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Who we are

Vodacom is a leading African communications company providing a wide range of communication services,
including mobile voice, messaging, data, financial and converged services to 66.8 million customers.

From our roots in South Africa, we have grown our mobile network business to include operations in Tanzania, the DRC,
Mozambique and Lesotho. Our mobile networks cover a total population of over 220 million people. Through Vodacom Business
Africa (VBA), we offer business managed services to enterprises in 32 countries. Vodacom is majority owned by Vodafone

(65% holding), one of the world’s largest communications companies by revenue.

Our Purpose

Why we exist

To connect everybody to live a better
today and build a better tomorrow

Our Vision

Where we are going

Our Way

How we need to do it

To be a leading digital company Speed, simplicity and trust
that empowers a connected

society

Our Strategies

What we need to do
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How to get the most out of our Integrated report:

This icon tells you where you can find related
information in our report.

vodacom This icon tells you where you can find more
information at www.vodacom.com

This icon tells you where you can find more
information on our parent Vodafone Group Plc’s
website at www.vodafone.com
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Consolidated
annual financial
statements 2017

Sustainability
report 2017

Integrated report These are all available at

Consolidated annual financial statements www.vodacom.com

Sustainability report
Public finances report
Operational reports

Understanding value creation at Vodacom
How to read our report

This report has been developed to enable Vodacom stakeholders to make an
informed assessment about our ability to create value over time. To facilitate
such an assessment, we have structured the report with a clear narrative
structure:

) Providing a high-level strategic and governance overview in the
Chairman’s statement.

P Introducing the company, outlining who we are, where we operate, what we
do, and how we create value and sustain value.

) Providing an operational summary of our performance and strategy in the
CEO’s statement.

) Identifying the material matters that impact on value creation in terms of our
operating environment, our key relationships, and the principal risks and
opportunities facing the company.

) Reflecting on our strategic response to create value, and reviewing our
performance and plans in terms of each of our strategic pillars, against our
key financial indicators and across our operations.

) Reviewing our leadership team and governance and remuneration practices.


http://www.vodacom-reports.co.za/integrated-reports/ir-2017/pdf/sustainability.pdf
http://www.vodacom-reports.co.za/integrated-reports/ir-2017/pdf/sustainability.pdf
http://www.vodacom-reports.co.za/integrated-reports/ir-2017/pdf/sustainability.pdf
http://www.vodacom-reports.co.za/integrated-reports/ir-2017/pdf/afs.pdf
http://www.vodacom-reports.co.za/integrated-reports/ir-2017/pdf/afs.pdf
http://www.vodacom-reports.co.za/integrated-reports/ir-2017/downloads.php

About this repo

Vodacom Group Limited's Integrated report, prepared
in accordance with the IIRC’s International <IR>
Framework, aims to provide our stakeholders with a
concise, material and frank assessment of how we
create value over time.

Report boundary and scope

This report reviews Vodacom’s strategy and business model, risks
and opportunities, and operational and governance performance,
for the financial year 1 April 2016 to 31 March 2017. The report
covers the activities of the Vodacom Group and all our operating
subsidiaries. Financial and non-financial data from our subsidiaries
are fully consolidated”. In assessing the risks, opportunities and
outcomes that materially impact value creation we have looked
beyond the financial reporting boundary to provide for the material
interests of relevant stakeholders, and to address the significant
risks, opportunities and impacts associated with our activities over
the short-term (less than 12 months), medium-term (one to four
years) and long-term (beyond four years).

Reporting frameworks

Our reporting process has been guided by the principles and
requirements contained in the International Financial Reporting
Standards (IFRS), the IIRC’s International <IR> Framework, the
GRI's Sustainability Reporting Standards, the King Code on
Corporate Governance 2016 (King IV), the JSE Listings
Requirements and the South African Companies Act, No 71 of
2008. We have provided extracts from the consolidated annual
financial statements (AFS) in this report. The full set of
consolidated annual financial statements (AFS), as well as a
suite of additional reports, are available online or can be
requested from our Company Secretary. Our 2016 Integrated
report was awarded overall winner in the Chartered Secretaries
Southern Africa Integrated report awards.

Materiality

This report provides information on all those matters that we
believe could substantively affect value creation at Vodacom.
Written primarily for current and prospective investors, the report
is of interest to any stakeholder who wishes to make an informed
assessment of Vodacom’s ability to create value over time. To
identify and prioritise the material matters for inclusion in this
report we undertook a structured process involving senior
decisions makers from across the Group. The process involved a
considered review of: Vodacom’s business model; our interaction
with the six capitals (financial, manufactured, intellectual, human,
social and relationship, and natural); our operating environment;
and the interests of our key stakeholders as expressed by them
during our normal business engagements with them. The
outcomes of this process were reviewed and signed off by the
Audit, Risk and Compliance Committee. This report presents the
identified material information through a clearly structured
narrative. Additional information not material for this report, but
of interest for other purposes, is provided in our other reports
and on our website.

For our GRI content index go to www.vodacom.com

Integrated thinking

Integrated thinking is intrinsic to how we manage our business
and to our internal strategy development and reporting practices.
Our strategy and five strategic pillars have been developed to
ensure that we manage the resources and relationships needed to
create value over time. A considered assessment of the six capitals
(as referred to in the [IRC’s <IR> Framework) informed both our
strategy and the internal materiality process used to determine
the content and structure of this report. A review of our interaction
with the key resources and relationships impacting value is
presented on page 8.

Combined assurance

We use a combined assurance model to provide us with assurance
obtained from management and from internal and external
assurance providers. PricewaterhouseCoopers Inc. audited our
consolidated annual financial statements 2017 and provided an
unmodified opinion thereon. The extracts from the AFS in this
Integrated report are from audited information, but are not
themselves audited. KPMG have undertaken a limited assurance
engagement on selected key performance indicators for the year
ended 31 March 2017 presented in this report and linked to our five
strategic priorities. We also engaged KPMG to undertake a limited
assurance engagement, for South Africa, on selected elements of
our Scope 1, 2 and 3 greenhouse gas emissions that are reported
in our Sustainability report 2017. Those indicators that have

been externally assured have been marked with a (A). Our Audit,
Risk and Compliance Committee provides internal assurance to
the Board on an annual basis on the execution of the combined
assurance plan. The Group’s financial, operating, compliance and
risk management controls are assessed by the Group’s internal
audit function, which is overseen by the Audit, Risk and
Compliance Committee.

Board approval

The Board has applied its collective mind to the preparation and
presentation of the information in this report, which has been
guided by the IIRC’s International <IR> Framework. The Board
believes that this report addresses all material issues and presents
a balanced and fair account of the Group’s performance for the
reporting period, as well as an accurate reflection of our core
strategic commitments for the short-, medium- and long-term.
The directors have applied their judgement regarding the
disclosure of Vodacom’s strategic plans, and have ensured that
these disclosures do not place Vodacom at a competitive
disadvantage. On the recommendation of the Audit, Risk and
Compliance Committee, the Board approved the Vodacom AFS
and the Vodacom Integrated report on 2 June 2017.

