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Operating highlights 
 
Total customers up 38.0% to 15.5 million 
 • Customers up 32.0% in South Africa to 12.8 milli on  
 • Customers up 54.0% in DRC to 1.0 million  
 • Customers up 75.6% in Tanzania to 1.2 million 
South African market share of 56% 
Vodafone strategic alliance announced in November 2 004 
First 3G network in South Africa launched in Decemb er 2004 
 
Financial highlights 
 
Revenue up 19.5% to R27.3 billion 
Profit from operations up 23.9% to R6.5 billion 
EBITDA up 23.6% to R9.6 billion 
EBITDA margin up 1.1% points to 35.1% 
Net profit up 27.2% to R3.9 billion 
Dividends up 61.9% to R3.4 billion 
 
Commentary 
 
The year under review 
We are pleased to present the Vodacom Group Annual Results for 2005 in what 
has once again been another outstanding year in the  history of Vodacom. Our 
strong financial performance is underpinned by exce llent growth in 
customers, improved market share, good growth in re venues and profits, 
strong free cash flows, and a continued improvement  in productivity.  
 
Vodacom South Africa has had an exceptional year in  terms of growth in 
customers, revenue, profit from operations and earn ings before interest, 
taxation, depreciation, amortisation and impairment  (EBITDA), all 
underpinned by a strategy of improving market share  through aggressive 
growth and retention initiatives. Trading condition s were favourable, with 
a growing customer market and low inflation and int erest rates in South 
Africa leading to customers having higher disposabl e income. As a result, 
Vodacom South Africa had a record 6.2 million gross  connections (2004: 5.0 
million), fuelling customer growth of 32.0% to a ba se of 12.8 million 
(2004: 9.7 million). Vodacom consequently saw an in crease in its market 
share to 56% (2004: 54%) at the end of the year. Th e estimated penetration 
of the South African population is 48.5% and furthe r growth can be expected 
given the robustness of the market and the strong e conomy. 
 
Vodacom’s expansion outside South Africa contribute d 8.3% (2004: 6.6%) to 
revenue and with 2.6 million customers (2004: 1.5 m illion), these 
operations constitute 17.1% of the total customer b ase (2004: 13.3%). All 
of Vodacom’s other African operations, with the exc eption of Vodacom 
Mozambique, are now profitable at the profit from o perations level. 
Mozambique remains a tough challenge, but we are co nfident that in the 
medium to long term it will also contribute to the overall growth of 
Vodacom. 



Performance 
The Group delivered a strong financial performance for the year ended March 
31, 2005. Growth has been driven by excellent perfo rmances from all the 
Group’s operations, with the exception of Mozambiqu e which remains in its 
start-up phase. 
 
Revenue continued its strong growth year on year, r eaching R27.3 billion 
(2004: R22.9 billion), a 19.5% increase over 2004. This increase was driven 
by customer growth and an improved market share. Vo dacom has experienced 
declining average revenue per user (ARPU), with a d ecrease in monthly ARPU 
in South Africa to R163 (2004: R177) as a result of  lower spending 
customers being connected and a change in the custo mer mix. Nevertheless, 
the continued improvement in productivity mitigates  against reducing ARPUs 
through the maintenance of ARPU margins. 
 
Vodacom currently has 15.5 million customers (2004:  11.2 million), an 
increase of 38.0% for the year. We remain the marke t leader in all the 
countries in which we operate, with the exception o f Mozambique. 
 
As a result of sound cost management, Vodacom has e nsured that its revenue 
growth has been translated into increased profits f rom operations, which 
increased 23.9% to R6.5 billion (2004: R5.2 billion ), exceeding the revenue 
growth of 19.5%. Vodacom’s EBITDA increased substan tially by 23.6% to R9.6 
billion (2004: R7.8 billion) and the EBITDA margin increased to 35.1% 
(2004: 34.0%).  
 
Strategic acquisitions 
There have been no acquisitions or investments in r espect of African based 
cellular networks. However, Vodacom continued acqui sitions in South Africa 
of businesses that are of strategic importance, inc luding the process of 
gaining control of its service provider channel. 
 
Regulatory 
In South Africa, Vodacom is preparing for a range o f new regulatory 
legislation such as the BEE ICT charter, number por tability, the 
Convergence Bill, and the Monitoring and Intercepti on Act, amongst others. 
These regulatory developments will lead to changes in the operating 
environment, and have an uncertain impact on busine ss. It is therefore 
critical that Vodacom remains innovative, pragmatic , vigilant, pro-active, 
and quick in its decision-making process so as to p rotect both the 
investment of its shareholders and its market share . In Vodacom’s other 
African operations the regulatory and fiscal enviro nment has been subjected 
to changes and challenges and it faces the test of continued management of 
these. 
 
We support the industry initiative to formalise a B EE charter for the ICT 
sector. The Group is well positioned to comply with  the ICT charter and it 
is committed to the transformation objectives of th e charter. 



Financial review 
 
The year under review 
The Vodacom Group achieved remarkable results in an  ever more competitive 
and demanding environment. Vodacom’s revenue increa sed by 19.5% to R27.3 
billion (2004: R22.9 billion) and the profit from o perations increased by 
23.9% to R6.5 billion (2004: R5.2 billion). Excludi ng the effects of 
Vodacom Mozambique, the profit from operations woul d have been R6.9 billion 
(2004: R5.3 billion), a 30.4% increase on the prior  year. EBITDA increased 
by 23.6% to R9.6 billion (2004: R7.8 billion) and, despite the impairment 
of assets in respect of Mozambique, net profit afte r taxation increased by 
27.2% to R3.9 billion (2004: R3.1 billion). South A frica constitutes the 
majority of Vodacom’s revenue at 91.7% (2004: 93.4% ), although the other 
African operations continue to improve their contri bution, increasing to 
8.3% (2004: 6.6%) of revenue. The growth in the Sou th African operations 
has been outstanding, fuelled by the favourable eco nomic conditions and 
strong consumer spending. 
 
Two significant events need to be taken into accoun t when analysing 
Vodacom’s results for the year ended March 31, 2005 . Firstly, with effect 
from April 1, 2004, Vodacom Congo meets the definit ion of a subsidiary 
because certain clauses granting the outside shareh olders participating 
rights have been removed from the shareholders agre ement. Consequently, it 
is now fully consolidated in the Group annual finan cial statements. Prior 
to this date, the Group proportionally consolidated  51% of the results of 
Vodacom Congo. Any comparison of consolidated numbe rs with prior periods 
will therefore be distorted since prior periods ref lect only the Group’s 
share of 51% of revenues, expenses, assets and liab ilities, whereas the 
current period reflects 100%. To facilitate a bette r comparison of numbers 
with prior periods, adjusted amounts have been pres ented in the segmented 
analyses below, which reflect 100% of Vodacom Congo  for the prior periods. 
Secondly, IAS 36 – Impairment of Assets (IAS 36), h as resulted in an 
impairment charge to the assets of Vodacom Mozambiq ue of R268 million. This 
has been reflected separately in the income stateme nt for the current year.  
 
The performance of the South African operations has  been impacted by a 
number of factors which taken together resulted in improved margins. The 
factors positively impacting on margins were the in clusion for the first 
full year of Smartphone SP (Proprietary) Limited an d Smartcom (Proprietary) 
Limited, as well as increased operational efficienc ies achieved from 
economies of scale. 
 
It should be noted that in South Africa, the equipm ent sales revenue in 
2004 and 2003 was restated by R623 million and R369  million, respectively, 
to eliminate revenue from handset sales to Vodacom’ s own distribution 
channel, as required by IFRS. The amounts have been  reallocated to other 
direct network operating costs in those years, and therefore have a nil 
effect on profit from operations and EBITDA, but ha ve increased the margins 
in the comparative years. 
 



Two factors have had a negative impact on margins. Firstly, incentives and 
discounts for the higher volume of gross contract c onnections increased 
28.0% year on year and has led to higher customer a cquisition costs and 
further margin pressure. Secondly, the continuing t rend of fixed-mobile 
substitution has seen Vodacom’s net interconnect re venue declining further 
because of increased interconnect costs. Interconne ct costs increased 
because the cost of terminating calls on other mobi le networks is much 
higher than the cost of terminating calls on Telkom ’s fixed-line network. 
Despite these factors, the Vodacom Group achieved s trong results in an ever 
more competitive environment. 
 
Key financial indicators 
 
Year ended March 31, 2001  2002  2003  2004  2005  
Profit from operations margin1 19.2%  22.4%  22.3%  22.9%  23.7%  
EBITDA margin 1 31.6%  35.2%  34.5%  34.0%  35.1%  
Net profit margin1 9.9%  14.7%  11.6%  13.4%  14.2%  
Net debt/EBITDA 63.1%  66.7%  36.5%  6.0% 4.4% 
Net debt/equity 75.4%  69.4%  35.8%  6.1% 5.4% 
Net debt/net tangible assets 99.0%  81.1%  38.4%  6.9% 6.1% 
Gross capital expenditure as % of 
revenue 1 

 
24.0%  

 
25.3%  

 
17.5%  

 
12.6%  

 
12.8%  

 
1 South African equipment sales revenue and operati ng costs have been 

restated in 2003 and 2004 by R369 million and R623 million, 
respectively, to eliminate revenue and costs relati ng to handset 
sales to Vodacom’s own distribution channel, as req uired by IFRS. 
Margins have been restated accordingly. The restate ment does not 
impact the Group’s results for the years ended Marc h 31, 2003 and 
2004. 

 
Revenue – geographical split 
 
 Rand millions % change 
Year ended March 31, 2003  2004  2005  04/03  05/04  
South Africa 1 18,175 21,350 25,041  17.5  17.3  
Tanzania 880 897 959  1.9  6.9  
DRC2 259 476 1,075  83.8  125.8  
Lesotho 96 119 137  24.0  15.1  
Mozambique – 13 103  – 692.3  
Revenue 19,4 10 22,855 27,315  17.7  19.5  
DRC (100%) 2 508  933  1,075  83.7  15.2  
Adjusted revenue 19,659  23,312  27,315  18.6  17.2  
 
1 South African equipment sales revenue has been re stated in 2003 and 

2004 by R369 million and R623 million, respectively , to eliminate 
revenue from handset sales to Vodacom’s own distrib ution channel, as 
required by IFR. Margins have been restated accordi ngly. 



2 During the years ended March 31, 2003 and 2004, 5 1% of Vodacom 
Congo was proportionally consolidated in the group financial 
statements. Effective April 1, 2004, Vodacom Congo is being fully 
consolidated as a subsidiary after certain clauses granting the 
outside shareholders participating rights have been  removed from the 
shareholders agreement. The adjusted revenue has be en adjusted to 
reflect 100% of Vodacom Congo’s revenue for the pri or periods for 
comparison purposes. 

