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Operator:
Good day and welcome to the Ooredoo Full Year 2014 Results Conference Call. Today’s conference is being recorded. At this time I would like to turn the conference over to Andreas. Please go ahead sir. 
Andreas Goldau:
Thank you very much, as-salamu alaykum. Hello and welcome to Ooredoo’s Financial Results Call. My name is Andreas Goldau and on behalf of the Investor Relations Team I thank you for joining today’s session. As part of the discussion I’m pleased to introduce Dr. Nasser Marafih, our Group CEO; Ajay Bahri, our Chief Financial Officer; and Jeremy Sell, our Chief Strategy Officer.


We’ll start with an overview of the group results followed by a Q&A session. The presentation is available on our website at ooredoo.com. Before we begin a few necessary disclaimer points if you refer to slide number 2. In the course of today’s discussion we may make some forward-looking statements. These will be based on the information available to us as of today and so you should not assume that in future we will continue to hold these views. As such we do not commit to notify you if our views change. We therefore refer you to our public filings for some factors that may cause forward-looking statements to defer from actual future events or results.

So to begin I will hand over to Dr. Nasser Marafih, our Group CEO.
Dr. Nasser Marafih:
Thank you Andreas and thank you everybody for being here with us on the call. Of course the past year, 2014 , hasn’t been without its challenges. The security situation in Iraq, the adverse foreign exchange and increasing level of competition in our key markets, these are all factors that have affected our reported financial results for the year. However as you will see on some of the KPIs that we are reporting today I’m pleased to say our strategy is gaining traction, showing positive progress. Our strategy is to be a market leader of course by providing the best network experience has shown that it’s attracting a growing number of customers. We gained market share in Indonesia, in Iraq, Kuwait, Algeria and Myanmar. We now actually have more than 107 million customers worldwide, an increase of 12% compared to last year. The group revenue for the year was 2% lower than last year. We saw strong performance from Qatar, Oman and Algeria tempered by challenging market conditions in Iran, Kuwait, Tunisia and Indonesia. EBITDA of QAR 12.9 billion and an EBITDA margin of 39% reflects the investment we made during the year in securing our place as the provider of the fastest and best network wherever we are. The quality of our network needs to be backed by compelling bundles, innovative prices, a global brand and the best customer experience, all of which we invested in during the year.

If I move on to slide number 5, the result, as you can see is a strong data growth across our group. 25% of the group revenue was data revenues in 2014. Five of our markets now have 4G deployed where we have launched net data technology, data revenue has increased. We are also developing and capturing huge data revenue opportunities by partnering with OTT players like Facebook, Twitter and WhatsApp with carriage adaption of OTT services. The growth of our B2B revenues also  are developing  well with more than QAR 4.5 billion reported in 2014 and a 25% increase in B2B customers globally. The growth opportunities that are presented in Myanmar are progressing well. More than 2.2 million customers have been secured since the launch in August last year and more than 80% of those customers are using smartphones which are generating high ARPU and data revenues. Supporting all of this is our global brand which has now been rolled out in seven of our markets, Nawras in Oman being the latest of our operations to be re-branded in October last year. So in summary although the market faced challenging conditions during the year, our strategy of market leadership driving data and B2B revenues and additional growth opportunities is heading in the right direction.


If you would allow me now I would like to hand over to Ajay to take you through the financials for the year.

Ajay Bahri:
Thank you Nasser and good day to everyone on the call today. Moving on to slide number 6, revenue for the year was down 2% against 2013 reaching QAR 23.2 billion. Qatar, Oman and Algeria are all strong performances for the year. These performances  are affected by the lower revenues in retail in Iraq, Kuwait, Tunisia and Indonesia. Our EBITDA and EBITDA margin reflects the investments we made during the year to ensure our market leadership and our ability to generate future growth. We invested in upgrading our network rolling out brands, acquiring and retaining customers particularly in Algeria as we sought to maintain our data leadership and the launch of the Myanmar operation in August. EBITDA and EBITDA margin were also affected by growth in price competition in Iraq and the current security situation as well as the Indonesian foreign exchange depreciation.

Moving on to the next slide, net profit as attributable to shareholders during the period was affected by lower EBITDA and foreign currency movements against the US dollar during the course of the year. Net profit was also affected negatively by the costs associated with Myanmar and one-off  Algerian customer activation costs. Excluding the impact of FX, Myanmar start-up costs and acquisition costs, EBITDA would have decreased by 5% compared to the reported decrease of 12%.


Looking at the group’s net debt and net debt to EBITDA ratio, net debt now stands at QAR 29.4 billion, gearing now stands at 2.3 times which remains within the Board of Directors’ target range of 1.5-2.5 times.

Moving on to the next slide, free cash flow and capex. Free cash flow was up 6% reaching QAR 1.8 billion against 2013 as we moderated our capex expenditure levels. Our capex reduced during the year by 10% to QAR 8.4 billion against 2013 reflecting certain variable projects in 2015 primarily in Iraq and to some extent in Indonesia.


Slide number 9, total net debt breakdown. The total group debt reduced against 2013 to QAR 43 billion and that maintains a flexible and balanced debt profile for the group with Qatar continuing to hold the majority of the debt.


Next slide please. Our debt profile continues to be consolidated with liability spread out until 2043. Our short-term liabilities are covered by our consolidated cash balances of QAR 17.4 billion as of 31st December 2014.


Moving on to the next slide, total and proportional customers. We delivered strong customer growth with an increase of 12% in customers to 107 million. Subscriber growth was driven by Indonesia, Iraq, Kuwait, Myanmar and Algeria as customers were attracted to our market leading networks, services, branding, pricing and customer experience.


