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2 Telkom Integrated Report 2022

We aim to provide our stakeholders with
transparent, relevant and integrated information
to enable them to make better and more
informed decisions about Telkom. We report our
performance according to six capitals to provide
a balanced view of our value creation.

This integrated report (the report) covers the financial year
1 April 2021 to 31 March 2022 (FY2022 or the year) and includes
significant subsequent events up to the date of approval of the
report. Refer to page 2 for more information about how the
report was prepared.

The reporting boundary covers Telkom SA SOC Ltd, which
represents the Telkom Group (Telkom or the Group), which
comprises Telkom Company (the Company) and its subsidiaries.
The Company consists of the Corporate Centre and two
divisions, namely Telkom Consumer and Openserve. The Group's
subsidiaries are BCX, Gyro, Trudon and Swiftnet. These divisions
and subsidiaries are Telkom’s business units. Refer to page 6
for Telkom'’s operating structure.

Telkom’s operating model

Telkom
Consumer
Division

BCX

100% owned
subsidiary

(page 58)

Telkom {page 62)

Gyro
Openserve Y

100% owned

Division subsidiary

7(page 54) Swiftnet 7(page 70)

100% owned
subsidiary

(page 66)

(¥) Board approval

@ The Board of Directors (the Board) acknowledges its responsibility

forthe integrity of Telkom's integrated report. The Board confirms
that it collectively reviewed the report’s contents and leveraged
the assurance obtained from its internal and external assurance
providers, including assessments on risk and internal controls.

The Board is confident that the report addresses all material
matters and concluded that the information herein is materially
presented according to the IIRC <IR> Framework®. The Board
approved the report on 14 July 2022.

Chairperson Sello Moloko
Group Chief Executive Officer | Serame Taukobong
Group Chief Financial Officer | Dirk Reyneke

Board Members

Olufunke Ighodaro Keith Rayner
Navin Kapila Sibusiso Sibisi
Sibusiso Luthuli Herman Singh
Ethel Matenge-Sebesho Rex Tomlinson
Kholeka Mzondeki Louis Von Zeuner

Fagmeedah Petersen-Cook Sung Yoon

1 Value Reporting Foundation’s International Integrated Reporting
<IR> Framework, 2021.
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Enhancing our environmental, social
and governance (ESG) disclosures

In October 2021, Telkom embarked on a process to formalise
its environmental, social and governance (ESG) Strategy. The
ESG vision is to create sustainable economic, environmental
and social value for all. The Board approved the ESG Strategy
in FY2022. Refer to page 46 for the strategy.

The Group has set out a purpose-led ESG Strategy with six clear
focus areas and goals that seek to enable the long-term success
of the organisation, our country and its people. In addition,
Telkom created a strong foundation to deliver on its ESG
ambition by leveraging the capabilities of its business units.

Telkom'’s ESG Strategy is aligned to creating shared value for
all, underpinned by responsible and sustainable practices.
One of the six focus areas in the ESG Strategy, is Investing
with Purpose, and it is centred on the way Telkom delivers and
enables meaningful social impact. The Group acknowledges
that socio-economic value is created, protected and enabled
throughout the business. Refer to the social and relationship
capital section on page 84 for more information.

The Group adopted the various sustainability frameworks
and participates in indices as set out below.

i i ! SUSTAINABLE
The United Nations SUSTAINABLE

Sustainable G:ALS

Development Goals

Telkom identified four Sustainable Development Goals (SDGs),
with selected SDG targets, which present the most material
opportunities for Telkom to enhance its positive impact and
minimise its negative impact. These SDGs align with Telkom’s
business approach to sustainability issues and opportunity
realisation. The four SDGs that we can materially impact are:

4 QUALITY DECENT WORK AND
EDUCATION

H ECONOMIC GROWTH
Quality Decent work

education ml /\/" and economic
([ growth
Industry, [Eleitet 12 ;é&iﬁgﬁﬁw Responsible
innovation and consumption and
infrastructure C\’) production

The relevant SDG icon indicates where related information is
discussed throughout this report. Refer to the SDG appendix
on page 150 for more information.

Telkom indirectly support and influence the following SDGs:

CLEAN WATER
AND SANITATION Clean

water and
sanitation
Reduced 10 Neiines (Y Peace, justice
8 and strong
inequalities < =) institutions

2 The Science Based Targets initiative (SBTi), the global body enabling businesses
to set emissions reduction targets in line with climate science

3 The SBTi is unveiling a new strategy to increase minimum ambition in corporate
target setting from ‘well below 2°C’ to ‘1.5°C’ above pre-industrial levels. The new
strategy is being rolled out in response to increasing urgency for climate action
and the success of science-based targets to date. For further information refer
to: https://sciencebasedtargets.org/news/sbti-raises-the-bar-to-1-5-c

Task Force on Climate-related Tcm
Financial Disclosures

The Task Force on Climate-related Financial Disclosures (TCFD) is
important to Telkom to improve our understanding of the long-
term climate-related risks and opportunities. There is growing
pressure on companies from the government, consumers
and investors to respond to climate change. We incorporated
disclosure recommendations regarding risk, strategy and
governance in FY2021. In FY2022, we adopted the metrics
and targets in the disclosures.

By signing the Science Based Targets initiative (SBTi)? commitment,
Telkom joined visionary corporate leaders in taking ambitious
climate action by setting a net zero target in line with a 1.5°C
future3. Telkom committed to setting a science-based emission
reduction target aligned with SBTi's target-setting criteria. Refer
to the natural capital section on page 90.

ATCFD summary is included on page 94.

Global Reporting
Initiative Standards

Telkom aligned its definitions of sustainable key
performance indicators (KPIs) to the Global Reporting
Initiative Standards’ relevant definitions. This facilitates
comparability.

cDP q}‘CDI:’

DISCLOSURE INSIGHT ACTION

Telkom continues to participate in CDP (formerly the Carbon
Disclosure Project). This participation provides feedback on
how well the Group manages its energy and carbon emissions
inventory to reduce Telkom’s environmental impact within its
operational boundary.

Telkom's response remained unchanged in the B category in
FY2021. We improved in the governance and Scope 1 and 2
emissions sections. The B score is higher than the African
regional average and the media, telecommunications and data
centre services sector average, which scored a C. We are working
on the FY2022 submission and will report on these in FY2023.

Telkom set science-based emissions targets for the first time
in FY2022. For more information on emissions, refer to the
natural capital section on page 90.

FTSE4Good
ESG Index Series

FTSE4Good

Telkom remains a constituent of the FTSE4Good Index series
following its June 2021 review. The 67 constituents are
companies that reflect strong ESG risk management practices
as measured by an overall ESG rating.

EY Excellence in Integrated
Reporting Awards

In 2021, Telkom’s FY2020 integrated report ranked excellent in
the annual awards for the fifth consecutive year. This ranking
is awarded to entities that progressively achieve a higher level
of adherence to the spirit of integrated reporting. The awards
consider the top 100 JSE-listed companies (based on market
capitalisation).


https://sciencebasedtargets.org/news/sbti-raises-the-bar-to-1-5-c
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Telkom celebrated its 30th birthday. The Company
was corporatised on 1 October 1991 when the
Department of Posts and Communications was
divided into Telkom SA SOC Ltd and SA Post Office.

» Here is a look back at the highlights of Telkom's
30-year journey.

Celebrating
30 years

Telkom Mobile

becomes third

lel largest mobile
Telkom 5 : T operator in

listed on the ST Rebranded South Africa

Johannesburg 8ta to Telkom

Stock Exchange : e Mobile
(JSE) - ) « el Launched

FreeMe
~ Telkom Group

’ ' generated
R43 billion

Telkom had
55 105
dial-up

customers

2002

Asymmetric
digital subscriber
line (ADSL) was
launched

8ta was
launched

Sold Telkom's
50% shareholding
in Vodacom-

* Refer to page 6 and page 154 for the full breakdown of government subsidiaries and shareholding, respectively.

Launched
fibre to the
home (FTTH)

Acquired BCX
R 37 billion
(total revenue
after BCX
acquisition)

Launched
Openserve
(functional
separation)

Launched
Gyro

- —

Launched
Yep! Digital
Marketplace

AN\

revenue
(2020-2022)

Reached
10.7 million
Mobile
broadband
subscribers

-

N

~
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Overview of
our business

Telkom is a leading information and
communications technology (ICT) services
provider in South Africa. We offer end-to-end
ICT solutions including high-speed fibre, mobile
and data services, information technology

(IT) services, financial services, property
management and mast and tower solutions.

The South African Government owns 40.5%
of Telkom?; 49.2% of our shares are held by
institutional shareholders?; 3.7% are treasury
shares?; and 6.6% by non-institutional
shareholders®.

-
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Telkom's purpose, vision and values

(o]1]¢ Our values
vision and culture

Purpose

Seamlessly To lead in the

connecting our converged ICT market
customers toa through deep and
better life. credible relationships
and a distinctive
customer
experience by:

Leading in converged solutions

Providing a quality network with
unmatched reach

Offering end-to-end digital
solutions in the business
community

Creating innovative and pervasive
broadband consumer services

Being the wholesale provider
of choice

Being the best place to
work for committed and
accountable people

Telkom’s operating structure,
products and services

This matrix sets out our operating structure and the products
and services provided by our business units.

Connectivity

Connectivity through ducted and aerial copper and fibre, satellite, mobile and

wireless transmission.

A high-performance, values-driven culture is one of
Telkom's keys to future success. Telkom is committed to
ethically conducting business based on our core values
and acceptable principles. Our values form the foundation
of our Group Ethics Handbook.

Telkom has five core values:

Continuous improvement Listen, act, learn and innovate.

We seek continuous improvement and do things quickly, effectively
and innovatively. We learn from our mistakes to enhance our
performance and become more responsive to customer needs.

Honesty Be real, open and truthful.

We keep our promises and commitments. We tell the truth and
are transparent in our dealings with each other, our customers,
stakeholders and the broader community.

Accountability “If it is to be, it is up to me.”

We take full responsibility for our actions and deliverables. We do not
blame others and always give our best. We are passionate and go the
extra mile for customers.

Respect Ensure dignity to all.

Protect the environment. We treat people with courtesy and kindness,
and actively listen to others. We value diversity and always seek to
understand others.

Teamwork Together we win.

We are team players with a common goal and shared vision.
We deliver business results through co-operation and share our
knowledge and resources to benefit the business and stakeholders.

Openserve @
itz 8
BCX @

Gyro @
Swiftnet @

Infrastructure

Property, masts and towers solutions to Telkom and third-party clients, data

centres and fibre.

The state-of-art next-generation network

Networks that employ latest state-of-art and high-speed broadband 'Y 'Y

technology.

Converged ICT solutions

N

w

IS

The Department of Communications and Digital Technologies is the shareholder
representative of the South African Government with responsibility for state-owned
enterprises in this sector.

Institutional shareholders consist of various companies, the majority of which
are based in South Africa, USA, UK and Europe. Refer to pages 154 to 155 for
further details. -
The treasury shares belong to Telkom and have not been issued to the public.

Non-institutional shareholders consist of private and individual investors not in
the company sector.

Providing converged business ICT services and products which include cloud,
software defined wide area network (SD-WAN), augmented reality, virtual
reality, blockchain, Al and robotics, as well as converging consumer ICT services
such as fibre, mobile, content and financial services.

Digital presence and e-commerce
The e-commerce platform supports integrated business solutions for small
and medium business customers.
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Telkom’s business units

Openserve

Refer to
Openserve's per

Althon Beukes Customer/market Productsand | Differentiators
(CEQ) segmentation services
Our open-access model allows us to - Broadband - The state-of-the-art next-generation
provide broadband voice, enterprise, solutions network spans across core,
optical and carrier solutions to - Enterprise aggregation and access, with layer 0
wholesale customers across the solutions restoration capabilities, making the
following segments: . network a unique wholesale market
- Optimal differentiator
- Consumer | addresses the and carrier
broadband connectivity needs of solutions - Largest wholesale open-access
end-customers through multiple - Global infrastructure connectivity provider
internet service providers (ISPs) T in South Africa with national and
e regional fibre routes, enabling the
. o - Interconnect deployment of fibre-based access,
IOSBUSINESSIEONICIVIT oG solutions enterprise and backhaul technologies
high-bandwidth connectivity Voi i .
products and solutions - voice - The leading high-speedfixed
. . services broadband connectivity provider in
- Carrier | comprises customer- South Africa
specific high-capacity backhaul and o ] o
managed connectivity services for - Digital experience centre providing
network service providers a umﬁgd channel that tran_sforms_
- el oS ek operations to fo;us on a differentiated
. L customer experience
infrastructure connectivity, for ) )
example, submarine cables and - Extensive experience and
satellites skills capacity across network
. . communication and connectivity
B Inter_connec‘F | provides nat|oqa| services and digital enablement
and international operators with
_ voice connectivity
S 1
Telkom Consumer
Telkom Consume Refer to
through LTE Pro Telkom Consumer’s
via reliable, sta perfaiElEg
SIS Customer/market Products and Differentiators
(CEO) segmentation services
Telkom Consumer is driving forward - Broadband - Data-centric mobile
in the following segments: (mobile, fixed, network
- Connecting homes with high-speed nomadm) - Latest technology
broadband through fibre - Voice adoption for fixed,
- Affordable mobile voice and broadband - Value-added mobile enabling content,
SEiEES services (content gaming, etc.
. - i and gaming) - 5G trialled successfully
- Growing non-connectivity revenue via ) ) i i
impetus gained in digital and financial - Financial services | - One the biggest fibre

services revenue
- Catering for small and medium-sized
businesses across the country covering
a vast plethora of services and industries
Services powered and provided by:

- A state-of-the-art mobile network
- ISP and content platform

backhaul for the mobile
networks

BCX

BCX is a state-
and an integra

Jonas Bogoshi
(CEO)

Swiftnet

A Telkom snapshot
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Customer/market
segmentation

Products and services

Refer to
BCX's performance

Differentiators

Our BCX customer

segments comprise:

- Corporate (retail,
mining, banking,
financial services
and healthcare)

- Public sector

- Large business

Our diversified technology
product portfolio provides a wide
range of solutions, namely:

- Converged communications
solutions including voice, SD-
WAN suite, ethernet and over-
the-top (OTT) solutions

- Digital platform solutions
including digital, enterprise
applications and customised
industry-specific offerings

- Cloud platform solutions
including enterprise cloud
and infrastructure, field
services management and
cybersecurity

- Provide end-to-end ICT solutions

- Market leader with a strong presence in
connectivity, end devices, applications
and other IT services markets

- Largest Tier 4* data centre footprint
- Industry-specific expertise

- Strategic vendor relationships

- Customised applications

* Tier 4: Multiple active power and cooling distribution
paths, redundant components, fault tolerant, 99. 99%
availability.

Swiftnet comprises ma

Lesiba Maloba
(CEO)

Lesiba Maloba
(CEO)

Customer/market

segmentation

Refer to for
Swiftnet's performance

Products and services

comprise:

- Wireless ISPs

- Public sector

Our Swiftnet customer segments

- Mobile network operators

- Broadband providers

and towers

Masts and towers with multi-tenant leases
on existing and new towers

- Large independent, South African-based
masts and towers portfolio

- National footprint of properties, masts

Customer/market
segmentation

Products and services

Refer to for
Gyro's performance

Differentiators

Our Gyro property

segments comprise:

- Data centres
- Offices

- Retail
Industrial
Residential

Property development includes new
developments, and repurposing and
refurbishing existing buildings

Property services with real estate and

tower management services include

- Asset management
- Development management

- Property management
- Facilities management

Programme and project management

Space user-demand management

- Capacity and readiness to
become the preferred real
estate solutions provider
for non-mainstream large
space users and real estate
portfolio owners

- Leveraging the Group’s
technologies to implement
smart-enabled buildings
and next-generation
property and facilities
management solutions




10

Telkom Integrated Report 2022

Integrated
performance [P
snapshot

Financial

Productive
capital @

The financial capital available to maintain
and grow our business.

Refer to page 20.

Revenue Free cash flow
(FCF)
R'million R'million
FY2020 FY2021 FY2020 FY2021
43043 43222 1782 2063

FY2022
(2 080)2

% change

% change

(200.8)

Earnings before Basic earnings per

interest, tax, share (BEPS)!

depreciation and

amortisation (EBITDA)!

R'million Cents per share
FY2020 FY2021 FY2020 FY2021
10720 11973 279.0 529.1
FY2022 % change % change

11908 @
J

Headline earnings Capital expenditure

per share (HEPS)! (capex)

Cents per share R'million
FY2020 FY2021 FY2020 FY2021
366.0 561.5 7755 8448

% change

FY2022 % change

7 484 @

1 Excludes the impact of VSP, VERP and S189 costs of R270 million and the
related tax impact of R76 million in the comparative year.

2 Includes spectrum payment R1.1 billion

Fixed and mobile network
includes copper and
fibre-optic cables that
support fixed-line services
to retail, business and
wholesale customers.
Three major earth stations
provide satellite services
to Africa. Towers transmit
our radio spectrum? and
support the delivery of
mobile voice and data
services.

Data centres that provide
hosting, disaster recovery
services and cloud services
to business customers.

Refer to page 62.

Active fibre
connectivity rate
%

FY2020  FY2021
48.2 51.1

% change

Active mobile
subscribers
Million

FY2020  FY2021
12.0 15.3

% change

Mobile broadband
subscribers
Million
FY2020 FY2021
8.2 10.3

% change

3 Spectrum comprises the set of invisible
radio frequencies that travel through
the air.

Intellectual
capital

A Telkom snapshot
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Human
capital

The intangible
assets associated
with our brand,
our legal licences
to operate, our
collective
expertise and
processes, and
the strategies,
policies,
procedures,
standards and
codes that govern
how we do
business.

Refer to page 74.

Over the reporting
period, the focal
areas for IT were:

Improved
customer
experience

Accelerated
digitalisation

Hybrid
workplace

Effective
governance

and risk

Atotal investment
of R831 million was
made towards
initiatives linked to
the abovementioned
areas in response to
changing technology
demands.

Contributors to human
capital include our
employees with their
skills, competencies,
experience, motivation
to innovate and be
productive, and their
health and wellbeing.

Refer to page 78.

Group
employees

Number

FY2020  FY2021
15099+ 12039

FY2022 % change

11898
\2

Lost-time injury
frequency rate
Rate

FY2020  FY2021
0.68 0.56

% change

Learnerships and
internships

Number

FY2020  FY2021
1146 669

FY2022 % change

992¢

4 At the end of FY2020 V/SPs and VERPs
were offered in Openserve and Telkom
Consumer, and 2 271 employees
exited the Group in FY2021.

5 Refer to Human capital on page 78
and the full breakdown of TIFR and
LTIFR on page 83.

& For further details on Telkom's
learnerships and internships, refer
to page 81.

Social and
relationship capital

Natural
capital

Social and relationship
capital reflects our
contribution to South
African society.

Refer to page 84.

FutureMakers Independent Field

Technician (IFT) procurement spend

R'million
FY2020 FY2021
140 105

% change

Investment in Telkom Foundation
R'million
FY2020 FY2021
75 53

% change

Total jobs on the
FutureMakers Programme
Direct jobs

Total jobs per annum

FY2020  FY2021
1475 991

% change

Indirect jobs
Total jobs per annum

FY2020  FY2021
4157 4177

FY2022
26 4638

/[\

% change

=

7 Refer to Social and relationship capital on page 84, and the full
breakdown of FutureMakers procurement spend on page 85.

8 The increase in indirect jobs is due to including all income
opportunities created on platforms we invested in. Refer to
Social and relationship capital on page 84, and the full

breakdown of direct and indirect jobs on page 85.

This includes using natural
resources, comprising
renewable energy sources,
such as solar energy, water
and other non-renewable
resources. It includes our
impact on the environment
from electronic and electrical
waste (e-waste) and carbon
emissions.

Refer to page 90.

Total carbon
footprint®
tCOe

FY2020  FY2021
656 660 628 920

FY2022 % change

1136574 @
T

Water
consumption

Kilolitres

FY2020  FY2021
1199525 1040535

% change

E-waste
recycled

Tonnes

FY2020  FY2021
9076 1000

FY2022 % change

1870 @
0

9 Refer to page 92 for full details on the total
carbon footprint as well as Scope 1 and Scope 2
emissions, excluding Yellow Pages.

For further details, refer to management of
Telkom's water consumption on page 93.

=
S

=

For further details on e-waste recycling, refer to
managing hazardous waste on page 93.
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Chairperson’s report:
How our leadership
supports value creation

Sello Moloko
Chairperson

While the global economy rebounded from
the worst effects of COVID-19, South Africa’s
economic rebuild has been slow and uncertain.
Despite local headwinds, Telkom continued

to execute its strategy steadily. While the
competitive landscape is tough, growth
opportunities still exist.

Even though the local economy recovered by 4.9%, the economy
is still 1.7% smaller than before the pandemic. South Africa is
being weighed down by rising unemployment, weak consumer
spending and socio-political instability. In addition, the continued
power supply interruptions are choking economic growth and
having a profoundly negative impact on our customers and
our business.

The civil unrest we witnessed in July 2021 has its roots in the
inequality of our society. If this is not addressed, we can expect
anger and lawlessness to rise up at any time. We require urgent
structural reform to restore growth and alleviate our many
socio-economic misfortunes.

Group revenue was down 1.1%, putting pressure on profitability
and FCF. In addition, the enterprise environment has remained
constrained, impacting revenues for BCX and our Small Business
segment. Competition continues to intensify in the areas of
mobile and fixed wireless access and fibre to the home (FTTH).

The Board periodically reviews the Group’s Strategy to ensure
its continued relevance in an operating environment that is
increasingly complex and demanding. Our strategic investments
in FY2022 included allocating capital to fibre rollouts to
replace legacy copper networks. We focused on deploying
our broadband strategy, including increasing minimum entry
speeds for broadband. We are pleased to see growing customer
demand for these services.

Some key achievements for FY2022 include the modest
growth of mobile and a significant increase in fibre broadband
customers. We added MTN as a second roaming partner in
addition to Vodacom. This provides increased flexibility and
broadens our coverage footprint. We also acquired additional
spectrum.

We play a leading role in South Africa’s
digital revolution. We are present in our
customers’ lives through their work,
online education and entertainment. This
positions us for long-term sustainability.

Telkom’s vision is to lead in the converged ICT market through
deep and credible relationships and a distinctive customer
experience. In FY2022, the Board's key focus areas supported the
Group’s Strategy, while ensuring appropriate risk management to
protect the Group's long-term sustainability and value creation.
These focus areas will remain pertinent for FY2023.

A Telkom snapshot
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Pursuing our
Value Unlock
Programme

Approving the
ESG Strategy

Next
page

Engaging the regulator on spectrum allocation
Customer centricity

Succession planning

Board skills

Supporting an ethical culture

In September 2021, we communicated our intention to unbundle and list Swiftnet on the
the end of our financial year. The listing would unlock value for shareholders, allowing Telke
flexibility to rebase our balance sheet and reinvest in our business.

In preparation for the listing, Swiftnet approved a Swiftnet MOl and governance presc
support the entity.

In March 2022, the Board resolved to postpone the listing based on global events, specifica
conflict in Ukraine, and the equity market conditions.

Telkomis trading at a deep discount to its intrinsic value. Therefore, we are committed to re
the Value Unlock Programme. The Board will provide further updates on the proposed S
listing and how we plan to drive maximum shareholder value.

As highlighted in the FY2021 report, ESG practices and disclosure are becoming incre i
important to investors. While Telkom has a proud legacy of good corporate citizens

recognised that we needed a holistic strategy to formalise our approach to each aspect ¢
In March 2022, the Board approved the first ESG Strategy and implementation roadma
strategy encapsulates our goal of providing ICT solutions that create sustainable eco
environmental and social value.

The strategy has six priority themes with defined goals and tangible initiatives. It is gratifying to St
many initiatives are already in place to support this strategy. Notably, the strategy also commits ‘
to being carbon neutral by 2035 and net zero by 2040. The ESG Strategy is discussed on pac
The Risk Committee approved the amended risk appetite statements to address the risks I
to ESG and create value for shareholders. Refer to the risk report on page 38.
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Engaging the
regulator on
spectrum

Customer
centricity

Succession
planning

Board
skills

Supporting an
ethical culture

In the recently concluded spectrum auction, Telkom was able to acquire much-needed sub
1 GHz spectrum in the 800 MHz band and additional spectrum for 5G in the 3500 MHz
band, notwithstanding the unfavourable auction rules.

This was preceded by Telkom'’s court challenge where it aimed to address competition
concerns in the mobile market. In order to deal with Telkom’s concerns, ICASA undertook
to license, by March 2023, the available 800 MHz spectrum, as well as other available
IMT bands, by applying pro-competitive measures.

Ensuring that we provide an excellent customer experience continues to receive Board
attention. We have engaged management extensively on measures to embed better
service practices throughout the Group.

