identify and authenticate subscribers on mobile telephony devices

Short Message Service
Single Person Company

A non-recurring fee imposed by the TRA for the right to use assigned frequencies which
may be paid by the assignee in a single lump sum or in instalments as determine by the
TRA.

The major Shareholders, Directors and key Management of the Company

The form of subscription application set out in Appendix A to this Prospectus

Tuesday, 16 September 2014, which is the last day upon which Subscription Application
Forms for Offer Shares pursuant to the Offer will be received by the Receiving Bank

The total amount of monies received by the Receiving Bank during the Offering Period,
pursuant to the Offering

The bank account at the Receiving Bank where all the Subscription Funds will be held
until the Distribution of Refunds Date

Tuesday, 2 September 2014, which is the first day upon which Subscription Application
Forms for Offer Shares pursuant to the Offer will be received by the Receiving Bank

The Terms and Conditions shall have the meaning as defined in section 14
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TABS

Telecom

Telecommunications
Law

Terabyte
TRA

TV

UAE

UN

Underwriter

Underwriting
Agreement

Underwriting
Commitment

Underwriting Date

USA
USB
usD
VAS
VIP

Viva

Vodafone or Vodafone
Group

Vodafone Global
Enterprise

Vodafone Partner
Network Agreement

VolP

Telecommunications Advanced Business Solutions, an integrated software package
designed by International Turnkey Systems for the mobile, ISP, and traditional fixed
network billing services

Telecommunications

The Telecommunications Law of the Kingdom of Bahrain, promulgated by Legislative
Decree No. 48 of 2002 and issued on 23 October 2002

An amount of data approximately equal to one trillion bytes
Telecommunications Regulatory Authority of the Kingdom of Bahrain
Television

United Arab Emirates

United Nations

Gulf International Bank B.S.C. (“GIB"), having entered into the Underwriting Agreement
with the Company

An agreement signed by the Company and the Underwriter prior to the Subscription
Opening Date

A firm and irrevocable binding commitment made by the Underwriter, subject to certain
conditions set forth in the Underwriting Agreement, to purchase the number of Offer

Shares in the Offering which remains unsubscribed for during the Subscription Period up
to a maximum of 48,000,000 Ordinary Shares at a price of BHD 0.190 per Ordinary Share

The date on which the Underwriter receives an Allotment Notice from the Lead Manager
setting out the number of Remaining Offer Shares (as defined in the Underwriting
Agreement) which the Underwriter is required to subscribe for pursuant to the
Underwriting Agreement

United States of America

Universal Serial Bus

United States Dollar, the lawful currency of the United States of America
Value Added Services

Very Important Person

Viva Bahrain B.S.C.

Vodafone Group plc, a British multinational telecommunications company headquartered
in London and with its registered office in Newbury, Berkshire, United Kingdom

A portfolio of communication and information technology products and services, aimed
at large corporate customers, developed and marketed by Vodafone Global Enterprise
Limited, a subsidiary of Vodafone Group plc

Non-equity partnership agreement entered into by Vodafone Group and Mobile
Telecommunications Company K.S.C., signed on 3 September 2012. Under the terms of
this partner market agreement, Vodafone and Zain Group co-operate in the marketing of
global products and services and branding

Voice over IP
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VSAT
WACC
WCDMA
Wi-Fi

WiMAX

W.L.L. or WLL

WoW Portal

y-oy

Zain Bahrain

Zain Brand

Zain Group

Zain Group Holding

Bahrain S.P.C.

Zain KSA

Zain Tower

Zain Wallet

ZB

Zone 2

Zone 3

Zone 4

Very Small Aperture Terminal

Weighted Average Cost of Capital

Wideband Code Division Multiple Access
Wireless Fidelity, Wireless Local Area Network

Worldwide Interoperability for Microwave Access, a technology for wireless broadband
internet access that is currently employed by Zain Bahrain in its Fixed Wireless services

With Limited Liability

An integrated content and services portal developed and marketed by Zain Bahrain
enabling customers to obtain access to and to download a variety of multimedia content
from one central online location on the Internet or on mobile devices

Year-on-year

Zain Bahrain B.S.C.(c)

The Parent Company’s master brand (and associated intellectual property) utilised in
all the countries where the company operates with the exception of the Republic of
Lebanon.

A group of companies consisting of the Parent Company and the Parent Company’s
Affiliates as described in section 5.5 of this Prospectus

Afully owned entity of the Parent Company specialised in the provision of management
services to the Parent Company Affiliates including the Company, and is the owner of the
Zain Tower

Mobile Telecommunications Company Saudi Arabia, a Saudi joint stock company and the
3rd mobile telecommunications operator in the Kingdom of Saudi Arabia

The building housing the Issuer’s main offices, the address of which is building No. 401,
road No. 2806, block No. 428, Seef District, Kingdom of Bahrain

A mobile wallet service launched by the Company in 2008
Zain Bahrain

In relation to international calling destinations, Bangladesh, India, Pakistan, the
Philippines and Sri Lanka

In relation to international calling destinations, Australia, Canada, France, Germany,
Greece, ltaly, Iran, New Zealand, Thailand, UK, USA and Yemen

In relation to international calling destinations, all other international destinations not it
the GCC, Zone 2, Zone 3, or Zone 4
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b)

<)

d)

Resolutions and Approvals

The Company has received the resolutions and approvals set out below:

TRA

The TRA issued an IMTL to Zain Bahrain on 22 April 2003. The IMTL, as amended by a licence modification on
12 August 2012, requires the Company to make, no later than 31 December 2013 (“Licence Obligation Date”), a
public offering of new shares equivalent to fifteen per cent (15%) of its issued share capital immediately prior to
the offer. Moreover, the TRA issued a new IMTL to Zain Bahrain on 19 September 2013. The IMTL of 19 September
2013 requires the Company to comply with the requirements of the IMTL of 22 April 2003, and any amendments
thereof, with regard to making a public offering of new shares. The public offering was not completed by the
Licence Obligation Date, and the Company made representations to the TRA in respect of the elapsed deadline
and the circumstances surrounding it, and of the progress the Company was making in the run-up to the launch of
the IPO. However, the TRA, on 3 July 2014, issued Article 35 Order No.1 of 2014 in which the TRA considered that
Zain Bahrain had failed to comply with its material license obligation in regard to the launching of an IPO by the
License Obligation Date, something that constituted a severe breach of its IMTL, and as a result the TRA ordered
Zain Bahrain to pay a fine. The TRA determined the fine to be in the amount of BHD 60,000 for each month of
delay in launching the IPO in the period from 1 January 2014 to 30 June 2014; BHD 90,000 for each month of delay
in launching the IPO in the period from 1 July 2014 to 31 December 2014, and BHD 180,000 for each month of
delay thereafter. By virtue of launching the IPO Zain Bahrain has now fulfilled the IPO obligation as set out in its
IMTL.

Council of Ministers’ Resolution

The Council of Ministers, at its meeting on 7 April 2013, issued its decision number 2202-01 for the Company to
offer fifteen per cent (15%) of the Ordinary Shares of the Company prior to the Offering, pursuant to the letter sent
by the Minister of State for Communications Affairs dated 17 April 2013.

Board Resolutions

The Board resolved, during a Board meeting held on 5 June 2013, to refer the resolutions listed in paragraph d)
below to the Shareholders for approval at an EGM. These resolutions were put forward to allow for the conversion
of the Company to a public joint stock company, to have the Shares admitted for trading on the Bahrain Bourse
and to pass any other resolution required to allow for the IPO of forty-eight million (48,000,000) Shares.

Furthermore, the Board resolved during a subsequent Board meeting held on 23 January 2014 to, among other
things, approve the information contained in the Prospectus and set the price of the Shares offered pursuant to
the IPO.

Shareholders’ Resolutions

The Shareholders resolved during the EGM held on 28 July 2013 as follows:

e To convert the Company to a public joint stock company in accordance with the Council of Ministers’
resolution;

e To increase the authorised share capital of the Company from BHD thirty-two million (32,000,000) to BHD
thirty-six million eight hundred thousand (36,800,000);

e To divide each of the authorised and issued Shares of nominal value BHD one (1) each into ten (10) shares
with a nominal value of one hundred (100) fils each so that the number of Shares shall be three hundred and
sixty-eight million (368,000,000);

e To allow the issue by the Company of forty-eight million (48,000,000) Shares with a nominal value of one
hundred (100) fils each to be offered by way of an IPO;

¢ To agree the unconditional waiver by all Shareholders of any pre-emption rights they may have in relation to
the new Shares or existing Shares that form part of the IPO;

* To permit the Company to complete the IPO that shall comprise forty-eight million (48,000,000) new Ordinary
Shares;

¢ To list the Shares for trading on the Bahrain Bourse;

® To mandate the Chairman or a delegated person to take all necessary steps and do all things to give effect to
the Shareholders’ resolutions including to complete the transformation of the Company from a closed joint
stock company into a public joint stock company publicly traded on the Bahrain Bourse;
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e)

f)

g)

¢ To mandate the Chairman to execute the Post-Conversion Memorandum and Articles of Association for the
Company; and

e To authorise the Board to determine the terms and conditions of the IPO including but not limited to the Offer
Price and the Offer Period.

Central Bank of Bahrain - CMSD

The Company has obtained a no-objection letter from the Central Bank of Bahrain's Capital Markets Supervision
Directorate dated 20 July 2014 stating that it has no objection to the use of this Prospectus for Zain Bahrain IPO.

Ministry of Industry & Commerce

The Company submitted an application to the MolC for the conversion of the Company into a public joint stock
company and the MolC approved the Post-Conversion Memorandum and Articles of Association set out in
Appendix B. No objection was received to the conversion of the Company to a public joint stock company within
the time allowed for such objections. The approval for the conversion process was granted by the decision of the
Minister of Industry and Commerce issued under Resolution 162 for the year 2013.

Bahrain Bourse
The Company has made an application to the Bahrain Bourse to list all the Ordinary Shares of the Company on the
Bahrain Bourse. Trading in the Ordinary Shares of the Company will commence once all registration formalities

are completed. A formal announcement by the Bahrain Bourse will be made to announce the commencement of
trading.
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3  Summary of the Offering & Use of Proceeds

Each potential investor should note that this section of the Prospectus represents a summary of the Offering only and is not
intended to be a full presentation of the Offering, further details of which can be found in other sections of this Prospectus.

Offering Terms

The Issuer

Number of Shares
in the Offer

Type of Offering

Eligible Applicants

Issued, Fully Paid and
Authorised Share
Capital of the Company
Prior to this Offering

Issued, Fully Paid and
Authorised Share
Capital of the Company
After this Offering

The Offer Price
Nominal Value

Share Premium

Total Proceeds Pending
Allotment

The IPO consists of an offer of forty-eight million (48,000,000) Shares equivalent to fifteen
per cent (15%) of the Company's issued share capital immediately prior to the Offering.
Each Share shall have a nominal value of one hundred (100) fils and is offered at a price
of BHD 0.190 per Share. The Offer is directed at institutional and retail investors in the
Kingdom of Bahrain and institutional investors in the wider GCC, under the terms and
subject to the conditions contained in this Prospectus. The Offer Price represents a
premium of 90 fils per Share (a premium of 90% over the nominal value)

Zain Bahrain is a Bahraini closed joint stock company under commercial registration No.
50603, incorporated and existing under the laws of the Kingdom of Bahrain as at the date
of this Prospectus. Prior to listing, the Company shall convert from a closed joint stock
company into a public joint stock company

Number of Shares in the OfferForty-eight million (48,000,000) new Ordinary Shares

Issue of forty-eight million (48,000,000) new Ordinary Shares to the public through an
initial public offering (IPO)

The Offering is open to Applicants from all nationalities that satisfy the Subscription
Terms and Conditions, provided that the legislation of the country of the Applicant’s
citizenship, residence or domicile permits the Applicant to do so. Only Eligible
Applicants with the ability to evaluate and bear the risk of investing in the Company
should subscribe. It is the responsibility of each Applicant to establish his/her suitability
to purchase Shares through this Offering. The Founders, including their subsidiaries,
associates, affiliates, parent companies or Zain Bahrain's related parties are not
allowed to subscribe in this Offering. Such restriction shall not apply to Zain Bahrain's
employees, who are qualified to subscribe for the Offer Shares in accordance with the
terms and conditions of the Offering. The employees will be subject to the requirements
and restrictions imposed by the Bahrain Bourse including the requirement that such
employees shall not be considered part of the 100 minimum number of Shareholders
required for the listing of the Company on the Bahrain Bourse

Pursuant to the EGM held on 28 July 2013, the Shareholders resolved that each of the
thirty-two million (32,000,000) issued Shares of the Company, of nominal value BHD one
(1) each, be divided into ten (10) Shares, each with a nominal value of one hundred (100)
fils. Consequently, the total number of Ordinary Shares shall increase from thirty-two
million (32,000,000) to three hundred and twenty million (320,000,000) with the Company’s
share capital remaining at BHD thirty-two million (32,000,000)

BHD thirty-six million eight hundred thousand (36,800,000) comprising three hundred
and sixty eight million (368,000,000) Ordinary Shares, each with a nominal value of one
hundred (100) fils

Each Offer Share will be offered at an Offer Price of BHD 0.190 (including Share Premium)
The nominal value per Share is one hundred (100) fils

The Share Premium for each of the Offer Shares (which is the Offer Price less the nominal
value per Offer Share) is 90 fils

Pending Allotment, the Subscription Funds will be held in the Subscription Monies Bank
Account maintained by the Receiving Bank
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Offer Shares Ranking

Subscription Currency

Pricing Methodology

Minimum Subscriptions

Use of Proceeds

Subscription
Opening Date

Subscription
Closing Date

Allotment Date

Distribution
of Refunds Date

The Company has one class of Share, and all Shares (including Offer Shares) carry equal
rights and obligations. The Shares are indivisible but two or more persons may jointly
hold title to one or several Shares provided that they shall be represented in relation to
the Shares by one person. Joint owners of Shares shall be jointly responsible for liabilities
arising from such ownership.

The Offer Shares to be issued as part of the Offer will rank in all regards pari passu
with the existing Ordinary Shares of the Company, which means that they will share

in the dividends, if declared, of the Company and have the rights of enjoyment and
voting which match the rights of each currently issued Share. The Offer Shares will also
participate in any dividends, if declared, due to be paid to the Shareholders in respect
of the financial year ending 31 December 2014 on a pari passu basis with the currently
issued Shares

Bahraini Dinars and fils

The Lead Manager, the Co-Manager and the Underwriter determined the Offer Price
through a book-building process targeting institutional investors. Their role and the
details are set out in section 12.1.2, “Pricing of this Offering”

The minimum allowable subscription is one (1) Offer Share. Applicants who apply for up
to one hundred thousand (100,000) Offer Shares will be deemed to be Retail Applicants.
Applicants who apply for one hundred thousand and one (100,001) or more Offer Shares
will be deemed to be Institutional Applicants

The Net Proceeds from the Offering will be used by the Company for the purposes set
out below:

¢ Capital expenditures (95% to 98% of the Net Proceeds), in order to:

- Upgrade its network infrastructure to improve indoor coverage, to expand the
capacity to meet high bandwidth demand and to introduce smart features for
smartphones

- Expand the current 4G LTE nationwide to offer data transmission speeds of up to
100 Mbps and subsequently to 150 Mbps

- Deploy a nationwide fibre-optic network

e General corporate expenses (2% to 5% of Net Proceeds)

Tuesday, 2 September 2014

(At the commencement of Banking Hours. The Banking Hours for each Approved Branch
are set out in section 14.4, “Receiving Bank”)

Tuesday, 16 September 2014

(At the cessation of Banking Hours. The Banking Hours for each Approved Branch are set
out in section 14.4, "Receiving Bank")

Tuesday, 23 September 2014

Tuesday, 30 September 2014
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Applicant Categories An Applicant will be categorised as either an Institutional Applicant or a Retail Applicant
and Allotment Basis based on the criteria set out below:

¢ |Institutional Applicant: An Applicant is deemed to be an Institutional Applicant if
it subscribes for a minimum of one hundred thousand and one (100,001) Ordinary
Shares

® Retail Applicant: An Applicant is deemed to be a Retail Applicant if it subscribes for
less than or equal to one hundred thousand (100,000) Ordinary Shares

If the total number of Ordinary Shares applied for by Eligible Applicants is less than or
equal to the number of Offer Shares offered, all Eligible Applicants will be allotted the
number of Ordinary Shares they have applied for.

If the total number of Ordinary Shares applied for by Eligible Applicants exceeds the
number of Offer Shares offered, the Company shall, in consultation with the Lead
Manager and the Co-Manager, establish an Allotment basis in which the Offer Shares will
be allocated as set out below:

e |f the number of Ordinary Shares applied for by Institutional Applicants is less than
twenty-four million (24,000,000), Offer Shares will be allotted to all Eligible Applicants
(Retail Applicants and Institutional Applicants) pro-rata to the number of Ordinary
Shares each Applicant applied for

¢ If the number of Ordinary Shares applied for by Retail Applicants is less than twenty-
four million (24,000,000), all Retail Applicants will be allotted the number of Ordinary
Shares they have applied for. The remaining Offer Shares, after allocation to Retail
Applicants, will be allotted pro-rata to the Institutional Applicants based on the
number of Ordinary Shares each Institutional Applicant applied for

e |f the number of Ordinary Shares applied for under each category, Retail Applicants
and Institutional Applicants, exceeds twenty-four million (24,000,000), Applicants
under each category will be allotted twenty-four million (24,000,000) Offer Shares pro-
rata to the number of Ordinary Shares each Applicant applied for under its respective
category

Other subscription and allotment conditions are set out below:

* The results of the subscription and confirmation of the basis of Allotment will be
published in two (2) local newspapers in the Kingdom of Bahrain within two (2)
Business Days of the Subscription Closing Date. The decision of the Company and
the Lead Manager and the Co-Manager on the basis of Allotment and on each
individual Allotment shall be final

e Applicants under the age of twenty-one (21) should make their applications through
their legal guardian

e Allotment of the Shares is expected to be completed on the Allotment Date

* No Shares shall be distributed pursuant to this Prospectus on any date falling three
(3) months after the date of this Prospectus

Al Eligible Applicants will be required to make payment at the time that they submit a
Subscription Application Form, and such funds will be held in the Subscription Monies
Bank Account maintained by the Receiving Bank. On the Allotment Date, Applicants’
deposits in the Subscription Monies Bank Account will be transferred to the Company's
Share Capital Account

The Company does not provide any Applicant with any assurance, representation,
warranty, covenant or other statement to the effect that it will receive the full Allotment of
Ordinary Shares requested by the Applicant in the Subscription Application Form

Announcement of The results of the Offering, along with the Ordinary Share Allotment basis, will be
Results of the Ordinary  published in at least two (2) local newspapers, one in Arabic and one in English, within
Share Offering and two Business Days from the Subscription Closing Date

Allotment Basis of

Ordinary Shares
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Allotment and Refunds
Notification to
Applicants

Listing of Ordinary
Shares on the Bahrain
Bourse

Lock-In Period

Commencement of
Trading Date

Rights and Obligations
of Shareholders

Dividend

Subscription
Application Forms

Following the Allotment of the Offer Shares and by no later than the Distribution of
Refunds Date, Allotment Notices informing the Applicants of their respective Allotments
of Offer Shares pursuant to the IPO shall be made available to the Applicants for
collection from the Bahrain Bourse or the Applicants’ designated brokerages, and
excess Subscription Funds, if any, shall be refunded. For Applicants who have paid their
Subscription Funds by means of manager's cheques/demand drafts, such refunds (if any)
shall be made through refund cheques that will be made available for collection by the
relevant Applicants from the particular Approved Branches of the Receiving Bank where
the applications were submitted. For Applicants who have paid their Subscription Funds
by means of telegraphic transfers, refunds (if any) shall be made through telegraphic
transfers. The bank charges for such telegraphic transfers shall be borne by the
Applicants. For Applicants who have paid their Subscription Funds by means of internal
transfers from bank accounts held with the Receiving Bank, the refund amounts (if any)
will be credited to their bank accounts with the Receiving Bank

The Ordinary Shares will be in a dematerialised form, and there will be no physical
certificates representing the Ordinary Shares. Issuance of the Allotment Notices shall not
constitute proof of ownership of the Ordinary Shares

The Company has applied to the CBB and the Bahrain Bourse to admit all of the
Ordinary Shares for trading on the Bahrain Bourse under the symbol “ZAINBH". The
Ordinary Shares shall be registered under ISIN code BH000421H896

Under the laws of the Kingdom of Bahrain, Founders shall be restricted from transferring
their Ordinary Shares for a period of one year beginning on the Commencement of
Trading Date

Trading of the Shares on the Bahrain Bourse will commence as soon as practicable
following the Subscription Closing Date. An announcement will be made by the Bahrain
Bourse confirming the date that the trading of the Shares will commence, after signing
the required listing and trading agreement with the Bahrain Bourse

The rights and obligations of the Shareholders are set out in section 15.2 “Post-
Conversion Memorandum and Atrticles of Association”

Each Ordinary Share shall entitle the holder to participate in the dividends, if declared by
the Company. Each Ordinary Share will also participate in any dividend due to be paid to
Shareholders in respect of the financial year ending 31 December 2014 on a pari passu
basis with the currently issued Shares

Subscription Application Forms will be made available to Applicants at the Approved
Branches of the Receiving Bank

Each Applicant is permitted to submit only one Application Form. Submission of multiple
Subscription Application Forms by an Applicant may void all Subscription Application
Forms except for the Subscription Application Form first submitted to the Receiving Bank
or the Subscription Application Form seeking the purchase of the highest number of
Ordinary Shares

Once a Subscription Application Form has been accepted by the Receiving Bank and
Subscription Funds have been transferred to the Receiving Bank by an Applicant, the
Subscription Application Form cannot be withdrawn and Subscription Funds will not be
returned except under the circumstances described in this Prospectus
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Mode of Payment of
the Subscription Funds

Issue Managers

Receiving Bank

Underwriting
Arrangement

Depositary
Arrangements

Risk Factors

Applicants must remit to an Approved Branch their cleared Subscription Funds in
Bahraini Dinars using one of the methods set out below:

* by way of internal transfer from an account held with the Receiving Bank;

¢ by way of manager’s cheque/demand draft (to be drawn in Bahraini Dinars for the
Receiving Bank); or

* by way of telegraphic transfer (payment instructions to clearly mention the related
Subscription Application Form number and the amount of funds that are payable, net
of any bank charges). Telegraphic transfers can only be made in Bahraini Dinars and
can only be made for amounts greater than BHD five hundred (500)

Cash deposits or personal cheques will not be accepted.

Applicants who do not already have an Investor Number (IN) and a Securities Account
with the Bahrain Bourse must include with their Subscription Funds the Bahrain Bourse IN
Fee and the Securities Account Fee.

Applicants who already have a Bahrain Bourse IN must state the IN on the Subscription
Application Form and provide documentary evidence of such account.

Applicants must make their payments net of any bank charges, at the same time as
submitting their Subscription Application Forms

The Issue Managers comprise Gulf International Bank B.S.C. (as Lead Manager) and
Watani Investment Company K.S.C.C. (as Co-Manager)

BBK, a CBB-licensed bank. For details concerning the Approved Branches, please refer
to “Receiving Bank” in section 14.4

The Underwriter has, subject to customary terms and conditions included in the
Underwriting Agreement entered into with the Company, agreed to underwrite the issue
of forty-eight million (48,000,000) new Ordinary Shares offered to the public pursuant to
the Offering

All Applicants are required to have an Investor Number (IN) and a Securities Account
with the Bahrain Bourse. Applicants who do not have Investor Numbers or a Securities
Account with the Bahrain Bourse will be required to pay the Investor Number Fee and
the Securities Account Fee at the time of application for subscription. Initially, all Ordinary
Shares purchased in the Offering will be held in Applicants’ Bahrain Bourse Depository
Accounts. Refer to section 15.8 “The Securities Market in Bahrain”

Subscription Funds collected from Applicants will be deposited in the Subscription
Monies Bank Account held by the Receiving Bank

Following the Allotment and the refund of excess Subscription Funds, the Gross
Proceeds of the Offering will be transferred to the Company’s Share Capital Account until
the Shares are admitted to trading

There are certain risks relating to an investment in the Company. Some of these risks
are described in section 13.2 “Risk Factors” which should be considered carefully by all
Applicants prior to making a decision to invest in the new Ordinary Shares
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4  Expected Offering Timetable

Tuesday, 2 September
2014 to Tuesday, 16
September 2014

Tuesday, 2 September
2014

Tuesday, 16 September
2014

Thursday, 18 September
2014

Tuesday, 23 September
2014

Tuesday, 30 September
2014

No later than 14
October 2014

To be announced by the
Bahrain Bourse

Offer Period

Subscription Opening Date

Subscription Closing Date

Subscription results and Allotment basis announcement date (within two Business Days

from Subscription Closing Date)

Allotment Date

Distribution of Refunds Date

Extraordinary General Assembly

Commencement of Trading Date
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5.1
5.11

5.1.2

Information on the Issuer

The information and statements provided in this section have been compiled solely by the Company’s
Management.

Background and History

Background

Zain Bahrain B.S.C. (Closed) was incorporated in the Kingdom of Bahrain on 19 April 2003 under its former name,
MTC-Vodafone Bahrain B.S.C. (Closed). The Company is a closed joint stock company, in accordance with the
Commercial Companies Law, having its headquarters and its operations in Bahrain.

Zain Bahrain has been constituted to install, operate and manage telecommunications operations in
accordance with the licences awarded to it by the TRA and in compliance with Articles 25, 29 and 39(b)(1) of the
Telecommunications Law, which is the law regulating telecommunications markets in Bahrain.

The following table highlights the Company’s official address, contact numbers and other incorporation details.

Table 1 — Company Details

Indicator Description

Name Zain Bahrain B.S.C. (Closed)
Domicile Kingdom of Bahrain
Address of Principal Office Building No. 662

Road No. 2811, Block No. 428
Al-Seef District,

P.O. Box 266,

Kingdom of Bahrain

Telephone Number (+973) 3603 1000

Facsimile Number (+973) 3603 1900

Web Address www.bh.zain.com

Primary Areas of Business Telecommunications

Date of Incorporation 19 April 2003

Operating Period 10 years and 7 months (as at 28 July 2014)

Company Registration Number 50603

Changes of Name 8 September 2007: Company name was changed from “MTC-Vodafone
(Bahrain) B.S.C. (Closed)” to “Zain B.S.C. (Closed)”

19 February 2009: Company name was changed from “Zain B.S.C.
(Closed)” to “Zain Bahrain B.S.C. (Closed)” Source: The Company

Source: The Company

History

Zain Bahrain is a leading telecommunications operator in the Kingdom of Bahrain, offering state-of-the-art fixed
and mobile telecommunications services, including voice, video, messaging (SMS and MMS), high-speed data
connectivity and VAS services to Post-paid and Prepaid customers.
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Zain Bahrain was awarded an Individual Mobile Telecommunications Licence (IMTL) on 22 April 2003 by the TRA.
The licence authorised the Company to constitute a public telecommunications network and to hold the second
facilities-based mobile services licence to operate a 2G and 3G telecommunications network in Bahrain in the 900
MHz, 1800 MHz and 2100 MHz frequency bands. Subsequently, on 18 August 2003, the Company was awarded an
ISP licence, authorising the Company to provide public internet services on a non-exclusive basis. The Company
completed the rollout of its 2G, EDGE and 3G networks and launched its commercial operations on 28 December
2003.

The Company's network infrastructure and services have undergone continued enhancements since the
Commercial Launch Date. In October 2004, the Company established its own international facilities for carrying
international calls. During January 2005, the Company completed the process of adding 3G service to the portion
of its base stations that were hitherto 2G-only base stations, thereby significantly expanding the coverage of the
3G network. In June 2006, the Company introduced the HSDPA service, offering Mobile Broadband services of
speeds of up to 1.8 bps. During year 2011, the Company upgraded its network infrastructure, following an area-
by-area implementation plan, to support HSPA+, a technology offering end-user downlink data transmission
speeds of up to 21 Mbps and uplink data speeds of up to 1.6 Mbps. During year 2012, the Company subsequently
further upgraded its network, also following an area-by-area implementation plan, to support end-user downlink
data speeds of up to 42 Mbps.

On 8 January 2007, Zain Bahrain was awarded one of two licences for National Fixed Wireless Services (NFWS) to
offer fixed wireless services in Bahrain utilising the 3.5 GHz frequency band. By adopting the WiMAX technology
for this service, Zain Bahrain completed the rollout of its network (at the time utilising the [EEE802.16d WiMAX
variant) and launched commercial services in September 2007. The Company thereby became a provider of fixed
telephony and internet services, serving residential as well as business customers, alongside and complementing
its mobile telecommunications offerings. In year 2011, the Company took a strategic decision to begin offering
enterprise services, including PBX voice, dedicated internet access and local private data lines.

In the first quarter of 2013, the Company started a project for replacing its network with a completely new network.
This project included the introduction of fourth generation mobile technology, known as 4G LTE, offering data
speeds of up to 100 Mbps, which was commercially launched in April 2013. The project also included a new fully
IP-based transmission network and enhanced signal coverage, and was near completion at the time of preparing
this Prospectus.

As at 31 December 2013, Zain Bahrain had 724,548 mobile subscribers, representing a mobile market share of
around 33%, as well as 47,914 Fixed Wireless subscribers. For the year ended 31 December 2013, Zain Bahrain’s
annual revenues amounted to BHD 78,081,000 and its profit for the year amounted to BHD 5,403,000.

To date, Zain Bahrain has invested heavily in the deployment of its network infrastructure, systems and services.
Over FY 2011-2013 and Q1 2014, Zain Bahrain invested BHD 65,549,000 in land and buildings, network equipment,
office equipment fixtures and furniture whilst it disposed of assets with a historical cost of BHD 10,267,325. The
capitalised work-in-progress primarily relates to network equipment. As at 31 December 2013, 84.7% of the
Company'’s capitalised work-in-progress was earmarked for network equipment enhancement amounting to BHD
10,831,000. Of this amount, 51.5% relates to 2G, 3G, 4G, transmission links and a telecom support system.

Public Take-Overs

No public take-overs of the Company’s shares have taken place since incorporation of the Company.

Principal Business Activities

® The principal business activities of Zain Bahrain, as defined in the Company’s Memorandum and Articles of
Association, are set out below:

* To hold the second mobile licence in Bahrain and build, roll out, and commercially operate the associated
mobile network and such other related business as the Board may determine

e Toimport, export and sell communications systems

¢ To provide mobile telecommunications services

* To provide communications products and services as well as support services
* To provide international telecommunications facilities services

e ToactasanlSP

¢ To provide VAS services

* To build, roll out and commercially operate National Fixed Wireless Services

The requisite telecommunications licences required by the Company to fulfil its objects have been secured.
Details of these licences are provided in section 5.3.7 (“Licences”).
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5.3.1

5.3.2

Business Overview and Strategy

Business Overview

To date, Zain Bahrain has re-shaped the Bahraini telecommunications landscape with an innovative technological
and marketing approach. In over a decade of operations, Zain Bahrain has accumulated extensive experience in
transforming leading-edge technology into effectively segmented products and services and has demonstrated
a track record of excellence in commercial operations.

The following timeline provides a non-exhaustive list of the major milestones and achievements of Zain Bahrain
since the Commercial Launch Date.

Figure 1 — Zain Bahrain’s Major Milestones since Launch

Successful Broke even Launched Double-digit Significant Launch of 4G
launch of and achieved the first growth across growth LTE network
the first 3G net profit nation-wide all financial observed in the
network in WIMAX KPIsina130%  subscriber base
the region network in penetrated
the world market Establishment
of enterprise
services

! ! |

2003 2004 2005 2006 2007 2008

| } }

Achieved 20% Introduction of ~ Joined the elite Maintained Continuous Migrated to a
market share ~ HSDPA services group of steady ARPU growth of completely
in Bahrain challengers despite subscribers new network
who have aggressive and revenues from Ericsson
taken market competitor o
leadership Strategic shift
e ithe towards data-
incumbent centric
products

Source: The Company

Zain Bahrain’s proven pedigree is the transformation of the market to next-generation technologies. Zain Bahrain
has a track-record of deploying high-quality products and services as well as value-generating commercialisation
of leading-edge mobile technologies. Zain Bahrain pioneered the deployment of 2.5G, 3G and 3.5G in Bahrain,
and most recently the 4G LTE networks, becoming the first to package and market the unique features and
services enabled by these technologies.

Company'’s Vision

The Company’s vision is “to deliver on the promise of a wonderful world; empowering people, businesses and
communities we serve through an inspiring digital lifestyle experience”. The core philosophies that drive Zain
Bahrain's operating activities aim at delivering cutting-edge and innovative products and services to enhance
its customers’ lifestyles and to ensure best-in-class customer experience across the entire customer value-chain.
Over the next 3to 5 years, the Company’s goal is to build a strong and sustainable integrated telecommunications
business with a renewed focus on customers, employees and stakeholders. The Company’s strategy aims to
protect its core business, identify new revenue streams and inspire its people.

The Company will continue to focus on the strategic pillars set out below:

e Customer experience

® Business growth through acceleration of data take-up, enterprise and adjacent services
e Operational effectiveness

* People development

These strategic pillars are designed to engender greater focus on delivering an enriching customer experience,
whilst extracting more value from the Company’s existing assets through operational efficiency.

Enterprise services and adjacent growth opportunities, such as machine-to-machine services, strategic
partnerships with Over-The-Top (OTT) players, will stimulate the take-up of data services and will provide new
revenue streams to further enhance the financial performance of the Company.
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Finally, the Company’s strategy focuses on its employees and stakeholders. The employees are the Company's
most valuable assets. As a socially responsible business, the Company will seek to continuously engage with its
stakeholders, address community deficits and promote sustainable development.

A Pioneering Culture of Innovation

Zain Bahrain's strategic focus on delivering sustained value-creating innovation and superior customer experience
has driven the launch of multiple pioneering products and services and resultantly has played an important role in
the development of the telecommunications market in Bahrain. Zain Bahrain continues to have a profound impact
on the telecommunications market in Bahrain by addressing various market segments more effectively through its
deep understanding of the value-drivers of its customers.

A non-exhaustive list of the Company’s key innovations and pioneering efforts in Bahrain and the broader Middle
East region is set out below:

* First to launch a nationwide combined EDGE and 3G network in the Middle East region on 28 December
2003.

® First to launch mobile entertainment services “"World of WoW" in Bahrain in December 2003.
e Firstin the Middle East region to launch mobile TV services in July 2004.

e Firstin Bahrain to commercialise and package high-speed mobile data connectivity with the launch of its data
connectivity card in partnership with Vodafone in year 2004.

¢ Firstin Bahrain to introduce sophisticated VAS services for its corporate clients such as closed user group and
private mobile network dialling in year 2005.

e First to launch a nationwide 3G service worldwide, in year 2005.

e First in Bahrain to introduce the ring-back tones service in June 2005, allowing its customers to choose their
preferred music tracks for playing back to their callers while the phone is ringing.

e First in Bahrain to commercialise and package high-speed mobile data connectivity enabled by its cutting-
edge HSDPA network through the launch of its e-GO mobile Post-paid portfolio of products in year 2006.

e Launched eeZee CC, an innovative mobile Prepaid package, in year 2007, targeted towards the under-
served international expatriate segment, with an innovative preferential international rates proposition. This
marketing initiative resulted in a significant upward shift in mobile service adoption within the segment,
whereby penetration increased from approximately 40% to approximately 80% within a period of 18 months.

e First in Bahrain to introduce handset subsidies via its Hewar mobile portfolio of Post-paid mobile products
in year 2008. This feature proved to be immensely popular in the market and drove the adoption of mobile
computing and email in Bahrain.

e First in Bahrain to launch an m-commerce product/mobile wallet service, in year 2008, aptly named Zain
Wallet.

e Firstto offer “family multi-play services” in Bahrain, in year 2011, through the launch of the “Zain Family Offer”
with its Home Broadband portfolio of products. This offer is a unique proposition that bundles multiple mobile
data connections with fixed home internet connections to ensure affordable on-the-go data connectivity for
the whole family. The proposition changed the customer behaviour in the market with the resulting evolution
of internet service offerings from a household product to an individual one.

e Firstin Bahrain to launch and market a mobile self-care application fully integrated with its billing, provisioning
and CRM systems, in the first half of year 2013. The application is fully compatible with Android, iOS, and
BlackBerry operating systems.

¢ Launched a portfolio of ultra-high speed Home Broadband packages powered by its latest 4G LTE network in
the first half of year 2013.

e First in Bahrain to introduce mobile HD Voice (high-definition voice), which embodies the next generation of
voice audio quality for telephony, providing a dramatic improvement in voice clarity compared to standard
digital mobile telephony.
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Competitive Strengths

The Company has several competitive strengths that enable it to compete effectively with other mobile
telecommunications operators in Bahrain, particularly by supporting its unique positioning and enabling it to
build and maintain its market share as the market grows.

Management believes that the Company's principal competitive advantages and opportunities are as set out
below:

Advanced Network Infrastructure: The Company possesses state-of-the-art advanced network infrastructure
supporting its mobile and WiMAX-based Fixed Wireless access operations. The infrastructure consists of radio
base stations, core network systems (switches, intelligent network platforms, and ISP platforms), IT, billing systems
and mediation devices. Zain Bahrain currently supports 2G, 3G, 3.5G and 4G LTE services and is poised to migrate
towards the latest LTE-advanced technology. The network infrastructure allows Zain Bahrain to flexibly grow its
subscriber base, offer high-speed data connectivity (up to 100 Mbps per user) and offer enterprise solutions to
corporate users. Furthermore, with Zain Bahrain's planned deployment of Ericsson’s convergent Charging-and-
Billing-In-One (CBIO) platform, which is an end-to-end real-time revenue management environment for customer
management, charging and billing and discount and promotion handling solution, the Company will have the
flexibility to offer targeted product bundles, tariff plans and payment options to the market.

Licences: The Company possesses operating service licences and accompanying frequency licences which
provide full authorisation to provide 2G, 3G and 4G mobile services (through to 19 September 2028), Fixed
Wireless (WiMAX or equivalent) services (through to 7 January 2022) and ISP services (through to 18 August 2018).

Strong Brand Positioning and Recognition: The key objective of the Company in marketing its products and
services is to convey the Zain Brand, its values and its customer offerings in a positive and proactive manner
in order to differentiate the Company from its competitors. The Zain Brand is an award-winning brand, rated
number one in the Arab world by the Arab Society for Intellectual Property'; rated number nine amongst the top
50 brands in the MENA region with brand equity of USD 1.18 billion?, and rated number 73, with an AA- rating,
by Brand Finance?, the global brand tracker. The Company continues to draw on each aspect of its branding,
acknowledged by customers as delivering high customer satisfaction, value and innovation, to drive growth and
profitability. The Company does this through a variety of initiatives, including but not limited to sponsoring high
profile sporting and educational events. In September 2007, along with its Parent Company and other operating
companies in the Zain Group's portfolio, the Company was rebranded as “Zain” changing its name from “MTC-
Vodafone (Bahrain)” to “Zain Bahrain”. Zain Bahrain believes that its brand is a key competitive strength and the
brand positioning in relation to its customers is an essential factor to achieve its aim of attracting and retaining a
diverse mix of customers. Zain Bahrain believes that the Zain Brand gives the Company the credibility, awareness
and appeal of a recognised regional brand, broadly communicated in regional media across multiple countries
in the Middle East region. Zain Bahrain focuses its marketing efforts on leveraging the emotional attributes of
the Zain Brand: “spirited, imaginative, optimistic, strong, caring, sociable, daring and colourful”. Zain Bahrain
seeks to align its brand and services portfolio to reflect these attributes and, in turn, to enhance the customer
experience in order to build customer loyalty to the Zain Brand. Zain Bahrain aims to maintain and strengthen
its vibrant brand image that resonates with its customers and distinguishes it from other telecommunications
operators by focusing on the positioning of its emotional brand to reflect the key values of its target customers.

Strategic Partnerships: A core component of Zain Bahrain’s product innovation and differentiation strategy is to
actively develop strategic partnerships that enable it to bundle its products with complementary products and
services. As such, Zain Bahrain has pivotal partnerships with global and regional brands, such as Apple, Samsung,
and BlackBerry to fulfil customers’ needs more comprehensively, generating synergies and efficiencies across
the entire organisation. Zain Bahrain's partnership with Vodafone, via the Zain Group partner market agreement
with Vodafone, is one of the most crucial among its portfolio, especially in terms of data products, services and
devices. The agreement provides Zain Bahrain's customers with greater support in Vodafone's global footprint.
Zain Bahrain has access to Vodafone data products, devices and services. Vodafone brings to Zain Bahrain a suite
of world class consumer, business and global enterprise products and services.

Diversified Product Portfolio: The Company has developed and launched a range of products and services and
tariff plans which have been designed with appropriate customer segmentation. The Company offers tailored
consumer and business packages or bundles in relation to voice, messaging (SMS and MMS), high-speed data
connectivity and VAS services as well as roaming services.

Relationship with the Parent Company: The Company has entered into an exclusive Management Agreement
with its Parent Company, Mobile Telecommunications Company K.S.C., which enables the Company to benefit
from the Parent Company's technical expertise and commercial know-how in establishing, building and managing
mobile telecommunications networks over the last 30 years. Furthermore, the Parent Company's existing
commercial relationships assist the Company to exploit opportunities, benefit from economies of scale and,
accordingly, optimise costs. For example, the Parent Company has supported and continues to support the
Company's operations by negotiating and agreeing advantageous terms with equipment and device vendors in
respect of the on-going development of the network — thereby leveraging Zain Group’s stronger purchase power.

Arab Society for Intellectual Property (“ASIP’): Online poll across 54 countries, commencing in September 2012 to promote and highlight the
most famous Arab trademarks, which concluded in May 2013. The survey included 200 of the most recognizable Arab trademarks across all
Arab countries with over 100,000 respondents participating in a questionnaire issued through ASIP's website (www.toparabbrands.com)

2 Brand Finance and Gulf Marketing Review; Top 50 MENA Brands 2013, May 2013

3 Brand Finance, (www.brandfinance.com), a leading brand valuation consultancy
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The Parent Company also continuously supports the Company in its negotiations with international roaming
partners as well as facilitates employee recruitment and the participation in regional initiatives. In addition, the
Company benefits from the brand awareness created through Zain Group's regional media advertising.

Culture of New Innovative Products and Services: The introduction of new and innovative products and services
along with the Company’s continuous efforts to position itself as the best value proposition for its customers has
been one of the key success factors behind the growth of the Company’s mobile customer base.

Strong Distribution Network and Partner Relationships: Zain Bahrain has 22 branded stores in Bahrain and
a network of more than 2800 authorised points of sale, that provide the Company with a range of distribution
channels across the country, helping the Company to support the strong acquisition of new subscribers. In
addition, the Company has strong relationships with distribution partners that have telecommunications expertise
and a high level of retail knowledge, and has implemented a commission scheme in order to incentivise high
performance. Moreover, the Company has introduced a variety of innovative payment methods including the
utilisation of mobile money, electronic top-up, credit transfer, web-based payment, mobile app-based payment,
and cash deposits at retail shops.

Experienced Management Team: The Company’s management team comprises individuals with extensive
experience in the mobile telecommunications sector, most of whom have been with the Company for a decade
(since incorporation) and others who have had experience launching mobile telecommunications operators in
Middle Eastern countries and other emerging markets. The Company has been successful at attracting and
retaining the best Bahraini and expatriate employees, with very high employee engagement. The General
Manager of the Company, Mr Mohammed Zainalabedin was listed by the Global Telecom Business in two
consecutive years — year 2009 and year 2010 - amongst the top 40 business executives under the age of 40 in the
telecommunications industry worldwide. Zain Bahrain has also secured several Bahraini as well as GCC awards
for its focus on the localisation of employment opportunities in Bahrain, including the Outstanding Establishment
Achievement award bestowed by the Minister of Labour and Social Affairs in year 2007.

Description of Operations
Mobile network

Zain Bahrain's mobile network comprises 2G (GSM/GPRS/EDGE), 3G (WCDMA/HSPA/HSPA+), and 4G LTE
technologies and services. There are two Network Switching Sub-system (NSS) sites, also referred to as “Core
Sites”, housed in buildings owned by Zain Bahrain and located in the Tubli and Sanad districts. In March 2013,
the Company signed a contract with Ericsson to swap the previous network, supplied by NSN, with the latest core
network technology and the latest single Radio Access Network (single RAN) comprising equipment chassis that
combines 2G, 3G, and 4G LTE equipment. The contract also includes a significant increase in the number of base
stations to enhance the network coverage and capacity, adding full geographical redundancy in the core network
to ensure maximum service availability and, for the first time in Bahrain, introducing high-definition voice (HD
Voice), a feature that will significantly improve the clarity of the voice in mobile telephone conversations. The swap
of network infrastructure ensures that the Company has access to the latest evolution of technology solution, with
a useful life of eight years.

At the time of preparing this Prospectus, all of the functions of the core network and the majority of radio base
stations have been migrated to the new network.

WiMAX network

Zain Bahrain operates a WiIMAX network to provide fixed and nomadic broadband and voice services in
accordance with the NFWS licence granted by the TRA.

The technology deployed in this network is based on the [IEEE802.16e standard. Zain Bahrain's network comprises
base stations that cover over 95% of the population of Bahrain, and are collocated, on the same towers or
buildings, with those of the mobile network.

Transmission network

The transmission network interconnects all the sites in the network together using two technologies: microwave
links and optical fibres. Historically, all the base stations were connected to the Core Sites through microwave
links.

In order to cater for the high bandwidth demand generated as a consequence of the advancement in mobile
internet services and devices in recent years, Zain Bahrain has initiated a new programme for the deployment
of a national fibre-optic network, initially connecting "hub sites” (base stations used to connect to other base
stations), and gradually increasing its capillarity to encompass more base stations at the edges of the network.
As at 1 March 2014, the Company had 138 kilometres of fibre-optic network cables. This is planned to reach 300
kilometres by the end of year 2014.

In addition to the dramatic increase in the capacity and reliability of the physical layer of the transmission network
that is brought about by fibre-optic cables, the part of the transmission network that remains on microwave links
is also undergoing a complete replacement. This is part of the same contract with Ericsson referred to in section
5.3.5.1 above, and includes not only the swap of the radio hardware to the latest products of Ericsson, but also the
conversion to full IP, where all the traffic, voice and data, over microwave or fibre, is transmitted using IP, thereby
providing the greatest resilience, protection and efficiency in routing the traffic between the network nodes.
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Internet Service Provider (ISP)

Zain Bahrain's ISP platform provides internet and other data services through mobile (2G, 3G and 4G LTE), WiMAX,
and dedicated links. The ISP systems, which are located at the same two mobile Core Sites, are, at the time of
preparing this Prospectus, undergoing a major revamp that will bring about capacity expansion, and will render
the two sites fully redundant to provide maximum protection. This revamp project is due for completion by the
end of the second quarter of 2014.

Billing management system

The Company currently operates with an advanced and integrated billing platform, otherwise known as TABS™
— Telecom Advanced Business Solutions (designed by International Turnkey Systems and now part of Huawei's
portfolio of products) for mobile, ISP and traditional fixed network services and applications. Post-paid Customers
are provided with facilities that enable them to review and query their bills online.

Zain Bahrain is currently in the process of replacing its billing and intelligent network platforms with a convergent
Charging-and-Billing-In-One (CBIO) platform, an end-to-end real-time revenue management environment for
customer management, charging and billing, and a new Customer Relationship Management system (CRM).
The new CBIO platform will allow the Company to handle all customers, partners and services in a streamlined,
convergent process, covering Prepaid and Post-paid, voice and data, fixed and mobile, retail and wholesale
customers in real-time. Traditional telecom services such as voice, messaging (SMS and MMS) and broadband
including bundled quadruple play offerings are all supported. Furthermore, the billing platform will allow the
Company to expand into new machine-to-machine offerings and advanced subscriber and partner management
capabilities, which creates vast opportunities for innovation.

Information Technology systems

Zain Bahrain operates and manages a wide range of Operation Support Systems (OSS) and Business Support
Systems (BSS) supporting network management, customer provisioning and billing, customer service, marketing
analysis, financial, human resources, enterprise resource management and other functions. The Company
owns additional business intelligence tools which are employed for revenue assurance, fraud management,
and performance monitoring. The Company also operates a call centre with an advanced IVR system, and a
comprehensive web portal that allows Customers to view their account balances, pay their bills (in case of Post-
paid), top up their accounts (in case of Prepaid), subscribe to various Zain services, be updated with the latest
offers and promotions currently available at Zain Bahrain, and obtain information on Zain Bahrain’s outlets’
locations and working hours. The IT department complies with the related policies and procedures in order to
ensure information security, performance and business continuity. IT applications maintain appropriate levels of
redundancy to ensure optimal operation and systems availability at all times. Through its relationship with the
Parent Company, the Company is able to acquire systems and applications at competitive terms.

Telecommunications Regulatory Framework

The Telecommunications Law identifies the stakeholders and their responsibilities as well as the regulatory
framework and policies governing the telecommunications industry in Bahrain. The Telecommunications Law sets
out the following salient principles:

¢ The Telecommunications Law formally establishes the TRA as a financially and administratively independent
public sector regulatory body with the responsibility of protecting the interests of subscribers and users,
promoting effective and fair competition among established and newly licensed telecommunications
operators and ensuring that, during any new licensing process, the suitably qualified operators are selected
to provide public telecommunications services. Matters which fall within the remit of the TRA include but are
not limited to:

- Technical standards and rules;

- Alllicences and payment of licence fees;

- Alllicensing;

- Frequency migration;

- Accounting separation;

- Interconnection;

- Access to the network and its facilities;

- Services tariffs;

- Access to, acquisition and removal of encumbrances on real property;
- Numbering;

- Universal service;

- Promotion of competition;

- Equipment approvals; and

- Compliance with licence and other conditions.
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¢ The Telecommunications Law also sets out the authorities and responsibilities of the TRA's chairman, its board
of directors, the General Director, and the Minister who has responsibilities for telecommunications affairs.
The General Director is responsible for setting up the internal structure and organisation of the TRA and, in
conjunction with the Ministry of Finance, the General Director is responsible for the preparation of the budget
for each financial year. The budget is approved by the TRA board of directors.

e The Telecommunications Law also stipulates the joint role of the Minister and the TRA in developing and
preparing a National Telecommunications Plan (NTP), issued every three years, to be approved by a resolution
of the Council of Ministers as well as in proposing drafts of laws pertaining to the telecommunications sector
in coordination with the TRA. This plan will set out the strategic policies on the telecommunications sector. To
date three national plans*>* have been issued. Furthermore, it sets out the role of the Minister in supervising
the implementation of the NTP as well as in representing Bahrain in regional, Arab and international
organisations, committees and unions that are concerned with telecommunications affairs.

* The Telecommunications Law defines the terms and conditions of “individual licences” (which may also
require the use of scarce resources such as spectrum and numbering ranges) and “class licences” as well as
frequency spectrum management, customer registration, interconnection between operators; and dispute
resolution between operators and between customers and operators.

* The TRA issues telecommunications regulations, orders and determinations as may be necessary in
accordance with Article 3(c) of the Telecommunications Law. Furthermore, in accordance with Article 3(f) of
the Telecommunications Law, the TRA issues public consultations (to which interested parties may comment)
when determining to take measures that will have a material effect on a particular telecommunications sector.

There are two different classes of licences that are issued under the Telecommunications Law as set out below:

* Individual Licences: For the establishment or operation of public telecommunications networks, the
establishment or operation of international telecommunications infrastructure or the offering of public
telecommunications services or international access services that require the use of national scarce resources
(such as frequency spectrum). Licences in this category include: mobile telecommunications services,
paging services, Very Small Aperture Terminal (VSAT) Services, Public Access Mobile Radio (PAMR) Services,
international telecommunications facilities, international telecommunications services, national fixed services
and National Fixed Wireless Services.

e Class Licences: For the establishment or operation of private telecommunications networks or services that
may or may not be connected to the public network but which do not use any national scare resource such as
frequency spectrum, numbering ranges nor require the obligation to connect to other licensed networks in
Bahrain. These licences include those for internet services and for VAS services.

Since 1 January 2003, a total of 185 telecommunications licences’ have been awarded to 74 companies in Bahrain,
52% of which are individual licences in the national fixed, Fixed Wireless access, mobile, international services and
international facilities domains; 46% of which are of the class licence variety in the ISP and VAS service spaces, and
the remaining 2% of which cover frequency and internet exchange licences.

Licences

As a telecommunications services provider, Zain Bahrain must have the necessary service licences as well as radio
frequency licences issued by the TRA. Zain Bahrain operates in accordance with the telecommunications licences
awarded by the TRA, and as such must comply with the terms and conditions of these licences and with the TRA's
regulations in general, as well as other governmental regulations and decisions relating to, among other things,
commercial, national security, municipal and environmental regulations.

The Company currently holds seven telecommunications licences in Bahrain as set out below:
a. Individual Mobile Telecommunications Licence (2013 Form) (IMTL)

Zain Bahrain's IMTL was issued on 19 September 2013 for a 15-year term. This licence supersedes the first IMTL
licence that was issued to Zain Bahrain on 22 April 2003. This licence grants Zain Bahrain the right to provide
mobile telecommunications services, including voice calling, text messaging, multimedia messaging, data and
access to the internet, using the Company’s mobile telecommunications network.

This licence also permits the licensee to apply to the TRA for the right to use frequencies or frequency bands in
accordance with a frequency licence to be granted under Article 44 of the Telecommunications Law. Zain Bahrain
has secured an amended frequency licence (dated 19 September 2013) which restates the period of authorisation
of the use of the Company’s existing spectrum bands. In addition, the Company has obtained a new frequency
licence (also dated 19 September 2013) setting out the period of authorisation of the use of a new 2 x 5 MHz
spectrum block in the 2100 MHz spectrum band. The following table highlights the currently allocated spectrum
bands under the terms of the associated frequency licences.

First national Telecommunications Plan, issued 20 July 2003

Second National Telecommunications Plan, issued on 13 February 2008

Third National Telecommunications Plan, issued on 3 July 2012; subsequently amended on 20 July 2013
Telecommunications Regulatory Authority Website (www.tra.org.bh) — Current Licensees

@ o o

ZAIN BAHRAIN B.S.C.(c) PROSPECTUS 29



Table 2 - Spectrum Bands Allocated for Zain Bahrain's IMTL

Frequency Band

Transmission Frequency Bands (MHz)

Zain Bahrain’s Frequency Licences Dates

Mobile station Base station Grant Date Expiry Date
900 MHz 885.6 - 890 930.6 - 935 13 August 2003 12 August 2018
901.8 - 909.4 946.8 - 954.4
1800 MHz 1710-1735 1805 - 1830 13 August 2003 12 August 2018
2100 MHz 1920 - 1935 2110-2125 13 August 2003 12 August 2018
2100 MHz 1975 -1980 2165-2170 19 September 2013 18 September 2028

Source: The Company

Other salient points in respect of the terms and conditions of the IMTL and the accompanying frequency licences

are set out below:

Payment of an annual licence fee of up to 1% of the licensee’s gross annual turnover calculated according to
a schedule of fees approved by the board of the TRA.

Payment of an annual frequency licence fee for the spectrum allocated to the Company according to a
schedule of fees approved by the board of directors of the TRA.

Payment of any spectrum usage rights fee stipulated in the frequency licence — Zain Bahrain is required to pay
BHD 900,000 in four (4) instalments over a period of three years.

Making 15% of the Company's issued share capital available for public subscription on or before 31 December
2013. (Note: The public offering was not completed by the Licence Obligation Date, and the Company made
representations to the TRA in respect of the elapsed deadline and the circumstances surrounding it, and of
the progress the Company was making in the run-up to the launch of the IPO. However, the TRA, on 3 July
2014, issued Article 35 Order No.1 of 2014 in which the TRA considered that Zain Bahrain had failed to comply
with its material license obligation in regard to the launching of an IPO by the License Obligation Date,
something that constituted a severe breach of its IMTL, and as a result the TRA ordered Zain Bahrain to pay a
fine. The TRA determine the fine to be in the amount of BHD 60,000 for each month of delay in launching the
IPO in the period from 1 January 2014 to 30 June 2014; BHD 90,000 for each month of delay in launching the
IPO in the period from 1 July 2014 to 31 December 2014; and BHD 180,000 for each month of delay thereafter.
By virtue of launching the IPO Zain Bahrain has now fulfilled the IPO obligation as set out in its IMTL.)

Achieving 99% population coverage (based on an outdoor measurement) within a period of nine months from
the licence award.

Maintaining a performance bond amounting to BHD 500,000 to guarantee satisfaction of the coverage
obligation for a period of at least four years, subject to a subsequent approval by the TRA, at its sole discretion,
for releasing the performance bond.

Ensuring that at all times the equity-to-debt ratio does not exceed 1:0.75.

Renewal of the licence for a further 10 years, provided that the Company has not committed a material breach
as defined in the terms and conditions of its licence.

Applying for and securing access to the microwave spectrum for backhaul transmission in the 7, 13, 18,
23, 38, and 42 MHz bands. The licence for these frequencies is renewable on an annual basis for individual
frequencies.

b. Individual National Fixed Wireless Telecommunications Service Licence (NFWS)

The NFWS licence was issued on 8 January 2007 with a 15-year term. This licence authorises Zain Bahrain to
provide fixed and nomadic telecommunications services, including broadband internet service as well as local
and international voice service, using a wireless network that operates in the frequency spectrum band of 3.5 GHz.
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The following table highlights the currently allocated spectrum bands under the terms of the associated frequency
licences.

Table 3 - Frequency Spectrum Bands Allocated for Zain Bahrain's NFWS Service

Frequency Band (MHz) Zain Bahrain's Frequency Licences Dates
Grant Date Expiry Date
3410 MHz - 3500 MHz 8 January 2007 7 January 2022

Source: The Company

Other salient points in respect of the terms and conditions of the licence are set out below:

* Payment of an annual licence fee of up to 1% of the licensee’s gross annual turnover calculated according to
a schedule of fees approved by the TRA's board of directors.

® Renewal of the licence for a further term of 10 years provided the Company has not committed a material
breach as defined in the terms and conditions of its licence.

* Applying for and securing access to the microwave spectrum for backhaul transmission in the 7, 13, 18, 23, 38,
and 42 MHz bands.

c. Individual International Telecommunications Services Licence

The individual international telecommunications services licence was issued on 1 July 2004 with a 15- year term.
This licence authorises Zain Bahrain to provide international telecommunications services. The initial licence fee
amounting to BHD 10,000 has been fully paid by the Company.

Other salient points, in respect of the terms and conditions of the licence, are set out below:

e Payment of an annual licence fee of up to 1% of the gross annual turnover of the licensee attributable to the
licensed services.

e Renewal of the licence for a further term of 10 years provided the Company has not committed a material
breach as defined in the terms and conditions of its licence.

d. Individual International Telecommunications Facilities Licence

The individual international telecommunications facilities licence was issued on 9 May 2004 with a 15-year term.
This licence authorises Zain Bahrain to install, operate, and manage international telecommunications facilities in
Bahrain such as cable landing stations and satellite earth stations. The initial licence fee amounting to BHD 20,000
has been fully paid by the Company.

Other salient points, in respect of the terms and conditions of the licence, are set out below:

e Payment of an annual renewal licence fee of up to 1% of the gross annual turnover of the licensee attributable
to the licensed services.

e Renewal of the licence for a further term of 10 years provided that the Company has not committed a material
breach as defined in the terms and conditions of its licence.

e. Individual Very Small Aperture Terminal Licence (VSAT)

The Individual VSAT licence was issued on 9 May 2004 with a 15-year term. This licence authorises Zain Bahrain to
provide telecommunications services by means of satellite networks between fixed points, where the point at the
Bahrain end is equipped with very small aperture (antenna) terminal equipment. The initial licence fee amounting
to BHD 5,000 has been fully paid by the Company.

Other salient points, in respect of the terms and conditions of the licence, are set out below:

¢ Payment of an annual renewal licence fee of up to 1.0% of the gross annual turnover of the licensee attributable
to the licensed services.

¢ Renewal of the licence for a further term of 10 years provided that the Company has not committed a material
breach as defined in the terms and conditions of its licence.
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5.3.8

5.3.9

f. Internet Services Provider (ISP) Class Licence

The ISP class licence was issued on 18 August 2003 with a 15-year term. This licence authorises Zain Bahrain to
provide internet services in Bahrain. It is important to highlight that this licence does not permit the holder to
provide public voice services. The initial licence fee amounting to BHD 1,000 has been fully paid by the Company.

Other salient points, in respect of the terms and conditions of the licence, are set out below.

e Payment of an annual renewal licence fee of up to 1% of the gross annual turnover of the licensee attributable
to the licensed services.

* Renewal of the licence for a further term of 10 years upon licence expiry.
g. Value Added Services Class Licence (VAS)

The VAS class licence was issued on 18 August 2003 with a 15-year term. This licence authorises Zain Bahrain to
provide VAS telecommunications services relating to data and voice (other than public voice services) that act on
the format, content, code, or protocol of information in order to provide additional or different information or that
involve customer interaction with stored information.

Other salient points, in respect of the terms and conditions of the licence, are set out below:

* Payment of an annual renewal licence fee of up to 1% of the gross annual turnover of the licensee attributable
to the licensed services.

¢ Renewal of the licence for a further term of 10 years upon licence expiry.
Certifications and Standards

Zain Bahrain has always been committed to work towards globally recognised standards and best practices
in all areas of its business. As such, the Company has been certified as conforming to the ISO Management
System Standard 1SO9001:2008 (quality standard) and the ISO Management System Standard 1SO27001:2005
(information security standard) since year 2005, assuring all its stakeholders, from customers to government
institutions, that Zain Bahrain operates in accordance with internationally recognised standards in terms of quality
and information security. This certification underpins Zain Bahrain’s systematic and disciplined approach to the
identification, assessment and resolution of risks and the institutionalisation of risk management, control and
governance processes, as well as its overall accomplishments in terms of business excellence.

Zain Bahrain Corporate Sustainability and Social Responsibility (CSSR)

In order to deliver on its brand promise, Zain Bahrain has put its CSSR programme at the heart of the organisation.
Working together with a variety of stakeholders, Zain Bahrain has always endeavoured to make a tangible
contribution to the Bahrain community. A selection of the most significant CSSR activities of Zain Bahrain is set
out below:

¢ Future University Network (FUN): Zain Bahrain’s unique FUN youth jobs training programme was launched
in year 2009 and remains active today. This programme aims at empowering university students with
workplace skills through on-job training as well as mentoring by Zain Bahrain's expert management team.
During year 2011, Zain Bahrain signed a contract with Tamkeen, the public-private partnership labour fund
which formulates strategic and operational plans to enhance the overall prosperity of Bahrain by investing in
Bahraini employment, job creation and social support. The contract reflects Zain Bahrain's plans to support
the FUN program over a period of two years as part of its human capital development efforts.

e "E-Waste” and “Go Green" Initiatives: Zain Bahrain’s national "e-Waste" recycling campaign supports the
responsible disposal of old unusable and usable mobile phones, batteries and accessories, thus preventing
pollution of Bahrain water and land resources. During year 2012, Zain Bahrain expanded its environmental
awareness campaign with an innovative Go Green movement for school children at selected schools. These
children are encouraged to start clean-up and recycling movements as well as awareness events such as
painting contests. Zain Bahrain supports such children with logistics, mentoring and prizes.

¢ Back-to-School: Zain Bahrain’s Back-to-School programme, in conjunction with different charities and non-
governmental organizations in the five governorates of the Kingdom of Bahrain, provides schoolbags and
other school material to over 20,000 children in need at the beginning of each school year.

e Zain E-Learning Centre at the University of Bahrain: Zain Bahrain’s e-Learning Centre was established in
year 2004 in coordination with the University of Bahrain, to provide tailored information, communications and
technology (ICT) e-Learning services to the university’s undergraduate students. Zain Bahrain continues to
support this centre financially. The centre has become a landmark in the education sector in the GCC region.
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5.3.10 Products and Services

Zain Bahrain provides a diverse range of Prepaid, Post-paid, broadband and enterprise services whilst keeping in
mind the varied telecommunication service needs of its residential and business customers in Bahrain. A synopsis
of the product portfolio and services is set out below.

5.3.10.1 Post-paid
Smartphone plans

Zain Bahrain offers Post-paid packages, bundled with products from the leading global smartphone manufacturers
to ensure that its customers in Bahrain have access to the cutting-edge global innovation at affordable prices.
These packages include the following:

e Smart Plans: Zain Bahrain offers smartphones such as Samsung, HTC and Nokia which are packaged with
free bundled minutes, unlimited bundled data as well as attractive tariffs. Such bundles form very competitive
packages in the Bahraini market.

e iPhone Plans: Zain Bahrain's global partnership with Apple ensures that its customers are the first in the
Bahraini market to purchase the latest iPhone as well as other iOS devices, providing them with competitive
packages.

* BlackBerry Plans: Zain Bahrain provides competitive BlackBerry plans to its customers with features such as
the latest BlackBerry devices, unlimited BlackBerry usage, unlimited calls to Zain Bahrain’s customers (on-net)
and free minutes to other networks (off-net).

FamilyShare™ plans

Zain Bahrain is a pioneer in introducing products that cater for the needs of the entire family under one unified
package. Zain Bahrain offers both mobile and broadband FamilyShare™ plans with unique features such as
multiple connections (SIMs), multiple smartphones and tablets, as well as shared minutes and data. The pricing
for the bundle is structured as a one monthly rental fee.

"Hewar" voice plans

Zain Bahrain provides customers with the option of choosing "Hewar”, an array of voice packages which offer
great value with features such as free bundled minutes, SMS and data.

Post-paid data, BlackBerry and voice add-on’s

Zain Bahrain offers its Post-paid customer a rich portfolio of services including unlimited data, unlimited BlackBerry,
and free unlimited VAS services that enable the Company’s customers to browse, chat, email, download, stream
and enjoy unlimited calls as well as SMS (on-net).

Corporate plans - Blife

Zain Bahrain offers Blife, a Post-paid innovative tariff plan for corporate clientele. Blife includes unique business
solutions such a Private Mobile Network (PMN), tailored tariff structures, special day/night rates, latest handsets
and detailed billing statements which allow corporate clients to be in complete control of their expenses whilst
being provided with superior business communication services.

Signature plans

Zain Bahrain offers an exclusive members club, Signature Plans, designed to provide the highest quality of
services and offers to the Company’s most valued customers. These plans offer customers a unique and premium
experience with VIP airport lounge access around the world, 24/7 concierge services, premium numbers and the
latest handsets. Such services are delivered by a dedicated team of account managers.

5.3.10.2 Prepaid
EasyTalk

Zain Bahrain offers EasyTalk, an unrivalled Prepaid value product, based on the revolutionary PayPerCall™ feature,
through which customers are charged one flat fee per call irrespective of the duration of the call. EasyTalk offers
customers a rich communication experience whilst retaining control and flexibility inherent in Prepaid products.
EasyTalk customers have access to a rich portfolio of competitively priced service add-ons such as unlimited data,
unlimited BlackBerry, and free unlimited calling add-on’s that enable customers to browse, chat, email, download,
stream and enjoy unlimited calls as well as SMS (on-net).

EasyTalk also boasts the most competitive international rates catering to the expatriate population in Bahrain,
making EasyTalk one of the best packages in the Bahraini telecommunications market.

Zain Bahrain offers its Prepaid customers flexible recharge options with an array of top-up card denominations.
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5.3.10.3 Broadband

Zain Bahrain offers a complete portfolio of internet connectivity products and services via its Home Broadband
and Mobile Broadband range of packages, ensuring that its customers are connected at home and on the go.
These offerings are enabled by Zain Bahrain’s expansive WiMAX, 3G, and 4G networks.

Home Broadband

Zain Bahrain's portfolio of Home Broadband products offers unmatched value in catering for household internet
as well as for fixed connectivity needs. Zain Bahrain is the pioneer operator in Bahrain in offering truly unlimited
home internet packages with no usage thresholds and speed downgrades, as well as dual-/triple-play propositions.
Zain Bahrain is also the first telecommunications operator in Bahrain to offer a bundled fixed and mobile voice
proposition, whereby Zain Bahrain's Home Broadband customers can make on-net calls for free. Home Broadband
packages are competitively priced and Wi-Fi routers are offered for free on all the plans. Zain Bahrain partners
with leading global brands to bundle its Home Broadband products with various complimentary products and
services. Home Broadband products also offer propositions to customers with free leading household devices
such as Samsung and Lenovo laptops, Samsung and Sony Smart TV's, and tablet computers.

4G LTE Broadband

Zain Bahrain offers the ultra-high speed Home Broadband products powered by the latest 4G LTE network.
The products are designed to significantly enhance the customer experience with data intensive gaming, video
streaming and other online applications. These packages offer speeds of up to 100 Mbps and data usage
thresholds of up to 1 Terabyte.

Mobile Broadband

Zain Bahrain also provides internet connectivity for customers on the go with options of Prepaid and Post-paid
package offerings as set out below:

* Post-paid Mobile Broadband: Zain Bahrain offers Post-paid e-GO packages with unlimited, "always-on”,
mobile data connectivity. e-GO packages offer a range of device options including free tablets, USB dongles,
potable Wi-Fi devices and a variety of the latest tablets and laptops.

¢ Prepaid Mobile Broadband: Zain Bahrain offers Prepaid e-GO packages with unlimited mobile broadband
internet connectivity on their laptops and tablets on a pay-as-you-go (PAYG) basis giving customers more
control on their mobile broadband usage. Zain Bahrain was the first telecommunications operator in Bahrain
to offer unlimited data usage on Prepaid mobile broadband packages. Zain Bahrain offers Prepaid mobile
broadband packages both as stand-alone data SIM and with a USB dongle.