Moving on to the next slide, 2014 performance and 2015 guidance. In this chart you can see the financial performance in 2014 versus guidance. In terms of 2014 annual guidance our revenue was slightly under where we were expecting. If you exclude the FX impact in Indonesia, revenues were up 1%, EBITDA guidance was affected by the factors we have covered already and capex expenditure as I’ve explained was under to some extent as I’ve explained by projects being carried forward. The 2015 guidance is based on where we see the exchange rates today. As you’re aware the US dollar has appreciated against many emerging market currencies so in the fast growing Algeria and Tunisia, local currencies have depreciated against the dollar. Now we anticipate if you take the current exchange rate, if you [unclear] about 4% on revenue, a similar percentage is impacted in the EBITDA as well and if you take account of the FX movements, our revenue guidance is 0 to -3% in that range, EBITDA from -1% to -4% and capex from QAR 8.5-9.5 billion.

Please turn to slide 13. I will now hand it over to Jeremy who will take you through an update of our strategy.

Jeremy Sell:
Thanks Ajay, hello everybody. You will remember that we have the three strategic pillars; customer experience, strengthening our foundations and accelerating growth and that under each of those pillars we had specific initiatives, each of which had its own KPIs that we monitor on a consistent basis. In some of these initiatives we’ve had good progress and some still require more effort. Let me quickly run through a few of those initiatives. Brand, we’ve heard about that successfully rolled out in the seven opcos and others will be announced throughout the course of 2015. We’ve done well in broadband growth as we seek to optimise our best network experience commitment. We’ve had a successful 3G launch in Iraq and in Algeria already up to 3.5 million customers. Five of our markets are invested in 4G and data revenue growth continues to be strong now making up approximately 25% of the group revenues. With OTT players we’re not ignoring them, we’re cooperating with them and we’ve developed partnerships with WhatsApp in Oman and Twitter in Indonesia. We expect more developments and partnerships across the group and we’ll have announcements to make later in the year. Modern companies require modern management and we’ve taken big strides in upgrading our management. We’ve worked on two areas: developing our leadership but also having a succession plan not only at head office but in all the opcos. We’ve now developed five year succession plans and leadership development for many hundreds of our top performers.

I guess the big effort we’ve been making throughout ’14 and we will continue to make is accelerated cost of capex optimisation. We have exceeded our targets in 2014 but we’ve got further to go. We’re particularly focused on shareholder metrics and return on capital employed and EBITDA margins continue to be the KPIs that we are fixated on. Strengthening our foundations in the network continues to be important and we’ve accelerated our UMTS900 rollout – that’s well underway in Indonesia and should be finalised by mid-2015.


Network sharing is something that we’ve continually looked towards Europe as best practice. We don’t benchmark ourselves against the regional peers but against what’s happening in the best of the world. We’re confident that we can do a lot more than what we’ve been doing and while a lot of the work we’re doing is clearly confidential we will have more announcements to make about that as these initiatives crystallise throughout 2015. B2B has been a big success story for us. We made over 2.5 billion in revenues in 2014 and we’ve had 25% customer based growth. This will clearly continue in 2015 as we develop our capabilities in our opcos and develop our product suite.


Inorganically the big story was our launch in Myanmar and we won the licence in 2013, rolled it out in 2014 and in our launch we reached a million customers in under three weeks which was ahead of our plan and for the time being this will be our focus. In digital businesses, we are very conscious of the mistakes made by other telcos but we do believe in the enormous potential for digital business in MEA and South East Asia, so I guess you could characterise our outlook as cautious optimism. We like a partnership approach and that’s evidenced by our partnership and JV with Rocket Internet. We decided to partner with them because of their proven credentials and future partners that we look to partner with will also be players who have a reputation to defend. All our opcos are looking very hard at this area and we see no reasons that this shouldn’t enhance our existing operations going forward.

With that I’m going to hand back to Ajay.
Ajay Bahri:
Thanks Jeremy. Let’s move on to the operations review, slide number 18 please. Starting with our operations in Qatar, revenue growth in Qatar was strong at 8% revenue, QAR 7.1 billion of revenue for the year. Revenue market share remained relatively stable for the year, EBITDA grew 5% to QAR 3.4 billion. Ooredoo maintained its market leadership as customers grew by 10% to 3.2 million. Ooredoo maintained its ambitious programme of network enhancement during the year,, and was the first operator in the group to launch 4G plus in December 2014 which offers customers speeds of up to 225 Mbps per second, twice that of 4G. On fixed services we are now connected to 205,000 fiber customers and we had a fiber speed upgrade programme. The business demonstrated its market-leading innovation with its hosting of the ITU conference in Doha in December 2014 and this was a smart home demonstration centre. New growth opportunities were pursued with the launch of services such as Smart Cloud Marketplace which offers easy access to software as well as ICT/Cloud and Mega-projects opportunities. As far as Q3 to Q4 movements are concerned, revenue went up 4.2% given the higher customer growth as well as equipment sales. It includes mega-projects as well. Margin was under pressure during this period moving from 50% to 34% but one third of the decline is related to low margin equipment sales. The rest is due to one-off expenditure like the ITU conference in Qatar. When you compare the profit quarter on quarter you have to remember in Q3 we had some sale of investments which increased the net profit exceptionally in Q3.