This focused on pioneering digital solutions that assist customers to operate more
responsibly, broadening their access to affordable and inclusive digital connectivity, and
promoting fair and ethical customer practices. While we made much progress, there are
various activities in progress to enhance the customer experience.

The Board focused on finding the right skills to complement the existing Board profile
and considered Executive Management succession. Consequently, the Board appointed
Serame Taukobong as GCEO.

With some Board Members set to retire, finding suitable replacements was a priority for
the Board and Nominations Committee. We will continue to monitor Board diversity and
the tenure and independence of our Board Members. We remain confident that we have
the right skills and experience to fulfil our strategic and governance mandate.

In the past, Telkom held numerous roadshows to explain our governance approach and
priorities, while also obtaining valuable investor feedback. We noted investors’ concerns
about a perceived lack of telecommunications experience on the Board, and their desire
to see more evidence of ESG practices. Our focus is still on recruiting new Directors with
telecommunications, disruptory and ESG-related skills in support of the Telkom of the future.

In 2021, we strengthened our ethical culture by appointing our Group Company Secretary
as the Group Ethics Officer. She will focus on continuous ethics awareness initiatives,
embedding a Group-wide ethical culture. She will also oversee various initiatives in support
of the ethical behaviour of employees and suppliers with the support of the business unit
Ethics Champions. Read more about our ethical culture on pages 107 and 108.
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In January 2022, Telkom received notice that the Special
Investigating Unit (SIU) would launch an investigation into
contracting processes in respect of telex and advisory services,
and alleged maladministration in the disposals of iWayAfrica,
Africa Online Mauritius and Multi-Links Telecommunications.
Some of these matters date back to 2006. We are engaging
with the SIU on the investigation, including clarity on the ambit
of its authority, with a view to bringing the matter to a speedy
resolution.

InJuly 2021, we bade farewell to Alphonzo Samuels who
resigned as a Non-executive Director. We thank Alphonzo
for his contribution to Telkom during his tenure as the
CEO of Openserve. That same month, we appointed
Olufunke Ighodaro and Ethel Matenge-Sebesho as new
Board Members. Olufunke Ighodaro is a commercially
astute and experienced business leader, and brings
extensive leadership experience across several business
disciplines. Ethel is a seasoned Director with many years
of experience in leadership positions.

Four Non-executive Directors will be stepping down
at the next AGM; with three Non-executive (namely
Kholeka Mzondeki, Fagmeedah Peterson-Cook and Navin
Kapila) retiring by rotation and will not be available for
re-election. Mr Rex Tomlinson has decided to step down.
The Board appointed five new Non-executive Directors;
Brian Kennedy, Mteto Nyati, Ipeleng Selele and Prudence
Lebina (all appointments will be effective 15 July 2022)
and Sung Yoon (appointed 1 May 2022). Appointments
will be confirmed at the annual general meeting (AGM)
taking place on 24 August 2022. Refer to

and for further details on the Directors’ CVs.

Telkom’s leadership transition was dealt
with in an orderly and professional manner,
as befits the calibre of the two gentlemen
involved.

This year we said farewell to Sipho Maseko, our outgoing GCEO,
and welcomed Serame Taukobong as our new GCEO.

Sipho joined Telkom in April 2013 and was instrumental in
reshaping and streamlining the business to compete more
effectively in a liberalised telecommunications market. He had an
immeasurable impact and placed Telkom on a firm footing. Sipho
remained a Telkom employee until June 2022 and supported
Serame and the Board in an advisory capacity. On behalf of the
Board, | thank Sipho for his commitment to a smooth leadership
transition and his phenomenal tenure at Telkom.

Serame is a worthy successor. Our recruitment process included
an intensive talent assessment both within and outside the
business. Serame, one of South Africa’s most respected
telecommunications Executives, was the logical choice for the
position. He joined Telkom as CEO for Telkom Consumer in
2018. Under his leadership, the growth of that business unit
was nothing short of remarkable. The customer base grew
three-fold to 15 million while its revenue almost doubled to
R20 billion within three years. Serame steps into his new role
at a challenging time, and at an inflection point in the South
African telecommunications industry.

The health and wellbeing of employees are top priorities. As far
as possible, we currently allowed employees to work from home
and supported them through various wellness programmes.
We continue to encourage our employees to get vaccinated.
| am pleased to report that our employee relations are strong,
with high levels of trust and engagement. | thank all employees
for their resilience and steadfastness in supporting our vision.

Addressing shareholder concerns
regarding remuneration

At the 2021 AGM, the remuneration implementation
report resolution failed to meet the required 75%
threshold as recommended by King IV.

The Board and Remuneration Committee engaged with
shareholders on the resolutions prior to the AGM. Their
concerns regarding remuneration were around:

- The retention payment to the outgoing GCEO

- Arequest to see the inclusion of FCF as a
measurement in the long-term incentive

- The preference to include ESG as a measure in the
short and long-term incentives

The Board believes that the right remuneration
decisions were made, but that our disclosures regarding
the rationale behind our decisions could be improved.
More detail regarding shareholder concerns and our
response is in the remuneration report on

This year has been difficult for both Telkom and the country. We
have lost many wonderful colleagues to COVID-19, and this loss
is felt within the business. | extend my deepest condolences to
our employees who are mourning loved ones and colleagues.

On behalf of the Board, | acknowledge our Group Exco Members
for their extended commitment during a challenging year.
We also thank our customers for their loyalty, and our service
providers for supporting our operational activities.

Finally, | thank my fellow Board Members for their leadership,
dedication and expertise in ensuring that the Board and its
Committees fulfil their mandates and enable Telkom to connect
our customers to better lives.

Sello Moloko
Chairperson
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Serame Taukobong
Group Chief Executive Officer

Telkom'’s separation journey
is positioning our respective
businesses for success

Our focus in recent years has been our Value Unlock journey.
This included informing the market about the value of our
different business units, and defining their borders so that
investors could appropriately assess their value. On reflection,
this necessary process required an inward focus, which has
resulted in an internally driven organisation.

Now that we have established these strong standalone entities,
we need to focus externally to compete aggressively in a
market of vertically integrated companies. Over the next three
to five years, we will execute as a united Telkom. This includes
leveraging our strengths across a range of communications
and infrastructure solutions. We are an infrastructure player
that competes in several markets, provides high-end solutions
and offers the highest customer value possible. We certainly
have the potential to be the number one or two player across
the respective ICT markets.

We continue to deliver against our
Strategy

In September 2021, we reviewed our Group strategy and our
five strategic pillars, namely portfolio diversification, integrated
solutions, victory in broadband, operational efficiency, and
technology innovation (PIVOT). We concluded that while specific
tactics and actions are changing, our strategy framework
remains relevant. This strategy is discussed on page 46.

906 0¢

Portfolio Integrated  Victoryin Operational Technology
diversification solutions  broadband efficiency innovation

Our portfolio diversification pillar speaks to our desire to expand
and invest in e-commerce, big data, gaming and financial
technology (fintech). We have developed our fintech building
blocks over the past few years, and as at the end of FY2022,
this segment of the Telkom Consumer business had generated
R800 million revenue with a loan book advance of R2 billion and
5.3 million customers. We will step up our efforts in building
this digital business to diversify our revenues.

Under integrated solutions, we aspire to comprehensively
address our customers’ ICT needs by offering end-to-end
converged propositions ranging from connectivity to IT solutions.
We provide one-stop solutions from the broad range of products
and services available within the Group. This includes the
combination of high-speed connectivity services using mobile,
wireless, satellite or fibre technology with ISP, content and
financial services. For business and enterprise, this also includes
hardware and software products, unified communications,
software-defined networking, storage and cloud solutions,
underpinned by cybersecurity and data analytics capabilities.
This enables our customers to source all their ICT services as
pre-integrated solutions through a single channel, with tailored
service level agreements to support their specific needs.

Victory in broadband is the backbone of our strategy, supporting
Telkom's aspiration to become the leading broadband service
provider in South Africa. Over the past few years, we have
invested in both mobile and fibre infrastructure assets to prepare
for 5G, and our combined asset base sets us apart from our
competitors. As at the end of FY2022, we have more than
11 million total broadband subscribers — mobile 10.5 million and
fixed broadband >500k; and 79% of our fixed-line broadband
customers are using 10 Mbps and higher, supporting higher,
data consumption. Openserve is one of the market leaders in
the South African fixed market with approximately 840k homes
passed and a leading fibre to the home (FTTH) connectivity
rate of more than 46%.

Tower assets

ATelkom snapshot  Leadership reflections  Value creation

FY2022 performance  Transparency and accountability ~ Appendices 17

This year has been a milestone year in terms of victory
in broadband with the additional mobile spectrum we
secured. We obtained 20 MHz of 800 MHz and 22 MHz
of 3500 MHz for R2.1 billion. Telkom’s total spectrum
portfolio now stands at 170 MHz across all bands.
The newly acquired spectrum will enable us to offer a credible
5G proposition. The sub 1 GHz enables us to deploy network
more efficiently and increase coverage.

By connecting the home to fibre, we win a
long-term customer and secure a stable digital
platform to offer more services.

Our drive to promote operational efficiency has yielded
positive results for Telkom. Despite our legacy business with
high margins declining, Telkom has been able to maintain its
EBITDA around 27%. This was achieved through our sustainable
Cost Management Programme, which seeks to contain opex
growth below inflation and optimise our cost to serve. We will
continue to seek operational efficiencies and exploit our scale
in infrastructure to lower the cost to serve our customers.

Under the technology innovation pillar, we have been
modernising and building a state-of-the-art network. As at
the end of FY2022, we had grown our mobile stations by 13.7%
to 7 313 while 4.5G? sites had grown by 42.4% to 6 451. We
continue to aim to maintain a fibre backhaul ratio of 70% to
80%. This paid off well, allowing us to effect quick backhaul
upgrades at sites where additional traffic was anticipated. As at
the end of FY2022, 68% of our base stations had fibre backhaul.
We will continue to invest in our own network while utilising
roaming agreements to supplement our network footprint,
providing our customers with national coverage.

Below is the profile of the infrastructure assets we have
significantly invested in over the past few years.

InfraCo? presents significant Value Unlock opportunities

((e)
N\ swiftnet

Full portfolio of towers

Productive portfolio

Growth towers: 1 or fewer tenants

Mature towers: 2 or more tenants

Anchor tenancy (Mobile and Openserve)

openj)serve

®

Premises covered by fibre-ready nodes

FTTH

Connectivity rate

World-class managed services operations centre

Undersea landing stations in South Africa

1 Broadband Infraco SOCis a licensed state-owned company in the telecommunications
sector whose legislative mandate is set out in the Broadband Infraco Act No. 33
of 2007.

2 4.5G is essentially LTE Advanced or LTE Advanced Pro.

Data centres carrier-neutral

Certified tier 4 data centres in South Africa

~11 MWIT
~ 6500 m?

78% Occupancy rate

We are committed to our Value Unlock Strategy, which is
premised on our market capitalisation not representing our
intrinsic value. Over and above affirming value, we want to
commercialise our infrastructure assets to drive sustainable
long-term growth.

Performance overview

Telkom grew its earnings with underlying HEPS and BEPS
increasing by 2.5% and 1.4%, respectively, despite a challenging
operating environment. This was due to a significant decline
in finance charges and fair value movements compared to the
prior year. Underlying Group EBITDA was relatively flat, despite
a 1.1% decline in Group revenue to R42.8 billion.

Openserve’s stabilisation path continues and is well underway in
turning around several years of revenue declines. The Openserve
business evolved as customers migrated over the years from
legacy to next-generation. Today, more than half of its revenue is
derived from the new business. However, a pricing gap remains
between the new business and the legacy business. Revenue was
relatively flat for the first time after several years of significant
decline in the legacy business. This was underpinned by growth
in high-capacity links for carriers, an increase in demand for
fibre services, and a slowdown in fixed voice churn. Openserve
continued with its growth trajectory in the fibre market, increasing
homes passed with fibre by 52.7% and homes connected with
fibre by 38.4%. This is in line with its strategy to accelerate the
FTTH footprint while simultaneously focusing on connecting
homes. In the second half of the year, overall fixed broadband
customers increased for the first time in several years despite
the decline in ADSL customers.

Swiftnet, our masts and towers business, increased revenue by
4.4% to R1 292 million, driven by commercialising the existing
portfolio, new tower builds and the rollout of In Building Solutions
(IBS). This performance includes the impact of terminations and
continued focus on modernisation from our Mobile Network
Operator (MNO) customers. We expect modernisation to continue
over the next year, coupled with the deployment of new
base station sites as the MNOs deploy their respective newly
acquired permanent spectrum allocations. In the current
year, the number of productive sites increased by 5.9% to
3916. Swiftnet's profitability was impacted by the change in cost
allocation methodology in the second half of the year. Global
events impacting capital markets led us to review the timing of
the separate listing of Swiftnet on the JSE. In March 2022, the
Board resolved to postpone the separate listing.
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The Mobile business continues to drive growth in Telkom
Consumer. The total Mobile revenue growth of 6.3% was achieved
against the backdrop of an intensely competitive landscape
and challenging economic environment. As the overall macro-
economic constraints materialise, the pre-paid surge has slowed
as the share of wallet spend has plateaued. We grew our pre-paid
customer base by 12% to 14.3 million with the average revenue
per user (ARPU) normalising to pre-COVID-19 levels in line with
management expectations. In the post-paid market, the base
increased by 3.4% to 2.7 million and high levels of ARPUs were
maintained at R212. The legacy fixed-line business remains under
pressure, due to migration from traditional fixed-voice to newer
technologies. The impact of the post-pandemic recovery is still
evident in small and medium businesses. We remain encouraged
by the growth in our non-connectivity/application services which
saw double-digit growth in FY2022.

BCX remains under pressure due to the lingering impact of the
lockdown and the global supply chain constraints and shortages
of semiconductor chips. The second half of the year saw good
growth resulting from investments in new capabilities, progress
made with strategic programmes, and renewed activity in
the market. Revenue declined by 2.6%, mainly impacted by
the IT segment, which faced supply chain pressure while the
Converged Communications business stabilised and then started
to gain momentum. This bodes well following the 6.1% revenue
decline reported in the first half of the year. The improvements in
performance seen in the last quarter across the business signal
a more positive outlook for the next financial year.

We have ensured that our ESG
Strategy aligns to Telkom’s overall
business strategy

Our ESG Strategy was developed considering all aspects and all
parts of our business. The ESG Strategy is supported by our Group
Exco and Senior Leadership and was endorsed by the Board. Our
ESG Strategy aligns with the overall business strategy and our
purpose of seamlessly connecting our customers to a better life.
Our core strategy is underpinned by our drive to create sustainable
economic, environmental and social value. We strive to deliver
digital solutions which enable socio-economic upliftment. We
deploy our network and manage our business in a responsible
way, always considering how our business could contribute to
climate change. We expand and operate our business, including
networks, new products and services, in a way that respects our
natural environment and encourages shared value for all.

We manage our business in such a manner as to
ensure that we are a key trusted partner for our
customers, enterprises and government.

The strategy process also highlighted just how much is already
under way at Telkom, including the Telkom Foundation’s work in
education and enabling learning to continue during COVID-19.
The strategy draws Telkom's existing ESG-related projects under
one banner, breaking down silos and allowing us to consciously
drive and track the strategy.

In the South African context, the “S” in ESG is where we can have
significantimpact. Providing access to the digital world, including
online education and career opportunities, will profoundly change
the lives of many South Africans.

Delivering on our ESG Strategy will not be a box-ticking exercise.
We are embedding the strategy throughout the Group and
setting up quantifiable measures to track our progress. The
next step is for the Board to link ESG performance measures
to management’s short and long-term incentives for FY2023
and for Group Exco to implement accordingly.

Telkom is using latest technology to
enhance customer experience

In a highly competitive landscape, the customer experience
we deliver affects our reputation, customer attraction and
retention. We continually invest in products, services, systems
and employee training to ensure our customer expectations are
met. In FY2022, we made solid progress in improving customer
service. This progress is visible in the uptick of our Orange Index
scores, which measure client retention. We focused on first-
time call resolution and reducing customer effort to resolve
customer issues as fast as possible. Through empowering our
employees, we have seen a dramatic improvement in first-time
call resolution, up to 87% now.

Self-service is an increasingly important component of the
customer experience. We communicate with customers on
the platforms they prefer. Our customers can resolve their
queries at any time through WhatsApp, without the need to
contact a call centre. In July 2021, we launched a chatbot!
on Twitter to respond to customer social media queries and
complaints, and more recently during May 2022 we launched
our bot on Facebook too. We are always interested in adopting
new technologies that match our customers’ behaviours.

Delivering sustainable shareholder
returns is a key focus area going
forward

A solid financial framework to support the Group strategy and
deliver sustainable shareholder returns is essential. We will
enhance our financial framework in FY2023 and we expect the
Group to return to growth. Telkom Mobile secured third position
in the (local) market. Going forward, we expect Telkom Mobile
to grow in line with its industry peers. In addition, we expect
Openserve to start growing in the next financial year, supporting
top-line growth. Given the deceleration in growth in Telkom
Mobile and the continuous decline in the legacy business, we
expect Group revenue to grow at mid-single digits percentage
over the medium term. Our sustainable cost management is
also expected to deliver mid-single digit EBITDA growth over
the same period.

The release of spectrum provides upside to our growth ambitions
in the long term. Telkom Mobile obtained 50 MHz contiguous
spectrum in 3500 MHz to support its data-led strategy. The
industry will require a significant amount of masts, towers and
fibre backhaul to connect to the base stations. Our infrastructure
businesses, Openserve and Swiftnet, are well positioned to
capture this opportunity. We expect to continue to invest in
the business, with a capex to revenue ratio of 16% to 18% per
annum, and to maintain a healthy balance sheet of net debt to
EBITDA of 1.2x (including the acquisition of spectrum).

1 A chatbot computer program designed to simulate conversation with human
users, especially over the internet

ATelkom snapshot  Leadership reflections  Value creation

FY2022 performance  Transparency and accountability ~ Appendices 19

FY2022 was a reset year following changes in the global
market and regulatory environment, an intensely competitive
landscape and the weak macro-environment. We concluded
that our strategy framework remains relevant, and that our
broadband-led strategy is the backbone of our PIVOT strategy.
Over the past few years, Telkom invested in 5G infrastructure
assets, and these set us apart from our competitors. In some
of our businesses, we want to strengthen scale and capability
to drive growth. Here, we are exploring local and international
partnerships.

Telkom remains committed to the Value Unlock Strategy, which
is premised on Telkom’s market capitalisation not representing
its intrinsic value. Our key focus is to drive maximum shareholder
value. The suspension of the separate listing of Swiftnet due to
volatile capital markets was to protect shareholder value. Our
strategic approach going forward is to affirm the valuation of
these businesses and their contributions to the valuation of
Telkom while ensuring long-term sustainable growth for the
Group. To this end, we will continue to explore all strategic
options that support our Value Unlock Strategy, which seeks
to maximise shareholder value. In support of this approach,
we will place more emphasis on driving execution and delivery
against our Value Unlock Strategy.

Returning cash to shareholders remains a key element of our
capital allocation framework. Telkom is in year two of the three-
year dividend suspension period. The Board remains committed
to reinstating the dividend policy at the end of FY2023 in line
with the Board commitment on suspension of the dividend
policy in FY2020. The Board is reviewing the dividend policy. It
is imperative for Telkom to generate sustainable positive FCF to
reward shareholders. In FY2022, acquisition of spectrum took
priority in line with the capital allocation framework principles
of prioritising growth.

We are looking forward to a more
stable regulatory environment

Despite a challenging regulatory environment, we are hopeful
that all of our interactions with regulators will result in a more
transparent, stable and equitable regulatory environment.

Spectrum auction

Telkom acquired 20 MHz of 800 MHz and 22 MHz of 3500 MHz
for R2.1 billion. Telkom made a payment of R1.1 billion in
FY2022, with the remainder of the payment being due when
the sub 1 GHz spectrum, currently occupied by broadcasters,
becomes available. However, this licensing process was subject
to a court challenge by Telkom, which has since been settled.
Telkom opted for a forward-looking settlement with ICASA,
addressing Telkom's principal complaints regarding ensuring fair
competition in the sector while providing a level of regulatory
certainty.

Telkom will use the newly acquired spectrum to support its
strategy of building a data-led network. Given South Africa’s
dual economies, Telkom believes that 4G and 5G will co-exist
for some time and is expanding its network based on current
data traffic and readiness for 5G deployment. Today, 93% of
Telkom'’s data traffic is on a 4G network and 68% of Telkom
Mobile sites use fibre backhaul, giving Telkom the edge for 5G
deployment. The acquisition of 22 MHz of 3500 MHz enabled
us to secure a consolidated 50 MHz of contiguous spectrum,
giving us high spectral efficiency for optimal 5G deployment.

Based on ICASA's undertaking to consider the competitive
effect of spectrum-sharing arrangements, Telkom withdrew the
referral of the Vodacom and Rain spectrum arrangement to the
Competition Tribunal. Telkom is of the view that a broader public
process by the sector regulator would be far more effective in
addressing the implications of the licensing of spectrum on
competition, including spectrum arrangements. In line with
the settlement, ICASA undertook to conduct the necessary
consultative processes and complete the licensing process
within FY2023.

Appreciation

I'am thankful to our stakeholders who have continued to support
us during uncertain and difficult times.

Our employees continued to perform strongly and have adjusted
to new ways of working, including a hybrid model of working
from home and the office. Our recent wage negotiations in March
and April 2022 went smoothly and swiftly. This demonstrates
that our labour unions understand the pressures our Group is
facing and the positive co-creative relationship we enjoy.

On a personal note, | thank Sipho Maseko for his commitment
to a seamless leadership transition. Sipho was instrumental in
both value creation and setting up our Value Unlock journey.
Thanks to his guidance, Telkom is a leaner and more efficient
organisation primed for the future.

| also thank our Board for their ongoing support and
responsiveness. They dedicated significant time at several
extraordinary Board meetings to consider pressing matters.

Finally, our customers, communities and dealers continue to
support Telkom. This ongoing belief in our brand provides a
solid foundation for future growth.

Serame Taukobong
Group Chief Executive Officer (GCEQ)
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Key themes from Telkom'’s financial performance

Revenue Stable
profitability
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©
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Financial Officer’s
report: FY2022
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Dirk Reyneke
Group Chief Financial Officer

Revenue headwinds

v

Group revenue declined marginally by 1.1% to
R42 756 million, supported by the Mobile business.
Despite the intense competition and challenging economic
environment, Mobile's service revenue increased by 3.3% to
R17 505 million, underpinned by strong customer growth
and stable post-paid ARPU. The customer base grew by
10.5% to 16.9 million at a blended ARPU of R90, with a
post-paid ARPU holding firmly at R212.

Group top line under pressure

This performance was offset by a decline in the fixed
and IT businesses, which remain under pressure due to
the challenging operating environment and a decline in
the fixed business as customers continue to migrate to
modern technologies such as fibre and LTE. Although these
businesses’ top lines declined compared to FY2021, the rate
of decline improved compared to the first half of the year.

Group performance remained under pressure
in FY2022, primarily due to the lingering
impact of the COVID-19 lockdown, global
supply chain constraints and shortages of
semiconductor chips. This was exacerbated
by an intensely competitive trading
environment.

Salient features

Group operating revenue decreased
1.1 % to R42.8 billion

Despite the revenue headwinds, our
profitability and earnings remained stable,
underpinned by our sustainable cost
management. We are pleased that our
balance sheet remains stable.

EBITDA decreased 0.5%*
to R11.9 billion

Sl VAN

Stable profitability

%

Revenue headwinds offset

Headline earnings per share (HEPS) by strong cost control

increased 2.5%' to 575.3 cps

S

A solid financial framework is imperative
going forward to support the Group
Strategy and deliver sustainable returns
for shareholders.

Underlying Group EBITDA is stable at R11 908 million and
the EBITDA margin expanded by 0.2 ppts to 27.9%. This
was underpinned by our sustainable Cost Management
Programme, which aims to contain opex growth below
inflation and optimise cost to serve. Opex declined by 4%
year on year despite an average Group-wide salary increase
of 6%, which was effective from 1 April 2021.

Basic earnings per share (BEPS)
increased 1.4%' to 536.6 cps

£

Exceptional item impacting financial
performance

VSP, VERP
and S189

No further restructuring costs were
recorded in FY2022. An expense
of R270 million was recognised in
FY2021, with a related tax impact
of R76 million.

Free cash flow decreased 200.8%
to a negative R2.1 billion?

EBITDA analysis

Net debt to EBITDA decreased 0 R . o ) 2
0.3 times to 1.2 times? O} S o o ) N
v
EBITDA EBITDA margin

1 Excludes the impact of VSP, VERP and S189 costs of R270 million and the
related tax impact of R76 million in the comparative year. * Total cost includes direct and operating expenses.

2 Includes spectrum funding of R1.1 billion.

earnings

Stable
balance

Free cash
flow under
pressure

sheet

The stability in the fixed business is attributable to a decline
in fixed voice churn and an increase in usage, as there was
improved economic activity in FY2022 compared to FY2021.

