
SOUTH AFRICA was one of the first countries on the continent to connect to the 
MRXIVRIX��,S[IZIV��F]�������MRXIVRIX�WTIIHW�VIQEMRIH�WPS[�ERH�EGGIWW�MR�VIWMHIRXMEP�
markets was limited. Users were largely reliant upon Telkom, the partially state-owned 
telecommunications company, which was sluggish in responding to market needs. 
7IEWSRIH�-'8�TVSJIWWMSREPW�6MGLEVH�'EQI��.SLER�4VIXSVMYW�ERH�2MIP�7GLSIQER�WE[�ER�
STTSVXYRMX]�ERH�JSYRHIH�:YQEXIP��&]�QEOMRK�XLIMV�WXEVXYT�QSVI�EKMPI�ERH�IJJMGMIRX�XLER�
8IPOSQ�MR�HITPS]MRK�JMFIV�HMVIGXP]�XS�VIWMHIRGIW��ORS[R�EW�JMFIV�XS�XLI�LSQI�SV�*88,��
the company had the potential to significantly reduce the country’s broadband 
services deficit.

:YQEXIPƅW�JSYRHIVW�LEH�YWIH�XLIMV�S[R�GETMXEP�XS�TMPSX�ER�STIR�EGGIWW�JMFIV�STXMG�RIX[SVO�
MR�XLI�.SLERRIWFYVK�RIMKLFSVLSSH�SJ�4EVOLYVWX�MR�3GXSFIV�������&]�IEVP]�������XLI�XIEQ�
LEH�WYGGIWWJYPP]�HITPS]IH�����OMPSQIXIVW�SJ�JMFIV�MR����.SLERRIWFYVK�WYFYVFW�ERH�LEH�
ETTVS\MQEXIP]�������WYFWGVMFIVW��-X�RIIHIH�EHHMXMSREP�GETMXEP�XS�JYRH�MXW�SRKSMRK�VSPPSYX��
[MXL�MQQIHMEXI�TPERW�XS�VIEGL���������LSQIW�MR�XLI�WYFYVFW�SJ�.SLERRIWFYVK�ERH�'ETI�
8S[R��-RZIWXIG�)UYMX]�4EVXRIVW�LEH�TVIZMSYWP]�TVSZMHIH�XLI�GSQTER]�[MXL�97(����QMPPMSR�
MR�IEVP]�WXEKI�GETMXEP�MR�I\GLERKI�JSV�E�QMRSVMX]�WXEOI�MR�������:YQEXIP�JSYRH�MXWIPJ�MR�E�
XSYKL�TSWMXMSR�Ƃ�MX�[EW�WXMPP�XSS�]SYRK�ERH�YRTVSZIR�XS�WIGYVI�FERO�HIFX�]IX�FVMRKMRK�MR�
ER�EHHMXMSREP�IUYMX]�TEVXRIV�[SYPH�JYVXLIV�HMPYXI�XLI�JSYRHIVW�

:ERXEKI�'ETMXEPƅW�QI^^ERMRI�HMZMWMSR�SJJIVIH�:YQEXIP�E�
WSPYXMSR��/RS[MRK�XLEX�HIQERH�JSV�LMKL�WTIIH�MRXIVRIX�[EW�
WO]VSGOIXMRK��:ERXEKI�MRZIWXIH�MR�:YQEXIP�MR�������TVSZMHMRK�
E�PSER�SJ�ETTVS\MQEXIP]�97(���QMPPMSR�[MXL�E���]IEV�XIRSV�
ERH�E�QMRMQYQ�GSYTSR�SJ�����	��8LI�HIEP�EPWS�MRGPYHIH�ER�
IUYMX]�OMGOIV�XLEX�[SYPH�TVSZMHI�:ERXEKI�[MXL�YTWMHI�WLSYPH�
:YQEXIP�EGLMIZI�GIVXEMR�KSEPW��&]�XLI�XMQI�:ERXEKI�I\MXIH�
MXW�MRZIWXQIRX�MR�%TVMP�������:YQEXIP�S[RIH�SZIV��������
kilometers of fiber assets, while its network had grown to 
QSVI�XLER���������LSQIW�ERH���������WYFWGVMFIVW�

*SYRHIH�MR�������:ERXEKI�'ETMXEP�MW�E�JYRH�QEREKIV�JSGYWIH�
SR�%JVMGEƅW�QMH�QEVOIX�WIGXSV��:ERXEKIƅW�QI^^ERMRI�HMZMWMSR�
LEW�VEMWIH�XLVII�JYRHW�ERH�QEHI����MRZIWXQIRXW�MR����
GSYRXVMIW�WMRGI������ERH�MW�GYVVIRXP]�VEMWMRK�E�JSYVXL�JYRH��
The firm’s mezzanine investments typically range from USD10 
QMPPMSR�XS�97(���QMPPMSR�[MXL�E�XIRSV�SJ�JSYV�XS�WM\�]IEVW�

