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215.9% 16,209,000 51,211,000 Net Profit (Loss) represents the amount
attributable to the owners of the parent Company
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5.4% 1,110,906,000 1,170,537,000 Total Equity attributable to the owners of the
Parent Company
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Basis for Qualified Conclusion .
As stated in Note 4 to the interim condensed consolidated financial information, the group’s
investment in and loan to Korek Telecom (“Korek”) is carried at KD 108,624 thousand (31 December |
2020: KD 110,078 thousand and 30 June 2020: KD 110,930 thousand) and KD 34,995 thousand (31
December 2020: KD 35,464 thousand and 30 June 2020: KD 35,781 thousand) respectively, in the
interim condensed consolidated statement of financial position as at 30 June 2021. We were unable
to obtain sufficient appropriate evidence about the investment in Korek and the recoverability of the
loan as at 30 June 2021 due to the nature and significant uncertainty around the investment and

outcome of the arbitrations. Consequently, we were unable to determine whether any adjustments '
to the carrying value of the investment and loan to Korek was necessary.
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The group’s investment in and loan to Korek Telecom (“Korek”) is carried at KD 108,624 thousand (31
December 2020: KD 110,078 thousand and 30 June 2020: KD 110,930 thousand) and KD 34,995 ‘
thousand (31 December 2020: KD 35,464 thousand and 30 June 2020: KD 35,781 thousand)
respectively, in the interim condensed consolidated statement of financial position as at 30 June
2021. We were unable to obtain sufficient appropriate evidence about the investment in Korek and
the recoverability of the loan as at 30 June 2021 due to the nature and significant uncertainty around

the investment and outcome of the arbitrations. Consequently, we were unable to determine
whether any adjustments to the carrying value of the investment and loan to Korek was necessary.
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In order to address the qualified opinion, the Group will continue to pursue its claims in order to |
maximize the prospects of the recoverability of its investment in Korek and seek certainty regarding |
the ultimate fair value of the recoverable investment.

There are a number of ongoing claims, including the following:

In February 2017, the Group filed a request for arbitration against the Republic of Iraq pursuant to
Article 36 of the Convention on the Settlement of Investment Disputes between States and Nationals |
of Other States (“ICSID”), and Article 10 of the Agreement between the Government of the State of
Kuwait and the Government of the Republic of Iraq for Reciprocal Promotion and Protection of
Investments (the “2015 BIT”). The claim arises from a series of actions and inactions of the iragi
government, including its regulatory agency Communications & Media Commission (“CMC”) relating |
to an alleged decision by the CMC to annul the previous written consent granted in connection with |
the Group’s investment in Korek Telecom, as well as the CMC's order to transfer the shares acquired |
by the Group back to the original Iragi shareholders (which was implemented in March 2019). |
Without limitation, the Group’s claims relate to Iraq’s failure to treat the Group’s investment of over |
USD 380 million fairly and equitably, its failure to accord the Group with due process, as well as the |
indirect expropriation of that investment, each in breach of the 2015 BIT. On 24 February 2017, the '
Group’s request for arbitration was formally registered with ICSID. The arbitration tribunal was |
formally constituted on 20 December 2017 and an initial procedural hearing was held on 31 January |
2018 .

The Group’s memorial was submitted on 30 April 2018. On 6 August 2018, Iraq submitted objections |
to jurisdiction and requested that they be determined as a preliminary matter before the case |
proceeds further on the merits. The tribunal bifurcated the proceedings on 31 October 2018 and the |
Group submitted its counter-memorial on jurisdiction on 10 January 2019. The reply of the
respondents was submitted on 25 February 2019 and the Group’s rejoinder was submitted on 21 |
March 2019. The hearings were held on 24 and 25 April 2019. On 9 July 2019, the tribunal issued its |
decision on jurisdiction in which it found that it had jurisdiction over certain (but not all} of the |
Group’s claims. The case will now go forward on the merits of the claims over which the tribunal has |

Financial Results Form 6 AU bl 5l 2 gas
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jurisdiction. The Respondent’s counter-memorial was submitted on 13 March 2020. The Group’s
Reply to Respondent’s Counter-Memorial was submitted on 17 July 2020. The hearings on the merits
were held in October 2020, and post-hearing submissions were submitted in November 2020 .

