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…is expecting not only real-time relevant and individualised services.  They also expect a privacy to be safeguarded.  And as a provider of mobile and internet connectivity, respect for the rights of privacy and freedom of expression is central to Telenor’s core business.  

And the company approaches the issues from a privacy point of view as well as from a security angle with policies and manuals set out as mandatory requirements across all our markets.  So, the point of this slide is to show how important responsible business is, has always been, and that will be for Telenor.  

I will now go deeper into the approach that we’ve taken in order to set these priorities in motion.  Telenor is committed to all the 17 of the US Sustainability Development Goals and we have a strategic focus on the SDG #10 reduced inequalities, where we believe we can contribute most through our business.  Our approach rests on two pillars, also mentioned by Sigve earlier today.  Leveraging impact of connectivity and delivering wider access to our services and then raising standards across our operations and responsible business.  

Through this approach, we are determined to reduce inequalities and empower societies.  We aim to raise standards in our operations and in our supply chain.  With a portfolio of countries that have different standards on responsible business conduct, we strive to raise them wherever we operate.  This includes promoting human rights and labour rights, including working conditions, diversity inclusion, reinforcing supply chain management and striving for transparency and accountability.  

We maintain a clear privacy position and strengthening our capabilities to become even better prepared to manage cybersecurity risks.  And climate change is a defining agenda of our times, and climate and environmental agenda will be an integral part of how we do business.  

Through our foundation of responsible business conduct, we are leveraging the impact of connectivity to promote digital inclusion by extending connectivity, building digital skills and resilience and stimulating digital identity projects.  We’re also making available financial inclusion services, health and educational services and solutions with big data, machine learning and AI to further enhance and personalise services and contribute to social good.


So, in addition to these actions, we have long held that a crucial part of our focus on responsible agenda is openness and transparency.  We have reported on our responsible business a sustainability performance for many years.  This we have done through our annual sustainability report, the CDP reporting, the SDG Impact report, the Annual Authority Request Disclosure report and others.  

We believe that openness and transparency is a key element in how we do our responsible business.  Systematically working towards our targets and be transparent on our performance poses a conducive environment to do business.  It allows us to create a sustainable and contribute positively to the development in the many different countries and contexts that we operate.  

Telenor operates in markets with challenging political, socioeconomic, macroeconomic and regulatory context.  Digitalisation of societies and ever-increasing demand for connectivity represent an opportunity for our business, but will also entail more complexity in navigation of the business environment.  

For throughout 20 years in Asia, we have proven capable of delivering sustainable value creation across our footprint and contribute to the overall development of infrastructure and connectivity in these markets.  So, Telenor works proactively with governments and international stakeholders to create more predictable national frameworks for both telco and digital regulation packs, technology development including spectrum.  The aim is to both create the necessary permission space to develop our business and to mitigate risks that challenges our daily operation.  

Strengthening awareness, accountability and transparency will remain key to securing our license to operate and ensuring ethical and responsible business practice.  Telenor will also continue to raise standards in its operational supply chain and we will provide access to services and skills for digital future to impact societies positively wherever we operate.  

Our impact on societies is significant.  Telenor is a long-term investor, an employer and a taxpayer in the markets we operate.  In addition, the telecom sector in general, and Telenor specifically, improved business efficiency, accelerate innovation and drive the establishment of markets for new products and services.  

A recent study that we have commissioned by Frontier Economics show that Telenor contributed USD 4.1 billion in economic value to its Asian markets in 2018.  From 2015 to 2018, Telenor invested USD 5.5 billion in its five Asian markets, and that’s excluding spectrum auction and fees, making us one of the top foreign investors.  

I will, in the following slide, present four material areas within our responsible business agenda.  And for the last two areas, I will present targets that we have set and that we will report on going forward.  Connectivity can play a key role in achieving the UN Sustainability Development Goals.  And Telenor’s active internet user base stands at 57% by 2019, and again as also Sigve mentioned, we focus in increase to 65% by 2023 as part of our business strategy.  

However, we believe that connectivity in itself is not enough.  Our efforts on digital inclusion aims to build digital skills that help people take advantage of that connectivity.  Access alone does not solve the puzzle of digital inclusion.  Everyone should be able to make the most of the world of opportunities that this represents.  This is why we, together with our partners, UNICEF and Plan International, have initiated a range of initiatives to promote digital inclusion and build skills for digital future.  

These include providing access to opportunities such as digital literacy and training of being safe online as well as building governments digital capacity to deliver services.  We are running programmes in all our markets to help children and young people build capacity and grow the resilience on online safety.  

780,000 children in Pakistan have been registered through our Digital Birth Registration project, and we have built the capacity of thousands of government facilitators to use this system.  Our services are also enabling financial inclusion for the unbanked, m-agri solutions for farmers and the use of big data solution for social goods, such as disease mapping and prediction.


So, for example, in Myanmar, Wave Money is offering the largest financial services distribution network and has ongoing initiatives for humanitarian aid distribution and pension payments.  Our m-agri service in Pakistan has 7.5 million monthly active users and we are broadening the reach of Thai smart farm initiative through partnerships.  

And in 2019, we launched one of the largest studies of its kind which shows the combining malaria genetic data with human mobility data from the mobile networks can help map and predict the spread of drug-resistant malaria in Bangladesh.  

To measure our performance and be transparent on our impacts, we set ourselves targets in 2017 until the end of 2020.  We set a target to reach 7 million birth registrations and 4 million children trained on online safety by the end of 2020.  At this junction, we stand at 780,000 birth registrations and approximately 3.3 million children trained.  