:YQEXIP�MW�XLI�PEVKIWX�JMFIV�XS�XLI�LSQI��*88,�RIX[SVO�
TVSZMHIV�MR�7SYXL�%JVMGE��*SYRHIH�MR�������:YQEXIPƅW�
open access fiber network is used by accredited internet 
service providers to supply broadband services to their 
S[R�GYWXSQIVW��:YQEXIP��[LMGL�MW�S[RIH�F]�'SQQYRMX]�
-RZIWXQIRX�:IRXYVIW�,SPHMRKW��LEW�ETTVS\MQEXIP]�����
IQTPS]IIW�ERH�QSVI�XLER��������OMPSQIXIVW�SJ�JMFIV�EWWIXW�
XLEX�TEWW�SZIV�����QMPPMSR�LSQIW�EW�SJ�2SZIQFIV������

FUND NAME 
:ERXEKI�1I^^ERMRI�---�7SYXLIVR�
Africa Sub Fund Partnership

FUND SIZE 
USD280 million

TOTAL AUM   
97(������QMPPMSR

WEBSITE 
www.vumatel.co.za

INDUSTRY/SECTOR 
Telecommunications

LOCATION 
South Africa

The Investor

The Company

Date of INITIAL 
Investment 
APRIL 2016

Amount 
ZAR250 million 

(~USD17 million)

DATE OF EXIT 
APRIL 2020
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The Deal
VUMATEL’S open access model allows partner internet service 
provider (ISPs) to use its infrastructure. The company charges the 
-74W��[LS�MR�XYVR�PIZIVEKI�:YQEXIPƅW�RIX[SVO�XS�WYTTP]�XLIMV�S[R�
customers with basic connectivity, data, internet protocol televi-
sion, voice over internet protocol services, bundled services and 
more. By allowing ISPs to share the network infrastructure, cus-
tomers benefit from greater choice and more competitive pricing. 

Success in the fiber infrastructure industry is dependent upon 
speed of execution and access to finance. Every neighborhood 
VIUYMVIW�E�QEWWMZI�MRZIWXQIRX�MR�TL]WMGEP�MRJVEWXVYGXYVI��EW�XLI�
installation process includes drilling underneath roads, cabling 
WXVIIXW�ERH�MRWXEPPMRK�GSRRIGXMZMX]�FS\IW�SR�IZIV]�LSYWI��:ERXEKIƅW�
JYRHMRK�IEVP]�MR�:YQEXIPƅW�HIZIPSTQIRX�LIPTIH�XLI�GSQTER]�TVSZI�
that its concept was scalable and profitable. Approximately six 
QSRXLW�JSPPS[MRK�:ERXEKIƅW�MRZIWXQIRX��7XERHEVH�&ERO�GEQI�MR�
[MXL�E�>%6����QMPPMSR��ETTVS\MQEXIP]�97(���QMPPMSR�PSER��KMZMRK�
:YQEXIP�WMKRMJMGERX�VYR[E]�XS�KVS[��

:ERXEKI�WIVZIH�EW�E�FVMHKI�XS�WIRMSV�HIFX��8LI�JMVQ�I\IGYXIH�E�
GSQQIVGMEP�HYI�HMPMKIRGI�TVSGIWW�SR�:YQEXIP�ERH�MXW�WYFSVHM-
nated position in the capital structure gave Standard Bank and 
SXLIV�PIRHIVW�KVIEXIV�TVSXIGXMSR��:ERXEKI�EPWS�[SVOIH�GPSWIP]�
[MXL�XLI�:YQEXIP�XIEQ�XS�WXVIRKXLIR�XLI�GSQTER]ƅW�KSZIVRERGI�
framework, thus making it more attractive to banks. As part of its 
MRZIWXQIRX�EKVIIQIRX��:ERXEKI�VIUYMVIH�XLI�GSRWXMXYXMSR�SJ�ER�
%YHMX�'SQQMXXII��[LMGL�SZIVWE[�XLI�ETTSMRXQIRX�SJ�/41+��ERH�MX�
LIPTIH�FSPWXIV�:YQEXIPƅW�)RZMVSRQIRXEP�ERH�7SGMEP�1EREKIQIRX�
System.

