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Important presentational 
changes in this report 
In April 2016 we adopted the euro as  
the Group’s presentational currency, 
and this is the first annual report where  
all financial figures are presented in  
euros rather than pounds sterling. 

On 20 March 2017 we announced 
an agreement to merge Vodafone India 
with Idea Cellular in India, as a result 
Vodafone India is now excluded from 
Group figures unless otherwise stated. 
India still remains part of the Group 
from an operational perspective.

All amounts marked with an “*” represent organic growth which 
presents performance on a comparable basis, both in terms 
of merger and acquisition activity and movements in foreign 
exchange rates. Organic growth is an alternative performance 
measure. See “Alternative performance measures” on page 205 
for further details and reconciliations to the respective closest 
equivalent GAAP measure.
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Our purpose

…and are enacted by our 
responsible approach 
to the communities 
in which we operate.

…which underpin our 
strategic growth 
engines…

So that we create  
value for society  
and for shareholders

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

Data
Best mobile  
experience

Page 13

Convergence
Combining fixed  
and mobile
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Enterprise
Total communication  
solutions
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We are building a 
competitive advantage 
through our core 
programmes…

A converged communications leader,  
a Gigabit Vodafone for the Gigabit Society

Our vision

Fit for  
Growth
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We are constantly reinvesting in our  
core assets to drive growth; see  
our business model
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Chairman’s statement

Good progress in converged 
communications in Europe
Europe remains our single biggest market 
and investment area and is at the heart 
of our “Gigabit Vodafone” converged 
communications strategy. Building on the 
success of Project Spring we continue to invest 
in network quality and customer experience, 
driving subscriber growth across mobile, 
broadband and TV. We are making good 
progress in our major markets, Germany, Italy 
and Spain, while in the UK our priority, for the 
moment, has to be on getting the basics right 
again. The completion of our merger in the 
Netherlands with Ziggo is another big step 
forward for our convergence strategy.

In order to enable an adequate return on the 
massive investments that will be required 
to provide Europe with the infrastructure 
required for a competitive economy in the 
age of digitalisation, a predictable regulatory 
framework is required that supports both 
investment and competition. In this regard 
we are encouraged by the European 
Commission’s (‘EC’) revised European 
Framework Review for Telecoms. In particular, 
the focus on passive infrastructure remedies 
and co-building arrangements, which have 
proven so successful in Spain and Portugal, 
is encouraging, as is the proposal to extend 
spectrum licence terms to at least 25 years. 
As the negotiations on the revised Framework 
enter a critical phase, we need to ensure 
that these well-balanced proposals are not 
diluted – both to avoid future incumbent 
re-monopolisation risks, and to pave the way 
for competitive investment in Europe’s future.

Driving consolidation in India; 
strengthening leadership 
in Africa
It has been a turbulent year in India. The launch 
of free services by a new entrant has disrupted 
an already hypercompetitive market and 
clouded the near and medium-term outlook 
for the industry. As a consequence Vodafone 
decided to stop the IPO process and instead 
look for in-market consolidation options. 

This has resulted in the announced merger 
proposal between Vodafone India and 
Idea Cellular, which will create a new, more 
competitive market player with the scale 
to invest in India’s digital future, while also 
capturing substantial synergies. 

We are very pleased with our progress 
in Africa where we have further strengthened 
our leadership positions, both at Vodacom 
in South Africa and Safaricom in Kenya.

Please see Vittorio Colao’s comments on pages 
12 to 15 for further insight into our strategy.

Our contribution to  
society is substantial
We are convinced that over the long-term 
the success of our business is closely tied 
to the success of the communities in which 
we operate. Consequently, a core part of our 
strategy and business model is to ensure that 
Vodafone’s digital networks and services act 
as a catalyst not only for economic growth, 
but also for equality and empowerment. 

Our “sustainable business strategy” section 
outlines our approach, including our ambition 
to connect an additional 50 million women 
living in emerging markets by 2026 (see 
pages 26 and 27), as well as our commitment 
to operating responsibly. For example, our  
report on “Taxation and our total economic 
contribution to public finances” highlights 
our total contribution to governments 
of €15.6 billion in the 2016 financial year. 
Our charitable activities are also expanding 
in scope, as the Vodafone Foundation 
leverages our technology and expertise 
with funding from external NGOs and other 
partners to expand its impact. I recommend 
you take a look at our website for more 
information on the activities of our Foundation. 

Improving returns on capital 
remains a key priority
We are confident in our strategic direction, 
our adjusted EBITDA growth continues 
to improve and our adjusted EBIT is also 
now recovering. 

But we cannot yet be satisfied by the returns 
that we are achieving on the substantial 
organic and inorganic investments that the 
Group has made in recent years. 

As our CFO Nick Read explains in his 
introduction to our business model on page 
16, the solution to this challenge is threefold: 
continued profitable revenue growth, with tight 
cost control; portfolio management to gain 
sufficient (in-market) scale to earn attractive 
long-term returns; and a compensation 
approach which focuses more on adjusted EBIT, 
i.e., the profits after capital investment costs, 
and less on adjusted EBITDA, a change which 
we hope the industry will follow.

During the year the Vodafone share price 
on a total return basis has been broadly stable, 
underperforming the FTSE 100. This partly 
reflected a strong recovery by commodity 
producers and cyclically exposed companies, 
which accelerated after the US election results, 
as well as concerns over rising competition 
in the telecoms sector following new entrants 
in India and next year in Italy. 

Overall, the Board remains confident that the 
Group’s cash generation, and consequently 
its return on capital, will continue to recover. 
This confidence is reflected in our unchanged 
intention to grow the dividend, as exhibited 
by the 2.0% increase in the dividend to  
14.77 eurocents for the year.

In concluding, on behalf of the Board I would 
like to express our appreciation to Nick Land 
and Phil Yea, who will not seek re-election at our 
Annual General Meeting in July 2017 after 
more than ten years of valuable service. I would 
also like to thank our employees and business 
partners for their efforts and contribution 
to Vodafone’s progress, as well as our 
shareholders for their support and confidence.

Gerard Kleisterlee
Chairman

Creating value for  
society, delivering  
results for shareholders 
Vodafone’s purpose is to connect everybody to live a better today 
and build a better tomorrow. We believe that by pursuing this goal 
in a sustainable and responsible way we will create long-term value 
for society and, as a result, for our shareholders.
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Our purpose

At Vodafone our purpose  
is to connect everybody to  
live a better today and build  
a better tomorrow 
We do this by investing in the 
digital infrastructure of the future, 
delivering a quality service that allows 
individuals and businesses to connect 
confidently anywhere and at any time. 
Our services enhance the quality of 
peoples’ lives, providing benefits to 
society as well as financial rewards 
for our shareholders

Ten years 
of M-Pesa

This year we celebrated ten years of M-Pesa, our pioneering mobile  
money service, which enables people to securely send, receive and  
store money electronically. M-Pesa empowers tens of millions of  
people previously excluded from financial services to live a safer,  
more productive life. Today, 31 million customers in ten countries rely  
on our service, making us the world’s leading mobile money provider, 
alleviating financial uncertainty and contributing to achieving the 
UN Sustainable Development Goals.
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ENEL – 
Breaking the 
gigabit barrier

In 2016, we teamed up with ENEL in Italy, a major electricity company, 
to establish a leading fibre provider, taking Italy one step closer to  
becoming a “Gigabit Society”.

In 2016, only 3% of Italian fixed broadband subscribers were on  
fibre and in 2015 60% of the population received less than 30 Mbps.  
Through our partnership with ENEL, called Open Fiber, we will be  
able to deliver gigabit fibre (1,000 Mbps) to 270 cities reaching at least  
9.5 million households by 2022.

Our goal is to create a “Gigabit 
Society” where everyone benefits 
from ubiquitous and reliable 
high-speed connectivity 
Our partnerships and 
investment in superior cable, 
fibre and mobile networks 
allow us to deliver better 
performance everywhere 

Network Leadership

Our purpose (continued)
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We deliver a differentiated customer 
experience through CARE 
Connectivity that is reliable and secure  
Always excellent value  
Rewarding loyalty  
Easy access to customer support

Raising  
the bar in 
customer 
service with 
2,100 new 
roles across 
the UK

We will create 2,100 new customer service roles in the UK to deliver 
an outstanding level of service and support. 

This is one of the many steps we are taking following billing migration  
issues, which caused disruption to our UK customers and commercial 
operations during the year, but are now resolved.

Customer eXperience eXcellence
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Fit for Growth

Using our resources efficiently 
makes sound environmental 
and economic sense 
That is why we are exploring 
new ways of improving our 
energy efficiency to reduce our 
emissions while saving costs

Improving  
the energy 
efficiency of 
our networks

We ensure that each new generation of equipment is more energy  
and cost efficient than the equipment it replaces. By incorporating  
more energy efficient technology, such as free air cooling and  
solar power solutions whenever we upgrade our networks, we have  
reduced our own greenhouse gas emissions by 64% per petabyte  
of data carried by our mobile network since 2015.

Our purpose (continued)
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People and Culture – The Vodafone Way

ReConnect 
with your 
career 

We want Vodafone to be the best employer for women by 2025. 
ReConnect is a leading programme designed to attract talented  
women who have left the workplace for several years and would  
like to return to work on a full-time or flexible basis.

The programme will operate on a global scale across 26 countries 
with a target of 1,000 ReConnect recruits within three years.

Our people are key to our performance 
We aim to create a diverse and 
inclusive working environment 
that reflects our customers 
and our global footprint
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Convergence: 
Seamlessly integrated 
connectivity  
and content 
Customers’ demand for bundles 
of mobile and fixed services is increasing. 
These converged offers, which combine 
mobile, fixed and content services, 
provide simplicity and better value for 
customers. They also increase customer 
loyalty and deliver operational efficiencies. 
We offer a range of converged offers such 
as “GigaKombi” in Germany and “Vodafone 
One” in Spain, integrating fixed, mobile and 
TV services. We also offer a comprehensive 
set of converged communications solutions 
to our enterprise customers. 

At a glance 

Our wide range of products and services

What we offer 
We offer a broad range of communication services. We believe 
the future lies in providing a unified experience to our customers 
combining mobile, fixed and other services, which we are well 
positioned to deliver.

65%
Consumer
Mobile
We provide a range of mobile services, enabling customers 
to call, text and access the internet, stream music and watch 
videos whether at home or travelling abroad.

Fixed voice, broadband and TV
We have continued to diversify and expand our fixed services 
including voice, broadband and TV offerings.

Financial services and other value 
added services
We provide mobile money services through our M-Pesa 
offerings and value added services including security and 
insurance products.

30%
Enterprise
Total communications
We offer mobile, fixed and a suite of converged 
communication services to support the needs of our 
enterprise customers, who range from small businesses 
to large multinational companies.

Internet of Things (‘IoT’)
IoT connections allow machines and other things to  
communicate with one another through our network. 
Our service offerings are diverse, spanning smart metering, 
automotive applications and health solutions.

Cloud & Hosting 
Our Cloud & Hosting portfolio includes a range of IT solutions 
for Enterprise customers, spanning co-location, managed 
hosting and network connected cloud services.

Carrier Services
We sell capacity on our global submarine network and our 
terrestrial fibre systems. We also offer international voice, 
IP transit and secure international lines.

5%
Other
We rent capacity to mobile virtual network operators 
(‘MVNOs’). We also offer a variety of our services 
to operators outside our footprint through our partner 
market agreements.

Vodafone Group Plc Annual Report 201708

Split of  
service  
revenue

76%
Mobile service revenue

24%
Fixed service revenue

17.9m
Fixed customers1

2016: 13.4 m

13.8m
TV customers1

2016: 9.5m

516m
Mobile customers1

2016: 493m

3.8m
Converged customers

2016: 3.1m
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1 Includes India, joint ventures (‘JVs’) and associates.



Group service revenues

Where we operate 
We are one of the world’s largest communication providers, 
managing our business across two geographic regions –  
Europe, and Africa, Middle East and Asia-Pacific (‘AMAP’). 

Worldwide  
service reach

Our main markets and joint ventures

 Our subsidiaries
We provide mobile services in 23 countries and fixed1 
services in 16 of these. India will become a joint venture 
upon completion of the agreed merger.

 Joint ventures and associates
We provide services in Australia, the Netherlands and 
Kenya, taking our total to 26 markets. We also part-own 
the tower company, Indus Towers, in India.

Mobile 
customers 

(m)

Fixed 
customers 

(m)

Mobile 
revenue 
market 

share  
(%)

Fixed 
revenue 
market 

share  
(%)

4G 
coverage 

(%)

NGN
coverage5

(%)

Germany 30.7 6.3 33.9 20.6 90 65

UK 17.9 0.2 22.6 4.8 96 88

Italy 23.0 2.2 32.3 6.7 97 43

Spain 14.4 3.2 — 20.06 — 93 65 

Vodacom Group7 46.7 <0.01 50.9 2.7 76 1

India 209 0.0 22.78 0.0 269 0 

VodafoneZiggo 5.1 3.2 30.6 39.2 100 94
Notes:
2 Common functions includes revenue from services 

provided centrally or offered outside our operating 
company footprint, including some markets where 
we have a licensed network operation, for example 
offering IP-VPN services in Singapore.

3 Other Europe including eliminations.
4 Other AMAP including eliminations.

Notes:
5 Fibre or cable networks typically providing high-speed broadband over 30 Mbps.
6 Due to the converged nature of the Spanish market only total communications market shares are reported.
7 Data relates to South Africa. 
8 December 2016.
9 Within Vodafone India’s 17 4G circles.

Europe 
Albania, Czech Republic1, 
Germany1, Greece1, Hungary, 
Ireland1, Italy1, Malta1, 
Netherlands1 (joint venture), 
Portugal1, Romania1, Spain1, UK1

AMAP 
Australia (joint venture), Egypt1, 
Ghana1, India, Kenya (associate), 
New Zealand1, Qatar1, Turkey1, 
Vodacom Group (South Africa, 
Tanzania, Democratic Republic 
of Congo, Mozambique, Lesotho)1

Note:
1 Mobile and fixed broadband markets.
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48
partner markets 
To extend our reach beyond the companies 
we own, we have 48 partnership 
agreements with local operators.

73
countries with IP-VPN 
We are among the top five internet  
providers and one of the world’s largest 
operators of submarine cables. 

118
countries with 4G roaming coverage 
Our leading global 4G roaming footprint 
serves twice as many destinations 
as the best local competitor in most 
of our markets.

Operations in 26 countries

We are the number one or two mobile operator in most of our country operations  
and are a rapidly growing fixed provider.

Other  
(includes partner markets 
and common functions)2

3% €1.0bn

AMAP

23%
Europe

74%
Vodacom 

€4.4bn
Germany 
€10.0bn

UK 
€6.6bn

Italy 
€5.2bn

Spain 
€4.5bn

Other  
Europe3 
€5.8bn

Other  
AMAP4 
€5.5bn

Europe

AMAP

€43bn



Understanding  
our challenges  
and opportunities 
The fixed and mobile telecommunications market is constantly 
evolving with increasing demand for faster data speeds, ongoing 
external regulatory and competitive pressures and changing 
societal expectations.

Market overview

We operate in a fast-moving market where innovation and scale are key

Importance and speed of change in the telecommunications industry
Telecommunications is an essential service 
used by over seven billion mobile customers 
and 0.9 billion broadband users across the 
globe. The global mobile industry generates 
around €1.65 trillion of revenue. 52% 
of revenue arises from traditional voice calls 
and messaging services.

On average, a customer consumes 203 
outgoing minutes per month, which has been 
largely stable over the last couple of years. 
The demand for mobile data services to watch 
videos, browse the internet and use various 
“apps” has accelerated rapidly, and today 48% 
of global revenue comes from data, compared 
to only 22% five years ago. 

The number of smartphone users continues 
to grow rapidly. Today 45% of mobile handsets 
are smartphones, compared to 11% five 
years ago. This is being driven by rising living 
standards and population growth, combined 
with lower airtime and device costs.

The fixed telecommunications market 
includes calls, broadband and TV packages, 
generating €0.7 trillion of revenue annually. 
The number of voice-only users continues 
to decline as customers disconnect their 
landlines in favour of mobile phones, however, 
the take-up of broadband and pay TV services 
offsets this. According to Ovum, fixed 
broadband will be the fastest-growing market, 
with revenues increasing at a compound 
annual rate of 3.1% from 2016 to 2021, ahead 
of pay TV at 2.5% and mobile at 1.9%.

In broadband markets, an increasing proportion 
of customers are upgrading from copper-based 
ADSL with speeds up to 24 Mbps to high-speed 
fibre and cable with speeds up to 1,000 Mbps. 
We believe that Gigabit networks direct to 
homes and businesses form the bedrock of 
modern digital communications infrastructure.

Why we are well positioned

We are one of the largest telecommunications 
providers in the world with typically a number 
1 or 2 position by market share in mobile 
in each country we operate in and the largest 
NGN footprint in Europe.

Why we are well positioned

We have the best data network in 14 out 
of the 21 countries we operate in and 
we can market fixed services to the most 
homes in Europe with next generation 
fibre or cable with speeds of up to 1 Gbps.

Growing demand for data and high-speed networks
The telecommunications industry has 
transformed significantly in the last 30 years. 

In the 1990s, mobile phones were mostly 
used for calls on 2G networks, and basic 
picture messages could be sent at very low 
speeds of 50–200 Kbps. Today users can 
enjoy 4G speeds of up to 800 Mbps for rapid 
video downloads, with 1 Gbps speeds already 
demonstrated. This network technology 
innovation has been accompanied by 
the growing demand for smartphones, 
which are now used by 63% of Vodafone’s 
European customers. 

Fixed network development has been 
equally rapid. In the 1990s most fixed 
connections were for landline calls, today 
the greatest use is broadband internet usage. 
Average download speeds have progressed 
rapidly from around 8–16 Mbps using copper-
based technology in 2007 to 1 Gbps using 

cable or fibre today. These developments 
bring significant opportunities to drive 
further revenue from increased data usage, 
but also require investment to keep 
up with technology. 

These developments are collectively 
leading to substantial growth in data traffic. 
Between 2011 and 2016 mobile data traffic 
increased by an average of 75% p.a. and today 
95% of total traffic on mobile networks across 
the globe is data. 5G, the next major step 
in mobile technology, is expected to launch 
commercially by 2020, most likely only in dense 
urban areas in Europe and will enable speeds 
of up to 1 Gbps combined with extremely 
quick reaction times. This will support the 
development of new applications, including 
in the areas of augmented and virtual reality.