So, on the former target of birth registration, we are transparent about the challenges faced and we will not likely reach this target.  We have therefore calibrated the ambition to 2 million by the end of 2020.  However, we believe we will reach the target of 4 million children trained by the end of the year.  And post 2020, we will reassess our performance and targets on digital inclusion and we’ll share our renewed commitments in 2021.  

Another focus area of ours is supply chain sustainability.  In order to support Telenor’s long-term strategic ambitions, we need to continue to focus on maintaining high operating standards in line with international best practices and secure working conditions throughout our supply chain.  Sustainability risk in our supply chains are still very high in selected geographical areas across the group.  And fatalities, serious accidents and major nonconformities of requirements, outlined in our supplier conduct principles, makes it imperative to have a strong focus on these risks.  

Through our supply chain, sustainability work we continue to raise standards and strengthen a risk-based approach towards mitigation.  This is done through supply risk assessments, monitoring and capacity building.  Our supply and monitoring activities range from simple site visits to more comprehensive inspections or audits conducted by trained resources.  

In 2019, we conducted 3,616 such monitoring activities across our markets and 86% of these were unannounced.  The monitoring activities are complemented by extensive capacity building of the supply chain through e-learning programmes, class of training, and most importantly on-site safety briefings conducted by our in-house resources.  We set ourselves ambitions in this area and we have reached a cumulative total of 134,000 hours by the end of 2019.  And we aim then to add another 17,200 hours in 2020.  And we will continue to drive these efforts across our supply chain as we believe that this is an important tool for raising standards.  

While we will continue to conduct monitoring activities, it’s important to measure the closure rate of nonconformities to the requirements set by Telenor or of the local law that we identify during these inspections.  This gives a better assessment of improvements made through our efforts in raising standards in the supply chain.  And by the year end 2019, our closure rate of the major nonconformities was 81%.  

Major nonconformities are the ones which will result in, for example, life or health-threatening conditions.  Road accidents, labour riots and working conditions remain key risks in the Telenor supply chain.  So, while a 100% closure rate is the eventual ambition, some issues are more complex than others.  Particular ones that involve behaviour change are those that are deeply ingrained culturally, such as lack of enforcement of driver's license but by the state.  These are deeper issues that needs time for effective closure.  

Holding ourselves accountable in this area is a step we’re continuously improving what we do, but we do remain humble and realistic on this challenge.  We will continue to report on our supply chain performance as we have in the past, and we will reassess the targets we’ve set in this area going forward.  

So, in the longer-term, we’re also updating our broader commitment to sustainable development as it relates to climate and environment.  The growing demand for ICT projects and mobile devices and their increasingly short lifespan has really resulted in e-waste becoming a significant concern and a risk for the ICT industry.  In this regard, all Telenor business units are mandated to secure sustainable waste management and all electronic waste is to be reused or recycled along internationally recognised standards and regulation.  

And during 2019, Telenor’s business units reported close to 3,900 pounds of obsolete electrical and electronic equipment waste, which was removed from active operations; and 99% of this was reused or recycled in an environmentally sound manner.  Over the last decade, Telenor has worked on transparent reporting of emissions, focusing on energy efficiency initiatives in our network operations, understanding climate-related risks and business potential for climate-friendly IoT solutions.  

Going forward, we will step up on our ambitions on climate change, first of all, on reducing the carbon emissions in our own footprint.  This comes with some challenges.  We have seen an increase in our energy consumption over the last years.  This is driven by a significant growth in data traffic.  More than 600% increase in data traffic over the last five years.  Over the same period, our total CO2 emission has increased by approximately 56% and we expect to see a further increase in data traffic with technologies like 5G, IoT and AI.  

We expect this data increase to lead to increased emissions in the near future.  Our prospect for increased – prospects for increased access to renewable energy, especially in the Asia region, will remain limited.  

The emission of greenhouse gases in 2019 for Telenor Group was a total of around 1.1 million tonnes of CO2; that’s in accordance with Scope 1 and 2 of the greenhouse gas protocol.  The operations in Asia accounts for 96% of the CO2 emissions, of which 80% is related to grid electricity, while the remaining 16 were stemmed from diesel generators.  

Nordic operation accounts for 4% of the Group’s CO2 emission.  Our biggest challenge is access to clean energy, and this varies widely across the markets, especially between the Nordic and the Asian markets.  This is why we have chosen to set regional targets, one for the Nordic operation and one for Asia.  

So, Telenor’s target for the Nordic is carbon-neutral business operation by 2030, focusing on energy efficiency measures in network operations, purchasing renewable energy and enabling carbon-neutral transport.  

In Norway, our largest footprint comes from ground transportation, mainly from car, machines and equipment operated by Telenor and our suppliers supporting our network operation and maintenance.  In upcoming sourcing processes, from 2021, Telenor will start implementing new climate requirements both internally and towards our vendors, gradually phasing in electric as replacement for fossil.  It is important, however, to highlight that transferring the car fleets to electric vehicles in Norway demands a significant step-up in the number of charging stations in the rural areas of Norway.  

Telenor’s target for Asian operation is minimum 50% reduction in carbon emissions by 2030.  As for the Nordics, you will also hear folks on the increased LNG efficiency programmes in all our business units.  However, the main challenge in Asia is the access to clean energy.  We will explore and collaborate together with local governments and partners to increase the access to clean energy.  This includes seeking opportunities for power purchase agreements, and our ambition is to have at least two to three power purchase agreements in place by 2025.  

