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Integrated performance snapshot
Financial capital Human capital

Social and relationship capital

Natural capital

FY2019

FY2018

FY2017

Group 
employees

12.5%

0.98

1.18

1.37

Lost time injury 
frequency rate

16.9%

Number Number

FY2019

FY2018

FY2017

192

30.6%

Total carbon footprint1

147

106

78

57

52

2

4

6

1.7% 27.3%

R’million

tCO2e

36.8%

R’million

� broad-based 
black economic 
empowerment
(B-BBEE) rating

Level

186

157

100

18.5%Physically 
challenged 
employees

18 847

17 4721

15 296

680 410

621 651

611 285FY2019

FY2018

FY2017

Fibre to 
the premises 
passed

8.8%

Million

Active 
mobile 
subscribers

85.9%

Million

Productive capital

Mobile
broadband 
subscribers 

75.8%

Million

1 Scope 1 and 2.

CO2 

CO2 

CO2 

Water consumption

kilolitres

1 496 906

896 204

1 140 739

FY2019

FY2018

41 774

5.3%

Operating 
revenue1

39 661

11 309

10 422

722.4

589.3

R’million

8.5%

R’million

22.6%
Headline 
earnings per 
share (HEPS)3

Cents per share

FY2019

FY2018

362

2.0%
Dividend 
per share

355

Cents per share

534

473

12.9%
Adjusted free 
cash flow (FCF)4

R’million

1 During the year we restated the prior year revenue by R1 357 million. Of this amount, R656 million related to Smart Office Connexion (SOX). The implementation of International 
Financial Reporting Standards (IFRS) 15 also highlighted a prior year error of R641 million relating to the recognition of Mobile customer premises equipment (CPE) revenue to dealer 
stores and R60 million related to the adoption of IFRS 15. These revenue adjustments led to a restatement of the prior year number from R41 018 to R39 661 million.

2 EBITDA is defined in the IFRS 8 segment note in the consolidated financial information and includes the pro forma adjustments. 
3 Based on pro forma financial information.
4  Based on pro forma information. Refer to page 126 for the reconciliation of the reported figures to the adjusted figures. 

Earnings before 
interest, tax, 
depreciation and 
amortisation 
(EBITDA)2

All commentary, messaging and indicators in this report for the current year exclude voluntary severance packages 
(VSP), voluntary early retirement packages (VERP) and section 189 costs of R728 million and the related tax impact of 
R215 million (the pro forma adjustments).

7 674

7 909

3.0%Capital 
expenditure
(capex)

R’million

1 Restated to exclude 814 Smart Office Connexion (SOX) employees. 

FutureMakers 
IFT procurement 
spend

Investment in 
� Foundation1

1 Yellow Pages (known as Trudon) is excluded. 

FY2019

FY2018

FY2017

2.8

2.5

2.2

9.7

5.2

4.0

6.4

3.6

2.6

Feedback
We recognise that integrated reporting and stakeholder 
information requirements continue to evolve. We welcome 
feedback to improve our integrated report. Comments 
and feedback can be sent to our investor relations team at 
telkomir@telkom.co.za.

How to read this report 
Refer to page 125 for the pro forma adjustments and 
restatements explanation as well as forward-looking 
statements on page 145. 

The following icons assist  
in navigation

  Refers the reader to other sections within 
 the integrated report

  Refers the reader to online information 

IV
   Refers to King IV recommended disclosure. The number 

inside the icon refers to the King IV principle applied

  Indicates where non-financial indicators were 
 externally assured



The basis of 
preparation of   
our report
Telkom’s purpose is to 
seamlessly connect our 
customers to a better life. 
We aim to provide our 
stakeholders with transparent, 
relevant and integrated 
information to enable them to 
make better, more informed 
decisions about Telkom – 
connecting our reporting with 
their expectations.

Telkom SA SOC Ltd represents Telkom group (Telkom 
or the group), which comprises Telkom company and 
its subsidiaries. The Telkom company comprises of 
divisions, namely Openserve, Telkom Consumer and 
Telkom Small and Medium Business (SMB division). 
Telkom group subsidiaries are BCX, Gyro and 
Yellow Pages (known as Trudon).

The Telkom SMB division was formed on 1 April 2019 
by carving out small and medium business customers 
from Telkom Consumer and BCX. Effective from 1 April, 
Yellow Pages (known as Trudon) will be managed as 
part of the Telkom SMB division. Refer to page 40 for 
our structure.

In the context of our operating model, business units 
comprise our divisions and subsidiaries.

1
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This report covers the financial year 
1 April 2018 to 31 March 2019, and 
includes significant subsequent events 
up to the date of approval of the 
integrated report. 
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Considerations in  
preparing this report 
This report is prepared for our providers of financial capital and 
other stakeholders. It communicates Telkom’s progress towards 
achieving the United Nations Global Compact regarding human 
rights, labour, the environment, and our anti-corruption efforts. 

We used the International Integrated Reporting Council’s (IIRC) 
Integrated Reporting (<IR>) Framework in compiling this report. 
As a listed company, we adhere to the Johannesburg Stock 
Exchange (JSE) Listings Requirements and we are a constituent 
of the FTSE/JSE Responsible Investment Index.

Our report focuses on material themes that substantively impact 
on our ability to create value for our stakeholders over time. Refer 
to page 15 for our determination process, and page 33 for our 
material themes. This report shows the connection between 
our material themes, strategy, governance, performance and 
prospects. It addresses our divisions and our subsidiaries, unless 
otherwise stated.

We report according to the six capitals to provide a balanced 
view of our value-creation.

We considered the disclosure guidelines of the King IV Report on 
Corporate GovernanceTM 1 for South Africa, 2016 (King IV) while 
preparing our report. We applied and explained the 16 relevant 
principles and demonstrated how we achieved governance 
outcomes. A King IV application report, which sets out the 
principles and summarised application, is available on our website. 
King IV principle disclosures are indicated with this icon IV  
throughout the report.

Combined assurance
We follow a combined assurance approach (page 97), 
which integrates our internal audit function, Telkom 
Audit Services (TAS), other independent assurers and risk 
management activities across the group. TAS assessed 
the completeness and accuracy of a sample of strategic, 
non-financial key performance indicators (KPIs) presented in 
the integrated report. We are in the process of enhancing our 
approach by developing a combined assurance framework to 
be applied across all combined assurance functions. 

PriceWaterhouseCoopers Inc. (PwC) and SizweNtsalubaGobodo 
Grant Thornton Inc. are the joint independent external auditors. 
They provided assurance over our consolidated annual financial 
statements and expressed an unmodified opinion (refer to 
page 8 of the consolidated annual financial statements) which 
is available online at www.telkom.co.za/ir. 

IBIS ESG Assurance provided assurance over certain  
non-financial indicators in the report. Assured non-financial 
indicators are indicated with this icon . 

Our integrated report was reviewed and approved by the 
executive committee (exco), audit committee, social and ethics 
committee and the  board of directors (the board), with the 
board taking ultimate responsibility. 

1 Copyright and trademarks are owned by the Institute of Directors in  
  Southern Africa NPC and all of its rights are reserved.

Report Framework Assurance 
provider 

Integrated 
report, 
including 
the notice 
of annual 
general 
meeting 
(AGM)

 - IIRC <IR> 
 - King IV Report 

on Corporate 
Governance for 
South Africa, 
2016 

 - Companies Act 
of South Africa, 
71 of 2008, 
as amended 
(Companies Act)

 - JSE Listings 
Requirements

 - Management 
 - Audit committee
 - Board
 - IBIS ESG 

Assurance 
 - Internal audit

Consolidated 
annual 
financial 
statements

 - IFRS
 - Companies Act
 - JSE Listings 

Requirements

 - Management
 - Audit committee
 - Board 
 - External auditors

Assurance 
statement

 - AA1000AS 
Standard

 - IBIS ESG 
Assurance

King IV 
application 
report

 - King IV Report 
on Corporate 
Governance for 
South Africa, 
2016 

 - Management
 - Internal audit
 - Audit committee
 - Board

Annual results 
presentation

 - No framework  - Management
 - Audit committee
 - Board

B-BBEE 
certificate

 - Amended B-BBEE 
ICT sector codes

 - BEE Online

Board approval 
The board acknowledges its responsibility for the integrity 
of Telkom’s integrated report. It confirms that it collectively 
reviewed the integrated report contents and leveraged 
off the assurance obtained from the various internal and 
external assurance providers, including assessments on risk, 
internal controls and internal financial controls. 

The board is of the view that Telkom’s integrated report 
addresses all matters material to its stakeholders’ decision-
making and concluded that the information herein is materially 
presented in accordance with the IIRC <IR> Framework. The 
board approved the integrated report on 4 July 2019.

5

Reporting suite
Our reporting suite as outlined below can be found at  
www.telkom.co.za/ir. 

Sello Moloko 
(Chairman)

Sipho Maseko 
(Group chief executive officer)

Tsholofelo Molefe 
(Group chief financial officer)

Santie Botha
Graham Dempster
Navin Kapila
Khanyisile Kweyama
Sibusiso Luthuli
Dolly Mokgatle
Kholeka Mzondeki
Fagmeedah Petersen-Cook
Sibusiso Sibisi
Rex Tomlinson
Louis von Zeuner
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South African listed debt 

Bonds

Listed bonds TL20 TL24 TL27

TL22 TL25 TL28

TL23 TL26 TL29

Commercial paper TLC07

TLC08

Who is Telkom?
Telkom is a leading information and communications technology 
(ICT) services provider in South Africa, offering fixed-line, mobile, 
and data services and information technology (IT) services.

Telkom’s purpose, vision and values

Shareholding as at 
31 March 2019
Telkom is a JSE-listed company with the share code TKG.
 

Equity shareholding Debt holding information 
JSE bond code: BITEL

Telkom credit ratings

Moody’s 
Investors Service 
 (Moody’s)

Standard & Poor’s 
(S&P)

Issuer rating
Long-term global scale Baa3 BB+

Long-term national scale Aa1.za –

Outlook Stable Stable

Last review date 27/3/2019 7/8/2018

2.8%

5.1%

Purpose
Seamlessly connecting our customers to a better life.

Our values and culture

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 open and 
transparent in all our 
dealings with each 
other, our customers, 
our stakeholders and 
the broader 
community.

Accountability
“If it is to be, 
it is up to me”.
We take full 
ownership of our 
actions and 
deliverables. We do 
not blame others 
and always give  
our best. We are 
passionate and  
walk the extra mile 
for customers.

Respect
Ensure dignity 
to all.
Protect the 
environment. We 
treat people with 
courtesy, politeness 
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 
cooperation and 
share our 
knowledge and 
resources to the 
benefit of the 
business and
stakeholders.

Our vision

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

To lead in the converged ICT 
market through deep and credible 
relationships and a distinctive 
customer experience by:

One of  ’s keys to future success is to build a high-performance, values-driven culture. 
The culture of an organisation is one of the principal sources of its competitive advantage 
and brand differentiation.   is committed to conduct its business in an ethical manner 
based on our core values and acceptable principles. Our values form the foundation of our 
Business Code of Ethics (BCoE). 

� has five 
core values:

C H A R T

Telkom’s operating structure, 
products and services 
The organogram sets out our operating structure and the  
products and services provided by the different business units. 
Further information on each business unit is provided on the  
pages that follow.

Connectivity
Connectivity to fibre and copper, mobile and wireless 
transmission

Infrastructure
Property, mast and tower solutions  
to Telkom and third-party clients

Network elements
Allows wholesale customers to connect their own 
customers

Converged ICT solutions
Provides ICT products and solutions for enterprise 
customers

Digital presence and e-commerce
E-commerce platform supports integrated business 
solutions for small and medium business customers

Treasury shares

Connectivity

Infrastructure

Network elements

Converged ICT 
solutions

Digital presence 
and e-commerce

These products 
and services are 
provided by Telkom’s 
five business units: O

pe
ns

er
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Non-institutional
shareholders
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Telkom’s business units

Yellow Pages (known as Trudon) is 
a local advertising and marketing 
company that provides services 
and digital solutions to local 
businesses in South Africa and 
Namibia. Yellow Pages (known as 
Trudon) forms part of the � 
SMB division from 1 April 2019.

Refer to page 61 for Yellow 
Pages’ performance.

Our open-access model allows us to provide broadband, 
enterprise, optical and carrier solutions to wholesale 
clients across our defined segments:
Consumer – addresses the broadband product needs 
of the end customers, through internet service   
providers (ISPs)
Enterprise – enables business-to-business
(B2B) connectivity through high bandwidth products, 
such as metro-ethernet
Carrier – client specific high capacity back-haul and 
managed connectivity services
Global – network infrastructure connectivity, for 
example submarine cables and satellite

� Consumer is 
South Africa’s largest 
fixed-broadband,  
operator. Measured by 
network deployed, ISP 
and together with its 
mobile network, a 
converged 
communications 
provider.

Refer to page 53 for 
� Consumer’s 
performance.

The � SMB division 
was established to drive 
increased focus on small and 
medium business customers 
within �. It was 
formed on 1 April 2019 by 
carving out the small 
and medium business  
customers from 
� Consumer and BCX.

As the majority of Yellow Pages 
(known as Trudon) customers 
fall within the small and 
medium business segment, 
Yellow Pages (known as 
Trudon) will be managed and 
reported as part of the � 
SMB division from 1 April 2019 
onwards. Yellow Pages (known 
as Trudon) will continue to 
operate as a subsidiary 
of �.

BCX is a leading state-of-the-art 
technology company that provides ICT 
solutions and an integrated portfolio of 
technology solutions across South Africa.

Refer to page 57 for BCX’s 
performance.

Gyro is responsible for managing the 
� properties and tower 
portfolios to optimise and unlock 
value of the assets

Refer to page 59 for Gyro’s 
performance.

Customer/market 
segmentation

Openserve is South Africa’s leading wholesale 
infrastructure connectivity provider with the largest 
open-access network across South Africa.

Refer to page 51 for Openserve’s performance.

> Our comprehensive internet protocol (IP) based  
 network spans across core, aggregation and access,  
 making our next-generation network (NGN)2 a unique  
 wholesale market differentiator
> Largest wholesale open-access infrastructure  
 connectivity provider in South Africa
> The largest high-speed fixed broadband connectivity  
 provider in South Africa
> Capacity to grow network infrastructure connectivity  
 across all segments
> Deepest network, connectivity services and   
 communication skills capacity
> Extensive experience in network design and   
 deployment

Customer/market segmentation

Products and services

Differentiators

Products and services

Differentiators

Products and services

Differentiators

Products and services

Differentiators

The business unit operates 
in the following segments:
>  Consumer mobile
>  Fixed-line residential
>  Enterprise mobile

Serviced by the following 
access mediums:
> Owned mobile network
> Owned content platform
> Owned ISP
> Fixed services provided 
 on a reseller basis

Customer/market segmentation

> Mobile network operators
> Wireless ISPs
> Broadband providers
> Public sector
> All property segments 
(retail, office, industrial, residential, 
student accommodation and 
data centres)

Customer/market segmentation

> SMB
> Public sector
> Corporate

> Advertising and marketing
> Digital and social media 
 advertising, across several 
 platforms
> E-commerce
> Omni-channel offerings

> Large customer base
> Solid experience in SMB-specific  
 solutions
> Strong partnerships with global  
 players, and OTT partnerships, to 
 bring unique products to market
> Agile development capabilities

> Masts and towers: 
 Multi-tenant leases on existing 
 and new towers
> Property development: 
 New developments, repurposing,  
 and refurbishing existing buildings
> Property services: 
 Real estate and tower 
 management services including:
– asset management 
– development management 
– programme and project   
 management 
– property management 
– facilities management
– space user-demand management

> Large independent tower   
 portfolio in South Africa
> National footprint of properties,  
 masts and towers
> In-house portfolio of 1 332   
 properties  
> Capacity and readiness to become  
 the preferred real estate solutions  
 provider for non-mainstream large  
 space users and real estate   
 portfolio owners
> Leveraging technologies within the
 group to implement smart enabled
 buildings and next-generation  
 property and facilities   
 management solutions

Customer/market segmentation

Products and services

Differentiators

BCX customer segments consist of:
> Corporate
> Public sector
> Large business
We focus on five major industries in 
the corporate sector, namely retail, 
mining, banking, financial services 
and healthcare, as well as the 
public sector.

Our diversified technology product 
portfolio provides a wide range of 
solutions that includes:
> Telecommunications solutions: 
 Voice, SD-WAN suite, ethernet, 
 and OTT
> IT solutions: 
 Digital, enterprise applications,  
 customised industry-specific  
 offerings, enterprise cloud and  
 infrastructure, and field services  
 management

> Our capability to provide end-to-end
 ICT solutions
> Market leader with strong presence
 in connectivity, end devices,  
 applications and other IT services  
 markets
> Biggest data centre footprint in  
 Africa
> Industry-specific expertise
> Strategic vendor relationships
> Capability to develop customised  
 applications

> Ability to provide  
 services over an array 
 of fixed and mobile  
 technologies
> Market-leading  
 bundling capability
 across fixed and mobile,  
 including content and  
 gaming
> Award-winning product  
 innovation

> Broadband (mobile,
 fixed, nomadic)
> Voice
> Content
> Gaming

Customer/market 
segmentation

> Fixed-line business

> Business mobile

Differentiators

> Ability to offer integrated   
 business solutions
> Strong partnerships with   
 over-the-top (OTT) players   
 through Yellow Pages   
 (known as Trudon)
> Large customer base with   
 long-standing customer   
 relationships
> Strong mobile value   
 propositions
> Regional sales force
> Online service portal

Products and services

The e-commerce platform 
will support:
> Connectivity 
 (data and voice)
>  IT
> Marketing services
> Adjacencies (financial  
 services, e-marketplace,  
 procurement)

> Broadband solutions 
 Include next-generation access1 across fibre and  
 optimal use of copper networks to enable high-speed  
 internet connectivity
> Optical and carrier solutions
 Provide client specific high capacity back-haul and  
 managed connectivity, assuring quality and reliability 
> Enterprise solutions 
 Enable B2B connectivity underpinned by our   
 ethernet-based products
> Global solutions
 Interconnect-based services connecting South Africa 
 to the world

1  Next-generation access refers to a premium networking service which  
 provides higher bandwidth as compared to traditional access options.
2 Next-generation network is an evolution in telecommunication and  
 access networking. It refers to the transformation of the core network 
 to IP.

Small & Medium 

Business

1 SMB have been carved out of 
 � Consumer and into the   
 � SMB division from   
 1 April 2019.
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Macro-economic 
environment 
Our customers’ ICT spend is tied to the economy and its 
outlook. The year under review was tough. South Africa 
experienced a short-lived technical recession, business and 
consumer spend reduced on the back of the increased value 
added tax (VAT) rate, unemployment rates remain high, 
and an increase in the fuel levy exacerbated the hike in 
fuel prices. 

The economic stress carried into the new year as the 
gross domestic product (GDP) of South Africa declined by 
3.2 percent in the first quarter of 2019. The government’s 
plans to drive economic growth may improve sentiment and 
drive fixed investment and household spending.

Customer needs continue to shift from traditional voice 
stream products to mobile, fibre and other lower-margin 
products and services. This, together with a relentless 
competitive landscape, low economic growth and a volatile 
rand, place our revenue and margins under pressure. 
To mitigate this we make optimal use of our capacity to 
provide customers with products, services and solutions 
that are cost-effective and contain high embedded value. 
We continue with cost management initiatives, and seek to 
maximise strategic growth opportunities to drive financial 
sustainability.

Board focus areas
The board drives Telkom’s strategy and ensures that 
the appropriate operating model and resources are in 
place to meet current and future business requirements. 
Telkom’s evolving operating model supports the strategy 
and improves Telkom’s competitiveness by addressing 
accountability, governance and ways of working. 

The following operational and strategic matters were 
material in our board discussions, and are discussed 
throughout the integrated report:

 - Capital investments and the associated returns

 - Size and scale of the Mobile business

 - B-BBEE and transformation contribution

 - Spectrum related activities

 - Evolving operating model – the creation of the new  
Telkom SMB division on 1 April 2019

 - Unlocking value through our property portfolio

 - Customer service challenges and progress made in 
improving customer experience

 - New opportunities created through technologies, 
investments, partnerships and customer-centric services  
to remain competitive

Strategy
We leverage the board’s diversity across different industries 
and functional areas, and its telecommunications and ICT 
industry expertise, to review Telkom’s core purpose, risks and 
opportunities, strategy, business model and performance on 
an ongoing basis. This ensures Telkom remains competitive 
and sustainable in an increasingly difficult and converging 
ICT environment.

The board approves the strategy and ensures good 
performance by measuring results against agreed key 
performance indicators (KPIs). Management is incentivised 
through short and long-term incentive schemes that are 
aligned to shareholders’ and other stakeholders’ interests. 

In response to the ever-changing landscape, we are 
implementing initiatives that will ensure we are at the 
forefront of the industry. These are underpinned by our   
five strategic pillars (page 39):

1. Broadband leadership
2. Integrated solutions 
3. Portfolio diversification 
4. Technology innovation 
5. Operational efficiencies 

Regulations
The Electronic Communications Act (ECA) Amendment Bill 
was withdrawn and the new Minister of Communications 
indicated that she will consult further on the Bill. The Minister 
embarked on a public consultation process on the spectrum 
licensing process. 

The Independent Communications Authority of South 
Africa (ICASA) concluded its inquiry into priority markets in 
the electronic communications sector and commenced its 
review of the mobile broadband market. The Competition 
Commission initiated an inquiry into the costs of data and 
aims to make recommendations that will lower the prices of 
fixed and mobile data services.

Telkom will continue to engage robustly with the 
Department of Communications, the regulator, International 
Telecommunications Union (ITU) and other industry players 
to motivate for a regulatory and policy framework with 
long-term benefits for the industry as a whole, South African 
consumers and for the overall growth of the country.

How our leadership 
supports value-
creation:
Chairman’s report

2
Value- 
creation

How our leadership supports 7  
value-creation: Chairman’s report

Our business model 11  

Material aspects of our  15  
value-creation process

 - Operating environment 16 

 - Stakeholder engagement 18

 - Enterprise risk management  25  
and compliance 

 - Material themes 33 

Our value-creation strategy  35 

 - Group chief executive officer’s report 35

 - Our strategy review 39
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I am honoured to address our valued stakeholders through our 
2019 integrated report to reflect on my final year as chairman 
of the Telkom board.

Corporate governance has dominated the South African 
news agenda recently, highlighting corrupt practices in the 
private and public sectors. This emphasises the need for 
the non-executive directors to be diligent in conducting 
their fiduciary duties. It is not by accident that Telkom is not 
associated with such irregular practices. Our board members 
exercise their fiduciary duties with great diligence. 

Good governance fosters 
improved performance, effective 
control, legitimacy and an ethical 
culture, and the board believes 
culture is driven from the top. 
The board, exco and employees 
live our values – this is how we 
do business. Our governance 
approach, the initiatives and 
processes demonstrate that we 
have instilled ethics in the group. 

Performance AppendicesTransparency and accountability 8Value-creationAn overview of our business



Financial capital
The financial capital available to maintain 
and grow our business.

Intellectual capital
Our intellectual capital includes 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.

Human capital
Contributors to human capital include our people’s 
individual skills, competencies, experience, 
motivation to innovate and be productive, and their 
health and wellbeing. Our people create value and 
make it possible for us to deliver against our 
strategic objectives.

Productive capital
Our productive capital consists of:
- our network, which includes copper and 
 fibre-optic cables that support fixed-line services  
 to our retail, business and wholesale customers
- three major earth stations providing satellite   
 services to Africa
- towers that transmit our radio spectrum and   
 support the delivery of our mobile voice and 
 data services
- data centres that provide hosting, disaster   
 recovery services and cloud services to our   
 business customers

Social and 
relationship capital
Our social and relationship capital reflects our 
contribution to society.

Natural capital
Our natural capital includes using natural 
resources which comprise renewable and 
non-renewable resources.

Transformation
Economic transformation enables us to contribute to 
government’s goal of an inclusive economy. We believe that 
B-BBEE is significant in addressing the imbalances of the 
past and is a key success factor for future business. 

We implemented several strategic initiatives to drive 
transformation progress across the group. These include a 
transformation and compliance plan to address the three 
priority elements: 

 - Implementation of aggressive skills development and 
enterprise and supplier development (ESD) programmes 

 - Applying the B-BBEE certification plan 

 - Individual team targets to incentivise performance

Two governance committees – the B-BBEE forum and the 
skills development forum – are mandated to advocate 
for transformation as a strategic imperative when 
making business decisions. They developed the B-BBEE 
improvement plan, which improved the group’s management 
of B-BBEE transformation. 

Our ownership score was challenged by the government 
shareholding of 40.5 percent, which was not considered in 
calculating the B-BBEE rating. On this basis Telkom applied 
to be granted B-BBEE facilitator status. 

In May 2019, the Minister of Trade and Industry designated 
and granted approval for B-BBEE facilitator status to the 
government of South Africa, represented by the Office of the 
Presidency, for the 40.5 percent stake held in Telkom. The 
status is granted in terms of the Amended B-BBEE Codes of 
Good Practice for a period of ten years. 

Telkom and BCX B-BBEE certification rating improved to 
level 2 and 1 respectively, attributable to improved 
ownership, skills development and enterprise development 
elements. 

Jabu Mabuza 
Chairman

Established an 

independent board
with diverse skills and expertise

Established an 

operating model
where business units have clear strategic
objectives to win in their segments 

Stabilised the 

Mobile business

Diversified revenue streams by  

acquiring BCX

Functionally separated  

Openserve to create an  

open-access network

Established Gyro 
to unlock value in our mast and tower portfolio 
and properties.

Aligned management incentives to 

shareholder interests

The highlights during my 
tenure as Telkom chairman 

Chairman’s report continued 

Fast-track

fibre connectivity

Succession and changes  
to the board
The board continuously assesses its composition. 
We make appropriate appointments to fill identified gaps 
and actively manage succession. Therefore, we were able to 
appoint a new chairman from within the board. Sello Moloko 
was appointed as the board chairman, effective from 
1 June 2019, after joining the board as an independent 
non-executive director in March 2018. 

Due to his in-depth induction programme and the time spent 
on understanding Telkom’s key issues, he is well positioned 
to seamlessly take over as chairman. 

Sibusiso Sibisi was appointed as an independent 
non-executive director from 1 April 2019 and resigned 
from the BCX board, effective 31 March 2019. He has the 
skills and experience that are vital for the group’s future 
requirements and we welcome him to the Telkom board. 

Hamadoun Touré and Itumeleng Kgaboesele resigned 
as independent non-executive directors, effective 
23 August 2018, and we thank them for their valued 
contributions during their tenure.

Conclusion 
The past six years at the helm of the Telkom board 
were challenging and exciting. In 2013, we established 
a three-pronged, long-term phased approach namely, 
turnaround, transformation and growth.

- We de-risked the Mobile business, focused on 
disciplined capital allocation in the group and 
aligned management incentives to the stabilisation 
of the business and shareholder interest. Today, 
Telkom’s Mobile business is South Africa’s fastest-
growing mobile business 

- BCX was acquired to diversify declining fixed revenue 
in the enterprise business and to participate in 
new, future business streams. Telkom is competing 
effectively in IT services and solutions. We are an 
active participant in the cloud computing economy 
with good growth potential across all potential 
revenue streams 

- The functional separation of our wholesale and 
infrastructure business – Openserve – as an   
open-access network to serve the entire industry, 
is one of our biggest achievements to promote 
competition in the market. The separation of our 
business units, with clear strategic focus areas, 
resulted in Telkom group’s diversified portfolio

Shareholders who showed confidence in Telkom’s 
investment case enjoyed a total shareholder return of 
519 percent over the past six years. We reinstated 
dividend payments in 2015. We appreciate your 
confidence in our leadership, the strategy and its 
execution, and are pleased that we were able to reward 
our shareholders with solid performance.