€1.65tn 
Value of the mobile and fixed market in 20161

69% 
4G data traffic of total traffic in 20161

1.2 GB
Smartphone average monthly data usage1

Global mobile data traffic1

’000 petabytes (1 petabyte = 1m gigabytes)
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We must also manage external  
pressures and expectations 

Increasing demand for 
converged solutions
Today, consumers are increasingly taking 
bundles of mobile, landline, broadband and 
TV services. For the consumer this provides 
the benefit of simplicity – one provider 
for multiple services – and better value.  
For operators this provides higher customer 
loyalty as well as operational efficiencies.

The same motivations apply for businesses, 
which are increasingly taking advantage 
of converged services that bring together 
communications tools that work across all 
fixed and mobile end points. 

Regulatory burden
The telecom industry is heavily regulated. 
Vodafone’s European businesses are overseen 
by more than 200 national and regional 
regulatory authorities covering areas such 
as spectrum allocation, roaming charges, 
consumer rights, copyright, data protection, 
cyber security and the wholesale fees that 
operators charge each other. While these 
policies are designed to protect consumers, 
for example by championing ever-lower 
retail prices, they have historically failed 
to adequately address the need to encourage 
operator investment in the latest technologies. 

In June 2017, European regulators will abolish 
mobile retail roaming charges, enabling 
customers to use their phones abroad at  
the same price as they do at home. 

Why we are well positioned

As Europe’s largest broadband company, 
we are ready for the growing demand for 
converged services. Our high-speed data 
networks in Europe can reach 315 million 
people with 4G mobile and 96 million 
households with fixed broadband.

Increasing competition
The telecommunications industry is highly 
competitive, with many alternative providers, 
giving customers a wide choice of supplier. 
In each of our countries of operation, there are 
typically three or four main mobile network 
operators, such as Vodafone, and several 
resellers that “wholesale” network services 
from operators to sell on to their customers. 
In our fixed markets there is usually one 
national fixed incumbent (typically the 
former state owned operator), one or two 
cable and satellite companies and re-
sellers that rent network services from the 
incumbent. In addition, there are an increasing 
number of over-the-top (‘OTT’) operators that 
provide internet-based apps for content, 
messaging and voice services. Our enterprise 
business also faces competition from OTT 
and cloud service providers which offer 
IT infrastructure as a standardised service 
on a “pay as you go” model. 

The high level of competitive intensity has 
resulted in continued downward pressure 
on the price of services, with the average 
cost per unit of mobile data falling nearly 
40% p. a. over the last three years.

Why we are well positioned

Our substantial investments continue 
to provide superior network and 
customer service levels, supported 
by a very wide range of mobile and fixed 
products and an unrivalled global reach, 
to deliver a leading customer experience 
across the majority of our markets.

40% 
Average reduction in the price per GB of data over 
the last three years2

Why we are well positioned

We have launched roaming inclusive 
plans across all our EU markets well 
in advance of regulation and already have 
a significant portion of our customers 
that do not pay extra for EU roaming. 
Vodafone typically offers twice the 
number of 4G roaming destinations 
to its customers than any other operator.

Fixed households with both fixed 
and mobile services1

%
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Italy Netherlands
Portugal Spain UK
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Changing customer and societal expectations
Today, communication networks underpin 
every aspect of society, enabling citizens 
to increase their knowledge while providing 
access to services that can improve health 
and wellbeing, enhance skills and increase 
prosperity. In this context, companies need 
to ensure they operate responsibly as they 
strive to deliver their objectives. There are 
areas within the telecommunications 
industry that are a source of public concern –  

such as privacy, tax and digital human 
rights – areas that our ongoing corporate 
transparency programmes address directly. 

Why we are well positioned

As one of the world’s largest 
communications companies, we are 
proud of the role that we play in bringing 
social benefit to more than half 
a billion mobile customers across 26 
countries. Page 26 of this report shows 
how we are successfully aligning our 
business objectives with a clear social 
purpose to create value and meet 
customer expectations.

31m 
people use our mobile money services, which are 
available in ten markets2.

9% 
of our European revenue is subject to regulated 
roaming and mobile termination rates2

Notes:
1 The industry data on pages 10 and 11, unless stated,  

is from the following sources: Analysys Mason, Cisco, 
Ericsson and GSMA.

2 Source: Vodafone data.



Chief Executive’s strategic review

Review of the year
Vodafone’s transformation into a leading 
converged operator in our developed markets 
made further progress this year, while long-
lasting tailwinds from rising smartphone 
penetration and data services adoption drove 
growth in our emerging markets. This was 
supported by our strategic differentiators – 
Network Leadership, Customer eXperience 
eXcellence, and outstanding people – 
together with improved cost efficiency. 
Overall, I am pleased to report that the 
Group’s commercial and financial performance 
has further improved, although on a reported 
basis this was masked by currency headwinds.

Network Leadership:  
building a “Gigabit Vodafone”
After the large investments made during 
Project Spring, this year our capital spending, 
measured as a percentage of our revenues, 
returned to a sustainable “mid-teens” level. 
Even so, we continued to record improved 
mobile network performance relative 
to smaller competitors in almost all of our 
markets. This performance gap is critical, 
as by providing a differentiated experience 
to our customers we can justify a price 
premium relative to discounters. We now have 
the leading or co-leading data network in 14 
out of the 21 markets in which independent 
tests are available, and all 21 for voice.

We aim to improve our customers’ experience 
even further with the introduction of “Gigabit 
LTE” – also sometimes described as “4G+” 
– in the coming years. In addition, we will 
upgrade our cable and fibre next-generation 
networks (which now pass 36 million  
homes, including the VodafoneZiggo JV in  
the Netherlands) to provide gigabit speeds, 
differentiating our services from those 
provided by copper-based incumbents.

Customer eXperience 
eXcellence: our formula  
for differentiation
Providing an outstanding customer experience 
is critical if we are to capitalise fully on our 
network advantage. 

We aim to ensure that all of our customers 
experience reliable Connectivity, Always 
enjoy excellent value, are Rewarded for their 
loyalty, and receive Easy access to support 
when they need it. This ‘CARE’ formula, 
systematically introduced since 2015 across 
all of our operations, is designed to provide our 
customers with an excellent experience that 
is unique to Vodafone. We measure our progress 
regularly, using the Net Promoter Score (‘NPS’) 
methodology. I am very pleased that we have 
further extended our advantage during the 
past year. We are now the leader or co-leader 
in 19 out of 21 markets, with an average NPS 
“gap” to the third placed player of 17 points. 
A year ago, we were a leader or co-leader in just 
13 markets, with a gap of 14 points. In the UK, 
this is not yet the case; we have recovered 
a leadership position in terms of network 
performance and have significantly reduced 
customer complaints, but we still lag the 
competition in our overall customer perception. 
We are confident that our recovery ‘CARE’ plan 
will improve the situation in the UK as well.

Vodafone-Idea: a new  
champion of Digital India
The entrance of a new operator in India offering 
4G services for free has created industry 
turbulence, leading us to take an impairment 
charge of €3.7 billion net of tax. We have 
moved strategically to face the new context 
by proposing to merge Vodafone India with 
Idea Cellular, the number 3 operator in India, 
which will create a new market leader with 
the scale to invest in India’s digital future, while 
also capturing an estimated US$10 billion NPV 
in synergies. 

We will jointly control the new combined 
company in partnership with Idea’s founding 
shareholder, the Aditya Birla Group, a leading 
Indian-based international conglomerate. 
We will own 45.1%, the Adityla Birla 
Group 26.0% and Idea’s current minority 
shareholders will own the remaining 28.9%. 
We have agreed a mechanism with the Aditya 
Birla Group to equalise our shareholdings over 
time. The transaction is subject to regulatory 
approvals and is expected to complete during 
calendar year 2018. 

The new company will maintain Idea’s  
listing on the BSE/NSE exchanges in India, 
providing a public market valuation for this 
important asset.

Improved commercial  
and financial results
Overall, the investments made both during 
and after Project Spring are paying off, 
and I am pleased to report another year 
of improved commercial performance and 
increased organic revenue and adjusted 
EBITDA growth for the Group’s operations 
in Europe, Africa and the Middle East.

We remain Europe’s fastest growing broadband 
operator, with 1.2 million broadband net additions 
during the year, a healthy 1.1 million increase 
in contract mobile customers, and a 0.7 million 
increase in our converged (fixed plus mobile) 
customer base. An improved overall customer 
experience allowed us to introduce “more-for-
more” propositions, in which customers received 
greater value for a higher monthly payment. 
As a result, consumer contract ARPU stabilised 
after many years of decline.

This good performance was reflected 
in European service revenue growth of 0.6%* vs. 
-0.6%* last year. All major markets grew during 
the year, except the UK. In AMAP, we enjoyed 
another year of strong growth in customers, 
usage and local currency revenues (up 7.7%* 
in organic terms vs. 8.0%* last year). 

A stronger overall organic service revenue 
performance translated into even faster organic 
adjusted EBITDA growth (up 5.8%* vs. 2.3%* last 
year) thanks to good progress on cost efficiency, 
which Nick Read describes on page 16.

None of these achievements would have  
been possible without the talent and 
dedication of our people, supported by the 
values of speed, simplicity and trust which 
we call “The Vodafone Way”.

 

Vittorio Colao
Chief Executive

Building a converged 
communications leader
Our focus on delivering an excellent customer experience has 
delivered further improvements in our overall commercial and 
financial performance during the year.
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“More-for-more” initiatives to drive usage and revenue
Over the course of last year we introduced a series of more-for-more offers, 
which typically offer more data in return for a higher monthly fee. As an example, 
in Germany, we recently launched new plans offering more data and a data 
rollover facility, providing customers with the ability to carry over their unused 
data allowance from the prior month. In Vodacom, our innovative “micro-bundling” 
strategy allows customers to purchase data in affordable hourly, daily or weekly 
bundles. These offers typically mean customers generate a lower revenue per 
unit of data, but stabilise or increase average revenue per user.

Data
Providing the best mobile data experience

We aim to provide a leading mobile data 
experience in all of our markets, in order 
to capitalise on the huge demand for mobile 
internet connectivity from both consumer and 
enterprise customers, and to differentiate our 
service from lower quality discount providers.

During the financial year, demand for data 
continued to grow very strongly, with over 
2,700 petabytes of data carried across our 
mobile networks (including India, JVs and 
associates). This was an absolute increase 
in traffic this year of 995 petabytes, which 
was greater than the total traffic carried 
on the network last year. Growth was driven 
by continued adoption of 4G, with 28 million 
customers added during the year bringing the 
total base to 75 million at the end of March. 
This represented 33% of our active data 
users. With bigger touchscreens and faster 
speeds, the customer experience improves 
significantly (particularly for video). As a result, 
4G smartphones typically drive a two to three 
times increase in data usage compared to 3G.

Bigger bundle sizes also contributed to  
usage growth, as we successfully introduced 
“more-for-more” propositions (typically 
offering our customers larger data allowances 
for a higher monthly payment) across most 
of our markets during the year. The success 
of these initiatives was a key driver of our 
improved revenue growth momentum 
compared to the prior year.

In developing markets, which typically lack 
extensive fixed infrastructure, demand for 
internet access via mobile is a long-lasting 
driver of data consumption and revenue 
growth. Data users continued to grow during 
the year, by nine million to 153 million 
(including India), although the launch of free 
services by Reliance Jio in India dragged on our 
data customer growth during the second half. 
Consequently, the largest driver of data growth 
was increased usage levels by data customers. 
As in developed markets, new technologies 
drive higher usage: on average, a 2G customer 
uses 0.2 GB per month; a 3G customer 0.9 GB; 
and a 4G customer 1.7 GB. 

During the coming financial year we will begin 
trials of “Gigabit LTE”/4G+ services, which will 
deliver further significant gains in data speeds 
along with lower latency (quick reaction time). 
As the new technology will be based on the 
broad and deep 4G network built during 
Project Spring, the incremental cost to achieve 
these gains is expected to be relatively 
modest. We are preparing for 5G by building 
fibre connections to over 95% of urban sites 
in Europe. Additional 5G radio investments will 
only be made once the technology is mature 
and the business case is robust.

Context
 – Smartphone penetration is growing 

rapidly, leading to increasing demand 
for mobile data. 63% of our customers 
have a smartphone in Europe, compared 
to 59% last year

 – Data usage is increasingly driven by the 
demand for high-definition video, 
which requires fast download speeds 
for a great user experience. Data traffic 
increased 65% during the year

 – Users want to use data without worrying 
about unexpected costs whether using 
their mobiles at home or abroad

What we’re aiming for 
 – We’re encouraging more data usage 

with our more-for-more initiatives that 
provide extra data-related benefits for 
a small increment to the monthly fee

 – We want our customers to have the best 
data experience, so we now provide data 
download speeds of at least 3 Mbps – 
the requirement for high-definition video 
– for 92% of data sessions in Europe

 – We are encouraging our customers 
to move to 4G, which provides data 
speeds up to 10x faster than 3G and 
lower latency (quick reaction time) 
for a better user experience. We now 
have 75 million 4G customers, up from 
47 million a year ago

 – We want our customers to use data 
wherever they want, so our 4G roaming 
network now reaches 118 countries

 – We are preparing for 5G in the longer 
term by building more fibre connections 
to carry more data 

Group data traffic growth in 2017
%

Europe

AMAP

Group

57

78

65

Figures exclude India and the Netherlands.

224m
of our customers use data (including India,  
JVs and associates), 43% of the total base
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Convergence
Combining fixed and mobile

In developed markets, the trend towards 
convergence – the bundling of fixed and 
mobile services within a single contract – 
continues to accelerate, aided by commercial 
offers which typically provide either extra 
value, a financial discount or sometimes 
both of these incentives to customers who 
buy multiple products. Overall, we view this 
trend as a substantial growth opportunity 
for Vodafone. We are an established leader 
in mobile and our recent investments have 
positioned us as the leading challenger in fixed, 
with scope to gain significant profitable 
revenue market share by cross-selling fixed 
products to our mobile base. Additionally, 
churn rates for customers buying multiple 
products are substantially lower – so our 
success in winning fixed relationships is also 
expected to make our mobile base both more 
secure and more profitable over time. 

Our fixed network footprint continues 
to expand, and we are now able to reach 
over 96 million NGN homes in Europe, giving 
us the largest marketable reach of any 
operator. 36 million of these homes are 
connected by our own cable or fibre networks 
(including VodafoneZiggo in the Netherlands). 
The remaining homes are mostly reached 
through wholesale relationships with the local 
incumbent operator. We plan to upgrade our 
own networks to deliver gigabit speeds over 
the coming years, which will further extend the 
competitive advantage we enjoy compared 
to slower copper-based incumbents.

Our progress this past year has been strong: 
we remained Europe’s fastest growing 
broadband company, winning 1.2 million 
new customers. Our total broadband 
customer base, including VodafoneZiggo, 
is now 17.9 million, of which 16.6 million are 
in Europe. Four million of these customers 
are fully converged, with a further two million 
taking both a fixed and mobile service from 
Vodafone, but not yet benefiting from a single 
bill and/or a cross-product discount. We are 
highly focused on converting these customers 
onto fully converged bundles. Additionally, 
in the Netherlands, just 25% of Ziggo’s fixed 
customers take a Vodafone mobile product – 
a significant cross-selling opportunity for the 
new joint venture.

Succeeding in convergence also means 
providing a best-in-class TV experience. 
This past year we launched “Vodafone TV”and 
“Giga TV”, which are best-in-class TV platforms. 
We also started our journey towards 
consolidating our TV platforms, capturing scale 
efficiencies. Including VodafoneZiggo, we now 
have 14 million TV customers, of which eight 
million pay for advanced digital services. 
We aim to distribute premium content to these 
customers, but where possible we prefer 
to avoid exclusive content deals as these 
tend to drive up costs for the industry with 
no lasting competitive benefit.

Context
 – Customers increasingly want to use 

converged services – i.e. bundle fixed 
and mobile services together under 
a single contract – to easily share 
content between their mobile phone, 
tablet, laptop or TV

 – Access to TV programmes bundled 
with fixed broadband is an increasingly 
important driver of demand for 
converged services

 – The growing demand for converged 
services drives data usage, which in turn 
requires the combination of mobile and 
fibre infrastructure

What we’re aiming for 
 – We expect fixed revenue to grow 

as a percentage of our revenues, driven 
by convergence, which should also 
lead to higher customer loyalty and 
lower churn 

 – We aim to increase our revenue 
market share profitably 
in fixed communications

 – We seek to roll out more high-speed 
broadband services by deploying more 
fibre and working with strategic partners. 
We already reach 96 million households 
in Europe, up from 72 million last year

 – We’re aiming to expand our 
TV services, to complement the take 
up of broadband. We already have 
TV services in eight markets (including 
VodafoneZiggo)

Spain – lowering churn 
through convergence
% of customers that leave us based on the 
number of products (mobile, landline, broadband 
and TV) they buy

Mobile only

Three products

Four products

27

13

6

24%
of our service revenue comes from  
fixed services

Vodafone Spain – leading our transition to converged services
To date, the fastest take up of converged services – bundles of fixed, mobile or TV – 
has been in Spain. During the year, we added nearly 250,000 new converged customers 
taking us to 2.3 million in total. We have made two important steps to drive demand 
during the year. First, we added to the existing extensive range of TV content including 
football, Netflix, and over 120 TV channels, including launching HBO Spain. Second, 
we further expanded the number of homes passed with high-speed fibre to nearly 
19 million, representing 65% of households, by both deploying more fibre and 
by securing new wholesale arrangements.

Chief Executive’s strategic review (continued)
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Enterprise
Leading in total communications

Context
 – Seamlessly integrated connectivity 

has become a central part of running 
a business today

 – Businesses are seeking secure and 
reliable mobile and fixed solutions 
to support efficient and effective 
operations

 – The lines between mobile, fixed and 
IT are blurring driving new business 
opportunities, but also a more 
competitive market environment 

What we’re aiming for 
 – We are building a comprehensive total 

communications portfolio, rooted 
in our core strength in mobility 

 – We want to maintain our strong mobile 
market share in enterprise, which has 
been earned from our trusted brand, 
global footprint and service quality

 – We aim to increase our market share 
in fixed enterprise services, capitalising 
on our Project Spring investments 

 – Our strategy is focused around three 
market segments – small and medium 
sized enterprises, large and multinational 
corporates, and carrier services

 – We intend to continue to invest 
in the growth areas of converged 
communications, Cloud & Hosting, 
Internet of Things, security and 
fixed connectivity 

Enterprise service revenue growth*
%

2015

2016

2017

0.01

1.7

2.3

Note:
1 As reported in 2015 including Vodafone India. 