Signed on the Board’s behalf:

er

MP Moyo Shameel Aziz Joosub
Chairman Chief Executive Officer
2 June 2017 2 June 2017

1. Where we only have data for our South African operation (which represents 76.3% of service revenue and 85.8% of EBITDA), we indicate this with #). We've used (*) to
indicate normalised growth adjusted for trading foreign exchange and at a constant currency, using the current financial year as a base (collectively ‘foreign exchange”).


http://www.vodacom-reports.co.za/integrated-reports/ir-2017/pdf/additional-docs/gri-checklist-2017.pdf

Our business Operating context

Delivering on our strategy

For our customers

We've extended 3G coverage to

99.2%

and 4G coverage to

75.8%

of South Africans.

In our International operations we added:

284 4Gsites 888 3Gsites 536 2Gsites

M-Pesa with

1 2.9 million customers and

M-Pawa with

1 02 million customers

are providing money transfer, savings and credit services
to people outside the financial system.

To drive affordability, our blended average effective price per
minute reduced

14.3%

and our average effective price per MB reduced

1 6 ° 0% ‘ in South Africaand

$325% | mozambique § 10.0%
DRC $293% | lesoto ¥ 34.2%

Tanzania

Our governance structure Administration

For our people

We spent

R277 million

on skills development and enrolled

128 @

graduates in our graduate programme across the Group.

We are serious about
diversity in South Africa

(¢
73 O of our employees are black, and 47%
are women. 58% of our Executive Committee members
are black.

For our providers of capital

Since listing on the JSE, we've
delivered a total shareholder return of

307.4%

Source: Factset

We paid a total of R1 4.5 bi u.ion to equity

shareholders and debt funders in 2017, with R11.7 billion
paid in dividends and R2.8 billion paid in interest.

In our societies

We contributed

R16.1 billion =

total cash contribution to public finances.

Level 4

Black Economic Empowerment contributor status
in South Africa.

In procuring goods and services R24 billion weighted
spend on BEE-status suppliers and R5.7 billion
to >30% black woman-owned suppliers in South Africa.

We spent

R114 miltion

on corporate social investment across the GFOUD

We launched the Siyakha platform to promote
digital inclusion offering zero-rated content on
specific education, health and employment websites,
aswell as a free, text-based version of Facebook.

Your feedback please!

this QR code link which will take you to a quick-and-easy feedback
form on your smartphone.

We’d really value your feedback on our Integrated report. Please use
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This has been another pleasing year for Vodacom,
with significant value created for each of the
company’s stakeholders.

» For shareholders, Vodacom delivered a total shareholder return
of 0.4% year-on-year, with headline earnings per share (HEPS) up
4.5% to 923 cents per share, and a final dividend of 435 cents
per share, totalling 830 cents per share for the year.

» Customers have continued to benefit from the significant
investment in the Vodacom network, and our activities in
reducing voice and data costs, providing highly personalised
packages, and expanding our product and service offerings in
such areas as digital content, inclusive finance, insurance and the
Internet of Things (IoT). Recognition of these benefits is reflected
in Vodacom’s leading performance in net promoter score (NPS)
in South Africa, the DRC and Lesotho, and the various reputation
awards that the Company once again received this year.

» Inaddition to the employment and personal development
opportunities, Vodacom’s 7 589 employees have enjoyed the
benefits of working in a diverse and broadly representative
office environment that recognises and rewards top
performance, invests in talent development, and fosters a
culture of employee engagement.

» The broader community has benefited from the increased levels
of connectivity across all of Vodacom’s markets, including
digital-inclusion initiatives such as M-Pesa, our Siyakha platform
and Vodacom e-school, as well as from our increased financial
contribution in the form of public finances and tax contributions,
procurement payments, and corporate social investments.

This substantial value generated and shared over the year reflects
the effective execution of the Group’s strategy, in the face of
challenging market conditions across all operations.

statemen

9

Chairman

Peter Moyo

Engaging with government in
South Africa

This has been an eventful year in South Africa, both for business
in general and for the telecoms sector in particular. The recent
sovereign debt rating downgrade, the continuing political
uncertainty, and weak levels of job growth, have placed a strain on
the economy and on levels of business and consumer confidence.
In the telecoms sector, we have seen strong consumer calls to
reduce data prices, as well as some significant regulatory and
policy developments.

We have engaged with government throughout the year on

their Integrated ICT Policy White Paper, and more recently on

the revised ICT sector code for Broad-based Black Economic
Empowerment. Vodacom’s Vision 2020 strategy shares
government’s underlying objective of broadening access to
connectivity and realising the full potential of ICT as a means of
achieving the country’s developmental goals. In my review last
year, | spoke of the closer dialogue that we were seeing between
government and business, and of the expressed willingness of
many government leaders to address some of business’s key
concerns. The need for such dialogue remains as important as
ever. As an industry, the telecoms sector can play an instrumental
role in driving further transformation and facilitating inclusive
economic growth. For this to be fully realised, however, it is critical
that we work together to find solutions that are in our collective
interest, and that most effectively harness the power of the
market to drive the innovation that the ICT sector can provide.

It is, therefore, important that the carefully considered hybrid
solution as proposed is accepted to move the industry forward
and help government achieve its objectives.

02 Vodacom Group Limited Integrated report for the year ended 31 March 2017




Our business Operating context

A challenging year in our International
markets

Our International operations have had a particularly challenging
year, feeling the impact of high exchange rate volatility and
regulatory changes in most of our markets, especially the
customer registration requirements in the DRC, Tanzania and
Mozambique. In each of these countries Vodacom has done

the utmost to ensure compliance with these registration
requirements, and has worked closely with regulators in an
effort to maximise the efficiency of these processes.

The DRC remains the most challenging of our operations, facing
continuing concerns around security and infrastructure, a significant
weakening of the Congolese franc, and potential political instability
around the proposed presidential elections. Given this tough
operating context, it is encouraging that we have managed to regain
most of the customer numbers disconnected in compliance with
customer registration requirements in the prior year, regained
market share, and successfully rolled out the Vodacom rebranding
across the country.

In Mozambique, we had positive performance over the year,
maintaining double-digit revenue growth despite challenging
economic conditions, including the 55.8% depreciation of the
metical against the rand. While we anticipate some further
macroeconomic challenges in the year ahead, with the recent
downgrade of the country’s sovereign debt rating, we have a very
strong base for further growth, with significant potential for data
optimisation and further uptake of M-Pesa on the back of the new
operating platform.

Tanzania has seen a year of two halves: the impact of the
customer registration requirements and the challenging
competition at the beginning of the year, has been offset by the
continuing strong growth in data and M-Pesa over the second half.
The team has put considerable effort into ensuring the first listing
of a telecoms company on the Dar es Salaam stock exchange
(DSE), reflecting its strong commitment to localisation.

With a young population, strong GDP growth, and low levels of
data penetration, the country presents exciting opportunities

for data growth.

Lesotho had another excellent year, with strong revenue growth
and good uptake of our targeted segmented propositions.
Opportunities remain for further smartphone penetration and
more utilisation of our 4G network.

Maintaining good governance

As Chairman of the Board my primary responsibility is to ensure
that the Board provides an informed and objective oversight of the

Delivering on our strategy

Our governance structure Administration

Group’s strategy and performance, and that it delivers effectively
on its fiduciary responsibilities. This year, we commissioned an
independent evaluation of the Board’s activities, and were
reassured by their findings that the Board is doing well in
fulfilling its duties. | believe that the Board’s continued
effectiveness reflects the skills, experience and diversity of its
members, and their deep understanding of the Group’s activities
and operating context.