In Asia, 16% of our footprint comes from diesel generators, base stations that are in areas where there are no unlimited grid solutions.  By the year-end 2019, Telenor have installed solar energy solutions for close to 3,000 of these base stations.  And we aim to double this number within the next three to five years.  And we see that installing solar solution is a good business case with payback times down to two years for some markets.  

These targets, especially for Asia, are stretched targets, but we believe that are achievable based on our analysis of the solutions available to us.  As mentioned, technology and energy markets are developing quickly and our strategy needs to be flexible in order to accommodate new solutions as they become available over the coming years.  

But we cannot do this alone.  We will be working with partners, with suppliers, with industry organisations such as GSMA and other mobile operators, partnering with the international community, climate experts and third-party organisation to advance industry progress and develop best practice.  

So, Telenor will continue reporting on the key CO2 emissions through CDP.  We will also start reporting on our CO2 targets in our quarterly reporting going forward.  However, our climate ambitions are broader than reducing our own footprint.  Through our services in IT solutions, we enable our customers and other industries to be more energy-efficient and to reduce their carbon emissions.


Our climate and environmental agenda will be an integral part on how we do business and a way for us to capture new business opportunities, enabling our customers to reduce their footprint and contributing for low carbon economy.  

Another component of our climate focus is to ensure the resilience of our physical network to mitigate continually increasing climate risks in the future.  In Telenor, we encourage diversity because it's good business.  We believe that – we achieve the best possible decision-making when our teams reflect the society in which we operate.  It’s about creating services and solutions together that include different perspectives from our employees, from our customers, from our stakeholders and from our partners.  

While diversity has been on Telenor’s agenda for many years, we started the journey of systematically working with diversity in 2014.  In 2018, the diversity agenda was broadened from gender balance to focus on abilities, competence, nationalities and LGBTI inclusion.  

By year-end 2019, the percentage of the women in senior leadership roles adding total workforce increased by 2% compared to 2018.  The mix of nationalities in Telenor’s senior leadership also diversified compared to 2018.  And during the year, most business units had two non-nationals in their management teams.  

So, we continue to set a strong tone at the top towards diversity and inclusion in 2019 through several initiatives.  Recruitment and selection of senior leaders through the people committee, which is chaired by our President and CEO, is ensuring our diverse leadership pool.  We have online training and awareness portal programmes for employees and leaders.  We carry out gender pay equality analysis based on job grades and organisational functions and outline action to close the gap.  

In senior leadership level, there were no material or significant gaps outlined in the roles.  Our President and CEO signed the UN Expression of Support for LGBTI rights, reaffirming our stance on non-discrimination in the workforce.  We continue to strengthen our Open Mind programme in Norway, Sweden, Pakistan, and most recently in Myanmar.  Open Mind is a one-year job training initiative for people with disabilities.  

We also promote diversity in the societies in which we operate.  Telenor Norway and Plan International have launched a Girls Create Tech Academy, a mentorship programme to inspire more girls to choose education and careers within technology.  30 mentees, under the guidance of female Telenor Norway employees, are part of the one-year programme.  Telenor Khushal Aangan initiative in Pakistan aims to empower Pakistan's female farmers with an interactive voice-response information service on agriculture and health.  

Telenor has set clear targets on diversity anchored in our people strategy with a broad set of initiatives to support this ambition.  Based on the positive progress and broadened diversity and inclusion agenda, Telenor also recently defined new long-term targets that we will report on annually towards 2023.  

In summary, responsible business is and has always and will always be central to our business.  And industry strategic pillars, they are interconnected and this is how responsible business will impact the broader strategic focus and the ambitions of Telenor.  Thank you.  
Sigve Brekke:

Thank you, Anne.  Well done.  
Anne Kvam:
Thank you.  
Sigve Brekke:
We have time for if there are any questions on this topic before I will open up for more general questions later.  Yeah, please.  Maurice?  
Maurice Patrick:
Hi.  I’m just curious how you balance, as a senior leadership team, the financial commitments you’ve given to the market with these agenda, especially around climate change for example?  I mean, surely you will encounter difficulties delivering it, which may result in hard choices as to whether you may be miss on financial promises but deliver on the climate change.  How do you balance those?  So, how do you intend to balance the relative importance of those when thinking about the sustainable agenda?  
Sigve Brekke:
I actually don't think that's so difficult.  For example, we – as Anne talked about, 16% of the CO2 emission we have in Asia is coming from diesel consumption.  We have now 3,000 of our sites in Asia powered by solar panels.  And it is actually a very short payback time when we start using solar panels rather than using diesel.  So, that’s an example of that we are doing something with the way we change into more clean energy; and at the same time, it’s actually good business and we are reducing the OpEx costs.  And you will see several initiatives of that.  So, what Anne is talking about here does not compromise our financial targets.  It’s actually good business and it goes hand in hand.  
Terence Tsui:
Thank you.  It’s Terence again from Morgan Stanley.  Just trying to bridge the presentation on responsible business with some of the financial opportunities you have available.  Do you think your new investments in things like fibre and 5G will open up potential new funding opportunities and I think maybe like green bonds maybe open up new investor base that could be interested more as Telenor as a ESG or SRI investment over time?  
Sigve Brekke:
That was a very general question.  Let me first – then let me answer then with a general answer.  We think that every companies in the today world, at least big companies like Telenor, you need to have an agenda on this point.  That’s actually required by you guys as investors.  You want to invest in companies that are sustainable.  It’s required by our employees and this is required by the stakeholders at large.  

