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HIGHLIGHTS Q1/2014
JANUARY – MARCH 2014









Revenue NOK 112.4 million (113.6).
EBITDA NOK 7.8 million (7.4) og EBITDA margin 7.0 % (6.5 %).
EBIT NOK 2.4 million (2.2) og EBIT margin 2.2 % (1.9 %).
Cash flow from operations NOK -10.7 million (4.8).
Equity ratio 41 % (41 %).
Bank deposits NOK 53.0 million (30.8).
Nearshore ratio 34 % (24 %).
Stable organization with low attrition rate.

ACTIVITIES AND SIGNIFICANT EVENTS DURING THE PERIOD





Revenue and profit at the same level as last year. However, revenue and profit were affected by several larger projects
with later start than planned. New nearshore development center within the EU is being established to be able to distribute
tasks to several countries.
Per Gauffin is appointed EVP to build a unified and solid Itera in Sweden, with large and long-term customer relations, full
range of services and a strong brand.
Top 10 customers grew by 19 % in the first quarter.
Signed agreements with existing and new customers such as Santander, Storebrand, YaBank, the Police Security Service
(PST), Lemminkäinen, FØYEN, KLP, If and Oslo Municipality.

KEY FIGURES
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FIRST QUARTER REPORT
Profit
Operating profit before depreciation (EBITDA) amounted to
NOK 7.8 million (7.4) i the first quarter, corresponding to a
margin of 7.0 (6.5) percent. Depreciations amounted to NOK
5,4 million (5,2) in the first quarter. This is mainly related to
the Gruop’s hosting operation.

FINANCIAL PERFORMANCE
Revenue and profit are affected by the slow start of new
projects due to the geopolitical tension in Ukraine in the first
quarter. This has resulted in a lower utlization level than
expected. Revenues in the first quarter are unchanged from
the corresponding quarter in 2013, while there is a slight
increase in both EBITDA and EBIT.

Depreciation amounted to NOK 5.4 million (5.2) in the first
quarter. The depriciaton is mainly related to the Group’s
hosting operation.
Operating profit (EBIT) amounted to NOK 2.4 million (2.2) in
the first quarter, which corresponds to a margin of 2.2 (1.9)
percent.

Accounting principles
The consolidated interim report includes Itera ASA and its
subsidiaries. The interim financial statements were prepared
in accordance with IAS 34, which covers interim financial
reporting and the Securities Trading Act. The Interim report
has not been audited and does not include all information
required for a complete annual report. For further information
about the accounting principles, please see Itera's annual
report 2012.

Net financial items amounted to NOK -0.1 million (-0.2) in the
first quarter.
Profit after tax amounted to NOK 1.7 million (1.5) in the first
quarter. Estimated cost of tax amounted to NOK 0.6 million
(0,6), of which NOK 0.4 million (0.0) is payable.

Figures in brackets apply to the first quarter of 2013.

At the end of the first quarter, Itera has NOK 8.5 million
(14.6) in deferred tax assets, of which NOK 8.5 (12.9) million
are recognized in the statement of financial position. The
deferred tax assets will ensure that the Group will not pay tax
in the near future.

Operating Revenue
Operating revenue amounted to NOK 112.4 million (113.6) in
the first quarter. This is a decrease of -1 percent compared
to the same period last year.

Cash flow and equity
Gross profit 1 amounted to NOK 94.6 million (91.3) in the
first quarter, representing an increase of 4 percent compared
to the same period in 2013.

The cash flow from operations amounted to NOK -10.7
million (4.8) in the first quarter. The increase in customer
receivables of NOK 11.7 million is due to some large
invoices which were paid after due date.

Operating expences

Changes in work in progress amounted to NOK 8.8 million in
the first quarter. The decrease is mainly due to invoicing of a
larger project which was completed in February. The
increase in other short term receivables is accounting
related, and the corresponding entry is listed in short term
debt. Debt to suppliers in the first quarter is reduced with
NOK 4.2 million.

The operating expenses in the first quarter amounted to NOK
110.0 million (111.4). This is a decrease of -1 percent.
Cost of sold goods amounted to NOK 17.8 million (22.3) in
the first quarter. Cost of sold goods consists mainly of
purchase of services from sub consultants, expenses related
to the Group's hosting operation in addition to third party SWlicences as part of larger deliveries. Cost of sold goods could
flutuate substantially from quarter to quarter, showing a
reduction of -20 percent in the first quarter compared to the
corresponding period of 2013.

At the end of the first quarter, bank deposits amounted to
NOK 53.0 million (30.8). The Group has a credit facility of
NOK 25 million. The Group has interest-bearing debts of
NOK 18.4 million (12.7) related to lease agreements,
implemented to finance investments related to new customer
contracts for the hosting operation.