 
Revenue 
Revenue increased 19.5% to R27.3 billion (2004: R22 .9 billion). The 
increase in revenues was primarily driven by strong  customer growth in all 
of Vodacom’s operations coupled with lower overall churn and the inclusion 
of 100% of Vodacom Congo’s results. However, the co ntribution of Vodacom’s 
other African operations has been negatively impact ed by the strong South 
African Rand. 
 
South Africa 
South Africa is by far the biggest contributor to V odacom’s revenue growth, 
accounting for 82.8% or R3.7 billion of the growth in revenue. Revenue from 
Vodacom’s South African operations increased by 17. 3% to R25.0 billion 
(2004: R21.4 billion), driven by the robust growth in customers in South 
Africa of 32.0% to 12.8 million customers (2004: 9. 7 million). Revenue 
growth was marginally diluted by declining ARPU, in  particular in respect 
of the connection of prepaid customers who are lowe r spending customers.  
 
The number of contract customers increased by 31.8%  to 1.9 million (2004: 
1.4 million) and the number of prepaid customers in creased by 32.1% to 10.9 
million as at March 31, 2005 (2004: 8.3 million). R evenue growth from 
contract customers was slightly inhibited by a redu ction in the average 
usage per customer to 226 monthly minutes (2004: 26 3), offset by standard 
tariff increases and increased value-added services  usage. South African 
contract ARPU decreased marginally by 1.6% to R624 per month (2004: R634) 
for the year ended March 31, 2005. 
 
Revenue growth from prepaid customers was negativel y impacted by a 
reduction in the average usage per customer to 52 m onthly minutes (2004: 
56), as a result of increased penetration into the lower spending prepaid 
customer market. Prepaid ARPU consequently decrease d by 13.3% to R78 (2004: 
R90) per month. Total blended ARPU decreased by 7.9 % to R163 per month 
(2004: R177). 
 
Other African countries 
Vodacom’s revenue from its other African operations  increased 51.1% to R2.3 
billion (2004: R1.5 billion) for the year ended Mar ch 31, 2005, 
contributing 8.3% (2004: 6.6%) to total revenue. Th e increase in revenue 
was driven by very strong customer growth, which mi tigated the effect of a 
declining ARPU and lower Rand-based revenues in the se countries, due to the 
strengthening of the South African Rand against the  US Dollar and Tanzanian 
Shilling, although it weakened against the Mozambiq ue Metical. 
 



Tanzania 
Vodacom Tanzania’s revenue increased by 6.9% to R1. 0 billion (2004: R0.9 
billion), driven primarily by the increase in the c ustomer base. The 
customer base at March 31, 2005 of 1.2 million (200 4: 0.7 million) 
represents a substantial increase of 75.6% on the p rior year, primarily 
achieved through increases in the prepaid customer base. The customer 
growth has been driven by sustained sales marketing  campaigns focused on 
customer acquisition and additional coverage. ARPU levels have decreased by 
36.7% to R81 (2004: R128), as a result of two tarif f reductions, which were 
necessitated by a competitive environment. In addit ion, regulatory 
intervention and substantially reducing interconnec t revenue also 
contributed to the lower ARPU. Vodacom Tanzania’s b illing currency is the 
Tanzanian Shilling, which was effective from April 1, 2004. Prior to this 
date, the billing currency was the US Dollar. 
 
In Tanzanian shilling terms, Vodacom Tanzania’s rev enue grew by 25.3% to 
TSH167.7 billion (2004: TSH133.5 billion) and Tanza nian shilling ARPUs 
decreased by 28.8% to TSH14,130 (2004: TSH19,850) p er month. 
 
Democratic Republic of Congo (DRC) 
Vodacom Congo’s revenue increased by 15.2% to R1.1 billion (2004: R0.9 
billion), driven by a 54.0% increase in customers t o 1.0 million (2004: 0.7 
million). However, due to the inclusion of 100% of Vodacom Congo’s results, 
effective April 1, 2004, the Group’s portion of the  revenue included in the 
results increased 125.8% from R476 million in 2004 to R1.1 billion in 2005. 
There has been pressure on ARPU which has declined 34.7% to R98 (2004: 
R150), principally due to the connection of lower s pending prepaid 
customers, coupled with the 32.9% devaluation of th e local currency against 
the US Dollar, which resulted in lower disposable U S Dollar incomes for 
customers. In US Dollar terms, Vodacom Congo’s reve nue grew by 32.3% to 
US$172 million (2004: US$130 million) and US Dollar -based ARPUs decreased 
by 23.8% to $16 (2004: $21) per month. 
 
Lesotho 
Vodacom Lesotho’s revenue increased by 15.1% to R13 7 million (2004: R119 
million), and its customer base increased by 83.8% to 147,000 customers 
(2004: 80,000). ARPU decreased by 26.4% to R92 (200 4: R125). Vodacom 
Lesotho’s billing currency is the Maloti, which is linked to the Rand on a 
1:1 basis.  
 
Mozambique 
Vodacom Mozambique’s revenue increased substantiall y to R103 million (2004: 
R13 million), in the company’s first full year of o peration. Its customer 
base increased 356.9% to 265,000 (2004: 58,000) cus tomers. With Vodacom 
Mozambique being the second entrant to the Mozambiq ue market it is 
connecting lower spending customers and as a result  ARPU has decreased 
52.7% to R52 (2004: R110), due to decreased custome r usage. Vodacom 
Mozambique’s billing currency is the Metical. In Me tical terms, Vodacom 
Mozambique’s revenue was MZM353.6 billion for the y ear ended March 31, 2005 
(2004: MZM49.5 billion) and Metical-based ARPU was MZM177,954 per month 
(2004: MZM425,511). 
 



Profit from operations 
Profit from operations increased by 23.9% to R6.5 b illion for the year 
ended March 31, 2005 (2004: R5.2 billion), fuelled by buoyant consumer 
spending and a low inflationary environment in Sout h Africa, and cost 
containment in all operations. Operating expenses i ncreased by 18.2% which 
was lower than revenue growth of 19.5%. This result ed in Vodacom’s profit 
from operations margin increasing to 23.7% (2004: 2 2.9%). The profit from 
operations was negatively impacted by losses in Moz ambique of R454 million 
including a R268 million impairment charge to Vodac om Mozambique’s assets, 
the high levels of contract customer connections in  South Africa, the 
implementation of a new Corporate Governance divisi on, costs associated 
with the Vodafone alliance and the implementation o f 3G and Vodafone live!. 
Excluding Vodacom Mozambique’s losses yields an ope rating profit margin of 
25.5% (2004: 23.3%), a substantial increase on the margin of the prior 
period. Operating profit margins in all other opera tions increased. 
 
Profit from operations – geographical split 
 
 Rand millions % change 
Year ended March 31, 2003  2004  2005  04/03  05/04  
South Africa excluding  
holding companies 1 

 
4,295  

 
5,282  

 
6,625  

 
23.0  

 
25.4  

Tanzania 178  135  183  (24.2)  35.6  
DRC2 (117)  10 50 108.5  400.0  
Lesotho 4 1 25 (75.0)  – 
Mozambique – (88)  (454)  – (415.9)  
Holding companies (33)  (105)  56 218.2  153.3  
Profit from operations 4,327  5,235  6,485  21.0  23.9  
DRC (100%) 2 (229)  20 50 108.6  155.0  
Adjusted profit from operations 4,215  5,245  6,485  24.4  23.6  
 
1 South African equipment sales revenue and operati ng costs have been 

restated in 2003 and 2004 by R369 million and R623 million, 
respectively, to eliminate revenue and costs relati ng to handset sales 
to Vodacom’s own distribution channel, as required by IFRS. Margins 
have been restated accordingly. The restatement doe s not impact the 
Group’s results for the years ended March 31, 2003 and 2004. 

2 During the years ended March 31, 2003 and 2004, 5 1% of Vodacom Congo 
was proportionally consolidated in the Group financ ial statements. 
Effective April 1, 2004, Vodacom Congo is being ful ly consolidated as 
a subsidiary after certain clauses granting the out side shareholders 
participating rights have been removed from the sha reholders 
agreement. The adjusted profit from operations has been adjusted to 
reflect 100% of Vodacom Congo’s profit/(loss) from operations for the 
prior periods for comparison purposes. 



South Africa 
Vodacom South Africa’s profit from operations incre ased by 25.4% to R6.6 
billion for the year (2004: R5.3 billion) and profi t from operations margin 
increased to 26.5% for 2005 (2004: 24.7%) despite m ore competitive 
operating conditions and increased interconnect cos ts due to the negative 
impact of the change in traffic mix. However, these  pressures were offset 
by the consolidation of a part of Vodacom’s distrib ution channel, including 
Smartcom and Smartcall. 
 
Operating expenses in South Africa grew by 14.6% ve rsus the revenue growth 
of 25.4%, resulting in the increased South African margin.  
 
Other African countries 
Tanzania 
Vodacom Tanzania’s profit from operations improved substantially by 35.6% 
to R183 million for the year (2004: R135 million), and operating profit 
margin increased to 19.1% (2004: 15.1%), despite pr essures from tariff 
reductions in response to the competitive market en vironment. The 
improvement in profit from operations was aided by sound cost management. 
 
DRC 
Vodacom Congo experienced excellent growth with pro fit from operations 
increasing 155.0% to R50 million for the year (2004 : R20 million) and 
operating profit margin increasing to 4.7% (2004: 2 .1%). The profit from 
operations has been negatively affected by higher d irect expenditure on the 
implementation of a new dealer incentive and discou nt scheme. The effect of 
this was mitigated by increased revenue. 
 
Lesotho 
Vodacom Lesotho’s profit from operations increased substantially to R25 
million for the year (2004: R1 million) and operati ng profit margin 
increased to 18.2%, despite an increase in terminat ion tariffs and 
increased interconnect expenditure on more calls to  South Africa. 
 
Mozambique 
Vodacom Mozambique’s loss from operations worsened to R454 million for the 
year (2004: R88 million loss), primarily due to an impairment charge of 
R268 million, and as a result of low spending custo mers leading to lower 
than expected revenue, offset by savings in respect  of operational and 
administrative expenses. Management expects Vodacom  Mozambique’s 
performance to improve going forward. 
 



