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FY16 –A YEAR OF SIGNIFICANT GROWTH AND TRANSFORMATION
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• 8 July 2015 - successfully completed the Amcom acquisition 

• 22 February 2016 - Scheme of Arrangement with M2 implemented 

• 29 June 2016 - Nextgen acquisition announced 

• 22 July 2016 - successfully completed ~$652m capital raising via rights issue and placement to 

fund Nextgen acquisition (inclusive of the NWCS and ASC development projects)

• 26 October 2016 - Nextgen acquisition completed

• Reported record growth in revenue and profitability for FY16

- Revenue ↑ 455% to $830.8m, Underlying EBITDA¹ ↑ 318% to 215.6m

- Underlying NPAT ↑ 461% to $101.7m, Underlying diluted EPS² ↑ 72% to 29.9cps 

- Final dividend ↑ 300% to 8.0cps, full year dividend ↑ 388% to 15.6cps³

1. Underlying EBITDA excludes gains on total return swaps, acquisition and integration costs and other gains/losses. Underlying NPAT also excludes amortisation of 

acquired intangibles. 

2. Underlying diluted earnings per share is calculated with reference to Underlying NPAT, which excludes the after tax effect of the items noted above. The weighted 

number of shares on issue for 2016 and 2015 have also been adjusted for the effect of the 1 -for-8.9 rights issue undertaken in July, in line with accounting 

standards.

3. Excludes special dividend of 1.9cps paid in April 2016 



UPDATE ON KEY APPOINTMENTS
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• CFO search underway, short list developed 

- Expect appointment soon (start date to be determined with successful candidate)

- John Allerton, Vocus Head of Commercial and Regulatory appointed as interim CFO to 

ensure detailed handover 

- Board member search underway

- Skills identified

- Search firm selected

- Short list developed

- Expected appointments(s) over 2H FY17



STRATEGIC DIRECTION
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• Nextgen Networks acquisition completed 26 October 2016 

- Final piece of the terrestrial infrastructure puzzle in Australia

- Enhances control over Vocus cost base

- Expands product offering for corporate, government and wholesale customers

- ASC¹ and NWCS² cable projects open up further strategic opportunities 

• Vocus now has the fixed network infrastructure platform to rival all major players

- Future projects designed to enhance infrastructure position

- Infrastructure designed to target rapidly growing requirement for security and resilience

- Investment in sales, marketing and provisioning capability to leverage portfolio of brands

- Investment in data analytics designed to grow mass market share taking advantage of 

shift from copper to fibre in both Australia and New Zealand

1. ASC – Australia-Singapore Cable project

2. NWCS – North West Cable System
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VOCUS SNAPSHOT - INFRASTRUCTURE
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Note: Map for illustrative purposes only. 

(1) Regional Backbone Blackspots Program (“RBBP”) was a 2009 Commonwealth initiative to provide competitive wholesale backbone services in 

regional markets. Nextgen was provided with A$250 million to design and construct the RBBP network from February 2010 to Febr uary 2012.

21ST CENTURY FIBRE NETWORK SPANNING AUSTRALIA AND NEW ZEALAND WITH CAPACITY TO 

SUPPORT RAPID GROWTH IN DEMAND FOR BANDWIDTH

NWCS



VOCUS SNAPSHOT - INFRASTRUCTURE
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WORLD CLASS INFRASTRUCTURE CONNECTING AUSTRALIA AND NEW ZEALAND TO 

SINGAPORE, HONG KONG AND THE UNITED STATES

CAPACITY ON INTERNATIONAL 
SUBMARINE CABLES TO SINGAPORE, 
HONG KONG AND THE UNITED STATES



STRATEGIC OVERVIEW
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LEVERAGE OUR INFRASTRUCTURE PLATFORM TO THE GROWTH IN DEMAND FOR BANDWIDTH 

• Continue to invest in our fibre network, lead with connectivity  

- Complement with products that leverage that connectivity (internet, voice, content)

- Only enter adjacencies that strengthen the core (eg. energy)

- Focus on execution

• Be the Most Loved Telco

- Simplicity, automation -> reliability 

- Customer in control  

- Analytics -> insights -> next best action 

• Efficiency combats competition/commoditisation risk – future proofs the business 

