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CSR Assigns A-(yi) Rating to National Mobile Telecommunications, Outlook Negative

Capital Standards Rating (CSR) assigned National Mobile Telecommunications Co. (“Wataniya”) a Long-term rating of

A-(pi) on the international scale and a rating of AA-k(pj) on the national scale. The rating outlook is negative.

According to CSR, the rating of A-(yj) on the international scale reflects the company’s creditworthiness relative to

global players, while the rating of AA-xy(pi) reflects the standing of the company’s credit worthiness relative to its
domestic peers. The ,; modifier indicates that the rating is unsolicited, and is solely based on public information.

Rating Rationale

Wataniya’s rating reflects its well-established position in Kuwait (with a market share of 38% as of 30 September
2009), strong brand recognition in the region, and a strong financial profile. The rating is also supported by the strong
track record of key management, and operational benefits derived from its strong dominant parent, Qatar Telecom
(“Qtel”). Qtel’s strategic interest and commitment to Wataniya’s growth are also considered positively.

The rating is constrained due to a relatively weak regulatory & economic environment in Wataniya’s key markets and
the intensifying competitive environment, especially in Kuwait and Tunisia. The rating is also constrained by
Wataniya’s high dependence on the performance of its Kuwaiti operations, even though the company has its
geographic footprint in 6 countries in the MENA region and Asia.

Qualitative Considerations

With a market share of 38% in Kuwait and 53% in Tunisia (as of 30th September 2009), Wataniya has a strong position in
two of its 3 key markets. While the company has expanded its geographic footprint in 6 countries, Wataniya is mainly
dependent on its operations from Kuwait, Tunisia and Algeria, with the revenue generation concentrated in Kuwait.
Even though competition has intensified in both Kuwait and Tunisia, the company is likely to maintain its pre-eminent
positions (although some erosion in the market share is expected). The regulatory and economic environment,
especially in markets like Kuwait, Algeria and Palestine, continues to be a hindrance to Wataniya’s performance.

With a strong “likelihood of unexpected parent company support”, Wataniya is expected to derive synergetic values,
and leverage the experience & expertise for future expansionary efforts. In addition, the management’s conservative
strategy, which is reflected in the company’s moderate dividend policy and low levels of debt, provides Wataniya with a
greater financial flexibility. These are strong support factors for Wataniya to combat the intensifying competition.

Quantitative Considerations

With an EBITDA margin of 40.0% (as of 2009), Wataniya’s profitability is relatively better when compared to peers.
However, the EBITDA margins declined from a high of 42.3% in 2008, mainly driven by slowdown in the Kuwaiti
operations. Wataniya’s profitability is expected to remain under pressure given the challenging operating
environment.
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Wataniya’s Cash flow position remained strong and exceeded its operational & capex needs, which allows for meeting
debt obligations and reinvestments in core business. Wataniya also has a good track record of maintaining sufficient
cash balances, which provides a safety cushion to the company. In addition, the debt profile of the company reflects
low leverage which significantly strengthens the key credit metrics. As of FY2009, FCF to adjusted debt was 24.4%,
while adjusted debt to EBITDA was 0.9x reflecting Wataniya’s strong financial profile.1

Outlook

The negative outlook reflects our belief that Wataniya’s profitability and credit metrics will remain constrained, even
though they will continue to be in the range of investment grade telecom companies. The short to medium term
performance of the company is likely to remain pressurized by the elevated competition in the industry. However, it
is to be noted that the negative outlook also reflects lack of information on Wataniya’s future strategy regarding its
operations in Kuwait, future expansion plans and the management’s outlook on the capital structure.

The public rating that is assigned by CSR to Wataniya was largely dependent on the quality and quantity of the public
information available. The analysis can be further enhanced once substantial non-public information is available to
CSR.

A detailed Credit Opinion Report, explaining the key rating considerations along with an in-depth financial analysis is
available for CSR’s subscribers. Kindly contact Capital Standards to know about this service. In addition, CSR’s rating
definitions, rating methodologies and relevant policies and procedures are available on the company website
www.capstandards.com.

Related Reports

e  CSR’s Credit Opinion Report on Wataniya, April 2010
e  CSR’s Kuwait Telecom Industry, March 2010
e (CSR’s Telecommunications Rating Methodology

1 Wataniya's total debt was adjusted by CSR for its operating leases
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DISCLAIMER

Unsolicited

Capital Standards have exclusive proprietary rights in the data or information provided herein. This data/information may only be used internally for
business purposes and shall not be used for any unlawful or unauthorized purposes. Dissemination, distribution or reproduction of this
data/information in any form is strictly prohibited except with the prior written permission of Capital Standards. Because of the possibility of human
or mechanical error by Capital Standards do not guarantee the accuracy, adequacy, completeness or availability of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information. Capital Standards gives no express or implied
warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. In no event shall Capital
Standards be liable for any direct, indirect, special or consequential damages in connection with subscribers or others use of the data/information
contained herein. Access to the data or information contained herein is subject to termination in the event any agreement with a third-party of
information or software is terminated

Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved. This unsolicited rating(s) was initiated by
Capital Standards. It may be based solely on publicly available information and may or may not involve the participation of the issuer's
management. Capital Standards has used information from sources believed to be reliable, but does not guarantee the accuracy, adequacy, or
completeness of any information used. A Capital Standards rating is an opinion as to the creditworthiness of a security. The rating does not address
the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. The credit ratings and observations contained herein are
solely statements of opinion and not statements of fact or recommendations to purchase, hold, or sell any securities or make any other investment
decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion contained herein in
making any investment decision. Capital Standards has established policies and procedures to maintain the confidentiality of non-public information
received during the rating process. Capital Standards is not engaged in the offer or sale of any security. A report providing a Capital Standards rating
is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection
with the sale of the securities. Ratings may be changed, suspended, or withdrawn at anytime for any reason in the sole discretion of Capital
Standards.
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