Moving on to slide number 19, Indonesia. Indosat will hold its conference call on 30th March and their presentation will be uploaded to the IR section of their website.  The Indonesian market remained competitive although stable, the investment we made in the market during the year helped to generate growth in local currency. Driving the revenue growth was the network modernisation programme of the area outside of Java which was completed in October 2014 followed by LTE soft launch in November 2014.  We believe this will give us a great platform for growth especially as we expect to complete the modernisation of the Java area by mid-2015. We have seen strong data growth in modernised areas with mobile content driving that growth. Reported revenue was impacted by the continued depreciation of the Indonesian Rupiah against the US Dollar. In addition, consumer revenues were weaker, but B2B generated higher revenues in the period. The revenues increased 1% in local currency but were off-set by the effect of translation risk resulting in -12% in Qatari Riyals. Consumer acquisition was positive for the year with customer numbers improving by 3 million to reach 63 million by the end of the year. Q3 to Q4 revenue in Qatar riyal terms was flat whereas it grew 4% in local currency which also included equipment sales. EBITDA margin was impacted to some extent due to lower margin equipment sales. Net profit in Q3 as a reminder was impacted by the provision for the legal case of IM2 which was a significant area of provision in Q3.


Moving on to the next slide: Iraq. Despite the security issues the country faced during the year, Asiacell generated strong customer growth with a 15% increase to reach 12.3 million customers attracted by Asiacell’s market leading network. Revenue, EBITDA and net profit were all impacted due to the current security situation and the intense price competition levels. Some areas of the network were forced to be shut down which includes Mousel, Salahaldin, Anbar and Tikrit – despite these factors Asiacell maintained its market revenue leadership. Around 90% of the areas are operating normally as we speak. Strategic issues undertaken during the year helped to drive data and B2B revenue ahead of the launch of Asiacell’s 3G network. Having launched this 3G network in January 2015 we expect to see strong data revenue growth. Q3 to Q4 revenue was down 5.7% primarily due to the network shutdown which I’ve just referred to and also due to continuing price competition. EBITDA margin was also slightly down due to the above reasons.


Moving on to the next slide, Oman. Oman announced its preliminary 12 month results on 29th January will hold a conference call on 11th March, the details on their website. The reason Oman delivered strong results for the year was its programme of network investments continued to generate returns. Revenue increased by 12% to QAR 2.2 billion, EBITDA increased by 20% to QAR 1.1 billion whilst EBITDA margin improved to 50% from 47%. Revenue growth was driven by strong mobile and fixed data revenues offset partially by a decline in SMS whilst ARPU remained stable. Global customers were up nearly 9% to reach 2.6 million with increases across all segments. Q3 to Q4 revenue was up 4% primarily due to data growth. EBITDA margins were impacted, were down from 50% to 46% primarily due to the one-off rebranding costs in Q4 which was referred to by Dr. Nasser when were-branded Oman last year.

Moving on to the next slide, Kuwait. We’re beginning to see positive data from Kuwait on a yearly and quarterly basis. Customer numbers for the year are up 28% although the majority of the new customers are low value ARPU customers. Revenue improved Q3 to Q4 by about 4.4% in local currency due to the launch of the new voice and data services. EBITDA margin in Q4 improved sequentially from 20% to 25% following increased revenues and cost optimisation, that has been implemented across the business. Ooredoo strengthened its retail presence in Kuwait as seven new stores opened in the year. Ooredoo’s port trends were reversed in Q4 with numbers going in than going out. iPhone 6 and iPhone 6 Plus were successfully launched in Kuwait during the period supporting Ooredoo’s brand position as a leader in devices in the market. Kuwait appointed the board members for the new regulator in October 2014. We are hopeful this will be beneficial to the market and the consumer. In January 2015 the MOC case was ruled in favour of Ooredoo Kuwait and that risk is no longer on the business now.


Moving on to the next slide, Algeria. Algeria generated strong revenue growth during 2014, increasing its revenue by 19% to reach QAR 4.6 billion driven by 3G leadership and solid data revenue growth. Ooredoo’s 3G leadership drove customers up by 29% to reach 12.2 million compared to 2013. EBITDA and EBITDA margin for the fourth quarter has impacted on the EBITDA margin as well. Ooredoo invested in its 3G leadership through device subsidies and promotions in both Q3 and Q4. The net profit declined from Q3 to Q4 was also a result of device subsidies and promotions. The annual net profit was also impacted by the FX losses in addition to this and 1/3 of the net profit impact comes from FX losses and the balance from the investment in device subsidies and promotions to acquire 3G customers and 3G leadership. Algeria’s device strategy in 2014 drove data usage adoption and made smartphone pricing more affordable with a high degree of smartphone penetration now established in the market and the strategy will change to reflect the market. Ooredoo also launched 3G successfully in six Wilayas as part of the second year of service roll-out.

Moving on to the next slide, Tunisia. In Tunisia Ooredoo faced a continuing unstable economic environment, in addition there is intense competition in the market. Despite these factors, Ooredoo delivered a robust performance for the year. Customers grew 2% to reach 7.6 million in 2014 with data revenue growth of 45% being generated by strong market share of the small screen and its growing share of the large screen market. The B2B segment continued to demonstrate strong growth throughout the year as the business focused on taking leadership in B2B products and services. Revenue declined in local currency by around 5% in line with the overall decline in the market. Q3 to Q4 there was a revenue decline of 8% in Qatari riyals, the basis of that was due to FX devaluation. The margin declined by about 5 percentage points from 48 to 43% due to one-off restructuring costs in Q4, which will not repeat in the quarters going forward, in fact savings will benefit through restructuring will be visible as a result of that.

