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Group revenue

R90.7 
billion

+4.8%+4.8%+4.8%

CFO’s statement

The Group has once again performed well, with 
continued strong growth in the International 
operations and pleasing performance in South Africa 
in the second half of the year in a particularly volatile 
operating environment.

Till Streichert

Group revenue was up 4.8% to R90.7 billion, 
with operating profit increasing 13.2% to  
R27.7 billion. In South Africa, service 
revenue increased by 2.3% to R52.7 billion, 
the impact of significant price cuts in our 
out-of-bundle (OOB) rates in the beginning 
of the year, but recovering to strong growth 
in the second half of the year. In our 
International operations, revenue was up 
12.6% (7.1%*) to R22.5 billion, contributing 
29.7% to Group service revenue (2019: 
27.7%). Safaricom contributed R3.6 billion 
to profit, net of tax and after deducting 
the amortisation of fair value assets on 
acquisition. 

Events this year have been overshadowed 
by the COVID-19 pandemic emerging early 
in 2020. As reviewed elsewhere in this 
report, the Group has responded rapidly 
and effectively to the challenge, and I 
believe that we are in a strong position to 
withstand some of the significant potential 
impacts that lie ahead, and seize the 
opportunities arising.

erating rofit

R27.7 
billion

+13.2%+13.2%+13.2%

reduction, resulting in ARPU returning to 
growth in the fourth quarter. In the contract 
segment, customer revenue declined 
0.1% (excluding the impact of the prior year’s 
revenue deferral1, contract customer 
revenue increased by 1.9%). 

Enterprise customers were up 12.8%, with 
a significant increase shortly ahead of 
the lockdown in the country. Increased 
competitive pressures and the impact of 
reduced OOB rates contributed to ARPU 
declining 7.9% (6.1%, excluding the prior 
year’s revenue deferral1 impact). Enterprise 
service revenue increased 6.7% to 
R14.3 billion, fuelled by strong growth in 
national roaming and fixed-line revenues, and 
the successful integration of IoT.nxt acquired 
in the first half of the year. Our financial 
services business continues to be an 
important contribution to growth, with 
revenue growth of 21.5% to R2.0 billion 
reflecting the value of our innovative offerings 
and competitive differentiation in insurance, 
payments, and lending. We improved our 
fibre rollout in the second half of the year, 
more than doubling the total number of 
homes connected to 61 427, with owned 
fibre passing 109 536 homes and businesses.

Pleasingly, we saw a 66.0% growth in data 
traffic, reflecting the expected elasticity that 
made up for the price transformation during 
the year. The growth in data customers, 
smartphone users, and average data usage 
per smart device gives us confidence that 
we will see further elasticity to compensate 
for the significant pricing transformation 
initiatives implemented from 1 April 2020 
that we agreed upon proactively with the 
Competition Commission following its 
data services market inquiry.

Our ‘Fit for growth’ efforts contributed to 
relatively stable margins maintained over the 
year, with a 1.8ppt improvement in the second 

Given the profoundly challenging 
macroeconomic environment – the 
significant social and economic impacts of 
the COVID-19 pandemic coming on top of 
the Moody’s downgrade in South Africa, and 
regulatory pressures across our markets – 
there has been understandable pressure 
on investor sentiment. In this context, it is 
pleasing to report that the total shareholder 
return for the Group was 9.5% for the year. 
Headline earnings per share (HEPS) increased 
8.9% to 945 cents, with the dividend of 
845 cents per share up 6.3% year-on-year. 

South Africa – recovery throughout 
the year 
In South Africa, service revenue growth 
improved throughout the year, with strong 
growth in the second half. Our performance 
was affected by the tough economic 
environment, low GDP and wage growth, and 
high unemployment and consumer debt 
levels, constraining consumer and enterprise 
spend. The implementation of the End-User 
and Subscriber Services Charter (EUSSC) 
regulations, and our additional reduction in 
out-of-bundle rates by as much as 50% 
announced in the first quarter, negatively 
impacted out-of-bundle (OOB) usage. 
Excluding the one-off benefit of  
R389 million1 from the change in revenue 
deferral methodology in the prior year, and 
the change this year in mobile termination 
rates (MTR), underlying growth for the year 
was 3.3%.

In the prepaid segment, customer numbers 
were down 5.6% to 35.2 million customers. 
The decline was mainly a result of continued 
optimisation of gross additions to improve 
the quality of our base, which resulted in 
one-month active customers being stable. 
Usage elasticity on data in the consumer 
market helped to offset OOB revenue 

* We used (*) to indicate normalised growth, which presents performance on a comparable basis.
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Our investment in Safaricom, Africa’s second- 
biggest telco by market capitalisation after 
Vodacom, delivered a 30.4% boost in profits 
from this associate, which includes its share 
of the gains in the newly formed M-Pesa joint 
venture with Vodacom. Service revenue grew 
4.8%, supported by strong customer 
acquisition, recovery of market share, and 
mobile data returning to double-digit growth. 
Significant investments in network and 
infrastructure, an acceleration in pricing 
transformation, and a 17.2% underlying 
increase in revenue from M-Pesa all 
contributed to Safaricom’s strong 
performance. 

Ensuring business resilience in the 
context of COVID-19
In assessing the potential impact of COVID-19 
on Vodacom’s business activities, we have 
considered various scenarios regarding the 
pace and scale of the pandemic’s reach, the 
nature and effectiveness of governments’ 
responses, and the implications that this 
might have across each stage of Vodacom’s 
value chain. There remains significant 
uncertainty as to how the pandemic will play 
out. In all scenarios we anticipate social, 
economic and financial disruption, with 
implications for our consumer and enterprise 
markets, our supply chain and distribution 
channels, and the stability and well-being 
of the broader communities within which 
we operate.

