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Zain Group’s CEO submits his resignation Recormmendetion

B Kuwait's Zain said its Chief Executive, Saad Al-Barrak, has submitted his Not rated
resignation but it gave no reason for the decision, highlighting uncertainties over
the sale of a controlling stake in the firm. According to a Zain statement to the

Kuwaiti bourse on February 39, "Saad Al-Barrak has submitted his resignation to Stock Data
the Chairman, and he will present the resignation to the Board of Directors to Price (as of Feb 4 2010) (KWD) 09
look into it". The statement did not give a reason for the resignation and Zain Target Price (KWD) /A
declined to comment. Upside / Downside N/A
B Barrak will keep his post as Chief Executive of Zain Saudi Arabia, which is 25% Market Cap (KWD mn) 3,782
owned by Kuwait's Zain, stated Prince Hussam bin Saud al-Saud, Chairman of Market Cap (USD mn) 13,127
Zain Saudi Arabia. Number of Shares (mn) 4,297
B Zain has chosen a former Minister of Communication to replace Saad Al-Barrak, 52 Wk Av. value traded (KWD 12,490
according to newspaper reports last Thursday. "Former Minister of mn)
Communication, Nabil bin Salama, has been chosen as the Chief Executive," Reuters / Bloomberg Zain KW / Zain KK
Exchange Rate (KWD / USD) 3.46

reported Reuters quoting Kuwaiti daily Al-Qabas.

Source: Reuters, Rasmala Research

Background of the deal to sell 46% of Zain
B In September 2009, Al-Kharafi Group, the largest private shareholder of the

Performance Graph

company with a stake of 11.41%, said it was confident of selling a 46% stake in ligg KSE A Zdn
Zain. It had agreed to sell this stake to a consortium, including India’s Vavasi 1200
Group and Malaysian billionaire Sayed Mokhtar Al-Bukhary for USD 13.7 billion, 1000 £
in a deal that did not involve Zain’s management. India’s Bharat Sanchar Nigam ggg T~
Ltd and Mahanagar Telephone Nigam Ltd were also interested in the deal. 400
B Barrak said in October 2009 that Zain had halted talks to sell its African assets to 200
appease the potential buyers of the stake. The final deal was expected to be 0 rr Tt
signed within four months of the announcement, but Al-Kharafi Group said in oqg@qcha""o"’o"’ SN
January 2010 that economic uncertainties had delayed the deal. *b%i@q@ ‘,eféo"@%% &

B Zain's African operations targeted to be sold by Al-Kharafi Group, are spread
across twelve countries spanning west and central Africa, including Burkina Faso,
Chad, Malawi, Madagascar, Uganda, Congo, Gabon, Niger, Kenya, Zambia,

Source: Reuters, Rasmala Research

Nigeria, and Tanzania, 12m High / Low (KWD) 16/06
Value of the deal M a1
B Zain’s total outstanding shares number 4.3 billion, of which 46% is equivalent to Zain 10.8% -21.6% 16.7%

approximately 1.98 billion shares. The announced transaction value was USD

13.7 billion, implying a price of KWD 1.96 per share (USD 6.9/share) compared KSE Index 0.3% -4.4% 3.9%

to a current price of KWD 0.88 per share (USD 3.1/share), a potential upside of Source: Reuters, Rasmala Research

122.7%.

B The deal is valued at an EV/EBITDA multiple of 9.22x, which is considered, Major Sharenolders

according to our estimates of the most recent M&A deals in 2009, to be (%)

expensive, as the average EV/EBITDA multiple for M&A deals undertaken in 2009 Kuwait Investment Authority 24.61

was 8.84x. Al-Kharafi and Sons Company 11.41

Free Float 63.96

Analyst Comment
B The resignation of Barrak appears to be a result of Al-Kharafi Group’s choice to
sell a 46% stake of the company without involving the company’s management.

Source: Company data
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B The matter has been prolonged since September 2009 with no obvious
resolution yet, which could be another reason that led to the resignation of
Barrak.

B \We believe that investor confidence could become an issue in the short to
medium-term, given that Barrak has been at the heart of Zain Group’s aggressive
expansions for several years.

B Al-Kharafi Group said in January 2010 that the deal was to be delayed due to
economic uncertainties; however, a change in Zain Group’s management could
mean a smoother execution of the 46% stake-sale that Al-Kharafi Group was
pursuing, given that the deal that did not involve Zain’s original management
team.

B We have attempted to contact Zain Group for more information regarding the
implications of Saad Al-Barrak’s resignation however they were unavailable for
comment.
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Disclaimer

The information provided herein is for informational purposes only for and is not intended as an offer or
solicitation with respect to the purchase or sale of security, nor a recommendation to participate in any
particular investment strategy.

Rasmala Investment Bank Limited (“Rasmala”) has conducted reasonable research to arrive at the fair value
estimates for the company(ies) or stocks mentioned in this report. Although the information in this report
has been obtained from public sources that Rasmala believes to be reliable, we do not guarantee its
accuracy, and such information may be condensed or incomplete.

The information provided herein is for informational purposes only and is not intended as an offer or
solicitation with respect to the purchase or sale of securities, nor as a recommendation to participate in any
particular investment strategy.

Readers should understand that financial projections, fair value estimates and statements regarding future
prospects may not be realized. All opinions and estimates included in this report constitute our judgment
as of this date and are subject to change without notice.

The report may also include analysis and views expressed by our research team. While reasonable care
has been taken to ensure that the information contained herein is correct and not misleading, no
representation is made as to the accuracy or completeness of this report and, as a result, no reliance
should be placed on it and no liability is accepted for any direct, consequential or other loss arising from
any use of this report or its contents.

Rasmala is not registered with the U.S. Securities and Exchange Commission, or any U.S. state authority,
as a broker-dealer or investment advisor. This report is not been approved, disapproved or recommended
by the U.S. Securities and Exchange Commission, any state securities commission in the United States,
the securities commission of any non-U.S. jurisdiction or any other U.S. or non-U.S. regulatory authority.
None of these authorities has passed on or endorsed the merits or the accuracy or adequacy of this report.

Rasmala does and may seek to do business with companies covered in its reports. As a result, users
should be aware that the firm may have a conflict of interest that could affect the objectivity of this report.
Investors should consider this report as only a single factor in making their investment decision.

Rasmala, its group entities, and their respective employees, directors and officers shall not be responsible
or liable for liabilities, damages, losses, claims, causes of action, or proceedings (including without
limitation indirect, consequential, special, incidental, or punitive damages) arising out of or connection with
the use of this report or any errors or omissions in its content.