Moving on to the next slide, Myanmar. Myanmar’s rapid rollout has continued since its service launch in August 2014. Myanmar now offers network coverage to more than 25 million people, nearly half of Myanmar’s population. Our strategic positioning in the marketplace is generating the kind of growth we were hoping for. Overall the data network is providing crystal clear voice and fast internet connectivity which is helping to differentiate Ooredoo in the market. 2.2 million customers are significant users of smartphones with more than 80% of the customers using them. This translates to ARPU above $7 which includes a significant data share and higher than the competition.

With that I’d like to hand it back to Andreas.

Andreas Goldau:
Yes. Thank you very much Ajay. Before we move on to the Q&A, just one announcement, if you would be so kind to mark your diaries for our Capital Markets Day in Doha that will take place on 25th May. We’re going to email out the detailed invitations closer to the date and if you have any questions, please contact Sara in the Investor Relations team. 

Now I would like to open up the floor to your questions. Operator, if you could please explain how to ask questions.

Operator:
Thank you. If you would like to ask a question at this time, please press the star or asterisk key followed by the digit 1 on your telephone. Please ensure that the mute button on your telephone is switched off. If you would like to ask a question over the web, please go to the Q&A tab at the top of the screen, submit your question and click ‘Ask’. Once again that is *1 to ask a telephone question.


We have our first question from Dilya Ibragimova from Citigroup UK. Please go ahead.

Dilya Ibragimova:
Hello, hi. Thank you very much for the opportunity. My question, I had three questions please. First is on margins versus the competition. It seems like in Qatar, in Indonesia in particular there has been a weakness in margins which historically tended to have…the margins there tended to be much higher. You did mention that in Qatar there was a one-off in Q4. Perhaps you could quantify that one-off and also give us a bit more background on what’s causing the margins? It does seem like in Qatar in 2015 there is intensifying competition at least in mobile. Maybe you could elaborate on what’s your view on the competitive environment in Qatar in 2015? The next question is on guidance, perhaps you could clarify as you did in the past what is included in the guidance versus what is not versus Myanmar start-up costs or the Myanmar EBITDA potential losses are part of the guidance that you’re giving today and also on the capex whether that excludes any licence payables? The third question, it suggests perhaps you could update us on what’s the management KPIs for 2015, whether there is anything related to the shareholder return in the management KPIs? Thank you.
Ajay Bahri:
Let me take the first three and then hand over to Jeremy for the last question. As far as margins for Qatar and Indonesia are concerned, the one-offs are efforts while Qatar takes care of the margin side. If you exclude that one-off we will be in line with the business as usual margins for Qatar, so the previous quarter is reflective of the business as usual for Qatar, so that’s what you should look at for Qatar. Tunisia, you are right, they have been declining, not just in this quarter, but over the year itself, that is a reflection of the pricing impact in the country as well as changes to interconnect rates which will continue going forward.  The chief reason for the Q4 decline was more one-off restructuring costs, Q3 is more business as usual EBITDA margin and not Q4. As far as the guidance is concerned like I mentioned the guidance is based on FX movements that we have seen as of yesterday, we are taking the latest FX rates with the markets and because of the significant impact the FX rate has had on our revenue numbers in foreign currency, it was appropriate to do that. Having said that the trajectory of the foreign exchange during the year is still not clear and it’s a volatile environment as far as the foreign exchange is concerned, so I think you would have to keep that in mind as you look at the guidance. What is does take into account…
Dilya Ibragimova:
Just to clarify now that I heard you correctly, so you are assuming FX rates as of yesterday?
Ajay Bahri:
That’s what we’ve taken to ensure the impact of 4% which I told you was a four percent impact which is coming because of the FX movement which has already happened. However this movement may reverse going forward to some extent. As far as the countries are concerned, all the countries that we’ve launched are included in the guidance numbers which include of course Myanmar. There are also new investments like Rocket which Jeremy was referring to. The capex numbers do not include licence payments. These are capex numbers as per our standard practice. Jeremy, do you want to pick up the question on KPIs?
Jeremy Sell:
Yes, hi Dilya. This is a subject close to everyone in this room’s heart, KPIs. It’s broken into two groups. The first ones are KPIs that are based on annual performance and our 2015 KPIs will have four financial ones for each manager and three strategic ones. When we look at the financial ones and return on capital employed is one of the most important of those as is revenue share and also absolute delivery of EBIT rather than a margin, so rather than look at margins we look at return on capital employed as the best proxy we have for shareholder value and absolute amounts of EBIT returned. Longer term, there is an LTI plan in place and again our interests are completely aligned with yours that were measured on two things – one is the share price and the one is the return on capital employed which is a multiplier of that share price and so there’s no room for misunderstanding with that.
Dr. Nasser Marafih:
On the KPIs also what we’re trying to do is make sure that also we look at relative performance against the competition especially on the financial one and also on the market share one because also trying to position ourselves for the long term in these markets, so it’s important for our companies also to keep track of their position in the market relative to competition.
Dilya Ibragimova:
Thank you very much, that’s very helpful. Anything on competition in Qatar?
Ajay Bahri:
Yes, the competition on Qatar has been in terms of the past as well, so we don’t see any difference as far as that is concerned. Vodafone has been here for quite some time now, so we don’t expect a different intensity but hopefully it will abate going forward, but we are not expecting any changes as we speak.
Dilya Ibragimova:
That’s very helpful, thank you.

Operator:
Our next question comes from Herve Drouet from HSBC. Please go ahead.