The impairment of capital assets of R268 million wa s done in compliance 
with IAS 36, which requires Vodacom to recognise an  impairment loss to the 
extent that the carrying values of Vodacom Mozambiq ue assets exceed their 
recoverable amounts, which is defined as the higher  of the net present 
value of expected future cash flows and the fair va lue less cost of 
disposal. Vodacom Mozambique has consequently impai red the assets to their 
estimated fair value less cost of disposal, which w as R268 million less 
than the book values at March 31, 2005. The standar d requires expected 
future pre-tax cash flows to be discounted at a rat e commensurate with the 
riskiness of the assets producing the cash flows. B ecause of the high 
perceived risk of assets in Mozambique, this discou nt rate is relatively 
high. The high discount rate used, and the substant ial capital outlay 
required at the beginning of the project, resulted in the calculated net 
present value of expected future cash flows being l ower than the expected 
fair value less cost of disposal.  
 
Holding companies 
The holding companies have become profitable, with a profit from operations 
of R56 million (2004: R105 million loss), mainly as  a result of management 
and directors fees received from Vodacom Congo rela ting to the outside 
shareholder agreement of US$9 million, and revenue and costs relating to 
Nigeria which have not been repeated in the current  year. 
 
EBITDA – geographical split 
 
 Rand millions % change 
Year ended March 31, 2003  2004  2005  04/03  05/04  
South Africa excluding  
holding companies 1 

 
6,423  

 
7,536  

 
9,002  

 
17.3  

 
19.5  

Tanzania 333  278  345  (16.5)  24.1  
DRC2 (49)  97 252  298.0  159.8  
Lesotho 26 27 48 3.8  77.8  
Mozambique – (71)  (111)  – (56.3)  
Holding companies (30)  (100)  61 233.3  161.0  
EBITDA 6,703  7,767  9,597  15.9  23.6  
DRC (100%) 2 (96)  190  252  297.9  32.6  
Adjusted EBITDA 6,656  7,860  9,597  18.1  22.1  
 
1 South African equipment sales revenue and operati ng costs have been 

restated in 2003 and 2004 by R369 million and R623 million, 
respectively, to eliminate revenue and costs relati ng to handset sales 
to Vodacom’s own distribution channel, as required by IFRS. Margins 
have been restated accordingly. The restatement doe s not impact the 
Group’s results for the years ended March 31, 2003 and 2004. 

2 During the years ended March 31, 2003 and 2004, 5 1% of Vodacom Congo 
was proportionally consolidated in the Group financ ial statements. 
Effective April 1, 2004, Vodacom Congo is being ful ly consolidated as 
a subsidiary after certain clauses granting the out side shareholders 
participating rights have been removed from the sha reholders 
agreement. The adjusted EBITDA has been adjusted to  reflect 100% of 
Vodacom Congo’s EBITDA for the prior periods for co mparison purposes. 



EBITDA 
EBITDA increased by 23.6% to R9.6 billion (2003: R7 .8 billion) for the year 
ended March 31, 2005, with Vodacom’s other African operations contributing 
5.6% (2004: 4.3%). Vodacom’s EBITDA margin increase d to 35.1% (2004: 
34.0%).  
 
The satisfactory improvement in the EBITDA margin i s the result of lower 
prepaid acquisition costs and lower contract retent ion costs in South 
Africa, the consolidation of Smartcom and Smartcall , savings in 
distribution expenses and operational improvement o f all productivity 
ratios. A healthy increase in on-net traffic also c ontributed favourably to 
profit margins. The margin improvement was further helped by increased 
EBITDA margins in all of Vodacom’s other African op erations. Vodacom 
Mozambique, in its first full year of operation, sh owed a decline in EBITDA 
to a negative EBITDA of R111 million (2004: R71 mil lion negative EBITDA), 
due to low ARPUs and a competitive environment. Exc luding the impact of 
sales of low margin cellular phone and equipment sa les, Vodacom Group’s 
EBITDA margin was 40.2% (2004: 38.0%). 
 
Revenue 
Revenue composition 
 
 Rand millions % of total % change 
Year ended 
March 31, 

 
2003  

 
2004  

 
2005  

 
2003  

 
2004  

 
2005  

 
04/03  

 
05/04  

Airtime, 
connection and 
access 

 
 

10,647 

 
 

12,738 

 
 

16,191  

 
 

54.8  

 
 

55.7  

 
 

59.4  

 
 

19.6  

 
 

27.1  
Data revenue 654 1,039 1,340  3.4  4.5  4.9  58.9  29.0  
Interconnection  5,309 5,785 5,924  27.4  25.3  21.7  9.0  2.4  
Equipment 
sales 1 

 
1,895  

 
2,275  

 
2,687  

 
9.8  

 
10.0  

 
9.8  

 
20.1  

 
18.1  

International 
airtime 

 
539 

 
659 

 
887  

 
2.8  

 
2.9  

 
3.2  

 
22.3  

 
34.6  

Other sales and 
services 

 
366 

 
359 

 
286  

 
1.9  

 
1.6  

 
1.0  

 
(1.9)  

 
(20.3)  

Revenue 19,410  22,855  27,315  100.0  100.0  100.0  17.7  19.5  
 
1 South African equipment sales revenue has been re stated in 2003 and 

2004 by R369 million and R623 million, respectively , to eliminate 
revenue from handset sales to Vodacom’s own distrib ution channel, as 
required by IFRS. Margins have been restated accord ingly. 

 



Airtime, connection and access 
Vodacom’s airtime, connection and access revenue in creased 27.1% to R16.2 
billion (2004: R12.7 billion) during the year ended  March 31, 2005, 
primarily due to the increase in the number of cust omers, as well as the 
100% consolidation of Vodacom Congo from April 1, 2 004, offset by declining 
ARPUs in all operations.  
 
Total customers increased 38.0% to 15.5 million (20 04: 11.2 million), 
primarily due to strong prepaid customer growth in operations. In South 
Africa, gross contract connections of 610,000 (2004 : 377,000) exceeded the 
prior year connections by 61.8%. South African APRU  decreased 7.9% to R163 
(2004: R177) due to the strong increase in prepaid customers and lower 
usage by the new connections. 
 
Data revenue – geographical split 
 
 Rand millions % of total % change 
Year ended 
March 31, 

 
2003  

 
2004  

 
2005  

 
2003  

 
2004  

 
2005  

 
04/03  

 
05/04  

South 
Africa 

 
581 

 
943 

 
1,246  

 
88.8  

 
90.8  

 
93.0  

 
62.3  

 
32.1  

Tanzania 71 91 74 10.9  8.8  5.5  28.2  (18.7)  
DRC – – 9 – – 0.7  – – 
Lesotho 2 5 9 0.3  0.4  0.7  150.0  80.0  
Mozambique  – – 2 – – 0.1  – – 
Data 
revenue 

 
654 

 
1,039 

 
1,340  

 
100.0  

 
100.0  

 
100.0  

 
58.9  

 
29.1  

 
Data revenue 
Vodacom’s data revenue increased 29.1% to R1.3 bill ion (2004: R1.0 
billion), mainly due to growth in SMS traffic, as w ell as increased usage 
and popularity of other data products. 
 
The contribution to data revenue from other African  operations declined 
from 9.2% to 7.0%. New data revenues from Vodacom C ongo and an increase in 
Vodacom Lesotho data revenues were offset by a decr ease of 18.7% in Vodacom 
Tanzania data revenues, which was adversely affecte d by aggressive pricing 
by competitors. Vodacom Tanzania has subsequently m atched the competitors’ 
lower tariffs, which has resulted in increased usag e, with data revenue 
stabilising at a lower level.  
 
Vodacom transmitted 2.4 billion SMSs (2004: 2.0 bil lion) over its South 
African network during the year ended March 31, 200 5, up 25.2% from 2004. 
The number of active MMS users on the network as at  March 31, 2005 was 
328,974 (2004: 61,374), sending an average of 811,2 70 messages (2004: 
165,951) per month. The number of active GPRS users  on the network was 
579,581 (2004: 100,128). In respect of 3G services,  the number of active 3G 
users on the network as at March 31, 2005 was 10,85 3 and the number of 
active Mobile Connect Card users on the network as at March 31, 2005 was 
5,105. 
 



Interconnection 
Vodacom’s interconnection revenue increased by only  2.4% during the year to 
R5.9 billion (2004: R5.8 billion) primarily due to little growth in fixed 
to mobile traffic. 
 
In South Africa, the growth in interconnection reve nue was negatively 
affected by a 0.5% decline in the traffic originati ng from Telkom and 
terminating on Vodacom’s network caused by the chan ging call patterns of 
cellular users through fixed-mobile substitution. 
 
Equipment sales 
Vodacom’s revenue from equipment sales increased by  18.1% to R2.7 billion 
(2004: R2.3 billion) during the year. Equipment sal es was restated in 2004 
and 2003 by R623 million and R369 million, respecti vely, as noted earlier 
in this report. In South Africa, handset sales incr eased 14% to 2.4 million 
units (2004: 2.0 million). The growth in equipment unit sales was primarily 
due to growth of Vodacom’s customer base and the co ntinued uptake of new 
handsets in South Africa fuelled by Vodacom’s succe ssful strategic drive to 
increase access in the robust South African market.  Sales were further 
driven by cheaper Rand-prices of new handsets coupl ed with the added 
functionality of the new phones, based on new techn ologies such as camera 
phones and colour screens. 
 
International airtime 
International airtime revenues are predominantly fr om international calls 
by Vodacom customers, roaming revenue from Vodacom’ s customers making and 
receiving calls while abroad, and revenue from inte rnational customers 
roaming on Vodacom’s networks. International airtim e increased 34.6% to 
R887 million (2004: R659 million) for the year ende d March 31, 2005, 
primarily as a result of healthy increases in inter national airtime from 
Vodacom Congo and Vodacom South Africa, as well as an increase in roaming 
partners. The increase in South African internation al airtime was offset to 
a degree by the strengthening of the Rand against t he trade-weighted basket 
of international currencies during 2005. 
 
Other sales and services 
Revenue from other sales and services includes reve nue from non–core 
operations such as income from Vodacom’s cell capti ve insurance scheme. 
Revenue decreased by 20.3% to R286 million (2004: R 359 million), primarily 
as a result of the reallocation of value-added serv ices revenue, which was 
previously included under other sales and services,  to airtime connection 
and access. The decrease was offset marginally by o ther sales and services 
revenue received in Smartcom (Proprietary) Limited.  
 
Operating expenses 
Operating expenses included the effect of the first  full year of 
consolidating Smartcall (Proprietary) Limited, Smar tcom (Proprietary) 
Limited and Vodacom Mozambique, as well as includin g 100% of Vodacom Congo, 
compared to 51% in the prior year. 
 