Although half of our non-executive directors represent Vodafone,
and thus are not deemed independent as recommended by

King IV, as a Board we are satisfied that the balance of power and
objectivity on the Board is sufficient and does not require
additional independent voices. To address non-compliance with
the JSE Listings Requirements, we had agreed with the JSE that
the respective Chairs of the Remuneration Committee and the
Nomination Committee (neither of which has a majority of
independent non-executive directors) would have a casting vote
in the event of any deadlock or dispute.

During the year, we began to prepare for the succession planning
of our independent directors and of the Chairman of the Audit,
Risk and Compliance Committee. Given Vodacom’s Vision 2020
strategy, which seeks to reposition the Company as an overtly
digital organisation, as part of this succession planning we will be
looking to bring on board new skills to ensure the effective
oversight of this digitisation strategy.

Appreciation

After eight years serving as Chairman of the Vodacom Board since
listing on the JSE, | have decided to step down from the Board to
take up the exciting opportunity of joining Old Mutual Emerging
Markets as its CEO with effect from June 2017. | wish to express
my deep gratitude to all my colleagues on the Vodacom Board
and the executive team whom | have worked with throughout this
time. It has been an incredible privilege to be a part of Vodacom’s
significant growth over this period.

| look forward to watching Vodacom’s continued success as it
repositions itself as a digital company that is committed to
democratising Internet access, and providing the digital products
and services that empower the lives of its customers.

(er

Peter Moyo

Chairman

2 June 2017
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Where we  _
operate

million 2017 2016
M South Africa 371 342
M Tanzania 127 12.4
DRC 10.4 8.5
Ml Mozambique 5.1 48
M Lesotho 15 1.4
Total 66.8 61.3
Points of presence (PoPs)
for mobile operations
. | . .
Revenue South Africa > — Tanzania

Ownership 93.75%' ; Ownership 82.15%

Population? (estimate): 55 million Population? (estimate): 55 million

GDP growth estimate 0.3% GDP growth estimate?: 6.8%

Customers:  37.1 million Customers:  12.7 million

ARPU? (local currency per month): R111 ARPU? (local currency per month): TZS6 003

million 2017 2016 Licence expiry period: 2029 Licence expiry period: 2031

M South Africa (R) 64729 62279 : Service revenue market share: 51.0%* Customer market share: 30.9%

M Tanzania (TZS) 933292 923347 Coverage®: 99.9% Coverage®: 88.0%

DRC (US$) 407 413 429 605 NPS: 1st : NPS: 3rd

M Mozambique (MZN) 14641 11896 PoPs — formal: 10 048 PoPs — formal: 100 810

B Lesotho (LSL) 1116 1027 PoPs — informal: 55249 PoPs — informal: 14522

What we offer

We have over 66.8 million individual

customers using our wide range of -
products and services, all of which are

available on either contract, top-up or
prepaid. Our consumer products and
services include voice, messaging and
data across mobile and fixed networks,
as well as financial services and
entertainment offerings. We also
provide various communication
solutions to our enterprise customers in
the public sector, and amongst large,
medium and small enterprises. These
include connectivity and unified
communication services, cloud and

hosting, managed mobility and n Consumer services

data security.

Consumer products

D Enterprise
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Our business Operating context Delivering on our strategy Our governance structure Administration

. . 7
Vodacom Business Africa //

.

Angola Gabon Senegal
Benin Ghana Sierra Leone
Botswana Kenya Singapore
Burkina Faso Lesotho South Africa
Cameroon Madagascar Swaziland
Cote d’lvoire Malawi Tanzania
Democratic Malaysia Uganda
Republic of Mauritius United Kingdom
Congo (DRC) Mozambique Zambia
% . Djibouti Namibia Zimbabwe
7z //// Equatorial Guinea  Nigeria
- France Rwanda

Notes:

1. 6.25% held indirectly through structured entities which are consolidated in terms of
IFRS 10: Consolidated Financial Statements as part of the BBBEE transaction.

2. Bureau for Economic Research (BER) and the Economist Intelligence Unit (EIU).
Gross Domestic Profit (GDP) relates to real GDP growth.

3. Total average revenue per user (ARPU) is calculated by dividing the average monthly
service revenue by the average monthly active customers during the period.

4. 2018/2028 relates to the 2G licence and 2026/2032 relates to the 3G licence.
5. 2G coverage.

A These items were the subject of the limited assurance engagement performed by KPMG.
DRC Wz Mozambique | Lesotho -
Ownership 51% Ownership 85% Ownership 80%
Population? (estimate): 80 million Population? (estimate): 29 million Population? (estimate): 2 million
GDP growth estimate®: 4.2% GDP growth estimate® 3.2% GDP growth estimate® 2.1%
Customers:  10.4 million Customers: 5.1 million Customers: 1.5 million
ARPU? (local currency per month): US$3.5 ARPU® (local currency per month): MZN216 ARPU3 (local currency per month): LSL61
Licence expiry period*: ~ 2028/2032 Licence expiry period*: 2018/2026 Licence expiry period: 2036
Customer market share: 38.9% Customer market share: 47.6% Customer market share: 90.9%
Coverage®: 49.1% Coverage: 43.9% Coverage®: 97.6%
NPS: 1st NPS: 2nd NPS: 1st
PoPs — formal: 11859 PoPs — formal: 17990 PoPs —formal: 5008
PoPs — informal: 212773 PoPs —informal: 5700 PoPs —informal: 7212

L/

Group
service
revenue

9076
Data
mobile broadband,
mobile internet, fixed

Messaging
SMS and MMS

Voice
mobile and fixed

2017

% 2017
Il Mobile voice
Mobile data
B Mobile interconnect
Mobile messaging
r service revenue

2016

Cloud and
hosting

Unified
communication
voice

messaging
video

Connectivity Security
wireless
fixed

mobile

Managed mobility
Internet of Things
(IoT)

Entertainment
music streaming

Financial services
M-Pesa

Self-service care
MyVodacom app

customer
revenue

M-Pawa
insurance
mHealth
mAgriculture

Vodacom online
Unstructured
Supplementary Service
Data (USSD) self-help

video entertainment
gaming
sports

%

2017 2016

Il Mobile contractrevenue 42 42

Mobile prepaid revenue

58 58
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What we do

We secure access to spectrum, invest in mobile and fixed telecommunications infrastructure, develop and distribute
products and services tailored to our specific market segments, and run a strong customer care and brand programme.

These activities enable us to ensure revenue growth and high levels of cash generation, which is used to reinvest in the resources and
relationships we rely on to do business. This virtuous circle of investment, revenue growth, cash conversion and reinvestment generates
value across our stakeholder groups and regions of operation, empowering the digital lives of our customers, and connecting everybody
to live a better today and build a better tomorrow.

Our value chain activities

01

02

Most of our communication services depend on accessing spectrum, which we strive to secure at a competitive price through
proactive engagement with government and regulators. Securing access to spectrum remains a priority in all our markets.

As part of our Vision 2020 strategy, we are building on our substantial investment in network infrastructure by expanding into
fixed broadband assets (cable and fibre), and investing in IT services relating to data centres, big data analytics, customer
relationship management capability, billing, mobile finance and online resources.

