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Operator
Good day ladies and gentleman and welcome to the Vodacom Tanzania preliminary results
conference call for the year ended 31 March 2018.
Vodacom Tanzania’s Managing Director, Ian Ferrao will host the conference call. He is joined this
morning by the Finance Director, Jacques Marais.
I will read the following forward-looking disclaimer before handing over to Mr. Ferrao.
This announcement, which sets out the consolidated preliminary results for the year ended 31
March 2018 of Vodacom Tanzania Public Limited Company and its subsidiaries (hereinafter
referred to as ‘the Group’), contains ‘forward-looking statements’, which have not been reviewed or
reported on by the Group’s auditors. These statements are in respect to the Group’s financial
condition, results of its operations and businesses and certain information relating to the Group’s
plans and objectives.
In particular, such forward-looking statements relate to the Group’s future: performance; capital
expenditure; acquisitions; divestitures; expenses; revenue; financial condition; dividend policy;
future prospects; strategies relating to the expansion and growth of the Group; impacts from the
regulation of the Group’s businesses; expectations from the launch and roll out dates for products,
services or technologies; expectations regarding the operating environment and market conditions;
growth in customers and usage; and rates of dividend growth.
During this call, unless otherwise specified, all growth rates stated will be year-on-year growth rates
and all amounts stated will be in Tanzanian Shillings.
If you do not have a copy of the results announcement it is available on the investor relations
section on our website at www.vodacom.co.tz/investor-relations.
I would now like to hand over to the Managing Director, Mr. Ian Ferrao. Please go ahead sir.
Ian Ferrao
Thank you Chris. Good morning everyone, “Habari za asubuhi”, and good afternoon to those of you
joining us from the Asian markets.
I’m joined here today by: Jacques Marais, our Finance Director; Robert Wall-Pring, our Head of
Investor Relations; and Nina Eshun, our Director of Legal and Regulatory.
It’s good to be here. This is our first prelim results post-listing in August last year.
Before we unpack our prelims in detail, let me tell you what stands out for me in this set of results.
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Firstly, the 5.9% growth in service revenue marks a turnaround in the growth which we’ve seen over
the past three years. This is underpinned by our success in delivering a superior data user
experience and an ever-evolving mobile money ecosystem to our customers.
Secondly, as expected, the 42.1% reduction in the mobile termination rate and measures taken to
improve customer registration compliance, weighed on revenue growth in the final quarter.
However, in spite of the challenging trading environment, we exceeded the projected profit for the
year shown in our prospectus, growing our EPS by 196% to 83.81 shillings per share. This includes
our gain from the sale of our equity stake in Helios Towers Tanzania.
Finally, on our growth drivers:
Data revenue growth accelerated to 34.7%, led by demand which was stimulated by various
campaigns, which also awarded us with an additional 882 thousand active data customers. Our
active data customers continued to enjoy the fastest average download speeds available in
Tanzania, largely as a result of sustained network densification, capacity upgrades and expanding
our high speed 4G services to five more cities during the year;
Strong M-Pesa revenue growth of 16.7% was achieved by developing our ecosystem while
stimulating greater customer spend through targeted propositions. During the year, over 1 million
customers utilised our network of over 6 300 active merchants, and transacted the equivalent of
US$160 million worth of trade. Our merchant network, which we established during the year, is
outgrowing the number of payment card terminals across the country and remains a key pillar of our
strategy.
Now, before I take you through the financials, there will be a few instances where I talk about
normalised growth. This is where we have adjusted for non-recurring items which impacted our
profitability, specifically: we removed the upside from compensatory credit notes received from
some of our trading partners in the last financial year; and we adjusted for a settlement which we
agreed with Helios Towers Tanzania this year.
The settlement was agreed after our joint project team determined the actual space which we use
on each of Helios’s sites, allowing us to agree on an accurately calculated charge.
We have performed this normalisation to ensure that we provide you with the underlying trends of
our operational performance and our financial director, Jacques Marais, is on hand should you
require further details on these items.
Now, let’s unpack the financials.