30%
of our service revenue is from enterprise customers

Providing network connected, global cloud services
Enterprise customers are moving data and applications to the cloud to become smarter 
and more agile, reduce costs and optimise performance. By combining our strengths 
in fixed connectivity with our Cloud & Hosting portfolio, we are well placed to meet this 
demand and can provide simple, secure IT solutions. During the year, we have expanded 
our geographic presence and our cloud services are now live in seven markets across 
Europe, Africa, Asia and the USA. Combined with our network of partner facilities, we can 
serve businesses on a global scale and offer a consistent cloud experience across 
28 countries. During the year, revenue from Cloud & Hosting services grew 15%.

Enterprise remains a key driver of our business, 
representing approximately 30% of revenues. 
During the year our enterprise revenues 
continued to grow, in contrast to leading 
European peers who experienced a decline 
in their business. This outperformance 
reflects four important differences in our 
business composition and strategy compared 
to a “typical” incumbent operator position.

First, we operate in more international markets 
than all of our traditional telecom rivals, 
and as a result we have a cost advantage 
compared to nationally based competitors 
who are forced to wholesale at a higher cost 
in order to provide services outside their home 
market to multinational clients. This advantage 
in terms of our global reach is reflected in the 
strong performance of Vodafone Global 
Enterprise, which grew 3.0%* in the year. 

Second, the trend towards convergence 
represents an important opportunity for 
profitable revenue market share gains in fixed 
services for enterprise, where our market 
share is only around 7%. We have now built 
a global IP-VPN footprint which is on par with 
the largest global competitors, reaching 272 
Points of Presence in 73 countries. In addition, 
we are developing a range of adjacent 
services such as Cloud & Hosting and security 
solutions, to further increase our share 
of customers’ spending. Our early success 
is reflected in growth of 4.4% in non-mobile 
revenues during the year, which in total now 
account for 29% of our total enterprise sales. 

Third, we remain the market leader in the fast-
growing Internet of Things (‘IoT’) segment, which 
holds huge future potential, with 54 million 
devices connected on our IoT platform. 
In particular, our performance in the automotive 
segment remains strong, with BMW, Porsche 
and many others relying on our IoT solutions. 
We launched narrowband IoT in Spain, and have 
trials running in several countries. With seven 
times the coverage reach of existing GSM-based 
services and very low power consumption 
(devices could last up to ten years with a single 
AAA battery), this technology is likely to catalyse 
a new wave of innovation and industry growth. 

Finally, the composition of our revenues 
is different from many of our rivals. We have very 
limited exposure to declining fixed voice calling, 
or segments such as the UK public-sector which 
have been under pressure from government 
spending cuts; conversely, we enjoy strong 
growth in our emerging markets operations, 
for example with Vodacom achieving 12% 
enterprise growth during the year.

It is also important to recognise that there are 
challenges ahead. Our core European mobile 
revenues remain under pressure as a result of 
intense competition, so it is important that we 
diversify into fixed and related services. In addition, 
we have a number of legacy fixed contracts 
inherited from the Cable & Wireless acquisition 
that are not sufficiently profitable, reflecting 
a large number of costly legacy networks 
and associated products. These networks are 
being phased out, and customers migrated to 
modernised solutions, over the coming years. 
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Chief Financial Officer’s review

Our business model
Vodafone has invested €71 billion over the 
past four years (including India) in order 
to strengthen the quality of our assets 
and enhance our customers’ experience. 
This commitment to invest lies at the heart 
of our strategy, as it enables a differentiated 
customer experience, supporting our leading 
market share and premium price position. 
Scale is also critical, as only a leading or co-
leading market position – combined with 
highly efficient operations and talented people 
– provides us with sufficient cash generation 
to continue to invest, while also earning 
the necessary return for our shareholders. 
This virtuous cycle – in which investment 
drives a differentiated customer experience, 
supporting leading scale, which enables 
ongoing re-investment – is the key to our 
business model (see pages 18 and 19).

I am confident that the investments we have 
made have repositioned Vodafone for future 
profitable growth. However, our returns 
on capital are below our cost of capital 
in several important markets, as is evident from 
our modest adjusted EBIT margin of 8.3%. 
Consequently, I remain focused on three key 
activities in order to drive our returns on capital 
higher in the years ahead.

Fit for Growth: a second 
phase of savings identified
Fit for Growth is a comprehensive cost 
efficiency programme designed to drive 
operating leverage and margin expansion 
without impacting the customer experience.

During the year, we have continued 
to make good progress, delivering an absolute 
reduction in our cost base on an organic basis. 
This is despite the significant underlying cost 
inflation created by Project Spring and continued 
strong growth in fixed and mobile customers 
during the year. Areas of significant cost 
saving included procurement, shared service 
centres, improved sales channel efficiency and 
standardised network design. This cost focus 
is reflected in our improved margin performance, 
with 15 markets out of 22 growing adjusted 
EBITDA faster than service revenue, driving a 1.2* 
percentage point improvement in organic Group 
adjusted EBITDA margin.

Phase two of the Fit for Growth programme 
has now been developed and new internal 
three-year margin targets have been set across 
the Group. These imply another reduction 
in absolute operating costs on an organic basis 
during the coming financial year. 

A focus on returns 
The Group is performing strongly, supported by 
leading network quality and growing customer 
advocacy. We continue to deliver good cost 
efficiency, supporting the Group’s improving free 
cash flow profile and underpinning our dividend.

Our business model:  
leading scale that enables 
constant reinvestment in our 
core assets to drive growth

Our business plan: leading scale and 
sustained investments to provide 
high-quality services and attract 
customers, which in turn provides the 
funds for reinvestment and attractive 
shareholder returns.

For more information:  
Pages 18 and 19

Customers

RevenueAssets

Reinvestment Cash flow

#1 or 2 scale, 
delivering value 

to society and 
shareholder  

returns

€40bn €18bn €13bn
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Capital expenditure

290,000
new and upgraded base station sites 
to improve coverage and quality

M&A

KDG, Ono, VodafoneZiggo JV,  
Hellas Online, Cobra
acquired leading fixed and IoT companies 
to become a fully converged operator

Spectrum and licences1

17
markets have 800/700 spectrum for 4G 
(vs. 4 in 2013)

Substantial investments over the last four years (including India)

Total €71bnNote:
1 Renewals and acquisitions.



Adjusted EBITDA margin1

%

2015

2016

2017

28.3

28.4

29.7

Note:
1 2017 includes nine months of Vodafone Netherlands 

results.

15
out of 22 countries growing adjusted EBITDA 
faster than service revenue  
(2012–2015: 6 countries)

Creating a market leader in India 
On 20 March 2017, we announced our agreement to combine the operations 
of Vodafone India and Idea Cellular. The new company will be jointly controlled 
and will become the market leader in India, with almost 400 million customers 
and 41% revenue market share. It will have the scale to meet customers’ 
rapidly accelerating demand for data consumption with a long-term vision and 
commitment to bring world-class 4G networks to villages, towns and cities 
across India. This is also an opportunity to create value for shareholders based 
on delivering synergies with a net present value of US$10 billion, including 
potential regulatory dis-synergies. 

Future opportunities include the modernisation 
of our legacy IT infrastructure with scalable, 
low-cost cloud-based solutions and greater 
use of digital technologies to reduce the cost 
of customer interactions. 

Portfolio management: India 
and the Netherlands in focus
We continue to actively manage our portfolio 
of operating companies. We must either 
achieve leading or co-leading scale in a market, 
or find a path over time to divest the asset. 
This approach is critical to ensure that we are 
allocating our capital investment towards 
higher return opportunities.

This year, we completed our joint venture 
with Liberty Global on 31 December. 
VodafoneZiggo has convergence 
co-leadership along with the incumbent and 
is thus in an ideal position to compete, while 
capturing synergies with a net present value 
of €3.5 billion. Currently the mobile market 
in the Netherlands is highly competitive, 
weighing on our growth. However, given 
future cost synergies and the opportunities for 
cross-selling, we remain confident in the mid-
term outlook and expect to receive our share 
of at least €500 million in cash returns from 
the JV during calendar year 2017.

In addition, as Vittorio has outlined, at the 
end of March we announced our intention 
to merge our Indian business with Idea Cellular 
in India, creating a new market leader with 
synergies worth approximately US$10 billion. 
Under IFRS rules India is technically treated 
as a discontinued operation for 2017 and prior 
financial years. 

With effect from 1 April 2016, the Group’s  
presentation currency was changed  
from pounds sterling to the euro  
to better align with the geographic split  
of the Group’s operations.

From an operational perspective, the Group  
remains highly focused on the management 
of the business and committed to its  
continued success, both prior to the 
completion of the merger and thereafter. 

Given India currently generates minimal free cash 
flow for the Group, and has historically required 
large spectrum investments, the merger also 
improves our dividend coverage. The merger 
is subject to regulatory approvals and is expected 
to complete during calendar 2018. 

Compensation: a focus 
on adjusted EBIT
We are changing our compensation structure 
to align incentives more closely with adjusted 
EBIT. Adjusted EBITDA is an important measure 
of our performance, however it does not 
capture the cost of our capital investments. 
This change will help to ensure that the 
company remains highly focused on capital 
efficiency moving forwards.

Performance against 2017 
financial year guidance
Based on guidance foreign exchange rates, 
adjusted EBITDA for the 2017 financial year 
grew organically by 3.4%* to €15.8* billion, 
consistent with the 3% to 6% organic growth 
(implying €15.7 to €16.1 billion) guidance 
range set in November 2016 (including India). 
On the same basis our free cash flow was 
€4.3 billion, consistent with our free cash flow 
guidance of at least €4.0 billion. Our results are 
analysed on pages 35 to 41 in more detail. 

For more information:  
Pages 35 to 43

Looking ahead
We expect adjusted EBITDA to grow 
organically by 4% to 8%; this implies a range 
of €14.0 to €14.5 billion at guidance exchange 
rates. This range excludes Vodafone India, 
but includes the benefit of shareholder 
recharges received by the Group from 
VodafoneZiggo and from Vodafone India, 
as well as an anticipated benefit from the 
introduction of handset financing in the UK. 
Note that shareholder recharges are excluded 
from our calculation of organic growth. 

Excluding Vodafone India, we expect free 
cash flow of around €5.0 billion, before the 
impact of M&A, spectrum payments and 
restructuring costs. 

The Board intends to grow dividends per 
share annually. Dividends will be declared 
in euros and paid in euros, pounds sterling 
and US dollars. The foreign exchange rate 
at which future dividends declared in euros 
will be converted into pounds sterling and 
US dollars will be calculated based on the 
average exchange rate over the five business 
days during the week prior to the payment 
of the dividend. 

Nick Read
Chief Financial Officer
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Our business model

Customers

RevenueAssets

Reinvestment Cash flow

#1 or 2 scale, 
delivering value 

to society and 
shareholder 

returns 

Assets
To maximise our returns and ensure we run  
a sustainable business we must effectively  
manage our key resources and relationships.  
This means sustaining investment at a sufficient 
level to maintain the quality of our assets  
and ensure we retain our leading scale. 

Network
To provide mobile services we primarily acquire 
spectrum licences in each of our markets through 
government run auctions, which we combine 
with our global network of base station sites 
to transmit mobile signals. To provide fixed services 
we use a combination of our cable and fibre assets, 
and wholesale agreements with other operators. 

IT infrastructure
Our big data/data analytics capabilities; and IT  
resources include our 65 data centres, which hold 
information such as customers’ details and usage; 
our customer relationship management systems 
and billing services; big data capability and our 
online customer service tools. 

Maximised through our core programmes: 
Network Leadership

Products & services
We provide mobile services for calls, texts, data and 
roaming; fixed products for internet access, data 
networks, calls and TV; IoT to connect machines 
to the Internet; Cloud & Hosting for storing data 
and applications in the Cloud; and carrier services 
for other businesses to transmit information across 
the globe. 

Customer relationships
Our distribution channels include around 7,000 
own-branded and franchised stores, online sales 
and telesales presence for individual customers. 
Enterprise customers are also served by our direct 
sales team of 5,650 people, a network of 5,000 
indirect partners and our telesales personnel. 
Our digital service channels also include live 
webchat capability, “My Vodafone” app and artificial 
intelligence chatbots.

Maximised through our core programmes: 
Customer eXperience eXcellence

Brand
Vodafone is one of the most recognised and 
valuable telecoms brands in the world, with 
an attributed worth of US$22 billion1, which 
helps us to retain and attract customers.

People
Diversity matters to us. We employ 108,271 
people representing 136 nationalities. 
The 195 members of our senior leadership 
team comprise 21 nationalities.

Maximised through our core programmes: 
People and Culture  

Financial resources
Over the last three years we have generated 
strong free cash flow and our pro-forma ratio 
of net debt to adjusted EBITDA at 2.2 times 
is below the industry average.

Maximised through our core programmes: 
Fit for Growth

Delivering value for 
society and returns  
to our shareholders
We deliver long-term benefits to society by providing access 
to digital services. Our scale enables us to invest in superior 
gigabit infrastructure while delivering an excellent customer 
experience that drives revenues and cash-flow generation –  
allowing us to reinvest and provide attractive shareholder 
returns. A virtuous business cycle. 
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Delivering value to society 
and shareholder returns
Our products and services play a central 
role in the daily lives of more than half 
a billion people globally. 

Our three global transformation goals – 
described in our sustainable business 
strategy on page 26 – aim to deliver 
meaningful socio-economic benefit for 
our customers and wider society and will 
be achieved by means of our core long-
term business objectives.

Our commitment to enhancing lives 
and livelihoods – together with our 
longstanding commitment to operating 
responsibly – is key to creating a  
sustainable business and is therefore 
integral to our duty to maximise returns 
to our shareholders.

The ongoing cash generated from 
operations allows us to sustain generous 
shareholder returns while also investing 
in the future prosperity of the business. 
Our shareholders regard the dividend 
as an important element of that return 
and that is why we have increased the 
dividend per share every year for more 
than 17 years. In the 2016 calendar year 
Vodafone was the 5th largest dividend 
payer in the FTSE 100.

€3.7bn
Dividends to shareholders 
(2016: €4.1bn) 
Dividends in sterling (2017: £3.1bn, 2016: £3.0bn)

1.9
Tonnes of greenhouse gas emissions 
saved per tonne generated
(2016: 1.7)

Customers
We serve a wide range of customers 
including 516 million mobile customers, 
18 million broadband users and 14 million 
TV customers. In addition our networks 
provide 54 million IoT connections for 
services such as smart meters or internet 
in the car. As a global company we reach 
many countries. 23% of our mobile 
customers are from Europe and the 
remainder are from emerging markets 
such as India and Africa.

We serve a variety of enterprise customers 
including 1,900 multinational corporates, 
90,000 public sector and national 
companies, and nine million small and 
medium sized enterprises.

Among our fixed broadband customers, 
11 million (including VodafoneZiggo) take 
high-speed fibre providing download 
speeds up to one giga bit per second.

516m
Total mobile customers  
(incl. India, JVs and associates)
(2016: 493m)

Revenue
90% of our revenue is service revenue 
from customers and wholesale 
partners for providing mobile and fixed 
connectivity. Most of this is from mobile 
services, but fixed services are becoming 
increasingly important due to our 
investments in fibre and cable networks 
and strong growth in broadband customers. 
Services are charged either on a contract 
basis, typically for a fixed one to two year 
term, or on a prepaid (‘pay-as-you-go’) 
basis. Contract customers may also receive 
a mobile handset and the repayment for 
the handset is included in the monthly fee. 
The remainder of our revenue comprises 
non-service revenue for a variety of items 
such as sales of handsets and accessories.

24%
Share of service revenue  
from fixed services
(2016: 23 %)

Free cash flow
We have a strong track record of converting 
revenues into free cash flows – with some 
€6.7 billion generated over the last three 
years – despite the increased investment 
in Project Spring. This reflects the benefits 
of our local and global scale, which creates 
significant efficiencies, supported by our 
increased efforts to reduce costs.

€6.7bn
Free cash flows generated in the  
last three years, including India

Reinvestment
Over the last four years we have invested 
€71 billion into the business. This comprises 
€40 billion to modernise our mobile and 
IT networks and deploy fixed fibre networks 
in Europe (including Project Spring); 
€13 billion to secure spectrum for 4G services, 
and €18 billion on acquisitions – including 
cable companies in Germany and Spain.

€71bn
Reinvested in the last  
four years, including India
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More on our investment focus in the CFO section: 
Page 16



Our business model (continued)

How we are building  
competitive advantage  
through our core 
programmes
We aim to outpace our competitors by using our unique skills 
and assets to provide a world-class communications service.

The best  
network
We have the best 
or co-best mobile 
data networks in 
14 out of 21 markets 
as measured by 
independent  
assessors.

The best 
customer 
experience
We have the best or 
co-best consumer 
net promoter score 
ranking in 19 out of 
21 markets.
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Customer 
eXperience 
eXcellence (‘CXX’)
Improving customer experience
We are building on our Network Leadership 
to deliver an outstanding and differentiated user 
experience through our Customer eXperience 
eXcellence programme – our core marketing 
strategy for brand and service differentiation. 
This comprises four key areas, which 
we summarise by the acronym CARE. 

 – Connectivity that is reliable and secure

 – Always excellent value to ensure 
we remain competitive

 – Reward loyalty to incentivise long-term 
customer relationships, and

 – Easy access to customer service contacts. 

A key CXX performance measure is the 
Net Promoter score (‘NPS’). The average 
NPS gap to the third placed operator 
reached 17 percentage points, representing 
a three point improvement year-on-year.

18
Markets have tailored reward programmes
(2016: 11)

16.2%
Consumer contract churn
(2016: 17.1%)

Network  
Leadership 

Investing in our infrastructure
Over the year we invested €7.7 billion 
in network and IT infrastructure, which has 
enabled us to further expand our reliability, 
data speeds, coverage and customer service. 
According to independent tests conducted 
by agencies in 21 markets (including India), 
we are either first or second in terms of data 
network quality in 14 markets. 92% of our 
customers’ data usage in Europe is at speeds 
sufficient to watch high definition video and 
our dropped call rate of just 0.37% in Europe 
means we provide a reliable voice connection. 
Our high speed fixed broadband networks, 
including VodafoneZiggo, reach 36 million 
households with our own cable or fibre 
and a further 60 million through wholesale 
deals, enabling us to reach 59% of the 
European population.

92% 
4G coverage in Europe
(2016: 87%)

96m
Homes reached with next generation  
fibre or cable in Europe 
(including VodafoneZiggo)
(2016: 72m)



Investment 
in online and 
digital channels
has led to a 9% 
reduction in mobile 
customers calling 
our customer service 
centres over the last 
two years.