5.3.10.4 Other exclusive mobile services for Zain Bahrain customers
International Roaming

Zain Bahrain has expanded its global reach by entering into more than 1000 service agreements with over 450
partner operators in over 160 countries and territories around the world. With such global reach, Zain Bahrain
customers traveling abroad have seamless access to voice, high speed data, and other services, both Post-paid
and Prepaid as they do in Bahrain.

Content Services Portal

Zain Bahrain offers an integrated content services portal, which brings together in one central platform, all types
of content from the internet on a customer's mobile device. These services include ring-back tunes, information
channels and games.

Self-Care Mobile Application

The Zain Bahrain Self-Care Mobile Application is a smartphone- and tablet-based application software for use by
the Company’s customers, and is the first of its kind in Bahrain. This application allows Customers to view their
account balances, pay their bills (in case of Post-paid) or top up their accounts (in case of Prepaid). It also allows
Customers to subscribe to various Zain services, be updated with the latest and most competitive offers and
promotions currently available at Zain Bahrain and obtain information on Zain Bahrain's outlets’ locations and
working hours, all through one application on their mobile device.

Zain Bahrain’s Self-Care Mobile Application is currently available for smartphones, tablets, and other mobile
devices using the following operating systems:

® Android, from Google Play

e {OS, from Apple Store

e BlackBerry, from BlackBerry App World

e Window, from Windows Store (soon to come)
Zain wallet

Zain Bahrain is the first and the only operator in Bahrain that offers a full m-finance solution via its wallet service, in
partnership with Bank Muscat International. Zain Wallet customers have access to a fully functioning mobile wallet
with cash-in/cash-out, peer-to-peer transfer, international money transfer and a host of other transaction services.
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5.3.10.5 Enterprise solutions

5.3.1

5.4
5.4.1

Zain Bahrain offers a range of enterprise products and solutions to its corporate customers including those set out
below:

* Private Branch Exchanges (PBX): Zain Bahrain has built the capability in its network to serve PBX's for
enterprises’ telephony requirements. The Company entered into several agreements with reputable vendors
to supply and support the PBX equipment.

e Leased Bandwidth: This is a solution for point-to-point and point-to-multipoint data connectivity that enables
companies to connect multiple sites together such as connecting branch offices to the main office IT systems.

e Dedicated Internet: This solution offers companies internet access with symmetrical download and upload
speeds ranging from 1 Mbps to over 100 Mbps combined and with a very high quality of service.

e Data Centre Hosting: Enterprises can house their computer servers at Zain Bahrain's data centre facility that
provides the space and the optimum environment, such as air conditioning, uninterruptible power supply and
data communications services.

Sales Channels

Zain Bahrain employs a combination of direct and indirect sales channels for targeting the consumer and business
segments, with the objective of making Zain Bahrain products available anywhere, anytime and everywhere with
close proximity to the customer for sales and services.

Zain Bahrain currently has 22 branded stores (“Experience Centres”) covering all major populated areas in Bahrain,
acting as a one-stop shop for all products, solutions and customer care cases, servicing more than 80,000 unique
customers on a monthly basis. Home delivery service is also offered under the retail channel through tele-sales,
website and social media channels, for added customer convenience.

Zain Bahrain Prepaid SIM cards are available at more than 2,800 authorised points of sale in Bahrain, managed by
two exclusive distributors. Prepaid registration is further conducted by more than 1,100 active registration dealers
in the market. Electronic vouchers and international calling cards are distributed via electronic voucher distribution
(EVD) terminals, managed by four exclusive distributors. Zain Bahrain has also entered into a relationship with
Sadad, for further voucher availability at more than 300 Sadad self-service kiosks in Bahrain.

Zain Business, enterprise and Signature sales are managed by their respective teams which are comprised of key
account managers who provide dedicated sales and service resources to each account.

Industry Analysis and General Overview

Demographics Overview

Although the Kingdom of Bahrain is the smallest country in the GCC region in terms of geographical size and
population, it has been at the forefront of economic development initiatives. The Kingdom of Bahrain has a
population of 1.3 million inhabiting an archipelago covering a land surface area of 760 square kilometres situated
in the Arabian Gulf.

Figure 2 — Map of Bahrain Figure 3 — GCC Countries Population (millions
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Source: Bahrain Central Informatics Organisation (2011)
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5.4.2

According to the Central Informatics Organisation, the population of Bahrain comprises approximately 48.9%
Bahraini nationals and 51.1% expatriates. Bahrain's average annual population growth is approximately 2.5%.
People under 30 years of age currently comprise 49.8% of the total population. The age distributions for the
overall population, the Bahraini population and the expatriate population are set out below.

Figure 4 — Bahrain's Demographics (as at 2011)
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Macroeconomics Overview

Key characteristics of the Bahraini economy are set out below:

Male Female

B 0.2

3.2% [l 29%

10.7%

15.1% | B3
15.7% |
10.0% s
5.3% [0l 2.9%

13% ] 1.0%
0.7% || 0.7%
Total Population Distribution

Population: 1,195,020
Population Under 30 years: 49.8%

Bahrain pioneered the Middle East region’s oil production in year 1932, thus establishing the region’s initial
framework for the petroleum industry®. Today, the Economic Development Board reports current production
from the country’s onshore fields at approximately 43,000 barrels per day. Work is underway to significantly
increase the production by over 100% to 100,000 barrels per day by year 2020 through the investment of
USD15 billion in the oil and gas sector’.

Bahrain's economy in terms of GDP ranks 110th worldwide (52nd on a per capita basis), and the 6th in the GCC
(the 5th on a per capita basis). During year 2012, Bahrain's nominal GDP was USD 31 billion with a per capita
figure of USD 26,700. During year 2013, the economy rebounded with an annual real growth rate of 4.1%
representing a sharp increase compared to a 1.9% growth rate recorded in year 2011. The economy is largely
dependent on oil, with the public revenue projected contributions in years 2013 and 2014 set at approximately
86.2% of the overall budget compared to non-oil services at approximately 12.4% and grants at 1.4%. Aware
of the oil’s finite nature, Bahrain has sought, over the years, to diversify its economy at an early stage and
consequently established itself as a leading regional financial centre with a highly regarded regulatory system.
The non-hydrocarbons sectors have also played a key role in boosting GDP growth in year 2012, making up
for a slower year for the hydrocarbons. According to the Bahraini Ministry of Finance National Accounts™,
oil constituted 24.6% of the GDP in year 2012 while reflecting a decrease of 4.9% compared with the non-oil
sector, which constituted 75.4% of GDP with growth rates of 8.0%. The financial services sector has been the
single largest contributor to Bahrain's GDP at 15.9% reflecting high growth in the sector. The transport and
communications sector (which includes mobile, fixed and internet services) accounted for 6.4% of the GDP in
year 2012.

Figure 5 — Nominal GDP (USD Billions) and
CAGR 2013-2017

Figure 6 — GDP per Capita (PPP) USD ('000)
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& Oxford Business Group, The Report — Bahrain 2013
¢ Economic Development Board, “Bahrain Factsheet - Bahrain Oil and Gas”, March 2013
19 Bahrain Central Informatics Organisation, National Accounts 2012
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Bahrain is the 8th most economically free nation in the world (and the 2nd in the GCC), according to the
Economic Freedom of the World: 2013 Annual Report published by the Fraser Institute'. This is the second
consecutive year in which Bahrain has been ranked amongst the top 10. Similarly, Bahrain' has been ranked
as a regional leader holding first place in the Middle East region and holding the 12th place worldwide in
the Wall Street Journal / Heritage Foundation Economic Freedom Index, thereby setting a critical example
for other countries in the MENA region. Its transition to greater openness, diversification, and modernisation
is based on strong foundations of economic freedom. Despite the challenging external and internal
environments, Bahrain has maintained above-average levels of economic freedom in almost every measure.
It remains a financial hub for dynamic economic activity, with high levels of trade and investment bolstered by
a competitive and efficient regulatory environment.

Relative to other GCC countries, Bahrain was the first to implement a Free Trade Agreement with the United
States of America. This agreement was signed on 14 September 2004 and it came into effect on 1 August
2006",

During year 2012, Bahrain was ranked 48th in the world" in respect of the Human Development Index and
was recognised by the World Bank as a high income economy. Bahrain is a member of the United Nations, the
World Trade Organisation, the Arab League, the Non-Aligned Movement and the Organization of the Islamic
Conference as well as a founding member of the Cooperation Council for the Arab States of the Gulf.

In the financial services sector, Bahrain is home to the highest number of Islamic financial institutions (24
out of 111 or 21.6% country-wide) in the Middle East region, and competes with Malaysia as a worldwide
centre for Islamic banking. Bahrain continues to seek new natural gas supplies as feedstock to support
its expanding petrochemical and aluminium industries. Bahrain also plays host to a number of regulatory
institutions that provide international standards for the financial services sector, such as the Accounting and
Auditing Organisation for Islamic Financial Institutions, the International Islamic Financial Market, the Islamic
International Rating Agency, and the General Council for Islamic Banks and Institutions.

According to the World Bank’s 2013 "Doing Business” report, the country ranks 42nd in the world (and the
3rd in the GCC behind Saudi Arabia and Qatar) for the ease of conducting business, and the World Economic
Forum’s 2012-13 "Global Competitiveness Report” ranks Bahrain 35th.

On the ICT front, significant achievements have also been made as follows:

Bahrain has had an open and forward-thinking approach, investing heavily in the ICT infrastructure. Bahrain
was the first in the region to fully deregulate its telecommunications market with the founding of the TRA in
year 2002. Since then, the TRA has issued more than 182 licences.

The increasing power of ICT has also provided governments with the flexibility of providing services and
information to citizens through multi-channels. Bahrain’s national e-Government strategy' for year 2016
(codenamed “ADVANCE") aims to increase the awareness to 90% and customer satisfaction level to over
80% for all key services used by both residents and businesses online. For business, this includes business and
office registrations, work permits, banking services, environmental compliance and tendering of government
contracts. It is planned that 50% of Government entities will interact with clients on a weekly basis through
social networks by year 2014. As of the date of this Prospectus, the country has made significant strides
in e-Government services. In June 2010, Bahrain became one of the only three countries to receive a UN
e-Government special award for making significant progress in improving its e-service and strengthening its
service delivery through e-participation. In January 2012, Bahrain was ranked 2nd in the Middle East region in
the United Nations e-Government Survey'. The UN Global e-Government Readiness Survey placed Bahrain
the 36th out of 192 countries worldwide in its application of ICT to provide access and inclusion for its citizens.
In the survey, Bahrain outperformed the world average across e-readiness, Web measure, infrastructure,
human capital and e-participation.

According to the global information technology report of year 2012", issued by the World Economic Forum,
Bahrain leads the Arab World in the global ICT measure - Networked Readiness Index (NRI) - ranking 27th
world-wide. Bahrain has created a fairly sophisticated enabling environment for entrepreneurship and
innovation (ranking 11th) that, coupled with a good ICT readiness (ranking 25th) in terms of infrastructure,
affordability, and overall skills, has brought the country to this good position. The NRI measures the degree to
which economies across the world leverage ICT for enhanced competitiveness.

I8 & E o0

Economic Freedom of the World 2013 Annual Report: The EFW index, first published in 1996, now covers 152 countries and territories.
The index measures the degree to which the policies and institutions of countries are supportive of economic freedom. The cornerstones
of economic freedom are personal choice, voluntary exchange, freedom to compete, and security of privately owned property. Forty-two
variables are used to construct a summary index and to measure the degree of economic freedom in five broad areas: Size of Government,
Legal System and Property Rights, Sound Money, Freedom to Trade Internationally and Regulation.

The Heritage Foundation in partnership with the Wall Street Journal, “2013 Index of Economic Freedom”, 2013

Ministry of Interior — Custom Affairs

UNDP, “Human Development Report 2013 - The Rise of the South: Human Progress in a Diverse World”, 2013

Summary - National e-Government Strategy 2016

United Nations Department of Economic and Social Affairs, “E-Government Survey 2012 — E-Government for the People”, 2012

World Economic Forum and INSEAD Business School, “The Global Information Technology Report 2012"
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5.4.4

e Bahrain’s Economic Vision 2030, its long-term development strategy launched in October 2008, outlines plans
to build upon Bahrain’s success through further diversification of its economy. It aims to enhance private sector
growth while the Government invests in infrastructure projects, affordable housing and human resources. The
National Economic Strategy, which is designed to realise the Economic Vision 2030, has prioritised six areas
for development: financial services, professional and industrial services, logistics, education and training,
manufacturing and ICT.

Telecommunications Industry

Based on the figures published by the TRA in the “Telecommunications Markets Indicators in the Kingdom of
Bahrain” annual reportissued in September 2013, the Bahraini telecom market experienced a strong and sustained
revenue growth of almost 8% CAGR since year 2006, reaching BHD 409 million in year 2012. The growth in the
telecom market has been in line with the overall economic growth in Bahrain, resulting in a stable contribution to
the GDP of 4% during year 2012.

Figure 7- Bahrain Telecom Market Revenues Evolution
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The main drivers of growth in the market are the mobile segment, which accounted for over 42% of the telecom
retail services revenues, and the broadband segment, which accounted for over 12% of total revenues. International
calling revenues also form a significant revenue stream with over 26% share of the total retail revenues. Fixed line
(local voice) has experienced a sustained and sharp decline since year 2006, mainly driven by strong mobile
substitution, accounting for less than 4% of the market revenues. The percentage contributions to retail revenues
are illustrated in Figure 8.

Figure 8 — Breakdown of Retail Services Revenue in Year 2012
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Mobile Market Overview

According to the TRA's "Quarterly Market indicators — Data at the end of Q4 2013, there were 2.21 million mobile
subscribers in Bahrain at the end of year 2013, representing a market penetration of 173%. This also represents
a growth of 5.2% from 2.1 million subscribers at the end of year 2012. The subscribers’ growth over the previous
12-month period, i.e. since the end of year 2011, was 23.5%, from 1.7 million subscribers.

'8 Economic Development Board, “From Regional Pioneer to Global Contender: The Economic Vision 2030 for Bahrain”, 2008
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In year 2012, national voice and data on mobile represented nearly half of the telecommunications retail services
revenue. Within national voice, traffic has grown at a very fast pace in the past four years. Traffic growth has been
particularly sharp among Prepaid customers, where monthly minutes of use per subscriber increased significantly
from 89 in year 2009 to 178 in year 2010, 245 in year 2011 and 244 in year 2012, mainly driven by the entry of the
third mobile telecommunications operator in the market resulting in a sharp decline in price per minute and free
on-net offers.

Table 4 - Mobile Revenue Evolution

Mobile Revenues Growth
(BHD Millions) 2007 2008 2009 2010 2011 2012 2011-2012
Prepaid 65.9 95.3 90.9 86.9 99.0 96.3 (2.7%)
Post-paid 58.8 88.4 91.2 91.2 929 96.8 4.2%
Total 124.7 183.7 182.1 178.1 191.9 193.1 0.6%
Source: TRA

Figure 9 — Voice Traffic per Subscriber Evolution
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With the launch of 3.5G services, data has become the main driver of the telecommunications market growth
in Bahrain. Mobile data experienced an explosive growth from year 2011 onwards. At the end of year 2012 the
number of mobile broadband subscribers was 1.081 million. This grew further by 35% to 1.461 million at the end
of year 2013.

Figure 10 - Mobile Broadband Subscriptions
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5.4.6

Fixed Market Overview

Fixed lines subscribers reached 261,000 customers as of December 2012, with a slight drop to 251,000 customers
by the end of year 2013, with Fixed Wireless service constituting 35% of the total fixed lines. Monthly national
outgoing voice traffic per fixed subscriber, both among business and residential customers, has experienced a
sharp decline from year 2007 to year 2012, with revenues declining at nearly 7.5% CAGR, mainly driven by mobile
substitution. In 2012, fixed voice revenues (excluding fixed international revenues) accounted for less than 4% of
the retail market.

Table 5 - Fixed Voice Revenue Evolution

Fixed Voice
Revenue Growth
(BHD Millions) 2007 2008 2009 2010 2011 2012 2011-2012
Residential 10.8 10.5 10.7 7.6 47 37 (21.3%)
Non-residential 6.6 6.6 6.8 7.0 7.5 8.1 8.0%
Total 17.4 17.1 17.5 14.6 12.2 11.8 (3.3%)
Source: TRA

Figure 11 - Fixed Voice Traffic Evolution
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International Market Overview

The outgoing international calls traffic, which includes calls from mobile, fixed and calling cards, witnessed a
significant growth over the past several years. This growth was in line with the expatriate inflow into Bahrain,
and was the driver for the significant revenue growth of this segment of the telecommunications market until
year 2009, despite strong pressure on prices. Between year 2009 and year 2011, blended prices declined by
85%, thereby lowering revenues by nearly 9%. However, international voice revenues grew in year 2012 by 18%,
driven by 28% growth in international outgoing minutes, proving to be a significant component of the Bahrain
telecommunications market that accounted for over 26% of the retail revenues in year 2012.
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Table 6 - International Revenue Evolution

International
Mobile Revenue Growth
(BHD Millions) 2006 2007 2008 2009 2010 2011 2012 2011-2012

GCC 15.4 16.6 13.93 18.3 127 11.4 12.14 6.5%
Zone 2 19.7 27.6 31.56 36.5 38.8 38.8 47.08 21.3%
Zone 3 7.3 7.4 6.36 7.8 6.7 5.1 8.86 73.7%
Zone 4 14.3 11.5 13.13 13.2 13.9 13.9 13.89 (0.1%)
Total 56.7 63.1 65.00 75.8 721 69.2 81.97 18.5%
Source: TRA

Figure 12 - International Price-Per-Minute Evolution
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Broadband Market Overview

Broadband, including both fixed and mobile, has been one of the key drivers of the market in recent years
and in 2012 accounted for over 12% of the overall telecommunications retail services revenues. Broadband
subscribers reached 1.25 million as at December 2012. At the end of year 2013, there were approximately 1.63
million broadband subscribers, representing a broadband penetration of 128%. Much of the growth in broadband
services in recent years has been driven by mobile broadband, which reflects the popularity of smartphones and
tablets.
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Figure 13 - Broadband Subscriber Evolution by Access Type
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Although the number of broadband subscribers increased dramatically in year 2012 compared to year 2011,
broadband revenues dropped by 2% due to reductions in broadband prices. Based on year 2012 Price
Benchmarking Study of telecom services in Arab countries, fixed broadband prices in Bahrain declined by up to
53% between year 2011 and year 2012. Also, mobile broadband prices in Bahrain declined by up to 63% between
year 2011 and year 2012.

Table 7 - Broadband Revenue

Broadband
Revenue Growth
(BHD Millions) 2009 2010 2011 2012 2011-2012
Residential 24.0 28.97 30.5 30.8 1.0%
Business 8.5 9.95 8.1 6.9 (14.8%)
Total 325 38.92 38.6 37.7 (2.3%)

Source: TRA based on operators data
Note: Broadband revenues include fixed (wired and wireless) and mobile broadband

Based on the "2011 Residential Consumer Survey Report” published by the TRA in February 2012, broadband
customers spent 56% of their time on mobile connections in year 2011, up from only 20% in year 2007. According
to the survey, the main reasons behind this significant usage pattern shift are enhanced experience in mobile
devices (e.qg. larger screens), reduced prices for mobile internet and improved download speed.

Mobile broadband access via ‘PC data card’ (also known as dongle data SIMs) and data add-on’s increased
fourfold and access via mobile phones more than doubled, up from 2% and 16% in year 2007 to 8% and 39% in
year 2011, respectively. According to the same survey, one of the main factors driving the sharp increase in mobile
broadband usage is the access to social networking sites.

5.4.8 Adjacent Markets Overview

It is anticipated that adjacent markets, along with data, will be the main driver of the telecommunications market
in the upcoming years, softening to some extent the impact of the decline in voice. Convergent offers are
becoming the key element for customer acquisition and retention, opening up opportunities for operators for
triple-play and quadruple-play strategies. The chart below illustrates a significant number of opportunities that
can be pursued by operators.
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Figure 14 - Transformation into Adjacent Markets
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Zain Bahrain's strategy of bundling digital services and hardware with core telecommunications products and
services is already paying dividends. Moreover, the organisational and commercial competencies built in the
mobile data space coupled with the recent large-scale investments in rolling out the latest mobile data and
broadband networks will ensure that Zain Bahrain stays at the forefront of the telecommunications industry
evolution towards convergent and adjacent services.

Organisational Structure
Zain Bahrain is a subsidiary of the Parent Company. The Parent Company holds 63% of the equity in Zain Bahrain

prior to the IPO, has majority board representation on the Board, and has entered into the Management
Agreement to manage the Company’s operations.

Figure 15 - Zain Group - Principal Mobile Operations

Mobile Telecommunications
Company KSC
("Parent Company”)
(Kuwait Incorporated)

96.516% 63.00% 76% 37.045%
Zain Jordan Zain Bahrain Zain Iraq Zain Saudi Arabia
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0% — Network 15.5%
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Touch Inwi Zain Sudan Zain South Sudan
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¥l Management agreement B Parent Company B Subsidiary

Source: The Company
*The Parent Company holds 50% of a joint venture (Zain Al Ajial Holdings) which in turn holds 31% of the equity of Inwi.
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Zain Group Overview

The Parent Company, established in June 1983, is a leading mobile telecommunications operator in the Middle
East and North Africa with an international pedigree spanning 30 years — in building and managing mobile and
WIMAX telecommunications operations.

Zain Group has commercial points of presence in eight countries, providing voice, messaging (SMS and MMS)
as well as high-speed broadband data services to more than 46.1 million customers as at 31 December 2013 and
over 7,573 employees.

The Parent Company is the majority shareholder and manages the business, network assets and commercial
operations in its subsidiaries in Jordan, Bahrain, Iraq, Saudi Arabia, Sudan and South Sudan. The equity stakes'
held in each of these operations are as follows:

e Jordan: 96.516%
e Babhrain: 63%

* lraq: 76%

¢ Saudi Arabia: 37.045%
e Sudan: 100%

¢ South Sudan: 100%

In the Republic of Lebanon, the Parent Company manages the mobile network assets and commercial operations
on behalf of the Lebanese Government under the brand name “Touch”. In Morocco, the Parent Company has a
50:50 joint venture with the Kuwait Investment Authority (KIA) in Al-Ajial Investment Fund Holding, a Moroccan
based joint venture investment vehicle which, in turn, holds 31% of the equity shareholding of ‘Inwi’, the third
telecommunications operator in Morocco.

Zain Group is the market leader by market share in six of the markets in which it operates. As of December 2013,
Zain Group generated consolidated revenues of USD 4.4 billion, consolidated EBITDA of USD 1.9 billion and a
consolidated net income of USD 764 million.

The Parent Company is the largest non-banking listed corporation on the Kuwait Stock Exchange with a market
capitalisation of over USD 10.6 billion as of 31 December 2013. The Kuwait Investment Authority is the largest
shareholder in the Parent Company (holding approximately 24.6% of its shares). Between years 2002 and 2009,
the Parent Company pursued a strategy of expansion which led it to grow from a Kuwait-based single mobile
telecommunications operator to a diversified multinational telecommunications operator with an active customer
base of 72.5 million as at 31 December 2009. In June 2010, the Parent Company sold its wholly-owned subsidiary
Zain Africa B.V. to Bharti Airtel International Netherlands B.V.

The Parent Company has established an award-winning brand, rated No. one in the Arab world by the Arab
Society for Intellectual Property®; rated No. 9 amongst top 50 brands in MENA with a brand equity of USD 1.18
billion?'; and rated No. 73 (with an AA rating) by Brand Finance?, the global brand tracker.

Zain Group has deployed state-of-the-art technologies in almost all of its markets. The following table highlights
the technologies deployed, the population coverage, the market share held by each of the operating companies,
as well as relevant financial metrics.

3

The quoted equity percentages include statutory shareholdings held by the directors of the companies in accordance with the relevant local

company laws.

2 Arab Society for Intellectual Property (“ASIP’): Online poll across 54 countries, commencing in September 2012 to promote and highlight the
most famous Arab trademarks concluded in May 2013. The survey included 200 of the most recognizable Arab trademarks across all Arab
countries with over one hundred thousand respondents participating in a questionnaire issued through ASIP/s website (www.toparabbrands.
com).

2 Brand Finance and Gulf Marketing Review; Top 50 MENA Brands 2013, May 2013.

2. Brand Finance, (www.brandfinance.com), a leading brand valuation consultancy
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Table 8 — Key Characteristics of Zain Group Operating Companies

Operator Operation Operating Type of Subscribers as at  Market Share &
Name Type Years Technology 31 December 2013  Market Position
Zain Kuwait Management 31 years GSM, 3G, 2.5 million 39% (#1)
Control and Board HSPA+, LTE
Representation
Zain Jordan Management 11 years GSM, 3G, 3.9 million 39% (#1)
Control and Board HSPA+, WIMAX
Representation (802.16¢)
Zain Bahrain Management 11 years GSM, 3G, 724,548 (Mobile) 33% (#2)
Control and Board HSPA+, LTE, 47,914 (WiMAX)
Representation WiMAX (802.16¢)
Zain Management 6 years GSM, 3G, 8.5 million 15% (#3)
Saudi Arabia Control and Board HSPA+, LTE
Representation
Zain Iraq Management 10 years GSM 15.9 million 49% (#1)
Control and Board
Representation
Wana Morocco Board 5years GSM, 3G, 8.4 million 26.4% (#3)
Representation CDMA-WLL
Touch, Lebanon Management 10 years GSM, 3G, 2.0 million 53% (#1)
Contract HSPA+
Zain Sudan Management 8 years GSM, 3G, 11.7 million 43% (#1)
Control and Board HSPA+
Representation
Zain Management 2 year GSM, 3G 812,000 41% (#1)
South Sudan Control and Board

Representation

Source: The Parent Company

Relationship with Zain Group

The benefits of the Company’s association with Zain Group include those set out below:

Zain Group's Expertise in Building Mobile Networks in the Middle East: Zain Group has over 30 years’
of experience in establishing, building and managing mobile telecommunications operations. Zain Group
has deployed state-of-the-art technologies and has deployed a vast array of telecommunications products
and services. Furthermore, Zain Group's strategy, focusing on customer experience, enterprise services,
operational excellence, adjacent services, leadership and talent management as well as effective stakeholder
engagement, facilitates strong growth and development of its subsidiaries. Zain Group's management team
comprises individuals with extensive experience in the mobile telecommunications sector, in particular in the
Middle East region, who have been instrumental in growing Zain Group's market share.

Zain Group's Financial Relationships: Zain Group's existing financial relationships and access to funds assist
the Company in exploiting opportunities to access multiple sources of financing that facilitate the Company’s
operations, marketing and expansion strategies.

Economies of Scale and Zain Group's Commercial Relationships: Zain Group's existing commercial
relationships assist the Company to exploit opportunities, benefit from economies of scale and, accordingly,
optimise costs. For instance, Zain Group has supported and continues to support the Company’s operations
by negotiating and agreeing advantageous terms with equipment and device vendors in respect of the on-
going development of the network, thereby leveraging Zain Group's stronger purchasing power. Zain Group
also continuously supports the Company in its negotiations with roaming partners as well as facilitating
employee recruitment and participation in regional initiatives. In addition, the Company benefits from the
brand awareness created through Zain Group's regional media advertising.
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Corporate Governance Practices

The Corporate Governance Framework (“CG-Framework”) of the Company defines and sets out the approach
to the formulation of the Company’s objectives, how risks are monitored and assessed and how the Company's
performance is evaluated and optimised. The CG-Framework also regulates the relationships amongst
Shareholders, the Board, the Management and other stakeholders. This CG-Framework shall be adopted by the

Board as part of the listing requirements.

The CG-Framework was developed using the “Central Bank of Bahrain Rulebook — Volume 6: Capital Markets”
issued by the CBB, the “Corporate Governance Code” issued by the MolC and the "Disclosures Standards”
issued by the CBB. The external source documents used to develop this CG-Framework are set out below:

Table 9 — External source Documents Used to Develop the CG-Framework

Source
Document

Rulebook —
Volume 6: Capital
Markets

Corporate
Governance Code

Disclosure
Standards

Commercial
Companies Law

Source: The Company

Date of
Issuance

January 2012

January 2011

December 2003

2001

Issuing
Authority

CBB

MolC

CBB

MolC

Description

“Rulebook — Volume 6: Capital Markets” covers
the regulation and supervision of Bahrain's “Capital
Markets”. It applies to all participants in Bahrain’s
“Capital Markets”

The "Corporate Governance Code” establishes best-
practices in relation to the Corporate Governance
Framework. This “Corporate Governance Code”

is intended to apply to all operating “Joint Stock
Companies” incorporated under the Commercial
Companies Law in Bahrain

The "Disclosure Standards” apply to listings, public
offerings and sales of securities in Bahrain. All listed
companies quoted on the Bahrain Bourse must
comply in full with the “Disclosure Standards”

The Commercial Companies Law is the main source
of Bahraini legislation governing the establishment,
business and management of corporate entities in
Bahrain

The CG-Framework is based on the following three main pillars:

* Accountability: To ensure that Management is accountable to the Board and that the Board is accountable
to the Shareholders;

e Fairness: To protect Shareholders’ rights and treat all Shareholders equitably; and

e Transparency: To ensure timely and accurate disclosure on all material matters, including the financial
situation, performance, ownership and corporate governance of the Company.

The Center for Corporate Services SAL (CCS) assisted the Company in developing the CG-Framework
compendium. This compendium comprises the following charters, policies, frameworks, codes and manuals
which are available for inspection:

Audit Committee charter.
Nomination and Remuneration Committee charter.

Disclosure and transparency policy, including insider trading issues.
Communications policy.
Corporate sustainability and social responsibility policy.
Succession planning policy.
Whistle-blowing policy.
Internal controls framework.
Enterprise risk management framework.
Code of conduct and ethics.
Shareholders’ manual.
Board of Directors’ manual.

The CG-Framework compendium also includes charters for the optional risk, executive and corporate governance

Board Committees.
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6.1

6.1.1
6.1.1.1

6.1.1.2

Board of Directors and Senior Management

Information on Directors and Senior Management
Board of Directors

The Company is managed by its Board which has the ultimate responsibility for the overall conduct of the
Company's business.

The primary responsibility of the Board is to provide effective oversight over the Company’s affairs for the benefit
of its Shareholders and to balance the interests of its Stakeholders.

The Board has a fiduciary duty of care and loyalty to the Company and its Shareholders and is accountable to
the Company’s Shareholders for the proper conduct of the business. In addition, the Board is also responsible for
overseeing the accuracy and completeness as well as the Company's compliance with its CG-Framework.

The Directors are responsible both individually and collectively for performing, among others, the main
responsibilities set out below:

* Vision, Objectives and Strategy: the Board shall set the vision of the Company and shall provide direction
in addressing what the Company wants to achieve in the short, medium and long-term. Once the Board has
set the vision of the Company, it shall set the objectives which will define the stages towards realizing the set
vision. The Board shall then define the strategy, which will assist the Company in meeting its objectives.

e Risk Management: the Board shall lay-down policies relating to risk management and will review and
update such policies as and when deemed necessary. In addition, the Board shall ensure the implementation
of appropriate control procedures for risk management by forecasting the risks that the Company might
encounter and disclosing them with transparency.

e Code of Conduct and Ethics: the Board shall assess periodically the adequacy of the Company's code of
conduct and ethics in promoting compliance with applicable laws, rules and regulations. In addition, the
Board shall develop a formal policy that will aim to regulate conflicts of interest and remedy any possible cases
of conflict by the Shareholders, the Board and the Management.

¢ Internal Control Framework: the Board shall conduct an annual review of the efficiency of the Company’s
internal control procedures as well as review the established policies to ensure that the Company complies
with applicable laws, rules and regulations. The Board is committed to disclosing material information to its
Stakeholders. In addition, the Board shall review the periodic reports issued by the Board Committees, the
Management, the internal and External Auditor through its Audit Committee, regulators and third parties to
assess the Company’s performance and take corrective measures.

* Appointment and Succession Planning: the Board shall provide the framework for identifying long-term
successors for key Management positions and shall detail their development plans to meet the requirements
of these positions. Succession planning ensures operational continuity by preparing employees to smoothly
fill future vacancies in key Management positions should the need arise.

e Management Arrangements: the Board has the authority to enter into loan agreements with governments,
banks and financial institutions, regardless of each loan term. In addition, the Board may enter into commercial
loan agreements, for terms not exceeding the Company’s term.

* Reporting: the Board shall ensure the integrity of the Company’s accounting and financial reporting system,
including procedures relating to the preparation of financial reports.

e Performance Monitoring: the Board shall act as a scrutiniser of Management's performance in accomplishing
the Company’s objectives and meeting its approved performance targets.

e Commitment and Protection of Shareholders’ Rights: the Directors shall commit to giving their time and
commitment to attend Board meetings and keep themselves updated as to relevant developments in the
Company's business (financial, commercial and technical), market, regulatory and legal arenas so as to identify
potential road-blocks which prohibit the Company from achieving its objectives. In all its actions, the Board
shall commit to monitor and safeguard the Company's reputation and continuously work towards enhancing
it.

e Whistle-blowing: the Board shall adopt a whistle-blower programme under which employees can
confidentially raise concerns about possible improprieties in financial, business, regulatory or legal matters.

Appointment of Directors and their responsibilities

The Board currently comprises six non-executive Directors, appointed as representatives of the Founders. The
Board currently does not have any Independent Directors.

In accordance with the Company’s Board of Directors’ manual, the Directors are required to meet at least four
times in a given financial year.
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Directors are appointed by the Shareholders from amongst candidates proposed by the Board on the
recommendations of the Nomination and Remuneration Committee. The Board is appointed for a period of three
years on a renewable basis. At the request of the Board, the Minister of Industry and Commerce may extend the
membership term of a Director for no more than six months at which time the relevant Director becomes subject
to re-election.

Termination of directorship can take effect in the cases set out below:

e If a Director does not have the appropriate legal qualifications or has been sentenced for an act, a fraud or a
crime affecting his honour or integrity;

e If a Director is appointed or elected in a manner contrary to the provisions of the law;

¢ If a Director abuses his membership to carry on a competitive business to the Company or causes damages
to the Company; or

* If the Shareholder appointing the member removes him.

Termination of a member of the Board or indeed the whole Board can also be effected by a General Assembly in
accordance with Article 178 of the Commercial Companies Law of Bahrain.

All of the existing Directors were appointed during the General Assembly on 22 February 2012 for a three-year
term expiring on 22 February 2015. Following the Conversion, the Company shall hold an Extraordinary General
Assembly meeting for the appointment of an additional Director, who shall be an Independent Director, to be
part of the Board. The names of the current Directors as at the date of this Prospectus, their initial appointment
dates and brief biographies are set out below:

Table 10 - Members of the Board of Directors

Name Designation Date of Initial Appointment
Shaikh Ahmed Bin Ali Al Khalifa Chairman 19 April 2003

Mr Asaad Ahmed Al-Banwan Deputy Chairman 7 February 2005
Shaikh Rashid Abdulrahman Al Khalifa Director 19 April 2003

Mr Waleed A. M. A. Al-Roudan Director 27 October 2011

Mr Jamal Shaker Al-Kazemi Director 27 October 2011

Ms Shaikha Khalid Al-Bahar Director 27 October 2011

Source: The Company

Shaikh Ahmed Bin Ali Al Khalifa

Shaikh Ahmed Bin Ali Al Khalifa (born 16 January 1955) was elected as the Chairman of the Board on 19 April 2003.
He also acts as the chairman of the board of DHL International Bahrain W.L.L., DHL Aviation W.L.L. and MENA
Aerospace Enterprises W.L.L. He has been acting as the chairman of the board of MENA Aerospace Enterprises
W.L.L. since its establishment in year 2004. Shaikh Ahmed Bin Ali Al Khalifa is also the chairman of Muharraq Club
since year 1989 and prior to that he was the vice chairman of the club from year 1978 to year 1988.

Mr Asaad Ahmed Al-Banwan

MrAsaad Ahmed Al-Banwan (born 13 February 1959) was appointed as the chairman of Mobile Telecommunications
Company K.S.C. (the Parent Company) in March 2005. Mr Asaad Ahmed Al-Banwan started his career with the
Kuwait Foreign Trading Contracting and Investment Company (KFTCIC, now the Kuwait Investment Company),
where he became a senior vice-president in year 1996. He then took over as the deputy general manager of Wafra
International Investment Company in Kuwait, from year 1996 to year 1999. Mr Asaad Ahmed Al-Banwan was the
vice-chairman and the chief executive officer of the National Investment Company in Kuwait from year 2000 to
year 2012. Prior to that, he was the chairman and the managing director of the National Investment Company
from year 1999 and the managing director and member of the board of directors since year 1996. In addition, Mr
Asaad Ahmed Al-Banwan is a member of the board of directors of several regional and international companies.
Prior to being appointed as the chairman of the Parent Company, Mr Asaad Ahmed Al-Banwan was the vice-
chairman and a member of its investment committee. Mr Asaad Ahmed Al-Banwan is also the vice-chairman
of the Kazma Sports Club. Mr Asaad Ahmed Al-Banwan holds a BSc in Finance and Administration from the
University of Kuwait, Kuwait.
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Shaikh Rashid Abdulrahman Al Khalifa

Shaikh Rashid Abdulrahman Al Khalifa (born 24 January 1955) is the managing director of Mi‘mar Architecture
& Engineering since year 1992. Prior to that, he was with the Bahrain Defence Force, holding the position of
Director of Military Works from year 1982 to year 1991 and Head of Engineering Department from year 1978 to
year 1980. Shaikh Rashid Abdulrahman Al-Khalifa holds a BSc in Architectural Engineering from the University
of Cairo, Egypt, a Master’s degree in City Planning from Howard University, USA, and a certificate of Advanced
Management program from Harvard University, USA. He is a registered member of the Committee for Organizing
Engineering Professional Practice (COEPP), the American Institute of Architects and the American Planning
Association.

Mr Waleed A. M. A. Al-Roudan

Mr Waleed A. M. A. Al-Roudan (born 22 March 1963) was elected as a board member of the Parent Company
in year 2011. Mr Waleed A. M. A. Al-Roudan joined the Kuwait Investment Authority (KIA) in year 1986 and held
several positions until he was appointed as the manager of investments — general reserves in year 2006. This
area of the KIA manages local and Arab investments in companies and funds in which the KIA is a shareholder
or a unit-holder. Mr Waleed A. M. A. Al-Roudan also represents the KIA on the boards of companies where it is a
shareholder. Apart from being a board member of the Parent Company, Mr Waleed A. M. A. Al-Roudan is also the
chairman of the board of EK Holding. He is also a member of the Supreme Commission, which oversees projects
that are held on State property. Mr Waleed A. M. A. Al-Roudan holds a BSc in Economy from the University of
Kuwait, Kuwait.

Mr Jamal Shaker Al-Kazemi

Mr Jamal Shaker Al-Kazemi (born 28 July 1956) was elected as a board member of the Parent Company in year
2010. Apart from his role at the Parent Company, Mr Jamal Shaker Al-Kazemi also acts as the chief executive
officer and the chairman of Shaker Al-Kazemi & Sons. He has held this position since year 1982. Mr Jamal Shaker
Al-Kazemi has also been the chairman of Al-Arabi Sporting Club since year 2000. He is also a board member of
Ahli United Bank and the vice-chairman of Marsa Alam Holding Company.

Ms Shaikha Khalid Al-Bahar

Ms Shaikha Al-Bahar (born 14 December 1954) is the chief executive officer of National Bank of Kuwait (NBK) and
a board member of various divisions within the National Bank of Kuwait (NBK). Ms Shaikha Al-Bahar has extensive
experience in the Middle East region in the areas of privatisation, project finance, advisory services, bond issues,
other financial transactions and private placements. Ms Shaikha Al-Bahar has been involved in all of the Kuwait
Investment Authority’s (KIA) privatisation deals since year 1994. A well sought-out public speaker in many local,
regional and international conferences, Ms Shaikha Al-Bahar is also the chairman of: National Bank of Kuwait
(NBK), Lebanon, Al-Assima Real Estate Co., Kuwait and also the chairman of the audit committee of International
Bank of Qatar (IBQ). Ms Shaikha Al-Bahar is a board member of: International Bank of Qatar (IBQ), National Bank
of Kuwait (International) PL.C., Turkish Bank, NBK Global Asset Management Ltd., Intra Investment Co. S.A.L,,
Lebanon and a member of the Board of Trustees of the Kuwait University-College of Business Administration. Ms
Shaikha Al-Bahar has major personal achievements, out of which: Arabian Business (March 2011): The World's 500
Most Influential Arabs (ranked 8th locally and 141st Arabian) and 100 Most Powerful Arab Women (ranked 3rd
locally and 15th Arabian), Forbes (December 2004, April 2006 and February 2008): Most Powerful Woman in the
Arab World and GCC Executive Woman of the Year (1997) — Dubai. Ms Shaikha Al-Bahar holds a BSc with honours
in international marketing and minor in statistics. The educational institutions she has attended include Stanford
University, Duke University, Stanford — National University of Singapore, Wharton Business School, University of
Southern California, INSEAD, Harvard Business School and International Marketing Citibank's Correspondent
Bank School.
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6.1.1.3 Senior managers of the Company

As at the date of this Prospectus, the names of the senior members of the Management team are set out below
(please note that the senior management are appointed based on open-ended contracts without any date of

expiry):

Table 11 - Senior Management of the Company

Name Designation Date of Appointment
Mr M. Scott Gegenheimer Chief Executive Officer December 2012
Mr Mohammed Zainalabedin General Manager May 2008

Mr Esam Zainal Director, Business Planning & Excellence July 2010

Mr Muneeb Shahid Director, Marketing April 2011

Mr Hamad Al-Romaihi Director, Network July 2010

Ms Khawla Allan Director, IT May 2008

Mr Ahmed Dief Director, Finance September 2007
Mr Arslan Khan Director Sales and Customer Care November 2012
Mr Jaffar Abdulla Manager, Regulatory and Interconnection December 2008
Ms Dana Bukhamamas Manager, Human Resources July 2009
Ms Samya Hussein Manager, Corporate Communication September 2007
Ms Latifa Salahuddin Director, Legal May 2014
Mr Abdulrahman Al-Shafei Manager, Investor Relations November 2013

Source: The Company

Brief biographies of the senior managers of the Company are set out below:
Mr M. Scott Gegenheimer

Mr M. Scott Gegenheimer (Born 14 December 1966) was appointed as the CEO of Zain Bahrain in December
2012. Prior to that, he was the CEO of a number of telecom operators in the MENA region, and finance executive
in a number of companies in the USA. He is also the CEO of the Parent Company. Additionally, Mr M. Scott
Gegenheimer has 25 years of extensive international and operational experience in wireless telecommunications
and technology sectors. Mr M. Scott Gegenheimer holds an MBA from DePaul University and a BSc in Finance
and Management from Northern lllinois University, USA.

Mr Mohammed Zainalabedin

Mr Mohammed Zainalabedin (Born 10 October 1971) is the General Manager of Zain Bahrain since May 2008.
Mr Mohammed Zainalabedin is responsible for the overall strategy, planning, operation and management of the
business, as well as for creating, communicating and implementing the organisation’s vision and mission and
achieving its financial targets. Mr Mohammed Zainalabedin joined Zain Bahrain in July 2003 in the IT department
and progressed to become the Chief Commercial Officer of the Company. Prior to that, he was extensively
involved in the banking IT field. Mr Mohammed Zainalabedin holds a BSc degree in Computer Engineering from
the King Fahad University of Petroleum & Minerals, Kingdom of Saudi Arabia.

Mr Esam Zainal

Mr Esam Zainal (Born 15 December 1960) is the director of business planning and excellence of Zain Bahrain
since July 2010. Mr Esam Zainal heads the unit responsible for business planning, new business development,
programme management, and quality assurance. Prior to that, Mr Esam Zainal was the head of the network
department and was responsible for the planning, development, operation and maintenance of Zain
Bahrain's network. Mr Esam Zainal joined Zain Bahrain in year 2003. Prior to that, he worked for another major
telecommunications operator in Bahrain as a senior manager in product development and mobile services and
as a mobile and satellite communications engineer. Mr Esam Zainal holds MS and BS degrees, both in Electrical
Engineering from the University of Texas at Arlington, USA.
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Mr Muneeb Shahid

Mr Muneeb Shahid (Born 15 March 1978) is the director of marketing of Zain Bahrain since year 2011. Mr Muneeb
Shahid is responsible for all aspects relating to strategic and tactical marketing. Mr Muneeb Shahid joined Zain
Bahrain in year 2004 as a member of the network department and was responsible for radio access network
planning, deployment and management. After that, Mr Muneeb Shahid held positions in strategy and business
planning within Zain Bahrain and the Parent Company. Prior to that, Mr Muneeb Shahid was a network planning
engineer in WorldCALL Wireless and Mobilink in Pakistan. Mr Muneeb Shahid holds an MBA in Corporate Finance
and Strategy from INSEAD, France, a Master's degree in Engineering from Rensselaer Polytechnic Institute, USA
and a BSc in Electrical Engineering from the National University of Science and Technology, Pakistan.

Mr Hamad Al-Romaihi

Mr Hamad Al-Romaihi (Born 13 August 1979) is the director of network of Zain Bahrain since July 2010. Mr Hamad
Al-Romaihi is responsible for planning, development, operation and maintenance of the network, including
ensuring coverage and quality. Additionally, Mr Hamad Al-Romaihi is responsible for planning and developing
technical strategies, policies, service level agreements and business plans, negotiating with network vendors and
planning and managing yearly CAPEX and OPEX budgets. Prior to that, Mr Hamad Al-Romaihi worked in the
field of network technology with the Parent Company, HP and Ericsson AB. Mr Hamad Al-Romaihi holds a BSc in
Electronic and Electrical Engineering from the Strathclyde University, United Kingdom.

Ms Khawla Allan

Ms Khawla Allan (Born 18 November 1963) is the director of IT since May 2008. Ms Khawla Allan is responsible for
the planning, development, operation and maintenance of all IT systems including the billing system, enterprise
applications (human resources and finance), ISP infrastructure, business intelligence system and call centre voice
system. Ms Khawla Allan is also responsible for planning and managing the annual IT CAPEX and OPEX budgets
as well as negotiating with vendors. Ms Khawla Allan joined Zain Bahrain in June 2003. Prior to that, Ms Khawla
Allan held a number of managerial and technical positions in other telecommunications operators in Bahrain and
in other countries. Ms. Khawla Allan holds an MBA in Financial Management from Hull University, United Kingdom
and a BSc in Computer Science from the Jordan University, Jordan.

Mr Ahmed Dief

Mr Ahmed Dief (Born 29 August 1968) is the director of finance of Zain Bahrain. Mr Ahmed Dief is responsible
for accounting and financial operations, budget and forecasting management, profitability and cost analysis,
cost optimization management, revenue assurance, interconnection carrier billing as well as treasury and cash
flow management. Mr Ahmed Dief joined Zain Bahrain in May 2004. Prior to that, Mr Ahmed Dief was in leading
positions in the telecom, oil, trading and auditing sectors. Mr Ahmed Dief holds a BSc in Accounting from Ain
Shams University, Egypt and is a Certified Cash Flow Manager.

Mr Arslan Khan

Mr Arslan Khan (Born 19 November 1974) is the director of sales and customer care of Zain Bahrain. Mr Arslan
Khan is responsible for acquisition targets in the consumer segment (indirect sales and retail sales), signature (high
value and VIP) and business segment (corporate and enterprise). Mr Arslan Khan joined Zain Bahrain in November
2012. Prior to that, Mr Arslan Khan held senior positions in sales and marketing with telecommunications operators
in the MENA region including: group commercial director for Vtel Holdings, group chief commercial officer for
Bintel Ltd, chief marketing officer for MTN, commercial director for Digicel, marketing director/head of residential
market for Etisalat and marketing director for Millicom International Cellular. Mr Arslan Khan holds an MBA from
Preston University, USA and a BSc in General Studies from Punjab University, Pakistan.

Mr Jaffar Abdulla

Mr Jaffar Abdulla (Born 26 December 1979) is the manager for regulatory and interconnection department of
Zain Bahrain. Mr Jaffar Abdulla is the main contact with the telecom regulator (the TRA), ensuring the Company's
compliance with licence conditions and with regulations. Mr Jaffar Abdulla is also the main contact with other
licensed operators in Bahrain and in other countries for all matters relating to interconnection and wholesale. Prior
to that, Mr Jaffar Abdulla was a radio engineer with Zain Bahrain’s network team. Mr Jaffar Abdulla joined Zain
Bahrain in July 2003. Mr Jaffar Abdulla holds an MBA from New York Institute of Technology, Bahrain and a BSc in
Instrumentation and Control Engineering from the University of Bahrain, Bahrain.

Ms Dana Bukhammas

Ms Dana Bukhammas (Born 21 March 1980) is the manager of human resources of Zain Bahrain since July 2009. Ms
Dana Bukhammas is responsible for learning and development, performance management, employee relations
and services, staffing and organizational development. Prior to this role, Ms Dana Bukhammas had held other
positions in Zain Bahrain's Human Resources department, and supervisory roles in the Sales Department. Ms
Dana Bukhammas joined Zain Bahrain in July 2003. Ms Dana Bukhammas holds a BSc in Business Management
from the University of Bahrain, Bahrain and is currently enrolled in an MBA programme.
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6.1.2

Ms Samya Hussein

Ms Samya Hussein (Born 6 October 1966) is the manager for corporate communication of Zain Bahrain since year
2007. Ms Samya Hussein manages the public relations activities of public events and maintains positive relations
with the public, the press and the electronic media. Ms Samya Hussein also develops and oversees the delivery
of all publications, press and media communications, calendars, special promotions and general information on
related activities and events. Ms Samya Hussein joined Zain Bahrain in year 2003. Ms Samya Hussein previously
worked at AlImoayyed Computers as CEO Office Manager from year 1999 to year 2002 and Accor Group handling
Novotel Hotel in the CEQ'S Office from year 2002 to year 2003. Ms Samya Hussein holds a Business Administration
Degree from the University of Bahrain, Bahrain.

Ms Latifa Salahuddin

Ms Latifa Salahuddin (Born 16 July 1981) is the director of legal of Zain Bahrain. She joined Zain Bahrain in May 2014
and heads the legal department providing and managing legal support to the Company. Ms Latifa Salahuddin
is responsible for advising on, drafting and reviewing Zain Bahrain’s local and international agreements and for
liaising with regulatory agencies and government authorities. She is also secretary to the Board and supervises the
implementation of its decisions. Ms Latifa Salahuddin is a qualified Bahraini lawyer. Prior to joining Zain Bahrain,
and since year 2006, Ms Latifa Salahuddin was a senior associate at Zu'bi & Partners Attorneys & Legal Consultants.
Ms Latifa Salahuddin holds an LLB (Bachelor of Laws) from London Guildhall University and an LLM (Master of
Laws) from University of London — The School of Oriental & African Studies (SOAS) in the United Kingdom.

Mr Abdulrahman Al-Shafei

Mr Abdulrahman Al-Shafei (Born 8 December 1982) joined the Company as investor relations manager, ahead
of the IPO launch. Mr Abdulrahman Al-Shafei is responsible for coordinating matters of finance, communication,
marketing, and securities law compliance for Zain Bahrain as the Company prepares to launch its IPO. His work
will involve creating and implementing the most effective two-way communication between the Company and the
financial community and other constituencies, which ultimately contributes to the Company’s securities achieving
fair valuation. Mr Abdulrahman Al-Shafei joined Zain Bahrain at its inception in year 2003 and continued with
it until the year 2006, when he moved to the banking industry to become a finance professional. As a former
banker, Mr Abdulrahman Al-Shafei brings to his new role at Zain Bahrain valuable experience gained as financial
advisor with Mashreq Bank (UAE), as senior manager with Global Banking Corporation (Bahrain) and as director
at Abu Dhabi Investment House (Bahrain). Mr Abdulrahman Al-Shafei completed his MBA from the University
of Glamorgan, United Kingdom, and updated his financial professional credentials with specialist certifications
at the Bahrain Institute of Banking & Finance as well as other financial training institutions such as the American
Academy of Financial Management.

Management Reporting Structure

The current management reporting structure of the Company is set out below:

Figure 16 - Zain Bahrain Organizational Structure

Chief Executive Officer

General Manager

\ \ \ \ \ \
Manager, Director, Director, Director, Director, Director,
Investor Business Planning Network Information Finance Marketing
Relations & Excellence Technology
\ \ \ \ \
Manager, Manager, Manager, Director, Director,
Regulatory & Corporate Human Resource Legal Sales & Customer
Interconnection Communications Care

Source: The Company
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Shareholding Structure of the Company

As at the date of this Prospectus, the names of the major Shareholders, the Directors, and the CEO are set out
below:

Table 12 - Shareholding by Major Shareholders, the Directors and the CEO

Pre-Offer Post-Offer
Interest Hold Designati Nationalit
nterest Holder esignation ationality T % of e % of
of Shares Ownership  of Shares  Ownership
Mobile Shareholder Kuwaiti 20,160,000 63.00% 201,600,000 54.78%
Telecommunications
Company K.S.C.
Shaikh Ahmed Shareholder, Bahraini 5,926,000 18.52% 59,260,000 16.10%
Bin Ali Al Khalifa Director and
Chairman
Shaikh Rashid Shareholder Bahraini 120,000 0.38% 1,200,000 0.33%
Abdulrahman and Director
Al Khalifa
Mr Asaad Ahmed Director Kuwaiti - 0% - 0%
Al-Banwan and Deputy
Chairman
Mr Waleed A. M. A. Director Kuwaiti - 0% - 0%
Al-Roudan
Mr Jamal Shaker Director Kuwaiti - 0% - 0%
Al-Kazemi
Ms Shaikha Khalid Director Kuwaiti - 0% - 0%
Al-Bahar
Mr M. Scott CEO American - 0% - 0%

Gegenheimer

Source: The Company

Note: Pursuant to the EGM held on 28 July 2013, the Company’s authorised share capital was resolved to be increased from BHD 32,000,000 to
BHD 36,800,000 and each Ordinary Share of BHD 1 was resolved to be split into 10 Ordinary Shares, each with a nominal value of 100 fils. The stock
split will be effective on Conversion.

All the Shares, including those in the previous table, are Ordinary Shares and carry voting rights equal to those
being offered. This presents the share ownership position as at the date of this Prospectus.

The significant changes in the ownership structure for the past three years are set out below:

Table 13 - Most Recent Changes in the Ownership Structure

Shareholder From To

Mobile Telecommunications Company K.S.C. 56.25% 63.00%
Shaikh Ahmed Ali Bin Al Khalifa 15.33% 18.52%
Shaikh Rashid Abdulrahman Al Khalifa 3.66% 0.38%

Source: The Company

The Issuer is controlled by Mobile Telecommunications Company K.S.C. through its equity ownership, majority
Board representation, and the Management Agreement.

ZAIN BAHRAIN B.S.C.(c) PROSPECTUS 53



6.1.4

6.1.5

Material Background Information

The Company confirms that none of its major Shareholders, Directors or key Management, collectively referred to
as Stakeholders, has:

at any time during the last 10 years, had an application or a petition under any bankruptcy laws of any
jurisdiction filed against the Stakeholder, or against a partnership of which the Stakeholder was a partner at
the time when the Stakeholder was a partner, or at any time within two years from the date the Stakeholder
ceased to be a partner;

at any time during the last 10 years, had an application or a petition under any law of any jurisdiction filed
against an entity (not being a partnership) of which the Stakeholder was a director or an equivalent person or a
key executive, at the time when the Stakeholder was a director or equivalent person or a key executive of that
entity, or at any time within two years from the date the Stakeholder ceased to be a director or an equivalent
person or a key executive of that entity, for the winding up or dissolution of that entity or, where that entity is
the trustee of a business trust, that business trust, on the ground of insolvency;

had any unsatisfied judgment against the Stakeholder;

ever been convicted of any offence, in Bahrain or elsewhere, involving money laundering, financial crimes,
fraud or dishonesty which is punishable with imprisonment, or has been the subject of any criminal proceedings
(including any pending criminal proceedings of which the Stakeholder is aware) for such purpose;

ever been convicted of any offence, in Bahrain or elsewhere, involving a breach of any law or regulatory
requirement that relates to the capital market in Bahrain or elsewhere, or has been the subject of any criminal
proceedings (including any pending criminal proceedings of which the Stakeholder is aware) for such breach;

atany time during the last 10 years, had a judgment entered against the Stakeholder in any civil proceedings in
Bahrain or elsewhere involving a breach of any law or regulatory requirement that relates to the capital market
in Bahrain or elsewhere, or a finding of fraud, misrepresentation or dishonesty on the Stakeholder's part,
nor has any Stakeholder been the subject of any civil proceedings (including any pending civil proceedings
of which the Stakeholder is aware) involving an allegation of fraud, misrepresentation or dishonesty on the
Stakeholder’s part;

ever been convicted in Bahrain or elsewhere of any offence in connection with the formation or management
of any entity or business trust;

ever been disqualified from acting as a director or an equivalent person of any entity (including the trustee of
a business trust), or from taking part directly or indirectly in the management of any entity or business trust;

ever been the subject of any order, judgment or ruling of any court, tribunal or governmental body permanently
or temporarily enjoining the Stakeholder from engaging in any type of business practice or activity;

ever, to the Stakeholder's knowledge, been concerned with the management or conduct of the affairs of:

- any corporation which has been investigated for a breach of any law or regulatory requirement governing
corporations in Bahrain or elsewhere;

- any entity (not being a corporation) which has been investigated for a breach of any law or regulatory
requirement governing such entities in Bahrain or elsewhere;

- any business trust which has been investigated for a breach of any law or regulatory requirement governing
business trusts in Bahrain or elsewhere; or

- any entity or business trust which has been investigated for a breach of any law or regulatory requirement
that relates to the capital market in Bahrain or elsewhere

in connection with any matter occurring or arising during the period when the Stakeholder was so concerned
with the entity or business trust; and

been the subject of any current or past investigation or disciplinary proceedings, or been reprimanded or
issued any warning by the CBB or any other regulatory authority, exchange, professional body or government
agency, whether in Bahrain or elsewhere.

Board Committees

The Directors are responsible both individually and collectively for performing their responsibilities. Although the
Board may delegate certain functions to its Board Committees or to the Management, it may not delegate its
ultimate responsibility to ensure that an adequate, effective, comprehensive and transparent CG-Framework is in
place.

Board Committees must act only within their mandates and therefore the Board must not allow any Committee
to dominate or effectively replace the whole Board in its decision-making responsibility.
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6.1.6

6.2

To enshrine effective CG-Framework within the Company and to prepare the Company towards its anticipated
status as a public joint stock company, the Board is in the process of establishing the following Board Committees:

¢ Audit Committee: the Audit Committee shall be established to oversee financial matters, risk management
and internal controls of the Company’s operations. The Audit Committee’s responsibilities shall include the
review and discussion of the Company’s interim and annual financial statements. The Audit Committee shall
oversee the Company's appointment of the External Auditor and shall review the effectiveness of external and
internal audits. Furthermore, the Audit Committee shall have the authority to engage external experts as it
considers necessary to discharge its responsibilities regarding the financial affairs of the Company.

e Nomination and Remuneration Committee: the Nomination and Remuneration Committee shall be
established to make decisions on the evaluation of the Board's performance and shall propose objective
performance criteria to assess the Board's contribution to the enhancement of the Shareholders’ value. The
Nomination and Remuneration Committee shall be responsible for the identification, review, nomination and
suggested remuneration of prospective candidates for Board appointments and key Management of the
Company. Furthermore, the Nomination and Remuneration Committee shall review the Company’s human
resources management systems and organisational structures and governance models to identify areas
requiring improvement.

A written charter has been developed for each Board Committee using the “Central Bank of Bahrain Rulebook
— Volume 6: Capital Markets” issued by the CBB, the “Corporate Governance Code” issued by the MolC, the
"Disclosure Standards” issued by the CBB and the Commercial Companies Law issued by the MolC. The charters
set out the mission and responsibilities of the Board Committees as well as the procedures for the appointment
and removal of committee members, committee structure and organisation as well as operations and reporting
protocol to the Board.

Compensation Policy

The Company’s compensation policy for Directors ensures that the Board is reasonably compensated for the time,
resources and effort spent in performing their fiduciary duties. The Board's compensation, which is approved
annually by the Shareholders at the annual General Assembly, includes an annual stipend and allowances for out-
of-pocket expenses.

The estimated amount to be paid to all Directors for the year ending 31 December 2014 is BHD 452,000.

The Company's compensation policy for Management and employees is designed to attract, retain and motivate
employees of diverse skill sets and business acumen, educational backgrounds and experience.

The Company's compensation packages include but are not limited to: basic salaries, fringe benefits such as
non-salary perquisites, bonuses and gratuity (deferred-benefit compensation). The Company has a pre-set five-
level hierarchical grading system and utilizes scorecards and key performance indicators to assess the periodic
performance of all of its employees. The Company also conducts periodic evaluations as well as self-evaluations
for all of its employees in order to keep their interests aligned with the Company's Shareholders.

The total compensation (including the employer's contributions to the Social Insurance Organisation of Bahrain
and other applicable governmental charges and levies) paid to all employees was BHD 7,554,283 for the year
ended 31 December 2012 and BHD 7,417,733 for the year ended 31 December 2013. Furthermore, the cumulative
amount which the Company has set aside or accrued to provide for retirement, pension or similar benefits, such
as leaving indemnities, as at 31 December 2013 was BHD 329,938.

The total estimated compensation to be paid to the five most senior executive managers of the Company for the
year ending 31 December 2014 (including the employer's contributions to the Social Insurance Organisation of
Bahrain and other applicable governmental charges and levies) is BHD 549,539.

None of the Directors have entered into a service contract with the Company which provides for benefits upon
termination.

The non-Bahraini members of the Management of the Company receive a statutory leaving indemnity which is
calculated in accordance with the provisions of the Bahraini law at the end of the term of employment.

Employees
The Company’s selection and recruitment policy is consistent with leading best practices with regards to selection,
recruitment and career development.

The Company supports a business environment which fosters the development of employees and seeks to attract,
retain, and motivate employees of diverse skill sets, business acumen, educational backgrounds and experience.

Each position or vacancy has specific terms of reference stating the job duties and responsibilities, qualifications
needed including interpersonal requirements and other relevant matters.

Recruitment of employees is accomplished based on a case-by-case assessment of the relevant experience,
performance, skills and future planned career paths. The Company encourages initiative and innovation,
recognizes and rewards individual performance and promotes employees solely on merit.
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The Company endeavours to be the first choice for employment in the market of Bahrain. To this end, the
Company uses various means to attract and retain the best talents for its operations. The recruitment and
selection function is fulfilled through internal and external recruitment, transfers, as well as job rotation. The
Company ensures equal opportunities to all candidates applying to open vacancies, taking into consideration
performance, competencies, technical expertise, and values. The Company's direction, nevertheless, is to fulfil, as
much as possible, open vacancies through internal recruitment.

The Company's employee headcounts at the end of the last three financial years prior to the Offering were as
follows:

Figure 17 - Employee Headcount for the Last Three Years

Employee Headcount, Year-Ends 2011-2013

316
290 290

2011 2012 2013
Source: The Company

In addition, the Company employs a number of temporary employees. The average number of temporary
employees during year 2013 was approximately 116.

The breakdown of employees by nationality and main category of activity is set out below:

Figure 18 - Employees Distribution by Nationality, Year-End 2013

Non-Bahraini, 34

Bahraini, 256

Source: The Company

Figure 19 — Employees Distribution by Activity Category, Year-End 2013

Business Planning & PMO, 2
Business Excellence, 2 T

— Commercial Support, 30
— Corporate Communication, 3

— Finance, 22

Sales and Customer —, — General Management, 4

Services, 131
szuman Resources, 10
—IT, 13
—Legal, 2
——Marketing, 24
Regulatory & — — Network, 45

Interconnection, 2

Source: The Company
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6.3

6.4

Employee Share Ownership and Options

Currently the Company has no stock option plans or employee share scheme in place in respect of its Management
or employees, nor is there currently an intention to introduce such plans or schemes following the Conversion and
completion of the IPO.

As the employees of the Company are qualified to subscribe for the Offer Shares in the Offering, there will be no
restrictions, limitations, or preferential treatment in the event that such employees become Shareholders of the
Company pursuant to the Offering. However, the employees will be subject to the requirements and restrictions
imposed by the Bahrain Bourse including the requirement that such employees shall not be considered part of
the 100 minimum number of Shareholders required for the listing of the Company on the Bahrain Bourse.

External Auditor

The Company has a policy for the appointment, dismissal and remuneration of the External Auditor. The policy
also provides guidance in the terms of the appointment, the role and responsibility as well as the selection criteria
of the External Auditor. The policy shall take into consideration the independence, cost and competency of the
External Auditor. A formal documented evaluation of the short-listed external auditors shall be carried out by the
Audit Committee. The evaluation shall take into account specific industry expertise, size of the audit firm, other
similar audits, the value that could be added, as well as the fees.

The External Auditor's independence shall be examined at least each year by determining whether his performance
of any non-audit service compromised his independence. The Audit Committee shall pre-approve all non-audit
services provided by the External Auditor, including specific pre-approvals of internal controls related services,
and shall not engage the External Auditor in any non-audit service which is prohibited by applicable laws, rules
and regulations.

The Company reviews and evaluates the External Auditor’s qualifications, regulatory approvals, performance
and independence on an annual basis, including a review and evaluation of the lead partner. The Company
also considers the regular rotation of external auditors to ensure their continuing independence in fact and in
appearance.

Deloitte & Touche — Middle East has been the External Auditor of the Company for the last nine years. The
External Auditor’s contact details are:

Al Zamil Tower
Government Avenue

P.O. Box 421

Manama,

Kingdom of Bahrain
Telephone: +973 17214490
Facsimile: +973 17214550

The names and addresses of the Company’s principal bankers, legal advisor and other advisors are set out below:

Table 14 - Principal Bankers, Legal Advisor and Other Advisors

Name Relationship Address

National Bank of Bahrain B.S.C. Banker P.O. Box 106, Manama, Kingdom of Bahrain
(NBB)

BBK Banker P.O. Box 597, Manama, Kingdom of Bahrain
National Bank of Kuwait (NBK) Banker P.O. Box 5290, Manama, Kingdom of Bahrain
Ahli United Bank (AUB) Banker P.O. BOX 2424, Manama, Kingdom of Bahrain
Arab Bank Banker P.O. Box 813, Manama, Kingdom of Bahrain
Elham Ali Hassan & Associates Legal advisor P.O. Box 2366, Manama, Kingdom of Bahrain
Seven Brands Branding and Platinum Tower, 19* Floor, Office 242, Road 2803

advertising agency  Block 428, Seef District, Kingdom of Bahrain

Mindshare Bahrain Media agency Almoayyad Tower, 5t Floor, Office 504, Road 2831
Block 428, Seef District, Kingdom of Bahrain

Source: The Company

ZAIN BAHRAIN B.S.C.(c) PROSPECTUS 57



7 Magor Shareholders, Related Party Transactions
and Conflicts of Interest

7.1  Major Shareholders

The following table highlights the pre-Conversion Share ownership based on the categories set out below:

Table 15 - Pre-Conversion Share Ownership

Number of % of Total

e bty @ slietes Shareholders Authorised Shares
Less than 1% 3,094,000 22 9.67%
1% up to less than 5% 2,820,000 4 8.81%
5% up to less than 10% - - 0%
10% up to less than 30% 5,926,000 1 18.52%
30% up to less than 50% - - 0%
50% up to less than 75% 20,160,000 1 63.00%
Above 75% - - 0%

Source: The Company

The following table highlights the major Shareholders of the Company, holding 5% or more of its shares:

Table 16 - Major Shareholders

N Number of Shares % of Ownership
ame . 5
Pre-Conversion Pre-Conversion
Mobile Telecommunications Company K.S.C. 20,160,000 63.00%
Shaikh Ahmed Bin Ali Al Khalifa 5,926,000 18.52%

Source: The Company

Information on Mobile Telecommunications Company K.S.C. and Shaikh Ahmed Bin Ali Al Khalifa are provided
under sections 5.5.1 “Zain Group Overview” and 6.1.1 “Information on Directors and Senior Management”,
respectively.

7.1.1  Most Recent Changes in Ownership Structure

The following table highlights the significant changes in the ownership structure in the past three years:

Table 17 - Most Recent Changes of the Ownership Structure

Shareholder From To

Mobile Telecommunications Company K.S.C. 56.25% 63.00%
Shaikh Ahmed Ali Bin Al Khalifa 15.33% 18.52%
Vodafone Holding Jersey Limited 6.25% 0.00%
Shaikh Rashid Abdulrahman Al Khalifa 3.66% 0.38%

Source: The Company
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7.2
7.21

7.2.2

7.2.3

7.24

Shareholder Rights

All the Shares, including those in the previous table, are Ordinary Shares and carry voting rights equal to those
being offered. This represents the Share ownership position as at the date of this Prospectus.

Control of the Issuer

The Issuer is controlled by Mobile Telecommunications Company K.S.C. through its equity ownership, majority
Board representation and the arrangements agreed in the Management Agreement described in section 7.2.1.

Related Party Transactions

Parent Company Management Agreement

The Company entered into an exclusive Management Agreement with the Parent Company (Mobile
Telecommunications Company K.S.C.) on 28 December 2003 under which the Parent Company agreed to manage
the business affairs of the Company as an independent contractor.

The original agreement was for a period of 10 years (expiring on 27 December 2013). The agreement has been
extendedforafurtherterm of 10years starting on 29 December 2013. The services provided under this Management
Agreement include a number of management oversight services such as: the monitoring of accounting, billing,
collections and other financial reports; the marketing of products and services for the Company; the negotiation
of interconnection and roaming agreements; the identification of opportunities of investment for the Company;
the monitoring of employees; the co-ordination, supervision and maintenance of the network; and the provision
of such other services as the Board may request.

The Parent Company also has the authority to perform all such acts of management as it determines in its
reasonable business judgment, are necessary or advisable in order to conduct the business of the Company.