Depreciation, amortisation and impairment 
Vodacom’s depreciation, amortisation and impairment  increased by 22.9% to 
R3.1 billion in the year ended March 31, 2005 (2004 : R2.5 billion). The 
biggest contributing factor to this increase was th e impairment of Vodacom 
Mozambique’s assets which amounted to R268 million,  and which has been 
reflected as a separate line item in the income sta tement in terms of IAS 
36. The increase in the depreciation and amortisati on would have been 12.3% 
if the Mozambique impairment was excluded. 
 
Although Vodacom’s biggest capital investments have  already been made in 
South Africa, the aggressive roll-out of infrastruc ture, in particular with 
the introduction of 3G, and the amortisation of int angible assets in 
Smartcall, has caused an increase in South African depreciation and 
amortisation. The continued strengthening of the Ra nd against most other 
currencies again resulted in depreciation on foreig n-denominated capital 
expenditure in Vodacom’s other African operations b eing translated at a 
lower exchange rate than in the past, which resulte d in only a marginal 
increase in depreciation and amortisation in Vodaco m’s other African 
operations, despite increased capital expenditure. A comparison of the 
exchange rates applicable to Vodacom is presented u nder the section 
“Financial instruments and risk management”. 
 
Payments to other network operators 
Vodacom’s payments to other network operators incre ased by 22.1% to R3.7 
billion in 2005 (2004: R3.0 billion) as a result of  an increased amount of 
outgoing traffic terminating on other cellular netw orks, rather than on 
fixed-line networks. As the cost of terminating cal ls on other cellular 
networks is materially higher than calls terminatin g on fixed-line 
networks, and as mobile substitution increases with  the growing number of 
total mobile users in South Africa, interconnection  charges will continue 
to increase, putting pressure on margins. 
 
Operating expenses composition 
 
 Rand millions % change 
Year ended March 31, 2003  2004  2005  04/03  05/04  
Depreciation, impairment       
and amortisation 2,376 2,532  3,112 6.6  22.9  
Payments to other network 
operators 

2,217 2,990  3,652 34.9  22.1  

Other direct network operating 
costs 1, 2  

8,274 9,440  10,962 14.1  16.1  

Staff expenses 1,019 1,332  1,653 30.7  24.1  
Marketing and advertising 653 702  767 7.5  9.3  
General administration expenses  612 682  748 11.4  9.7  
Other operating income (68) (58)  (64)  (14.7)  10.3  
Operating expenses 15,083  17,620  20,830 16.8  18.2  
 



1 Direct network operating costs excluding payments  to other operators. 
2 South African equipment sales revenue and operati ng costs have been 

restated in 2003 and 2004 by R369 million and R623 million, 
respectively, to eliminate revenue and costs relati ng to handset sales 
to Vodacom’s own distribution channel, as required by IFRS. Margins 
have been restated accordingly. The restatement doe s not impact the 
Group’s results for the years ended March 31, 2003 and 2004. 

 
Other direct network operating costs 
Other direct network expenses increased 16.1% to R1 1.0 billion  
(2004: R9.4 billion) in the year ended March 31, 20 05. The low growth in 
direct network operating expenses was achieved due to lower prepaid 
acquisition costs, lower cost of retention, as well  as the positive impact 
of the strong Rand on the translation of foreign cu rrency denominated 
expenses. 
 
Other direct network operating costs include the co st to connect customers 
onto the network which are incurred to support grow th in the customer base, 
as well as other direct network expenses such as co st of goods sold, 
commissions, customer retention expenses, regulator y and licence fees, 
distribution expenses and site and maintenance cost s. 
 
Staff expenses 
Staff expenses increased by 24.1% in the year ended  March 31, 2005 to R1.7 
billion (2004: R1.3 billion) primarily as a result of an increase in 
headcount of 8.3% in 2005 to support the growth in operations, as well as 
an average Group–wide salary increase of approximat ely 8.0%. Staff expenses 
also increased further due to a higher deferred bon us incentive accrual 
brought about by Vodacom’s increased profits.  
 
Vodacom’s staff expenses include fees to directors,  secondment fees and 
expenses raised in connection with our deferred bon us incentive scheme. 
 
Total headcount in Vodacom’s South African operatio ns increased by 2.8% to 
3,954 employees (2004: 3,848). Total headcount in o ur other African 
operations increased by a significant 36.5% to 1,03 9 employees (2004: 761) 
to meet the demands of the rapid expansion of these  operations. Employee 
productivity has improved in all of Vodacom’s opera tions, as measured by 
customers per employee, improving by 22.7% to 2,986  customers per employee 
(2004: 2,434), which includes 4,993 Group employees  and 191 outsourced 
customer care employees in South Africa. Excluding the outsourced 
employees, the Group customers per employee is 3,10 1. 
 
Marketing and advertising 
Marketing and advertising expenses increased by 9.3 % in 2005 to R767 
million, (2004: R702 million) driven mainly by an a mplified marketing drive 
in South Africa, in particular in connection with t he Vodafone alliance and 
the launch of 3G, BlackBerry® and Vodafone live!, c oupled with the 
marketing expenses related to establishing Vodacom Mozambique. 
 



General administration expenses 
General administration expenses increased by 9.7% t o R748 million  
(2004:R682 million), where the increase was mitigat ed by the effect of a 
strong Rand and improvements in productivity. Gener al administration 
expenses comprise a number of expenses including ac commodation, information 
technology costs, office administration, consultant  expenses, social 
economic investment and insurance.  
 
Other operating income 
Other operating income increased 10.3% to R64 milli on (2004: R58 million). 
Other operating income comprises income that Vodaco m does not view as part 
of its core activities, such as risk management ser vices, consultant cost 
recoveries, franchise fees, and the recovery of cos ts relating to Nigeria, 
and is therefore shown separately. 
 
Capital expenditure 
The total cumulative capital expenditure of the Gro up at March 31, 2004 
increased by 18.2% to R24.4 billion (2004: R20.7 bi llion). The Group 
invested R3.5 billion (2004: R2.9 billion) in prope rty, plant and 
equipment, of which R3.4 billion (2004: R2.8 billio n) was for cellular 
network infrastructure and related information tech nology and billing 
systems.  
 
It is Vodacom’s policy to hedge all foreign denomin ated commitments from 
South Africa; however, Vodacom does not qualify for  hedge accounting in 
terms of IAS 39 and therefore all capital expenditu re in South Africa is 
recorded at the exchange rate ruling at the date of  acceptance of the 
equipment. Capital expenditure of Vodacom’s other A frican operations is 
translated at the average exchange rate of the Rand  against the operation’s 
reporting currency for the period, while closing ca pital expenditure is 
translated at the closing exchange rate of the Rand  against the reporting 
currency. For this reason Vodacom’s capital expendi ture in any given year 
cannot be properly evaluated without taking the exc hange rate movements 
against the Rand into account, which are shown unde r the section “Financial 
instruments and risk management”. 
 
Vodacom (Proprietary) Limited, the subsidiary that owns the South African 
cellular operator licence, had a capital expenditur e per customer of R1,471 
(2004: R1,720) as at March 31, 2005, which is once again at its lowest 
level ever. Despite the African expansion, gross ca pital expenditure as a 
percentage of revenue was only 12.8% in 2005 (2004:  12.6%). 



Capital expenditure additions – geographical split 
 
 Rand millions % of total % change 
Year ended 
March 31, 

2003  2004  2005  2003  2004  2005  04/03  05/04  

South 
Africa 
excluding 
holding 
companies 

 
 
 
 

2,482 

 
 
 
 

1,654 

 
 
 
 

2,777  

 
 
 
 

73.0  

 
 
 
 

57.3  

 
 
 
 

79.5  

 
 
 
 

(33.4)  

 
 
 

67.9  

Tanzania 323 351 234  9.5  12.1  6.7  8.7  (33.3)  
DRC1 516 395 335  15.2  13.7  9.6  (23.4)  (15.2)  
Lesotho 72 7 10 2.1  0.3  0.3  (90.3)  42.9  
Mozambique –  478 115  – 16.5  3.3  – (75.9)  
Holding 
companies 

 
6 

 
6 

 
23 

 
0.2  

 
0.2  

 
0.6  

 
– 

 
283.3  

Capital 
expenditure 
for the 
year 

 
 
 

3,399 

 
 
 

2,891 

 
 
 

3,494  

 
 
 

100.0  

 
 
 

100.0  

 
 
 

100.0  

 
 
 

(14.9)  

 
 
 

20.9  
DRC (100%) 1 1,012  775  335  26.0  23.7  9.6  (23.4)  (56.8)  
Adjusted 
capital 
expenditure 

 
 

3,895  

 
 

3,271  

 
 

3,494  

 
 

100.0  

 
 

100.0  

 
 

100.0  

 
 

(16.0)  

 
 

6.8  
 
Cumulative capital expenditure – geographical split  
 
Year ended March 31, 2004 2005 
 R billion Foreign R billion Foreign 
South Africa 18.2 18.2 20.3 20.3 
Tanzania (Foreign: TSH 
billion) 

1.1 201.0 1.4 240.1 

DRC (Foreign: US$ million) 1 0.7 114 1.8 281 
Lesotho (Foreign: Maloti 
million) 

0.2 201 0.2 211 

Mozambique (Foreign: MZM 
billion) 

0.5 1,785.6 0.7 2,173.7 

Cumulative capital 
expenditure 

20.7 – 24.4 – 

DRC (100%) (Foreign: US$ 
million) 1 

1.4 227 1.8 281 

Adjusted cumulative capital 
expenditure 

21.4 – 24.4 – 

 
1 During the years ended March 31, 2003 and 2004, 5 1% of Vodacom Congo 

was proportionally consolidated in the Group financ ial statements. 
Effective April 1, 2004, Vodacom Congo is being ful ly consolidated as 
a subsidiary after certain clauses granting the out side shareholders 
participating rights have been removed from the sha reholders 
agreement. The adjusted capital expenditure has bee n adjusted to 
reflect 100% of Vodacom Congo’s capital expenditure  for the prior 
periods for comparison purposes. 



Financial structure and funding 
Vodacom’s consolidated net debt position has decrea sed to R426 million as 
at March 31, 2005 (2004: R463 million), despite the  inclusion of 100% of 
Vodacom Congo’s debt, compared to 51% in the prior year. The Group’s net 
debt to EBITDA ratio was 4.4% as at March 31, 2005 (2004: 6.0%). Vodacom’s 
net debt to equity ratio improved to 5.4% at March 31, 2005, (2004: 6.1%). 
However, the final dividend of R1.8 billion, which was paid on April 1, 
2005, should be taken into account when evaluating the net debt to equity 
ratio. In addition, in terms of covenant calculatio ns intangible assets are 
excluded from the calculation. If the shareholders for dividends is 
included in, and intangible assets are excluded fro m, the calculation, the 
net debt to equity ratio at March 31, 2005, increas es to 31.7% (2004: 
29.5%). 
 