The personnel expenses for the first quarter amounted to
NOK 75.0 million (71.4). This represents an increase of 5
percent compared to the same period in 2013. Itera
continued to increase its ratio of employees in Ukraine,
where the cost base is lower. Average personnel cost per full
time employee (FTE) decreased by 3 percent compared to
the same period of 2013.

Itera has not re-purchased own shares during the first
quarter.
The equity by the end of the first quarter was NOK 87.3
million (74.3). This corresponds to an equity ratio of 41 (41)
percent.

Other operating expenses amounted to NOK 11.8 million
(12.6) in the first quarter.This represents a decrease of - 6
percent.

Investments
The total investments in the first quarter amounted to NOK
6.7 million (3.6).
3

ITERA Q1 2014

Investments in the hosting operation amounted to NOK 4.4
million (2.3) in the first quarter.

Organization
By the end of the quarter, the number of employees was 464
compared to 432 in the corresponding quarter last year. This
represents an increase of 7 percent.

Investments in intangible assets, such as own developed
software with annual running agreements, amounted to NOK
0.7 million (0.4) in the first quarter.

The nearshore ratio was 34 (24) percent by the end of the
first quarter.

Proposal for dividend
The Board has in meeting of 25th of February 2014 decided
to propose to the Annual General Meeting a dividend of NOK
0,35 pr. share for 2013.

The availability of highly qualified resources nearshore is
good, and it is much easier to increase staffing quickly
nearshore than in the Nordic labour markets.

It the proposal is agreed on in the General Meeting on
Thursday 22nd of May 2014, the share will be listed
exclusive of dividend from Friday 23rd of May 2014.

In the first quarter, two of Itera's units - Itera in Sweden and
the subsidiary Compendia in Bryne - were awarded Great
Place to Work in Norway and Sweden, respectively. In
addition, Itera is awarded as Top 2 best employer in the ITindustry in Ukraine. The Group experiences that Itera is an
attractive employer and has a strong 'employer brand'.

BUSINESS REVIEW
In the first quarter, Itera has implemented a new ERP
system, consolidated all customer data in a common CRMsystem and developed a common system for employee
variable compensation. These are critical elements in the
Group control system to increase profitability. A new website
was launched in the first quarter, covering all countries in the
Group.

Dispite the turbulent situation which developed in Ukraine
from autumn 2013, Itera’s activity was normal and several
large projects were completed and delivered by the end of
last year. The turmoil has, however, led to delayed start up of
some larger planned projects in the first quarter. This has
resulted in a lower utilization level than expected.
The geopolitical tensions between the West and the East
have made it more difficult to get new customers to buy our
nearshore services in Ukraine. Physical security is generally
not a problem as the conflict takes place in very limited areas
in a large country. However, the media attention makes
customers concerned, awaiting the further development of
the situation.

ONE Itera in Sweden
The next step in Itera’s Nordic strategy is to build a solid and
unified Itera in Sweden, with large and long-term customer
relations, a full range of services and a strong brand. In
March, Per Gauffin was appointed Executive Vice President
in Itera Sweden in order to execute the next steps.

As Itera’s projects are conducted by teams with both Nordic
and Ukrainian resources, postponing of projects results in
lower utilization both in Ukraine and in other parts of the
Group. This is particularly relevant in Denmark, where more
than 50 percent of the capacity is delivered by nearshore
resources.

Per Gauffin has strong experience from the industry and a
large customer network with more than 20 years in different
management positions in large, international companies. Mr.
Gauffin’s mandate is to strengthen the customer centric
strategy, digital position and holistic range of services within
communication and technology in Sweden, where nearshore
in the future should represent more than half of the capacity
delivered from Itera in the Swedish market.

Although the quarter as a whole was characterized by the
situation in Ukraine, the activity and the utilization rate
improved in the quarter’s last month.

Market and customer development

The next step in the nearshoring strategy

Both the Norwegian, Swedish and Danish markets for
communication and technology services remained strong in
the fourth quarter.

To reduce the country risk in Ukraine, Itera has worked to
accelerate the next step of its nearshoring strategy, with
nearshore development centers (NDC) in several countries.
Itera is in the process of opening a new nearshore
development center within the EU, specifically in Bratislava
in Slovakia. The travel time from the Nordic countries is
short, the country shares a border with Ukraine and is a
member of NATO. It gives the Group the opportunity to
distribute tasks between the Nordic countries, EU and
Ukraine in a seamless manner.