And what we’re trying to do here is not creating some new business models.  We are just trying to basically use what we already have in a more environmental friendly way; and at the same time everything we talked about on the supply chain, what we talked about on diversity is because it’s good business.  It’s not because we just want to tick off the box that we want to be focusing at this at all.  

So, I don’t see any difference between having this focus and actually developing the businesses we have.  And we haven't talked about or even thought about what we said about the green bonds and all that.  Of course, as Anne said, if we were – if we really want to change the way the power supply is in Asia, so 80% of the CO2 emission in Asia is coming from dirty grid power.  If you want to change that, that we cannot do alone.  That we need to do together with partners.  

We probably need to go into power purchase agreements to do that.  And in a way, that’s good for us but that’s also good for societies if you can start producing more clean energy in these markets.  Yeah, please?  You have to answer the next question whatever it is.  
Anne Kvam:
Hi.  Bring it on.  
Speaker:
Okay.  So, just to follow-up on the solar panel driven base stations part, could you be more specific about the potential numbers?  I remember that I read, I think, in one of your previous reports that you have 600 solar panels there in base stations if I correct – remember correctly now is 3,000, that might have been a while ago.  But how high is the potential out of the 105,000 you have and how many of those are actually diesel driven, so you would – it would help with solar particularly?  Do you have any numbers on that?  And given also the short payback time, I mean, you should – would surely then have quite high ambitions?

Anne Kvam:
Well, as we’re saying, we will double that figure.  So, we have 3,000 now and our plan is to double that up to 6,000.  Now I – how many more – at that stage, how many are less on the base station that are not connected to-date, I can't answer now.  So, we will have to – but I think what we’re saying is that we are certainly addressing those opportunities quite aggressively and we actually see that those are good business cases for us.  
Sigve Brekke:
Any last questions before I move on?  Yes, please.  
Speaker:
Thank you.  You spoke about Telenor being [inaudible].  
Operator:
You are the only participant in the conference.  
Sigve Brekke:
And that she understands that.  That’s a CTO.  That’s why you heard Azman talked about that every single 1 million point of sale is an opportunity for us to digitalise.  And you need to understand what's going on at that point of sale or you heard Camilla saying that we have been travelling Norway and visited every single local community to figure out almost household by household what is the replacement product when we don’t take away the copper legacy business, and we have made a plan for that.  So, that’s the hard work.  That’s execution I’m talking about.  

I would like you to remember only three things from via presentation today.  It would be about us being a growth company – sorry, yeah.  We believe in growth.  We believe that we are well positioned to deliver on that growth with the balanced portfolio we have in the advanced Nordic markets but also in the Asian growing markets.  We believe that growth is coming from connectivity, getting more and people to start using data in Asia getting services on top of the connectivity in the Nordics.  We also believe in the fixed and the fixed wireless opportunity that we see.  

And this is modernisation is enabling us to do the growth.  Modernisation for us is not only about cutting costs.  It’s actually about making us able to capture this growth opportunity.  So, the first thing I want you to remember is that we want us to be measured as being a growth company going forward.  

The second part is that we want to continue to modernise our business.  And we believe that what we have seen in the last three years it’s just the first step into the modernisation.  There is more they can do on digitalising the customer journeys.  There is more we can do on digitalising and modernising our infrastructure.  And there’s more we can do in changing our organisations, modernising via work.  

And to do that, you have to work with mindsets, as Jørgen also talked about.  You had to work with the operating model and you have to then also questioning some of the conversional wisdoms in the industry that has served you well in the past that may not be a part of your future.  And we want to be seen as an industry leader in the way we are being modernised our core business.  

And the third part is that we have now been sticking our heads out with some very concrete targets on what we want to do on our sustainability agenda, and how there is multiple business is now an integrated part of everything we do going forward, not just because we want to tick the box, but because we think this is good business and because we think this is necessary for us to continue to be relevant in the societies where we operate.  

So, that’s the summary basically of what we have been trying to go through today.  And you will then hear us in the coming quarters talking about this over and over again.  How we are then developing our growth story, how we are pursuing and how we are executing our modernisation story and how we are also are doing on the targets that we have put forward today on our responsible business.  

Then Jørgen, we will now open up for Q&A.  And I will start with – so if there are some questions left there in the audience and then I will open up.  I think we have more than 200 people that is with us on video streaming or on the phone, but we will start with the audience here.  Please?  
Speaker:
Thank you.  So, this is not a time to ask a question from Norway, is it?  Or is that – 
Sigve Brekke:
You can ask whatever you want.

Speaker:
I just want to ask Petter Furberg.  He talked positively about 5G but still adopting a tentative approach.  The fixed wireless access, B2B seems as if the B2C mobile upselling opportunity is not rated particularly high.  There are those who believe that there is tremendous revenue opportunity in B2B industrial applications for the operators.  Do you share that view and how do you position yourself considering the increased competition in – 
Petter-Børre Furberg:
For B2B or – 
Speaker:
Yeah, on B2B, industrial applications private networks, networks license, etc.  So, how do you prepare for this and why perhaps not a bit more aggressive on the 5G side?  

And then just a question for Jørgen, if I may.  Jørgen, you told about the sustainability of cash flow covering dividends those who said that spectrum payments will vary necessarily.  How much flexibility do you have to adapt your spectrum payments, say, in Asia if the investment environment remains less friendly at times?  I mean, how much room for manoeuvre do you have?  You obviously need to protect the value of your business?  