I am proud to leave behind a stable organisation 
with a highly capable leadership team. Thank you to 
our employees and management, particularly 
Sipho Maseko, who turned Telkom around and 
established a strong leadership team to take the group 
forward. I believe that Telkom will continue to reinvent 
in itself and reach new heights. 

I also thank our customers for their continued support. 
Finally, to my fellow board members, past and present, 
who dedicated their time to steer Telkom towards a 
sustainable future, it was an honour and a pleasure to 
have served with you. 

Total shareholder return of 

519% over the past 6 years

Our business 
model
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- Equity invested by shareholders
- Retained earnings
- Debt funding
- Cash generated from operations

-  Operating profit excluding the VSP, VERP and section 189 costs of R5 495 million  
 (FY2018: 4 837 million) of which 60.8 percent (FY2018: R2 998 million) was  
 retained for future growth (retained earnings)
-  Cash generated from operations of R8 903 million 
-  Annual dividend of 362 cents per share (FY2018: 355 cents per share) 
-  Repayment of debt of R2 544 million and interest paid of R847 million 
 Refer to page 43 for more on this capital.
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-  Our ICT solutions give us the ability to provide state of the art converged solutions  
 to customers and update customer knowledge on our projects and services
-  Compliance with licence requirements and other laws and regulations provide our
 legal licence to operate
 Refer to page 63 for more on this capital.

-  Recognisable brands such as �, BCX, Openserve, 
 Gyro and Yellow Pages (known as Trudon)
- Rights and licences such as:
     - Licences to provide electronic communication 
   networks and communication services
     -  Licences to use spectrum1

- Research and development
- Internal policies, procedures and frameworks such as �’s   
governance framework, enterprise risk management (ERM)   
framework, and environmental management systems, with the   
aim of maintaining compliance and internal control
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- Group culture
- 15 296 employees (FY2018: 17 4722)
- Employee remuneration policies and structures that aim to attract and  
 retain the required skills
- Experienced and skilled leadership
- Training, talent management and succession planning programmes
- Employee wellness programmes

-  R10 049 million (FY2018: R10 677 million) paid to employees in remuneration 
 and benefits, creating local employment
- Investment in employee training and development, including in areas such as female  
 leadership, enhances our human capital and contributes to increased diversity
- Talent and skills attraction programmes contribute to �’s pipeline of young,   
 diverse talent, which we require for future sustainability
 Refer to page 67 for more on this capital.
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- Network footprint including mobile, wireless, fixed-lines  
 (fibre and copper), national backhaul (connectivity of base  
 stations), etc.
- Base stations, mast and tower portfolio, fixed-line   
 exchange, etc.
- �, through Gyro, has 6 500 mast and tower passive  
 infrastructures. The property portfolio consists of 1 332  
 properties, most of which accommodate exchange and  
 switch equipment
- Spectrum
- Data centres
- Office and retail buildings

- 85.9 percent increase in active mobile subscriber base to 9.7 million
- 75.8 percent increase in mobile broadband subscribers to 6.4 million
- More than 163 800 kilometres of fibre deployed (FY2018: 157 400 kilometres)
 Refer to pages 51 to 62 for more on this capital.
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- �’s BCoE and values, which are the foundation of our business
- The group’s investment into the � Foundation and FutureMakers  
 programme to act as a catalyst of the socio-economic growth of 
 the populace 
- Stakeholder engagement activities and reputation management
- Partnerships with IT application providers

-  Education initiatives through the � Foundation, learners and teachers
-  Small business development through the FutureMakers programme –   
 R192 million in procurement opportunities accessed businesses 
 (FY2018: R147 million), contributing to transformation in South Africa
 Refer to page 75 for more on this capital.
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To minimise our impact on the environment, we apply international best 
practice, comply with laws, and maintain our environmental and social 
licences to operate.
- Electricity
- Water
- Copper

- �’s environmental impact categorises us as a low-risk organisation. 
 Our environmental management programmes reduce water and electricity 
 usage, and increase the use of renewable energy to support the future 
 availability of these resources
- Total carbon footprint of 611 285 tCO2e (FY2018: 621 651 tCO2e)
 Refer to page 81 for more on this capital.
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� depends on the continued availability of 
the capitals, and its investment in these capitals, 
to operate sustainably over the long term.

The outcomes of our business activities are discussed 
throughout this integrated report and are highlighted below.�’s high-level operational 

activities consist of three areas.

Planning, building and maintaining 
infrastructure
Network planning is the basis from which infrastructure 
is developed, expanded, improved and maintained. 
Various licences, assessments, commercial negotiations, 
and compliance to regulations, among others, are 
required during this process.

�’s products 
and services can be 
divided into five 
categories.        

Connectivity

Infrastructure

Network elements

Converged ICT   
solutions

Digital presence and 
e-commerce

1.

2.

1.

2.

3.

4.

5.

Connecting customers

�’s mobile, fixed and fibre solutions are also 
provided through third-party service providers 
who are accordingly paid incentives.

Customer request received online, through
contact centre or at retail facility

Infrastructure
confirmed 
(if applicable)

Technician
dispatched 
(if required)

Service
activated/
product
provided

Client 
billing
process

Providing solutions/infrastructure
to corporates
The value chain for these solutions will depend 
on the nature of the request, but typically 
follows the process below.

3.

Customer request received 
directly or through tender

Either a standard solution or a new, 
customer-specific solution is developed

Tender awarded/solution approved

Build, 
implement 
and activate 
solution

Client 
billing 
process

Maintenance/
continuous 
support

�’s enabling and support 
functions play an important role in 
building a sustainable business

Regulatory     

Human resources     

Finance

Procurement      

Marketing and sales

Strategy     

Reputation management

IT     

Corporate social responsibility

Legal and compliance

OutcomesInput

Business activities Outputs

1 Spectrum is the invisible frequency that travels through air. It is tightly regulated  
   internationally and licences are required for the different bands of spectrum.
2 Restated to exclude 814 SOX employees
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Operating environment 
Telkom’s operating environment is impacted by global and local ICT markets. We monitor and track the latest trends and 
developments to assess the potential impact on our business. As the external market and environment change, we review 
our strategy to capture new opportunities and to mitigate emerging risks. 

Key factors Implications for our strategy

Economic and political environment (short/medium)

The past year was challenging, with South Africa entering a short-lived 
technical recession and reduced consumer spending due to the VAT and 
other increases. 

A stronger rand is unlikely as the country’s debt burden becomes more 
apparent. The government’s plans to drive economic growth may improve 
sentiment and drive fixed investment and household spend. This recovery 
is at risk from a credit rating downgrade linked to increased inflation due to 
rand volatility; the economic cost of load shedding; and the global impact 
of an economic slowdown in China and Germany. We continue with cost 
transformation programmes, and seek to take advantage of strategic growth 
opportunities to drive financial sustainability.

Our customers’ ICT spend remains tied to 
the economy and its outlook. The group 
continues to provide customers with 
products, services and solutions that are 
cost effective and contain high embedded 
value.

Related material theme

 - Economic climate 

ICT sector and technology (short/medium)

Although the ICT sector is expected to grow slowly in 2019, it will continue to 
materially impact the general South African economy. This includes growth 
in data traffic, driven by the migration away from voice and increase in video 
traffic. The increasing automation of routine, data-intensive jobs will improve 
efficiencies. Quality education, specifically critical digital skills (analytics and 
coding), is becoming increasingly crucial as the fourth industrial revolution 
transforms the economy.

Telkom focuses on the changing needs 
of consumers and enterprise customers 
to continue providing the right products, 
services and solutions at the right price. 
The Telkom network plays an important role 
as an infrastructure enabler for education, 
providing connectivity to schools, colleges 
and universities. We have started to play a 
role in the development of digital skills in the 
country, through a programme that teaches 
computer coding to school learners.

Technology

The rapid adoption of new technologies by enterprises and consumers is 
expected to continue. This includes the initial global deployment of 5G, 
leading to new computational imagery applications to facilitate visual artificial 
intelligence (AI) interactions between humans and machines. This will be 
complemented by the fast-paced digitisation of the workplace as workers 
demand an improved work experience and customers expect better service, 
through digital technology.

Telkom continues to modernise the core 
network though the deployment of optical, 
IP and metro-ethernet capabilities, to meet 
the needs of existing customers and in 
readiness for future 5G deployments. We 
leverage this to provide connectivity and 
IT solutions that empower enterprises to 
digitally transform their businesses.

Broader ecosystem

The migration from traditional telco-based messaging services to global 
OTT instant message applications is nearing saturation in the South African 
consumer market. This will continue to penetrate the business to consumer 
space. Global service providers are considering replacing SMS with rich 
communication suite capabilities, which will enable (among other benefits) the 
sharing of images, photos and videos across networks and operators. 

South African consumers are presented with more video entertainment 
solutions, which compete with and complement existing multimedia offerings. 
The introduction of innovative digital banking solutions is in the pipeline.

Locally, the public cloud services market is growing despite increasing 
competition from hyperscale cloud providers.

Telkom will adopt a portfolio approach to 
the various digital ecosystems developing 
in messaging, content, financial technology 
(fintech) and cloud. This will require finding 
the optimal balance between crafting 
meaningful partnerships and developing 
internal capabilities.

5 Material aspects of our  
value-creation process

Materiality determination process

We define our material themes as the factors that substantively 
affect our ability to create value for our stakeholders over time. 
Our material themes determination process is set out below. 
Management’s materiality determination process and material 
themes were approved by exco and the audit committee. 

> Regulatory environment
> Intense competitive landscape
> Customer expectation and experience
> Cyberthreats
> Economic climate

> Economic and political environment     
> ICT sector and technology     
> Competition     
> Regulatory environment

Four key operating environment themes impact our value-creation Page 16

Board and committee discussions (some of key issues discussed)

Prioritisation process

Our material themes are similar to FY2018

 > Investor community     
> Customers     
> Government and regulators     
> Suppliers

> Employees     
> Organised labour     
> Communities     
> Media

We have eight key stakeholders with whom we engage Page 18

  > Competitive threats
> Customer experience
> Technology enablement to achieve business objectives
> Possible changes in legislation and regulatory requirements
> Information and cybersecurity management

> Prioritisation process was based on materiality

Five strategic risks are most significant to the group’s ability to achieve 
and realise our strategic objectives

 

Page 25

Page 33

> B-BBEE transformation
> Utilities supply
> People skills and expertise
> Evolving technology and ICT market trends

> Capital investment and the returns
> Mobile business
> B-BBEE and transformation
> Spectrum

> Evolving operating model
> Unlocking value in the property portfolio
> Customer experience
> New opportunities

Page 85

Page 15
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Material aspects of our value-creation process continued

Stakeholder engagement 
We recognise the importance of strong and constructive 
stakeholder relationships, built on trust, respect, 
transparency, constructive engagement and ethical business 
practices. Telkom aims to balance the needs of stakeholders 
with our responsibility to provide a reliable and quality ICT 
network, products and services. 

Telkom is committed to open communication with its 
stakeholders. This entails listening to our stakeholders, 

keeping them informed, and transparently disclosing how we 
use their suggestions. We develop relationships that reflect 
shared understanding, which enables differences to be 
acknowledged and expressed. This provides the basis for real 
dialogue and interaction.

Our stakeholder engagement framework and policy guide 
our stakeholder engagement. Our Stakeholder Management 
programme is structured around identifying stakeholders, 
engaging with them, understanding their challenges and 
expectations, and aligning these to Telkom’s strategic and 
operational objectives and targets.

16

Governance structure 

The responsibility for stakeholder management is one that flows from the board to management. Essential to the achievement 
of our stakeholder management objectives is the implementation of the governance structure that supports our objectives.

Level How we work together to manage stakeholder relationships

Board is the ultimate owner of stakeholder management matters and is 
responsible for managing response strategies.

Board of 
directors

The committee assists the board in fulfilling its responsibilities by ensuring that key 
stakeholder relationships are effectively managed to achieve the stated objectives.

Social 
and ethics 
committee

The group CEO ensures commitment to effective stakeholder management.Group chief 
executive officer

Critical stakeholder matters are built into the exco’s plan for discussion, among other 
agenda items. The stakeholder management profile is reviewed and discussed. 
Specific members are assigned to monitor specific stakeholder groups.

Exco

Management implements the overall stakeholder engagement process through 
the approval of the stakeholder engagement framework, policy and strategy.

Management

Key factors Implications for our strategy

ICT sector and technology (short/medium) continued

Cybersecurity

As digital transformation initiatives increase, so does the sophistication of 
cybersecurity threats. This requires enterprises to develop a layered, holistic 
and proactive approach to mitigate cybersecurity and digital risks. 
Furthermore, as infrastructure and services are provisioned beyond the 
perimeter (for example, in the cloud), new approaches to security are required 
to ensure effective prevention, detection and response to threats.

To keep up with the ever-evolving threat 
landscape, Telkom has invested in people, 
proce sses, technology, partnerships, 
solutions and intellectual property to remain 
at the forefront of security capabilities. 
This enables us to effectively safeguard the 
confidentiality, integrity and availability of 
not only our own but also customer digital 
workloads and data. We are investing in the 
operationalisation of the security operations 
centre, powered by in-house intellectual 
property and vendor technologies, as a 
central component of our internal security 
processes and the Managed Security 
Services provided by BCX to the private and 
public sector.

Related material theme

 - Customer expectation and experience

 - Cyberthreats

 - People skills and expertise 

Competition (short/medium)

Competition in the South African ICT industry remains robust, due to the 
expansion of services from OTT players and emerging regional service 
providers focusing on niche areas. Price remains a key measure of value for our 
customers, driving down traditional voice and connectivity revenues.

Telkom is committed to offering affordable 
and attractive data-led offerings (such as 
the popular FreeMe product) in the mobile 
consumer market and developing similar 
value propositions in the enterprise market. 
Telkom continues to also expand unlimited 
voice and uncapped broadband services 
in the fixed-line market. The Telkom LIT 
product was introduced to drive additional 
revenues through the delivery of multimedia 
streaming services such as YouTube, Netflix 
and Showmax.

Related material theme

 - Intense competitive landscape 

 - Customer expectation and experience

Regulatory environment (short/medium) 

The ECA Amendment Bill, which sought to implement the national ICT policy, 
was withdrawn. The Minister of Communications indicated further consultation 
is needed to consider, among others, the policy and regulatory requirements 
that will support the fourth industrial revolution and a digital economy. 

The Minister of Communications embarked on a public consultation process on 
the spectrum licensing process. 

ICASA concluded its inquiry into priority markets in the electronic 
communications sector and commenced its first inquiry with a review of the 
mobile broadband market. 

The Competition Commission initiated an inquiry into the cost of data provision. 
It aims to make recommendations that may result in lower-priced fixed and 
mobile data services.

Telkom continues to experience 
regulatory risks including imposed passive 
infrastructure sharing, assignment of 
spectrum that is agnostic to competition 
and the fact that the Integrated ICT Policy 
remains in force.

Telkom will continue to engage with the 
Department of Communications as policy 
maker, the regulator and other industry 
players to motivate for a regulatory 
and policy framework that gives due 
consideration to investment certainty with 
long-term benefits for our customers and 
the growth of South Africa. 

Related material theme

 - Regulatory environment
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Investor  
community

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

How we create value  
for our investor community

Key concerns  
in FY2019 Telkom’s response

 - Telkom provides a return to the    
providers of financial capital’s investment, 
through dividend payments, share price 
appreciation, interest payments on bonds, 
or the capital and interest repayment on 
loans

 - Increased capex with returns on 
capital employed below weighted 
average cost of capital (WACC)

 - Insufficient FCF to cover both capex 
and dividends

 -  Increased capex to future growth 
areas of mobile and fixed network 
business. Returns in the fixed 
business are long-term in nature 
with a long payback period. We 
continue to implement initiatives to 
improve returns through improved 
monetisation of the network by 
increasing connectivity and network 
utilisation and prioritising the capex 
spend to profitable areas

 -  We match long-term investment 
with long-term funding. We cover 
maintenance capex and dividend 
payments through cash flow from 
operations

 

Customers Customers underpin our existence and drive our 
reputation and brand. They constitute the market 
which consumes our products and services from 
which we generate revenue. Customer requirements 
guide our product or service development in terms 
of new trends.

How we create value  
for our customers

Key concerns  
in FY2019 Telkom’s response

 - By providing connectivity to South Africans,  
we provide the opportunity to improve 
their lives, their businesses

 - By providing affordable and innovative 
data packages for the individual, 
including access to affordable 
entertainment platforms, we provide 
them the opportunity to enrich and 
improve their lives

 - By selling space on our communications 
towers, we enable communications 
businesses access to their customers 
without incurring passive infrastructure 
development costs

 - By taking cost and complexity from 
our customers ICT environments, we 
help create a launchpad for their digital 
transformation. Due to our expertise 
and experience, we have the capability 
to design, implement and manage our 
customers operational and technology 
environments

 - By investing in e-commerce marketplace 
platforms, we support SMB to grow their 
business, which in turn supports local 
employment and economic growth

 - Cancellation process

 - Order installation, fault resolution 
turnaround times

 - System capabilities 

 - Billing and credit refunds

 - Introduced one-time pin 
authentication to simplify the online 
cancellation process

 - Empowered front-line employees 
through training 

 - Strategy alignment across the group 
to ensure customer experience is 
a key priority across the customer 
journey and value chain

 - Full deployment and migration to 
the digitalised Clicksoft Workforce 
Management solution, utilising 
automation and algorithms to 
improve customer experience

 - Continued to drive migration to and 
adoption of electronic billing

 - Development in Openserve nearly 
completed for a Telkom Mobile 
forum open application programming 
interface, interface enablement to all 
wholesale clients

 - Migration from problem fixed 
infrastructure to wireless technology

Refer to pages 51 to 62 for more 
on the group’s business units’ 
performance

Monitoring and reporting

Monitoring involves the development of an effective review 
process to monitor the implementation of stakeholder 
management strategies throughout Telkom.

The assigned stakeholder owner is ultimately responsible 
for monitoring of stakeholder engagement. Monitoring and 
reporting of the stakeholder issue management process 

and plan is performed by the group head of stakeholder 
engagement. Reporting is done on an ongoing basis through 
the convening of various committees.

Once the reporting is finalised the stakeholder matters are 
integrated into the risk register of the relevant risk owner. 
Monitoring will be performed on an ongoing basis as part of the 
normal stakeholder engagement process.

Ensuring effectiveness

The main purpose of a stakeholder concern assessment is to assist management in prioritising identified issues. The effectiveness 
of stakeholder engagement and relationships is assessed based on the table below. We have assessed our relationship with 
investor relations and communities as strong, the remaining relationships as acceptable.

Weak 

Relationship quality          Required response 

Acceptable 

Strong 

High level of intervention required

Moderate level of intervention required 

Low level of intervention required, if any

Our stakeholders and their key concerns

Our key stakeholder groupings have not changed since our FY2018 report.

SENS announcements

Results announcements

Integrated and other reports

Press releases

	 website

Surveys  

Meetings

Workshops and forums

Social media

Internal broadcasts and intranet

Marketing and advertising
We regularly engage 

with stakeholders
through the 

following channels:

Investor 
community

Customers CommunitiesOrganised 
labour

EmployeesGovernment
and regulators

MediaSuppliers

Material aspects of our value-creation process continued
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Employees Employees possess the intellectual capital 
required for all core and supporting business 
processes. They are our strategic partner in 
ensuring that the group is sustainable through 
their performance, culture and skills.

How we create value  
for our employees

Key concerns  
in FY2019 Telkom’s response

 - 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 employees’ families. Our 
remuneration includes various 
benefits to enhance value to 
employees

 - Our skills development programmes, 
for example, internships and 
learnerships, extend to non-
employees to create value for 
unemployed people by providing 
them with skills and expertise 
to improve their chances of 
employment

 - Telkom’s commitment to 
employment equity (EE) 
transformation progression 

 - Skills development

 - Lack of job security following VSP, 
VERP and section 189 process

 - An employment policy and strategy 
are in place to support workforce 
transformation

 - Our talent management framework 
enables Telkom to identify critical 
skills and key talent across the group

 - During 2018, the company 
embarked on a wage negotiation 
process with organised labour 
which ended up with the company 
implementing a two year final wage 
offer which had a moratorium on 
section 189 processes for the first 
year expiring 31 March 2019. The 
company will continue to remain 
vigilant around its cost efficiency 
programme which includes all areas 
of cost in the business but this does 
not imply less or more job security

Refer to page 67 for more on   
human capital.

 

Organised labour Organised labour supports sound labour 
practices and assists in communicating 
labour-related matters. It is a strategic 
partner in shared value between the group 
and our employees. This relationship can 
influence the group’s strategic plans through 
industrial action.

How we create value  
for our organised labour

Key concerns  
in FY2019 Telkom’s response

 - Group CEO strategic briefing 
sessions take place quarterly, where 
the group CEO provides updates to 
organised labour on new strategic 
developments and the direction the 
group wishes to take

 - Telkom’s commitment to 
employment equity transformation 
progression 

 - Skills development

 - An employment policy and strategy 
are in place to support workforce 
transformation

 - Our talent management framework 
enables Telkom to identify critical 
skills and key talent across the group

Refer to page 72 for more on 
organised labour.

Material aspects of our value-creation process continued

Government and 
regulators

Government and regulators set policies, 
legislation and regulations that impact the 
cost of doing business and our ability to derive 
a reasonable return on investment. They have 
the authority to penalise the group through 
fines for non-compliance.

This stakeholder group includes Parliament, the Department of Communications, 
South African Revenue Service, the Competition Commission and ICASA.

How we create value  
for government and regulators

Key concerns  
in FY2019 Telkom’s response

 - We create value through Telkom’s 
financial contributions, including 
tax and licence fees. We support 
local procurement and employment 
and value-adding corporate social 
initiatives (refer to suppliers and 
communities). Through Telkom’s 
investment in our networks 
and infrastructure, we support           
South Africa’s economic growth to 
enhance GDP

 - Our robust engagement with 
regulators and participation in 
industry forums help shape policy 
and regulatory frameworks, providing 
an industry perspective on regulatory 
developments and customer needs 
and concerns

 - Perceived high data costs due to 
scarce resources (mobile and fixed 
infrastructure)

 - Legal challenges on access to 
Telkom passive infrastructure

 - Innovative products such as 
FreeMe and Unlimited Home value 
propositions

 - Positive engagement with all 
stakeholders in government to show 
the strides that Telkom has made 
in reducing communication costs in 
an environment where it is facing 
increasing inflationary pressure

 

Suppliers Suppliers underpin our value chain and have a 
direct influence on our raw materials and other 
input costs. Suppliers’ delivery impacts our 
ability to meet customer expectations.

How we create value  
for our suppliers

Key concerns  
in FY2019 Telkom’s response

 - The group creates value-adding 
partnerships with our suppliers to 
deliver high quality products and 
services to our customers. Our ESD 
and transformation programmes 
support local procurement as far 
as possible. We also support local 
employment through supporting 
and developing local contractors. 
We purchase raw materials and 
products at fair terms to support 
individual businesses

 - Procure-to-pay process

 - Relationship with suppliers

 - The procurement support desk 
manages internal and external 
stakeholder queries

 - Supplier relationship management

 - Implementation of supplier code  
of conduct

 - Voice of the supplier survey conducted 
to understand pain points across the 
value chain
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Focus areas for the year

Customer experience

Issue: Cancellation and billing, as well as incident/fault 
reporting and fixing.  

Material stakeholder group: Customers, government and 
regulators, and media.

Telkom’s response: customer experience continues to be 
one of our key focus areas. A new customer experience 
campaign “Serving is the new selling” was launched during
August 2018 to facilitate improvements within the people, 
process, technology and value chain spheres. 

Focus areas as are follows:

 - Creating a service culture

 - Call centre “SWAT” team dealing with customers 
contacting us multiple times

 - Introduction of robotic process automation in back office 
to automate identified activities

 - Reintroduced service within our stores and started with 
process to establish service centres

 - Improve efficiency and effectiveness 

 - Incremental improvements in the Digitalised Workforce 
Management system used by Openserve, to improve    
NPS and field productivity

BCX customer experience improved as demonstrated by a 
four points improvement in NPS and 11 points improvement 
in quality of service measurement. The improvement was 
mostly due to NPS improvements in the public, corporate 
and midmarket sectors. These are due to the “closing of the 
loop” process implemented by the customer experience 
teams and improvements in the account and service 
manager space.

Material aspects of our value-creation process continued

Communities Communities are our customers and our 
source of employees. Our operations can 
impact them.

How we create value  
for our communities

Key concerns  
in FY2019 Telkom’s response

 - 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, be it from an ATM or 
a point of sale. The provision of 
affordable internet connectivity 
of the connected individual, SMB 
and big businesses, support both 
local employment and economic 
growth. This is further enhanced 
by specific skills development and 
ESD programmes. The Telkom 
Foundation and other initiatives 
support communities, with a focus 
on education  

 - Job creation and business 
opportunities

 - Health implications of masts and 
towers

 - Telkom’s ESD programme 
was launched in 2015 aimed 
at enhancing market access 
opportunities, driving ICT innovation 
and fostering inclusive participation 
of majority black-owned ICT 
businesses

 - Third-party site tests and 
assessments are conducted.             
A radiation report we produce that 
specifies if the radiation is within 
safety levels 

Refer to page 75 for more on 
Telkom’s social and relationship 
capital.

 

Media The media is one of the mediums used by 
Telkom stakeholders to understand our 
business and helps them formulate public 
perception and a view of the Telkom brand.

How we create value 
for the media

Key concerns  
in FY2019 Telkom’s response

 - Media drives the understanding 
of our operations and the value 
it creates for all stakeholders. We 
strive to maintain and bolster our 
share of voice within the industry 
among competitors, by sharing 
targeted content in the media

 - Relationship building is key in 
developing advocates for the 
Telkom brand and we understand 
and appreciate one-on-one 
engagements with key journalists for 
them to understand Telkom and its 
objectives on a more granular level

 - We provide information to 
customers on products, services and 
special offerings that the various 
business units offer. We provide our 
point of view on issues that could 
affect our business

 - In the era of fake news, ensuring 
accurate information

 - Responsiveness to misinformation 
and reputational risks 

 - Regular ongoing engagement on 
stakeholder interests and concerns

 - Considered, on-going media 
engagement with journalists with a 
view to expand engagement to key 
influencers

 - “Listening” to communities to create 
insights driven content 

 - Ensuring alignment of key players 
in Telkom to address reputational 
issues in the media

Data costs

Issue: High data costs remain a prominent concern for 
customers and policy makers following the #datamustfall 
social media campaign.

Material stakeholder group: Customers, government and 
regulators, and media.

Telkom’s response: We have several initiatives in place to 
reduce data costs, such as Free Me and Unlimited Home 
value propositions, as well as better roaming rates.

Skills and development 

Issue: Telkom’s commitment to EE transformation 
progression and skills development.

Material stakeholder group: Customers, government and 
regulators, and media.

Telkom’s response: The Telkom of the future requires the 
correct mix of skills and expertise. We are constantly training 
and upskilling employees to face operational challenges to 
meet our strategic objectives. We increased our commitment 
to invest in high potential talent. We develop high potential 
talent across each segment in line with specific business 
needs. Our talent management framework enables 
actionable career development plans aligned to personal 
aspirations and business needs.
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Enterprise risk 
management and 
compliance
Telkom operates in a technological and 
rapidly changing industry which makes 
it difficult, but critical, to maintain an 
appropriate balance between risk 
and reward.

Our approach to risk and 
compliance governance
As the ICT industry transforms from a voice-driven to 
a largely data and digital-driven environment, the risk 
and regulatory requirements become more onerous; 
customer demands constantly change; and the dynamics 
and complexity of the operating environment places 
greater demands on the group’s oversight and assurance 
committees.

Our risk committee-approved enterprise risk management 
(ERM) governance structure follows an integrated approach 
that considers the principles of the integrated governance, 
risk and compliance (iGRC) framework for building a risk 
intelligent organisation.