Masts and towers revenue increased by 4.4% to
R1 292 million. The growth in revenue was driven by
commercialising the existing portfolio, new tower builds,
and the rollout of IBS. Commercially non-productive towers
were decommissioned as we continued to optimise the
operational efficiency of the portfolio.

The impact of the post-pandemic recovery is still evident
in small and medium businesses. We remain encouraged
by the growth in our non-connectivity/application services
with a 13% growth to R827 million in our mobile financial
service and micro-content services.

As a result of our deliberate strategy of investing in new
revenue streams, we evolved our business from a legacy to
a next-generation business. The next-generation revenue
streams now contribute more than 70% to Group revenue.

Mobile's cost to serve was optimised despite the increase
in costs associated with the post-paid market such as
distribution channel costs. The improvement in cost to serve
was enabled by optimised roaming costs as we maintain
stringent roaming traffic thresholds and migrate traffic to
our network, supported by the ongoing network investment.

The reduction in opex and optimisation of our cost to serve

resulted in a reduction in our total cost to revenue ratio,
which reduced by 0.1 ppts to 73.7% as shown below.

FY2020

FY2021
FY2022

27.9%
76.8%
73.8%

v

Total cost to revenue ratio*

21
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Stable earnings growth Zl_u

Stable profitability and lower
finance charges drive earnings growth

Reported HEPS increased by 10.2% to 575.3 cents while
reported BEPS increased by 9.5% to 536.6 cents compared
to FY2021. Excluding the VSP, VERP and S189 costs in
FY2021, underlying HEPS increased by 2.5%*! and BEPS
by 1.4%! year on year. This was due to a significant decline
in finance charges and fair value movements compared to
the prior year.

Finance charges and fair value movements declined by
16.2% to R1 279 million, largely as a result of lower finance
charges. Lower interest rates as well as the settlement of the
SARS liability in the prior year resulted in finance charges
reducing by 17.7% to R662 million. Our funding strategy
allowed us to balance our cost of debt ratio to 53:47 floating
to fixed. This ensures that the risk of changes in interest rates
remains balanced.

1 Excludes the impact of VSP, VERP and S189 costs of R270 million and the
related tax impact of R76 million in the comparative year.

Free cash flow under pressure

Spectrum investment, prior year
capex overhang and revenue decline
negatively impacted free cash flow (FCF)

Cash preservation remains key in the current volatile
economic environment. We generated negative FCF of
R2 080 million largely due to R1 142 million invested in
spectrum. Excluding the impact of spectrum acquisition,
we generated an underlying negative FCF of R938 million.
The decline in underlying FCF is largely due to the capex
overhang of R1 070 million relating to prior year capex that
was settled in the current year, revenue decline and working
capital movements. Working capital deteriorated in the
current year, despite R1 009 million of handset financing.
The deterioration in working capital is largely due to timing
of cash flows, as a result of an increase in post-paid mobile
handset sales and purchases following the gradual re-
opening of the economy post the COVID-19 lockdown.

Stable balance sheet E

The balance sheet remains stable with
adequate capacity to fund our strategy

In FY2022, we settled a R193 million debt in line with our debt
maturity profile. This is over and above the R1 400 million
matured debt repaid in the prior year. We have adequate
balance sheet capacity to fund our strategy despite the
acquisition of spectrum of R1 142 million in the current
year, which resulted in net debt to EBITDA increasing to
1.2x. Excluding spectrum, net debt to EBITDA is 1.1x driven
by a 35.2% decrease in the cash balances at the end of the
year and additional leases to support Mobile, thus increasing
IFRS 16 lease liabilities.

BEPS and HEPS movement

FY2020
FY2021

FY2022
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FY2022 FY2021 Change
FCF movement Rm Rm %
Cash generated from operations
spectrum costs paid 9886 14 383 (31.3)
Repayment of lease liability (1076) (856) (25.7)
Interest received 235 332 (29.2)
Finance charges paid (1188) (1291) 8.0
Taxation paid (764) (2 194) 65.2
Operating free cash flow before
capital expenditure 7093 10 374 (31.6)
Spectrum acquisition (1142) - (100.0)
Cash paid for capital
expenditure (8031) (8311) 3.4
Free cash flow (2 080) 2063 (200.8)
Free cash flow excluding
spectrum (938) 2 063 (145.5)
FY2022 FY2021 Change
Rm Rm %
Cash balances 3239 5002 (35.2)
Interest-bearing debt 11932 10 866 (9.8)
Operating balance 10 866 12 005 95
Net funding repaid (193) (1132) (83.0)
Spectrum funding 1150 - (100.0)
Other 109 7 (1457.1)
Lease liabilities 5374 4972 (8.0)
Opening balance 4972 4775 (4.1)
IFRS 16 lease liability raised 402 197 (104.1)
Net debt 14 067 10 836 (29.8)
Net debt/EBITDA times 1.2 0.9 (0.3)
Net debt/EBITDA times
excluding spectrum funding 1.1 0.9 (0.2)
Average cost of debt (%) 6.5 6.2 (0.3)
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Stable balance sheet wntinued

Fixed to floating debt ratio

54%
46%

GCFO's key focus areas

Financial framework to drive
sustainable growth

FY2022 has been a reset year following changes in the global
market, regulatory environment, intense competitive landscape,
and weak macro-environment. A stable financial framework to
support the Group Strategy and deliver sustainable returns for
shareholders is key going forward. We will focus on enhancing
our financial framework where the Group is expected to return
to growth from FY2023.

Our Mobile business has grown ahead of the market and secured
a third-market position. Going forward, we expect Telkom Mobile
to grow in line with its industry peers while we expect overall
fixed data revenues to start growing from FY2023.

We will continue to focus on the following to maintain a stable
financial framework:

- Existing revenue streams

- Our sustainable Cost Management Programme

- Capex to fund growth

Stable balance sheet

Value Unlock

Growth in Mobile, fibre and the masts and towers business
enables us to grow and defend our revenues.

Tight control on cost escalation through our sustainable Cost
Management Programme, with a focus on legacy and roaming
costs allows us to contain opex below inflation and optimise
our direct costs.

We will continue to maintain a disciplined capital allocation
framework, thus growing shareholder value over the long term.
In allocating capex, we will prioritise capex investments that
give us a reasonable return, i.e. WACC + 2% - 3%.

Protecting our balance sheet remains a key focus area to fund
growth and withstand the volatile trading environment.

Fixed
Floating
50% 47%
50% 53%
Outlook

Medium-term guidance

Given the slowdown in growth in the Mobile business and
continuous decline in the legacy business, Group revenue will
grow at mid-single digits over the medium term to FY2025.
Underpinned by our ongoing sustainable cost management,
we aim to grow Group EBITDA at mid-single digits over the
medium term to FY2025. We expect to continue to invest in the
business with a capex to revenue ratio of between 16% and 18%
per annum and to maintain a healthy balance sheet with net
debt to EBITDA of 1.2x (including the acquisition of spectrum).

FY2023 - FY2025

Guidance*
Revenue (CAGR) Mid-single digits
EBITDA (CAGR) Mid-single digits
Capex to revenue ratio 16% - 18%
per annum*
Net debt to EBITDA (times) Less or equal to 1.2x

* Excluding spectrum acquisition

Dividend policy

Returning cash to shareholders remains a key element of
our capital allocation framework. Telkom is in year two of the
three-year dividend suspension period. The Board remains
committed to reinstate the dividend policy at the end of
FY2023 in line with the Board commitment on suspension
of the dividend policy in FY2020. The Board is reviewing
the dividend policy. It is imperative for Telkom to generate
sustainable positive FCF to reward shareholders. In the current
year, acquisition of spectrum took priority in line with the
capital allocation framework principles of prioritising growth.

Dirk Reyneke
Group Chief Financial Officer (GCFO)
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Inputs l
o > Outcomes
Equity invested by shareholders Business
Financial Retained earnings ﬁ e .
capital Debt funding activities - Operating profit of R4 933 million (FY2021:
Network footprint including R5 103 mlllldo?l) ?f which 53.3;10/? (FY.ZO?:IL 51..4%))
mobile, wireless, fixed lines (fibre We connect our customers was retained for future groch retaine earm.n(_.;s
and copper), national backhaul and provide solutions or Cash generated from operations of R9 886 million [ )
(connectivity of base stations) infrastructure to corporates. (FY2021: R14 383 million)
Base stations, masts and towers, Telkom'’s enabling and support Repayment of debt of R193 million and
~  Productive fixed-line exchange, properties functions play an important interest paid of R1 188 million
~ capital (most|g accommodating exchange r0|e.m bw!dlng a sustainable Net debt/EBITDA ratio of 1.2x (FY2021: 0.9x)
and switch equipment) business, including strategy, - - - : -
Soect human resources (HR), legal PC 10.5% increase in active mobile subscriber base
pectrum and compliance, finance, etc. to 16.9 million
our busi del Data centres We elaborate on the various 3.8% increase in mobile broadband subscribers
U ISR (ee = = Office and retail buildings business activities throughout to 10.7 million
Material aspects of our value Group culture this report. More than 170 241 I_<i|ometres of fibre deployed
creation process 26 Remuneration policies and (FY2021: 169 000 kilometres)
h Id tei . oo structures that aim to attract and R8 693 million (FY2021: R9 042 million?) paid to
S URIAE] T3 (e plehas (I il '::r?tzrl‘ retain the required skills HC  employees and Directors in remuneration and
Engaging with our stakeholder 32 P Experienced and skilled leadership benefits, creating local employment
- Training, Talent Management and Group employees: 11 898 (FY2021: 12 039)
Enterprlse.”Sk management Succession Planning programmes OUtpUtS _ Investment in employee training and development,
and compliance 38 Employee Wellness programmes incll_Jding femalelleadershi.p, enhances_ our_human
Our strategy review 46 Recognisable brands such as Tell , - g capital and co_ntrlbutes t_o increased diversity i
Telkom, BCX, Openserve, Gyro elkom’s products an Talent and Skills Attraction Programmes contribute
and Ye;él ' ' services can be divided to Telkom'’s pipeline of young, diverse talent, which is
r resea;ch and development into five categories. essential for future sustainability
~ Intellectual Internal policies, procedures and . Our ICT solutions provide state-of-the-art converged
ﬁ\ capital frameworks such as Telkom’s 1. Connectivity IC solutions to customers and update our customers’
governance framework, enterprise > Infrastructure | knowledge of our projects and services
risk management (ERM) Education initiatives of Telkom Foundation reach
framework and environmentql _ 3. State'Of'the'_art S&RC  |earners and teachers
management systems to maintain next-generation Small business development through the
o compliance and internal controls network FutureMakers Programme - R302 million in
ur Telkom'’s Group Ethics Handbook procurement opportunities accessed by businesses
business model =] vEles ¢ 4.Converged ICT (FY2021: R105 million), contributing to transformation
Ethics pledge solutions in South Africa
: . . Investment into Telkom . We apply international best practice, comply with laws
This report_d|5CU5595 Telkom'’s . Social and Foundation and the FutureMakers ¢ 5 Digital presence NC  and maintain our environmental and social licences to
value creation process and [Sal relatio_nship Programme and e-commerce operate to minimise our impact on the environment
elaborates on the inputs we rely capital Stakeholder engagement activities _ 4 Environmental Management Programmes reduce
on, the highlights and challenges and reputation management For more |nformat|on, _ water and electricity usage and increase the use of
of our key business activities, Partnerships with IT application refer to the busme;s Urc;ltth renewable energy to support the future availability
c i overview on page /7 and tne of these resources
the products and services we providers _and other key partners i !
el Ejoutputs) s — and suppliers product|v5e4cap|tal chapter Total carbon footprint? of 1 136 574 tCO,e
) . - o on page >4. (FY2021: 628 920 tCO.e)
we achieved (outcomes). This We require electricity (which in 2
diagram prov(ides a Syni)psis of g Natura! south Africa is predominantly
our business model and should 12 capital generated by using coal), water For more information about these outcomes, refer
i and copper to the integrated performance snapshot on page 10
be read with the rest of the and the FY2022 performance section on page 20.
report.
N
1 Excludes the impact of VSP, VERP and S189 costs of R270 million and the
related tax impact of R76 million in the comparative year.
2 The increase is due to improved baseline calculation methodology.
® ® o o [ J
OO B L L 0 0 O O A A e A A R A A A R IR
N @




26 Telkom Integrated Report 2022

Material aspects of our
value creation process

We define our material themes as the factors that substantively affect our ability to create value for
stakeholders over time. Management’s materiality determination process and the material themes were
approved by the Group Exco, the Audit Committee and the Board.

Materiality determination process

We consider internal and external factors, relying on established processes to identify and confirm our material themes. This process
is set out below, with cross-references to where more information can be found.

Local-global economic
headwinds

ICT sector and
technology evolution

Intensified competition

Regulatory
environment

Unstable and
unpredictable
regulatory
dispensation

Market forces and
disruption exacerbating
competition pressures

Inability to attract
and retain a suitable,
resilient and healthy
workforce to service
and support the
changing ecosystem

Increased focus and
scrutiny on ESG
matters

Financial sustainability

Macro socio-economic
instability

Prioritised based on
materiality and impact
assessment

Page 28

Reviewed
strategic risks most
significant to the
Group's ability to
achieve strategic
objectives

Page 41

Prioritisation
process

Page 27

We reviewed

their material

interests, needs and
expectations, including
key concerns

I

- .

Page 32

Reviewed Board and
subcommittee key
discussions

Page 102

Our material
themes are similar
to FY2021

Page 27

Engaging the regulator
on spectrum allocation

Customer centricity

-—

Succession planning

Board skills

Supporting an ethical
culture

Regulatory
environment

Intense competitive
landscape

Customer expectation
and experience

-—

Cyberthreats

Economic climate

People skills and
expertise

Evolving technology
and ICT market trends

Climate change

Material themes
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Our material themes represent a prioritised view of our material matters and were considered in compiling this report. The current
impact of these matters are reflected in our FY2022 performance discussed on page 27 and the GCEQ's report on page 16.

Regulatory
environment

¢

Telkom operates in a highly regulated environment affected by policy
uncertainty and inconsistency, and continuously evolving regulations
and legislation. We are also affected by international regulatory trends,
irrespective of the different operating contexts, the South African political
environment, and the resources required to implement new or changing
regulations.

The world we operate in,
page 28

Strategic risks,
page 40

Intense
competitive
landscape

The competitive landscape includes OTT players and other non-traditional
entrants disrupting the market, and the convergence of telecommunications,
technology, media and consumer electronics.

This provides us with collaboration opportunities with OTT players and
requires Telkomto sharpen its focus on capital allocation, cost optimisation,
business growth, innovative products and services, and customer satisfaction.

The world we operate in,
page 28

Strategic risks,
page 40

Customer
expectations
and experiences

®

Our customers expect a differentiated value proposition where they receive
value for money. Their experience is influenced by price, available products
and services, service speed and reliability, data security, and IT system
stability.

In the context of Telkom’s competitive landscape, customer experience
affects our reputation and customer attraction and retention. Therefore,
Telkom must appropriately invest in products and services, systems and
employees to ensure customer expectations are met.

Stakeholder engagement,
page 32

Strategic risks,
page 40

Productive capital,
page 52

Cyberthreats

Cyberattacks and data breaches can potentially impact Telkom’s service
levels, leading to customer dissatisfaction, reputational damage, business
disruption and loss of revenue. This requires continuous focus on information
security and business continuity plans. Cyberthreats provide the Group with
opportunities to develop new customer solutions (information security).

Strategic risks,
page 40

Intellectual capital,
page 74

Economic
climate

Local and international economies influence Telkom’s ability to grow the
business, the cost of doing business and customers’ spending power. This is
affected by muted South African economic performance, the South African
political environment and geopolitical pressures, investor and business
confidence, financial risks related to liquidity and foreign exchange and
interest rate exposure, effectiveness of cost optimisation efforts, and
socio-economic factors, such as the high youth unemployment rate. This
is exacerbated by the impact of COVID-19.

The world we operate in,
page 28

Strategic risks,
page 40

People
skills and
expertise

Telkom requires skilled employees in ICT, digital and other areas to develop
products and solutions to generate future revenue and provide the expected
level of service to customers. We compete for scarce, specialised and technical
skills with traditional and non-traditional players, locally and internationally.
Gender and race diversity, the premium paid for skills and experience, and
the anticipated future skills pipeline (fourth industrial revolution) impact our
attraction and retention of talent. Telkom empowers and enables employees
to work from home and continues to focus on skills development.

Stakeholder engagement,
page 32

Strategic risks,

Evolving
technology
and ICT market
trends

¢

Telkom needs to remain abreast of advances in ICT and disruptive technology.
We need to ensure long-term viability by developing innovative products and
services and enhancing the Group’s networks and infrastructure. This requires
appropriate infrastructure, network investment and skilled employees to
support product development and delivery. Focus areas include our ongoing
investments in fibre and mobile infrastructure while optimising the return
on invested capital (ROIC).

page 40

Human capital,
page 78

The world we operate in,
page 28
Strategic risks,
page 40
Strategy review,
page 46

GCFO report,
page 20

Climate
change

Telkom needs to mitigate and adapt to climate change impacts (specifically
extreme weather conditions) and use our resources responsibly to protect
our business and the environment. These impacts can occur on our direct
operations (operational impacts) or from poor customer service stemming
from acute and chronic weather conditions (reputational and strategic
impacts). Incurring penalties and fines will impact our reputation as a good
corporate citizen.

Strategic risks,
page 40

Natural capital,
page 90
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The world we operate in

We keep abreast of local and global trends to assess their potential impact on our markets and

customers. We review our strategy to capture new opportunities and mitigate emerging risks created by

changes in our operating context.

Key external themes Estimated timeframe in which it will Related material theme
significantly impact Telkom?
Short-term Medium-term Long-term
) - Economic climate

a Local-global economic _ _ - Climate change

headwinds J

ICT sector and - People skills and expertise
e technqlogg - Evolving technology and ICT

evolution market trends

) - Intense competitive landscape

e Intensified ) g

competition - Custo_mer expectations an

experiences

o Reg_ulatorg C——pf———° - Regulatory environment

environment

1 For this report, short term is the next financial year (ending 31 March 2023), medium term is the period to 31 March 2025 and long term is beyond April 2025.

Local-global economic

headW' nds Recovery of South Africa’s GDP growth rate in 2021 |
Year-on-year growth (%)

Context
GDP growth (real)

South Africa had a strong economic recovery from

the ongoing COVID-19 pandemic, despite the unrest,

cyberattacks and strikes during July 2021. Real

gross domestic product (GDP) growth increased

to 4.9% in 2021, following the large decline of

e GDP growth (real)

6.4% in 2020. GDP is expected to grow by 1.7% in
2022. This slowdown in growth is due to a fading 5.0
rebound from the COVID-19 pandemic, alongside 4.0
stagnant global economic growth due to the conflict 30
in Eastern Europe and rising global inflation. Real GDP :
is expected to grow by 1.8% in 2023, but this may 2.0
be impacted by extreme weather conditions (e.g. 10
severe droughts or high-intensity tropical cyclones) :
linked to climate change. 0.0

-1.0
Implications for our strategy e
We consider the risk of higher borrowing and input -3.0
costs due to higher inflation and high commodity -4.0
prices. We focus on sustainable cost management 50
and targeted capital investments to mitigate the i
downside risk of lower economic growth and -6.0
climate change considerations. Risks associated 70 =
with climate change are integrated into Telkom’s ©
risk identification, management and assurance
processes.

m < n () ~ 0 a o

Further reading = S S S o o b= S
Page 28 e £ & &© & & & &
Page 46

Source: Stats SA National Accounts and Mid-year population estimates.

Population growth rate (real)

4.9

FY2021
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ICT sector and technology evolution

Context

It is expected that remote working practices will continue to support hybrid work from home/office policies in FY2023 and
beyond. Despite some return of face-to-face interactions, there is still demand for good quality, high-speed broadband
services that enable streaming and video-heavy collaboration tools.

Customers still demand fibre and mobile services that can adapt flexibly to their requirements. New business models are
emerging as the role of service providers evolves beyond network security to end-to-end security. The growth in cloud
services (41% growth in 2021) leads to a decline in traditional on-premises enterprise technology products and services.
As a result, integrated cloud/SD-WAN solutions are becoming increasingly important enablers for integrated security, home
broadband and office applications. This increases the demand for people with skills in emerging technologies such as cloud,
data analytics, automation and Al.

Implications for our strategy

Telkom ensures that the end-to-end communications network (access, aggregation and transmission) is constantly available
and can scale appropriately in line with increased subscribers and exponential traffic growth.

We develop integrated solutions for selected vertical markets, including health and retail. These combine connectivity and
information security with tailored ICT applications to expand South Africa’s digital footprint. There are opportunities to use
aggregation nodes and new network topologies to bring data centres and cloud-based computing power closer to the edge.

We seek an optimal balance between crafting meaningful partnerships and developing internal skills and capabilities to
meet customer expectations. Over the past year we have hired additional data analysts, Al specialists, cloud architects and
cybersecurity experts to boost our capabilities in these areas.

Further reading
Page 46
Page 74
Page 84

The growth in total IT services is forecast to be driven by cloud services growth from
2022 to 2026 | South Africa IT services revenue

Other (non-cloud) IT services

I Cloud services

70
65
60
55
50
45
40
35
30
25
20
15
10

65 384

42 888

17 545
24141

FY2020
FY2021
FY2022
FY2023
FY2024
FY2025
FY2026

Source: ICT market sizing, BMI-T March 2022
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Intensified competition

Context

The South African ICT sector remains highly competitive, with an increasing focus on customer experience. The increasing
demand for communications, particularly data services, resulted in price reductions across major network providers (fixed and
mobile). The ongoing state of emergency resulted in customers seeking cost-effective connectivity to live, work and play at
home. As fixed and mobile network operators invest heavily in network infrastructure, capacity and coverage are enhanced.
They seek ways to monetise their investments through competitive and disruptive pricing.

We expect competition from the two leading mobile operators to increase further, following the release of additional spectrum
in the March 2022 spectrum auction.

Implications for our strategy

Telkom'’s data-led strategy remains the central focus and we maintain a value-led pricing strategy across all product portfolios.
The continued investment in fixed and mobile network technologies aims to provide customers with quality network experiences
at affordable prices. Many of Telkom'’s segmented customer value propositions have been replicated by competitors, enforcing
the notion that Telkom continues to lead the data market.

As data becomes more affordable and pricing parity is reached, differentiation through value-added services and non-
connectivity revenue remains critical. We are working tirelessly to offer customers true fixed and mobile convergence to expand
our integrated product offerings. We are pleased to note that our efforts to improve customer experience are bearing fruit,
with Telkom recording the largest year-on-year improvements in reputational and operational net sentiment relative to the
other local wireless network providers (2021 South African Telecommunications Sentiment Index, Deloitte).

Further reading

Continued fall in South African fixed broadband ARPU,
despite growth in broadband connections* | Broadband connections

Fixed broadband connections
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Regulatory environment

Context

The release and licensing of additional high-demand spectrum are key to determining the future structure of South Africa’s
mobile communications market as it continues the transition from mobile voice to mobile data services (see adjoining chart).
After following a legal process to ensure that the high-demand spectrum is licensed pro-competitively, Telkom reached an
out-of-court settlement with ICASA on 8 April 2022. In terms of the settlement, ICASA has undertaken to auction the unsold
800 MHz lot and any other spectrum that is presently available for licensing (except for the spectrum set aside for the WOAN)
before the end of the current financial year. Here it will consider the spectrum holdings emanating from the recently concluded
auction, including the imbalances in the sub 1 GHz bands and the impact of the outcome of the auction on competition in
the mobile market. Furthermore, ICASA has undertaken to conduct an inquiry into the existence of a secondary market for
spectrum. This will include assessing whether there is a need for regulatory intervention.

ICASA published the mobile broadband services regulations and reasons document on 31 March 2022. These regulations serve
to monitor the activities of our competitors in the markets in which they have found to have significant market power, namely
the markets for mobile retail services, wholesale site infrastructure access (including access to DAS) and national roaming.
Telkom trusts that the regulations will assist in achieving a more level playing field where it can compete more equitably.

ICASA's current call termination review will determine the call termination rates for the next three years. Telkom hopes that
the new glide path will assist in supporting pro-competitive outcomes in the voice market.

Implications for our strategy

Telkom remains steadfast in its belief that enabling competition in the electronic communications sector is paramount for
the health of the sector and the economy at large. To achieve this, the licensing process of spectrum needs to be carried out
in a responsible and pro-competitive manner. We remain cooperative in seeking a solution that ensures the future process
of assigning high-demand spectrum will result in a market structure that supports fair and effective competition with the
larger mobile operators. Similarly, Telkom is supportive of a pro-competitive approach to the mobile broadband services
inquiry and call termination rate review.