Service revenue grew 5.9% to TZS966.3 billion. Strong fundamental growth was seen throughout
the year, however the 42.1% MTR reduction, made in the final quarter, dampened service revenue
growth acceleration. If we adjust for reductions made to the mobile termination rate, service revenue
grew 7.0%.
Our active 90-day customer base grew 1.9% during the year to 12.9 million customers. This lower
customer base growth resulted from actions taken towards improving compliance with customer
registration requirements.
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However, we did see an improvement in revenue generating activity, which is best seen in our
active 30-day customer base, which excludes customers who only receive incoming calls - this base
grew by 7.5% during the year.

We report that total expenses increased by 4.2% to TZS717.9 billion. However, the normalised
growth was only 0.6% – well below our revenue growth.
This was achieved through savings realised as part of our “Fit for Growth” cost optimisation
programme. This included initiatives which: digitalised our marketing platforms to reduce publicity
spend; and optimised staff expenses.
These savings, coupled with lower interconnect costs were offset by greater network operating
expenditure, primarily due to: costs associated with our 4G expansion; and inflationary increases
applied to service contracts.
We report an EBITDA growth of 5.5% to TZS266.4 billion. However, normalised EBITDA growth,
where we adjust for last year’s credit notes and this year’s settlement, was 16.4% thanks to our
strong revenue growth and focus on cost optimisation.
Capital expenditure of TZS159.7 billion was directed at launching high speed 4G services in five
new cities and improving data user experience countrywide. Specifically, we: conducted capacity
upgrades on over 40% of our 3G sites; and near doubled the number of 4G sites to both expand
coverage to new cities while enhancing data user experience in Dar es Salaam.
Operating free cash flow of TZS89.8 billion was achieved, and included greater outflows from
working capital, which included a pre-payment for indefeasible rights to use submarine cable, and
the re-phased settlement of trading balances with some of our trading partners.
We show an outflow of TZS42.2 billion from free cash flow as a result of repaying interest
outstanding on loans from Vodacom Group, which were repaid in full during the period using
internally generated cash-flows.
Excluding a post-tax gain from the sale of our equity stake in Helios Towers Tanzania and sharebased payment charges relating to the underwriting of our IPO, EPS increased by 21.5% during the
period, augmented by greater net finance income.
The Board will recommend a final dividend, in relation to the financial year ended 31 March 2018,
for approval by the shareholders at the annual general meeting in August.
Moving on to the components of service revenue.
M-Pesa revenue grew 16.7% to TZS291.2 billion and now accounts for 30.1% of service revenue,
an improvement of 2.8 percentage points from the prior year. Growth was mainly led by two key
areas: firstly, developing our mobile money ecosystem through establishing a number of new
“Paybill” partners – this in turn enhances customer spend across a greater number of revenue
generating transactions; and secondly, our focus on targeted propositions such as “Pesa ni M-Pesa”
(“Cash is M-Pesa”) – which offered data, minutes and cash-back awards to customers who made
purchases at selected merchants using M-Pesa. This also stimulates increased customer spend
and greater merchant adoption.
During the year, we gained 171 thousand 30-day active M-Pesa customers, up 2.8% to 6.4 million.
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Just as a side note – going forward, Vodacom will talk to 30-day active M-Pesa customers – the 90day active M-Pesa customers were 8.2 million at the end of the year, which represented 63.8% of
our 90-day active customer base.
Mobile data revenue grew by 34.7%, achieving revenue of TZS141.6 billion for the year. Here our
focus was on youth and high value customer segments, coupled with partnership-led smartphone
campaigns. This resulted in elevated demand for mobile data services and smartphone penetration
to exceed 29%.
Mobile voice revenue decreased 5.8% to TZS392.3 billion as we continued to see competitive
pressure on pricing, particularly in the final quarter of the year, where some competitors were able
to use savings from the 42.1% MTR reduction to introduce richer bundles. We are also seeing
additional pricing pressure from voice to data substitution through increased popularity of over-thetop services.
Minutes of use per month increased by 3.8%, aided by personalised voice offers made through our
“Just for you” platform.