Our governance structures operate within their mandates 
across the group. The ERM forum has been effective in 
improving the risk management culture across the group, 
and contributed to collaboration and integration within the 
ERM community.

The ERM function resides under the group CFO. The 
group CFO is supported by dedicated risk and compliance 
officers that are empowered and capable to drive the ERM 
agenda and embed risk and compliance principles in the 
organisation.

11

In embedding Telkom’s operating 
model and management structure, 
we addressed several complexities 
faced by the business units in the past. 
Stabilising the governance environment 
and corporate centre monitoring and 
oversight functions created the platform 
for continuous improvement.

Our risk and compliance 
transformation journey
In FY2018 Telkom embarked on an ERM transformation 
journey to enhance the group’s ERM approach to become 
a risk and compliance intelligent function. Risk intelligence 
refers to our ability to think holistically about risk and 
uncertainty, to speak a group-wide common risk and 
compliance language and to effectively use forward-looking 
risk concepts and tools in making better decisions, alleviating 
threats, capitalising on opportunities and creating 
lasting value.

Telkom’s end-state risk and compliance 
transformation model, based on the iGRC 
framework, aims to:

 - Formalise risk strategy, philosophy and appetite

 - Entrench risk management in governance structures

 - Refine the operating model and build bench strength

 - Embed risk, compliance and control culture

 - Strengthen the control environment

 - Risk management and monitoring

 - Risk insights, measurement and reporting
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Exco

The board is responsible for overseeing risk and compliance across the group. 
It provides for an integrated approach to govern and manage risk and 
compliance. The board is supported by a risk and compliance operating model 
aligned to �’s business model.

The board’s committees monitor and advise the board on matters related 
to risk and compliance, laws and regulations.

Exco is responsible for integrating risk and compliance management, 
systems and people across the group.

The committees conduct a final assessment of the risks and resulting 
opportunities. The focus is on lowering the impact of regulatory risk by 
driving an awareness of compliance to all applicable laws, regulations 
and supervisory requirements. The outcome is reported to the board 
and its committees.

The corporate ERM department sets policies and standards, and
provides oversight and control.

The group CFO leads �’s risk and compliance community in the
ERM forum. They share best practices and knowledge, and engage
and monitor key risks and mitigating plans.

� has an assurance forum to effect the ERM framework 
through effective risk and compliance management and combined 
assurance to optimise risk-taking.

� implements the risk, compliance and business continuity 
management policies, standards and frameworks. They apply and 
maintain the risk and compliance risk registers, identify mitigating 
controls, implement action plans and operationalise the business 
unit assurance forums. All business units’ excos are accountable 
for managing risk and compliance within the approved 
delegation of authority.
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Material aspects of our value-creation process continued
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The group implements ERM capabilities in collaboration with business objectives and regulatory requirements, and supports 
employees responsible for achieving those objectives.

The aim is to fully align risk management, compliance and corporate governance based on the various frameworks that guide the 
corporate centre and business units.

We continued to monitor and ensure that risks and opportunities are recognised as a prerequisite to doing business. 
Risk oversight, governance and management are integrated into Telkom’s business activities. 

This year’s risk and compliance improvements included:

 - Improved the group’s maturity level from fragmented to top-down. As a result, our processes are clearly defined. The stages  
of risk maturity are measured on a scale from unaware/initial, fragmented, top-down, systematic to risk intelligent. From time 

 to time we perform a risk maturity assessment as a benchmarking tool to measure the extent we have embedded risk 
 and compliance in the business in accordance with prevailing best practice. The maturity evaluation enables us to identify  
 improvement areas and opportunities for moving to a higher maturity level. Most recently we based our assessment on   
 The Institute of Risk Management South Africa’s maturity model

 - Introduced synergies between the business units

 - The risk committee approved the aligned policies on risk, compliance and business continuity management. This enhanced risk 
governance and provides direction for the group towards embedding a risk and compliance culture, and ensuring consistent 
control evaluation across the group

 - Revised the risk appetite and tolerance framework to align it to strategy, value drivers and the business plan. This provides clarity 
on risk tolerance and a holistic perspective of balancing risk and reward

 - Developed the group’s risk-bearing capacity to measure risk-based volatility that can be absorbed in the financial results without 
jeopardising the group’s overall financial and operational stability

 - Developed a risk financing strategy for the optimum balance between self-insurance and external insurance. External insurance is 
primarily to protect the group against the effects of a catastrophic loss, and to constantly limit financial exposure

 - We undertook a commitment in ensuring that resilience is elevated by enhancing our crisis, disaster and business continuity 
management in support of Telkom’s legal and moral responsibilities towards staff, customers and visitors. Furthermore, Telkom 
recognises the importance of this process in ensuring it can continue its mission critical activities after a disruption and to protect 
its reputation 

 - Endeavours to identify and assess emerging/external risks and opportunities as and when Telkom is of the view that such may 
impact the company and its business

Our strategic risks
We identified strategic risks based on risk assessments. 
Strategic risks are most significant to the group’s ability to 
achieve and realise its strategic objectives. A bottom-up 
and top-down approach was followed to ensure a holistic 
process.

In analysing our strategic risks, we considered which risks 
may impact Telkom’s strategic objectives. Such risks could 
emerge from decisions taken regarding, among others, 
products or services, customer expectations, economic 
factors, technological changes and competitor actions. 
Refer to page 16 for more information on our operating 
environment.

Due to an industry shift in focus from voice calls to video and 
data, exco re-reviewed and reprioritised the group’s critical 
risks to focus decision-making on areas that will immediately 
increase Telkom’s value proposition to shareholders, 
customers and employees. The table below explains why 
certain risks disclosed in FY2018 are not disclosed under the 
FY2019 strategic risks.

FY2018 risk Consideration

 - Talent and skills

 - Liquidity

 - Inability to source new 
revenue due to B-BBEE 
certification rating

These risks are managed 
at an operational level. 
They were categorised as 
business unit aggregated 
risks and are reported 
to relevant structures to 
ensure they remain on the 
watch list and that exposure 
is minimised.

 - Disruptive technology

 - Modernising and 
commercialising the 
network

These risks are managed as 
part of Telkom’s competitive 
positioning and form part of 
related discussions.

Focus areas for FY2020
The focus areas consider ERM best practice and the 
responsibilities of the risk committee (page 91). The 
priorities will advance the maturity of the group’s risk 
management capabilities and assist leadership to 
enhance and protect Telkom’s value.

Due to changes and alignment that took place across 
the group, some activities planned for FY2019 had to 
be postponed to FY2020. These include the following:

 - Finalise the alignment of the frameworks (risk, 
compliance and business continuity management) 
across all disciplines: This aims to create a common 
risk language and to provide guidance on decisions 
regarding risk-taking or risk avoidance within the 
boundaries of regulatory compliance

 - Develop the ERM three-year strategy in support of 
Telkom’s strategy

 - Develop risk analytical capabilities, leveraging 
revenue assurance skills 

 - Upskill risk specialists who perform compliance 
functions in the business units: This aims to build a 
competency pool aligned with talent management 
and succession planning

 - Standardise the risk and compliance methodology 
followed in the group to achieve consistency and 
improve quality. This will include awareness and 
training initiatives

 - Deploy our technology-based ERM tool to 
seamlessly connect ERM functions across the group 
for consolidated reporting purposes. This will ensure 
continual monitoring of our risk and compliance 
universe and give comfort and confidence to 
management.and give comfort and confidence 

    to management

Material aspects of our value-creation process continued

The group addressed general operating environment risks 
of the telecommunications industry, including the changing 
competitive landscape, regulatory uncertainty and geo-
political challenges. ERM performed monthly monitoring 
of action taken by management to improve the control 
environment and address new risks.

Risk-taking and decision-making were managed within 
the group’s acceptable risk levels, with the implementation 
of various governance and controls forums. Telkom is not 
aware of any unusual, unexpected or undue threats facing 
the group.

Reports issued by internal audit on the integrated 
governance, risk and compliance of the group addressed the 
ERM effectiveness status. 

The audit focus areas confirmed that the risk and compliance 
functions managed adequate, effective and appropriate 
processes aligned to the relevant King IV principles. In 
addition, emphasis was placed on the business units’ 
effectiveness in implementing and embedding appropriate 
processes in line with the group frameworks.

TAS provided guidance on focus areas for improvement, 
which form part of the FY2020 execution plan, including 
refinement of the Telkom risk appetite framework metrics 
and tolerance limits as well as enhancement of the 
operational risk monitoring at business unit level, and a 
review of loss and near-miss events.

5

4

3

2

1

0
FY2017/18 FY2019/20 FY2020/21FY2018/19

1. Unaware 2. Fragmented 3. Top-down 4. Systemic 5. Risk intelligent

 - Company at first 
stages of the risk 
maturity process

 - Functions are not 
working as intended

 - Management has 
no confidence in the 
risk management 
process yet

 - Some functions 
appear to be 
effective

 - There are still major 
deficiencies in the 
process

 - Significant process 
gaps need to be 
closed

 - Clearly outlines 
enterprise risk 
management 
processes

 - There is room for 
improvement in   
the process

 - The ERM function 
is well directed and 
controlled

 - Most functions are 
designed correctly 
and are in place and 
effective

 - ERM function is 
totally effective and 
efficient

 - Totally 
implemented, user 
friendly and is 

    “best practice”

 - Now to risk 
intelligent

Although the above have been deferred, there has been no 
material impact on managing the risk across the group.

Risk 
intelligent
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Material aspects of our value-creation process continued

Competitive threats

Telkom operates in a rapidly 
changing technological 
environment. Pricing and 
product offerings are under 
pressure as Telkom strives 
to remain competitive in our 
operating markets.

Failure to swiftly respond 
to competitive threats 
could negatively impact 
the group’s market share, 
revenue growth and 
profit margins. There are 
opportunities to increase 
Telkom’s market share and 
improve revenue growth 
and profitability through 
an increased focus on 
innovation, adaptation 
and strategy.

Risk mitigation activities

 - Investing in advanced 
technologies.

 -  Assessing our go-to-market 
strategy to ensure relevance

 -  Reviewing market performance to 
inform changes towards customer 
experience improvement

 -  Addressing customer feedback 
through stakeholder management 
and competitive/market 
intelligence studies

 - Introducing new products to attain 
sustainable competitive advantage

 - Ongoing review of regulations and 
amendments that might change 
the market outlook

Progress and milestones in FY2019

Identified critical and legacy systems in 
the group for upgrade or replacement to 
enhance customer experience.

Introduced a bi-monthly commercial 
review council responsible for reviewing 
competitive/market intelligence, including 
industry intelligence, pricing, device 
information, and product comparisons, 
among others.

Launched innovative price-disruptive 
products to attract subscribers, focusing 
on growing mobile data and digital voice: 
SmartBroadband, SpaceStream Home 
and Smart, and FreeMe data bundles.

Monitored regulatory progress on the  
ECA Amendment Bill and proposed 
changes to the regulations on spectrum 
and the end-user subscriber services 
charter.

Reviewed other bills and amendments to 
acts for possible impact on the group.

Strategic risks, mitigating factors and opportunities

The residual risks are 
reflected on the heatmap.
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Customer experience

Customers’ experience can 
be compromised by long 
turnaround times, unreliable 
networks and systems, 
and misunderstanding 
customers’ needs. If Telkom 
is unable to meet rising 
customer demands for 
innovative product offerings, 
this could place the group’s 
profit margins at risk and 
result in lost revenue. There 
are opportunities to increase 
our customer loyalty, 
retention and satisfaction 
through intensified cross-
selling and up-selling, which 
in turn will increase revenue.

Risk mitigation activities

 - Improving and crystallising 
Telkom’s customer value 
proposition and aligning it 
with customers’ needs and 
expectations

 - Addressing customers’ interaction 
with Telkom by using the 
customer value proposition and 
data collected across all customer 
touch points to:

 - improve training for customer-
facing employees

 - refine processes that improve 
service delivery

 - enhance application capabilities

 - Improving monitoring customer 
experience initiatives across 
the group to achieve customer 
experience synergies across, for 
instance, network build, business 
projects, service management 
support model, and digital 
applications and processes

 - Upgrading multiple elements 
across the data centre network 
and critical hardware to provide 
appropriate support for customer-
centric applications and systems

 - Reassessing the network topology 
and architecture across all the 
group’s service delivery functions 
to achieve effective utilisation 
of resources and networking 
components

Progress and milestones in FY2019

Monitored the group’s customer loyalty 
and satisfaction survey results (for 
example Net Promoter Score data) to 
address opportunities for improving high-
level service delivery to customers.

Implemented a customer experience 
strategy and road map with target dates 
to address long service turnaround 
times, unreliable networks, and 
misunderstanding of customers’ needs.

A network build project is underway to 
increase our network footprint to support 
mobile data and the digital voice growth 
strategy.

A service management support model 
was finalised in the Telkom company to 
focus on end-to-end service delivery 
between the business units and avoid 
order cancellation and possible higher 
churn rates.

Refined the customer query escalation 
process to improve efficiencies in dealing 
with customer queries.

Technology 
enablement to achieve 
business objectives

Evolving our IT solutions are 
required to, as a minimum, 
align with the pace of our 
customers’ constantly 
evolving needs. Ineffective 
system architecture and 
inefficient and costly 
legacy IT systems pose a 
risk to the decentralised 
operating model. Through 
enhanced technology, there 
is a concentrated effort 
towards enhancing end-to-
end service delivery. This 
will strengthen Telkom’s 
value proposition to our 
shareholders, customers and 
employees, and improve 
efficiencies.

Risk mitigation activities

 - Reassessing the group’s technology 
environment to develop the 
technology strategy and related 
operating model and governance 
required to meet our strategic 
objectives, grow revenue, improve 
customer experience and gain a 
competitive advantage

 -  Developing and implementing a 
capital allocation strategy, budget 
and plan for technology that will 
position Telkom for the future 
demands of real-time customer 
service delivery solutions in, for 
instance, data, digital voice and the 
cloud space

Progress and milestones in FY2019

Telkom replaced the outgoing group 
chief information officer (group CIO) to 
strengthen Telkom’s technology and 
information governance, processes and 
systems. The group CIO is responsible for 
building the capabilities that will enable 
Telkom to compete in the future and 
have a strong position in the competitive 
market.

Refer to intellectual capital on page 63 
for more information.
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Compliance
Telkom is exposed to increasing regulatory requirements, 
especially regarding electronic communications regulations, 
data security and privacy as well as emerging acts, such 
as carbon tax and critical infrastructure protection. If not 
managed, the impact of compliance risks could lead to 
strained relationships with regulators, reputational damage, 
disruption of services and losing customers. Weaknesses in 
the control environment could lead to operational risks and 
financial losses.

The group’s mitigating actions include increased attention to 
the second and third lines of defence (page 97), embedding 
compliance and internal control practices across the group, 
and enhancing the control environment in the business units.

Key compliance focus areas in FY2019 included the following:

 - Standardised the risk and compliance methodology 
followed in the business units to obtain consistency and 
improve quality.

 - Compliance training by staff on the requirements of the 
POPI Act. 

 - Continuously monitored the regulatory landscape and 
proceedings on bills to provide business unit assistance for 
timely evaluation and drafting of response requirements.

 - Re-emphasised the group’s stance of zero tolerance 
towards non-compliance, bribery and corruption in 
interaction with management and employees.

Focus areas for FY2020

In addition to the focus areas on page 28, Telkom 
will focus on strengthening the combined assurance 
approach further through expanded compliance 
performance.

 - A revised focus on the compliance readiness for 
cybersecurity and data privacy risks in business 
units, operational units and key third-parties

 - Influence the culture from viewing compliance as a 
means of avoiding penalties to a culture that brings 
significant stability and rewards, thus to achieve a 
climate of collaboration and innovation

 - Pro-active involvement in high value projects or 
projects with multiple contractors or intermediaries 
to ensure business units address compliance 
requirements from the outset

No material or repeated regulatory penalties, sanctions or 
fines for contraventions of, or non-compliance with, statutory 
obligations were reported.

Material aspects of our value-creation process continued

Possible changes in 
legislation and regulatory 
requirements

Unexpected changes in regulation, 
for example relating to spectrum (the 
lifeblood of the mobile industry), may 
negatively impact revenue growth 
and financial stability. Possible non-
compliance with laws and regulations 
could damage Telkom’s reputation 
and incur penalties. The government 
relations and regulatory affairs unit 
has regular engagement with internal 
and key government stakeholders to 
prepare comprehensive submissions 
and defences to mitigate regulatory 
risks.

Risk mitigation activities
 - Enhancing risk and compliance 

governance across all business 
units

 - Regular engagements with 
internal and key government 
and regulatory stakeholders 
including ICASA, Department 
of Communications and the 
Competition Commission 

 - Continuous employee training 
on key legislation

 - Monitoring proposed changes in 
legislation and regulations

 - Ongoing regulatory risk 
assessments, control 
identification and compliance 
monitoring exercises

Progress and milestones in FY2019

Strengthened the culture of risk 
and compliance in the first line 
of defense through relationship 
building, guidance and setting the 
tone from the top.

Functional alignment of risk and 
compliance across the group ensured 
a coordinated ERM approach to 
maximise results while reducing cost.
Aligned risk, compliance and 
business continuity management 
frameworks. 
 
Continued building a competency 
pool of ERM specialists aligned with 
talent management and succession 
planning.

Information and 
cybersecurity management

Telkom has processes, controls 
and a robust information security 
governance and assurance model 
in place. However, there are certain 
malicious activities which pose 
a risk to the group. Ineffective 
management of information 
and cybersecurity could lead 
to reputational damage, loss of 
customers and consequently, 
revenue loss. We have opportunities 
to ensure threats are handled in an 
integrated and cost-effective manner 
to ensure information protection. 
We can increase customer loyalty 
by creating customer awareness of 
how Telkom handles compliance with 
data regulations and cybersecurity 
requirements.

Risk mitigation activities
 - Continue to implement the 

information security strategy

 - Deployment of the information 
security management system 

 - Continue with operational 
security management

Progress and milestones in FY2019

To mitigate this risk, Telkom 
conducted a security assessment 
across the group to re-examine the 
information security strategy and 
design an improvement plan.

We are in the final stages of 
deploying an information security 
management system which will 
enable the group to identify and 
respond timeously and appropriately 
to information security threats. 
The system is aligned to globally 
accepted standards such as the 
Information Security Forum and 
ISO 270001 security standard. 
This will result in robust information 
security governance.

The group CIO will oversee the 
development and implementation of 
a group cybersecurity strategy.

13

Telkom Integrated Report 201931 Performance AppendicesTransparency and accountability 32Value-creationAn overview of our business



1. Regulatory environment

Telkom operates in a highly regulated 
environment impacted by policy uncertainty 
and inconsistency, and continuously evolving 
regulations and legislation. International 
regulatory trends further impact Telkom, 
irrespective of the different operating context; 
the South African political environment; and the 
resources required to implement new or changing 
regulations.

Focus areas include the allocation of spectrum, 
the ECA Amendment Bill, B-BBEE requirements 
and labour law changes.

Poor customer service can lead to fines from 
ICASA in terms of its service charter, and the loss 
or suspension of Telkom’s licence to operate.

Further reading: Operating environment, page 16;  
Our strategic risks, page 25.

2. 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 Telkom to sharpen 
its focus on capital allocation, cost optimisation, 
business growth, innovative products and 
services, and customer satisfaction.

Further reading: Operating environment, page 16;  
Our strategic risks, page 25.

3. Customer expectation and experience

Our customers expect a differentiated value 
proposition where they receive value for money. 
Their experience is impacted 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 impacts 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.

Further reading: Stakeholder engagement, page 18; 
Our strategic risks, page 25; Productive capital, page 51.

7. Utilities supply 
         (previously climate change)

Telkom’s business continuity can be impacted 
by the availability and stability of electricity and 
water supply. We therefore need to use resources 
responsibly and mitigate and adapt to local 
challenges regarding load-shedding and the 
impact of drought.

Telkom has the opportunity to respond to climate 
change through upgrading its infrastructure. For 
example, increased use of clean energy 
(for example, photovoltaic solar plants) and 
mitigating risks associated with electricity supply 
challenges.

Further reading: Natural capital, page 81.

8. 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. Developing 
and refining Telkom’s employee value proposition 
and skills development are focus areas. 

Further reading: Human capital, page 67.

9. Evolving technology and ICT market trends 

Telkom needs to remain abreast of advances in 
ICT and disruptive technology. The group needs 
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 refining Telkom’s capital allocation 
model, monitoring the ROIC and reassessing the 
Yellow Pages (known as Trudon), BCX and the 
group’s technology strategies. 

Further reading:  Operating environment, page 16; 
Our strategic risks, page 25; Strategy review, page 39; 
group CFO report, page 43.

4. Cyberthreats 
        (previously cyber incidents) 

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

Further reading: Our strategic risks, page 25; 
Intellectual capital, page 63. 

5. Economic climate 

Local and international economies impact 
Telkom’s ability to grow the business, the cost 
of doing business and customers’ spending 
power. This is impacted 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. 

Further reading: Operating environment, page 16.

6. B-BBEE transformation 
        (previously B-BBEE certification   
        transformation) 

Transformation is a social imperative for Telkom, 
and the group’s B-BBEE rating significantly 
impacts our ability to attract business. It also 
provides opportunities for Telkom to harness 
the group’s ESD programme for positive socio-
economic impact. Focus areas include elevating 
B-BBEE as a strategic tool across the business 
units and working with suppliers to ensure they 
have strong transformation plans.

Further reading: Chairman’s report, page 7; 
Social and relationship capital, page 75.

Material themes 
Our material themes represent a 
prioritised view of our material matters 
as determined by the materiality 
determination process (page 15). 

Following the process, Telkom’s nine materiality 
themes that were disclosed in FY2018 were confirmed, 
and updated to reflect the current status. 

Telkom’s material themes impact the group’s ability 
to create value. Within this context, the following are 
specific focus areas that impact all themes:

5
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Our value-
creation strategy: 
Group chief 
executive 
officer’s report 
South Africa has been through 
a period of sustained economic 
weakness, where companies 
and households are under 
pressure. Telkom is committed 
to playing a role in the country’s 
economic recovery by continuing 
to engage on the regulatory 
agenda and pursue our purpose 
of seamlessly connecting our 
customers to a better life. 

Positioning ourselves 
for long-term growth 
The group made pre-investments into our technology 
capabilities to manage the evolution from legacy to 
new technologies. These include our IT capabilities and 
the migration of our network from copper to IP-based 
technologies. We are positioned to better evolve services, 
such as cloud technology, robotic process automation 
and bespoke IP. 

Telkom’s technologies and spectrum optimal utilisation 
position our Mobile offering in a commanding position 
as the world migrates from voice to data. We aim to lead 
in the fourth and fifth generation (4G and 5G) wireless 
technology sphere. Our evolving operating model 
enables us to focus on areas that will drive our future 
competitiveness. For example, unlocking the value of our 
real estate portfolio through Gyro, and leveraging existing 
infrastructure to roll out fibre to the home in areas such 
as Soweto. These capabilities, and our standing in the 
lives of South Africans, serve as a platform for long-term 
growth. 

Concurrent to our efforts for long-term sustainability, 
we focused on ensuring the group remains stable 
by effectively managing the decline in the legacy 
businesses, a disciplined capital management 
programme, unlocking value from our operating model, 
and extracting value from new revenue streams. 

A solid FY2019 
performance
Group operating revenue increased by 5.3 percent to  
R41 774 million, driven by the stellar performance of our 
Mobile business. Mobile service revenue increased by  
58.3 percent, underpinned by our broadband-led 
proposition. BCX recorded 6.2 percent growth in IT revenue 
from external enterprise customers despite the weak 
economic environment. Gyro delivered a solid performance. 
Changing technology continues to put our fixed business 
under pressure, with fixed voice revenue negatively 
impacting the overall performance of BCX and Openserve.

Overall, I am pleased that the growth in the new revenue 
streams drives overall growth for the group, attesting to the 
success of our capital investment strategy. I believe we are 
becoming a true technology company. 

We are committed to continuing this performance 
improvement, inculcating the mantra of “how can we make 
this year better than last year?” 

I am confident our performance will continue to improve 
as the Mobile business continues to grow, BCX continues 
to improve, Openserve continues to optimise capacity 
utilisation and become more efficient, and Yellow Pages 
(known as Trudon) stabilises. 

Our Mobile business continues  
to do well
The Mobile growth seen over the past four years is 
accelerating and we are confident we can sustain this going 
forward. Our Mobile business focuses on data, coverage and 
capacity. We concluded a roaming agreement with Vodacom 
which enables us to provide customers with national reach 
and seamless handover. This will lead to better service and 
competitive positioning in the wireless sector. The roaming 
agreement is being implemented in phases. Once it is 
concluded, we will migrate any customers on 2G wireless 
technology to 3G or 4G, allowing us to switch off the 
2G network and move up the technology value chain. 

The significant growth in Mobile service revenue was 
supported by an 85.9 percent growth in active subscribers 
to 9.7 million, as our affordable broadband-led proposition 
continues to resonate with customers. Despite adding 
4.5 million subscribers in the year, our blended average 
revenue per user (ARPU) was stable at R100. Pre-paid 
subscribers more than doubled compared to the prior 
year, increasing by 109.3 percent to 7.8 million (FY2018: 
3.7 million). Our pre-paid proposition continues to attract 
good quality subscribers demonstrated by a significant 
increase in pre-paid ARPU of 19.8 percent to R71. Post-paid 
subscribers increased by 26.8 percent, with net additions of 
approximately 396 000 to reach 1.9 million, with an ARPU  
of R186.

BCX stabilised under a new 
leadership team
I can confirm that Telkom has complied with the behavioural 
conditions that were agreed to as part of the BCX Merger 
Agreement.

BCX has stabilised as an organisation, although it is not 
where we hoped it would be by this time. We had to 
overcome BCX and Telkom business integration challenges 
and enhance leadership intensity to what is required, 
while being constrained by the conditions imposed by the 
Competition Commission. We had to focus on balancing 
rapidly declining legacy revenues with slower growth in 
new technology revenues. 

The business unit implemented cost optimisation and an 
enlightened customer engagement model. It restructured 
the business operations into the two main service offerings, 
telecommunications and IT solutions. This will improve focus 
and ensure we service customers effectively. 

IT revenue from external customers grew 6.2 percent. 
This was achieved despite the weak economic environment 
where South Africa experienced a technical recession in the 
first half of the year, and consumers were under pressure 
from increases in tax and fuel and a weaker currency. This is 
an encouraging result given that BCX touches all sectors of 
the economy. 

Gyro is unlocking the value in our 
real estate portfolio
Our strategy to separate our property and mast and tower 
portfolio to increase management focus and unlock value 
for the group is bearing fruit. Gyro’s external revenue grew by 
24.2 percent and the mast and tower tenants grew by  
10.5 percent compared to FY2018. We increased the number of 
towers available for multi-tenancy and have a new tower build 
programme for 2 000 sites or more over the next three years, 
underpinned by Telkom Mobile’s demand for new sites. 

Changing technology remains  
a key challenge
Notwithstanding the group’s solid performance, evolving 
technology is a key challenge. This is evidenced by a revenue 
decline of 7.9 percent in the fixed business across the group, 
as customers migrate to new technologies. Fixed voice and 
interconnection declined by 14.3 percent, which negatively 
impacted the overall performance of Openserve and BCX. 
Despite this impact, overall revenue decline was contained at 
3.3 percent for Openserve and 3.4 percent for BCX. 

“I am particularly pleased that BCX 
has now stabilised as an organisation, 
mainly attributable to a new leadership 
team, a change in operating model 
and an enhanced strategy to focus on 
customer retention.”

Ongoing capital investment 
supporting growth
Our ongoing investment enabled Telkom to grow new 
revenue in evolving technology, offsetting the traditional 
revenue shrinkage. Over the past six years, the contribution 
of our new revenue streams has grown significantly, the 
mobile revenue contribution increased from 3.2 percent to 
25.7 percent, and IT revenue grew from 0.9 percent to 
16.2 percent. 