Telkom trusts that the call termination review will prove that retaining the current approach to mobile termination asymmetry is
pro-competitive and that the reintroduction of regulated international termination rates will assist with curbing by-pass fraud.

Further reading

South Africa’s service revenue for mobile data becomes
significantly higher than for mobile voice* | Revenue

o Mobile voice services

e Mobile data services
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Engaging with our
stakeholders

Strong and constructive stakeholder relationships
built on trust, respect, transparency, constructive
engagement and ethical business practices are
important to Telkom.

Telkom commits to open communication and engagement
with its stakeholders on diverse matters. We strive to engage
with and respond to our stakeholders’ concerns appropriately
and timeously. We aim to create value for Telkom and society
through active stakeholder engagement.

Our stakeholder engagement framework and policy guide how
we manage our stakeholder engagements. The Stakeholder
Management Programme is structured to identify stakeholders,
engage with them, and understand their challenges and
expectations. Telkom considers these in its strategic and
operational objectives and targets.

Our key stakeholder groups are consistent with FY2021 and we
engaged them regularly through appropriate channels.

Stakeholder
governance structure

Ultimate owner of shareholder
management matters and responsible
for managing response strategies.

Social and
Ethics
Committee

Assists the Board in
fulfilling its responsibilities
by ensuring key
stakeholder relationships
are effectively managed.

Ensures commitment
to effective stakeholder
management.

Considers critical
stakeholder matters and
@ reviews and discusses the
-V stakeholder management
- profile. Members are
assigned to monitor

groups.

Implements the overall
stakeholder engagement
process through the
approval of the stakeholder
engagement framework
and policy.

specific stakeholder
I_E Management

Monitoring and reporting

We assess the effectiveness of stakeholder engagements and
relations through KPIs that are linked to value creation and
relationship quality. We ensure this is measured accurately
and consistently across the Group. These assessments allow
management to channel time and effort to those relations that
are considered relatively weak.

During the FY2022 we focused on our most material stakeholder
concerns and interventions. This focus will continue in FY2023.
The key concerns during the year were:

- Leadership transition (Chairperson’s report page 15 and
Remuneration report page 135)

- Telkom's lack of revenue growth (GCEQ's report page 16)

- Spectrum auction and legal action (GCEQ's report page 17)

- Customer experience, including resolution of complaints
and issues (productive capital starting on page 54)

- Value Unlock Programme, including Swiftnet's proposed
transaction (GCEQ's report page 17 and Strategy page 48)
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The value we create for stakeholders

Customers

Needs and
expectations

Customers underpin our existence and drive our reputation and brand.

They consume the products and services that generate our revenue. g%
Customer requirements guide product or service development in terms

of new trends. D_D.

- Arelationship of trust and transparency
- Reliable, affordable and value-rich products and services and solutions that support cost management

- Timeous resolution of complaints and issues that reflects quality service, and responsive communication
on relevant products and services

- Effortless transactions and secure information

The value
Telkom creates

- Offering our customers the most compelling voice and data value propositions on the market, be it
budget-friendly for individuals, or high-value data packages enabling businesses to stay connected
while on the move

- Expanding our network footprint and increasing capacity to ensure a better network quality experience

- Selling space on our communications towers enables communications businesses to access their
customers without incurring passive infrastructure development costs

- Engaging our expertise and experience to design, implement and manage our customers’ operational
ICT environments through optimisation of cost and complexity, providing a launchpad for their digital
transformation

Investing in e-commerce marketplace platforms to assist small and medium businesses to grow, which
supports local employment and economic growth

Telkom’s desired
outcomes

Affordable products and services and a compelling value offering
- High-quality and improved network coverage
- Good customer experience, customer retention and an increase in market share

Further reading

Customers’ needs and expectations are valuable to our strategy and to our business units’ strategic
focus areas (page 8). Refer to the productive capital chapter on page 54 for more insight into how we
performed in line with our strategy to meet customers’ needs and expectations.

Investor
community

Needs and
expectations

The investor community creates access to equity and
debt markets. It drives demand for Telkom shares, thereby
impacting our market capitalisation. =

Long-term sustainable return on investment

Clearly articulated investment case

Stabilised debt levels

- Arelationship of trust and transparency and access to management
Improved ESG disclosures
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Investor community continued

The value
Telkom creates

Telkom provides a sustainable return on the investments of financial capital providers through dividend
payments, share price appreciation, capital and interest payments on bonds and interest repayment
on loans.

Telkom’s desired
outcomes

Access to equity and debt markets

- Investor confidence and a fair valuation of share price
- Positive credit rating

- Returns to shareholders

Further reading

This report aims to provide insight into our value creation and prospects. Refer to the GCEQ's report on
page 16, and the GCFO's report on page 20 for an overview of this year's performance. Telkom'’s Strategy
is explained on page 46, and our approach to enhancing ESG disclosures on page 50.
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Employees

Needs and
expectations

- Arelationship of trust and transparency

- Job security and adequate development and career progression
- Fair remuneration and recognition and reward for performance
- A non-discriminatory, safe and flexible work environment

Government

and
regulators

Needs and
expectations

- Arelationship of trust and transparency

- Compliance

- Quality and affordable products and services across South Africa

- Effective competition in the market and confidence of capital providers in the market
- Licensing of spectrum and the WOAN

- Support provided to consumers during the COVID-19 pandemic

- Social impact

The value
Telkom creates

- We provide employment and career development opportunities in a non-discriminatory environment,
supported by an integrated, accessible and flexible Employee Wellness Programme that extends to our
employees’ families. Our remuneration includes various benefits to enhance value to our employees

- Learning and Development Programmes are aimed at fostering employee engagement, broadening
our employees’ skill base and developing skills for future leadership

Telkom’s desired
outcomes

- Productive, innovative and competent workforce
- Talent attraction and retention
- Ethical leadership

Further reading

Telkom has a comprehensive and strategic approach to managing and supporting its human capital.
Refer to page 78 for more information.

The value
Telkom creates

- Contributing to the fiscus through financial contributions such as tax payments, licence fees and
contributions to the Universal Service and Access Agency of South Africa

- Enabling government’s social and economic development mandate through investment in networks
and infrastructure

- Shaping government policies through robust engagement with government, regulators and competition
authorities, and participating in industry forums

- Supporting local procurement and employment and value-adding corporate social initiatives (refer to
communities on page 87 and suppliers and business partners on page 36)

Telkom’s desired
outcomes

- Fair regulations and policies that encourage investment
- Effective competition

Organised
labour

Needs and
expectations

- A relationship of trust and transparency
- Proactive consultation on business changes that impact employees and collaboration on agreements
- A stable workforce

- Continuous commitment to drive skills development, especially considering new technologies and
employment equity progress

- The impact of retrenchments and outsourcing agreements on employment and terms and conditions
of employment

Further reading

Telkom continues to engage the various government authorities and regulators. Refer to the GCEQ's
report on page 16 for more information about our approach to spectrum.

There is continued support for consumers during COVID-19, including specific promotions, zero-rating
access to educational sites, etc.

The value
Telkom creates

- Employees are allowed to exercise their right to freedom of association
- Access to the workforce

- Support for shop stewards

- Facilitation of fee deduction

Telkom’s desired
outcomes

- Constructive relationships
- Satisfactory solutions to disputes

Further reading

We maintain positive relationships with trade unions to ensure open and effective communication and
negotiations. Refer to page 82 in our human capital chapter for more information on organised labour.
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Suppliers
and business

partners

Needs and
expectations

Our value-adding partnerships with our suppliers and business partners

allow us to deliver high-quality products and services to customers.

Suppliers underpin our value chain and directly influence raw materials

and other input costs. Business partners often represent Telkom to o
customers. Suppliers and business partners impact our ability to meet ?G
customers’ expectations. P4

- Increased two-way communication and resolving complaints and issues timeously
- Joint contractual obligation management

- Performance visibility and feedback

- Adherence to payment terms and effortless transactions

The value
Telkom creates

- Generating revenue for suppliers and business partners, and strengthening their brand through their
association with Telkom

- Product and service development as relevant and applicable
- Development initiatives provided to subcontractors

- Supporting local procurement and employment through enterprise and supplier development (ESD)
initiatives
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Media,
opinion Media, opinion makers and influencers drive
makers and reputation and brand perception. >
influencers

Needs and
expectations

Access to information, including company performance, technological advances and South Africa’s
regulatory context

- Responsiveness
- Arelationship of transparency and trust
Educating the public

The value
Telkom creates

We provide information and context on technical and operational developments and thought leadership
on issues affecting our industry.

Telkom’s desired
outcomes

Enhanced reputation and positive brand positioning of Telkom'’s products and services.

Telkom’s desired
outcomes

- Asustainable supply chain

- Supporting local procurement and employment, and uplifting small and medium businesses
- Leading broad-based black economic empowerment (B-BBEE) status

- Joint market opportunities

Further reading

We have a procurement support desk and conduct supplier surveys to ensure we understand this
stakeholder group. Refer to the social and relationship chapter on page 84 for more information about
how we support ESD through our FutureMakers unit and our B-BBEE credentials.

Communities

Needs and
expectations

Our communities drive our social licence to operate. We have a
responsibility to contribute to the socio-economic environment we N
operate in. Civil society and forums can impact our operations. é@;

- Affordable products and services

- Access to communication

- Meaningful education and technology impact

- Financial support, local job creation and local business opportunities

The value
Telkom creates

- The nature of Telkom'’s products and services allows it to add value to communities in a broad context

- Our infrastructure allows any person to transact through electronic banking, either from an ATM or a
point of sale

- Providing affordable internet connectivity to individuals and small, medium, and micro-enterprises
(SMMESs) supports local employment and economic growth. This is further enhanced by Skills Development
and ESD Programmes

- Telkom Foundation and other initiatives support communities, with a focus on education

Telkom’s desired
outcomes

- Partnerships with communities and a good corporate citizen status
- Youth empowerment
- Enabling SMMEs

Management
response

FutureMakers, our ESD unit, and the Telkom Foundation respond to our community’s needs through their
various activities. Refer to the social and relationship capital chapter on page 84 for more information.
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Enterprise risk management
and compliance

Telkom has a solid, flexible, innovative and resilient risk and compliance strategy that ensures we achieve
our strategic objectives.

Telkom continues to operate in evolving economic, political, technological and social conditions. This environment offers unprecedented
opportunities and significant, as yet insufficiently understood, threats. Therefore, the Group’s strategic intent becomes even more
critical and requires us to constantly balance risks and rewards and monitor strategic risks. It is also worth mentioning that the efficacy
of both risk and compliance is monitored to find opportunities forimprovement. Risk metrics are in place to monitor risk management
by measuring the coverage of risk identification and management. Compliance monitoring activities include control self-assessment
exercises in conjunction with management and compliance control validation reviews to determine effectiveness. In ensuring compliance
with the prescripts of the King Code, risk and compliance are subject to annual reviews. Telkom reviewed its strategic risks to align
with the current realities, including the current impact of our operating environment as set out on page 40.

Our approach to risk
and compliance management

Telkom’s governance structures continued to support risk and compliance management across the Group, according to their set
mandates. There were no material changes during the year.

Oversees risk and compliance across the Group. Provides an integrated
approach to governance and management of risk and compliance,
supported by a risk and compliance operating model aligned to Telkom'’s
business model.

’
N

©

N
’

Risk and Social and

A A Monitor and advise the Board on matters regarding risk and compliance,
Ethics Committees g g P

laws and regulations.

o
<
®
=
,
(o]
>
~

Integrates risk and compliance management, systems and people across
the Group.

Group Exco

Integrated
Governance, Risk,

. Assess risks and resulting opportunities within the agreed risk framework.
Compliance and

Reduce the impact of regulatory risk by driving compliance awareness for

IT Govgrnance all applicable laws, regulations and supervisory requirements.
ot Committees
(=
o
> .
0 Group_rlsk,
g compliance,
& business continuity Set policies and standards and provide oversight and control.
i management and
2 insurance
o
m
i 2
ERM forum Shares best practices and knowledge, and monitors key risks and o
mitigating plans. g
o
Business unit A
£ Affects the ERM framework through effective risk and compliance
assurance rorum management and combined assurance to optimise risk-taking.
Business unit risk
and compliance _ , , o
management Implement the risk, compliance and business continuity management
policies, standards and frameworks. Apply and maintain the compliance
risk registers, identify mitigating controls, implement action plans and
operationalise the business unit assurance forum. All business units’ Excos
Business unit are accountable for managing risk and compliance within the approved
management delegation of authority (DoA). %
%
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The Risk Committee oversees the activities of enterprise risk
management (ERM) and is apprised regularly by management.
The Committee also oversees management’s activities in
ensuring that the ERM framework is embedded and adhered
to. When assessing and understanding the amount and type of
risks the Group is willing to take, it adopts the principles outlined
in the risk appetite and tolerance framework into its discussions
and decisions. These are the most critical integrators of ERM
and business management.

In managing and dealing with the Group’s risks, Telkom ensures:

- There is effective risk management, which is key to its
sustainability, and also underpins the Group’s long-term
relationship with its customers and other stakeholders

- Risk and opportunity managementis clearly and consistently
integrated into Telkom’s culture and managed according to
best practice

- People, processes and technology support the strategy,
which is underpinned by governance, risk and compliance
requirements

- Group-wide interdependencies are recognised in enhancing
business resiliency by anticipating, observing and responding
to the macro- and micro-environments

Improvements in FY2022

We made the following key improvements as part of the
journey towards becoming a risk-intelligent group:

- Ensured the ERM Strategy progressed satisfactorily

- The Group’s risk and compliance culture remains a priority
and a success driver. Senior Leadership remains committed
to the principles of governance, risk and compliance

- Strengthened key risk indicators and mitigation tracking

- Strengthened the integration of Group Strategy and ERM to
mature the proactiveness of risk management

- Refined our risk appetite statement to be inclusive of ESG
principles

- ldentified integration success factors to be addressed during
the ESG Strategy execution to enable the success of the ESG
aspirations

We also finalised the work-from-home policy and the hybrid
model to embrace the new ways of working. This will assist in
managing and reducing the risk of COVID-19.

Business continuity management

Telkom continues to strengthen the Group’s business resilience.
We tested the response plans continuously during the social
unrest, COVID-19 pandemic, power outages and extreme
weather experienced in FY2022. Telkom's response plans remain
adequate and effective across key areas such as stakeholder
management, critical resources, and technical resources such
as back-up power, alternative power solutions, diesel, water
and mobile generators.

Telkom’s COVID-19 crisis management structure, namely the
Group Emergency Management Team (which reports to Group
Exco) continued to ensure the business's resilience during the
pandemic.

Telkom remains committed to collaboration principles,
maintaining communication services during adverse conditions
and supporting local and national government should a crisis
arise. Telkom continued to ensure that its infrastructure,
business processes and emergency management procedures
have the flexibility required to safeguard the interests of our
key stakeholders, reputation and brand.

Emerging risks in FY2022

39

ERM endeavours to identify and assess emerging/external risks
and opportunities that may impact the Group and to ensure
our exposure is minimised.

Potential
emerging risk

Description

More
COVID-19
waves

The risk of further COVID-19 waves, and
the lack of understanding its associated
impact, created uncertainty. Although
COVID-19 appears to be moving
towards endemic, some consequences
still necessitate further assessment and
response strategies to be put in place for
the long term. The business landscape will
face greater uncertainty in the post-COVID
period, including the ongoing impact of
COVID-19 on global supply chains.

Lack of
social
cohesion

Social cohesion remains a critical driver of
long-term prosperity and competitiveness.
Lack of cohesive societies threatens political
stability, efforts put on economic growth,
business development and competitive
sustainability. Telkom’s ability to enable
the communities will be hindered. In this
global and multicultural world, Telkom will
be challenged to respect the diversity of
our people, partner with communities and
to break the digital divide.

Global
dominant
players
entering
African
markets

Current global players, such as Google
and Amazon, have traditionally limited
footprint and inroads into South Africa. As
opportunities in Europe are limited, there
may be a drive to grow their presence in
Africa. It would be difficult to compete
purely on price. Business conditions in
most African economies have improved
significantly in the last 15 years, resulting
in the development of new value chains
that are based on telecommunications
platforms, agribusiness and energy.

Redefining
the societal
compact

The risk of commercialised/urban economies
vs. industrialised/rural economies to achieve
agreen and circulareconomy, which is aimed
at reducing societal dependencies (reuse,
repair, refurbishment, leasing, cascading,
capacity sharing or ‘dematerialisation’).
Challenges towards a new social compact
might have an impact on the way Telkom
conducts business that takes into
account green initiatives for the benefit of
stakeholders.

The next
pandemic/
health risks

The world may experience another
pandemic. At a micro-level, it is important
to create an anti-fragile environment by
building the right capabilities that can
respond to some of the health risks
with minimal impact, where possible,
to safeguard Telkom'’s sustainability.
There is reliance on human capital which
exacerbates the risk.
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Our strategic risks’

Unanticipated events continued to unfold during the year
under review, leading to several critical challenges for Telkom
to manage speedily to avoid significant exposure to our business.
Therefore, Telkom focused on building a resilient culture that
can adapt at the speed of change experienced.

The Group's strategic risks were reviewed based on these three
dimensions:

- Macro-economic risks likely to impact Telkom’s growth
opportunities, such as economic conditions, ability to access
funds, etc.

- Strategicrisks with the potential to affect Telkom’s business
strategy/objectives. These risks can be uncertainties or
opportunities that can guide decision-making. There are
crucial matters that the Board, shareholders or investors can
be concerned about regarding strategic intent

Severe

High

Medium

Consequence

Insignifi-
cant

Almost
certain
>75%

Possible
25-50%

Rare
<10%

Unlikely
10-25%

Likely
50-70%

A2

Likelihood

- Operational risks with the potential to impact critical
operations through increased cyberattacks, supplier chain
disruption, non-compliance, etc.

The risks were identified in the context of Telkom'’s financial and
non-financial strategic objectives. Some of the risks mentioned
in the previous financial year were reduced to an operational
level and controlled by the various governance structures.
The Board subcommittees continue to oversee them. The risk
heatmap below reflects the residual risk rating, which considers
the mitigation controls in place.

Severe

Medium

Consequence

Insignifi-
cant

Unlikely | Possible | Likely (e

oD =w - certain
10-25% | 25-50% | 50-70% S75%

Likelihood

|| Cneingiing legfslerive el repullieny) em i mimet o Unstable and unpredictable regulatory dispensation
|| Cinemefing it St el commpeiie S renient e Market forces and disruption exacerbating competition
3. | Inability to deliver innovative solutions timeously pressures
4. | Increase in cyberattacks Inability to attract and retain a suitable, resilient and
e healthy workforce to service and support the changing
5. | Compromised customer experience ecosystem
6. | Financial sustainability e Increased impact of ESG matters
7 Inability to attract and retain a suitable, resilient and e Financial sustainability
" | healthy workforce to execute Telkom'’s strategy e M ) -
acro socio-economic instability
8. | Supplier chain risks

In line with the global risk landscape, Telkom'’s risk landscape is changing quickly, and this is driven by two main factors,
one man-made and one natural. On the one hand, societies and working processes are becoming increasingly digital
and therefore more vulnerable to a loss or misuse of data. At the same time, climate change is altering the occurrence,
severity and frequency of natural catastrophes. Both trends will require the telecommunications sector to adapt accordingly.

1 The enterprise and risk management report details Telkom'’s material risks according to the governance requirements contained in paragraph 8.63(s) of the

JSE Listings Requirements. This report is available online at www.telkom.co.za/ir.
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Risk
definition

Mitigating activities
and monitoring

Unstable and unpredictable regulatory dispensation

Unstable and unpredictable
regulatory dispensation
influenced by the changing
market, customer and
technological trends may

impact Telkom’s long-term
decision-making and investment
aspirations.

It also creates competitive
pressures and unexpected
costs that can hamper Telkom'’s
profitability and sustainability.

Continuous engagement with key
government stakeholders

Manage our compliance universe
effectively to improve our
relationship with regulators and
ensure we remain compliant

Proactively implement new
legislation

Continuously scan the regulatory
environment (including outside
of ICT)

Empower and support the
regulatory and compliance teams

Monitor key risk indicators

Assessment rationale and opportunities
arising from managing risks

In our environment, legislation
emerges and changes continuously
with increasing requirements that
might impact long-term decision-
making and investment aspirations.
Telkom continues to proactively
manage this risk to reduce the
exposure.

Opportunities exist to influence
some regulations to ensure we
derive an optimal outcome,
including a level competitive
landscape.

An opportunity also exists to review
the significant cost of compliance,
whether in terms of infrastructure,
technology or people, and the time
spent ensuring compliance.

Market forces and disruption exacerbating competition _

Telkom operates in a competitive
and rapidly changing market.

The increase in technological
innovations, accelerated market
deregulations, customer
expectations, and new entrants in
the connectivity space exacerbate
this risk. These put pricing and
product offerings under pressure
as Telkom strives to remain
competitive.

Failure to swiftly respond to
competitive threats could
negatively impact the Group's
prospects, including its market
share, relevancy, revenue growth
and profit margins.

Continuously monitor the market
and competitive landscape,
using intelligence to gain further
insights

Develop product offerings that
appeal to customers and explore
upselling opportunities

Develop and implement adaptive
strategies focused on innovation

Investigate strategic partnerships
to increase competitive
advantage

Implement an employee value
proposition to ensure the
competition does not poach our
critical employees

Invest in technology that ensures
agile and speedy solution
delivery

Identify and address operational
inefficiencies

The risk remains a strategic
priority as products, services
and technology are crucial for
our transformation and to be
competitive.

Telkom needs to understand
customer needs and continuously
review the market to inform
changes.

Business process re-engineering,
network augmentation and
incremental innovation remain
critical for staying relevant and
agile and meeting our customers’
needs.

Refer to page 46 for more
information on Telkom'’s Strategy.
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Risk
definition

Mitigating activities
and monitoring

Assessment rationale and opportunities

arising from managing risks

Inability to attract and retain a suitable, resilient and healthy workforce to service

and support the changing ecosystem

The world is experiencing several
changes, such as a shift in the
way companies work, hybrid
working models, customer
behaviours, technology trends,
etc. This requires talent that can
provide a sustainable competitive
advantage.

Failing in this regard might result
in the loss of our competitive
advantage, an increase in
employee costs and delays in
achieving the Group’s Strategy.

Increased focus on ESG matters
is due to the rapid heightened
importance of sustainability
matters in society, an increase
in climate change awareness,
social inequality, and corporate
misconduct. This might impact
Telkom'’s financial sustainability
and reputation and create
limitations in accessing
opportunities.

Financial sustainability

Maintaining financial capacity
is crucial to sustain or grow
operations while building
adequate financial resilience to
manage unforeseen economic
events. This risk can be due to:

A depressed economic
environment with added
pressure from COVID-19

Insufficient liquidity and/or cash
flow deterioration

Inability to generate free cash
flow

Customers not paying on time
Unsustainable leverage ratios

- Design and implement the
culture transformation journey

- Develop a recruitment strategy
that will merge the demands of
business while allowing flexibility
to the workforce to align with
market demand

- Develop and implement change
management processes to keep
up with the pace of change and
enable a robust environment

Increased focus and scrutiny on ESG matters

- Develop and implement a Group
ESG Strategy, with defined roles
and responsibilities

- Integrate ESG risks into the ERM
framework

- Monitor our sustainable Cost
Management Programme

- Launch new products to drive
revenue

- Continue with cash release
initiatives, such as the Supply
Chain Finance Programme

- Maintain adequate debt
headroom and disciplined capital
allocation with flexible capex
investments and secured debt
facilities

- Maintain a sound governance
framework that ensures
transparent financial and
operational frameworks and
supportive credit ratios

Telkom'’s employee strategy
addresses this risk. It focuses on
transitioning employees to a hybrid
way of working and creating an
environment that gives employees
the right level of growth,
experience and opportunities.

Opportunities exist to improve
strategies to attract relevant skills
to participate in the digital world
and review the retention strategy
of critical talent.

Refer to page 78 of the human
capital chapter for more
information.

Telkom defined an ESG Strategy that
is practical, measurable and can be
implemented. It includes and builds on
the current initiatives in flight,

such as energy and water efficiencies.

The opportunity exists for Telkom to
execute the ESG Strategy to contribute
to the sustainability agenda.

Refer to page 50 for more
information on Telkom’'s ESG
Strategy.

This risk is a priority for the Group.
Customer retention and customers’
experiences are key aspects of
building a financially sustainable
business.