Herve Drouet:
Yes, good afternoon. I’ve got a few questions as well on my side, firstly on capex you said you will look at some efficient management of capex. Is there any plan you may have in some countries on network sharing potentially or sell-off towers on leaseback – is this something you are exploring or are you not interested in going that route? The second question is in Algeria it looks like the margins have been under pressure partly due to heavy promotions with the 3G launch. Do you believe promotions are going to continue in the markets in 2015 and final question maybe on Kuwait, would you expect some kind of stabilisation of the Kuwaiti market as well looking forward? Thank you.
Jeremy Sell:
Hi Herve, it’s Jeremy here. I’ll take the first question and then hand back over to Ajay. Network sharing is something that we are very, very focused on in all our markets and we have challenged each of our opcos to develop plans not only for tower sharing but also other infrastructure passive sharing and indeed active sharing. I’m not going to go through market by market because many of the initiatives we’ve got with the other operators are very sensitive and are at certain stages of negotiations. What I will do is say that we are no longer benchmarking ourselves against our regional peers but we’re looking very much to the advances they’ve made in Europe on network sharing where it’s no longer considered that the network is a strategic asset. It’s rather regarded as an overhead and it has to be shared and so we will look to be much more directive to our operations and to ourselves on network sharing KPIs going forward. So that’s going ahead. Tower sales, we did a tower sale some years ago in Indonesia for 2,500 towers. At the moment we are evaluating the results of tower sales. Tower sales are mostly done as an enhancement of liquidity. We are not necessarily in the position of other operators so we’re taking a more cautious approach on that. If we move ahead in that we’ll let you know but at the moment it’s something that we’re still analysing. 
Ajay Bahri:
On the Algerian margins and the promotions, I think in Q3 and Q4 these were exceptional periods on promotions especially because this was the year when 3G was launched and it was important for the company to invest in getting leadership in 3G. We do expect some of these promotions to continue but not to the extent that you’ve see in Q3 or Q4. On Kuwaiti we see some positive impact in Q4 as you’ve seen. Dr. Nasser wants to add something on Kuwait.
Dr. Nasser Marafih:
I think Kuwait is an important market of course and we believe it’s a market that is focused on the high end, on smart devices and that’s why we have developed our network and upgraded the network so that again we have a leadership position on that part and we believe that we have built a network that again could be as competitive as the others. We have also launched the iPhone which has been very successful in the market. We are again strengthening our position in the market and we have seen positive signs in the fourth quarter and we believe again the introduction of a regulator in the market should help also have clarity about how this relationship with the government especially on the fixed side and the international gateway which is something that we look forward to be clear on in 2015. But again we are seeing good signs in Kuwait in terms of improving our market position there for 2015.
Herve Drouet:
Right. Thank you very much.
Operator:
Our next question comes from Tibor Bokor from Arqaam Capital. Please go ahead.

Tibor Bokor:
Hi, first question on Iraq. If we could talk about the shutdown of the network, how much that impacted the revenue decline and if you could shed some light on like-for-like voice revenue, whether it’s growing in the areas where the shutdown didn’t impact and what do you see in terms of the data growth in Iraq, I will ask my other questions after the answer please.
Ajay Bahri:
Ok. I think like given on the statement that 90% of the network is operating so I think that can give you an indication of the percentage of revenue impacted by the network shutdown and the network shutdown is in areas overall where the three operators have been shutdown, so there isn’t a competitive advantage, but at the same time the shutdown happened in the middle of the quarter, so the fourth quarter does not reflect the full impact of that. There is a lot of migration of people from affected areas by war to other areas and sometimes there’s a revenue movement as a result of that migration. We see revenue decline in some of these areas but some increases comes from the relatively safer areas as well. Having said that the country even if they are at war and there’s a lot of economic adversity there and as a result of that the revenue puts the whole market impacted and we see that impact as well, as far as data is concerned the 3G network was launched in January so it’s too early to talk about it in a Q1 results call, we can get it mostly from the data side.
Tibor Bokor:
Quickly on the cost side, it seems like the margin has stabilised despite the decline in revenues. That to me sounds like a good sign. Do you share my optimism?
Ajay Bahri:
I think on the cost side we have been very careful to control the costs in Iraq but having said that, the revenue decline that we have seen in Q4 only reflects half the quarter with the shutdown on the network and that’s why the guidance which you have given takes into account on a more clear basis what that impact would be.
Tibor Bokor:
My second question on Kuwait, if you could give us an update on where we are in the fixed line privatisation because we have seen the mobile client numbers basically spiking above 200% penetration to total SIM card growth of 14% year over year – this cannot last forever so my question is in terms of proper fiber to the home product, when should we expect that to come to the market and how much do you expect that to cannibalise the mobile business, specifically the mobile data?
Dr. Nasser Marafih:
As we mentioned the regulator has just been appointed and we understand that this is one of the issues that they will address because we share again the view that the fixed line needs to be addressed because it’s at a stage where it’s not very good actually, so it’s something that we will be looking at when the government decides to open that sector, but right now we are waiting for the government to decide how that is going to be handled and we believe that the regulator is a step in that direction, so we will have to wait and we will update you once we get any information on that side.
Tibor Bokor:
Understood. Do you see it as an opportunity of the market growth overall or do you see it as a potential threat in terms of which operators will have access to the fiber network?
Dr. Nasser Marafih:
This is our experience in markets where we launched fixed, it could be value-added especially for certain services like broadband and entertainment services. Our view in Qatar has been very positive on that side and we believe Kuwait almost has a lot of similarities to Qatar in that side, but of course we need to assess the size of the investment and also the condition by which the licence will be awarded. So it is too early for us to comment on how this business is going to look like, so it is important for us to understand how the government is going to open the sector but we are positive again, if the government gives us favourable conditions to look at that market if that is going to be open.
Tibor Bokor:
Ok. Last question on capex in Qatar, the fiber has been done, you guys have advanced LTE so I would expect capex to sales to be heading south in Qatar. Where can we get in terms of…what is your 2, 3 year view on capex to sales in Qatar?
Ajay Bahri:
We haven’t given guidelines in terms of capex intensity, however you’re right, some of the intense capex expenditure which was in terms of modernisation of the network and also the fiber rollout has happened, but at the same time we are long-term investors in services such as cable which was announced earlier, so there’s an ongoing commitment on networks. We’ve done recently the 4G plus rollout as well and then as more people come into the country, the capacity and identification of the network, the latest technology would also happen. So on the big expenses like the fiber and the issue of modernisation is behind us.
Tibor Bokor:
Thank you very much for your answers.
Operator:
Our next question comes from Ali Dhaloomal from Bank of America. Please go ahead.

