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WHAT WERE THE FEATURES OF THE GROUP’S 
PERFORMANCE IN FY2015?

A The Group delivered a solid performance in a very 
tough operating environment. In South Africa, the 50% 

cut in MTRs significantly affected us, with the weak economic 
environment and aggressive competition adding to the impact. 
Higher inflation and interest rates pushed costs up and the 
depreciation in the currency drove up expenses not denominated 
in rand and also resulted in trading foreign exchange losses. 
In Tanzania and the DRC, severe pricing pressures hampered 
our performance. 

Service revenue and revenue grew 0.2% (-1.0%*) and 2.1% 
(1.1%*) respectively. Excluding the impact of the major cut in 
MTRs, Group revenue was up 4.8% (3.7%**) and Group service 
revenue was 3.4% (2.2%**) higher. The Group EBITDA margin 
contracted by 1.3% to 34.8% and remained relatively flat at 
35.4%, excluding the MTR impact.

We invested over R13 billion  
in capex, representing 17.2% 

of our revenue. The increased 
capital intensity was in line with 

our three-year accelerated capex 
programme. This is focused on widening 

voice and data coverage and capacity, and 
continually improving network quality as a 

key differentiator. The investment programme, 
which is mostly debt financed, resulted in an 

increase in depreciation and finance charges.  
For the year, we updated our medium-term (three-year) capital 
intensity guidance to between 14% and 17% from 11% and 13%, 
with FY2015 the first year of higher investment.

Our net debt to EBITDA ratio remains low at 0.6 times, giving us 
sufficient capacity to finance our capex programme and to take 
advantage of any merger and acquisition opportunities.

In addition to investing significantly in the future growth of our 
business, we paid a final dividend per share of 400 cents taking 
our total dividend for the year to 775 cents. We continue to return 
cash to shareholders according to our dividend payout policy of at 
least 90% of HEPS.

WHAT WERE THE KEY ASPECTS OF EACH SEGMENT’S 
PERFORMANCE FOR THE YEAR?

A In South Africa, service revenue was down 2.7% on a 
reported basis due to a 4.2% drag from the impact of 

MTRs. Excluding the impact, service revenue grew 1.5%. 
Service revenue performance benefitted from a One-Off adjustment 
of R325 million in the first-half, relating to a change in the 
accounting estimate for revenue recognition of airtime vouchers 
and a consolidation in the second-half of XLink of R164 million. 

Data revenue grew 23.4% supported by more affordable devices, 
increased bundles sold and greater coverage. Data and equipment 
revenue was up strongly in the fourth quarter, each growing 
more than 30% compared to the same quarter in the prior year.  
Our low-cost smartphones and device financing programme 
underpinned this pleasing result. 

Excluding the impact of MTRs, which had a 5.3 ppt drag, 
EBITDA grew 4.2% and the margin expanded by 0.2 ppts to 37.6%. 
Including the MTR impact, EBITDA declined 1.1% with the EBITDA 
margin contracting slightly by 0.6 ppts to 36.8%.

Our International operations delivered service revenue growth 
of 10.0% (4.5%*). Mozambique and Lesotho performed very well, 
offset by Tanzania and the DRC, which experienced significant 
pricing pressure during the year. EBITDA declined 3.6% (-7.6%*) 
and the EBITDA margin contracted by 3.5 ppts to 26.1%, largely due 

Creating long-term 
shareholder value, which 

requires that we continue to deliver 
value to our customers, is an important 
consideration in allocating our capital 

efficiently. Our strong return on 
capital employed (‘ROCE’) is evidence 

of our efficient use of capital.  
We allocate our capital efficiently to 

projects that will create long-
term value for shareholders.
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to the R405 million write-off of current assets in the DRC. Excluding 
the One-Off impact of the write-off, EBITDA grew 5.9% (1.4%***) 
at an EBITDA margin of 28.6%. The International operations 
contributed 15.3% to Group EBITDA.

Strong performances from both segments in the fourth quarter 
indicate good momentum going into the next year. 

HOW WILL YOU MAINTAIN COST EFFICIENCY?