é

vodafone

03

We manage a significant supplier landscape with total procurement spend in 2017 of R32.7 billion. We leverage from the global
purchasing power and responsible procurement practices of the Vodafone Procurement Company, enabling the purchase of
responsibly manufactured network equipment and handsets on favourable terms. We balance the benefits of global purchasing
with our commitment to promoting economic opportunities in our host countries and driving Black Economic Empowerment in
South Africa.

To maintain revenue growth, ensure revenue diversity and drive market share, we constantly seek opportunities to develop new
products, services and pricing models. We are driving a segmented customer approach to ensure that we cater for all customers’
needs, wants and behaviours in both the consumer and enterprise markets. We strive to provide for customer concerns relating
to privacy, and to mitigate the risk of data theft or loss. In developing our products and services, we recognise the importance of
developing a company culture that fosters innovation and a ‘customer first’ attitude that enables the digital life of our customers.

We use various sales and distribution channels, including wholesale distributors, retailers, franchise stores, direct sales partners,
street vendors and informal resellers. We have transformed almost all of our branded stores from transactional to experiential
models to deliver an enhanced customer experience. Our value chain of Vodacom repair centres and regional repair hubs has
positioned us as market leader in aftersales. Through container shops and informal traders we provide important opportunities
for small-scale entrepreneurial businesses.

Recognising that the quality of customer service creates a meaningful and sustainable differentiation, providing ‘the best
customer experience’ is one of our key strategic priorities. We strive constantly to deepen our understanding of our customers
and their needs across a range of consumer segments and geographic regions, and to provide targeted product and service
offerings to meet their needs. Our ambition is to provide a seamless, personalised, one channel, digital customer experience,
with exceptional customer service being our primary goal.

We build a brand with purpose, developing and maintaining a reputation as a company that empowers a connected society and
that shows leadership in promoting social transformation. We communicate our service offerings and maintain our strong brand
presence through our marketing and brand strategy. The iconic Vodacom brand is an important driver of purchasing decisions for
consumers and enterprise customers. This year, Vodacom DRC rebranded from blue to red, contributing to the remarkable
improvement in net promoter score (NPS). External reputation surveys show Vodacom is consistently one of the most
recognised and trusted brands across our footprint.

06 Vodacom Group Limited Integrated report for the year ended 31 March 2017



Our business Operating context

Delivering on our strategy

Our governance structure Administration

How we create value

Our profit formula

We generate profit by efficiently utilising mobile fixed connectivity, cloud and hosting and fixed-line assets to provide
our consumer and enterprise customers with valued voice, data, messaging and related services. Our competitive
differentiation lies in the quality of our network, the nature of our products and services, the ability to use data
analytics to extract value, the extent of our regional footprint, the quality of the relationships we have with key
stakeholders, and our proven ability to manage our cost base.

Our revenues

Most of our revenue comes from selling mobile data, voice and
messaging services to individual consumers, with the balance
coming from the sale of these mobile services, coupled with
connectivity, cloud and hosting and network provision services to
our enterprise customers. The decline in mobile voice revenue
has been more than offset by significant growth in enterprise and
data revenue, fuelled by the increased uptake of smart devices,
improved network coverage, more affordable data bundles and
enhanced digital content.

» 41.7% of our customer revenue is generated from customers
who pay on a monthly basis via fixed-term contracts
(contract), while the balance top up their airtime on a
prepaid basis.

» 70.6% of mobile contract revenue is in-bundle, reducing
exposure to the risk of discretionary spend in out-of-bundle
usage.

Key revenue differentiators

Rated first in network quality in three of our five countries of
operation.

A diverse and widespread distribution network across all our
operations.

Industry-leading customer value management (CVM)
systems, people and processes.

Personalised offers to customers to better fit their needs and
behaviours.

Leveraging off global enterprise relationships for pan-African
service delivery.

Best-in-class customer service support systems.

Ability to leverage off our relationship with Vodafone, driving
global best practice in performance.

Group service revenue composition (%)

% 2016 2017
Ml Consumer service revenue 79 78
M Enterprise service revenue 21 224

Increase in
service revenue

A These items were the subject of the limited assurance engagement
performed by KPMG.

Our costs

We have a strong track record of optimising expenses and
converting revenue into cash flow. We have achieved significant
results in limiting cost growth through our ‘Fit for growth’
programme, managing staff expenses, publicity spend and other
operating expenses. This has been enabled through an improved
culture of cost containment across the business. Our resulting
strong cash flow helps us to maintain a high level of capital
re-investment, primarily in our network infrastructure to maintain
our leading position in network coverage, call quality and data
speed in all our markets. We have also focused capital spend

on our new billing system as we transition from a predominately
mobile company to a unified communications provider.

In addition to investing in the future prosperity of the business,
cash generated from our business allows us to maintain our
generous shareholder returns, with our dividend policy of

paying out at least 90% of HEPS.

Key cost differentiators

Leveraging global best practice on cost optimisation through
our Group-wide ‘Fit for growth’ programme where we benefit
from and share best practice with Vodafone.

Benefiting from the purchasing power of Vodafone
Procurement Company.

Consistent investment in network, delivering continuous
improvement in operating costs through more efficient
technologies and network innovation.

Robust governance processes for approving investments and
reviewing product, cost and investment decisions.

Group total expenses composition (%)

2016 2017
% 2016 2017
M Direct expenses 63 61
[ staff expenses 1 11
Publicity expenses 4 4
M Other opex 22 24

Increase in total
expenses
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How we sustain value

Investing in the resources and relationships impacting value

Key resources

Human and intellectual capital &
The technical and managerial skills, productivity and wellbeing of our

people — coupled with a company culture and governance systems that

foster innovation and compliance — are critical to our long-term success.
Investing in our people is one of the most significant costs to our business.

Social and relationship capital <

A positive reputation and quality relationship with customers, regulators,
investors, suppliers and communities is the foundation of our ability to
generate revenue. Maintaining quality relationships across all stakeholders
may require trade-offs as we seek to address sometimes competing
stakeholder interests.

Manufactured capital

-
Our network infrastructure, data centres, distribution infrastructure and
software applications are an important source of competitive differentiation.
Investing in building and maintaining this infrastructure requires significant
financial capital, and appropriate levels of human and intellectual capital.

-
Financial capital —which includes shareholders’ equity, debt and LT
reinvested capital —is a critical input in executing our business activities and
in generating, accessing and deploying other forms of capital. Balancing the
short-term interests of investors with longer term growth objectives, and
with some of the interests of other stakeholder groups, remains an
important objective.

é
Natural capital “

We require natural capital such as land and energy to deploy and operate
our manufactured capital. Accessing these inputs diminishes financial and
natural capital, the impact of which is lowered through energy efficiency
initiatives and site sharing.

# South Africa only.
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Key inputs \l/

v

v

v

v v

v v v

7 587 employees.
Trusted employee relations.

Sound compliance and
governance systems.

Technical and managerial
skills.

66.8 million customers.

Informed engagement
with regulators.

Investor confidence.

Positive supplier
relationship.

Trusted brand.

19 192 base station sites.

South Africa 92.1%,
International 86.0%
self-provided fibre and
microwave connections.

R11.3 billion capital
expenditure for the year,
R37.5 billion in the

past three years.

R226 billion market
capitalisation.

0.7 times net debt to EBITDA
ratio to execute growth.