Mobile incoming revenue declined by 14.2% to TZS82.4 billion. The final quarter of the year was
impacted by the 42.1% MTR reduction which I mentioned previously,
and finally,
Messaging revenue increased by 35.0% to TZS31.6 billion. Where growth continues to be fuelled
by: the continued success of SMS-only bundles; and greater activity seen from our wholesale SMS
partners.
On regulatory matters:
our industry regulator – the TCRA – published a new mobile termination rate “glide path” on the 29
December 2017. From the 01 January 2018, the MTR was reduced by 42.1%, which impacted both
interconnect revenue and cost in the final quarter of the year. The new “glide path” will reduce the
MTR each year until it becomes TZS2.00 in January 2022. Vodacom Tanzania have filed an appeal
against the new mobile termination rates with the Fair Competition Commission, primarily on the
grounds that the “glide path” sets MTRs below the costs incurred by operators;
In terms of customer registration, we continued to invest in enhanced registration processes and
took actions to further improve compliance with the TCRA’s requirements during the period.
Naturally this resulted in lower customer base growth but also significantly reduced the risk of
receiving additional compliance orders.
I will now provide some colour on outlook, targets and priorities.
We are well positioned to prioritise investments over the short-term to further our leadership in data
and M-Pesa user experience.
On M-Pesa, I anticipate that the customer base will continue to expand as we build on the success
of our “Lipa kwa M-Pesa” merchant platform and establish new partnerships to enhance the mobile
money ecosystem.
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On Data, I foresee further increases in smartphone penetration, as we continue partnership-led,
low-cost smartphone campaigns. In addition, given that the expansion of our network’s capacity
through spectrum acquisition is a core component of our long term strategy, we will seek to obtain
the optimal amount of spectrum available from the upcoming 700 MHz auction, due to take place
next month. Should we be successful, we expect to provide the benefits of a superior 4G data user
experience to a greater number of communities across Tanzania.
With regards to aforementioned regulatory matters:
The actions we’ve taken as part of our continued commitment to improving compliance with
customer registration requirements will result in subdued customer base growth over the short term.
However, encouraging trends seen from the adoption of personalised offers – such as those
provided through our “Just for You” platform – are expected to offset churn through building
customer loyalty within our registered customer base;
In addition, we will continue to focus on cost optimisation to offset impacts from the downward shift
and steepening of the MTR “glide path”.
With the above in mind, we target mid-single digit service revenue growth, with broadly stable
capital intensity in the financial year ahead.
This guidance: assumes a stable regulatory and macroeconomic environment, with broad stability of
the Tanzanian shilling against major trading currencies; excludes any merger and acquisition
activity; and assumes no further increases to regulatory levies or mandatory capital expenditure as
part of government projects. These threaten margin expansion and improved capital intensity
respectively.
Okay, that concludes my comments on the results and Jacques and I are ready to take any
questions that you may have. Thank you very much.
Operator
Ladies and gentlemen, if you would like to ask a question relating to these results, please press star
and then one on your touchtone phone. If you decide to withdraw your question, please press star
and then two to remove yourself from the queue.
Our first question is from Kuda Kadungure of Investec Securities. Please go ahead.
Kuda Kadungure
Morning Ian. Morning Jacques. Thank you for this call.
I have three key areas.
Firstly, on your competition and their responses to the MTR cut – could you give us a bit more detail
on who the competitors are, and by how much have they effectively cut their tariffs and/or offerings?
Could you also give us a bit more insight on mobile data trends – how much of an increase in data
usage have you seen from the shift from feature-phones to smartphones? In recent months, what
has been the trend? Could you give us an idea of the momentum which you are seeing in revenue?
Then, with regards to “Pesa ni M-Pesa” – what sort of incentives are you giving the users?
That’s all from me.
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Ian Ferrao
Thanks very much Kuda. Good to hear from you.
Let me take up your first question on our competition and their reaction.
As I said in my notes on mobile voice revenue, we have seen pricing pressure, particularly in the
last quarter of the year.
Vodacom Tanzania has been trying to lead pricing repair in the market. At the beginning of the year,
we managed to lead a significant repair to data pricing; and the plan was to follow this by repairing
(voice) price per minute.