And then thirdly and lastly and then I’ll go away.  Sigve, last time we were here, we talked a lot about analytics and something our friends at DNA has spoken about before.  We haven't really heard about analytics as an opportunity today.  Has it turned out to be not what you hope for perhaps, or is there a reason we are not really hearing more about this?  Thank you.  
Sigve Brekke:
That will take me about an hour to answer that question, but let me try to do it shorter.  Start with analytics.  No, we are in the midst of executing on what we said three years ago on analytics.  Analytics is what we use to measure profitability in our base station factories, and Anne talked about that.  Anne showed a picture also of how we are looking at each and one of the base stations using analytical tools in a very granular way.  

Analytics is what we use to use customer data for personalised upsell opportunity both in Norway but also in Bangladesh.  Analytics is the dashboard that Azman showed you that it’s a live dashboard where we are basically combining all data we get from the network, data we get from the distributors or – yeah, distributors and data we get from the customers and we’re putting that together on a live dashboard so that you can make tax-based decisions.  All that is analytics.  All that is AI.  And that is also machine learning.  

So, everything we talked about on analytics, we do.  What they are not doing, it’s building analytics as a new business area, that we’re not doing.  So, we’re basically using this as an important part to digitalise to core business and we see limited opportunities for us to build some very new vendor streams on things that we basically it’s very far from the core business.  

Then to the 5G Norway.  Now we believe in opportunities in the B2B segment for 5G in Norway.  We believe that is a connectivity part of that.  That’s that we build 5G network for connectivity but we also think that there are some verticals that we can go a little bit higher up in the value spectrum then on the connectivity.  

And, as Petter said, we have 11 use cases now in Norway.  We are testing this out with boats, ferries.  We are testing it out in maritime sectors.  We are testing it out in the smart cities.  We are testing it out with emergency services.  We are testing it out with fish farms, can they actually manage the fish farm completely digital.  So, we have several use cases now.  And that’s why I said that the 5G road in Norway is going to be based on those business cases.  So, we are then taking the pilots now into business cases and then use those business cases to steer the 5G rollout in Norway.  

So, we think there’s a big opportunity.  And there are different models with different partners.  So, we want to do more than just the connectivity part of 5G.  We also want to work to get the partners.  How big that opportunity is, I don’t know.  That’s yet to be seen.  But at least we think that this kind of gradual business case driven approach is the best way that we can create value out of.  
Petter-Børre Furberg:
I guess what we have tried to do is to talk about both topics, analytics and 5G, in the context of the customer and the business we are running.  Now those are separate topics.  There will be a 5G deep dive.  But we have tried to engrain that in our story because we think that is the best way of really getting value out of this, whether it’s analytics or 5G, what is the context of where we are and how we apply.  And that is what we’re trying to do.  
Sigve Brekke:
On the cash flow question.  
Jørgen Rostrup:
You were talking about cash flow and flexibility and environment and demanding issues and defending the position in markets in particular in Asia in spectrum exercises.  I guess we should come from two angles.  We very much would like to maintain a solid balance sheet.  We have said 1.5 to 2, or with the IFRS 16, 1.8 to 2.3 and we are there in the middle of that range.  And that is a place where we think we should be.  We haven't said that we never can be above or below but we have said that’s a range where we seek to be within.  So, from that perspective, we have flexibility to cater for spectrum or auctions and things going forward.  Yeah.  
Speaker:
How much flexibility do you have not to invest in these markets?  I’m not talking about stretching your balance sheet.  Obviously so to speak, if the investment environment climate locally is not conducive or unfriendly, how much room do you have to hold back on spectrum payments?  
Sigve Brekke:
Okay.  Flexibility in the spectrum programmes you are saying.  Yeah.  We are talking about what programmes and what spectrum auctions we believe is coming forward.  That we are talking about to the market.  We are never commenting on what they will cost, how much we will spend on this, and hence I cannot take the opposite approach either.  So, I’m not sure if I’m able to answer a question but it’s little bit related to the spectrum question we got earlier today on Thailand.  

When we approach the auction now, the 5G auction in Thailand, we did that with both a rationale view but also a long-term view.  We could have gone in there and aggressively bid for the 2.6 spectrum.  We didn’t do that because we saw that there are other alternatives.  We saw that they have 700 spectrum.  We saw that we have a superb position of 4G on 2.3 and we saw that 3.5 is coming.  

So, it was a rationale view and we took all this into account, that made us staying out of the 2.6 auction.  So, those are the type of discussions we have on the Group level.  And it was also a question here today on how do we do this in practice.  Of course, it’s based input from the business units.  And in the end, it’s Ruza and Mr Jørgen and myself that makes the decision together with the local CEOs because we really think that we should be value-driven also when it comes to this type of investments.  
Jørgen Rostrup:
And we did that in Thailand the previous round on 1800 putting up investment in networks and building new network as opposed to going in and renewing the same spectrum, simply because we think it is more valuable to do so in every sense of the world and then including the fact that we might lose a percentage point or two on the market share.  

It is simply important to take this very, very thorough analysis and positions on this and there are more elements to that equation than only buying the next spectrum.  And we are might be acting a little bit different than many of our competitors, we still do that very cautiously and carefully and thought through.  
Sigve Brekke:
One more question from the audience.  Yes, please.  
Jorgen Wetterberg:
Yes, thank you.  Jorgen Wetterberg from Nordea.  So, I have a question on the device side.  How do you view the supply situation for targeted devices now going into 2020?  Is it a limiting factor for how fast you can pace your 5G rollouts, or is it not an issue?  I mean, Norway and your other markets are not top on the list of the big flagship vendors.  So, how do you manage that?  How do you see that going forward?  Thank you.  
Sigve Brekke:
This is not an issue we spend a whole lot of time on.  And we think it will come fairly okay in place.  First of all, we don’t see any new significant issue on the handset, so it is the development that we have seen over time.  It will come to Norway eventually.  It will come to Sweden.  It will come to other places eventually.  