A medium term loan of R1,129 million (US$180.0 mill ion) was obtained for 
Vodacom Congo during the year, which is collaterali sed by guarantees 
provided by the Group. This loan replaced Vodacom G roup’s share of extended 
credit facilities relating to Vodacom Congo of R312 .2 million (US$16.3 
million) and R310.1 million (E38.8 million), which was repaid during the 
year. For further details refer to Note 18 of the a nnual financial 
statements. 
 
Summary of net debt and maturity profile 
 
 Repayment of 2005 debt 
Year ended March 31,  2004 2005 2006 2007 2008  2009 2010 2011 
Finance leases         
South Africa 886  858  51 79 114  194  98 322  
Funding loans         
Vodacom Tanzania 
shareholder and 
project  

        

finance loans 426  369  92 104  89 – 84 – 
Vodacom Congo medium 
term loan1 

– 1,129  – 1,129  – – – – 

Vodacom Congo 
extended and 
revolving  

        

credit facilities1 626  6 6 – – – – – 
Vodacom Congo 
preference share 
liability1 

119  232  232  – – – – – 

Vodacom Lesotho 
minority 
shareholders’ loan 

4 4 4 – – – – – 

Other –  1 1 – – – – – 
Debt excluding bank 
overdrafts 

2,061  2,599  386  1,312  203  194  182  322  

Less: Net bank and 
cash balances 

(1,598)  (2,173)        

Net debt 463  426        
Vodacom Congo (100%)  1,435  1,378        
Adjusted net debt 1,167  426        
 



1 During the years ended March 31, 2003 and 2004, 5 1% of Vodacom 
Congo was proportionally consolidated in the Group financial 
statements. Effective April 1, 2004, Vodacom Congo is being fully 
consolidated as a subsidiary after certain clauses granting the 
outside shareholders participating rights have been  removed from 
the shareholders agreement. The adjusted capital ex penditure has 
been adjusted to reflect 100% of Vodacom Congo’s ca pital 
expenditure for the prior periods for comparison pu rposes. 

 
Funding sources 
Vodacom’s ongoing objective is to fund all its othe r African operations by 
means of project finance, structured such that ther e is no recourse to our 
South African operations. Strong South African cash  flows would therefore 
principally be utilised to pay dividends and make n ew, growth enhancing 
investments. We utilise own funds and Group support ed funding structures, 
subject to South African Reserve Bank approval, to fund offshore 
investments in the initial stages of the investment , until the project is 
able to support project funding.  
 
While we have project funding in place for our Tanz ania investment, at this 
stage Vodacom Congo and Vodacom Mozambique are stil l substantially 
dependent on funding from South Africa. These opera tions are funded by a 
mix of market priced direct loans as well as securi ty to facilitate their 
own credit lines. Vodacom Lesotho repaid its shareh older loans during the 
year. 
 
In South Africa, debt consists of finance lease lia bilities of R858 million 
(2004: R886 million) and net positive bank balances  of R2.0 billion (2004: 
R1.4 billion) held principally on money market at v ariable rates. Vodacom 
has funded all of its major properties by way of fi nance leases.  
 
Financial instruments and risk management 
Subject to central bank regulations in the various countries, and the local 
market condition restrictions, Vodacom actively man ages foreign currency 
risk, interest rate risk, credit risk and liquidity  risk on an ongoing 
basis. Management believes that Vodacom’s procedure s are adequate for the 
organisation. The Group’s risk management procedure s are described fully in 
Note 41 of the Group’s annual financial statements.  
 
Foreign exchange rates 
 
 Rand exchange rate % change 
Year ended March 31, 2003  2004  2005  04/03  05/04  
US Dollar      
Average 9.81  7.17  6.24  26.9  13.0  
Closing 7.97  6.32  6.27  20.7  0.8  
Tanzanian Shilling      
Average 129.00  163.31  175.01  26.6  7.2  
Closing 129.11  174.19  176.68  34.9  1.4  
Mozambique Metical      
Average – 3,734.52  3,418.17  – (8.5)  
Closing – 3,745.36  3,122.82  – (16.6)  
 



Taxation 
The taxation expense increased 51.5% to R2.6 billio n (2004: 1.7 billion) 
for the year ended March 31, 2005, mainly due to a significant increase in 
secondary taxation on companies (STC) paid on highe r dividends, as well as 
higher South African normal tax. Vodacom’s effectiv e tax rate increased to 
40.2% (2004: 36.1%), with STC increasing Vodacom’s effective tax rate by 
6.6% (2004: 5.5%). Furthermore, no deferred tax ass et was raised in respect 
of Vodacom Mozambique’s impairment of assets, resul ting in a higher 
effective tax rate. 
 
Shareholder distributions 
Dividends for the 2005 financial year totalled R3.4  billion (2004: 2.1 
billion) an increase of 61.9%. One of the largest d ividends paid by a South 
African company to date. In 2004, shareholder distr ibutions included R47 
million of shareholder interest, which is not repea ted in 2005 as 
shareholder loans have been repaid.  
 
Cash flow 
The Group had a positive free cash flow before shar eholder distributions 
and financing activities of R3.9 billion (2004: R3. 0 billion), an increase 
of 27.6%, mainly due to the greater cash generation  from operations. Free 
cash flow growth was negatively impacted by an incr ease in taxation paid of 
87.5% to R2.7 billion (2004: R1.5 billion) on incre ased profits and STC on 
increased dividends, an increase in cash utilised i n investing activities 
of 12.5% to R3.4 billion (2004: R3.0 billion). Thes e factors were partially 
offset by an increase in cash generated from operat ions of 31.8% to R10.0 
billion (2004: R7.6 billion).  
 
Conclusion 
The Vodacom Group has performed well in an evolving  and competitive African 
market. The performance of the South African market  continues to be robust 
and management believes that a lot of growth can st ill be extracted from 
it. The strong cash generation ability of Vodacom’s  South African 
operations ensured that its consolidated balance sh eet remained sturdy, 
even after paying out substantial dividends to its shareholders and funding 
the investments in Mozambique and the DRC. Vodacom continues to be 
confident of its success in all of its operations d espite a challenging 
competitive and regulatory environment. In South Af rica, Vodacom intends to 
position itself strategically to minimise any negat ive impact from the 
pending deregulation of the South African market an d to seize any 
opportunities that may emerge. With its strong bran d and robust balance 
sheet, the Group is well positioned to capitalise o n investment and growth 
opportunities. 



Vodacom South Africa review 
 
Customers and traffic 
Customer growth and connections 
The South African customer base continued to grow t his year, showing the 
market is larger than previously forecast. Total cu stomers increased by 
32.0% to 12.8 million (2004: 9.7 million) with the majority of the growth 
coming from the prepaid market. The number of prepa id customers increased 
by 32.1% to 10.9 million, while the number of contr act customers increased 
by 31.8% to 1.9 million. However, despite the incre ase in contract 
customers Vodacom has seen a decrease in connection  incentive levels in the 
market. The strong growth in customers was a direct  result of the 
remarkable number of gross connections achieved, wi th continued levels of 
handset support to service providers in respect of the contract base, 
coupled with decreased churn in the contract and pr epaid bases. 
 
Contract gross connections increased by 61.8% to 61 0,000 (2004: 377,000), 
while prepaid gross connections increased 20.6% to 5.6 million (2004: 4.6 
million), bringing the total number of connections for the year to 6.2 
million (2004: 5.0 million). The growth in the cont ract connections was 
largely due to the increased connections in the hyb rid product, Family Top 
Up, in which the customer signs up for a 24 month a irtime contract and 
receives a monthly amount of airtime after which he  is able to recharge 
using prepaid vouchers. This product, allowing the customer to control his 
spend, has been particularly popular in the youth m arket. 
 
The year under review was another year of records i n South Africa with 
715,000 prepaid gross connections achieved in Decem ber 2004, the highest 
ever monthly figure and 22.3% more than the previou s record of December 
2003. Contract gross connections of 61,000 achieved  in December 2004, was 
also the highest ever, 31.3% higher than the previo usly reported record of 
March 2004. 
 
Loyalty and retention programmes continue to play a n integral role in 
achieving the strategy of retaining market share an d attracting new 
customers. 
 
ARPU 
The developing market through the prepaid service c ontinued to drive market 
penetration in 2005 and made up 90.1% (2004: 92.4%)  of all gross 
connections. During the period under review, ARPU d ecreased to R163 per 
month (2004: R177) due to the continued dilution of  ARPU caused by the 
higher proportion of lower ARPU prepaid connections  and lower usage as the 
lower end of the market is penetrated.  
 
Contract customer ARPU has decreased by 1.6% to R62 4. The main contributing 
factor to this decrease has been the high growth in  the low end hybrid, 
Family Top Up. The prepaid customer ARPU decreased by 13.3% to R78  
(2004: R90) per customer per month. 
 



Community services ARPU increased by 7.7% to R2,321  (2004: R2,155) due to 
tariff increases coupled with stable usage patterns . One community services 
phone is equivalent to approximately 45 prepaid cus tomers on an outgoing 
revenue basis and nearly 128 on an outgoing usage b asis, due to the 
subsidisation of community service tariffs. 
 
Churn  
The cost to acquire contract customers in a highly developed market is 
high. Vodacom has therefore implemented upgrade and  retention policies over 
the last couple of years. Through the continued hig h level of handset 
support to service providers, Vodacom has ensured t he decrease in contract 
churn to the lowest level in our history of 9.1% in  2005 (2004: 10.1%). 
 
The developing prepaid market is characterised by l ow acquisition costs due 
to the flexibility required by this market to acces s our services. The 
decrease in prepaid churn experienced during the ye ar under review to 30.3% 
(2004: 41.3%) is partly a result of a change in bus iness rules.  
 
Traffic and minutes of use 
Total traffic on the network, excluding the impact of national and 
international roaming, has shown an increase of 22. 1% to 15.0 billion 
minutes in 2005 (2004: 12.3 billion). This growth w as due mainly to the 
32.0% growth in the total customer base from 9.7 mi llion to a base of 12.8 
million as at the end of March 2005. Also evident w as a marked change in 
customer calling patterns, with total mobile to mob ile traffic increasing 
by 31.6% while total mobile to fixed and fixed to m obile traffic decreased 
by 0.9%. 