We continue to invest in the fibre ecosystem, which sustains 
our fixed data revenue. We are prudent in our homes 
passed by fibre strategy and focus on homes connected. 
We increased the home connectivity rate to 38.4 percent 
(FY2018: 30.7 percent). 

We remain a market leader in fibre to the business and 
backhaul, with the majority of our sites connected with fibre. 
We continue to modernise our network through the packet 
optical transport network (POTN), which will future-proof 
the core network and enable data growth across access 
aggregation and core networks. This is the foundation 
for software-defined networks and network function 
virtualisation capability.
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Openserve resilient despite 
customers migrating to new 
technologies
The negative impact of voice decline due to migration of 
customers from legacy to next-generation technologies at 
lower price points was partially offset by fixed data revenue 
growth of 7.3 percent mainly due to fibre and Ethernet products 
which grew by 40.3 percent to R1 207 million, with profitability 
growing at a better rate than previous years. This was enabled 
by, amongst others our strategy to modernise the network to 
improve cost to connect and reduce cost to serve. 

We proactively move customers from legacy copper which 
was installed since 1974 to new fibre technology and 
investigate ways to modernise our systems. We manage 
the pressure of the investment cost of deploying the fibre 
network, with the reduction in cable theft and reduced 
maintenance costs, improved social impact, better customer 
experience, and a stronger long-term positioning of the group. 

The social and ethics and risk committees actively monitored 
matters related to customer service and customer complaints. 
Improving customer experience is driven by our “service is the 
new selling” campaign, focusing on people, processes and 
systems to simplifying customer journeys through the value 
chain to ensure consistent delivery. Our newly appointed group 
CIO has the mandate to modernise all our systems’ applications 
and hardware, and review our processes to improve our overall 
customer experience.

Regulatory environment
Engaging with regulators and 
policy makers
Telkom operates in a highly regulated environment.  
We engage robustly with regulators and policy makers, 
and participate in industry forums. The board is focused 
on ensuring we are clear on our regulatory agenda, that we 
make substantive inputs based on data, international trends 
and provide a company, industry and customer perspective. 

We motivate for a regulatory and policy framework with 
long-term benefits for Telkom, our customers and the 
growth of South Africa. We focused on the allocation of 
spectrum, and the Competition Commission’s inquiry into 
the cost of data. Telkom promotes the release of spectrum, 
and our engagement is based on the thesis that encouraging 
competition and reducing barriers to access will drive down 
costs, as opposed to legislation which discourages further 
investment. Our inputs into the data market enquiry align 
with this, and promote the sector being managed to promote 
investment, improve access, and encourage competition. 

Investment in talent
Our people are critical to the 
group’s success
Our employees’ intellectual capital is critical to Telkom’s 
core and supporting business processes. Through their 
performance, culture and skills, they ensure the group’s 
sustainability. 

We focus on employing the right talent from diverse 
backgrounds, who we support and develop through our 
human capital management strategy and talent management 
framework. Each year I am impressed by the calibre of 
people joining Telkom, willing to contribute to what I call the 
“Telkom Project” – the goal to be a top company that makes a 
difference in the lives of South Africans.

Towards the end of the year, Openserve and BCX reduced 
permanent employee numbers as part of their cost 
and employee optimisation programmes. We managed 
retrenchments in the best way possible to support those 
leaving the group through appropriate compensation and 
contributing to further skills development opportunities. A lot of 
time has been spent ensuring the talent pipeline of the group 
is filled with people who are self-driven to be competitive and 
successful, and make a difference to Telkom in the long term. 

Read more about our Digital Leadership Development, Female 
Leadership Development and other programmes on page 67. 

Telkom is privileged to have the talent of our senior leadership 
team. We designed several retention mechanisms to leverage 
their skills and ensure their growth. We will provide opportunities 
for each senior leader to be exposed to the group’s other 
business units, to share and extend their knowledge, and provide 
them with further opportunities within Telkom. 

We acknowledge the role we need to play in SA Inc and aim to 
proactively support the economy. As part of this agenda, we 
supported our board members to have appointments on the 
boards of state-owned entities such as Eskom, Transnet and 
the Passenger Rail Agency of South Africa, and other entities 
such as Business Leadership South Africa. We also seconded 
our former group CFO, Deon Fredericks, to South African 
Airways as an interim CFO for a period of 9 to 12 months, 
effective 15 October 2018.

As we mature, I hope to see greater depth in our culture of 
diversity – beyond the elementary components of gender, 
race, background and age – to a culture of diversity which 
brings enhanced richness of thought and dialogue to 
position us to better respond to our changing and diverse 
operating environment. 

“I thank my executive team for their 
commitment and support. They remained 
focused, dedicated and professional as 
we navigated the challenges of the past 
year. I also thank our customers, clients, 
and service providers for their continued 
support as we position the group for 
long-term growth and sustainability.

  I would like to thank the people who work 
for Telkom, who play roles that make 
this organisation work – the people who 
drive on our behalf, who climb poles on 
our behalf, who get into basements of 
buildings on our behalf. It is because of 
them that Telkom is safe and stable.”

“Following six years at the 
helm of the Telkom board, 
Jabu Mabuza stepped down 
as chairman on 31 May 2019. 
He has been integral to the 
turnaround of the group and 
our positioning for long-term 
growth. 

 I thank Jabu for the support 
he has given my team and I. 

 He deeply cares about 
Telkom. I truly wish him all 
the best.

 I have been fortunate to 
have a supremely talented, 
committed and engaged 
board. They have been key in 
the recovery of Telkom over 
the past few years and the 
positioning of the group for 
long-term growth.” 

Group chief executive officer’s report  continued

Sipho Maseko
Group chief executive officer
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Our strategy review 
Our customers are at the heart of all we do, and this is reflected in our 
intent to derive value by putting the customer first. 

We constantly review our strategy to ensure it remains relevant in 
a rapidly changing operating environment, which is increasingly 
complex and challenging.

Evolving operating model

People and organisational capabilities

Sustainable cost base

Superior customer experience

A sustainable regulatory stance

Seamlessly connecting 
our customers to a better life

…as the leading provider of converged ICT solutions

Purpose 
Our vision 
is tied to a 
national 
vision

Optimising shareholder value

Fastest, most reliable, 
value data infrastructure 
provider in South Africa

- Modernise the network
- Commercialise the network
- Transforming service delivery

- Accelerate mobile growth
- Drive high-speed broadband
- Network expansion
- Content and value-added services (VAS)
- Improve customer experience

- Grow connectivity
- Improve profitability of IT services
- Reduce cost to serve
- Drive new proftable revenue streams

- Optimise and grow the mast and tower portfolio
- Commercialise the property portfolio
- Enhance building costs and operation   
 efficiencies

- Establish dedicated SMB division
- Aggressive mobile data-led value propositions 
- Build a digital platform-led business
- Introduce adjacent market products through an  
 eMarketplace

South Africa’s number 
one broadband and data 
services business

Leading provider of 
end to end digital solutions

Unlock value and 
optimise occupancy 
costs

Leading digital, 
platform-led, 
ecosystem for SMB

Strategic 
pillars

Broadband 
leadership

Integrated 
solutions

Portfolio 
diversifi-
cation

Technology 
innovation

Operational
efficiency 

Leading to 
sustainability

Enablers 

Strategic 
objectives
by putting 
the customer 
first

Ambition Key focus areas

Our value-creation strategy continued

The group’s strategy is executed through our five strategic 
pillars (broadband leadership, integrated solutions, portfolio 
diversification, technology innovation and operational 
efficiency). Each business unit has its own strategic 
objectives in support of these. The realisation of the group’s 
five strategic pillars and the business unit’s strategic 
objectives are achieved through a set of strategic initiatives 
and focus areas, underpinned by specific group enablers. 

These enablers include our evolving operating model, 
people and organisational capabilities, a sustainable cost 
base, superior customer experience and a sustainable 
regulatory stance. 

Initiatives to drive continuous improvement in these areas 
form part of our strategic planning and execution. Progress 
against the strategic focus areas per business unit are 
described on the pages that follow and the performance of 
each business unit is discussed. Refer to pages 51 to 62.  

Going forward, we plan to strengthen interworking and 
synergies between the business units, while maintaining 
their focus and accountability. This will improve our agility 
and responsiveness to the market, and improve the delivery 
of our products and services to customers.

Telkom operating model 
The group’s operating model will continue to evolve to 
position Telkom as a state of the art technology company. 
We aim to leverage our new revenue streams and continue to 
drive performance across our business units.

We are also thinking differently about how we serve our 
small and medium business customers and established 
the Telkom SMB division on 1 April 2019. We believe that 
this market segment is underserved, and the role these 
businesses play is critical to the recovery of the South 
African economy.

The Telkom SMB division was formed on 1 April 2019 by 
carving out small and medium business customers from 
Telkom Consumer and BCX. Yellow Pages (known as Trudon) 
will be managed as part of the Telkom SMB division 
in FY2020. 

Our ambition is to become SA’s leading digital SMB platform 
by solving real needs to drive sustainable growth for our 
customers – enabled through innovative solutions, world-
class customer experience and disruptive technology. 
Our rationale is to focus on the previously underserviced 
segment thereby reducing the high churn brought upon 
by the fragmented IT market and the lack of revenue 
diversification from fixed voice products. Thereby creating 
new revenue streams within the SMB space as well as to 
cross-sell to IT customers. 

(division)

100%
owned subsidiary

100%
owned subsidiary

(division)

(division -
from 1 April 2019)

Small & Medium 

Business
(managed by the � 

SMB division from 
1 April 2019)
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>  Continue to strengthen our core network by   
 investing in POTN

>  Increased the number of business endpoints   
 connected with fibre

>  Ongoing improvement of new generation   
 access average time to install

Modernise the network

Commercialise the network

Transform service delivery

Business unit Key strategic focus areas Performance

>  Offering strong data-led propositions and   
 broadband-led strategy

>  Continuously build on the LIT value proposition

>  Entered into a roaming agreement and facilities  
 leasing agreement

Accelerate mobile growth

Drive high-speed broadband 

Expand the mobile network

Grow content and VAS services

Improve customer experience

>  Aggressive marketing of additional towers   
 to potential tenants

>  Conducted market research for most of the   
 selected properties

>  Adjacent revenue streams from property   
 developments

Optimise and grow the 
mast and tower portfolio

Commercialise the 
property portfolio

Enhance building costs 
and operation efficiencies

Our success will be measured by

>  Core and adjacent revenues 

>  Customer experience

>  Number of digital platform users

>  Number of SMB on the platform and their activity

Establish dedicated  
SMB division

Aggressive mobile data-led 
value propositions 

Build a digital platform-led 
business

Introduce adjacent market 
products through an 
eMarketplace

reduction in fault and 
redispatch rate

5 116 
base stations

increased revenue 
from mast and 
tower portfolio

>  Migration of customers to next-generation   
 solutions

>  Improved IT external revenue

>  Continous optimisation of operating costs

Grow connectivity

Improve IT services 
profitability

Reduce cost to serve
launched business-critical 
cloud offering 

Refer to page 51 
for further details

Refer to page 57 
for further details 

Refer to page 53 
for further details

Refer to page 59 
for further details

Refer to page 61 
for further details

Business unit strategic focus 

Our value-creation strategy continued

Our strategic pillars
Pillar Description Progress to date 

1. Broadband  
     leadership 

Become the leading 
broadband provider in 
South Africa

New digital services are being 
built on high-speed data 
services. We are accelerating 
our capability to lead in the 
delivery of innovative, value-rich 
solutions to our residential and 
commercial customers over the 
optimal access technology – 
fibre, fixed wireless, mobile 
and copper.

 - Strong growth in data-led mobile offerings (FreeMe suite)

 - Launch of innovative and uncapped/unlimited fixed-broadband 
products 

 - Increase in broadband ARPUs

 - Sustained fibre to the home (FTTH) rollout with focus on 
improved connectivity rate

 - Most affordable and disruptive data services (fixed and mobile)

2. Integrated      
     solutions

Offer end-to-end 
converged solutions 
from connectivity 
to IT

We aspire to strengthen 
Telkom’s ability to 
comprehensively address our 
customers’ ICT needs. This 
requires the appropriate access 
solution to be seamlessly 
integrated with a wide range 
of IT services, ranging from 
the traditional (hardware and 
software) to new and emerging 
IT services (cloud, Internet of 
Things (IoT) and analytics).

 - Refinement of converged voice and data solutions for fixed        
and mobile

 - Launch of BCX SD-WAN suite to enable cloud based applications, 
and to drive digital transformation

 - Introduction of unified communications solutions to migrate 
customers from traditional private automatic branch exchange 
environments

 - Launched BCX business-critical cloud offering

3. Portfolio           
     diversification

Expand and invest 
in e-commerce, big 
data, gaming and 
fintech

We seek opportunities 
to generate new revenue 
streams from existing and 
emerging digital services. Each 
opportunity will be considered 
on its merits, and will inform the 
decision to build, buy or partner.

 - Appointed a chief officer: business markets to drive growth in 
adjacent markets (including financial services, entertainment, 
education and media)

 - Implemented the first phase of our content strategy with launch 
of LIT box and entertainment partnerships (Netflix, Showmax and 
YouTube)

 - Established Gyro as stand-alone business unit to extract value 
from the property portfolio, including mast and tower

4. Technology 
     innovation

Modernise and build 
a state of the art 
network

We aspire to operate with the 
best scalable and most efficient 
network. Telkom will invest in 
the optimal mix of technologies 
to achieve this.

 - Modernisation and completion of POTN

 - Growth in enterprise data volumes and revenues driven                     
by migration to metro-ethernet

 - Fast tracking migration of legacy copper base to fibre, LTE and 
LTE A solutions

 - Ongoing consolidation of internal IP networks

5. Operational      
     efficiency

Develop operational 
superiority 
which provides 
a competitive 
advantage

In an increasingly competitive 
world, our success depends 
on continually improving the 
efficiency and effectiveness of 
operations. 

 - Refinement of trading model between business units

 - Creation of lean corporate centre

 - Consolidation of offices and data centres

 - Simplification of organisational structure

 - Optimised investment returns through enhanced capital 
allocation processes

 - Entrenchment of a performance culture, linking reward                  
to performance
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Group chief financial officer’s report 43  

Productive capital 51

 - Openserve 51

 -  Telkom Consumer 53

 -  BCX 57

 -  Gyro 59

 -  Yellow Pages 61
 (known as Trudon)

Intellectual capital 63

Human capital 67

Social and relationship capital 75

Natural capital 81

Group chief 
financial officer’s 
report 
The past year has been 
challenging with weak GDP 
growth, subdued consumer 
spending, power supply 
interruptions which affected 
our customers, coupled with 
margin pressure created 
by the change in our 
revenue mix.  

We continued to operate 
under a regulatory 
environment that is uncertain 
as there is still no clear 
indication of how spectrum 
assignment to the wireless 
open access network and 
industry will be governed 
under the ECA.
Despite these challenges, we remained resilient and 
delivered a solid set of results for FY2019. Telkom’s results 
are underpinned by continued strong growth in our Mobile 
business, an improvement in BCX IT revenue, strong revenue 
growth from Gyro’s tower portfolio and an increase in 
revenue from new data products. 

Tsholofelo Molefe
Group chief financial officer

Salient features

R8 155m
mobile service revenue

58.3% increase from   
FY2018

R11 309m*
group EBITDA

8.5% increase from  
FY2018

EBITDA margin of

27.1%*

722.4**
group HEPS

22.6% increase from   
FY2018

cents 
per share

* Excludes the impact of the VSP, VERP and section 189 costs of 
 R728 million and the related tax impact of R215 million.

** Based on pro forma financial information.

43 Telkom Integrated Report 2019

R41 774m
group operating revenue driven 
mainly by the mobile business

5.3% increase from   
FY2018
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Group chief financial officer’s report continued 

29
 8

46

20.7%

FY2018

Rm

Customer
acquisition 

cost

Payments 
to other 

operators

Mainte-
nance

Operating
leases

Other 
operating
expenses

Service 
fees

Employee
expenses

FY2019

1 
31

6

33
4

37
8 78

(4
6)

(9
4)

(6
28

)

31
 1

84

Direct 
expenses 1.4%

4.5%
Operating
expenses

R1 338

Key themes from Telkom’s financial performance:

FY2018 

FY2019

Mobile service 
revenue

IT Fixed voice and
interconnection

58.3% 6.2% 14.3%

5 
15

1

8 
15

5

6 
37

0

6 
76

4

13
 1

17
 

11
 2

42

Fixed data 1.7%

Traditional data
products

New data
products

Other data 
products

13.3% 29.7% 2.9%

5 
48

2

4 
75

4

1 
57

4

2 
04

1

3 
04

3

3 
13

0

Optimise capacity utilisation  
to protect the existing business, and grow new revenue streams

Preserve and improve 
margins through relentless focus on cost management 

Maintain adequate cash to reinvest in our business and  
provide adequate liquidity buffer 

Disciplined capital allocation framework  
to support our investment strategy and improve shareholder returns

1

Although we continued to see a double-digit decline in fixed 
voice revenue, primarily from enterprise customers, we had 
good growth in BCX IT revenue of 6.2 percent. This contained 
the overall revenue decline in BCX to 3.4 percent. 

Our next-generation fibre-based products grew by 
29.7 percent, compensating for the 13.3 percent decline in 
copper-based technology revenue.

Our Mobile business continued on its strong growth trajectory 
with service revenue increasing by 58.3 percent, supported by 
an impressive 85.9 percent growth in active mobile subscribers. 

With only the second year in full operation, Gyro’s revenue from 
multi-tenancy on the towers (co-location), grew by 35.4 percent 
to R930 million.
 

The change in revenue mix due to the migration of 
customers from traditional technologies to next-generation 
technologies, creates margin pressure. However, we responded 
to this challenge by continuing our relentless focus on cost 
management to preserve and improve margins. The result is a 
decrease of 1.4 percent in operating expenditure, net of a  
3 percent salary increase. 

Our staff optimisation programme is delivering benefits, 
with employee expenses, excluding VSP, VERP and 
section 189 costs, reducing by R628 million. This is partly due 
to the benefits from the programme, vacancy rationalisation 
in non-critical areas of the business and a reduction in 
overtime worked. The total cost of the VSP, VERP and 
section 189 costs was R728 million, with the major restructuring 
taking place in BCX. We expect to see the full-year benefits 
materialising in the new FY2020.

We also reduced discretionary and other operating expenses 
such as consulting and travelling costs, and optimised office 
space. This resulted in an overall saving of R140 million year 
on year. 

The cost associated with the revenue growth of 20.7 percent 
is primarily due to the 85.9 percent growth in active mobile 
subscribers.

Our relentless focus on cost management resulted in a 
strong EBITDA growth of 8.5 percent (excluding the impact 
of VSP, VERP and section 189 costs) with EBITDA margin 
improving by 0.8 ppts to 27.1 percent.

Optimise capacity utilisation, and grow  
new revenue streams

1

Relentless focus on cost management2

3

2

4

The financial reports on pages 127 and 130 should be read in conjunction with the annual financial statements for the year ended 
31 March 2019, available online at www.telkom.co.za/ir.

10
 4

22

FY2018
EBITDA

EBITDA movement
Rm

Operating 
revenue

Operating 
expenses1

Other2

income
Direct 

expenses
FY2019
EBITDA

2 
11

3

31
2

11
2

11
 3

09

8.5%
R887m

Preserve and improve margins  
through sustainable cost management

(1
 6

50
)

¹ Excludes the impact of VSP, VERP and section 189 costs of R728 million.
2 Includes interest on debtors.
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Group chief financial officer’s report continued 

We maintained disciplined cash flow management resulting in 
adequate cash flows to fund both capex and dividend payment. 
The decrease in cash balances of R1 099 million was primarily 
due to the use of cash to fund our operational and capital 
activities, and raising very little debt in FY2019 (net funding 
raised of R702 million, a 77 percent reduction from FY2018) to 
fund operations. The decrease in net funding raised is in line with 
our strategy to remain lowly geared. 

We have sufficient cash balances, short-term investments and 
committed undrawn facilities to provide an adequate liquidity 
buffer to mitigate against adverse market conditions.   

We improved cash conversion through disciplined debt 
collection, shortening inventory cycles and extending payment 
terms to key suppliers. Trade receivables increased due to 
the significant increase in handset acquisitions from the 
accelerated growth in mobile in the second half of the year.

We aim to improve our internally generated FCF through 
efficient capital allocation targeting growth areas, and 
maximising operational productivity with a clear focus on 
working capital optimisation. 

FY2018
Cash

balance

Cash 
generated

from
operations1

Maintenance
and regulatory

capex

Dividend
paid

Net cash 
before

investing
for growth

Remaining
capex

Net 
financing
activities2

Other
investing
activities

FY2019
Cash

balance

2 
52

7

7 
55

2

(2
 1

62
)

(1
 8

46
)

(5
 4

22
)

71
7 62

1 
42

8

6 
07

1

Cash management
Rm

Maintain adequate cash to reinvest in our business and 
provide adequate liquidity buffer 
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¹ Includes the cash payment of R566 million relating to VSP, VERP and section 189 costs.
2 Includes net funding raised of R702 million and net proceeds from derivatives.

We continued investing in key growth areas to accelerate the 
growth in new revenue streams. We slowed down our capex 
slightly (3.0 percent decline), spending less than planned. The 
capex to revenue ratio is 18.4 percent (FY2018: 20 percent) as 
we slowed down the deployment of FTTH passed to continue 
focusing on improving the fibre connectivity rate. As a result, 
the connectivity rate increased to 38.4 percent. 

We continue to focus on accelerating fibre to the business 
and fibre to the base station which have significantly higher 
ARPUs than FTTH passed.

  
Capex FY2019 FY2018 %

Mobile 3 011 2 319 29.8
Fibre 1 216 2 112 (42.4)
Core network 1 172 902 29.9
OSS/BSS programme 223 294 (24.1)
Network rehabilitation/
sustainment 261 303 (13.9)

Service on demand 1 195 1 292 (7.5)
Other and subsidiaries 596 687 (13.2)

Total  capital expenditure 7 674 7 909 (3.0)

Disciplined capital allocation to support our 
investment strategy

4

We accelerated the investment in mobile by 29.8 percent, 
supporting the good return of 58.3 percent growth in mobile 
service revenue.

We continued to strengthen the POTN, increasing spend 
by 29.9 percent, to be able to carry the strong data traffic 
growth from our fixed and mobile network. As a result, 
mobile broadband traffic consumption in terabytes grew by 
97.9 percent, while fixed-line broadband data consumption 
in terabytes increased by 20.6 percent.

Group CFO key focus areas
Despite the difficult trading environment, we expect the momentum in good performance to continue, underpinned by our 
sustainable financial framework. Given the changes in our environment of margin pressure, a weak macro-economy, investment 
in key growth areas, and our thrust to improve FCF, we are renewing Telkom’s financial framework to grow sustainably. This is 
underpinned by four enabling pillars as indicated below. 

1. Optimise and grow

De-risk the decline in 
legacy business:

 - Migrate customers to 
new technologies to 
protect the revenue 

Accelerate new revenue 
streams:  

 - Mobile, new data, masts 
and towers, IT solutions

Operating revenue growth
Mid-single digit

2. Sustainable cost
management

Effectively manage and
contain cost escalation:

 - External spend

 - Process and 
organisation

 - Rationalise IT landscape

 - Reduce cost-to-serve

EBITDA growth
Mid-single digit

3. Disciplined capital
allocation framework

Framework that 
supports our sustainable 
value-creation:

 - Capital and operational 
productivity

 - Maintain a healthy 
balance sheet

 - optimal capital 
prioritisation criteria

 - Maximum shareholder 
returns

Net debt to EBITDA ratio 
Capex to revenue ratio

4. FCF

 - Optimise net working 
capital

 - Pursue cash release 
opportunities

 - Supply chain financing

 - Handset financing

 - Sale of non-core assets

Positive 
FCF

Sustainable financial framework

1. Optimise and grow

We believe in our optimise and grow revenue strategy and aim to deliver revenue growth at the top end of our mid-single digit 
guidance over the medium-term period. Our strategy is to accelerate the growth in new revenue streams while managing the 
decline in the fixed business.  We have now identified initiatives to manage the decline in fixed voice revenue, which includes the 
launch of new products, pricing intervention to ensure that Telkom is competitive in the market in line with our strategy to focus 
on retaining customers. Our ongoing investment will enable new revenue growth in evolving technologies. 

2. Sustainable cost management

A key element in the short to medium-term is embarking on a group-wide sustainable cost management programme with the 
objective to readjust Telkom’s cost structure and realise the targeted margins. Although there were numerous cost management 
efforts in recent years that resulted in cost savings and cost avoidance successes, the need exists to follow a laser-like approach 
and conduct a structured exercise on sustainable value-creation across the group. Such an approach will challenge Telkom’s 
current cost structure and identify those areas that have the largest potential impact on future margins. 

A number of initiatives have been identified as key levers, which include, among others: 

 - Consolidate spend to reduce the growth in external spend through strategic sourcing, leveraging on our purchasing power

 - Optimise processes to derive maximum efficiencies, through implementation of robotic process automation in key areas, 
 for example, procure to pay, order to cash, and other high volume repetitive activities  

 - A detailed review of our way of working and refining our current operating model for maximum efficiency

 - Drive an efficient IT network, through simplification, rationalisation and virtualisation

 - Focus on reducing cost to serve, using various methodologies – for example, implementation of digital channels, and back 
office automation 

 - Efficient capex execution (managing scope creep and project designs)

By implementing the above we target to reduce the cost to revenue ratio from 75 percent to 73 percent over the guidance 
period. We expect total costs to grow at or below inflation. We will continue to use global cost benchmarks to identify any saving 
opportunities in our value chain.
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3.1  Balance sheet flexibility to prepare for future capital requirements

Our objective to maintain net debt to EBITDA ratio at below one times (pre IFRS 16) remains in the short-term as we anticipate 
regulatory changes in the near future that may require significant investment. We have a mix of short and long-term debt on the 
balance sheet enabling us to effectively manage the debt maturity profile. Our longer-term debt is in support of our strategy to 
align long-term investment with the appropriate funding solutions, as we begin to optimise our capital structure.

3.2  Capex prioritisation

We have carefully evaluated Telkom’s capital prioritisation process using an integrated planning approach. All projects are funnelled 
through a clear prioritisation criteria that takes into account our financial and non-financial risk metrics. This ensures that we protect 
and sustain the business and enhance value for shareholders.

Maintaining our existing asset base and compliance to regulation will be our first priority. We will first allocate net cash flow from 
operations towards maintenance and regulatory compliance capex.

We will continue to assess balance sheet strength before any capex investments for growth or before distributions to shareholders, 
with the objective of maintaining an investment grade credit rating.

We remain committed to creating shareholder value, ensuring that we invest in projects that give us a reasonable return with a 
minimum hurdle rate of WACC plus two to three percent premium.

3.3  Maintaining a strong balance sheet and a strong liquidity position is non-negotiable for us

In the past we funded all projects using cash generated from operations with little consideration for the payback periods and  
long-term tenor of our investments for example, fibre, core network and mobile networks.

We will continue to look for the right type of funding for our portfolio of projects and fund them through a combination of cash 
and debt, ensuring the debt we source matches the tenor of the investments, with the objective of maintaining an optimal 
capital structure.

Any excess cash available will be used to repay debt and fund selective corporate action. 

3.4  Dividend policy

Distributing cash to shareholders is a critical component of our capital allocation framework. The board remains committed to 
maintaining a dividend policy that provides shareholders with certainty on the minimum level of dividend payments that we are  
able to make.   

* Selective mergers and acquisitions, and spectrum.  