Developing 
our people
81% of employees feel 
that they can learn the 
skills and knowledge 
to do their jobs well.
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Fit for  
Growth 

Managing our financial resources
Fit for Growth is a comprehensive cost 
efficiency programme to generate 
the funds to sustain future growth. 
This is based on external benchmarking 
analysis to determine the cost saving 
opportunity within each local market, as well 
as Group programmes where our global scale 
can provide a competitive advantage.

During the year, we continued to make 
significant cost savings in several areas. 
These included centralising procurement, 
utilising shared services, investment in direct 
sales channels so new customers reach 
us via branded rather than more expensive 
third party channels, standardisation 
of network and IT platforms and zero based 
budgeting initiatives. 

These savings have supported the 1.2 
percentage point improvement in organic 
Group adjusted EBITDA margin during the year.

55%
My Vodafone App penetration
(2016: 36%)

77%
of procurement centralised, which provides 
efficiencies due to our scale
(2016: 74%)

People  
and Culture 

Being a great place to work
Our people are behind every aspect of our 
strategy, so it is important that we attract, 
develop and retain exceptional people. We also 
want our employees to act in The Vodafone 
Way – by operating with speed, simplicity and 
trust1. Therefore, we have initiated three people 
programmes. First, initiatives focused on female 
employees to support our goal of building 
a diverse and inclusive organisation. These 
include our global maternity policy, introducing 
a global minimum maternity standard and our 
ReConnect initiative to bring women back into 
the workforce after a career break. Second, 
our enhanced CARE training initiative to ensure 
front line employees act with empathy for our 
customers and take ownership to solve their 
problems. To date 43,000 employees and third 
parties have completed the training. Third, 
incorporating digital technology to improve 
our hiring process, career development tools 
and the workplace experience.
1 Learn more about The Vodafone Way on page 24.

81
Employee engagement index (including India)
(2016: 79)

26%
of the senior leadership team are women 
(including India)
(2016: 24%)



Core programmes

Financial performance
This has been a solid year of execution 
for the Group delivering commercial 
momentum with sustained underlying 
,growth. With the recovery of European 
revenues and the continued strong 
growth in our African and Middle East 
operations, we met our financial guidance 
and increased our dividend per share 
by 2% to 14.77 eurocents. 

Key performance indicators

Monitoring progress  
and performance
We measure our success by tracking key performance indicators that  
reflect our strategic programmes and growth drivers. This allows the  
business and major stakeholders to analyse and judge our performance.

4G Europe coverage1

%

Ubiquitous 4G coverage across Europe was one of our 
main Project Spring objectives, providing customers 
with a better experience to stimulate data usage and 
improve monetisation opportunities. We achieved our 
goal of over 90% coverage across Europe, reaching 
92%, including VodafoneZiggo, this year. 

Achieved

Diversity: Women in senior management 
(including the senior leadership team)1,2

%

Diversity increases the range and breadth of skills 
in our business and increased female representation 
across our senior management is one measure 
of this. We aim to increase this proportion every year. 
We made further progress this year. 

Achieved

Consumer mobile net promoter score1,2

Number of markets with NPS leadership 
or co-leadership, out of 21 markets

We use NPS to measure the extent to which our 
customers would recommend us to friends and 
family. Our goal is to be NPS leader in all our markets. 
We continued to make good progress this year, 
but further improvements are needed, particularly 
in the UK. 
More work to do

Grow adjusted EBITDA faster than 
service revenue, improving margins
out of 22 markets

We established multi-year margin improvement 
targets for all markets and aim to grow organic 
adjusted EBITDA faster than service revenue. 
Our target is to achieve this in all 22 of our controlled 
operations (excluding India, JVs and associates). 

More work to do

Organic adjusted EBITDA growth
%

Growth in adjusted EBITDA supports our free cash 
flow which helps fund investment and shareholder 
returns. Our adjusted EBITDA grew organically 
by 5.8% this year. On a guidance basis, which 
includes India, it grew 3.4%, consistent with our 
guidance of 3% to 6% organic growth. 

Achieved

Organic service revenue growth
%

Growth in revenue demonstrates our ability 
to increase our customer base with stable or rising 
ARPU. Our goal is to continue to grow our service 
revenue. We met this goal again this year. 

Achieved

More information on financial performance:  
Pages 35 and 41

Changes to KPIs this year
We have updated our KPIs to measure 
more accurately the impact of our core 
programmes on our strategic, operational 
and financial performance. 

To reflect our efficiency ambitions as part 
of the Fit for Growth programme we have 
added our goal to achieve higher organic 
adjusted EBITDA growth compared 
to service revenue growth. We have removed 
European average smartphone data usage 
as a separate KPI, as its impact is captured 
by the growth in 4G customers, which we view 
as an important driver fuelling overall data 
usage. We have also removed our employee 
engagement KPI as our performance is now 
comparable to our peers. 

New KPIs

 – Adjusted EBITDA growth > service 
revenue growth 

KPIs removed

 – Employee engagement

 – European average smartphone data usage

2015

2016

2017

72

87

92

2015

2016

2017

11

13

19

2015

2016

2017

23

24

25

2015

2016

2017

10

13

15

2015

2016

2017

-3.2

1.1

1.9

2015

2016

2017

-8.3

2.3

5.8

Notes:
1 Includes Netherlands. 
2 Includes India.
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Strategic growth engines

4G customers1,2

million

To monetise our 4G investments, we aim to migrate 
and attract new customers onto our 4G network. 
We have significantly expanded our 4G customer base 
and as a result data usage has increased by 65% over 
the last year. In Europe, the average smartphone user 
now consumes 1.7 GB of data each month. 

Achieved

Fixed as a percentage of enterprise 
service revenue 
%

Our core European mobile enterprise services 
continue to face challenging market conditions 
reflected in declining unit prices for connectivity 
services. Therefore, we are seeking to diversify 
into fixed and related enterprise services to offset 
these pressures.
Achieved

Dividend per share
eurocents

The ordinary dividend continues to be a key  
component of shareholder return. We intend 
to increase the dividend per share annually. This year 
we increased the dividend per share by 2%. In line 
with our move to reporting our results in euros, 
our dividends are now declared in euros. 

Achieved

Free cash flow
€ billion

Cash generation is key to delivering strong 
shareholder returns. We delivered €4.1 billion of free 
cash flow in 2017. On a guidance basis, which includes 
India, our free cash flow was €4.3 billion, consistent 
with our guidance of at least €4.0 billion.

Achieved

Europe owned NGN coverage1 
million homes passed

To meet the growing demand for fixed and converged 
services we aim to continually increase our NGN 
reach. We now have the largest NGN footprint 
in Europe, comprising 36 million homes passed 
by our own cable and fibre and a further 60 million 
via wholesale access and partnerships.

Achieved

Fixed broadband customers1,2

million

We aim to grow our fixed broadband customer base 
continuously. During the year, we added 1.5 million 
new customers, taking the total base to 17.9 million 
(including 3.2 million from VodafoneZiggo). Within this 
we added 0.7 million converged customers, i.e. those 
taking both a fixed and mobile integrated service.

Achieved

Paying for performance
The incentive plans used to reward the 
performance of our Directors and our senior 
managers, with some local variances, include 
measures linked to our KPIs. While these 
KPIs continued to show improvement, this 
year’s Group annual bonus was lower than 
last year’s as overall performance was slightly 
below our internal targets.

More on rewards and performance  
in the Remuneration Report:  
Pages 67 to 86

2015

2016

2017

20.7

46.8

74.7

2015

2016

2017

26

28

29

2015

2016

2017

25

29

36

2015

2016

2017

12.0N/A

13.43.1

17.93.8

2015

2016

2017

1.7

1.3

4.1 4.3

2015

2016

2017

14.19

14.48

14.77
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Our people

The people behind  
our business
Our people are behind every aspect of our strategy and are 
committed to delivering superior network performance and 
providing a great customer experience.

A diverse and inclusive 
organisation
This year we employed an average of 108,2711 
people with 136 nationalities as well as over 
24,485 contractors. Our senior leadership 
team includes 21 nationalities, bringing 
together a diverse set of experiences and 
opinions to help us achieve our goals and 
better understand the needs of our customers. 
Our commitment to diversity and inclusion 
begins at the top, with clear leadership 
from the Vodafone Group Plc Board and 
is embedded at every level of every business 
through The Vodafone Way, the Code 
of Conduct and our Business Principles.

Living The Vodafone Way
The Vodafone Way underpins our culture and 
sets out the type of organisation we want 
to be. At the centre of The Vodafone Way 
is a focus on three core principles: speed, 
simplicity and trust. We want our people 
to respond swiftly and effectively to challenges 
and opportunities, especially those that affect 
our customers. We want them to do so while 
avoiding unnecessary bureaucracy and costly 
and cumbersome internal processes. 

And we want all of our business activities and 
decisions to be informed by an understanding 
that earning and retaining the trust of our 
customers, our employees and all other 
stakeholders must be integral to everything 
we do.

Doing what’s right
We recognise that ethical conduct is just 
as important as high performance and that 
failure to operate ethically will impact our 
business. Our “Code of Conduct” outlines 
the behaviours we expect from every single 
person working for and with Vodafone. 
Our “Business Principles” are the foundation 
of how we do business and set out the values 
we want everyone who works for or with 
Vodafone to respect. Together, these elements 
ensure we protect Vodafone’s reputation, 
our people and our assets. Further details 
can be found on The Vodafone Way, Code 
of Conduct and our Business Principles 
at vodafone.com/governance.

Focusing on our customers
Over the last year, we have focused 
on improving customer experience through 
a new Vodafone Way of CARE training initiative. 

The core of the programme ensures front line 
staff act with empathy for customers, take 
ownership to solve their problem and for team 
leaders to coach performance. 

So far, more than 39,000 contact centre 
agents and team leads have completed the 
training, as well as over 4,000 retail store 
managers and advisers.

Training our senior leaders has also been key and 
all leadership teams participated in a Customer 
Experience Leadership programme; a two-day 
workshop focused on listening to customers and 
understanding external best practices. This is all 
part of our approach to ensure the needs of our 
customers are understood and everyone leads 
by putting the customer first.

Attracting and developing 
great people
This year, we invested more than €80 million 
in employee training and development. 
Those programmes take many forms, from 
structured learning and formal training 
through to coaching and mentoring.

Our “Discover” programme for graduates 
accelerates the careers of high performing 
graduates, with over 890 people recruited 
onto this programme during the year. After the 
programme, a number of “Discovers” join 
our international programme, “Columbus”, 
with the purpose of building leadership skills 
through a challenging two-year assignment 
outside their home country.

These programmes are acknowledged and 
welcomed by our employees. In the 2016–17 
Global People Survey, 81% of employees 
surveyed said that they benefited from 
opportunities to learn the skills they needed 
to do their jobs well, a one percentage point 
increase in responses to the same question 
in the survey in the previous year.

We also look for ways to innovate and 
digitalise our recruitment and selection 
process to attract the best people. This year, 
we worked with HireVue to design a new 
end-to-end graduate experience embedding 
psychometric assessments into a video 
interview platform for a unified, world-class 
candidate experience. 

People and Culture

Note:
1 Includes India.

Vodafone Group Plc Annual Report 201724

Vodafone 
culture

The  
Vodafone 

Way

Code of  
conduct

Business  
principles



HireVue has enabled us to reduce average 
time to hire from 23 to 11 days and to reach 
out more effectively to younger recruits.

Recognising performance
We reward people based on their performance, 
potential and contribution to our success. 
This year, to drive simplification, empower our 
line managers, and encourage more future-
focused and developmental conversations 
between employees and line managers 
we trialled a move away from our previous 
performance dialogue rating system. 
The simplified system was piloted with our 
senior management team and, if deemed 
successful, will be rolled out globally in the 
near future.

We continue to benchmark roles regularly 
to ensure competitive and fair remuneration 
in every country in which we operate. We 
also offer competitive retirement and other 
benefit provisions. Global short-term incentive 
plans are offered to a large percentage of 
employees and global long-term incentive 
plans are offered to our senior managers. Our 
arrangements are subject to company and 
individual performance measures.

Creating a safe place to work
We want everyone working with Vodafone 
to return home safely every day. Despite all 
of our efforts, we deeply regret to report 
11 recordable fatalities during the year.

Traffic accidents in emerging markets 
continue to be our main area of exposure. 

We have robust policies and processes in place 
to manage risks and if incidents occur we work 
hard to identify and address their root causes.

Our focus in the year has been on our top five 
safety risks (more information on health and 
safety on our company website) and we work 
with our people and our suppliers to ensure 
expectations and risks are understood and 
preventive actions are in place.

Improving employee wellbeing has also been 
a key area of focus. This year we launched our 
fourth annual Global Wellbeing Challenge 
on World Heart Day in October 2016. 
4,027 employees took part in a wide range 
of exercise activities. Together, they covered 
a total of 302,096 miles – equivalent to going 
12 times around the world, to the moon and 
a quarter of the way back – over 56,000 miles 
more than last year.

Increasing employee 
engagement
Every year, all our employees are invited 
to participate in a global survey which allows 
us to measure engagement levels, identify ways 
to improve how we do things and compare 
ourselves with 30 other large companies.

The 2016–17 survey demonstrated that 87% 
of employees who responded are proud 
to work for Vodafone, one point higher than 
in 2015–16. Our overall Engagement Index 
score – demonstrating our employees’ 
willingness to recommend Vodafone 
as an employer and their desire to continue 
working with us – rose by two points to 81%.

Digital workplace training and development – the Vodafone University
During the year, we launched a range of new digital collaboration tools as well as digital 
learning resources supporting a truly digital workspace. One of these initiatives is the 
Vodafone University, accessible to all employees at any time on any device. The Vodafone 
University brings together our specialist and professional courses covering areas such 
as sales and marketing, leadership, technology and customer service. Vodafone University 
programmes have been developed with the support of leading academic institutions 
including the London Business School, Harvard University and Imperial College and are 
also accredited by external training providers.

Employees by location1  %

Average number of employees1,2 number

2015

2016

2017

101,443

107,667

108,271

Employee engagement1 index

2015

2016

2017

77

79

81

Employee turnover rate1 %

2015

2016

2017

18

19

18

Nationalities in top senior 
leadership roles1  

2015

2016

2017

24

24

21

Germany  
13.8%

UK 15.8%

Spain 4.7%
Italy 5.9%

India 21.0%

Other  
31.8%

Vodacom  
7.0%

Gender of employees1  %

Female  
37%

Male  
63%

Notes:
1 Includes India.
2 Employee numbers are shown on a full time employee 

basis. A statutory view is provided on page 154.
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Sustainable business

A new strategic approach
Our businesses play an integral role in the daily 
lives of our 516 million mobile customers and 
are a vital part of the national infrastructure 
upon which the economies of our 26 countries 
of operation depend. Our sustainable business 
strategy is founded on Vodafone’s long-
standing commitment to responsible 
behaviour in everything we do. At the centre 
of that strategy, launched in 2016, is our 
intention to work towards three significant 
global transformation goals. Each goal has 
the potential to deliver meaningful socio-
economic benefits for our customers and for 
wider society. Importantly, each goal has been 
derived from, and will be achieved by means 
of, our core long-term business objectives. 
Our three transformation goals are:

 – women’s empowerment: we are strongly 
committed to diversity and inclusion 
and have set ourselves the ambition 
of becoming the world’s best employer 
for women by 2025. We also intend 
to bring the benefits of mobile – enabling 
access to education, healthcare and 
mobile money services – to an additional 
50 million female customers in emerging 
markets, including women in some of the 
world’s poorest communities;

 – energy innovation: our focus is to 
optimise energy efficiency in, and reduce 
greenhouse gas emissions from, our own 
activities. At the same time, we are working 
to help our customers to reduce their 
greenhouse gas emissions by two tonnes 
for every tonne we generate from our own 
operations; and

 – youth skills and jobs: we intend to apply 
our expertise in digital technologies to help 
young adults enhance their skills and 
secure employment as industries and 
companies embrace digital ways of working. 
We also intend to increase opportunities 
for young people to gain work experience 
within our businesses.

Sustainable business
Mobile and digital technologies play a powerful role in 
today’s societies and in building “a better tomorrow”, 
improving lives and livelihoods and creating new business 
opportunities and industries.

Our sustainable business strategy includes 
a significant focus on corporate transparency, 
with particular emphasis on four areas that 
are the source of greatest public debate 
and concern.

 – Taxation and total economic 
contribution. Our voluntary tax 
transparency report – the first of its 
kind in our industry – includes detailed 
disclosures on a country-by-country actual 
cash paid basis.

 – Digital rights and freedoms. 
Our transparency disclosures on matters 
related to digital human rights include 
our approach and principles on law 
enforcement agency access to private 
communications, freedom of expression, 
censorship and the digital rights of the child.

 – Supply chain integrity and safety. 
Our disclosures related to our sourcing 
and supply chain reflect the Group’s drive 
to ensure responsible and ethical behaviour 
among our suppliers and sub-suppliers and 
ensure safety in our operations.

 – Mobile, masts and health. We provide 
objective and accessible information 
to address public concerns regarding 
electromagnetic fields from mobile phones 
and base stations and explain our approach 
to compliance with international standards 
across all of our operating companies on our 
corporate website (vodafone.com/mmh).

Our sustainable business strategy

Purpose
We connect everybody to live a better today and build a better tomorrow

Transformation
Women’s empowerment

Transparency
Taxation and 

total economic  
contribution

Supply 
chain integrity  

and safety

Mobile, masts 
and health 

Digital rights  
and freedoms

Energy innovation Youth skills and jobs

Principles and practice

What we do matters but so does how we work. 
Our strategy covers the principles and practice 
that ensure we operate with integrity at all 
times and remain committed to the highest 
standards of ethical behaviour.

Energy innovation and 
greenhouse gas emissions
All businesses, big and small, have a critical 
role to play in helping to reduce greenhouse 
gas (‘GHG’) emissions in order to limit 
global temperature rises to well below 2ºC. 
The communications industry as a whole 
requires significant amounts of energy – 
in the form of electricity (and diesel for 
back-up generators) – to transmit vast 
amounts of data from billions of people, 
devices and machines.

During the year, we began to develop a new 
global energy strategy intended to bring about 
a significant increase in the efficiency of our own 
operations, coupled with a focus on increasing 
the adoption of lower-carbon and renewable 
energy sources. Our networks account for most 
of the energy consumed in our businesses 
and are the main source of our GHG emissions. 
Customer demand for data increases every 
year. This in turn increases the amount of energy 
we need. However, our focus on energy 
efficiency – working with our equipment 
suppliers – means that the rate of growth in our 
power requirements is much lower than the rate 
of growth in demand for data.
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During 2017, our total greenhouse gas 
emissions were the same as the previous 
year, at 2.59 million tonnes of CO2e (carbon 
dioxide equivalent) of which India accounts 
for 0.52 million tonnes CO2e despite an increase 
in the size of our network in response 
to customer data demand. We continued 
to improve our overall energy efficiency profile 
during the year and achieved a 37% reduction 
in the volume of GHG emissions produced 
per petabyte (‘PB’) of data carried to reach 
an average of 1,140 tonnes CO2e per PB – 
the best performance recorded to date.