Key operational information 
 

 Year ended March 31, % change 
 2001  2002  2003  2004  2005  02/01  03/02  04/03  05/04  
Customers 
(‘000) 1 

5,108 6,557 7,874 9,725 12,838  28.4  20.1  23.5  32.0  

Contract 1,037 1,090 1,181 1,420 1,872  5.1  8.3  20.2  31.8  
Prepaid 4,046 5,439 6,664 8,282 10,941  34.4  22.5  24.3  32.1  
Community 
services 

25 28 29 23 25 12.0  3.6  (20.7)  8.7  

Gross 
connections 

         

(‘000) 2,990 3,038 3,495 4,998 6,180  1.6  15.0  43.0  23.6  
Contract 263 199 197 377 610  (24.3)  (1.0)  91.4  61.8  
Prepaid 2,725 2,836 3,295 4,617 5,566  4.1  16.2  40.1  20.6  
Community 
services 

2 3 3 4 4 50.0  – 33.3  – 

Inactives           
(3 months –  
%)2 

n/a 13.9 18.2 17.6 7.9  – 4.3  (0.6)  (9.7)  

Contract n/a 3.8 5.3 5.7 1.5  – 1.5  0.4  (4.2)  
Prepaid n/a 15.9 20.5 19.7 9.0  – 4.6  (0.8)  (10.7)  
Total churn 
(%) 3 

23.3 27.2 30.4 36.6 27.1  3.9  3.2  6.2  (9.5)  

Contract 18.7 14.5 11.9 10.1 9.1  (4.2)  (2.6)  (1.8)  (1.0)  
Prepaid 24.8 30.1 34.0 41.3 30.3  5.3  3.9  7.3  (11.0)  
Traffic           
(millions 
of 
minutes) 4 

7,472 8,881 10,486 12,297 15,014  18.9  18.1  17.3  22.1  

Outgoing 4,052 4,967 6,343 7,772 10,027  22.6  27.7  22.5  29.0  
Incoming 3,420 3,914 4,143 4,525 4,987  14.4  5.9  9.2  10.2  
ARPU           
(Rand per 
month) 5 

208 182 183 177 163  (12.5)  0.5  (3.3)  (7.9)  

Contract 493 560 629 634 624  13.6  12.3  0.8  (1.6)  
Prepaid 98 93 90 90 78 (5.1)  (3.2)  – (13.3)  
Community 
service 

1,453 1,719 1,861 2,155 2,321  18.3  8.3  15.8  7.7  

Minutes of 
use  

         

per month 
(MOU)6 

137 111 101 96 84 (19.0)  (9.0)  (5.0)  (12.5)  

Contract 270 264 269  263  226  (2.2)  1.9  (2.2)  (14.1)  
Prepaid 70 58 54 56 52 (17.1)  (6.9)  3.7  (7.1)  
Community 
service 

2,859 3,354 3,162 3,061 3,185  17.3  (5.7)  (3.2)  4.1  

Cumulative 
capex 

10,232  14,317 16,535 18,132 20,358  39.9  15.5  9.7  12.3  

SA network 
capex per  

         

customer 
(Rand) 

2,053 1,991 1,933 1,720 1,515  (3.0)  (2.9)  (11.0)  (13.5)  

Number of 
employees 8 

4,102 3,859 3,904 3,848 3,954  (5.9)  1.2  (1.4)  2.8  

Customers 
per 
employee 8 

1,245 1,699 2,017 2,527 3,247  36.5  18.7  25.3  28.5  

Market 
share (%) 7 

61 61 57 54 56 – (4.0)  (3.0)  2.0  



 
Notes 
1.  Customer totals are based on the total number o f customers registered 

on Vodacom’s network which have not been disconnect ed including 
inactive customers as at the end of the period indi cated.  

2. n/a – not available. A software error was identi fied in the 
calculation of inactive which has been confirmed by  independent 
auditors. Vodacom was unable to restate prior year figures including 
2002 to 2004 statistics. This does not impact any o ther statistics 
presented as all are based on registered customers.  

3.  Churn is calculated by dividing the average mon thly number of 
disconnections during the period by the average mon thly total reported 
customer base during the period. From December 1, 2 003, to align 
ourselves with industry standards, any Vodago or 4U  connection for 
which the network records no revenue generating act ivity within a 
period of 215 consecutive days will be deleted and counted as churn. 

4.  Traffic comprises total traffic registered on V odacom’s network, 
including bundled minutes, outgoing international r oaming calls and 
calls to free services, but excluding national roam ing and incoming 
international roaming calls. 

5.  ARPU is calculated by dividing the average mont hly revenue during the 
period by the average monthly total reported custom er base during the 
period. ARPU excludes revenues from equipment sales , other sales and 
services and revenues from national and internation al users roaming on 
Vodacom’s networks. 

6.  Minutes of use per month is calculated by divid ing the average monthly 
minutes during the period by the average monthly to tal reported 
customer base during the period. Minutes of use exc ludes calls to free 
services, bundled minutes and data minutes. 

7.  Market share is calculated based on Vodacom’s t otal reported customers 
and the estimated total customers of MTN and Cell C . 

8. The number of employees in 2005 excludes 191 out sourced customer care 
employees, which yields customers per employee of 3 ,097, a 22.5% 
increase on the prior year. 

 



Minutes of use is reflective of voice trends outsid e, and in excess of the 
bundle, and shows a stabilised trend for the period  under review as 
contract minutes show a 14.1% decrease to 226 per m onth for 2005 (2004: 263 
per month), and prepaid minutes decreased 7.1% to 5 2 per month in 2005 
(2004: 56 per month).  
 
Market share 
Vodacom has retained its leadership in the South Af rican market with an 
estimated 56% (2004: 54%) market share as at March 31, 2005, despite strong 
competition. The improved market share is as a resu lt of the increased 
competitiveness of Vodacom in acquiring contract cu stomers, as well as the 
stability of prepaid sales. The cellular industry i n South Africa has grown 
by 27.4% since March 2004, a net growth of 5.0 mill ion, of which Vodacom 
has contributed 62.7%. The market penetration of th e cellular industry is 
now an estimated 48.5% (2004: 41.2%) of the populat ion with a total 
cellular market of 23.0 million customers (2004: 18 .1 million). Prepaid 
customers continue to dominate the market and compr ise 83.7% of the total 
cellular market (2004: 83.8%). 
 
Vodafone strategic alliance 
The signing of an alliance with Vodacom’s 35% share holder Vodafone during 
the year was of strategic importance, as well as th e associated launch of 
third generation (3G), or UMTS, cellular services, and the launch of 
Vodafone Live!. 
 
Vodacom’s alliance with the world’s largest cellula r operator will give 
Vodacom access to Vodafone’s global research and de velopment, buying power, 
products, services and content, and benchmarking, u nder a co-branding 
arrangement. 
 
Vodacom obtained a 3G licence during the year and l aunched the first 
commercial 3G network in South Africa in December 2 004. This is an 
important step in the technical evolution of our bu siness and the greater 
telecommunications market. Vodacom is excited and p roud of its first mover 
commitment to 3G and expects, given the competitive  pricing, low entry 
costs and excellent timing, that 3G will create a c ompetitive advantage in 
the new liberalised sector. R400 million has been s pent in rolling out the 
initial 487 3G sites in the major metropolitan area s. In the forthcoming 
year, there are plans to spend an additional R835 m illion on 3G capital 
expenditure, which will include the roll-out of a f urther 1,000 3G sites. 
 
Products and services 
Vodacom has a culture of innovation and our record of accomplishments with 
regard to our product offering bears testimony to t his. Recent significant 
products launched include 3G, BlackBerry® and Vodaf one live!. Vodacom 
offers contract, prepaid, data and value-added voic e and data services. 
 
Contract services 
Vodacom offers contract customers a range of mobile  service packages 
designed to appeal to specific customer segments, w ith packages such as 
Weekend Everyday for consumer customers and busines s packages such as 
Business Call for business customers. 
 
As at March 31, 2005, 14.6% (2004: 14.6%) of Vodaco m’s customers were 
contract customers. The high spending contract cust omer market is of 
strategic importance, and therefore a number of ret ention and upgrade 
strategies have been implemented to retain these cu stomers. The decrease in 
churn rates for contract customers bears testimony to our continued success 
in achieving this goal. 
 



The innovative Top Up product that was launched in 2003, designed to 
facilitate migrations to contract packages from exi sting prepaid packages, 
has proved highly successful and has contributed to  the growth in contract 
customers. As at March 31, 2005, 19.8% (2004: 5.1%)  of Vodacom’s contract 
customers were Top Up customers. 
 
Prepaid services 
The majority of Vodacom’s customers are prepaid cus tomers and at March 31, 
2005 comprised 85.2% (2004: 85.3%) of the customer base. 
 
Vodacom has three prepaid products namely Vodago, S martStep and 4U. Our 4U 
offering, which was primarily aimed at the youth ma rket, continues to prove 
highly successful and as at March 31, 2005, 70.7% ( 2004: 67.9%) of 
Vodacom’s prepaid customers comprised 4U customers.   
 
During the year, Vodacom introduced a new Super six  4U starter pack and 
changed the Vodago Super six starter pack to includ e free SMSs. 
 
Recharge related innovations include the Yebo 5 vou cher, adding SMS as a 
recharge channel, and the addition of electronic re charge as a service to 
the Vodacom4me portal.  
 
Value-added voice and data services 
A comprehensive Value Added Services (VAS) portfoli o complements our 
contract and prepaid offerings. Vodacom’s current d ata portfolio includes 
various pay-as-you-use and bundled GPRS and 3G offe rings available to 
prepaid, Top Up and contract customers. 
 
Vodacom was the first operator to introduce a comme rcial 3G offer into the 
local market in December 2004 and has created a new  niche market in data 
related products and services. The take up by custo mers during this initial 
period of deployment has been encouraging. The numb er of active 3G users on 
the network as at March 31, 2005 was 10,853. The 3G  launch included a 
number of innovative products, such as the Vodafone  Mobile Connect Card, 
and after 4 months we had already acquired 5,105 us ers.  
 
Vodacom was also the first to launch BlackBerry® de vices into the South 
African market, shifting the focus to data and emai l on demand, and was one 
of the messaging highlights for the year. 
 
At the same time we introduced new data tariffs for  our contract customers 
and dramatically reduced our data pricing from R10 to an effective 60 cents 
per megabyte. Whilst prepaid customers currently en joy a competitive data 
tariff, during the course of 2005 we plan to make d ata bundles available to 
them. 



During the year there was an increase in the usage of GPRS, with the number 
of GPRS users increasing to 579,581 as at March 31,  2005 (2004: 100,128).  
 
On the messaging side, our aim was to make SMS and MMS more affordable. To 
this end, we introduced an SMS voucher for prepaid customers in December 
2004 and changed the MMS pricing so that the cost o f sending an MMS is the 
same as that of sending an SMS. Both these initiati ves have contributed to 
increased usage. In addition, the volumes of precon figured mobile phones 
supporting MMS registered on the network increased to 2.0 million (2004: 
510,000). The number of active MMS users on the net work as at March 31, 
2005 was 328,974 (2004: 61,374). MMS messages volum es continued to grow 
from 350,260 messages in March 2004 to 1,780,657 in  March 2005, with an 
average of 811,270 messages sent monthly. 
 