1 4Inputs OutputsAnnual strategic planning/investment strategy

Optimal 
performance 

Total  
shareholder 
returns

2

3
Portfolio review across investment decisions 

Operational cashflow and  cash release intiatives Debt insurance

Maintenance and  
regulatory capex

Dividends – 60% of 
headline earnings Organic growth Corporate action*

Alternative
funding solution

Maintain a strong balance sheet

Sources
of capital 

Uses
of capital

Our operating environment is increasingly becoming complex with changes in accounting standards, margin pressure due to 
changes in revenue mix, continued regulatory uncertainty and a weak economy. Given the changes in our environment, we are 
renewing Telkom’s capital allocation framework to ensure that we apply a disciplined approach to how we allocate the various 
sources of capital. 

We developed a capital allocation framework that seeks to provide a balance between maintaining the integrity of existing asset 
base, growing our business, providing shareholders with a reasonable return while at the same time maintaining a healthy 
balance sheet.

3. Capital allocation framework 

Group chief financial officer’s report continued 

4. FCF focus 
We strive to ensure that Telkom generates and maintains sufficient cash resources to meet all capital requirements through 
improvement in working capital and continuously seeking other alternative sources of capital. During the year we started various 
initiatives to optimise working capital, namely: supply chain financing, handsets receivables financing, inventory optimisation 
and disposal of non-core properties, with benefits expected to flow through in FY2020. In addition, we have sufficient short and 
medium-term funding and have plans to raise long-term funding to take advantage of opportunities as they arise in the market.

Outlook
IFRS 16 implementation

We have done a detailed assessment of the impact of IFRS 16 (new accounting standard on leases) on our business, which we will 
implement in FY2020. The adoption of the statement is expected to have a significant impact on our financial statements.  

As at 31 March 2019, the group had non-cancellable operating lease commitments of R1.9 billion. The bulk of our operating leases 
relate to network infrastructure, property leases and vehicle leases. The new standard moves the majority of lease payments below 
EBITDA, as a depreciation charge and interest expense as opposed to operating lease expenses under operating expenses line. 

IFRS 16 impact
category

IAS 17 
(previous standard)

IFRS 16 
(new standard) Forecasted impact1

Balance sheet  - Lease smoothing 
receivable/payable

 - Recognise right of use 
of asset

 - Recognise lease liability

 - R4.0bn - R4.5bn

 - R4.0bn - R4.6bn

Initial take on balances
Income

statement2

 - Operating lease on 
straight line basis in 
operating expenses

 - Depreciation on right of 
use asset

 - Interest expense on 
lease liability (below 
EBITDA)

 - Higher EBITDA

Cash flow  - Lease payment in 
operating activities

 - Lease payment in 
financing activities

 - Reclassification on cash 
flow statement

Net debt to EBITDA  - Operating lease payment 
in EBITDA

 - Depreciation and finance 
cost excluded from 
EBITDA

 - Higher net debt

 - Expected to           
increase to between       
0.2 - 0.4 times higher

1 Unaudited IFRS 16 forecasted impact.
2 The impact cannot be forecasted at this stage as this will depend on various factors that might occur during the year, for example, new leases, cancellations of leases  
  and changes to discount rates.

FY2019 - FY2021 FY2019 Actual
Medium-term 

guidance

Operating revenue  Mid-single digit  5.3%  Mid-single digit

EBITDA margin  24% - 27%  27.1% n/a

EBITDA growth n/a 8.5% Mid-single digit

Capex to revenue  16% - 20%  18.4%  16% - 20%

Net debt to EBITDA (times) ≤ 1 0.8 1 - 1.2

Despite the foreseen challenges, we aim to deliver revenue growth at the top end of our guidance over the medium-term period. 
Due to margin pressure created by the revenue evolution, we will provide guidance on absolute EBITDA growth. EBITDA growth 
is expected to be in line with revenue growth at mid-single digit (pre IFRS 16), underpinned by our multi-year sustainable cost 
management programme. 

The implementation of IFRS 16 will also have a positive impact on EBITDA. However, net debt to EBITDA ratio will be negatively 
impacted by IFRS 16, therefore our guidance is revised to less or equal to 1.2 times (post IFRS 16).

We will continue to invest in key growth areas such as mobile, fibre and the core network and maintain a guidance of 16 to 20 percent 
capex to revenue ratio. We will apply a success-based and measured approach to capex. Returns for fibre are long-term in nature 
while returns for mobile are medium-term. It is critical that we invest for the sustainability of Telkom and will continue our measured 
and responsible allocation of capital resources.

Note: Excludes corporate action.
Based on initial IFRS 16 take on balances.

Progress against medium-term guidance
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Productive 
capital

Openserve’s revenue was 
resilient despite customers 
migrating to next-generation 
technologies at lower price 
points. Despite pressure on 
revenue and a change in our 
revenue mix, EBITDA grew at 
a better rate than the previous 
years. This was enabled by, 
among others, our strategy 
to modernise the network to 
improve cost to connect and 
reduce cost to serve.

Performance overview
Openserve contained the revenue decline at 3.3 percent to 
R16 940 million (FY2018: R17 525 million), despite voice 
revenue decreasing by 15.8 percent. The decline in voice 
revenue was caused by migrating customers from legacy 
to next-generation technologies, and lower call termination 
rates. The negative impact was partially offset by fixed 
data revenue growth of 7.3 percent, mainly due to
next-generation fibre and ethernet products, which grew by  
40.3 percent to R1 207 million. Fibre to the base station 
increased by 3.3 percent to 7 018 base stations as mobile 
operators expanded their networks. The demand for 
ethernet services from enterprise customers increased by 
55.6 percent to 37 476 service connections. Our focus on 
homes connected to improve returns is being realised. The 
FTTH connectivity rate increased from 30.7 percent in FY2018 
to 38.4 percent, slightly below our target of 40 percent. 

Openserve upgraded the fibre broadband portfolio minimum 
access speed to ten Mbps to enable faster broadband 
access speed and increase data consumption. Openserve 
reduced the effective price on IPConnect by 9.1 percent by 
providing additional capacity to customers. This led to an 
increase of 11.6 percent on the average daily data usage for 
FTTH customers in the fourth quarter. This is in line with our 
commitment to bring down the cost to communicate.

EBITDA improved 6.6 percent to R6 292 million, driven by  
a 5.2 percent decrease in operating costs as we continue to 
extract operational efficiencies by modernising our network. 
The migration from legacy to next-generation technology 
contributed to a 27.8 percent reduction in assurance 
visits, which decreased our subcontractor cost. Our cost 
optimisation programme included employee productivity 
and operational efficiencies, which resulted in a 12.5 percent 
decrease in employee costs. 

The EBITDA margin increased by 3.4 percentage point basis 
to 37.1 percent, despite the dilution impact of the change in 
revenue mix.

Modernising the network
Our capital investment focuses on modernising the network 
through the POTN, which will future-proof the core network 
and enable data growth across access, aggregation and 
core networks. This is the foundation for software-defined 
networks and network function virtualisation capabilities. 

Our investment in the national fibre portfolio increased our 
footprint by 6 400 km of fibre, with a total fibre network of 
163 800 km. This grew ethernet services on the network by 
13 400 connections (FY2018: 7 700 connections) to 37 400 
connections. The associated capital investment reduced by 
7.4 percent. 

We are optimising our capital investment by redeploying 
next-generation broadband equipment from areas recently 
covered with fibre, to areas serviced with legacy 
broadband equipment. 

Transforming service delivery
Customer experience is an integral part of our service 
delivery strategy. We implemented a fully integrated 
workforce dispatching tool, which improved our service 
delivery. The tool uses real-time scheduling to reduce travel 
time and improve productivity efficiency. 

The service delivery transformation journey decreased 
redispatches by 21.4 percent, improving our NPS by 
2.9 percent to 48.9 percent. 

Our data analytics provides accurate and predictive 
information that facilitates a proactive approach to managing 
our network and meeting customer expectations.

We believe the scale and quality of 
our network is our primary value 
differentiator. Our strong footprint 
and IP-based network create a unique 
ubiquitous network. We are confident 
that improved cost-efficiency 
initiatives and focused customer 
interactions will redefine South 
Africa’s data connectivity market.

FTTH
connectivity rate 
increased to

up 7.7 ppts 
from FY201838.4%

Openserve was awarded the title

by MyBroadband

2018 Fixed 
Broadband 
Provider of the Year

37.1% up

3.4 ppts

EBITDA margin of

from FY2018 

>  Modernise the network
>  Commercialise the network
>  Transforming service delivery

Key strategic 
focus areas:

O
penerve

Telkom
 Consum

er
B

CX
G

yro
Yellow

 Pages
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Telkom Consumer’s 
performance was driven 
by the Mobile business 
acceleration, underpinned 
by our successful data-led 
value propositions. We are 
migrating customers from 
selected traditional fixed-line 
to newer technologies, such 
as LTE, LTE A and fibre. 
We invest in the wireless network and started implementing 
the roaming agreement and facilities leasing agreement 
between Telkom and Vodacom. We extended distribution 
channels and increased our store footprint to support the 
increase in demand for mobile services. 

Performance overview
Telkom Consumer’s operating revenue increased by  
16.4 percent to R19 214 million (FY2018: R16 501 million). 
This is mainly due to accelerated mobile service revenue  
of 58.3 percent to R8 155 million (FY2018: R5 151 million). 
 

Mobile
Our data-led proposition and customer value management 
underpinned growth in subscriber base and ARPU. Active 
subscribers increased by 85.9 percent to 9.7 million, with a 
blended ARPU stable at R100.

Data
Our broadband-led strategy is yielding positive results. Data 
revenue increased by 34.7 percent to R8 913 million, mainly 
due to mobile data revenue growth of 60.7 percent to  
R5 917 million. Our broadband customer base, which includes 
ADSL, VDSL, LTE, LTE A and fibre, increased by 8.4 percent to  
1.7 million customers. This was supported mainly by new 
to franchise subscribers and the migration of customers to 
new products, as well as the Summer and Chinese New Year 
marketing campaigns. We expanded our innovative product 
offering through the unlimited home product suite. It offers 
a premium service with uncapped internet for data-hungry 
households, and an unlimited Telkom-to-Telkom calling plan. 
Coupled with this, we introduced the “in home entertainment” 
offer. This bundled the LIT box media streamer to unlimited 
home bundles to stream media to a television screen, for 
example ShowMax, Netflix and YouTube.

Telkom successfully ran the “Summer of More” campaign, 
which enhanced customer value propositions by providing 
additional data and streaming value. This led to the highest 
new subscribers on our flagship FreeMe product suite. 
By including smaller FreeMe bundles, the offering is more 
accessible to the mass market and significantly increased 
the monthly sales of FreeMe bundles. Telkom partnered 
with YouTube to include free promotional streaming data 
for customers as part of the FreeMe bundles, which 
increased accessibility. 

Productive 
capital continued

R19 214 m
Telkom Consumer operating revenue:

an increase of

due to accelerated 
mobile data revenue growth

16.4%

Pre-paid 
segment

Pre-paid subscribers grew 
by 109.3 percent, adding 
net additions of 4.1 million 
subscribers to 7.8 million 
customers. Despite the 
significant growth in 
subscribers, ARPU increased 
by 19.8 percent to R71. 

Post-
paid 
segment

The customer base increased 
by 26.8 percent to 1.9 million 
subscribers. ARPU marginally  
declined to R186 as we drive 
increased value through 
our deals.

(R146m) to
R1 030m

EBITDA grew exponentially from

due to the growth in 
operating revenue, 
ongoing cost 
management and  
cost efficiencies

85.9%
9.7m

Active mobile customers 
increased by

to

R8 155m
58.3% to
Mobile service revenue up

>  Mobile growth
>  High-speed broadband
>  Network expansion
>  Content and VAS

Key strategic 
focus areas:

O
penerve

Telkom
 Consum
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B
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G
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Content 
Our various LIT content offerings, such as video, music 
and TV streaming, address the lifestyle and entertainment 
needs of our customers. We continuously build on the LIT 
value proposition. We offer mobile streaming bundles, which 
enable customers to source cost-effective streaming data in 
conjunction with LIT content partners. 

We continue to strengthen relationships with our content 
partners. We entered into a partnership agreement 
with Netflix – a first for Netflix with a South African 
telecommunications company. The agreement makes 
it easier and more affordable for customers to consume 
streaming services across the network. 

Our entry into the gaming arena fortified our standing in 
the content space through heightened gaming possibilities 
through our largest African e-sport tournament management 
capability, VS Gaming. We hosted the first South African EA 
FIFA World Cup qualifier event in May 2018. This increased 
the access and participation of South Africans in e-sports, 
locally and globally.

EBITDA improvement
EBITDA showed a significant improvement from a loss of 
R146 million in the prior year to R1 030 million in FY2019, 
benefiting from the strong growth in revenue and ongoing 
cost management.

The continued growth in mobile is now beginning to achieve 
scale. The deterioration of our copper base technology is 
being more than offset by a strong double-digit growth in 
the Mobile business, resulting in a positive revenue growth 
of 16.4 percent at the consumer level. Our net operating 
revenue percentage continues to improve as we manage 
our variable cost effectively. This is driven by an increased 
network footprint that mitigates the roaming growth, as well 
as favourable termination rates coupled with a reduction 
in internal connectivity costs linked to the old technology 
copper business. As we drive volumes of traffic through the 
network and reduce our unit marginal costs, we grow the 
mobile network footprint. This translates into a more efficient 
operating expenses structure as we strive to offer the lowest 
cost per bit on the mobile network. This is evidenced by the 
strong value proposition deals that we take to market. 

Improved data 
traffic through

5 116

How Telkom Consumer is improving 
the customer experience:

base
stations

to

and IT systems

increased by 

91.8%
5.3m

Smartphone 
subscribers

Expanding our 
network
capital investment of

R3 070m

Capital investment
Telkom Consumer continued the expansion programme 
of the 4G network. The expansion enables the Telkom 
Mobile strategy to build a 4G and 4.5G data network, which 
supports the customer growth and ability to carry massive 
volumes of data traffic.

We increased capital investment by 30.1 percent to   
R3 070 million over the last financial year.

This enabled the increase of base stations by 28.7 percent 
to 5 116. All 5 116 base stations cater for 3G and 4G 
technology, with 3 438 base stations being upgraded and 
built with 4.5G (LTE and LTE Advance) technology for our 
fixed wireless access network.

We successfully refarmed the 1800 Mhz spectrum and 
started the refarming portions of the 2100 Mhz spectrum 
for LTE and LTE A.

Furthermore, we have upgraded and expanded the rest 
of the mobile network elements end to end including the 
mobile core, IP network and internet breakout links. Over 
30 percent of our base stations had their fibre backhaul 
upgraded to cater for data growth.

We entered into a roaming agreement and facilities leasing 
agreement with Vodacom, to provide a seamless roaming 
experience across all their mobile sites. The roaming 
agreement was implemented in phases starting in the 
Limpopo region. Work commenced in other regions and 
in totality is 80.0 percent complete. The facilities leasing 
agreement allows Telkom to use its roaming partners’ 
passive equipment (towers, antennas and shelters) to 
accelerate its network build. This, together with our own 
capital deployment, facilitates an efficient capital and 
operational expenditure profile, while accelerating time  
to market.

Customer experience
Service delivery remains our key focus and we are 
determined to achieve more across our fixed and mobile 
operations. Continuously evaluating customer feedback 
guides our approach and actions, and we seek to constantly 
improve the customer experience. We realised significant 
benefits, including improving our composite NPS and halving 
the number of repeat callers in certain areas of business.

Productive 
capital continued

Improved 
order
to cash 
processes
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Productive 
capital continued

BCX has gone through a 
restructuring process with an 
aim to stabilise the business 
by arresting the declining 
financial performance, 
simplifying the structure 
to create efficiencies and 
reducing the organisation’s 
cost to serve. 
The restructuring process is gaining traction as evidenced by 
better financial performance in the second half of the year 
where the rate of decline in revenue improved to 1.8 percent 
compared to a 4.9 percent decline in the first half of the year, 
and EBITDA increased by 46.0 percent compared to a decline 
of 36.5 percent in the first half of the year.  
 

Performance overview
Revenue declined 3.4 percent to R19 580 million, a decline 
of R683 million compared to a R1 billion revenue decline in 
the prior year. The decline in revenue is primarily due to a 
13.3 percent decline in fixed voice revenue, a deteriorated 
performance from small and medium business (SMB) and 
continued delays in spending from the public sector. 

Our strategy to reduce fixed voice customer churn and 
migrating customers to next-generation voice solutions 
has started to bear fruit. In the second half of the year 
next-generation voice revenue increased by 28.3 percent 
compared to 56.9 percent in the first half of the year and 
fixed voice revenue in the second half of the year declined by 
10.5 percent compared to 13.4 percent in the first half of 
the year.

However, IT revenue delivered solid growth of 6.2 percent 
from external customers, underpinned by good performance 
from retail and financial services sectors despite the poor 
economic conditions. Overall, IT revenue increased by  
0.9 percent impacted by the reduction in Telkom group  
IT charge as well as hardware and software sales. 

Data revenue decreased by 3.3 percent, driven by an 
increase in next-generation data revenue of 44.0 percent as 
data demand continues to surge. However, this was offset 
by the decline in traditional data revenue of 19.0 percent, 
due to convergence from legacy ADSL land diginet to fibre. 
We will continue to focus on migrating customers from 
diginet to metro-ethernet. 

EBITDA declined 2.1 percent to R3 240 million with an EBITDA  
margin expanding from 16.3 percent to 16.5 percent 
negatively impacted by the continued decline in traditional 
voice and data businesses which are high-margin businesses. 
This was partially offset by the optimisation of operating costs 
through renegotiations of supplier contracts, consolidation 
of offices, containing discretionary expenditure and using 
robotics to improve some processes. In line with our employee 
optimisation programme, towards the end of the year, we 
reduced permanent employee numbers by 13.4 percent to 
5 782. We expect the savings from this programme to come 
through in the next financial year. The employee optimisation 
programme was managed to ensure that daily operations 
were not disrupted, and key skills were retained. 

Business portfolio review
In the prior year, BCX initiated a review of its business 
portfolio identifying some of the African subsidiaries 
as assets held for sale and integrating South African 
subsidiaries into One BCX to drive efficiencies within the 
company. To this end, BCX Nigeria, Tanzania and SOX group 
are held for sale. The remaining international subsidiaries are 
retained to have presence across borders. 

The integration of the South African subsidiaries into One BCX 
is progressing according to plan, and two subsidiaries will be 
divisionalised in FY2020. 

Client experience
Our clients are at the core of our business and we are 
driving innovative ways to redesign client experience. 
The goal is to position BCX as the most recommended 
digital transformation partner, and to repurpose it to be 
more customer centric. 

We implemented initiatives to improve our NPS. These 
included a robust, automated solution that feeds client 
survey responses to the account manager within 24 hours. 
This starts a closing-of-the-loop process with clients to 
resolve their pain points. A total of 85 percent of client pain 
points highlighted were resolved within one month, with 
the remainder within two months, compared to the previous 
six-month turnaround. This is testament that BCX values and 
responds to client feedback. 

A client experience risk platform for each vertical owner, 
being financial services, retail and public sector, earmarks 
accounts needing high care. These accounts require targeted 
interventions to re-establish trust and convert clients to 
become promoters of BCX. We closely monitor high-risk 
clients to ensure retention and to identify upsell and 
cross-sell opportunities.

BCX restructured the business 
operations into two main service 
offerings – telecommunications and 
IT solutions. This will improve focus and 
ensure we service customers effectively.  
We appointed a chief revenue 
officer to manage BCX’s go-to-market 
model that is based on customer 
segmentation and dedicated channels 
to serve. The initial feedback from 
customers is positive and the model has 
led to improved customer experience as 
demonstrated by a 4 point improvement 
in NPS and 11 point improvement in 
quality of service measurement.

6.2% to 
R6 764m

Level 1 
B-BBEE rating now

up from level 3

Improved IT  
external revenue by 

16.5% 
EBITDA margin of

due to optimised 
operating costs

>  Grow connectivity
>  Improved IT services profitability
>  Reduce cost to serve

Key strategic 
focus areas:
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Gyro focused on optimising 
the mast and tower portfolio, 
undertaking development 
planning for selected 
properties, and optimising 
the group’s property-related 
expenses. We established a 
solid foundation for revenue 
opportunities and asset value 
enhancement going forward. 
The mast and tower portfolio 
generates the bulk of our 
external revenue, as external 
rental income from the 
property portfolio will only 
be realised as properties 
are redeveloped. 
Revenue increased 23.8 percent to R1 169 million, mainly 
driven by our mast and tower portfolio, underpinned by 
revenue enhancement initiatives in the tower portfolio. 

EBITDA increased by 118.2 percent to R685 million and the 
EBITDA margin expanded by 25.3 percentage basis points 
to 58.6 percent, driven by revenue growth and active 
cost management. 

Mast and tower portfolio
Our mast and tower revenue increased by 35.4 percent, 
primarily from 1 380 multi-tenanted towers. We are removing 
redundant equipment from the old tenants, 120 of these 
towers to make rental space available for new tenancy. We 
assessed the entire portfolio for suitability of mobile network 
operator multi-tenancy. As a result, we introduced 2 000 
additional towers to potential tenants. We are aggressively 
marketing these sites to our major tenants and have received 
positive interest. 

Productive 
capital continued

33.3%
58.6%

EBITDA margin 
increased from

to

25.3  
ppts

due to revenue growth 
and active cost management

Gyro manages Telkom’s property 
portfolio, which consists of 
1 332 properties, comprising 
exchange and switch, office, client 
service centre, centre for learning 
buildings, radio transmission sites 
and residential dwellings.

R1 169m
Gyro operating revenue of

increase 
driven by

our mast and tower portfolio
23.8%

35.4%
R930m

Mast and tower 
revenue increased

to 

The tower portfolio is anchored by Telkom Mobile as it 
penetrates new markets and enhances its 4G network 
coverage. We have a new tower build programme for 
2 000 sites over the next three years, underpinned by 
Telkom Mobile’s demand for new sites. We established 
supplier panels for site permitting and acquisition, tower 
manufacturing and construction for expeditious execution 
of the build programme. In line with the evolving technology 
landscape and customer requirements, Gyro developed a 
small cell offering for 4G network augmentation and 5G 
rollout preparation.
 
Gyro will establish adjacent revenue streams from property 
developments as part of its core objective of unlocking value 
in the tower and property portfolios.

Property portfolio
We are assessing each of the group’s 1 332 properties  
to determine the best use. Development planning is 
underway for selected properties with development 
potential. We conducted market research for most of 
the selected properties to identify supportable property 
segments per site. We continue adding suitable properties  
to the development pipeline and commenced with the 
rezoning and development planning process to prepare  
the properties for redevelopement. 

We continued rationalising the Telkom property portfolio and 
started with Telkom regional centres in major cities. Telkom 
business units will be consolidated into regional offices and 
operational/warehoused building centres. This will lead to 
greater productivity and efficiencies among business units 
and will optimise occupancy expenses at a regional level. 

While regional centres are being prepared for office space, 
warehouse and operational consolidation, Gyro focused 
on reducing third-party rental expenditure where Telkom 
properties offer suitable alternative accommodation. We 
identified leases for BCX, Yellow Pages (known as Trudon)
and Openserve in Cape Town, Durban, Port Elizabeth 
and Johannesburg that can be replaced with more cost-
effective tenancy in Telkom properties. This initiative is at 
various phases of completion and the financial benefits will 
be realised from the next financial year. This initiative will 
be extended to other major cities. 

With the advent and an investment in newer technologies, 
we are decommissioning 62 exchange properties that are 
no longer required for operational purpose. We will sell 
decommissioned properties if they do not meet development 
criteria or other strategic uses. We continue to aggressively 
assess buildings and properties in the portfolio to identify 
assets that are no longer required for operational purposes 
that we can either redevelop or sell, thereby reducing 
occupancy costs while generating revenue.

>  Optimise and grow the mast and  
    tower portfolio
>  Commercialise the property portfolio
>  Enhance building operation        
    efficiencies

Key strategic 
focus areas:
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Profit after tax for the year, excluding the impact of VSP, 
VERP and section 189 costs, is flat. This was achieved through 
the 24.9 percent reduction in operating expenditure which 
offset the 25.1 percent decline in net operating revenues due 
to loss in high-margin print revenues.

We will continue developing and enhancing the online 
Yellow Pages (known as Trudon) platform with new 
functionality, such as a customer dashboard that will be 
launched during the next financial year. This will allow 
customers to purchase selected digital marketing products 
through the self-service portal and allow them to market 
their services to other businesses on the Yellow Pages 
(known as Trudon) platform.

Yellow Pages (known as Trudon) will be reported as part of 
the Telkom SMB division from FY2020. It will be leveraged to 
support customer retention and provide integrated product 
offerings to SMB.

Productive 
capital continued

Yellow Pages (known as 
Trudon) continued to 
evolve from a traditional 
print directory publisher 
to a technology-enabled 
organisation that provides 
a range of digital-centric 
marketing and e-commerce 
services to customers.  
We stabilised the business by optimising the underlying  
cost base, implementing a new operating model and 
enhancing the current online Yellow Pages (known as Trudon) 
platform. The new operating model implementation, 
including the employee reorganisation process, is complete 
and has unlocked further operating cost-efficiency 
opportunities. 

Print revenue continued to be under pressure due to 
churn of high-value subscribers away from the traditional 
printed directories, combined with churn on the online 
Yellow Pages (known as Trudon) product due to the lack of 
value associated with the low traffic volumes to the site. To 
address the churn and provide increased value to customers, 
we relaunched the online Yellow Pages (known as Trudon) 
platform in September 2018. This contributed to the 
175 percent increase in new users over the period. We have 
nearly one million customers that visit the site monthly. 
Organic page views increased by 93 percent to 2.1 million 
impressions per month.

We continue to expand our third-party channels, including 
the pilot of the tied agency model. This will support the 
growth of digital marketing solutions sold in traditionally 
underserviced areas. We introduced new bundles to simplify 
the decision-making process and improve on the quality 
and pricing of product offerings. Customers can now choose 
a bundle, which includes a range of products, from those 
suited to start-up businesses, that require a basic internet 
presence, to more mature organisations looking to drive 
traffic to their website or establish an e-commerce capability. 

O
penerve

Telkom
 Consum

er
B

CX
G

yro
Yellow

 Pages

Implemented a new
operating
model

operating 
expenditure and

Reduced

profit after tax remained flat

We added value for clients with our

which contributed to:
online platform
enhanced

increase 
in users

customer 
visits

increase in organic 
page views

175%

93%

908 354

(known as Trudon)

How we have evolved our business:

underlying cost base
optimised

>  Stabilise the business
>  Rationalise and optimise costs
>  Relaunch Internet Yellow Pages   
   (known as Trudon)

Key strategic 
focus areas:
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12 Intellectual  
capital
The increasingly interconnected 
world influences how technology 
interacts within businesses, 
and their customers and users. 
Customers’ ability to utilise and 
consume services across multiple 
channels is becoming a common 
requirement and changes how we 
implement technological solutions 
underpinned by our prowess in ICT.

ICT play a pivotal role in enabling relationships with our 
customers. We are transforming our IT operating model to 
ensure we put customers and their experience with us at 
the centre of our IT transformation journey. Digitisation 
across multiple platforms forces higher dependency on IT, 
and requires a relook at our customer journeys and 
process flows.

We considered the impact of a software-defined network and network field virtualisation, as these will enhance customer 
experience and network performance and management. Critical network concerns are being addressed as part of a capital project 
to address future demand. The project is aimed at improving user experience and facilitating cloud consumption options. 

Going forward, our focus is to transform the OSS/BSS landscape through effective fulfilment, assurance and billing across each 
business unit, and improve the enterprise IT solutions, which support the group. 

Focus areas 
We successfully concluded the FY2018 projects on 
workforce management and retired solutions in this 
space, and conducted various security and customer 
service-related initiatives (such as improved access to 
the geographic information system platform). 

We continue to implement internal projects such as  
Office 365, and SAP-based modules. Our endeavour 
to move towards comprehensive digital platforms 
continues with multiple milestones of delivery achieved 
across self-service apps, online portal upgrades and 
multiple new functionalities like zero-touch optionality 
across our interaction points with customers. Our 
operations support system/business support system 
(OSS/BSS) landscape continues to be a focus area. We 
will look towards creating improved order fulfilment 
and configurable product capabilities to allow business 
units to bring new and innovative products to 
the market. 