Unlike many other business sectors whose 
business models are at risk from the 
pandemic, the telecommunications sector 
appears to be more resilient. The sector 
has an essential role to play in supporting 
citizens and businesses to connect and 
function under extreme circumstances, as 
well as helping governments to improve 
their insights of population movement and 
disease modelling. The recent lockdown in 
South Africa saw a marked rise in data traffic 
resulting from the significant increase in 
remote working and home schooling, 
and heightened demand for digital 
entertainment and access to education, 
government and health portals. While we 
expect to be negatively affected by the 
anticipated economic downturn and 
reduced consumer and business spend, 
as an essential service the telecoms sector 
is a more defensive stock.

Given future uncertainties, we have 
stress-tested our balance sheet under 
various best-case and worst-case scenarios. 
We have further strengthened our balance 
sheet and are in a strong position to ensure 

business resilience. Our gearing is low, at 
0.7 times net debt (excluding leases) to 
EBITDA-aL, and we have limited debt 
repayments in the short term, with sufficient 
facilities to maintain liquidity. We have 
limited our foreign currency exposure, with 
90% of our debt base in rand. To protect 
against significant adverse interest 
movements, we have maintained a market-
neutral debt structure, with half of our debt 
‘floating’ in lower interest rates, and the 
other half in fixed debt. We have taken 
significant steps this year to further diversify 
our business from a more commodity-based 
telco, to a platform-based digital technology 
company with exciting new offerings and 
partnerships in financial services, IoT and 
digital content. As part of our pricing 
transformation strategy, we have recently 
made further significant reductions in data 
pricing, despite the absence of new 
spectrum. These reductions were possible 
given the elasticity we continue to see in the 
South African market. We believe we will see 
further acceleration of this elasticity as more 
people use data following the widespread 
digitisation prompted by COVID-19. 

Our Fit for growth cost-efficiency initiatives 
are well embedded in our operations and 
focused on delivering digital transformation 
of our business, providing the opportunity to 
employ short-term cost control as needed to 
improve business resilience. While we will 
continue to invest in our network, IT and new 
platforms such as financial services, we will 
be maintaining flexibility in relation to the 
amount of capital expenditure spent and the 
priorities we allocate it to considering the 
developments around us. 

Appreciation
As I announced in November 2019, I will be 
resigning from the Vodacom Group in June 
this year. It has been a remarkable six and a 
half years with Vodacom, and a privilege to 
be part of the executive team as we have 
worked to transform Vodacom from a telco 
into a purpose-led technology company.  
I would like to thank the Board and my 
colleagues across the Group for their support 
throughout these years, and I wish them all 
the very best in ensuring that Vodacom 
delivers on its purpose: to connect for a 
better future.

Till Streichert
Chief Financial Officer
2 June 2020

half of the year, as service revenue returned to 
solid growth. We recently extended and 
renegotiated our roaming agreement with 
Rain, which improves the cost of our capacity 
bought from Rain. On a normalised basis, 
EBITDA growth was flat, however, if we exclude 
the impacts of the Rain roaming agreement, 
BEE staff expenses of R226 million and the 
prior year revenue deferral release1 of 
R389 million, underlying EBITDA growth was 
2.2%. Our capital investment of R9.9 billion for 
the year included investments in maintaining 
network quality and resilience and enhancing 
our IT systems and Big Data platforms to 
deliver more services to the customer, ensure 
fraud prevention, and digitise the customer 
experience.

International operations – 
sustaining strong growth
The International operations once again 
delivered double-digit growth, with service 
revenue up 12.5% (7.1%) for the year, 
boosted by continuing strong performance 
from M-Pesa and data. The effective 
execution of our strategy to be the leading 
operator in all our operations is reflected in 
the 11.5% growth in customer numbers, up 
by four million to 38.6 million. Data services 
remain a key area of growth, with 2.3 million 
new customers added during this period, 
bringing the total to 20.0 million. M-Pesa 
customers increased by 9.2% to 14.7 million, 
while M-Pesa’s revenue grew 29.8% (22.7%*) 
to R4.0 billion, aided by the provision of 
new financial services across most markets, 
including the expansion of our lending 
products, such as Songesha in Tanzania. 
Our ability to further grow the M-Pesa 
offering was significantly boosted by the 
successful incorporation of our M-Pesa joint 
venture with Safaricom. This gives us the 
rights to use the M-Pesa brand and platform 
assets and positions the Group well to 
accelerate investment in M-Pesa and 
develop next-generation platforms. 

This year, EBITDA grew 9.4%* as margins 
improved 0.8ppts*, primarily driven by 
savings delivered through our Fit for growth 
programmes. Improvements in the second 
half of the year were slightly impaired by 
lower service revenue growth in Tanzania, 
higher compliance costs to accelerate 
customer registrations, and a 2G licence 
penalty in the DRC2. The combined costs 
amounted to R199 million. Capital 
investment this year was focused on 
expanding the M-Pesa ecosystem with 
new services, and widening our 4G and 3G 
network reach.

1. R389 million revenue deferral release in the prior year, of which R292 million related to Q2 and R97 million to Q4.
2.  Vodacom Congo resolved a dispute over a claim that its 2G licence was not properly renewed. Vodacom Congo paid US$6.9 million in penalties and administrative costs in 

return for the extension of our licence by an additional 10 years.