• Live the values and create a great place to work 



VOCUS SNAPSHOT – BRAND PORTFOLIO
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BRANDS FOR EVERY CONSUMER, CORPORATE AND WHOLESALE CUSTOMER IN AUSTRALIA 

AND NEW ZEALAND



CORPORATE & WHOLESALE (AU) - UPDATE
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• Net new monthly recurring revenue (MRR)¹ for 1Q FY17 of $1.35m reflecting ongoing benefit 

of the expanded sales team and growing brand acceptance and recognition 

• Rapid growth in new MRR has resulted in longer lead times on customer provisioning and thus 

conversion to revenue

• We have expanded the provisioning team by an initial ~19 people to ensure customer service 

standards are maintained and a timely conversion of sales to active accounts

- Expect provisioning lead times to normalise by January 2017

• Nextgen Networks acquisition provides opportunities for growth in new market segments

- Cost synergies expected to be $30m per annum, full run rate achieved by FY19

- Eight month Underlying EBITDA contribution in FY17 expected to be ~$41m² (excluding synergies), below our 

initial expectations driven by: customer cancellations; the impact of the re-signing of contracts on lower margins; 

and slowing in overall sales performance following the announcement of the transaction

• We are confident that the value of the business is strong and we can rebuild momentum 

combining the strength of the Vocus sales team with the best-in-class Nextgen fibre assets to 

drive future revenue growth
1. New gross monthly recurring revenue (MRR) of $1.96m for 1QFY17 net of the impact of customer re-signs and the impact of cancellations

2. Excludes an initial contribution from the NWCS project of ~$3m expected in FY17



CONSUMER (AU) - UPDATE
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• A further 26,333 new NBN subscribers¹ added in 1Q FY17 

- 88% of new NBN subscribers added were in the consumer market

- SMB market uptake slower and later

- Vocus gaining average 10% of NBN market share growth in 1Q FY17

• Vocus market share of total NBN subscribers grew to 7.1% by end 1QFY17, from 6.4% at 30 June 2016

• Overall broadband net subscriber growth has been below expectations due to a number of outages on our 

primary consumer broadband suppliers’ core provisioning platform 

- Impacted service connection and customer experience

- Largely addressed and one-off in nature, but net growth in broadband subscribers will be lower than pcp²

• Dodo launched new Fetch subscription TV packages choice of two new Fetch boxes. Offer extended to 

iPrimus subscribers in coming weeks

- Expect this will improve customer experience and lower churn rates over time

1. Includes SMB and wholesale customers

2. Growth rate in the previous corresponding period (pcp) as reported by M2 in 1H FY16



CONSUMER (AU) - UPDATE
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• 1Q FY17 net churn rate¹ in copper broadband of 2.6%

• 1Q FY17 net churn rate¹ for NBN subscribers of 1.5%, reflecting improved customer experience 

• 1Q FY17 copper broadband ARPU² of ~$61.70 and the AMPU³ of ~$24.10 per subscriber per month 

• 1Q FY17 NBN broadband ARPU² of ~$65.40 and the AMPU³ of ~$23.60 per subscriber per month  

• Cost of migrating copper broadband customers to NBN currently estimated to be $125 per subscriber:

- ~$70 NBN ready modem. Cost to be capitalised and depreciated over 24 month period

- ~$55 direct operating expenses including labour associated with migration 

• Total upfront costs of migrating copper broadband subscribers across to NBN in FY17 estimated to be 

$4.4m in capital expenditure and $3.5m in operating expenses

1. Net churn is net of movements including moving house and technology change i.e. migration to NBN

2. ARPU – average $ revenue per user

3. AMPU – average $ margin per user



NEW ZEALAND - UPDATE
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• Consumer broadband market share at the end of 1Q FY17 was ~14.5%

- 6,717 UFB subscribers connected in 1Q FY17

- Share of new fibre orders in 1QFY17 has increased to 17%, benefit flowing through to 2Q FY17 results

- UFB ARPU¹ is NZ$78.47 per subscriber per month and AMPU² is NZ$32.62

- Copper broadband ARPU¹ is NZ$70.13 per subscriber per month and AMPU² is NZ$28.81