:YQEXIP�ERRSYRGIH�E�TEVXRIVWLMT�[MXL�PSGEP�MRZIWXQIRX�LSPHMRK�
GSQTER]�-QJI^IOS�MR������XS�IWXEFPMWL�:YQEGEQ��8LI�WTMRSYX�
MW�MQTVSZMRK�WIGYVMX]�MR�7SYXL�%JVMGE�Ƃ�E�GSYRXV]�VEROIH�EW�XLI�
JMJXL�QSWX�HERKIVSYW�MR�XLI�[SVPH�MR�+EPPYTƅW������WYVZI]�Ƃ�F]�
HITPS]MRK�WQEVX�''8:�GEQIVEW�EGVSWW�.SLERRIWFYVK�XLEX�EVI�
connected to the city’s high-speed fiber network. This technology, 

which includes license plate recognition, links centralized control 
centers and helps track suspicious activity as it moves throughout 
E�WYFYVF��%W�SJ�3GXSFIV�������:YQEGER�LEW�SZIV�������GEQIVEW�
MRWXEPPIH�SR�EPQSWX�������TSPIW��[MXL�TPERW�XS�I\TERH�EGVSWW 
the country.

Outlook
IN APRIL 2020��:ERXEKI�JYPP]�I\MXIH�MXW�MRZIWXQIRX�MR�:YQEXIP�
through a senior debt refinancing. South African telecommunica-
XMSRW�JSGYWIH�LSPHMRK�GSQTER]�'SQQYRMX]�-RZIWXQIRX�:IRXYVIW�
,SPHMRKW��'-:,�LEH�MRMXMEPP]�EGUYMVIH�����	�SJ�XLI�GSQTER]�MR�
������'-:,�WIGYVIH�XLI�VIQEMRMRK�����	�WXEOI�X[S�]IEVW�PEXIV�JSP-
lowing approval from the Competition Commission. As part of the 
process, a consortium of banks, including Rand Merchant Bank 
(RMB), Absa, Investec and Standard Bank, funded the settlement 
SJ�:ERXEKIƅW�IUYMX]�OMGOIV�ERH�XLI�VIJMRERGMRK�SJ�MXW�PSER��VIWYPXMRK�
MR�E�QSRI]�QYPXMTPI�SJ����\�JSV�:ERXEKIƅW�MRZIWXSVW�

Bridging South Africa's digital 
divide

VUMATEL seeks community buy-in before laying fiber 
to a neighborhood. As part of its roll-out strategy, the 
company gradually began targeting several lower-income 
townships that had previously been neglected despite res-
MHIRXMEP�HIQERH��*SV�QER]�SJ�XLIWI�EVIEW��:YQEXIP�MW�MR-
stalling aerial fiber, which is deployed on poles or towers 
above ground, rather than traditional trenching. Although 
aerial technology comes with challenges such as reduced 
reliability due to adverse weather and the risk of poles 
being cut down for firewood, the cheaper installation pro-
GIWW�EPPS[W�:YQEXIP�XS�VIHYGI�GSWXW�JSV�GYWXSQIVW��8LMW�
XIGLRMUYI�MW�EPWS�FIXXIV�WYMXIH�JSV�GVS[HIH�WYFYVFW�[MXL�
multiple dwelling units as well as hilly or rocky areas.

The financial burden of having to pay monthly contract 
fees for mobile data can deter lower-income communities 
JVSQ�EGGIWWMRK�LMKL�WTIIH�MRXIVRIX�WIVZMGIW��-R�������
:YQEXIP�PEYRGLIH�MXW�:YQE�*MFVI�6IEGL�RIX[SVO�XS�TVS-
ZMHI�EJJSVHEFPI��TVI�TEMH�EGGIWW�XS�*88,�WIVZMGIW�MR�YR-
HIVWIVZIH�RIMKLFSVLSSHW�Ƃ�XLI�JMVWX�QSHIP�SJ�MXW�OMRH�MR�
XLI�[SVPH��,SQIW�XLEX�YWI�:YQE�*MFVI�6IEGL�LEZI�EGGIWW�
to a range of services including free fiber installation and 
a WiFi enabled device, a 20 Megabit upload / 10 Megabit 
download uncapped connection and technical support 
at any time of day. When the project was launched in 
XLI�;IWXIVR�'ETI�XS[RWLMT�SJ�1MXGLIPPW�4PEMR��:YQEXIP�
EGLMIZIH���	�TIRIXVEXMSR�[MXLMR�XLI�JMVWX����QSRXLW��[IPP�
EFSZI�MXW�MRMXMEP�KSEP�SJ���	�

:YQEXIP�LEW�EPWS�TPE]IH�E�VSPI�MR�YTKVEHMRK�XLI�MRJVEWXVYG-
XYVI�SJ�7SYXL�%JVMGEƅW�TYFPMG�ERH�TVMZEXI�WGLSSPW��-R�������
the company and its ISP partners launched an initiative to 
GSRRIGX�IZIV]�WGLSSP�:YQEXIP�TEWWIW�MR�XLI�HITPS]QIRX�
of its network with free uncapped open access fiber-optic 
infrastructure. Schools receive a one gigabit per second 
line, which gives them greater and more reliable access 
to educational products and academic literature. To date, 
:YQEXIP�LEW�GSRRIGXIH�SZIV�����WGLSSPW�ERH 
��������WXYHIRXW�
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