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The Group performed well this 
year, supported mainly by 
strong growth in the 
International operations.  

Till  Streicher t

Growth in South Africa slowed, impacted by low GDP growth, 
constrained consumer spending and deliberate pricing 
transformation to lower the cost to communicate. Group 
revenue increased 3.2%* to R90.1 billion and operating profit 
increased by 7.4% to R24.5 billion, excluding the BEE costs. 
Safaricom contributed R2.8 billion to profit, after deducting the 
amortisation of fair valued assets. 

This year, we completed the largest-ever BEE ownership deal in 
the telecommunications sector, which resulted in the issue of 
114.5 million new shares at Group level, with a number of 
financial implications. We also adopted IFRS 15 – Revenue from 
Contracts with Customers, which impacted our reported 
numbers, previously based on IAS 18. The most significant 
impact was on total revenue and service revenue, both of which 
were R3.4 billion and R4.3 billion lower for the current year than 
under IAS 18; this is as a result of connection incentive 
commissions being recognised in service revenue and not 
expenses. Although we have adopted this accounting standard 
in line with the rest of the industry, the dynamics of the 
underlying business remain the same. However, some of our 
performance ratios that use revenue as a denominator are 
naturally affected.

South Africa delivering under economic 
uncertainty and regulatory effects
In South Africa, low economic growth, high unemployment and 
higher fuel and electricity prices contributed to low consumer 
confidence and reduced spending. Despite the challenging 
economic environment, service revenue increased 2.1% against 
a backdrop of deliberate pricing transformation, most notably in 
data. Our personalised offerings helped us to attract 1.5 million 
new customers, with 43.2 million customers now on our network.

Vodacom Business delivered good growth, with service revenue 
up 4.8% to R14.7 billion. Our fixed-line service revenue increased 
24.7%, underpinned by solid growth in connectivity, cloud and 
hosting and IPVPN revenues.

We are excited about the opportunities from our Financial 
services business, which has already contributed R1.6 billion of 
revenue, growing at 67.1%. Airtime Advance is now used by just 
under 10 million customers.

In March, we implemented the End-User and Subscriber Service 
Charter Regulations and went a step further by reducing 
out-of-bundle rates by as much as 50%, further reducing 
out-of-bundle revenues, which negatively impacted data revenue 
growth for the year. Going forward, I expect this to rebound as the 
underlying drivers of growth are healthy: data usage was up 35.6% 
in the year, and with less than half of our customers currently 
using data there remains significant further upside potential. 
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We have invested in enhancing our digital capabilities, utilising 
Big Data, Artificial Intelligence and Robotic Process Automation 
(RPA) to increase efficiency. We are finding smarter ways to work 
and invest, for example by using ‘smart capex’ technologies to 
improve decision-making RPA to automate mundane processes, 
and our chatbot ‘Tobi’ to currently process around 10 000 calls 
daily with no waiting time for our customers. 

International increasing momentum
The International operations achieved double-digit growth, 
accelerating delivery on the strategic focus areas of data 
monetisation and M-Pesa. The DRC benefited from a stable 
macroeconomic environment and peaceful elections. Tanzania 
continued to execute on their strategy, delivering strong growth 
despite intense competition. Mozambique performed 
exceptionally well during the year, particularly given the context 
of two cyclones that hit the country within six weeks of each 
other towards the end of the financial year. We mobilised efforts 
to restore communication services as quickly as possible, 
enabling customers to get in contact with affected family 
members and assisting with aid relief efforts. Lesotho was 
impacted by the macroeconomic effects from South Africa, as 
well as the VAT increase, but still managed to perform very well, 
and was the first country in Africa to have an operational 5G service.

We now have 4G in all our operations. We will be building on 
this benefit to drive data monetisation across our markets by 
further expanding our networks, increasing access to affordable 
smart devices, and providing more reasons to consume data 
through our content offerings and personalised pricing through 
‘Just for You’.

The strong momentum in M-Pesa resulted in M-Pesa revenue 
growing 32.2% to R3.1 billion; it now contributes 15.8% to 
International service revenue. We concentrated our efforts on 
growing the existing base and expanding the ecosystem beyond 
person-to-person money transfers to include innovative new 
products and services in enterprise, financial services and mobile 
commerce.