We have an opportunity to build

financial resilience in the face of a

demanding trading environment,

focusing on several levers:

- Sustainable cost management

- Cash preservation

- Disciplined capital allocation

- Mitigating financial risks, such as
liquidity

- Grow the business/operations

Refer to page 20 for more

information on the financial
performance.
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Risk Mitigating activities
definition and monitoring

Macro socio-economic instability

Telkom is not immune to the - Formulate and implement
initiatives and frameworks
aligned with the National
Development Plan

- Enforce collaborative efforts with
social agents and foster private-
public partnerships

- Strengthen corporate social
responsibility initiatives

This volatility affects the levels of - Develop and implement the

youth employment strategy

that are considered acceptable. - Continue to invest in advocacy
that assists in driving a positive
behavioural change

critical characteristics introduced
by socio-economic matters that
influence consumers’ behaviours,
preferences, attitudes and quality
of life. Therefore, this instability
creates uncertainty, particularly
where consumers are critical to
the Group’s success.

profitability and cash generation

It also impacts our shareholders’
perspective around the Value
Unlock Programme and future
growth.

Compliance

Telkom is subject to various legislative obligations. This is due
to the increase in volume and complexity of regulations in past
years. ERM Compliance delegates the implementation of the
approved compliance policy and framework to management.
Management is the first line of defence and owns the business
and regulatory risks. Compliance maintains and improves
Corporate Centre oversight and provides guidance for compliance
activities as a second line of defence.

The compliance risk status is reported to the Risk Committee
on a quarterly basis. The Committee reports to the Board,
confirming that value-added corporate governance is achieved
and highlights the seriousness of addressing the risk of non-
compliance leading to penalties, fines or sanctions.

Two personal information breaches that affected four data
subjects were reported to the Information Regulator. No material/
critical non-compliance issues, repeated regulatory penalties,
sanctions or fines for contraventions with statutory obligations
were reported by Telkom.

Assessment rationale and opportunities
arising from managing risks

This risk is outside of Telkom's
control. However, how we manage
our financial stability contributes to
managing this risk.

Despite the macro socio-economic
risks, there are opportunities. The
global market continues to grow.
This indicates an opportunity to
offer products and services that
improve the country’s economic
agenda. There are opportunities
to partner with communities to
address unemployment issues,
break the digital divide, and grow
small to medium businesses.

Refer to page 46 for more
information on our strategy, and
page 85 for more information on
our ESD support and the work of
the Telkom Foundation.

Legislative focus

The proper treatment of personal information is important
to our customers and employees. They are concerned
about cyberthreats and social media exposure as the digital
transformation journey unfolds. Telkom dedicated resources
toward readiness for compliance with the Protection of Personal
Information Act; preparing for obligations under the Cybercrimes
Act; and dealing with exposure under the Films and Publications
Amendment Act regarding distribution of online content,
including social media. There is still a focus on the Payment
Card Industry Data Security Standard due to the increase in
e-commerce and online transactions since the pandemic started.

Telkom participated in workshops directed by the Department
of Cooperative Governance and Traditional Affairs following the
comprehensive assessment of national legislation. This was to
inform the proper application of section 2(1)(b) of the Disaster
Management Act for disaster occurrences that can be dealt
with effectively under other national legislation.
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FY2022 compliance focus areas

The compliance focus areas included ESG matters and challenges in cyber trends.

Environmental

Telkom'’s registration as a “producer”

Waste under the National Environmental
Act: Waste Management confirms our
commitment to the Extended Producer
Responsibility Programme and the

subsequent reduction, recycling and
@' disposal of waste.

We support the mitigation of climate
change caused by emissions gas

Emissions through compliance with the Carbon
Tax Act. We will follow guidance from
l the Presidential Climate Commission

to contribute to the Paris Agreement to
_)) limit global warming to 1.5°C.

We adhere to legislation to protect
Climate the environment, prevent pollution,
change and promote conservation. The
Climate Change Bill was introduced in
February 2022, focusing on moving
to a low-carbon and climate-resilient
economy.

3@
0250

We managed relationships with employees

and other stakeholders through compliance
with legislation covering labour relations,
occupational health and safety, broad-based
black empowerment and customer protection
to support our focus on labour issues, employee
benefits, diversity, health and safety and to
redress social inequalities.

v

x v
000

Governance %

Governance matters were monitored through
strong internal controls to comply with the
Companies Act, King IV Principles, and the JSE
Listings Requirements. In addition, Telkom
prescribes to the following leading ESG
Frameworks: TCFD, FTSE4Good Index, CDP and
the UN Sustainable Development Goals.
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Risk and compliance focus
areas for FY2023

The ERM Strategy is based on four key strategic themes:

¢ o 6000 ¢

Proactive Value Operational Embedding
activities creation efficiencies risk culture

Providing proactive Building an agile Improving operational Embedding a risk-

best-in-class risk enterprise risk efficiencies intelligent culture
and compliance management team by updating and by fostering strong
management that can create a improving policies, collaboration with
to ensure the rapid risk response procedures, processes business, creating
strategy and to the evolving and guidelines for ERM an environment that
business plans environment, activities to improve will increase ERM
are not negatively appropriately operational efficiencies, capability and driving
affected by respond to emerging drive technology a comprehensive
risk, resulting in risks and also adoption and awareness and training
sustainable outcomes support the business digitisation and to campaign
of the future ensure enhanced

business resilience

The themes represent the envisaged impact that the ERM community aims to have in executing and delivering the overall
Telkom Strategy. Therefore, we implement the strategy to advance the maturity of the risk and compliance capabilities.
It will assist the Board and Exco in successfully enhancing and protecting the Group’s value.

The ERM strategic plan (FY2022 to FY2025) represents a strategic document that will be monitored and reviewed
annually to ensure the second line of defence work matures. It will also ensure that enterprise risk management across
Telkom meets all the requirements of external and internal risk and compliance processes. We will review the ERM
strategic intent annually to ensure it aligns with Telkom'’s strategic objectives.

Integration: Ensuring the integration and co-ordination of all assurance activities within the Group through collaboration
with other assurance providers.

Accurate data: POPIA readiness highlighted the importance of data integrity. We strengthened the governance
environment by appointing Data Stewards who will monitor data accuracy and provide input to the Data Governance
Office towards the improvement of data quality.

Consumerrights: As more consumers use their consumer and personal information protection rights, they will demand
transparency as they transact electronically. This will support the importance of moving towards improved data accuracy.

Employee rights: With many employees working from home, all policies must be updated. This will ensure compliance
with laws and regulations, such as working hours and paid sick leave.

Upcoming legislative changes will require the compliance risk registers to be updated and management to provide
updated or additional control measures to mitigate the risk of non-compliance.

We expect Parliament to focus on the various Bills and amendment Acts in the pipeline that will have a bearing on
Telkom, including the amendment Bills for: National Road Traffic, Compensation for Occupational Injuries and Diseases,
Disaster Management, Employment Equity, Occupational Health and Safety, Constitution, and Films and Publications
that will require management'’s attention.

Cyberissues: Cyberthreats, cyberattacks and data breaches can potentially impact Telkom's service levels. This can lead
to client dissatisfaction, reputational damage, business disruption and loss of revenue. We continued with our focus
on cybersecurity and business continuity plans to protect us and our customers against the unauthorised exploitation
of systems, networks, devices and data.



46 Telkom Integrated Report 2022

Our strategy review

Our customers are at the heart of what we do.
This is reflected in our intent to derive value by
putting our customers first.

We constantly review our strategy to ensure it remains relevant
in our rapidly changing, complex and challenging operating
environment. In September 2021, we reviewed our strategy
relative to the changes in our external environment. While
specific tactics and actions are changing, our strategy framework
remains relevant and resilient.

This positions us for long-term sustainability through returns to
shareholders. It also aligns with the four SDGs most applicable to
our business. Refer to page 150 forinformation on our reporting
approach to SDGs. Our performance against the SDGs is included
in the appendix on page 150.

We achieve our strategy through five strategic pillars. These
pillars guide us as local and external conditions show signs
of normalising.

We play a leading role in South Africa’s digital revolution. We
leverage our converged ICT leadership to enable solutions
that enrich our customers’ lives, be it at work, through online
education, or via entertainment (movies, music and gaming).

Leader in the converged ICT market

Portfolio Integrated Victory in Operational Technology
diversification solutions broadband efficiency innovation
Expand and Offer end-to-end Become Develop operational Modernise
invest in converged the leading superiority and build a
e-commerce, propositions from broadband which provides state-of-the-art
big data, gaming connectivity to provider in a competitive network
and fintech IT solutions South Africa advantage

Evolving operating model
People and organisational capabilities
Partnership model

Sustainable financial framework

00000

Captures the transformational changes to our core business by moving from voice to data, from legacy to fibre, fixed
wireless to mobile, and from connectivity to IT services solutions and digital ecosystems.

These five strategic pillars are executed through different business units. Based on the pillars, each business unit has
its strategic objectives and focus areas. Each business unit's performance is discussed in the productive capital chapter
starting on page 54.

The strategy is underpinned by Group enablers with initiatives to drive continuous improvement in these areas as part of
our strategic planning and execution. Despite increased digitalisation, our people remain the driving force of our business.
Therefore, we remain committed to their ongoing development and empowerment for decentralised decision-making. Our
move to a more federated operating model, with a lean Corporate Centre, is one facet of this. We realise that improved
customer experience depends on simplifying and digitising our processes, and we are implementing initiatives to drive
this. Refer to page 78 for more information on human capital.

We continue to strengthen the interaction and synergies between business units, while maintaining their focus and
accountability. This improves our agility and responsiveness to the market, and the delivery of products and services
to customers.
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Our strategic pillars

F

Q)

* Higher number of HP in the last part of financial year compared to the Homes connect resulted in negative ratio.

Portfolio
diversification

Target

Expand and invest

in e-commerce, big
data, gaming, and

fintech

Integrated
solutions

Target

Offer end-to-

end converged
propositions from
connectivity

to IT solutions

Victory in
broadband

Target

Become the
leading broadband
provider in South
Africa

Operational
efficiency

Target

Develop operational
superiority which
provides a
competitive
advantage

Technology
innovation

Target
Modernise

and build a
state-of-the-art
network

We seek opportunities

Insurance

Productive

Why are these
metrics important?

policies tower portfolio
Streams from existing and This shows the
emerging digital serv%ces Each S 75271 3648 development of new
gt g't g b d d revenue streams to
opportunity wilf be considere FY2021 93 356 3699 complement our core
on its merits, and will inform services
our decision to build, bug or FY2022 120 750 3916
partner.
We want to strengthen our
ability to comprehensively Cyb:fsfcurity Entlt?rpfise
’ produc next- i i H
address our customers ICT e P tion These metrics indicate
needs. This requires the revenue data revenue the progress in
appropriate access solution (R'million) (R'million) replacing traditional
to seamlessly integrate with fixed-line revenues
a range of IT services, from FY2020 247 615 with cybersecurity
traditional (hardware and and next-generation
software) to new and emerging FY2021 293 838 data revenue.
(cloud .and Internet ofIThlngs) FY2022 456 1147
IT services and analytics.
New digital services are built
on high-speed dgta services. Fixed Mobile
We are accelerating our broadband broadband
capability to disrupt the local data traffic data traffic Continuous arowth in
broadband market by leading (petabytes) (petabytes) grow
. - ; B data traffic highlights
in the delivery of innovative )
and value-rich solutions. These FY2020 1113 615 the increased demand
are offered to residentiall and for data-centric
commercial customers over AIELEL 1428 942 services.
the optimal access technol_ogy FY2022 1665 973
- fibre, fixed wireless, mobile,
satellite and copper.
The market-leading
Fibre Fibre average fibre connectivity rate
connectivity time to install indicates success in
. . . rate (days) L
In an increasingly competitive %) monetising the fibre
world, our success depends rollout. Fast installation
on continually improving the FY2020 48 5 times are being
efficiency and effectiveness maintained despite
of our operations. FY2021 51 3 accelerated fibre rollout,
which demonstrates
FY2022 46* robust operational
efficiency.
Fibre access Mobile base .
connections stations These metrics show
We aspire to operate with the accelerated
the best scalable and most FY2020 219 583 5862 growth in fibre access
efficient network. To achieve connections and
this, Telkom will invest in the FY2021 281 583 6430 the steady growth
optimal mix of technologies. in Telkom’s mobile
FY2022 network.
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Telkom operating model

Our federated operating model enables focused strategy execution through the five business units discussed
on page 8. Some of our businesses are separated functionally (Openserve and Telkom Consumer) while
others are separated structurally (BCX, Swiftnet and Gyro). We are completing the process of structurally
separating Openserve to enable a greater range of Value Unlock opportunities and to complete the federated
operating model.

Telkom

Consumer

BCX

100% owned
subsidiary

Division

Telkom

N\
openj)serve

Gyro

100% owned
subsidiary

Division
()
N swiftnet

100% owned
subsidiary
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Openserve

Telkom
Consumer

Business unit strategic focus and performance

Swiftnet

1. Scalable network

2. Commercialise the
network

3. Transform service
delivery

1. Accelerated Mobile
growth

2. Drive high-speed
broadband

3. Expand the mobile
network

4. Drive digital and
financial services
revenue

Key strategic focus areas

1. Converged
Communications
is migrating clients
to next-generation
technologies

2. IT business

3. Cloud Platform
Solutions

4. Digital Platform
Solutions

FY2022 performance

1. Optimise and grow
masts and towers

2. Acquire strategic
sites and build new
towers in line with
NMO demand

3. Expand range
of products and
services offering

1. Commercialise the
property portfolio

2. Enhance
building costs
and operational
efficiencies

3. Optimise utilisation
of existing data
centre

Stabilised revenue

Successfully executed
digital transformation
initiatives
Aggressively
increased homes
passed with fibre

by 52.7%

Introduction

of innovative
WebConnect

and UniConnect
connectivity products

Launch of high-speed
500 Mbps product

Recognition by
LinkedIn for being one
of the top 25 best
workplaces to grow
your career in South
Africa in 2022

Mobile operating
revenue up 6.3% to
R21 415 million

Mobile active
subscriber base up
10.5% to 16.9 million

Mobile data
revenue up 2.9% to
R12 563 million

Mobile broadband
subscribers up 3.8%
to 10.7 million

Consistent growth
in TelkomONE video
streaming service
on the back of SABC
channels and local
content

13% growth in non-
connectivity revenue
to R827 million

Cost management
initiatives reduced
expenses by 1.9%

Capex growth up
9.2% to R567 million

Overall, revenues
are under pressure
due to the impact of
lockdowns and the
shortage of global
semiconductor chips

35% growth in
artificial intelligence
for IT operations
(AlOps)

Growth of 19% in the
Internet of Things
(IoT) business

The Wi-Fi business
grew by 12% year on
year

Masts and towers
revenue up 4.4% to
R1 292 million

Capex growth
up 96.8% to
R366 million

Productive portfolio
sites up 5.9% to
3916

New towers (Build
Programme) up
31% to 152

New IBS (Build
Programme) up
>100% to 17

Forty (40) properties
sold for R66.8 million

Four development
projects are in

the final stage

of development
planning and

will be ready for
construction in the
next calendar year

Ongoing focus
to pursue carbon
neutrality and
net zero as part
of Telkom's ESG
Strategy
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Our Group ESG Strategy

Telkom is committed to uniting our
people and leveraging our capabilities
to deliver on the Group’s purpose. We
have developed our ESG Strategy to be
a natural extension of our purpose and
to align with our PIVOT strategic pillars.

We aim to create shared value for all
our stakeholders in a manner that is
environmentally responsible, supports
broader social imperatives, and respects
the rights of all. In addition, we have
selected SDGs where we can have a
substantial impact and influence.

Our ESG Strategy has clear focus areas
and goals that seek to unlock long-
term success for all our stakeholders. It
formalises our approach to sustainable
business practices, with outcomes
tracked and measured to ensure we
deliver against our ESG commitments.

Our ESG objectives are enabled by our
Group-wide capabilities, portfolio of
products and services, and are driven
by our people. We have mapped our ESG
focus areas to Telkom's capitals to align
with our longstanding capitals reporting
approach (see Aligning to our capitals six
alongside). As noted by our Chairperson,
we already have many ESG in flight and
planned initiatives in place (see Key
ESG initiatives alongside) and our ESG
imperative is enabled through these.

Telkom is intentional and unequivocal in
its pursuit to deliver sustainable value to
all our stakeholders, and our ESG Strategy
provides a framework for deliberate
action to achieve this.

g Environment

Social

@ Governance

Our ESG vision

Deliver the future of converged ICT solutions
underpinned by our drive to create sustainable
economic, environmental and social value

ESG focus areas

Operational
efficiencies

Digital
planet

Investing
with Purpose

Digital
services

&
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Alignment to our Sustainable Development Goals commitment
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Impact Influence

ESG commitments

Responsibly mitigate climate change
impact through our energy, water and waste
management practices

- Become Carbon Neutral by 2035
- Achieve Net Zero by 2040

Pioneer digital solutions that help our
customers reduce their environmental footprint

- Enable responsible water consumption and energy usage by deploying utilities monitoring
loT devices for our business and government customers

Enable shared value through our social
investment, enterprise and supplier
development and workplace programmes

- Impact 100 000 lives through SMME spend by 2025
- Impact 30 000 lives through digital literacy by 2023
- Grow our female talent pool for Senior Management positions and demonstrate intent-to-action

Deliver ICT solutions which enable socio-
economic uplift

- Bridge the digital divide through our educational, entertainment and financial services platforms
- Grow SA's business segment by providing our digital solutions to businesses and government

- Improve digital inclusion for South Africans by providing internet access over Telkom's
wide-spread mobile and fixed wireless broadband network

- Promote fair and ethical practices towards our customers and within the organisation
- Enhance contract simplification and billing transparency

ESG focus areas

Aligning to our six capitals

Social and
Productive Intellectual Human relationship  Natural
capital capital capital capital capital
m o 090 o > 0 :
U 0 (3 fulal V2

ESG focus areas Key initiatives
- Reduce Telkom’s operating - Modernise fixed-line
Operational environmental footprint infrastructure from legacy

(i[4S - Deploy IoT devices to monitor copper to fibre
energy and water utilities on - Sustain cable recycling project

customers’ sites - Review operation of HVACs

Operational
ea’lciencies @ @

&

Digital
planet @

Investing @

with Purpose

&

ovices GG

Investing
with Purpose

Digital
services

- Optimise water heating, water

efficiency and water harvesting

and replace aged heating,
ventilation, and air conditioning

Optimise consumption of utilities
(water and electricity) through loT
devices

Install sensor technologies and
light-emitting diode (LED) lighting

Reduce R22 gas in the system

Commence wastewater recycling
project

Enhance our culture,
engagement and employee
experience

Grow local SMMEs

Increase uptake of the Telkom
Digital Wallet

Roll out and grow wholesale
ISP

Expand educational content
through the Lightbulb
education platform

Provide digital healthcare
solutions

Develop the workforce of
tomorrow

Invest in township innovation
Expand Telkom Pay (mPQS)

Provide superior backhaul
services

Provide educational videos
through TelkomONE

Recruit to grow an inclusive
workforce

Zero-rate access to key public
websites

Expand edtech services
Connect more homes to fibre
Expand the mobile network

Engage customers on
contract and financial literacy

Connect more townships
Simplify our contracts

Enhance accessibility to internet
services for environmental
management and social services
organisations
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Productive capital
Openserve
Telkom Consumer
BCX
Swiftnet
Gyro
Intellectual capital
Human capital
Social and relationship capital

Natural capital

54

54

58

62

66

70

74

78

84

90

A Telkom snapshot

Leadership reflections

Value creation

FY2022 performance

Transparency and accountability

Appendices

53




54 Telkom Integrated Report 2022

Productive

Openserve’'s stabilisation path is well
underway in turning around several
years of revenue declines. As part of our
transformation journey, Openserve's
overall revenue mix evolved into next-
generation-led products and services,
which now represent more than half of
our revenue base. Openserve continues
to focus on future growth areas and has
seen a sustained uptake in high-capacity
links and an increase in demand for fibre
services across both the carrier and
consumer segments. However, the impact
of the post-pandemic recovery is still
evident in the challenging performance
in our small and medium businesses. To
improve our service delivery, Openserve
enhanced customer engagements and
accelerated digitisation during the year.

N
HH ‘ openj)serve

Key strategic focus areas
Scalable network
Commercialise the network

Transform service delivery

Performance overview

Revenue declined marginally by 0.4% to R13 428 million,
underpinned by growth in data and offset by the decline in the
legacy business. The performance also reflects the impact of the
post-pandemic recovery. This is still evident in the challenging
performance in the small and medium businesses. Although
overall revenue was flat, Openserve’s revenue from external
customers increased by 2.8%.

Fixed-data revenue increased by 5.5% due to an increasing
demand for high-speed fibre broadband connectivity of 30.8%
and growth of 13.1% in carrier links. The decline of legacy fixed
business remains in line with management’s expectations, with
fixed voice revenue reducing 9.4% year on year.

EBITDA of R4 163 million with an EBITDA margin of 31% was
sustained. This was supported by efficiencies extracted from
maintaining a modernised network and decommissioning
legacy infrastructure.
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Performance )
Achievements

snapshot

Stabilisation of revenue

Successful execution of our digital transformation journey

Aggressive increase of 52.7% in fibre footprint

Strong growth of 16% in fixed data consumption

Introduction of several competitive products and services
across segments focused on commercialising our network

Recognition by LinkedIn for being one of the top 25 best
workplaces to grow your career in South Africa in 2022

B Scalable
network

Openserve invested capex of R3 472 million in modernising
and expanding our network during the year. This enabled a
flexible, modular and scalable network architecture that has
ensured Openserve delivers high-speed and increased capacity
networks across South Africa, reflected in the increased fixed-
data consumption of 16.6% across our network.

As we continue to invest in our robust infrastructure network,
we aggressively improved our footprint in the year under review
by increasing the number of homes passed with fibre by 52.7%
to 839 691. Furthermore, we continue to upgrade existing fibre
nodes, allowing us to use our strategic network investments
to provide network coverage to additional premises including
residential, enterprise and carrier base stations.

During the unrest experienced in KwaZulu-Natal and Gauteng
in July 2021, our access network suffered multiple breaks.
However, we did not lose any traffic on our core network due
to our capability to use auto reroute restoration in case of fibre
breaks in the network.

Challenges

Economic slowdown impacting
Enterprise and SMB segments

Declining demand for legacy
technology-enabled products

Continued competition in the fibre space

Decrease in fibre connectivity rate




56 Telkom Integrated Report 2022

BS Commercialise
the network

During this year we saw the highest increase in the number
of homes connected with fibre, resulting in a growth of 38.4%
to 389 109 homes connected to our network. This represents
a leading connectivity rate of 46.3%, driving our connect-led
strategy of connecting premises with fibre. This increased
demand for fixed connectivity increased our fixed customer base
in the second half of the year. We are confident that this trend
will continue as more customers turn to stable high-speed fibre
connectivity for their increased consumption needs. Similarly,
we saw an increase in carrier backhaul requirements resulting
in a growth of 7.4% in carrier links providing high-capacity
connectivity to base stations.

In driving innovative solutions aimed at enabling multi-use
of our fibre infrastructure, we launched Web Connect and Uni
Connect, which are cost-efficient products focused on serving
the connectivity requirements of residential and enterprise
customers, respectively. We further enhanced our broadband
product portfolio with the introduction of the 500 Mbps product
expanding our speed offerings to the market. The attractiveness
of such value propositions enabled the activation of more than
490 400 services, including broadband and other value-added
services such as voice over internet protocol, intercom and
security.

Accelerated investment in fibre

Homes passed with fibre
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Transform service delivery

Aligned to our customer first strategy, we have aggressively
rolled out fibre to improve the experience of our customers
across our network, focusing on areas impacted by repeated
copper theft. We improved our installation time of new-
generation broadband by 12.5%, and the robust restoration
capability resulted in an availability index of 99.9%, 99.7%
and 99.9% across our access, aggregation and core network
layers, respectively.

Our digital and innovation team continues to improve the
digitising of our applications and automation processes to
improve the experience of our customers using the Openserve
Connect app. We have also enhanced our digital customer
support by establishing the Digital Experience Centre and the
recently launched Openserve Marketing tool. This tool is the
first phase of our Unified Partner Platform allowing ISPs to
easily promote and manage their deals on Openserve’s digital
platforms. Such initiatives have reshaped our interactions with
our customers, resulting in an NPS improvement of 5.9%.

Inherent to the key strategic imperatives, employee development
and wellbeing remains a focal point in our transformation journey.
This is evident through the recent successes of being awarded
first place at the SA Reward Association for the Openserve Heroes
Programme and the recognition of Openserve by LinkedIn for
being one of the top 25 best workplaces to grow your career
in South Africa in 2022.
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Fixed broadband evolution

Fixed-line broadband data consumption

Petabytes
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79%
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Looking forward

Investing in modernising the network where required,
Openserve successfully tested and deployed XGS-PON with
the ability to deliver symmetrical speeds of up to 10G. This
will augment Openserve’s current FTTx architecture, allowing
it to provide higher bandwidth and low latency services to
consumers, enterprises and future 5G requirements, aligning
with Openserve's strategy to continuously lead, innovate and
unlock the potential of our network by extending our services
to our clients and improve Openserve’'s network capabilities.