A It was especially important to maintain cost discipline in 
the year to help offset the impact of lower MTRs. Over the 

past four years, we’ve managed our costs very tightly in South 
Africa. In FY2015, we continued to scrutinise each line of opex to 
find opportunities to take out costs and increased our procurement 
through the Vodafone Procurement Company, which gives us the 
benefits of global purchasing power on network equipment, devices 
and opex. We also managed to lower transmission costs, with 81.3% 
of our transmission being self-provided, reduced publicity costs, 
rationalised our property portfolio and achieved savings in 
commissions. These cost savings helped us absorb cost increases 
due to higher network operating expenses, a trading foreign 
exchange loss and an increase in other operating costs due to 
the weaker rand. We will continue to manage costs tightly in the 
year ahead.

Over the medium-term we aim to keep cost growth lower than 
revenue growth. We will continue to look for opportunities to cut 
costs across all expense lines in each of our core mobile businesses. 
We will look closely at our acquisition and retention costs by 
ensuring our channels are optimised and our agreements are 
performance-based as they come up for renewal.

We’ve launched a project to optimise internal costs called 
“1000 Small Things”, which looks at simplifying our business 
through end-to-end process improvement and encouraging 
employees to develop savings initiatives. We will also continue to 
build our own transmission network and optimise network costs and 
channel costs, and consolidate more office buildings across regions.

Financial highlights
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Notes:
1. Total dividend declared for the year. 
*  Normalised growth adjusted for trading foreign exchange and at a constant 

currency (using current year as base) (collectively ‘foreign exchange’).
**  Growth adjusted for foreign exchange and the MTR impact in South Africa.
***  Growth adjusted for foreign exchange, the MTR impact in South Africa, the release 

of un-recharged vouchers due to a change in accounting estimate, service revenue 
impact R325 million and EBITDA impact R309 million and the consolidation 
of XLink effective 1 April 2014 (South Africa only), service revenue impact 
R164 million and EBITDA impact R79 million and the write-off of current assets 
(International only), EBITDA impact R405 million.

All growth rates quoted are year-on-year growth rates unless stated otherwise.
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WHAT ARE YOUR EXPECTATIONS FOR THE YEAR 
AHEAD?

A We faced many headwinds in our major markets 
in FY2015; however, looking forward, the improvement in 

the fourth quarter gives us cause for cautious optimism. 
Our medium-term (three-year) guidance remains unchanged 
at low single digit service revenue growth, mid single digit 
EBITDA growth and capex of between 14% to 17% of Group 
revenue. Our guidance excludes the impact of acquisitions. 

In South Africa the major impact of the cut in MTRs is now behind 
us. Our pricing transformation in our contract customer base is 
nearly complete, which should help to stabilise ARPUs.  

In our International operations, fourth quarter performance in 
Tanzania and the DRC also showed signs of improvement. In the 
DRC, all operators are adhering to the new price floor. In Tanzania,  
in the fourth quarter, we have reached the lapping effect of the 
initial price reductions.

In the three-year period starting in FY2016 we aim to drive the 
contributions of data and Enterprise revenue to 40% and 30% 
of Group service revenue respectively, with International and 
new services targeted to contribute 30% and 5% of Group 
service revenue respectively.

Ivan Dittrich
Chief Financial Officer

Q&A WITH THE CFO continued

WHAT ARE YOUR THOUGHTS ON CAPITAL 
ALLOCATION?

A Creating long-term shareholder value, which requires 
 that we continue to deliver value to our customers, is an 

important consideration in allocating our capital efficiently. 
Our strong ROCE is evidence of our efficient use of capital.  
We allocate our capital efficiently to projects that will create 
long-term value for shareholders.
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Moving into a three-year period of increased capital intensity 
will impact our return on capital in the short term, as was the 
case in FY2015. ROCE decreased to 45.4% from 60.2% in the prior 
year due to an increase in assets with a corresponding higher 
depreciation and interest charge. The effect is lower ROCE until 
the benefits of the increased investments start coming through 
in revenue and cost savings. We have already started to see the 
benefits of our accelerated capital investment programme in the 
fourth quarter, where data monetisation and efficiency improved 
with data revenue in South Africa increasing 31.0% and data traffic 
growing 47.5%. This was supported by the doubling of the number 
of LTE/4G sites to 2 600 and increasing 3G sites by 21.4% to 
8 802 sites.

Our efficient allocation of capital has enabled us to pay out over 
R45 605 million in dividends over the past five years, maintaining 
an average dividend yield of 6.3%, while our share price has risen 
138.7% over the same period.  