Ali Dhaloomal:
Hi everyone and thank you for the call. I have a few follow-up questions. The first one here, I would like to know about the working capital which has been quite good in the third and fourth quarter. What were the drivers behind this performance? My second question is about the $307 million that you paid for the 3G licence in Iraq. When was it paid? Was it paid in 2014 or is there more payments to be done in 2015? The last question, in terms of funding for this year are you planning to come to the Eurobond market and the Islamic facility that you have coming due I think in May 2015, do you expect to roll over this maturity? Thank you.
Ajay Bahri:
On the working capital, some of the improvements are actually linked to some of the payments we’ve done in the earlier quarter as working capital payments and as a result of that in comparison these quarters look better, but a more detailed answer I can give you offline as well, so I’ll work with Andreas to give you more details on that. As far as the Iraq licence fee is concerned there were instalments being made for that. The first instalment, we paid about $75 million. The others will be paid during this year and the balance I think by the first half of next year. As far as the funding plans are concerned, there are none planned as of now, there’s no need for refinancing for the group. You’re right, the next financing requirement, refinancing comes next year and closer to the time when that refinancing is due we will put a strategy in place. We don’t have any more comments on that at this time.
Ali Dhaloomal:
Ok, so just to clarify on Iraq, so it’s three annual instalments in 2014, 2015 and 2016?
Ajay Bahri:
I will give you the exact number later. It’s not a round number so I can’t tell you the exact number. We paid the first piece in 2014 and there will be about $75 million in instalments, but when exactly they get due, we can give that information to you offline.
Ali Dhaloomal:
Ok, thank you.
Operator:
Our next question comes from Ranjan Sharma from JP Morgan Dubai. Please go ahead.

Ranjan Sharma:
   Hi, good afternoon and thank you for the presentation. Two questions from my side, firstly on your capex, can you please share what the key areas of focus for the expenditure that you have planned for this year and what is the progress you have made on the network modernisation initiatives? The second question is on your dividends, is there any risk on your dividend payments as you move closer to the net debt to EBITDA ratio of 2½ times and we are also expecting a lower EBITDA in 2015? Thank you.
Ajay Bahri:
As far as capex is concerned the focus is different in each market as you would appreciate. The focus in Indosat as we talked about is to get the Java area fully  completed in terms of modernisation is a top priority for us in case of [unclear], 3G rates is to enhance the coverage and intensify the network on 3G which would cover places like Algeria, with a phased roll out for the 3G network as well as Iraq, areas which are not in the conflict zone. The modernisation like we said in the past will not extent behind us, issues in those cases but the second and third phases are ongoing in most of our OpCos. So the capex reflects the follow-up phases. The high priority areas we have actually done in the opcos. As far as the dividend question is concerned, we do not have a dividend policy in place as you’re aware. It’s a flexible dividend policy so the Board would look at all the factors including the cash generated during the year, the profits for the year, the payout rate, the growth that’s expected, future investments needs. So there’s not really one factor which will drive it, but in reaction to the policy I’m not able to give you a clear answer. We will get more clarity on this as the year progresses.
Ranjan Sharma:
   Thank you for your answers Ajay, maybe one quick follow-up on the capex. Do you expect capex to peak this year or do you see that capex would rise in ’16 and ’17 as well?
Ajay Bahri:
With the capex, we have given guidance, we have committed more than the guidance we have given. That is very often due to the fact that some projects get delayed by a quarter here and there and that’s why if you see the peak of guidance is behind us, let me put it this way. Last time we gave 9-10 billion, this time we give 8.5-9.5, so in terms of capital intensity it is behind us. Having said that there could be some timing differences, some fast tracking on opcos and sometimes delays, but on a big picture basis I would say that we are on a lower capex to revenue ratio compared to the recent history.
Ranjan Sharma:
   Alright, thank you so much.
Andreas Goldau:
Some additional information with regard to the question from Ali earlier on on the Iraqi licence fee of $307 million, 25% has been paid in December last year and the remainder will be paid in three semi-annual instalments, so 50% this year and then the last payment, 25% next year.
Operator:
Our next question comes from Ksenia Mishankina from UBS. Please go ahead.

Ksenia Mishankina:
Hi, thank you for the presentation. Could you please just clarify a bit on Indosat and its long term strategy? Also could you please indicate whether you plan to come to borrow in Eurobonds this year?
Ajay Bahri:
As far as the bonds are concerned we have no plans to access the market as we speak. Refinancing happens next year. On Indosat I think your question was more on the Indosat strategy if I understand. The Indosat strategy of course is a data focused strategy consistent with what Dr. Nasser had highlighted, that we are wanting to get leadership in data in all our markets, so the network investments we have done are consistent with that strategy. We do also look at B2B and it is an area that we are focused on and we’ve seen good growth in that area as well.
Ksenia Mishankina:
Thank you.