The 5G development, it’s not like we are pushing the door.  We are trying to do the right things and build it out in the right sequence.  The handsets will be there in time and this is not a big issue.  

One more question and then I will open up for the audience.  Please?  
Henriette Trondsen:
Henriette Trondsen from Arctic.  In Malaysia, there have been some media articles about that you will explore a joint fibre infrastructure developments with Celcom and Maxis.  Any comments on that would be appreciated.  And also in Pakistan, any conclusion on the spectrum here?  Yeah.  
Sigve Brekke:
Yeah.  On Pakistan, we don’t have any more updates than we actually gave you when we had the fourth quarter.  So, we are still in dialogs and there is nothing new.  We are implementing some operational changes to trying to stay competitive, but I don’t have any updates there.  

In Malaysia, well, it’s actually a government initiative and the government initiative is to see if they should build a consortium, a consortium between the operators and that consortium could then be given 5G spectrum and then roll out a network – 5G network based on that consortium.  

We have said that we are could be interested but it depends on how all this comes together, so we are in the midst of the discussion.  
Henriette Trondsen:
Yes.  
Sigve Brekke:
Then I think this should open up for the ones that are not here.  Moderator, do you have the call?  
Operator:
Yes sir.  Thank you.  If you would like to ask a question, please signal by pressing star one on your telephone keypad.  If you’re using a speakerphone, please make sure your mute function is turned off to allow your signal to reach our equipments.  Again, press star one to ask a question.  Our first question comes from Johanna Ahlqvist with SEB.  
Johanna Ahlqvist:
Yes.  Thank you.  Two questions, if I may.  The first one relates to your growth target.  Obviously, you emphasised a lot that you are a growth company.  And I’m just thinking the growth target of 0-2% over the mid-term or the coming three years when you talk about that you clearly expect some slight growth in the Nordics and I would assume that you expect to grow more in Asia given the inflation environment there.  So, I’m just wondering is the growth target cautious, or what am I missing here?  That was the first question.  Thank you.  
Sigve Brekke:
It is 0-2%.  As Jørgen said in his presentation, we don’t guide within the guiding.  So, it is obvious estimate as we see it now and that’s why we are putting that out.  So, I don’t want to give any more flavours to that.  
Johanna Ahlqvist:
Okay.  But you can’t split sort of what you expect for Asia and the Nordics?  
Sigve Brekke:
No, we are not breaking it up on the different piece.  We are only guiding on the Group level.  
Johanna Ahlqvist:
Okay.  And then question on more related to ESG.  I’m just thinking, Myanmar, how can you – I mean, given the state of the country, I’m just wondering how you can maintain or make sure that you work according to sort of Nordic ethical rules in a company or in a country like that?  Any comments would be very helpful.  Thank you.  
Sigve Brekke:
Yeah.  That’s a good question.  And we really thought hard about that before we entered Myanmar.  And I think that now after four, five years, I think, we have been doing quite well.  It’s – and we have made it very, very clear to both the regulator but also to the government of Myanmar that there are issues that we are not tolerating, for example, a legal intercept.  We are not letting anyone getting into our network without following the right processes.  

We have made it very clear to the Myanmar government that we are concerned about what's happening up in the Rohinga area and we are also making it very clear to the government that our way of working, it’s no acceptance of corruption.  It’s focusing on the developing a supply chain and all that.  So, I would say that we were very prepared for this when we entered Myanmar, and I will say that our stand on this has been respected by the government.  

And here they are really working with continuous improvement.  So, we are continuously improving the supply value chain in this country.  We have significant – continuing to raise our voice to try to be a part of changing the way the government looks at some of those human right issues.  So, we feel that we are actually a part of changing the country and we do that with just taking step-by-step approach without compromising on any of our principles.  
Johanna Ahlqvist:
Okay.  Thank you very much.  
Operator:
Thank you.  Our next question comes from Andrew Lee with Goldman Sachs.  
Andrew Lee:
Yeah.  Good afternoon everyone.  Thanks for taking the question.  I had two questions.  One on revenue growth and trying to follow-up on the previous question.  And then the second question was on the Asian consolidation opportunities.  On the revenue growth angle, I think, you don’t want to split and give us explicit guidance on the growth between Nordics and Asia.  But could you – do you at least see or do you see at least top line growth in Nordics over the next two years?  Anything that can just give us a greater confidence that your – the top line growth that you see over the next couple of years is not just beholden to FX and therefore in terms of the free cash flow impact would be wiped out – could be wiped out?  

And then the second question was on the Asian consolidation opportunities that you’ve mentioned through the course of today.  Are you in any active discussions today on those consolidation opportunities and do you see potential for this over in 2020?  Thank you.  
Sigve Brekke:
Yeah.  I can answer the consolidation and then you can take the revenues.  I think they didn’t like my answer on the revenues.  
Jørgen Rostrup:
 I’ll repeat your answer.  Better you go first.  
Sigve Brekke:
Now on the consolidation, there is no active discussions between ourselves and Axiata as of now.  We stopped those discussions back in October, was it – September-October.  However, we said back then and we still say that if those discussions may come again, of course, we will look at it.  But right now, there is no active discussions.  
Jørgen Rostrup:
And next time we answer this, we will say no comments, we don’t comment those things and you shouldn’t read more into it, but it won't be any comments.  Then is the growth part.  It’s – I think we just to want to stick to how we have done this before and what is working for us.  We believe in growth – in moderate growth for the company going forwards.  It’s – we have defined that as low-single digit or 0-2% that we have called it.  We gave you that as a best indication of the development of the Group in the few years period we talk about.  It’s not something we have put as a target.  It’s not something we have – it’s just an indication of where we think we will be and then we will continue to give a guidance on a yearly basis.  So, all that is as we have done it before.  