Our efforts to reduce our GHG emissions are 
only one aspect of our Energy Innovation goal. 
In parallel, we continue to innovate to help 
our customers minimise their energy needs, 
particularly through the development of IoT 
services, devices and processes that use 
network intelligence to optimise performance 
and minimise energy use – a field in which 
we are a world leader.

Greenhouse gas (‘GHG’) emissions
million tonnes of CO2e

2015

2016

2017

2.13 2.49

2.19 2.59

2.19 2.59

0.36

0.40

0.40

Scope 1 emissions (over which we have direct control)
Scope 2 emissions (from purchased electricity)
Total of Scope 1 and Scope 2

Note:
Calculated using local market actual or estimated data 
sources from invoices, purchasing requisitions, direct 
data measurement and estimations. Carbon emissions 
calculated in line with GHG Protocol standards. 
Scope 2 emissions are reported using the market-based 
methodology. For full methodology see our Sustainable 
Business Report 2017.

GHG emissions per petabyte of data 
carried by our mobile networks 
tonnes of CO2e

2015

2016

2017

3,120

1,820

1,140

Ratio of GHG emission savings for 
customers to our own GHG footprint 

2015

2016

2017

2018

1.4

1.7

1.9

2.0Target

Note: 
Figures include all data carried by our mobile networks 
with an adjustment to include only part of the data carried 
in India, where only base stations under our operational 
control are included in our GHG emissions totals.

Note: 
Figures include all data carried by our mobile networks. 
Emissions savings for customers have been calculated 
based on GeSI’s ICT Enablement Methodology.

All data includes our operation in India  
(see our Sustainable Business Report  
vodafone.com/sustainability/report2017).

Business Women Connect in Tanzania
In Sub-Saharan Africa, access to financial services can be extremely challenging 
and women often find it harder than men to access land, equipment and other 
assets that would enhance their capacity to grow their businesses and improve 
their livelihoods.

Our programme in Tanzania, Business Women Connect (‘BWC’), uses our mobile 
money services, M-Pesa and M-Pawa, to help women micro-business owners 
increase revenue and access loans via their mobile. BWC was launched in 2016 
in a partnership between TechnoServe, Vodacom, ExxonMobil Foundation, 
the World Bank and the Centre for Global Development. Since its launch, 
the programme has trained nearly 3,000 women in the use of M-Pawa while 
nearly 2,000 participants have also received business skills training.

Our goal is to help our customers reduce their 
CO2e emissions by two tonnes for every one 
tonne of emissions from our own operations 
by March 2018. We are well on track to meet 
that goal: as of the end of March 2017, we were 
helping our customers to save 1.9 tonnes 
of CO2e for every tonne of CO2e we generated 
through our own activities.

Human Rights
Communications technologies play 
an important role in underpinning 
human rights, enabling citizens to share 
information, communicate and learn. 
Some of our most salient human rights risks 
relate to the citizen’s right to privacy and 
freedom of expression. Our Digital Rights 
and Freedoms Reporting Centre (available 
on vodafone.com) sets out our policies and 
principles regarding a range of these issues.

In March 2017, Vodafone became a Board 
member of the Global Network Initiative (‘GNI’), 
a multi-stakeholder body bringing together 
communications and technology companies, 
civil society, academics and investors who 
share a commitment to privacy and freedom 
of expression. 

We are also fully mindful that other forms 
of human rights and other risks can arise 
within our own businesses and supply chain, 
including labour risks, unsafe workplace 
conditions, environmental degradation and 
bribery and corruption.

Our 2017 Sustainable Business Report 
(vodafone.com/sustainability/report2017) 
sets out our progress against our global 
transformation goals and details our approach 
to mitigating the risks referred to above. 
We have also published a Slavery and 
Human Trafficking Statement and a Conflict 
Minerals Report, in line with our statutory 
reporting requirements.
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Risk management

Identifying and  
managing our risks
We have a global framework for identifying and managing 
risk within our defined tolerance levels, in relation to both our 
operations and strategy. The framework has been designed to 
provide the Executive Committee and Board with a clear line of 
sight over risk and to enable informed decision making.

Our risk management 
framework
Our external operating environment 
is subject to constant and sometimes rapid 
change. We must be able to respond to this 
change, take appropriate levels of risk 
to protect our market position and take 
advantage of opportunities. Equally, failure 
to manage risk could have an adverse impact 
on the achievement of our strategic goals. 

To understand our risk profile and align 
it with our objectives and decision making 
processes, we operate a global framework 
that ensures we identify risk, set tolerance 
levels and consistently manage risk 
across our business. This also allows 
us to consolidate our view on risk looking 
across all local markets, functions and 
specialist areas. This line of sight gives 
management the information they need 
to make the right decisions for our business. 

Identify

 – Risks identified in each 
Vodafone local market 
and entity

 – Strategic risk reviews 
with senior leadership

 – Group principal 
risks reviewed and 
agreed by Executive 
Committee and 
the Board

Measure

 – Risk tolerance 
set by Executive 
Committee and the 
Board for all principal 
risks

 – Consolidation and 
escalation across 
the Group using 
standardised scoring 
and categorisation 

Manage

 – Controls set 
to manage the risk 
within tolerance and 
ownership defined

 – Risk action plans 
created to manage 
risks within tolerance

Monitor

 – Co-ordinated 
assurance across 
the “three lines 
of defence”1 assesses 
the effectiveness 
of the controls

Report

 – Inform Executive 
Committee and 
the Board on how 
effectively risks are 
being managed

 – Risk management 
information used 
to inform strategy, 
capex and resourcing 
decisions

Assurance

O
versight

First line of defence  Second line of defence Third line  
of defence1

Group Audit & 
Risk Committee

Note:
1 A term used to describe a systematic approach to how we manage risk and provide assurance to the Board that risks are 

managed effectively. The first line of defence typically sits with the business operations, the second line of defence has 
oversight over the first line of defence (e.g. risk management) and the third line of defence are the independent assurance 
providers (e.g. Internal Audit).

 Group Risk &  
Compliance  
Committee

Local Audit &  
Risk Committee
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Our principal risks
We undertake a two stage process to identify our principal risks. All local markets and entities 
identify their priority risks which are consolidated into a Group-wide view. We then conduct 
interviews with over 40 senior leaders to gain their insights. The results of both exercises are 
consolidated to produce our principal risks, as reported here. 

Key changes in the year
Our risk profile remains stable relative to last year, with the following key changes: 

 – The two technology risks are now considered separately, as the causes for these are 
different (now risks 5 & 7).

 – The Customer eXperience eXcellence (‘CXX’) risk now focuses on digital capability (risk 8).

 – The adverse political measures risk now includes upcoming 5G auctions (risk 3).

Assurance and oversight 
of risks
In order to provide the Executive Committee, 
Audit & Risk Committee, and Board with a clear 
view on how we mitigate our principal risks and 
whether the mitigations are effective, we apply 
a model of co-ordinated assurance. Our Risk, 
Compliance and Internal Audit communities 
work together on planning, executing and 
reporting assurance activities to ensure 
that there is adequate coverage across the 
control environment with a robust level 
of independent testing. 

Information gathered through our 
co-ordinated assurance process is provided 
to the relevant committees to help drive 
informed decision making. It also helps senior 
management to understand our overall risk 
profile, current levels of control and the culture 
of our business. 

Strengthening our framework 
We constantly strive to improve risk 
management and have made the following 
enhancements over the last 12 months:

 – A consistent reporting and oversight 
methodology has been extended across all 
local markets and entities. 

 – We have increased our engagement with 
risk owners to improve monitoring of key 
risks, actions and indicators.

 – We have invested in a global risk tool, which 
allows us to standardise the data stored 
on all risks and to share information across 
the Group.

 – We have worked to develop our risk 
community through best practice sharing, 
training and our annual Global Risk Forum. 

H
ig

h

Principal risks

Lo
w

Im
pa

ct

Low Likelihood High

8

6 5

7

10

9

3

11

24

1

Risk movement

l Risk increased l Risk stable l Risk decreased
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1 Cyber threat and information security  
External or internal attack resulting in service 
unavailability or data breach 

2 Market disruption 
Disruptive technology, changes in competitor 
business models, lack of agility

3 Adverse political and regulatory measures 
Excessive pricing of 5G licences, tax authority 
challenges, changing national politics

4 Failure to converge and integrate 
acquisitions 
Incumbent re-monopolisation, failure to 
access critical content, inability to integrate 
acquisitions

5 IT transformation failure 
IT transformation failures impacting NPS 

6 Unstable economic conditions/
inadequate liquidity 
Global financial crisis reducing consumer 
spending and ability to refinance 

7 Technology failure 
Failure of critical IT, fixed or mobile assets 
causing service disruption 

8 Failure to deliver on digital transformation 
and CXX 
Failure to create a differentiated, digital 
customer experience 

9 Non-compliance with legal and regulatory 
requirements 
Non-compliance with laws, regulations, 
network licence requirements

10 Failure to deliver major Enterprise 
contracts profitably 
Failure to meet commitments and/or deliver 
at appropriate profitability levels

11 EMF health related risks 
EMF found to pose health risks causing 
reduction in mobile usage or litigation



Risk management (continued)

What is the risk?
A successful cyber-attack or internal event could result 
in us not being able to deliver services to our customers 
and/or failing to protect their data. 

What is the impact?
Failing to protect our customer information and service 
availability could have major customer, financial, 
reputational and regulatory impact in all markets in which 
we operate.

What is our target tolerance position?
We aim for a secure digital future for our customers. 
Security underpins our commitment to protecting our 
customers with reliable connections and keeping their 
data safe. 

This corresponds to strong preventative, detective 
and responsive controls to minimise the risk 
of a successful attack.

What is the risk?
We face increased competition from a variety of new 
technology providers, new market entrants, evolving 
customer needs and competitor consolidation. 
We must be able to keep pace with new technology and 
to compete in changing markets.

What is the impact?
Our market position and revenues could be damaged 
by failing to provide the services that our customers want 
at a fair price. 

What is our target tolerance position?
We aim for a fair and competitive environment in all of our 
markets, and adopt strategies to deliver this through the 
use of innovative products, services and pricing models. 
We also work with regulators and governments to ensure 
a fair and competitive environment. 

What is the risk?
We operate under licence in most markets and face 
regular changes in regulation, law and operating 
environments. Significant adverse changes, for example 
to tax laws, spectrum pricing or an unfavourable 
regulatory landscape for multi-national companies, could 
impact our ability to do business in our preferred manner. 

What is the impact?
If the cost of operations were to significantly increase, 
directly or indirectly, this would impact our profitability 
and returns to shareholders.

What is our target tolerance position?
We seek actively to engage with governments and tax 
authorities to encourage good working relationships 
and to help shape potential impacts of legislative change 
on the Group.

We look for spectrum auctions to be fair for all 
participants both in terms of ability to access auctions 
and pricing of spectrum.

What is the risk?
We face competition in key markets from providers who 
have the ability to sell converged services on their existing 
infrastructure, with regulation that often fails to deliver 
a level playing field across fixed and content markets.

What is the impact?
If we fail to deliver converged services, either through 
not being able to access infrastructure or content 
at a reasonable price, or through ineffective integration 
of acquired fixed assets, this could lead to higher 
customer churn and/or significant downward pressure 
on prices.

What is our target tolerance position?
We seek a sustainable competitive position to protect our 
mobile market share and grow our fixed broadband and 
TV activities in markets with increasing convergence.

What is the risk?
As we undertake major IT change programmes 
in a number of markets, there is a risk that these projects 
disrupt services or do not provide the benefits that they 
should in a timely manner.

What is the impact?
A significant implementation and migration failure could 
result in a major impact on our customers, revenues, 
costs and reputation.

What is our target tolerance position?
We seek successful IT transformation initiatives as  
the vehicle for delivering a great customer experience, 
high-quality reliable systems, improving our time 
to market and enabling best-in-class digital capabilities.

Cyber threat and information security

Market disruption

Adverse political and regulatory measures

Failure to converge and integrate acquisitions

IT transformation failure

What is the risk?
As a multinational business, we operate in many 
countries and currencies so changes to global economic 
conditions can impact us. This could be because a global 
crisis results in reduced spending power for customers 
or because a relative strengthening or weakening of the 
major currencies in which we transact could impact our 
profitability and cash flow.

What is the impact?
The potential for another global financial crisis may 
lead to further economic instability and subsequent 
reductions in corporate and consumer spending 
or an impact on capital markets that could restrict 
our refinancing requirements.

What is our target tolerance position?
We take a conservative approach to financial risks which 
reflects our diverse business. 

We carefully manage our liquidity and access 
to capital markets to limit our exposure to unstable 
economic conditions.

Unstable economic conditions/inadequate liquidity
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How do we manage it?
We have a risk based security strategy that is delivered 
by a leading cyber defence team who implement 
customer-focused security controls centrally and 
in local markets, and we have embarked on a continuous 
improvement programme to mitigate the changing 
threats we face.

Key risk indicators
We monitor multiple trends including:

 – Privileged user access levels

 – Confirmed security incidents

 – Critical vulnerabilities

Changes since last report
Organisations in all sectors are targeted by an increasing 
volume and sophistication of cyber attacks. We have 
continued to: improve our cyber defences; upgrade our 
internal controls; and to educate our people, suppliers 
and customers on how to protect our customers’ 
information and communications, networks and assets.

How do we manage it?
We aim to offer a superior customer experience and 
continually improve our offering through a wide set 
of innovative products and services, including fixed and 
mobile content, IoT and voice over LTE.

We monitor the competitor landscape in all markets, 
and react appropriately; working to make sure each 
market has a fair and competitive environment.

Key risk indicators

 – Trends in competitor behaviour and new technologies

 – Level of customers actively using our new products 
and services

Changes since last report
This risk has increased due to a growing use of OTT voice 
apps, changing competitor business models and new 
entrants in some of our markets. In the case of new 
competitors, we have responded by changing our 
approach such as entering into a joint venture in India, 
to ensure that we remain in the best possible position 
to compete.

How do we manage it?
We maintain constructive but robust engagement with 
tax authorities, relevant government representatives 
and non-governmental organisations, as well as active 
engagement with a wide range of international 
companies and business organisations with similar issues. 
We plan our approach to spectrum auctions to ensure 
we achieve fair access at sustainable prices.

Key risk indicators
We monitor:

 – Public sentiment, changes to laws and regulations, 
number and value of disputes across the Group

 – Benchmarking of spectrum cost between countries 

Changes since last report
This risk has increased due to the evolution of national 
politics, which could have an impact on multinational 
companies, the potential for government spectrum 
auctions to push pricing for 5G beyond reasonable levels, 
and increasing instability in some of our markets.

How do we manage it?
We actively look for opportunities, in all markets, 
to provide services beyond mobile through organic 
investment, acquisitions, partnerships, or joint ventures. 

We carefully manage the integration of acquired 
businesses and joint ventures through the alignment 
of policies, processes and systems to ensure maximum 
benefit is delivered.

Key risk indicators
We track various metrics around:

 – Achievement of synergies

 – Next Generation Network (‘NGN’) reach

 – Available assets

 – Number of converged accounts

Changes since last report
This risk has decreased overall due to successful 
merger activities, improved access to assets and 
an increased number of converged customers. 
However, we need to continue to focus on ensuring our 
mobile and fixed customer bases are fully converged, 
and that we successfully integrate and manage our 
acquired assets.

How do we manage it?
We use a standardised programme methodology across 
all major IT transformation programmes to ensure 
a high-quality start up process and increase the certainty 
of the outcome.

We ensure careful testing of all new developments, 
particularly customer-facing solutions, prior to go-live.

Key risk indicators
We consider trends in:

 – Customer disruption

 – Unplanned spend 

 – Return on capital employed

Changes since last report
We have launched a new global approach 
to IT transformation programmes. The process was 
designed to ensure that lessons learnt from previous 
transformation projects are fed into new projects 
to encourage consistency and strengthen governance.

Cyber threat and information security

Market disruption

Adverse political and regulatory measures

Failure to converge and integrate acquisitions

IT transformation failure

Executive Committee risk owners: 
Johan Wibergh and Matthew Kirk

Risk movement: 
Stable

Risk category: 
Operational

Link to strategic  
programmes: 

Executive Committee risk owner: 
Serpil Timuray

Risk movement: 
Increased

Risk category: 
Strategic

Link to strategic  
programmes: 

Executive Committee risk owners: 
Nick Read and Matthew Kirk

Risk movement: 
Increased

Risk category: 
Financial

Link to strategic  
programmes: 

Executive Committee risk owner: 
Serpil Timuray

Risk movement: 
Decreased

Risk category: 
Strategic

Link to strategic  
programmes: 

Executive Committee risk owner: 
Johan Wibergh

Risk movement: 
Stable

Risk category: 
Operational

Link to strategic  
programmes: 

How do we manage it?
We maintain access to long and short-term capital 
markets through diversified sources of funding. 

We forecast with contingencies in our business plans 
to cater for negative operational impacts that could occur 
from a variety of drivers including the impact from lower 
economic growth than is generally expected.

Key risk indicators

 – Current credit rating

 – Average life and cost of debt

 – Currency and interest rate exposures 

 – Monitoring of economic and financial market drivers

Changes since last report
We have taken action to increase the average life of our 
bond debt and interest rate fixing, thereby respectively 
reducing our refinancing risk and interest rate risk 
to material inflationary impacts.

Unstable economic conditions/inadequate liquidity Executive Committee risk owner: 
Nick Read

Risk movement: 
Stable

Risk category: 
Financial

Link to strategic  
programmes: 
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Electro-magnetic fields related health risks

Risk management (continued)

What is the risk?
If our network or IT systems fail, voice, video or data 
transmissions may be significantly interrupted. We need 
to ensure that our critical assets are protected and our 
systems are resilient, so that the impact on our customers 
is avoided or minimised.

What is the impact?
Major incidents caused by suppliers, natural disasters 
or an extreme technology failure, although rare, 
could result in the complete loss of a key technology 
site causing severe impact on our customers, revenues 
and reputation. 

What is our target tolerance position?
Our customer promise is based on reliable availability 
of our network, therefore the recovery of critical mobile, 
fixed and IT services must be fast and robust.

What is the risk?
Failure to deliver a digital, differentiated and 
superior experience to our customers in store, 
online and by phone, could diminish our brand and 
reputation. To do this we need to be agile with strong 
digital capabilities.