Unfortunately, the MTR cut had an impact. While the 42.1% knock in MTR is detrimental to
Vodacom Tanzania, it should be beneficial to smaller operators, such as player number three and
player number four, who weren’t net receivers. We expect that these operators have actually seen
an improvement in margin.
Airtel in particular are presumably using some of that margin to reinvest back into their pricing
strategy. They actually increased the minutes included within their off-net bundles by between 50%
and 75%. This directly impacts off-net, but also indirectly impacts on-net, where you need to keep
an on-net (pricing) differential to off-net. This is the pressure we are seeing on mobile voice.
However, on a positive note, we’ve managed to protect our base very well through our “Just for you”
platform where we’ve seen greater adoption of “Just for you” bundles. This enables us to manage
the “risky” base and the dual-SIM base in a way that doesn’t dilute ARPU or spend across the
medium and higher-value base on our network. We will continue to use “Just for You” in our attempt
to mitigate any potential churn or loss in “share of wallet” to our competition.
In terms of data pricing, it has been relatively stable over the last three or four months. We still
believe that data pricing needs to be repaired, and that remains to be an objective of ours for the
coming year. But of course, it all depends on how competition plans to react, should we start
leading price repairs in the market.
I think your second question was on mobile data trends. Here it is important to say that we’re
starting to see a real acceleration of smartphone growth in this market. We now have more than
29% of our base [active 30 day customer base, excluding customers which solely received incoming
calls] using a smartphone. We have around 3.2 million [active 30 day] customers using a
smartphone and we’re seeing that trend accelerate as smartphone prices reduce.
We continued to subsidise smartphones through our own retail channels. However, we have been
most successful through our partnerships with vendors, who have driven an increase in the
adoption of smartphones that they sell onto the Vodacom network. This was coupled with our
enhancements to 3G coverage, where we now have around 50% population coverage, following the
investments we have made over the last few years.
During the year, we focussed on upgrading the density of cells in urban areas where data spend is
growing the strongest and where we have managed to bring a bigger proportion of smartphones
onto our network.
I’m very positive about what we’re seeing on data, the 34.7% revenue growth is a clear acceleration
of what you saw last year. Given that we have consistently invested in our data network over the
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past three years, and will continue to do so in the current financial year, I’m confident that we will be
able to keep data acceleration moving.
Lastly, on the “Pesa ni M-Pesa” campaign, this was a really big success for the year.
It comes on the back of integrating our entire M-Pesa ecosystem into our customer value
management (‘CVM’) platform. Similar to what we have done with “Just for you” on the GSM side –
which is powered by our CVM “big data” platform, with in-built “machine learning” that optimises
customer spend through analysing customer segments – we managed to integrate all of our M-Pesa
data streams into such a platform. This allowed us to instantly reward segments of our M-Pesa
base.
We launched the “Pesa ni M-Pesa” campaign in December, on the back of the CVM platform which
we had in place, to accelerate merchant and customer adoption. Merchant transactions were
rewarded with either minutes, data, SMS or even cash back. Rewards were optimised for the
customer, preventing any dilution of ARPU on GSM.
This has been really positive for us. We are going to continue with this strategy.
Through this campaign, we saw amounts going through our merchant platform increase from
around TZS20 billion to TZS60 billion per month.
Kuda Kadungure
Thanks for that. Just two more questions.
What percentage of your voice revenue would you say is at risk given what’s happening with the
competition? Where do you think it will settle?
On your smartphones, what is the average cost of smartphones that are coming to the market? To
what extent are you subsidising these handsets?
Ian Ferrao
In terms of revenue at risk, incoming revenue specifically, we estimate that the impact in the current
financial year will be approximately TZS25 billion. This will obviously be offset by the growth that we
will have across “outgoing” revenue streams through our various initiatives.
In terms of mobile voice revenue at risk, it is very difficult to estimate an amount of on-net revenue
at risk, however I think what we have seen so far is that we’re able to protect the majority of on-net
revenue through our “Just for you” platform. We’re not seeing a shift in active customers on a daily,
weekly or monthly basis at this time because we have been successful in protecting these bases.