R11.4 billion free cash flow.
R777 million interest earned.

501 GWh electricity®.
382 483 kl water®,
3.9 million litres fuel®.



Our business Operating context

Activities to sustain value f

Providing competitive remuneration and personal
development opportunities.

Investing in technical skills and leadership development,
employee wellness and safety.

Implementation of various health and safety initiatives.

Promoting employee diversity to address inequalities and
improve customer appreciation.

Differentiating our customer offering through network
quality, positive customer experience and tailored products
and services.

Engaging actively with regulators, pursuing full compliance
and driving a societal contribution.

Ensuring transparent investor communication.

Delivering social value through enhanced connectivity and
services in inclusive finance, education and health.

Maintaining our network leadership through targeted
investment.

Enabling 2G, 3G and 4G on same network equipment
through radio access network modernisation programmes.

Progressing with customer billing transformation and
migration to our new M-Pesa platform.

Developing systems and processes to enable big data analytics.

Optimising capital allocation.
Diversifying revenue growth areas.
Driving ‘Fit for growth’ cost programme.

Maintaining strong corporate governance structures and
finance team.

Purchasing power on network equipment, devices and operating
expenditure through Vodafone Procurement Company.

Strong focus on energy efficiency of our network.

Identify opportunities to use communications technology in
enabling a low carbon economy.

Recycling handsets and network equipment.

1. Excludes staff expenses of R742 million (2016: R687 million) capitalised against property, plant and equipment. Includes dividends of R44 million

Delivering on our strategy

Our governance structure Administration

53

+/ R5.5 billion invested in wages and benefits.

~/ R277 million invested in employee training.

«/ 75% black and 43% female representation in senior
management.

X 1 contractor fatality.

53

+/ 17 point lead in net promoter score (NPS) in South Africa.

~/ R16.1 billion Group total cash contribution to public finances.

+/ R24 billion weighted spend with BBBEE suppliers.

~/ 12.9 million M-Pesa customers.

X Increased billing complaints as a result of challenges
implementing new billing system.

X Lost customers due to customer registration requirements in
some countries.
Continuing engagement with government and regulators on
regulatory and policy issues.

a3

+/ Rated first for network quality three out of five of our markets
in network NPS.

~/ R11.3 billion invested in strengthening network.
+/ 19192 base station sites.

~/ Improvements in customer experience voice and data KPls
across all operations.
X Slower than anticipated fibre rollout.

a3

+/ Revenue up 1.5% to R81.3 billion.

~/ EBITDA up 2.9% R31.2 billion.

+/ Cash generated from operations: R31.8 billion.

+/ Headline earnings per share: 923 cents.

+/ Total dividend per share declared: 830 cents.

+/ R2.8 billion paid to debt funders in interest.

X Weaker International performance due to customer registration
requirements.

a3

~/ 1.3 GWh energy saved at our buildings in South Africa.
+/ 68.5 tonnes of e-waste recycled.
976 solar-operated sites.

X 683 439 tonnes CO, emissions (Scope 1, 2 and 3). 18% increase
from last year.

Ongoing

(2016: R41 million) relating to the forfeitable share plan which was offset against the forfeitable share plan reserve.
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Pleasing performance in a challenging
context

This has been another year of pleasing performance in
a challenging operating environment. Our South African
business continues to perform well, supported by
strong customer gains and good growth in data and
enterprise services. As we expected, our International
operations had a more difficult year. Growth slowed as
a result of customer disconnections in the prior year,

in compliance with customer registration requirements,
and there was the added impact of high exchange rate
volatility in some of our markets.

Group revenue increased 1.5% this year to R81.3 billion, with service
revenue up 2.3% to R68.3 billion; normalised for the effects of
foreign currency translation this was up 3.4%* and 4.4%* respectively,
driven by a 16.4% increase in data revenue to R24.8 billion, and a
12.2% growth in enterprise revenue. In South Africa, customer
growth was strong at 8.6%, with 3.0 million new customers. In our
International operations, customers increased 9.3% to 29.7 million,
signalling a return to positive net additions, after 4 million
customers were disconnected due to customer registration
requirements in the prior year. Group EBITDA grew 2.9% to

R31.2 billion, up 7.1%*, excluding foreign currency translation
impacts, with headline earnings per share up 4.5% to 923 cents

per share, and a final dividend per share of 435 cents.

Our strong overall performance was achieved through the
successful execution of our strategy of investing significantly in
network infrastructure, providing segmented and personalised
pricing plans, and targeting revenue growth in data, M-Pesa and
enterprise, underpinned by our continuing cost-efficiency drive.

Over the past three years, we have invested R37.5 billion in
network infrastructure, further expanding our 2G, 3G and 4G

statemen

CEO’

Shameel Aziz Joosub

coverage, increasing data speeds, and reducing our dropped-call
rate across the region. With our network quality being a key
competitive differentiator, we have successfully monetised this
investment and delivered the return on capital, maintaining a
strong lead in NPS for network quality and coverage in all our
markets other than Tanzania and Mozambique, both of which
have shown significant improvement. Investment in our internal
systems enabled the rollout of our initial activities in big data,
such as our ‘Just 4 You’ platform, and included a complete
overhaul of our customer back-end billing systems

in South Africa.

In our South Africa segment we are seeing positive outcomes from
our pricing transformation strategy and our personalised package
offerings, with our ‘Just 4 You’ platform driving the sale of over

1.5 billion voice and data bundles over the year. Prepaid customers
reached 32.0 million, up 9.3%, driven by the success of an improved
value proposition through ‘Just 4 You’ offers, the successful launch
of our Youth (NXT LVL) proposition and a highly engaging summer
promotion. We added 218 000 contract customers during the year,
and improved loyalty, evidenced in the low contract churn of 4.2%,
and we increased contract ARPU by 2.8% to R408. As part of our
commitment to democratising Internet access, we are driving
down customers’ data costs, reducing our effective rate for data

by 16.0%, which over the last four years is a 54.1% decrease in
data prices. We have introduced an enhanced smart notification
service to pre-empt customers’ out-of-bundle expenses, and we
are running targeted consumer campaigns to increase awareness
on how to purchase maximum-value bundles, check balances

and more efficiently manage purchased data. We will launch other
initiatives to address out-of-bundle pricing. In January this year, we
launched our Siyakha platform in South Africa, offering very
low-cost voice and data bundles, entry-level smartphones, and
targeted content offerings, including free access to content on
specific education, health and employment websites, and a free,
text-based version of Facebook.

*  Normalised growth adjusted for trading foreign exchange gains/losses and at a constant currency (using current period as base), (collectively ‘foreign exchange’).
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Our business Operating context

We continue to make excellent progress in growing and
monetising data through our four-pronged approach: having

the best network; driving the sale of smart devices; offering
affordable data bundles across all customer segments; and
providing compelling reasons to consume data. We have extended
our 3G and 4G population coverage to 99.2% and 75.8%
respectively, expanded our high-speed transmission to 92.1% of
our sites, and are making good progress on our fibre deployment
by entering into strategic wholesale agreements with other
network providers. We continued to promote the uptake of smart
devices by providing financing and increasing availability of low-
cost Vodacom-branded devices. By year end, the number of active
smart devices on our network increased 18.0% to 16.8 million,
with growth slightly slower than anticipated due to weaker local
currencies. Data customers increased 8.3% in South Africa to

19.5 million, and 4G customers on the network increased

86.7% to 5.1 million, with the average monthly data usage on
smartphones increasing 25.0% to 560MB, driven in part by a
16.0% reduction in the price per MB.