In consideration of the services provided by the Parent Company under the Management Agreement it is entitled
to receive 3.0% of the Company'’s total annual revenue for the duration of the Company’s IMTL and any extension
thereof.

Supply Chain Management Services Agreement with Proctel

Proctel WLL ("Proctel”) is a company incorporated in Bahrain which is a wholly owned subsidiary entity of the
Parent Company. Proctel has been established by the Parent Company for the purpose of centralising the
purchase of certain products for and on behalf of its operating entities and thus enabling the negotiation of
competitive offers from the suppliers.

On 13 December 2011, the Parent Company and Proctel entered into a Supply Chain Management Services
Agreement under which Proctel agreed to act as a purchasing agent on a non-exclusive basis on behalf of the
Parent Company Affiliates. This agreement was for an initial term of one year, renewable automatically thereafter.

Under the terms of the Supply Chain Management Services Agreement, each Parent Company Affiliate wishing
to be bound by and take advantage of the Supply Chain Services Agreement has to enter into a contract of
adherence to the main agreement. However, the Parent Company Affiliate has either the option to deal directly
with Proctel or directly with the suppliers. This option applies equally to the Company. The Company entered into
a contract of adherence to the Supply Chain Management Services Agreement on 12 November 2012.

Memorandum of Understanding in Relation to the Headquarters of the Company

On 28 October 2010, Zain Bahrain and Zain Group Holding Bahrain S.P.C. signed a memorandum of understanding
(MoU) for the sale of unimproved property and the lease and purchase option of improved property relating to
the headquarters of the Company, the ownership of which belongs to Zain Group Holding Bahrain S.P.C.

The rent rate is on a per square metre basis.
The MoU was extended for an indefinite period as of 28 December 2010.
Purchase Orders with Mada for Wholesale Services

During years 2013 and 2014, the Company placed orders with Mada Communication Company S.P.C. for the
provision of wholesale services, similar to those that the Company receives from other wholesale service providers.

The Company pays Mada a one-time installation fee and a monthly lease rate. Recently the Company renewed IP
transit and BlackBerry connectivity services until March 2015.

The purchase orders contain sensitive market information that will expose the cost of sales, thus affecting the
competitiveness of such services. Therefore, these purchase orders are not available for inspection.
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7.3

7.4

7.5

7.6
7.61

Conflict of Interest

Mada, a wholly owned subsidiary of the Parent Company, currently holds two telecommunications licences similar
to those held by Zain Bahrain, namely an Individual Licence for International Telecommunications Facilities and an
Individual Licence for International Telecommunications Services. Both licences were granted by the TRA to Mada
on 17 September 2009.

The acquisition of Mada was approved by the TRA on 18 March 2012. Mada is a company specialised in the
provision of international connectivity solutions for voice and data to telecommunications operators and corporate
customers. No conflict of interest has arisen or is expected to arise in practice between the Company and Mada.

Interests of Experts and Counsellors

The Company confirms that none of the named experts or counsellors in this Prospectus employed on a
contingency basis by the Company:

¢ has a material interest, whether direct or indirect, in the Shares of the Company; or

* has a material economic interest, whether direct or indirect, in the Company, including an interest in the
success of the Offer.

Interests of the Underwriter or Issue Managers

National Bank of Kuwait and NBK Capital provide financing and advisory services to the Parent Company and its
subsidiaries in the normal course of business.

Gulf International Bank BSC has provided financing facilities to Zain KSA guaranteed by the Parent Company in
the normal course of business.

Material Contracts

Main Domestic Interconnection Agreements with other Network Operators in Bahrain (Batelco and Viva)

Under the Telecommunications Law of Bahrain, all licensed telecommunications operators in Bahrain have the right
to interconnect with other networks. As such, all telecommunications operators are obliged to negotiate in good
faith on the receipt of a request to interconnect their telecommunications network to the telecommunications
network of another licensed telecommunications operator in Bahrain at any technically feasible point in time.

Interconnection is defined as the physical and logical linking of telecommunications networks used by the same
or a different organisation in order to allow the customers of one organisation to communicate with the customers
of the same or another organisation, or to access services provided by another organisation.

The Company has interconnection agreements in place with Batelco and Viva. Such interconnection agreements
enable subscribers of either party to the agreements to communicate with each other.

Batelco and the Company have entered into a supply agreement with each other on 29 January 2006 which was
prepared by reference to the Batelco Reference Offer dated 15 August 2005. This agreement amended certain
terms of the Batelco Reference Offer, and together with the Batelco Reference Offer governs Batelco's and the
Company’s wholesale services arrangements with each other.

This agreement determines the conditions under which each party will supply the other party services when acting
in a capacity of access provider.

The services under this agreement are provided under individual schedules and include, without limitation, the
following:

Interconnection services;

Access services;

Such other service that may be specified in the Batelco Reference Offer from time to time;

Certain other services, as specified in paragraphs 2, 3 and 4 of schedule 2 of the supply agreement; and

Any other service which may be agreed to be provided pursuant to the supply agreement from time to time.

Viva and the Company entered into an interconnection agreement on 3 September 2009. The services to be
provided mutually by the parties relate to the conveyance of the traffic (including voice and signalling, SMS, MMS,
video calls, data, termination of international traffic and any other service agreed upon by the parties) of the other

party.

As these agreements set out the technical, commercial and financial terms to the licensed telecom providers in
Bahrain, they are deemed highly confidential and sensitive information in relation to this market, and which will
expose parties that are not related to the Company or this Offer if disclosed. Therefore these agreements are not
available for inspection.
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7.6.2

7.6.3

7.6.4

7.6.5

Ericsson

The Parent Company and Ericsson entered into a framework agreement (“Zain-Ericsson Framework Agreement”)
for the supply of hardware, software and related services on 2 March 2009. This framework agreement sets out
the terms and conditions upon which Ericsson will supply its products and services to the Parent Company
Affiliates. Since the negotiation of the agreement was undertaken directly by the Parent Company after taking
into consideration possible volume transactions that could be generated by its affiliates, the Parent Company is
able to negotiate very competitive offers for the Parent Company Affiliates, the details of which are summarized
in the Zain-Ericsson Framework Agreement.

The Parent Company Affiliates can become a party to the Zain-Ericsson Framework Agreement by entering into a
contract of adherence to it. There is no obligation under the Zain-Ericsson Framework Agreement and/or contract
of adherence to purchase equipment from Ericsson. Such contracts of adherence are, however, ruled by the terms
and conditions of the Zain-Ericsson Framework Agreement and the Parent Company Affiliate and Ericsson can,
subject to the Parent Company's prior approval, amend certain provisions of this agreement in the contract of
adherence in order to address certain local issues such as specific tax issues or INCOTERMS.

The Company and Ericsson have entered into two contracts of adherence with reference to the Zain-Ericsson
Framework Agreement for respective products and services in relation to the full swap of Zain Bahrain's network.
The swap was in relation to the replacement of the previous telecommunications network, which was supplied by
NSN. The swap arrangement saw the introduction of the latest 2G and 3G technologies, as well as the new 4G LTE
technology, into the Zain Bahrain network, and significantly increased the number of base stations. This project
was near completion at the time of preparing this Prospectus.

The terms, conditions and pricing of these types of agreements in the telecom industry is extremely sensitive
as there are always different terms and conditions, liabilities and penalties clauses with different suppliers and
operators, which will in turn affect the prices for such hardware, software and related services. Therefore these
agreements are not available for inspection.

NSN

The Parent Company and NSN entered into a framework agreement on 28 April 2009. The terms and the
structure of this agreement are similar to those with Ericsson. Additionally, the Company entered into a contract
of adherence to this agreement on 24 June 2009 which was later amended on 29 June 2010.

Under the contract of adherence, the Company issued a purchase order in excess of BHD 500,000 on 13
March 2013 for the maintenance of its telecommunications network for the year 2013 in order to ensure that
its telecommunications network was covered under suitable maintenance arrangements until the swap of the
network with Ericsson was completed in the first quarter of 2014.

The terms, conditions and pricing of these types of agreements in the telecom industry are extremely sensitive
as there are always different terms and conditions, liabilities and penalties clauses with different suppliers and
operators which will in turn affect the prices for such hardware, software and related services. Therefore this
agreement is not available for inspection.

Huawei

The Company and Huawei entered into a facilities management agreement on 4 April 2013, under which
the Company outsources its IT services and related telecommunications services to Huawei. The term of this
agreement is one year and is automatically renewable unless a party notifies the other party in writing at least
six months prior to the expiration of the initial term or any renewal term of its decision not to renew this facilities
management agreement for another term.

This type of facilities management agreement is subject to different penalties, KPls and service credit with different
service providers and therefore such disclosure will impact these factors when supplying other parties. Therefore
this agreement is not available for inspection.

Partner Market Agreement with Vodafone

The Parent Company entered into a Partner Market Agreement with Vodafone Sales & Services Limited on 18
July 2012. This agreement provides the Parent Company Affiliates’ subscribers with greater support by providing
access to Vodafone's global footprint. The agreement also significantly expands Vodafone Group's partner market
presence in the Middle East region.

Under this Partner Market Agreement, Vodafone will work with the Parent Company Affiliates in the Kingdom
of Saudi Arabia, Bahrain, Kuwait, Jordan and Iragq and other countries to provide customers with high quality
communications services.

Under this agreement, the Parent Company Affiliates which have acceded to it will have access to Vodafone
Group's devices and services in their home markets and will become the preferred partner of Vodafone in respect
of the agreed areas of cooperation. The Company entered into a contract of accession to the Partner Market
Agreement on 30 September 2012. The duration of the contract of accession that the Company has entered into
is three years commencing on the date of the contract of accession.
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Vodafone and the Parent Company Affiliates work together to provide customers with enhanced network coverage
and harmonized roaming rates across multiple countries with greater cost efficiencies. The agreement shall also
provide the Parent Company Affiliates access to the brand, its branding materials, products and services.

In addition, this agreement allows the Parent Company Affiliates who have acceded to it to use the Vodafone
brand in branding jointly developed products. Vodafone's multinational customers served by Vodafone Global
Enterprise will benefit by being able to add the Parent Company Affiliates to their existing contracts for
international managed services, while continuing to be serviced via a single point of contact.

This agreement is extremely price sensitive and disclosure of the price and the terms of the agreement will impact
both parties with other contracting parties. Therefore this agreement is not available for inspection.
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8  Comparative Summary Financial Statements

i Deloitte & Touche - Middle East
e OItte Al-Zamil Tower
Government Avenue

P.O. Box 421, Manama
Kingdom of Bahrain

REPORT OF THE INDEPENDENT AUDITOR ON THE SUMMARY Tel: +973 17214490
CONDENSED INTERIM FINANCIAL INFORMATION TO THE Fas 1975 1721 4550
DIRECTORS OF ZAIN BAHRAIN B.S.C. (C C.R. 18670
Introduction

The accompanying summary condensed interim financial information, which comprise the summary condensed
statement of financial position as at March 31, 2013 and March 31, 2014, the summary condensed statement of profit
or loss and other comprehensive income, summary condensed statement of changes in equity and summary condensed
statement of cash flows for the three-month periods then ended are derived from the reviewed condensed interim
financial information of Zain Bahrain B.S.C. (C) (“the Company”) for the three-month periods ending March 31,2013
and March 31, 2014 respectively, which has been prepared in accordance with International Accounting Standard 34
“Interim Financial Reporting”. We expressed an unmodified review conclusion on those condensed interim financial
information in our reports dated April 7, 2013 and April 9, 2014 respectively, based on our review conducted in
accordance with International Standard on Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity”.

The summary condensed interim financial information does not contain all the disclosures required by International
Accounting Standard 34 “Interim Financial Reporting”. Reading the summary financial information, therefore, is not a
substitute for reading the reviewed condensed interim financial information of Zain Bahrain B.S.C. (C).

Management’s Responsibility for the Summary Financial Information

Management is responsible for the preparation of summary financial information in accordance with the respective
financial statements audited or reviewed by us.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the summary condensed interim financial information based on our
procedures, which were conducted in accordance with International Standard on Auditing (ISA) 810, “Engagements
to Report on Summary Financial Statements.”

Conclusion

Based on our procedures, nothing has come to our attention that causes us to believe that the summary condensed
interim financial information derived from the reviewed condensed interim financial information of Zain Bahrain
B.S.C. (C) comprising the summary condensed statement of financial position, the summary condensed statement of
profit or loss and other comprehensive income, summary condensed statement of changes in equity and summary
condensed statement of cash flows data are not consistent, in all material respects, with those condensed interim
financial information from which it was derived from.

For a better understanding of the Company’s condensed interim financial information and the results of its operations
for the financial periods ended March 31, 2013 and March 31, 2014 and the scope of our review, the summary
financial information should be read in conjunction with the condensed interim financial information from which the
summary condensed interim financial information was derived and our reports thereon.

This special purpose report has been prepared for the purpose of inclusion in the Prospectus of Zain Bahrain B.S.C.

(C) in connection with the proposed offering of the Company’s Shares.

Dtz _f
Manama — Kingdom of Bahrain, /UW(/U/
May 19, 2014 Deloitte & Touche
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The financial data set forth below is not a presentation of complete financial statements and should be read in conjunction
with the financial statements and related notes included elsewhere in this Prospectus, “Key Financial Information,”
"Operating and Financial Review and Prospects” and “Audited Financial Statements.”

ZAIN BAHRAIN B.S.C. (c)
MANAMA - KINGDOM OF BAHRAIN

Table 18 - CONDENSED STATEMENT OF FINANCIAL POSITION (UNAUDITED)
AS AT MARCH 31, 2013 AND 2014

March 31, 2013  March 31, 2014

BD ‘000 BD ‘000
ASSETS
Current assets
Cash and bank balances 2,299 2,824
Accounts receivable and other receivables 18,534 22,604
Inventories 2,825 3,781
Total current assets 23,658 29,209
Non-current assets
Property, plant and equipment 52,232 63,761
Intangible assets 15,790 18,721
Total non-current assets 68,022 82,482
Total assets 91,680 111,691
LIABILITIES AND EQUITY
Liabilities
Current liabilities
Bank overdraft 4,954 -
Accounts payable and accruals 32,838 33,769
Current portion of term loans - 4,568
Deferred revenue 4,722 4,349
Total current liabilities 42,514 42,686
Non-current liabilities
Non-current portion of term loans - 19,832
Provisions 286 334
Total non-current liabilities 286 20,166
Total liabilities 42,800 62,852
Equity
Share capital 32,000 32,000
Share premium 100 100
Statutory reserve 9,037 9,561
Retained earnings 7,743 7,178
Total equity 48,880 48,839
Total liabilities and equity 91,680 111,691
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ZAIN BAHRAIN B.S.C. (c)
MANAMA - KINGDOM OF BAHRAIN

Table 19 - CONDENSED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31, 2013 AND 2014

Three-month Three-month
period ended period ended
March 31, 2013  March 31, 2014

BD ‘000 BD ‘000
Revenue 19,077 18,398
Cost of revenue (3,873) (3,497)
Gross profit 15,204 14,901
Distribution, marketing and operating expenses (6,037) (5,691)
General and administrative expenses (1,602) (1,426)
Depreciation and amortisation (5,882) (5,629)
Provision for doubtful debts (382) (408)
Provision for slow moving inventories (30) (299)
Operating profit 1,271 1,448
Interest income 2 2
Other income 1 9
Other provision - (210)
Gain on currency revaluation 20 17
Finance costs (55) (186)
Profit for the period 1,244 1,080
Total comprehensive income for the period 1,244 1,080
Basic earnings per share Fils 39 Fils 34
ZAIN BAHRAIN B.S.C. (c)
MANAMA - KINGDOM OF BAHRAIN
Table 20 - CONDENSED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FOR THE PERIOD ENDED MARCH 31, 2013 AND 2014
Share Share Statutory Retained

Capital Premium Reserve Earnings Total

BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
Balance at December 31, 2012 32,000 100 8,913 13,023 54,036
Dividends - - - (6,400) (6,400)
Total comprehensive income for the period - - - 1,244 1,244
Transfer to statutory reserve - - 124 (124) -
Balance at March 31, 2013 32,000 100 9,037 7,743 48,880
Balance at December 31, 2013 32,000 100 9,453 11,486 53,039
Dividends - - - (5,280) (5,280)
Total comprehensive income for the period - - - 1,080 1,080
Transfer to statutory reserve - - 108 (108) -
Balance at March 31, 2014 32,000 100 9,561 7,178 48,839
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ZAIN BAHRAIN B.S.C. (c)
MANAMA - KINGDOM OF BAHRAIN

Table 21 - CONDENSED STATEMENT OF CASH FLOWS (UNAUDITED)

FOR THE PERIOD ENDED MARCH 31, 2013 AND 2014

Cash flows from operating activities:
Profit for the period
Adjustments for:
Depreciation and amortisation
Allowance for doubtful debts and slow moving inventories
Finance costs
Interest income
Gain on disposal of property, plant and equipment
Provision for employees’ end of service indemnity
Operating profit before working capital changes
Increase in inventories

Decrease / (increase) in accounts receivable, advances, prepayments

and other receivables
Increase / (decrease) in accounts payable and accruals
Decrease in deferred revenue
Cash generated from operating activities
Payment of employees’ end of service indemnity
Net cash from operating activities

Cash flows from investing activities:

Purchase of property, plant and equipment

Increase in intangible assets

Interest received

Proceeds from disposal of property, plant and equipment
Net cash used in investing activities

Cash flows from financing activities:
Long term loans
Interest paid
Net cash (used in) / from financing activities
Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at the end of the period
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Three-month
period ended
March 31, 2013

Three-month
period ended
March 31, 2014

BD ‘000 BD ‘000
1,244 1,080
5,882 5,629

412 707
55 186

2) 2

- 3)

15 16
7,606 7,613

(1,260) (1,109
1,014 (2,368)
2,754 (679)

(27) (420)

10,087 3,037

2 (12)
10,085 3,025
(1,554) (4,624)
(3,628) (2,954)
2 2
- 3
(5,180) (7,573)
- 4,400
(55) (184)
(55) 4,216
4,850 (332)
(7,505) 3,156
(2,655) 2,824




] Deloitte & Touche - Middle East
e OI e Al-Zamil Tower
Government Avenue

P.0. Box 421, Manama
Kingdom of Bahrain

REPORT OF THE INDEPENDENT EXTERNAL AUDITOR ON THE Tel: +973 17214490
SUMMARY FINANCIAL INFORMATION TO THE DIRECTORS Faxs 1975 1721 4550
OF ZAIN BAHRAIN B.S.C. (C C.R. 18670
Introduction

The accompanying summary financial information, which comprise the summary statement of financial
position as at December 31, 2009, December 31, 2010, December 31, 2011, December 31, 2012 and
December 31, 2013, the summary statement of comprehensive income, summary statement of changes in
equity and summary statement of cash flows for the years then ended listed out in Appendix C of the
Prospectus, are derived from the audited financial statements of Zain Bahrain B.S.C. (C) (“the Company”)
for the years ended December 31, 2009, December 31, 2010, December 31, 2011, December 31, 2012 and
December 31, 2013 respectively. We expressed an unmodified audit opinion on those financial statements in
our reports dated January 10, 2010, January 19, 2011, January 10, 2012, January 6, 2013 and January 12, 2014
respectively. Those financial statements, and the summary financial information, do not reflect the effects of events
that occurred subsequent to the dates of our respective reports on those financial statements.

The summary financial information does not contain all the disclosures required by International Financial
Reporting Standards. Reading the summary financial information, therefore, is not a substitute for reading
the audited financial statements of Zain Bahrain B.S.C. (C).

Management’s Responsibility for the Summary Financial Information

Management is responsible for the preparation of summary financial information in accordance with the respective
financial statements audited or reviewed by us.

Auditor’s Responsibility

Our responsibility is to express an opinion on the summary financial information based on our procedures,
which were conducted in accordance with International Standard on Auditing (ISA) 810, “Engagements to
Report on Summary Financial Statements.”

Opinion

In our opinion, the summary financial information derived from the audited financial statements of Zain
Bahrain B.S.C. (C) comprising statement of financial position, the summary statement of comprehensive
income, summary statement of changes in equity and summary statement of cash flows data listed out in
Appendix C of the Prospectus, are consistent, in all material respects, with those financial statements from
which it was derived from.

For a better understanding of the Company’s financial statements and the results of its operations for the financial
years and the scope of our audits, the summary financial information should be read in conjunction with the

financial statements from which the summary financial information was derived and our reports thereon.

This special purpose report has been prepared for the purpose of inclusion in the Prospectus of Zain Bahrain B.S.C.
(C) in connection with the proposed offering of the Company’s Shares.

- —
Manama — Kingdom of Bahrain, W j / MLU/

May 14, 2014 Deloitte & Touche

Member of Deloitte Touche Tohmatsu Limited
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ZAIN BAHRAIN B.S.C. (c)
MANAMA - KINGDOM OF BAHRAIN

Table 22 - STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2009, 2010, 2011, 2012 AND 2013

2009 2010 2011 2012 2013

BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
ASSETS
Current assets
Cash and bank balances 19,740 18,097 5,238 1,766 3,156
Accounts and other receivables 25,035 19111 21,554 19,930 20,644
Inventories 2,407 2,625 2,601 1,595 2,971
Total current assets 47,182 39,833 29,393 23,291 26,771
Non-current assets
Property, plant and equipment 41,139 46,309 49 848 53,310 61,367
Intangible assets (Note 1) 7,754 8,096 10,155 15,412 19,166
Total non-current assets 48,893 54,405 60,003 68,722 80,533
Total assets 96,075 94,238 89,396 92,013 107,304
LIABILITIES AND EQUITY
Liabilities
Current liabilities
Bank overdraft - - 839 9,271 -
Accounts payable and accruals 24,450 26,442 25,466 23,684 29,166
Current portion of term loans 2,585 - - - 3,286
Deferred revenue 4,377 4,144 3,950 4,749 4,769
Finance lease obligations 127 - - - -
Total current liabilities 31,539 30,586 30,255 37,704 37,221
Non-current liabilities
Non-current portion of term loans 3N - - - 16,714
Provision for employees’ end of service benefits 317 272 314 273 330
Total non-current liabilities 628 272 314 273 17,044
Total liabilities 32,167 30,858 30,569 37,977 54,265
Equity
Share capital 32,000 32,000 32,000 32,000 32,000
Share premium 100 100 100 100 100
Statutory reserve 4,781 6,968 8,272 8,913 9453
Retained earnings 27,027 24,312 18,455 13,023 11,486
Total equity 63,908 63,380 58,827 54,036 53,039
Total liabilities and equity 96,075 94,238 89,396 92,013 107,304

Note: The subscriber acquisition costs have been reclassified in the financial information of 2009, 2010 and 2011 from accounts and other receivables to
intangible assets to conform with the presentation of years 2012 and 2013. For further details refer to section 11.1
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ZAIN BAHRAIN B.S.C. (c)
MANAMA - KINGDOM OF BAHRAIN

Table 23 - STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2009, 2010, 2011, 2012 AND 2013

2009 2010 2011 2012 2013
BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000

Revenue 93,016 88,882 77,021 73,533 78,081
Cost of revenue (21,038) (20,437) (22,108) (16,250) (16,304)
Gross profit 71,978 68,445 54,913 57,283 61,777
Distribution, marketing and operating expenses (26,152) (25,309) (20,286) (22,100) (24,597)
General and administrative expenses (7,312) (7,255) (4,601) (6,492) (6,225)
Depreciation and amortisation (10,450) (14,175) (15,770) (20,877) (24,320)
Provision for doubtful debts (388) (295) (2,013) (1,336) (1,513)
Provision for inventories (24) (24) (72) (72) (120)
Operating profit 27,652 21,387 12,171 6,406 5,002
Interest income 343 287 144 27 8
Other income 297 31 489 8 610
Gain on currency revaluation 155 226 243 176 104
Finance costs (530) (59) - (208) (321)
Profit for the year 27,917 21,872 13,047 6,409 5,403
Total comprehensive income for the year 27,917 21,872 13,047 6,409 5,403
Basic earnings per share Fils 872 Fils 684 Fils 408 Fils 200 Fils 169

Note: The amortisation of subscriber acquisition costs have been reclassified in the financial information of 2009, 2010 and 2011 from distribution, marketing
and operating expenses to depreciation and amortisation to conform with the presentation of years 2012 and 2013. For further details refer to section 11.1

ZAIN BAHRAIN B.S.C. (c)
MANAMA - KINGDOM OF BAHRAIN

Table 24 - STATEMENT OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2009, 2010, 2011, 2012 AND 2013

Share Share Statutory Retained

Capital Premium Reserve Earnings Total

BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
Balance at December 31, 2008 32,000 100 1,989 17,902 51,991
Dividend declared - - - (16,000) (16,000)
Total comprehensive income for the year - - - 27,917 27,917
Transfer to statutory reserve - - 2,792 (2,792 -
Balance at December 31, 2009 32,000 100 4,781 27,027 63,908
Payment of dividends - - - (22,400) (22,400)
Total comprehensive income for the year - - - 21,872 21,872
Transfer to statutory reserve - - 2,187 (2,187) -
Balance at December 31, 2010 32,000 100 6,968 24,312 63,380
Dividends declared - - - (17,600) (17,600)
Total comprehensive income for the year - - - 13,047 13,047
Transfer to statutory reserve - - 1,304 (1,304) -
Balance at December 31, 2011 32,000 100 8,272 18,455 58,827
Dividends declared - - - (11,200) (11,200)
Total comprehensive income for the year - - - 6,409 6,409
Transfer to statutory reserve - - 641 (641) -
Balance at December 31, 2012 32,000 100 8,913 13,023 54,036
Dividends declared - - - (6,400) (6,400)
Total comprehensive income for the year - - - 5,403 5,403
Transfer to statutory reserve - - 540 (540) -
Balance at December 31, 2013 32,000 100 9,453 11,486 53,039
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ZAIN BAHRAIN B.S.C. (c)
MANAMA - KINGDOM OF BAHRAIN
Table 25 - STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2009, 2010, 2011, 2012 AND 2013

2009 2010 2011 2012 2013
BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
Cash flows from operating activities:
Profit for the year 27,917 21,872 13,047 6,409 5,403
Adjustments for:
Depreciation and amortisation 10,450 14,175 15,770 20,877 24,320
Gain on disposal of property,
plant and equipment - - (359) - -
Insurance claim - - - - (470)
Provision for doubtful debts and
slow moving inventories 412 319 2,085 1,408 1,633
Finance costs 530 59 - 208 321
Interest income (343) (287) (144) (27) (8)
Provision for employees’ end of
service benefits 89 150 81 78 62
Loss on property, plant and
equipment written off - - - - 65
Operating profit before working capital changes 39,055 36,288 30,480 28,953 31,326
(Increase) / decrease in accounts and
other receivables (2,369 6,225 (4,426) 288 (1,757)
(Increase) / decrease in inventories (640) (242) (48) 934 (1,496)
(Decrease / increase in accounts payable
and accruals (287) 1,788 (1,064) (1,866) 5,420
Increase / (decrease) / in deferred revenue 1,498 (233) (194) 799 20
Cash generated from operating activities 37,257 43,826 24,748 29,108 33,513
Payment of employees’ end of
service benefits (35) (103) (39) (119) (5)
Net cash from operating activities 37,222 43,723 24,709 28,989 33,508
Cash flow from investing activities:
Purchase of property, plant and equipment (9,522) (15,182) (13,824) (13,230) (18,875)
Interest received 328 273 144 27 8
Increase in intangible assets (4,190) (5,087) (7,215) (16,366) (17,321)
Net cash used in investing activities (13,384) (19,996) (20,895) (29,569) (36,188)
Cash flows from financing activities:
Interest paid 491) (59 - (208) (291)
Dividend paid (15,920) (22,288) (17,512) (11,116) (6,368)
Term loans (7,590) (2,585) - - 20,000
Repayment of capital element of finance lease (144) (438)
Net cash (used in) / from financing activities (24,145) (25,370) (17,512) (11,324) 13,341
Net (decrease) / increase in cash and
cash equivalents (307) (1,643) (13,698) (11,904) 10,661
Cash and cash equivalents at
beginning of the year 20,047 19,740 18,097 4,399 (7,505)
Cash and cash equivalents at end of the year 19,740 18,097 4,399 (7,505) 3,156

Note: The subscriber acquisition costs and the related amortisation have been reclassified in the financial information of 2009, 2010 and 2011 as stated in the
previous pages; accordingly the amounts relating to depreciation and amortisation, change in accounts and other receivables and the increase in intangible
assets have been reclassified to conform with the presentation of years 2012 and 2013. For further details refer to section 11.1
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9.1

Key Financial Information

Selected Financial Data

Sections 9, 10, and 11 of this Prospectus are based on the Company’s Audited Financial Statements which were
prepared in accordance with the International Financial Reporting Standards ("IFRS"). The Company’s financial
statements and respective accounting records have been audited/reviewed by Deloitte & Touche in accordance
with the International Standards on Auditing (“ISA").

The following tables set forth selected historical financial information, including summarised statement of
comprehensive income, summarised statement of financial position, and summarised statement of cash flows,
derived from the Company’s Audited Financial Statements as at and for the years ended 31 December 2009, 2010,
2011, 2012 and 2013, as well as the Company's reviewed quarterly financials for the 3-month periods ended 31
March 2013 and 31 March 2014.

The Audited Financial Statements for the years ended 31 December 2011, 2012, and 2013, as well as the reviewed
financial statement for the three months ended 31 March 2014 can be found in Appendix C of this Prospectus.
The Audited Financial Statements for the years ended 2009 and 2010 are part of the documents available for
inspection.

Table 26 - Key Financial Information - Income Statements (Q1 2013 and Q1 2014)

Currency: BHD ‘000 Q12013 Q12014
Revenue 19,077 18,398
Gross profit 15,204 14,901
Operating profit 1,271 1,448
Profit for the year 1,244 1,080
Basic Earnings per Share (fils) 39 34
Basic Earnings per Share — adjusted to reflect sale of new shares (fils) 34 29

Source: Reviewed financial statement for the three months ended 31 March 2014

Table 27 - Key Financial Information - Income Statements (2009 - 2013)

Currency: BHD ‘000 2009 2010 2011 2012 2013
Revenue 93,016 88,882 77,021 73,533 78,081
Gross profit 71,978 68,445 54,913 57,283 61,777
Operating profit 27,652 21,387 12,171 6,406 5,002
Profit for the year 27,917 21,872 13,047 6,409 5,403
Basic Earnings per Share (fils) 872 684 408 200 169
Basic Earnings per Share — adjusted to

reflect sale of new shares (fils) 759 594 355 174 147

Source: Audited financial statements

Table 28 - Key Financial Information - Statements of Financial Position (31 Mar 2013, 31 Mar 2014)

Currency: BHD '000 31 Mar 2013 31 Mar 2014
Total assets 91,680 111,691
Total liabilities 42,800 62,852
Total shareholder’s equity 48,880 48,839
Issued and paid-up share capital and statutory reserves 41,037 41,561

Source: Reviewed financial statement for the three months ended 31 March 2014

Table 29 - Key Financial Information - Statements of Financial Position (31 Dec 2009 - 31 Dec 2013)

Currency: BHD ‘000 31 Dec 2009 31 Dec 2010 31 Dec 2011 31 Dec 2012 31 Dec 2013
Total assets 96,075 94,238 89,396 92,013 107,304
Total liabilities 32,167 30,858 30,569 37,977 54,265
Total shareholder’s equity 63,908 63,380 58,827 54,036 53,039
Issued and paid-up share capital

and statutory reserves 36,781 38,968 40,272 40,913 41,453

Source: Audited Financial Statements

ZAIN BAHRAIN B.S.C.(c) PROSPECTUS 71



9.2
9.2.1

9.2.2

Table 30 - Key Financial Information - Statements of Cash Flows (Q1 2013 and Q1 2014)

Currency: BHD 000 Q12013 Q12014
Net cash flows generated from operating activities 10,085 3,025
Net cash flows used in investing activities (5,180) (7,573)
Net cash flows (used in)/generated from financing activities (55) 4,216
Net (decrease)/increase in cash and cash equivalents 4,850 (332)
Cash and cash equivalents at beginning of the year (7,505) 3,156
Cash and cash equivalents at end of the year (2,655) 2,824
Bank overdraft 4,954 -
Cash and bank balance 2,299 2,824

Source: Reviewed financial statement for the three months ended 31 March 2014

Table 31 - Key Financial Information - Statements of Cash Flows (2009 — 2013)

Currency: BHD 000 2009 2010 2011 2012 2013
Net cash flows generated from
operating activities 33,032 38,636 24,709 28,989 33,508
Net cash flows used in investing activities (9,194) (14,909) (20,895) (29,569) (36,188)
Net cash flows (used in)/generated

from financing activities (24,145) (25,370) (17,512) (11,324) 13,341
Net (decrease)/increase in cash

and cash equivalents (307) (1,643) (13,698) (11,904) 10,661
Cash and cash equivalents at

beginning of the year 20,047 19,740 18,097 4,399 (7,505)
Cash and cash equivalents

at end of the year 19,740 18,097 4,399 (7,505) 3,156
Bank overdraft - - 839 9,271 -
Cash and bank balance 19,740 18,097 5,238 1,766 3,156

Source: Audited Financial Statements

Capitalisation and Indebtedness

Capitalisation

The following table shows the total short-term debt and current portion of long-term debt, total shareholder’s
equity and total capitalisation of Zain Bahrain at 31 March 2014. This table should be read in conjunction with this
section 9 (“Key Financial Information”), section 10 (“Operating and Financial Review and Prospects”) and section
11 ("Audited Financial Statements”) of the Prospectus.

Table 32 - Total Capitalisation at 31 March 2014

Currency: BHD ‘000 31 March 2014
Share capital 32,000
Share premium 100
Statutory reserve 9.561
Retained earnings 7,178
Total short-term debt 4,568
Long-term debt 19,832
Total capitalisation 73,239

Source: The Company

Indebtedness

As at 31 March 2014, the Company’s total indebtedness amounted to BHD 34,638,000 including the short-term
financial debt of BHD 4,568,000 and the long-term financial debt of BHD 19,832,000.

The indebtedness is denominated in BHD. The short-term financial debt represents the current portion of term
loans whereas the long-term financial debt represents the non-current portion of term loans.
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The following table shows the total indebtedness of Zain Bahrain at 31 March 2014.

Table 33 - Total Indebtedness at 31 March 2014

Currency: BHD 000 31 March 2014
Liquidity

Cash and cash equivalents 2,824

Short-term financial debt (4,568)

Overdraft financial debt -
Current receivables 17,528
Long-term financial debt (19,832)
Contingent liabilities:

Letters of guarantee (904)

Capital commitments (19,789)

Operating leases (9,897)
Total indebtedness (34,638)

Source: The Company

The following table provides the breakdown of the credit facilities at 31 March 2014.

Table 34 - Breakdown of the Credit Facilities — External Sources at 31 March 2014

Credit Facility = Draw Down Available
Type Lender/ Agent Currency Amount Amount Facility Validity
Overdraft BBK BHD ‘000 2,500 - 2,500 Open
Total Overdraft BHD ‘000 2,500 - 2,500
Term Loan and Arab Bank  BHD ‘000 13,000 11,500 1,500 Five years from
Overdraft 6 May 2013
Term Loan BBK BHD ‘000 10,500 10,500 - Five years from
10 April 2013
Term Loan AUB BHD "000 7,500 2,400 5,100 Five years from
1 October 2013
Total Term Loans BHD ‘000 31,000 24,400 6,600
Total 33,500 24,400 9,100

Source: The Company

As per the reviewed financial statements — 31 March 2014, “During the year, the Company obtained three term
loans facilities amounting to BD 10.5 million, BD 13 million and BD 7.5 million respectively from three commercial
banks in the Kingdom of Bahrain. As at the reporting date, the Company has utilised BD 20 million out of the total
loan facilities available. These loans carry interest rate of three months BIBOR plus 2.25%. Loans are payable in 8,
7 and 8 semi-annual instalments respectively starting after one year from the loan agreement date. The Company
signed promissory notes against these loans.”

As at 31 March 2014, Zain Bahrain had facilities amounting to BHD 33,500,000, of which BHD 24,400,000 has been
availed of. The available credit facilities amount to BHD 9,100,000.

As per the agreement with Arab Bank, the total facilities from Arab Bank are BHD 13,000,000 which initially
comprised BHD 10,000,000 long term and BHD 3,000,000 overdraft facility. The agreement provides Zain Bahrain
with an option to convert the BHD 3,000,000 overdraft into a long term loan. Zain Bahrain has already utilised
BHD 1,500,000 from the overdraft facility limit of BHD 3,000,000 and converted it to a long term loan. Hence, the
balance of the conversion facility amounting to BHD 1,500,000 is available as of 31 March 2014, as highlighted in
the table above. Moreover, as per the audited financial statement, the full BHD 13,000,000 is disclosed as a term
loan.
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The following table highlights the loans maturity profile as at 31 March 2014.

Table 35 - Loans Maturity Profile as at 31 March 2014

Currency: BHD ‘000 2013 2014 2015 2016 2017 2018 Total
BBK (BHD 10.5m)

Principal - 2,625 2,625 2,625 2,625 0 10,500
Interest 42 292 223 135 46 0 738
Arab Bank (BHD 11.5m)

Principal - 1,643 3,286 3,286 3,285 - 11,500
Interest 84 377 290 179 67 - 997
AUB (BHD 2.4m)

Principal - - 600 600 600 600 2,400
Interest 83 70 53 32 " 249
Loan Repayment Summary

Total principal - 4,268 6,511 6,511 6,510 600 24,400
Total interest 126 752 583 367 145 11 1,984

Source: The Company

The grace period against each term loan is set out below:

BBK: One year from the signing date
Arab Bank: One and a half year from the signing date
AUB: One and a half year from the signing date
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10.

10.1

Operating and Financial Review and Prospects

The following is the Management's discussion of the Company’s financial condition and results of operations. This
is not a presentation of the complete financial statements and should be read in conjunction with Zain Bahrain’s
Audited Financial Statements, including the notes thereto, for the financial years ended 31 December 2011, 31
December 2012 and 31 December 2013, as well as the Company’s unaudited reviewed interim condensed financial
statements, including the notes thereto, for the three months ended 31 March 2014. The following discussion
should also be read in conjunction with the information presented under section 5.3 (“Business Overview and
Strategy”), section 5.4 (“Industry Analysis and General Overview") and section 9 (“Key Financial Information”).

The unaudited reviewed interim condensed financial statements for the periods indicated above include all
adjustments, consisting of normal recurring accruals, considered necessary for a fair statement of the results for
the unaudited interim period. The interim results are not necessarily indicative of the results that may be expected
for any other period or for the full year.

The Audited Financial Statements for the years ended 31 December 2011, 2012, and 2013, as well as the reviewed
financial statement for the three months ended 31 March 2014 can be found in Appendix C of this Prospectus.
The Audited Financial Statements for the years ended 2009 and 2010 are part of the documents available for
inspection.

Statements of Comprehensive Income

The following tables show the operating results of the Company during FY 2011-2013 and Q1 2014:

Table 36 - Statements of Comprehensive Income, 2011-2013

Currency: BHD ‘000 2011 2012 2013
Revenue 77,021 73,533 78,081

Cost of revenue (22,108) (16,250) (16,304)
Gross profit 54,913 57,283 61,777

Distribution and marketing expenses (20,286) (22,100) (24,597)
General and administrative expenses (4,601) (6,492) (6,225)
Depreciation and amortisation charges (15,770) (20,877) (24,320)
Provision for doubtful debts (2,013) (1,336) (1,513)
Provision for inventories (72) (72) (120)
Operating profit 12,171 6,406 5,002
Interest income 144 27 8
Other income 489 8 610
Other provision - - -
Gain on currency revaluation 243 176 104
Finance costs - (208) (321)
Profit for the year 13,047 6,409 5,403
Basic Earnings per Share (fils) 408 200 169

Source: Audited Financial Statements
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Table 37 - Statements of Comprehensive Income, Q1 2013 and Q1 2014

Currency: BHD 000 Q12013 Q12014
Revenue 19,077 18,398
Cost of revenue (3,873) (3,497)
Gross profit 15,204 14,901
Distribution and marketing expenses (6,037) (5,691)
General and administrative expenses (1,602) (1,426)
Depreciation and amortisation charges (5,882) (5,629)
Provision for doubtful debts (382) (408)
Provision for inventories (30) (299)
Operating profit 1,271 1,448
Interest income 2 2
Other income 6 9
Other provision - (210)
Gain on currency revaluation 20 17
Finance costs (55) (186)
Profit for the year 1,244 1,080
Basic Earnings per Share (fils) 39 34

Source: Reviewed financial statement for the three months ended 31 March 2014

10.1.1 Revenue

Mobile services are the core business segment of Zain Bahrain and are segregated into Post-paid and Prepaid
mobile services. Within the mobile segment, Post-paid segment constitutes a larger proportion of the Company’s
mobile revenue. The following tables show a breakdown of the Company’s revenue during FY 2011-2013 and Q1
2014.

Table 38 - Key Financial Information - Revenue, 2011-2013

Currency: BHD 000 2011 2012 2013
Mobile 54,594 57,934 60,974
Interconnection 5,134 4,017 3,331
Fixed Wireless 5,050 5,816 6,993
Others 12,243 5,767 6,782
Total revenue 77,021 73,533 78,081

Composition of revenue

Mobile 70.9% 78.8% 78.1%
Interconnection 6.7% 5.5% 4.3%
Fixed Wireless 6.6% 7.9% 9.0%
Others 15.9% 7.8% 8.7%
Total revenue 100.0% 100.0% 100.0%

Source: The Company
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10.1.2

Table 39 - Key Financial Information - Revenue, Q1 2013 and Q1 2014

Currency: BHD ‘000 Q12013 Q12014
Mobile 14,806 14,093
Interconnection 893 764
Fixed Wireless 1,648 1,873
Others 1,730 1,668
Total revenue 19,077 18,398

Composition of revenue

Mobile 77.6% 76.6%
Interconnection 4.7% 4.2%
Fixed Wireless 8.6% 10.2%
Others 9.1% 9.1%
Total revenue 100.0% 100.0%

Source: The Company

Mobile revenue increased year-on-year ("y-0-y") by 6.1% and 5.2% during the years 2012 and 2013, respectively,
principally driven by an introduction of attractive and competitively priced Postpaid and Prepaid voice and data
bundle packages coupled with smartphones. This strategy has resulted in a y-o-y increase in the Company’s
subscribers by 21.3% and 25.3% in the years 2012 and 2013, respectively. However, mobile revenue marginally
declined by 4.8% in Q1 2014 compared with Q1 2013 due to competitive tariffs offered by the Company.
Correspondingly, total subscribers were 12.9% higher in Q1 2014 relative to Q1 2013.

Interconnection revenue represents the amounts receivable from other network operators for their subscribers’
traffic terminated on the Company’s network. Interconnection revenue is generated from both Post-paid and
Prepaid mobile services. Interconnection revenue decreased y-o-y by 21.8% and 17.1% in years 2012 and 2013,
respectively. Interconnection revenue decreased 14.4% in Q1 2014 compared with Q1 2013. The decrease in
interconnection revenue during FY 2011-2013 and Q1 2014 was driven by a decrease in traffic volume mainly due
to (i) competitive interconnection rates offered by telecom operators, (i) an increased trend of using Over-the-Top
("OTT") content, and (jii) an on-net community (family and friend packages, etc.) impact.

Fixed Wireless revenue is driven by subscriptions only and excludes the revenue generated through sale
of broadband devices. Fixed Wireless revenue increased y-o-y by 15.2% and 20.3% in years 2012 and 2013,
respectively. Fixed Wireless revenue was 13.6% higher in Q1 2014 relative to Q1 2013. Fixed Wireless revenue had
an increasing trend during FY 2011-2013 and Q1 2014 due to competitive tariffs offered by the Company and the
resultant increase in the Company’s Fixed Wireless subscriber base.

Other revenue comprises revenue from Prepaid calling cards, broadband device usage and trading revenue.
During year 2012, other revenue declined y-o-y by 52.9% due to a change in the Company’s accounting policy for
recognising revenue from sales of equipment (handsets, dongles, laptops, tablets, routers, etc.). Subsequently,
other revenue increased y-o-y by 17.6% in year 2013. During Q1 2014, other revenue decreased by 3.6% compared
with Q1 2013, mainly due to 42.9% decline in trading revenue (sales of mobile handsets and other telecom
equipment) relative to Q1 2013. Trading revenue decreased due to a general decline in uptake of smartphones
and other related equipment in the market.

Cost of Revenue

The cost of revenue over FY 2011-2013 and Q1 2014 is shown in the following tables and includes the costs
of international calls, handsets and accessories, SIM cards and scratch cards, BlackBerry fees, interconnection
charges, TRA charges, and dealer commissions.

Table 40 - Cost of Revenue, 2011-2013

Currency: BHD 000 2011 2012 2013
Cost of revenue 22,108 16,250 16,304
Gross profit 54,913 57,283 61,777
Gross margin 71.3% 77.9% 79.1%

Source: Audited Financial Statements

Table 41 - Cost of Revenue, Q1 2013 and Q1 2014

Currency: BHD 000 Q12013 Q1 2014
Cost of revenue 3,873 3,497
Gross profit 15,204 14,901
Gross margin 79.7% 81.0%

Source: Reviewed financial statement for the three months ended 31 March 2014
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As per the independent advisor statement as of 30 June 2013, “ZB should utilise its MIS / accounting system to
maintain additional reporting features (e.g. gross margin analysis at revenue segment level) to better assess the
financial performance”. As per Management, the Company generates different detailed reports to track and
evaluate the financial performance.

10.1.3 Operating Expenses
The following tables show breakdown of operating expenses during FY 2011-2013 and Q1 2014:

Table 42 - Operating Expenses, 2011-2013

Currency: BHD ‘000 2011 2012 2013
Distribution, marketing and operating expenses 20,286 22,100 24,597
General and administrative expenses 4,601 6,492 6,225
Depreciation and amortisation expenses 15,770 20,877 24,320
Provision for doubtful debts 2,013 1,336 1,513
Provision for slow moving inventories 72 72 120
Total operating expenses 42,742 50,877 56,775
As % of revenue 55.5% 69.2% 72.7%

Source: Audited Financial Statements

Table 43 - Operating Expenses, Q1 2013 and Q1 2014

Currency: BHD ‘000 Q12013 Q12014
Distribution, marketing and operating expenses 6,037 5,691
General and administrative expenses 1,602 1,426
Depreciation and amortisation expenses 5,882 5,629
Provision for doubtful debts 382 408
Provision for slow moving inventories 30 299
Total operating expenses 13,933 13,453
As % of revenue 73.0% 73.1%

Source: Reviewed financial statement for the three months ended 31 March 2014

Operating expenses increased y-o-y by 19.0% and 11.6% in years 2012 and 2013, respectively, mainly due to
the increase in depreciation and amortisation expenses. Operating expenses decreased by 3.4% in Q1 2014
compared with Q1 2013.

Distribution, marketing and operating ("DMO") expenses primarily include staff costs, marketing, advertising and
PR expenses, outsourcing expenses and regulatory charges. DMO expenses increased y-o-y by 8.9% and 11.3% in
years 2012 and 2013, respectively, mainly due to staff costs, rental and utilities expenses, and regulatory charges.
DMO expenses decreased by 5.7% in Q1 2014 compared with Q1 2013 due to lower system support expenses.
Staff costs remained the largest component of DMO expenses comprising 18.8%, 19.7%, 18.3%, 18.7% and 21.9%
of DMO expenses during years 2011, 2012, and 2013, and in Q1 2013 and Q1 2014, respectively.

General and administrative ("G&A") expenses increased 41.1% in year 2012 compared with year 2011 mainly due
to increase in staff costs. However, G&A expenses decreased y-o-y by 4.1% in year 2013 (compared with year
2012), and by 11.0% in Q1 2014 compared with Q1 2013, due to cost control initiatives by the Company. Staff
costs comprised the largest component of G&A expenses, at 51.4%, 49.3%, 43.5%, 46.2% and 52.8% of the G&A
expenses during years 2011, 2012, and 2013, and in Q1 2013 and Q1 2014, respectively.

Depreciation and amortisation expenses relate to network equipment, licences, and Subscriber Acquisition Cost
("SAC"). They comprised 36.9%, 41.0%, 42.8%, 42.2% and 41.8% of operating expenses during years 2011, 2012,
and 2013, and Q1 2013 and Q1 2014, respectively. Depreciation and amortisation expenses increased in years
2012 and 2013 mainly due to increase in SAC. However, depreciation and amortisation expenses reduced by 4.3%
during Q1 2014, compared with Q1 2013, due to an assessment (resulting in an upwards revision) of useful lives of
the Company's property, plant and equipment during Q1 2014 in line with the change in Parent Company’s policy.

Provision for doubtful debts relates to amounts due from Post-paid subscribers that exceed 12 months. Provision
for slow moving inventories relates to handsets and accessories. During Q1 2014, the Company undertook an
assessment of its obsolete and slow moving inventory items and recognised an additional provision for these
items. This resulted in a significantly higher provision for slow moving inventories in Q1 2014 relative to Q1 2013.
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10.1.4

Under the Telecommunications Law and according to Article 3(c)(1) and (18) of the Law, the Company shall pay the
TRA the following:

e A percentage (not to exceed 1%) of the gross annual turnover (as per TRA board of directors resolution no. 3
of 2010, dated 28 July 2010, the Company annually pays 0.8% of its gross annual turnover)

* Fees for services that the TRA provides, including:

- Service licensing application charges, initial fees and renewal fees
- Annual radio spectrum licensing fees

- Annual number ranges assignment fees

- Processing of applications for equipment approval

The tables below show the amount paid in relation to the above mentioned items.

Table 44 - Licence fees, 2011-2013

Currency: BHD ‘000 2011 2012 2013
Licence fees 1,443 1,852 2,935

Source: The Company

Table 45 - Licence fees, Q1 2013 - Q1 2014

Currency: BHD ‘000 Q12013 Q12014
Licence fees 714 580

Source: The Company

Other Income and Expenses

Other income and expenses are non-operating income and expenses. The following tables show the breakdown
of other income and expenses over FY 2011-2013 and Q1 2014:

Table 46 - Other Income and Expenses, 2011-2013

Currency: BHD ‘000 2011 2012 2013

Other income

Interest income 144 27 8

Other income 489 8 610

Gain on currency revaluation 243 176 104
876 211 722

Other provision
Other provision - - -
Other expenses
Finance costs - 208 321

Source: Audited Financial Statements

Table 47 - Other Income and Expenses, Q1 2013 and Q1 2014

Currency: BHD ‘000 Q12013 Q12014
Other income

Interest income 2 2

Other income 6 9

Gain on currency revaluation 20 17
28 28

Other provision

Other provision - 210

Other expenses

Finance costs 55 186

Source: Reviewed financial statement for the three months ended 31 March 2014

Interest income is derived from interest earned on time deposits placed with banks. The Company selects banks
based on the best market rate provided. The decrease in interest income is mainly due to the reduction in average
monthly time deposit from BHD 5,400,000 in year 2011 to BHD 3,440,000 in year 2012 and BHD 5,900,000 in year
2013. Average monthly time deposit was BHD 248,560 in Q1 2013 and none as of Q1 2014.
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The Company generates other income mainly through renting of its branch located on Exhibitions Avenue,
Manama, Bahrain. During year 2011, the Company sold its obsolete equipment, while upgrading the WiMAX
technology from 16d standard to 16e standard, which resulted in a gain of BHD 359,000. Subsequently, in year
2013, the Company had insurance reimbursements of BHD 470,000 in respect of its damaged sites and other
claims. During Q1 2014, the Company had a gain of BHD 3,000 on sale of an obsolete vehicle which resulted in a
higher other income during Q1 2014 compared with Q1 2013.

Gain on currency revaluation is related to the settlement of overseas supplier billings which are generally
denominated in Euro, AED and USD.

During Q1 2014, the Company recognised a provision of BHD 210,000 (applied at BHD 70,000 per month from 1
January 2014) to cover any potential claims from the TRA relating to the delay in the Company’s IPO.

The Company incurs finance costs on its borrowings. The Company's borrowings increased over FY 2011-2013
and Q1 2014 as shown in the following table.

Table 48 - Borrowings, 2011-2013

Currency: BHD ‘000 2011 2012 2013
Overdraft 839 9,271 -
Term loan - - 20,000
Total borrowings 839 9,271 20,000

Source: Audited Financial Statements

Table 49 - Borrowings, Q1 2013 and Q1 2014

Currency: BHD ‘000 Q12013 Q12014
Overdraft 4,954 -
Term loan - 24,400
Total borrowings 4,954 24,400

Source: Reviewed financial statement for the three months ended 31 March 2014

The following tables set out the financial key performance indicators (“KPIs") of the Company over FY 2011-2013
and Q1 2014.

Table 50 - Financial KPIs, 2011-2013

Unit 2011 2012 2013
Gross margin % 71.3% 77.9% 79.1%
Operating profit margin % 15.8% 8.7% 6.4%
Profit margin % 16.9% 8.7% 6.9%
ARPU BHD 12.7 10.9 9.4
Mobile subscribers ‘000 473.6 572.0 7245
Fixed Wireless subscribers ‘000 345 445 47.9
Total subscribers ‘000 508.1 616.4 7725
Average total subscribers ‘000 503.8 562.3 694.4
Source: Audited Financial Statements, the Company
Table 51 - Financial KPIs, Q1 2013 and Q1 2014
Unit Q12013 Q1 2014
Gross margin % 79.7% 81.0%
Operating profit margin % 6.7% 7.9%
Profit margin % 6.5% 5.9%
ARPU BHD 8.7 8.4
Mobile subscribers ‘000 639.3 726.8
Fixed Wireless subscribers ‘000 46.4 47.6
Total subscribers ‘000 685.7 774.4
Average total subscribers ‘000 729.1 730.0

Source: Reviewed financial statement for the three months ended 31 March 2014; the Company
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10.2
10.2.1

Due to the entry of the third operator in Bahrain, Viva, in 2010, the Company took various initiatives to maintain
its market share through lowering the tariffs and offering attractive smartphone packages. Consequently, the
Company has been successful in increasing its subscriber base over FY 2011-2013 and Q1 2014. Correspondingly,
due to the competitive tariffs offered (which is a general trend in the local market), the Company’s ARPUs have
declined over FY 2011-2013 and Q1 2014.

Liquidity and Capital Resources

Material Sources of Internal and External Liquidity as at 31 March 2014

Zain Bahrain maintains separate bank accounts and manages its cash flow through a stand-alone treasury function.
As such, the Company arranges funding for its operations and expansion through resources independent of the
Parent Company. The main sources of liquidity for Zain Bahrain are credit facilities (external sources) and cash
generated from operating activities (internal sources).

The table below shows breakdown of external sources of liquidity available at 31 March 2014.

Table 52 - Breakdown of the Credit Facilities at 31 March 2014 - External Sources

Credit Facility = Draw Down Available
Type Lender/ Agent Currency Amount Amount Facility Validity
Overdraft BBK BHD ‘000 2,500 - 2,500 Open
Total Overdraft BHD ‘000 2,500 - 2,500
Term Loan and Arab Bank  BHD ‘000 13,000 11,500 1,500 Five years from
Overdraft 6 May 2013
Term Loan BBK BHD '000 10,500 10,500 - Five years from
10 April 2013
Term Loan AUB BHD ‘000 7,500 2,400 5,100 Five years from
1 October 2013
Total Term Loans BHD ‘000 31,000 24,400 6,600
Total 33,500 24,400 9,100

Source: The Company

As per the reviewed financial statements — 31 March 2014 “During the year, the Company obtained three term
loans facilities amounting to BD 10.5 million, BD 13 million and BD 7.5 million, respectively, from three commercial
banks in the Kingdom of Bahrain. As at the reporting date, the Company has utilised BD 20 million out of the total
loan facilities available. These loans carry interest rate of three months BIBOR plus 2.25%. Loans are payable in 8,
7 and 8 semi-annual instalments, respectively, starting after one year from the loan agreement date. The Company
signed promissory notes against these loans.”

As at 31 March 2014, Zain Bahrain had facilities amounting to BHD 33,500,000, of which BHD 24,400,000 has been
availed of. The available credit facilities amount to BHD 9,100,000.

As per the agreement with Arab Bank, the total facilities from Arab Bank are BHD 13,000,000 which initially
comprised of BHD 10,000,000 long term and BHD 3,000,000 overdraft facility. The agreement provides Zain Bahrain
with an option to convert the BHD 3,000,000 overdraft into a long term loan. Zain Bahrain has already utilised
BHD 1,500,000 from the overdraft facility limit of BHD 3,000,000 and converted it to a long term loan. Hence, the
balance of the conversion facility amounting to BHD 1,500,000 is available as of 31 March 2014, as highlighted in
the table above. Moreover, as per the audited financial statement, the full BHD 13,000,000 is disclosed as a term
loan. The Company's cash flows generated from operating activities represent its internal source of liquidity. The
Company also expects to generate additional cash flows from the IPO. During Q1 2014, the cash flow generated
from operating activities amounted to BHD 3,025,000 (2013: BHD 33,508,000).

The following tables highlight the internal source of liquidity over FY 2011-2013 and Q1 2014:

Table 53 - Internal sources of liquidity, 2011-2013

Currency: BHD ‘000 2011 2012 2013
Net cash flows generated from operating activities 24,709 28,989 33,508

Source: Audited Financial Statements

Table 54 - Internal sources of liquidity, Q1 2013 and Q1 2014

Currency: BHD 000 Q12013 Q12014
Net cash flows generated from operating activities 10,085 3,025

Source: Reviewed financial statement for the three months ended 31 March 2014
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10.2.2

As per Management, Zain Bahrain experienced a decrease in cash generated from operations, on a quarterly
comparison between Q1 2013 and Q1 2014. The major movement was in relation to dividends payable, which
were transferred from equity to dividend payable as of March 2014 amounting to BHD 5,280,000. The net debt to
EBITDA ratio as at 31 March 2014 is 0.7x whereas the covenant benchmark is that it should be less than 2.5x. This
indicates that Zain Bahrain is not a highly geared company and has the capacity to take on additional debt. The
interest coverage ratio as at 31 March 2014 is 26.9x whereas the covenant benchmark is that it should be higher
than 5x. This further indicates the additional available capacity to take additional debt by Zain Bahrain.

Directors’ Opinion on Working Capital Position

The Company operates with negative net working capital, with current liabilities exceeding current assets,
principally reflecting high accounts payables and accruals. This is common with several international
telecommunications companies and this position does not create a liquidity risk as the Company could delay the
timing of any discretionary capital expenditure or reduce dividend pay-out ratios should cash inflows reduce. It is
also important to highlight that net working capital increased from negative BHD 16,201,000 as at 31 March 2013
to negative BHD 11,733,000 as at 31 March 2014, reflecting a degree of liquidity tightening.

Table 55 - Net Working Capital, 2011-2013

Currency: BHD 000 2011 2012 2013
Account and other receivables 21,554 19,930 20,644
Inventories 2,601 1,595 2,971
Current assets (excl. cash) 24,155 21,525 23,615
Accounts payable and accruals 25,466 23,684 29,166
Deferred revenue 3,950 4,749 4,769
Current liabilities (excl. loan) 29,416 28,433 33,935
Net working capital (5,261) (6,908) (10,320)

Source: Audited Financial Statements

Table 56 - Net Working Capital, Q1 2013 and Q1 2014

Currency: BHD 000 Mar 2013 Mar 2014
Account and other receivables 18,534 22,604
Inventories 2,825 3,781
Current assets (excl. cash) 21,359 26,385
Accounts payable and accruals 32,838 33,769
Deferred revenue 4,722 4,349
Current liabilities (excl. loan) 37,560 38,118
Net working capital (16,201) (11,733)

Source: Reviewed financial statement for the three months ended 31 March 2014
The increase in net working capital is principally driven by a 22% increase y-o-y in accounts and other receivables.

Given the current net working capital position, it is the Directors’ opinion that the Company will continue to
efficiently manage its liquidity position by controlling discretionary spend and payables.

According to the independent advisor's comments for 31 March 2014 and 31 December 2013, “Adjusted trade
working capital cash conversion cycle ("CCC") has been increasing and hence reflecting a degree of liquidity
tightening. ZB needs to ensure appropriate levels of funding are in place so that normal operations are not
disrupted in any manner.”

Moreover, the independent advisor had the following comment for the period up to 30 June 2013: “Adjusted
trade working capital cash cycle days have been increasing and hence reflecting a degree of liquidity tightening.
The latter has been further aggravated by a high cash dividend pay-out. ZB needs to ensure appropriate levels of
cash funding is in place so that normal operations are not disrupted in any manner.”
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10.2.3 Key Financial Information of the Statements of Cash Flows - FY 2011-2013 and Q1 2014

10.2.4

The following tables set out the key financial information of statement of cash flows over FY 2011-2013 and Q1

2014.

Table 57 - Key Financial Information of Statements of Cash Flows, 2011-2013

Currency: BHD ‘000 2011 2012 2013
Net cash flows generated from operating activities 24,709 28,989 33,508
Net cash flows used in investing activities (20,895) (29,569) (36,188)
Net cash flows (used in)/generated from financing activities (17,512 (11,324) 13,341

Net (decrease)/increase in cash and cash equivalents (13,698) (11,904) 10,661

Cash and cash equivalents at beginning of the year 18,097 4,399 (7,505)
Cash and cash equivalents at end of the year 4,399 (7,505) 3,156

Bank overdraft 839 9,271 -

Cash and bank balance 5,238 1,766 3,156

Source: Audited Financial Statements

Table 58 - Key Financial Information of Statements of Cash Flows, Q1 2013 and Q1 2014

Currency: BHD ‘000 Q12013 Q12014
Net cash flows generated from operating activities 10,085 3,025

Net cash flows used in investing activities (5,180) (7,573)
Net cash flows (used in)/generated from financing activities (55) 4,216

Net (decrease)/increase in cash and cash equivalents 4,850 (332)
Cash and cash equivalents at beginning of the year (7,505) 3,156

Cash and cash equivalents at end of the year (2,655) 2,824

Bank overdraft 4,954 -

Cash and bank balance 2,299 2,824

Source: Reviewed financial statement for the three months ended 31 March 2014

Cash Flows from Operating Activities

The following tables set out the breakdown of cash flows from operating activities over FY 2011-2013 and Q1

2014.

Table 59 - Cash Flows from Operating Activities, 2011-2013

Currency: BHD ‘000 2011 2012 2013
Profit for the year 13,047 6,409 5,403
Adjustments for:
Depreciation and amortisation 15,770 20,877 24,320
Gain on disposal / write-off of property, plant and equipment (359) - 65
Allowance for doubtful debts and slow moving inventories 2,085 1,408 1,633
Finance costs - 208 321
Interest income (144) (27) 8)
Provision for employees’ end of service indemnity 81 78 62
Insurance claims - - (470)
Operating profit before working capital changes 30,480 28,953 31,326
Increase / (decrease) in accounts receivables, advances,
prepayments and other receivables (4,426) 288 (1,757)
Decrease / (increase) in inventories (48) 934 (1,496)
Decrease in accounts payable and accruals (1,064) (1,866) 5,420
Increase / (decrease) in deferred revenue (194) 799 20
Cash generated from operating activities 24,748 29,108 33,513
Payment of employees’ end of service benefits (39) (119) (5)
Net cash from operating activities 24,709 28,989 33,508

Source: Audited Financial Statements
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Table 60 - Cash Flows from Operating Activities, Q1 2013 and Q1 2014

Currency: BHD 000 Q12013 Q12014
Profit for the year 1,244 1,080
Adjustments for:
Depreciation and amortisation 5,882 5,629
Gain on disposal / write-off of property, plant and equipment - €)
Allowance for doubtful debts and slow moving inventories 412 707
Finance costs 55 186
Interest income 2 2
Provision for employees’ end of service indemnity 15 16
Insurance claims - -
Operating profit before working capital changes 7,606 7,613
Increase / (decrease) in accounts receivables, advances,
prepayments and other receivables (1,260) (1,109
Decrease / (increase) in inventories 1,015 (2,368)
Decrease in accounts payable and accruals 2,754 (679)
Increase / (decrease) in deferred revenue (27) (420)
Cash generated from operating activities 10,087 3,037
Payment of employees’ end of service benefits 2) (12)
Net cash from operating activities 10,085 3,025

Source: Reviewed financial statement for the three months ended 31 March 2014

During year 2011, the Company recognised a gain on disposal of property, plant and equipment due to a swap
deal with Huawei whereby the old WiIMAX equipment was replaced with new technology. During year 2013, the
Company wrote off some components of network equipment. Subsequently, in Q1 2014, the Company disposed
an obsolete vehicle.

10.2.5 Cash Flows from Investing Activities
The following tables set out the breakdown of cash flows from investing activities over FY 2011-2013 and Q1 2014.

Table 61 - Cash Flows from Investing Activities, 2011-2013

Currency: BHD 000 2011 2012 2013
Purchase of property, plant and equipment (13,824) (13,230 (18,875)
Increase in intangible assets (7,215) (16,366) (17,321)
Interest received 144 27 8
Proceeds from disposal of property, plant and equipment - - -
Net cash flows used in investing activities (20,895) (29,569) (36,188)

Source: Audited Financial Statements

Table 62 - Cash Flows from Investing Activities, Q1 2013 and Q1 2014

Currency: BHD ‘000 Q12013 Q12014
Purchase of property, plant and equipment (1,554) (4,624)
Increase in intangible assets (3,628) (2,954)
Interest received 2 2
Proceeds from disposal of property, plant and equipment - 3
Net cash flows used in investing activities (5,180) (7,573)

Source: Reviewed financial statement for the three months ended 31 March 2014

The Company's net cash flows used in investing activities are mainly driven by investment in network equipment
to improve the quality and coverage of its services. Over FY 2011-2013 and Q1 2014, capital expenditure was
incurred on network infrastructure, information technology systems and capital work in progress (radio and
network sites under construction). During year 2013, the Company also obtained additional frequency spectrum
from the TRA for a fee of BHD 956,700.

The increase in intangible assets mainly relates to SAC (due to handset sales).
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10.2.6

10.2.7

Cash Flows from Financing Activities

The following tables set out the breakdown of cash flows from financing activities over FY 2011-2013 and Q1 2014.

Table 63 - Cash Flows from Financing Activities, 2011-2013

Currency: BHD ‘000 2011 2012 2013
Term loans - - 20,000
Dividend paid (17,512) (11,116) (6,368)
Interest paid - (208) (291
Net cash from (used in) generated from financing activities (17,512) (11,324) 13,341

Source: Audited Financial Statements

Table 64 - Cash Flows from Financing Activities, Q1 2013 and Q1 2014

Currency: BHD ‘000 Q12013 Q12014
Term loans - 4,400
Dividend paid - -
Interest paid (55) (184)
Net cash from (used in)/generated from financing activities (55) 4,216

Source: Reviewed financial statement for the three months ended 31 March 2014

The Company's credit facilities do not carry any cash restrictions, and have no impact on the Company’s ability to

meet its cash obligations.

The following table shows the maturity profile of the Company’s term loans at 31 March 2014.

Table 65 - Loans Maturity Profile as at 31 March 2014

Currency: BHD ‘000 2013 2014 2015 2016 2017 2018 Total
BBK (BHD 10.5m)

Principal - 2,625 2,625 2,625 2,625 0 10,500
Interest 42 292 223 135 46 0 738
Arab Bank (BHD 11.5m)

Principal - 1,643 3,286 3,286 3,285 - 11,500
Interest 84 377 290 179 67 - 997
AUB (BHD 2.4m)

Principal - - 600 600 600 600 2,400
Interest 83 70 53 32 11 249
Loan Repayment Summary

Total principal - 4,268 6,511 6,511 6,510 600 24,400
Total interest 126 752 583 367 145 11 1,984

Source: The Company

Covenant Breaches

In the opinion of the Directors, Zain Bahrain is in compliance with all of its financial and non-financial covenants,

as at the date of this Prospectus.
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10.3 Statements of Financial Position

The following tables show the Company’s statements of financial position over FY 2011-2013 and Q1 2014.

Table 66 - Statements of financial position, 2011-2013

Currency: BHD '000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Cash and bank balances 5,238 1,766 3,156
Accounts receivable and other receivables 21,554 19,930 20,644
Inventories 2,601 1,595 2,971
Total current assets 29,393 23,291 26,771
Property, plant and equipment 49,848 53,310 61,367
Intangible assets 10,155 15,412 19,166
Total non-current assets 60,003 68,722 80,533
Total assets 89,396 92,013 107,304
Bank overdraft 839 9,271 -
Accounts payable and accruals 25,466 23,684 29,166
Current portion of term loans - - 3,286
Deferred revenue 3,950 4,749 4,769
Total current liabilities 30,255 37,704 37,221
Non-current portion of term loans - - 16,714
Provision for employees’ end of service benefits 314 273 330
Total non-current liabilities 314 273 17,044
Total liabilities 30,569 37,977 54,265
Share capital 32,000 32,000 32,000
Share premium 100 100 100
Statutory reserve 8,272 8,913 9453
Retained earnings 18,455 13,023 11,486
Total equity 58,827 54,036 53,039
Total liabilities and equity 89,396 92,013 107,304

Source: Audited Financial Statements
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Table 67 -Statements of financial position, Q1 2013 and Q1 2014

Currency: BHD ‘000 31 Mar 2013 31 Mar 2014
Cash and bank balances 2,299 2,824
Accounts receivable and other receivables 18,534 22,604
Inventories 2,825 3,781
Total current assets 23,658 29,209
Property, plant and equipment 52,232 63,761
Intangible assets 15,790 18,721
Total non-current assets 68,022 82,482
Total assets 91,680 111,691
Bank overdraft 4,954 -
Accounts payable and accruals 32,838 33,769
Current portion of term loans - 4,568
Deferred revenue 4,722 4,349
Total current liabilities 42,514 42,686
Non-current portion of term loans - 19,832
Provision for employees’ end of service benefits 286 334
Total non-current liabilities 286 20,166
Total liabilities 42,800 62,852
Share capital 32,000 32,000
Share premium 100 100
Statutory reserve 9,037 9,561
Retained earnings 7,743 7,178
Total equity 48,880 48,839
Total liabilities and equity 91,680 111,691

Source: Reviewed financial statement for the three months ended 31 March 2014
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10.3.1 Non-Current Assets
The Company’s non-current assets comprise property, plant and equipment (“PP&E"), and intangible assets.
10.3.1.1 Property, plant and equipment ("PP&E")

PP&E comprises freehold land and buildings, network equipment, office equipment, furniture and fixtures,
vehicles and Capital Work in Progress (“CWIP").