On the VAS side new, innovative additions include c all sponsor, airtime 
transfer, detailed billing and the prepaid passport  number securing 
product. Further additions and enhancements include  SMS-only roaming, video 
telephony charged at the same rate as voice calls, video mail and the 
missed call keeper service. 
 
Vodacom continued to deliver on its data strategy w hich is centred on a 
Wireless Application Service Provider (WASP) model for ease of connectivity 
and standardised interfaces. Currently, the WASP mo del is driven largely by 
consumer applications with the majority of interest  being in premium-rated 
outgoing SMS and bulk incoming SMS services. As at March 31, 2005, 136 
WASPs (2004: 106) had applied for connectivity to t he Vodacom network. 
 
Premium rated SMS content is still focused on compe titions, accounting for 
approximately 20% of new services and information a nd alerts which account 
for roughly 18%. There has been a substantial incre ase in messaging 
services which represented 12% of new services in 2 005. Consumer 
sensitivity to pricing appears to be stabilising, a s average monthly 
volumes have grown to 9.8 million. 
 
Strategic acquisitions 
On April 16, 2004 Smartphone SP (Proprietary) Limit ed, a subsidiary of 
Vodacom Group, acquired 85.8% of Smartcom (Propriet ary) Limited for a 
purchase consideration of R77.2 million, giving Vod acom an effective 
interest of 43.7% in Smartcom. Vodacom believes tha t effective control of 
the customer base will facilitate enhanced communic ation with customers and 
improve margins. On February 1, 2005 Vodacom acquir ed its customer base 
from Tiscali South Africa for a purchase considerat ion of R40.1 million. 
Vodacom South Africa now directly controls 78.3% of  its contract customers 
and 98.4% of its prepaid customers. 



Vodacom Tanzania review 
 
Key indicators 
 
 Year ended March 31, % change 
 2003  2004  2005  04/03  05/04  
Customers (‘000) 1 447 684 1,201  53.0  75.6  
  Contract 5 5 5 – – 
  Prepaid 440 676 1,193  53.6  76.5  
  Community services 2 3 3 50.0  – 
Gross connections (‘000) 262 404 746  54.2  84.7  
Churn (%) 13.3 30.0 29.6  16.7  (0.4)  
ARPU (Rand) 2 217 128 81 (41.0)  (36.7)  
Cumulative capex (Rand 
millions) 

1,058 1,146 1,359  8.3  18.6  

Number of employees 224 316 340  41.1  7.6  
Customers per employee 1,996 2,165 3,532  8.5  63.2  
Mobile penetration (%) 3 2.2  3.3  5.1  1.1  1.8  
Mobile market share (%) 3 53  57 59 4.0  2.0  
 
Notes 
1. Customer totals are based on the total number of  customers registered 

on Vodacom’s network, which have not been disconnec ted, including 
inactive customers, as of end of the period indicat ed. 

2. ARPU is calculated by dividing the average month ly revenue during the 
period by the average monthly total reported custom er base during the 
period. ARPU excludes revenue from equipment sales,  other sales and 
services and revenue from national and internationa l users roaming on 
Vodacom’s networks. 

3. Penetration and market share is calculated based  on Vodacom 
estimates. 

 
Vodacom Tanzania has overcome the challenges it fac ed and continues to 
contribute to Vodacom’s growth and profitability. U nder the leadership of 
Managing Director José Dos Santos, Vodacom Tanzania  has improved its 
performance in respect of profit from operations an d EBITDA, through 
redesigning aspects of its distribution channel, co mplimented by sound cost 
management.  
 
Vodacom Tanzania achieved a substantial 75.6% incre ase in customers to 1.2 
million (2004: 0.7 million), primarily through incr eases in the prepaid 
customer base, offset slightly by higher churn. Per -second billing 
continues to prove highly successful.  
 
Despite increased competition from all market parti cipants, Vodacom 
Tanzania has achieved exceptional growth and has in creased its market share 
to 59% (2004: 57%).  
 
ARPU levels have decreased by 36.7% to R81 (2004: R 128) as a result of both 
increased penetration and two tariff reductions dur ing the period. Vodacom 
anticipates that continued tariff pressure is possi ble in the future. 



Vodacom Congo review 
 
Key indicators (all indicators include 100% of Voda com Congo) 
 
 Year ended March 31, % change 
 2003  2004  2005  04/03  05/04  
Customers (‘000) 1 248 670 1,032  170.2  54.0  
  Contract 4 8 10 100.0  25.0  
  Prepaid 237 653 1,010  175.5  54.7  
  Community services 7 9 12 28.6  33.3  
Gross connections (‘000) 260 513 565  97.3  10.1  
Churn (%) 24.2 20.2 23.1  (4.0)  2.9  
ARPU (Rand) 2 200 150 98 (25.0)  (34.7)  
Cumulative capex (Rand 
millions) 

944 1,432 1,759  51.7  22.8  

Number of employees 204 334 527  63.7  57.8  
Customers per employee 1,216 2,006 1,958  64.9  (2.4)  
Mobile penetration (%) 3 1.0  2.3  3.5  1.3  1.2  
Mobile market share (%) 3 44  47 47 3.0  – 
 
Notes 
1. Customer totals are based on the total number of  customers registered 

on Vodacom’s network, which have not been disconnec ted, including 
inactive customers, as of end of the period indicat ed.  

2. ARPU is calculated by dividing the average month ly revenue during the 
period by the average monthly total reported custom er base during the 
period. ARPU excludes revenue from equipment sales,  other sales and 
services and revenue from national and internationa l users roaming on 
Vodacom’s networks. 

3. Penetration and market share is calculated based  on Vodacom estimates. 
 
Vodacom Congo has performed above expectations over  the past year, with 
solid growth in customers, profit from operations a nd EBITDA under the 
leadership of Managing Director, Dietlof Maré. Voda com Congo’s focus on 
being competitive in coverage and quality has been successful to date. 
Notwithstanding the uncertainties surrounding the e lections, which are 
planned for later this year, management is confiden t of the future success 
of the operations. 
 
Vodacom Congo achieved a 54.0% increase in customer s to 1.0 million 
customers (2004: 670,000), as a result of substanti al gross connections and 
a low churn rate.  
 
Vodacom Congo continues to be the market leader wit h an estimated market 
share of 47% on March 31, 2005 (2004: 47%). A key s uccess factor in 
achieving the market share is Vodacom Congo’s effec tive distribution 
channels.  
 
There has been increased pressure on ARPU, with a d ecline of 34.7% to R98 
as lower spending prepaid customers are connected c oupled with the 
devaluation of the local currency against the US Do llar. As tariffs are 
denominated in US Dollars, the devaluation has impa cted spending patterns, 
as it has resulted in lower disposable incomes in U S Dollar terms for 
current and new customers. 



Vodacom Lesotho review 
 
Key indicators  
 
 Year ended March 31, % change 
 2003  2004  2005  04/03  05/04  
Customers (‘000) 1 78 80 147  2.6  83.8  
  Contract 4 3 4 (25.0)  33.3  
  Prepaid 73 76 142  4.1  86.8  
  Community services 1 1 1 – – 
Gross connections (‘000) 76 51 70 (32.9)  37.3  
Churn (%) 70.6 65.1  17.3  (5.5)  (47.8)  
ARPU (Rand) 2 104 125  92 20.2  (26.4)  
Cumulative capex (Rand 
millions) 

185 201  210  8.6  4.5  

Number of employees 74 68 63 (8.1)  (7.4)  
Customers per employee 1,054 1,176  2,333  11.6  98.3  
Mobile penetration (%) 3 4.3  5.1  7.4  0.8  2.3  
Market share (%) 3 80  80 80 – – 
 
Notes 
1. Customer totals are based on the total number of  customers registered 

on Vodacom’s network, which have not been disconnec ted, including 
inactive customers, as of end of the period indicat ed.  

2. ARPU is calculated by dividing the average month ly revenue during the 
period by the average monthly total reported custom er base during the 
period. ARPU excludes revenue from equipment sales,  other sales and 
services and revenue from national and internationa l users roaming on 
Vodacom’s networks. 

3. Penetration and market share is based on Vodacom  estimates. 
 
Although Vodacom Lesotho will always remain a small  operation, under its 
Managing Director, Mervyn Visagie, it has improved significantly on the 
previous year’s performance in respect of revenues,  profit from operations 
and EBITDA. The collection of interconnection reven ue from the government-
owned LTC continues to be a challenge. 
 
Vodacom Lesotho increased its customer base by 83.8 % to 147,000 customers 
(2004: 80,000) as at March 31, 2005, constituted ma inly of prepaid 
customers, resulting from substantial gross connect ions, coupled with a 
much improved churn rate.  
 
Vodacom Lesotho has retained its 80% share of the m arket by continually 
providing the best coverage, brand and distribution  and introducing new 
products and services. 
 
ARPU decreased by 26.4% to R92 (2004: R125) and is an area of focus for 
improvement through the introduction of new product s and services. 



Vodacom Mozambique review 
 
Key indicators 
 
 
 

Year ended 
March 31, 

% change 

 2004  2005  05/04  
Customers (‘000) 1 58 265  356.9  
  Contract 1 4 300.0  
  Prepaid 57 261  357.9  
Gross connections (‘000) 58  225  287.9  
Churn (%) 0.3  11.3  11.0  
ARPU (Rand) 2 110  52 (52.7)  
Cumulative capex (Rand millions) 478  696  45.6  
Number of employees 43 109  153.5  
Customers per employee 1,349  2,431  80.2  
Mobile penetration (%) 3 2.6  4.2  1.6  
Mobile market share (%) 3 11  33 22 
 
 
Notes 
1. Customer totals are based on the total number of  customers registered 

on Vodacom’s network, which have not been disconnec ted, including 
inactive customers, as of end of the period indicat ed. 

2. ARPU is calculated by dividing the average month ly revenue during the 
period by the average monthly total reported custom er base during the 
period. ARPU excludes revenue from equipment sales,  other sales and 
services and revenue from national and internationa l users roaming on 
Vodacom’s networks. 

3 Penetration and market share is calculated based on Vodacom estimates. 
 
Vodacom Mozambique remains in its infancy, having j ust experienced its 
first full year of operations. Performance has been  disappointing due to 
extremely low ARPUs. ARPU decreased 52.7% to R52 (2 004: R110), below what 
was envisaged for the operations. On the positive s ide, Vodacom Mozambique 
has rolled out a competitive network from a coverag e and quality point of 
view.  
 