Cost optimisation through our ‘Fit for growth’ cost containment 
programme has enabled the International operations to maintain 
healthy margins, with significant savings achieved from reduced 
commission by selling airtime through M-Pesa, coupled with the 
benefits from network cost savings obtained through site sharing.

Safaricom
Safaricom reported solid growth despite macroeconomic 
pressures. Service revenue increased 7.0% and EBIT grew 13.1%, 
underpinned by strong growth of 7.7% to 31.9 million customers. 
M-Pesa revenue grew 19.2% and now contributes 31.2% to service 
revenue, up from 28.0% a year ago. Although data revenue growth 
was slightly softer at 6.4%, the opportunity exists for future growth 
by increasing penetration and usage of mobile data. 

Delivering shareholder returns in uncertain times
Emerging markets have been under pressure as a result of the 
US and China trade war and Brexit uncertainty. Coupled with the 
economic pressure and regulatory uncertainty in South Africa, 
this has negatively impacted investor sentiment, resulting in 
sell-offs in emerging market assets, with total shareholder return 
for the Group dropping 22.4% for the year. 

We increased the dividend available for distribution by 4.0%, 
which is pleasing. The dividend of 795 cents per share, however, 
is down year-on-year by 2.5% due to issuing 114.5 million shares 

as part of the BEE deal. Headline earnings per share (HEPS) 
decreased 6.6%. The main impacts of the BEE deal were from 
the inclusion of the non-cash non-recurring day one IFRS 2 
charge of R1.4 billion, as well as transaction and finance costs of 
R295 million. Excluding these costs HEPS increased 4.2%, 
boosted by Safaricom.

We have further strengthened our balance sheet by minimising 
the impact of foreign currency volatility by reducing our 
exposure to foreign currency debt, with 92% of our debt now 
denominated in South African rand. The BEE transaction 
increased the net debt to EBITDA slightly to 0.7 times, with 
enough room to leverage, should we require. 

We remain a major contributor to value creation in our countries 
of operation. This year we contributed R20.1 billion as a cash 
contribution to public finances.

Looking ahead
In a fast changing telecommunications landscape, where the 
boundaries between mobile and the wider digital ecosystem 
continue to shift, our Vision 2020 strategy has positioned us 
well, as we seek to diversify our business and keep ahead of the 
changes.

Our balance sheet remains strong, providing us with sufficient 
capacity to leverage and realise potential merger and acquisition 
opportunities to increase shareholder value. We are well placed 
to realise the benefits of Big Data and Artificial Intelligence, 
which are key to driving future growth and digital transformation. 
Through RPA, we will continue to look at ways to increase 
revenue, reduce costs, improve capital efficiency and improve 
customer experience.

We have adopted IFRS 16 from 1 April 2019, which will enhance 
transparency on the Company’s financial position and enhance 
comparability between companies that lease assets and 
companies that buy assets. As the adoption of IFRS 16 is yet to 
be concluded, we are providing a range in respect of the 
standard’s impact in our financial statements.

We have updated our medium-term targets, and now expect a 
mid-high single-digit growth rate in operating profit on average 
for the next three years. As this target is based on operating 
profit instead of EBIT, we also capture our share of the growing 
associate profits generated by Safaricom. We maintain Group 
service revenue growth at mid single-digit and increase Group 
capital intensity slightly from 13% to 14.5% of Group revenue to 
account for the change in revenue reporting under IFRS 15.

Safaricom has proposed an ordinary dividend of KES50.8 billion 
as well as a special dividend of KES24.84 billion for approval at 
the AGM in August. Vodacom’s share amounts to R2.3 billion and 
R1.1 billion respectively, net of withholding tax. The Board 
intends to distribute the special dividend, net of withholding tax, 
to shareholders at the interim results announcements later in 
the year.

In closing, I would like to thank the Board for their continued 
guidance throughout the year and look forward to transforming 
our company to deliver our purpose to connect for a better future. 

Till Streichert
Chief Financial Officer
31 May 2019
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