The following tables present the breakdown of cost, accumulated depreciation, and net book value ("NBV”) of
PP&E over FY 2011-2013 and Q1 2014.

Table 68 - Movements in PP&E, 2011-2013

Land and Network Office Fixtures and Capital Work
Currency: BHD 000 Buildings Equipment Equipment Furniture Vehicles in Progress Total
Cost
Balance at 31 December 2010 2,089 55,702 17,910 3,288 30 11,401 90,420
Additions 83 3,982 362 1 - 13,834 18,262
Transfers - 18,044 1,745 41 - (19,830) -
Disposals - (8,404) - - - (644) (9,048)
Balance at 31 December 2011 2172 69,324 20,017 3,330 30 4,761 99,634
Additions 49 4,526 396 13 - 8,246 13,230
Transfers - 4,254 1,869 19 0 (6,242) -
Balance at 31 December 2012 2,221 78,104 22,282 3,462 30 6,765 112,864
Additions 65 2,065 392 8 - 16,345 18,875
Transfers 636 8,381 1,304 - - (10,321) -
Disposals - (509) - - - - (509)
Balance at 31 December 2013 2,922 88,041 23,978 3,470 30 12,789 131,230
Accumulated depreciation
Balance at 31 December 2010 414 28,370 12,818 2,483 26 - 4411
Depreciation expense 76 8,392 1,909 234 3 - 10,614
Relating to disposals - (4,939 - - - - (4,939
Balance at 31 December 2011 490 31,823 14,727 2,717 29 - 49,786
Depreciation expense 80 7,456 1,991 240 1 - 9,768
Balance at 31 December 2012 570 39,279 16,718 2,957 30 - 59,554
Depreciation expense 86 8,248 2,175 244 - - 10,753
Relating to written off - (444) - - - - (444)
Balance at 31 December 2013 656 47,083 18,893 3,201 30 - 69,863
NBV
NBV at 31 December 2011 1,682 37,501 5,290 613 1 4,761 49,848
NBV at 31 December 2012 1,651 38,825 5,564 505 - 6,765 53,310
NBV at 31 December 2013 2,266 40,958 5,085 269 - 12,789 61,367

Source: Audited Financial Statements

88 ZAIN BAHRAIN B.S.C.(c) PROSPECTUS



Table 69 - Movements in PP&E at 31 Mar 2014

Land and Network Office Fixtures and Capital Work
Currency: BHD ‘000 Buildings Equipment Equipment Furniture Vehicles in Progress Total
Cost
Balance at 31 December 2013 2,922 88,545 23,471 3,471 30 12,791 131,230
Additions - 84 140 - - 4,400 4,624
Disposal - - - - (13) (13)
Balance at 31 March 2014 2,922 88,629 23,611 3,471 17 17,191 135,841
Accumulated depreciation
Balance at 31 December 2013 658 47,403 18,573 3,199 30 - 69,863
Depreciation expense 9 1,754 409 58 - - 2,230
Relating to disposal - - - - (13) - (13)
Balance at 31 March 2014 667 49,157 18,982 3,257 17 - 72,080
NBV
NBV at 31 March 2014 2,255 39,472 4,629 214 - 17,191 63,761

Source: Reviewed financial statement for the three months ended 31 March 2014

During Q1 2014, the Company revised the useful lives of property, plant and equipment in line with the Parent
Company’s policy. Resultantly, the accumulated depreciation and hence the cost of property, plant and equipment
in reviewed financial statements at 31 March 2014 are different from the audited financial statements at 31
December 2013. An extract from the reviewed financial statements as of Q1 2014 in relation to the change in
useful life is highlighted below:

"During the period, the Company’s management amended the useful life of property, plant and equipment as
instructed by the Parent Company's and in line with the changes for the Group. The changes are as follows:

Category Initial useful life Revised useful life
Building 20 years 50 years

Office equipment 2 -5 years 4 - 5years
Network equipment 3-15years 3-20years

The above change has resulted in a decrease in the depreciation expense for the current period and current year
by BD 600,352 and BD 2,033,058 respectively.”

At 31 March 2014, network equipment comprised 61.9% and CWIP comprised 27.0% of NBV of PP&E.

Zain Bahrain has embarked on full network modernisation (enhancement of indoor coverage, higher capacity
network to cater for expected data growth, and nationwide 4G LTE deployments to have higher speed) to enable
an increased service quality to its customers.

CWIP primarily relates to network equipment under construction, which is transferred to network equipment
once these assets become operational. At 31 March 2014, 68.9% of CWIP was earmarked for network equipment
enhancement amounting to BHD 11,841,000. Of this balance, 47.5% was related to 4G LTE, 3G and transmission
links.

The real estate property owned by the Company consists of the two Core Sites in Tubli and Sanad, where the
Company owns land and building used by the Company to house telecommunication equipment. All other
technical sites used by the Company to house telecommunications equipment are rented property not owned by
the Company.

The Company leased none of its PP&E over FY 2011-2013 and Q1 2014. Moreover, there were no encumbrances
on any of the Company’s PP&E during FY 2011-2013 and Q1 2014.

The following table shows a breakdown of CWIP at 31 March 2014.

Table 70 - Breakdown of CWIP at 31 March 2014

Currency: BHD 000 31 Mar 2014
Network equipment 11,841
Office equipment 5,034
Others 316
Total CWIP 17,191

Source: The Company
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According to the independent advisor (their references here and in the following sections to “Dec13A" and
"Mar14A" mean "“31 December 2013” and 31 March 2014”, respectively, and to "ZB"” means "Zain Bahrain”), "At
Dec13A, PP&E cost amounted to BHD 131m, and a majority of individual categories had depreciated more than
50.0%. Network equipment, comprising 66.7% of PP&E (NBV) at Dec13A, had been depreciated by 53.5% at the
same date. Whilst BHD 10.8m (at Dec13A) of CWIP was earmarked for network equipment, any valuation exercise
should look to factor appropriate levels of capex spend, to support ZB's expected revenue and margin growth.

At Mar14A, NBV of PP&E amounted to BHD é4m, and a majority of individual categories had depreciated more
than 50.0%. Network equipment, comprising 61.9% of PP&E (NBV) at Mar14A, had been depreciated by 55.5% at
the same date. Whilst BHD 11.8m (at Mar14A) of CWIP was earmarked for network equipment, a reader should
consider the appropriateness of ZB's capital expenditure on network equipment. Management should also
consider conducting a capital equipment valuation on its network equipment to accurately ascertain the fair
value of equipment, including accurately estimating the remaining useful lives. This could reduce the risk of any
overstatement of assets and respective depreciation charge.”

10.3.1.2 Regulatory requirements or environmental issues

There are no regulatory requirements or environmental issues that may materially affect the Company’s utilization
of any of its PP&E.

10.3.1.3 Intangibles assets
The following tables show details of intangible assets over FY 2011-2013 and Q1 2014.

Table 71 - Intangible Assets, 2011-2013

Currency: BHD ‘000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Cost

Opening balance 18,494 25,709 42,075
Additions 7,215 16,366 17,321
Total 25,709 42,075 59,396

Accumulated depreciation

Opening balance 10,398 15,554 26,663
Amortization expense for the year 5,156 11,109 13,567
Total 15,554 26,663 40,230
NBV 10,155 15,412 19,166

Source: Audited Financial Statements

Table 72 - Intangible Assets, Q1 2013 and Q1 2014

Currency: BHD ‘000 31 Mar 2013 31 Mar 2014
Cost

Opening balance 42,075 59,396
Additions 3,628 2,924
Total 45,703 62,350

Accumulated depreciation

Opening balance 26,663 40,230
Amortization expense for the year 3,250 3,399
Total 29,913 43,629
NBV 15,790 18,721

Source: Reviewed financial statement for the three months ended 31 March 2014

At 31 March 2014, Zain Bahrain's intangible assets comprised two licences and SAC. The growth in the Company’s
intangible assets was primarily driven by SAC which comprised 79.5% of NBV of the intangible assets at 31 March
2014. A brief description of the Company’s intangible assets at 31 March 2014 is given below:

e Fees of BHD 5,576,211 for the National Fixed Wireless Services (NFWS) license obtained on January 8, 2007.
This fee is amortised over the license period of 15 years. The net book value of the license at the end of the
period amounts to BHD 2,917,640 (December 31, 2013: BHD 3,010,577).

¢ Fees of BHD 378,000 for the Rotana digital entertainment music license. This fee is amortised over a period
of three years from the launching day of the agreed services with Rotana which is from May 1, 2009. This has
been fully amortised.
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10.3.2

*  Subscribers acquisition cost amounting to BHD 55,437,792 (December 31, 2013: BHD 52,484,646) comprises
the subsidised cost of inventory items sold by the Company to its customers. These items are amortised over
the contracted subsidy period which ranges from 1 to 3 years. The net book value of the subscriber acquisition
cost at the period end amounts to BHD 14,878,085 (December 31, 2013: BHD 15,214,865).

* Fees of BHD 956,700 for the 4G Long Term Evolution (“4G LTE") license obtained on September 19, 2013. This
fee is amortised over the license period of 15 years. The net book value of the license at the end of the period
amounts to BHD 924,810 (December 31, 2013: BHD 940,755).

According to the independent advisor, “ZB is accounting for SAC by capitalizing it as an intangible asset, and
then expensing the related cost as amortization. The Company’s auditors have signed and issued an unqualified
audit opinion with respect to the accounting treatment of SAC adopted by Management. It is important to note
that a number of telecom companies are accounting for the SAC as a part of current assets (deferred expenses)
and the respective periodic cost as a part of cost of services. We suggest that a reader should consider this in any
comparable analysis of ZB."

Current assets
The Company’s current assets comprise the following:

e (Cash and bank balances;
® Accounts and other receivables; and
* |nventories.

10.3.2.1 Cash and Bank Balances

The following table shows details of cash and bank balances.

Table 73 - Breakdown of cash and bank balances, 2011-2013

Currency: BHD ‘000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Short-term deposits 3,013 252 104
Cash and bank balances 2,225 1,514 3,052
Total cash and bank balances 5,238 1,766 3,156

Source: Audited Financial Statements

Table 74 - Breakdown of cash and bank balances, Q1 2013 and Q1 2014

Currency: BHD ‘000 31 Mar 2013 31 Mar 2014
Short-term deposits 249 -
Cash and bank balances 2,050 2,824
Total cash and bank balances 2,299 2,824

Source: Reviewed financial statement for the three months ended 31 March 2014

The cash and bank balance as of 31 March 2013 excludes the impact of the bank overdraft of BHD 4,954,000 which
reduces the cash and cash equivalents to BHD negative 2,655,000.

Prior to 31 March 2014, the Company maintained short term deposits with local banks. These short term deposits
carried an annual fixed interest rate of 2.75%, 1.0% and 1.0% at 31 December 2011, 31 December 2012 and 31
December 2013 respectively.

10.3.2.2 Accounts and Other Receivables

The following tables show the breakdown of accounts receivable over FY 2011-2013 and Q1 2014:

Table 75 - Breakdown of Accounts Receivable, 2011-2013

Currency: BHD 000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Due from Post-paid subscribers 10,430 14,296 16,503
Allowance for doubtful debts (2,778) (4,114) (5,627)
Net amount due from Post-paid subscribers 7,652 10,182 10,876
Due from telecommunication operators 3,092 1,277 3,214
Due from distributors - 380 174
Accounts receivable 10,744 11,839 14,264

Source: Audited Financial Statements
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Table 76 - Breakdown of Accounts Receivable, Q1 2013 and Q1 2014

Currency: BHD 000 31 Mar 2013 31 Mar 2014
Due from Post-paid subscribers 14,938 16,905
Allowance for doubtful debts (4,496) (6,056)
Net amount due from Post-paid subscribers 10,442 10,849
Due from telecommunication operators 1,178 3,290
Due from distributors 422 540
Accounts receivable 12,042 14,679

Source: Reviewed financial statement for the three months ended 31 March 2014

Accounts receivable primarily relate to Post-paid subscribers and telecom operators; the former comprised 73.9%
of accounts receivable at 31 March 2014. The average credit period for Post-paid subscribers on services provided
is 60 days.

As at 31 March 2014 the Company provided an allowance for 77.2% of due from Post-paid subscribers aging more
than 12 months. The remaining balances relate to government entities and Management estimates these to be
recoverable based on their past experience with government entities.

According to the independent advisor, “At Dec13A, a provision of BHD 5,627k was made, whereas postpaid
receivables outstanding more than 12 months excluding government entities and VIPs were BHD 7,332k. At
Mar14A, a bad debt provision of BHD 6,056k was made, whereas postpaid receivables outstanding more than 12
months excluding government entities and VIPs were BHD 7,841k. Management should consider increasing the
provision for doubtful debts.”

The following tables highlight the other receivables over FY 2011-2013 and Q1 2014.

Table 77 - Breakdown of Other Receivables, 2011-2013

Currency: BHD 000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Accrued income 721 452 534
Interconnect receivable from other operators 3,649 1,808 2,137
Prepaid expense 1,825 1,626 1,451
Due from related parties 14 19 16
Advance paid to suppliers 3,217 3,182 1,826
Staff receivables - 175 164
Other receivables 1,384 829 252
Total 10,810 8,091 6,380

Source: Audited Financial Statements

Table 78 - Breakdown of Other Receivables, Q1 2013 and Q1 2014

Currency: BHD ‘000 31 Mar 2013 31 Mar 2014
Accrued income 477 631
Interconnect receivable from other operators 855 2,557
Prepaid expense 2,568 2,701
Due from related parties 20 16
Advance paid to suppliers 1,744 1,700
Staff receivables 158 119
Other receivables 670 201
Total 6,492 7,925

Source: Reviewed financial statement for the three months ended 31 March 2014

Other receivables decreased from BHD 8,091,000 at 31 December 2012 to BHD 6,380,000 at 31 December 2013
primarily due to a decrease in interconnection revenue and enhancement in collection process. However, the
collection process slowed down in year 2013 which resulted in higher corresponding balances in at 31 December
2013 and 31 March 2014 due to accumulation of receivable balances and a slowdown in payment of interconnect
charges by other licensed operators primarily in Bahrain and Saudi Arabia. Interconnect receivables from other
operators has increased by 200% between 31 March 2013 and 31 March 2014. It is important to highlight that a
similar corresponding increase has also been observed in the amounts payable to other telecommunications
operators as reflected in the Accounts Payable line item discussed in section 10.3.3.2.
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According to the independent advisor, “Interconnect receivables from other operators have increased by 200.0%
(BHD 1,702k) at Mar14A compared with Mar13A. A similar corresponding increase has also been observed in due
to telecommunication operators. On a net basis, this balance is an overall payable with a relatively increasing trend
between the comparative periods.” In addition the independent advisor stated “Due from telecommunication
operators increased by 151.8% (BHD 2,050k) at Mar14A compared with Mar13A. As highlighted on the above
comment, the net payable balance increased from BHD 495k to BHD 843k (70.3%) between Mar13A and Mar14A.”

Prepaid expenses comprise advance payments of rentals (for base station sites etc.), insurance, maintenance and
miscellaneous expenses.

Amounts due from related parties are unsecured, bear no interest and have no fixed repayment terms.

Advances paid to suppliers primarily relate to the TRA (for frequencies), and mobile handset companies (for
purchase of handsets).

10.3.2.3 Inventories

10.3.3

The following tables show the breakdown of inventories over FY 2011-2013 and Q1 2014:

Table 79 - Breakdown of Inventories, 2011-2013

Currency: BHD ‘000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Laptops, mobile telephone handsets and accessories 2,640 1,800 3,321
SIM cards, recharge vouchers and calling cards 164 70 45
Gross inventories 2,804 1,870 3,366
Allowance for slow moving inventory items (203) (275) (395)
Net inventories 2,601 1,595 2,971

Source: Audited Financial Statements

Table 80 - Breakdown of Inventories, Q1 2013 and Q1 2014

Currency: BHD '000 31 Mar 2013 31 Mar 2014
Laptops, mobile telephone handsets and accessories 3,100 4,432
SIM cards, recharge vouchers and calling cards 30 43
Gross inventories 3,130 4,475
Allowance for slow moving inventory items (305) (694)
Net inventories 2,825 3,781

Source: Reviewed financial statement for the three months ended 31 March 2014

Inventories comprise mobile telephone handsets and accessories, laptops/iPads, SIM cards, recharge vouchers
and calling cards.

The Company’s inventory levels are directly related to its trading revenue. During year 2012, the Company
witnessed an increase in sale of handsets (mainly due to the market’s new trend towards smartphones) and other
equipment that resulted in a lower inventory balance at 31 December 2012. However, there has been a lesser
uptake of handsets and other equipment during year 2013 and Q1 2014, as compared with years 2011 and 2012.
Consequently, the inventory balance at 31 March 2014 was higher than prior periods.

As per the independent advisor, “ZB had not conducted NRV test of inventory at Dec13A, and Management
believes that the provision provided is adequate to account for any potential impairment of inventory. Considering
a high degree of obsolescence due to frequent technological changes in telecom devices, it is important that
NRV valuation should be conducted to assess inventory’s fair value.”

As per the independent advisor, “The Company’s accounting policy states that the inventory is carried at the lower
of cost and NRV. Management conducted a NRV test of inventory at Mar14A and has recognised an additional
provision of BHD 256k. Management has also stated that the provision (that is wholly related to handsets) provided
for inventory is adequate for the purpose of any potential impairment.”

Current Liabilities

The Company’s current liabilities comprise the following:
Bank overdrafts;

Accounts payable and accruals; and

Deferred revenue.

10.3.3.1 Bank Overdrafts

Refer to section 10.2 “Liquidity and Capital resources” of the Prospectus.
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10.3.3.2 Accounts payable and accruals

The following tables show the breakdown of accounts payable and accruals over FY 2011-2013 and Q1 2014:

Table 81 - Breakdown of Accounts Payable and Accruals, 2011-2013

Currency: BHD ‘000 31 Dec2011 31Dec2012 31 Dec 2013
Due to suppliers 6,105 7,760 9,846
Accrued expenses 11,591 5,747 5,398
Due to telecommunication operators 3,124 2,181 2,687
Due to roaming partners - 1,826 1,267
Accrued employees’ benefits 1,054 977 1,149
Subscriber deposits 47 39 32
Dividend payable 280 364 396
Due to related parties 3,265 4,138 7,909
Directors’ remuneration - 652 452
Accrued interest - - 30
Total accounts payable and accruals 25,466 23,684 29,166

Source: Audited Financial Statements, Reviewed Financial Statements

Note: At 31 December 2013, accruals for due to roaming partners were reclassified out of accrued expenses. The comparative restated details are
not available at 31 December 2011.

Table 82 - Breakdown of Accounts Payable and Accruals, Q1 2013 and Q1 2014

Currency: BHD ‘000 31 Mar 2013 31 Mar 2014
Due to suppliers 8,908 10,324
Accrued expenses 7,755 7,144
Due to telecommunication operators 1,350 3,400
Due to roaming partners 1,679 1,360
Accrued employees’ benefits 1,094 515
Subscriber deposits 38 30
Dividend payable 6,764 5,692
Due to related parties 5,137 4,830
Directors’ remuneration 113 439
Accrued interest - 35
Total accounts payable and accruals 32,838 33,769

Source: Reviewed financial statement for the three months ended 31 March 2014

Accounts payable and accruals decreased from BHD 25,446,000 at 31 December 2011 to BHD 23,684,000 at 31
December 2012 due to a significant reduction in accrued expenses. Subsequently, accounts payable and accruals
increased to BHD 29,166,000 and BHD 33,769,000 at 31 December 2013 and 31 March 2014 respectively.

Due to suppliers increased over FY 2011-2013 and Q1 2014 mainly due to the increase in inventory levels / sale
of laptops, mobile telephone handsets and accessories. At 31 March 2014, 59.7% of the balance due to suppliers
was less than three months outstanding.

Accrued expenses mainly relate to the Company's operational expenses. Due to telecommunication operators
relate to outstanding interconnect and roaming charges. Subscriber deposits represent refundable amounts
received from the subscribers.

Due to related parties represents balances with the Company’s Shareholders, Directors and key Management
personnel, including close family members and companies in which these parties exercise control, joint control or
significant influence. Amounts due to related parties are unsecured, bear no interest and have no fixed repayment
terms. Due to related parties mainly include amounts payable to Zain Group Holding Bahrain S.P.C., which
comprised 92.0%, 98.7%, 99.3% and 99.5% of due to related parties at 31 December 2011, 31 December 2012,
31 December 2013 and 31 March 2014 respectively. These balances relate to miscellaneous expenses incurred
by Zain Group Holding Bahrain S.P.C. on behalf of the Company, including staff trainings, accommodation for
meetings, and employee share option plan charges. The employee share option plan is a type of staff benefit
in Zain Bahrain, managed by the Parent Company as a retention tool for Zain Bahrain staff. The employee is
receiving the share option plan and has the right to exercise this plan over the next three years, from the option
plan date. The charges of the share option plan are spread over a three year period at each exercise date. The
last employee share option plan was the 2012 plan after which the Company decided to stop issuing any further
plans. However, due to the fact that the charges of these plans are spanned over three years, 2013 and Q1 2014
had charges related to previous plans. During Q1 2014, Zain Bahrain has encashed all the previous dues from
employee option plan relating to all the previous employee options plan up to December 2012, hence Zain
Bahrain has no further liability in this regard.
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The following table shows details of due to related parties.

Table 83 - Breakdown of Due to Related Parties, 2011-2013

Currency: BHD ‘000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Zain Group Holding Bahrain S.P.C. (3,005) (4,084) (7,850)
Zain - Jordan (151) - (5)
Zain - Kingdom of Saudi Arabia 1 6 3
Sudanese Mobile Telephone Company Ltd 13 13 12
Zain - Iraq (34) (34) 34
Mobile Telecommunication Company - Kuwait (75) (20) (20)
Zain — South Sudan - - 1

Due to related parties (3,251) (4,119) (7,893)
Source: Audited Financial Statements

Table 84 - Breakdown of Due to Related Parties, Q1 2013 and Q1 2014

Currency: BHD ‘000 31 Mar 2013 31 Mar 2014
Zain Group Holding Bahrain S.P.C. (5,079 (4,805)
Zain - Jordan 4) (5)
Zain — Kingdom of Saudi Arabia 7 3

Sudanese Mobile Telephone Company Ltd 13 12

Zain - Iraq (34) -

Mobile Telecommunication Company - Kuwait (20) (20)
Zain — South Sudan - 1

Due to related parties (5,117) (4,814)

Source: Reviewed financial statement for the three months ended 31 March 2014

10.3.3.3 Deferred revenue

10.3.4

Deferred revenue comprises unused airtime revenue that has not been earned at the reporting date, and primarily

includes airtime and subscription revenue.

Table 85 - Deferred revenue, 2011-2013

Currency: BHD ‘000 31 Dec 2011 31 Dec2012 31 Dec 2013
Deferred revenue 3,950 4,749 4,769
Source: Audited Financial Statements

Table 86 - Deferred revenue, Q1 2013 and Q1 2014

Currency: BHD 000 31 Mar 2013 31 Mar 2014
Total deferred revenue 4,722 4,349
Source: Reviewed financial statement for the three months ended 31 March 2014

Non-Current Liabilities

The following table shows breakdown of non-current liabilities over FY 2011-2013 and Q1 2014.

Table 87 - Breakdown of Non-Current Liabilities, 2011-2013

Currency: BHD ‘000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Non-current portion of term loans - - 16,714
Provision for employees’ end of service benefits 314 273 330
Total non-current liabilities 314 273 17,044
Source: Audited Financial Statements

Table 88 - Breakdown of Non-Current Liabilities, Q1 2013 and Q1 2014

Currency: BHD 000 31 Mar 2013 31 Mar 2014
Non-current portion of term loans - 19,832
Provision for employees’ end of service benefits 286 334
Total non-current liabilities 286 20,166

Source: Reviewed financial statement for the three months ended 31 March 2014
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During the year 2013, the Company obtained three term loan facilities (totalling BHD 31,000,000) to finance
its network expansion and working capital requirements. At 31 December 2013, the Company utilised BHD
20,000,000 of these facilities, of which non-current was BHD 16,714,000. At 31 March 2014, the Company had
further drawdown of these facilities thereby increasing the total term loans to BHD 24,400,000. At March 2014,
non-current portion of term loans was BHD 19,832,000. The Company had un-drawn term loan facilities of BHD
6,600,000 at 31 March 2014.

Refer to section 10.2, "Liquidity and Capital Resources” of the Prospectus for further information.

The provision for employees’ end of service benefits decreased at 31 December 2012 due to a decline in number
of employees to 290 (316 employees during 2011). However, as at December 2013 and March 2014, the provision
increased due to increase in non-Bahraini staff mostly at senior positions, although the total number of staff
remained at 290 during December 2013 and decreased slightly to 282 as at March 2014. The increase in this
provision represented a quarter-on-quarter growth of 16.8% as of March 2014.

10.3.5 Contingent Liabilities and Commitments

These comprise letters of guarantee, and operating lease and capital commitments. A brief overview of each
caption is given below.

10.3.5.1 Contingent liabilities

The following tables show the Company’s contingent liabilities of BHD 908,000 in the form of letters of guarantee
over FY 2011-2013 and Q1 2014.

Table 89 - Contingent Liabilities, 2011-2013

Currency: BHD ‘000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Letters of guarantee 66 36 1,091

Source: Audited Financial Statements

Table 90 - Contingent Liabilities, Q1 2013 and Q1 2014

Currency: BHD ‘000 31 Mar 2013 31 Mar 2014
Letters of guarantee 62 908

Source: Reviewed financial statement for the three months ended 31 March 2014
10.3.5.2 Operating leases

Commitments under operating leases primarily relate to the base stations/towers sites on which the Company’s
telecommunication equipment is installed and to 20 branches.

Table 91 - Operating leases, 2011-2013

Currency: BHD ‘000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Within one year 1,856 3,764 6,424
After one year, but not more than five years 6,889 7,674 3,862

8,745 11,438 10,286

Source: Audited Financial Statements

Table 92 - Operating leases, Q1 2013 and Q1 2014

Currency: BHD "000 31 Mar 2013 31 Mar 2014
Within one year 2,271 6,017
After one year, but not more than five years 8,745 3,880

11,016 9,897

Source: Reviewed financial statement for the three months ended 31 March 2014

At 31 March 2014, operating lease commitments amounted to BHD 9,897,000 of which BHD 6,017,000 was due
within one year and BHD 3,880,000 was due after one year but not more than 5 years.
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10.3.5.3 Capital commitments

At 31 March 2014, the Company’s capital commitments amounted to BHD 19,780,000. The following table shows
a breakdown of the Company’s capital commitments over FY 2011-2013 and Q1 2014.

Table 93 - Breakdown of Capital Commitments at 31 December 2011-2013

Currency: BHD ‘000 31 Dec 2011 31 Dec 2012 31 Dec 2013
Fixtures and furniture 1,272 1,189 951
Land and buildings 866 612 90
Network equipment 12,118 11,994 17,384
Office equipment 22 2,266 5,625
Total 14,278 16,061 24,050

Source: The Company

Table 94 - Breakdown of Capital Commitments at 31 March 2013 and 2014

Currency: BHD 000 31 Mar 2013 31 Mar 2014
Fixtures and furniture 1,193 908
Land and buildings 234 90
Network equipment 11,734 15,212
Office equipment 2,030 3,579
Total 15,191 19,789

Source: The Company

The above capital commitments are expected to be funded through cash flows generated from operating
activities as well as proceeds from the IPO. In addition, Zain Bahrain has un-drawn term loan facilities of BHD
9,100,000 at 31 March 2014 (please refer to Table 52). Management believes that the Company’s internal and
external funds will be sufficient to cover its capital commitments.

Per Management best estimate, the capital commitment as at 31 March 2014 amounting to BHD 19,789,000 are
expected to be incurred between 2014 and 2015. The following table highlights the expected completion by fixed
asset category:

Table 95 - Breakdown of Capital Commitments at 31 March 2014

Currency: BHD ‘000 31 March 2014 2014 2015
Fixtures and furniture 908 454 454
Land and buildings 90 90 0
Network equipment 15,212 6,389 8,823
Office equipment 3,579 1,253 2,326
Total 19,789 8,186 11,603

Source: The Company

As per the table above, 50% of the fixtures and furniture commitments amounting to BHD 454,000 are expected
to be incurred by the end of 2014, while the remaining 50% is expected to be incurred during 2015. Commitments
in relation to land and building amounting to BHD 90,000 are expected to be incurred during 2014. With regards
to network equipment, 42% of the capital commitments amounting to BHD 6,389,000 are expected to be incurred
during 2014, whereas the remaining 58% amounting to BHD 8,823,000 are expected to be incurred in 2015.
Commitments in relation to office equipment amounting to BHD 1,253,000 are expected to be incurred in Q3
2014, while the remaining is expected to the incurred in 2015, amounting to BHD 2,326,000.

10.3.5.4 Network expansion
Zain Bahrain carries out network expansion projects on an on-going basis to meet the market requirements for:

e Extending and enhancing the network coverage to cater for the growth and development in Bahrain, such as
new development projects, new highways and increasing urban density.

e Capacity expansion in voice and data services to cater for subscribers’ growth and usage demand per
subscriber.

* Rollout of new technologies that bring enhancements, new features, new services or higher data speeds. New
technologies could also be deployed for the purpose of enhancing the efficiency of internal services, such as
[T systems.

The expansions mentioned above usually involve the purchase of new hardware, software, and right-to-use
licences. They could also involve the establishment of new base stations, including masts or towers, and laying of
optical fibre cables.
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10.3.5.5 Related Parties Commitments

The Company has the following commitments with its related parties:

Table 96 - Related Party Transactions, 2011-2013

Currency: BHD ‘000 31 Dec2011 31 Dec2012 31 Dec 2013
Office rent and maintenance costs 753 1,037 1,040
Site and outlet rent 62 64 65
Management fee 2,421 2,284 2,409
Employee share option plan charges 343 523 217
Royalty fee 539 400 350

Source: Audited Financial Statements

Table 97 - Related Party Transactions, Q1 2013 and Q1 2014

Currency: BHD 000 31 Mar 2013 31 Mar 2014
Office rent and maintenance costs 262 259
Site and outlet rent 15 12
Management fee 589 563
Employee share option plan charges 45 8
Royalty fee 87 89

Source: Reviewed financial statement for the three months ended 31 March 2014
The following are the current related party commitments which are still valid for the future period:
a) Parent Company Management Agreement

The Company entered into an exclusive Management Agreement with the Parent Company (Mobile
Telecommunications Company K.S.C.) on 28 December 2003 under which the Parent Company agreed to manage
the business affairs of the Company as an independent contractor.

The original agreement was for a period of 10 years (expiring on 27 December 2013). The agreement has been
extendedfor afurtherterm of 10years starting on 29 December 2013. The services provided under this Management
Agreement include a number of management oversight services such as: the monitoring of accounting, billing,
collections and other financial reports; the marketing of products and services for the Company; the negotiation
of interconnection and roaming agreements; the identification of opportunities of investment for the Company;
the monitoring of employees; the co-ordination, supervision and maintenance of the network; and the provision
of such other services as the Board may request.

The Parent Company also has the authority to perform all such acts of management as it determines in its
reasonable business judgment, are necessary or advisable in order to conduct the business of the Company.

In consideration of the services provided by the Parent Company under the Management Agreement it is entitled
to receive 3.0% of the Company’s total annual revenue for the duration of the Company’s IMTL and any extension
thereof. On this basis the Company has made payments of BHD 2,284,218 and BHD 2,408,954 for years 2012 and
2013, respectively, and 562,788 for the three months ended 31 March 2014.

b) Supply Chain Management Services Agreement with Proctel

Proctel WLL (“Proctel”) is a company incorporated in Bahrain which is a wholly owned subsidiary entity of the
Parent Company. Proctel has been established by the Parent Company for the purpose of centralising the
purchase of certain products for and on behalf of its operating entities and thus enabling the negotiation of
competitive offers from the suppliers.

On 13 December 2011, the Parent Company and Proctel entered into a Supply Chain Management Services
Agreement under which Proctel agreed to act as a purchasing agent on a non-exclusive basis on behalf of the
Parent Company Affiliates. This agreement was for an initial term of one year, renewable automatically thereafter.

Under the terms of the Supply Chain Management Services Agreement, each Parent Company Affiliate wishing
to be bound by and take advantage of the Supply Chain Services Agreement has to enter into a contract of
adherence to the main agreement. However, the Parent Company Affiliate has either the option to deal directly
with Proctel or directly with the suppliers. This option applies equally to the Company. The Company entered into
a contract of adherence to the Supply Chain Management Services Agreement on 12 November 2012.

The Company’s payments to Proctel are based on a service fee of 2% of each purchase made through Proctel.
Moreover, all trasactions made between Proctel and Zain Bahrain are undertaken based on commercial purchase
orders as with any other vendor.
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10.4

10.5

c) Memorandum of Understanding in Relation to the Headquarters of the Company

On 28 October 2010, Zain Bahrain and Zain Group Holding Bahrain S.P.C. signed a memorandum of understanding
(MoU) for the sale of unimproved property and the lease and purchase option of improved property relating to
the headquarters of the Company, the ownership of which belongs to Zain Group Holding Bahrain S.P.C.

The MoU was extended for an indefinite period as of 28 December 2010.

The rent rate is on a per square metre basis. The Company has made payments of BHD 980,496 for each of the
years 2012 and 2013, and BHD 245,124 for the three months ended 31 March 2014.

d) Purchase Orders with Mada for Wholesale Services

During years 2013 and 2014, the Company placed orders with Mada Communication Company S.P.C. for the
provision of wholesale services, similar to those that the Company receives from other wholesale service providers.

The Company issued the following purchase orders to Mada:

* First purchase order: the service was activated in September 2013 for 12 months for a monthly service charge
of USD 25,000. The order is automatically renewable unless advised otherwise before the end of the term.

® Second purchase order: service was activated in March 2014 for 12 months for a total charge of USD 1,165,000.
The order is automatically renewable unless advised otherwise before the end of the term.

e Third purchase order: Service was activated in March 2014 for 12 months for a total charge of USD 1,093,000.
The order is automatically renewable unless advised otherwise before the end of the term.

Research and Development, Patents and Licences

Zain Bahrain has neither a Research and Development ("R&D") function nor any patents / licences for use of
intellectual property by other parties. However, Zain Bahrain uses various licences issued by the TRA for providing
its telecom services.

Trend Information

Zain Bahrain continues to consolidate its position in the market with robust performance across all commercial key
performance indicators for year 2013.

At 31 December 2013, the total subscriber base of Zain Bahrain stood at 724,547 mobile subscribers and 47,914
Fixed Wireless subscribers as, an annual growth of 25.4%. Driven by dynamic and effective sales, marketing, and
retention strategies, all major customer segments — mobile (Post-paid and Prepaid) and Fixed Wireless — have
witnessed positive net additions during year 2013.

The persistent demand-side dynamic of a voracious appetite for smartphones and tablets, coupled with timely
investments in mobile data network infrastructure and innovative pricing plans by Zain Bahrain, continue to fuel
mobile Post-paid and broadband subscriber growth.

During year 2013, Zain Bahrain further consolidated its strong positioning in the mobile data space by introducing
attractive and unique price plans such as the “FamilyShareTM" and unlimited “SMART Plans”, and by offering
its customers a wide array of the latest smartphones and tablets, particularly iPhone 5s, BlackBerry Z10 and Q10,
Samsung Galaxy S4 and Note 3, Sony Xperia Z and HTC One.

In line with global consensus, Zain Bahrain expects the strong growth in the demand of mobile data services to
continue consistently for the foreseeable future, and it believes that it has an advantageous market position to
leverage this demand-side trend to drive future profitability and growth.

One of the key initiatives undertaken during year 2013 was to enhance “Signature”, Zain Bahrain's value-
proposition to the high-value customer segment. In this regard, the “Signature” family of Post-paid products
was enriched with lifestyle-based value added services such as VIP airport lounge access and 24/7 concierge
and messenger services to specifically appeal more to the unique needs of high-value customers. Zain Bahrain
strongly believes that the enhanced “Signature” product line will be a key platform in acquiring further market
share in the lucrative high-value customer segment.

EasyTalk Prepaid package, launched in year 2012, and Prepaid Mobile Broadband products continue to favourably
impact Zain Bahrain's Prepaid subscriber growth. Owing to proactive and targeted promotional strategies, Zain
Bahrain has also managed to attract a significant portion of its Prepaid subscriber base to subscribe to its Prepaid
mobile data add-ons resulting in considerable increase in Prepaid mobile data and broadband subscribers during
year 2013.
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The Home Broadband segment exhibited strong subscriber growth owing to initiatives aimed at bundling the
core home internet service with complimentary value added products and services. The availability of the 4G LTE
network enabled Zain Bahrain to develop the ultra-high speed home internet connectivity market. In accordance
with market reviews conducted by the TRA and aided by internal primary research, Zain Bahrain believes that the
Home Broadband market will continue to be a key driver of growth in the telecom market in Bahrain. Zain Bahrain
believes that it is in a strong market position to drive profitability and growth grounded in the superior value
offered by its Home Broadband product bundles relative to the competition and its first-to-market 4G LTE based
Home Broadband products.

Zain Bahrain’s robust subscriber and market share performance, coupled with subscriber value development
initiatives, have resulted in a positive impact on revenues. Revenues for year 2013 were BHD 78,081,000 which is
6.2% higher than year 2012. Zain Bahrain believes that revenue growth will further accelerate following the launch
of 4G LTE mobile services, which has already taken place at the time of preparing this Prospectus.

A concerted effort in enhancing margins by optimizing sales/distribution costs and focusing on expanding more
profitable revenue streams has resulted in enhanced gross margins. During year 2013, gross margin was 79.1%
which is 1.2 percentage points higher as compared with year 2012 (77.9%).

At 31 March 2014, Zain Bahrain's mobile subscriber base and fixed wireless subscriber base stood at 726,805 and
47,562 respectively, showing y-o-y quarterly growth of 13.7% in terms of total subscriber base. The mobile base
growth was driven by strong performance in both Post-paid and Prepaid subscriber base, with y-o-y Q1 growth of
7.7% and 15.6%, respectively.

Mobile data, mobile broadband, and home broadband revenues continued to be the major revenue growth
drivers for Zain Bahrain in Q1 2014, with all streams showing high double-digit revenue growth. However, the
growth in data and broadband streams was largely offset by continued declining trend in voice, SMS, and
BlackBerry service revenues.

A key event in Q1 2014 was the implementation of Zain Bahrain's complete network modernisation project
whereby Zain Bahrain has invested in the region of USD 100 million in modernising its mobile and broadband
networks. The network infrastructure enables Zain Bahrain to continue providing superior quality of service and
to deliver innovative value-creating voice and data products. Powered by its new state-of-the-art network, Zain
Bahrain has recently launched a number of new products and services including 4G LTE for smartphones and
tablets, new 4G LTE home broadband packages, and mobile TV services. Zain Bahrain expects 4G LTE services to
further scale up mobile and broadband data revenues growth in the remainder of 2014 and beyond.

Given the complexity of implementing a full network modernisation on a running network, Zain Bahrain's
customers experienced intermittent service disruptions, impacting the revenue negatively. Driven by such factors,
Q1 2014 revenue declined by 3.6% compared to Q1 2013. However, various mitigating commercial strategies
ensured an upward revenue trend within Q1 2014 whereby revenues grew by 4.2% in March 2014 versus January
2014.
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111

11.2

11.2.1

Audited Financial Statements

Change in Accounting Policy

There have been no changes in accounting policies adopted by Management in the preparation of the Company's
financial statements between the year 1 January 2009 and 31 March 2014 except a single change in year 2012,
when Management changed the accounting policy in relation to trading revenues. An extract of notes to the
Company’s Audited Financial Statements at 31 December 2012 is presented below to highlight the change in
accounting policy:

"Effective 1 January, 2012 the Company changed its accounting policies in recognising its trading revenues to
follow the changes in the accounting policy of the Group. The previous practice recorded the trading revenue
including the mark up from sale of handsets, accessories and other devices in addition to the cost of sales of
such items that are sold under the subscriber acquisition programs. Under the new practice, trading revenue is
recognised up to the amount which is actually collected from the subscribers at the signing of the contract as this
provides reliable and more relevant information about the effect of such transactions in accordance with IAS 18:
Revenue Recognition.”

“This change has not been retrospectively applied in accordance with IAS 8: Accounting Policies, Changes in
Accounting Estimates and Errors, as it is impracticable to determine either the period-specific effects or the
cumulative effect of the change.”

Adoption of New and Revised International Financial Reporting Standards (IFRSs) as
per the Audited/Reviewed Financial Statements:

Standards and Interpretations Effective as per Audited Financial Statement for the Year Ended 31
December 2013

The following new and revised standards and interpretations have been adopted in the current year with no
material impact on the disclosures and amounts reported for the current and prior years but may affect the
accounting for future transactions or arrangements:

e Amendments to IFRS 7 Financial Instruments: Disclosures enhancing disclosures about offsetting of financial
assets and liabilities. The amendments to IFRS 7 require entities to disclose information about rights of
offset and related arrangements (such as collateral posting requirements) for financial instruments under an
enforceable master netting agreement or similar arrangement.

* New and revised Standards on Consolidation, Joint Arrangements, Associates and Disclosures;

In May 2011, a package of five standards on consolidation, joint arrangements, associates and disclosures was
issued comprising IFRS 10 Consolidated Financial Statements, IFRS 11 Joint Arrangements, IFRS 12 Disclosure
of Interests in Other Entities, IAS 27 (as revised in 2011) Separate Financial Statements and I1AS 28 (as revised in
2011) Investments in Associates and Joint Ventures. Subsequent to the issue of these standards, amendments
to IFRS 10, IFRS 11 and IFRS 12 were issued to clarify certain transitional guidance on the first-time application
of the standards.

* These Standards are not applicable to the Company as it does not have any activities that fall within the scope
of these Standards.

IFRS 13 Fair Value Measurement establishes a single source of guidance for fair value measurements and
disclosures about fair value measurements and is applicable for both financial and non-financial items.

¢ Amendments to IAS 1 — Presentation of Other Comprehensive Income. The amendments introduce new
terminology, whose use is not mandatory, for the statement of comprehensive income and income statement.
Under the amendments to IAS 1, the ‘statement of comprehensive income’ is renamed as the ‘statement of
profit or loss and other comprehensive income’ (and the ‘income statement’ is renamed as the ‘statement of
profit or loss’). The amendments retain the option to present profit or loss and other comprehensive income
in either a single statement or in two separate statements. However, items of other comprehensive income
are required to be grouped into those that will and will not subsequently be reclassified to profit or loss with
tax on items of other comprehensive income required to be allocated on the same basis.

¢ Amendments to IAS 19 Employee Benefits eliminate the “corridor approach” and therefore require an entity
to recognize changes in defined benefit plan obligations and plan assets when they occur.

e |FRIC 20 Stripping Costs in the Production Phase of a Surface Mine.

¢ Amendments to IFRS 7 Financial Instruments: Disclosures enhancing disclosures about offsetting of financial
assets and liabilities.
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11.2.2

11.2.3

11.3

11.4

Standards and Interpretations in Issue Not Yet Effective as per Audited Financial Statement for the Year
Ended 31 December 2013

Management has not early applied the following new standards, amendments and interpretations that have been
issued but not yet effective:

Effective for annual periods
beginning on or after

¢ |FRS 9 Financial Instruments. The requirements of IFRS 9 represent Mandatory effective date to be
a significant change from the classification and measurement determined by the IASB
requirements in IAS 39 Financial Instruments: Classification and
Measurement in respect of financial assets. The most significant
effect of IFRS 9 regarding the classification and measurement of
financial liabilities relates to the accounting for changes in fair value
of a financial liability (designated as at fair value through profit or
loss) attributable to changes in the credit risk of the issuer.

¢ Amendments to IAS 32 Financial Instruments: Presentation relating ~ January 1, 2014
to application guidance on the offsetting of financial assets and
financial liabilities.

e Amendments to IFRS 7 Financial Instruments: Disclosures relatingto  January 1, 2015

disclosures about the initial application of IFRS 9. (or otherwise when IFRS 9 is first

applied)

¢ Amendments to IFRS 10 Consolidated Financial Statements, IFRS January 1, 2014
12 Disclosures of Interests in Other Entities and IAS 27 Separate
Financial Statements relating to exception from the requirement to
consolidate subsidiaries for eligible Investment Entities

e |FRIC 21 Levies. January 1, 2014

* Amendment to IAS 36: Impairment of Assets relating to the January 1, 2014
disclosure of information about the recoverable amount of impaired
assets if the amount is based on fair value less cost of disposal.

¢ Amendments to IAS 39: Novation of Derivatives and Continuation January 1, 2014
of Hedge Accounting.

e Amendments to IFRS 9: Financial Instruments relating to general When IFRS 9 is first applied
hedge accounting

The Directors anticipate that all of the above Standards and Interpretations as applicable, will be adopted in the
Company'’s financial statements in future periods and that the adoption of those Standards and Interpretations
will have no material impact on the financial statements of the Company in the period of initial application.

Standards Affecting the Disclosures and Presentation as per the Reviewed Financial Statement for the
Three Months Ended 31 March 2014

None of the revised Standards that have been adopted in the current period which are effective for annual periods
beginning on or after January 1, 2013 have affected the disclosures and presentations in the financial information.
Material Changes

Zain Bahrain confirms that there have been no events since 31 March 2014 which may have a material effect on
the financial position and results of the Company.

Disputes, Legal Proceedings and Litigations

Other than claims against certain customers for outstanding and overdue payments arising through the Company’s

normal business transactions, there are no material outstanding or pending disputes, legal proceedings or
litigation affecting the Company in excess of BHD 30,000 each.
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11.5

11.5.1

Dividends Distributions

The following tables show the dividends paid over FY 2011-2013 and Q1 2014.

Table 98 - Dividend paid, 2011-2013

Unit 2011 2012 2013
Dividend paid BHD ‘000 17,512 11,116 6,368
Number of shares - 32,000,000 32,000,000 32,000,000
Dividend paid per share BHD 0.55 0.35 0.20
Dividend Pay-Out Ratio % 134.2% 173.4% 117.9%
Dividend Yield % 29.8% 20.6% 12.0%
Source: Audited Financial Statements
Table 99 - Dividend paid, Q1 2013 and Q1 2014
Unit Q12013 Q1 2014
Dividend paid BHD "000 - -
Number of shares - 32,000,000 32,000,000
Dividend paid per share BHD n/a n/a
Dividend Pay-Out Ratio % n/a n/a
Dividend Yield % n/a n/a

Source: Reviewed Financial Statements

As per the independent advisor, “Adjusted trade working capital cash cycle days have been increasing and hence
reflecting a degree of liquidity tightening. The latter has been further aggravated by a high cash dividend pay-out.
ZB needs to ensure appropriate levels of cash funding is in place so that normal operations are not disrupted in
any manner.”

Dividend Policy

The dividend policy of the Company is to distribute all the surplus funds after meeting operating needs of
the Company to the Shareholders. Dividend payments must be recommended by the Company’s Board and
approved at the General Assemblies, neither of which is under any obligation to recommend or approve dividend
payments. The Company’s dividend payments are subject to the following:

Statutory restrictions in accordance with the Commercial Companies Law;
Solvency requirements;

Any banking or other funding covenants binding on the Company;

The operating requirements referred to in this clause; and

The requirements of the Company and its constitutional documents.

The target dividend pay-out ratio set out based on the above factors is not changed without a resolution of the
Board. In order to measure the Company’s performance against the target dividend pay-out ratio in a financial
year, the Board shall seek to maintain consistency from year-to-year by smoothing the effect of any variation in
retained earnings resulting from the Company’s operational performance during any year, while maintaining the
target dividend pay-out ratio range on average over a five year period.

In relation to the Offering, each Ordinary Share shall entitle the holder to participate in the dividends, if declared
by the Company. Each Ordinary Share will also participate in any dividend due to be paid to Shareholders in
respect of the financial year ending 31 December 2014 on a pari passu basis with the currently issued Shares.
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121
12.1.1

12.1.2

Offering and Listing

Offering and Listing Details

The Offering

The IPO consists of an offer of 48,000,000 Shares equivalent to 15% of the Company’s issued share capital
immediately prior to the Offering. Each Share shall have a nominal value of 100 fils and is offered at a price
of BHD 0.190 per Share. The Offer is directed at institutional and retail investors in the Kingdom of Bahrain
and institutional investors in the wider GCC, under the terms and subject to the conditions contained in this
Prospectus.

The Offer Price represents a premium of 90 fils per Share (premium of 90% over the nominal value). The Offering
Shares shall rank in all respects pari passu with all other Ordinary Shares. The Ordinary Shares have the rights
described in section 15.1 “Share Capital Structure” of this Prospectus.

Pricing of this Offering

The Lead Manager, the Co-Manager, and the Underwriter determined the Offer Price through a two-stage
process:

12.1.2.1 Stage 1: Determine the IPO pricing range

Stage 1 involved valuing the Issuer using a blended valuation approach combining values derived from the
discounted cash flow valuation and trading multiples based valuation.

Discounted cash flow (“DCF”) valuation
Step 1: Understand the Issuer’s business and determine performance drivers

The Issuer provided a 5-year business plan to the Lead Manager and the Co-Manager, and explained the rationale
behind the assumptions underlying the business plan.

Step 2: Project free cash flow

Based on the business plan provided by the Issuer, the Lead Manager and the Co-Manager estimated the
expected future free cash flows of the Issuer, including capital investments required to sustain the business.

Step 3: Calculate weighted average cost of capital ("WACC")

The WACC is the rate used to discount the Issuer’s projected free cash flows and terminal value to the present.
WACC represents the weighted average of the required return on the invested capital (debt and equity). The
Lead Manager and the Co-Manager estimated the WACC using the capital asset pricing model.

Step 4: Determine the terminal value

The Issuer's business plan projected the free cash flows of the business for 5 years. However, the business was
valued on a going concern basis, and as such a terminal value was used to quantify the remaining value of the
Issuer’s business after the projection period. The Lead Manager and the Co-Manager used the perpetuity growth
method to calculate the terminal value. The perpetuity growth method calculates terminal value by assuming the
terminal year free cash flows as a perpetuity growing at an assumed rate.

Step 5: Calculate present value and determine DCF valuation

The Lead Manager and the Co-Manager discounted the Issuer’s projected free cash flows and terminal value
using WACC to determine the Issuer's enterprise value (EV). The Issuer’s net debt was then deducted from the
enterprise value to estimate the equity value of the Issuer.

Trading multiples based valuation
Step 1: Select and analyse comparable companies

The trading multiples-based valuation approach is based on the premise that the comparable companies chosen
are similar to the company being valued and that the market provides a relevant benchmark. The Lead Manager
and the Co-Manager considered publicly listed telecom companies in the GCC as the closest comparable
companies for the Issuer. The Lead Manager and the Co-Manager analysed these companies and calculated the
key financial ratios, trading multiples and dividend yields.

Step 2: Determine trading multiples-based valuation

The trading multiples calculated for the comparable companies included two market valuation measures namely
EV/EBITDA and P/E. The average EV/EBITDA and P/E for the comparable companies was calculated and this
average multiple was then applied to the Issuer’s EBITDA and net income respectively to arrive at the valuation
range for the Issuer using the trading multiples approach.
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Blended valuation

The blended valuation was determined after providing appropriate weightings to the valuations arrived at using
the DCF methodology and the trading multiples methodology.

IPO price range

An IPO discount range was then applied to the blended valuation to arrive at the IPO price range of BHD 0.203 -
0.218 per share.

12.1.2.2 Stage 2: Book-building process targeting institutional investors

12.1.3

12.1.4

Book-building is a process of determining the price at which shares are offered to the market during an IPO
based on demand for the Offer from institutional investors. The Lead Manager and the Co-Manager relied on the
book-building process to determine the Offer Price. The book-building exercise was conducted prior to the Offer
Period pursuant to CMSD’s no-objection letter reference CMS/L174/14, dated 20 May 2014. While conducting
the book-building exercise, the Lead Manager and the Co-Manager adhered to the relevant provisions under the
Offering of Securities (OFS) Module of the CBB's Rulebook Volume 6, in particular OFS-2.3.15, OFS-2.3.16, and
OFS-2.3.17.

During the book-building exercise, the Lead Manager and the Co-Manager contacted a select group of
independent professional institutional investors that are not related parties, associates or affiliates of the Company,
the Parent Company and/or of the Underwriter. These institutional investors were provided with the Red Herring
Prospectus and the IPO price range of BHD 0.203 — 0.218 per share. Based on the assessment of the Red Herring
Prospectus and the IPO price range, these institutional investors submitted their respective bids, which indicated
the price they would be willing to pay per Share. The Lead Manager and the Co-Manager built and closed the
book with the bids received from the invited institutional investors and the demand gauged from the received
bids was one of the factors used to arrive at the Offer Price.

Besides book-building, factors considered in determining the Offer Price were the Company’s record of operations,
its current financial condition, its management, its markets, its future prospects, the economic conditions of
and the future prospects for the industry in which it competes and the currently prevailing general conditions
in the equity securities markets, including current market valuations of publicly traded companies considered
comparable to the Company.

The final Offer Price was determined by the Issuer in consultation with the Lead Manager, Co-Manager and
Underwriter.

Minimum Subscription
The minimum allowable subscription is one Offer Share.

Applicants who apply for up to 100,000 Offer Shares will be deemed to be Retail Applicants. Applicants who apply
for 100,001 or more Offer Shares will be deemed to be Institutional Applicants.

Applicant Categories and Allotment Basis

An Applicant will be categorized as either Institutional Applicant or Retail Applicant based on the criteria set out
below:

* Institutional Applicant: An Applicant is deemed to be an Institutional Applicant if it subscribes for a minimum
of 100,001 Ordinary Shares.

e Retail Applicant: An Applicant is deemed to be a Retail Applicant if it subscribes for less than or equal to
100,000 Ordinary Shares.

12.1.4.1 Under- or full subscription

If the total number of Ordinary Shares applied for by Eligible Applicants is less than or equal to the number of
Offer Shares offered, all Eligible Applicants will be allotted the number of Ordinary Shares they have applied for.

12.1.4.2 Over-subscription

If the total number of Ordinary Shares applied for by Eligible Applicants exceeds the number of Offer Shares
offered, the Company shall, in consultation with the Lead Manager and the Co-Manager, establish an Allotment
basis in which the Offer Shares will be allocated as set out below:

e If the number of Ordinary Shares applied for by Institutional Applicants is less than 24,000,000, Offer Shares
will be allotted to all Eligible Applicants (Retail Applicants and Institutional Applicants) pro-rata to the number
of Ordinary Shares each Applicant applied for.

* If the number of Ordinary Shares applied for by Retail Applicants is less than 24,000,000, all Retail Applicants
will be allotted the number of Ordinary Shares they have applied for. The remaining Offer Shares, after
allocation to Retail Applicants, will be allotted pro-rata to Institutional Applicants based on the number of
Ordinary Shares each Institutional Applicant applied for.

e If the number of Ordinary Shares applied for under each category, Retail Applicants and Institutional
Applicants, exceeds 24,000,000, Applicants under each category will be allotted from 24,000,000 Offer Shares
pro-rata to the number of Ordinary Shares each Applicant applied for under its respective category.
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12.1.4.3 Other subscription and allotment conditions

12.1.5

12.1.6

12.2.
12.2.1

Other subscription and allotment conditions are as follows:

e The results of the subscription and confirmation of the basis of Allotment will be published in two local
newspapers in the Kingdom of Bahrain within two Business Days of the Subscription Closing Date. The
decision of the Company and the Lead Manager and the Co-Manager on the basis of Allotment and on each
individual Allotment shall be final.

e Applicants under the age of 21 should make their applications through their legal guardian.
e Allotment of the Shares is expected to be completed on the Allotment Date.

e No Shares shall be distributed pursuant to this Prospectus on any date falling three months after the date of
this Prospectus.

Listing of Ordinary Shares on the Bahrain Bourse

The Company has applied to the CBB and the Bahrain Bourse to admit all of the Ordinary Shares for trading on
the Bahrain Bourse under the symbol “ZAINBH". All Applicants are required to have an Investor Number (IN) and
a Securities Account with the Bahrain Bourse. Applicants who do not have an IN or a Securities Account with the
Bahrain Bourse will be required to pay the IN Fee and/or the Securities Account Fee at the time of the application.
Initially, all Ordinary Shares purchased in the Offering will be held in Applicants’ Depository Accounts.

Lock-In Period

Under the laws of the Kingdom of Bahrain, Founders shall be restricted from transferring their Ordinary Shares for
a period of one year beginning on the Commencement of Trading Date.

Plan of Distribution

The Underwriting Agreement

The Issuer and the Underwriter entered into the Underwriting Agreement on 17 July 2014 in relation to the
underwriting of forty-eight million (48,000,000) Ordinary Shares offered under the Offering. Subject to the terms
and conditions set out in the Underwriting Agreement, the Underwriter undertakes to purchase from the Issuer
all Ordinary Shares which have not been subscribed for during the Offering Period up to a maximum of forty-
eight million (48,000,000) Ordinary Shares at BHD 0.190 per Ordinary Share. The Issuer has agreed to pay the
Underwriter an underwriting fee equivalent to 2.75% of the Offer Size.

At the Subscription Closing Date, the Lead Manager and, the Co-Manager and the Issue Coordinator shall
determine the number of Offer Shares for which Subscription Application Forms have been received.

e  Full Subscription: If the aggregate number of Offer Shares applied for pursuant to the Subscription
Application Forms received by the Receiving Bank at the end of the Offer Period amount to at least the full
number of forty-eight million (48,000,000) Offer Shares the Underwriter can be released and discharged from
its obligations.

¢ Under Subscription: If the aggregate number of Offer Shares applied for pursuant to the Subscription
Application Forms received by the Receiving Bank at the end of the Offer Period does not amount to forty-
eight million (48,000,000) Offer Shares the Underwriter shall as principal subscribe for the number of such
shortfall from the forty-eight million (48,000,000) Ordinary Shares offered under the Offering by executing a
Subscription Application Form on the Allotment Date applying for the remaining Offer Shares.

Under the CBB Rulebook where an Underwriter has been appointed and the securities offered are not fully
subscribed during the offer period the Underwriter must purchase the balance of the Shares through a firm
commitment underwriting arrangement. The Underwriter and the Company are entering into this Agreement
to satisfy these requirements. The terms and conditions to this firm underwriting arrangement are set out in the
Underwriting Agreement which is a document available for inspection.

The Issuer has made certain representations and warranties to the Underwriter and has agreed, subject to certain
limitations, to indemnify the Underwriter against certain losses, liabilities, claims, damages, costs and expenses
arising in connection with the underwriting and the performance of its obligations under the Underwriting
Agreement which is also described in the Underwriting Agreement. The Underwriting Agreement contains a
force majeure provision under which it may be suspended upon certain events occurring, including, but not
limited to, the disruption of the Bahrain Bourse's operation and any change or development involving material
adverse change in Bahrain's national or international political, financial or economic conditions since the date of
the Underwriting Agreement. The Underwriting Agreement may subsequently be terminated (in accordance with
its terms) if the force majeure condition persists.
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12.3 Price Stabilisation

The Issuer has appointed Securities & Investment Company (SICO) to act as a Market Maker to undertake market
making activities and facilitate stock price stabilisation for a period of up to 12 months from the date of listing of
Zain Bahrain’s Ordinary Shares on the Bahrain Bourse. In order to govern this relationship, Zain Bahrain and SICO
entered into a discretionary portfolio management agreement which will come into effect upon Zain Bahrain
opening an account with SICO and depositing the starting balance of cash, Shares or both.

12.4 Expenses of the Offering

The following table sets out the expenses that the Company is incurring as a result of the Offering.

Table 100 - Expenses of the Offering

Advisor Expenses Incurred, BHD
Lead Manager 133,812
Co-Manager 100,000
Legal Advisor 117,024

(Amount invoiced until 31 October 2013 -
charges are based on a standard hourly rate)

Independent Advisors 115,554

PR, media, advertising, printing, and other IPO 777,252
consulting and issuance expenses

Underwriter Underwriting fee 2.75% of the value of shares
underwritten at the determined value

Market Maker Annual Management fee of 1.5% per annum calculated
based on the market value of assets in the account
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13

13.1

13.2

13.2.1

Risk Factors and Investment Considerations

Reasons for the Offer and Use of Proceeds

The total value of the Offering is expected to be BHD 9,120,000 of which approximately BHD 1,533,902 will be
paid as Offering expenses, including the fees of the financial advisors, legal advisors (to the Company and to
the financial advisors), independent accountants, media and public relations consultants, underwriting expenses,
Receiving Bank’s expenses, marketing expenses, printing and distribution expenses and other expenses related
to the Offering.

Zain Bahrain intends to use the Net Proceeds from the Offering for the purposes set out below:
e Capital expenditure (95% to 98% of the Net Proceeds), in order to:

e Upgrade its network infrastructure to improve indoor coverage, expand the capacity to meet high
bandwidth demand and introduce smart features for smartphones,

® Expand the current 4G LTE service nationwide to achieve speeds of up to 100Mbps and subsequently to
150 Mbps,

¢ Deploy a nationwide fibre-optic network,

®  General corporate expenses (2% to 5% of the Net Proceeds).

Risk Factors

An investment in shares, particularly those being offered by a company for the first time, carries certain risks which
potential investors should be aware of prior to making any investment decision. These risks should be considered
in conjunction with the information contained in this Prospectus. Such risks could have an adverse effect on Zain
Bahrain's business and may affect its financial performance. In such cases, an investor could lose part or all of his
investment. Additional risks not currently known may also have an adverse effect on the Company’s business, and
the information set out below does not purport to be an exhaustive summary of the risks affecting, or which may
affect, Zain Bahrain.

As this Prospectus contains forward-looking statements, it should be considered that actual results and the timing
of certain events could differ materially from those projected in such forward-looking statements due to a number
of factors, including those set forth below and elsewhere in this Prospectus.

Applicants should consider carefully whether investment in the Shares is suitable for them in light of the information
in this Prospectus and their personal circumstances. Applicants should also refer to the part entitled “Important
Notice” in the preamble of this Prospectus.

General Risks
Investing in securities in emerging markets generally involves a higher degree of risk.

Emerging markets, such as Bahrain, are generally susceptible to greater risks than in more developed markets
which are likely to have greater stability and settled practices in relation to the manner and environment in
which businesses operate. Typically, such emerging market risks will include, to some extent, political, social and
economic risks. All or any one of these risks can have a material adverse effect on the business and operations of
Zain Bahrain, especially when considering that all of Zain Bahrain's revenues are derived from this market.

Specific examples of country risks which may have a material adverse impact on the Company's business,
operating results, cash flows and financial condition, may include:

e General country or regional political, social or economic instability;
e Acts of warfare, terrorism or civil unrest;

® Specific government intervention in business operations - e.g. protectionism for, or subsidising, competing
businesses; and

e Changes in regulatory environment (which may result in difficulties in obtaining new permits and consents for
the Company's operations or renewing existing ones).

Accordingly, all Applicants are urged to consult with their own legal and financial advisors before making an
investment in the Shares, and Applicants should exercise particular care in evaluating the risks involved and must
consider those risks in deciding whether an investment in the Shares is appropriate.
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13.2.2
13.2.2.1

13.2.2.2

13.2.2.3

13.2.2.4

Risks Related to the Company
Concentration of revenues, existing competition

Zain Bahrain's operations are solely focused in Bahrain with the bulk of revenues derived from this market (the
remaining revenues being related to inbound international roaming). The Bahrain market is likely to continue to
contribute the majority of the Company’s revenues in the future. Therefore the growth of its business depends
on the future prospects of Bahrain's economy. It is widely accepted that the mobile market in Bahrain is mature
and close to saturation, with approximately 2.21 million mobile subscribers representing 173% mobile market
penetration as at 31 December 2013%. As Bahrain seeks to position itself as a regional financial hub, this should
lead to a growth in expatriate employees and business tourists, the majority of whom are likely to require
mobile services. The growth of Zain Bahrain’s business therefore depends on its ability to attract new customers,
limit churn and update existing networks and services, and successfully launch new value added services to
compensate for intensifying competition in relation to old products.

Any persistent weakness or an economic downturn in Bahrain or the occurrence of any event which has a
material adverse effect on Zain Bahrain's operations could materially and adversely affect the business, financial
condition and the results of Zain Bahrain.

Impact of over-the-top ("OTT") operators

Traditionally, communications has been fragmented across internet services such as VolP or email, and
telecommunication services such as text messages and voice. However, new entrants are changing the
competitive landscape by successfully offering ‘over-the-top’ internet-based telecommunication services
directly to end-customers and developing new applications such as WhatsApp™ and Viber™. Shifts in consumer
preferences towards these online communication services is resulting in decreasing communication volumes via
the traditional telecommunication services, leading to erosion in the voice and text message revenue streams of
traditional telecommunication operators such as Zain Bahrain.

Zain Bahrain's market position is therefore dependent on the success of marketing initiatives and its
Management's ability to continue to anticipate and respond to various factors in the industry, including new
products and services, pricing strategies by competitors, new entrants, shifts in consumer preferences and
changes in economic, political and social conditions in Bahrain. There can be no assurances that Zain Bahrain
will be able to offset any reductions in ARPU or subscribers by reducing costs in order to compete effectively
with current or future OTT competitors, nor that the increasing competitive pressures faced by Zain Bahrain will
not have a material adverse effect on the Company's future performance.

Role of the Parent Company

The Company is party to a related party transaction whereby it has entered into a Management Agreement
dated 28 December 2003 with its Parent Company pursuant to which the Parent Company provides various
management services in consideration of a management fee of 3% of the annual gross revenue of the Company.
This agreement was renewed for a period of 10 years on 28 December 2013.

The Management Agreement may be terminated by the Company in the event, for example, that the Parent
Company is in default of a material obligation which has a material adverse effect on the Company (and such
default continues un-remedied for a period of 30 Business Days). The Parent Company has the right to terminate
the Management Agreement in the event the Company is in material default of its obligations and fails to
remedy such default within 30 Business Days, or in the event the Company fails to pay any amounts owing to the
Parent Company exceeding in aggregate USD 100,000 within 30 days' notice of the failure to pay such amounts.
If the Management Agreement is not renewed upon its expiry, or is terminated in accordance with its terms and
the Company fails to secure the provision of similar services by an alternative provider and/or enter into separate
licensing agreement(s) for the continued use of the Zain Brand, there could be a material adverse effect on the
Company’s business, prospects, financial condition, reputation and results of operations.

Development and introduction of new products and services

Zain Bahrain has made significant investments in the development and sustainability of its product range,
and has, most recently, launched enterprise services, including PBX voice service, dedicated internet access
and local private data lines. The Company will continue to invest in new innovative technologies in order to
anticipate and respond to consumer demand. However, it should be noted that commercial acceptance and
uptake of new services by consumers may not occur at the rate or level expected, and Zain Bahrain may not
be able to successfully adapt its new services to meet consumers’ demands effectively and economically, thus
impairing the return from such investments. Furthermore, the costs of implementation of such new technologies
may exceed those forecast by Management. The Company’s failure to achieve commercial acceptance for its
services, or to provide them on a cost-effective basis, could result in additional capital expenditure or a reduction
in profitability.

2 TRA, "Quarterly Market indicators — Data at the end of Q4 2013"
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13.2.2.5

13.2.2.6

13.2.2.7

13.2.2.8

Financing risk and funding requirements

The Company may not generate or obtain funds sufficient to make the necessary or desirable capital expenditure
and other investments required to grow its business.

The telecommunications industry is characterized by substantial amounts of capital and other long-term
expenditures, including those relating to the development and acquisition of new networks and the expansion
or improvement of existing networks. In the past, Zain Bahrain has financed these expenditures through a variety
of means, including internally generated cash flows, external borrowings and capital contributions. In the future,
Zain Bahrain expects to utilize a combination of these sources to meet its financing requirements.

Zain Bahrain'’s ability to arrange external financing, and the cost of such financing, depends on numerous factors,
including Zain Bahrain’s future financial condition, general economic and capital markets conditions, interest
rates, credit availability from banks or other lenders, investor confidence in Zain Bahrain, applicable provisions
of securities laws, and political and economic conditions. There can be no assurance that Zain Bahrain will be
able to arrange any such external financing on commercially reasonable terms, if at all. If Zain Bahrain is unable
to generate or obtain funds sufficient to make, or is otherwise restricted from making, necessary or desirable
capital expenditure and other investments, it may be unable to grow its business, which may have a material
adverse effect on its business, financial condition, results of operations and prospects.

Effectiveness of distribution strategies

Zain Bahrain depends on a number of key third party distributors and channel partners to distribute its products
and services.

Zain Bahrain’s ability to continue to distribute its products and services depends, to a large extent, on securing
and maintaining a number of key distributors, retail distributors and business partners. A significant number of
its key distribution channels are managed and operated by third parties. For example, a significant proportion
of new customers originate through indirect channel partners. Services may cease to be provided by third
parties due to, for example, a contract period expiring or a contract being terminated, and Zain Bahrain cannot
guarantee that chosen suppliers will be able to provide the functions or services for which they have been
contracted. Although Zain Bahrain may replace third party distributors or decide to perform certain distribution
functions itself, it cannot ensure that such substitution can be accomplished in a timely manner or without
significant costs or disruptions to its operations.