Openserve is positioned to provide state-of-the-art managed
service capabilities as we partner with Google to land our Equinox
cable in South Africa. Openserve will have access to a new
submarine system offering connectivity to Europe, providing
additional diversity for international communications, which
should lead to improved customer service levels for international
access, services and products. This positions Openserve to
utilise our extensive network to provide network edge solutions
to hyperscalers and other content, gaming and cloud providers
who seek to leverage their scalable network.

As part of the larger digital transformation journey focused
towards enabling comprehensive self-service capabilities across
fulfilment, assurance and billing to all our customers, Openserve
will continue to drive efficiencies across our network footprint,
re-engineer our processes and expand our digital platforms
to provide a distinctive customer experience with competitive
and innovative products as part of our value propositions to
all market segments.

As we continue to provide forincreased consumption demands
by focusing on capital investments to connect the access layer,
our strategy to redefine the data connectivity market in South
Africa will in parallel drive our future aspirations of serving
our customers through a pervasive and high-quality network.
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Productive
capital

The Mobile business continues to

drive growth in the Telkom Consumer
(Consumer) business. This growth was
achieved against the backdrop of an
intensely competitive landscape and
challenging economic environment. As the
overall macro-economic constraints began
to materialise, the pre-paid surge slowed
as the share of wallet spend plateaued. We
continued to grow our pre-paid customer
base, with average revenue per user
(ARPU) normalising to pre-COVID-19 levels
in line with management expectations. In
the post-paid consumer market, we grew
the post-paid base and maintained high
levels of ARPUs. The legacy fixed-line
business remains under pressure due to
migration from traditional fixed-voice to
newer technologies. The impact of the
post-pandemic recovery is still evident in
small and medium businesses. We remain

80,7—_9

Il Telkom

Consumer

Key strategic focus areas
Accelerated Mobile growth
Drive high-speed broadband
Expand the mobile network

Drive digital and financial services revenue

Performance overview

During the current year, Consumer's revenue remained relatively
flat at R25 753 million, with revenue emanating mainly from
the Mobile business. Total Mobile revenue increased by 6.3% to
R21 415 million, driven by growth in the customer base, data
segment and non-connectivity revenue.

This was partially offset by the decline in the legacy fixed-line
businesses across the Consumer segment. Our business remains
under pressure due to migration from traditional fixed-voice
to newer technologies while the SMB segment remains under
pressure due to the impact of the post-pandemic recovery.
These businesses are in the process of transitioning from voice
to data.
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Performance .
Achievements

snapshot

Mobile operating revenue up 6.3% to R21 415 million

Mobile customer base up 10.5% to 16.9 million
Mobile data revenue up 2.9% to R12 563 million
Stable post-paid ARPU at R212

Non-connectivity revenue up 13% to R827 million
Mobile data traffic at 973 petabytes

Stable performance against strong prior year

Subscriber growth ARPU

I Post-paid I Post-paid
Pre-paid Pre-paid
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FY2021

== Accelerated
=2 Mobile growth

The performance of Mobile was achieved against the backdrop
of an intensely competitive landscape and Consumer being
under pressure. Despite this challenging environment, external
Mobile service revenue increased by 3.3% to R17 505 million
underpinned by strong customer growth and stable post-paid
ARPU.

The customer base grew by 10.5% to 16.9 million at a blended
ARPU of R90. This growth was driven by the pre-paid customer
base, which grew by 12% to 14.3 million at an ARPU of R66
(FY2022: ARPU at R77). In the post-paid segment, our post-paid
customer base grew by 3.4% to 2.7 million with a post-paid
ARPU holding firmly at R212.

Challenges

Constrained macro-economic environment
exacerbated by a challenging economy,
high fuel prices and load shedding

Tough competitive landscape

Copper access-based products
continue to decline

Ongoing site vandalism and battery theft

Mobile service revenue

I Voice
Data

Mobile EBITDA/margin

Mobile
EBITDA
Margin

27.9%
27.2%

yeyd 16 938
Vvl 17 505

eRek?:! 12 593

12211
12 563

8659

FY2020
FY2021
FY2022
FY2020
FY2021
FY2022

The Mobile communication services transversal contract?,
commonly known as the RT15-2021 contract! remains an
opportunity that Telkom Mobile is pursuing. Key deals have
been secured and we are using the RT15 contract to partner with
government to reduce technology expenditure while affording
them solutions that enable as many citizens and students as
possible to access connectivity and technology.

The Mobile business grew its EBITDA by 3.7% to R5 832 million
and the EBITDA margin was at 27.2% due to improved cost
to serve ratio decreasing to 27.7% compared to 30% in the
prior year.

1 Acontract entered into by the National Treasury, on behalf of government, for the
provision of mobile communication services enabling accessibility to connectivity
and technology.
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Monetisation of broadband traffic Drive high-speed Ongoing network investment Drive digital and financial services
broadband revenue
Mobile data revenue ! : ) ) I ) Mobile sites integrated ., - :
- I I [POSEgETE In our continuous drive to increase the utilisation of and improve 9 Non-connectivity revenue grew by double-digits, with a 13%
=S 3 Pre-paid the adoption of broadband services, we continue to add relevant increase to R827 million in our mobile financial and micro-
N - adjacent products and services into our mobile and fixed-line content services. Our airtime lending book (nano loan business)
A o 0 portfolios. This is in line with our ambition to see adjacent has advanced a loan book of more than R2 billion. This nano
- Q a revenues contribute a greater proportion to our revenues. Our loan business is driven primarily by airtime recharges which now
< n 0 private pricing platform, Mo'Nice, which offers value to our o constitute 24% of total recharges with 5.3 million customers
® customers based on segmentation and their purchase history, o 9 using it. This represents an adoption rate of 49.8% of qualifying
™ < 2.9% ) ) ; ) - o0 ° 13.7%
o N is still a favourite among our customers, particularly in the " customers.
§ N N PR pre-paid segment. This has grown by 9% year on year, with PR
< more than 50% of bundle purchases being completed utilising Our digital and fintech revenue streams are starting to gain
° . ~ this platform. ° . ~ momentum. The products and channels of financial services
§ § § § § § provide avenues to de-risk our core business, extend sales
T T b In ensuring that all customers benefit from high-speed, high- b T b channels and offer new revenue. With data being at the core,
capacity broadband that enables them access to digital services, we will maintain a value-driven pricing strategy and offer
we improved our LTE portfolio and introduced more affordable segmented value propositions.
bundles starting at R49 for the lower-end segments while adding
Total mobile broadband subscribers uncapped offers at the higher end. Accordingly, our mobile data 4.5G' integrated sites i
revenue grew by 2.9% to R12 563 million. The mobile broadband Looki ng forward
; . o - .
subscriber base mcreasc_ed by3.8 ./° to 10.7 millian, representing The need for reliable always-on connectivity continues, whether
62.9% of our base that is now using broadband. This growth is . : '
) : . ) at home, on-the-go or in running a successful business. To
incremental to the surge in data demand witnessed previously dd hi d h d ite of unlimited orod
due to the pandemic address this neg ,we have create asglteo un |m|ﬁe prq gcts
© o ) o across the mobile, LTE and fixed portfolios that provide unlimited
s o e . 1
o S = 3.8% Our multi-faceted content strategy aims to stimulate broadband I N 48.6% data access. Beyond connectivity, this suite of produ_cts
— = = S Q < © responds to the economic crunch that our customers are facing
@ usage through our content value proposition, namely R 3 by enabling them to predict and control their month-on-month
o TelkomONE and our gaming option. Our TelkomONE offering ™ ¥ A sgend 9 P
has shown consistent growth, driven by SABC channels and pend.
§ § § #OperjUpThelnd_ustrg local content. TelkomVs Ga_mlng 1S Sogth § § § The services on the temporary spectrum will be migrated to
& ] ] Africa’s largest independent gaming brand and is the leading & ] ] . )
> > > . . > > > that of the newly acquired one, where we will have a smooth
i i = local platform for online gaming. In our attempt to enable o L = .
o - 20 ) ) handover between the two. The rollout of 800 MHz will be
ubiquitous access to gaming in South Africa, Telkom VS Gaming ded | di h i f
launched a mobile league within the Telkom Plus platform that 1 i i expanded to close coverage gaps and improve the quality o
rovides new opportunities for casual gamers and lowers the 4.5G is essentially LTE Advanced or LTE Advanced Pro. service for our customers. Furthermore, we currently have more
Mobile broadband traffic prov PP g than 50 5G sites nationally covering 31 towns and cities, and
barrier for entry into e-sport. : S
we plan to expand this coverage and launch 5G services in the
Site backhaul latter part of Q2.
bites == Expand the
d p . _ The 50 sites will be augmented with an additional 129 sites
mobile network ':ét;ifg which will be built and completed by the last quarter of this
g @ financial year. It is expected that these sites will not only enable
" o o The data demand has maintained the high levels established our consumer customers to experience high-speed broadband,
o by the pandemic, with our data traffic increasing by 3.3% to o ?f ° but they will enable BCX to provide bespoke solutions to Business
A 973 petabytes. We continue to strengthen our mobile network ftg ~ & customers such as mines. We also expect Gyro and Openserve
by investing in our mobile programme, which was supported to play a significant role in the enablement of 5G through mast
9 = N by a R2 756 million investment. Consequently, our footprint infrastructure and transmission backhaul, respectively.
§ 8 § was extended by 13.7% to 7 313 sites.
w w w o — ~
The drive to increase network coverage using the provisional S ] S
spectrum resulted in 840 sites being upgraded, with the s s s

temporary spectrum thus giving us a total of 3 092 sites
equipped with sub 1 GHz spectrum. The transition from the
temporary spectrum to the newly acquired spectrum from the
auction will be seamless from a customer perspective as there
would be minimal hardware and software changes required.

Roaming in target areas was reduced significantly for areas with
new site build and where sub 1 GHz sites were deployed. The
acquisition of 20 MHz of 800 MHz and 22 MHz of 3 500 MHz will
enhance coverage opportunities and facilitate the deployment
of a high-speed 5G network.
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BCX remains under pressure mainly
impacted by the IT segment, which
faced pressure in its supply chain while
Converged Communications is at the

tail end of migrating clients to next-
generation technologies. This is due to
the lingering impact of the lockdown and
the global supply chain constraints and
shortages of semiconductor chips. The
second half of the year saw good growth
due to investments in new capabilities,
progress made with strategic programmes

[l BCX

Key strategic focus areas

Converged Communications
is migrating clients to
next-generation technologies

IT business
Cloud Platform Solutions

Digital Platform Solutions

Performance review

Revenue declined by 2.6% to R15 329 million, mainly impacted
by the IT segment, which faced supply chain pressure while
the Converged Communications business is at the tail end of
migrating clients to next-generation technologies. Renewed
activity in the market has boosted our ability to stabilise our
pipeline for the next financial year.

The revenue from the Converged Communications business
declined marginally by 1.1% to R7 274 million, primarily owing
to declines in data consumption as employees continue to work
from home, and hardware delivery backlogs due to the global
shortage of semiconductor chips. The performance impact
expected by the decline in fixed voice was slightly tempered
by improved usage across the voice portfolio, offsetting data
declines and reducing the EBITDA impact expected with this
trend.

The revenue of the IT business declined by 4% to R8 055 million
due to projects being delayed because of a slower than expected
economic recovery, backlogs resulting from the global supply
chain constraints and chip shortages.

EBITDA declined by 7.1% to R2 288 million due to top-line
pressures. Cost management initiatives were implemented
resulting in a 1.9% decline in total expenses. The top line was
affected by constraints in the supply chain, which are now
reaching manageable levels.
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Performance

snapshot

Total expenses down 1.9% to
R13 105 million

Achievements

Data centre co-location at 74%
with 2 914 racks

IT business customers up 23.3%
to 1345

Certified as employer of choice in 2022

Financial performance under pressure
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Challenges

Economic pressures and continuing
supply chain constraints
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Converged Communications is at
the tail end of migrating clients to
next-generation technologies

The reduced rate of decline in fixed-voice revenue signals
the transition of the Converged Communications business
transitioned from legacy services to digital technology services,
with investments made in automation, wireless research and
development, and in the partner ecosystem for a generous
product offering.

BCX's Wireless business and Data Access Network business have
been key drivers of Converged Communications’ performance.
Wireless has seen a stellar performance with a 12% year-on-year
growth, driven by the research and development capabilities and
a focus on Wi-Fi 6 and 5G. The Data Access Network business
has also shown rapid growth over two years. The business
benefited from the increase in the availability of bandwidth,
the consumption of connectivity, cloud-based applications,
and the requirement for work-from-anywhere.

Converged Communications nearing stabilisation
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IT business

The IT business consists of two key revenue pillars for BCX.
Refocusing the business enabled the Cloud Platform Solutions
and Digital Platform Solutions businesses to develop pockets
of excellence that are expected to scale in the next financial
year. The IT business was most impacted by environmental
challenges. A sluggish economy and the Gauteng and KwaZulu-
Natal riots which resulted in clients reducing their ICT spend or
postponing large-scale planned projects.

IT remains under pressure
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Annuity revenue ratio

Existing: 78%
FY2021: 65%
FY2022: 63%
New: 22%

FY2021: 35%
FY2022:37%
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Exceptional growth FY2020
FY2021
FY2022

34.5% 19.3%

A 4 A 4
30 7%
< a
E I |
CPS DPS Innovation and DPS SS loT
Cybersecurity Technology Solutions

Cloud Platform Solutions

Cloud Platform Solutions (CPS) is the ICT infrastructure and
infrastructure services arm of BCX. Environmental constraints
resulted in revenue declines. Due to the nature of the business,
CPS requires scale to maintain profitability. In the first half of
the year supply constraints had a significant impact on its
ability to maintain scale. This turned around as supply began
to show signs of stability in the second half of the year and
while challenges will continue, predictability improved markedly.
Although performance was slow within CPS, its Security business
grew revenue significantly in the current year albeit from a lower
base. Catalysts for the stellar performance can be attributed to
early investments in novel skills and enhanced resources, while
increased cyberattacks on clients throughout the year continued
to generate revenue for the BCX Security business. BCX's rapid
response initiatives on incident reports and in managing security
risks for clients were favourably received by the market.

Digital Platform Solutions

Digital Platform Solutions (DPS) is the digital arm of BCX that
brings together highly qualified internal consultants, subject
matter experts, and sophisticated digital technologies across
BCX and partner IP?, bringing digital transformation to life for
our clients. In the current financial year, DPS noted declining
revenue as it refocused its efforts on structuring its capabilities
for efficiency and modernisation to meet market demands.
Investments were made into artificial intelligence for IT
operations (AlOps), resulting in revenue growth of 35%, with
greater gains made in the second half of the year. Growth of
19% was experienced in the 10T business. This may be attributed
to new markets, including the focused utilisation of resources
to provide greater client value.

DPS will continue to invest in the AlOps and loT spaces in the
future. It will focus on growing its digital consultancy business,
while working towards the diversification of its enterprise
application offerings to clients, such as SAP, Payroll Solutions,
Octane and SOLAR. Further efforts will be placed on the
modernisation of its IP businesses and creating synergies
through its centralisation efforts.

1 Intellectual property

Looking forward

The improved market conditions in the second half of the year
have created opportunities for growth and for BCX to pursue
its objectives in the medium to long term.

In the medium term, BCX will develop end-to-end digital
solutions focused on the key verticals and entry into new
markets. In addition, BCX is exploring the introduction of a
strategic equity partner (SEP) to unlock shareholder value, drive
sustainability and to increase our capabilities within key markets.
We would require the SEP to contribute to the capital outlay of
BCX, specifically focusing on our strategic investment portfolio.
The new partnership should be able to provide access to new
products, services, and IP such as industry applications, cloud
services, cybersecurity, digital solutions, and transformational
outsourcing.

BCX has been certified as Top Employer in 2022 as it sets out
to be a leading employer of choice for top industry talent and
expertise. This achievement allows BCX to focus on building
capabilities at organisational, team and individual levels. The
continuation of enhancing digital skills and technical capabilities
becomes the foundation of future growth opportunities.

The Converged Communications business transitioned to legacy
services due to the reduced rate of decline in fixed-voice revenue
signals to digital technology services and using 5G as a key
enabler of future growth. Part of this future growth strategy
is becoming a cloud orchestrator across cloud consulting and
infrastructure by leveraging existing assets and partnerships
with hyperscalers. These initiatives are aligned and supported
by our intent of growing our own intellectual property to meet
the demands of our clients.
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In line with Swiftnet's strategic objectives,
we continue to commercialise the masts
and towers portfolio. Our growth strategy
entails increasing tenancy on the existing
portfolio, acquiring sites and building

new towers, as well as expanding the
range of products and preparing for the
implementation of 5G by our clients.
Swiftnet’s performance was impacted by
termination of sites, continued focus on
modernisation from our Mobile Network
Operator (MNO) customers and the change
in cost allocation methodology in the
second half of the year. We remain a very
important partner to our customers as
they deliver connectivity services to their
customers throughout the country.

(o)
Il Nswiftnet

Key strategic focus areas
Optimise and grow masts and towers

Acquire strategic sites and build new
towers in line with MNO demand

Expand range of products
and services offering

Optimise and grow the
masts and towers portfolio

In the current year, we continued on the strategic course to
commercialise and grow the productive portfolio through new
tenancies, construction of new towers and IBS as well as the
development of value-add services for our clients. During
FY2022, we built 152 towers and 17 IBS sites, bringing our total
productive portfolio to 3 916 towers. We also decommissioned
commercially non-productive towers as we continued to
optimise the operational efficiency of our portfolio. We refined
our organisational structure to enhance our operational capacity
and to service our client more effectively at the regional level.

The revenue from masts and towers increased by 4.4% to
R1 292 million and was driven by commercialising the
existing portfolio, new tower builds and the rollout of IBS. This
performance includes the impact of terminations and an ongoing
focus on modernisation from our MNO customers. We expect
modernisation to continue over the next year coupled with
deployment of new base station sites as the MNOs deploy their
respective newly acquired permanent spectrum allocations.

EBITDA for masts and towers declined by 8.6% to R909 million
and the EBITDA margin contracted to 70.4% compared to 80.4%
in the previous year. The decline was due to a rebasing of
costs resulting from the implementation of a new Group-wide
methodology of allocating property operating costs (utilities,
facilities and security-related costs) across Telkom’s business
units and subsidiaries. This direct allocation methodology is
driven by site presence and usage. This new methodology
was made prospectively and came into effect in the second
half of the financial year, the impact of which was net neutral
across Telkom Group as it offset Swiftnet and Openserve.
On a normalised basis, excluding the impact of this new
methodology, EBITDA for masts and towers increased by 2.7%
to R1 021 million compared to the prior year with the EBITDA
margin at 79%.
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snapshot

Performance
Achievements Challenges ‘ ‘ ‘ HHHHHH‘ ‘ ‘ ‘

Masts and towers revenue up 4.4% to R1 292 million Growth in revenue was impacted by

termination of sites by Openserve and

i i i 0,
Productive portfolio sites up 5.9% to 3 916 e Y | (e ey

New towers (Build Programme) up 31% to 152 while other MNOs either modernised

their equipment or awaited the

. o
A AT 0 e e 0 spectrum auction before committing

EBITDA achieved of R909 million* at 70% EBITDA margin to numbers for additional sites.

Strong earnings performance

Revenue EBITDA* and margin* EBIT*" PAT*"
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* The decline in FY2022 was driven by the refinement in the property operating cost allocation methodology during the second half of the financial year across the different
Telkom business areas. On a normalised basis, excluding the impact of the refinement in property operating costs, the EBITDA increased by 2.7% from the prior year to
R1 021 million, at a 79% EBITDA margin.

~ EBIT = Earnings before interest and taxes; PAT = Profit after tax
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Looking forward

In the next financial year we expect that growth in tenancy from
Telkom Mobile will continue while other major MNO customers
begin to expand their market penetration in line with their newly
acquired spectrum and increase the capacity of their existing
sites to accommodate 5G. However, we expect our top line to
be impacted negatively by Openserve's decommissioning of
legacy equipment and further terminations from one of our
clients over the next year.

We will continue to execute on the key drivers of revenue growth
for the masts and towers business, which are to increase tenancy
on existing towers, growing the portfolio with new sites, rapid
deployment of new products and services, and preparation
for 5G.

We plan to further advance the Tower Build Programme
to meet the demand for tower co-location for internal and
external clients. The aggressive permitting of new strategic
sites will continue in FY2023 for the anticipated new spectrum
availability, densification for 4G/5G and penetration of
underserviced markets (townships and second tier towns).
Our small cells pipeline will proactively provide densification

. . . solutions for our major clients. In FY2023, we also plan to roll
Commercialised productive portfolio out more IBS in commercial buildings.

We will continue to explore the most optimal way to unlock the
Tower portfolio (all site types) Productive portfolio growth full valu_ation of the Swiftnet business in ‘_the new ﬁr?ancia! year.
It remains that the full value of the Swiftnet business is not
recognised in the valuation of the Telkom business as a leader

N?mber N?mber in the local independent tower company market. Our towers
el EisE © el EiisE Q are owned within Swiftnet and managed by Gyro Group as the
%) 9 m © ¢ external manager, and the advanced Value Unlock should affirm
N § o § the value for this business.
© )
) \
(02} Towers decommissioned in productive
© portfolio were supporting Openserve's
™ legacy equipment (and are not capable
of supporting MNOs)
FY2021 Net New FY2022 FY2021 Net New FY2022
decommis- towers? decommis- Towers
sioned! sioned?
Notes: Notes:
1 Net decommissioned comprising -591 sites decommissioned; 3 Net decommissioned comprising -53 sites decommissioned;
+83 new sites through additional database clean-up/adjustments +27 new sites through additional database clean-up/adjustments

2 243 New towers includes 74 towers completed in FY2021 and 169 towers
started and completed in FY2022. FY2021 previously not included as they
were awaiting power.
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Productive
@

1

'

Gyro continues to unlock value and optimise
the property portfolios that are in Gyro
Properties and in Telkom. Gyro focused on
progressing development planning activity for
selected development projects and engaging
with prospective development investment
partners for the execution of the development
projects. We continued to rationalise the
property portfolio by decommissioning assets
that are no longer required for operational
purposes, and disposing of excess properties
that are not suitable for repurposing or
development opportunities.

Il Gyro

Key strategic focus areas

Commercialise the
property portfolio

Enhance building costs and
operational efficiencies

Optimise utilisation of
existing data centres

Commercialise the
property portfolio

During the financial year, Gyro continued to advance the
development planning work for properties in Phase | of the
development project pipeline. The development pipeline
comprises mixed-use, industrial, student accommodation and
residential apartment opportunities. Four development projects
are in stage 3* of development planning and will be ready for
construction in the next calendar year.

The continuing COVID-19 operating environment impacted
the pace of obtaining municipal approvals in instances, but
did not severely hamper the progress of the development
planning process. We identified and engaged in investment
partnership discussions with several experienced development
investment partners for projects that are in stage 2" and stage
3* of the development planning process. We expect to conclude
development partnerships and to commence construction of
projects in the 2023. The Gyro business model is to assume
minority stakes in the development projects that we originate
by contributing the land as equity, including the equity invested
in the pre-development planning activities.
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Performance .
Achievements

snapshot

Sold 40 properties for R66.8 million

Four property development projects are in the final
stage of development planning and will be ready for
construction in the next calendar year

Ongoing focus to pursue carbon neutrality and net
zero as part of Telkom’s ESG Strategy

Engaged with experienced development partners for
investment partnership opportunities for various property
development projects

=8 Enhance building costs and
operational efficiencies

Gyro continued to reduce the property operating costs through
various cost-optimisation interventions that encompass
rationalisation of the property portfolio. Telkom adopted a
new hybrid way of working (majority of employees operating
partially at the work premise and their place of residence) that
optimises Telkom's property space requirements. The result from
the hybrid way of working will be a reduced property footprint
for operational purposes that links with the decommissioning of
legacy equipment and more technical properties. In the current
year, we sold 40 properties for R66.8 million, the proceeds of
which will be realised in the upcoming financial year. We plan to
dispose of further properties in the new year as more properties
are decommissioned or are no longer required for operations.

During the financial year, we continued to implement energy
and water-saving initiatives to optimise costs through technical
project interventions to reduce energy and water utilisation
across the property portfolio. These initiatives will continue in the
new financial yearin our environmental focus to pursue carbon
neutrality and net zero as part of the Telkom ESG Strategy.

Stage 1: Securing the appropriate land and rights to undertake the development
and the appointment of professional teams.

~ Stage 2: Establishing the viability of the project and the preliminary development
programme.

* Stage 3: Developing the approved concept to finalise the design and to outline
specifications, cost plan, financial viability and the documentation programme
for the project prior to construction.

Weak economic conditions and the reduced
demand for new real estate space

Weaker performance for the office and retail
property sector

Intense competition in the data centre space
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Data Certified
centres Tier 4 data
carrier- centres
neutral in SA

Looking forward

We expect tough trading and market conditions to remain
amidst the slow recovery from COVID-19.