On 22 February 2021, the tribunal issued its ruling, dismissing all of the Group's claims and awarding |
costs of approximately USD 5 million in favor of the respondent. On 28 May 2021, the Group filed an
application to annul the award with ICSID which was formally registered on 4 June 2021. ICSID is |
currently in the process of constituting a committee to adjudicate the Group's application to annul |

the award.

As the tribunal refused to address the merits of the regulatory decision itself as issued by the CMC |
expropriating the Group's investment in Korek, claiming lack of jurisdiction, the Parent Company is |
also in the process of preparing a fresh claim against the Republic of Iraq. As the dispute remains |
pending without legal resolution and in the absence of clarity, the financial impact of this case cannot |

be assessed.

In conjunction with the foregoing claims related to Korek Telecom, Iraq Telecom Limited (“IT Ltd.”) |

(in which the Group holds an indirect 54% stake) commenced the following proceedings:

»  Shareholders Agreement Arbitration

On 4 June 2018, IT Ltd. commenced ICC arbitration proceedings against Korek International |
(Management) Ltd. (“CS Ltd.”) and Mr. Sirwan Saber Mustafa. The dispute is in relation to various |
contractual breaches by the respondents under a shareholders’ agreement relating to the Parent |
Company’s investment in Korek Telecom. The amount in dispute is to be determined during the |

course of the proceedings. The request for arbitration was submitted on 4 June 2018, and the
respondents’ reply was submitted on 10 September 2018. IT Ltd. filed an amended request for

arbitration on 15 January 2019 and the tribunal was constituted on 29 March 2019. IT Ltd’s Statement
of Claim was submitted on 28 August 2019 and CS Ltd’s Statement of Defense was submitted on 22
January 2020. On 10 July 2020, IT Ltd. discontinued the proceedings on a without prejudice basis. |
New proceedings were commenced with similar claims were nonetheless filed by IT Ltd., both for |
itself and on behalf of International Holdings Ltd. (“IH”) and Korek Telecom, against CS Ltd. and Mr. |
Sirwan Saber Mustafa. On 25 August 2020, IT Ltd. filed its second amended (and current) request for |
arbitration for itself and in the name and on behalf of International Holdings Ltd. The tribunal has |
been constituted, and IT Ltd.'s application to pursue derivative claims on behalf of International ;

Holdings Ltd. and Korek Telecom was submitted in December 2020. The tribunal held a preliminary

hearing in February 2021 to adjudicate IT Ltd.’s application to bring derivative claims on behalf of |

International Holdings Ltd (including whether the tribunal has jurisdiction over such an application).

By order dated 16 March 2021, the Tribunal granted IT Ltd. permission to file most of the derivative |
claims at issue. On April 23, 2021, IT Ltd. submitted its Statement of Claim on the merits. The parties |
will now make a series of sequential submissions on the merits, and engage in disclosure, with the _

hearing on the merits scheduled for late March/early April 2022.

»  IBL Subordination Agreement Arbitration: Arbitration proceedings against IBL Bank SAL, Korek

Telecom and International Holdings Ltd.

The dispute is in relation to alleged fraud orchestrated by certain Korek Telecom stakeholders with |
the knowledge and cooperation of IBL Bank in connection with a subordination agreement relating |
to a USD 150 million loan extended by IBL Bank to Korek Telecom. The amount in dispute is to be |
determined during the course of the proceedings. The request for arbitration was submitted on 26 |

June 2018, and the respondents’ reply and counter-claim was submitted on 8 October 2018. The

counterclaim seeks damages for losses (still unquantified) allegedly suffered by the respondents in |
relation to their reputation and good standing. IBL’s answer and counterclaim was submitted on 8 |

November 2018. Korek’s and IH’s answer was submitted on 14 December 2018. The tribunal was

constituted on 15 May 2019. IT Ltd.’s Statement of Claim was submitted on 22 November 2019, and |
respondents’ Statements of Defense were submitted on 21 February 2020. IT Ltd.’s Reply was filed |
on 22 july 2020. IBL's Rejoinder and Reply to Defence to Counterclaim and IH/Korek’s Rejoinder were |
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filed on 23 October 2020. The hearings were convened in February 2021. The tribunal is expected |

to issue its ruling at any time.