When omitting the hesitant attitude to purchasing nearshore
projects in the first quarter, the overall demand for the
Group’s services is strong, especially among the larger
clients which enter into contracts with a broader range of the
Group's services.
The labour market is in general tight, especially in the
technology areas. However, the Group experiences that the
Itera brand has increased its influence and thus its appeal in
the labour market.

The nearshore development center in Bratislava will be built
and operated in the same way as the development centers in
Ukraine. This will ensure the same working methods and
culture throughout the Group regardless of location. Key
personnel and management from the Group's development
center in Kiev will have active roles, and, for a shorter or
longer period move to Bratislava in order to ensure continuity
and rapid establishment.

The Group has a very strong customer portfolio in flourishing
branches where the ability to implement rapid restructuring
and innovation typifies the market leaders. Itera experiences
that the customers find the range of services, competence,
attractive.
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Financial risks include exchange risks, mainly related to
Swedish (SEK) and Danish kroner (DKK), and US dollar
(USD) against Norwegian kroner (NOK). Further, the Group
is exposed to interest risks related to return on the bank
deposits and financial expenses related to the external
financing by changes in the interest rate.

During the first quarter, Itera entered into agreements for
delivery of services and project for both new and existing
customers, including Santander, Storebrand YaBank, the
Police Security Service (PST), Lemminkäinen, FOYEN, KLP,
If and Oslo Municipality.

Itera’s nearshore operations in Ukraine exposes the Group
to new risks, included country risk, data security and
corruption. Itera has zero tolerance for corruption and does
not conduct domestic activities where the problem of
corruption is greatest.

The range of services in the agreements serves to illustrate
the extent of the Group’s expertise in communications and
technology: user testing, games development, system
development, integration, communication strategy, service
design, project management, collaboration solutions, web,
digital magazines, annual reports, testing, information
security, management and operations.

Outlook
The Group keeps its focus on the main strategy, creating
large, long term customer relationships, increasing share of
project deliveries involving the full range of services,
increasing use of nearshore resources and improving
efficency within the organization.

Deliveries
During the first quarter, Itera’s cooporation with Syd Energi
(SE) in Denmark was highlighted by Microsoft as a case
study. SE has a goal of providing fiber coverage to 96
percent of all households in South Jutland by the end of
2016. Itera was engaged to develop a management system
for projects and subcontractors. Previously, the follow-up
was manual and paper based, which led to a lot of
administration, slow processes and unnecessary mistakes.

The range of services is developed in line with customer
needs, and has its base in the combination of communication
and technology.
The Group monitors the development in Ukraine very
closely, and expect that the establishment of a new
development center in the EU will lead to increased activity
and that the projects that have been postponed in the first
quarter commence.

Microsoft states that the solution that was developed in
collaboration between SE and Itera provides high business
value in terms of improved project and financial management
as well as increased productivity among employees. They
further state that they expect the ROI of the solution to be
repaid in eighteen months.

The Group is properly positioned for profitable growth.

During the quarter, the solution developed in Itera’s
cooperation with Reitan Group in Sweden was named
"Breakthrough Solution of the Year" by IBM. The solution is a
Business Intelligence / Big Data solution that provides local
merchants decision support in terms of analysis of
transaction data. The reports are presented on mobile
devices, providing quick insight into the effects of various
sales campaigns in the stores.

Interim Report Q2
The second quarter interim report will be presented on the
22nd of August 2014.

Itera has delivered an internal marketing concept to If, which
in the first quarter won one of the categories in the industry
competition MMM (Max Marketing Mix). The competition
aims "to promote and reward strategic, creative and
measurable marketing communications."
Larger, long-term customer relations
Itera has a strong Nordic customer portfolio, where many of
the customers already buy or have the potential to apply the
full range of Itera’s services.
The 10 largest customers accounted for 44 percent of the
Group's revenue in the first quarter, up from 35 percent in
the corresponding quarter last year.
Significant risks and uncertainties
Itera’s business is affected by a number of different factors,
some of which are within the company’s control while others
are beyond our control. As a consulting firm, the business is
affected by business-related risks such as competition and
price pressure, project overruns, recruitment, loss of key
personnel and our customer’s development and bad debts.
Market risks include risks related to the business cycle.
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STATEMENT OF COMPREHENSIVE INCOME
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STATEMENT OF FINANCIAL POSITION
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STATEMENT OF CASH FLOW
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STATEMENT OF CHANGES IN EQUITY
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NOTES

NOTE 1: TRANSACTION WITH RELATED PARTIES
There have been no material transactions with related parties during the reporting period 1st of January to 31st of March.

NOTE 2: EVENTS AFTER BALANCE SHEET DATE
There have been no material events after 31st of March 2014 of significance for this quarterly report.
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QUARTERLY DEVELOPMENT 2012-2014
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