The Company’s failure to maintain key distribution relationships, or any disruptions or failures by third party
distributors (including the failure of its key distribution partners to procure sufficient customers), could adversely
impact the services that Zain Bahrain provides to its customers, which could adversely affect the business,
financial condition and operations of Zain Bahrain.

Ability to acquire equipment and software

Zain Bahrain relies on a number of suppliers for a majority of its telecommunications network infrastructure,
handsets, software and content and other equipment supplies. Its ability to maintain and grow its subscriber
base depends in part on its ability to source such supplies on a timely basis and therefore continued cooperation
from the equipment and service providers is essential for Zain Bahrain to maintain its operations.

Zain Bahrain cannot assure investors that its suppliers will continue to provide equipment and services to
Zain Bahrain at attractive prices or that Zain Bahrain will be able to obtain such equipment and services in the
future from these or other providers on the scale and within the time frames required, if at all. The inability or
unwillingness of key suppliers to provide adequate equipment and supplies on a timely basis and at attractive
prices could materially and adversely impact Zain Bahrain's ability to retain and attract subscribers or offer
attractive product offerings, either of which could materially and negatively impact Zain Bahrain's business,
financial condition, results of operations and prospects.

Dependence on key personnel

Zain Bahrain’s business and growth prospects may be disrupted if Zain Bahrain loses the services of certain key
personnel or is unable to identify and employ expert personnel in the business segments in which the Company
operates.

The Company’s current and future success is largely dependent on the continued service of key personnel and
employees and the ability to attract and retain qualified personnel. If any of the Company’s key personnel were
to leave, it may be difficult to quickly replace them and this could result in business disruption, with adverse
effect on Zain Bahrain’s financial conditions and results.

Since the telecommunications industry is characterised by scarcity of personnel and increased demand for
talented human resources, Zain Bahrain may need to offer higher compensation and other benefits in order to
attract and retain key personnel in the future. Zain Bahrain is not insured against the detrimental effects of losing
key personnel.

The inability to retain key personnel or attract new qualified resources to support the growth of the business or
the requirement to offer significantly higher compensation to attract and maintain key personnel could result in
a material adverse effect on the business, financial condition and operations of Zain Bahrain.
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13.2.2.9 Unexpected business interruption or breach of security measures

The Company's ability to operate its telecommunications network may be interrupted due to a systems failure
or shutdown in its networks. Zain Bahrain's networks may be vulnerable to damage or interruptions from adverse
weather conditions, loss of power, natural disasters, terrorist attacks, war, transmission cable cuts, or similar
events. Whilst the Company has contingency power supplies at each of its base stations and network switching
centres (see section 5.3.5 - “"Description of Operations”), any prolonged loss of its telecommunications network
could affect the quality of services provided and could have a material adverse effect on Zain Bahrain’s business,
financial condition and operations.

13.2.2.10 Credit risks

The Company is exposed to credit risk relating to bad debt from non-paying Post-paid Customers. Although the
majority of Zain Bahrain's customer base consists of Prepaid Customers, the Company, along with other mobile
operators, is exposed to bad debt risk from Post-paid Customers. It is a challenge to avoid bad debtors and
the Company believes that customers who are bad debtors or who are blacklisted by other operators could,
with relative ease, subscribe for a new account with the Company. The inability of Zain Bahrain to accurately
assess the credit quality of initial or on-going Customers or deterioration in the Bahrain economy affecting
consumers’ credit-worthiness in general could result in unanticipated levels of Customer defaults, which could
have a material adverse effect on Zain Bahrain's business, financial condition and operations.

13.2.2.11 Insurance risks

The Company could be exposed to significant risks if insurance cover proves to be inadequate. Zain Bahrain
maintains insurance against risks such as fire and accidental damage. Whilst Management believes that these
policies are sufficient to compensate for foreseeable incidents, there can be no assurance that the proceeds
available from the Company’s insurance policies will be sufficient to protect Zain Bahrain from all potential
loss or damage resulting from any insured events. This could have a material adverse effect on the business,
operations and financial conditions of Zain Bahrain.

13.2.2.12 Dependence on Prepaid connections

In line with the broader market dynamics, the majority of Zain Bahrain's customer base is Prepaid clients and is
therefore exposed to higher risk of customer churn.

As at 31 December 2013, the majority of Zain Bahrain's subscribers were Prepaid. There is, therefore, a greater
risk of Customers changing network provider as Prepaid Customers do not sign services contracts, are not
charged an activation fee (although there is a charge for the starter pack on each Prepaid plan which includes
an amount of inclusive talk time and SMS messages) and handsets are not subsidised or locked to Zain Bahrain’s
network.

Whilst Management believe they have a clear competitive advantage in terms of range of services offered and
flexibility in Prepaid plans they cannot guarantee that they will be able to retain existing Prepaid Customers and
reduce churn levels. This could have a material adverse effect on future operating results.

13.2.2.13 Network deployment approval permits and other authorisations

The deployment of Zain Bahrain’s network requires various approvals or permits from the Government and
regulatory authorities, particularly in relation to establishing cell sites. Approvals include environmental and
construction permits and antenna and mast deployment approvals. To date, Management has maintained
excellent relationships with the TRA and the Government and has successfully received all relevant permits and
approvals required in the establishment of the network to date. However, it is important to highlight that there
are a number of court cases brought about by various municipalities against the Company in respect of site
deployment. As such, there are no guarantees that requisite approvals and permits for site deployment will be
granted in the future. The expansion of the existing network could result in higher costs or delays relating to
importing the necessary equipment, expenses or delays in identifying appropriate sites for the construction of
base stations and technical difficulties in accessing the relevant sites. These difficulties may result in significant
additional expenses to the deployment of the network, which could negatively affect the Company’s ability
to meet operating and coverage targets and conditions imposed by the licences. This could materially and
adversely affect the financial condition and operations of Zain Bahrain.

13.2.2.14 Interconnection risks

Zain Bahrain relies on interconnection agreements with Batelco and Viva, its direct competitors, in order for
Customers to be able to complete calls originating from and terminating on those competitors’ networks.
Zain Bahrain is also dependent on international roaming agreements with telecommunications operators in
other countries when their customers roam on Zain Bahrain’s network or Zain Bahrain Customers roam on their
networks. If these agreements were to terminate, or if the technologies implemented by other operators become
incompatible with those of Zain Bahrain, or if the other operators fail to provide reliable interconnections or
roaming services, it could adversely impact the services that Zain Bahrain provides to its Customers, which could
adversely affect the business, financial condition and operations of Zain Bahrain.
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13.2.2.15 3G and 4G adoption, broadband internet services and other changes in technology

13.2.3
13.2.3.1

13.2.3.2

13.2.3.3

The telecommunications industry is characterised by rapid technological advancement, and Zain Bahrain’s
ability to compete effectively within the Bahrain market relies on Management’s ability to introduce new
technologies in both a cost efficient and timely manner. Despite the strength of Zain Bahrain's existing networks
and its investment in product development and supporting infrastructure, it is not possible to predict the effect
of future technological changes on the industry and on Zain Bahrain’s businesses, and the related impact on
licensing and similar requirements. For example, as technology evolves, Zain Bahrain may need to obtain new
and/or additional regulatory licences, or make significant investments to upgrade its existing networks to be
compatible with new technologies or new standards. Rapid technological advancement could render obsolete
existing products and services offered by Zain Bahrain and could increase competition. These factors could have
a material adverse effect on the business, financial condition and operations of Zain Bahrain.

Risks Related to the Bahrain Telecommunications Market and the Legal and Regulatory Environment
Telecommunications regulations

Changes in the regulatory environment or governmental policy affecting the telecommunications industry in
Bahrain could adversely affect Zain Bahrain's business, financial condition, results of operations and prospects.

In Bahrain the TRA, the telecommunications regulator, has significant power and latitude to regulate all aspects
of the telecommunications industry, from pricing and competition to network infrastructure. The TRA reviews
on a regular basis the level of competition in various telecoms markets segments in Bahrain and assesses the
market power of the operators in each market segment. The TRA can impose certain obligations on dominant
operators with significant market power in a relevant market segment.

Decisions by the regulator and new legislation, including in relation to retail, wholesale and interconnection
price regulation, could adversely affect the pricing of, or adversely affect the revenue from, the services Zain
Bahrain offers. For instance, in its 2010 Dominance Determination, the TRA observed that both Batelco and Zain
Bahrain were dominant in the supply of mobile termination services on their respective networks. As a result,
both Batelco and Zain Bahrain are regulated in respect of wholesale mobile termination services for voice calls
and SMS/MMS. A similar determination issued in May 2013, declared Viva as a dominant operator for wholesale
mobile termination of voice calls and SMS/MMS on its network.

Decisions by the regulator may also include issuance of new licences in the future or conferring greater pricing
flexibility on competitors. The third National Telecommunications Plan, issued by the Kingdom of Bahrain,
makes allowances for new licences to be awarded, in the event that the TRA determines, through assessment
of the level of competitiveness of post-3G services in the market, that there are not at any time sufficient active
suppliers of LTE-based services. As such, the level of competition in the market may further increase. However,
it is important to highlight that a new operator will not only require a service licence to operate and compete; it
will also require scarce resources such as frequency spectrum.

Future changes to regulation or excessive costs of complying with new or more onerous regulations and
restrictions could have a material adverse effect on Zain Bahrain's business, financial condition, results of
operations and prospects.

Licence

Zain Bahrain believes that it has all the necessary regulatory licences, concessions and operating agreements
that it needs to operate its present businesses. In particular, Zain Bahrain's IMTL is valid until September 2028
and the Company should be permitted to renew the licence for a further term of 10 years provided it has not
committed a material breach as defined in the terms and conditions of its licence. Some of its frequency licences
will fall for renewal in a few years. Zain Bahrain may not be successful in obtaining renewed licences to operate.
While Zain Bahrain actively engages with the Government and other regulatory bodies in advance of the expiry
of such licences, concessions and operating agreements, and the activities under licence are of a public service
nature, there can be no assurance that when such licences, concessions and operating agreements expire, it will
be possible to renew them on similar or commercially viable terms, or at all. Some of these licences may also
include clauses that allow the grantor to terminate or revoke or alter them in the event of a default, other failure
by Zain Bahrain to comply with applicable conditions of the licence or to promote public interest or for any other
reason. Failure to hold or to continue to hold or obtain the necessary licences, concessions and other operating
agreements required to operate its businesses could have a material adverse effect on Zain Bahrain’s business,
financial condition and future prospects.

Frequency spectrum allocation

The Company currently holds a number of frequency licences in Bahrain. The legal rights and obligations
conferred on the Company under these licences have a material bearing on its operations. More generally, the
Company's access to spectrum resources in Bahrain is affected by the Bahrain Telecommunications Law and
other relevant Ministerial and TRA spectrum allocation and management regulatory and policy instruments.
Changes to the current spectrum allocation and management regime could potentially have a material impact
on the affairs of the Company.
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13.2.3.4

13.2.3.5

13.2.3.6

13.24
13.2.4.1

13.2.4.2

13.2.4.3

Competition

The Bahrain telecommunications market currently has three mobile telecommunications operators, and, as is
appropriate, there is considerable price and product competition amongst the three operators. Zain Bahrain’s
competitors, or potential competitors, may have greater financial, capital, marketing or other resources, which
may allow them to provide services more effectively and at a lower cost than Zain Bahrain. These competitors or
potential competitors may adopt more aggressive pricing policies, offer better services and features, develop
and deploy more rapidly any new or improved technologies, services and products, expand and enhance
their networks and coverage more rapidly, undertake more extensive advertising and marketing campaigns
or successfully replicate Zain Bahrain's business models. Competitors may also acquire rights to newer and
more competitive technologies not available to Zain Bahrain, or Zain Bahrain may become subject to stricter
regulation by relevant industry regulators and/or competition from other companies that are not subject to
regulation as a result of the convergence of communication technologies. Zain Bahrain may face increased
competition from new entrants or the incumbent operators, which may have a material adverse effect on the
business, financial condition and the results of Zain Bahrain.

Alleged risks of mobile handsets and wireless base stations

In recent years, concerns have been expressed about the potentially harmful effect of electromagnetic emissions
from handsets and hands-free earpieces on the health of mobile phone users. The Company, itself, has received
a small number of letters of complaint from customers in relation to the Company’s base stations regarding
health and safety concerns. To date, none of these complaints have become litigious. Management does not
consider there to be any potential of having to pay compensation related to such complaints and consequently
does not view this as a material risk. Since the rapid expansion of the wireless telecommunications industry,
there have been concerns raised in connection with the effects of electromagnetic waves emitted by base
stations and mobile telephones. Both the Parent Company and the Government have commissioned studies
in this regard with results indicating that the Company operates well within acceptable safety limits prescribed
by the International Commission on Non-lonizing Radiation Protection (ICNIRP). However, were there to be any
new adverse findings which were to result in a successful claim against the Company, there could be a material
adverse effect on the business, financial condition and results of the Company’s operations.

Economic risks

The contribution of the oil sector to Bahrain's GDP continues to be substantial despite the Government's
successful and continuous diversification policies. Fluctuations in oil prices, in particular material declines in
such prices, could have a direct adverse impact on the Bahraini economy and the economic activity. Such impact
may adversely affect companies operating in Bahrain, including the Company.

Risks Related to the Offer Shares
Control by the Founding Shareholders

The Parent Company will hold the largest shareholding block (201,600,000 shares out of 368,000,000 or
54.78% equity) in Zain Bahrain post IPO and with its significant shareholding and Management Agreement
may influence the outcome of important decisions relating to the Company's business. Depending upon the
actual number of board members recommended at the Constituent General Assembly, the Parent Company
is entitled to nominate one Director to the Board for each 10% of the issued shares of the Company held by
the Parent Company. The other investors in the Company (including new shareholders in the Company) may
nominate one Director for each 10% of the issued shares of the Company held by all the investors collectively.
As a result, the Parent Company can exercise substantial control in relation to most matters requiring approval
of the Company’s Shareholders, including the election of directors, entering into or approval of related party
transactions, significant corporate transactions and the amount and timing of payment of any dividends. The
interests of the Parent Company may differ from the Company’s interests or those of its minority Shareholders.

Absence of a prior market for the shares

Prior to this Offering, there has been no public market for the Shares. The Issuer cannot assure potential
Applicants that the price at which the Shares will sell in the market after this Offering will not be lower than the
Offer Price or that an active trading market for the Shares will develop and continue after this Offering.

Liquidity and volatility in the share price

There may be fluctuations in the securities markets which may result in volatility in the price of the Shares. Stock
markets have historically, on occasion, experienced periods of significant price and volume fluctuation that
are not related to the operating performance of particular companies but may be due to changes in market
conditions or changes in Government regulations or several other reasons. There are no assurances that this will
not occur at some point in the future on the Bahrain Bourse and Applicants may not be able to sell their Shares
at or above the Offer Price.
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13.2.4.4 Future sales and offerings

Pursuant to Article 124 of the Commercial Companies Law, the Founders are not entitled to dispose of their
shareholding for a period of one year starting from the Commencement of Trading Date. Following the expiry of
the Lock-in Period, the Founders may decide to sell a portion of their Shares in the market. Sales of substantial
amounts of the Shares by any Founder, or the perception that these sales may occur, could adversely affect the
market price of the Shares.

13.2.4.5 Dividend payment

The distribution of dividends will be dependent upon a number of factors (see section 11.5 "Dividends
Distributions”). There can be no assurance that any dividend will ever be paid, nor can there be an assurance
as to the amount, if any, which will be paid in any given year. The ability to pay a dividend may also be subject
to the terms and conditions of financing agreements entered into by the Company. Furthermore, the dividend
policy of the Company may change from time to time.
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14

14.1

14.1.1

Subscription Terms and Conditions

All Applicants must carefully read this Prospectus and the Subscription Application Form prior to signing and
submitting their Subscription Application Form and transmitting Subscription Funds to the Receiving Bank.

Asigned Subscription Application Form submitted to the Receiving Bank will represent alegally binding agreement
between the Company and the Applicant upon acceptance by the Company of the Subscription Application Form.
Once a Subscription Application Form has been accepted by the Receiving Bank and Subscription Funds have
been transferred to the Receiving Bank by an Applicant, the Subscription Application Form cannot be withdrawn
and Subscription Funds will not be returned except under the circumstances described in this Prospectus.

Each Applicant acknowledges that any information in their respective Subscription Application Form may be
shared with third parties involved in various stages of the Offering including but not limited to data processing
companies.

Application Procedures

Applicants applying for Ordinary Shares in the Offering are required to complete a Subscription Application
Form, indicating the number of Ordinary Shares they wish to purchase. Subscription Application Forms should
be completed in full in Arabic or English and in accordance with instructions contained therein. Each Applicant
is required to submit the Subscription Application Form during the Offering Period accompanied by the relevant
documents stated below.

The Receiving Bank will verify the validity of all copies of each Applicant’s identification documents.

All Applicants are required to have a Bahrain Bourse Investor Number (IN) and a Securities Account. Applicants
who do not have a Bahrain Bourse IN or a Securities Account will be required to pay the IN Fee and/or the
Securities Account Fee at the time of submitting the Subscription Application Form.

Application by Individuals

Except as otherwise provided in this Prospectus, individual Applicants of all nationalities over the age of 21 are
eligible to subscribe to the Offer. Applicants under the age of 21 should make their applications through their
legal guardians. Each individual Applicant must submit the following documentation together with a completed
Subscription Application Form:

* The original and copy of the individual’s valid passport or valid international travel document;
e The original and copy of the individual’s valid national identification card or an equivalent document:
- Bahrain nationals: National Identity Card

- GCC nationals: Official identification card or equivalent document issued by the Applicant’s country of
citizenship, or, if a resident of Bahrain, Bahraini National Identity Card

- Other nationalities: Official identification card or equivalent document issued by the Applicant’s country
of citizenship; and

e Proof of permanent residential address if a Subscription Application Form is submitted for Subscription Funds
in excess of BHD 5,000. The proof can consist of a copy of a recent utility bill, bank statement or similar
statement from another bank or financial institution licensed in the country or official documentation, such as
a smartcard, from a public/governmental authority, or a tenancy agreement.

¢ If an individual Applicant has an existing Bahrain Bourse Investor Number (IN) and Securities Account, proof
of such IN and Securities Account is required in the form of a Bahrain Bourse investor card or statement of
account, or a Bahrain Bourse system print-screen. If the Applicant has an existing Securities Account but no
designated broker, then proof of such Investor Number can additionally be in the form of an allotment notice
from a previous IPO of no earlier than 2006.

The following additional documents are required when a person is signing on behalf of an individual Applicant by
way of a power of attorney:

* The original and copy of the valid passport or international travel document of the person applying and
signing on behalf of the individual Applicant;

¢ The original and copy of the valid national identification card or an equivalent document of the person
applying and signing on behalf of the individual Applicant; and

* The original and copy of the notarized power of attorney.
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14.1.2

14.1.3

The following additional documents are required for applications on behalf of Minors:

¢ The original and copy of the valid passport or valid international travel document of the legal guardian
applying and signing on behalf of the Minor;

¢ The original and copy of the government-issued valid national identification card or an equivalent document
of the legal guardian applying and signing on behalf of the Minor; and

¢ Unless the legal guardian signing on behalf of the Minor is the Minor’s father, the original and copy of the
proof of guardianship to the applying Minor.

Application by Institutions

All institutions must provide the following documentation together with a completed Subscription Application
Form:

e A copy of a valid commercial registration certificate of the institution;
® A copy of the memorandum and articles of association, or equivalent, of the institution;

e The original and copy of the valid passport or international travel document of the person(s) signing on behalf
of the institution;

* The original and copy of a valid national identification card of the person(s) signing on behalf of the institution:
- Bahrain nationals: National Identity Card

- GCC nationals: Official identification card or equivalent document issued by the Applicant’s country of
citizenship, or, if a resident of Bahrain, Bahraini National Identity Card

- Other nationalities: Official identification card or equivalent document issued by the Applicant’s country
of citizenship;

e Ifthe institution has an existing Bahrain Bourse Investor Number (IN) and Securities Account, proof of such an
IN and Securities Account is required in the form of a Bahrain Bourse investor card or statement of account, or
a Bahrain Bourse system print-screen. If the Applicant has an existing Securities Account but no designated
broker, then proof of such Investor Number can additionally be in the form of an allotment notice from a
previous IPO of no earlier than 2006; and

e The original and copy of the document authorising the person(s), whose signature(s) appear(s) on the
Subscription Application Form to sign such document on behalf of the institution. Such a document can be
either a power of attorney or a resolution of the board of the institution.

Acknowledgments

By completing and delivering a Subscription Application Form the Applicant (and, if the Subscription Application
Form is being signed on behalf of the Applicant by a third person or a corporation under a power of attorney, that
person or corporation on behalf of the Applicant) must agree to the Subscription Terms and Conditions set out
in sections 14.1.3.1 to 14.1.3.8 below, which shall be legally binding on the Applicant from the time the respective
Subscription Application Form is submitted to the Receiving Bank.

In the case of Applicants making a joint Application the Subscription Terms and Conditions shall apply to each
Applicant and the Applicants’ liability shall be joint and several.

14.1.3.1 Reliance on the Prospectus only

All Applicants shall:

e confirm that, in making an application, the Applicant is not relying on any information or representation
in relation to the Company other than the information contained in this Prospectus, and, accordingly, the
Applicant agrees that no person responsible solely or jointly for the Prospectus or any part thereof or involved
in the preparation thereof shall have any liability for any information other than the information contained in
this Prospectus;

e agree that none of the Receiving Bank or Issue Managers will treat the Applicant as their customer by virtue
of the Applicant's application being accepted or owe the Applicant any duties or responsibilities concerning
the price of the Offer Shares or the suitability for the Applicant of the Offer Shares or be responsible to the
Applicant for providing the protections afforded to their customers; and

* agree that, having had the opportunity to read this Prospectus, the Applicant shall be deemed to have
had notice of all information and representations concerning the Company and the Offer Shares contained
herein, including those contained in the Memorandum and Articles of Association and the Post-Conversion
Memorandum and Articles of Association.
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14.1.3.2 Capacity and compliance with laws

All Applicants shall:

represent and warrant that the Applicant has the legal capacity and authority and is permitted by applicable
law to execute and deliver the Subscription Application Form and that, if somebody else signs the Subscription
Application Form on behalf of the Applicant, that other person has due authority to do so on behalf of the
Applicant, and the Applicant will also be bound accordingly and will be deemed also to have given the
confirmations, representations, warranties, undertakings and authorities contained herein and undertake to
enclose the other person’s power of attorney or appropriate authority or a copy thereof duly certified by a
solicitor or bank with the Subscription Application Form;

represent and warrant that the Applicant has sufficient knowledge and experience in financial and business
matters, and that the Applicant is capable of evaluating and has evaluated the merits and risks of acquiring
Offer Shares;

warrant that, if the Applicant is an individual, the Applicant is over the age of 21 and has the legal capacity to
complete the Subscription Application Form. Applicants under the age of 21 should make their applications
through their legal guardian; and

represent and warrant that all consents required to be obtained and all legal requirements necessary to be
complied with or observed in order for the Subscription Application Form and the Allotment and issuance of
Offer Shares to the Applicant to be lawful and valid under the laws of any jurisdiction to which the Applicant
is subject have been obtained, complied with and observed.

14.1.3.3 Acceptance of applications

The Applicant shall:

agree to subscribe for the number of Offer Shares specified in the Subscription Application Form (or such lesser
number for which the application is accepted) on the terms of and subject to the conditions of this Prospectus,
the Subscription Terms and Conditions, and subject to the Memorandum and Articles of Association and the
Post-Conversion Memorandum and Articles of Association;

understand that the Company and the Issue Managers reserve the right to reject in whole or part, or to scale
down or limit, any application. The Company may treat applications as valid and binding even if not made in
all respects in accordance with the prescribed instructions and the Subscription Terms and Conditions. If any
application is not accepted in full, the Subscription Funds or as the case may be, the balance thereof, will be
returned in the currency in which they were paid at the Applicant’s risk and without deduction or profit; and

agree that, in consideration of the Company and the Issue Managers processing the Applicant’s application,
the Subscription Application Form cannot be amended or revoked after it is submitted to the Receiving
Bank, and the Subscription Funds, once deposited with the Receiving Bank, will not be returned except if the
Subscription Application Form is rejected.

14.1.3.4 Money laundering

The Applicant shall:

consent to the passing on of any information about the Applicant to any relevant regulatory authorities by the
Company or the Receiving Bank or their delegates;

acknowledge that due to money laundering requirements operating within their respective jurisdictions, the
Company and/or the Receiving Bank and/or the Issue Managers may require further identification of the
Applicant(s) and source of funds before applications for Offer Shares can be processed and the Applicant shall
hold the Company, the Receiving Bank and the Issue Managers harmless and indemnified against any loss
arising from the failure to process the application for Offer Shares, if such information as has been required
from the Applicant has not been provided within the allotted time to the satisfaction of the party requesting
such information; and

understand and agree that any funds to be returned may be retained pending clearance of the Applicants
remittance and the completion of any verification of identity and/or source of funds required by the Company
and/or the Receiving Bank and/or the Issue Managers.

14.1.3.5 Continuing obligations

All Applicants shall:

repeat these undertakings, representations and warranties to the Company, the Receiving Bank and the
Issue Managers on such future occasions as the Company and/or the Receiving Bank and/or one of the
Issue Managers may request, and will immediately provide on request such certificates, documents or other
evidence as the Company and/or the Receiving Bank and/or one of the Issue Managers may reasonably
require to substantiate such undertakings, representations and warranties;
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¢ notify the Company immediately if the Applicant becomes aware that any of these undertakings,
representations and warranties are no longer accurate and complete in all respects, and agrees immediately
to tender to the Company for redemption a sufficient number of Offer Shares to allow the undertaking,
representation or warranty to be made accurately and complete; and

e understand that if any of the representations, warranties, or undertakings given by the Applicant in the
Subscription Application Form is untrue at any time, the Directors in their sole discretion may require a
retroactive redemption of all or some of the Applicants Offer Shares at the Offer Price.

14.1.3.6 Indemnity

The Applicants shall:

e agree to indemnify and hold harmless the Company, the Directors, the Issue Managers, the Receiving Bank,
the Issue Coordinator, their affiliates and each other person, if any, who controls or is controlled by any
thereof, against any and all loss, liability, claim, damage and expense whatsoever (including, but not limited
to, any and all expenses and costs (including internal and external attorneys’ costs) incurred in investigating,
preparing or defending against any litigation commenced or threatened or any claim whatsoever) arising out
of or based on:

* any false or misleading or inaccurate representation or warranty or breach or failure by the Applicant to
comply with any covenant or agreement made by the Applicant or in any other document furnished by the
Applicant to any of the foregoing in connection with the Offering; and/or

® any actions for securities laws violations instituted against the Applicant which is resolved by judgment
against the Applicant; and/or

e the Applicant’s failure to provide source of funds information.

14.1.3.7 Multiple applications

The Applicant shall:

e represent and warrant that only one Subscription Application Form in relation to the Offering will be submitted
by the Applicant or on behalf of the Applicant.

14.1.3.8 Entire agreement

14.2

14.3

The Applicant shall:

e understand that this Prospectus and the Subscription Application Form and all related terms, conditions
and covenants shall be binding upon and inure to the benefit of the Company, the Receiving Bank and
the Issue Managers and their respective successors, permitted assigns, executors, administrators and heirs,
provided that, except as specifically contemplated herein, neither this Prospectus nor the Subscription
Application Form nor any of the rights, interests or obligations arising pursuant hereto or thereto shall
be assigned, transferred, made the subject of a contract or delegated by the Applicant without the prior
written consent of the Company. This Prospectus and the Subscription Application Form set forth the entire
agreement and understanding between the Applicant and the parties listed above and supersede all prior
and contemporaneous discussions, agreements and understandings among the Applicant and the parties
listed above in connection with the subscription for Shares.

An Applicant that receives a copy of this Prospectus or the Subscription Application Form in any territory may not
treat the same as constituting an invitation to the Applicant to acquire, subscribe for or purchase Offer Shares
unless such an acquisition, subscription or purchase complies with any registration or other legal requirements in
the relevant territory.

Subscription Restrictions

The Shares will be registered and indivisible. The Offer Shares are offered to Applicants fulfilling the Subscription
Terms and Conditions.

The Founders are not eligible to apply for any Offer Shares.

Offering Period

The Offering Period starts at the commencement of normal banking hours on 2 September 2014 and closes at the
cessation of normal banking hours on 16 September 2014. The Banking Hours for each Approved Branch are set
out in section 14.4 below.

The Receiving Bank may extend the collection hours or days after obtaining the necessary approvals.
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14.4 Receiving Bank

The Receiving Bank will collect all Subscription Funds during the Offer Period. The Approved Branches of
the Receiving Bank as set out below will receive the completed Subscription Application Forms together with
Subscription Funds from Applicants in accordance with the Subscription Terms and Conditions.

Table 101 — Approved Branches Addresses and Opening Times

Branch Name Address Telephone Fax Opening Opening
Number(s) Number Days Hours
Muharraq Building 112, Sh. Salman Avenue, 17349119 17349112 Sunday- 8:00-17:00
Financial Mall Block 207, Muharrag 17349113 Thursday
Adliya Financial Building 1566, Road 2733, Block 17711411 17711401 Sunday - 8:00-17:00
Mall 327, Manama 17711413 Thursday
Riffa Financial ~ Building 2632, Road 1277, Block 17656577 17650494  Saturday-  8:00 - 18:00
Mall 912, West Riffa 17656578 Thursday
Budaiya Building 590, Road 1809, Block 17796006 17796022  Saturday-  7:30-17:30
Financial Mall 518, Barbar 17796008 Thursday
Main Branch Building 43, Government 17207577 17210636  Sunday — 7:30 - 14:30
Avenue, Block 305, Manama Thursday
City Center Shop 1168, City Center Shopping 17172550 17172552  Saturday-  10:00 - 18:00
Branch Mall, Building 2758, Road 4650, 17172570 Wednesday
Block 346, Manama
Hamad Town Rowdha Shopping Centre, 17420939 17420821  Saturday-  8:30-17:00
Branch Roundabout 10 17420936 Wednesday
Building 3847, Road 1059, Block
1210, Hamad Town
Diplomatic Building 582, Road 1706, Block 17534008 17535683  Sunday — 7:30-16:00
Area Branch 317, Manama 17534009 Thursday

The Receiving Bank may extend the number of Approved Branches during the IPO and receive applications
through an offsite location subject to regulatory approval.

14.5 Mode of Payment

Applicants must remit to an Approved Branch their cleared Subscription Funds in Bahraini Dinars together with
any applicable Investor Number Fee and Securities Account Fee, net of any bank charges at the time of submitting
their Subscription Application Form. If for any reason the instrument by which they have paid their Subscription
Funds is returned, or insufficient Subscription Funds are received, or cleared funds are not available within two
Calendar Days after the Subscription Closing Date, the application may be rejected in whole or in part.

Applicants may make payments as follows:
* by way of internal transfer from an account held with the Receiving Bank;
* by way of manager’s cheque/demand draft (to be drawn in Bahraini Dinars for the Receiving Bank); or

* by way of telegraphic transfer (payment instructions to clearly mention the related Subscription Application
Form number and the amount of funds that are payable, net of any bank charges). Telegraphic transfers can
only be made in Bahraini Dinars and can only be made for amounts greater than BHD 500.

The Applicants are responsible to pay any fees or charges associated with the transfer of Subscription Funds by
the Receiving Bank.

Cash deposits or personal cheques will not be accepted.
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14.6

14.7

All telegraphic transfers must include the following information:

Bank: BBK

SWIFT: BBKU BHBM

Account name: ZAIN BAHRAIN - IPO

Account number: 100000341889

IBAN: BH33 BBKU 0010 0000 3418 89

Currency: Bahraini Dinar

Reference: Application Number (Subscription Form Application number)

All Subscription Funds received should be net of any banking fees and charges. All such fees and charges such
as transfer charges and manager’s cheque/banker's demand draft fees shall be borne by the Applicant. The fees
and charges of the Receiving Bank that might be charged for each mode of payment are as determined by the
Receiving Bank.

Applicants will receive a receipt of acknowledgement from the Receiving Bank on submission of their Subscription
Application Form. No profit or interest shall be payable to Applicants in respect of Subscription Funds collected
by the Receiving Bank in the subscription account regardless of whether such funds are returned to the Applicant
in whole or in part.

Rejected Applications

Applications to subscribe for Offer Shares pursuant to the Offer may be rejected in whole or in part at the
discretion of the Issue Managers, the Company or the Receiving Bank and the following factors may or may not
be taken into account in making this decision:

e The Applicant’s eligibility to apply for Offer Shares pursuant to the Offering
e Whether Subscription Funds have been paid in full before the Subscription Closing Date

e Whether the Subscription Application Form is incomplete or inaccurate as to any detail or the required
documents are not attached with the Subscription Application Form or are not provided within requested
timeframes

® The Applicant submitted more than one Subscription Application Form.
Applicants will be informed of any rejected applications on the Distribution of Refunds Date.

A decision by the Company rejecting a Subscription Application Form and the Allotment of Ordinary Shares shall
be final and conclusive.

Allotment

The Offer Shares shall be allotted to Applicants on the Allotment Date.

An Applicant will be categorised as either an Institutional Applicant or a Retail Applicant based on the criteria set
out below:

¢ An Applicant is deemed to be an Institutional Applicant if it subscribes for a minimum of 100,001 Ordinary
Shares.

e An Applicant is deemed to be a Retail Applicant if it subscribes for less than or equal to 100,000 Ordinary
Shares.

If the total number of Ordinary Shares applied for by Eligible Applicants is less than or equal to the number of
Offer Shares offered, all Eligible Applicants will be allotted the number of Ordinary Shares they have applied for.

If the total number of Ordinary Shares applied for by Eligible Applicants exceeds the number of Offer Shares
offered, the Company shall, in consultation with the Issue Managers, establish an Allotment basis in which the
Offer Shares will be allocated as set out below:

e If the number of Ordinary Shares applied for by Institutional Applicants is less than 24,000,000, Offer Shares
will be allotted to all Eligible Applicants (Retail Applicants and Institutional Applicants) pro-rata to the number
of Ordinary Shares each Applicant applied for.

¢ If the number of Ordinary Shares applied for by Retail Applicants is less than 24,000,000, all Retail Applicants
will be allotted the number of Ordinary Shares they have applied for. The remaining Offer Shares, after
allocation to Retail Applicants, will be allotted pro-rata to the Institutional Applicants based on the number of
Ordinary Shares each Institutional Applicant applied for.

¢ If the number of Ordinary Shares applied for under each category, Retail Applicants and Institutional
Applicants, exceeds 24,000,000, Applicants under each category will be allotted 24,000,000 Offer Shares pro-
rata to the number of Ordinary Shares each Applicant applied for under its respective category.
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14.8

Other subscription and allotment conditions are set out below:

e The results of the subscription and confirmation of the basis of Allotment will be published in two local
newspapers in the Kingdom of Bahrain within two Business Days of the Subscription Closing Date. The
decision of the Company and the Issue Managers on the basis of Allotment and on each individual Allotment
shall be final.

e Applicants under the age of 21 should make their applications through their legal guardians.

* No Shares shall be allotted pursuant to this Prospectus on any date falling three months after the date of the
registration of this Prospectus by the CBB.

All Eligible Applicants will be required to make payment at the time that they submit a Subscription Application
Form, and such funds will be held in the Subscription Monies Bank Account maintained by the Receiving Bank.
On the Allotment Date, Applicants’ deposits in the Subscription Monies Bank Account will be transferred to the
Company’s Share Capital Account.

The final allocation of Ordinary Shares will be determined by the Company, such that an Applicant may receive
fewer than the number of Offer Shares applied for. Neither the Company nor the Receiving Bank nor any other
person provides any Applicant with any assurance, representation, warranty, covenant or other statement to the
effect that it will receive the full Allotment of Ordinary Shares requested by the Applicant in the Subscription
Application Form.

Distribution of Allotment Notices and Refunds

Following the Allotment of the Offer Shares offered and on the Distribution of Refunds Date, Allotment Notices
informing all Applicants of their respective allotments of the Offer Shares pursuant to the IPO will be made
available for collection from the Bahrain Bourse or the Applicants’ designated brokerages.

On the Distribution of Refunds Date, the Receiving Bank will:

e pay to the Company in BHD an amount equal to the Offer Price multiplied by the number of Offer Shares
allotted to Applicants; and

e return, in BHD, the Subscription Funds paid by Applicants in respect of Offer Shares they applied for and were
not allotted.

All funds distributed by the Receiving Bank will be distributed without deduction, but will not include any profit or
interest derived from such funds, which, if any, shall be for the account of the Receiving Bank.

Any refund amount will be returned by the Receiving Bank in one of the following forms, as and if applicable:

e By way of refund cheques for Applicants who paid their Subscription Funds by way of manager's cheques/
demand drafts. Such Applicants shall be required to collect their respective refund cheques (if any) from the
particular Approved Branch of the Receiving Bank at which they submitted their Subscription Application
Forms, within 30 calendar days starting on the Distribution of Refunds Date

* By way of telegraphic transfers for Applicants who paid their Subscription Funds by way of telegraphic
transfers. All bank charges for such telegraphic transfers shall be borne by the Applicant

* By way of crediting the Applicant’s bank account for Applicants who hold bank accounts with the Receiving
Bank and have paid their Subscription Funds by way of internal transfers from such accounts.

All Applicants authorise the Company and the Receiving Bank to make the respective refunds, if any, through the
applicable methods described above.

In the event that an application is rejected in whole or in part or if the Offering does not proceed, the Subscription
Funds or the balance thereof will be returned to the Applicant at the risk and cost of the Applicant and without
accounting for any profit or interest derived from such funds which, if any, shall be for the account of the Receiving
Bank.

The Ordinary Shares will be in a dematerialized form, and there will be no physical certificates representing
the Ordinary Shares. Delivery of the Allotment Notices shall not constitute proof of ownership of the Ordinary
Shares. Receipt of the Allotment Notice is proof that the Allotted Shares have been deposited into the Applicant’s
Depository Account. The Allotment Notice must not be used to sell the Offer Shares before the listing on the
Bahrain Bourse. The Allotment Notice shall provide all relevant details to the Applicant regarding the allotted
Shares.
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14.9 Announcements

The Issuer, the Lead Manager and/or other appointed advisors appointed by the Issuer will make the following
announcements in relation to this Offering:

* An announcement of the Offering together with a summary of the Prospectus will be published in at least
two local newspapers in the Kingdom of Bahrain, one in Arabic and one in English, five days before the
Subscription Opening Date.

® The results of the subscription and confirmation of the basis of Allotment will be published in at least two
local newspapers in the Kingdom of Bahrain, one in Arabic and one in English, within two Business Days of
the Subscription Closing Date.

® An announcement will be made on the Distribution of Refunds Date in at least two local newspapers in the
Kingdom of Bahrain, one in Arabic and one in English, to the effect that Allotment Notices to all Applicants
are made available for collection from the Bahrain Bourse or the Applicants’ designated Brokerages, and
that excess Subscription Funds, if any, are either ready for collection (in the form of cheques) or have been
processed for crediting the Applicants’ bank accounts, as the case may be.
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15

15.1

15.2

15.2.1

Additional Information

Share Capital Structure

Since 12 March 2007, the Company's authorised, issued and fully-paid share capital amounted to BHD 32,000,000
divided into 32,000,000 Ordinary Shares with nominal value of BHD 1 each. Pursuant to the EGM held on 28
July 2013, the Company's authorised share capital was resolved to be increased from BHD 32,000,000 to BHD
36,800,000 and each Ordinary Share of BHD 1 was resolved to be split into 10 Ordinary Shares, each with a
nominal value of 100 fils. The stock split will be effective on Conversion. The following table presents the Pre-IPO
and the Post-IPO shareholding in the Company based on 48,000,000 Offer Shares being issued in the Offering.

Table 102 - Pre- and post-IPO Share Capital Structure

Pre-IPO % of Pre-IPO Post-IPO % Post-IPO
Shareholder Ownership number of Shares of Ownership number of Shares
Mobile Telecommunications Company K.S.C. 63.00% 20,160,000 54.78% 201,600,000
Shaikh Ahmed Bin Ali Al Khalifa 18.52% 5,926,000 16.10% 59,260,000
Other Founders 18.48% 5,914,000 16.07% 59,140,000
New shareholders - - 13.04% 48,000,000
Total 100.00% 32,000,000 100.00% 368,000,000

There is no agreement for the purchase of Shares or for options to purchase Shares or any commitments for the
issue or transfer of Shares in the Company.

Post-Conversion Memorandum and Articles of Association

The Post-Conversion Memorandum and Articles of Association set out in Appendix B to this Prospectus will
govern the Company upon its conversion to a public joint stock company. Below is a summary of some of the key
matters described in the Post-Conversion Memorandum and Articles of Association.

Board of Directors

Based on the Memorandum and Articles of Association, the Commercial Companies Law and the CG-Framework
of Zain Bahrain the Board shall meet at least four times in every financial year, or more frequently, as deemed
necessary.

Based on the Memorandum and Articles of Association, the Commercial Companies Law and the CG Framework,
decisions of the Board are made by an affirmative vote of a simple majority of its members present at a meeting.

Based on the Commercial Companies Law, in order for an individual to qualify to the Board, he/she, or the person
he/she represents, must own at least 1% of the Company. There are exceptions to this rule for those Directors
with expertise who are neither Founders nor Shareholders but instead have been appointed pursuant to the Post-
Conversion Memorandum and Articles of Association.

Regardless of how the Director qualifies for his/her position on the Board, the Post-Conversion Memorandum and
Articles of Association do not specify any requirement for involuntary retirement so the Director can continue his/
her role indefinitely dependent on being re-elected every three years.

There are certain circumstances in which a Director's membership can be terminated, for example where he/she
was appointed or elected contrary to the provisions of the Commercial Companies Law or the Post-Conversion
Memorandum and Articles of Association and where he/she has misused his/her position as a Director in carrying
on business that is competitive to that of the Company or if he/she causes actual damage to it.

In addition, Shareholders representing at least 10.0% of the Company’s paid-up capital could request in writing
the removal of all or any of the members of the Board and such request shall be decided upon by the General
Assembly of the Company.

Within the scope of its power, the Board can borrow funds on behalf of the Company, as well as apply for financing
and issuing sukuk. The power of the Board can be varied by way of an amendment to the Post-Conversion
Memorandum and Articles of Association at a convening of an EGM.

Individually, a Director cannot vote on any contract or arrangement in which he/she has a material interest. A
Director must notify the Board of his/her personal interest in any existing or proposed transaction or contract,
whether direct or indirect, and cannot participate in any further deliberations or voting passed in this respect. If
he/she does vote, it will not be counted unless his/her vote is necessary in order to make the required quorum for
the Board meeting.
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15.2.2

15.2.3

The Board can take it upon themselves to specify their own remuneration so long as the total of such an amount
does not exceed 10.0% of the net profit of any financial year, after the deduction of all legal reserve funds and
after the distribution of the Company’s profits of not less than 5.0% of Zain Bahrain's paid-up capital to the
Shareholders.

However, in relation to their voting rights, Directors are unable to vote on any resolution relating to their salaries
and remunerations. In addition, this will be subject to the restrictions of the Corporate Governance Code and the
recommendations of the Nomination and Remuneration Committee.

Company's Shares

In relation to the Company’s Shares, which all relate to one class of Shares, the Post-Conversion Memorandum
and Articles of Association dictate that the rights attached to each Share entitle each Shareholder to his/her share
of the dividends, if declared, on distribution of the profits of the Company by way of dividend, his/her share of the
capital in case of any reduction of the capital and his/her share of the Company’s surplus assets upon liquidation.

The Shareholder who is entitled to any dividend which is declared, is the Shareholder registered as the latest
owner of the Shares registered in the Company's register at the time of approval by the General Assembly of the
financial statement and the distribution of profits.

Each Share entitles its owner to one vote at the General Assemblies. The Company’s major Shareholders do not
have different voting rights than other Shareholders. Capital can be increased by the issuing of new Shares to
cover the required increase or through transferring reserve funds to the capital.

It is worth noting that there are no limitations on the rights of foreign Shareholders to hold, or to exercise voting
rights on the securities by the Post-Conversion Memorandum and Articles of Association. Non-Bahraini nationals
shall have the right to own and deal in the Shares as an exception to the provisions of Article 119 of the Commercial
Companies Law pursuant to a resolution of the MolC.

General Assembly Meetings

The EGM may resolve to reduce the capital of the Company either by reducing the nominal value of the Shares
or cancelling a number of Shares equal to the amount of the decided reduction. If the capital reduction is made
by way of cancelling a number of Shares, a number of Shares owned by each Shareholder shall be cancelled in
proportion to the percentage of the capital reduction, provided that the Shareholder shall not be deprived of
sharing in the Company.

The Chairman has the authority to summon an ordinary General Assembly, at a time and place decided upon
by the Board. Such an assembly is required at least once every financial year (within three months following the
end of the financial year) but must also be summoned by the Board if requested by the Company’s External
Auditors or at least a number of Shareholders representing 10% of the capital of the Company provided that
they shall have serious cause for such request. The MolC may also summon a General Assembly if: a proposed
meeting is missed and a further month elapses; or if the number of members of the Board falls below the required
quorum for holding the Board's meetings; or if a number of Shareholders representing 10% of the Company’s
capital provides the MolC with serious reasonable grounds justifying the request; or the Minister of Industry and
Commerce may by resolution summon the General Assembly whenever he/she deems that there are reasons
requiring such action.

In order to convene a General Assembly (whether ordinary or extraordinary), a notice (including the meeting’s
agenda) shall be published in at least two daily newspapers (both in Arabic, one of which is local) at least 15 days
before the General Assembly meeting is to be scheduled. Furthermore, copies of this notice are to be sent to the
MolC at least 10 days before the General Assembly meeting.

The Board shall prepare the agenda for the General Assembly unless the General Assembly is summoned by the
Shareholders, at the request of the Company’s External Auditors or on a directive from the MolC, in which case
the agenda shall be prepared by those who summoned the General Assembly meeting. Persons lacking capacity
or under legal incapacity shall be represented at the General Assembly by their legal representatives.

Proxies and the capacity of the delegation with the Company must be received at least twenty four (24) hours
before the General Assembly meeting. No Shareholder may vote for himself/herself or on behalf of whoever he/
she represents on issues in which he/she has a personal interest or on a dispute existing between him/her and the
Company.

An ordinary General Assembly shall not be valid unless attended by Shareholders having voting rights and
representing more than one half (1/2) of the Shares of the Company. If that quorum is not obtained, the ordinary
General Assembly shall be called to convene for a second meeting, with the same agenda, to be held within a
period of not less than seven days and not more than 15 days after the date of the first ordinary General Assembly
meeting. The second ordinary General Assembly meeting shall be valid if attended by Shareholders having the
right to vote and representing at least 30% of the Company’s capital. If that quorum is not obtained, the ordinary
General Assembly shall be called to convene for a third meeting, with the same agenda, to be held within a period
of not less than seven days and not more than 15 days after the date of the second ordinary General Assembly
meeting. The third ordinary General Assembly meeting shall be valid irrespective of the number of Shareholders
present. New notices of the second and third ordinary General Assembly meetings need not be sent, if their dates
were fixed in the notice given in respect of the first ordinary General Assembly meeting, provided that the notice
shall be published to the effect that these two ordinary General Assembly meetings were not held in at least two
daily Arabic newspapers, one of which shall be local.
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15.2.4

Al resolutions at the ordinary General Assembly must be adopted by a majority of Shareholders represented
at the ordinary General Assembly meeting, and in the event of a tie, the Chairman of the meeting shall have a
casting vote.

An EGM is held on summons from the Board or by a written request from the Shareholders making up at least
10% of the Company’s capital. If it is the latter, the Board will be required to call for the EGM within one month
of receiving the request. If this does not materialise, the MolC have the ability to call the meeting themselves
within the 15 days preceding the expiry of the aforementioned one month timeframe. Resolutions at an EGM are
passed by a two thirds (2/3) majority of Shares represented at the meeting. However, if the resolution relates to the
increase or reduction of the Company’s capital, extension of the term of the Company, or dissolution or merger of
the Company with another company, then the resolution must be passed by a 75% majority of the Shares present.
An EGM shall not be validly held unless attended by Shareholders representing at least two thirds (2/3) of the
Shares. If that quorum could not be obtained, summons should be sent for a second EGM which shall be held
within the next 15 days following the date of the first EGM. The quorum for the second EGM shall be valid if it was
attended by Shareholders representing more than one third (1/3) of the Shares. If a quorum could not be obtained
for the second EGM, summons shall be sent for a third EGM which shall be held after the lapse of 15 days of the
date of the second EGM. The third EGM shall be valid if attended by Shareholders representing one quarter (1/4)
of the Shares. New notices for the second and third EGMs need not be given if their dates were fixed in the notice
given in respect of the first and the second EGMs, provided that the notice shall be published to the effect that
these two EGMs were not held, as the case may be, in local newspapers.

The Company’s Shareholders may take the following actions at the EGM:

¢ Amend the Company's Memorandum and Articles of Association and extend its term;

® Increase or reduce the Company's share capital;

¢ Sell the entire project carried out by the Company or dispose of it in any other manner; and
e Wind up the Company or agree to merge it with another company.

Resolutions adopted at the General Assembly in accordance with the Commercial Companies Law or the
Company’s Post-Conversion Memorandum and Articles of Association shall be binding on all Shareholders
whether they were present at the General Assembly meeting at which the said resolutions were passed or absent
or whether they voted for or against such resolutions.

The Commercial Companies Law and all other applicable laws and regulations will determine all the matters of
the Company of a governance nature which are not expressly addressed in the Post-Conversion Memorandum
and Articles of Association of the Company.

Except where expressly stated in this Prospectus, no limitations are set out, in the Post-Conversion Memorandum
and Articles of Association of the Company, on the rights to own Shares.

Shareholder Legal and Regulatory Matters

A descriptive summary of some additional provisions set forth in the Post-Conversion Memorandum and Articles
of Association that will govern the Company upon its conversion to a public joint stock company, the Commercial
Companies Law and the regulations of the MolC that pertain to the Company’s share capital, management,
periodical and occasional disclosures, as well as other corporate issues applicable to the Company are set out
below.

This is not an exhaustive summary of the matters addressed. It merely provides an overview of some provisions of
the Company's Post-Conversion Memorandum and Articles of Association, Commercial Companies Law and the
regulations of the MolC.

The descriptions in this Prospectus of the rights and obligations of each Shareholder by virtue of their owning
Shares in the Company do not constitute advice and are not intended to be exhaustive, but rather they are an
indication of some of the rights and obligations which will attach to the issued Shares. Applicants should ensure
that they are advised independently as to the full extent of these rights and obligations.

15.2.4.1 General

The Company is currently a closed joint stock company incorporated under the laws of Bahrain and has applied
to the MolC to convert to a public joint stock company. Its head office is located in Manama, Kingdom of Bahrain.
Documentation of the Company's incorporation is duly registered with the MolC under commercial registration
number 50603.

The Shares shall begin trading on the Bahrain Bourse on the Commencement of Trading Date under the symbol
"ZAINBH"

ZAIN BAHRAIN B.S.C.(c) PROSPECTUS 125



15.2.4.2 Corporate Purpose

The Company’s corporate purpose, as defined in Article 3 of its Post-Conversion Memorandum and Articles of
Association, consists of the activities set out below:

¢ To hold the second mobile licence in the Kingdom of Bahrain and to build, roll out and commercially operate
the associated mobile network, and such other related business as the board of directors may determine

e Toimport, export and sell independent communication systems

* To provide mobile telecommunication services

* To provide communication products and services and support services

¢ To provide international telecommunications facilities services

e To act as an internet services provider

* To provide VAS services

* To build, roll out and commercially operate a National Fixed Wireless Services

* Todo all such acts and things as shall be necessary for or conducive to the attainment of the foregoing objects

e To show interest, or participate in any manner, in institutions which carry on similar activities or which may
assist the Company in realising its own objectives in the Kingdom of Bahrain or abroad. The Company may
acquire such entities or merge therewith.

15.2.4.3 Ordinary General Assembly

At the ordinary General Assembly, the Shareholders of the Company may consider all matters relating to the
Company and adopt appropriate resolutions in relation to any such matters, except such matters that are
specifically reserved by the Commercial Companies Law in Bahrain to be deliberated upon at the EGM. The
Company’s Shareholders may, among other actions, take the following actions at an ordinary General Assembly:

e Elect and/or dismiss members of the Board
e Determine the remuneration of the members of the Board

e Consider and approve the Board's report on the Company's activities and financial position during the
preceding financial year

¢ Discharge or refuse to discharge the members of the Board from any liability

¢ Appoint one or more auditors for the following financial year and determine his/their fees, or authorise the
Board to do the same

e Consider the auditor’s report on the financial statements for the preceding financial year

e Approve the profit and loss account, the statement of financial position and the statement allocating the net
profits, and determine the dividends

e Consider and decide on the recommendations relating to issuance of bonds, borrowing, mortgaging and
issuing of guarantees

15.2.4.4 Location of the General Assembly
The Company's General Assembly convenes in Bahrain.

The Shareholders wishing to attend a meeting of the General Assembly must produce proof of ownership of
the Shares they intend to vote, including identification and/or a power of attorney that evidences their legal
representation of another Shareholder.

A Shareholder who is a corporate entity may appoint a representative to attend a General Assembly and to vote
thereat on its behalf. If the Shareholder is a natural person and is unable to attend the General Assembly, he
may appoint another Shareholder or a third party to act as his proxy, provided that such proxy shall not be the
Chairman, a member of the Board of Directors or an employee of the Company, without prejudice to the right to
give proxy to relatives of the first degree nor to the eligibility of the representatives of Minors and persons lacking
legal capacity to attend the General Assembly on their behalf.

A proxy of a natural person may not represent a number of votes exceeding 5% of the issued share capital.

Delegation to representatives’ power of attorney and proxy instruments shall be issued and the representation
capacity shall be provided to the Company at least 24 hours prior to the date of the General Assembly. No
member shall participate in voting whether on his own behalf or on behalf of those whom he represents or
for whom he is acting as proxy on issues in which he has a personal interest or in respect of a standing dispute
between him and the Company.

Shareholders who do not satisfy the conditions described above may not be permitted to participate in meetings
of the General Assembly.

126 ZAIN BAHRAIN B.S.C.(c) PROSPECTUS



15.2.4.5 Restrictions on certain share transfers

15.3

15.4

15.5

15.6

15.7

15.8
15.8.1

Pursuant to the laws of Bahrain, the Founders are restricted from transferring their Ordinary Shares for a period of
one year beginning on the date of listing of the Ordinary Shares on the Bahrain Bourse.

Material Contracts

Material contracts which the Issuer is currently a party to were disclosed in section 7.6 of this Prospectus and the
Issuer confirms that there are no material contracts which have been terminated in the past two years.

Exchange Controls

There are no currency or exchange control restrictions currently in force under the laws of Bahrain and the free
transfer of currency into and out of the Kingdom of Bahrain is permitted, subject to any anti-money laundering
regulations and international regulations in force from time to time.

Taxation

Except for certain taxes imposed on oil and gas companies and insurance against unemployment, Bahrain levies
no taxes on income, capital gains, sales, estates, interest income, dividends, royalties or fees. Furthermore, no
withholding taxes exist.

Dividends

The dividend policy of the Issuer is described in section 11.5 of the Prospectus “Dividends Distributions”.

There are presently no restrictions on issuing dividends. Shareholders are entitled to dividends, once declared
and approved at its General Assembly which must be convened within three months of the Company’s financial
year-end.

Dividends, paid to beneficial owners who are not Bahrain residents and do not have a permanent establishment
in Bahrain to which the Ordinary Shares are effectively connected, are not subject to taxes. Dividends to non-
resident natural or legal persons will be remitted by wire transfer.

Statement by Experts

Reports have been prepared by the following experts exclusively for use in this prospectus:

e Deloitte Corporate Finance Limited, with offices located at Al-Zamil Tower, Government Avenue, P.O. Box
421, Manama, Kingdom of Bahrain prepared the auditor’s report for the combined financial statements in
Appendix C for the purpose of incorporation in this Prospectus.

e Center for Corporate Services SAL Beirut Symposium, with offices located at Executive Center, 7th Floor
Horch Tabet, Basha Street, Lebanon prepared the corporate governance report in section 6 for the purposes
of incorporation in this Prospectus.

At the time of publishing this Prospectus all experts have provided their written consent to the inclusion of the
aforementioned information prepared by them in this Prospectus. Furthermore, all reports produced by the
experts are available for inspection.

All other sources of information quoted in this Prospectus are readily available in the public domain and have not
been specifically prepared for this Prospectus. Where possible the source of the information is contained in foot-
notes within this Prospectus.

The Securities Market in Bahrain

Bahrain Bourse

The Bahrain Bourse was established pursuant to Law No. 60 of 2010 to replace the Bahrain Stock Exchange that
was established in 1989.

The Bahrain Bourse is administered by a board of directors appointed by a resolution issued by the Economic
Development Board of Bahrain. At least three of the directors are non-executive independent directors who are
persons that do not represent the interests of the shareholder (which is the Government of Bahrain) but have
proven experience and credentials in the business and financial services community.
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The Bahrain Bourse is governed by the rules and legislation including the Bahrain Bourse's law and all its internal
regulations that are issued by the CBB concerning the capital markets sector in Bahrain. In addition, the Bahrain
Bourse's Internal Regulations issued by Resolution No.13/1988 govern administration and membership of the
Bahrain Bourse and the rules governing listing and trading of securities, including clearing, settlement of trades
and the operation of the central depositary system. Further information is available on the Bahrain Bourse website:
www.bahrainbourse.com.

15.8.2 Settlement of Securities Listed on the Bahrain Bourse

Each investor must open a Depository Account and a trading account with one of the brokerage firms in Bahrain
to the extent that they do not already have such accounts. A broker is an authorised party licensed to conduct
share transactions and who is allowed to execute the buy and sell orders on behalf of an investor.

In order to buy Ordinary Shares in Bahrain, investors must draft a cheque in favour of their brokers in respect of
the value of Ordinary Shares which they wish to buy and the broker’s commission in the settlement bank to avoid
any delay or failure.

In order to sell Ordinary Shares in Bahrain, investors must already hold Ordinary Shares in their Depository
Accounts. The broker enters the investor's orders (sell/buy) in the Bahrain Bourse’s automated trading system.
These orders are matched electronically throughout the trading system without any human intervention.

For any transaction of buying/selling Ordinary Shares, the broker is under an obligation to provide the investor
with a confirmation statement for all transactions the broker has conducted on behalf of the investor on a certain
day. By 09:30 hours local time two Business Days after the day of the transactions, both brokers (buyer's and
seller’s) should finalise all of their obligations on their transaction. The Bahrain Bourse has an obligation to send a
statement of account (stating all investors’ transactions) every six months, to all the depositors in the system.

15.8.3 Capital Markets Supervision Directorate

By Decree No. 21/2002 and the CBB Law, the CBB was empowered with supervisory, legislative and regulatory
authority over the Bahrain Bourse and its activities. The CBB established the CMSD with the mandate of
supervising and regulating Bahrain’s capital markets. The CMSD’s primary objective is to maintain a transparent,
fair and orderly market by upholding and enforcing international standards and protecting investors, thereby
upholding Bahrain's integrity and reputation as a financial hub.

The CMSD has the responsibility for the primary and secondary markets in Bahrain. Furthermore, the CMSD
regulates and supervises all applications for the listing of securities and any other instruments offered to the
general public ensuring that applications fulfil all legal requirements. The CMSD also enforces international
disclosure standards in order to enhance the transparency of Bahrain's market and supervises the Bahrain Bourse,
the clearing system, the settlement system, the depositary and custodial systems, brokerage firms and market
makers. The Company is required to comply with the provisions of the CBB's Rulebook Volume 6 (Capital Markets)
and the Bahrain Bourse's Internal Regulations issued by Resolution No.13/1988 once it has been converted into a
public joint stock company in Bahrain.
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Disputes, Legal Proceedings and Litigations

Other than claims against certain customers for outstanding and overdue payments arising through the
Company's normal business transactions, the Management confirms that as of the date of the Prospectus there
are no material outstanding or pending disputes, legal proceedings or litigation affecting the Company in excess
of BHD 30,000 each.
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17 Applicable Law

Zain Bahrain is incorporated under the laws of the Kingdom of Bahrain. The Offering, including the Allotment
and distribution of Ordinary Shares and the listing of the Ordinary Shares on the Bahrain Bourse, is governed
by the laws of the Kingdom of Bahrain, and any disputes arising thereunder will be submitted to the courts of
the Kingdom of Bahrain. All agreements relating to this Offering, including the Underwriting Agreement, are
also governed by the laws of the Kingdom of Bahrain.
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Documents Available for Inspection

The following documents, or copies thereof, may be inspected at the Company’s head office at Zain Tower,
building No. 401, road No. 2806, block No. 428, Seef District, Kingdom of Bahrain, during usual business hours
on any Business Day from the date of the registration of this Prospectus with the CBB and shall be available for
inspection for a period of at least 6 months thereafter:

The Company’s certificate of incorporation
The Company’s Memorandum and Articles of Association
Industry and market reports:

- Oxford Business Group, “The Report, Bahrain 2013”
- TRA, "Telecommunications Markets Indicators in the Kingdom of Bahrain”, September 2013
- TRA, "Quarterly Market indicators — Data at the end of Q4 2013"

Related party material contracts:

- Parent Company Management Agreement
- Supply Chain Management Services Agreement with Proctel
- Memorandum of Understanding in Relation to the Headquarters of the Company

The reviewed Interim Financial Statement of Zain Bahrain for the three month period ended 31 March 2014

The Audited Financial Statements of Zain Bahrain for the five financial years ended 31 December 2009, 2010,
2011, 2012 and 31 December 2013

Underwriting Agreement

Market Maker agreement

Receiving Bank agreement

Lead Manager agreement

Co-Manager agreement

Telecommunications licences granted to the Company by the TRA

- Individual Mobile Telecommunication Licence (IMTL) dated 19 September 2013

- Individual National Fixed Wireless Services Licence (NFWS) dated 8 January 2007

- Individual International Telecommunications Services Licence dated 1 July 2004

- Individual International Telecommunications Facilities Licence dated 9 May 2004

- Individual Very Small Aperture Terminal Licence (VSAT) dated 9 May 2004

- Internet Services Provider (ISP) Class Licence dated 18 August 2003

- Value Added Services Class Licence (VAS) dated 18 August 2003

- Amended frequency licence dated 19 September 2013 for frequencies in the 900, 1800 and 2100 MHz
bands

- Frequency licence dated 19 September 2013 for additional 5 MHz of spectrum in the 2100 MHz band

- Frequency licence dated 8 January 2007 for frequencies in the 3.5 GHz band

- Revision to 3.5 GHz band frequency license dated 1 December 2008

Certification of conformance to the ISO management system standard 1SO9001:2008 (quality standard)

Certification of conformance to the ISO management system standard 1SO27001:2005 (information security
standard)

Corporate Governance Manuals by the Center for Corporate Services SAL (CCS) (subject to CBB approval)
Avrticle 35 Order No. 1 of 2014, issued by the TRA on 3 July 2014, Ref. LAD 0714 095
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Appendix A: Offering Subscription Application Form
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Zain Bahrain B.S.C.(c)

Words and phrases defined in the prospectus
(the "Prospectus”) issued in relation to the
offering of Ordinary Shares in Zain Bahrain
B.S.C. (c) (the "Company"), shall have the
same meanings where used herein unless the
context otherwise requires.

Offering Subscription Application Form

Offering of 48,000,000 Ordinary Shares of nominal value of 100 fils per Ordlnarg Share
issued at an Offer Price of BHD 0.190 per Share. Opening Date: 2 September 2014 —
Closing Date: 16 September 2014 - Distribution of Refunds Date: 30 September 2014

To: Zain Bahrain B.S.C., P.O. Box 266, Manama, Kingdom of Bahrain

I/we the undersigned (the "Applicant”), having read the Prospectus issued in relation to the Offering of Ordinary Shares in the Company, wish
to apply for Ordinary Shares in the Company subject to the Subscription Terms and Conditions as set out in the Prospectus. I/we acknowledge,
represent and warrant that I/we have read, understand and accept the Prospectus including the Subscription Terms and Conditions and have
had an opportunity to seek independent professional advice in relation to the Offering. Upon executing this Offering Subscription Application
Form, l/we agree to be bound by this Offering Subscription Application Form, the Prospectus and the Subscription Terms and Conditions.

Application No.
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1. Important Details for Bahrain Bourse
Do you have a Bahrain Bourse Investor Number?
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application may be treated as invalid
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A. For Individuals D
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3. Subscription Details
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Total Payable Amount stated in words: BHD
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4. Payment Method
D By Manager's Cheque/Demand Draft (in BHD) No.:

Drawn on a Bank in Bahrain:

D By transfer from my/our account with the Receiving Bank - A/C No.:

* Note: Account’s Authorised Signatory has to sign below.
This account number will be used for refunds (if any).

D By wire transfer to the Receiving Bank
For amounts greater than BHD 500 only. Copy of wire transfer to be attached.

Please see Receiving Bank account details on the back side of the Subscription Application Form.Subscription

Funds received should be net of any bank charges, with all charges to be borne by the Applicant.
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Representative Signature
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Investor’s Signature

For the Subscription Terms and Conditions please refer to the Prospectus

For use by the Receiving Bank

Signature & Seal of the Receiving Bank: ..........ccoiiiiiiiiiiieeceeeeee e

1st Copy (White): Registrar, 2nd Copy (Yellow): Bahrain Bourse, 3rd Copy
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and 4th Copy (Green and Pink): Receiving Bank, 5th Copy (Blue): Applicant



Subscription Terms and Conditions - Please Read Carefully

To the extent of any inconsistency between the Prospectus and this Application Form, the Prospectus shall prevail.
Capitalised terms not defined in this Application Form shall have the meaning set out in the Prospectus. The full
Subscription Terms and Conditions are set out in the Prospectus.

1. PAYMENT

All payments should be made to the order of “Zain Bahrain - IPO". The Receiving Bank account details are:
Bank name: BBK
SWIFT: BBKU BHBM

Account name:  ZAIN BAHRAIN - IPO
Account number: 100000341889

IBAN: BH33BBKU00100000341889
Currency: Bahraini Dinar
Reference: Subscription Form Application number

Applicants must remit to the Receiving Bank, at the time of submitting this Application Form, their cleared Subscription
Funds in Bahraini Dinars net of any bank or other charges. All such charges, which may include charges for transfer,
telegraphic transfer, issue of manager’s cheque or demand draft, Subscription Application Form processing fees, and
foreign currency conversion charges, shall be borne by the Applicant.

Applicants who do not have a Bahrain Bourse Investor Number and a Securities Account are required to add the Investor
Number Fee and/or the Securities Account Fee to their total Subscription Funds by completing section 3(D-F) of the
Application Form and pay the Investor Number Fee and/or Securities Account Fee together with their Subscription
Funds.

2. METHODS OF PAYMENT

Applicants may make payments as follows:

a) by way of internal transfer from an account held with the Receiving Bank;

b) by way of managens cheque/demand draft (to be drawn in Bahraini Dinars for the Receiving Bank); or

¢) by way of telegraphic transfer (payment instructions to clearly mention this Application Form number and the
amount of funds that are payable, net of any bank charges). Telegraphic transfers can only be made in Bahraini
Dinars and can only be made for amounts greater than BHD 500.
Cash deposits or personal cheques will not be accepted. Payments must be in Bahraini Dinars only.

3. APPLICATION SUBMISSION

Applicants can apply for Ordinary Shares at Approved Branches of the Receiving Bank (as set out in section 14.4 of the
Prospectus) during the Offering Period. The Offering Period shall commence on Tuesday, 2 September 2014 and shall
close on Tuesday, 16 September 2014, during the specific working hours of each Approved Branch as detailed in Section
14.4 of the Prospectus.

4. IMPORTANT INFORMATION

a)  For the purpose of listing the Company’s Ordinary Shares on the Bahrain Bourse and subsequent trading by
Applicants, Applicants who do not have a Bahrain Bourse Investor Number are required to apply for a Bahrain
Bourse Investor Number by completing sections 3D-F of this Subscription Application Form and paying the Bahrain
Bourse Investor Number Fee together with their Subscription Funds. Applicants hereby authorize and instruct
the Company to deposit Ordinary Shares allotted to them in the Bahrain Bourse's central depository clearance
settlement system upon finalization of the allotment process.

b)  The Subscription Funds paid are subject to the Subscription Terms and Conditions as set out in the Prospectus.

¢)  The Subscription Application Form must be read in full and completed in full with all the required details.

d)  Following the Allotment of the Offer Shares and by no later than the Distribution of Refunds Date, Allotment
Notices shall be available at the Bahrain Bourse or from the Applicant’s designated brokerage.

e) Acceptance of this Application Form by an Approved Branch of the Receiving Bank is not deemed to be an
acknowledgement by the Company or the Receiving Bank that the Applicant has adhered to these Subscription
Terms and Conditions nor does it create any obligation whatsoever on the Company or the Receiving Bank to
accept this Application Form.

) Any refund amounts will be returned by the Receiving Bank by one of the following methods:

- Refund cheques: For payments made by way of manager’s cheque/demand draft. The Applicant shall be
required to collect his/her respective refund cheque (if any) from the Receiving Bank branch where the Applicant
submitted the Subscription Application Form within 30 days starting on the Distribution of Refunds Date.

- Direct credit: For payments made by way of internal transfer from an account held by the Applicant with the
Receiving Bank. The Applicant’s account with the Receiving Bank shall be credited with the refund amount due
to the Applicant.

- Telegraphic transfer: For payments made by way of telegraphic transfer. All bank charges for such telegraphic
transfers shall be borne by the Applicant.