Vodacom Mozambique increased its customer base by a  substantial 356.9%, 
albeit off a low base, to 265,000 customers (2004: 58,000) as at March 31, 
2005 and increased its market share to 33% (2004: 1 1%). Vodacom Mozambique 
intends to revisit its approach to the market in th e year ahead. 
 
Vodacom Mozambique’s challenge is to raise usage on  its network which will 
improve ARPU. Following his success in Tanzania, Jo sé Dos Santos has been 
identified as the new Managing Director to lead Vod acom Mozambique in the 
next financial year. 
 
WYN Luhabe  
Non-executive chairman 
 
ADC Knott-Craig 
Chief Executive Officer 



Consolidated income statements 
for the three years ended March 31, 2005 
 
 2003  

Restated  
Rm 

2004  
Restated  

Rm 

2005  
Restated  

Rm 
Revenue 19,409.7  22,855.2  27,315.3  
Other operating income 68.0  57.6  63.8  
Direct network operating cost (10,491.4)  (12,430.1)  (14,614.1)  
Depreciation (2,163.0)  (2,316.9)  (2,611.1)  
Staff expenses (1,018.6)  (1,331.6)  (1,652.9)  
Marketing and advertising expenses (652.5)  (702.0)  (767.3)  
General administration expenses (611.6)  (682.3)  (747.9)  
Amortisation of intangible assets (213.2)  (214.8)  (232.1)  
Impairment of assets –  – (268.4)  
Profit from operations  4,327.4  5,235.1  6,485.3  
Interest, dividends and other 
financial income 

649.6  656.6  662.8  

Finance costs (1,546.3)  (1,107.5)  (641.7)  
Profit before taxation 3,430.7  4,784.2  6,506.4  
Taxation (1,171.1)  (1,725.0)  (2,614.2)  
Net profit  2,259.6  3,059.2  3,892.2  
    
    
Attributable to:    
Equity shareholders 2,212.1  3,033.0  3,861.4  
Minority interests 47.5  26.2  30.8  
 2003  2004  2005  
 R R R 
Basic and diluted earnings per share 221,210  303,300  386,140  
Dividend per share 60,000  210,000  340,000  
 



Consolidated balance sheets 
as at March 31, 2005 
 
 2003  

Restated  
Rm 

2004  
Restated  

Rm 

2005  
Restated  

Rm 
ASSETS    
Non-current assets 12,024.2  12,865.0  13,903.7  
Property, plant and equipment 10,675.0  10,858.6  12,230.7  
Investment properties – 63.8  49.7  
Intangible assets 535.5  1,002.7  940.8  
Financial assets  373.0  258.3  137.5  
Deferred taxation 154.9  277.8  308.1  
Deferred cost 285.8  403.8  236.9  
Current assets 4,971.7  7,286.8  8,662.2  
Inventory 238.8  288.5  479.5  
Trade and other receivables 2,896.0  3,450.0  3,621.4  
Deferred cost 544.9  859.8  428.3  
Short-term financial assets 85.5  318.4  142.9  
Cash and cash equivalents 1,206.5  2,370.1  3,990.1  
Total assets 16,995.9  20,151.8  22,565.9  
EQUITY AND LIABILITIES    
Equity 6,909.8  7,664.7  7,954.3  
Ordinary share capital – – – 
Non-distributable reserves (141.0)  (324.9)  (298.0)  
Retained earnings 6,962.8  7,896.6  8,123.6  
Minority interests 88.0  93.0  128.7  
Non-current liabilities 2,617.6  2,234.8  3,137.8  
Interest bearing debt 1,732.2  1,216.6  2,213.5  
Deferred taxation 443.3  436.0  499.2  
Deferred revenue 285.8  403.8  240.7  
Provisions 156.3  178.4  184.4  
Current liabilities 7,468.5  10,252.3  11,473.8  
Trade and other payables 2,918.5  3,862.1  4,830.8  
Deferred revenue 1,190.1  1,883.4  1,411.4  
Taxation payable 315.2  852.0  632.6  
Shareholder loans 920.0  – – 
Non-interest bearing debt  4.3  4.3  4.3  
Short-term interest bearing debt  436.4  839.9  381.6  
Short-term provisions 324.4  473.7  595.0  
Dividends payable 600.0  1,500.0  1,800.0  
Derivative financial liabilities 200.6  64.5  1.0  
Bank overdraft 559.0  772.4  1,817.1  
Total equity and liabilities 16,995.9  20,151.8  22,565.9  
 



Consolidated statements  
of changes in equity 
for the three years ended March 31, 2005 
 
 Share 

capital  
 

Restated  
Rm 

Retained 
earnings  

 
Restated  

Rm 

Non-  
distributable  

reserves  
Restated  

Rm 

Minority  
interest  

 
Restated  

Rm 

Total 
 
 

Restated  
Rm 

Balance at March 31, 
2002  

     

– previously 
reported 

 
– 

 
5,357.7  

 
106.1  

 
10.6  

 
5,474.4  

Changes in 
accounting policies, 
reclassifications  

     

and restatements –  (4.4)  31.7  – 27.3  
Balance at March 31, 
2002 – restated 

 
– 

 
5,353.3  

 
137.8  

 
10.6  

 
5,501.7  

Net profit for the 
year 

 
– 

 
2,212.1  

 
– 

 
47.5  

 
2,259.6  

Dividends declared –  (600.0)  – – (600.0)  
Contingency reserve  –  (2.6)  2.6  – – 
Capital contribution  – – – 65.0  65.0  
Net gains and losses 
not recognised in   

     

the income statement      
  Foreign currency 
translation reserve 

 
– 

 
– 

 
(302.4)  

 
(35.1)  

 
(337.5)  

  Foreign currency 
translation reserve 

     

  – deferred 
taxation 

 
– 

 
– 

 
21.0  

 
– 

 
21.0  

Balance at March 31, 
2003 – restated 

 
– 

 
6,962.8  

 
(141.0)  

 
88.0  

 
6,909.8  

Net profit for the 
year 

 
– 

 
3,033.0  

 
– 

 
26.2  

 
3,059.2  

Dividends declared –  (2,100.0)  – – (2,100.0)  
Contingency reserve  –  0.8  (0.8)  – – 
Net gains and losses 
not recognised in   

     

the income statement      
  Foreign currency 
translation reserve 

 
– 

 
– 

 
(194.0)  

 
(21.2)  

 
(215.2)  

  Foreign currency 
translation reserve 

     

  – deferred 
taxation 

 
– 

 
– 

 
10.9  

 
– 

 
10.9  

Balance at March 31, 
2004 – restated 

 
– 

 
7,896.6  

 
(324.9)  

 
93.0  

 
7,664.7  

Net profit for the 
year 

 
– 

 
3,861.4  

 
– 

 
30.8  

 
3,892.2  



 
Dividends declared –  (3,400.0)  – (3.8)  (3,403.8)  
Contingency reserve  –  (1.0)  1.0  – – 
Acquired reserves 
from the minorities 
of  

     

Vodacom Congo (RDC) 
s.p.r.l. 

 
– 

 
(233.4)  

 
82.1  

 
– 

 
(151.3)  

Acquisition of 
subsidiary 

 
– 

 
– 

 
– 

 
10.1  

 
10.1  

Revaluation of 
available-for-sale 
investments 

 
 

– 

 
 

– 

 
 

0.2  

 
 

0.1  

 
 

0.3  
Net gains and losses 
not recognised in 
the income statement 

     

  Foreign currency 
translation reserve 

 
– 

 
– 

 
(56.4)  

 
(1.5)  

 
(57.9)  

Balance at March 31, 
2005 

 
– 

 
8,123.6  

 
(298.0)  

 
128.7  

 
7,954.3  

 



Consolidated cash flow statements 
for the three years ended March 31, 2005 
 
 2003  

Restated  
Rm 

2004  
Restated  

Rm 

2005  
Restated  

Rm 
CASH FLOW FROM OPERATING ACTIVITIES    
Cash receipts from customers 18,980.0  22,175.5  27,078.8  
Cash paid to suppliers and employees (12,258.9)  (14,578.8)  (17,066.8)  
Cash generated from operations 6,721.1  7,596.7  10,012.0  
Finance costs paid  (721.7)  (512.3)  (259.2)  
Interest, dividends and other 
financial income received 

 
280.0  

 
368.7  

 
246.8  

Taxation paid (1,337.4)  (1,463.3)  (2,744.4)  
Dividends paid – equity shareholders (600.0)  (1,200.0)  (3,100.0)  
Dividends paid – minority shareholders –  – (5.2)  
Net cash flows from operating 
activities 

 
4,342.0  

 
4,789.8  

 
4,150.0  

CASH FLOW FROM INVESTING ACTIVITIES    
Additions to property, plant and 
equipment 

 
(3,066.5)  

 
(2,813.8)  

 
(3,253.4)  

Proceeds on disposal of property, 
plant and equipment 

7.7  5.0  20.1  

Acquisition of intangible assets –  (121.1)  – 
Disposal of subsidiaries 31.5  – – 
Acquisition of subsidiaries –  149.6  (289.8)  
Acquired cash from Vodacom Congo (RDC) 
s.p.r.l. 

 
– 

 
– 

 
12.9  

Advance to minority shareholders (157.9)  – – 
Disposal of other investments 9.0  – – 
Other investing activities (67.0)  (219.5)  136.0  
Net cash flows utilised in investing 
activities 

 
(3,243.2)  

 
(2,999.8)  

 
(3,374.2)  

CASH FLOW FROM FINANCING ACTIVITIES    
Shareholder loans repaid –  (920.0)  – 
Interest bearing debt incurred 774.1  186.9  1,165.3  
Interest bearing debt repaid (426.1)  (55.6)  (1,332.3)  
Finance lease capital repaid (1.6)  (9.6)  (28.1)  
Finance lease capital incurred 13.2  – – 
Funding received from minority 
shareholders 

 
157.9  

 
– 

 
– 

Net cash flows (utilised in)/from 
financing activities 

 
517.5  

 
(798.3)  

 
(195.1)  

NET INCREASE IN CASH AND CASH 
EQUIVALENTS 

 
1,616.3  

 
991.7  

 
580.7  

Cash and cash equivalents at the 
beginning of the year 

 
(857.6)  

 
647.5  

 
1,597.7  

Effect of foreign exchange rate 
changes 

 
(111.2)  

 
(41.5)  

 
(5.4)  

CASH AND CASH EQUIVALENTS AT THE END 
OF THE YEAR 

 
647.5  

 
1,597.7  

 
2,173.0  

 