» DIFC Director Claims

On 12 March 2018 IT Ltd. commenced proceedings in the courts of the Dubai International Financial
Centre (“DIFC”) against certain directors of International Holdings Limited (the holding company of
Korek in which IT Ltd. holds a 44%interest). The defendant directors are Abdulhameed Aqrawi, Nozad
Jundi and Raymond Zina Rahmeh. The claim alleges breach of the defendants’ duties as directors of
International Holdings. IT Ltd. isin the process of effecting service of the claims in Lebanon and Iraq.
In February 2021, IT Ltd. became aware that one of the defendants, Abdulhameed Aqrawi, had died. .
IT Ltd., therefore, decided to discontinue claims against Mssrs. Aqrawi and Junde and to concentrate
its claims on Mr. Rahmeh.

A separate proceeding against Mr. Rahmeh was filed in respect of his personal instances of self-
dealing. Mr. Rahmeh was validly served with the claim in CFI-019-2018 in Lebanon on 6 February 2020
and a certificate of service was issued by the DIFC Court on 13 February 2020.

Permission for IT to bring the derivative claim for and on behalf of IH against Mr. Rahmeh was granted
by the DIFC Court on 11 May 2020, subject to the condition that IT is to file a schedule of breach, loss |
and causation (which has been done). Efforts were made to serve Mr. Rahmeh with the Schedule of
Particulars and other recent documents via diplomatic service, but ultimately failed. Per the orders
of the Court, the Schedule of Particulars must be served before further steps are taken in the
proceedings. IT Ltd therefore applied for and was granted on 17 June 2021 permission to serve Mr.
Rahmeh with the Schedule of Particulars and other documents by alternative means (e.g. email and |
courier to various affiliates of Mr. Rahmeh). Service by the alternative methods is currently being |
performed. Once it has occurred, IT can seek default judgment against Mr. Rahmeh (subject to him
entering an appearance).

Separately, on 5 September 2017, Modern Global Company for General Trading of Equipment,
Supplier for Construction and Real Estate WLL (a wholly owned subsidiary of the Parent Company)
commenced arbitration proceedings against Korek Telecom in relation to Korek’s alleged failure to
pay servicing fees due to Modern Global under a services agreement. On 20 March 2019, Modern |
Global was awarded its full claim, interest and legal costs, amounting to approximately USD 5 million.
The Group is currently in the process of enforcing the award against Korek Telecom. As part of the
enforcement process, Modern Global sought leave to make alternative service on Korek. A hearing
before the DIFC Court regarding the grant of alternative service was convened on 9 February 2021.
The DIFC Court issued its judgment on 9 May 2021 pursuant to which Modern Global was wholly
successful on the appeal. Consequently, Modern Global is now taking active steps to enforce the USD
S million award against Korek In the UAE and Iraqg.

As result of the ongoing litigation relating to Korek, the Group’s management is still unable to
determine the fair value of this investment and the recoverability of interest-bearing loan as at 31
March 2021, 31 December 2020 and 31 March 2020. Accordingly, the investment is carried at its fair
value as at 31 December 2013 of USD 359 million equivalent to KD 109,020 thousand (31 December
2020: KD 110,078 thousand and 31 March 2020: KD 112,697 thousand).
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The hearing on the merits for the main shareholders agreement arbitration is expected to occur in
March/April 2022.  An award would likely require a few months to be issued, so would not be
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expected until late 2022 or early 2023.

With respect to the IBL this matter is imminent. A favorable outcome on this award would enable
IT Ltd. to subsequently pursue its loan claims against Korek. In order to determine the fair
market value of the Group's recoverable investment in Korek, all of these claims would need to
be finally adjudicated, and enforced successful.
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