5. REQUIRED DOCUMENTS

For individuals:
a)  The original and copy of the individuals valid passport or valid international travel document;
b)  The original and copy of the individuals valid national identification card or an equivalent document:
- Bahrain nationals: National Identity Card
- GCC nationals: Official identification card or equivalent document issued by the Applicant’s country of
citizenship, or, if a resident of Bahrain, Bahraini National Identity Card
- Other nationalities: Official identification card or equivalent document issued by the Applicant’s country of
citizenship;
¢)  Proof of permanent residential address if a Subscription Application Form is submitted for Subscription Funds in
excess of BHD 5,000. The proof can consist of a copy of a recent utility bill, bank statement or similar statement from
another bank or financial institution licensed in the country or official documentation, such as a smartcard, from a
public/governmental authority, or a tenancy agreement; and
d)  Ifanindividual Applicant has an existing Investor Number and Securities Account with the Bahrain Bourse, proof
of such an Investor Number and Securities Account is required, in the form of a Bahrain Bourse investor card
or statement account, or a Bahrain Bourse system print-screen. If the Applicant has an existing Bahrain Bourse
Investor Number but no Securities Account, then proof of such Investor Number can additionally be in the form of
an allotment notice from a previous IPO of no earlier than 2006.

The following additional documents are required when a person is signing on behalf of an individual Applicant by way
of a power of attorney:

e)  The original and copy of the valid passport or international travel document of the person applying and signing on
behalf of the individual Applicant;

) The original and copy of the valid national identification card or an equivalent document of the person applying
and signing on behalf of the individual Applicant; and

g)  The original and copy of the notarized power of attorney.

The following additional documents are required for applications on behalf of Minors:

h)  The original and copy of the valid passport or valid international travel document of the legal guardian applying
and signing on behalf of the Minor;

i) The original and copy of the government-issued valid national identification card or an equivalent document of the
legal guardian applying and signing on behalf of the Minor; and

) Unless the legal guardian signing on behalf of the minor is the Minor's father, the original and copy of the proof of
guardianship to the applying Minor.

For Institutions:

a) A copy of avalid commercial registration certificate of the institution;

b) A copy of the memorandum and articles of association, or equivalent, of the institution;

¢)  The original and copy of the valid passport or international travel document of the person(s) signing on behalf of
the institution;

d)  The original and copy of a valid national identification card of the person(s) signing on behalf of the institution:

- Bahrain nationals: National Identity Card

GCC nationals: Official identification card or equivalent document issued by the Applicants country of

citizenship, or, if a resident of Bahrain, Bahraini National Identity Card
- Other nationalities: Official identification card or equivalent document issued by the Applicant’s country of

citizenship;

e) Ifthe institution has an existing Investor Number and Securities Account with the Bahrain Bourse, proof of such an
Investor Number and Securities Account is required in the form of a Bahrain Bourse investor card or statement of
account, or a Bahrain Bourse system print-screen. If the Applicant has a Bahrain Bourse Investor Number but no
Securities Account, then proof of such Investor Number can additionally be in the form of an allotment notice from
a previous IPO of no earlier than 2006. ; and

) The original and copy of the document authorising the person(s), whose signature(s) appear(s) on the Subscription
Application Form to sign such document on behalf of the institution. Such a document can be either a power of
attorney or a resolution of the board of the institution.
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Appendix B: Post-Conversion Memorandum and Articles of Association
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MEMORANDUM OF ASSOCIATION OF
ZAIN BAHRAIN B.S.C.
BAHRAINI SHAREHOLDING COMPANY

On the day of of 1435.

Corresponding to the day of year 2014.

Before me:

Notary Public for the Kingdom of Bahrain.

Appearing:

Shaikh Ahmed Bin Ali Bin Abdulla Al Khalifa, a Bahraini
national, holding CPR No XXXXXXXXX representing the
founding shareholders of Zain Bahrain pursuant to the
resolution passed by the Extraordinary General Meeting
held on 28th July 2013.

COMPANY’S CONVERSION

Article (1)

Zain Bahrain B.S.C.(c) is a Company registered with the
Ministry of Industry & Commerce in the Kingdom of Bahrain,
under Commercial Registration No. 50603 on 19 April 2003
(the "Company”), and has been operating in accordance
with the provisions of the Bahrain Commercial Companies
Law promulgated by Legislative Decree No. 21 of 2001 (the
“Law”) and its Implementing Regulations issued by Order
No. 6 of 2002, and according to its Memorandum and
Articles of Association dated 19 April 2003, recorded at the
Notary Public Office under No. 2003010945.

The shareholders have agreed to transform the Company
from a Closed Joint Stock Company to a Public Joint Stock
Company in accordance with the Law and the provisions
of this Memorandum of Association and the Articles of
Association attached hereto.

NAME OF THE COMPANY

Article (2)
The Company's name shall be “Zain Bahrain B.S.C.",
followed by the phrase “Bahraini Shareholding Company
or “B.S.C".

COMPANY'’S OBJECTS

Article (3)
The objects for which the Company has been established
are:

a) To hold the second mobile license in the Kingdom of
Bahrain and to build, roll out and commercially operate
the associated mobile network, and such other related
business as the board of directors may determine.

b) Import, exportandsale ofindependentcommunication
systems.

c) To provide mobile telecommunication services.

d) To provide communication products and services and
support services.

e) To provide international telecommunications facilities
services.

) To act as an internet services provider.
g) To provide value added services.
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h) To build, roll out and commercially operate the
National Fixed Wireless License.

i) To do all such acts and things as shall be necessary
for or conducive to the attainment of the foregoing
objects.

) The Company may have an interest in or participate,
in any manner in institutions which carry on similar
activities or which may assist the Company in realising
its own objects in Kingdom of Bahrain or abroad.
The Company may acquire such entities or merge
therewith.

The above shall be subject to the provision of the
applicable laws, rules, regulations and orders in force,
provided that the necessary licenses shall be issued for
carrying on such business activities.

COMPANY'’S HEADQUARTERS

Article (4)
The Company's headquarters and its legal domicile shall
be in the City of Manama, Kingdom of Bahrain. The
Company's Board of Directors may establish branches,
offices or agencies in the Kingdom of Bahrain or overseas.

COMPANY'’S TERM

Article (5)
The Company’s term shall commence on the date on which
the Company’s registration in the Registry of Commerce
is published in the Official Gazette and shall end upon
striking out its name in the Registry of Commerce for any
reasons mentioned in Article (63) of the attached Articles
of Association.

Company'’s Capital and Shares Capital
CAPITAL

Article (6)
The Company's authorised capital shall be 36,800,000
(Thirty-six million, eight hundred thousand Bahraini Dinars)
divided into 368 million (three hundred and sixty-eight
million shares), the nominal value of each share is BD 0.100
(one hundred Bahraini fils).

Article (7)
The issued and paid-up capital shall be 36,800,000 (Thirty-
six million, eight hundred thousand Bahraini Dinars)
divided into 368 million (three hundred and sixty-eight
million shares), the nominal value of each share is BD 0.100
(one hundred Bahraini fils).

The parties hereto have subscribed for the issued share
capital of the Company with a percentage of 86.957% which
is equal to BD 32,000,000 (thirty two million Bahraini Dinars)
divided into 320,000,000 (three hundred twenty thousand
million) shares, the nominal value of each share is BD 0.100
(one hundred Bahraini fils) in the following manner:
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dsawYl Zar8ll | (ya M"“";JI
Shareholder Name paall sac Jledl i) psYl
Value, BD Shares Percentage

1 | Mobile Telecommunications Co. 20,160,000 | 201,600,000 54.783% aldiiall YAyl 4%k |

2 | Sh. Ahmed Ali Abdulla Al-Khalifa 5,926,000 59,260,000 16.103% Jlalllase ¢ le o mi“é.&{l v

3 | Pension Fund Commission 1,500,000 15,000,000 4.076% acldill Ggaal dalell Ayl | T

4 Sh. Rashid Abdulra_hman 120,000 1,200,000 0.326% aana (3 anpllee (g adly &l | g
Mohammed Alkhalifa adyla T

5 | Famiy Investment Company 480,000 | 4,800,000 |  1.304% | e Aslilell chlatayl a0

6 | hiclood Holding Company 280000 2,800,000  0761% e Bl sl 8)5 | 7

7 | Fuad Ebrahim Khalil Kanoo 240,000 2,400,000 0.652% $lS Jula ayalpl alga | v

8 | Tagi Mohammed Ali Almudaifa 240,000 2,400,000 0.652% giaaall Gle sang AT | A

9 | Faisal Hasan Mohamed Jawad 240,000 2,400,000 0.652% alga asna Gua | 9

10 | Samya Khalid Hamad Aldoseri 280,000 2,800,000 0.761% Gpugall ann alls dyalu [\

11 | Intellect Data Systems Bahrain 240,000 2,400,000 0.652% Ol — bl Aadasy usIss] |y

12 | Abdulaziz Ahmed Yousif 480,000 | 4,800,000 |  1.304% | llallse chug saaljgellne| 7
Abdulmalik

13 | bdulaziz Sulaiman Hamad 360000 3600000  0.978% sl 33 Glass jpallsse | A7
Albassam

14 | On Air Commerce W.L.L. 144,000 1,440,000 0.391% @ uyags JR IS RIRY

15 | Abdulmajeed Abbas Shirazi 120,000 1,200,000 0.326% Gl (ulie apasllae | V0

16 | ou Algassim Abbas Abu 80,000 800,000 |  0.217% Gl (plse ulall oo | 11
Algassim Shirazi

17 Yousif Khalil Almoayyed & Sons 120,000 1,200,000 0326% | <pch 03Yglg asball Jola cAugy| Yy
Co. (41484)

18 Almoayyed International B.S.C. 120,000 1,200,000 0.326% e b Agallell sball A5 | A
(Closed) (8184,)

19 | Ebrahim Khalifa Ebrahim Mattar 120,000 1,200,000 0.326% Han pealpl 48415 aialpl | \Q

20 | Ali Yusuf Ali Ubaydli 120,000 1,200,000 0.326% Hanell Chugy e | ¥

21 | Khamis Mohammed Yousif 120000 1,200,000 |  0.326% Alaal Chugs aans passd | )
Almugla

22 | Sultan Nasser Alsowaidi 80,000 800,000 0.217% (Saagull pals (yy ollabw | TY

23 | Ebranim Abdulhadi Mohammed 70,000 700,000 | 0.190% gasll sa5s galallse pyalyl| 70

24 |Ishaq Abdulrahman Abdulla 60,000 600,000 | 0.163% Aassll paspllase Gaul | g
Alkooheji

o5 Rhine Trading (Bahrain) 60,000 600,000 0.163% b (Opasdl) giaalys ol | 7O
B.S.C.Closed (alady)

26 | Moanis Mahmood Mohammed 42,000 420000 | 0.114% 2ol 9038 (uiga | 11
Almardi

27 Sh. Abqlulla Isa Mohammed 40,000 400,000 0.109% aana (3 e (o alllage gddl | Ty
Al-Khalifa aayls ff

28 | Saleh Abdulla Saleh Albalushi 158,000 1,580,000 0.429% Glgldl zlla alllsye zlia | TA
Total 32,000,000 | 320,000,000 | 86.957% gyaadl
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The founding shareholders are hereby issuing the
remaining share capital for a public offering in accordance
with the Law and other applicable laws and regulations and
therefore shall not subscribe to the shares of the public
offering.

Article (8)
The liability of each shareholder shall be limited to the
value of the shares subscribed for by it.

ARTICLES OF ASSOCIATION

Article (9)
The attached Articles of Association shall be deemed an
integral part hereof.

EXPENSES AND FEES
Article (10)
All costs and fees in respect of this Memorandum and its full
legalisation shall be debited to the Company overheads.

FINAL PROVISIONS

Article (11)
a) This Memorandum of Association shall be deposited
and published in accordance with the provisions of the
Law.

b) This Memorandum of Association was approved
in accordance with the no- objection letter of the
Bahrain Investors Centre at the Ministry of Industry
and Commerce under Ref. 81109 dated 28 April 2014.

ENTIRE AGREEMENT

Article (12)
The provisions of the Commercial Companies Law
promulgated by Legislative Decree No. 21 of 2001 and its
Implementing Regulations issued by Order No. 6 of the
year 2002 shall apply with respect to any matter for which
no specific provision is embodied in this Memorandum of
Association.

In witness whereof, this Memorandum of Association was
made in one original and three copies which were signed
upon having been read by all the parties and by myself.
The parties concerned were given three copies to act in
accordance therewith.
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ARTICLES OF ASSOCIATION OF
ZAIN BAHRAIN B.S.C.
BAHRAINI SHAREHOLDING COMPANY

On the of of 1435.

Corresponding to the day of year 2014.

Before me:

Notary Public for the Kingdom of Bahrain

Appearing:

Shaikh Ahmed Bin Ali Bin Abdulla Al Khalifa, a Bahraini
national, holding CPR No XXXXXXXXX representing the
founding shareholders of Zain Bahrain pursuant to the
resolution passed by the Extraordinary General Meeting
held on 28th July 2013.

CHAPTER ONE
COMPANY'’S CONVERSION

Article (1)

Zain Bahrain B.S.C.(c) is a Company registered with the
Ministry of Industry & Commerce in the Kingdom of Bahrain,
under Commercial Registration No. 50603 on 19 April 2003
(the "Company”), and has been operating in accordance
with the provisions of the Bahrain Commercial Companies
Law promulgated by Legislative Decree No.21 of 2001 (the
“Law"”) and its Implementing Regulations issued by Order
No.6 of 2002, and according to its Memorandum and
Articles of Association dated 19 April 2003, recorded at the
Notary Public Office under No. 2003010945.

The shareholders have agreed to convert the Company
from a Closed Joint Stock Company to a Public Joint Stock
Company in accordance with the Law and the provisions
of these Articles of Association and the Memorandum of
Association attached hereto.

NAME OF THE COMPANY

Article (2)
The Company's name shall be “Zain Bahrain B.S.C.",
followed by the phrase “Bahraini Shareholding Company
or “B.S.C".

COMPANY'’S OBJECTS

Avrticle (3)
The objects for which the Company has been established
are:

a) To hold the second mobile license in the Kingdom of
Bahrain and to build, roll out and commercially operate
the associated mobile network, and such other related
business as the board of directors may determine.

b) Import, exportandsale ofindependent communication
systems.

c) To provide mobile telecommunication services.

d) To provide communication products and services and
support services.

e) To provide international telecommunications facilities
services.

f)  To act as an internet services provider.
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g) To provide value added services.

h) To build, roll out and commercially operate the
National Fixed Wireless License.

i) To do all such acts and things as shall be necessary
for or conducive to the attainment of the foregoing
objects.

) The Company may have an interest in or participate,
in any manner in institutions which carry on similar
activities or which may assist the Company in realising
its own objects in the Kingdom of Bahrain or abroad.
The Company may acquire such entities or merge
therewith.

The above shall be subject to the provision of the
applicable laws, rules, regulations and orders in force,
provided that the necessary licenses shall be issued for
carrying on such business activities.

COMPANY'’S HEADQUARTERS

Article (4)
The Company's headquarters and its legal domicile shall
be in the City of Manama, Kingdom of Bahrain. The
Company's Board of Directors may establish branches,
offices or agencies in the Kingdom of Bahrain or overseas.

COMPANY'’S TERM

Article (5)
The Company’s term shall commence on the date on which
the Company’s registration in the Registry of Commerce is
published in the Official Gazette and shall end upon striking
out its name in the Registry of Commerce for any reasons
mentioned in Article (63) of the Articles of Association.

CHAPTER TWO
Company'’s Capital and Shares Capital

CAPITAL

Article (6)
The Company's authorised capital shall be 36,800,000
(Thirty-six million, eight hundred thousand Bahraini Dinars)
divided into 368 million (three hundred and sixty-eight
million shares), the nominal value of each share is BD 0.100
(one hundred Bahraini fils).

Article (7)
The issued and paid-up capital shall be 36.800.000 (Thirty-
six million, eight hundred thousand Bahraini Dinars)
divided into 368 million (three hundred and sixty-eight
million shares), the nominal value of each share is BD 0.100
(one hundred Bahraini fils).

The parties hereto have subscribed for the issued share
capital of the Company with a percentage of 86.957% which
is equal to BD 32,000,000 (thirty two million Bahraini Dinars)
divided into 320,000,000 (three hundred twenty thousand
million) shares, the nominal value of each share is BD 0.100
(one hundred Babhraini fils) in the following manner:
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00.‘ ”I . ..‘E' II w 00‘ .;II
Shareholder Name paawll sac ol Jladl uly Y]
Value, BD Shares Percentage
1 | Mobile Telecommunications Co. | 20,160,000 201,600,000 54.783% Al8iiall caYlatyl a5yd |
2 | o phmed Al Abdulla Al 5926000 | 59,260,000 | 16103% | ellseoredeorasslaan v
alifa aayla 1
3 | Pension Fund Commission 1,500,000 15,000,000 4.076% Acldill Goanal dalell Asyadl | T
Sh. Rashid Abdulrahman o O Oaaplle Gy adly ol | €
4 Mohammed Alkhalifa 120,000 1,200,000 0.326% Aa 12 Jli-‘:i
5 | Famiy nvestment Company 480000 | 4,800,000 |  1304% | @ dxllel Cllsiieyl a6 | O
6 | (olood Holding Company 280,000 | 2,800,000 |  0761% s Bl sgadll Ayt |
7 | Fuad Ebrahim Khalil Kanoo 240,000 2,400,000 0.652% PLS Jola pyalpl olga |V
8 | Tagi Mohammed Ali Almudaifa 240,000 2,400,000 0.652% huasll Gle aana B3| A
9 | Faisal Hasan Mohamed Jawad 240,000 2,400,000 0.652% alga aang ua Junyd | Q
10 | Samya Khalid Hamad Aldoseri 280,000 2,800,000 0.761% Gpugall aan allA Apalw |
11 | Intellect Data Systems Bahrain 240,000 2,400,000 0.652% Ompadd! — bl dalany oIy | W
12 | hoauaziz Ahmed Yousi 480000 | 4,800,000 |  1.304% | Cllellsc Chugssaaljeline | A7
13 | fLdulaziz Sulaiman Hamad 360000 3600000  0978% plassll 383 Olagls jpmllase | AT
14 | On Air Commerce W.L.L. 144,000 1,440,000 0.391% aped oupagS il gl | V8
15 | Abdulmajeed Abbas Shirazi 120,000 1,200,000 0.326% G)lpdh b apaallae | 10
16 ﬁ%“ai'i‘jffgﬁaébbas Abu 80,000 800,000  0.217% Gl ol puldll g4l | 11
17 Yousif Khalil Almoayyed & Sons 120,000 1,200,000 0.326% 0aYglg 2 sgall s chags | WY
Co. (8l884a) oo i
1g | Almoayyed International B.S.C. 120,000 1.200,000 0.326% o Aalloll agall A5 | A
(Closed) (Al4ds)
19 | Ebrahim Khalifa Ebrahim Mattar 120,000 1,200,000 0.326% yaa asalpl 28015 asalyl | V4
20 | Ali Yusuf Ali Ubaydli 120,000 1,200,000 0.326% el Chugy (e | T
21 ET@T(;SIaMOhammed Yousif 120,000 1200000  0.326% BlBall Clugy 305 puyad | T
22 | Sultan Nasser Alsowaidi 80,000 800,000 0.217% Gaagull pals Gy Glala | TV
23 | Eorahim Abdulhadi Mohammed 70,000 700000 0.190% | 9a=lsssa galnllsic myalyl | T
24| oo pbdliahman Abdulla 60,000 600000 | 0.163% Rassll paapllase Gaul | T8
25 Ehsing grlading (Bahrain) 60,000 600,000 0.163% i (Ompaddl) gisalys o 10
.S.C.Closed (GIEERY)
26 | Moanis Mahmood Mohammed 42,000 420000  0.114% ayall sgana e | T
27 | 3 abculla lsa Mohammed 40,000 400000 | 0109% | 8Os Gralllus gl TV
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28 | Saleh Abdulla Saleh Albalushi 158,000 1,580,000 0.429% gl mlla alllae mlla | TA
Total 32,000,000 | 320,000,000 | 86.957% €9l
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The founding shareholders are hereby issuing the
remaining share capital for a public offering in accordance
with the Law and other applicable laws and regulations and
therefore shall not subscribe to the shares of the public
offering.

COMPANY'S SHARES

Article (8)
The Company’s shares are nominal and indivisible.
However, two or more persons may jointly own one share
or more, provided that they are represented by one person
towards the Company. Owners of a share or shares shall be
jointly liable for the obligations resulting from such shares.

Article (9)
The shares may be negotiated and such negotiation of
shares shall be in accordance with the provisions of the
Bahrain Bourse Law and the Internal Regulations of Bahrain
Bourse.

SHAREHOLDERS RIGHTS AND OBLIGATIONS

Article (10)
Each share entitles its owner to equal rights and obligations.
Each shareholder will particularly enjoy the following rights:

a) To receive his share of dividends in the event a
resolution is passed to distribute the same to the
shareholders.

b) To receive his share of capital that might be distributed
in the event of any reduction of the capital.

c) To receive his share of the Company’s assets upon
liquidation. Only the shareholder whose name is
registered as last owner of a share in the Company’s
register, referred to in Article (14) of these Articles, may
receive his share in the assets.

d) To take part in the management of the Company's
business according to the provisions hereof.

e) To receive a report, following each financial year,
containing the balance sheet, profit and loss account
and Board of Directors report.

f)  Tofile a nullification suit against any resolution passed

by the General Meeting or the Board of Directors
which is inconsistent with the Law its Implementing

Regulations,  public  order, the  Company’s
Memorandum of Association or to these Articles of
Association.

g) To dispose of the shares he owns and having a priority
in subscribing for new shares in accordance with the
provisions of the Law.

h) The right to examine the company's records and
to obtain copies thereof in accordance with the
conditions set out in the Law.

Article (11)
Each shareholder shall in particular observe the following
obligations:

a) To pay the amounts which have been previously
agreed upon regarding the paid-up capital or any
increase of such capital.

b) To pay the expenses incurred by the Company in
recovering the overdue amounts due from him
regarding the paid-up capital.
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c) To refrain from any act that may be harmful to the
Company.

d) To implement any resolution that may be lawfully
passed by the General Meeting.

Article (12)

The creditors or heirs of a shareholder may not, for
any reason whatsoever, apply for placing seals on the
Company's books, documents or property, nor apply for
its division or sale because they are indivisible, nor may
they interfere, in any way, in the Company’s management.
In exercising their rights, they shall rely on the Company’s
books, audited financial statements and the resolutions of
the General Meeting.

SHARE CERTIFICATES AND SHARE REGISTER

Article (13)
The Company shall issue shares certificates in the form
adopted by the Bahrain Bourse from time to time.

Article (14)

a) The Company shall maintain at its headquarters a
special register for the shareholders containing their
names, domiciles (their addresses in the Kingdom
of Bahrain for those who are living overseas), their
occupations, nationalities and the number of shares
owned by each shareholder.

b) All acts related to such shares including transfer of
ownership, mortgage or cancellation of distraint of
shares shall be also included in this register.

c) Each shareholder may have access to the said register.
The Ministry of Industry and Commerce shall be
furnished with the details recorded in this register and
any changes therein.

SALE AND MORTGAGE OF SHARES

Article (15)
a) The Company may buy its own shares in the cases and
in accordance with the rules specified by a resolution
of the Minister of Industry & Commerce.

b) Shares and temporary share certificates may be traded
according to the Bahrain Bourse Law and its Internal
Regulations. Shares must be fully paid up and free
from all liens in order for them to be transferred. Non-
Bahraini nationals shall have the right to own and deal
in the Company shares according to an exception from
certain provisions of Article (119) of the Law pursuant
to any Resolution may be issued by the Minister of
Industry & Commerce in this respect.

c) Disposition of shares shall not be considered effective
as against the Company or third parties unless
entered in the Share Register referred to in Article (14)
hereinabove.

d) The Company may refuse to register the sale of a share
in the events set out in the Article (119) of the Law.

e) The Company may suspend the registration of share
transfers during the period between the date of notice

of convening the General Meeting and the date on
which the said General Meeting is actually held.
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Article (16)
If the Company has a debt due from the shareholder, it
may postpone the transfer of the shares until such debt is
settled.

Article (17)

Shares and temporary certificates may be mortgaged,
endorsed and disposed of in any other manner. Such
disposition shall be governed by the provisions of
Paragraphs (b), (c) and (d) of Article (15) hereinabove. A
notation shall be entered in the Share Register and on
the back of a mortgaged share certificate to indicate that
the share is mortgaged. A creditor mortgagee’s rank shall
be established as of the date of entry of the mortgage in
the Share Register or with the Share Registrar. A creditor
mortgagee shall have the right to receive dividends and
exercise the rights accruing to the shares, unless otherwise
agreed in the mortgage deed. However, a creditor
mortgagee may not attend the General Meetings of the
Company nor participate in its deliberations or approve its
resolutions.

Article (18)
A registered mortgage of a share shall not be discharged
except by declaration by the creditor mortgagee accepting
such discharge of mortgage or by a final court order. Such
discharge shall be entered in the Share Register.

Article (19)
The Company shall charge BD 2.000 (two Bahraini Dinars)
for registering the transfer of share title or mortgage of
shares.

INCREASE OF THE CAPITAL

Article (20)

The Company's authorised capital, by a resolution to
be passed by the Extraordinary General Assembly, may
be increased, The issued capital of the Company, by
a resolution to be adopted by the Ordinary General
Assembly, may also be increased within the authorised
capital amount, provided that the value of the issued
capital of the Company is fully settled before such increase.
The actual issued capital shall be increased within three
years following the date on which a resolution authorising
the increase is issued, provided that the nominal value of
the new shares shall be equivalent to the nominal value
of the original shares. The Extraordinary General Meeting
may, however, resolve to issue shares at a premium to be
added to the nominal value and may fix the value of such
premium. The net total of the said premium shall be added,
after deduction of expenses of the share issue, to the Legal
Reserve Account even if it amounts to half the capital. The
Ministry of Industry and Commerce and the Bahrain Bourse
shall be furnished with reports and reasons necessitating
an increase in all cases of increase of capital.
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The capital may be increased in one of the following
methods:

a)

b)

Issuing new shares to cover the required increase, the
value of which must be fully paid in cash.

Transfer of reserve funds to capital, either by:

i- Increasing the nominal value of the original shares
without the Company requiring the shareholders
to pay the difference but the difference to be
recovered from the reserve funds and the new
share shall be marked with its new value.

ii- Issuance of new shares for the value of the increase
and the new shares to be distributed to the
original shareholders, without any consideration,
in proportion to the number of original shares
they are holding.

Article (21)

In the event new shares are issued in accordance with
Article 20 (a) above:

a)

Priority to subscribe to the new shares shall be given
to existing shareholders in the manner specified in
Articles (128) and (129) of the Law, and the Company
shall follow the procedures set out in the said two
Articles.

If the new shares are offered for public subscription,
a subscription prospectus shall be prepared and
shall include in particular the information required by
Avrticle (130) of the Law. The prospectus shall be signed
by the Chairman of the Board of Directors who shall
be responsible for the accuracy of the details stated
therein.

(i) In the event of a capital increase, the Company
may have one or more underwriters to subscribe to
the remaining unsubscribed shares in accordance
with the provisions of Article (93) of the Law.

(ii) Underwriter(s) contracted by the Company with
respect purchasing all the remaining shares not
purchased by those shareholders entitled to do
s0, shall have shares allotted to them as provided
hereinabove. Underwriter(s) may offer shares
to which they have subscribed for by public
subscription through the Bahrain Bourse.

The Board of Directors shall publish the resolution
issued in approval of the capital increase in the
Official Gazette and one local daily newspaper. Such
resolution shall be registered with the Commercial
Register within one month from the date of increase.

REDUCTION OF THE CAPITAL

Article (22)

An Extraordinary General Meeting of shareholders
may resolve to reduce the capital of the Company if
the same is in excess of its needs or if there has been
a loss and the Company resolves to reduce its paid
up capital to the actual value thereof with the prior
approval of the Ministry of Industry and Commerce
according to the provisions of Articles (132) to (137) of
the Law.
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b)

Capital shall be reduced by one of the following
means:

i.  Reducing the nominal value of the shares.

i. Cancelling a number of shares equal to the
amount of the decided reduction.

Article (23)
The resolution reducing the capital shall be issued
only after reading the reports of the Board of Directors
and the auditor on the reasons for of the reduction,
the obligations of the Company and the effect of such
reduction on these obligations. A copy of the Board
of Directors’ report and the auditor’s report shall be
forwarded to the Ministry of Industry and Commerce.

Capital reduction shall be made, if the Company’s
capital is more than the Company needs, by reducing
the nominal value of the shares, either by giving back
a part of it to the shareholders equal to the decided
percentage of reduction or by discharging them of the
unpaid instalments of shares’ value in proportion to
the decided reduction. If the reduction is due to the
Company’s losses, a number of shares equal to the
decided amount of reduction shall be cancelled. In all
cases the nominal value of the shares must not be less
than the minimum value stipulated by law.

Article (24)

The reduction of Company’s capital shall be recorded in
the Registry of Commerce and the reduction resolution
is published in the Official Gazette and one of local daily
newspapers.

a)

Article (25)

If the capital reduction is made by way of cancelling a
number of the Company's shares, a number of shares
owned by each shareholder shall be cancelled in
proportion to the percentage of the capital reduction,
provided that the shareholder shall not be deprived
of sharing in the Company. The Company shall, within
one month from the date of cancellation, redeem the
cancelled share certificates from the shareholders and
destroy them and enter the same in the shareholders’
register and notify the Ministry of Industry &
Commerce.

The reduction shall not be effective against the
creditors who make an objection thereto and submit
their documents within sixty days from the publication
date in the Official Gazette unless they are paid their
due debts or have been provided with adequate
guarantees for the payment of their deferred debis.

CHAPTER THREE
MANAGEMENT OF THE COMPANY

BOARD OF DIRECTORS

Article (26)
The Company shall be managed by the existing Board
of Directors comprising of six members whose rights
and obligations shall be maintained in accordance
with its current terms. The number of the Board of
Directors shall then be increased to seven members in
the next general assembly meeting.
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b)

Members of the Board of Directors shall be elected for
a three year renewable term. A corporate person who
has appointed one or more members of the Board
may replace them by others whether during the said
period or on its expiry by sending a notice in writing to
the Chairman. An elected member of the Board may
be re-elected upon the expiry of his term of office, and
this shall be considered to be a new nomination which
requires satisfaction by such member of all the terms
and conditions required to be satisfied by a person
nominated for the Board membership for the first time
as set out in Article (27) of these Articles. The term of
office of the Board of Directors may be extended by
Resolution of the Minister of Industry and Commerce
for a period not exceeding six months at the request
of the Board of Directors.

Article (27)

Qualifications of Membership of the Board of Directors

a)

A member of the Board of Directors shall have the
qualifications provided in Article (173) of the Law.
However, members with expertise who are neither
founders nor shareholders of the Company and who
are appointed by the General Assembly pursuant to
Article (30) of these Articles of Association shall be
exempted from the provisions of Paragraph (c) of the
said Article (173) of the Law with respect to ownership
of qualifying shares.

If a Board member forfeits any of the aforesaid
conditions, he shall cease to be a member of the
Board of Directors from the date of forfeiture, subject
always to the provisions of the following Article.

Membership qualifying shares referred to in the
preceding Article and Article (173) (c) of the Law shall
be assigned as security for guaranteeing the proper
performance by the member of his duties. Subject
to Article (174) of the Law, the said shares shall be
deposited with the Central Depository of the Bahrain
Bourse within one month of the date of election or
appointment of the member who shall not be entitled
to make any disposition whatsoever in relation to it
until the lapse of the member's term of office and until
approval of the balance sheet for the last year during
which he served as a member and in respect of which
he is absolved of responsibility for his management.

If membership qualifying shares are not deposited
during the period specified in the preceding
paragraph, the member shall forfeit his membership.
Such membership shall also be forfeited, if the
qualifying shares are diminished for any reason during
the term of office and the shortfall is not made up
within 30 days from the date of such shortfall.

Article (28)

The General Assembly shall elect the members of the
Board through secret ballot by majority votes of those
present.
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Article (29)

Any member who owns 10% or more of the capital, shall
appoint a member to represent him on the Board in the
same percentage of the number of members of the Board
and his right to vote shall be forfeited in respect with the
percentage for which his appointment is made. If he has a
percentage that does not entitle him to appoint another
member, he may use the same percentage in voting.

Article (30)
The General Assembly may appoint a number of members
who have specific experience on the Board other than the
promoters and shareholders of the Company.

TERMINATION OF MEMBERSHIP

Article (31)
A director's membership of the Board of Directors
terminates in the following events:

a) If he was appointed or elected contrary to the
provisions of Law or Articles of Association.

b) If he loses any of the qualifying conditions referred to
in Article (27) above or in Articles (173) and (174) of the
Law.

c) If he misuses his position as director in carrying on
business that is competitive to that of the Company or
if he causes actual damage to it.

d) If he fails to attend four consecutive meetings of the
Board without lawful excuse notified in writing to the
Board, and the Board shall resolve on this matter as it
may deem fit.

e) If he resigns or withdraws from his office, provided
the foregoing shall be done in an opportune time,
otherwise he shall be liable to pay damages to the
Company.

Article (32)
a) The General Assembly may terminate the membership
of all Board members or any of them.

b) Shareholders, representing at least ten percent (10%)
of the paid-up capital, may request in writing to remove
all or any of the members of the Board of Directors
provided that the request is submitted in writing to the
Board of Directors of the Company who shall submit
the request to the General Assembly within no more
than one month from the date it is submitted. If the
Board fails to submit such request to the General
Assembly as aforesaid, the Ministry of Industry and
Commerce may in this case call the General Assembly
to convene for the purpose of discussing this request.

c) The General Assembly may not debate the removal
request of all or any members of the Board if it is not
listed on its agenda, unless serious developments take
place during the meeting requiring such removal.

d) The member removed by the General Assembly may
claim compensation from the Company if such removal
is not justified or was made at an inappropriate time.
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Article (33)

If the position of one of the members of the Board
of Directors becomes vacant, he shall be replaced
by the member who has obtained the next highest
number of votes in the last election of the Board.
The new member shall complete the unexpired term
of his predecessor. In other than this case, the Board
of Directors shall elect, by secret ballot, a member to
replace him from among the candidates, after being
recommended by at least two members of the Board
of Directors until the next meeting of the General
Assembly.

If the vacant offices are equal to one quarter (25%) of
the original offices, the Board of Directors shall invite
the General Assembly to convene within two months
from the date of the last office becoming vacant to fill
them.

If vacant offices exceed more than half the number of
the members of the Board of Directors, the Board shall
be deemed to be dissolved, and a call shall be sent
out to elect a new Board of Directors for the Company.

Article (34)

The Board member may give a proxy to another person
to attend the meetings of the Board of Directors on his
behalf, provided that such member is a Board member
or a representative of the corporate entity which he
represents as principle. Proxy may not be given to
more than two members, provided that the number of
members present in person shall not be less one half of
the members of the Board including the chairman. The
proxy shall be personal and in writing and shall be sent
to the Board of Directors at least three days before the
meeting. The alternate member may receive notices
of meetings of the Board of Directors, attend and vote
in the Board as a Board member in the absence of the
member who appointed him. The alternate member
shall have the right to vote separately on behalf of the
member he represents in addition to his own vote. The
Board member may revoke the appointment of the
alternate member who he has appointed at any time
in writing.

The number of Board members represented by
alternate members may not exceed two in any meeting.
The Board of Directors shall look into the appointment
of alternate members as per the sequence in which the
requests are received. The alternate members shall be
appointed in writing and shall be sent to the Board
of Directors at least three days before the concerned
meeting is convened.

MEETINGS OF THE BOARD OF DIRECTORS

Atrticle (35)
The Board of Directors shall meet at the summons of
its Chairman or his Deputy (in event of his absence
or disability) or if requested to do so by at least two
directors. A meeting of the Board of Directors shall be
valid if attended by not less than half of the directors.
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b) The Board may adopt resolutions by correspondence,
including post, electronic mail or fax correspondence
or conference telephone calls, or telephone with a view
or video or any other means of communication with
view and sound, provided that in order for resolutions
taken in this manner to be valid, they shall be approved
by all the members and recorded in the minutes of
the following Board meeting. Any member to whom
a proposed resolution is sent (to him wherever he is
located) and who fails to respond within three working
days following the date on which the proposed
resolution is sent to him shall be considered to have
approved the resolution. Resolutions of the Board of
Directors shall be adopted by a simple majority vote
of the directors present in person or by proxy. In case
of a tie, the Chairman or in his absence his deputy the
person deputising for him shall have a casting vote.
A dissenting member of the Board shall record his
dissent in the Minutes.

c) ADirector is prohibited from voting on any contract or
arrangement or any other proposal in which he has a
direct or indirect interest.

d) The Board of Directors shall meet at least four times in
every financial year.

Article (36)

Minutes of the meetings of the Board of Directors shall
be entered on a regular basis following the end of each
meeting in a Special Register and shall be signed by the
Chairman and members present as well as the Secretary
at the Meeting. In the Minutes there shall be recorded
the names of directors present and those who are absent
and the justification for absence, if any, of the absent
members. The Minutes shall also include the names of
persons who are not members whose presence in the
meeting is required by the Law stating the names of those
who attended the meeting and those who were absent. A
record in the Minutes shall also be made of non-members
who attended the meeting or any part of it.

The Minutes shall embody a detailed summary of the
deliberations of the Board covering every event that took
place at the meeting and any matter that the members had
required to be recorded in the Minutes.

A member who objects to any resolution adopted by the
Board shall have his objection recorded in the Minutes.
Those members who sign the Minutes of any meeting
shall be jointly answerable for the accuracy of the details
contained therein.
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ANNUAL REPORT

Article (37)

The Board of Directors shall prepare in respect of each
financial year within the period that may permit for
convening the Annual General Meeting of Shareholders
and within a maximum of three months from the end of
each financial year, a report on the activities of the Company
during the financial year and its financial situation, the
balance sheet of the Company and a profit and loss
statement. The Chairman of the Board of Directors and
one of the Directors shall sign the Report and the Balance
Sheet and the Profit and Loss Statement. A copy of the said
Report attached to said documents shall be sent to the
Directorate of Company Affairs at the Ministry of Industry
and Commerce not later than ten (10) calendar days after
it has been signed.

Article (38)

The Board of Directors shall in particular have the power
to establish the necessary regulations for the organization
of work and management of the Company's business,
appoint the Manager or Managers, officers or employees
and to remove them, determine their duties and fix their
salaries. The Board of Directors is empowered to form
an Executive, Audit and other Committees, appoint their
members and specify their powers. The Board of Directors
is empowered to purchase, sell and mortgage movables,
immovable properties and all rights and privileges to rent,
lease, transfer and sell, withdraw funds and securities
owned by the Company, borrow funds apply for finance for
a tenor exceeding three years, issue sukuk, securities, give
guarantees to third parties, give authorization to institute
all actions and defend the interests of the Company before
the judiciary whether as plaintiff or defendant, enter into
agreements for gift, conciliation, arbitration and receipt
and release and waive the Company's priority rights
whether for consideration or otherwise and to decide on
the manner of utilising Company's funds.

Article (39)

a) Subject to provisions of the Law, the Company shall
be represented in its relations with third parties by
the Chairman of the Board of Directors or his Deputy
(in his absence or disability). The signature of any
either of them on behalf of the Company shall be
binding in all matters and things concerned with the
administration of the Company in the normal course
of business, within the objects specified therefore and
according to the provisions of the laws in force, the
Company’s Articles of Association and resolutions and
recommendations of the Board of Directors.

b) The Board of Directors may by resolution and within
the limits of authority decided by it, appoint one or
more of its members or any other person to sign on
behalf of the Company severally or jointly with others,
including the Chairman or his Deputy pursuant to the
preceding Paragraph (a) hereinabove or the Chief
Executive Officer or the Managing Director appointed
pursuant to Article (38) of these Articles of Association.
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POWERS OF THE BOARD OF DIRECTORS

Article (40)
The Board of Directors may exercise all the powers and do
all the acts necessary for the management of the Company
in conformity with its objects, save to the extent permitted
limited by the Law, these Articles of Association and the
resolutions of the General Meeting.

Article (41)
The Chairman and the other members of the Board of
Directors shall be liable to the Company, the shareholders
and third parties for acts involving betrayal of trust, misuse
of power, violation of the law or breach of Company’s
Memorandum of Association or these Articles of
Association and for any mismanagement of the Company.

Article (42)

a) The liability referred to in the preceding article shall be
either personal relating to a specific member or joint
for all members of the Board of Directors. In the latter
case, the members shall be jointly liable for paying
compensation unless some of them have objected in
writing to the decision causing the liability.

b) The absence of a Board member from the meeting in
which the resolution was passed shall not be a reason
for exemption from liability, unless he proves his lack of
knowledge of the resolution or that he had knowledge
of it but was unable to object to it, or if he records
his objection at the nearest possible time but not later
than the meeting in which the resolution is recited.

c) Action of liability against a Board member shall be
time-barred after the expiry of five years from the date
of the meeting of the General Assembly at which the
Board of Directors reported on its management.

Article (43)

a) Itshall be the right of the shareholder tofile an action of
liability against the members of the Board of Directors
due to a wrongdoing causing damages to his rights
in the Company. A resolution must be passed by the
General Assembly instituting legal action according to
the foregoing, which shall be handled by the Chairman
of the Board of Directors.

b) Ifthe Chairman himselfwasinvolvedinthe wrongdoing,
the General Assembly shall appoint another member
from the Board to prosecute the case.

c) If the case is instituted against all members of the
Board, the General Assembly shall appoint a person
that is not a Board member to represent it in instituting
the case on its behalf.

d) In case of bankruptcy of the Company, instituting the
said action shall be the right of the bankruptcy receiver,
and if the Company is in the process of liquidation, the
liquidator shall institute the legal action after obtaining
the General Assembly’s consent.
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Article (44)

The Board of Directors shall specify the remuneration
of the members of the Board of Directors (including the
proxy/alternate members) provided that the total of such
remuneration shall not exceed ten percent (10%) of the net
profit of any financial year after deduction of all legal reserve
funds and after distribution of profits of not less than five
per cent (5%) of the paid up capital to the shareholders.

Article (45)

A member of the Board of Directors shall notify the
Board of his personal interest, either direct or indirect, in
any existing transactions or contracts or those proposed
to be concluded for the Company's account, and such
declaration shall be recorded in the minutes of the meeting.
The interested party may not participate in deliberations or
voting on resolutions passed in this respect. If he votes,
his vote shall not be counted. However, the interested
member may be counted for the purpose of the required
quorum for the meeting.

GENERAL PROVISIONS
General Meetings

Article (46)
Types of General Meetings

General Meetings of Shareholders are two:
1. Ordinary General Meeting.
2. Extraordinary General Meeting.

Article (47)
General Provisions Applicable to General Meetings

1. Application:

These provisions apply to General Meetings
of Shareholders whether they are Ordinary or
Extraordinary and shall be complementary to the
provisions provided in these Articles of Association in
respect of each of the two types of General Meetings.

2. Convening General Meetings:

a) Persons and authorities who have the right to
convene General Meetings shall invite every
person who is legally entitled to attend them,
provided those given notice to attend shall
include the representatives from Ministry of
Industry & Commerce and the Auditors.

b) Notice to attend the General Meetings shall be
published at least 15 days prior to the date fixed
for the meeting in at least two daily newspapers
published in Arabic language, one of which shall
be local.

c) Copies of the notice shall be sent to the Ministry
of Industry and Commerce at least 10 days before
the date set for the meeting.

3. Details of the Notice:

Notice of convening the General Meetings shall
include in particular the following details:

a) Name of the Company and address of its Principal
Office.

b) Commercial
Company.

c) Date, time and place of the Meeting.

d) Type of Meeting.

Registration Number of the
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e) Agenda for the Meeting.

f) Date, time and place of the Second and Third
Meetings in the event that the Meeting is not
quorate on the first and the second date fixed for
it.

The Agenda:

The Board of Directors shall prepare the agenda for

the Ordinary or Extraordinary General Meetings. In a

case where the General Meeting is summoned by the

shareholders or at the request of the Auditors or by
directive from the Ministry of Industry and Commerce,
the agenda shall be prepared by those who summoned
the meeting. No issues other than those stated on the
agenda shall be debated, subject to provisions of
Avrticle (207) of the Law in this respect.

Attendance, Representation and Proxy:

Pursuant to the provisions of Article (203) of the Law,
a shareholder who is a corporate entity may appoint
a representative to attend a General Meeting and to
vote thereat on its behalf. The said shareholder will
be deemed to be attending the Meeting and acting
thereat through its representative. If the shareholder is
a natural person and is unable to attend the Meeting,
he may appoint another shareholder or a third party to
act as his proxy, provided that such proxy shall not be
the Chairman, a member of the Board of Directors or
an employee of the Company, without prejudice to the
right to give proxy to relatives of the first degree nor
to the eligibility of the representatives of minors and
persons lacking legal capacity to attend the Meeting
on their behalf.

A proxy of a natural person appointed in said manner
shall not represent in such capacity at a General
Meeting a number of votes exceeding five (5) per cent
of the issued share capital.

The Company shall provide special cards evidencing
the number of shares owned by a shareholder and the
shares in relation to which he attends as representative
or proxy of other shareholders. Delegation to
the representatives’ power of attorney and proxy
instruments shall be issued and the representation
capacity shall be provided to the Company at least 24
hours prior to the date of the General Meeting. No
member shall participate in voting whether on his own
behalf or on behalf of those whom he represents or for
whom he is acting as proxy on issues in which he has
a personal interest or in respect of a standing dispute
between him and the Company.

Chairmanship of the Meetings:

General Meetings shall be presided over by the
Chairman of the Board, his Deputy or any other person
appointed by resolution of the Board or the General
Meeting for this purpose.
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Attendance Record:

Shareholders shall entertheirnamesin aspecial register
to be prepared at the Principal Office of the Company
at least 24 hours before the time fixed for holding the
Ordinary or Extraordinary General Meeting. The said
register shall include the names of shareholders, the
number of shares owned by them, and the number of
shares they represent and the names of the owners of
the said shares and the documents evidencing their
appointment and proxies. The shareholder shall be
given an attendance card where the number of votes
to which he is entitled as a principal or proxy shall be
indicated.

The Chairman shall at the beginning of the Meeting
nominate vote checkers who shall be appointed with
the approval resolution of the General Meeting. Vote
checkers may be appointed from non-shareholders.
The Chairman shall ask the Auditors and vote
checkers to determine the percentage of attendance
of shareholders and to enter such percentage in the
special register which shall be signed by them and
declared by the Chairman.

Minutes of Meetings:

The Chairman of the General Meeting shall appoint
from among the shareholders or third parties a
Secretary who shall draw up minutes of the General
Meeting in which there shall be entered the number
of shares represented at the Meeting whether by the
shareholder in person or by proxy, and the percentage
thereof to the total issued and paid up capital. The
Minutes shall also contain a full summary of all issues
discussed at the General Meeting and resolutions
adopted thereat as well as the number of votes cast
for or against such resolutions. The Minutes shall be
attached a list of the names of shareholders attending
the Meeting and the number of shares they represent
by the shareholder in person or by proxy.

The minutes shall be co-signed by the Chairman of
the meeting and the Secretary appointed to draw up
the minutes. The certified original copy of the minutes
shall be taken as evidence of the details contained
therein and as a source for producing true copies
thereof by the Company.

ORDINARY GENERAL MEETING

Article (48)

Convening:

a)

An Ordinary General Meeting shall be summoned by
the Chairman of the Board of Directors at the time and
place as decided by the Board of Directors, subject
to provisions of the Law in this respect. The Ordinary
General Meeting shall meet at least once in every
financial year within three months following the end
of the financial year of the Company. The Board of
Directors may summon an Ordinary General Meeting
at any time if requested to do so by the Auditors or
a number of shareholders representing 10% of the
capital of the Company provided that they shall have
serious cause for such request.
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b) The Auditor must summon an Ordinary General
Meeting in the cases provided in Article (218) (b) of the
Law.

c)  The Ministry of Industry and Commerce may summon
an Ordinary General Meeting to convene on the lapse
of one month following the date fixed for convening
such meeting without a meeting being convened, or
if the number of members of the Board of Directors
falls below the required quorum for holding the
Board’s meetings, or at the request of a number
of shareholders representing 10% of the capital of
the Company provided that they shall have serious
reasonable grounds justifying such request.

d) The Minister of Industry and Commerce may also by
resolution summon the Ordinary General Meeting to
convene whenever he deems that there are reasons
requiring such action.

Article (49)

Quorum

An Ordinary General Meeting shall not be valid unless
attended by shareholders having voting rights and
representing more than one half of the shares of the
Company. If the said quorum is not obtained, the Ordinary
General Meeting shall be called to convene for a second
Meeting with the same agenda to be held within a period
of not less than seven days and not more than fifteen days
from the date of the first Meeting. The second Meeting
shall be valid if attended by shareholders having the right
to vote and representing more than 30% of the Company's
capital at least. The third Meeting shall be valid irrespective
of the number of shareholders present. New notices of
the second and third Meetings need not be sent, if their
dates were fixed in the notice given in respect of the first
Meeting, provided that notice shall be published to the
effect that these two meetings were not held in at least two
daily Arabic newspapers one of which shall be local.

Article (50)

Voting

a) Voting at the General Meeting shall be by show
of hands or any manner approved by the General
Meeting. Voting shall be by secret ballot if the
resolution concerns the election or dismissal of a
member of the Board of Directors or filing action
against him or when the Chairman of the Board or
a number of shareholders representing at least one
tenth of the number of votes present at the Meeting
request voting by secret ballot.

b) The members of the Board of Directors shall not vote
on the general assembly’s resolutions relating to the
determination of their salaries and remuneration or to
discharging them or exempting them from liability for
their management.

c) The resolutions of the Ordinary General Meeting shall
be valid if passed by the majority of Shares represented
at the meeting.
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Article (51)

Competence of the Ordinary General Meeting

The Ordinary General Meeting shall be competent to
consider all matters relating to the Company and to adopt
appropriate resolutions in relation thereto save those
that have been reserved by the Law to the Extraordinary
General Meeting. The Ordinary General Meeting shall be
competent, in particular, in relation to matters provided in
Article (206) of the Law.

Article (52)

Discussions at General Meetings

The General Meeting shall only discuss topics included
in the agenda unless there are urgent matters that have
arisen after preparation of the agenda or if they are
uncovered during the Meeting and if the competent
government authority or a public corporate shareholder
in the Company or a number of shareholders who own
at least 10% of the Company’s capital request the Board
of Directors to include a particular item in the agenda
which had not been included, the General Meeting shall
have the right to discuss such item at the request of the
persons concerned. If it is found during the discussion that
information relating to certain issues is not sufficient, the
Meeting shall be postponed for no more than 10 days, if
so requested by a number of shareholders who own one
quarter of the shares by which the Meeting was held.

Article (53)

Extraordinary General Meeting
1. Convening:

An Extraordinary General Meeting is held on summons
from the Board of Directors or on a written requisition
addressed to the Board of Directors by shareholders
representing not less than 10% of the capital of the
Company.

The Board of Directors shall, in the latter event, call for
an Extraordinary General Meeting within one month
of the date on which such requisition was received
by the Board; otherwise the Ministry of Industry and
Commerce shall call up the meeting within fifteen days
from the date of expiry of said period.

2. Quorum:

An Extraordinary General Meeting shall not be validly
held unless attended by shareholders representing at
least two thirds of the shares of the Company. If said
quorum could not be obtained, summons should be
sent for a second meeting which shall be held within
the next fifteen days following the date of the first
meeting. The quorum for the second meeting shall be
valid if it was attended by members representing more
than one third of the shares. If a quorum could not be
obtained for the second meeting, summons shall be
sent for a third meeting which shall be held within
fifteen days of the date of the second meeting. The
third meeting shall be valid if attended by members
representing one quarter of the shares. New summons
for the second and third meetings need not be given
if their dates were fixed in the notice given in respect
of the first and the second meeting, provided that
notice shall be published that the first two meetings
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were not held as the case may be in at least two daily
Arabic newspapers and one of them shall be a local
newspaper.

3. Voting:

Resolutions at an Extraordinary General Meeting shall
be passed by a two third majority of shares represented
at the meeting unless the resolution relates to the
increase or reduction of capital, extension of the term
of the Company, dissolution or merger of the Company
with another company in which case resolutions shall
only be valid if adopted by 75% of the shares present
at the Extraordinary General Meeting.

4. Competence:

a) The Extraordinary General Meeting shall have
competence over all the matters provided for in
Article (210) of the Law.

b) The Extraordinary General Meeting may adopt
resolutions in respect of matters falling within the
competence of the Ordinary General Meeting
provided that:

i. the quorum and voting majority required for
the Ordinary General Meeting are available;
and

ii. the subject of the resolution had been placed
on the agenda.

Article (54)

Binding Effect of Resolutions of the General Meeting

a) Resolutions adopted at the General Meeting in
accordance with the provisions of the Law and
these Articles of Association shall be binding on
all shareholders whether they were present at the
meeting at which the said resolutions were passed or
absent or whether they voted for or against them.

b) The Board of Directors shall implement the resolutions
of the General Meeting.

Article (55)

Invalidity of Resolutions

Without prejudice to the rights of any bona fide third party,
all resolutions adopted by the General Meeting contrary to
the provisions of the Law and its Implementing Regulations
or the Company's Memorandum of Association and or
these Articles of Association shall be deemed null and void.
The court may nullify any resolution adopted in favour of a
particular class of shareholders or with the intent to cause
damage thereto or realising special benefit to members
of the Board of Directors or others without regard for the
Company’s interest. A request to invalidate a resolution in
this case may be made only by those shareholders who
recorded their objection to the resolution in the minutes
of the meeting or who are absent from the meeting on
account of an acceptable excuse. A nullified resolution
shall be deemed non-existent as far as all shareholders are
concerned. The Board of Directors shall publish a summary
of the judgment of the court nullifying the said resolution
in one of the local daily newspapers. An action filed for
nullity of a resolution shall not result in suspending the
implementation of the resolution unless an order is issued
by the court to this effect. An action for nullity shall be
barred after the lapse of one year from the date of such
resolution.
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CHAPTER FIVE
FINANCIAL YEAR AND FINANCIAL SYSTEM

Article (56)

The financial year of the Company shall commence on
the first day of January and shall end on the 31st day of
December of each year except for the first year which shall
commence on the date on which the Company is registered
in the Registry of Commerce and the final incorporation of
the Company is announced and shall end at the end of the
financial year.

Article (57)
The Company shall maintain its cash funds with one bank
or more to be appointed by the Board of Directors. The
Board of Directors shall determine the maximum cash
amount to be maintained by the finance department who
shall have to deposit any excess amounts in the bank or
banks referred to.

Article (58)

1) The net profit shall be distributed as follows:

a. Ten per cent shall be set aside every year for the
Statutory Reserve. Such deductionmaybe discontinued
when such Statutory Reserve attains 50% of the paid
up capital. If the Statutory Reserve falls below the said
percentage, deduction shall be resumed until it attains
the percentage. The Statutory Reserve shall not be
distributed among shareholders; however, it may be
utilised in order to ensure distribution of dividends to
the shareholders amounting to not more than 5% of
the paid up value of the shares in years when the net
profit of the Company is insufficient to permit dividend
distribution equal to 5% of the paid up capital. Subject
to the approval of the General Meeting, a percentage
of the net profits realized by the sale of any of the
fixed assets or out of any compensation therefore,
may be distributed, provided that this shall not result
in preventing the Company from restoring the assets
of the Company to their original condition or from
buying new fixed assets.

Prior to providing its approval, the General Meeting
shall request its auditors to provide a report
concerning the percentage of the distributable net
profits and extent of the sufficiency arising from the
sale of the fixed assets or compensation to restore the
Company’s fixed assets to their earlier condition.

b. A sum to be determined by the General Meeting shall
be deducted to meet obligations of the Company.

c. The General Meeting may, at the proposal of the Board
of Directors, decide to allocate annually a percentage
of the net profits to the voluntary reserve account.
Said voluntary reserve shall be used for the purposes
determined by the General Meeting including the use
for depreciation of Company’s assets or for making up
for any fall in the value thereof or converting it into
capital.

d. The balance remaining of the profits shall be divided
among the shareholders as additional dividends or
carried over at the proposal of the Board of Directors
to the following financial year or shall be utilised in
building up a contingency reserve or a reserve fund for
unusual depreciation.
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2) Losses, if any, shall be borne by the shareholders in
proportion to the number of shares owned by each
of them and the liability of a shareholder shall not
exceed the value of his shareholding in the Company.
A shareholder shall only be obliged to pay the unpaid
portion of the nominal value of shares subscribed for,
if any.

CHAPTER SIX
AUDITORS

Article (59)
The General Assembly may appoint one auditor or more
from those licensed to practise their profession in Bahrain
("Auditor"”) and specify their remuneration.

Article (60)

The Auditor shall have, at all times, the right of access to
the Company's books, registers and documents, and to ask
for the particulars which he deems necessary to obtain. He
shall also have the right to verify the Company’s assets and
liabilities. If he is unable to exercise that right, he shall prove
this in writing in a report which he shall submit to the Board
of Directors. If the Board of Directors does not facilitate the
Auditor’s task, the latter shall invite the Ordinary General
Meeting to look into the matter.

The Auditor shall, in all cases, furnish the Ministry of
Industry and Commerce with copies of his reports and
observations, of whatever nature, whether they are financial
or administrative, and shall advise it whether there have
been any breaches of any nature, and such other reports,
whether they have been submitted to the General Meeting
or to the Company’s Board of Directors.

Article (61)

The Auditor shall attend any of the General Meetings
in which the report of the Board of Directors shall be
submitted. The Auditor shall submit his report to the
General Meeting regarding all issues that fall within his
scope of responsibility, and in particular about the balance
sheet of the Company. He shall read out his report before
the said General Meeting. Such report shall be prepared in
accordance with the international auditing standards and
practices or in accordance with the standards approved by
the competent government authority.

The report shall include, in particular, the following details:

1- Whether the Auditor has obtained the information
he deems necessary for performing his duties
satisfactorily.

2-  Whether the balance sheet and the profit and loss
account are in conformity with the facts, that they have
been prepared in accordance with the International
Accounting Standards, or in accordance with the
standards approved by the competent government
authority, whether they include all that is provided for
by the Law and the Company’s Articles of Association,
and that they reflect honestly and clearly the
Company’s actual financial position.

3- Whether the Company maintains regular books of
accounts.
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4-  Whether the particulars contained in the Board
of Directors’ report are in conformity with what is
contained in the Company’s books.

5-  Whether there have been any violations of the
Company’s Articles of Association or the provisions of
the Law during the financial year in a manner affecting
the Company's activities or its financial position, and
stating whether such violations are still continuing, to
the extent of the information made available to him.

6-  Whether the stock taking undertaken by the Company
has been carried out in accordance with the recognised
standards.

Article (62)
If the Company has more than one auditor and they do
not agree on one report, each of them should prepare an
independent report. In the event of more than one auditor,
that were involved in the mistake, they shall be jointly liable
towards the company.

The Auditor's report shall be read out at the General
Assembly, and each shareholder shall have the right to
discuss the said report and ask for clarifications on its
contents.

CHAPTER SEVEN
DISSOLUTION AND LIQUIDATION OF THE COMPANY

Article (63)
The Company shall be dissolved for any of the following
reasons:

a) Termination of the Company or merging it with
another company by resolution of an Extraordinary
General Meeting.

b) Attainment of the objects for which the Company has
been incorporated.

c) Loss of its capital or a sizeable portion thereof,
rendering it not feasible for the Company to continue.

d) Ifit appears from the Balance Sheet that the Company
has lost its reserves and three quarters of its capital,
the Chairman of the Board of Directors shall summon
an Extraordinary General Meeting to convene in order
to resolve whether to dissolve the Company before
the expiry of the period fixed therefore, or reduce
the capital or to take other suitable measures. If the
Extraordinary General Meeting refuses to dissolve the
Company, any shareholder shall have the right to take
the matter to the court.

f)  The Company is declared bankrupt.
g) A court order is made for dissolution of the Company.
h) Merger into another company.

PROCEDURES

Article (64)
The Company shall, upon dissolution, be considered in a
state of liquidation, and shall be liquidated and its assets
divided in accordance with the provisions of Articles (325)
to (344) of the Law.
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CHAPTER EIGHT
FINAL PROVISIONS

Article (65)
a) These Articles of Association shall be deposited and
published in accordance with the provisions of the
Law.

b) The Articles of Association were made in accordance
with the no-objection letter of the Bahrain Investors
Centre at the Ministry of Industry and Commerce
under Ref. 81109 dated 28 April 2014.

Article (66)
All costs and fees in respect of these Articles of Association
and their full legalization shall be debited to the Company
overheads.

ENTIRE AGREEMENT

Article (67)
The provisions of the Law and its Implementing Regulations
issued by Order No.6 of the year 2002 shall apply with
respect to any matter for which no specific provision is
embodied in these Articles of Association.

In witness whereof, these Articles of Association were
made in one original and three copies which were signed
upon having been read by all the parties and by myself.
The parties concerned were given three copies to act in
accordance therewith.
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C.1 - Financial Statements and External Auditor’s Report
for the Three Months Ended 31 March 2014

] Deloitte & Touche - Middle East
e OI e Al-Zamil Tower
Government Avenue
P.O. Box 421, Manama
BH 99-8-12 Kingdom of Bahrain

Tel: +973 1721 4490
Fax: +973 1721 4550
www.deloitte.com

REVIEW REPORT TO THE DIRECTORS C.R. 18670

Zain Bahrain B.S.C. (¢)
Manama,
Kingdom of Bahrain.

Introduction

We have reviewed the accompanying condensed statement of financial position of ZAIN
BAHRAIN B.S.C. (¢) (“the Company”) as of March 31, 2014 and the related condensed statement
of profit or loss and other comprehensive income, condensed statement of changes in equity and
condensed statement of cash flows for the three-month period then ended, and a summary of
significant accounting policies and other explanatory notes. 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”. 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 all significant matters that might be identified in an 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 does not present fairly, in all material
respects, the financial position of the Company as at March 31, 2014 and of its financial

performance and its cash flows for the three-month period then ended in accordance with
International Accounting Standard 34 “Interim Financial Reporting”.

W j Tm L
Manama - Kingdom of Bahrain,

April 9, 2014 Deloitte & Touche

168 ZAIN BAHRAIN B.S.C.(c) PROSPECTUS



Condensed Statement of Financial Position (Unaudited)
AS AT MARCH 31, 2014

(Unaudited) (Audited) (Unaudited)
March 31, December 31, March 31,
2014 2013 2013
Notes BD ‘000 BD ‘000 BD ‘000
ASSETS
Current assets
Cash and bank balances 5 2,824 3,156 2,299
Accounts receivable and other receivables 6 22,604 20,644 18,534
Inventories 7 3,781 2,971 2,825
Total current assets 29,209 26,771 23,658
Non-current assets
Property, plant and equipment 8 63,761 61,367 52,232
Intangible assets 9 18,721 19,166 15,790
Total non-current assets 82,482 80,533 68,022
Total assets 111,691 107,304 91,680
LIABILITIES AND EQUITY
Liabilities
Current liabilities
Bank overdraft 5 - - 4,954
Accounts payable and accruals 10 33,769 29,166 32,838
Current portion of term loans 11 4,568 3,286 -
Deferred revenue 4,349 4,769 4,722
Total current liabilities 42,686 37,221 42,514
Non-current liabilities
Non-current portion of term loans M 19,832 16,714 -
Provisions 334 330 286
Total non-current liabilities 20,166 17,044 286
Total liabilities 62,852 54,265 42,800
Equity
Share capital 32,000 32,000 32,000
Share premium 100 100 100
Statutory reserve 9,561 9,453 9,037
Retained earnings 7,178 11,486 7,743
Total equity 48,839 53,039 48,880
Total liabilities and equity 111,691 107,304 91,680

The condensed interim financial information was approved and authorised for issue by the Directors on April 9,

2014 and signed on their behalf by:

The attached notes 1 to 15 form part of this condensed interim financial information.
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Condensed Statement of Profit or Loss and Other

Comprehensive Income (Unaudited)
FOR THE PERIOD ENDED MARCH 31, 2014

Three-month
period ended

Three-month
period ended

March 31, March 31,

2014 2013

Notes BD ‘000 BD ‘000

Revenue 12 18,398 19,077
Cost of revenue (3,497) (3,873)
Gross profit 14,901 15,204
Distribution, marketing and operating expenses (5,691) (6,037)
General and administrative expenses (1,426) (1,602)
Depreciation and amortisation (5,629) (5,882)
Provision for doubtful debts (408) (382)
Provision for slow moving inventories (299) (30)
Operating profit 1,448 1,271
Interest income 2 2
Other income 9 6
Other provision (210) -
Gain on currency revaluation 17 20
Finance costs (186) (55)
Profit for the period 1,080 1,244
Total comprehensive income for the period 1,080 1,244
Basic earnings per share 13 Fils 34 Fils 39

The attached notes 1 to 15 form part of this condensed interim financial information.
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Condensed Statement of Changes in Equity (Unaudited)
FOR THE PERIOD ENDED MARCH 31, 2014

Share Share Statutory Retained

Capital Premium Reserve Earnings Total

BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
Balance at December 31, 2012 32,000 100 8,913 13,023 54,036
Dividends - - - (6,400) (6,400)
Total comprehensive income for the period - - - 1,244 1,244
Transfer to statutory reserve - - 124 (124) -
Balance at March 31, 2013 32,000 100 9,037 7,743 48,880
Balance at December 31, 2013 32,000 100 9,453 11,486 53,039
Dividends - - - (5,280) (5,280)
Total comprehensive income for the period - - - 1,080 1,080
Transfer to statutory reserve - - 108 (108) -
Balance at March 31, 2014 32,000 100 9,561 7,178 48,839

The attached notes 1 to 15 form part of this condensed interim financial information.
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Condensed Statement of Cash Flows (Unaudited)
FOR THE PERIOD ENDED MARCH 31, 2014

Three-month Three-month
period ended period ended
March 31, March 31,
2014 2013
BD ‘000 BD ‘000
Cash flows from operating activities:
Profit for the period 1,080 1,244
Adjustments for:
Depreciation and amortisation 5,629 5,882
Allowance for doubtful debts and slow moving inventories 707 412
Finance costs 186 55
Interest income (2) (2)
Gain on disposal of property, plant and equipment (3) -
Provision for employees’ end of service indemnity 16 15
Operating profit before working capital changes 7,613 7,606
Increase in inventories (1,109) (1,260)
(Increase) /decrease in accounts receivable, advances, prepayments
and other receivables (2,368) 1,015
(Decrease) / increase in accounts payable and accruals (679) 2,754
Decrease in deferred revenue (420) (27)
Cash generated from operating activities 3,037 10,087
Payment of employees’ end of service indemnity (12) 2
Net cash from operating activities 3,025 10,085
Cash flows from investing activities:
Purchase of property, plant and equipment (4,624) (1,554)
Increase in intangible assets (2,954) (3,628)
Interest received 2 2
Proceeds from disposal of property, plant and equipment 3 -
Net cash used in investing activities (7,573) (5,180)
Cash flows from financing activities:
Long term loans 4,400 -
Interest paid (184) (55)
Net cash from / (used in) financing activities 4,216 (55)
Net (decrease) / increase in cash and cash equivalents (332 4,850
Cash and cash equivalents at beginning of the period 3,156 (7,505)
Cash and cash equivalents at the end of the period (Note 5) 2,824 (2,655)

The attached notes 1 to 15 form part of this condensed interim financial information.
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Notes to the Condensed Interim Financial Information (Unaudited)
FOR THE PERIOD ENDED MARCH 31, 2014

1. INCORPORATION AND ACTIVITIES:
Zain Bahrain B.S.C. (c) (“the Company”) is a Bahraini Joint Stock Company Closed incorporated in the Kingdom of
Bahrain on April 19, 2003 and registered with the Ministry of Industry and Commerce 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 provides telecommunication services under various licenses issued by the Telecommunications
Regulatory Authority (“TRA") of the Kingdom of Bahrain. The initial periods of the licenses are 15 years. In 2013,
the Company obtained 4G Long Term Evolution (“4G LTE") license for a period of 15 years. The Company is also
involved in the sale of handsets and accessories in the Kingdom of Bahrain. The Company launched its services on
December 28, 2003.

In accordance with the Individual Mobile Telecommunication License of the Company, as amended, the TRA requested
the Company to complete the Initial Public Offering of shares by no later than December 31, 2013. The Company sent
a formal request for an extension of the deadline up to June 30, 2014 to the TRA. The TRA is expected to issue their
final reply in due course.

The address of the registered office is P.O. Box 266, Manama, Kingdom of Bahrain.

2. BASIS OF PREPARATION:
The condensed interim financial information has been prepared using accounting policies consistent with International
Financial Reporting Standards and in accordance with International Accounting Standard (IAS) 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. For more details, please
refer to the audited financial statements for the year ended December 31, 2013.

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, 2014.

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, 2013.

Standards affecting the disclosures and presentation in the current period

None of the revised Standards that have been adopted in the current period which are effective for annual periods
beginning on or after January 1, 2013 have affected the disclosures and presentations in the financial information.

4. JUDGEMENTS AND ESTIMATES:
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.

Change in accounting estimates:

During the period, the Company’s management amended the useful life of property, plant and equipment as instructed
by the Parent Company’s and in line with the changes for the Group. The changes are as follows;

Category Initial useful life Revised useful life
Building 20 years 50 years

Office equipment 2 -5years 4 -5 years
Network equipment 3-15years 3-20years

The above change has resulted in a decrease in the depreciation expense for the current period and current year by
BD 600,352 and BD 2,033,058 respectively.
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Notes to the Condensed Interim Financial Information (Unaudited) continued

FOR THE PERIOD ENDED MARCH 31, 2014

In preparing these 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, 2013.