The primary impact we anticipate will be to the incoming revenue line.
In terms of subsidies on smartphones, the average price of a smartphone in the market is between
TZS60 000 to TZS120 000. That’s the equivalent to a range between $26 and $52.
At those price points, we generally put in around $5 to $10. We put in around $5 to the Vodacom
branded smartphones. We also offered subsidies in the form of promotional data bundles, attached
to the sale of a smartphone. This is done in a strategic way, where promotional data allowances are
provided over a number of months, where we are able to ensure that we don’t dilute the entire
ARPU from data spend in the months in which the customer is subsidised.
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Kuda Kadungure
All right. Sorry, just one more.
I noticed that of the cash you generated in the period you acquired about TZS120 billion worth of
treasuries and that left a cash balance of above TZS400 billion.
What is the plan with the remainder of that TZS400 billion? We know there is a spectrum auction
coming up, but I would imagine that if you were planning on tying up more of your cash, or rather if
you didn’t have any plans for it, you would have bought more treasuries?
What is the plan there?
Ian Ferrao
Jacques will be able to provide you with details on what exactly we’re doing with the cash at the
moment.
However, allow me to comment on the overall plan.
We will first prepare for the upcoming spectrum auction as we believe that there is going to be value
generated through acquiring 700 MHz spectrum and expanding 4G across the country.
We continue to explore M&A opportunities, however there is nothing that I am able to comment on
in this call.
Gaining access to spectrum through the acquisition of smaller operators is a challenge given the
regulator’s stance on spectrum transfer. As described in our interims, the regulator advised that the
spectrum licence held by our subsidiary, Shared Networks Tanzania Limited, was not transferrable.
As such, it continues to be operated as a multi-operator core network wholesaler.
Having said this, the regulator understands that market consolidation needs to happen. However,
before it can, there needs to be a change in stance to allow spectrum to be transferred.
We also continue to explore larger-scale market consolidation. There are larger operators up for
sale. Potential sales have their challenges, which I will not discuss on this call for obvious reasons,
however more information is available in the public domain.
I will now hand over to Jacques to talk about what we’re doing with the cash right now.
Jacques Marais
Yes. Morning. As Ian mentioned, we had around TZS561 billion in cash and Tanzanian treasury
bills on hand as at 31 March 2018.
We had TZS121 billion invested in Tanzanian treasury bills. The remaining balance of TZS440
billion was spread across six local relationship banks, where we aim to optimise interest income.
We maintain some of our funds in hard currency, primarily as a hedge for future cash flows from our
capital expenditure obligations. This is more or less where we are on the cash.
Ian Ferrao
Thank you Kuda.
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Operator
Thank you very much sir. Ladies and gentlemen, again if you would like to ask a question relating to
the results please press star and then one on your touchtone phone.
We will pause a moment to see if we have any further questions.
Gentlemen, it would appear that we have no further questions in the queue.
Sir, would you like to make some closing comments?
Ian Ferrao
Thanks Chris.
Thank you very much to everyone for joining. I hope that gives you a good insight into our prelim
results for the year. The annual report will obviously now be prepared and published in the coming
months.
Many of you will be aware that this is my last results call as the Managing Director of Vodacom
Tanzania. It has been an absolute honour and privilege to lead the company over the last three
years. Sylvia Mulinge will be joining Vodacom Tanzania as my successor, and I’m confident that
under her stewardship and direction, the company will continue leading Tanzania into the digital
age.
I’m very proud of what we’ve led our business through, in terms of its commercial improvement,
during my tenure. And I’ve seen first-hand the significant contribution that Vodacom Tanzania has
made to the country, its people and its economy.
I really want to thank my colleagues on the Board, the executive team as well as the management
and employees across the company for their hard work.
I’d like to thank all of you on this call, many of whom I’ve interacted with as we went through that
complex IPO process. Thank you all for your support during that.
I look forward to watching the company’s results and continued performance in the coming years.
Operator
Thank you very much sir. Ladies and gentlemen, that then concludes this conference call and you
may now disconnect your lines.

END OF TRANSCRIPT
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