This overarching focus to enable better service delivery is underpinned by five key transformation drivers:

1

2

3

4

Digitalisation and process enablement 
Overhaul business processes to conform to intuitive interfaces, near real-time 
fulfilment, personalised treatment and service demands through digitisation.

Reliable service delivery
Deliver faster and better services by utilising underpinning technologies and 
sustainable and reliable IT infrastructure.

Outcome-based delivery 
Deliver end-to-end, outcome-based services driven by harnessing, creating and 
maintaining customer and business value.

Flexible fulfilment, assurance and billing solutions 
OSS/BSS systems that enable dynamic product catalogue and advanced  
service orchestration tools to enable digital abstraction of data.

5 Improved cost structures
Prioritise profitable and consumption-based services across all IT transformation 
projects and partnerships to improve cost efficiencies.

Digitisation
across

multiple platforms

OSS and  BSS
Focus area

innovative 
products

Business units to bring new

to the market
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improved 
enterprise  
IT solutions

Current cybersecurity initiatives

Cybersecurity focus areas include three key elements 
for successful future integration:

- Operating and maintaining the Information Security 
Management programme initiatives to improve the 
effectiveness of information, identity, application 
and network protection systems

- Maintaining and enhancing advanced cybersecurity 
incident detection and response capability to better 
detect and deflect active cyberattacks

- Operating an information and cybersecurity 
assurance capability to effectively monitor the 
quality of Telkom’s cybersecurity operational 
environment

operating 
model for IT

Our central focus is the

to put the customer experience first

We are transforming our

customer

move towards

comprehensive 
digital platforms

which support the group

Intellectual capital continued

Cyberattacks represent a serious threat to our systems, 
information and our customers. We treat information 
and cybersecurity management as a strategic risk 
(page 25). The group actively protects information against 
data theft (through scams and phishing attacks), malware, 
ransomware, viruses, and infrastructure and application 
attacks that may disrupt business delivery.

Current cybersecurity service initiatives are using this 
internal experience to develop services to offer our 
customers more effective ways to manage their own 
cybersecurity threats. 

Telkom operates within a mature and compliant  
ISO 27001, information security management system 
environment. We identify and manage Telkom-specific 
cyberthreats through standards-based control frameworks. 

Through our Information Security Management programme, 
Telkom continuously assesses threats to its information, 
and upgrades and enhances information security and 
cybersecurity systems for appropriate and effective 
detection, prevention and protection against various 
cyberattacks and cybercrime. This is communicated to all 
business units through the relevant governance structures.

We continue to review and enhance our information 
and cybersecurity assurance capability to monitor the 
effectiveness of the information security management 
initiatives. We create greater awareness among employees, 
our customers and clients through various programmes.

Information and 
cybersecurity
Telkom is cognisant of its obligation to 
manage information and cybersecurity 
threats. The group is required to comply 
with legislation and regulations such as the 
POPI Act and the Payment Card Industry 
Data Security Standard. We continuously 
mitigate these potential risks.

We are implementing the enhanced governance model to: 

 - align IT investments and priorities closely with the business;

 - link operational, tactical and strategic imperatives across architecture, data, information,  
service delivery and project management 

 - maintain responsible utilisation of resources and assets across outsourced partners 

 - improve the customer’s voice through the business unit steering committees to ensure users’  
and customers’ needs are reflected in the overall strategic direction of our IT transformation journey
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Business 
unit exco

Strategy 
and 
architecture 
review 
board

Information 
security 
delivery 
forum

Information 
security and 
compliance 
board

Project 
steering 
committee

Supplier 
relationship 
committee

IT service review board

Change 
advisory 
board

Portfolio 
management 
forum

Data and 
information 
governance 
forum 

IT risk forum

Board

Board risk committee

Exco

IT steering committee

IT executive board

managed by the 
Telkom SMB 
division from 
1 April 2019

IT governance 
Telkom introduced a three-tiered governance approach of operational, tactical and strategic boards to strengthen IT governance. 
This aligns to King IV, Principle 12, and supports Telkom in achieving its strategic objectives. We have a senior employee dedicated 
to ensuring a focused approach to implementing King IV-aligned governance practices. Our enhanced governance model aligns 
to COBIT 5’s integrated reference model. COBIT 5’s overarching business and management framework for governance and 
management of enterprise IT provides further guidance on governance, identifying IT risks, using IT and investments to deliver 
value to the group.

BSS
to enable a better 
client experience

We have evolved our

We achieved 

multiple 
milestones
across self-service apps
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Our focus areas are:

1

2

3

4

Transformation

Talent 
development

Talent and 
skills attraction

Succession  
plans 

5

6

Relevant 
remuneration1

Impactful 
performance 
management1

Human  
capital
Having the right talent,  
in the right place, at the right 
time is critical to our success, 
and delivering on our vision.

The group employs, supports and develops 15 296 people 
to ensure we have the right capabilities, commitment 
and enthusiasm to achieve our strategic objectives. 
We contribute to the growth of the economy by increasing 
the number of people who have relevant ICT skills. 

Telkom’s workforce

Number of 
permanent 
employees

Employee 
voluntary 
turnover 
(%)

Number of 
physically 
challenged 
employees

Gender 
diversity of 
permanent 
employees 
(%)

Permanent 
employees 
(%)

FY2019 FY2018 FY2017

15
 2

96
1.

62
18

6

17
 4

72
*

6.
47

15
7

18
 8

47
5.

97
10

0

69
64 64 64

68 6831
3 2 233 34 34

32 32

Female

Male

Black South African

White South African 

Non-South African

Human capital  
focus areas
During FY2019 Telkom embarked on a journey 
to drive sustained change in our human capital. 
The group’s human resources division is responsible 
for delivering the strategy and the group CEO is 
ultimately accountable. 

         Transformation

Workplace transformation is more than 
employment equity and a balanced 
scorecard – it speaks to a culture of 
empowerment, diversity and respect. 
We want to leverage off different life 
experiences, perspectives and ideas 
of employees to help us better serve 
our customers. 

Our employment equity plan and disability policy guide us 
as an equal opportunity employer. Our diversity statistics are 
provided on the previous page.

Gender equality and female representation remains a 
challenge for Telkom and for the broader ICT sector, 
which can be seen from our impacted ability to recruit 
females externally – 35 percent of our external hires were 
female. Women currently represent 31 percent of our 
employees. However, we stay committed to increase female 
representation in Telkom and our female promotion rate of 
54 percent, which is higher than their representation, attests 
to this. The Female Leadership Development programme 
(FLDP) and other development initiatives in the Telkom 
group are in all likelihood positively impacting our female 
promotion figures.

Our external recruitment points to Telkom’s strong resolve 
to hire in accordance with our transformation aims – 
84.14 percent of all external hires were black. Our total black 
employee representation has increased with one percent 
from 2018 to 2019 and is now standing on 64.35 percent. 
Our top management black representation has increased 
from 62.5 percent in 2018 to 100 percent in 2019. 

100%

25%

Female 
representation in 
top management is

(FY2018: 25%) 

of whom are black  
(FY2018: 62.5%)

The human capital management strategy 
guides employment policies and focus areas.

Employee policies adhere to global best 
practice and uphold critical principles such as 
those described in the United Nations (UN) 
Universal Declaration of Human Rights, the UN 
Global Compact and the International Labour 
Organisation’s Declaration of Fundamental 
Principles and Rights at Work.

The capability management framework 
and talent management framework guide 
strategy execution.

1 Refer to the remuneration report on pages 103 to 122. 

         Talent development 

Our talent management framework enables 
actionable career development plans 
aligned to personal aspirations and business 
needs.

Telkom focused on developing high-potential talent in line 
with specific business needs and invested R11 million in 
talent and skills development programmes.

Top Flight and Step Up programmes

Launched: June 2018

18 managing executives

23 executives

10 sessions

Objective: Development of top high-potential leaders.

Target audience: High-potential senior executives and 
executives.

Participants: 18 managing executives and 23 executives. 

Content: Individual key challenges and development 
needs are identified by the participants to construct their 
development journey for the year. Each participant has a 
personal coach, and will receive ten coaching sessions as 
part of their development. 

Outcomes: Three of the 23 Step Up participants were promoted.

Digital Leadership Development programme

Launched: BCX in FY2018 and the other business 
units in January 2019; in partnership with 
University of the Witwatersrand (Wits) 

64 emerging technical leaders

64 accelerated leaders

Objective: The one-year programme aims to build a digital 
leadership mindset and associated capability that will enable 
the group to leverage digital transformation to drive future 
organisational growth, performance and success. 

Target audience: 
- Middle Manager programme: 64 emerging technical leaders
- Senior Manager programme: 64 accelerated leaders

Content:  A range of learning programmes are offered 
including real-world lessons through hands- on workshops, 
coaching sessions, case studies, syndicate and individual 
projects.  

Outcomes: The programme will end November 2019 when 
the outcomes will be assessed.

1 2

* Restated to exclude 814 SOX employees 
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FLDP 2.0

Timeframe: May 2017 to April 2019
     

              Female leaders
Objective: Contribute to improving female representation 
at leadership levels; forms part of the broader succession 
planning process. 

Target audience: High-potential female leaders.

Content: The group is in the formal learning phase, the Wits 
Senior Leadership Development programme. Candidates 
were assigned five action learning projects which are real 
business projects, and are presenting these to a group of 
Telkom leaders. 

Outcomes: We saw an increase in promotions, with nine of 
the 33 participants promoted to date. The programme is 
now in its third intake with the aim to identify high-potential 
female leaders across the business.

Traction (pilot programme)

Launched: November 2018

Participants: 23 employees
Target audience and objective: A one-year blended 
development opportunity for junior and operational levels 
across the group. It focuses on building leadership skill 
sets to equip employees for current and future business 
demands.

Content: The programme now forms part of  the Digital 
Leadership Development programme. The programme has 
been designed to allow for a “ladder of learning”, such that 
delegates can progress from one programme to the next 
higher level.

Outcomes: The programme will end in November 2019 when 
the outcomes will be assessed.

Human capital continued

Training and development

To ensure Telkom remains relevant in our rapidly changing 
environment, we continually develop employees, technically 
and personally. A combination of classroom and on-the-job 
training is provided. 

The group spent R293 million on employee and non-employee 
training and development, and each trainee receiving an 
average of 14 hours of training (FY2018: 17 hours).

Our focus was to invest in high potential, diverse talent 
to develop and prepare them into future leadership roles. 
We established a Digital Leadership Development 
programme, refer to page 68.
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1
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Training and development spend (R’million)

         Talent and skills attraction 
Following the Bright Young Minds programme, and the 
succeeding Future Minds programme, 12 young talented 
individuals were placed in various permanent roles across 
the group. Other programmes to attract, develop and employ 
young talent are listed below.

The Insurgent League programme

Commenced: April 2018

Timeframe: Two-year contracts

FY2019

7 learners with  
R3.5 million investment
Objective: Provide a leadership talent pipeline and leverage 
talent as a strategic asset in the current operating context 
while building capability to create and lead the future Telkom.

The focus for FY2019 was understanding the BCX business 
including its strategy, solutions, sales and customers. 
Learners work on a business-related project in all the 
business units to which they are allocated.

Explore Data Science Academy

Commenced: January 2018

Timeframe: One-year data science 
programme (SETA accredited)

FY2019:  
100 learnerships with 
R18 million investment
FY2018: 100 learnerships with R19.5 million investment.

Objective: Alleviate South Africa’s shortage of data scientists.

BCX was the founding sponsor of this Cape Town-based 
academy. The curriculum teaches the foundations of data 
science and equips students with practical, on-the-job 
training to solve practical challenges.

WeThinkCode (WTC)

Commenced: February 2017

Timeframe: Two-year academic programme

FY2019: 

133 sponsored WTC 
students with 

R20 million investment
FY2017 and FY2018: 200 sponsored WTC students in 2017 
with 56 employed as interns in 2018 and a R20 million 
investment.

Objective: Source and develop the next-generation of 
coders, aimed at youth between 17 and 35 years old.

WTC is a non-profit social enterprise that provides tuition-
free peer-to-peer learning. Telkom sponsors students and 
provides internships.

CiTi-X

Commenced: January 2018

Timeframe: One-year academic programme

FY2019: 

80 unemployed youth 
enrolled with 

R15 million investment
FY2018: 250 unemployed youth enrolled with  
R33 million investment. 

Objective: A partnership with Cape Innovation and 
Technology Initiative to address BCX’s critical skills 
requirements.

Learners are trained in either software programming or 
infrastructure technical disciplines and guided on specific 
critical skills including geomatics, AI, operations technology, 
cybersecurity or fintech.

3
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Human capital continued

Telkom Centre of Excellence

Commenced: November 2017

Timeframe: One-year

FY2019: 

12 sponsored  
post-graduate learners  
(the same learners as in 2018)  with 

R1.2 million investment
FY2018: 12 sponsored post-graduate learners with  
R1.2 million investment.

Objective: This post-graduate programme aims to 
leverage more investment for research and development 
in the telecommunications industry and to increase 
South Africa’s pool of telecommunications skills. It is a 
collaborative programme between Telkom, academia, the 
telecommunications industry and government to promote 
research in communication technology and associated 
sciences. It aims to provide facilities to encourage young 
scientists and engineers to pursue their interests in South 
Africa. In total, the Centre of Excellence programmes across 
the various role players provide the opportunity for financial 
assistance to approximately 200 full-time post-graduate 
students each year.

Telkom sponsors 12 post-graduate learners who will be 
absorbed into Telkom at the end of their studies.

Learnership

A Learnership is a work-based learning programme 
that leads to an NQF registered qualification. These 
programmes are directly related to an occupation or 
field of work and consist of a theoretical course as well 
as practical on-the-job training, under the guidance 
of a mentor which together create an integrated and 
impactful learning programme.

Internship

An internship is a programme designed to either give 
university and further education and training college 
graduates an opportunity to gain workplace experience 
related to their qualification or to provide the workplace 
experience required to achieve a qualification. 

Learnerships and internships

Telkom had 848 learnerships and internships (FY2018: 703) 
active during FY2019. Candidates comprise 46 percent 
female (FY2018: 56 percent), 100 percent black (FY2018: 
100 percent) and 27 percent learners with disabilities 
(FY2018: 13 percent).

¹ National Qualifications Framework

158 
learnerships

to unemployed learners as a talent 
pipeline in line with future talent 
requirements. A total of 78 percent 
of these were in telecommunications 
network operations (NQF1 level 4).

279 
internships

to unemployed learners so they can 
gain meaningful work experience that 
accumulates towards a national diploma, 
and in turn provides a talent pool for the 
group. A total of 73 percent of these were 
in ICT network maintenance.

223 
learnerships

in business administration to unemployed 
disabled learners. Learnerships focus 
on entry-level development to provide 
learners with a basic level, work-
related qualification to equip them with 
foundational workplace skills, and increase 
their employability. 

188 
learnerships

in Telkom Consumer to enhance the 
group’s operational capability in specific 
areas including project management, 
advanced project management, generic 
management and telecommunications 
network operations.

         Succession plans

All management employees were reviewed and assessed in 
terms of talent mapping and succession planning. 

Succession plans were reviewed and updated for all senior 
level roles. The talent mapping informed the identification of 
successors and provided input to the talent actions required 
to address potential challenges and minimise talent risks for 
the group.

Telkom’s talent management framework assists 
in mitigating talent retention risk by safeguarding 
senior leadership roles through succession pipelines, 
identifying emergency replacements and analysing 
the impact of key talent loss. It identifies development 
moves for identified successors, ascertains action plans 
for critical roles and manages misaligned talent.

Organised labour
Throughout the group’s significant structural optimisation 
and transformation over the past few years, we continued to 
maintain positive relationships with trade unions. Telkom’s 
processes ensure open and effective communication 
with unions, and continuously focus on building and 
maintaining trust. Refer to page 18 for information on 
stakeholder engagement.

The rights to freedom of association  
and collective bargaining were upheld  
in FY2019.

The following significant labour-related agreements were 
concluded:

 - The collaborative partnership agreement that came to 
an end in June 2018, addressed wage increases, aligned 
salaries to 50th percentile, and other terms and conditions 
of agreement 

 - The Alliance Collective Recognition Agreement regulates 
relationships between the company and alliance of 
Communication Workers Union (CWU) and South African 
Customs Union (SACU) 

         Relevant remuneration

This is discussed in detail in the remuneration report. 
Refer to pages 103 to 122.

         Impactful performance management

This is discussed in detail in the remuneration report. 
Refer to pages 103 to 122.
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Human capital continued

Safety performance FY2019 

The year in review
Telkom focused on promoting our safety culture and 
improving the safety performance through “safety 
starts with me” campaigns. These were held across six 
Telkom regions aimed at promoting a high-performing 
safety culture and creating safety visibility among 
employees, management and contractors. 

Unfortunately, Telkom had two employee fatalities – 
one due to an employee falling from a pole and one 
due to a motor vehicle accident. Both incidents 
occurred during the course and scope of employment.

Despite the two fatalities, the group’s safety 
performance improved significantly over the past three 
years. Total recordable injuries reduced by 15 percent
and the lost-time injuries reduced by 20 percent compared 
to FY2018. 

Wellness

Telkom focused on aligning wellness policies, strategies and 
offerings across the group, and standardising ICAS as the 
group’s service provider. ICAS offers several services to all 
employees and their families. It offers health screening that 
includes HIV and TB screening, and subsequent counselling, 
support and treatment.

Wellness days, which highlighted the importance of 
employee wellbeing to Telkom, showcased various wellness 
initiatives and service providers. These included a variety of 
wellness checks and tests, hosted across the group in 
August 2018. The national uptake was positive and the 
health checks done on the day provided valuable insights on 
the wellness profile of Telkom employees. This information 
will provide an important baseline that we can use to 
benchmark future initiatives and achievements against. 

Looking forward 
The key focus areas going forward are:

 - Telkom’s OHS vision is to provide a safe working environment 
and create the culture where every Telkom employee, service 
providers, contractors, suppliers, and visitors to Telkom 
facilities believe that zero safety incidents are achievable 

 - To achieve the vision, a step-change in our safety culture 
and behaviour is required to best position us to achieve this 
vision. Telkom board and management are committed to 
maintaining a safe working environment, creating a safety 
culture and involving all employees, contractors, service 
providers and suppliers of Telkom in safety improvement 
initiatives

 - In FY2018 we stated the intention to implement an 
Executive Wellness programme aligned with the broader 
talent programme to grow resilience in and manage any 
wellness risks associated with current and future leaders. 
This programme was delayed due to budgetary constraints 
and exco changes. This in turn delayed the rollout to business 
unit excos. The programme will be implemented in FY2020 

Occupational health

Occupational health is managed through the Industrial 
Hygiene Monitoring programme and a risk-based Medical 
Surveillance programme. 

As part of continual improvement, Telkom established a 
dedicated direct trauma line and walk-in centres to mitigate 
the impact of post-traumatic stress disorder on employees 
in regions where robberies are prevalent. 

Occupational health  
and safety 
Telkom wants to provide a safe working 
environment and create a culture where 
every employee, service provider, 
contractor, supplier and visitor to Telkom 
facilities believe that we can achieve 
zero safety incidents. 

This necessitates a step-change in our safety culture and 
behaviour. Telkom’s board and management teams are 
committed to maintaining a safe working environment, 
creating a safety culture, and involving all employees, 
contractors, service providers and suppliers in safety 
improvement initiatives.

Telkom’s occupational health and safety (OHS)   
strategy was approved in June 2018. It is underpinned   
by four strategic pillars which focus efforts on areas   
that support a high-performing safety culture.

These pillars are: 

1. Visible leadership accountability and commitment

2. Hazard identification and risk management

3. Workforce engagement

4. Continuous improvement 

OHS management is guided by our OHS strategy, 
policies and a health and safety system, all of which 
ensure compliance with the Occupational Health and 
Safety Act, 85 of 1993 (OHS Act), and other applicable 
legal requirements. 

Safety, health and environment (SHE) is strategically 
managed by the group SHE department. The strategy 
is implemented by operational level SHE teams, 
supported by the group division.

As per OHS Act requirements, health and safety 
management is supported by health and safety 
committees and representatives across the group. 
The social and ethics committee oversees safety, 
health and wellness matters, and the board is 
ultimately accountable.

In memoriam
We extend our heartfelt condolences to the families, 
friends and colleagues of Mr William Nyakane and 
Mr Simon Ramokhehle, who lost their lives in the 
line of duty.

We continue to implement our mitigation measures:

 -  Enforce consequence management for driver  
compliance to safety standards – using data from a 
vehicle tracking monitoring system to identify  
non-compliant drivers

 - Leadership visibility and accountability at all levels 
(holding managers accountable for improving safety 
performance)
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62.5%   100%

Ownership
This is a priority element and requires sustainable efforts to 
maintain and improve the current performance. In September 
2018, Telkom has applied to the minister (DTI) to classify the 
government shareholding in Telkom as a B-BBEE Facilitator 
status and, was granted approval in May 2019. The B-BBEE 
Facilitator status contributed significantly to the overall black 
ownership credentials. Telkom has further derived black 
ownership credentials from the employee FSP, mandated 
investments and free floating shares which are trading on the 
JSE. We continue to investigate other avenues to improve the 
ownership element.
 
Refer to our equity shareholding on page 4 and our 
institutional shareholders on page 124.

Management control
We implemented several initiatives to drive meaningful 
and sustainable transformation, forming key components 
in executing on our business strategy. As part of our 
governance practice, this element is monitored monthly 
by the business units, and consolidated at a group level. 
Our top management black representation has increased 
from 62.5 percent in 2018 to 100 percent in 2019, with 
25 percent female representation.  

Our FLDP contributes to improving female representation at 
leadership levels. The FLDP includes a learning component 
which is accredited and delivered by an external institution. 
Refer to page 67 for more on the FLDP employee transformation.

Social and 
relationship  
capital
By focusing on social and 
relationship capital, we 
contribute to national and global 
development goals, comply with 
legislation, drive our business 
strategy, create shared value, 
promote transformation and 
maintain our social licence 
to operate. 

Transformation and 
B-BBEE 
Transformation is a key strategic pillar in our business 
strategy. It enables us to continue contributing to the 
government’s goal of achieving an inclusive economy. 
We implemented several strategic initiatives to drive 
transformation across the group.

Our ownership score was challenged by the government 
shareholding of 40.5 percent which was not considered in 
calculating the B-BBEE rating. 

Telkom applied to the Department of Trade and Industry 
to be granted the B-BBEE facilitator status based on the 
40.5 percent shareholding that government holds in Telkom 
on the bassis that government shareholding is not counted 
for B-BBEE evaluation.

In May 2019, the Minister of Trade and Industry designates 
and granted approval for B-BBEE facilitator status to the 
government of South Africa for the 40.5 percent stake held 
in Telkom. The status is granted in terms of the Amended 
B-BBEE Codes of Good Practice for a period of ten years.

Telkom and BCX B-BEE certification rating improved to level 
2 and 1 respectively attributable to improved ownership, 
skills development and enterprise development elements. 

Scoring 
element

Weighting 
points FY2019 FY2018 Variance

Ownership 25 23.00 18.15 4.85

Management 
control 23 16.27 17.79 (1.52)

Skills development 20 21.13 20.00 1.13

Enterprise and 
supplier 
development 50 48.22 44.91 3.31

Socio-economic 
development 12 12.00 12.00 –

Total 130 120.62 112.85 7.77

Independent 
field 
technicians

invested into FutureMakers

R381 million

FutureMakers

Enterprise and Supplier 
Development Fund 
(since inception 2015) 

companies employed45
804ex-Telkom technicians

The table below details BCX’s 
B-BBEE rating:

Top 
management 
black
representation increased from

to

Scoring 
element

Weighting 
points FY2019 FY2018 Variance

Ownership 25 23.00 15.51 7.49

Management 
control 23 17.39 17.14 0.25

Skills development 20 19.44 17.87 1.57

Enterprise and 
supplier 
development 50 47.87 43.35 4.52

Socio-economic 
development 12 12.00 12.00 –

Total 130 119.70 105.87 13.83

The table below details Telkom’s 
B-BBEE rating:
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Social and relationship capital continued
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Consumer Dealers programme 

Commenced: 2015

 - Since 2015 the Consumer Dealers programme has   
52 SMMEs

 - R6 million in business development support (financial 
modelling, strategy and monitoring and evaluation, 
business development training, inventory support and 
expansion of operational capacity in 2019) 

Objectives: Leveraging SMMEs as a channel to increase the 
distribution footprint for Telkom’s products, contributing 
to inclusive procurement, access to connectivity in 
underserviced areas, and promoting job creation.

FutureMakers partnered with the Telkom Foundation on a 
strategic project to support micro-sized enterprises and 
community leading institutions to create jobs and provide 
access to connectivity and opportunities in the fourth 
industrial revolution. This created 280 jobs in rural areas with 
a focus on youth.

Outcomes: 
 - Created 328 direct jobs in 2019: 48 jobs were created by 

the consumer dealers and 280 jobs were created through 
the partnership with the Telkom Foundation 

 - Since 2015, the Consumer Dealers programme has 
created 354 direct jobs 

The BCX Innovation programme

Commenced: 2015

 - Cumulative R30 million invested through grant funding 
and connectivity since 2015, of which R10 million was 
invested in FY2019

 - 235 enterprises since 2015 

Objectives: Incubate, accelerate, and invest in enterprises 
that develop solutions in areas such as the IoT, big data 
analytics, AI, smart cities and cybersecurity.

It includes a five-stage methodology that encompasses 
ideation through to acceleration, scaling and growth. 
It allows BCX to access external innovation through 
entrepreneurship, while providing market access for SMMEs. 

How: Delivered through five external incubation hubs in 
Gauteng, Western Cape and Eastern Cape and an internal 
platform, Splice Works.

Outcomes: A 245 percent increase in revenue: 
At inception of a six-week incubation programme, 
enterprises had an average of R10 000 each, and 
R34 500 at graduation in revenue. A total of 65 new direct 
jobs were created by incubated enterprises.

The BCX Subcontractor programme

Commenced: 2015

 - 184 enterprises on database

 - Connected 22 enterprises with R100 million worth of 
subcontracting opportunities in 2019

Objectives: To provide access to market to ICT SMMEs 
through subcontracting.

Outcomes: 40 new direct jobs were created by 22 SMMEs 
who were subcontracted in FY2019.

Key FutureMakers programme

SMB that are identified for inclusive 
procurement are supported by 
FutureMakers through incubation and 
business development support. In FY2019, 
Innovation Fund invested R10 million  in 
the incubation of innovative start-ups, and  
R20 million  in business development 
support for the Independent Field 
Technician, Consumer Dealer and 
Subcontractor programmes.

The table below shows procurement with black-owned 
businesses:

Category
FY2019

(R’billion)
FY2018

(R’billion)

Overall spend with black-owned 
enterprises 4.00 4.60

Spend with black-owned small 
enterprises 1.70 0.90

Spend with black-owned generic large 2.20 3.30

Overall spend with black 
women-owned enterprises 8.00 3.20 

The Independent Field Technician (IFT) programme 

Commenced: 2015

 - Increased from three pilot companies consisting of four 
qualified technicians in 2015, to 45 companies with 430 
technicians  

 - Procurement spend with IFTs for FY2019 is   
R192 million (FY2018: R200 million)

 - IDF FutureFund investment through the IDF Capital in IFTs: 
R28 million (through a revolving credit facility) invested by 
the IDF Future Fund since 2015

 - Business development support in IFTs: R7 million invested 
(back office support, monitoring and evaluation) in 2019

Offers: Commodity services such as ADSL, fibre and jointing 
services in support of qualifying black small business 
development.

Objectives: Enhance market access opportunities while 
driving ICT innovation and fostering inclusive participation
of black-owned ICT small businesses within Telkom’s 
supply chain.