We have indicated through the presentations this morning, tried to explain where that growth is predominantly coming from and the new assets and the differences between Nordic represented by Norway and Asia represented by GP predominantly or emerging Asia.  

It doesn’t make much sense for us to break it down further.  So, I think we just trying to leave it there.  But that combined with working on the modernisation and efficiency element and should give a good development in EBITDA.  And if we manage to keep CapEx where we are indicating it, around 15%, that should give also then a good development in cash flow and then we had the element on spectrum.  
Andrew Lee:

Thank you.  
Sigve Brekke:
Please next caller.  
Operator:
Our next question comes from Nick Lyall with Societe Generale.  
Nick Lyall:
Afternoon everybody.  It was two.  One again on M&A in Asia please and on towers if that’s okay.  Just starting on Asia.  Jørgen, I think you mentioned your focus was possibly on control and then there were too many operators.  I’m assuming you don’t mean in-market mergers as your market share is big and you’ve tried and failed with Axiata.  So, is it right to assume that any deal now would have to be expansionary, so expanding into new markets in Asia?  

And then secondly, again on towers but this time in Asia as well.  Why can't your targets just be achieved with simple country-by-country sharing agreements or with tower sales?  Are you targeting more than that, or is it just a sort of more simple straight-forward country-by-country so rationalisation?  Thank you.  
Sigve Brekke:
I didn’t get the second question.  The first one was – can we starting answering the first one and you can repeat the second?  
Speaker:
I think the first one we got.  
Jørgen Rostrup:
In-market versus expansions in Asia I think it was.  
Sigve Brekke:
Yeah.  But no, I think we are in the no comment zone.  What we said that is that we think that the markets where we are in Asia, there may be some consolidation.  And we said that, of course, if the conditions are right, we will look at that.  But I don’t think we want to comment more than that.  But the second question?  
Nick Lyall:
Yeah.  It was on towers in Asia.  Why can't your targets be achieved with just simple sharing agreements or with selling your towers?  I mean, the Asian markets are pretty developed on tower cos.  You seem to be suggesting you’re going to do more than that but it seems a little strange.  Could you just expand a bit on really what you’re thinking of in terms of Asian towers please?  
Sigve Brekke:
So, it’s Asian towers.  And I’m not sure, did you get the question yourself?  Thank you.  So, a short version of that is talk about what we think about Asian towers.  And it’s 70,000 of them, so we think a lot about them all the time.  But as I said, for us, it’s important to apply an industrial approach to this.  We are first now increasing the focus – the transparency around it and being very –make them very visible and put dedicated management within the same business unit context as they are in now in order to kind of put – advance the way we operate the towers.  

And then obviously for a company with that kind of assets, taking care of the sharing ourselves rather than let the tower company do that is beneficial as the starting point to take out the synergies and the sharing effects.  So, that is – we will do that.  And eventually, whether we go in clear joint ventures in market, whether we go embark on an Asian tower co or whether we are happy with the way it is, well, that we will come back to you and we will see and we will discuss and it depends on how things are developing.  But we put more emphasis on towers now, but we do it the same way as the rest of the things we have talked about.  We take it step-by-step and we get more advanced as we run.  

I think we have one more caller and then I will turn back to the audience here.  
Operator:
Our next question comes from Ulrich Rathe with Jefferies.  
Ulrich Rathe:

Yes, thanks very much.  I have two questions please.  The first one is on the financial goals.  And could you, Jørgen, maybe talk about the where you see gross margin develop?  I mean, you’re talking about top line.  You’re talking about OpEx, missing piece is gross margin.  I assume you won't give guidance there.  But can you just talk about trajectory or any indications where that is heading?  

The second question is on Norway.  You talked about the fibre land grab from the alternative network build there and also the market share loss that you’re facing partially as a result of that.  Is there possibility or do you see potential for consolidating the alternative private network there at all?  I mean, Telenor consolidating on this fibre network.  So, is this simply out of the question from a political standpoint or regulatory standpoint or otherwise?  Thank you.  
Sigve Brekke:
I can take the last one and then you take the first one.  I think there are regulatory hurdles that make it difficult for us to consolidate some of the big fibre players in Norway.  Of course, if that would be possible, this gives you an opportunity to look at.  And so, what we are focusing on now is then not doing that what is actually then to continue to roll out our own fibre network.  And I think we are quite busy on doing that for the coming few years, couple of years because it is land grabbing that we can take.  
Jørgen Rostrup:
So, we are guiding on certain traffic revenue.  It’s the most valuable part by far of our revenue basket.  We are not guiding on gross profit or gross margin and I don’t think we should do so either.  But there is one element that you probably are aware of and that is that the story that Camilla and Petter told today includes, of course, a little bit of a shift on the gross profit side because COGS, cost of goods sold, is different in the new world than where the legacy fixed setup.  So, it will have a little bit of an impact on the profit that we bring to the EBITDA from that.  