What is the impact?
This risk is relevant to all our markets, in both our 
consumer and Enterprise businesses. 

Failure to deliver on our digital and customer experience 
objectives could result in lack of differentiation leading 
to increased customer churn and eventual loss 
of market share. 

What is our target tolerance position?
The Customer eXperience eXcellence (‘CXX’) programme 
is designed to ensure the customer is always at the heart 
of everything we do. 

We have a customer experience framework and facilitate 
best practice sharing and support to local markets. 

What is the risk?
Vodafone must comply with a multitude 
of local and international laws as well as more specific 
regulation. These include licence requirements, 
customer registration, data privacy, anti-money 
laundering, competition law, anti-bribery law and 
economic sanctions. 

What is the impact?
Non-compliance with legislation or regulatory 
requirements could lead to reputational damage, 
financial penalties and/or suspension of our licence 
to operate. 

What is our target tolerance position?
We seek to comply with all applicable laws and 
regulations in all of our markets.

We seek to process personal data honestly, ethically, 
with integrity, and always consistent with applicable 
laws and our values.

What is the risk?
If we do not understand the needs of our Enterprise 
customers and contract on the correct basis to account 
for the complexity of requirements, we will not be able 
to profitably deliver services. 

What is the impact?
Failure to deliver these Enterprise services profitably may 
lead to a reduction in our expected revenue and could 
impact our credibility to deliver on large, complex deals. 

What is our target tolerance position?
We pursue, win and deliver new Enterprise 
business profitably.

We deliver against the commitments made to the 
customer and will manage change throughout.

We deliver the best customer experience at every 
interaction with Vodafone.

Technology failure

Failure to deliver on digital transformation and CXX

Non-compliance with legal and regulatory requirements

Failure to deliver major Enterprise contracts profitably

What is the risk?
Electro-magnetic signals emitted by mobile devices 
and base stations may be found to pose health risks, 
with potential impacts including: changes to national 
legislation, a reduction in mobile phone usage 
or litigation.

What is the impact?
This is an unlikely risk; however, it would have a major 
impact on services used by our customers in all our 
markets – particularly in countries that have a very low 
tolerance for environmental and health related risks.

What is our target tolerance position?
Vodafone does not want to expose anyone to EMF levels 
above those mandated by regulators. 

We comply with national standards, where existing, 
and with our own EMF policy, based on international 
science guidelines. Our vision is to lead within the 
industry in responding to public concern about mobiles, 
masts and health.
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Electro-magnetic fields related health risks

How do we manage it?
Unique recovery targets are set for critical sites to limit 
the impact of service outages. A global policy supports 
these targets with minimum controls to ensure 
effective resilience.

We monitor the lifespan of critical assets and maintain 
back up where necessary.

Key risk indicators

 – Number of critical sites able to meet the 
recovery targets

 – Levels of incidents/near misses

Changes since last report
This risk is considered stable as we continue to implement 
improvements to the resilience capabilities of our critical 
mobile, fixed and IT sites.

How do we manage it?
We have central and local CXX teams in place. 
Minimum standards and implementation plans for CXX 
have been developed for each local market. We link our 
senior leaders’ remuneration to customer appreciation 
KPIs. Benchmarking is underway on digital capabilities 
in each market.

Key risk indicators

 – Measurement of NPS

 – Implementation and monitoring of minimum 
CXX standards

Changes since last report
This risk has been expanded to include a focus 
on delivering a differentiated digital experience for 
our customers. For this reason, the risk is considered 
increased, despite the continued success of our 
CXX programme.

How do we manage it?
We have subject matter experts in legal and regulatory 
teams at a local and global level, and a robust policy 
compliance framework.

We train our employees in “Doing what’s right”, 
our training and awareness programme which sets our 
ethical culture across the organisation and ensures 
employees understand their role in ensuring compliance.

Key risk indicators

 – Results of the annual compliance testing programme

 – Number of Speak Up cases in each market

 – Changes to applicable legal and 
regulatory requirements

Changes since last report
With mature compliance programmes in place, this 
risk remains stable. We actively seek to improve 
these programmes and this year will see a focus 
on ensuring compliance with the EU General Data 
Protection Regulation.

How do we manage it?
We manage the commercial and reputational risks 
through strict new product development, deal 
governance, customer solution delivery and service 
management processes. 

Key risk indicators
We track trends in:

 – NPS

 – Revenue and major contract profitability

 – Order completion rates

 – Cumulative deal risk

Changes since last report
Due to the successful implementation of a number 
of process improvements, this risk has decreased.

We have improved deal governance and now have 
stronger in-life contractual management processes. 

Technology failure

Failure to deliver on digital transformation and CXX

Non-compliance with legal and regulatory requirements

Failure to deliver major Enterprise contracts profitably

Executive Committee risk owner: 
Johan Wibergh

Risk movement: 
Stable

Risk category: 
Operational

Link to strategic  
programmes: 

Executive Committee risk owner: 
Serpil Timuray

Risk movement: 
Increased

Risk category: 
Operational

Link to strategic  
programmes: 

Executive Committee risk owners: 
Rosemary Martin and Matthew Kirk

Risk movement: 
Stable

Risk category: 
Legal and Regulatory

Link to strategic  
programmes: 

Executive Committee risk owner: 
Brian Humphries

Risk movement: 
Decreased

Risk category: 
Operational

Link to strategic  
programmes:

How do we manage it?
Our Group EMF Board manages potential risks through 
cross sector initiatives and oversees a global programme 
to respond to public concern.

We monitor scientific developments and engage with 
relevant bodies to support the delivery and transparent 
communication of the scientific research agenda set 
by the World Health Organization.

Key risk indicators
We monitor:

 – Scientific research

 – International standards and guidelines

 – Public perception

 – Compliance with EMF policies

Changes since last report
There are no material changes to the risk.

Executive Committee risk owner: 
Matthew Kirk

Risk movement: 
Stable

Risk category: 
Operational

Link to strategic  
programmes:
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Risk management (continued)

Risk management in action

Brexit implications
The Board continues to keep the possible 
implications of Brexit for Vodafone’s operations 
under review. A cross-functional team, led by two 
Executive Committee members, has identified 
ways in which Brexit might affect the Group’s 
operations. Despite the Article 50 Notice 
having been served, there remains insufficient 
information about the likely terms of the post-
Brexit arrangements between the UK and the 
EU, as well as about any possible transitional 
arrangements, to draw any conclusions about 
the probable impact. Although we are a UK 
headquartered company, a large majority of our 
customers are in other countries, accounting for 
most of our revenue and cash flow. Each of our 
national operating companies is a standalone 
business, incorporated and licensed in the 
jurisdiction in which it operates, and able to adapt 
to a wide range of local developments. As such, 
our ability to provide services to our customers 
in the countries in which we operate, inside or 
outside the EU, is very unlikely to be affected by 
Brexit. We are not a major international trading 
company, and do not use passporting for any of 
our major services or processes.

Depending on the arrangements agreed 
between the UK and the EU, two issues that 
could directly affect our operations, in both cases 
potentially causing us to incur additional cost, are:

 – creation of a data frontier between the 
UK and the EU: the inability to move data 
freely between the UK and EU countries might 
cause us to have to move some technical 
facilities, and affect future network design.

 – inability to access the talent we need to run 
a multinational Group operation from the 
UK: increased controls over or restrictions 
to our ability to employ leading talent from 
non-UK markets could cause us to have 
to adjust our operating model to ensure that 
we attract and retain the best people for the 
roles we have.

A further, indirect, issue that could affect our 
future performance would arise if the Brexit 
process caused significant revisions to macro-
economic performance in our major European 
markets including the UK, thus affecting 
the economic climate in which we operate, 
and in turn impacting the performance of the 
operating companies in those markets.

Long-Term Viability Statement
In accordance with the UK Corporate Governance Code, the Directors have assessed the 
prospects of the Group over a period significantly longer than 12 months from the approval 
of the financial statements. The Board has concluded that the most relevant time period for 
this assessment should be three years to align with the Group’s normal business forecasting 
cycle and the long-range plan to 31 March 2020, as well as taking into consideration the 
pace of ongoing change in the telecoms industry. The assessment for this three year period 
includes consideration of the forecast cash flows and obligations of Vodafone India.

The plans and projections prepared as part of this forecasting cycle include the Group’s cash 
flows, committed and required funding and other key financial ratios. They were drawn 
up on the basis that debt refinance will be available in all plausible market conditions and 
that there will be no material changes to the business structure over the review period. 
As of 31 March 2017, the Group had sources of liquidity (primarily comprised of certain cash 
and cash equivalent balances) and available facilities, of €18.8 billion, which includes undrawn 
Revolving Credit Facilities expiring in FY2020/21. 

The Risk Management Framework on page 28 outlines the approach the Board has taken 
to identifying and managing risk. In making this statement, the Board carried out a robust 
assessment of the principal risks facing the Group, detailed on pages 30 to 33, including those 
that would threaten its business model, future performance, solvency or liquidity. 

Against this background, the output of the long-range plan has been used to perform 
central debt profile and cash headroom analysis, including a review of sensitivity to “business 
as usual” risks to revenue and profit growth. In addition, severe but plausible scenarios in the 
event of each of the principal risks materialising individually and where multiple risks occur 
in parallel, were also tested. This combined scenario included the impact of failing to execute 
key elements of our strategy and respond to market disruption resulting in a significant loss 
of market share to converged and OTT players. This was considered together with a major 
cyber-attack and a subsequent General Data Protection Regulation fine, as well as the 
macro political uncertainty resulting in restricted access to capital markets and devaluation 
of emerging market currencies.

To assess viability, the headroom position under these scenarios has been calculated using 
the cash and facilities available to the Group. The assessment took into account the availability 
and likely effectiveness of the mitigating actions that could be taken to reduce the impact 
of the identified underlying risks. The headroom remained positive in all scenarios tested.

Having considered the principal risks that the Group may face, the Directors consider that this 
stress-testing based assessment of the Group’s prospects is reasonable in the circumstances, 
taking into account the inherent uncertainty involved. Although this review has considered 
severe but plausible scenarios relevant to the Group, any such review cannot consider all 
risks which may occur, therefore an overall view of the total level of risk required to impede 
our viability was also considered. The cash and available facilities at year end, along with the 
mitigating actions available to reduce cash outgoings, provides a sufficient level of headroom.

Based on the results of their analysis, the Directors confirm that they have a reasonable 
expectation that the Group will be able to continue in operation and meet its liabilities as they 
fall due over the three year period ending 31 March 2020.
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Operating results

Our financial performance
This section presents our operating performance, providing commentary 
on how the revenue and the adjusted EBITDA performance of the Group 
and its operating segments have developed over the last year. Amounts 
presented for the 2016 financial year have been restated into euros 
following the change in the Group’s presentation currency and include 
the results of Vodafone India as discontinued operations following the 
agreement to combine it with Idea Cellular.

Group1,2

Europe
€m

AMAP
€m

Other3

€m
Eliminations

€m
2017

€m
2016

€m

% change

Reported Organic*

Revenue 34,550 11,773 1,390 (82) 47,631 49,810 (4.4) 1.2 
Service revenue 31,975 9,956 1,138 (82) 42,987 44,618 (3.7) 1.9 
Other revenue 2,575 1,817 252 – 4,644 5,192   

Adjusted EBITDA 10,283 3,854 12 – 14,149 14,155 – 5.8 
Depreciation and amortisation (8,344) (1,829) (6) – (10,179) (10,386)
Adjusted EBIT 1,939 2,025 6 – 3,970 3,769 5.3 7.0
Share of result in associates and joint ventures (49) 213 – – 164 60
Adjusted operating profit 1,890 2,238 6 – 4,134 3,829 8.0 11.8 
Adjustments for:

Impairment loss – (569)
Restructuring costs (415) (316)
Amortisation of acquired customer bases and brand intangible assets (1,046) (1,338)
Other income/(expense)4 1,052 (286)

Operating profit 3,725 1,320 
Non-operating income and expense (1) (3)
Net financing costs (932) (1,507)
Income tax expense (4,764) (4,937)
Loss for the financial year from continuing operations (1,972) (5,127)
(Loss)/profit for the financial year from discontinued operations (4,107) 5 
Loss for the financial year (6,079) (5,122)

Notes:
1 With effect from 1 April 2016, the Group’s presentation currency was changed from pounds sterling to the euro to better align with the geographic split of the Group’s operations. The results 

for the year ended 31 March 2016 have been restated into euros and include the results of Vodafone India as discontinued operations following the agreement to combine it with Idea Cellular. 
Group revenue and service revenue includes the results of Europe, AMAP, Other (which includes the results of partner markets) and eliminations. 2017 results reflect average foreign exchange 
rates of €1:£0.84, €1:INR 73.58, €1:ZAR 15.43, €1:TRY 3.51 and €1: EGP 13.60.

2 Service revenue, adjusted EBIT, adjusted EBITDA and adjusted operating profit are alternative performance measures which are non-GAAP measures that are presented to provide readers 
with additional financial information that is regularly reviewed by management and should not be viewed in isolation or as an alternative to the equivalent GAAP measure. See “Alternative 
performance measures” on page 205 for reconciliations to the closest respective equivalent GAAP measure and “Definition of terms” on page 218 for further details.

3 The “Other” segment primarily represents the results of shareholder recharges received from Vodafone Netherlands, VodafoneZiggo and Vodafone India, partner markets and the net result 
of unallocated central Group costs.

4 Includes a €1.3 billion gain (2016: €nil) on the formation of the VodafoneZiggo joint venture in the Netherlands.

Revenue
Group revenue decreased 4.4% to €47.6 billion and service revenue 
decreased by 3.7% to €43.0 billion.

In Europe, organic service revenue increased 0.6%* and in AMAP, 
organic service revenue increased by 7.7%*. Further details on the 
performance of these regions is set out below.

Adjusted EBITDA
Group adjusted EBITDA remained stable at €14.1 billion, with organic 
growth in Europe and AMAP more than offset by foreign exchange 
movements and M&A and other activity. The Group’s adjusted EBITDA 
margin improved by 1.3 percentage points to 29.7%. On an organic 
basis, adjusted EBITDA rose 5.8%* and the Group’s adjusted EBITDA 
margin increased by 1.2* percentage points driven by organic margin 
improvements in both Europe and AMAP.

Adjusted EBIT
Adjusted EBIT increased by 5.3% to €4.0 billion as adjusted EBITDA 
growth outpaced the increase in depreciation and amortisation. 
On an organic basis adjusted EBIT increased by 7.0%* for the year.
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Operating results (continued)

Operating profit
Adjusted operating profit excludes certain income and expenses that 
we have identified separately to allow their effect on the results of the 
Group to be assessed (see page 205). The items that are included 
in operating profit but are excluded from adjusted operating profit 
are discussed below.

No impairment losses were recognised in the current year in respect 
of the Group’s continuing operations (2016: €569 million in Romania). 
Further detail is provided in note 4 to the Group’s consolidated 
financial statements. 

Restructuring costs of €415 million (2016: €316 million) primarily reflect 
discrete cost efficiency actions taken during the year in Germany and 
the UK.

Amortisation of intangible assets in relation to customer bases and 
brands are recognised under accounting rules after we acquire 
businesses and decreased to €1,046 million (2016: €1,338 million) 
due to the acquisitions of KDG, Vodafone Italy and Ono.

Including the above items, operating profit increased by €2.4 billion 
to €3.7 billion, due to a €1.3 billion gain on the formation of the 
VodafoneZiggo joint venture in the Netherlands which for accounting 
purposes was characterised as a part disposal of the Group’s interest 
in Vodafone Netherlands, €0.5 billion lower depreciation and 
amortisation charges, partially as a result of the treatment of our 
Netherlands operation as an asset held for sale during the year and 
the €0.6 billion impairment charge recognised in the year ended 
31 March 2016.

Net financing costs

 
2017

€m 

Restated
2016

€m 

Investment income 474 539 
Financing costs (1,406) (2,046)
Net financing costs (932) (1,507)
Analysed as:
Net financing costs before settlement of 
outstanding tax issues (979) (630)
Interest expense relating to settlement of 
outstanding tax issues (47) (19)

(1,026) (649)
Mark-to-market gains/(losses) 66 (285)
Foreign exchange1 28 (573)
Net financing costs (932) (1,507)

Note:
1 Comprises foreign exchange rate differences reflected in the income statement in relation 

to certain sterling balances in 2017 and primarily in relation to certain euro intercompany 
balances in 2016. 

Net financing costs decreased by 38% primarily driven by a reduction 
in mark-to-market losses and lower foreign exchange rate differences 
due to the Group’s reduced exposed to foreign exchange movements 
on certain euro intercompany balances subsequent to its functional 
currency change in the year ended 31 March 2017. 

Net financing costs before settlement of outstanding tax issues 
increased as the Group’s average gross debt was higher during the 
year resulting in higher financing costs.
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Taxation

 
2017

€m

Restated
2016

€m

Income tax expense (4,764) (4,937)
Tax on adjustments to derive adjusted profit 
before tax (320) (586)
Deferred tax following revaluation of 
investments in Luxembourg 1,275 4,228 
Deferred tax on use of Luxembourg losses in 
the year 369 541 
Reduction in deferred tax following rate 
change in Luxembourg 2,651 – 
Adjusted income tax expense for 
calculating adjusted tax rate (789) (754)

Profit/(loss) before tax 2,792 (190)
Adjustments to derive adjusted  
profit before tax (see earnings per share) 480 3,086 
Adjusted profit before tax 3,272 2,896 
Share of associates’ and joint ventures’ tax 
and non-controlling interest (164) (60)
Adjusted profit before tax for calculating 
adjusted effective tax rate 3,108 2,836 

Adjusted effective tax rate1 25.4% 26.6% 

Note:
1 The Group has changed the basis of calculation of the adjusted effective tax rate to focus 

on the Group’s controlled businesses, more closely aligning the adjusted effective rate to the 
cash taxes reported by the Group.

The Group’s adjusted effective tax rate for its controlled businesses for 
the year ended 31 March 2017 was 25.4% compared to 26.6% for the 
last financial year. The lower rate in the current year is primarily due 
to a change in the mix of the Group’s profits. We expect the adjusted 
effective tax rate to remain in the mid-twenties over the medium term.

The Group’s adjusted effective tax rate for both years does not include 
the following items: a reduction in our Luxembourg deferred tax assets 
of €2,651 million following a reduction in the Luxembourg corporate 
tax rate to 26.0%; deferred tax on the use of Luxembourg losses 
of €369 million (2016: €541 million); and a decrease in the deferred tax 
asset of €1,275 million (2016: €4,228 million) arising from a revaluation 
of investments based upon the local GAAP financial statements and tax 
returns, partially offset by a reduction in the deferred tax asset as a result 
of lower interest rates. These items change the total losses we have 
available for future use against our profits in Luxembourg and do not 
affect the amount of tax we pay in other countries.