Enterprise revenue growth was strong at 12.7% (of which 2.8ppts
relates to the impact of Autopage customer buy-backs in the prior
year), supported by our fixed-line and business managed services,
as well as our cloud and hosting revenue growth. We have secured
the mobile voice and data communications contracts for national
and provincial government departments for four years, enabling
us to partner with government to support greater innovation.

To drive enterprise growth, we are focusing on three principal
investment areas: building market leadership in loT; realising
growth opportunities for digitalisation in the SME sector; and
scaling converged services through our targeted investment

in fibre, fixed wireless capillarity and next generation networks.
This year, our fixed-line and business managed services revenue
increased 8.3%, with cloud and hosting increasing 35.2%, and our
loT revenue up 19.1% to R662 million.

We continued to deliver significant operational efficiencies
through our ‘Fit for growth’ programme, a Vodafone Group-wide
initiative that allows us to leverage global best practice on
optimising costs. We rebalanced our subsidies towards data-
enabled devices, resulting in improved take up of data services
and improved returns. We secured material savings across our
retail and distribution operations, and also benefited from
improved inventory management and reduced office
accommodation expenses, as we rationalised offices and
adopted the new ways of working.

This positive overall performance has been achieved despite the
challenges experienced in our International operations, where
service revenue declined 5.6% year-on-year; normalised for
currency fluctuations, we delivered 2.2%* growth in these
operations. Growth has been impacted by exchange rate volatility
and by the expected slowed growth resulting from the
disconnection of customers most notably in the prior year in
compliance with customer registration requirements in the DRC,
Mozambique and Tanzania. Short-term pressure remains, with
signs of improvement in Tanzania, very strong execution in
Mozambique and Lesotho, but a challenging macroeconomic
environment in the DRC. We have introduced ‘Just 4 You’
personalised offers across all our operations and take up is
progressing well, contributing to the demand for data with data

Delivering on our strategy

Our governance structure Administration

customers increasing 29.3% to 13 million. We continue to focus
on our commercial and network offering to drive data growth,
ensuring customers have access to better low cost smart devices,
especially Vodacom branded devices, increasing data network
speeds and driving the adoption of data bundles. Our inclusive
finance offering, M-Pesa, remains a significant source of growth:
we now have 12.9 million M-Pesa customers across our
operations, up 40.1% on the prior year, contributing to M-Pesa
revenue growth of 19.4%. We are building on our success with
M-Pesa through various new inclusive business initiatives that we
are developing in agriculture, health and education.

Subsequent to year end, Vodacom Group has agreed terms with
Vodafone to buy a strategic interest (34.94%) in Kenya's market-
leading telco, Safaricom. Apart from being a household name in
Kenya, Safaricom is a high growth, high margin, high cash
generating business that operates in a high growth market with

28.1 million customers. Closer cooperation with a quality asset
such as Safaricom will create further value and lead to mutually
beneficial opportunities for both companies, such as best practice
sharing, replicating Safaricom’s success with M-Pesa, and creating
new pan-African enterprise solutions in other East African markets.
Safaricom’s leading mobile money platform, M-Pesa, is an important
driver of Kenyan economic growth, providing essential financial
services to over 19 million customers. The proposed transaction will
improve Vodacom Group’s presence in East Africa, jointly increasing
the company’s growth in financial services customers to 29 million”,
making it a formidable player in financial services on the continent.

Positioning ourselves for a changing

operating context

This year, we revised our strategy to ensure that we are best
positioned to seize the opportunities, and manage the risks, of a
rapidly changing marketplace, characterised by significant levels
of digitalisation, highly connected consumers, and a changing
landscape of competition and collaboration, with continuing
regulatory challenges.

Recent developments in digital technology — in areas such as big
data analytics, artificial intelligence and the rise of virtual and
augmented reality, autonomous vehicles and the Internet of
Things — present significant opportunities for business growth. Our
new strategy positions Vodacom to be a leading digital company
that empowers a connected society. Digitalisation offers valuable
opportunities for us to extend revenue streams beyond
connectivity, and requires us to rethink the networks and
technology of the future, redefine customer engagement and
develop a company culture that attracts the best digital talent.

It also presents unparalleled opportunities to drive positive social
change in areas such as education, healthcare, financial services
and agriculture.

Our Vision 2020 strategy has five key strategic elements:

» Segmented propositions: Using big data analytics and
machine learning, we will develop a complete 360 view of the
customer, and develop personalised customer propositions to
lead in our chosen segments. We have established dedicated
acceleration units to develop product and service offerings for
each of our targeted customer segments. Across each of these
segments we are identifying new opportunities to monetise data
and grow data usage by delivering relevant digital content

1. Number of unique customers who have generated revenue related to M-Pesa in the past 30 days.

11



CEO’s statement continued

services (in TV and video, music streaming, gaming, news and
sport), as well as developing new offerings in areas such as
mobile financial services, insurance and loT. We have already
achieved impressive results this year in the youth segment,
with our recently launched NXT LVL campaign. Since launch
in May 2016, we have achieved impressive results with more
than 1.5 million youth customers on the platform with much
stronger ARPU uplift and more data usage.

» Best customer experience: Our aim is to provide customers
with a seamless and frictionless one-channel experience,
ensuring consistent, personalised and efficient customer
engagement, across all touch-points, with digital the dominant
support channel and MyVodacom app the channel of choice.
Having successfully delivered on our three-year retail strategy
—transforming 97% of our Vodacom-branded stores, achieving a
10% year-on-year improvement in total NPS —we are placing
greater focus on enhancing our digital customer channel. We are
investing in richer and more intelligent interfaces, big data
analytics, and IT-based customer engagement and management
tools to optimise the customer experience and achieve greater
efficiencies across all channels. We experienced limited
operational challenges this year in the transition to our new
Customer 3D billing system, which is expected given the scale of
this change. Although this caused a drop in our NPS score on
billing, we retained our healthy lead in overall NPS.

» Best technology: We are preparing the network for the future to
be the leading telco with the best network, and are placing an
increased focus on technology and intelligent information
systems to unlock big data capabilities and improve
organisational agility. We will further expand both mobile and
fixed connectivity (FTTx) and deploy new network technologies,
while rolling out a national loT network and developing new loT
applications and solutions. In November 2016, we commenced
network build in the narrowband Internet of Things (NB-loT), a
low-power wide-area network technology that brings significant
new opportunities for the types of loT use cases that we are
developing, including in e-health, connected agriculture, smart
metering and logistics.

» Digital organisation and culture: Becoming a leading digital
company requires a digital transformation within our own
organisation. We have begun the process of transforming
Vodacom into a truly digital organisation, with our investment in
acquiring new skills and talent in areas such as big data,
analytics, actuarial science and digital marketing. We have
partnered with tertiary institutions to develop and access the
required emerging skills for our digital future. To ensure that we
capitalise most effectively on the rapid rate of change across the
ICT sector, we are developing a culture of innovation and agile
decision taking, simplifying our existing systems and processes,
and empowering our people to use their skills and resources to
develop and deliver innovative products and services through
more collaborative structures.