• The business is starting to gain traction in the Corporate market following the M2 merger and 

the enlarged platform and presence

• Signed new wholesale agreements, including with Stuff Fibre, well positioned to secure further 

new business in the wholesale market

• Integration of network and service platform following M2 and other acquisitions largely complete

• Our focus is now on bringing together networks and billing systems and investing to improve 

the customer experience and reduce costs

1. ARPU average $ revenue per user per month

2. AMPU – average $ margin per user per month



OUTLOOK
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• Currently expect FY17 revenue to be ~$1.9bn

- Strong growth in data, core fibre and ethernet revenues

- Offset to an extent by:

 Sale of non-core Aggregato US prepaid calling business (~$35m)

 Lower mobile wireless broadband revenue due to the elimination of commissions and a decline in the mobile 

subscriber base (~$21m)

 Declining fixed voice revenue in the consumer and SMB segment (~$30m) 

 The impact of a wholesale fibre build contract not rolled forward (~$17m)

• Currently expect FY17 Underlying EBITDA to be in the range $430m to $450m. Assumes:

- No material change in the business environment in Australia or New Zealand over the course of FY17

- An eight month underlying EBITDA contribution from Nextgen Networks in the order of ~$41m² 

- Upfront costs associated with the migration of existing subscribers to NBN ~$3.5m in opex in FY17

- Impact of high margin fibre build contract in the Corporate & Wholesale business not being rolled forward from FY16 of 

~$14m

- An additional investment in sales, marketing and provisioning in the Corporate & Wholesale of ~$4-5m

- The achievement of certain acquisition synergy run rates by the end of FY17 of ~$57m

1. Underlying EBITDA before excludes gains on total return swaps, acquisition and integration costs and other gains/losses

2. Excludes synergies and the initial contribution from the NWCS project of ~$3m



OUTLOOK
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• Depreciation & amortisation¹ in FY17 is expected to be ~$98m

• Forecast underlying FY17 NPAT is expected to be in a range of $205m- $215m 
• Will drive low to mid teen underlying EPS growth

• The Board expects to increase dividends in line with the growth of the business, taking into account the capital 

requirements and accretive opportunities in M&A and further infrastructure projects

• Expect to report a material below the line expense of ~$105m²:
- Acquisition and integration costs of ~$17m primarily associated with the Nextgen acquisition and M2 merger

- Non cash amortisation of acquired customer intangibles of ~$61m and the amortisation of software intangible uplift 

of ~$27m arising from the purchase price allocation process  

• Continually review business portfolio, may result in the sale of non core assets or businesses 

• The FY17 result is expected to be skewed to 2H FY17. Factors impacting the 1H FY17 include: 
- Additional investment in consumer sales, marketing and provisioning resources did not contribute to expected 

revenue growth due to outages on our primary consumer broadband suppliers’ provisioning platform

- Delay to completion of Nextgen and underperformance of the business relative to expectations

- Impact of high margin fibre build contract in the Corporate & Wholesale business not being rolled forward (~$10m 

EBITDA contribution in 1HFY16, ~$4m EBITDA contribution in 2H FY16)

• Reported Net Debt to Underlying EBITDA at the end of FY17 is expected to be ~2x³

1. Forecast does not include amortisation of acquired intangibles arising from purchase price allocation

2. Does not include stamp duty associated with the Nextgen acquisition

3. This does not assume significant investment in new cable projects



PROFILE OF ACQUISITION SYNERGIES
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CAPITAL EXPENDITURE UPDATE
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Sustaining Capex Growth Capex IRU Payments Improvement Capex*

$’m

108

• IRU payments relate to the purchase 

program for cable capacity. The increase 

in IRU payments in FY17 related to 

Southern Cross is due to strong sales 

growth in the Corporate & Wholesale 

business combined with the migration of 

customers to NBN and those services 

utilising Southern Cross capacity. The 

forecast also reflects ~$7m in payments 

to Telstra under the NBN POI (points of 

interconnect) backhaul IRU.

• Growth capex will be dictated by 

customer demand 

• A number of new cable projects are being 

evaluated at the current time that may be 

included in capex over the next few years 

• Depreciation in FY17 is expected to be 

~$77m

186

* Improvement Capex includes augmenting core network capacity, upgrading network applications, integration of 

legacy platforms and investments in deploying new transformative operating systems 