Earnings per share
Adjusted earnings per share, which excludes the results of Vodafone 
India which are now included in discontinued operations, was 8.04 
eurocents, an increase of 17.0% year-on-year, as higher adjusted 
operating profit and lower net financing costs more than offset the 
increase in the number of shares following the issuance of mandatory 
convertible bonds in February 2016 which are classified as equity after 
taking into account the cost of future coupon payments.

Basic loss per share was 22.51 eurocents (2016: loss per share 
of 20.25 eurocents) as the €1.3 billion gain on the formation 
of the VodafoneZiggo joint venture in the Netherlands was offset 
by impairment charges of €3.7 billion, net of tax, recognised during 
the year in discontinued operations and the changes in deferred tax 
on losses, as described above, both of which have been excluded from 
adjusted earnings per share.

 
2017

€m

Restated
2016

€m

Loss attributable to owners  
of the parent (6,297) (5,405)
Adjustments: 

Impairment loss – 569 
Amortisation of acquired customer base 
and brand intangible assets 1,046 1,338 
Restructuring costs 415 316 
Other income and expense (1,052) 286 
Non-operating income and expense 1 3 
Investment income and financing costs 70 574 

 480 3,086 
Taxation 3,975 4,183 
India1 4,107 (5)
Non-controlling interests (16) (25)
Adjusted profit attributable to owners 
of the parent 2,249 1,834 

 Millions Millions

Weighted average number of shares 
outstanding – basic 27,971 26,692

 eurocents eurocents

Earnings per share:
Basic loss per share (22.51)c (20.25)c
Adjusted earnings per share from 
continuing operations 8.04c 6.87c

Note:
1 India is classified as discontinued operations and includes the operating results, financing 

and tax charges of Vodafone India, as well as impairment charges of €3,675 million, net of tax, 
recognised during the year. 
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Europe

Germany
€m

Italy
€m

UK
€m

Spain
€m

Other Europe
€m

Eliminations
€m

Europe
€m

Restated
2016

€m

% change

Reported Organic*

Year ended 31 March 2017
Revenue 10,600 6,101 6,925 4,973 6,128 (177) 34,550 36,462 (5.2) (0.4)

Service revenue 10,006 5,247 6,632 4,507 5,756 (173) 31,975 33,381 (4.2) 0.6 
Other revenue 594 854 293 466 372 (4) 2,575 3,081 

Adjusted EBITDA 3,617 2,229 1,212 1,360 1,865 – 10,283 10,485 (1.9) 3.1 
Adjusted operating profit 568 948 (542) 180 736 – 1,890 1,927 (1.9) (5.0)
Adjusted EBITDA margin 34.1% 36.5% 17.5% 27.3% 30.4% 29.8% 28.8%

Revenue decreased by 5.2%. Foreign exchange movements contributed 
a 2.8 percentage point negative impact and M&A and other activity 
contributed a 2.0 percentage point negative impact. On an organic 
basis, service revenue increased by 0.6%*, reflecting customer growth 
in mobile and fixed line (‘fixed’) and stabilising contract ARPU across 
all our major markets, more than offsetting the regulatory headwinds. 
Ex-regulation, service revenue growth was 1.6%*.

Adjusted EBITDA decreased 1.9%, including a 2.9 percentage point 
negative impact from M&A and other activity and a 2.1 percentage point 
negative impact from foreign exchange movements. On an organic 
basis, adjusted EBITDA increased 3.1%*, driven by tight cost control 
through our “Fit for Growth” programme.

Reported 
change 

%

Other 
activity 

(including 
M&A)

pps

Foreign 
exchange 

pps

Organic*
change 

%

Revenue – Europe (5.2) 2.0 2.8 (0.4)

Service revenue
Germany 1.9 – – 1.9 
Italy 2.3 – – 2.3 
UK (17.0) 1.4 12.3 (3.3)
Spain 0.9 – – 0.9 
Other Europe (6.1) 8.4 (0.1) 2.2 
Europe (4.2) 1.8 3.0 0.6 

Adjusted EBITDA
Germany 4.5 – – 4.5 
Italy 10.6 – – 10.6 
UK (31.0) 5.1 10.1 (15.8)
Spain 8.8 – – 8.8 
Other Europe (6.8) 10.1 (0.1) 3.2 
Europe (1.9) 2.9 2.1 3.1 

Europe adjusted 
operating profit (1.9) (2.4) (0.7) (5.0)

Germany
Service revenue grew 1.9%* for the year (Q3: 1.8%*, Q4: 1.2%*) driven 
by customer growth in both mobile and fixed and stabilising mobile 
contract ARPU, which more than offset regulatory drags. The slowdown 
in the final quarter reflected the full impact of the mobile and fixed 
termination cuts, (a 1.3 percentage point year-on-year headwind), 
as well as the lapping of an accounting reclassification in fixed in the 
prior financial year. 

Mobile service revenue grew 0.1%* (Q3: flat*, Q4: -0.4%*) 
as a higher customer base was offset by regulatory headwinds. 
Excluding regulation (including the MTR cut from 1 December and 
the decline in roaming revenues), mobile service revenue grew 1.6%* 
(Q3: 1.1%*, Q4: 1.8%*). Aided by “more-for-more” propositions and 
successful “Giga moves” campaigns, consumer mobile contract ARPU 
returned to growth in Q4, while contract net additions accelerated in the 
second half (Q4: 123,000 Q3: 61,000) supported by a reduction in churn 
and higher activity in direct channels. The Enterprise mobile market 
remained competitive, however ARPU declines moderated throughout 
the year. Our 4G customer base surpassed 10 million by the period end, 
as we reached 90% 4G population coverage.

Fixed service revenues increased 4.8%* (Q3: 4.8%*, Q4 3.7%*) driven 
by strong broadband customer growth, with 433,000 net customer 
additions (Q4: 123,000), of which 320,000 were on cable and the 
remainder on DSL. Our “GigaKombi” convergence offer, launched in the 
summer last year, continues to gain traction, reaching 357,000 accounts 
by year end. We also launched our “GigaTV” advanced digital TV service 
in February 2017, and our TV customer base reached 7.7 million at the 
end of the period. Following upgrades to our superior coax-fibre cable 
network during the year, we now offer 400 Mbps speeds to almost 
6 million households (out of our total NGN footprint of 12.6 million). 

Adjusted EBITDA grew 4.5%* with the adjusted EBITDA margin 
improving by 1.5 percentage points to 34.1%. Margin expansion 
was driven by revenue growth, our focus on more profitable 
direct channels and a reduction of underlying operating costs. 
This was supported by exceeding our full year cost and capex target 
synergies of €300 million from the integration of Kabel Deutschland. 
Adjusted EBITDA growth accelerated to 6.0%* in H2, as commercial 
costs stabilised following an increase in H1. 

Italy
Service revenue grew 2.3%* for the year (Q3: 3.0%*, Q4: 2.8%*) 
supported by mobile and fixed ARPU growth and an acceleration 
in consumer fixed performance.

Mobile service revenue grew 1.5%* (Q3: 1.4%*, Q4: 1.4%*) driven 
by ARPU growth in prepaid following changes to our tariff plans and 
improved data monetisation through targeted “more-for-more” 
offers. In Q4, the prepaid pricing environment became increasingly 
competitive, particularly in the below-the-line channels, however 
customer losses moderated somewhat compared to Q3. As at 31 March 
2017 we had reached over 97% population coverage on our 4G network 
and had 9.0 million 4G customers, adding 2.5 million customers within 
the year. 
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Fixed service revenue was up 6.8%* (Q3: 11.9%*, Q4: 10.2%*) driven 
by strong customer growth and ARPU improvement across all 
segments during the second half of the financial year. We added 
224,000 broadband customers (Q3: 70,000, Q4: 75,000) during the 
year, and in total we now have 2.2 million broadband customers 
of which 0.7 million are on fibre. We also launched our advanced 
digital “Vodafone TV” proposition in March 2017, which is gaining 
good early traction. 

Adjusted EBITDA grew significantly faster than revenues at 10.6%*, 
with a 3.0 percentage point improvement in adjusted EBITDA margin 
to 36.5%. This was driven by a strong revenue performance and tight 
cost control, with absolute declines in both customer and operating 
costs during the year.

UK
Our UK operational performance was disrupted during the year 
by mistakes made during the implementation of a new billing system 
in the final calendar quarter of 2015. We have now resolved these 
challenges, with billing accuracy improving to 99.9% and customer 
service levels now above those achieved prior to the implementation 
of the new system. In the fourth quarter we delivered our best ever 
network performance, which is reflected in our ranking as the best voice 
provider and the co-leader for data in the latest independent P3 test.

Our financial performance lagged behind this operational recovery. 
Service revenue declined 3.3%* (Q3: -3.2%*, Q4: -4.8%*) reflecting the 
impact of operational challenges, increased competition in Enterprise 
and lower roaming revenues. The slowdown in the final quarter 
mainly reflected a strong prior year comparator in carrier services 
and Enterprise. 

Mobile service revenue declined 3.3%* (Q3: -3.9%*, Q4: -3.9%*) 
as a result of higher churn, an increase in the SIM only mix driving 
lower ARPU, increased competition in Enterprise and lower 
roaming and MVNO revenues. Improved operational performance 
contributed to lower contract churn rates and growth in branded 
contract customers during the final quarter. We have 9.5 million 4G 
customers at the end of the period, with 4G coverage at 96% (Ofcom 
definition: 98%). 

Fixed service revenue declined 3.4%* (Q3: -0.9%*, Q4: -7.5%*). 
Excluding carrier service revenue, fixed service revenue declined 2.5%* 
in Q4, reflecting a strong comparator together with the ongoing effect 
of two large contract losses during the year as we balanced our growth 
objectives with a focus on customer profitability. We continued to gain 
good momentum in consumer broadband with 216,000 customers 
by the end of the period (Q4: 33,000 net additions), of which 163,000 
are consumer customers. 

Adjusted EBITDA declined 15.8%* excluding the benefit of one-off 
settlements with other network operators in the prior year, with 
a 3.3 percentage point decline in adjusted EBITDA margin. The decline 
was driven by lower revenues, increased costs as a result of sterling 
weakness post Brexit, regulatory headwinds and reallocation of costs 
across Vodafone Group. These headwinds were partially offset 
by a reduction in underlying operating costs. Excluding the reallocation 
of central costs, sterling weakness and one-off settlements, adjusted 
EBITDA declined at a high-single digit rate both for the year and in H2.

Spain
Service revenue grew 0.9%* (Q3: 0.8%*, Q4: 1.3%*). Excluding the 
impact of handset financing, service revenue grew by 4.0%* in the year 
(Q3: 4.1%*, Q4: 3.8%*). This performance improvement was driven by our 
strong commercial momentum in mobile and fixed, supported by our 
“more-for-more” propositions at the start of the year. 

We maintained our leadership in both consumer and enterprise NPS, 
widening the gap versus our competitors during the year. Vodafone One, 
our fully integrated fixed, mobile and TV service, reached 2.4 million 
customers at the end of the period, up from 1.5 million a year ago. 
Our commercial momentum has remained strong throughout the year 
with 337,000 mobile contract net additions (Q3: 97,000, Q4: 96,000) 
and 209,000 fixed broadband net additions (Q3: 93,000, Q4: 75,000). 
Our fixed performance accelerated in the second half of the year 
as we focused on cross selling services to our mobile base. Our TV base 
reached 1.3 million (246,000 net additions during the year), reflecting 
the improvement in our content packages. 

Our market-leading 4G coverage reached 93% at the end of the period 
and we now have 7.6 million 4G customers. In March 2017, we reached 
a commercial wholesale agreement with Telefónica to access its fibre 
network in both regulated and deregulated areas, which expands our 
NGN footprint to 18.7 million homes passed (almost 65% population 
coverage), of which 10.2 million are on our own network. 

Adjusted EBITDA grew 8.8%*, and adjusted EBITDA margin improved 
by 2.1 percentage points to 27.3%. This improvement was driven 
by service revenue growth, lower mobile handset subsidies and 
a lower operating cost base; these more than offset sharply higher 
content costs.

Other Europe
Service revenue grew by 2.2%* (Q3: 1.8%*, Q4: 1.3%*), with all of the 
larger markets growing in Q4 (excluding the MTR impact in Ireland). 
Adjusted EBITDA grew 3.2%* and adjusted EBITDA margin improved 
by 0.1 percentage points, reflecting good cost control. 

In Ireland, service revenue was flat* for the year but grew 2.0% excluding 
MTRs (Q4: -1.2%*, 2.3% ex. MTRs) supported by ongoing fixed customer 
growth. Portugal service revenue grew 1.7%* (Q4: 2.2%*), with strong 
fixed customer growth as our FTTH roll-out reached 2.7 million homes, 
which was partially offset by mobile service revenue declines (which 
moderated throughout the year). In Greece, service revenue grew 0.5%* 
(Q4: 0.2%*) driven by growth in consumer fixed service revenue.

VodafoneZiggo
The joint venture between Vodafone Netherlands and Ziggo 
(VodafoneZiggo, in which Vodafone owns a 50% stake) was formed 
on 31 December 2016. Note that VodafoneZiggo’s quarterly reports for 
credit investors are published on a US GAAP basis, whereas Vodafone 
Group reports the results of the joint venture on an IFRS basis.

VodafoneZiggo experienced a decline in local currency revenue of 2% 
in Q4. The decline in local currency mobile service revenue (Q4: -7%) 
reflected increasing competition, particularly in the SoHo segment. 
Cable subscription revenues stabilised in Q4, as increased ARPU offset 
a decline in the customer base, and in the B2B segment (mid and large-
sized enterprises) revenues grew 1%, supported by mobile growth. 

Excluding the impact of the divestment of Vodafone “Thuis”, we added 
16,000 postpaid mobile customers in the quarter, supported by our 
successful promotional campaign. We also added 11,000 broadband 
RGU additions in the quarter, with significantly fewer video subscriber 
losses (an outflow of 18,500 RGUs) compared to the prior year. 

Adjusted EBITDA in local currency declined by 6% in Q4, as lower 
revenues and higher mobile acquisition and content costs were only 
partially offset by underlying cost reductions. During the quarter, 
Vodafone received €76 million in dividends from the joint venture 
and €14 million in interest payments on the shareholder loan.
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Africa, Middle East and Asia-Pacific

Vodacom
€m

Other AMAP
€m

Eliminations
€m

AMAP
€m

Restated
2016

€m

% change

Reported Organic*

Year ended 31 March 2017
Revenue 5,294 6,479 – 11,773 11,891 (1.0) 7.4 

Service revenue 4,447 5,509 – 9,956 10,043 (0.9) 7.7 
Other revenue 847 970 – 1,817 1,848

Adjusted EBITDA 2,063 1,791 – 3,854 3,706 4.0 13.2 
Adjusted operating profit 1,381 857 – 2,238 1,941 15.3 25.2 
Adjusted EBITDA margin 39.0% 27.6% 32.7% 31.2%

Revenue decreased 1.0%, with strong organic growth offset by an 8.6 
percentage point adverse impact from foreign exchange movements, 
particularly with regards to the South African rand, Turkish lira and 
Egyptian pound. On an organic basis service revenue was up 7.7%* 
driven by strong commercial momentum in South Africa, Turkey 
and Egypt.

Adjusted EBITDA increased 4.0%, including a 9.2 percentage point 
adverse impact from foreign exchange movements. On an organic 
basis, adjusted EBITDA grew 13.2%*, driven by service revenue growth 
and a continued focus on cost control and efficiencies to offset 
inflationary pressures.

Reported 
change 

%

Other 
activity 

(including 
M&A)

pps

Foreign 
exchange 

pps

Organic*
change 

%

Revenue – AMAP (1.0) (0.2) 8.6 7.4 

Service revenue
Vodacom 0.6 – 3.5 4.1 
Other AMAP (2.0) – 12.8 10.8 
AMAP (0.9) – 8.6 7.7 

Adjusted EBITDA
Vodacom 1.7 – 3.2 4.9 
Other AMAP 6.7 – 18.0 24.7 
AMAP 4.0 – 9.2 13.2 

AMAP adjusted 
operating profit 15.3 – 9.9 25.2 

Vodacom
Vodacom Group service revenue increased 4.1%* (Q3: 4.0%*, Q4: 3.8%*), 
supported by strong customer additions, data usage and enterprise 
growth in South Africa. Vodacom’s International operations were 
impacted by a change in customer registration requirements in the prior 
year, which slowed customer growth during the period. 

In South Africa service revenue grew 5.6%* (Q3: 5.6%*, Q4: 5.6%*), with 
continued strong customer growth in both the prepaid and contract 
base supported by our effective segmentation strategy. We added 
3.2 million prepaid mobile customers (Q4: 1.2 million) in the year and 
contract churn remained at historically low levels. Data revenue growth 
remained strong at 20% for the year, supported by growth in active data 
customers (19.5 million), data bundle sales (almost 500 million sold 
during the year, up 45%), and higher usage. Voice revenue fell by 3.7%*, 
with the pace of decline slowing in the final quarter due to the success 
of our personalised voice bundle strategy on our “Just 4 You” platform. 
Our market-leading network has now reached 76% 4G coverage 
(up from 58% in the prior year), and we have 6.0 million 4G customers. 

Vodacom’s international operations outside South Africa, which now 
represent 22.5% of Vodacom Group service revenue, grew 2.3%* 
(Q3: 1.9%*, Q4: 0.5%*) supported by commercial actions such as the 
introduction of “Just 4 You” personalised offers across all markets. 
Commercial momentum stabilised towards the end of the year 
as we began to lap the changes in customer registration requirements 
in Tanzania, the DRC and Mozambique, while political and economic 
disruptions adversely impacted the DRC’s performance. M-Pesa 
customers totalled 10 million in Q4 (up from 6.8 million the prior year). 

Vodacom Group adjusted EBITDA grew 4.9%*, with a 0.9 percentage 
point adjusted EBITDA margin improvement to 39.0%. In South Africa, 
margin improvement was supported by a subsidy shift towards data 
enabled devices, improved channel efficiencies, rationalisation of offices 
and network cost savings. International margins declined modestly 
as revenue growth was lower than underlying cost inflation.

Other AMAP
Service revenue grew by 10.8%* (Q3: 10.5%*, Q4: 9.8%*), with strong 
local currency growth in Turkey, Egypt and Ghana. 