Outcomes: To date, the programme has generated income of 
R192 million for the participants and created 804 direct jobs. 
The IFTs have completed over 30 000 faults in Openserve.

FutureMakers’ strategy is aligned with 
Telkom’s strategy. It is positioned to 
create social and commercial value. 

Skills development
Telkom invested R293 million in training and developing of 
employees. Refer to the human capital section on page 67 
for more information.

Enterprise and supplier 
development 
FutureMakers was launched in May 2015 as Telkom’s  
ESD unit as per the B-BBEE Codes of Good Practice. It is  
a catalyst in the ICT sector with the following objectives:

 - Create inclusive supply chains through Telkom procurement

 - Drive innovation by supporting emerging business models 
and technologies through incubation hubs

 - Foster profitable growth of black-owned businesses 
through business development services

 - Invest in black-owned small businesses at seed and growth 
stages through investment with the IDF Future Fund

FY2017

FY2018

FY2019

FY2018

FY2019

0 14 28 40 43 45 38
4

30
0

12
0 5 6 41 52 26 32
8

 +2 500 small businesses 
benefited from non-financial support and 

1 700  
total direct jobs created and

3 879  
total indirect jobs created
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200
R37.5 million

Partnerships with Telkom
 
The Telkom Foundation is collaborating with Telkom ESD 
programme, in partnership with Love Life Trust, to enable 
200 youth in Gauteng and Mpumalanga to become Telkom 
sales agents. They are provided with training, business 
support and stipends for one year. A similar programme is 
in place in partnership with Lefa Co-operative, which will 
benefit 80 youth in Gauteng. 

The Foundation partnered with a training non-profit 
organisation Mo Africa Ithlokomele, which provides 50 youth 
with an accredited systems development learnership, and 
another 50 youth with a certificate in technical support. 

Telkom employee volunteering

615 Telkom employees participated in social development: 

 - The Telkom Foundation’s High School programme 
was supported through initiatives such as cybersafety 
workshops for learners and parents 

 - Adopt-a-project provided employees with the opportunity 
to implement 16 ICT-focused projects 

 - R1.6 million was contributed through the Payroll Giving 
programme, including the rand-for-rand matching by 
the Telkom Foundation. This benefited ten non-profit 
organisations serving needs in education, child care, health 
and the elderly 

Looking forward
FutureMakers positively impacted Telkom and the ICT 
industry, and will continue to create financial and social 
impact returns. The focus will be on consolidating 
the various positive outcomes of the programme and on 
creating value. Telkom FutureMakers will play a central role 
in supporting Telkom’s strategy.

Key insights

Although there has been marginal progress, learners 
have, through content diagnostics, displayed 
foundational gaps that have since shaped the content 
of the programme. In partnership with the Department 
of Education, we are working on a targeted intervention 
to address these gaps and accelerate learner 
performance improvement. Our focus in FY2020 will 
be on more personalised learner support to deliver 
improvements. The programme provides psycho-social 
support to about 30 percent of the learners with various 
identified challenges – including substance abuse, 
gambling and bullying. 

Investment in SMB through the Future Fund 

The Fund Split

In line with our objective to drive innovation, we have invested R267 million with IDF Capital in the IDF Future Fund to invest in early 
stage and seed stage, and growth stages of technology SMMEs in South Africa.

IDF Future Fund: equity, loans, and quasi-equity Amount invested to date since 2015

R267 million IDF Future Fund split into three subfunds:

 - Main fund (R130 million)

 - Seed fund (R78 million) 

 - Early stage fund (R42 million)

 - I’m In incubation services (R17 million)

 - R36 million in 11 growth stage businesses

 - R24 million in 28 seed stage businesses

 - R67 million in 45 early stage businesses including 38 IFTs

 - Supported 28 entrepreneurs

Socio-economic development

The Telkom Foundation invested   
R78 million (FY2018: R57 million) including 
administration costs, with R55 million  
invested in education and R16 million  
invested in social development programmes.

Telkom Foundation’s three-phased strategy supports 
learners towards economic participation in the ICT sector. 
The Foundation strategy invests in education that will assist 
the youth to position themselves for future opportunities. 

Phase 1: Enable youth from disadvantaged communities to 
be future-fit, and participate meaningfully in the economy 
into the future. This includes the High School programme.
 
Phase 2: Post School Support programme – provision of 
support for the youth and attain relevant post school training 
and prepare them for a future in ICT.

Phase 3: Enable economic activity in the ICT and 
telecommunications sector. This includes the Telkom 
partnerships.

High School programme 

The programme is in its third year, with just under 3 000 
learners and 200 teachers supported through a comprehensive 
five-year programme. The programme uses a hybrid of 
technology and face-to-face teaching methods to support 
learners with supplementary tuition in key subjects like 
mathematics, science and English. Grades eight to ten learners 
are introduced to basic ICT skills such as coding and gaming. 
800 learners attended a coding camp in December 2018. 
They receive monthly cellphone allowances, meetings to 
provide support, and solidify their basic coding skills. 
Schools are given devices, fast and reliable connectivity, 
training and support to effectively use technology in teaching 
and learning activities. Learners are empowered with 
programmes that build resilience, grit, and problem solving, 
among others. 

Teachers are exposed to ICT to strengthen its use regarding its 
integration to teaching and learning.

The Yellow Pages’ (known as Trudon) Mdantsane project 
aims to enhance educators’ and learners’ performance in 
mathematics and science in nine schools in Mdantsane, 
Eastern Cape. The three-year project ended in June 2019.

Social and relationship capital continued

Data 
Science 
Academy2

CiTi-X2

learnerships with

WeThinkCode1

Skills 

To address the skills shortage  
in the ICT sector

investment

unemployed youth enrolled with330
R48 millioninvestment

sponsored learners with133
R20 millioninvestment

Training of 
teachers
ICT integration training provided to

4 435 teachers since 2015

1 Since inception February 2017.
2 Since inception January 2018.
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Natural 
capital
Measuring and managing 
our environmental impact is 
important for the planet and the 
communities in which we work, 
and essential for the financial 
sustainability of our supply chain 
and our business. 

The ICT industry is categorised as a low environmental 
impact sector. The most significant environmental impact of 
our operations is e-waste, energy use and the related carbon 
emission in our network. Our focus is on minimising Telkom’s 
energy intensity and carbon footprint by improving the 
energy efficiency of our activities.

We are committed to minimising our environmental impact 
across the group, and are working to extend environmental 
standards throughout our supply chain.

Telkom has participated in the CDP (formerly the carbon 
disclosure project) for the past seven years. This provides 
feedback on how well Telkom manages energy and 
greenhouse gas (GHG) inventory to reduce the group’s 
environmental impact within our operational boundary. 
We disclose our GHG emissions to demonstrate our 
commitment as a responsible global citizen to the legal 
obligations under the United Nations Framework Convention 
on Climate Change and its Kyoto Protocol. Our commitment 
to reducing GHG emissions safeguards our long-term 
sustainability and equips us to effectively respond to 
regulatory and policy changes. 

Environmental 
compliance and 
regulations
The highest level of responsibility for environment 
and climate change issues in the organisation, is the 
social and ethics committee. Senior management 
is responsible for environmental performance and 
managing our climate risks at operational level.

Telkom’s approach to environmental management 
goes beyond legal compliance and is based on 
international best practice and global citizenship. Our 
environmental and climate change policy statement  
are available at www.telkom.co.za/ir/Sustainability/
Sustainability.html.

Compliance to environmental statutes and by-laws 
is monitored through site inspections, audits and 
regular reviews of our procedures and operations. 
Environmental compliance requirements are 
incorporated into our procurement supply chain 
process. Environmental performance for appointed 
service providers is regularly assessed, which 
ensures that service providers comply to applicable 
environmental legislative requirements.

The Department of Environmental Affairs promulgated 
the phasing out of the ozone-depleting substances
in 2014. The regulation outlines 2020, 2025 and 
2030 phase-out requirements, to comply with the 
regulations for phasing out and managing ozone- 
depleting substances. To meet the 2020 target, the 
R22 gas should be reduced by 63 tonnes.  

 

As part of the IT sector, Telkom is considered a 
simple carbon tax organisation. Therefore, it would 
generally adopt common emission sources into its 
GHG inventories. In the 2019 to 2022 tax periods, the 
IT sector will fall outside the phase one carbon tax net. 
This does not negate Telkom from producing a GHG 
inventory to track impact and disclose Telkom’s overall 
capacity for the generation of combustion emissions.

Smart control technologies including sensors, 
LED lighting, and  smart metering

This includes the installation of smart control technologies 
(motion sensors and day-night switches, smart metering, 
LED lighting) at our high energy consuming sites. The 
benefits of these projects are to improve control of energy 
costs and consumption, benchmarking of facilities’ 
electricity usage, sustainability reporting and effective 
utilities management. The implementation of these 
projects is planned to be completed in FY2020.

Telkom Park energy management system Implementing an energy management system (EnMS) 
at Telkom Park to achieve ISO 50001 certification: The 
EnMS will enhance the adoption of best practices and 
sustainable energy savings. 

Resource efficiency assessments We aim to implement a Resource Efficiency programme 
at five of our priority sites (Rosebank Exchange, New 
Doornfontein Exchange, Braamfontein Exchange, 
Germiston Exchange and Telkom Park). The programme 
focuses on energy efficiency, sustainable use of water and 
waste management.

Solar PV plant

Our three Mega Watt peak solar PV plant was installed 
and commissioned in June 2016 at Telkom Park. An 
energy audit of the total Telkom park was conducted 
by an independent energy management firm, in order 
to validate the benefits derived from the investment. 
Results conducted showed a reduction in the peak 
demand thus leading to a significant contribution to 
energy savings as the office electrical load is supplied 
by the PV plant.

Key environmental performance 
indicators
We measure our GHG footprint annually. Our direct (scope 1)  
emissions account for 8.8 percent of our carbon footprint and 
consist of diesel vehicles, diesel for generators and refrigerant 
gases. Our scope 2 emissions are our indirect emissions due 
to using electricity and account for 91.2 percent.

To minimise the increases in energy use and carbon emissions, we are rolling out energy-efficient measures and technologies 
across our operations. 

Energy and  
climate change
Telkom closely measures, monitors and manages its carbon dioxide emissions to improve 
economic competitiveness – energy efficiency is a primary cost reduction contributor and 
climate change mitigator. 
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Water consumption
Water stewardship is about understanding the risk business 
faces from water scarcity, and taking action to ensure it is 
managed sustainably as a shared public resource. Telkom 
is not a water-intense business. However, we recognise the 
importance of ensuring efficient water usage as a critical 
natural resource. Telkom established a water crisis steering 
committee in FY2018. The committee responds to action 
plans to assist affected employees and the communities, 
and to adequately manage water usage. 

Heating, ventilation and air-conditioning (HVAC) systems are 
one of the main contributors to water consumption across 
the Telkom portfolio, especially in equipment buildings and 
data centres. The water consumption for FY2019 increased 
by 27.3 percent compared to the FY2018. This is attributed 
to the relaxation of municipal water restrictions from the 
previous financial year. Telkom is currently implementing a 
programme to replace water-based cooling systems with 
air-based systems. The full impact of this programme will be 
seen from the FY2020 onward.

Total water consumption for the group

Water - kilolitres

Water consumption includes network buildings, data centres, 
office buildings, mixed-use buildings,  (excluding some 
buildings occupied by BCX and Yellow Pages also known as 
Trudon). 

BCX data excludes all BCX international operations as well as 
other South African operations such as CEB, USC, Accsys  
and Intergr8.

HVAC upgrade 

This is an initiative implemented in Cape Town for the 
replacement of water-dependent cooling towers for 
HVAC systems and the replacement of cooling towers 
for emergency power systems with radiators. Ten HVAC 
upgrade projects were completed.

This new technology has eliminated Telkom’s dependency 
on water, and the associated risks to business continuity.

The 2018 water crisis in the 
Western Cape demonstrated how water 
scarcity impacts South Africa and 
our business. We continue to actively 
manage and monitor our water use.

Waste management
Hazardous waste streams
The increased availability, affordability and consumption of 
electronic products lead to increased volumes of electronic 
and electrical waste (e-waste). This is the largest growing 
waste stream in South Africa, and our most environmentally 
impactful waste stream, internally and within the value chain.

E-waste is toxic and harmful to the environment and 
human health if not properly managed. It can be a source 
of income for waste collectors and handlers. We sell our 
cabling to a leading e-waste recycling organisation, which 
processes the cabling using environmentally and socially 
responsible techniques (no chemicals or burning). We 
sell copper recovered from the recycling process to local 
and international markets. This sensitive, labour-intensive 
process provides employment and empowerment for an 
Eastern Cape rural community – 22 families rely solely on 
this project as a source of income.

E-waste recycled

Non-hazardous waste 
streams
Telkom’s additional solid waste streams include recycled 
waste, wet waste, municipal waste, garden refuse and paper. 
Telkom, through its facilities service provider, measured a 
substantial portion of these additional solid waste streams. 
FY2019 data will be used as the new baseline year for 
recyclable waste, as this is the first year during which 
detailed data was submitted and can be audited.

Looking forward 
In addition to the initiatives highlighted above, our Focus 
areas for FY2020 will include the following:

 - Airflow management: Optimising air flow pathways to 
improve air flow in data centres and equipment rooms

 - Replacement of geysers with HVAC heat recovery systems

 - Power factor correction to stabilise energy demand 

 - Environmental awareness and behavioural change: Roll out 
awareness campaigns to influence positive behavioural 
change among building occupants

 - Waste recycling initiative: Initiated at Telkom Park, this will 
be rolled out to other Telkom sites with large occupation 
densities

The 2.0 percent decrease in scope 2 carbon emissions from 
prior year can primarily be attributed to:

 - Telkom’s electricity consumption reduction initiatives

 - Western Cape site halved in size

Scope 1 includes:

 - refrigerant gases used by Telkom

 - fleet petrol consumption by BCX and Yellow Pages (known 
as Trudon)

 - fleet diesel consumption by BCX and Telkom

 - bulk diesel purchased by BCX (Centurion data included), 
Yellow Pages (known as Trudon) and Telkom

Scope 2 includes:

 - electricity consumption by BCX (Centurion data included), 
Yellow Pages (known as Trudon) and Telkom

Our scope 1 and 2 footprint includes network buildings, data 
centre, office building and mixed-use buildings, excluding some 
buildings occupied by BCX and Yellow Pages (known as Trudon).

BCX data excludes all BCX international operations as well as 
other South African operations such as CEB, USC, Accsys  
and Intergr8.

Contribution to total carbon footprint 
per scope for group

Scope 1 – tC02e

Scope 2 – tC02e

Scope 3 - tonnes
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FY2019 FY2018 FY2017

2 000 000

1 500 000

1 000 000

500 000

27.3% 40.1%

2.0%

51.8%

Natural capital continued

 - The 1.5 percent increase in carbon emissions from prior 
year can primarily be attributed to diesel usage during 
load-shedding
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Corporate 
governance  
report 
The group’s practices on 
good corporate governance 
are underpinned by integrity, 
competence, transparency 
and accountability in its 
decision-making processes. 
This is supported by sound 
ethics in the prevention of 
corruption and fraud. 
We believe that effective corporate governance, and 
protecting our stakeholders, contribute to the group’s 
sustainability. The board maintains that the group 
applied the principles of good governance, adhered to 
the JSE Listings Requirements and complied with the 
Companies Act and other relevant laws and legalisation. 

Governance framework
Telkom’s group governance framework details the 
governance arrangement and levels of authority flowing 
from the governance model. It is currently under review 
for adequacy and alignment with best practice. The review 
provides direction on what is centrally driven and role clarity 
regarding the accountability and the process for various 
governance structures. This is supported by the delegation 
of authority, and the group policy framework, which outline 
the nature and extent to which the policies, structures and 
processes are either centralised or devolved to the business 
units and subsidiaries, considering the risks in light of the 
governance maturity. 

The board approved a governance model which supports the 
value-creation process in the short, medium and long-term. 
The governance model recognises all role players within 
the group’s structures and processes who contribute to 
embedding the governance outcomes. 

All board committees operate under the approved terms of 
reference, which are reviewed annually to align with best 
practice. The board committees are chaired by independent 
non-executive directors. The chairman of the remuneration 
committee (remco), audit and social and ethics committee 
respectively, attend the annual general meeting (AGM) to 
respond to any shareholder queries, as necessitated by the 
legislative provisions.

4
Transparency and 
accountability

Leadership
The board is responsible for directing the group towards 
achieving the Telkom vision, and strategy and is ultimately 
accountable for the group’s operating performance and 
financial results. Good governance is the responsibility of 
the board, prescribed officers and the group as a whole.

The board assumes ultimate responsibility and 
accountability for the protection and responsible use 
of Telkom’s six capitals. This includes ensuring Telkom 
maintains effective, efficient and transparent risk 

King IV

To ensure we consistently practise effective corporate 
governance throughout the group, Telkom has an 
approved King IV implementation plan to enhance and 
embed governance outcomes, as envisaged in King IV. 

The plan was developed to enhance and reinforce 
the group’s governance practices to foster an ethical 
culture, good performance, legitimacy and effective 
control. It will contribute to actively monitoring King IV 
compliance across the group. 

The board approved a training plan for the next two 
financial  years for itself and its committees. The 
plan is based on the board evaluation outcomes, the 
board’s needs, and best practice. The training plan is 
an evergreen document, and is updated as and when 
needed. 

The group company secretariat developed a King IV 
awareness programme, which was rolled out across the 
group, with continuous training initiatives to enhance 
compliance to the provisions of King IV.

The leadership of the group is guided by 
the board-approved values. 

management processes by setting the risk appetite and 
tolerances levels, and monitoring the risk and opportunity 
performance (page 25). Our governance structures are 
designed to ensure responsibility and accountability are 
clearly defined and connected.

The board is accountable for mindfully applying the 
governance outcomes during its decision-making 
processes. It cultivates integrity, competence, responsibility, 
accountability, fairness and transparency to enable 
value-creation. It is further guided by the policies that shape 
our culture, ethics and values (page 98).

The board mindfully applied King IV principles with special 
focus on the governance outcomes. Flowing from the 
King IV implementation plan, the business proposed 
governance enhancements to achieve ongoing effectiveness. 
The group company secretary is responsible for ensuring 
execution of these enhancements. The board has an 
approved annual training plan spanning from FY2020 to 
FY2021 to enable it to respond to the needs of the company, 
and to effectively carry out its roles and responsibilities. 

Through the appointment of independent non-executive 
directors and the clear separation and definition of the roles 
and responsibilities of the chairman and group CEO, the 
board has established a clear balance of power and authority 
at board level. Effectively therefore, the company has not 
appointed a lead independent non-executive director at 
this point.

Our board performs its duties within the group governance 
framework and the group delegation of authority which 
provide for effective risk management and management 
of our economic, environmental and social performance. 
The board charter, which is closely aligned with the 
recommendations of King IV, details the responsibilities of 
the board. Our memorandum of incorporation (MOI) also 
addresses the directors’ responsibilities and powers. The 
board charter and the committee terms of references will 
be enhanced to articulate the role and responsibility of the 
committee chairmen. Refer to pages 91 to 94 for activities of 
the board and its committees. 

16

Governance model

Board

Ethical foundation

Exco

BCX  
board

Gyro  
board

Yellow 
Pages 
(known as  
Trudon)
board

Management 
committees 
and forums

Nominations  
committee

Remuneration  
committee

Audit  
committee

Risk  
committee

Investment and  
transactions committee

Social and ethics  
committee

Ethical  
culture

Good 
performance

Effective 
control

Legitimacy

The diagram below sets out the governance structures that support the governance model.

6
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F Petersen-Cook (43)
Appointed: 10/12/2012
Principal skills: 
Corporate finance, actuarial, 
risk management, investment 
management and governance
Other directorships: 
Absa Financial Services, Kalafong 
Tertiary Hospital, Steinhoff Africa 
Retail, Bankmed

MS Moloko (54)
Chairman
Appointed: 20/03/2018

Principal skills: Mergers and 
acquisitions, investment management 
and business leadership

Other directorships: Thesele Group, 
EAP, Sibanye, Stillwater, Prudential 
Investment Managers (Pty) Ltd, MMI 
Group Holdings Limited

JA Mabuza (61)
Former chairman
Appointed: 09/11/2012
Principal skills: 
Business leadership
Other directorships: 
Eskom, ABInBev Africa,  
Sun International, BLSA,  
BUSA

Resigned: 31/05/2019

LL von Zeuner (58)
Appointed: 10/12/2012
Principal skills: 
Finance, mergers and 
acquisitions, risk and commercial 
expertise
Other directorships: Transnet, 
FirstRand Limited, FirstRand 
Bank Limited, Tongaat Hullett 
Ltd (appointed December 2018), 
Afgri Group Holdings

DD Mokgatle (63)
Appointed: 20/03/2018
Principal skills: 
Legal and business leadership
Other directorships: 
Total South Africa,  
Kumba Iron Ore, Bidcorp 
Limited, Peatona Group 
Holdings, Italtile Ltd, Lafarge 
Industries, Rothchild and Co 
(Pty) Ltd, Reunert Limited

KT Kweyama (54)
Appointed: 10/12/2012
Principal skills: 
Commercial expertise, integrated 
reporting, business leadership, 
human capital management and 
governance
Other directorships: 
Brand SA, Steinhoff
International, PRASA

RG Tomlinson (56)
Appointed: 03/12/2014
Principal skills: 
Business leadership, strategy
and remuneration
Other directorships: 
International Player 
Management

PCS Luthuli (46)
Appointed: 25/05/2018
Principal skills: 
Auditing and accounting, 
investments and business 
leadership
Other directorships: 
MPact Limited, Mpande Property 
Fund Manager (Pty) Ltd

KW Mzondeki (51)
Appointed: 09/11/2012
Principal skills: 
Auditing and accounting, 
corporate finance, mergers 
and acquisitions, strategy and 
integrated reporting
Other directorships: 
API, Baldwin, Yellow Pages 
(known as Trudon)

SP Sibisi (64)
Appointed: 01/04/2019
Principal skills: 
ICT, start-up ventures,  
business-to-business and 
intelligence skills
Other directorships: 
Liberty Holdings, Denel Group, 
Mapungubwe Institute for 
Strategic Reflection

H Touré (65)
Appointed: 19/10/2016
Principal skills: 
Telecom engineering, telecom 
regulation and e-strategies
Other directorships: 
Inmarsat (London)

Resigned: 23/08/2018

I Kgaboesele (47)
Appointed: 01/07/2011
Principal skills: 
Finance, auditing and 
accounting, corporate finance
and strategy
Other directorships: 
Sphere Holdings,
Old Mutual Ltd

Resigned: 23/08/2018

GW Dempster (64)
Appointed: 03/12/2014
Principal skills: 
Business leadership, strategy, 
mergers and acquisitions and 
people development
Other directorships: 
Imperial Logistics, Sun 
International, AECI Limited, 
Long4Life Ltd, Motus  
Holdings Ltd

SL Botha (54)
Appointed: 10/12/2012
Principal skills: 
Business leadership, mergers 
and acquisitions, integrated 
reporting, remuneration, 
strategy and marketing
Other directorships: Liberty 
Holdings, Famous Brands, Curro 
Holdings, Capitec Bank Limited, 
Capitec Holdings Limited

N Kapila (65)
Appointed: 26/02/2011
Principal skills: 
Telecommunications, legal, 
regulatory and governance
Other directorships: 
ITU (Switzerland)

Independent non-executive directors Executive directors

Leadership

Corporate governance report continued The board is our focal point and custodian of governance. Our 
directors possess and continually cultivate integrity, competence, 
responsibility, accountability, independence, fairness and 
transparency, to enable Telkom’s value-creation. They are further 
guided by the policies that shape our culture, ethics and values.
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DJ Fredericks (58)*
Chief investment officer (former 
group chief financial officer)
Appointed: 15/09/2014
Principal skills: 
Corporate finance, auditing 
and accounting, and 
telecommunications
Other directorships: 
BCX, Gyro, Famous Brands, SAA
Stepped down as group chief 
financial officer on 30 June 2018

TBL Molefe (50)
Group chief financial officer
Appointed: 01/07/2018
Principal skills: 
Auditing, accounting, financial 
strategy, financial management, 
risk management
Other directorships: 
Yellow Pages (known as Trudon), 
Gyro, BCX, Curro Holdings 

SN Maseko (50)
Group chief executive officer
Appointed: 01/04/2013
Principal skills: 
Business strategy and execution, 
telecommunications, business 
leadership, regulatory and 
policy, corporate governance
Other directorships: 
BMW, Gyro, BCX

AN Samuels (53)
Chief executive officer, 
Openserve
Appointed: 13/02/2014
Principal skills: 
Telecommunications and 
business leadership

NM Lekota (48)
Chief human resources officer
Appointed: 01/03/2017
Principal skills: 
HR strategy architect and 
business leadership

L Siyo (41)
Chief executive officer,  
Yellow Pages (also known as 
Trudon)
Appointed: 01/05/2018
Principal skills: 
Business leadership, sales 
and marketing, strategy, 
financial management, digital 
transformation and e-commerce

CJ Moganwa (41)
Chief officer business markets
Appointed: 01/01/2019
Principal skills: 
IT systems development and 
financial services

LTS Maloba (45)
Chief executive officer, Gyro
Appointed: 13/11/2017
Principal skills: 
Business leadership, business
strategy and real estate
investment management

S Taukobong (49)
Chief executive officer,  
Telkom Consumer
Appointed: 01/06/2018
Principal skills: 
Marketing, customer operations, 
mergers and acquisitions and 
business leadership

PJ Bogoshi (53)
Chief executive officer, BCX
Appointed: 01/06/2018
Principal skills: 
ICT specialist, strategy, sales and 
business leadership

AC Beukes (48)  
Chief information officer
Appointed: 13/12/2018
Principal skills: 
Telecommunications, IT, sales, 
marketing, procurement, 
technology and business 
leadership

Exco members during FY2019

The board’s detailed 
curricula vitae are 
available at  
www.telkom.co.za/about_
us/companymanagement/
board-of-directors.shtml.

* Seconded to SAA on 15 October 2018.
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Changes to the board

JA Mabuza Jabu Mabuza, chairman of the board, 
gave notice of his intention to retire 
from his position on the Telkom board 
and as an independent non-executive 
director and chairman of the board, 
effective 31 May 2019. He had been 
at the helm since November 2012. 

MS Moloko Sello Moloko was elected and 
appointed as the board chairman, 
with effect from 1 June 2019 in 
accordance with the company MOI 
and the JSE Listings Requirements.

He joined the board as an 
independent non-executive 
director on 20 March 2018 and 
spent a significant amount of time 
understanding the key issues facing 
Telkom. He is well positioned to 
seamlessly take over as chairman. 
An in-depth induction programme 
was designed with senior and 
executive management, alongside 
engagements with major investors 
and corporate advisors.

I Kgaboesele 
and
H Touré

Itumeleng Kgaboesele and  
Hamadoun Touré resigned as 
independent non-executive directors, 
effective 23 August 2018 to pursue 
personal commitments.

SP Sibisi Sibusiso Sibisi ascended from the 
BCX board and was appointed as an 
independent non-executive director 
to the board, effective 1 April 2019. 
He resigned from the BCX board, 
effective 31 March 2019. He has 
skills and experience that will be 
vital for the group’s future business 
requirements. 

Composition of the board
The board has an approved diversity policy based on 
various perspectives (including race and gender). This 
enables meaningful engagement and widens the talent 
pool. The board supports the principle of equitable 
gender representation, which it deems to be pertinent to 
transformation and competitiveness. The board ensures that 
at any point in time, its composition is diverse. The board 
has not set specific diversity targets, but in support of an 
equitable spread.

Adjacent is a representation of race and gender of the 
non-executive directors over a three-year period. Gender 
dynamics have marginally deteriorated over the period due 
to the appointment of male non-executive directors. The 
board will focus on recruiting female non-executive directors.