» Our brand and reputation: Our aim is to ensure that Vodacom
is the customer brand of choice, with a strong purpose-driven
brand and a deserved reputation for responsible leadership.
This year saw further progress in promoting financial inclusion,
education, agriculture, and healthcare, through our business-
driven partnership initiatives such as M-Pesa, the Connected
Farmer platform, Vodacom e-school, and our various health-
related mobile applications. Taken together with our corporate
social investments activities, and our core business of
connectivity, these initiatives are making an important

contribution to national developmental objectives and the
global UN Sustainable Development Goals. For example, on
education, one of South Africa’s most pressing development
challenges, we have provided more than 220 000 learners with
free access to relevant education content, supplied ICT
equipment and Internet connectivity to 3 000 schools, trained
over 100 000 teachers on the use of ICT, and equipped and
connected 92 teachers across the country. We have continued
to demonstrate leadership in Black Economic Empowerment
(BEE) in South Africa, and are seeking to drive this further with a
particular focus on promoting transformation across our
distribution channels. | believe that our evident commitment to
promoting transformation and driving digital inclusion are
important contributors to the strength of the Vodacom brand
and to the numerous brand and reputation awards that we
received across markets and consumer segments.

Future outlook

The rapidly developing digital environment, and continuing
political, regulatory and market uncertainty, highlights the

need for us to be highly agile in our operations. The anticipated
sustained pressure on consumers in most of our markets,
underscores the relevance of taking a segmented consumer
view, with highly personalised offerings. Regulatory and policy
developments remain an important challenge across our
markets. In South Africa, we held constructive engagements with
government and the regulator on the ICT White Paper. We are fully
committed to the overarching aims of the White Paper, and have a
shared interest in promoting universal access to connectivity,
ensuring the success of the proposed wireless open access
network, and sharing the important social benefits that ICT
provides. We will continue to engage with government and the
regulator during the process to give effect to the objectives of
the White Paper, with the aim of finding an optimal solution for
all parties. We believe that the solution lies in a hybrid model
which ensures that the industry gets spectrum to achieve key
societal milestones while ensuring the success of the wholesale
access network.

| believe that with our new Vodacom Vision 2020 strategy, and the
steps we have already taken towards implementing the strategy,
Vodacom is well placed to realise and share the significant
opportunities associated with the increasingly rapid uptake of
digital technologies. | am confident that we have both the right
strategy and the right team to deliver on our core purpose:
connecting everybody to live a better today and build a

better tomorrow.

In closing, | would like to thank my colleagues on the Board and
the executive team for their guidance and assistance over the
year. Particular thanks to our Chairman, Peter Moyo, who will be
stepping down from the Board after eight years of dedicated
service. | wish him much success in his new role at Old Mutual.

Shameel Aziz Joosub
Chief Executive Officer

2 June 2017
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Our business

Operating context

Delivering on our strategy

Our governance structure

Reviewing our performance against our previous three-year strategic goals
Three years ago we revised our Group strategy and agreed a set of five strategic objectives aimed at enhancing our competitiveness and
delivering in our growth areas. Each of these objectives was accompanied by ambitious aspirational goals and targets. A summarised review of
our performance on these targets is provided below. While we have not achieved all of the targets, we have nevertheless made significant

progress in each of the targeted areas, and have built a very strong platform from which we can achieve our recently launched Vision 2020.

Strategic
pillar

Measure

>

Customer

Growth

Operations

People

Reputation

A These items were the subject of the limited assurance engagement performed by KPMG.

ot

Market share

NPS score

Brand
leadership
position

Data revenue
contribution

Enterprise
contribution

Fixed-line
connections

Non-South
African entities
contribution

New services
contribution

Cost growth
Vs service
revenue growth

Engagement
score

Reputation
survey

in all markets

in South Africa

Administration

31 March 2017

#1

in all markets

in all markets, except

Tanzania #3) and
Mozambique (#2)

users: 91964
Non-users: 362"
#1 in South Africa

Progress at

31 March 2016

#1

in all markets

in all markets, except

Tanzania #3) and the
DRC (#4)

Users: 96%
Non-users: 39%

#1 in South Africa

31 March 2015

#1

in all markets

in all markets, except

Tanzania #2) and the
DRC (#3)

Users: 95%
Non-users: 36%

#1 in South Africa

of Group service revenue

of Group service revenue

of Group service revenue

of Group service revenue

36.3%"

22.4%"

5483%

connections

24.6%"

4.8%"

31.9%

20.5%

1223

connections

26.6%

4.2%

26.7%

18.4%

Soft-launched

24.6%

3.9%

lower than service revenue
growth

1.2ppts”

lower

2.4ppts

lower

2.2ppts

higher

797

76

76

in all markets

1. Users are customers who are currently using the brand and will continue to use it.
2. Non-users are customers who are not using the brand and would consider using it in the future.

#1

in all markets

Achieved target.

#1

in South Africa

Not measured

Partially achieved. . Not achieved.
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Our operatin
environmen

Digital disruption and the connected
consumer

Digital technology is disrupting traditional business models and
significantly reshaping consumer behaviour, presenting exciting new
opportunities for value creation and a major source of business risk.

» The so-called fourth industrial revolution’ is characterised by
significant developments in artificial intelligence, big data analytics
and blockchain technology, as well as the rise of connected homes,
autonomous vehicles, smart cities and the ‘Internet of Things'.

» Digitally connected consumers are changing key consumption
patterns, significantly increasing their use of data and expecting
highly personalised interactions, while at the same time being
protective of access to personal data. They are using digital
technology to become more discerning and activist customers,
sharing their experience and views rapidly across social media.

» Together, digital technologies and the connected consumer are
transforming most business sectors, challenging many traditional
assumptions about business’s relationships with customers and
employees. The digitalisation of many industry sectors presents
significant opportunities in particular for ICT companies.

» Inthe mobile sector, the fastest growth area is in data, driven by
increasing penetration of smartphones, wearable devices and
tablets, as well as by improved networks and the increased
availability of data content. Globally, it is anticipated that
smartphone users will double and data usage will increase by
7 to 11 times by 2020. The greatest demand for mobile services
is coming from emerging markets, where there is a young and
growing population base, faster levels of economic growth,
less fixed-line infrastructure, and low (but rapidly rising)
mobile penetration.

Implications for our strategy: To succeed in this emerging
digital era, our new strategy overtly positions Vodacom to be a
leading digital company, empowering a connected society.
Digitalisation offers valuable opportunities for us to extend
revenue streams beyond connectivity, and requires us to rethink
the networks and technology of the future, redefine customer
engagement and develop a company culture that attracts the
best digital talent. It also presents unparalleled opportunities to
drive positive social change in areas such as education,
healthcare, financial services and agriculture.

By 2020, in the global market there will be

5.7 billion

smartphones, growth of 1.9 billion from the end of 2016.

Source: GSMA Intelligence, The mobile economy 2017

We have identified four priority
trends in our operating
environment that have a material
impact on our ability to create value.
Vodacom’s Vision 2020 has been

developed to ensure that we are best
positioned to manage the risks and realise

the opportunities associated with each of
these issues.

The changing landscape of competition
and collaboration

The telecommunications and mobile sector is proving
increasingly competitive, including from some non-traditional
new sources.