But at the same time what you saw from the curve that showed, we are almost able to maintain the EBITDA level before we talk about all the other things that Norway is doing on the revenue side, on the cost side, including things they can do on a cost side because we are simplifying the legacy activity within fixed.  

So, it’s all put together picture and it looks – it actually looks to me better now because of also the success so far of fixed wireless access and the speed we have, then I was, should I say, afraid of a year ago when we decided to do this.  So, I don’t want to give more guidance but we are very, very clear to focus on the important part of the revenue line, and that’s also why we’re guiding on it.  
Ulrich Rathe:

Very clear.  Thank you.  
Sigve Brekke:
Do we have any other questions here from – any questions in the audience here?
Operator:
Yes, we have another one from – 
Sigve Brekke:
Yes, please.  We take a question here from phone first.  
Operator:
Okay.  Our phone question comes from Siyi He with Citigroup.  
Usman Ghazi:

Hi Usman from Berenberg again.  Let’s say if we fast-forward three years now to 2023; like you said, you’re an incumbent now without any legacy.  Your mobile networks fully automated.  I mean, what does that mean?  I guess we are, as analysts and investors, are probably entering unchartered territory here in terms of what a mobile operator looks like, or what a telecom operator looks like without any legacy and fully automated.  I mean, the way I’m thinking is that you still got a big headcount relative to, let’s say, an over-the-top kind of player today.  So, I mean, do you have any kind of – I guess, you can't give any financials around it.  But do you have any rough idea of what you can – of how you can picture an operator that can exist from that kind of paradigm?
Sigve Brekke:
Yes and no.  I think three years is a long time but this is exactly why we now are embarking on this next level of modernisation because modernisation for us, as you know, it’s to digitalise the core business and with that comes more modern infrastructure, more modern organisation, more modern or digitalised journeys and with that also small organisations.  So, this is something that we have seen coming for the last two years and something we are continuing to develop.  

And we strongly believe that the ones – the operator that is able to do this quickest [inaudible] operator, that would be most suited to actually handle that situation whatever that would be in three, four, five years.  
Usman Ghazi:

I guess another way to ask it is, you’re investing quite a lot right now within – in terms of reinvesting all of those savings you're driving into modernisation.  But I guess, in three years’ time, I guess, there's not – the big cost required to modernise are basically finished then, right?  I mean – 
Sigve Brekke:
It’s finished?  
Usman Ghazi:
I mean, from today’s standpoint, it looks like it would be predominantly finished given you’re on to a fibre/5G infrastructure, you're fully automated on mobile.  So, there would be a huge chunk of cost that potentially just drop away after three years or is that not – 

Sigve Brekke:
It’s impossible to answer your questions.  So, what we are doing now it’s day-by-day making sure that we are in a position both in the cost base when it comes to affectability, when it comes to focus to handle whatever situation that will come in the future.  I think that we have to leave it at that.  Should we have a call there again, moderator?  
Operator:
Yes sir.  We have one last one from Adam Fox-Rumley with HSBC.  
Adam Fox-Rumley:
Thank you very much.  I wondered first if I could ask you to reflect a bit on the balance sheet in light of the large contingent liabilities that you’re exposed to.  Maybe if you could comment on how that factors into your capital allocation decisions in guidance over the course of next few years?  

And then a very quick second question.  I wondered if you are factoring in any changes in the Norwegian mobile market shares over the three years or changes in the way they’re evolving?  Thanks.  
Sigve Brekke:
I just heard balance sheet.  I’m sorry, I didn’t hear what part of the balance sheet you’re asking about.  
Jørgen Rostrup:
I think what the leverage, is that hampering our investment at the time.  
Sigve Brekke:
Was it the leverage?  I assume until you stop saying that it was the leverage.  
Adam Fox-Rumley:
It was – it’s just one thing that is different from – for Telenor than lots of other European incumbents is that you have quite large contingent liabilities compared to others, your at risk of various fines lines your businesses.  And I wondered if that changed particularly some of those may get resolved over the course of next few years, how that – how you’re thinking about the balance sheet as a consequence of that?  
Sigve Brekke:
That’s a difficult question for you, Jørgen.  
Jørgen Rostrup:
Yeah.  So, we are, first of all, having a policy of 1.8 to 2.3 debt to EBITDA.  That is not including license – forward license obligations.  We include that in the measure and in the ratio when we pay for spectrum.  So, you need to take that into consideration, we do.  In addition, we believe that it is prudent being in the Asian markets which are more volatile than a pure European play to be a little bit more restrictive than the rest of the industry.  And besides that, we think the industry has burdens on balance sheet.  So, we think the industry is actually too rough on how they are borrowing up and taking liabilities on their balance sheet.  So, this is where we are.  

We believe this gives us ample flexibility both to participate in spectrum and other things when needed and also to maintain strong relationship and good access to borrowing with the banks.  I don’t think I have any more comments to that.  
Sigve Brekke:
I think that empties the questions from those of you that are not here.  
Jørgen Rostrup:
And in also Norwegian market share in there but – 
Sigve Brekke:
Any more questions there in Fornebu?  Okay.  That ends the plenum discussion but still we have one more thing here.  
Speaker:
Yes, we have.  Thank you, Sigve.  I think it’s – that ends the plenary session here at Fornebu.  I think it’s now time to activise the audience a bit, so we have prepared a challenge for you.  We have put together four breakout sessions.  And what you need to do is to first choose three of those which you’d like to participate in and I can list the four.  The four we have, the 5G era in Finland hosted by Jukka Leinonen.  We have Telenor Sweden.  
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