5. CASH AND CASH EQUIVALNETS:

(Unaudited) (Audited) (Unaudited)
March 31, 2014 December 31, 2013 March 31, 2013
BD ‘000 BD ‘000 BD ‘000
Short-term deposits - 104 249
Cash at banks and on hand 2,824 3,052 2,050
Cash and bank balances 2,824 3,156 2,299
Less: Bank overdraft - - (4,954)
Cash and cash equivalents 2,824 3,156 (2,655)
6. ACCOUNTS RECEIVABLE AND OTHER RECEIVABLES:

(Unaudited) (Audited) (Unaudited)
March 31, 2014 December 31, 2013 March 31, 2013
BD ‘000 BD ‘000 BD ‘000

Accounts receivable:
Due from post paid subscribers 16,905 16,503 14,938
Allowance for doubtful debts (6,056) (5,627) (4,496)
10,849 10,876 10,442
Due from roaming partners 3,290 3,214 1,178
Due from distributors 540 174 422
14,679 14,264 12,042

Other receivables:

Accrued income 631 534 477
Interconnect receivable from other operators 2,557 2,137 855
Prepaid expenses 2,701 1,451 2,568
Due from related parties (Note 14.1) 16 16 20
Advance paid to suppliers 1,700 1,826 1,744
Staff receivables 119 164 158
Other receivables 201 252 670
7,925 6,380 6,492
22,604 20,644 18,534

7. INVENTORIES:

This caption comprises mobile telephone handsets and accessories, laptops, Subscribers’ Identification Module (SIM)

cards, recharge vouchers and calling cards.

(Unaudited) (Audited) (Unaudited)

March 31, 2014 December 31, 2013 March 31, 2013

BD ‘000 BD ‘000 BD ‘000

Laptops, mobile telephone handsets and accessories 4,432 3,321 3,100
SIM cards, recharge vouchers and calling cards 43 45 30
4,475 3,366 3,130

Allowance for slow moving items (694) (395) (305)
3,781 2,971 2,825
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Notes to the Condensed Interim Financial Information (Unaudited) continued
FOR THE PERIOD ENDED MARCH 31, 2014

9.1

9.2

9.3

9.4

PROPERTY, PLANT AND EQUIPMENT:

Freehold Furniture Capital
Land and Network Office and Work-in
Building  Equipment  Equipment Fixtures Vehicles Progress Total
BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD "000 BD ‘000
Cost:
Balance at December 31, 2013 2,922 88,545 23,471 3,471 30 12,791 131,230
Additions - 84 140 - - 4,400 4,624
Disposal - - . . (13) - (13)
Balance at March 31, 2014 2,922 88,629 23,611 3,471 17 17,191 135,841

Accumulated depreciation:

Balance at December 31, 2013 658 47,403 18,573 3,199 30 - 69,863
Depreciation expense 9 1,754 409 58 - - 2,230
Relating to disposal - - - - (13) - (13)
Balance at March 31, 2014 667 49,157 18,982 3,257 17 - 72,080

Carrying amount:
Balance at March 31, 2014 2,255 39,472 4,629 214 - 17,191 63,761
Balance at December 31, 2013 2,264 41,142 4,898 272 - 12,791 61,367

INTANGIBLE ASSETS:

(Unaudited) (Audited) (Unaudited)
March 31, 2014 December 31, 2013 March 31, 2013
BD ‘000 BD ‘000 BD ‘000
Cost:

Balance at the beginning of the period / year 59,396 42,075 42,075
Additions 2,954 17,321 3,628
62,350 59,396 45,703

Accumulated amortisation:
Balance at the beginning of the period / year 40,230 26,663 26,663
Amortisation expense 3,399 13,567 3,250
Balance at the end of the period / year 43,629 40,230 29,913
Carrying amount at the end of the period / year 18,721 19,166 15,790

Intangible assets consist of the following license fees:

Fees of BD 5,576,211 for the National Fixed Wireless Services (“NFWS") license obtained on January 8, 2007. This fee
is amortised over the license period of 15 years. The net book value of the license at the end of the period amounts to
BD 2,917,640 (December 31, 2013: BD 3,010,577).

Fees of BD 378,000 for the Rotana digital entertainment music license. This fee is amortised over a period of three years
from the launching day of the agreed services with Rotana which is from May 1, 2009. This has been fully amortised.

Subscribers acquisition cost amounting to BD 55,437,792 (December 31, 2013: BD 52,484,646) comprises the subsidised
cost of inventory items sold by the Company to its customers. These items are amortised over the contracted subsidy
period which ranges from 1 to 3 years. The net book value of the subscribers acquisition cost at the period end
amounts to BD 14,878,085 (December 31, 2013: BD 15,214,865).

Fees of BD 956,700 for the 4G Long Term Evolution (4G LTE") license obtained on September 19, 2013. This fee is

amortised over the license period of 15 years. The net book value of the license at the end of the period amounts to
BD 924,810 (December 31, 2013: BD 940,755).
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Notes to the Condensed Interim Financial Information (Unaudited) continued
FOR THE PERIOD ENDED MARCH 31, 2014

10.

11.

12.

ACCOUNTS PAYABLE AND ACCRUALS:

(Unaudited) (Audited) (Unaudited)
March 31, 2014 December 31, 2013 March 31, 2013
BD ‘000 BD ‘000 BD ‘000
Due to suppliers 10,324 9,846 8,908
Accrued expenses 7,144 5,398 7,755
Due to telecommunication operators 3,400 2,687 1,350
Due to roaming partners 1,360 1,267 1,679
Accrued employees’ benefits 515 1,149 1,094
Subscriber deposits 30 32 38
Dividend payable 5,692 396 6,764
Due to related parties (Note 14.1) 4,830 7,909 5,137
Directors’ remuneration 439 452 113
Accrued interest 35 30 -
33,769 29,166 32,838

LONG TERM LOANS:
(Unaudited) (Audited) (Unaudited)
March 31, 2014 December 31, 2013 March 31, 2013
BD ‘000 BD ‘000 BD ‘000
Long term loans 24,400 20,000 -
Less: current portion of long term loans (4,568) (3,286) -
19,832 16,714 -

During the last year, the Company obtained three term loans facilities amounting to BD 10.5 million, BD 13 million
and BD 7.5 million respectively from three commercial banks in the Kingdom of Bahrain. As at the reporting date, the
Company has utilised BD 24.4 million out of the total loan facilities available. These loans carry interest rate of three
months BIBOR plus 2.25%. Loans are payable in 8, 7 and 8 semi-annual installments respectively starting after one
year and one and half year respectively from the loan agreement date. The Company signed promissory notes against

these loans.

REVENUE:

This caption represents revenue from airtime, data, subscription, handsets, accessories and SIM card starter pack

sales, net of roaming expense.
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Notes to the Condensed Interim Financial Information (Unaudited) continued
FOR THE PERIOD ENDED MARCH 31, 2014

13.

14.

BASIC EARNINGS PER SHARE:

(Unaudited) (Unaudited)
Three-month Three-month
period ended period ended
March 31, 2014 March 31, 2013
BD ‘000 BD ‘000
Profit for the period 1,080 1,244
Number of shares ‘000 ‘000
Weighted average number of ordinary shares in issue 32,000 32,000
Fils per share Fils per share
Basic earnings per share 34 39

RELATED PARTY TRANSACTIONS:

These represent transactions with related parties as defined in International Accounting Standard 24: “Related Party
Disclosures”, which include Shareholders, Directors and senior management of the Company, their close family
members and companies of which they are principal owners. Pricing policies and terms of these transactions are

approved by the Company’s management.

Transactions with related parties included in the condensed statement of comprehensive income are as follows:

(Unaudited)
Three-month
period ended
March 31, 2014

(Unaudited)
Three-month
period ended
March 31, 2013

BD 000 BD 000
Office rent and maintenance costs 259 262
Site and outlet rent 12 15
Management fee 563 589
Employee share option plan charges (Note 14.1) 8 45
Royalty fee 89 87
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Notes to the Condensed Interim Financial Information (Unaudited) continued
FOR THE PERIOD ENDED MARCH 31, 2014

14.1 The employee share option plan charges relate to the share option plan managed and handled by the Parent Company.
The liability of the Company is limited to its contribution as charged by the Parent Company.

(Unaudited) (Audited) (Unaudited)
March 31, 2014 December 31, 2013 March 31, 2013
BD ‘000 BD ‘000 BD ‘000

Related party balances
Zain Group Holding-Bahrain S.P.C. (4,805) (7,850) (5,079
Zain — Jordan (5) (5) (4)
Zain - Kingdom of Saudi Arabia 3 3 7
Sudanese Mobile Telephone Company Ltd 12 12 13
Zain —Iraq - (34) (34)
Mobile Telecommunication Company - Kuwait (20) (20) (20)
Zain — South Sudan 1 1 -
(4,814) (7,893) (5,117)

Amounts due from / to related parties are presented in Notes 7 and 11 as follows:

(Unaudited) (Audited) (Unaudited)

March 31, 2014 December 31, 2013 March 31, 2013

BD ‘000 BD ‘000 BD ‘000

Due from related parties (Note 6) 16 16 20
Due to related parties (Note 10) 4,830 7,909 5,137

Compensation of key management personnel:

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

(Unaudited) (Unaudited)

Three-month Three-month

period ended period ended

March 31, 2014 March 31, 2013

BD ‘000 BD ‘000

Short term benefits 325 313
Other long term benefits 36 22
361 335

The above compensations were in the form of salaries, allowances and bonus.
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Notes to the Condensed Interim Financial Information (Unaudited) continued
FOR THE PERIOD ENDED MARCH 31, 2014

15.

(i)

(if)

(iii)

CONTINGENT LIABILITIES AND COMMITMENTS:

Contingent liabilities:

(Unaudited) (Audited) (Unaudited)

March 31, 2014 December 31, 2013 March 31, 2013

BD ‘000 BD ‘000 BD ‘000

Letters of guarantee 908 1,091 62

Capital commitment:

Capital expenditure contracted at the reporting date but not provided for, is as follows:

(Unaudited) (Audited) (Unaudited)

March 31, 2014 December 31, 2013 March 31, 2013

BD ‘000 BD ‘000 BD ‘000

Capital expenditures 19,789 24,050 15,191

Operating leases:

Commitments under operating leases, which substantially comprise properties on which telecommunication

equipment have been installed, are presented as follows:

(Unaudited) (Audited) (Unaudited)

March 31, 2014 December 31, 2013 March 31, 2013

BD ‘000 BD ‘000 BD ‘000

Within one year 6,017 6,424 2,271
After one year, but not more than five years. 3,880 3,862 8,745
9,897 10,286 11,016
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C.2 - Financial Statements and External Auditor’s Report
for the Year Ended 31 December 2013

] Deloitte & Touche - Middle East
e OI e Al-Zamil Tower
Government Avenue

P.O. Box 421, Manama
BH 99-8-12 Kingdom of Bahrain

Tel: +973 1721 4490
Fax: +973 1721 4550
www.deloitte.com

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS C.R. 18670

Zain Bahrain B.S.C. (¢)
Manama,
Kingdom of Bahrain.

Report on the Financial Statements

We have audited the accompanying financial statements of Zain Bahrain B.S.C. (c) (“the
Company’), which comprise the statement of financial position as at December 31, 2013, and the
statement of profit or loss and other comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and a summary of significant accounting policies
and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements 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 entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS (CONTINUED)
Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position
of Zain Bahrain B.S.C. (c) (“the Company”) as at December 31, 2013 and of its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards.

Emphasis of matter

As explained in Note 1 to the financial statements, the Telecommunication Regulatory Authority
(“TRA”) of Bahrain had issued a directive to the Company in accordance with the Individual
Mobile Telecommunication License of the Company, as amended, to complete the Initial Public
Offering (“IPO”) of shares by no later than December 31, 2013 which was not met by the
Company. Management advised that although the deadline was not met, key milestones towards
completing the IPO were achieved and remaining work is in progress, in this respect, a formal
request for an extension of the deadline up to June 30, 2014 was sent to the TRA. The outcome of
this matter and any possible impact on the financial statements cannot be determined as the TRA
has not yet replied.

Our opinion is not modified in respect of this matter.
Report on Other Legal and Regulatory Requirements

In our opinion, the Company has maintained proper accounting records and the financial
statements have been prepared in accordance with those records. We further report that, to the best
of our knowledge and belief, the financial information provided in the Board of Directors’ report is
in agreement with the financial statements and based on the information and explanations provided
by the management which were required for the purpose of our audit, we are not aware of any
violations of the relevant provisions of the Bahrain Commercial Companies Law 2001 and the
Company’s Memorandum and Articles of Association having occurred during the year ended
December 31, 2013 that might have had a material effect on the business of the Company or on its
financial position.

W j 7\.4 g
Manama - Kingdom of Bahrain,

January 12, 2014 Deloitte & Touche
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Statement of Financial Position
AS AT DECEMBER 31, 2013

2013 2012

Notes BD ‘000 BD ‘000
ASSETS
Current assets
Cash and bank balances 5 3,156 1,766
Accounts and other receivables 6 20,644 19,930
Inventories 7 2,971 1,595
Total current assets 26,771 23,291
Non-current assets
Property, plant and equipment 8 61,367 53,310
Intangible assets 9 19,166 15,412
Total non-current assets 80,533 68,722
Total assets 107,304 92,013
LIABILITIES AND EQUITY
Liabilities
Current liabilities
Bank overdraft 5 - 9,271
Accounts payable and accruals 10 29,166 23,684
Current portion of term loans 11 3,286 -
Deferred revenue 4,769 4,749
Total current liabilities 37,221 37,704
Non-current liabilities
Non-current portion of term loans 1 16,714 -
Provision for employees’ end of service benefits 12 330 273
Total non-current liabilities 17,044 273
Total liabilities 54,265 37,977
Equity
Share capital 13 32,000 32,000
Share premium 14 100 100
Statutory reserve 15 9,453 8,913
Retained earnings 11,486 13,023
Total equity 53,039 54,036
Total liabilities and equity 107,304 92,013
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Statement of Profit or Loss and other Comprehensive Income

FOR THE YEAR ENDED DECEMBER 31, 2013

2013 2012

Notes BD ‘000 BD ‘000

Revenue 16 78,081 73,533
Cost of revenue (16,304) (16,250)
Gross profit 61,777 57,283
Distribution, marketing and operating expenses (24,597) (22,100)
General and administrative expenses (6,225) (6,492)
Depreciation and amortisation (24,320) (20,877)
Provision for doubtful debts (1,513) (1,336)
Provision for inventories (120) (72)
Operating profit 5,002 6,406
Interest income 8 27
Other income - net 610 8
Gain on currency revaluation 104 176
Finance costs 17 (321) (208)
Profit for the year 18 5,403 6,409
Total comprehensive income for the year 5,403 6,409
Basic earnings per share 19 Fils 169 Fils 200
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Statement of Changes in Equity
FOR THE YEAR ENDED DECEMBER 31, 2013

Share Share Statutory Retained

Capital Premium Reserve Earnings Total

BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
Balance at December 31, 2011 32,000 100 8,272 18,455 58,827
Dividends declared - - - (11,200) (11,200)
Total comprehensive income for the year - - - 6,409 6,409
Transfer to statutory reserve - - 641 (641) -
Balance at December 31, 2012 32,000 100 8,913 13,023 54,036
Dividends declared (Note 13) - - - (6,400) (6,400)
Total comprehensive income for the year - - - 5,403 5,403
Transfer to statutory reserve - - 540 (540) -
Balance at December 31, 2013 32,000 100 9,453 11,486 53,039
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Statement of Profit Cash Flows
FOR THE YEAR ENDED DECEMBER 31, 2013

2013 2012
BD ‘000 BD ‘000
Cash flows from operating activities:
Profit for the year 5,403 6,409
Adjustments for:
Depreciation and amortisation 24,320 20,877
Insurance claim (470) -
Provision for doubtful debts and slow moving inventories 1,633 1,408
Finance costs 321 208
Interest income 8) (27)
Provision for employees’ end of service benefits 62 78
Loss on property, plant and equipment written off 65 -
Operating profit before working capital changes 31,326 28,953
(Increase) / decrease in accounts and other receivables (1,757) 288
(Increase) / decrease in inventories (1,496) 934
Increase / (decrease) in accounts payable and accruals 5,420 (1,866)
Increase in deferred revenue 20 799
Cash generated from operating activities 33,513 29,108
Payment of employees’ end of service benefits (5) (119)
Net cash from operating activities 33,508 28,989
Cash flow from investing activities:
Purchase of property, plant and equipment (18,875) (13,230)
Interest received 8 27
Increase in intangible assets (17,321) (16,366)
Net cash used in investing activities (36,188) (29,569)
Cash flows from financing activities:
Interest paid (291) (208)
Dividend paid (6,368) (11,116)
Term loans 20,000 -
Net cash from / (used in) financing activities 13,341 (11,324)
Net increase / (decrease) in cash and cash equivalents 10,661 (11,904)
Cash and cash equivalents at beginning of the year (7,505) 4,399
Cash and cash equivalents at end of the year (Note 5) 3,156 (7,505)
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Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2013

2.1

GENERAL INFORMATION:

Zain Bahrain B.S.C. (c) (“the Company”) is a Bahraini Joint Stock Company Closed incorporated in the Kingdom of
Bahrain on April 19, 2003 and registered with the Ministry of Industry and Commerce 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 provides telecommunication services under various licenses issued by the Telecommunications
Regulatory Authority (“TRA") of the Kingdom of Bahrain. The initial periods of the licenses are 15 years. The Company
is also involved in the sale of handsets and accessories in the Kingdom of Bahrain. The Company launched its services
on December 28, 2003.

In accordance with the Individual Mobile Telecommunication License of the Company, the TRA requested the
Company to complete the Initial Public Offering of shares by no later than December 31, 2013. This requirement was
not met by the Company and a formal request for an extension of the deadline up to June 30, 2014 was sent to the
TRA.

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSs):

Standards and Interpretations effective for the current period

The following new and revised standards and interpretations have been adopted in the current year with no material
impact on the disclosures and amounts reported for the current and prior years but may affect the accounting for
future transactions or arrangements:

*  Amendments to IFRS 7 Financial Instruments: Disclosures enhancing disclosures about offsetting of financial
assets and liabilities. The amendments to IFRS 7 require entities to disclose information about rights of offset and
related arrangements (such as collateral posting requirements) for financial instruments under an enforceable
master netting agreement or similar arrangement.

*  New and revised Standards on Consolidation, Joint Arrangements, Associates and Disclosures;

In May 2011, a package of five standards on consolidation, joint arrangements, associates and disclosures was
issued comprising IFRS 10 Consolidated Financial Statements, IFRS 11 Joint Arrangements, IFRS 12 Disclosure
of Interests in Other Entities, IAS 27 (as revised in 2011) Separate Financial Statements and IAS 28 (as revised in
2011) Investments in Associates and Joint Ventures. Subsequent to the issue of these standards, amendments to
IFRS 10, IFRS 11 and IFRS 12 were issued to clarify certain transitional guidance on the first-time application of
the standards.

These Standards are not applicable to the Company as it does not have any activities that fall within the scope
of these Standards.

e |FRS 13 Fair Value Measurement establishes a single source of guidance for fair value measurements and
disclosures about fair value measurements and is applicable for both financial and non-financial items.

*  Amendments to IAS 1 - Presentation of Other Comprehensive Income. The amendments introduce new
terminology, whose use is not mandatory, for the statement of comprehensive income and income statement.
Under the amendments to IAS 1, the ‘statement of comprehensive income’ is renamed as the ‘statement of
profit or loss and other comprehensive income’ (and the ‘income statement’ is renamed as the 'statement of
profit or loss’). The amendments retain the option to present profit or loss and other comprehensive income in
either a single statement or in two separate statements. However, items of other comprehensive income are
required to be grouped into those that will and will not subsequently be reclassified to profit or loss with tax on
items of other comprehensive income required to be allocated on the same basis.

e Amendments to IAS 19 Employee Benefits eliminate the “corridor approach” and therefore require an entity to
recognize changes in defined benefit plan obligations and plan assets when they occur.

e |FRIC 20 Stripping Costs in the Production Phase of a Surface Mine.

e Amendments to IFRS 7 Financial Instruments: Disclosures enhancing disclosures about offsetting of financial
assets and liabilities.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

2.2 Standards and Interpretations in issue not yet effective

3.1

3.2

3.3

IFRS 9 Financial Instruments. The requirements of IFRS 9 represent a significant
change from the classification and measurement requirements in IAS 39 Financial
Instruments: Classification and Measurement in respect of financial assets. The
most significant effect of IFRS 9 regarding the classification and measurement of
financial liabilities relates to the accounting for changes in fair value of a financial
liability (designated as at fair value through profit or loss) attributable to changes
in the credit risk of the issuer.

Amendments to IAS 32 Financial Instruments: Presentation relating to application
guidance on the offsetting of financial assets and financial liabilities.

Amendments to IFRS 7 Financial Instruments: Disclosures relating to disclosures
about the initial application of IFRS 9.

Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12 Disclosures
of Interests in Other Entities and IAS 27 Separate Financial Statements relating
to exception from the requirement to consolidate subsidiaries for eligible
Investment Entities

IFRIC 21 Levies.

Amendment to IAS 36: Impairment of Assets relating to the disclosure of
information about the recoverable amount of impaired assets if the amount is
based on fair value less cost of disposal.

Amendments to IAS 39: Novation of Derivatives and Continuation of Hedge
Accounting.

Amendments to IFRS 9: Financial Instruments relating to general hedge
accounting

Management has not early applied the following new standards, amendments and interpretations that have been
issued but not yet effective:

Effective for annual
periods beginning on or
after

Mandatory effective date
to be determined by the
IASB

January 1, 2014

January 1, 2015
(or otherwise when IFRS 9
is first applied)

January 1, 2014

January 1, 2014
January 1, 2014
January 1, 2014

When IFRS 9 is first
applied

The Directors anticipate that all of the above Standards and Interpretations as applicable, will be adopted in the
Company’s financial statements in future periods and that the adoption of those Standards and Interpretations will
have no material impact on the financial statements of the Company in the period of initial application.

SIGNIFICANT ACCOUNTING POLICIES:
Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards and

applicable requirements of the Bahrain Commercial Companies Law.

Basis of preparation
The financial statements have been prepared on the historical cost basis.

The financial statements have been presented in Bahraini Dinars, rounded to the nearest thousand.
The principal accounting policies are set out below.
Revenue recognition
Revenues which consist of income streams of a recurring and non-recurring nature are recognised when related
services are provided and are measured at the fair value of the consideration received or receivable and are reduced
for rebates and other similar allowances.
3.3.1 Post paid
Recurring post paid revenue represents billings to subscribers in respect of monthly rentals, airtime (voice and

data) usage fees and roaming charges. These are recognised when the related services are provided.

Revenue arising from the previous billing date to the reporting date is accrued.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

3.4

3.3.2 Prepaid
Prepaid vouchers enable the users to forward purchase a specified value of airtime (voice and data). The sale
price of the prepaid vouchers is based on airtime bundles while revenue is recognised based on airtime usage.
Unused airtime which has not been earned at the reporting date is recognised in the statement of financial
position as deferred revenue. Non-recurring revenues include one-time charges of subscription and other
services fees. One-time charges are recognised when services to the customers are activated or provided, as
appropriate.

3.3.3 Roaming
Roaming revenue arises from revenue sharing arrangements with other telecommunication operators in
respect of traffic exchanged and is recognised as earned.

3.3.4 Interconnection

Revenue (inbound)
Interconnection revenue represents amounts receivable from other network operators for their subscribers'’
traffic terminated on the Company’s network and is accounted for during the period of such use.

Expenses (outbound)
Interconnection expenses represent amounts payable to other network operators for the traffic terminated on
their network by the Company’s subscribers and are accounted for during the period of such use.

3.3.5 Prepaid calling card
Prepaid cards enable the users to forward purchase a specified value of airtime to call international destinations.
The sale price of the prepaid card is based on airtime bundles while revenue is recognised based on airtime
usage. Unused airtime which has not been earned at the reporting date is recognised in the statement of
financial position as deferred revenue.

3.3.6 Trading revenue
Revenues arising from trading primarily comprise of hand sets, equipment and SIM card starter packs sales and
are recognised upon delivery to the customer.

3.3.7 Interest income
Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying amount on initial recognition.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses.

Depreciation is recognised so as to write off the cost of assets (other than freehold land and properties under
construction) less their residual values over their useful lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed at the end of each reporting period, with the effect of
any changes in estimate accounted for on a prospective basis.

The estimated useful lives of property, plant and equipment are as follows:

Freehold building 20 years
Network equipment 3-15 years
Office equipment 5 years
Furniture and fixtures 5 years
Vehicles 5 years

Freehold land and properties under construction are not depreciated.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

3.5

3.6

3.7

3.8

3.9

Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortisation
and accumulated impairment losses. For acquired network businesses whose operations are governed by fixed-
term licenses, the amortisation period is determined primarily by reference to the unexpired license period and the
conditions for license renewal. Telecom license fees are amortised on a straight line basis over the life of the license.
Customer contracts and relationships are amortised over a period of one to four years. To the extent handsets are
provided below cost as part of the telecom service connection, it is treated as a subscriber acquisition cost and
recognized as an intangible asset and amortised over the period of the contract.

The estimated useful life and amortisation method are reviewed at the end of each reporting period, with the effect
of any changes in estimate being accounted for on a prospective basis. Intangible assets with indefinite useful lives,
if any, that are acquired separately are carried at cost less accumulated impairment losses.

Impairment of tangible and intangible assets

At the end of each reporting date, the Company reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if
any). When it is not possible to estimate the recoverable amount of an individual asset, the Company estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation
basis can be identified.

The recoverability of the Company’s tangible and intangible assets is subject to the future profitability of its
operations and evolution of the business in accordance with its plans. In evaluating the recoverability of its assets, the
management reviews the value and future benefits of the Company’s operations based on technological, regulatory
and market conditions.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset
(or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or loss,
unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is treated
as a revaluation increase.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets
is deducted from the borrowing costs eligible for capitalisation. All other borrowing costs are recognised in profit or
loss in the period in which they are incurred

Inventories
Inventories are stated at the lower of cost and net realisable value. Costs of inventories are determined on a weighted
average basis. Costs are those expenses incurred in bringing each product to its present location and condition.

Net realisable value represents the estimated selling price for inventories less all estimated costs of completion and
costs necessary to make the sale.

Financial assets

Financial assets are classified into the following specified categories: financial assets ‘at fair value through profit
or loss' (FVTPL), 'held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets and 'receivables’. The
classification depends on the nature and purpose of the financial assets and is determined at the time of initial
recognition. At present, the financial assets of the Company consist of only receivables comprising accounts and
other receivables and cash and bank balances.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

3.9.1 Receivables
Accounts receivables and other receivables that have fixed or determinable payments that are not quoted in
an active market are classified as receivables. Receivables are measured at amortised cost using the effective
interest method, less any impairment. Interest income is recognised by applying the effective interest rate,
except for short-term receivables when the recognition of interest would be immaterial.

3.9.2 Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees on points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the financial
asset, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

3.9.3 Impairment of financial assets
Financial assets are assessed for indicators of impairment at the end of each reporting period. Financial assets
are considered to be impaired when there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows of the asset have
been affected.

The objective evidence of impairment could include:

significant financial difficulty of the issuer or counterparty; or

breach of contract, such as a default or delinquency in interest or principal payments; or

it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or
the disappearance of an active market for that financial asset because of financial difficulties.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment
for a portfolio of receivables could include the Company’s past experience of collecting payments, an increase
in the number of delayed payments in the portfolio past the average credit period of 60 days, as well as
observable changes in national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
financial asset's original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with
the exception of trade receivables, where the carrying amount is reduced through the use of an allowance
account. When a trade receivable is considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance account. Changes
in the carrying amount of the allowance account are recognised in profit or loss.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognised, the previously recognised impairment loss is reversed through profit or loss to the extent that
the carrying amount of the financial assets at the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been recognised.

3.9.4 Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire; or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another entity. If the Company neither transfers nor retains substantially all the risks and rewards of ownership
and continues to control the transferred asset, the Company recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If the Company retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Company continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and the
sum of the consideration received and receivable is recognised in profit or loss.

190 ZAIN BAHRAIN B.S.C.(c) PROSPECTUS



Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

3.10 Financial liabilities
Financial liabilities are classified as either financial liabilities ‘at FVTPL or ‘other financial liabilities’. At present, the
financial liabilities of the Company consist of only other financial liabilities comprising trade and other payables and
borrowings.

3.10.10ther financial liabilities
Other financial liabilities (including borrowings and trade and other payables) are initially measured at fair
value net of transaction cost and are subsequently measured at amortised cost using the effective interest
method with interest expense recognised on an effective yield basis except for short term payable when the
recognition of interest would be immaterial

3.10.2Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life of the financial liability, or (where appropriate) a
shorter period, to the net carrying amount on initial recognition.

3.11 Provisions
Provisions are recognised when the Company has a present obligation (legal or constructive) arising from a past
event, and the costs to settle the obligation are both probable and able to be reliably measured.

3.12 Leasing

The Company as lessee

Finance leases, which transfer to the Company substantially all the risks and benefits incidental to ownership of the
leased item, are capitalised at the inception of the lease at the fair value of the leased asset or, if lower, at the present
value of the minimum lease payments. Lease payments are apportioned between finance charges and reduction of
the lease liability so as to achieve a constant rate of interest on the remaining balance of the lease.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as
operating leases. Operating lease payments are recognised as an expense in the profit or loss on a straight- line
basis over the lease term.

3.13 Provision for employees’ end of service benefits
The Company provides end of service benefits to all its expatriate employees in accordance with the Bahrain Labor
Law. The entitlement to these benefits is based upon the employee’s final salary and length of service, subject to the
completion of a minimum service period. The expected costs of these benefits are accrued over the period of the
employment.

For Bahraini employees, the Company makes contributions to the Social Insurance Organisation, based on the
applicable law and regulation.

3.14 Employee saving scheme
The Company’s contribution to the employees saving scheme is calculated as a percentage of employee salaries
as determined by management in a separate fund account. The Company's obligations are limited to theses
contributions, which are expensed when due.

3.15 Foreign currencies
The functional currency of the Company is the Bahraini Dinar. Transactions in foreign currencies are recognised in
functional currencies at the rate ruling at the dates of the transactions. Monetary assets and liabilities denominated
in foreign currencies are retranslated at the rate of exchange ruling at the reporting date. All differences are taken
to profit or loss. Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

3.16 Share-based payment transactions
The Parent Company operates both an equity settled and cash settled share based compensation plan. The cost of
these share based transactions is measured at fair value at the date of the grant taking into account the terms and
conditions upon which the instruments were granted.

The Company grants rights to equity instruments of its parent to certain entitled employees and accounts for the

transaction as cash-settled. The fair value is expensed over the vesting period with a corresponding adjustment in
liability.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY:
In the application of the entity’s accounting policies, which are described in Note 3, management is required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future periods

Critical judgements in applying the entity’s accounting policies
In the process of applying the entity's accounting policies, which are described in Note 3, management did not have
to make judgements that may have significant effect on the amounts recognised in the financial statements.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Property, plant and equipment - network:

Due to the nature of the Company's business, the network assets of the Company, as detailed in Note 8, are
susceptible to rapid technological obsolescence. Management depreciates those assets over 3 to 15 years. The
estimation of network assets useful lives is based on management judgement and estimates. In order to estimate
the lives of network assets, management considers the nature of the assets, usage and technological advancement.
Therefore, any technological advancement in future may warrant the need for substantial upgrade or replacement of
equipment. Hence, management performs annual impairment tests on the network assets, as described in Note 3,
to identify any indication that those assets have suffered an impairment loss. As per the policy the impairment loss,
if any, will be recognised immediately in the profit or loss.

Allowance for bad debts on due from post paid subscribers:

As described in Note 6, it is the Company’s policy to provide for doubtful debts after taking into account factors
such as the time period for which the amount has been outstanding, type of subscribers and period the subscriber
balance has remained inactive. On the basis of the age analysis of due from subscribers, management uses certain
percentages applied to the different aging periods. These percentages have been developed by management on
the basis of their experience and past recovery trends. The ability to estimate the required provision will become
more accurate over time as long as sufficient reliable data is built up.

Impairment of tangible and intangible assets and useful lives

The management tests annually whether tangible and intangible assets have suffered impairment in accordance
with accounting policies stated in Note 3. The recoverable amount of an asset is determined based on value-in-use
method.

The management determines the useful lives of property, plant and equipment and intangible assets and the
related depreciation and amortisation charge. The depreciation and amortisation charge for the year will change
significantly if the actual life is different from the estimated useful life of the asset.

The review carried out by the management did not reveal any impairment or change in the useful life of the tangible
and intangible assets.

CASH AND CAH EQUIVALENTS:

2013 2012

BD ‘000 BD ‘000

Short-term deposits 104 252
Cash and bank balances 3,052 1,514
Cash and bank balances 3,156 1,766
Less: Bank overdraft - (9,271)
3,156 (7,505)

Cash and bank balances include BD 238,257 (2012: BD 203,755), denominated in United States Dollars and BD
105,504 (2012: BD 323,156) denominated in Euros. The average interest rate per annum on short-term deposits is 1%
(2012: 1%) per annum.
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The purpose of the bank overdraft was to finance the working capital requirements of the Company. It carried a
variable interest rate of 3-months Bahrain Inter Bank Offered Rate (BIBOR) + 2.25% as at December 31, 2012.

6. ACCOUNTS AND OTHER RECEIVABLES:

2013 2012
BD ‘000 BD ‘000

Accounts receivables:
Due from post paid subscribers 16,503 14,296
Allowance for doubtful debts (5,627) 4,114)
10,876 10,182
Due from telecommunication operators 3,214 1,277
Due from distributors 174 380
14,264 11,839

Other receivables:

Accrued income (6.1) 534 452
Interconnect receivable from other operators 2,137 1,808
Prepaid expenses (6.2) 1,451 1,626
Due from related parties (Note 20) 16 19
Advance paid to suppliers 1,826 3,182
Staff receivables 164 175
Other receivables 252 829
6,380 8,091
20,644 19,930

The average credit period for subscribers on services provided is 60 days. No interest is charged on the overdue
subscribers’ balances. The Company has provided fully for all subscriber receivables over 360 days excluding
those receivables being followed by the collection agencies and certain specific customer receivables which are
considered recoverable, because historical experience is such that receivables that are past due beyond 340 days
are generally not recoverable. Trade receivables between 60 days and 360 days are provided for based on estimated
irrecoverable amounts for the service provided, determined by reference to past default experience.

Included in the due from telecommunication operators balance are debtors with a carrying amount of BD 207,480
(2012: BD 176,573) which are past due at the reporting date for which the Company has not provided for as there has
not been a significant change in credit quality and the amounts are still considered recoverable. The Company does
not hold any collateral over these balances. As at December 31, 2013, the Company has also a payable balance of
BD 1,266,825 (2012: BD 1,826,253) to the same operators included under accounts payable and accruals (Note 10).

As at December 31, 2013, ten (2012: ten) operators account for approximately 39% (2012: 59%) of amounts due from
telecommunication operators.

Included in accounts receivable balances are debtors with carrying amount of BD 7,959,879 (2012: BD 6,695,809)
which are past due at the reporting date for which the Company has not provided as there has not been a significant
change in credit quality and the amounts are still considered recoverable.

The ageing of past due but not impaired is as follows:

2013 2012

BD ‘000 BD ‘000

3 months 2,797 1,060
4-6 months 1,589 1,529
7-12 months 1,332 1,138
More than 360 days 3,611 2,969
9,329 6,696
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6.1

6.2

Movement in the allowance for doubtful debts is as follow:

2013 2012

BD ‘000 BD ‘000

Balance at beginning of the year 4114 2,778
Impairment losses recognised on receivables 1,513 1,336
Balance at end of the year 5,627 4,114

Allowance for doubtful debts is estimated after taking into account factors such as the time period for which the
amounts remain outstanding, type of subscribers and period for which subscriber balances have remained inactive.

Ageing of impaired accounts receivables;

2013 2012

BD ‘000 BD ‘000

Up to 3 months 51 56
3-6 months 223 283
7-12 months 890 716
More than 360 days 4,463 3,059
5,627 4,114

The Directors consider that the carrying amount of accounts and other receivables approximate their fair value.

The Company has no significant concentration of credit risk on due from post paid subscribers, with exposure
spread over a large number of customers.

Accrued income comprises unbilled charges for services provided at the year end where the billing was not due at
that date.

Prepaid expenses comprise the unamortised portion of advance payments in connection with rentals, insurance,
maintenance and other miscellaneous expenses.

INVENTORIES:
This caption comprises mobile telephone handsets and accessories, subscribers’ identification module (“SIM")
cards, recharge vouchers and calling cards.

2013 2012

BD ‘000 BD ‘000

Laptops, mobile telephone handsets and accessories 3,321 1,800
SIM cards, recharge vouchers and calling cards 45 70
3,366 1,870

Allowance for slow moving items (395) (275)
2,971 1,595
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9.1

9.2

PROPERTY, PLANT AND EQUIPMENT:

Freehold Furniture Properties

Land and Network Office and Under

Building  Equipment  Equipment Fixtures Vehicles Construction Total

BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
Cost:
Balance at December 31, 2011 2,172 69,324 20,017 3,330 30 4,761 99,634
Additions 49 4,526 396 13 - 8,246 13,230
Transfers - 4,254 1,869 119 - (6,242) -
Balance at December 31, 2012 2,221 78,104 22,282 3,462 30 6,765 112,864
Additions 65 2,065 392 8 - 16,345 18,875
Transfers 636 8,381 1,304 - - (10,321) -
Written off - (509) - - - - (509)
Balance at December 31, 2013 2,922 88,041 23,978 3,470 30 12,789 131,230
Accumulated Depreciation:
Balance at December 31, 2011 490 31,823 14,727 2,717 29 - 49,786
Depreciation expense 80 7,456 1,991 240 1 - 9,768
Balance at December 31, 2012 570 39,279 16,718 2,957 30 - 59,554
Depreciation expense 86 8,248 2,175 244 - - 10,753
Relating to written off - (444) - - - - (444)
Balance at December 31, 2013 656 47,083 18,893 3,201 30 - 69,863
Carrying amount:
As at December 31, 2013 2,266 40,958 5,085 269 - 12,789 61,367
As at December 31, 2012 1,651 38,825 5,564 505 - 6,765 53,310

Capital work in progress mainly relates to

implementation of 4G Network.

INTANGIBLE ASSETS:

network equipment in respect of network expansions and the

2013 2012
BD ‘000 BD ‘000
Cost:
Balance at the beginning and end of the year 42,075 25,709
Additions 17,321 16,366
59,396 42,075
Accumulated Amortisation:
Balance at the beginning of the year 26,663 15,554
Amortisation expense 13,567 11,109
Balance at the end of the year 40,230 26,663
19,166 15,412

Intangible assets consist of the following license fees:

Fees of BD 5,576,211 for the National Fixed Wireless Services (“NFWS") license obtained on January 8, 2007. This
fee is amortised over the license period of 15 years. The net book value of the license at the end of the year amounts
to BD 3,010,577 (2012: BD 3,382,324).

Fees of BD 378,000 for the Rotana digital entertainment music license. This fee is amortised over a period of three
years from the launching day of the agreed services with Rotana which is from May 1, 2009. This has been fully

amortised in the last year.
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9.3 Subscribers acquisition cost amounting to BD 52,484,646 (December 31, 2012: BD 36,119,788) comprises the
subsidised cost of inventory items sold by the Company to its customers. These items are amortised over the
contracted subsidy period which ranges from 1 to 3 years. The net book value of the subscribers acquisition cost at
the period end amounts to BD 15,214,865 (December 31, 2012: BD 12,029,896).

9.4 Fees of BD 956,700 for the 4G Long Term Evolution (“4G LTE") license obtained on September 19, 2013. This fee is
amortised over the license period of 15 years. The net book value of the license at the end of the year amounts to

BD 940,755.
10. ACCOUNTS PAYABLE AND ACCRUALS:

2013 2012
BD ‘000 BD ‘000
Due to suppliers 9,846 7,760
Accrued expenses 5,398 5,747
Due to telecommunication operators 2,687 2,181
Due to roaming partners 1,267 1,826
Accrued employees’ benefits 1,149 977
Subscriber deposits 32 39
Dividend payable 396 364
Due to related parties (Note 20) 7,909 4,138
Directors’ remuneration 452 652
Accrued interest 30 -
29,166 23,684

There is no interest charge on overdue payables to suppliers however the Company has financial risk management
policies in place to ensure that all payables are paid within the credit timeframe.

Due to telecommunication operators relate to interconnect charges which are outstanding at the year end. This
includes amount of BD 1,882,216 (2012: BD 1,245,212) due to three (2012: one) operators in respect of interconnect
charges, supplies and services received prior to the year end of which invoices were under negotiation as of that
date.

Subscriber deposits represent refundable amounts received from the subscribers.

11. TERM LOANS:

2013 2012

BD ‘000 BD 000

Term loans 20,000 -
Less: current portion of term loans (3,286) -
16,714 -

During the year, the Company obtained three term loans facilities amounting to BD 10.5 million, BD 13 million and
BD 7.5 million respectively from three commercial banks in the Kingdom of Bahrain. As at the reporting date, the
Company has utilised BD 20 million out of the total loan facilities available. These loans carry interest rate of three
months BIBOR plus 2.25%. Loans are payable in 8, 7 and 8 semi-annual installments respectively starting after one
year from the loan agreement date.

12. PROVISION FOR EMPLOYEES' END OF SERVICE INDEMNITY:
The movement of the provision for the employees’ end of service indemnity is as follows:

2013 2012

BD ‘000 BD 000

Balance at the beginning of the year 273 314
Additional provision 62 78
Reductions arising from payments (5) (119)
Balance at the end of the year 330 273
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13.

14.

15.

16.

17.

18.

SHARE CAPITAL:

Authorised Issued and Fully Paid
2013 2012 2013 2012
BD ‘000 BD ‘000 BD ‘000 BD ‘000
Shares of BD 1 each 32,000 32,000 32,000 32,000

Dividend - 2012
The Annual General Assembly meeting held on March 21, 2013 approved the distribution of dividend of fils 200 per
share totaling BD 6,400,000.

SHARE PREMIUM:

Share premium relates to amounts collected in excess of the par value of the issued share capital. This amount is
considered as part of the reserves and is not available for distribution, but can be utilised as stipulated in the Bahrain
Commercial Companies Law.

STATUTORY RESERVE:

In accordance with the Bahrain Commercial Companies Law and the Company’s Articles of Association, 10% of the
profit for the year is required to be transferred to a statutory reserve until it reaches 50% of the issued share capital.
The reserve is not available for distribution, except in the circumstances stipulated in the Bahrain Commercial
Companies Law.

REVENUE:

This caption represents revenues from airtime, data, subscription, handsets, accessories and SIM card starter pack
sales, net of roaming expenses. Revenue from sale of handsets, accessories and other items amounts to BD 2,283,546
(2012: BD 2,436,458).

FINANCE COSTS:

2013 2012
BD ‘000 BD ‘000
Interest on term loans 321 208
PROFIT FOR THE YEAR:
Profit for the year has been arrived at after charging
2013 2012
BD ‘000 BD ‘000
Employees' costs and benefits:
End-of-service benefits 62 78
Employees costs 7,942 7,835
8,004 7,913
Site rental 2,308 2,062
Provision for doubtful debts and slow moving inventories 1,633 1,408
Business promotion cost 2,367 2,823
Amortisation expense (Note 9) 13,567 11,109
License fees (18.1) 2,935 1,852
Royalty fees (18.2) 350 400
Management fees (18.3) 2,409 2,284

18.1 License fees comprise of Mobile license fees and Wimax frequency licenses fees payable to the TRA of Bahrain.

As per the agreement dated April 22, 2003 between the Company and the TRA, the Company has to pay 0.8% of
the total annual revenue every year to the TRA in respect of the license fees and fixed fee for microwave frequency
license.

18.2 The Company has been charged by Zain Group Holding-Bahrain S.P.C. on behalf of Vodafone Global Products and

Services Limited in respect of use of “Vodafone” brand and to provide other assistance to the Company against
royalty fee of Euro 700,000 per annum.
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18.3 As per an agreement dated December 28, 2003 between the Company and the Parent Company, the Parent
Company provides different management services to the Company against management fees of 3% on the annual
gross revenue as defined in the agreement.

19. BASIC EARNINGS PER SHARE:
The earnings and weighted average number of ordinary shares used in the calculation of basic earnings per share
are as follows:

2013 2012

BD ‘000 BD ‘000

Profit for the period 5,403 6,409
Number of shares ‘000 ‘000
Number of shares at the beginning and end of the period 32,000 32,000
Basic earnings per share Fils 169 Fils 200

20. RELATED PARTY TRANSACTIONS:
Related party transactions represent transactions with related parties as defined in International Accounting Standard
24: "Related Party Disclosures” (these include shareholders, directors and key management personnel including their
close family members and companies in which they exercise control, joint control or significant influence). Related
party transactions are carried out at arms length and at rates approved by the Company’s management. Amounts
due from / to related parties are unsecured, bear no interest and have no fixed repayment terms. Management
considers these to be current assets and current liabilities as appropriate.

Transactions with related parties included in the statement of comprehensive income are as follows:

2013 2012

BD ‘000 BD ‘000

Office rent and maintenance costs 1,040 1,037
Site and outlet rent 65 64
Management fees (Note 18.3) 2,409 2,284
Employee share option plan charges (20.1) 217 523
Royalty fees (Note 18.2) 350 400

During the year, Management accrued for Board of Directors’ remuneration (Note 10) an amount of BD 452,000
(2012: BD 652,000). The amount due for the year 2013 is subject to the approval by the Shareholders’ general
assembly.

20.1 The employee share option plan charges relate to the share option plan managed and handled by the Parent
Company. The liability of the Company is limited to its contribution as charged by the Parent Company. The details
of the plan are disclosed in the consolidated financial statements of Zain Group.

2013 2012
BD ‘000 BD 000

Related party balances
Zain Group Holding-Bahrain S.P.C. (7,850) (4,084)
Zain — Jordan (5) -
Zain - Kingdom of Saudi Arabia 3 6
Sudanese Mobile Telephone Company Ltd 12 13
Zain - Iraq (34) (34)
Mobile Telecommunication Company - Kuwait (20) (20)
Zain — South Sudan 1 -
7.893 (4,119)
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Amounts due from / to related parties are presented as follows:

2013 2012
BD ‘000 BD ‘000
Due from related parties (Note 6) 16 19
Due to related parties (Note 10) 7,909 4,138
Compensation of key management personnel:
Remuneration of members of key management during the year was as follows:
2013 2012
BD ‘000 BD ‘000
Short-term benefits 1,251 1,514
Other long-term benefits 88 110
1,339 1,624
The above compensations were in the form of salaries, allowances and bonus.
21. CONTINGENT LIABILITIES AND COMMITMENTS:
21.1 Contingent liabilities:
As of the year end, the Company had the following outstanding items:
2013 2012
BD ‘000 BD ‘000
Letters of guarantee 1,091 36
21.2 Capital commitments:
Capital expenditure contracted at the reporting date but not provided for, are as follows:
2013 2012
BD ‘000 BD ‘000
Capital expenditures 24,050 16,061

21.3 Commitments under operating leases:

Commitments under operating leases, which substantially comprise properties on which telecommunication

equipment have been installed, are presented as follows:

2013 2012

BD 000 BD '000

Within one year 6,424 3,764
After one year, but not more than five years 3,862 7,674
10,286 11,438
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22. FINANCIAL INSTRUMENTS:
Financial instruments consist of financial assets and financial liabilities.

Financial assets of the Company include cash and bank balances and receivables.
Financial liabilities of the Company include accounts payables, accruals and borrowings.
22.1 Significant accounting policies
Details of the significant accounting policies and methods adopted (including the criteria for recognition, the bases
of measurement and the bases for recognition of income and expenses), for each class of financial asset, finance

liability and equity instrument are disclosed in note 3 to the financial statements.

22.2 Categories of financial instruments
The summary of financial assets and liabilities is as follows:

2013 2012
BD ‘000 BD ‘000
Financial assets
Cash and bank balances at amortised cost 3,156 1,766
Receivables at amortised cost 16,833 14,670
19,989 16,436
Financial liabilities
At amortised cost 49,166 32,955

22.3 Capital risk management
The Company manages its capital to ensure that the Company will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance.

The capital structure of the Company consists of equity comprising share capital, share premium, reserves and net
debts and debt is defined as term loans and bank overdraft.

The gearing ratio at the year end was as follows:

2013 2012

BD ‘000 BD ‘000

Debits (i) 20,000 9,271
Cash and cash equivalents (3,156) (1,766)
Net debts 16,844 7,505
Equity (all capital and reserves) 53,039 54,036
Net debt to equity ratio 31.8% 13.9%

(i) Debt is defined as bank overdraft and term loans, as shown in Note 5 and 11 respectively.

22.4 Financial risk management objectives
The Company’s finance function manages the financial risks relating to the operations of the Company through
internal risk reports which analyse exposures by degree and magnitude of risks. These risks include market risk
(which consists of equity price risk, foreign currency risk and interest rate risk), credit risk and liquidity risk.

The risk associated with financial instruments and the Company approaches to managing such risks are described
below:
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22.5 Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of changes
in market prices such as interest rates and foreign currency rates. The Company’s activities expose it primarily to the
financial risk in changes in interest rates and foreign exchange rates which are described below:

22.5.1 Interest rate risk management
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to
changes in market interest rates.

The Company's short-term deposits carry fixed interest rates and mature within three months. The Company’s
term loan facilities carry variable interest rate and is long-term in nature (Note 11).

The Company reviews the market analysis and expectations for interest rate movements as the basis on
which the Company decides to utilise floating or fixed rates for its interest bearing liabilities, if any.

The Company's exposure to interest rates on financial assets and financial liabilities is detailed in the liquidity
risk management section of this note.

Interest rate sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates at the reporting
date. For floating rate liabilities, the analysis is prepared assuming the amount of liability outstanding at
the reporting date was outstanding for the whole year. A 50 basis point increase or decrease represents
management’s assessment of the reasonably possible change in interest rates.

If interest rates had been 50 basis points higher/lower and all other variables were held constant, the
Company’s profit for the year ended December 31, 2013 would decrease/increase by BD 100,000 (2012:
decrease/increase by BD 46,357). This is mainly attributable to the Company’s exposure to interest rates on
its variable rate borrowings.

22.5.2 Currency Risk Management
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to
changes in foreign exchange rates.

The Company's assets and liabilities are denominated in Bahraini Dinars, United States Dollars and Euros.
As the Bahraini Dinar is pegged to the United States Dollar, balances in the US Dollar are not considered to
represent a significant currency risk. However, balances denominated in the Euro are exposed to movements
in exchange rate. A Euro time deposit was made by the Company to mitigate the risk of Euro exchange rate
movements on its Euro denominated financial liabilities.

The carrying amounts of the Company's foreign currency denominated monetary financial assets and
liabilities at the reporting date are as follows:

Liabilities Assets
2013 2012 2013 2012
BD ‘000 BD ‘000 BD ‘000 BD ‘000
Euros 10 80 106 323

Foreign currency sensitivity analysis
The Company is mainly exposed to the Euro.

The following table details the Company’s sensitivity to a 10% variation in the Bahraini Dinar against the Euro.
10% is the sensitivity rate used when reporting foreign currency risk internally to key management personnel
and represents management'’s assessment of the reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency denominated monetary items and adjusts their
translation at the period end for a 10% change in foreign currency rates. A negative number below indicates
a decrease in profit where the Bahraini Dinar strengthens 10% against the Euro. For a 10% weakening of the
Bahraini Dinar against the Euro, there would be an equal and opposite impact on the profit, and the balances
below would be positive.
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Euro Impact
2013 2012
BD ‘000 BD ‘000
Profit or loss (10) (24)

In management’s opinion, the sensitivity analysis is unrepresentative of the inherent foreign exchange risk as
the year end exposure does not reflect the exposure during the year.

22.6 Credit risk management
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the Company.

The Company seeks to limit its credit risk with respect to post paid subscribers by defining credit limits that are
monitored regularly and establishing a settlement period for these individual post paid subscribers, in addition to
the standard process of receivables review.

The Company does not have any significant credit risk exposure to any single counterparty or any group of
counterparties having similar characteristics. The Company defines counterparties as having similar characteristics
if they are related entities. The credit risk on liquid funds is limited because the counterparties are banks with high
credit-ratings.

The carrying amount of financial assets recorded in the financial statements represents the Company’s maximum
exposure to credit risk.

22.7 Liquidity risk management
Liquidity risk is the risk that funds will not be available to settle liabilities when they fall due.

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built an appropriate
liquidity risk management framework for the management of the Company’s short, medium and long-term funding
and liquidity management requirements. To mitigate the risk, management has diversified funding sources and
assets are managed with a liquidity approach, maintaining a healthy balance of cash and cash equivalents. The
Company manages the maturities of the Company’s assets and liabilities in way to be able to maintain an adequate
liquidity. During the year, the Company obtained term loan facilities from three local banks with a limit of BD 12.5,
BD 10.5 and BD 7.5 million respectively.

22.7.1 Liquidity and interest risk tables
The following tables detail the Company’s remaining contractual maturity for its non-derivative financial
liabilities. The tables have been drawn up based on the undiscounted cash flows of financial liabilities based
on the earliest date on which the Company can be required to pay. The tables include both interest and
principal cash flows.

Weighted
average
effective Less than 3 months to 1 year to
interest rate 1 month 1-3 months 1 year 5 years Total
% BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
2013
Non-interest bearing - 3,300 7,254 18,612 - 29,166
Variable interest bearing 341 - 148 3,773 17,703 21,624
3,300 7,402 22,385 17,703 50,790
2012
Non-interest bearing - 3,104 14,487 6,093 - 23,684
Variable interest bearing 3.25 3,770 2,826 2,826 - 9,422
6,874 17,313 8,919 - 33,106
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23.

24.

The following tables detail the Company’s expected maturity for its non-derivative financial assets. The
tables below have been drawn up based on the undiscounted contractual maturities of the financial assets
including interest that will be earned on those assets except where the Company anticipates that the cash
flow will occur in a different period.

Weighted
average
effective Less than 3 months to
interest rate 1 month 1-3 months 1 year Total
% BD ‘000 BD ‘000 BD ‘000 BD ‘000
2013
Non-interest bearing - 3,226 1,407 15,252 19,855
Fixed interest rate instruments 1 - 104 - 104
3,226 1,511 15,252 19,989
2012
Non-interest bearing - 3,957 6,149 6,078 16,184
Fixed interest rate instruments 1 254 - - 254
4,211 6,149 6,078 16,438

FAIR VALUE OF FINANCIAL INSTRUMENTS:

Fair value is the amount for which an asset could be exchanged or a liability settled, between knowledgeable, willing
parties in an arm’s length transaction. Underlying the definition of fair value is a presumption that an enterprise is a
going concern without any intention or need to liquidate, curtail materially the scale of its operations or undertake
a transaction on adverse terms.

The Directors believe that the fair values of the Company’s financial instruments approximated their carrying amounts
as at the reporting dates.

There are no financial assets and liabilities carried at fair value at the reporting dates.

COMPARATIVE FIGURES:
Certain of the prior year figures have been reclassified to conform with the presentation in the current year.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS C.R. 18670

Zain Bahrain B.S.C. (¢)
Manama,
Kingdom of Bahrain.

Report on the Financial Statements

We have audited the accompanying financial statements of Zain Bahrain B.S.C. (c) (“the
Company’), which comprise the statement of financial position as at December 31, 2012, and
the statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements 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
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of Zain Bahrain B.S.C. (c) (“the Company”) as at December 31, 2012 and of its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Report on Other Legal and Regulatory Requirements

In our opinion, the Company has maintained proper accounting records and the financial
statements have been prepared in accordance with those records. We further report that, to the
best of our knowledge and belief, the financial information provided in the Board of Directors’
report is in agreement with the financial statements and based on the information and
explanations provided by the management which were required for the purpose of our audit,
we are not aware of any violations of the relevant provisions of the Bahrain Commercial
Companies Law 2001 and the Company’s Memorandum and Articles of Association having
occurred during the year ended December 31, 2012 that might have had a material effect on
the business of the Company or on its financial position.

Q - j ~—~
Manama - Kingdom of Bahrain, /“4'(/\?/

January 6, 2013 Deloitte & Touche
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Statement of Financial Position
AS AT DECEMBER 31, 2012

2012 2011

Notes BD ‘000 BD ‘000
ASSETS
Current assets
Cash and bank balances 5 1,766 5,238
Account receivable 6 11,459 10,744
Advances, prepayments and other receivables 7 8,471 10,810
Inventories 8 1,595 2,601
Total current Assets 23,291 29,393
Non-current assets
Property, plant and equipment 9 53,310 49,848
Intangible assets 10 15,412 10,155
Total non-current Assets 68,722 60,003
Total Assets 92,013 89,396
LIABILITIES & EQUITY
Liabilities
Current liabilities
Bank overdraft 5 9,271 839
Accounts payable and accruals 11 23,684 25,466
Deferred revenue 4,749 3,950
Total current liabilities 37,704 30,255
Non-current liabilities
Provision for employees’ end of service benefits 12 273 314
Total liabilities 37,977 30,569
Equity
Share capital 13 32,000 32,000
Share premium 14 100 100
Statutory reserve 15 8,913 8,272
Retained earnings 13,023 18,455
Total equity 54,036 58,827
Total Liabilities & Equity 92,013 89,396
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Statement of Comprehensive Income
FOR THE YEAR ENDED DECEMBER 31, 2012

2012 2011

Notes BD ‘000 BD ‘000

Revenue 16 73,533 77,021
Cost of revenue (16,250) (22,108)
Gross profit 57,283 54,913
Distribution, marketing and operating expenses (22,100) (20,286)
General and administrative expenses (6,492) 4,601)
Depreciation and amortisation (20,877) (15,770)
Provision for doubtful debts (1,336) (2,013)
Provision for inventories (72) (72)
Operating profit 6,406 12,171
Interest income 27 144
Other income 8 489
Gain on currency revaluation 176 243
Finance costs 17 (208) 0
Profit for the year 18 6,409 13,047
Total comprehensive income for the year 6,409 13,047
Basic earnings per share 19 Fils 200 Fils 408
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Statement of Changes in Equity
FOR THE YEAR ENDED DECEMBER 31, 2012

Share Share Statutory Retained

Capital Premium Reserve Earnings Total

BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
BBalance at December 31, 2010 32,000 100 6,968 24,312 63,380
Dividends declared - - - (17,600) (17,600)
Total comprehensive income for the year - - - 13,047 13,047
Transfer to statutory reserve - - 1,304 (1,304) -
Balance at December 31, 2011 32,000 100 8,272 18,455 58,827
Dividends declared - - - (11,200) (11,200)
Total comprehensive income for the year - - - 6,409 6,409
Transfer to statutory reserve - - 641 (641) -
Balance at December 31, 2012 32,000 100 8,913 13,023 54,036
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Statement of Cash Flows
FOR THE YEAR ENDED DECEMBER 31, 2012

2012 2011

BD ‘000 BD ‘000
Cash flows from operating activities
Profit for the year 6,409 13,047
Adjustments for:
Depreciation and amortisation 20,877 15,770
Gain on disposal of property, plant and equipment 0 (359)
Provision for doubtful debts and slow moving inventories 1,408 2,085
Finance costs 208 0
Interest income (27) (144)
Provision for employees’ end of service benefits 78 81
Operating profits before working capital changes 28,953 30,480
Increase in accounts receivable (2,051) (3,632
Decrease/(increase) in advances, payments and other receivables 2,339 (794)
Decrease/(increase) in inventories 934 (48)
Decrease in accounts payable and accruals (1,866) (1,064)
Increase/(decrease) in deferred revenue 799 (194)
Cash generated from operating activities 29,108 24,748
Payment of employees’ end of services benefits (119) (39
Net cash from operating activities 28,989 24,709
Cash flow from investing activities
Purchase of property, plant and equipment (13,230) (13,824)
Interest received 27 144
Increase in intangible assets (16,366) (7,215)
Net cash used in investing activities (29,569) (20,895)
Cash flows from financing activities
Interest paid (208) 0
Dividend paid (11,116) (17,512)
Net cash used in financing activities (11,324) (17,512)
Net increase / (decrease) in cash and cash equivalents (11,904) (13,698)
Cash and cash equivalents at the beginning of the year 4,399 18,097
Cash and cash equivalents at the end of the year (Note 5) (7,505) 4,399
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Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2012

1.

2.1

2.2

GENERAL INFORMATION

Zain Bahrain B.S.C. (c) (“the Company”) is a Bahraini Joint Stock Company Closed incorporated in the Kingdom of
Bahrain on April 19, 2003 and registered with the Ministry of Industry and Commerce 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 provides telecommunication services under various licenses issued by the Telecommunications
Regulatory Authority (“TRA") of the Kingdom of Bahrain. The initial periods of the licenses are 15 years. The
Company is also involved in the sale of handsets and accessories in the Kingdom of Bahrain. The Company launched
its services on December 25, 2003.

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRSS)

Standards and Interpretations effective for the current period

The following new and revised standards and interpretations have been adopted in the current year with no material
impact on the disclosures and amounts reported for the current and prior years but may affect the-accounting for
future transactions or arrangements:

e Amendment to IFRS 1 First-time Adoption of International Financial Reporting Standards - Replacement of
fixed dates for certain exceptions with the date of transition to IFRSs.

e Amendment to IFRS 1 First-time Adoption of International Financial Reporting Standards - Additional
exemption for entities ceasing to suffer from severe hyperinflation.

e Amendments to IFRS 7 Disclosures — Transfers of Financial Assets increase the disclosure requirements
for transactions involving transfers of financial assets. These amendments are intended to provide greater
transparency around risk exposures of transactions when a financial asset is transferred but the transferor retains
some level of continuing exposure in the asset. The amendments also require disclosures where transfers of
financial assets are not evenly distributed throughout the period.

e Amendments to IAS 12 Income Taxes provide an exception to the general principles of IAS 12 for investment
property measured using the fair value model in IAS 40 Investment Property by the introduction of a rebuttable
presumption that the carrying amount of the investment property will be recovered entirely through sale.

Standards and Interpretations In Issue not yet effective
Management has not early applied the following new standards, amendments and interpretations that have been
issued but not yet effective:

Effective for annual
periods beginning on
or after:

¢ |FRS 9 Financial Instruments. The requirements of IFRS 9 represent a significant change  January 1, 2015
from the classification and measurement requirements in I1AS 39 Financial Instruments:
Classification and Measurement in respect of financial assets. The most significant
effect of IFRS 9 regarding the classification and measurement of financial liabilities
relates to the accounting for changes in fair value of a financial liability (designated as
at fair value through profit or loss) attributable to changes in the credit risk of the issuer.

e |FRS 10 Consolidated Financial Statements uses control as the single basis for January 1, 2013
consolidation, irrespective of the nature of the investee. IFRS 10 requires retrospective
application subject to certain transitional provisions providing an alternative treatment
in certain circumstances. Accordingly IAS 27 Separate Financial Statements and IAS 28
Investments in Associates and Joint Ventures have been amended for the issuance of
IFRS 10.

e |FRS 11 Joint Arrangements establishes two types of joint arrangements: Joint January 1,2013
operations and joint ventures. The two types of joint arrangements are distinguished
by the rights and obligations of those parties to the joint arrangement. Accordingly IAS
28 Investments in Associates and Joint Ventures has been amended for the issuance
of IFRS 11.

e |FRS 12 Disclosure of Interests in Other Entities combines the disclosure requirements January 1, 2013
for an entity’s interests in subsidiaries, joint arrangements, associates and structured
entities into one comprehensive disclosure Standard.

¢ |FRS 13 Fair Value Measurement issued in May 2011, establishes a single framework for  January 1, 2013
measuring fair value and is applicable for both financial and nonfinancial items.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2012

3.1

3.2

3.3

* Amendments to IAS 1 — Presentation of Other Comprehensive Income. The July 1,2012
amendments retain the option to present profit or loss and other comprehensive
income in either a single statement or in two separate statements. However, items of
other comprehensive income are required to be grouped into those that will and will not
subsequently be reclassified to profit or loss with tax on items of other comprehensive
income required to be allocated on the same basis.

* Amendments to IAS 19 Employee Benefits eliminate the “corridor approach” and January 1, 2013
therefore require an entity to recognize changes in defined benefit plan obligations
and plan assets when they occur.

¢ |FRIC 20 Stripping Costs in the Production Phase of a Surface Mine. January 1, 2013

e Amendments to IFRS 7 Financial Instruments: Disclosures enhancing disclosures about  January 1, 2013
offsetting of financial assets and liabilities.

* Amendments to IAS 32 Financial Instruments: Presentation relating to application January 1, 2014
guidance on the offsetting of financial assets and financial liabilities.

e Amendments to IFRS 7 Financial Instruments: Disclosures relating to disclosures about January 1, 2015
the initial application of IFRS 9. (or otherwise when
URS 9 is first applied)

e Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12 Disclosures January 1, 2014
of Interests in Other Entities and IAS 27 Separate Financial Statements relating to
exception from the requirement to consolidate subsidiaries for eligible Investment
Entities.

In May 2011, a package of five Standards on consolidation, joint arrangements, associates and disclosures was
issued, including IFRS 10, IFRS 11, IFRS 12, IAS 27 (as revised in 2011) and IAS 28 (as revised in 2011). These five
standards are effective for annual periods beginning on or after 1 January 2013. Earlier application is permitted
provided that all of these five standards are applied early at the same time.

The Directors anticipate that all of the above Standards and Interpretations as applicable, will be adopted in the
Company’s financial statements in future periods and that the adoption of those Standards and Interpretations will
have no material impact on the financial statements of the Company in the period of initial application.

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards and
applicable requirements of the Bahrain Commercial Companies Law.

Basis of preparation
The financial statements have been prepared on the historical cost basis.

The financial statements have been presented in Bahraini Dinars, rounded to the nearest thousand.
The principal accounting policies are set out below.

Revenue recognition

Revenues which consist of income streams of a recurring and non-recurring nature are recognised when related
services are provided and are measured at the fair value of the consideration received or receivable and are reduced
for rebates and other similar allowances.

3.3.1 Postpaid
Recurring postpaid revenue represents billings to subscribers in respect of monthly rentals, airtime (voice
and data) usage fees and roaming charges. These are recognised when the related services are provided.

Revenue arising from the previous billing date to the reporting date is accrued.

3.3.2 Prepaid
Prepaid vouchers enable the users to forward purchase a specific value of airtime (voice and data). The sale
price of the prepaid vouchers is based on airtime bundles while revenue is recognised on airtime usage.
Unused airtime which has not been earned at the reporting date is recognised in the statement of financial
position as deferred revenue. Non-recurring revenues include one-time charges of subscription and other
services fees. One-time charges are recognised when services to the customers are activated or provided, as
appropriate.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2012

3.4

3.5

3.3.3 Roaming
Roaming revenue arises from revenue sharing arrangements with other telecommunication operators in
respect of traffic exchanged and is recognised as earned.

3.3.4 Interconnection

Revenue (inbound)
Interconnection revenue represents amounts receivable from other network operators for their subscribers’
traffic terminated on the Company’s network and is accounted for during the period of such use.

Expenses (outbound)
Interconnection expenses represent amounts payable to other network operators for the traffic terminated
on their network by the Company’s subscribers and are accounted for during the period of such use.

3.3.5 Prepaid calling cards
Prepaid cards enable the users to forward purchase a specific value of airtime to call international destinations.
The sale price of the prepaid card is based on airtime bundles while revenue is recognised based on airtime
usage. Unused airtime which has not been earned at the reporting date is recognised in the statement of
financial position as deferred revenue.

3.3.6 Trading revenue
Revenues arising from trading primarily comprise of handsets, equipment and SIM card starter packs sales
and are recognised upon delivery to the customer.

3.3.7 Interest income
Interest income is accrued on a time basis, by reference to the principal outstanding at the effective interest
rate applicable, which is the rate that exactly discounts estimated future cash receipts through the expected
life of the financial asset to that asset’s net carrying amount on initial recognition.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses.

Depreciation is recognised so as to write off the cost of assets (other than freehold land and properties under
construction) less their residual values over their useful lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed at the end of each reporting period, with the effect of
any changes in estimate accounted for on a prospective basis.

The estimated useful lives of property, plant and equipment are as follows:

Freehold building 20 years
Network equipment 3-15 years
Office equipment 5 years
Furniture and fixtures 5 years
Vehicles 5 years

Freehold land and properties under construction are not depreciated.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortisation
and accumulated Impairment losses. Amortlsation is recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method are reviewed at the end of each reporting period, with the
effect of any changes in estimate being accounted for on a prospective basis. Intangible assets with indefinite useful
lives, if any, that are acquired separately are carried at cost less accumulated impairment losses.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2012

3.6

3.7

3.8

3.9

Impairment of tangible and intangible assets

At the end of each reporting date, the Company reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if
any). When it is not possible to estimate the recoverable amount of an individual asset, the Company estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash- generating units for which a reasonable and consistent allocation
basis can be identified.

The recoverability of the Company’s tangible and intangible assets is subject to the future profitability of its
operations and evolution of the business in accordance with its plans. In evaluating the recoverability of its assets,
the management reviews the value and future benefits of the Company’s operations based on technological,
regulatory and market conditions.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash- generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets
is deducted from the borrowing costs eligible for capitalisation. All other borrowing costs are recognised in profit or
loss in the period in which they are incurred.

Inventories
Inventories are stated at the lower of cost and net realisable value. Costs of inventories are determined on a weighted
avenge basis. Costs are those expenses incurred in bringing each product to its present location and condition.

Net realisable value represents the estimated selling price for inventories less all estimated costs of completion and
costs necessary to make the sale.