» Inour countries of operation there are typically three to four
mobile network operators, each of which is seeking strong
competitive differentiation, through significant capital
investment in networks, a strong price play, enhancing the
customer experience for targeted segments, and/or
developing new digital offerings.

» In most markets we are seeing an increased uptake in
over-the-top (OTT) content, messaging and voice providers
who use open Internet-based communication rather than
existing operator-controlled cellular services.

» Aswe move towards being an overtly digital enterprise, we
are facing greater competition for new customers and
employees from various non-traditional sources. These
include new competitors, and potential collaborators, in the
provision of technology, networks and infrastructure, and in
the development and distribution of new digital products
and services.

Implications for our strategy: This growing
competition, sometimes from unexpected sources,
underlines the importance of ensuring that we are both fast
and flexible. In many instances, we recognise the benefit of
identifying opportunities for collaboration and innovative
partnerships, rather than traditional competition.

where less than

20%

of the population has
access to a formal
financial institution.

Mobile money is available in

of global markets

Source: GSMA Intelligence, The mobile economy 2017
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Challenging macroeconomic conditions

The challenging macroeconomic and market environment in each
of our operating countries is impacting consumer disposable
income, revenue growth and operating costs.

» In South Africa, our largest market, the impact of the drought on
the agriculture sector and flat GDP growth rates have weakened
already poor employment opportunities and dented consumer
spending. Business confidence continues to be impacted by
political and policy uncertainty, and concerns regarding further
rating downgrades.

» Inour other operations, consumer spending-power has been
affected by rising taxes and interest rates, local exchange rate
depreciation, and a general increase in the cost of living. Sharply
depreciating currencies — particularly in Mozambique and
Nigeria — have widened exposure to foreign-denominated
expenses, impacting the rollout of low-cost devices, and
resulting in higher operating costs. Cost-efficiency measures
have been further constrained by inflationary pressures,
particularly in terms of wages and energy costs.

Implications for our strategy: These continuing
challenges in macroeconomic indicators highlight the
importance of maintaining a strong efficiency drive, which we
have delivered through our cost-efficiency programme, as well
as providing targeted products and services across consumer
income groups. A key focus of our new strategy is on
developing segmented propositions, including specifically for
low-spend customers through initiatives such as Siyakha,
which seeks to promote digital inclusion in the emerging
prepaid segment.

Mobile industry contribution
to global GDP

*
06 §3.3tn |
0 §4.2tn

Source: GSMA Intelligence, The mobile economy 2017

I

Increasing regulatory intervention and
continuing policy uncertainty

We continue to engage with regulators across our operations, on
challenges that could impact revenue growth and cost efficiency.
Key regulatory and policy developments (by country) include:

» South Africa: The National Integrated ICT Policy White Paper;
deferring the ‘Invitation to Apply’ for licensing of spectrum bands
pending administrative judicial review proceedings; and the
amended ICT Sector BEE Codes.

» Tanzania: Mandatory listing requirements; national security and
customer SIM registration regulations; mobile financial services
licences and regulations; new taxation requirements; quality
of service regulations; and spectrum auction planned by end
of 2017.

» DRC: Communications Bill introducing changes to licence regimes;
national security and customer SIM registration regulations;
price floor and MTR regulation; temporary social media ban;
environmental approvals; and new taxation requirements.

» Mozambique: Communications Act introducing changes to
licence regimes; renewal of our 2G licence; spectrum auctions;
national security and customer SIM registration regulations;
and a review of mobile termination rates.

» Lesotho: Renewal of mobile service licence; approval of M-Pesa G2
hosting; quality of service regulations; cybersecurity legislation; SIM
registration regulations and mobile financial services regulations.

Further details on these legislative and policy developments are
available in our country performance reports.

Implications for our strategy: Anticipating, informing and
responding to regulatory and policy developments requires
that we maintain a strong focus on developing positive and
constructive relationships with government and regulators.

Regulatory report (2017).
3

www.vodacom.com
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What impact

The material interests of
our key stakeholders

As a company we do not
operate in isolation: our ability to

deliver value depends on the
contribution and activities of a range of

different stakeholders. In the table below
we briefly outline those stakeholder groups
who have a substantive impact on our ability to
create value, outlining how they impact on value
and identifying some of their primary interests
relating to our business activities.

Material relationships E

Means of engagement =

Material interests E

Provide access to spectrum and
operating licences, the basis for
creating value.

Impose regulatory measures
with potential costs
implications.

Participation in consultations and
public forums.

Submission and engagement on
draft regulations and bills.

Engagement through industry
consultative bodies.

Publication of policy engagement
papers.

Partnering on key programmes in
education, health and gender-
based violence.

Ensuring spectrum is managed as a strategic
resource, contributing to national broadband
access and the digital economy, especially in
underserviced and rural markets.

Promoting opportunities for job creation and
socioeconomic development (including
transformation and localisation).

Protecting consumer interests on service
quality, costs and privacy.

Regulatory compliance on issues such as
mobile termination rates, price, security, safety,
health and environmental performance.

Contribution to the tax base.

Purchase our products and
services, providing the basis for
revenue growth.

Call centres, retail outlets and
online.

MyVodacom app, messaging and
USSD channels.

Net promoter score (NPS)
feedback interviews and focus
groups.

Facebook and Twitter.

Vodacom website.

Better value offerings.

Faster data networks and wider coverage.
Making it simpler and quicker to deal with us.
Converged solutions for business customers.

Managing the challenge of data-usage
transparency.

Privacy of information.

Feedback on service-related issues.

Provide the financial capital
needed to sustain and grow.

Investor interactions, including
roadshows, conferences and
meetings.

Investor days.

Annual, interim and quarterly
results announcements.

SENS announcements.

Monthly and quarterly operational
reviews with our parent Vodafone.

Investor relations section on our
website.

Strategy to ensure sustained financial
performance of South African and
International operations.

Responsible investment to ensure growth, and
to manage the risks and opportunities in our
markets.

Responsible allocation of capital.
Sound corporate governance practices.
Transparent executive remuneration.

Stable dividend policy.
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Our business Operating context

Delivering on our strategy

Our governance structure

Administration

Material relationships H

Means of engagement a

Material interests

Their skills and involvement
determine our ability to realise
our vision of becoming a
leading digital company that
empowers a connected society.

Internal website.

Newsletters, internal magazine and
electronic communication.

Employee Consultative Council
with senior leaders and employee
representation.

Employee hotline.
Leadership roadshows.

CEO mailbox.

Clear career paths and opportunities for
career development.

Improved knowledge sharing across the Group.
Simplicity, agility and engagement.

Building the coaching capability of leaders.
Better understanding of reward structures.

Competitive remuneration.

Impact on our ability to
cost-effectively provide
products and services.

Supplier forums.
Ongoing site visits.

Audits.

Timely payment and fair terms.

Broad-based Black Economic Empowerment
(BBBEE) compliance.

Improving health and safety standards.

Partnering on environmental solutions.

Add to the longer term viability
of our markets by
strengthening the
socioeconomic context in
which we operate.

Public participation where new
base stations are required.

Change the World volunteer
programme.

Vodacom Foundation partnering
with communities.

Open days at universities.

Access to mobile voice and data services.

Access to basic services such as finance,
health and education.

Free-to-use social media, education and
job sites.