Service revenue in Turkey was up 16.0%* (Q3: 15.0%*, Q4: 13.9%*), 
supported by good growth in consumer contract, strong fixed customer 
momentum and a robust performance in Enterprise. Adjusted EBITDA 
grew 29.9%*, with an adjusted EBITDA margin improvement of 2.5 
percentage points to 21.2% driven by lower commercial spend and 
improved operating cost control. 

Egypt service revenue grew by 15.6%* (Q3: 19.6%*, Q4: 22.8%*) as rising 
data penetration drove higher ARPU. Adjusted EBITDA grew 22.7%*, 
with a 2.6 percentage point adjusted EBITDA margin improvement 
to 44.4% as revenue growth and cost discipline more than offset high 
inflationary pressures. 
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In New Zealand, service revenue was up 0.8%* (Q3: flat*, Q4: 0.3%*) 
with strong fixed performance and mobile customer growth across 
both consumer and Enterprise. In February 2017, the New Zealand 
Commerce Commission (‘NZCC’) did not approve the proposed merger 
with Sky Network Television. We are reviewing the reasoning of the 
NZCC and have reserved the right to appeal the decision. 

Associates and joint ventures
Safaricom, Vodafone’s 40% associate, which is the number one mobile 
operator in Kenya, achieved local currency service revenue growth 
of 14.8% for the year and local currency adjusted EBITDA growth 
of 24.6% (20.6% excluding a current year benefit), driven by data 
and M-Pesa. 40 out of 47 targeted regions (counties) now have 4G 
coverage. During the year the Group received €214 million in dividends 
from Safaricom.

Vodafone Hutchison Australia (‘VHA’), in which Vodafone owns a 50% 
stake, continued to perform solidly in a competitive environment. 
VHA continued to grow service revenue (excluding MTRs), driven 
by growth in our contract customer base and ARPU. Local currency 
adjusted EBITDA grew 19.0%, driven by an increase in underlying 
revenue and strong commercial cost discipline.

Indus Towers, the Indian towers company in which Vodafone has 
a 42% interest, will be excluded from the perimeter of the Idea merger. 
Indus achieved local currency revenue growth of 6.2% and adjusted 
EBITDA growth of 0.3% for the year. Indus owned 122,730 towers 
as at 31 March 2017, with a tenancy ratio of 2.35x. Our share of Indus’ 
adjusted EBITDA for the year was €410 million and its contribution 
to Vodafone Group adjusted operating profit was €98 million. During the 
year the Group received €126 million in dividends from Indus Towers.

India1

On 20 March 2017, Vodafone announced an agreement to combine 
its subsidiary, Vodafone India (excluding its 42% stake in Indus Towers), 
with Idea Cellular. The transaction is subject to regulatory approvals 
and is expected to close during calendar 2018. The combined company 
will be jointly controlled by Vodafone and the Aditya Birla Group. 
Vodafone India has been classified as discontinued operations for Group 
reporting purposes. From an operational perspective, the Group remains 
highly focused on the management of the business and committed 
to its success, both prior to the completion of the merger and thereafter. 
The results of Vodafone India are detailed below.

2017
€m

2016
€m

% change

Reported Organic*

Revenue 5,853 6,161 (5.0)
Service revenue 5,834 6,135 (4.9) (0.7)
Other revenue 19 26

Direct costs (1,583) (1,835)
Customer costs (313) (287)
Operating expenses (2,361) (2,224)
Adjusted EBITDA 1,596 1,815 (12.1) (10.5)
Depreciation and amortisation (1,116) (1,276)
Adjusted operating profit 480 539 (10.9)
Adjustments for:

Impairment loss2 (4,515) –
Other (136) (116)

Operating (loss)/profit) (4,171) 423
Adjusted EBITDA margin 27.3% 29.5%

Notes:
1 The results of Vodafone India are classified as discontinued operations in accordance 

with IFRS.
2 Year ended 31 March 2017 includes a gross impairment charge of €4.5 billion (2016: €nil) 

recorded in respect of the Group’s investment in India, which together with the recognition 
of an associated €0.8 billion deferred tax asset, led to an overall €3.7 billion reduction in the 
carrying value of Vodafone India.

With effect from 1 April 2016, the Group changed the reporting 
of certain dealer commissions in India. Annual and quarterly organic 
growth rates for the year ended 31 March 2017 of Vodafone India 
have been amended to exclude the impact of this change, which had 
no effect on earnings or cash flows. 

Service revenue declined 0.7%* (Q3: -1.9%*, Q4: -11.5%*) as a result 
of heightened competitive pressure following free services offered 
by the new entrant during the second half of the year. The slowdown 
in Q4, as expected, was due to the ongoing impact of free services, 
which dragged on data and voice pricing, compounded by the leap year 
benefit in the prior period. However, we grew our overall customer base 
during the year and retained our high value customers. 

Data browsing revenue declined by 16%* in Q4 compared to +0.6%* 
in Q3. Our active data customer base returned to growth in the 
quarter, increasing to 66.9 million (Q3: 65.0 million), mainly reflecting 
a 2.7 million increase in our 3G/4G customer base to 37.7 million (adding 
10 million customers in the year). Unit prices declined 38% year-on-year 
(Q3: -11%), although this helped to stimulate 40% growth in monthly 
data usage per 3G/4G customer to 636 MB (Q3: 505 MB). 

Voice revenue declined 13%* in Q4 (Q3: -3.0%*) as the benefit of higher 
incoming volumes and a larger customer base was offset by a 22% 
year-on-year decline in voice prices as the market moved to unlimited 
voice propositions. Total mobile customers increased 4.4 million in the 
quarter, giving a closing customer base of 209 million. 

Following the Indian spectrum auction in October, we now offer 4G 
services in 18 circles, up from 9 circles prior to the auction. These circles 
cover around 92% of service revenues and 96% of our data revenues.

Adjusted EBITDA declined 10.5%*, with a 2.2 percentage point 
deterioration in adjusted EBITDA margin to 27.3%. This reflected lower 
revenues in the second half of the year and higher costs as a result of 4G 
network expansion, partially offset by lower intra circle roaming fees and 
an underlying reduction in operating costs. 

In the first half of the 2017 financial year, the Group recorded a non-
cash impairment of €6.4 billion (€5.0 billion net of tax), relating to our 
Indian business. This was driven by lower projected cash flows within 
our business plan as a result of increased competition in the market. 
Impairment testing at 31 March 2017, following the announcement 
of the merger of Vodafone India with Idea Cellular, gave rise to a partial 
reversal of that impairment. As a result, the impairment charge for the 
year reduced to €4.5 billion (€3.7 billion net of tax).
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Notes:
References to “Q4” are to the quarter ended 31 March 2017 unless otherwise stated. 
References to “Q3” are to the quarter ended 31 December 2016 unless otherwise stated. 
References to the “second half of the year” or “H2” are to the six months ended 31 March 2017 
unless otherwise stated. References to the “year” or “financial year” are to the financial year 
ended 31 March 2017 and references to the “prior financial year” are to the financial year ended 
31 March 2016 unless otherwise stated.
All amounts in the Operating Results section marked with an “*” represent organic growth 
which presents performance on a comparable basis, both in terms of merger and acquisition 
activity and movements in foreign exchange rates. Organic growth, adjusted EBITDA, adjusted 
operating profit, adjusted EBITDA margin and adjusted profit attributable to owners of the parent 
are alternative performance measures. Alternative performance measures are non-GAAP 
measures that are presented to provide readers with additional financial information that 
is regularly reviewed by management and should not be viewed in isolation or as an alternative 
to the equivalent GAAP measure. See “Alternative performance measures” on page 205 for 
further details and reconciliations to the respective closest equivalent GAAP measure.



Consolidated statement of financial position 
The consolidated statement of financial position is set out on page 100. 
Details on the major movements of both our assets and liabilities in the 
year are set out below:

Assets
Goodwill and other intangible assets 
Goodwill and other intangible assets decreased by €12.4 billion 
to €46.2 billion. The decrease primarily arose as a result of €9.8 billion 
of assets relating to India which were transferred to assets held for 
sale (see below). Other movements comprise €2.6 billion of additions, 
including €0.4 billion for spectrum additions, primarily in Egypt, 
plus €2.2 billion of software additions which were partly offset 
by €4.8 billion of amortisation and €0.4 billion of unfavourable foreign 
exchange movements.

Property, plant and equipment
Property, plant and equipment decreased by €5.3 billion to €30.2 billion, 
principally due to €5.4 billion of additions driven by continued 
investment in the Group’s networks, offset by unfavourable foreign 
exchange movements of €0.7 billion, €6.3 billion of depreciation charges 
and €3.7 billion transferred to assets held for sale (see below).

Other non-current assets  
Other non-current assets decreased by €3.9 billion to €35.5 billion, 
mainly due to €4.0 billion decrease in deferred tax assets largely 
due to the reduction of tax losses in Luxembourg (see note 6 for 
further details) and a €1.2 billion reduction in other investments 
following the repayment of US$2.5 billion of loan notes issued 
by Verizon Communications Inc., partly offset by a €2.7 billion increase 
in investment in associates and joint ventures following the creation 
of the VodafoneZiggo joint venture in the Netherlands during the year.

Current assets
Current assets decreased by €6.4 billion to €25.5 billion which includes 
a €4.1 billion decrease in cash and cash equivalents, €1.3 billion 
reduction in taxation recoverable and a €1.7 billion decrease in trade 
and other receivables.

Assets and liabilities held for sale
Assets and liabilities held for sale at 31 March 2017 of €17.2 billion and 
€11.8 billion respectively, relate to our operations in India following the 
agreement to combined with Idea Cellular. Amounts at 31 March 2016 
related to our operations in the Netherlands, which were combined with 
those of Liberty Global Plc to form VodafoneZiggo, a 50:50 joint venture, 
on 31 December 2016.

Total equity and liabilities
Total equity
Total equity decreased by €11.4 billion to €73.7 billion largely due 
to €4.1 billion of dividends paid to equity shareholders and non-
controlling interests and the total comprehensive loss for the year 
of €7.4 billion.

Non-current liabilities
Non-current liabilities decreased by €3.1 billion to €38.6 billion, primarily 
due to a €2.5 billion decrease in long-term borrowings.

Current liabilities
Current liabilities decreased by €11.2 billion to €30.6 billion mainly due 
to a €8.2 billion decrease in short-term borrowings and a €3.1 billion 
decrease in trade and other payables. 

Trade payables at 31 March 2017 were equivalent to 45 days (2016 
restated: 42 days) outstanding, calculated by reference to the amount 
owed to suppliers as a proportion of the amounts invoiced by suppliers 
during the year. It is our policy to agree terms of transactions, including 
payment terms, with suppliers and it is our normal practice that 
payment is made accordingly.

Contractual obligations and commitments
A summary of our principal contractual financial obligations and 
commitments is shown below.

 
Payments due by period  

€m 

Contractual obligations and 
commitments1 Total  < 1 year  1–3 years  3–5 years  >5 years 

Borrowings2 56,615 14,127 8,589 8,769 24,130
Operating lease 
commitments3 9,429 2,522 2,623 1,591 2,693
Capital 
commitments3,4 2,140 1,715 330 71 24
Purchase 
commitments5 7,280 4,727 1,601 490 462
Total 75,464 23,091 13,143 10,921 27,309

Notes:
1 This table includes commitments in respect of options over interests in Group businesses 

held by non-controlling shareholders (see “Potential cash outflows from option agreements 
and similar arrangements” on page 147) and obligations to pay dividends to non-controlling 
shareholders (see “Dividends from associates and to non-controlling shareholders” 
on page 147). The table excludes current and deferred tax liabilities and obligations under 
post employment benefit schemes, details of which are provided in notes 6 “Taxation” 
and 26 “Post employment benefits” respectively. The table also excludes the contractual 
obligations of associates and joint ventures.

2  See note 21 “Borrowings”.
3  See note 29 “Commitments”.
4  Primarily related to spectrum and network infrastructure.
5 Primarily related to device purchase obligations.

Dividends
Dividends will continue to be declared in euros and paid in euros, 
pounds sterling and US dollars, aligning the Group’s shareholder 
returns with the primary currency in which we generate free cash flow. 
The foreign exchange rate, at which future dividends declared in euros 
will be converted into pounds sterling and US dollars, will be calculated 
based on the average exchange rate over the five business days during 
the week prior to the payment of the dividend. 

In May 2016, the Board determined that future dividend growth would 
be calculated from the level of 14.48 eurocents per share for the year 
ended 31 March 2016 (six months ended 30 September 2015: 4.65 
eurocents per share), which is equivalent to the total dividend payout 
of 11.45 pence for the year ended 31 March 2016 (six months ended 
30 September 2015: 3.68 pence) at the 31 March 2016 foreign 
exchange conversion rate of £:€1.2647.

The Board is recommending a final dividend per share of 10.03 
eurocents, representing a 2% increase over the prior financial year’s final 
dividend per share based on the 31 March 2016 foreign exchange 
conversion rate of £1:€1.2647. The ex-dividend date for the final dividend 
is 8 June 2017 for ordinary shareholders, the record date is 9 June 2017 
and the dividend is payable on 4 August 2017. Dividend payments 
on ordinary shares will be paid directly into a nominated bank or building 
society account.
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Liquidity and capital resources
Our liquidity and working capital may be affected by a material decrease 
in cash flow due to a number of factors as outlined in “Identifying and 
managing our risks” on pages 28 to 34.

In addition to the commentary on the Group’s consolidated 
statement of cash flows below, further disclosure in relation to the 
Group’s objectives, policies and processes for managing its capital, 
its financial risk management objectives, details of its financial 
instruments and hedging activities and its exposures to credit risk 
and liquidity risk can be found in “Borrowings”, “Liquidity and capital 
resources” and “Capital and financial risk management” in notes 21, 
22 and 23 respectively to the consolidated financial statements.

Cash flows
A reconciliation of cash generated by operations to free cash flow, 
a non-GAAP measure used by management, is shown on page 206. 
A reconciliation of adjusted EBITDA to the respective closest equivalent 
GAAP measure, operating profit, is provided in note 2 “Segmental 
analysis” to the consolidated financial statements. 

The reconciliation to net debt is shown below.

2017
€m

Restated1

2016
€m

Adjusted EBITDA 14,149 14,155 
Capital additions2 (7,675) (10,561)
Working capital (984) (704)
Disposal of property, plant and equipment 43 164 
Other 94 154 
Operating free cash flow3 5,627 3,208 
Taxation (761) (738)
Dividends received from associates 
and investments 433 92 
Dividends paid to non-controlling  
shareholders in subsidiaries (413) (309)
Interest received and paid (830) (982)
Free cash flow3 4,056 1,271 
Licence and spectrum payments (474) (3,182)
Acquisitions and disposals 460 (130)
Equity dividends paid (3,714) (4,088)
Convertible issue – 3,548 
Foreign exchange (1,372) 262 
Other4 (1,324) (1,428)
Net debt increase (2,368) (3,747)
Opening net debt (28,801) (25,054)
Closing net debt3 (31,169) (28,801)
Vodafone India net debt (8,114)
Closing net debt (statutory basis) (36,915)

Notes:
1 Cash flows and funding for the year ended 31 March 2016 excludes the cash flows, funding 

and net debt of Vodafone India. 
2 Capital additions include the purchase of property, plant and equipment and intangible 

assets, other than licence and spectrum, during the year.
3 Operating free cash flow and free cash flow for the year ended 31 March 2017 excludes 

€266 million (2016: €252 million) of restructuring costs. Operating free cash flow and free 
cash flow are alternative performance measures which are non-GAAP measures that are 
presented to provide readers with additional financial information that is regularly reviewed 
by management and should not be viewed in isolation or as an alternative to the equivalent 
GAAP measure. See “Alternative performance measures” on page 205 for reconciliations 
to the closest respective equivalent GAAP measure and “Definition of terms” on page 218 
for further details.

4 Other cash flows for the year ended 31 March 2017 include €2,366 million (2016: €nil)  
received from the repayment of US$2.5 billion of loan notes issued by Verizon 
Communications Inc. and €3,571 million (2016: €1,162 million) from a capital injection 
into Vodafone India.

Operating free cash flow
Operating free cash flow increased €2.4 billion as stable adjusted 
EBITDA and working capital outflows predominantly relating to the 
final payments for Project Spring were offset by lower capital additions, 
which decreased by €2.9 billion to €7.7 billion following the completion 
of the Project Spring investment programme last financial year.

Capital additions
Capital additions were 16.1% of Group revenues, at the top-end of the 
Group’s “mid-teens” guidance range for capital intensity as a percentage 
of revenues, reflecting increased success-based capex as a result 
of strong customer growth.

Free cash flow
Free cash flow was €4.1 billion, an increase of €2.8 billion from the prior 
year, driven by higher operating free cash flow, lower interest paid and 
higher dividends from Indus Towers, Safaricom and VodafoneZiggo.

Licence and spectrum payments
Licence and spectrum payments include amounts relating to the 
purchase of spectrum in Germany of €0.1 billion and €0.3 billion 
in Egypt (2016: €1.9 billion in Germany, €0.8 billion in Turkey, €0.2 billion 
in Italy and €0.1 billion in the UK). 

Acquisitions and disposals
Acquisitions and disposals include €0.6 billion of proceeds following 
the merger of Vodafone Netherlands and Ziggo during the year. 

Convertible issue
Last year, we received €3.5 billion of proceeds from the issue 
of £2.9 billion of mandatory convertible bonds in February 2016.

Foreign exchange 
A foreign exchange loss of €1.4 billion was recognised on net debt 
as a result of the adverse translation impact of closing foreign exchange 
rates, mainly due to movements in the pound sterling, US dollar and 
South African rand against the euro. 

Net debt
Closing net debt at 31 March 2017 of €31.2 billion (2016: €28.8 billion) 
excludes net debt of Vodafone India, which is instead included 
in assets and liabilities held for sale on the consolidated statement 
of financial position. In addition, net debt excludes £2.8 billion 
of mandatory convertible bonds issued in February 2016, which are 
classified as equity after taking into account the cost of future coupon 
payments. The Group now holds US$2.5 billion of Verizon loan notes 
and €1.0 billion of shareholder loans to VodafoneZiggo, both of which 
are not included within net debt.

Net debt includes includes liabilities of €1.8 billion (2016: €1.8 billion) 
relating to minority holdings in KDG and certain bonds which are 
reported at an amount €2.0 billion higher than their euro-equivalent 
cash redemption value as a result of hedge accounting under IFRS.

This year’s report contains the Strategic Report on pages 1 to 43, 
which includes an analysis of our performance and position, 
a review of the business during the year, and outlines the principal 
risks and uncertainties we face. The Strategic Report was approved 
by the Board and signed on its behalf by the Chief Executive and 
Chief Financial Officer.

Vittorio Colao
Chief Executive 

Nick Read
Chief Financial Officer

16 May 2017
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