We will continue with advanced property development planning
in property sectors with stable and growing demand for space
and also taking into account supply dynamics. A key focus for
the next financial year is to conclude partnership agreements
with investors and/or co-developers and commence construction
of the various identified projects in 2023.

As we adapt to the hybrid model of working, we will continue
with our efforts to minimise property operating costs through
various interventions that will include an environmental focus to
pursue carbon neutrality and net zero as part of the Telkom's ESG
Strategy. We will accelerate the decommissioning of properties
that are no longer required for operational purposes and the
disposal of all non-core property assets that are not fit for
repurposing or development opportunities.

We will focus our efforts on optimisation and expansion
opportunities in respect of existing data centres and we will
also assess opportunities for edge and conventional data centres
by reviewing the existing property portfolio.

A Telkom snapshot
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Telkom prioritised building on the foundation
that it had laid in FY2021. This included

the shift to remote work and the changing
expectations of customers and employees.
The emphasis changed from technology
solutions to business solutions, resulting

in new products and services.

Customer

KPls experience
and key Efficient service and
product launches
measures S —
Security
resilience
Improved
customer experience
Key Accelerated
. digitalisation
strategic

Hybrid workplace

Effective governance
and risk
management

focus areas

Improved customer experience

Customers are at the heart of our strategy. In crafting
and implementing our strategic initiatives, we focused on
customerimpact, ensuring speed, simplicity and improving
the self-service capability.

We introduced new products to add value for our customers.
These products are, including the e-Marketplace various
insurance policies, payment solutions and customer-
facing process automation. The technology capabilities
underpinning these products contribute to improving
customer experience, service delivery, revenue enablement
and cost efficiency.

Accelerated digitalisation

The growing demand for digital channels, remote work and
cost efficiencies have driven most organisations to consider
automation and digitisation of their processes and offerings. In
responding to this growing demand, we adopted a customer-
centric approach and prioritised the following strategic initiatives
over the reporting period.

The operating support system initiative

Operating aims to replace the current solution
support to enable newer technology with a
system focus on software-defined network
technology.
Business support systems are being
. transformed to improve customer
Business . i )
support experience and commercial imperatives.
This also includes simplification and
systems ; :
automation of business processes to
drive higher efficiencies.
Digitisation Significant effort was channelled into
of customer digitising customer channels, focusing
channels on the web and app channels.
. Further enhancements to property
Enhancing ;
roperty management |nc|ude_ loT deployment
p and new digital solutions to automate
management
the processes.
Supporting e-Marketplace was developed and
small launched for small businesses to sell
business their products and services.
. Telkom’s analytics capability improved
Improving . - 2 o
. in mission-critical applications to enable
analytics X -
actionable insights.
A multi-lingual transcription and
translation platform under the
brand of izwe.ai has been launched
Artificial in partnership with Enlabeler. This
intelligence collaboration is expected to create

about 79 job opportunities over a
period of two years and will showcase
our use of Al and machine learning.

Hybrid workplace

Technology became a mechanism to ensure that our workforce
remains productive, while adhering to government-mandated
COVID-19 protocols.

In enabling a hybrid workplace, we employed a mobility-
first approach to provide end-user devices to allow for
flexibility in line with the health protocols as well as meet the
combined demands of both remote and office work. The use
of collaboration tools intensified as new functionality became
available. The automation of internal processes continued,
including new enterprise resource planning deployments and
digital HR initiatives.
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Effective governance and risk

Our governance of the technology and information framework is based on King IV and
is in line with the JSE Listings Requirements. In addition, ISO 38500 and COBIT 2019
were factored in from an IT control perspective as outlined below:

Direct
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Talent Management Sustainability

Information Security

Strategic Asset Management
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IT
Resilience

Monitor and control

By complying with these standards and guidelines, the Board assumes responsibility for
policy and direction over matters relating to technology and information. The following
business objectives underpin our governance framework:

Strategic Resource Risk Value Performance
alignment management management delivery management

In driving these objectives, IT governance structures are integrated with corporate governance
to align IT governance objectives with corporate governance ambitions. We continued to
review and align the Telkom IT policies, standards and risks with the changing business
and threat landscape. There was a heightened drive for data governance, necessitated by
the Protection of Personal Information Act. We emphasised defining risk and governance
metrics to proactively manage risks and non-compliance.

Corporate IT Performance
governance governance reporting
Telkom Board IT Steering Committee —1——>  Telkom Group Exco
T T
Board Risk Committee IT Executive Board

T T

Integrated Governance and IT governance objectives Business unit
Risk Committee — i i
Strategic alignment Executive Committee
/I\ Performance management Value delivery Business unit assurance forum

ERM forum <1
Resource management Risk management
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In response to the ever-changing technology landscapes and potential threats, Telkom pursues a risk-based approach to
information security. We improved our security posture and the maturity of our Security Programme. This is done in line with

regulatory requirements, best practice guidelines and industry benchmarks.

Due to the rise in cyberattacks, it was necessary to increase our focus on strengthening identity and access management. We
introduced additional security domains to align with the newer threat vectors. We also strengthened analytics to enable threat
intelligence. Telkom retained its ISO/IEC 27001:2013 certification for information security management for the effectiveness

and adequacy of its comprehensive information security management system.

Evolving threat landscape

Information security management system

Risk-based approach

Third parties
Identify Protect Customers
Suppliers
——  Crownjewels —— Partners
Regulators
Respond and Detect

recover Cyber evolution

Telkom'’s strategic priorities

Telkom’s evolving IT landscape

Key focus areas in FY2023

Threat Management Programme

Curated threat intelligence
Threat analysis

Threat response

Threat monitoring

Risk domains

Access governance

Security incident management
Malware protection

Security compliance

Training and awareness
Vulnerability exposure

Cybertechnology improvements

Extended use of Al for event
detection and response

Automation

We will continue to explore newer digital technologies such as Al, machine learning and IoT to enable further automation and
efficiencies in order to improve customer experience and unlock opportunities. We will also continue with automation of governance

processes.

Innovation

Q&A with
Mmaki Jantjies

) n Why is innovation
Telkom's important for Telkom?

Head of
Innovation and
Transformation

As telecommunication organisations evolve in line with
the growth demanded of our digital age, we believe
Telkom’s long-term investment in innovation and research
and development will enable us to fulfil our ambition to
become a market leader within the telecommunication
sector. It is imperative for us to continue investing in our
telecommunication infrastructure, driving innovation
and meeting our customers’ evolving needs. Telkom is
committed to ensuring reliable connectivity. Sustainability
is crucial to our open innovation process.
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What are Telkom's research and
development focus areas?

Our forward-looking perspective is to strengthen our
Group's intellectual property while ensuring a future-fit
workforce. We are strengthening key investments in
emerging technology areas where we want to bolster
our current research and development partnerships. We
are also prioritising areas such as cybersecurity and Al.

As part of an ongoing programme to promote skills
development and sustain innovation capabilities, we
have partnered with various universities in key research
and development areas of the telecommunications
sector. This is also part of Telkom'’s initiatives to support
the United Nations SDGs regarding quality education
(SDG 4) and industry, innovation and infrastructure
(SDG 9) (refer to page 152).

How does Telkom integrate innovation
into its ESD Programmes?

Through the FutureMakers Programme (page 85), we
supported many start-ups in key technology areas.
Some of these companies became key partners in
our operations as we strengthened our commitment
to growing South Africa’s technology sector. We will
continue to invest in scalable start-ups that can solve
the most complex local challenges in providing access to
edtech, healthtech and fintech. We remain committed to
having an impact on investment. We continue to support
start-up investments and partnerships in key verticals
where our Group aims to grow and make an impact.

What role do employees have within
the innovation process?

Employees play a crucial role in our innovation ecosystem
by responding to the changing digital landscape and
adapting to the innovation sought by customers. We
want to cultivate customer-centric innovation to support
business units and empower employees through a range
of training programmes. We aim to foster an environment
that enables innovative research and development while
embracing agile working practices. We will invest in a
Group-wide innovation management platform to support
our business units’ innovations.

77
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The focus for FY2022 was to embed and
sustain the Group’s journey towards a hybrid
approach to work and to equip employees
with the tools to succeed.

To augment and enrich the hybrid environment for
telecommuters, dispatchable and office-bound employees,
we enhanced performance management, learning and
development, and ongoing employee engagement activities.

In line with Telkom’s ESG Strategy, particularly the
business stewardship focus area, we continued to take
steps to safeguard the health and safety of our employees,
customers and stakeholders.

In addition, we undertook to increase representation of
women in management positions, and more broadly grow
an inclusive workforce.

We continue to progress initiatives to extend shared value
through Investing with Purpose, including developing the
workforce of tomorrow, as well as enhancing our culture,
engagement and employee experience.

Provided additional
COVID-19 leave:
- A half-day vaccination

Material leave allocation to encourage
trade-offs employees to get vaccinated
considered - Isolation leave to assist
in FY2022 employees to manage depletion

of their sick leave

Spring day leave provided to
employees to help them counter
mental fatigue

Employee voluntary turnover
Training and development spend
Number of graduates and learners

KPls supported
and key Number of learnerships and
internships
measures

Employee diversity statistics

Total recordable injury
frequency rate

Lost-time injury frequency rate

Building a sustainability mindset
Key Transforming our culture

strategic Enabling diverse and
focus areas adaptable teams

Developing next-generation
future leaders

EE A sha ps hot of

0l Telkom's workforce

To moderate Telkom's headcount cost, the backfill of vacancies
due to staff exits have been carefully managed while ensuring
that service delivery is not negatively impacted. Telkom remains
committed to improving female representation, aligned to our
ESG Strategy commitments, with a gradual increase evident
in FY2022.

Permanent employees
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Gender diversity of Race diversity of
permanent employees permanent employees

65%
FY2020 32%
3%

68%
FY2021 30%
2%
69%
FY2022 29%
2%
Male I Black South African
Female I White South African
I Non-South African
FY2020 FY2021 FY2022
Employee
ploy @ 63  277* 3.99
voluntary turnover
Number of
differently 198 129 126

abled employees

* In FY2021, the measure of employee voluntary turnover was changed to reflect
exits through natural attrition from the Group and to exclude exits from one legal
entity to another legal entity in the Group. Consequently, there is a lower exit rate
in FY2021 and FY2022 compared to FY2020.
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Building a sustainability mindset

Telkom'’s journey to embedding its hybrid approach to work
was formalised through the work-from-home policy introduced
in August 2021. The hybrid approach supports business
sustainability by driving higher levels of operational efficiency.

Each employee’s role was categorised to identify telecommuting
employees to equip them to operate from home successfully.

- Telecommuters are employees whose work allows them to
primarily work from home. However, they may be required
to attend face-to-face engagements from time to time

- On the other hand, office-bound employees are those
whose jobs are fully customer facing and/or cannot be
done remotely

Enabling our employees with the right equipment and tools
to work contributes to a motivated and engaged workforce. A
Telkom grant was made available to telecommuters to purchase
home office equipment required for productive work, including
desks, ergonomic chairs and a range of alternative power supply
products. In addition, internet connectivity is also offered as
a tool of trade. These initiatives, which enable the work-from-
home environment, will be rolled out in staggered phases.

Office-bound employees resumed working from the office on
1 March 2022 and are assigned dedicated desks to enable safe
working practices. Telecommuters also have access to Telkom
premises on an ad hoc basis.

One of our ESG imperatives is to foster inclusiveness and
transparency in the workplace. In line with this objective, we
revised the HR portal to better align with the employee life
cycle. This provides a new and enhanced employee experience
through a single hub that links all HR specialisations and provides
information relevant to career life stages and paths within the
Group for new and existing employees. This portal is supported
by the hybrid portal that guides employees and line managers
to navigate the complexities of the new world of work.

Enhancing our employee experience

While we experienced challenges inimplementing the HR
digital transformation project in the past year, a decision
has been taken to enable a Telkom Group instance of
the digital system and a BCX instance. This will decouple
the current system and enable each implementation
stream to execute the tailored module needs for each
group. We anticipate that the two system updates will
go live in the third quarter of FY2023.

Developing the workforce of tomorrow

Digital literacy is driven through the Group’s learning
management system. A central focus has been to drive
employee uptake, usage, engagement and return on
investment on the platform. In the new financial year,
we will expand the educational content to incorporate
new learning pathways that focus on building a resilient
and emotionally intelligent workforce.

Transforming our culture

Besides driving higher levels of operational efficiency, the hybrid
approach to work s also key to transforming the Group’s culture,
and is aligned to the Investing with Purpose focus area of the
ESG Strategy. Our culture programme, the X Factor, takes its
inspiration from Telkom’s purpose of seamlessly connecting our

customers to a better life, and extrapolates this to our employees.
The programme aims to enhance alignment between our people
and Telkom'’s business goals by focusing on each individual or
team’s efforts to achieving the goals. Every action or contribution
thus becomes a force multiplier to increase our impact, and as
efforts are added over time, the Group achieves more. The X Factor
is designed to embed organisational activities with meaning
and purpose to unite our strengths and build on our successes.

The Group's performance framework continues to support the
hybrid work model. The framework is underpinned by the SAP
SuccessFactors system and four online modules on the learning
management system. This guides employees and line managers
toinculcate a rhythmic cadence that supports high performance.
New modules and events based on patterns or trends are
initiated throughout the year to maintain and drive the focus on
performance management and ensure new perspectives. Refer
to page 125 of the remuneration report for more information.

The new Coaching for Growth module aims to refine line
management’s skills to enhance performance conversations
and feedback processes. It also enables a continued focus on
leading indicators, performance plans aligned to business goals
and future-focused objectives.

Enabling diverse and adaptable teams

As part of how we instil accountable and ethical operating practices,
Telkom reviewed the implications of the shift to a hybrid work
model. We acknowledge that the new ways of work offer flexibility
and autonomy to employees but can also lead to mental and
emotional fatigue. The mental health of employees is a key
consideration that helps them thrive and sustain their performance.
We introduced the concept of Spring Break in the year to enable
employees to take two company-funded leave days aligned to
the 24 September public holiday. Besides giving employees time
off, it reinforces our commitment to our people and their wellbeing
and recognises them for their contributions and performance.

To support the transition to a hybrid work culture, two
interventions are progressing to intentionally guide and promote
a sustainable performance culture:

a Learning-for-growth mindset

An accelerated approach to the continuous upskilling and
reskilling of employees is a key strategic lever that enables
sustained and exceptional organisational performance.
Creating a learning-for-growth mindset drives continuous
employee development and creates an internal pipeline
of talent. Our employees are encouraged to embrace
Telkom’s Investing with Purpose imperatives through
ownership of their development programmes, learning
new skills and updating their capabilities to be future-fit.

QOur Skillsoft is an online, self-paced platform that
supports remote working while propelling learning-
for-growth. It places employees in control of learning
and development and is a demonstration of Telkom'’s
commitment to growing the workforce of tomorrow.

e No meeting Friday afternoons

This ensures employees have more uninterrupted work time
to enhance productivity. We introduced this initiative due to
a significant increase in meetings brought about by remote
working. It also allows employees to schedule learning
time to prioritise developing new skills and capabilities.
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Talent management

One of Telkom'’s value propositions for potential candidates is
that we offer a range of different careers across our different
business units. This includes IT, telecommunication and digital
products and solutions, sales and networks, data science,
engineering and Al, property development and management,
digital marketing, finance and audit, procurement, and logistics.
When candidates join Telkom, they can grow a lifelong career
in the Group and develop their skills across functions and
specialisations. We encourage career mobility (promotions
and lateral transfers) across our business units.

Succession and career mobility

Our talent review and succession planning approach and
process is well embedded in the business. It uses our online
SAP SuccessFactors system across all management levels and
continues to inform many of our people-related initiatives and
talent actions. Our approach ensures we proactively develop,
deploy and retain our key talent.

Key highlights from FY2022

of successors for
0% Executive level are

deemed ready in

less than two years

of internal talent
49% mobility at
Executive levels

Solid investments were made to upskill and develop our
internal talent through our Leadership Development and Talent
Development Programmes. Executive coaching has been pivotal
in shaping and supporting high-potential leaders over the past
year, and we envisage that this will continue into FY2023.
To continue building our internal talent pipelines, we will be
developing young talent through targeted internship and
learnership programmes throughout FY2023.

Leadership and talent development

Our Talent Development Programmes are designed to keep
future-skills and digital skills at the forefront. These are geared
towards developing our high-potential internal talent and
leadership pipeline. We aim to build leadership capabilities
across foundational, tactical and strategic levels, and specifically
emphasise female leadership development as a component of
Investing with Purpose. These programmes include a strong
application component, allowing delegates to apply their
learning in the workplace.

Leadership Programmes

- The Advanced Management Leadership 4.0 is a customised
programme designed in partnership with the University of
Cape Town - Graduate School of Business. It specifically
aims to develop leaders within the Group by preparing them
and advancing their skills for future business needs. In total,
103 delegates at Senior Management and Executive levels
graduated in February 2022.

- The Digital Leadership Programme is an 18-month formal
Postgraduate Diploma in Digital Management combined with
a business action learning project. It provides a platform
for applying learning throughout the programme to upskill
delegates and benefit the business; 47 Senior Managers and
Executives commenced the programme in November 2020
and are anticipated to graduate in June 2022

- The Managers of Managers Programme (MoMP) was
launched in January 2022, with 71 middle management-
level employees participating over 19 months. This is a formal
NQF Level 8 Programme, and it has a strong practical and
business component

- The Foundational Management Programme is similar to the
MoMP, but geared towards junior management and specialists
moving into management roles. This NQF Level 7 Programme
commenced in January 2022 with 66 delegates, and will run
parallel to the MoMP over 19 months

Female leadership development

- The Female Leadership Development Programme (FLDP)
is a well-established and prestigious programme aimed at
middle management level. The fourth cohort commenced in
April 2021 with 42 delegates. Although the FLDP was designed
as a 12-month programme, it was extended to 15 months
due to its migration to a fully virtual delivery. We anticipate
that the delegates will graduate in June 2022. Five promotions
(10% of the FLDP participants) were made and a 95% retention
rate achieved

- The Women in Operations Programme focuses on the
growth and development of qualified high-potential, high-
performance women at operational and junior management
levels. It continues to drive workplace transformation in
Openserve and Group IT. Having transitioned to a fully virtual
offering and the second cohort graduated in March 2022.
Given the positive feedback from line management and
delegates, a third cohort of 30 delegates commenced the
programme in August 2021

Training and development

Telkom places a strong focus on building a learning culture
through our Learning 4 Growth campaign, with self-directed
and on-demand employee development being fundamental in
evolving and embedding the hybrid approach to remote work.
The learning content supports the employability of individuals
who are no longer bound by the need to complete formal
courses in a particular field.

Through this blended approach, employees are able to upskill,
multi-skill and reskill continuously, based on a view of self-
managed careers, interest and jobs of the future. It provides
shared value for Telkom and its employees in terms of the
following:

- A culture of learning builds skills for our current and future
business needs, enhancing the Group’s competitiveness

- Foremployees, it creates opportunities for career development
and progression, promotions, and stimulating work.

Our development programmes are aligned to the sector skills
plan and to the skills required for the business.

The decrease in total learning spend was due to the lower
numbers of classroom-type training and the migration to online
training because of the COVID-19 pandemic. This shift has
resulted in a reduction in overall costs.

Training and development spend (R'million)

FY2020 FY2021 FY2022

Telkom? 199 93! 80!
BCX 63 51 50
Gyro 1 12 r
Group 265 145 131

1 Telkom includes Openserve, Telkom Consumer and Corporate Centre.
2 Gyro includes learnership stipends.
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Part-time In total, 201 part-time bursaries were awarded

bursaries for the 2022 academic year across the
Company, with a total spend of R6.5 million.
These included a range of formal qualifications
(NQF Level 5 to NQF Level 9), and prioritised
scarce or critical skills areas such as digital,
technical and data science areas.

Centre for Safety, health and environment training

Learning continued with almost 1 000 attendees. Sales
and Client Care training empower our people
to deliver customer-centric service.

FTTH Technical training was reintroduced. Where
Technology  practical and possible, training was facilitated
upskilling online. Training requiring physical and practical

components (e.g. FTTH) was crafted with
COVID-19 risk mitigation strategies in mind. Over
1600 attendees participated in technical training.

Atotal of 422 FTTx? candidates completed the
course in FY2022.

e-learning We launched a comprehensive e-learning
offering with over 3 000 learning content
elements ranging from short courses, videos
and audio books to learning channels and
certification courses that are available to
all permanent employees. This supports
our learning-for-growth culture, enabling
employees to easily access a wide range of
learning content in line with their personal
development plans and career goals. A 38%
user uptake of the e-learning content was
recorded in this financial reporting year.

3 Fibretothe x (FTTx) is a collective term for various optical fibre delivery topologies
that are categorised according to where the fibre terminates.

Developing next-generation
future leaders

Telkom Foundation learner bursaries

It is vital to build the external talent pipelines at tertiary
education level to broaden the talent pool. Through the Telkom
Foundation, we provide a full-time bursary programme for our
top learners. A total of 18 full-time bursaries were awarded to
the top matriculants from Telkom Foundation schools. Telkom’s
investment will support these learners in meeting their basic
needs to focus on learning.

Next-generation skills

Telkom launched the Centre of Excellence (CoE) technology
research and development initiative in 1997. This year we
sponsored seven postgraduate learners through a R740 000
investment (FY2021: eight learners, R820 000) and placed four
postgraduate learners in permanent employment in the Group
(FY2021:3) postgraduates placed).

Approximately 180 full-time postgraduate students benefit from
the CoE Programme yearly, and Telkom provides R8.6 million
in research funding to 15 CoEs.

The CoE focus has been to include a structured learning
programme for CoE graduates once they are placed in the
business. In partnership with Duke Corporate Education, the
graduates take part in the Journey to the Summit Programme.
The first cohort of 30 delegates commenced the programme in
October 2021, and the second cohort of 15 delegates started
in February 2022.

Full-time bursaries were introduced as a future feeder talent
pipeline to the postgraduate CoE Programme within Openserve
and across the Group. Five undergraduate bursaries (totalling
a R500 000 investment) were awarded within Openserve in
February 2022.

Refer to the social and relationship capital section on page 84
forinformation on WeThinkCode and the Explore Data Science
Academy, which supports our ESG Strategy focus on Investing
with Purpose.

Learnerships and internships

In line with business requirements, Telkom continues
its focus on creating opportunities for unemployed and
employed learners. Through learnerships and internships,
unemployed learners are able to build skills and attain
work experience and gain insight into the world of work,
specifically in the ICT sector. Telkom provides a platform
to explore different specialities across several functions,
expanding career path knowledge and opportunities
for future studies.

In FY2022 Telkom had 992 learnerships and internships, an
increase of 48.2%, comprising 293 participants continuing
from FY2021 and 699 new participants (FY2021: 669).
The programme covers project management, digital skills,
leadership, ICT network maintenance, and IT system
support.

Total learnership/
internship population

Employed Unemployed
learners 411 581 learners
41% 59%
192 219 129
Learnerships Internships Differently abled

participants

Race Gender
86% Black Ricbac
14% White

A 48.9% increase in A 47.8% increase in the total
the total intake of intake of unemployed learners.
employed learners.

A 7.6% (121) increase

An increase of 94 in male learners and an
black learners from increase of 47.8% (67) female
FY2021. learners from FY2021.
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Organised labour

In accordance with Telkom’s labour relations approach and
philosophy, the involvement of trade unions as material
stakeholders is appreciated and embraced. Telkom has a
recognition agreement with the Communication Workers Union
and South African Communication Union (the Alliance) as a
strategic business partner.

The Alliance has organisational and collective bargaining
rights and is represented at business unit and Company forum
structures. This includes the GCEO strategic briefing session’s
structure. Health and safety is a standing agenda item at the
Company forum meetings. Telkom and the Alliance interact on
national matters during these meetings.

Permanent employees belonging to a union (%)

FY2020 FY2021 FY2022

Telkom? 54 52 902

57 26 -
BCX = = -
Gyro 31 32 30

1 Telkom includes Openserve, Telkom Consumer and Corporate Centre.
2 The Telkom figure for FY2022 is inclusive of Yep!.

BCX does not have any recognition agreement or stop-
order facilities with any union. Trudon has a recognition
agreement with the Communication Workers Union with full
organisational and collective bargaining rights.

Freedom of association

Telkom embraces the right to freedom of association. There
are three unrecognised unions (Information Communication
Technology Union, National Union of Metalworkers of South
Africa and Solidarity) with members at Telkom. These three
unions’ membership percentages are below Telkom’s 30%
union membership representativity threshold.

Section 197 - Telkom Group

The Group had two Section 197 automatic transfers. The first
was between BCX and Telkom SA SOC Ltd and the second
between Telkom SA SOC Ltd as a wholly owned subsidiary.