Operator:
Our next question comes from Marc Hammoud from Deutsche Bank. Please go ahead.

Marc Hammoud:
Yes, good afternoon gentlemen. A few questions from my side. First on the EBITDA of certain of your OpCos so if I look at Q4 there’s only Oman that managed to increase EBITDA and I would be particularly interested to understand the decline in Qatar by 9%, Iraq by 20%, so to what extent is it related to the shutdowns and the competitive landscape; and if in Iraq given that these two factors will continue in 2015, should we see a continued slide in the EBITDA? Then in Algeria the 70% decline in Q4, to what extent is it related to the promotions and to the FX? Finally the same question for the 30% decline in Tunisia, to what extent is it related to the FX and marketing promotions? So that’s my number one. The number two questions is on the financials under opex, I notice that the big surge is on the cost of equipment sold and other services which is a 1 million surge, so that’s the key changes in terms of opex, if you can explain that. The third point is on the FX impact, so I calculated that the net FX impact in Q4, it’s 46 million so it doesn’t sound like a big number given all the explanation you gave on FX impact. So just a comment on that whether I’m wrong or not. Number five is the $7 ARPU in Myanmar in your opinion is that sustainable or do you think it will go typically to $4 which is the kind of average ARPU you have in this part of the world?

Ajay Bahri:
Let me take your questions on EBITDA one by one. If you talk about Qatar operations quarter on quarter, the EBITDA decline like I said was primarily because the decline was a one-off cost relating from the ITU conference which Qatar hosted and about a 1 percentage decline because of gross margins and low margin device sales business, so that was particularly relative. As far as the EBITDA margin in Iraq is concerned it was primarily impacted due to the revenue decline that you see because of the network shutdown in the middle of the quarter. The price competition was happening in the previous quarters as well and that’s why that does not impact this quarter. If you look at Q3, Q3 was a quarter where also the EBITDA margin was down and it was down because of a one-off roaming settlement, roaming charges issue. So although the EBITDA margin looks stable quarter on quarter, Q3 itself was a low quarter. The next question was I think on Tunisia and Algeria. In Algeria the big decline that you see is primarily on the EBITDA margin due to the handset devices promotions and advertising agreement activity on the marketing side. If you look at the net profit side, not the EBITDA margin but the net profit – and I’m talking about the annual net profit here – the annual net profit compared to last year is impacted about one third by foreign exchange losses – in Algeria now, I’m not talking at the group level – and two thirds by these promotions that are talked about, so that will give you an indication of the impact of this promotional activity and the FX impact in Algeria.

In Tunisia the decline in Q4 as far as the EBITDA margin is concerned is one-off restructuring costs where some reductions were made on the head count side which are one-off costs coming as part of redundancy costs. That has impacted the margin. Excluding that the margin would deliver in line with previous quarters. I think those are all the questions on the EBITDA side. As far as the cost of equipment is consistent with the previous comments that you’ve heard, we continued in Algeria the handset related subsidies as well as we talked about iPhone 6 sales in Kuwait as well, so there has been a concerted effort as part of the market dynamics, sometimes as a response to competition and sometimes on an initiative like Algeria to focus on equipment sales, so that explains equipment sales costs.

Marc Hammoud:
Can I clarify something here? How do you account for the equipment sales? So you book the revenue and the associated costs and then because it’s low margin business it played a role in declining margins in Q4 or in 2014?
Ajay Bahri:
That’s absolutely right, yes.
Marc Hammoud:
My next question on that point is how much does equipment and other services sales account as a total, as a percentage of total revenue?

Ajay Bahri:
Marc, we haven’t given that information in the public domain but I think I have tried to address this question by each market, so I think the details are given by each market should give you an indication of how this impacted the performance especially in Q4, especially in Kuwait as well as in Algeria.

Marc Hammoud:
Ok.

Ajay Bahri:
The next question on the FX impact and the FX loss for the year is about QAR 208 million for the group as a whole. Let me talk about the FX impact as far as revenue is concerned, not net profit. We’re talking about the calculation on the foreign exchange numbers into Qatari riyals. So that will have a big impact on the revenue side and that’s why I will explain that the revenue would have been higher by 1% had the Indonesian Rupiah not declined instead of a decline of 3% here. Your last question…

Marc Hammoud:
Is the FX losses booked in the P&L related to to currency exposure for each one of the opcos or what is it exactly? 
Ajay Bahri:
There are two things there, there are translations which are not really a loss. The translation just translates your revenues from local currency to Qatari riyals and that becomes a lower number in Qatari riyals, even sometimes when local currency is going up. That is not a loss booked. The losses which come in the profit and loss account result from a liability in markets like in Indonesia they have got a dollar liability and as Rupiah depreciates, that liability becomes bigger in local currency terms and we book it as a loss. So it’s a combination of what happens on translation. On the investment translation of course this goes into the equity of the shareholders and there’s a translation reserve in the shareholder funds which records the overall equity.
Marc Hammoud:
Part of the other income as well, I can see that you booked a 700 million gain on AFS Investments? What is exactly that?
Ajay Bahri:
One of them is a tower sale in Indonesia in the first half of the year. We sold the shareholding of the tower company, we delivered profit by selling that share. The 5% holding was not strategic – that was one of them. The second one is that we had some historical available for sale investments at the Qatar level which were also disposed of in the last two quarters and there were higher profits between Q3 which I was referring to when I was talking about looking at a net profit…we had a higher net profit from that. Your last question was on the ARPU for Myanmar and normally when you start sales of new technology, initially you do get higher ARPU customers and it’s not unexpected that you would see some decline as the next phase of customers coming in would be lower ARPU customers.