Financial assets

Financial assets are classified into the following specified categories: financial assets ‘at fair value through profit
or loss' (FVTPL), 'held-to-maturity’ investments, 'available-for-sale’ (AFS) financial assets and ‘receivables’. The
classification depends on the nature and purpose of the financial assets and is determined at the time of initial
recognition. At present, the financial assets of the Company consist of only receivables comprising accounts and
other receivables.

3.9.1 Receivables
Trade receivables and other receivables that have fixed or determinable payments that are not quoted in an
active market are classified as receivables. Receivables are measured at amortised cost using the effective
interest method, less any impairment. Interest income is recognised by applying the effective interest rate,
except for short-term receivables when the recognition of interest would be immaterial.

3.9.2 Effective interest method
The effective interest method is a method of calculating the amortised cast of a financial asset and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees on points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life of the
financial asset, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2012

3.9.3

3.94

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each reporting period. Financial
assets are considered to be impaired when there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset, the estimated future cash flows of the asset
have been affected.

The objective evidence of impairment could include:

e significant financial difficulty of the issuer or counterparty; or

e breach of contract, such as a default or delinquency in interest or principal payments; or

e itbecoming probable that the borrower will enter bankruptcy or financial reorganisation; or
e the disappearance of an active market for that financial asset because of financial difficulties.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could include the Company’s past experience of collecting
payments, an increase in the number of delayed payments in the portfolio past the average credit period of
60 days, as well as observable changes in national or local economic conditions that correlate with default
on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset's carrying amount and the present value of estimated future cash flows, discounted at the
financial asset’s original effective interest rate.

The carrying value of financial assets is reduced by the impairment loss directly for all financial assets with
the exception of trade receivables, where the carrying amount reduced through the use of an allowance
amount. When a trade receivable is recognized uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance amount. Changes
in the carrying amount of the allowance account are recognized in profit and loss.

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed through profit or loss to the extent that
the carrying amount of the financial assets as at the date of impairment is reversed does not exceed what the
amortized cost would have been had the impairment not been recognized.

Derecognition of financial assets

The Company derecognizes a financial asset only when the contractual rights to the cash flow from the asset
expire, or it is transfers the financial asset and substantially all the risks and rewards of the ownership of the
asset to another entity. If the Company neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the Company recognizes its retailed interest in
the asset and as associated liability for amounts it may have to pay. If the Company retains substantially all
the risks and rewards of ownership of a transferred financial asset, the Company continues to recognize the
financial asset and also recognizes a collateralized borrowing for the proceeds received.

On derecognition, of a financial asset in liability, the difference between the asset’s carrying amount and the
sum of the consideration received and receivable is recognized in profit and loss.

3.10 Financial Liabilities
Financial liabilities are classified as either financial liabilities at FVTPL or other financial liabilities. At present, the
financial liabilities of the Company consist of only other financial liabilities comprising trade and other payable.

3.10.1 Other financial liabilities

Other financial liabilities (including borrowing and trade and other payables) are initially measured at fair
value net of transaction cost and are subsequently measured at amortized cost using the effective interest
method with interest expense recognized on an effective yield basis except for short term payable when the
recognition of interest would be immaterial.

3.10.2 Effective interest method

The effective interest method is a method of calculating the amortized cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability, or (where
appropriate) a shorter period, to the net carrying amount on initial recognition.
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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2012

3.11 Provisions
Provisions are recognized when the Company has a present obligation (legal or constructive) arising from a past
event, and the costs to settle the obligation are both probable and able to be reliably measured.

3.12 Leasing
The Company as lessee

Finance leases which transfer the Company substantially all the risks and benefits incidental to ownership of the
leased item, are capitalized at the inception of the lease at the fair value of the leased asset or, if lower, at the present
value of the minimum lease payments. Lease payments are apportioned between finance charges and reduction of
lease liability so as to achieve a constant rate of interest on remaining balance of the lease.

Leases where the lessor retains substantially all the risks and rewards of ownership of asset are classified as operating
leases. Operating lease payments are recognized as an expense in the profit and loss on a straight line basis over
the lease term.

3.13 Provision for employees’ end of service benefits
The Company provides end of service benefits to all its expatriate employees in accordance with the Bahrain Labour
Law. The entitlement to these benefits is based upon the employee’s final salary and length of service, subject to the
completion of a minimum service period. The expected costs of these benefits are accrued over the period of the
employment.

For Bahraini employees, the Company makes contributions to the Social Insurance Organization, based upon the
applicable law and regulation.

3.14 Employee saving scheme
The Company's contribution to the employees saving scheme is calculated as a percentage of employee salaries as
determined by management in a separate fund account. The Company’s obligation are limited to these contributions,
which are expensed when due.

3.15 Foreign currencies
Functional currency of the Company is the Bahraini Dinar. Transactions in the foreign currencies are recognized in
functional currencies at the rate ruling at the dates of the transactions. Monetary assets and liabilities dominated
un foreign currencies are retranslated at the rate of exchange ruling at the reporting date. All differences are taken
to profit and loss. Non-monetary items that are measured in terms of historical costs in a foreign currency are not
retranslated.

3.16 Share based payment transactions
The Parent Company operates both an entity settled and cash settled share based compensation plan. The cost of
these share based transactions is measured at fair value of its value at the date of the grant taking into account the
terms and conditions upon which the instruments were granted.

The Company grants rights to equity instruments of its parent to certain entitled employees and accounts for
transactions as cash-settled. The fair value is expensed over the vesting period with a corresponding adjustment in
liability.

4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
In the application of the entity's accounting policies, management is required to make judgments, estimates and
assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on historical experience and other factors that are considered
to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
revision and future periods of the revision affects both current and future periods.

Critical judgment in applying the entity’s accounting policies
In the process of applying the entity’s accounting policies, management did not have to make judgments that may
have significant effect on the amounts recognized in the financial statements.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future and other key sources of estimation uncertainty at the
reported date that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within next financial year.
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Property, plant and equipment

Due to the nature of the Company's business, the network assets of the Company are susceptible to rapid
technological obsolescence. Management depreciates those assets over 3 to 15 years. The estimation of network
assets useful lives is based on management judgment and estimates. In order to estimate the lives of network assets,
management considers the nature of the asset, usage and technology advancement. Therefore, any technological
advancement in future may warrant the need for substantial upgrade or replacement of the equipment. Hence,
management performs annual impairment tests on network assets to identify any indication that those assets have
suffered an impairment loss. As per the policy the impairment loss, if any, will be recognized immediately in the profit
and loss.

Allowance for bad debts on due from postpaid subscribers

It is the Company’s policy to provide for doubtful debts after taking into account factors such as the time period
for which the amount has been outstanding, type of subscribers and period the subscriber balance has remained
inactive. On the basis of age analysis of due from subscribers, management uses certain percentage applicable to
the different aging periods. These percentages have been developed by the management on the basis of their
experience and past recovery trends. The ability to estimate the required provision will become more accurate over
time as long as sufficient reliable data is built up.

Impairment of tangible and intangible assets and useful lives

The management tests annually whether tangible and intangible assets have suffered impairment in accordance
with accounting policies stated in Note 3. The recoverable amount of an asset is determined based on value-in-use
method.

The management determines the useful lives of property, plant and equipment and intangible assets and the
related depreciation and amortization charge. The depreciation and amortization charge for the year will change
significantly if the actual life is different from the estimated useful life of the assets.

The review carried out by the management did not reveal impairment or change in the useful life of the tangible and
intangible assets.

CASH AND CASH EQUIVALENTS

2012 2011

BD ‘000 BD ‘000

Short term deposits 252 3,013
Cash and bank balances 1,514 2,225
Cash and bank balances 1,766 5,238
Less: Bank overdraft 9.271) (839)
(7,505) 4,399

Cash and bank balances include BHD 203,755 (2011: BHD 250,861), denominated in United States Dollars and BHD
323,156 (2011: 586,020) denominated in Euros. The average interest rate per annum on short term deposits is 1%
(2011: 2.75%).

The purpose of bank overdraft is to finance the working capital requirements of the Company. It carries a variable
interest rate of 3-months Bahrain Inter Bank Offered Rate (BIBOR) + 2.25% (2-11: 3-month BIBOR + 2.25%) per
annum.

ACCOUNTS RECEIVABLES

2012 2011

BD ‘000 BD ‘000

Due from postpaid subscribers 14,296 10,430
Allowance for doubtful debts (4,114) (2,778)
10,182 7,652

Due from telecommunication operators 1,277 3,092
11,459 10,744

The average credit period for subscribers on services provided is 60 days. No interest is charged on overdue
subscribers balances. The Company has provided fully for all subscriber receivables over 360 days excluding those
receivables being followed by the collection agencies and certain specific customer receivables which are considered
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recoverable, because historical experience is such that receivables that are past due beyond 360 days are generally
not recoverable. Trade receivables between 60 days and 360 days are provided for based on estimated irrecoverable
amounts for the service provided, determined by reference to past default experience.

Included in accounts receivable balances are debtors with carrying amount of BHD 6,695,809 (2011: BHD 4,776,208)
which are past due at the reporting date for which the Company has not provided as there has not been a significant
change in credit quality and the amounts are still considered recoverable. Further, the above mentioned amount
includes BHD 1,196,402 (2011: BHD 842,708) relating to government entities, government officials and other
important individuals and BHD 953,775 (2011: BHD 372,981) relates to finalized legal cases through execution.
Management believes that these are 100% recoverable.

Included in the due from telecommunication operators are debtors with carrying amount of BHD 774,579 (2011:
BHD 1,909,736) which are past due at the reporting date for which the Company has not provided for as there has
not been a significant change in credit quality and amounts are still considered recoverable. The Company does not
hold any collateral over these balances. As at December 31, 2012, The Company has also a payable balance of BHD
1,826,253 (2011: BHD 2,959,218) to the same operators included under accounts payable and accruals, hence it is
not considered for impairment.

As at December 31, 2012, ten (2011: ten) operators accounts for approximately 59% (2011: 65%) of amounts due from
telecommunication operators.

The aging of past due but not impaired postpaid subscribers and due from telecommunication operators is as
follows:

2012 2011
BD ‘000 BD 000
Upto 3 months 1,060 887
3-6 months 1,529 1,205
7-12 months 1,138 1,267
More than 360 days 2,969 1,417
6,696 4,776

Movement in allowance for doubtful debts is as follows:
2012 2011
BD ‘000 BD ‘000
Balance at beginning of the year 2,778 2,062
Impairment losses recognised on receivables 1,336 2,013
Amount written off - (1,297)
Balance at end of the year 4,114 2,778

Allowance for doubtful debts is estimated after taking into account factors such as the time period for which the
amounts remain outstanding, type of subscribers and period for which subscriber balances have remained inactive.

Aging of impaired trade receivables:

2012 2011

BD ‘000 BD ‘000

Upto 3 months 56 33
3-6 months 283 167
7-12 months 716 937
More than 360 days 3,059 1,641
4,114 2,778

The Directors consider that the carrying amount of account receivables approximately their fair value.

The Company has no significant concentration of credit risk on due from postpaid subscribers, with exposure spread
over a large number of customers.
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7. ADVANCES, PREPAYMENTS AND OTHER RECEIVABLES

2012 2011

BD ‘000 BD ‘000

Accrued income (7.1) 452 721
Interconnect receivable from other operators 1,808 3,649
Prepaid expenses (7.2) 1,626 1,825
Due from related parties (note 20) 19 14
Advance paid to suppliers 3,182 3,217
Other receivables 1,384 1,451
8,471 10,877

Allowance for other receivables - (67)
8,471 10,810

e Accrued income comprises unbilled charges for services provided at the year-end where the billing was not due

at that date.

*  Prepaid expenses comprise the unamortized portion of advance payments in connection with rentals, insurance,
maintenance and other miscellaneous expenses.

8. INVENTORIES

2012 2011
BD ‘000 BD ‘000
Laptops, mobile telephone handsets and accessories 1,800 2,640
SIM cards, recharge vouchers and calling cards 70 164
1,870 2,804
Allowance for slow moving items (275) (203)
1,595 2,601
9. PROPERTY, PLANT AND EQUIPMENT
Freehold Furniture Properties
Land and Network Office and Under
Building  Equipment  Equipment Fixtures Vehicles Construction Total
BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
Cost:
Balance December 31, 2010 2,089 55,702 17,910 3,288 30 11,401 90,420
Additions 83 3,982 362 1 - 13,834 18,262
Transfers - 18,044 1,745 41 - (19,830) -
Disposals - (8,404) (644) (9,048)
Balance December 31, 2011 2,172 69,324 20,017 3,330 30 4,761 99,634
Additions 49 4,526 396 13 - 8,246 13,230
Transfers - 4,254 1,869 119 - (6,242) -
Balance December 31, 2012 2,221 78,104 22,282 3,462 30 6,765 112,864
Accumulated Depreciation:
Balance December 31, 2010 414 28,370 12,818 2,483 26 - 44111
Depreciation expense 76 8,392 1,909 234 3 - 10,614
Relating to disposal - (4,939) - - - - (4,939)
Balance December 31, 2011 490 31,823 14,727 2,717 29 - 49,786
Depreciation expense 80 7,456 1,991 240 1 - 9,768
Balance December 31, 2012 570 39,279 16,718 2,957 30 - 59,554
Carrying amount:
As at December 31, 2012 1,651 38,825 5,564 505 - 6,765 53,310
As at December 31, 2011 1,682 37,501 5,290 613 1 4,761 49,848
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10.

11.

12.

INTANGIBLE ASSETS
2012 2011
BD ‘000 BD '000
Cost:
Balance at the beginning and end of the year 25,709 18,494
Additions 16,366 7,215
42,075 25,709
Accumulated Amortisation:
Balance at the beginning of the year 15,554 10,398
Amortisation expense 11,109 5,156
Balance at the end of the year 26,663 15,554
15,412 10,155

Intangible assets consist of the following license fees:

®  Fees for National Fixed Wireless Services ("NFWS") license obtained on January 8, 2007. This fee is amortized
over the license period of 15 years.

e  Fees for the Rotana digital entertainment music license. This fee is amortized over a period of three years from
the launching day of the agreed services with Rotana which is from May1, 2009.

e Subscriber acquisition cost comprises the subscribed cost of inventory items sold by the Company to its
suppliers. These items are amortized over the contracted subsidy period which ranges from 1 to 3 years. The net
book value of the subscriber acquisition cost at the year-end amount for BHD 12,029,896 (2011: BHD 6,358,947).

ACCOUNTS PAYABLES AND ACCRUALS

2012 2011

BD ‘000 BD ‘000

Due to suppliers 7,760 6,105
Accrued expenses 7,685 11,591
Due to telecommunication operators 2,069 3,124
Accrued employees’ benefits 1,629 1,054
Subscriber deposits 39 47
Dividend payable 364 280
Due to related parties (Note 20) 4,138 3,265
23,684 25,466

There is no interest charge on overdue payables to suppliers however the Company has financial risk management
policies in place to ensure that all payables are paid within the credit timeframe.

Accrued expenses include an amount of BHD 1,245,212 (2011: 2,329,882) due to another operator in respect of

interconnect charges, supplies and services received prior to the year end for which no invoices were received as of
that date.

Due to telecommunication operators relate to interconnect and roaming charges which are outstanding at the year
end.

Subscriber deposits represent refundable amounts from the subscribers.

PROVISION FOR EMPLOYEES' END OF SERVICE INDEMNITY
The movement of the provision for the employees’ end of service indemnity is as follows:

2012 2011

BD ‘000 BD ‘000

Balance at beginning of the year 314 272
Additional provision 78 81
Reductions arising from payments (119) (39
Balance at the end of the year 273 314
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13.

14.

15.

16.

17.

18.

SHARE CAPITAL

Authorised Issued and Fully Paid
2012 2011 2012 2011
BD ‘000 BD ‘000 BD ‘000 BD ‘000
Shares of BHD 1 each 32,000 32,000 32,000 32,000

SHARE PREMIUM

Share premium relates to amounts collected in excess of the par value of the issued share capital. This amount is
considered as part of the reserves and is not available for distribution, but can be utilised as stipulated in the Bahrain
Commercial Companies Law.

STATUTORY RESERVES

In accordance with the Bahrain Commercial Companies Law and the Company’s Articles of Association, 10% of the
profit for the year is required to be transferred to a statutory reserve until it reaches 50% of the issued share capital.
The reserve is not available for distribution, except in the circumstances stipulated in the Bahrain Commercial
Companies Law.

REVENUE

This caption represents revenues from airtime, data, subscription, handsets, accessories and SIM card starter pack
sales, net of roaming expenses. Revenue from sales of handsets, accessories and other items amounts to BHD
2,436,458 (2011: BHD11,354,841). The decrease is due to change in accounting policy (Note 24).

FINANCE COSTS

2012 2011
BD ‘000 BD ‘000
Interest on bank overdrafts 208 -
PROFIT FOR THE YEAR
Profit for the year has been arrived at after charging
2012 2011
BD ‘000 BD ‘000
Employees’ costs and benefits:
End of service benefits 78 81
Employees costs 7,835 6,498
7,913 6,579
Site rental 2,062 1,650
Provision for doubtful debt and slow moving inventories 1,408 2,085
Business promotion cost 2,859 2,149
Amortisation expenses (Note 10) 11,109 5,156
Licence fees (18.1) 1,852 1,443
Royalty fees (18.2) 400 539
Management fees (18.3) 2,284 2,421

18.1 Licence fees comprise of Mobile license fees and Wimax frequency licenses fees payable to the TRA of Bahrain. As

18.2

per the agreement dated 22 April 2003 between the Company and the TRA, the Company has to pay 0.8% of the
total annual revenue every year to the TRA in respect of the license fees and the fixed fee for microwave frequency
license.

The Company has an agreement dated September 1, 2007 with Vodafone Global Products and Services Limited
in respect of use of “Vodafone” brand and to provide other assistance to the Company against royalty fee of Euro 1
million per annum.

18.3 As per an agreement dated 28 December 2003 between the Company and the Parent Company, the Parent

Company provides different management services to the Company against management fees of 3% on the annual
gross revenue as defined in the agreement.
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19. BASIC EARNINGS PER SHARE

The earnings and weighted average number of ordinary shares used in the calculation of basic earnings per share

are as follows:

2012 2011

BD ‘000 BD ‘000

Profit for the period 6,409 13,047
Number of shares 000’ 000’
Number of shares at the beginning of the period 32,000 32,000
Basic earnings per share Fills 200 Fills 408

20. RELATED PARTY TRANSACTIONS

These represent transactions with related parties as defined in IAS 24. Pricing policies and terms of these transactions

are approved by the Company’s management.

Transactions with related parties included in the statement of comprehensive income are as follows:

2012 2011

BD ‘000 BD ‘000

Office rent and maintenance costs 1,037 753
Site and outlet rent 64 62
Management fees (Note 18.3) 2,284 2,421
Employee share option plan charges (20.1) 523 343
Royalty fees (Note 18.2) 400 539

20.1

During the year, Management accrued for Board of Directors’ remuneration and amount of BHD 652,000 (2011: BHD
252,000) which includes an amount of BHD 452,000 due to the Directors for the year 2012 in addition to an amount
of BHD 200,000 which relates to year 2011. The amount due for the year 2012 is subject to the approval by the
Shareholders' general assembly.

The employee share option plan charges relate to the share option plan managed and handled by the Parent
Company. The liability of the Company is limited to its contribution as charged by the Parent Company. The details

of the plan are disclosed in the consolidated financial statements of Zain Group.

2012 2011
BD ‘000 BD ‘000
Zain Group Holding-Bahrain S.P.C. (4,084) (3,005)
Zain-Jordan - (151)
Zain-Kingdom of Saudi Arabia 6 1
Sudanese Mobile Telephone Company Ltd 13 13
Zain-Iraq (34) (34)
Mobile Telecommunication Company-Kuwait (20) (75)
(4,119) (3,251)

Amounts due from/to related parties are presented as follows:
2012 2011
BD ‘000 BD ‘000
Due from related parties (Note 7) 19 14
Due to related parties (Note 11) 4,138 3,265
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Compensation of key management personnel
Remuneration of members of key management during the year was as follows:

2012 2011
BD ‘000 BD '000
Short-term benefits 1,514 1,155
Other long-term benefits 110 84
1,624 1,239
The above compensations were in the form of salaries, allowances and bonus.
21. CONTINGENT LIABILITIES AND COMMITMENTS
21.1 Contingent liabilities
As of the year end, the Company had the following outstanding items:
2012 2011
BD ‘000 BD ‘000
Letters of guarantee 36 b6
21.2 Capital commitments
2012 2011
BD ‘000 BD ‘000
Capital expenditures 16,061 14,278

21.3 Commitments under operating leases

Commitments under operating leases, which substantially comprise properties on which telecommunication

equipment have been installed, as presented as follows:

2012 2011

BD ‘000 BD ‘000

Within one year 2,251 1,856
After one year, but not more than five years 8,549 6,889
10,800 8,745

22. FINANCIAL INSTRUMENTS
Financial instruments consist of financial assets and financial liabilities.

Financial assets of the Company include cash and bank balances and receivables.
Financial liabilities of the Company include accounts payables and accruals.

22.1 Significant accounting policies

Details of the significant accounting policies and methods adopted (including the criteria for recognition, the bases
of measurements and the bases for recognition of income and expenses), for each class of financial asset, financial

liability and equity instruments are disclosed in note 3 of the financial statements.

22.2 Categories of financial instruments
The summary of financial assets and liabilities is as follows:

2012 2011
BD ‘000 BD ‘000
Financial assets
Cash and bank balances at amortised cost 1,766 5,238
Receivables at amortised cost 14,670 15,791
16,436 21,029
Financial liabilities
At amortised cost 32,955 26,305
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22.3 Capital risk management
The Company manages its capital to ensure that the Company will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance.

The capital structure of the Company consists of equity comprising share capital, share premium and reserves. The
Company does not have long term borrowings as at the reporting date, however it resorts to borrowing in the form
of bank overdraft.

The Gearing ratio at the year end was as follows:

2012 2011

BD ‘000 BD ‘000

Debits (i) 9,271 839
Cash and equivalents (1,766) (5,238)
Net debts 7,505 (4,399)
Equity (all capital and reserves) 54,036 58,827
Net debt to equity ratio 13.9% N/A

(i) Debt is defined as bank overdraft, as shown in Note 5.

22.4 Financial risk management objectives
The Company’s finance function manages the financial risks relating to the operations of the Company through
internal risk reports which analyse exposure by degree and magnitude of risks. These risks include market risk (which
consists of equity price risk, foreign currency risk and interest risk), credit risk and liquidity risk.

The risks associated with financial instruments and the Company approaches to managing such risks are described
below:

22.5 Market risk
Market risk is the risk that the fair value or future cash flow of a financial instrument will fluctuate as a result of changes
in market prices such as interest rates and foreign currency rates. The Company’s activities expose it primarily to the
financial risk in changes in interest rates and foreign rates which are described below:

22.5.1 Interest rate risk management
Interest rate risk is the risk that the fair value or future cash flows if a financial instrument will fluctuate due to
changes in market interest rates.

The Company’s short-term deposits carry fixed interest rates and mature within three months. the company’s
overdraft facility carries variable interest rate and is short-term in nature (Note 5).

The Company is not exposed to significant interest risk since it does not have interest bearing long term
liabilities at the reporting dates. The Company reviews the market analysis and expectations for interest
rate movements as the basis on which the Company decides to utilise floating rates for its interest bearing
liabilities, if any.

The Company's exposure to interest rates on financial assets and financial liabilities is detailed in liquidity risk
management section of this note.

22.5.2 Currency risk management
Currency risk is the risk that the fair value of the future cash flows of a financial instrument will fluctuate due
to changes in foreign exchange rates.

The Company's assets and liabilities are denominated in Bahraini Dinars, United States Dollars and Euros.
As the Bahraini Dinar is pegged to the United States Dollar, balances in the US Dollar are not considered
to represent a significant currency risk. However, balances denominated in Euro are exposed to movements
in exchange rate. A Euro time deposit was made by the Company to mitigate the risk of Euro exchange
movements on its Euro denominated financial liabilities.
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The carrying amounts of the Company's foreign currency denominated monetary financial assets and
liabilities at the reporting date are as follows:

Liabilities Assets
2012 2011 2012 2011
BD ‘000 BD ‘000 BD ‘000 BD ‘000
Euros 80 476 323 586

Foreign currency sensitivity analysis
The Company is mainly exposed in Euro.

The following table details the Company’s sensitivity at a 10% variation in the Bahraini Dinar against the Euro.
10% is the sensitivity rate used when reporting foreign currency risk internally to key management personnel
and represents management'’s assessment of the reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency denominated monetary items and adjusts their
translation at the period end for a 10% change in foreign currency rates. A negative number below indicates
a decrease in profit where the Bahraini Dinar against the Euro, there would be an equal and opposite impact
on the profit, and the balances below would be positive.

Euro Impact

2012 2011

BD ‘000 BD ‘000

Profit or loss (a) (24) (amn

(a) This is mainly attributable to the Company’s exposure outstanding on Euro financial assets and liabilities
at year end.

In management’s opinion, the sensitivity analysis is unrepresentative of the inherent foreign exchange risk as
the year end exposure does not reflect the exposure during the year.

22.6 Credit risk management
Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss to
the Company.

The Company seeks to limit its credit risk with respect to postpaid subscribers by defining credit limits that are
monitored regularly and establishing a settlement period for these individual postpaid subscribers, in addition to
the standard process of receivables review.

The Company does not have any significant credit risk exposure to any single counterparty or any group of
counterparties having similar characteristics. The Company defines counterparties as having similar characteristics
if they are related entities. The credit risk on liquid funds is limited because the counterparties are banks with high
credit-ratings.

The carrying amount of financial assets recorded in the financial statements represents the company’s maximum
exposure to credit risk.

22.7 Liquidity risk management
Liquidity risk management is the risk that funds will not be available to settle liabilities when they fall due.

Ultimate responsibility for liquidity risk management rests with Board of Directors, which has built an appropriate
liquidity risk management framework for the management of the Company’s short, medium and long-term funding
and liquidity management requirements. To mitigate the risk, management has diversified funding sources and
assets are managed with liquidity approach, maintaining a healthy balance of cash and cash equivalents. The
Company manages maturities of the Company’s assets and liabilities in way to be able to maintain an adequate
liquidity. During the year, the Company obtained credit facilities from a local bank with a limit of BHD 5 million for
overdraft and BHD 3 million for bills discounting.
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23.

24.

25.

22.7.1 Liquidity and interest risk tables
The following tables detail the Company's remaining contractual maturity for its non-derivative financial
liabilities. The tables have been drawn up based on the undiscounted cash flows of financial liabilities based
on the earliest date on which the Company can be required to pay. The tables include both interest and
principal cash flows.

Weighted
average effective Less than 3 months to

interest rate 1 month 1-3 months 1 year Total
% BD 000 BD ‘000 BD ‘000 BD 000

2012
Non-interest bearing - 3,104 14,487 6,093 23,684
Variable interest bearing 3.25% 3,769 2,826 2,826 9,422
6,873 17,313 8,919 33,106

2011
Non-interest bearing - 3,750 14,466 7,250 25,466
Variable interest bearing 3.25% 839 - - 839
4,589 14,466 7,250 26,305

The following tables detail the Company’s expected maturity for its non-derivative financial assets. The tables
have been drawn up based on the undiscounted contractual maturities of the financial assets including
interest that will be earned on those assets except where the Company anticipates that the cash flow will
occur in a different period.

Weighted
average effective Less than 3 months to

interest rate 1 month 1-3 months 1 year Total
% BD ‘000 BD ‘000 BD ‘000 BD ‘000

2012
Non-interest bearing - 3,957 6,149 6,078 16,184
Fixed interest rate instruments 1% 254 - - 254
4,211 6,149 6,078 16,438

2011
Non-interest bearing - 4,809 7,798 5,409 18,016
Fixed interest rate instruments 2.75% 3,020 - - 3,020
7,829 7,798 5,409 21,036

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged for a liability settled, between knowledgeable, willing
parties in an arm’s length transaction. Underlying the definition of fair value is a presumption that an enterprise is a
going concern without any intention or need to liquidate, curtail materially the scale of its operations or undertake
a transaction on adverse terms.

The Directors believe that the fair values of the Company’s financial instruments approximated their carrying amounts
as at the reporting dates.

There are no financial assets and liabilities carried at fair value at the reporting dates.

CHANGE IN ACCOUNTING POLICIES

Effective January 1, 2012 the Company changed its accounting policies in recognising its trading revenues to follow
the changes in the accounting policy of the Group. The previous practice recorded the trading revenue including
the mark up from sale of handsets, accessories and other devices in addition to the cost of sakes of such items that
are sold under the subscriber acquisition programs. Under the new practice, trading revenue is recognised up to the
amount which is actually collected from the subscribers at the signing of the contract as this provides reliable and
more relevant information about the effect of such transactions in accordance with IAS 18: Revenue Recognition.

This change has not been retrospectively applied in accordance with IAS 8: Accounting Policies, Changes
in Accounting Estimates and Errors, as it is impracticable to determine either the period-specific effects or the
cumulative effect of the change.

Revenue from sale of handsets, accessories and other items are disclosed in Note 16.

COMPARATIVE FIGURES

Certain of the prior year figures have been reclassified to conform with the presentation in the current year.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS C.R. 18670

Zain Bahrain B.S.C. (¢)
Manama,
Kingdom of Bahrain.

Report on the Financial Statements

We have audited the accompanying financial statements of Zain Bahrain B.S.C. (c) (“the
Company’), which comprise the statement of financial position as at December 31, 2011, and
the statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements 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
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of Zain Bahrain B.S.C.(c) (“the Company”) as at December 31, 2011 and of its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Report on Other Legal and Regulatory Requirements

In our opinion, the Company has maintained proper accounting records and the financial
statements have been prepared in accordance with those records. We further report that, to
the best of our knowledge and belief, the financial information provided in the Board of
Directors’ report is in agreement with the financial statements and based on the information
and explanations provided by the management which were required for the purpose of our
audit, we are not aware of any violations of the relevant provisions of the Bahrain Commercial
Companies Law 2001 and the Company’s Memorandum and Articles of Association having
occurred during the year ended December 31, 2011 that might have had a material effect on
the business of the Company or on its financial position.

Q - j ~—~
Manama - Kingdom of Bahrain, /“4'(/\?/

January 10, 2012 Deloitte & Touche

ZAIN BAHRAIN B.S.C.(c) PROSPECTUS 227



Statement of Financial Position
AS AT DECEMBER 31, 2011

2011 2010

Notes BD ‘000 BD ‘000
ASSETS
Current assets
Cash and bank balances 5 5,238 18,097
Account receivable 6 10,744 9,125
Advances, prepayments and other receivables 7 17,169 13,788
Inventories 8 2,601 2,625
Total current Assets 35,752 43,635
Non-current assets
Property, plant and equipment 9 49,848 46,309
Intangible assets 10 3,796 4,294
Total non-current Assets 53,644 50,603
Total Assets 89,396 94,238
LIABILITIES & EQUITY
Liabilities
Current liabilities
Bank overdraft 5 839 -
Accounts payable and accruals 11 25,466 26,442
Deferred revenue 3,950 4,144
Total current liabilities 30,255 30,586
Non-current liabilities
Provision for employees’ end of service benefits 12 314 272
Total liabilities 30,569 30,858
Equity
Share capital 13 32,000 32,000
Share premium 14 100 100
Statutory reserve 15 8,272 6,968
Retained earnings 18,455 24,312
Total equity 58,827 63,380
Total Liabilities & Equity 89,396 94,238
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Statement of Comprehensive Income
FOR THE YEAR ENDED DECEMBER 31, 2011

2011 2010

Notes BD ‘000 BD ‘000

Revenue 16 77,021 88,882
Cost of revenue (22,108) (20,437)
Gross profit 54,913 68,445
Distribution, marketing and operating expenses (24,944) (29,424)
General and administrative expenses (4,601) (7,255)
Depreciation and amortisation (11,112) (10,060)
Provision for doubtful debts (2,013) (295)
Provision for inventories (72) (24)
Operating profit 12,171 21,387
Interest income 144 287
Other income 489 31
Gain on currency revaluation 243 226
Finance costs 17 - (59)
Profit for the year 18 13,047 21,872
Total comprehensive income for the year 13,047 21,872
Basic earnings per share 19 Fils 408 Fils 684
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Share Share Statutory Retained

Capital Premium Reserve Earnings Total

BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
Balance at December 31, 2009 32,000 100 4,781 27,027 63,908
Dividends declared - - - (22,400) (22,400)
Total comprehensive income for the year - - - 21,872 21,872
Transfer to statutory reserve - - 2,187 (2,187) -
Balance at December 31, 2010 32,000 100 6,968 24,312 63,380
Dividends declared - - - (17,600) (17,600)
Total comprehensive income for the year - - - 13,047 13,047
Transfer to statutory reserve - - 1,304 (1,304) -
Balance at December 31, 2011 32,000 100 8,272 18,455 58,827
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2011 2010

BD ‘000 BD ‘000
Cash flows from operating activities
Profit for the year 13,047 21,872
Adjustments for:
Depreciation and amortisation 11,112 10,060
Gain on disposal of property, plant and equipment (359) -
Provision for doubtful debts and slow moving inventories 2,085 319
Finance costs - 59
Interest income (144) (287)
Provision for employees’ end of service benefits 81 150
Operating profits before working capital changes 25,822 32,173
Increase in accounts receivable (3,632) (2,204)
Decrease/(increase) in advances, prepayments and other receivables (3,351) 7,457
Decrease/(increase) in inventories (48) (242)
(Decrease)/increase in accounts payable and accruals (1,064) 1,788
Increase/(decrease) in deferred revenue (194) (233)
Cash generated from operating activities 17,533 38,739
Payment of employees’ end of services benefits (39 (103)
Net cash from operating activities 17,494 38,636
Cash flow from investing activities
Purchase of property, plant and equipment (13,824) (15,182)
Interest received 144 273
Net cash used in investing activities (13,680) (14,909)
Cash flows from financing activities
Repayment of term loans - (2,585)
Repayment of capital element of finance lease - (438)
Interest paid - (59
Dividend paid (17,512) (22,288)
Net cash used in financing activities (17,512) (25,370)
Net increase / (decrease) in cash and cash equivalents (13,698) (1,643)
Cash and cash equivalents at the beginning of the year 18,097 19,740
Cash and cash equivalents at the end of the year (Note 5) 4,399 18,097

ZAIN BAHRAIN B.S.C.(c) PROSPECTUS 231



Notes to the Financial Statements
FOR THE YEAR ENDED DECEMBER 31, 2011

1.  GENERAL INFORMATION
Zain Bahrain B.S.C. (c) (“the Company”) is a Bahraini Joint Stock Company Closed incorporated in the Kingdom of
Bahrain on April 19, 2003 and registered with the Ministry of Industry and Commerce 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 provides telecommunication services under various licenses issued by the Telecommunications
Regulatory Authority (“TRA") of the Kingdom of Bahrain. The initial periods of the licenses are 15 years. The
Company is also involved in the sale of handsets and accessories in the Kingdom of Bahrain. The Company launched
its services on December 28, 2003.

2. ADOPTION OF NEW AND REVISED STANDARDS

2.1 Standards affecting the disclosures and presentation in the current year
None of the revised Standards that have been adapted in the current year which are effective for annual periods
beginning on or after January 1, 2011 have affected the disclosures and presentations in the financial statements.
Details of those Standards adapted in these financial statements but that have had no effect on the amounts
reported are set out in Note 2.2

2.2 Standards and interpretations adapted with no effect on the financial statements
The following new and revised Standards and Interpretations have also been adapted in these financial statements.
Their adaption has not had any significant impact on the amounts reported in these financial statements but may
affect the accounting for the future transaction or arrangements.

New Interpretation: Effective for annual
periods beginning on or
after:

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments July 1, 2010

Amendments to Standards and Interpretations:

IFRS 1 First-time Adaption of International Financial Reporting Standards - July 1, 2010
Amendment relating to limited exemption from Comparative IFRS 7
Disclosures for First-Time Adopters.

IAS 24 Related Party Disclosures — Revised definition of related parties January 1, 2011
IAS 32 Financial Instruments: Presentation — Classification of Rights Issues February 1, 2010

IFRIC 13 Customer Loyalty Programmes - Amendments relating to the January 1, 2011
clarifications on the measurement of the fair value of award credits

IFRIC 14 IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding  January 1, 2011
Requirements and their Interaction Conceptual Framework for Financial ~ September 2010

Reporting 2010
IAS 27 Consolidated and Separate Financial Statements (as amended in 2008)  July 1, 2010
Various Amendments resulting from May 2010 Annual Improvements to IFRSs ~ Various

Standards
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2.3 Standards and interpretations in issue not yet effective
At the date of authorisation of these financial statements, the following Standards and Interpretations were in issue
but not effective:

Effective for annual
periods beginning on or

New Interpretation:

after

IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine January 1, 2013
New Standards:
IFRS 9 Financial Instruments January 1, 2015
IFRS 10 Consolidated Financial Statements January 1, 2013
IFRS 11 Joint Arrangements January 1, 2013
IFRS 12 Disclosure of Interests in Other Entities January 1, 2013
IFRS 13 Fair Value Measurement January 1, 2013
Amendments to Standards and Interpretations
IFRS 1 First-time Adaption of International Financial Reporting July 1, 2011
Standards - Replacement of 'fixed dates’ for certain exceptions
with ‘the date of transition to IFRS's
IFRS 1 First-time Adoption of International Financial Reporting July 1, 2011
Standards — Additional exemption for entities ceasing to suffer
from severe hyperinflation
IFRS 7 Financial Instruments: Disclosures - Amendments enhancing July 1, 2011
disclosures about offsetting of financial assets and financial
liabilities
IFRS 7 Financial Instruments Disclosures — Amendments requiring January 1, 2013
disclosures about the transfer of financial assets and liabilities
IFRS 7 Financial Instruments Disclosures — Amendments enhancing January 1, 2015
disclosures about the initial application of IFRS 9
IAS1 Presentation of Financial Statements (2011) - Amendments January 1, 2012
enhancing presentation of items of other comprehensive
income
IAS 12 Income Taxes — Limited scope amendment (recovery of January 1, 2012
underlying assets)
IAs 19 Employee Benefits — Amendments resulting from the Post- January 1, 2013
Employment Benefits and Termination Benefits projects
|AS 27 Separate Financial Statements (2011) January 1, 2013
|AS 28 Investment in Associates and Joint Ventures (2011) January 1, 2013
IAS 32 Financial Instruments: Presentation - Amendments to January 1, 2014

Various Standards

application guidance on the offsetting of financial assets and
liabilities

Amendments resulting from May 2010 Annual Improvements
to IFRS.

Various

The Directors anticipate that all of the above Standards and Interpretations as applicable will be adopted in the
Company’s financial statements in future periods and that the adoption of those Standards and Interpretations will
have no material impact on the financial statements of the Company in the period of initial application.
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3.1

3.2

3.3

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards and
applicable requirements of the Bahrain Commercial Companies Law.

Basis of preparation
The financial statements have been prepared on the historical cost basis.

The financial statements have been presented in Bahraini Dinars, rounded to the nearest thousand.
The principal accounting policies are set out below.

Revenue recognition

Revenues which consist of income streams of a recurring and non-recurring nature are recognised when related
services are provided and are measured at the fair value of the consideration received or receivable and are reduced
for rebates and other similar allowances.

3.3.1 Postpaid
Recurring postpaid revenue represents billings to subscribers in respect of monthly rentals, airtime (voice and
data) usage fees and roaming charges. These are recognised when the related services are provided.

Revenue arising from the previous billing date to the reporting date is accrued.

3.3.2 Prepaid
Prepaid vouchers enable the users to forward purchase a specified value of airtime (voice and data). The
sale price of the prepaid vouchers is based on airtime bundles while revenue is recognised on airtime usage.
Unused airtime which has not been earned at the reporting date is recognised in the balance sheet as deferred
revenue. Non-recurring revenues include one-time charges of subscription and other services fees. One-time
charges are recognised when services to the customers are activated or provided, as appropriate.

3.3.3 Roaming
Roaming revenue arises from revenue sharing arrangements with other telecommunication operators in
respect of traffic exchanged and is recognised as earned.

3.3.4 Interconnection

Revenue (inbound)
Interconnection revenue represents amounts receivable from other network operators for their subscribers’
traffic terminated on the Company’s network and is accounted for during the period of such use.

Expenses (outbound)
Interconnection expenses represent amounts payable to other network operators for the traffic terminated on
their network by the Company’s subscribers and are accounted for during the period of such use.

3.3.5 Prepaid calling cards
Prepaid cards enable the users to forward purchase a specified value of airtime to call international destinations.
The sale price of the prepaid card is based on airtime bundles while revenue is recognised based on airtime
usage. Unused airtime which has not been earned at the reporting date is recognised in the balance sheet as
deferred revenue.

3.3.6 Trading revenue
Revenues arising from trading primarily comprise of handsets, equipment and SIM card starter packs sales and
are recognised upon delivery to the customer.

3.3.7 Interest income
Interest income is accrued on a time basis, by reference to the principal outstanding at the effective interest
rate applicable, which is the rate that exactly discounts estimated future cash receipts through the expected
life of the financial asset to that asset’s net carrying amount on initial recognition.
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3.4

3.5

3.6

3.7

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses.

Depreciation is recognised so as to write off the cost of assets (other than freehold land and properties under
construction) less their residual values over their useful lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed at the end of each reporting period, with the effect of
any changes in estimate accounted for on a prospective basis.

The estimated useful lives of property, plant and equipment are as follows:

Freehold building 20 years
Network equipment 3-15years
Office equipment 5years
Furniture and fixtures 5 years
Vehicles 5years

Freehold land and properties under construction are not depreciated.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortisation
and accumulated Impairment losses. Amortisation is recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method are reviewed at the end of each reporting period, with the
effect of any changes in estimate being accounted for on a prospective basis. Intangible assets with indefinite useful
lives, if any, that are acquired separately are carried at cost less accumulated impairment losses.

Impairment of tangible and intangible assets

At the end of each reporting date, the Company reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if
any). When it is not possible to estimate the recoverable amount of an individual asset, the Company estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash- generating units for which a reasonable and consistent allocation
basis can be identified.

The recoverability of the Company's tangible and intangible assets is subject to the future profitability of its
operations and evolution of the business in accordance with its plans. In evaluating the recoverability of its assets,
the management reviews the value and future benefits of the Company’s operations based on technological,
regulatory and market conditions.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash- generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets
is deducted from the borrowing costs eligible for capitalisation. All other borrowing costs are recognised in profit or
loss in the period in which they are incurred.
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3.8 Inventories
Inventories are stated at the lower of cost and net realisable value. Costs of inventories are determined on a weighted
avenge basis. Costs are those expenses incurred in bringing each product to its present location and condition.

Net realisable value represents the estimated selling price for inventories less all estimated costs of completion and
costs necessary to make the sale.

3.9 Financial assets
Financial assets are classified into the following specified categories: financial assets ‘at fair value through profit
or loss' (FVTPL), held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets and ‘receivables’. The
classification depends on the nature and purpose of the financial assets and is determined at the time of initial
recognition. At present, the financial assets of the Company consist of only receivables comprising accounts and
other receivables.

3.9.1 Receivables
Trade receivables and other receivables that have fixed or determinable payments that are not quoted in an
active market are classified as receivables. Receivables are measured at amortised cost using the effective
interest method, less any impairment. Interest income is recognised by applying the effective interest rate,
except for short-term receivables when the recognition of interest would be immaterial.

3.9.2 Effective interest method
The effective interest method is a method of calculating the amortised cast of a financial asset and of allocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees on points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the financial
asset, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

3.9.3 Impairment of financial assets
Financial assets are assessed for indicators of impairment at the end of each reporting period. Financial assets
are considered to be impaired when there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows of the asset have
been affected.

The objective evidence of impairment could include:

e significant financial difficulty of the issuer or counterparty; or

* it becoming probable that the borrower will enter bankruptcy or financial reorganisation; or
e the disappearance of an active market for that financial asset because of financial difficulties.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment
for a portfolio of receivables could include the Company’s past experience of collecting payments, an increase
in the number of delayed payments in the portfolio past the average credit period of 60 days, as well as
observable changes in national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset's carrying amount and the present value of estimated future cash flows, discounted at the
financial asset's original effective interest rate.

The carrying amount of financial assets is reduced by the impairment loss directly for all financial assets with
the exception of trade receivables, where the carrying amount reduced through the use of an allowance
amount. When a trade receivable is recognized uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance amount. Changes
in the carrying amount of the allowance account are recognized in profit and loss.

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed through profit or loss to the extent that
the carrying amount of the financial assets as at the date of impairment is reversed does not exceed what the
amortized cost would have been had the impairment not been recognized.
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3.9.4 Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flow from the asset
expire, or it is transfers the financial asset and substantially all the risks and rewards of the ownership of the
asset to another entity. If the Company neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Company recognizes its retailed interest in the
asset and as associated liability for amounts it may have to pay. If the Company retains substantially all the risks
and rewards of ownership of a transferred financial asset, the Company continues to recognize the financial
asset and also recognizes a collateralized borrowing for the proceeds received.

On derecognition, of a financial asset in its entirety, the difference between the asset’s carrying amount and
the sum of the consideration received and receivable is recognized in profit and loss.

3.10 Financial Liabilities
Financial liabilities are classified as either financial liabilities at “FVTPL" or other financial liabilities. At present, the
financial liabilities of the Company consist of only other financial liabilities comprising trade and other payables.

3.10.1 Other financial liabilities
Other financial liabilities (including borrowing and trade and other payables) are subsequently measured at
amortized cost using the effective interest method with interest expense recognized on an effective yield
basis.

3.10.2 Effective interest method
The effective interest method is a method of calculating the amortized cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability, or (where
appropriate) a shorter period, to the net carrying amount on initial recognition.

3.11 Provisions
Provisions are recognized when the Company has a present obligation (legal or constructive) arising from a past
event, and the costs to settle the obligation are both probable and able to be reliably measured.

3.12 Leasing

The Company as lessee

Finance leases which transfer the Company substantially all the risks and benefits incidental to ownership of the
leased item, are capitalized at the inception of the lease at the fair value of the leased asset or, if lower, at the present
value of the minimum lease payments. Lease payments are apportioned between finance charges and reduction of
lease liability so as to achieve a constant rate of interest on remaining balance of the lease.

Leases where the lessor retains substantially all the risks and rewards of ownership of the asset are classified as
operating leases. Operating lease payments are recognized as an expense in the profit or loss on a straight line basis
over the lease term.

3.13 Provision for employees’ end of service benefits
The Company provides end of service benefits to all its expatriate employees in accordance with the Bahrain Labour
Law. The entitlement to these benefits is based upon the employee’s final salary and length of service, subject to the
completion of a minimum service period. The expected costs of these benefits are accrued over the period of the
employment.

For Bahraini employees, the Company makes contributions to the General Organisation for Social Insurance, based
on the applicable law and regulation.

3.14 Employee saving scheme
The Company's contribution to the employees saving scheme is calculated as a percentage of employee salaries
as determined by management in a separate fund account. The Company’s obligations are limited to these
contributions, which are expensed when due.

3.15 Foreign currencies
The functional currency of the Company is the Bahraini Dinar. Transactions in the foreign currencies are recognised
in functional currencies at the rate ruling at the date of the transactions. Monetary assets and liabilities denominated
in foreign currencies are retranslated at the rate of exchange ruling at the reporting date. All differences are taken
to profit and loss. Non-monetary items that are measured in terms of historical costs in a foreign currency are not
retranslated.
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3.16 Share based payment transactions
The Parent Company operates both an entity settled and cash settled share based compensation plan. The cost of
these share based transactions is measured at fair value of its value at the date of the grant taking into account the
terms and conditions upon which the instruments were granted.

The Company grants rights to equity instruments of its parent to certain entitled employees and accounts for
transactions as cash-settled. The fair value is expensed over the vesting period with a corresponding adjustment in
liability.

4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
In the application of the entity’s accounting policies, which are described in Note 3, management is required to
make judgments, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period
of revision and future periods if the revision affects both current and future periods.

Critical judgment in applying the entity’s accounting policies
In the process of applying the entity’s accounting policies, which are described in Note 3, management did not have
to make judgments that may have significant affect on the amounts recognised in the financial statements.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at the
reported date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within next financial year.

Property, plant and equipment — network:

Due to the nature of the Company's business, the network assets of the Company, are susceptible to rapid
technological obsolescence. Management depreciates those assets over 3 to 15 years. The estimation of network
assets useful lives is based on management judgment and estimates. In order to estimate the lives of network assets,
management considers the nature of the asset, usage and technology advancement. Therefore, any technological
advancement in future may warrant the need for substantial upgrade or replacement of equipment. Hence,
management performs annual impairment tests on network assets, as described in Note 3, to identify any indication
that those assets have suffered an impairment loss. As per the policy the impairment loss, if any, will be recognised
immediately in the profit and loss.

Allowance for bad debts on due from postpaid subscribers

As described in Note 6, It is the Company’s policy to provide for doubtful debts after taking into account factors
such as the time period for which the amount has been outstanding, type of subscribers and period the subscriber
balance has remained inactive. On the basis of age analysis of due from subscribers, management uses certain
percentage applicable to the different aging periods. These percentages have been developed by the management
on the basis of their experience and past recovery trends. The ability to estimate the required provision will become
more accurate over time as long as sufficient reliable data is built up.

Impairment of tangible assets and useful lives
The management tests annually whether tangible assets have suffered impairment in accordance with accounting
policies stated in Note 3. The recoverable amount of an asset is determined based on value-in-use method.

The management determines the useful lives of property, plant and equipment and the related depreciation charge.
The depreciation charge for the year will change significantly if the actual life is different from the estimated useful
life of the asset.

The review carried out by the management did not reveal any impairment or change in the useful life of the tangible
assets.

238 ZAIN BAHRAIN B.S.C.(c) PROSPECTUS



Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2011

CASH AND CASH EQUIVALENTS

2011 2010

BD ‘000 BD ‘000

Short term deposits 3,013 14,053
Cash and bank balances 2,225 4,044
Cash and bank balances 5,238 18,097
Less: Bank overdraft (839) -
4,399 18,097

Cash and bank balances include BHD 250,861 (2010: BHD 1,181,452), denominated in United States Dollars and
BHD 586,020 (2010: 2,049,581) denominated in Euros. The average interest rate per annum on short term deposits
was 2.75% (2010: 2%).

The purpose of bank overdraft is to finance the working capital requirements of the Company. It carries a variable
interest rate of 3-months Bahrain Inter Bank Offered Rate (BIBOR) + 2.25% per annum.

ACCOUNTS RECEIVABLES

2011 2010

BD ‘000 BD ‘000

Due from postpaid subscribers 10,430 9,328
Allowance for doubtful debts (2,778) (2,062)
7,652 7,266

Due from telecommunication operators 3,092 1,859
10,744 9,125

The average credit period for subscribers on services provided is 60 days. No interest is charged on overdue
subscribers balances. The Company has provided fully for all subscriber receivables over 360 days excluding those
receivables being followed by the collection agencies and certain specific customer receivables which are considered
recoverable, because historical experience is such that receivables that are past due beyond 360 days are generally
not recoverable. Trade receivables between 60 days and 360 days are provided for based on estimated irrecoverable
amounts for the service provided, determined by reference to past default experience.

Included in the due from telecommunication operator balances are debtors with carrying amount of BHD 448,455
(2010: BHD174,770) which are past due at the reporting date for which the Company has not provided as there has
not been a significant change in credit quality and the amounts are still considered recoverable. The Company does
not hold any collateral over these balances. As at December 31, 2011, the Company has also a payable balance of
BHD 581,086 (2010: BHD 259,912) to the dame operators included under Note 11 accounts payable and accruals.

As at December 31, 2011, ten (2010: ten) operators accounts for approximately 65% (2010: 52%) of amounts due from
telecommunication operators.

Movement in allowance for doubtful debts is as follows:

2011 2010

BD ‘000 BD ‘000

Balance at beginning of the year 2,062 2,753
Impairment losses recognised on receivables 2,013 295
Amount written off (1,297) (986)
Balance at end of the year 2,778 2,062

Allowance for doubtful debts is estimated after taking into account factors such as the time period for which the
amounts remain outstanding, type of subscribers and period for which subscriber balances have remained inactive.
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Ageing of impaired trade receivables:

2011 2010
BD ‘000 BD ‘000
Upto 3 months 33 38
3-6 months 167 271
7-12 months 937 757
More than 360 days 1,641 996
2,778 2,062

Ageing of past due but not impaired is as follows:
2011 2010
BD ‘000 BD ‘000
Upto 3 months 887 1,119
3-6 months 1,205 2,241
7-12 months 1,267 890
More than 360 days 1,417 992
4,776 5,242

The Directors consider that the carrying amount of account receivables approximately their fair value.

The Company has no significant concentration of credit risk on due from postpaid subscribers, with exposure spread
over a large number of customers.

7. ADVANCES, PREPAYMENTS AND OTHER RECEIVABLES

2011 2010

BD ‘000 BD ‘000

Accrued income (7.1) 721 886
Interconnect receivable from other operators 3,649 5,357
Prepaid expenses (7.2) 1,825 1,930
Due from related parties (note 20) 14 86
Subscriber acquisition cost (7.3) 6,359 3,802
Advance paid to suppliers 3,217 -
Other receivables 1,451 1,792
17,236 13,853

Allowance for other receivables (67) (65)
17,169 13,788

7.1 Accrued income comprises unbilled charges for services provided at the year-end where the billing was not due at
that date.

7.2 Prepaid expenses comprise the unamortized portion of advance payments in connection with rentals, insurance,
maintenance and other miscellaneous expenses.

7.3 Subscriber acquisition cost comprises the cost of inventory items granted to the Company’s customers. These items
are amortised over the contracted subsidy period which ranges from 1 to 3 years.
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8. INVENTORIES
This caption comprises mobile telephone handsets and accessories, subscribers’ identification module (“SIM”)
cards, recharge vouchers and calling cards.

2011 2010
BD ‘000 BD ‘000
Laptops, mobile telephone handsets and accessories 2,640 2,671
SIM cards, recharge vouchers and calling cards 164 85
2,804 2,756
Allowance for slow moving items (203) (131)
2,601 2,625
9. PROPERTY, PLANT AND EQUIPMENT
Properties
Freehold Under Fixtures Properties
Land and Finance  Network Office and Under
Building Lease Equipment Equipment  Furniture Vehicles Construction Total
BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000 BD ‘000
Cost:
Balance December 31, 2009 710 1,169 50,639 14,643 3,284 30 5473 75,948
Additions 210 - 2,013 480 4 - 12475 15182
Transfers 1,169 (1,169 3,760 2,787 - - (6,547) -
Disposals - (710) - - - - (710)
Balance December 31, 2010 2,089 - 55,702 17,910 3,288 30 11,401 90,420
Additions 83 - 3,982 362 1 - 13,834 18,262
Transfers - - 18,044 1,745 41 - (19,830 -
Disposals - - (8,404) - - - (644)  (9,048)
Balance December 31, 2011 2,172 - 69,324 20,017 3,330 30 4,761 99,634
Accumulated Depreciation:
Balance December 31, 2009 208 138 21,082 11,115 2,245 21 - 34,809
Depreciation expense 45 23 7,548 1,703 238 5 - 9,562
Relating to disposal - - (260) - - - - (260)
Transfers 161 (161) - - - - - -
Balance December 31, 2010 414 - 28,370 12,818 2,483 26 - 44111
Depreciation expense 76 8,392 1,909 234 3 - 10,614
Relating to disposal - (4,939 - - - - (4,939
Balance December 31, 2011 490 - 31,823 14,727 2,717 29 - 49,786
Carrying amount:
As at December 31, 2011 1,682 - 37,501 5,290 613 1 4,761 49,848
As at December 31, 2010 1,675 - 27,332 5,092 805 4 11,401 46,309
10. INTANGIBLE ASSETS
2011 2010
BD ‘000 BD ‘000
Cost:
Balance at the beginning and end of the year 5,954 5,954
Accumulated Amortisation:
Balance at the beginning of the year 1,660 1,162
Amortisation expense 498 498
2,158 1,660
Balance at the end of the year 3,796 4,294
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Intangible assets consist of the following license fees:

10.1 Fees for National Fixed Wireless Services (“NFWS") license obtained on January 8, 2007. This fee is amortized over
the license period of 15 years.

10.2 Fees for the Rotana digital entertainment music license. This fee is amortized over a period of three years from the
launching day of the agreed services with Rotana which is from May1, 2009.

11. ACCOUNTS PAYABLES AND ACCRUALS

2011 2010

BD ‘000 BD ‘000

Due to suppliers 6,105 5,556
Accrued expenses 11,591 13,989
Due to telecommunication operators 3,124 1,692
Accrued employees’ benefits 1,054 3,368
Subscriber deposits 47 74
Dividend payable 280 192
Due to related parties (Note 20) 3,265 1,571
25,466 26,442

There is no interest charge on overdue payables to suppliers however the Company has financial risk management
policies in place to ensure that all payables are paid within the credit timeframe.

The majority of due to suppliers balance related to purchases of equipment and is substantially denominated in
Euros.

Accrued expenses include an amount of BHD 2,329,882 (2010: 4,409,237) due to another operator in respect of
interconnect charges, supplies and services received prior to the year end for which no invoices were received as of
that date.

Due to telecommunication operators relate to interconnect and roaming charges which are outstanding at the year
end.

Subscriber deposits represent refundable amounts received from the subscribers.

The movement of the provision for the employees’ end of service indemnity is as follows:

2011 2010

BD ‘000 BD ‘000

Balance at beginning of the year 272 317

Additional provision 81 150

Provision representing the employees transferred to related parties - (92)

Reductions arising from payments (39 (103)

Balance at the end of the year 314 272

13. SHARE CAPITAL

Authorised Issued and Fully Paid

2011 2010 2011 2010

BD ‘000 BD ‘000 BD ‘000 BD '000

Shares of BHD 1 each 32,000 32,000 32,000 32,000
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14.

15.

16.

17.

18.

18.1

SHARE PREMIUM

Share premium relates to amounts collected in excess of the par value of the issued share capital. This amount is
considered as part of the reserves and is not available for distribution, but can be utilised as stipulated in the Bahrain
Commercial Companies Law.

STATUTORY RESERVES

In accordance with the Bahrain Commercial Companies Law and the Company’s Articles of Association, 10% of the
profit for the year is required to be transferred to a statutory reserve until it reaches 50% of the issued share capital.
The reserve is not available for distribution, except in the circumstances stipulated in the Bahrain Commercial
Companies Law.

REVENUE
This caption represents revenues from airtime, data, subscription, handsets, accessories and SIM card starter pack
sales, net of roaming expenses.

FINANCE COSTS

2011 2010
BD ‘000 BD ‘000
Interest on term loans - 35
Interest on finance lease obligations - 24
- 59
PROFIT FOR THE YEAR
Profit for the year has been arrived at after charging
2011 2010
BD ‘000 BD ‘000
Employees’ costs and benefits:
End of service benefits 81 150
Employees costs 6,498 8,338
6,579 8,488
Site rental 1,650 1,419
Allowance for doubtful debt and inventories 2,085 319
Business promotion cost 6,788 9,625
Licence fees amortisation (Note 10) 498 498
Licence fees (18.1) 1,443 1,850
Royalty fees (18.2) 539 488
Management fees (18.3) 2,421 2,809

Licence fees comprise of Mobile license fees and Wimax frequency licenses fees payable to the TRA of Bahrain. As
per the agreement dated 22 April 2003 between the Company and the TRA, the Company has to pay 0.8% of the
total annual revenue every year to the TRA in respect of the license fees and the fixed fee for microwave frequency
license.

18.2 The Company has an agreement dated September 1, 2007 with Vodafone Global Products and Services Limited in

respect of use of “Vodafone” brand and to provide other assistance to the Company against royalty fee of Euro 1
million per annum.

18.3 As per an agreement dated 28 December 2003 between the Company and the Parent Company, the Parent

Company provides different management services to the Company against management fees of 3% on the annual
gross revenue as defined.
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19. BASIC EARNINGS PER SHARE

The earnings and weighted average number of ordinary shares used in the calculation of basic earnings per share

are as follows:

2011 2010

BD '000 BD "000

Profit for the period 13,047 21,872
Number of shares 000 000
Number of shares at the beginning of the period 32,000 32,000
Basic earnings per share Fills 408 Fills 684

20. RELATED PARTY TRANSACTIONS

These represent transactions with related parties including Shareholders, Directors, and senior management of the
Company and companies of which they are principal owners. Pricing policies and terms of these transactions are

approved by the Company’s management.

Transactions with related parties included in the statement of comprehensive income are as follows:

2011 2010

BD ‘000 BD ‘000

Office rent and maintenance costs 753 380
Site and outlet rent 62 61
Management fees (Note 18.3) 2,421 2,809
Group staff costs - 18
Employee share option plan charges (20.1) 343 630
Royalty fees (Note 18.2) 539 488

During the year, Management accrued for Board of Directors’ remuneration and amount of BHD 200,000 subject to

the approval by the Shareholders' general assembly (2010: BHD640,000).

20.1 The employee share option plan charges relate to the share option plan managed and handled by the Parent
Company. The liability of the Company is limited to its contribution as charged by the Parent Company. The details

of the plan are disclosed in the consolidated financial statements of Zain Group.

2011 2010

BD ‘000 BD ‘000

Zain Group Holding-Bahrain S.P.C. (3,005) (779)
Zain-Touch - 1
Zain Jordan (151) (149)
Zain - Kingdom of Saudi Arabia 1 (643)
Sudanese Mobile Telephone Company Ltd 13 13
Zain - Iraq (34) 1
Mobile Telecommunications Company - Kuwait (75) 71
(3,251) (1,485)
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Amounts due from/to related parties are presented as follows:

2011 2010
BD ‘000 BD ‘000
Due from related parties (Note 7) 14 86
Due to related parties (Note 11) 3,265 1,571
Compensation of key management personnel
Remuneration of members of key management during the year was as follows:
2011 2010
BD ‘000 BD '000
Short-term benefits 1,155 1,116
Other long-term benefits 84 64
1,239 1,180
The above compensations were in the form of salaries, allowances and bonus.
21. CONTINGENT LIABILITIES AND COMMITMENTS
21.1 Contingent liabilities
As of the year end, the Company had the following outstanding items:
2011 2010
BD ‘000 BD ‘000
Letters of guarantee b6 64
21.2 Capital commitments
2011 2010
BD ‘000 BD '000
Capital expenditures 14,278 11,861

21.3 Commitments under operating leases
Commitments under operating leases, which substantially comprise properties on which telecommunication
equipment have been installed, as presented as follows:

2011 2010

BD ‘000 BD ‘000

Within one year 1,856 1,591
After one year, but not more than five years 6,889 5,649
8,745 7,240

ZAIN BAHRAIN B.S.C.(c) PROSPECTUS 245



Notes to the Financial Statements (continued)
FOR THE YEAR ENDED DECEMBER 31, 2011

22. FINANCIAL INSTRUMENTS
Financial instruments consist of financial assets and financial liabilities.

Financial assets of the Company include cash and bank balances and receivables.
Financial liabilities of the Company include accounts payables and accruals.
22.1 Significant accounting policies
Details of the significant accounting policies and methods adopted (including the criteria for recognition, the bases
of measurements and the bases for recognition of income and expenses), for each class of financial asset, financial

liability and equity instruments are disclosed in note 3 of the financial statements.

22.2 Categories of financial instruments
The summary of financial assets and liabilities is as follows:

2011 2010
BD ‘000 BD ‘000
Financial assets
Cash and bank balances at amortised cost 5,238 18,097
Receivables 15,791 16,295
21,029 34,392
Financial liabilities
At amortised cost 26,305 26,442

22.3 Capital risk management
The Company manages its capital to ensure that the Company will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance.

The capital structure of the Company consists of equity comprising share capital, share premium and reserves. The
Company does not have long term borrowings as at the reporting date.

22.4 Financial risk management objectives
The Company’s finance function manages the financial risks relating to the operations of the Company through
internal risk reports which analyse exposure by degree and magnitude of risks. These risks include market risk (which
consists of equity price risk, foreign currency risk and interest risk), credit risk and liquidity risk.

22.5 Market risk
Market risk is the risk that the fair value or future cash flow of a financial instrument will fluctuate as a result of changes
in market prices such as interest rates and foreign currency rates. The Company’s activities expose it primarily to the
financial risk in changes in interest rates and foreign rates which are described below:

22.5.1 Interest rate risk management
Interest rate risk is the risk that the fair value or future cash flows if a financial instrument will fluctuate due to
changes in market interest rates.

The Company's short-term deposits carry fixed interest rates and mature within three months. The company’s
overdraft facility carries variable interest rate and is short-term in nature (Note 5).

The Company is not exposed to significant interest risk since it does not have interest bearing long term
liabilities at the reporting dates. The Company reviews the market analysis and expectations for interest
rate movements as the basis on which the Company decides to utilise floating rates for its interest bearing
liabilities, if any.

The Company's exposure to interest rates on financial assets and financial liabilities is detailed in liquidity risk
management section of this note.
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22.5.2 Currency risk management
Currency risk is the risk that the fair value of the future cash flows of a financial instrument will fluctuate due
to changes in foreign exchange rates.

The Company's assets and liabilities are denominated in Bahraini Dinars, United States Dollars and Euros.
As the Bahraini Dinar is pegged to the United States Dollar, balances in the US Dollar are not considered
to represent a significant currency risk. However, balances denominated in Euro are exposed to movements
in exchange rate. A Euro time deposit was made by the Company to mitigate the risk of Euro exchange
movements on its Euro denominated financial liabilities.

The carrying amounts of the Company's foreign currency denominated monetary financial assets and
liabilities at the reporting date are as follows:

Liabilities Assets
2011 2010 2011 2010
BD ‘000 BD ‘000 BD ‘000 BD ‘000
Euros 476 1,657 586 1,876

Foreign currency sensitivity analysis
The Company is mainly exposed in Euro.

The following table details the Company’s sensitivity at a 10% variation in the Bahraini Dinar against the Euro.
10% is the sensitivity rate used when reporting foreign currency risk internally to key management personnel
and represents management'’s assessment of the reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency denominated monetary items and adjusts their
translation at the period end for a 10% change in foreign currency rates. A negative number below indicates
a decrease in profit where the Bahraini Dinar against the Euro, there would be an equal and opposite impact
on the profit, and the balances below would be positive.

Euro Impact
Euro Impact
2011 2010
BD ‘000 BD ‘000
Profit or loss (a) (1 (22)

(a) This is mainly attributable to the Company’s exposure outstanding on Euro financial assets and liabilities
at year end.

In management's opinion, the sensitivity analysis is unrepresentative of the inherent foreign exchange risk as
the year end exposure does not reflect the exposure during the year.

22.6 Credit risk management
Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss to
the Company.

The Company seeks to limit its credit risk with respect to postpaid subscribers by defining credit limits that are
monitored regularly and establishing a settlement period for these individual postpaid subscribers, in addition to
the standard process of receivables review.

The Company does not have any significant credit risk exposure to any single counterparty or any group of
counterparties having similar characteristics. The Company defines counterparties as having similar characteristics
if they are related entities. The credit risk on liquid funds is limited because the counterparties are banks with high
credit-ratings.

The carrying amount of financial assets recorded in the financial statements represents the company’s maximum
exposure to credit risk.
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22.7 Liquidity risk management
Liquidity risk management is the risk that funds will not be available to settle liabilities when they fall due.

Ultimate responsibility for liquidity risk management rests with Board of Directors, which has built an appropriate
liquidity risk management framework for the management of the Company’s short, medium and long-term funding
and liquidity management requirements. To mitigate the risk, management has diversified funding sources and
assets are managed with liquidity approach, maintaining a healthy balance of cash and cash equivalents. The
Company manages maturities of the Company’s assets and liabilities in way to be able to maintain an adequate
liquidity. During the year, the Company obtained credit facilities from a local bank with a limit of BHD 5 million for
overdraft and BHD 3 million for bills discounting.

22.7.1 Liquidity and interest risk tables
The following tables detail the Company's remaining contractual maturity for its non-derivative financial
liabilities. The tables have been drawn up based on the undiscounted cash flows of financial liabilities based
on the earliest date on which the Company can be required to pay. The tables include both interest and
principal cash flows.

Weighted Less than 3 months to

average effective 1 month 1-3 months 1 year Total
interest rate BD ‘000 BD ‘000 BD ‘000 BD ‘000

2011
Non-interest bearing - 3,750 14,466 7,250 25,466
Variable interest bearing 3.25% 839 - - 839
4,589 14,466 7,250 26,305

2010
Non-interest bearing - 8,592 10,996 6,854 26,442

The following tables detail the Company’s expected maturity for its non-derivative financial assets. The tables
have been drawn up based on the undiscounted contractual maturities of the financial assets including
interest that will be earned on those assets except where the Company anticipates that the cash flow will
occur in a different period.

Weighted Less than 3 months to

average effective 1 month 1-3 months 1 year Total
interest rate BD ‘000 BD ‘000 BD ‘000 BD ‘000

2011
Non-interest bearing - 4,809 7,798 5,409 18,016
Fixed interest rate instruments 2.75% 3,020 - - 3,020
7,829 7,798 5,409 21,036

2010
Non-interest bearing - 5,802 10,347 4,190 20,339
Fixed interest rate instruments 2.00% 14,076 - - 14,076
19,878 10,347 4,190 34,415

23. FAIR VALUE OF FINANCIAL INSTRUMENTS
Fair value is the amount for which an asset could be exchanged for a liability settled, between knowledgeable, willing
parties in an arm’s length transaction. Underlying the definition of fair value is a presumption that an enterprise is a
going concern without any intention or need to liquidate, curtail materially the scale of its operations or undertake
a transaction on adverse terms.

The Directors believe that the fair values of the Company’s financial instruments approximated their carrying amounts
as at the reporting dates.

There are no financial assets and liabilities carried at fair value at the reporting dates.
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