Substantive negotiations

The settlement agreement signed in April 2021 between Telkom
and the Alliance ends on 31 March 2022. The parties agreed
to commence substantive wage negotiations for FY2022/23.
In preparation for these negotiations the parties agreed on
the substantive procedure that details the negotiation rounds
as follows:

- First round - 23 and 24 March 2022
- Second round - 4, 5, 20 and 21 April 2022

The Company received the Alliance’s consolidated wage demand
listand is procuring a mandate from the principals in preparation
for the negotiations.

Occupational health and safety and
employee wellness

Employee wellness

Many industries dealt with a number of prominent employee
wellbeing themes during FY2022, including lower levels of
employee engagement, increased stress, and more severe
burnout. Telkom’s Integrated Employee Health, Wellness and
Safety Programme is a critical element of the Group’s strategic
investments. In partnership with a service provider, we aim to
provide a safe and healthy working environment and increase
employee wellbeing and productivity.

Employers should offer integrated health management solutions
that focus on physical, mental, legal and financial wellbeing,
irrespective of location. Also, workplace wellness should focus
holistically on employees and their families. Hence, Telkom
entered into a partnership with a new wellness service provider
to provide a holistic, people-first health and wellness solution. We
are confident that they will be able to empower our employees
and their families navigate their wellness needs in the new normal.

ICAS, our wellness service provider, supports Telkom in driving
holistic wellness. Key themes and topical issues are deployed
across the Group on a quarterly basis to raise awareness, build
knowledge and understanding, and enable employees to get
help and support if they are facing difficult times. ICAS also
provides a variety of webinars, live events and information
sharing sessions that aim to improve the psychological defence
and coping mechanisms of employees.

COVID-19 initiatives

The Group played an active part in ensuring the safety and
wellness of employees and their families by helping to curb
the spread of COVID-19. In partnership with Dis-Chem, Telkom
embarked on a vaccination drive, with 1 299 Gauteng-based
employees and five extended family members vaccinated in
three sessions during July and August 2021.

Telkom introduced a new leave code to encourage employees to
get vaccinated, in line with our focus on our employee health and
safety. The leave code provides a half-day special leave (non-
quota leave) per occasion for an employee to get vaccinated.
The new code also provides special leave for employees to take
in conjunction with sick leave. The leave is provided on a 50:50
basis for the mandatory isolation period when employees test
positive for COVID-19. It is regularly realigned to changes in
the government’s recommended isolation period.

We provide consistent messaging on COVID-19 to create
awareness and continue encouraging employees to get
vaccinated.
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Health and safety

To support the new hybrid model and create awareness of
potential safety risks associated with working from home, Telkom
designed a self-inspection checklist for all telecommuters. It
provides information on potential health and safety risks and
practical tips to reduce and/or eliminate these.

We also conducted ergonomic assessments to ensure that
employees with musculoskeletal disorders and/or physical
limitations were issued with work tools and equipment that
are appropriate for their conditions.

Our safety performance has steadily improved over the past
five years. This is due to initiatives that have been put in place
to enhance the safety culture across the Group. We are pleased
that Telkom has recorded zero fatalities for FY2022 across all
our operations. We continue to invest to improve occupational
health and safety to safeguard our employees.

FY2018 FY2019 FY2020 FY2021 @agiirri

1,2
Telkom
Total recordable 1.39 1.24 0.93 0.76 0.79
injury frequency
rate
Lost-time injury 1.18 0.98 0.68 0.56 0.70

frequency rate

Fatal injury 0.02 0.02 - 0.01 -
frequency rate

BCX'

Total recordable 0.22 0.41 0.55 0.17 0.13
injury frequency

rate

Lost-time injury 0.08 0.29 0.45 0.15 0.07

frequency rate

Fatal injury = = = = =
frequency rate

1 Permanent employees only.

2 Telkom includes Openserve, Gyro, Swiftnet, Telkom Consumer, Corporate Centre
and Yep!.

Key focus areas in FY2023

We aim to:

- Inculcate and advance a high-performance culture and
execution bias

- Develop skill sets to improve employee engagement and
motivation within the hybrid approach to work

- Evolve culture to be a competitive advantage for Telkom

Whether remote or onsite, high-performing teams need to be
supported by leaders who engender a culture of accountability,
creativity and collaboration. We will continue undertaking
enhancements and developments to current human capital
processes to drive a high-performance culture. Ultimately, this
will drive execution and a customer-centric mindset.

We will deploy training interventions using a blended approach
to learning. The training is directed at management employees
and will focus on developing and embedding a coaching mindset,
skillset and capability. This allows the shifts to be cascaded
from the top into the business.

Building organisational emotional intelligence will promote skills
for intentional engagement, transparent communication and
enhanced feedback in a hybrid workforce. These skills will drive
compassion for stakeholders and enable greater self-awareness
for learning and development. Enhancing employee recognition
across the Group will support these interventions while nurturing
geographically inclusive as well as diverse teams

Through our focus on Investing with Purpose (ESG Strategy:
page 50), we commit to developing and growing our female
talent pool for Senior Management positions. We will implement
defined programmes that translate intent into action.
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As a post-COVID-19 “new normal” started
to emerge, Telkom worked on adapting our
capabilities to find sustainable solutions to
South Africa’s challenges in education, skills
development, technology innovation and
entrepreneurship. These are key platforms
for building an inclusive digital future for all.

These platforms support socio-economic upliftment, which
is aligned with our ESG Strategy focus area of Investing with
Purpose, and also indirectly contribute to our commitment
under our Digital Services focus area.

KPIs
and key
measures

Number of SMMEs impacted
or supported

Number of jobs created
(direct and indirect)

R'million invested in digital
skills programmes

R'million invested in
the Telkom Foundation

Number of learners and
teachers impacted

B-BBEE ratings

Employment equity plan targets

Diversification of procurement
spend

Key
strategic
focus areas

Diversify our supply chain
and sales value chain (such
as dealers) and accelerate
innovation in the technology
sector, focusing on SMMEs.
This is a mitigating factor in
managing supply chain risks

Digital skills development

Holistic school development
and integrating ICT in schools

Governing social and
relationship capital

The Social and Ethics Committee is responsible for transformation
and B-BBEE oversight. Senior Management is responsible
for transformation performance, led by the Group Exco and
supported by functional leadership.

Social and
Ethics

Board

accountability

Committee

Group strategic Group
direction and targets Exco
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o =]
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Supporting ESD: FutureMakers

Telkom launched FutureMakers in 2015 to develop ICT

SMMEs within the sector and our supply chain. We focused
on diversifying our supply chain and partnering with SMMEs
that have the potential to enhance our innovation capabilities.
FutureMakers currently has 289 (FY2021: 248) SMMEs registered
on various programmes.

Through our Supplier Development Programmes, incubation and
funding initiatives, we have supported over 2 500 enterprises
since 2015.

In FY2022 FutureMakers supported SMMEs on various
programmes with R88 million (FY2021: R31 million) comprising
R37 million in grant funding; R36 million in incubation, training,
and prototyping; and R15 million in interest-free loans.

The grant funding was awarded to 74 SMMEs, of which 38 are
on our Supply Chain Programmes and 36 on our Innovation
Programmes. The purpose of the grant was to help SMMEs
scale their businesses and to mitigate against a tough economic
climate. The grant was awarded based on a sound business
case, potential to create employment, and the experience of
the management team.

In our Supply Chain Programmes, we supported 10 women-
owned SMMEs on the Independent Field Technicians Programme
by purchasing fibre cables to help them roll out Openserve's
fibre programme.

In our Innovation Programmes, the 11 selected businesses
that are part of the Township Innovation Incubator completed
their training modules and moved to the prototyping stage.
BCX's Software Development team worked closely with the
entrepreneurs to improve their prototypes, and in some
cases develop minimum viable products worth R5 million. In
addition, Telkom FutureMakers hosted two hackathons which
saw seven start-up teams emerge as winners out of over 50
teams in solving some of Telkom’s key innovation challenges.
The first hackathon was a Gaming hackathon held in partnership
with Tshimologong. The second hackathon was a partnership
with 22 on Sloane and marked the celebration of the Global
Entrepreneurship Week. All participants received more than
R8 million in incubation, mentoring, prizes, and marketing
exposure.

The Telkom FutureFund, managed by IDF Capital, has made
137 transactions since 2015, with R238 million in total
commitments and net investments (considering repayments
and disbursements). Most of the indirect jobs (26 463) were
created by the invested portfolio. The Telkom FutureFund has
now begun its divestment period, which means that that the fund
will only be making follow-on investments and engaging in value
creation activities to ensure the growth of the invested portfolio.

Focus area 1l

Diverse Supply Chain and Sales Value Chain Programmes are
providing opportunities for SMMEs to thrive in our value chains
and mitigate supply chain risks identified in the business.

IFT Objective: Outsource the fault repairs of
Programme our network to SMMEs, providing access
to the market.

Outcome: Telkom procured R203 million
from 32 participants (FY2021:

R105 million; 31 participants). There were
599 (FY2021: 474) technicians employed
by the IFT companies.

Consumer Objective: To work with SMMEs in the
Dealers distribution of Telkom products in the
Programme sales value chain.

Outcome: R17 million revenue generated
by 15 Telkom Consumer Dealers in the
FutureMakers Programme (FY2021:

R20 million; 12 dealers).

BCX Objective: To provide IT companies

Subcontractor  with access to the market through

Programme subcontracting opportunities from
our clients.

Outcome: The programme had 177
registered SMMEs (FY2021: 86).
Subcontracting opportunities worth about
R225 million were created for SMMEs
although none were successfully closed
in FY2022. Subcontracting opportunities
worth R126 million were successfully
subcontracted in FY2021.

Focus area 2

Innovation programmes are geared towards incubating, investing
and commercialising enterprises that are developing solutions
using emerging technologies.

FutureFund Objective: To invest in technology start-
(venture ups from seed to growth stages through
capital fund equity, quasi-equity and debt. The total
with IDF fund is R250 million.

Capital)

Outcome: Total commitments of
R238 million in 137 transactions since
2015 (FY2021: R207 million; 108
transactions).

Innovation Objective: To provide technology
support, incubation, and acceleration to
emerging technology start-ups solving
social challenges.

Outcome: Overall, 11 entrepreneurs
were selected based on the strength of
their entrepreneurial orientation and the
social problems they were solving. They
have completed their training and have
progressed to the prototyping stage.
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Developing digital skills
L) for the future

We aim to empower a pipeline of young people with future-
ready skills to fuel Telkom'’s innovation and transformation
agenda, as well as support the digitalisation of South Africa’s
economy. This was driven by an investment of R37 million in
FY2022 (FY2021: R37 million), with key programmes being the
Explore Data Science Academy and WeThinkCode partnerships.

We renewed our contracts with Explore Data Science Academy
and WeThinkCode for a further three years from 2022. This will
support an additional 600 students over the period and secure
a coding and data science talent pipeline.

Despite the ongoing constraints of COVID-19, the students'
performance levels remained high. This stands as testimony
to the resilience of the students, agile business models and
the strength of institutional leadership. With ongoing support,
students have continued to adapt well to hybrid learning
approaches, and this is providing valuable lessons for scaling
digital learning in the future. We enabled students to study from
home with the necessary support in hardware, software and
data, as well as with innovative pedagogical support through
enhanced peer-to-peer interactions, mentorship and tutoring.

The Explore Data Science Academy transitioned to a hybrid
model. Thirty BCX-supported students from geographically
dispersed towns are now participating completely online in a
pilot to see how well they will cope with the complex subject
matter when learning at home. The pilot is also testing prospects
for greater access and inclusion. Internet connectivity and
electricity outages did pose challenges, particularly between
September and December 2021 when students were working
on their business projects. However, the projects have still
generated business value with their focus on a range of issues
including retail shelf space insights, prediction of diabetes,
customer experience, cable and infrastructure theft, and digital
maturity models.

The 2022 cohort of data science students has shown the benefit
of the hybrid model, with students from more provinces in
South Africa now taking part.

The 2021 WeThinkCode cohort performed well, with a 99%
retention rate after four months. Of the 433 students, 49%
are women, 94% are black and 90% come from low-income
households (with an annual income below R350 000). BCX
supported 60 students.

The 2020 cohort has been employed by over 60 companies,
many of them small and medium-sized businesses. This was
driven by a conscious effort to infuse these skills in technology
start-ups as engines of growth.

We made steady progress in improving the representation of
women in our coding and data science cohort, as illustrated in
the graphs alongside.

Female representation
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Investing in digital skills will drive shared value for our business
by growing the pipeline of talent to take our business into the
future. It also drives our ESG commitment to impact 30 000
lives through digital literacy by 2023. This will directly support
national objectives to enhance economic and social innovation
in all sectors built on digital skills*.

1 Implementation Programme for the National Digital and Future Skills Strategy of
South Africa, 2021 - 2025, Department of Communications and Digital Technologies.
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I Supporting our communities:
LAl Telkom Foundation

The Foundation invested R76.8 million (including
administration costs), with R36.4 million invested in
education, R25.3 million in digital skills and R7.8 million
in Social Development Programmes (FY2021:
R52.7 million).

Our social investments are aligned to our purpose and
core business, and thus support a shared-value approach
to education in a digital age.

The Telkom Foundation (the Foundation) continued to support
young people in improving their performance in science,
technology, engineering and mathematics (STEM) subjects,
which will enable them to access post-schooling and future
economic opportunities. The Foundation also continued to invest
in reskilling unemployed youth through training accredited
by the Media, Information and Communication Technologies
Sector Education and Training Authority (MICT SETA), to enable
them to access employment and entrepreneurial opportunities
in the ICT sector.

In 2021, the Foundation’'s integrated High School Support
Programme reached a five-year milestone with the first
group of 1 343 of the 3 140 learners reaching Grade 12. This
group achieved 354 distinctions. Telkom offered bursaries
to 25 learners who achieved two or more distinctions. The
Foundation provided Grade 12 learners within supported
schools with a facilitated and structured programme to help
them to apply for and secure post-school study and funding
opportunities.The programme supported 492 learners, of whom
187 were able to secure opportunities in various institutions. The
STEM Supplementary Tuition Programme continued through a
hybrid model of online and physical classes.

Nationally, over 10 700 learners access learning through
Lightbulb, the Telkom-supported education platform. Of these,
3687 learners accessed the platform through learning devices
and mobile connectivity provided by the Foundation, making
it easier for them to connect and learn remotely.

The Psychosocial Programme continued to support learners in
need of counselling. It conducted awareness programmes on
relevant topics within the 22 Foundation-supported schools in
Tshwane West in Gauteng and Ggeberha in the Eastern Cape.

National
Childline
and Lifeline
telephone
counselling

Reached

643 570
people

We migrated the Digital Skills Programme onto an online
platform, enabling learning to continue despite COVID-19
challenges. This year, 228 high school learners completed year 3
of the programme. We introduced these learners to various
types of technologies including robotics, systems development,
fintech and blockchain.

To ensure sustainable and long-lasting impact, the Foundation
deployed comprehensive ICT solutions in supported schools
that included devices, connectivity, ICT labs and interactive
white boards. Support also included training teachers and
principals to ensure that they could utilise this investment.
We trained at least 150 teachers on the ICT equipment and its
role in improving pedagogy and content in STEM subjects. We
extended the training to approximately 6 000 teachers outside
the seven schools during the pandemic.

The Foundation worked with the schools to develop instructional
leadership among the principals. It also focused on creating a
network where they can support and share insights and lessons
on how to deal with school challenges.

Widening access to learning

The Foundation worked with Telkom to identify education
sites that could be zero rated, thus widening access to
learning beyond Lightbulb. To date, over 1 000 education
sites have been zero rated, enabling more learners to
access content at no cost.

Telkom zero rated an additional 200 public service sites
to enable easy access to public service information.
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Working in partnerships

In partnership with the Department of Education, the Foundation
developed a virtual framework to support the establishment
of virtual schools. We also developed a framework to manage
partnerships to deploy ICT in schools and guidelines on the
use of digital content, particularly in general education and
training. Furthermore, as part of our ESG drive under the focus
area, Investing with Purpose, we piloted the use of technology
to improve teaching in schools with multi-grade classes in the
Free State and Eastern Cape.

The Foundation worked with its partners to migrate the
Digital Skills Programme onto an online learning platform.
The programme reached 250 unemployed youth:

- 140 towards the MICT SETA NQF Level 4 Further Education
and Training Certificate in Information Technology

- 110 towards the NQF Level 5 National Certificate
in Business Analysis Support Practice/Information
Technology

Of the 240 youths, 205 completed the training programme. We
placed 85 within the Group for experiential learning. We also
placed 95 within Gauteng libraries through the Foundation’s
partnership with the Gauteng Department of Sports, Arts, Culture
and Recreation, and a further 25 within SMMEs.

M Case study |
B Matric class of 2021

The journey with the class of 2021 started in 2017. The
Foundation provided these learners with comprehensive
support over the years, prioritising supplementary STEM
tuition. It included psychosocial support and management
as well as digital skills training to develop their skills and
expose them to careers in ICT.

This cohort faced unique challenges due to the
impact of COVID-19 for Grade 11 and 12 (in 2020
and 2021), drastically reducing their teaching time
at school. Through the Foundation’s supplementary
tuition support, they achieved significantly improved
results as illustrated below.

Comparison to the pre-COVID-19
class of 2019

- 1245 learners wrote the Grade 12 examinations in
2021, an increase of 53% from the 2019 class

- They achieved a pass rate of 78.6%. While this rate
may be 6.4% lower than the 2019 class pass rate,
there was anincrease in the overall number of learners
who sat for the examinations and passed

- 979learners passed - with 288 more learners passing
Grade 12 than the 2019 class, an increase of 42%

Quality of Number of
passes distinctions
Of the 979 learners The cohort achieved

who passed: 256 distinctions:

- 445 learners (45%)
achieved bachelor
degree passes

- 36 distinctions in
maths and science

- 11 learners achieved

- 363 learners (37%) three or more
achieved diploma (including maths or
passes physical science),

- 171 learners (18%) with three learners
achieved higher achieving six or
certificate passes more distinctions

Post-schooling

The Foundation assists learners with career management
by offering structured hybrid support to assist them
connect to post-school opportunities.

- 492 learners successfully registered for the voluntary
support programme. 395 applied to various post-
schooling institutions and also applied for funding

- Thetop 25 learners received full bursaries from Telkom
and the balance of the 187 learners received other
funding from the National Student Financial Aid
Scheme or other bursaries

- Learners are pursuing studies in various fields
including:

25% in health sciences
12% in the engineering field
FY2022 12% in computer sciences

47% other

CASE STUDY
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B Su ppo rtin g
¢ B-BBEE

(1

As an integral driver of economic and social transformation in
South Africa, B-BBEE continues to be an area of focus and the
Telkom Group constantly strives to maintain and/or improve its
performance. A Youth Employment Services (YES) partnership
was entered into this year which was aimed at contributing to
the alleviation of the youth unemployment challenge whilst
also improving the B-BBEE level for Telkom Soc by a level.

The Telkom Group therefore was able to achieve level 2 for both
BCX and the rest of the Telkom Group:

B-BBEE ratings

Scoring element

and weighting points FY2020 FY2021 FY2022
Telkom

Ownership (25) 1591 17.08 18.52
Management

control (23) 19.29 16.66 17.81
Skills development (20) 16.69 17.06 19.36
ESD (50) 47.06 47.41 44.13
Socio-economic

development (12) 12.00 11.92 12.00
Total (130) 110.95 110.13 111.82
BCX

Ownership (25) 18.76 17.08 18.52
Management control (23) 17.67 15.82 16.17
Skills development (20) 18.78 20.67 19.18
ESD (50) 51.41 49.47 50.60
Socio-economic

development (12) 12.00 12.00 12.00
Total (130) 118.62 115.04 116.47

Telkom SA improved from a B-BBEE Level 3 to a Level 2 status.
BCX maintained a B-BBEE Level 2 status.

Procurement with black-owned businesses

FY2020 FY2021 FY2022
Category R'’billion R'’billion R'billion

Overall spend with black-
owned enterprises 25.00 29.87 28.69

Spend with black-owned
small enterprises 161 151 2.09

Spend with black-owned
generic large enterprises 428 28.35 27.92

Overall spend with black
women-owned enterprises 9.8 7.02 11.03

Key focus areas in FY2023

The key focus areas and initiatives for FY2023 are as follows:

Enhance our culture, engagement
and employee experience

9

Develop the workforce
of tomorrow

0o

Recruit to grow an
inclusive workforce

0
—Jo
+

Grow local SMMEs

Invest in township
innovation

Zero-rated access to
key public websites

Provide educational videos
through TelkomONE

Expand educational
content through Lightbulb
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Our focus in FY2022 was to responsibly
mitigate the impact of climate change
through our energy, water and waste
management practices. We stand firm in our
conviction as a responsible operator, and
we set out our pathway to carbon neutrality
by 2035 and a net zero target by 2040.
These commitments flow from the Group’s
ESG Strategy, specifically the Operational
Efficiencies focus area. We have several
in-flight activities that translate our
intention-in-action.

Key highlights:

- Telkom developed an ESG Strategy that is in line
with the Global System for Mobile Communications
Association’s (GSMA) ambition of net zero emissions
by 2050

- We signed a Science-Based Target (SBT) letter to
combat climate change

- Work is in underway to set Scope 1 and 2 projections
for SBT and we will submit the projections to the
Carbon Disclosure Project for validation and approval

KPIs Scope 1 and

and key Scopevzvemlssmns
ater

measures consumption

Energy-efficiency
initiatives
Key Power factor correction

strategic Tariff optimisation

focus areas Renewable energy
Smart meters

E-waste recycling

Telkom’s impact on natural capital

As part of the extensive research and analysis undertaken in
developing Telkom's ESG Strategy (page 50), we have set a
target for the Group to be carbon neutral for Scope 1 and Scope
2 emissions by 2035. Once we have advanced our understanding
of our Scope 3 emissions and set a baseline for them, we can
advance towards net zero by 2040.

In October 2020, investors requested that the Group commits
to setting science-based emissions reduction targets across
its value chain. We submitted our Science Based Target (SBT)
commitment letter to the CDP in January 2022. Our SBT
projections (for Scope 1 and Scope 2) were set with assistance
from an external energy advisor, and will be submitted to the
CDP for validation and approval.

There were no environmental notices of violation or directives
issued against Telkom in FY2022. Environmental regulators
did not conduct any compliance inspections. We monitor our
compliance with environmental statutes and by-laws through
site inspections, audits, and regular reviews of our procedures
and operations. We are obtaining an Energy Performance
Certificate! before the 8 December 2022 deadline set by the
regulator.

1 Energy Performance Certificate means a certificate issued by an accredited body
in respect of a building in accordance with the South African National Standard
SANS 1544: 2014 Energy performance certificates for buildings, published by the
South African Bureau of Standards in terms of the Standards Act, 8 of 2008 that
indicates the energy performance of that building.
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Climate change risks and opportunities

Telkom has identified the following key and climate-related risks and opportunities.

Climate-related
risks

Climate-related
opportunities

- The second phase (2023 onwards) of the introduction of
carbon tax legislation is expected to have a significant
impact on Telkom due to the potential broadening of
the tax base to include Scope 2 emissions

- The increasing severity and frequency of extreme
weather events, such as floods and cyclones, are an
acute physical risk to the network as unpredictable
weather events and disasters can damage
infrastructure and increase network faults

- Chronic changes in precipitation patterns, extreme
variability in weather patterns and more severe
weather conditions, such as acute winter rains in
Western Cape, can increase our vulnerability to
network down-time and faults

- Arise in temperature can increase the air conditioning
energy consumption requirements in our data centre
and offices, which may potentially place stress on
water resources

- Onsite solar energy generation can reduce operating
costs, vulnerability to load shedding and carbon tax
liability

- Sensor technologies and light-emitting diode (LED)
lighting can reduce energy consumption and costs

- Increased resource efficiency, especially through
improved building energy consumption, can reduce
operating costs and carbon tax liability. A green star
rating can enhance Telkom’s reputation

- Efficient water consumption can reduce operating
costs, mitigate possible drought impact, and reduce
possible shortages that could impact water-cooled IT
infrastructure

- Arranging sustainable finance may lead to cheaper
financial capital ring-fenced to sustainability projects
that reduce natural capital impacts

Phasing out ozone-depleting substances

The Department of Environmental Affairs promulgated the
phasing out of ozone-depleting substances in 2014, outlining
2020, 2025 and 2030 requirements. In 2016 (the baseline
year), Telkom had 97 tonnes of R22 gas in the system. To
date, we have reduced R22 gas to 39 tonnes. We achieved
this by decommissioning different Telkom sites and replacing
heat, ventilation and air conditioning units that exceeded the
commercial expected life cycle by 30%.

To comply with the 2025 legislative target of 31.5 tonnes,
Telkom must reduce R22 gas by a further 7.5 tonnes. We will
achieve this by replacing aged heating, ventilation and air
conditioning equipment.

=] Driving energy
efficiency

Telkom sources 85% of its energy requirements from the
national electricity grid. The remaining 15% comprises fossil
fuels consumed by the vehicle fleet and back-