Marc Hammoud:
Perfect, thank you.

Operator:
We now have a follow-up question from Tiber Bokor from Arqaam Capital. Please go ahead.

Tiber Bokor:
Hi, a quick follow-up on Indonesia. I see Indonesia as a geographical expansion story for you guys and we haven’t really seen that in Q4 numbers even though you finished upgrades outside of Java in October, so I just wondered what else is impacting your performance in Indonesia and whether we should expect more of the positive impact from doing more business outside of Java in 2015? Thank you.

Ajay Bahri:
We [unclear] of course, I appreciate this was done to get more revenue growth. We do expect now that we’ve invested in these areas that extra revenue will come in 2015. Having said that the market is also impacted by the pricing of data and the yield of the data pricing which is of course in the public domain that the pricing of data is quite competitive and that also has impacted the overall growth of the market, so the extent that we’ve invested in new areas, we will expect growth but some of these areas there’s price competition, they will be impacted. As far as quarter on quarter is concerned there is a little bit of seasonality between Q3 and Q4. Q3 is a good quarter because of the Lebaran which doesn’t happen in Q4, so I think you have to take this into account. We characterise Q4 as a good quarter for Indosat from where they were about six months back. 
Tiber Bokor:
Thank you very much.
Operator:
We also have a follow-up question now from Dilya Ibragimova from Citigroup UK. Please go ahead.

Dilya Ibragimova:
Thank you. My question was on Kuwait. It does seem like quarter on quarter revenue is recording and the EBITDA margin is stronger than it has been. I know you don’t really guide on market on market but do you think that Kuwait now has reached a point where KPIs including end profitability should improve given the challenges that the operations have seen in 2013 and 2014 given that the investments into the network have been done already, so I guess the other way to ask the question, maybe I could rephrase the question, are the improvements that we’re seeing, do you believe that these are the fruits that you’re bearing from network investments and customer investments that you have done earlier in the year? Thank you.
Ajay Bahri:
The result of Kuwait has various dynamics and you have already touched on some of them. The investment in the network of Kuwait happened more than a year back and the customer uptake has happened throughout the year and that’s where you see it per the number of customers that we’ve got on the network, however the quality of customers in terms of ARPU, there has been lower ARPU customers coming on to the network and that’s why the ARPU has suffered compared to say previous periods in previous years here. Having said that we do see in Q4 a return of growth on the revenue side in local currency about 2% in riyals. A little bit of that does include handset sales, we have to take that into account. One does see a turnaround from customer numbers flowing slowly into the revenue side. It’s too early to say that a turnaround happened, it takes time for us and we are sustaining that effort to increase all dimensions: network, customers, products, services as well as a focus on cost optimisation which shows you an enhanced EBITDA margin as well. So in combination this has resulted in the final EBITDA improvement.
Dilya Ibragimova:
Thank you.
Andreas Goldau:
We had a very similar question which was already answered. Details on the ARPU can be found in our supplementary schedule. Any other final questions?
Operator:
Our final question in the queue comes from Alok Nawani from Ghobash Trading & Investments. Please go ahead.

Alok Nawani:
Good afternoon gentlemen, thank you for the call. I had one question on Myanmar. I was just trying to understand, the quantum of opex that you’ve incurred on the operation this year in relation to the revenue seems quite high but I just wanted to get your view on whether or not if you think that was within your budget; and secondly in terms of EBITDA margin evolution, what kind of time frame would you think would be reasonable to reach a breakeven point? Secondly in terms of the competitive environment in Qatar, I know you’ve touched upon this but there seems to be more and more concern about how the pricing is working on the mobile side specifically and what I was trying to understand is: is your competitive strategy on this more reactive or are you kind of leading the way there? Thank you.
Ajay Bahri:
Let me take the question on Myanmar as well. As far as opex is concerned, when you’re in a start-up phase you do expect opex to be higher. The reason for that really is the network is rolled out initially to maintain costs for the network starts coming in initially itself, so the opex expectation is in line with what we budgeted, so no surprises for us over there. On the EBITDA breakeven, we don’t give a forecast of that but what I can say is that we are trending well as per our plans to reach that level and no concerns. Until last year operational costs in Myanmar, having launched by two operators simultaneously there were a lot of concerns, however the initial results are positive from what our plans were, so it’s positive as far as we’re concerned in the first full quarter results from Myanmar. On the Qatar market, as far as the competition and pricing is concerned, our strategy of course because of our high quality of network is not to be a price leader as you would appreciate and that’s why also we do not always follow price reductions, but that’s in line with what the customers’ value proposition is. It’s not a binary decision when a pricing decision is taken, it takes into account various factors including in which period a price competition is coming and what is the elasticity of demand in those areas, what are the quality of networks and advantage we have. So there’s no straightforward answer to that but yes, we do value the fact that we have better quality networks and that’s why it is rational for some premium to cover that.
Alok Nawani:
Ok, thank you.
Andreas Goldau:
I would like to thank everyone for joining this call. Please refer to the Ooredoo Investor Relations website for any additional updates. We’re going to upload some more macroeconomic data, GDP and market share data at the beginning of next week. Also you’re more than welcome to follow up on Twitter @ooredooir or feel free to contact the Investor Relations team with any remaining questions. We look forward to your future participation at our next Q1 call probably at the end of April and of course at our Capital Markets Day on May 25th. Thank you very much for your continued support of Ooredoo.
Operator:
That will conclude today’s conference call. Thank you for your participation ladies and gentlemen, you may now disconnect.
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