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This reduction in
costs and
substantially
lower early
retirement
payments during
the financial year
should enable Go
to return to a
profitable
position from its
local operations.
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Goplcseeksreturntoprofitable
positionfromlocaloperations

S
hortly after the acquisi-
tion of amajority share-
holding byDubai-based
Emirates International
Telecommunications in
May 2006, the incum-

bent telecoms company embarked
on a wide-ranging restructuring
exercise.This commencedwith the
total rebranding exercise of the
groupandthechange innametoGo
plc, coupled with a strict focus on
improving customer experience.
Shortly afterwards, the group

acquired theDTTVoperatorMulti-
plus Ltd and became the first local
quadrupleplayoperatorofferingall
four telecoms services: fixed line,
mobile, internet andTV.
However, the toughest decision

taken byGo’s board of directors in
recent years was probably the one
relatedto theacquisitionofasizable
shareholding in an overseas tele-
coms company. Go had accumu-
lated a cash pile over the years and
rather thandistributingthis toshare-
holders, Go decided to invest this
overseas together with itsmajority
shareholder. It selected the Greek
market due to the low penetration
rate inbroadband inGreece.
CurrentlyGoandEIT jointlyown

a37.1percentstake inForthnet, the
largest broadbandandTVprovider
in Greece. Go has to date invested
€110 million and although this
investment has so far failed to yield
aprofitableoutcome,Go’sdirectors
recently reaffirmedtheirconfidence
that Forthnet should start making
positive contributions to the group
results in themedium term.
This overseas investment was

deemedappropriateat the timedue
to the increasingly competitive
nature of the local telecoms indus-
try. This is very evident in the 2009
full-year resultspublishedbyGolast
week. The group suffered a 4.5 per
cent decline in turnover to €123.7
million as it was negatively affected
by the international economic cli-
mate, the increasingly competitive
environment and by the impact of
regulation on certain services
mainly roamingand leased lines.
However, although overall turn-

over declined, Go managed to
increase the number of customer
connections with the group regis-
tering growth in its broadband, TV
andmobile telephone client base.
AsatDecember31,2009, thegroup’s
total customer base amounted to
480,000 (an increase of 22,000 cus-
tomers over 2008). This is a signifi-
cant feat foran incumbent telecoms
company, especially in the light of
the highly aggressive marketing

campaigns by itsmain competitors
and is a positive signal for the com-
ing years. The increase in the num-
ber of customers was mainly as a
resultof thehighlysuccessfulHome
Packofferwherecustomerscanopt
to register for various services at an
advantageousrate.Thehightakeup
for these bundled services enabled
the group to register strong rates of
growth inTVaswell as broadband.
Go recently claimed that it is also
aimingtobecomethemarket leader
in the broadbandmarket following
the recentconsolidation in this sec-
torwith theacquisitionbyGoof the
Nextwebcustomerbase.
In the last twoyearsGo’s financial

statements were impacted by a
numberofone-off items. In2008,Go
sufferedfromasignificant€12.9mil-
lion provision for pension obliga-
tionswhile it incurred justunder €2
million in payments to employees
who took up the voluntary retire-
ment scheme offers. Part of Go’s
recent restructuring also entailed
the rightsizing of the organisation
especially in the fixed line area
which was significantly over-
manned. In2009 thecosts related to
early retirement schemes climbed
to €11.5million as Go successfully
terminated the employment of 300
people.
While this negatively impacted

the2009resultsbyasubstantialone-
off payment, the group will start
reaping the benefits of lower
employmentnumberswithasignif-
icant decline in expenses. This
reductionincostscoupledwithsub-
stantially lowerearlyretirementpay-
ments during the current financial
year shouldenableGotoreturn toa

profitable position from its local
operations.
Go also stands to benefit from a

full-year consolidation of its most
recentacquisition. InApril 2009,Go
acquireda60percent shareholding
in the BellMedGroup for €9.4mil-
lion. The positive performance of
this data centre operation is imme-
diately evident also in the 2009 full-
year results throughtherecognition
of profits attributable to ‘minority
interests’of€507,000.This relates to
the 40 per cent shareholding not
owned by Go and immediately
reveals thehigh levelofprofitability
of this nicheoperator.
Excluding these various one-off

items,Go’snormalizedEBITDA for
2009 of €42.6 million (an EBITDA
margin of 34.4 per cent), still repre-
sentsadeclineof18.4percent from
theEBITDAof€52.2million in2008.
The EBITDA in 2010 should be

positively impacted from a full-
year’s contribution of Bell Med as
well as the fromthe increasednum-
ber of TV connections following
their acquisition of sports rights of
theEnglishPremierLeagueandthe
Italian Serie A for the coming foot-
ball seasons. Although winning
these rightsmust have been costly,
Goclaimsthat thiswillhelp improve
theprofitability of its TVbusiness.
While thesedevelopmentsshould

enable the group to return to prof-
itability again in 2010, Go’s bottom
lineprofit figure isheavily impacted
by the contribution or otherwise of
its investment in Forthnet. In 2009
Go recognised its share of losses
fromForthnet of €9.1million, com-
pared to €12.6million in 2008. The
reduced losses reflect the improved

financialperformanceofForthnet in
2009 despite the adverse economic
conditions in Greece. Although
Forthnetclaimsthat itsperformance
is in linewith its forecasts, it is likely
that itwill take somemore years for
Goshareholders to startbenefitting
fromapositivecontributionanddiv-
idends from this investment.
Despite registeringa loss in2009,

the board of Go recommended the
payment of a net dividend of €0.10
per share (a decline from theprevi-
ous dividend of €0.12 per share) to
shareholders as at close of trading
on April 13. This dividend is being
put forward for approval by share-
holdersat theannualgeneralmeet-
ing tobeheldonMay17andwill be
payable onMay 21. Go’s equity is
trading on an attractive gross divi-
dend yield of 7.02 per cent per
annumbasedonthecurrentmarket
price of €2.19 per share. The shares
have risen by 46 per cent since
touchinga lowof€1.50 lastOctober
but theequity remainssubstantially
below its level of previous years.
An important short-term objec-

tive for thecompanyremains thatof
convincing its shareholders that it
can return to a profitable position
fromits localoperationsandthat the
net dividend of €0.10 is sustainable
in future years. The current gross
dividend yield of 7.02 per cent per
annum is appealing to those
investorsaiming foran incomecou-
pledwithpossiblecapitalgains from
their investment over the longer-
term.The futureperformanceof the
sharepriceshouldreflect thedevel-
opments of Forthnet and its contri-
bution toGo’s financial statements
in the coming years.

Beneficial impact of Forthnet likely in themedium-term