7 7

7

Changes to the exco

AC Beukes Althon Beukes was appointed as 
group chief information officer 
effective 13 December 2018.

CJ Moganwa Jan Moganwa was appointed as 
chief officer business markets 
effective 1 January 2019.
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Gender
2017

8

6
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2017

White

Black
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Non-SA

7

5

1

1

Male
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Gender
2018

9

6
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2018

White

Black
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Non-SA

7

5

1

2

Male*

Female

Gender
2019

 10

6

Race
2019

White

Black*

Coloured

Non-SA

9

4

1

2

The board undertook a skills and experience review to ensure that its composition is fit for purpose and the Telkom “of the future”. 
The diagram below highlights the board skills requirements that will form part of the base skills into the future. The board is 
committed to ensuring that its composition satisfies the business requirements.

 Mergers and acquisitions 

ICT

Business 
acumen 

Digital platforms
Cybersecurity
IT

Disruptive

Human 
capital

Governance

Cyber and IT security

Futurist/disruptoryBusiness 
strategy

Audit

Additional skills required

Current skills

Board
skills

Corporate finance
Investments
Commercial and marketing

Business leadership
Finance
Actuarial
Accounting and Auditing

Analytics 
Network Management

Strategy
Entrepreneurial
Commercial
Innovative

Remuneration
Performance management
Transformative

Policy
Legal and compliance 
Regulatory
ERM

Sustainability
E-commerce
Real estate

Corporate governance report continued

Transparency and accountability

* Resignation during FY2019.

62.5%
37.5%

Male

Female

Board gender
representation 2019

The board has an 

approved 
diversity policy 
(including race and gender)
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The board and its 
committees
The board plays an important role in setting strategy; ensuring 
that the relevant policies, plans, frameworks, structures 
and procedures are in place; monitoring performance and 
compliance with policies; and setting standards of ethical 
conduct. It holds management accountable for its activities 
through quarterly performance reporting and budget updates 
through various governance structures, as stipulated in its 
charter. The board receives regular group updates on numerous 
subjects, enabling it to explore issues and developments 
within its mandate in detail. The board, through the activities 
of the social and ethics and its risk committees, dealt with 
matters related to customer service and related complaints. 
There was an overall improvement with a decline in reported 
customer service-related matters. However, due to the 
seasonal impact, the faults increased in certain months. 
Improving customer experience is driven by our “service is 
the new selling” campaign, focusing on people, processes 
and systems to simplify customer journeys through the value 
chain to ensure consistent delivery. Continuous evaluation of 
customer feedback guides our approach and actions. Refer to 
the stakeholder engagement report on page 18. 

All board members are equally accountable for the stewardship 
of the group’s affairs. Stewardship includes fostering business 
relationships based on trust with customers, suppliers and 
other stakeholders, and considering how our operations impact 
the environment and the communities in which the group 
operates. The non-executive directors are responsible for 
ensuring that proposed business strategies are discussed and 
critically reviewed, and that the interests of all stakeholders are 
considered. Members of executive management are invited to 
attend committee meetings either by standing invitation or on 
an ad hoc basis to provide pertinent information and insights in 
their respective areas of responsibility. 

The board increased its activities regarding strategy-related 
matters and introduced two planned sessions per financial 
year. These sessions review strategy matters, and engage 
on measuring management’s implementation against the 
approved plans. The FY2020 approved annual work plans 
include a targeted risk assessment engagement at the 
forthcoming board strategic session. This is to ensure Telkom 
is prepared for any challenges that may derail it from effective 
execution and performance.

There were discussions on shareholder value and how this 
could be enhanced into the future. 

To measure performance, Telkom will continue to conduct a 
gap analysis of the actual versus planned value created,   
in the board activities and capital employment.

6

8

Board charter and committees’ 
terms of reference

All board committees operate under approved 
committee terms of reference. These are reviewed and 
approved annually for alignment with best practice. 
They were amended in FY2019 to detail processes 
linked with the management of conflict of interest 
matters and execution of written resolution processes. 
 
The company MOI requires that a written resolution 
holds once the majority of directors voted in favour 
by signing and returning it. We set a threshold of 
passing written resolutions at 75 percent to avoid 
potential abuse of the process.

Committees reviewed the adequacy of their terms of 
reference that stipulate their mandate and delegated 
roles and responsibilities, and recommended them to 
the board for approval. 

The board charter and each committee’s terms of 
reference are posted on our website: 
www.telkom.co.za/ir/Governance/Governance.shtml

The board and its committees are 
satisfied that the company complied 
with the provisions of the Companies 
Act and its MOI, and they have 
discharged their duties in accordance 
with the board charter and the 
committee terms of references 
during FY2019. 

The board and its committee meetings for quarter two 
were cancelled due to a two day board strategy workshop, 
which informed management actions for quarter three. 
The sequencing of the meetings has been rearranged in 
the corporate calendar for the ensuing year to ensure 
optimal sequencing. 

Corporate governance report continued

1 Resigned on 23 August 2018.
2 Appointed with effect from 1 July 2018.
3 Apologies for meeting not attended was received.
4 Mr Dempster was appointed audit committee chairman, with effect from 23 August 2018 following the resignation of Mr I Kgaboesele. 
  He resigned as a member from investment and transactions committee on the same date.
5 Appointed with effect from 25 May 2018.
6 Stepped down as group CFO with effect from 30 June 2018.

Independent non-executive directors

Date of  
appointment Board

Audit 
committee

Remunera-
tion 

committee
Nominations 
committee

Investment 
and 

transactions
committee

Social and 
ethics 

committee
Risk 

committee

JA Mabuza 09/12/2012 6/6 – 4/4 3/3 – – –

N Kapila 26/02/2011 6/6 – – – 8/8 3/3 –

I Kgaboesele1 01/07/2011 3/3 4/4 – – – – 1/1

PCS Luthuli3,5 25/05/2018 3/4 6/6 – – – – –

KW Mzondeki 3 09/11/2012 6/6 9/9 4/4 – 7/8 – –

SL Botha 10/12/2012 6/6 – 4/4 3/3 – – –

LL Von Zeuner3 10/12/2012 5/6 9/9 – – – 3/3 3/3

KT Kweyama3 10/12/2012 5/6 – – 2/3 – 3/3 –

F Petersen-Cook3 10/12/2012 5/6 – – – 7/8 – 3/3

RG Tomlinson3 03/12/2014 5/6 9/9 – – 6/8 – –

GW Dempster4 03/12/2014 6/6 5/5 – – 3/3 – 3/3

DD Mokgatle3 20/03/2018 6/6 – – – – – 2/3

MS Moloko3 20/03/2018 5/6 – – – 6/8 – –

H Touré1,3 29/09/2016 2/3 – – – 0/2 – 1/1

Executive directors

SN Maseko3 01/04/2013 6/6 8/9 4/4 3/3 7/8 3/3 3/3

TBL Molefe2,3 01/07/2018 3/3 6/6 3/3 – 5/6 2/2 2/2

DJ Fredericks6 15/09/2014 3/3 3/3 1/1 – 2/2 1/1 1/1
 

The table below details attendance for the board and its committees.

6

6
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The audit committee is a statutory committee of the board 
as per provisions of the Companies Act. The committee is 
mandated in terms of the delegation of authority and is 
charged with the independent role of accountability. 

The audit committee has, among others, the responsibilities 
of internal and financial control, internal audit, external audit, 
risk management, combined assurance, financial statements 
and integrated report, communication with shareholders, 
compliance, and legal and regulatory matters related to 
accounting activities. The committee focus was on, but not 
limited to, effectiveness of internal control, funding plans, 
business planning, financial performance and creating 
shareholder value.

For more details on the committee’s activities, refer to its 
report in the annual financial statements on page 5. 

The audit committee met nine times during the year. The 
number of special meetings was necessitated by a range of 
matters that needed attention and in-depth consideration, 
including ensuring proper transitioning of the recently 
appointed group CFO and external auditors. 
 

Remuneration committee
Members for FY2019

SL Botha (chairman)
JA Mabuza 
KW Mzondeki

The remuneration committee sets the group’s remuneration 
policy on behalf of the board. It oversees total remuneration 
for executive directors and senior executives; monitors the 
execution of the remuneration policy for the group, including 
non-executives; and makes recommendations to the board. 

The remuneration committee met four times during the 
year, and focused on human resources, remuneration, 
organisation structures, succession planning, recruitment, 
performance management and shareholder engagement at 
the AGM. 

For further details on these, refer to the remuneration report 
on page 103.

Audit committee
Members for FY2019

I Kgaboesele* (former chairman)

GW Dempster (chairman) 

PCS Luthuli
KW Mzondeki 
RG Tomlinson
LL von Zeuner

Risk committee 
Members for FY2019

LL von Zeuner (chairman) 
GW Dempster
I Kgaboesele* 
DD Mokgatle
F Petersen-Cook
H Touré* 

The risk committee assists the board in ensuring that 
management has an effective risk management process in 
place that identifies and monitors the management of the 
group’s key risks in an integrated and timely manner.  
It oversees the governance of risk through the group’s  
ERM framework and its system of internal controls.

The risk committee met three times during the year and 
considered the impact of the country’s downgrade on the 
group’s performance, the risk and compliance function, 
and the risk and compliance transformation journey. The 
technology road to recovery initiative was adopted to better 
manage information security threats. Further, the group 
chief information officer position was filled to enhance the 
management of technology-related activities, as per the 
provisions of King IV.

Refer to page 63 for technology and information governance, 
and page 25 for ERM and compliance.

Nominations committee
Members for FY2019

JA Mabuza (chairman) 
SL Botha
KT Kweyama

The nominations committee is responsible for reviewing 
and making recommendations to the board on most 
governance-related matters, particularly board and 
committee composition. This includes all aspects of diversity 
such as academic qualification, technical expertise, industry 
knowledge, experience, business acumen, race and gender. 
It also includes best practice principles on the balance 
between executive, non-executive and independent 
non-executive members in various committees. It ensures 
a balance of power within the board and its structures. 

A board-approved diversity policy guides the committee 
in nominating candidates for the board’s consideration. 
The committee formulates succession plans for the board, 
its committees and group exco. It works closely with the 
remuneration committee on succession planning for senior 
executives and critical roles within the group. 

The nominations committee considered the composition 
of the board of directors with respect to all aspects of the 
diversity policy including academic qualification, technical 
expertise, industry knowledge, experience, business acumen, 
race and gender as well as the balance between executive 
and non-executive and independent non-executive members 
appointed. 

The nominations committee met three times during the year, 
and dealt with the remuneration implementation report, 
reviewed board composition, considered the chariman’s 
succession, group chief executive officer succession plan, 
and reviewed group governance framework and board skills 
assessment. In February 2019, the committee recommended 
the appointment of Sibusiso Sibisi to the board, after 
reviewing the skills requirement of the Telkom of the future. 
Sibusiso Sibisi will be up for election at the upcoming AGM.

In March 2019, Jabu Mabuza resigned as an independent 
non-executive director and the chairman of the board, with 
effect from 31 May 2019.

Sello Moloko, an independent non-executive director of the 
board, was elected as the new chairman of the board, with 
effect from 1 June 2019.

Investment and transactions 
committee
Members for FY2019

F Petersen-Cook (chairman)
GW Dempster **
N Kapila 
SN Maseko
MS Moloko
KW Mzondeki
RG Tomlinson
H Touré* 

The group CEO is a member of this committee. This 
committee deals with any significant investment or 
transaction relating to the acquisition of another business or 
legal entity, including any equity injection or possible merger 
or acquisition approved by the board. 

The committee also ensures that approved transactions 
post-merger integration plans and the appointment of a 
temporary integration committee and/or integration officer 
relating to material transactions. 

The committee monitors the the performance of investments 
against the original investment criteria and pre-investment 
assumptions through a formal post-acquisition review. 

The committee met eight times during the year, and 
is responsible for any business disposal relating to the 
diversification or outsourcing of any part of the group’s 
operations, including its subsidiaries, but excluding the day-
to-day disposal of fixed assets as part of the ordinary course 
of business. At some of its special meetings, the committee  
dealt with certain possible mergers and acquisition activities 
to enhance organic growth. 

Social and ethics committee
Members for FY2019

KT Kweyama (chairman) 
N Kapila
LL von Zeuner

The social and ethics committee is a statutory committee 
of the board as per provisions of the Companies Act. Its 
activities emphasise the environment, and social, governance 
and ethics-related matters. The committee considers the 
UN Global Compact Principles, Organization for Economic 
Co-operation and Development recommendations, the 
Employment Equity Act and the B-BBEE Act, and adheres to 
the requirements of Regulation 43 in the Companies Act. 

The committee met three times during the year and 
dealt with ethical conduct and leadership, social and 
economic development, responsible corporate citizenship, 
environment, health and public safety, customer 
relationships and stakeholder engagement.

The committee has fulfilled its mandate as prescribed in the 
Companies Regulations to the Companies Act and there are 
no matters of non-compliance to disclose.

The committee reports to the shareholders at the AGM. Refer 
to page 101 for its report.

8 8
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* Resigned on 23 August 2018. * Resigned on 23 August 2018.

  * Resigned on 23 August 2018.
**  Graham Dempster resigned as a member of the investment and 

transactions committee with effect from 23 August 2018, due to assuming 
the role of the audit committee chairman.
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Specific governance 
processes
Management of potential conflict
The board has a clearly defined process set out in the board 
charter and the committee terms of reference that provides 
guidance on how to deal with a potential conflict of interest 
before, during or after a meeting. This ensures that the 
affected director does not receive the information related to 
the matter, and is requested to be reused during the meeting.  

In accordance with good governance and in the spirit of 
transparency, shareholders are advised that the chairman 
of the board has a direct beneficial financial interest in 
Thesele Group which bought a 40 percent interest in a 
company called Knowledge Integration Dynamics Group 
(“KID Group”) on 11 March 2019. The remaining shareholding 
in KID Group (60 percent) is owned by its management, which 
has a controlling interest. Thesele has representation on the 
KID Group board of directors, but the chairman is neither 
directly or indirectly active in any of the platforms of the 
KID Group. 

The KID Group fully owns a subsidiary named Centerfield 
Software (Pty) Ltd, which is a technical assurance service 
provider. 

Centerfield Software was providing assurance solutions in 
identified Telkom stores since the inception of the Mobile 
business in 2010. During 2017, Telkom issued a tender for 
the services of an all-inclusive retail-managed solution (which 
includes staffing in 87 company-owned Telkom stores). 
The tender was awarded to Smollans and Perx (Smollans for 
serving all inland stores, and Perx for all coastal stores), who 
in turn sub-contracted the specialised technical assurance 
part of the solution back to Centerfield Software. Currently, 
Centerfield Software does not have a direct commercial 
agreement with Telkom, but it is a sub-contractor to Smollans 
and Perx for technical assurance services. 

The chairman is unlikely to be privy to any dealings between 
the KID Group and Telkom, but these will be adequately 
managed should they arise.

There is a clearly defined process in accordance with 
section 75(4) of the Companies Act, which provides for any 
director to disclose any personal financial interest in advance 
of a meeting. This includes, amongst others, the following:

 - On annual basis prior to the commencement of a new 
financial year, the board members are requested to file a 
declaration of interest submission which details personal 
financial interest, and those of related parties

 - The group secretariat would circulate the proposed agenda 
to all members of the board and committee governance 
structures, and request the members to disclose any 
personal financial interest or potential conflict of interest in 
the matters to be discussed at the meeting 

 - The affected director must disclose the interest and its 
general nature before the matter is considered at the 
meeting, any material information relating to the matter, 
known by the director

 - The nature and extent of that interest will be raised by  
the group secretariat to the remainder of the members in 
the meeting, and adequately recorded in the minutes, as  
a recusal 

 - The affected director must be recused from the meeting 
immediately after making the disclosure and must not 
participate in the discussions or resolutions relating to the 
matter, and will re-join the meeting when the matter is 
closed. The affected director will not receive the minutes 
of the said agenda item where in a potential conflict of 
interest was raised

 - Management will be informed upfront of any potential 
conflict of interest that may arise through the group 
secretariat to ensure that any negotiations or resolutions 
taken in the discussions relating to the matter is contained 
and not shared with the affected director in its entirety 

Through our internal governance processes, the chairman’s 
declaration of interest has been updated and noted by the 
board. The chairman of the board shall not be involved or privy 
to any information that may involve the KID Group or Centerfield 
Software and the board has detailed a process to manage KID 
Group’s related commercial activities within Telkom. 

The board has agreed on an additional process that will be 
implemented to manage potential conflicts of interests,  
over and above the approved policies and processes. This is 
managed through the audit committee. 

Director rotation
In terms of the company’s MOI, one third of directors should 
retire by rotation annually at the AGM. After taking due 
consideration of the performance and contribution of the board, 
the nominations committee recommended to the board that 
SL Botha, KT  Kweyama, KW Mzondeki and F Petersen-Cook, 
who are retiring by rotation, be re-elected by the shareholders as 
indicated in the notice of the AGM on page 131.

Evaluation of the board and 
its committees

Annual evaluations are performed to 
establish and improve the operating 
effectiveness of the board and its 
committees. 
In terms of the new King IV provision, the board should 
conduct an independent board evaluation process to support 
continued improvement in its performance and effectiveness.

The nominations committee recommended that an 
independent evaluation be conducted every three years, 
if there are no significant concerns from the independent 
board evaluation findings. For the other two years, internal 
formal board evaluation activities will be implemented. The 
interval will provide the board time to address any concerns 
and areas of improvement flowing from the independent 
board evaluation process. 

An independent service provider was appointed to perform 
the evaluation for FY2019. The evaluation included the board 
as a collective, board committees, individual board members 
through a peer review, group company secretary and the 
group secretariat function respectively. 

The board evaluation findings allowed the new chairman 
to measure the effectiveness of the board, and the group 
company secretary, to implement the required interventions 
to address any shortcomings, if identified, and enhance 
board operations.

Corporate governance report continued

The recommendations from the independent board 
evaluation process were tabled at various board governance 
structures. These informed the review of board and 
committee composition, areas of improvement, and the 
required training plans and development activities.

Board evaluation report findings
 
It is evident that the board clearly understands its mandate.
The board is generally satisfied that it is effective in:

 - setting the strategic direction of the organisation

 - approving the required policies to give effect to the 
approved strategy

 - delegating to and having oversight of management

 - ensuring accountability through disclosure and reporting

Notwithstanding the aforementioned and as previously 
indicated, elements of strategic oversight were highlighted 
as potential areas for improvement. Monitoring performance 
against strategy was one of these areas.

The focus of the board on strategic performance areas 
that require attention could be enhanced with the 
implementation of KPIs and a clear dashboard that measures 
performance against strategy. A section of the dashboard 
should also measure departures from the stated strategies 
and new risks.

The board evaluation report found that both the director 
induction and the Director Development programme require 
attention. These items have already been addressed by the 
group company secretary through the development of a 
directors toolkit, and a board and committee training plan 
from 1 April 2019 to 31 March 2021. 

The board is satisfied that the independent board evaluation 
process will assist in improving its performance and 
effectiveness, and further enhance the maturity of board 
activities.

Group CFO evaluation

The audit committee is mandated to annually review the 
experience of the group CFO. It reviewed the competency 
and effectiveness of Tsholofelo Molefe, and satisfied itself 
of the appropriateness of the expertise and experience of 
the group CFO. Refer to the audit committee’s report in the 
annual financial statements, which is available on Telkom’s 
investor relations website www.telkom.co.za/ir.

Group company secretary

The group company secretary supports the board and 
its committees by advising them on directors’ statutory 
duties, JSE Listings Requirements, disclosure obligations, 
and good governance practices. Following the review of the 
group company secretary by the board, it is satisfied that 
the governance arrangements and controls between the 
board, its committees and the office of the group company 
secretary are effective. 

The group company secretary maintains an arm’s-length 
relationship with the directors and is accessible to each of them 
for support and guidance. She reports functionally to the group 
CEO and administratively to the board chairman. The group 
company secretary oversees governance in all subsidiaries.

Ephy Motlhamme resigned as the group company secretary 
with effect from 30 November 2018. The board appointed 
Ayanda Ceba as the new group company secretary, effective 
1 December 2018. 

Ayanda Ceba has extensive experience as a company 
secretary and has strong institutional knowledge of 
compliance and governance matters. She holds a BProc and 
LLB and is studying towards an LLM in corporate law. She 
is a qualified chartered company secretary, and a fellow 
of Chartered Secretaries Southern Africa. She joined the 
company on 1 July 2017.

The board evaluated the group company secretary and the 
group company secretariat function. Based on the evaluation 
performed, the board was satisfied that Ayanda Ceba is 
sufficiently qualified, experienced and independent to execute 
her role as group company secretary. 

9
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Delegation of authority
Responsibilities or authority are assigned from the board to 
its committees and the group CEO and managed through the 
delegation of authority. The group’s delegation of authority 
is cascaded to all subsidiaries, with each entity customising 
and approving its own thresholds for the delegation of 
authority based on its prevailing environment. 

These governance documents are aligned group-wide to 
ensure that delegated authority levels flow through the 
proper governance channels, and the set parameters are 
adhered to. Proposed amendments to a delegation of 
authority are reviewed and approved by the board, as per 
charter provisions. The board is satisfied that the group 
is adequately resourced and there is a proper delegation 
of authority in place. However, in line with best practice 
standards, the group delegation of authority is currently 
under review to ensure that it caters for the current needs 
of the group, and to create an enabling environment for 
management to execute on its operational activities. 

The group CEO is appointed by the board and is responsible 
for leading the implementation of the approved group 
strategy and policy and is the link between executive 
management and the board.

10

Sponsor change

The Standard Bank of South Africa Ltd has been 
Telkom’s service provider for sponsor services since 
2013. Post-conclusion of a procurement process, 
the board approved the retirement of Standard Bank 
of South Africa Ltd as the JSE sponsor, effective 
30 June 2019. Nedbank CIB Ltd was appointed as the 
new JSE sponsor, effective 1 July 2019. 

7
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Internal audit

The mandate of TAS is to provide 
independent and objective risk-based 
assurance and advisory services to ensure 
the establishment and operation of adequate 
and effective governance, risk management 
and internal controls structures and 
processes within Telkom and its subsidiaries.

TAS provides assurance to the group’s stakeholders by:

- assessing and making appropriate recommendations to 
improve Telkom’s governance processes

- evaluating the effectiveness and contributing to the 
improvement of risk management processes throughout 
Telkom

- evaluating the adequacy and effectiveness of internal 
controls

TAS governs itself by conforming to the mandatory elements of 
the International Professional Practices Framework (IPPF) of the 
Institute of Internal Auditors (IIA), the International Standards 
for the Professional Practice of Internal Auditing (ISPPIA); and 
the IIA code of ethics. 

15 Combined assurance
Telkom follows a combined assurance approach, which 
integrates assurance and risk management activities. Telkom 
has three lines of defence aimed at improving and monitoring 
risk management, control and governance across the group. 

The audit and risk committees respectively oversee the 
implementation of the combined assurance framework, 
combining, coordinating and aligning assurance activities 
across the lines of defence. They oversee that the scope 
of combined assurance is informed by the risks and 
opportunities that materially affect the group’s ability to 
create value.
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Corporate governance report continued

TAS, the internal audit function, gives effect to combined 
assurance. It coordinates its work with other assurance 
providers, including the external auditors, to ensure that 
Telkom’s significant risks are adequately addressed. Telkom 
will continue its practical approach to combined assurance 
with a focus on embedding assurance activities across all lines 
of defence.

Our regulators (for example, ICASA and the Competition 
Commission) may from time to time institute reviews to 
gain assurance that Telkom complies with regulation and 
applicable laws. Such reviews may be considered as an 
additional defence layer for the board. 

The combined assurance framework is outlined in the  
diagram below.

TAS subscribes to a risk-based audit methodology in 
developing an annual audit coverage plan which aligns to 
the most significant risks facing Telkom. It considers internal 
and external opportunities and challenges in the respective 
operating environments. TAS engages with other assurance 
providers when developing the annual audit plan. The plan aims 
to support business units in achieving their strategic objectives, 
and to fulfil the role of assurance provider to the various 
oversight committees. The audit plan is annually approved by 
the audit committee. TAS regularly revises the plan to remain 
relevant and aligned with key business priorities in a changing 
business and risk environment. 

TAS functionally reports to the audit committee and 
administratively to the group CFO. The group executive: internal 
audit is an attendee at the audit and risk committee meetings 
and a standard invitee to exco meetings. This organisational 
structure promotes the independence of internal audit and 
allows it to form judgements objectively.

TAS is subjected to an external quality assurance review at 
least once every five years. The quality of audit services is 
underwritten by TAS’s achievement of a “generally conforms” 
rating to the IPPF of the IIA as per the external quality review 
conducted by the IIA in FY2017. TAS conducts ongoing internal 
quality assessments as required by the ISPPIA.

Culture, ethics and values
Telkom has a zero-tolerance policy regarding 
unethical behaviour, fraud and/or corrupt 
activities. It is the duty of every employee 
to disclose information relating to any 
fraudulent conduct or unethical behaviour. 

Our values (page 3) guide the way we conduct business with 
stakeholders. A business code of ethics supports these four 
values, and sets out standards that we expect to attain when 
dealing with our stakeholders. 

The tone at the top emanates from the premise that “ethics is 
what you do when no-one is looking”, and that ethical behaviour 
is the cornerstone of a well-governed entity. The board leads by 
example and aims to ensure that the right culture and ethical 
conduct are embedded throughout the group, and disseminates 
from the top to all employees. 

Processes and policies encourage and foster the requisite 
behaviours required to support the culture, ethics and 
values that in turn support the group’s purpose and vision. 
Through these, Telkom holds its directors, employees and 
other stakeholders, such as service providers, accountable to 
ethical conduct.

Telkom Business Code of Ethics 
(BCoE)
The Telkom BCoE is values-based, and our ethical values 
and principles reflect our belief that our conduct in doing 
business should be honest. It promotes ethical behaviour 
within Telkom, and ensures all stakeholders are clear on the 
expectations regarding individual conduct and interaction 
with fellow employees, stakeholders and the public in 
general. The BCoE is available at www.telkom.co.za/about_
us/humancapital/values/code-of-ethics.shtml

Directors are obligated to adhere to the BCoE, and this is 
specified in their appointment letters. We have introduced 
a manual declaration and commitment to the BCoE for 
directors in FY2020. 

Employees are required to annually confirm their 
commitment to the BCoE by completing an electronic annual 
declaration, which is captured on the System, Applications 
and Products (SAP) system. Electronic compliance to the 
BCoE was 94 percent (FY2018: 93 percent). The group 
company secretary will implement additional awareness and 
training interventions to enhance the completion ratio.

The ethics office is responsible for ethics management, and 
including monthly induction sessions with new employees 
on ethics-related activities. This ensures that all new 
employees are aware of the ethical culture and values 
to which they must subscribe. The ethics office provides 
guidance and advice on ethical dilemmas telephonically or 
through the ethics mailbox. It provided guidance around 
declarations for gifts and conflict of interests. 

The board has approved its annual ethics leadership 
commitment statement. This demonstrates leadership’s 
commitment to ethical behaviour. 

To support the Telkom BCoE, the following supplementary 
policies are in place to guide employees: 

- Conflict of interest 

- Gift and entertainment 

- Share dealing 

- Prevention of fraud and corruption 

- Whistle-blowing 

- Prohibition against sexual harassment 

- Prohibition against discrimination

- Supplier Code of Conduct

A key focus area for FY2019 was the review of the BCoE and 
the supplementary policies to ensure uniformity across the 
group. We are compiling an ethics handbook, including the 
BCoE, underpinned by all ethics-related policies to support 
an integrated ethics management approach. This included 
introducing an ethics statement signed and committed to 
by the board and exco.

The conflict of interest process was reviewed for adequacy 
and effectiveness. The declaration of interest process was 
improved to further embed an ethical culture. The process 
allows members and attendees to declare potential conflicts 
of interest on agenda meeting matters, before the meeting 
pack is circulated. This ensures that potential opportunities 
for mismanagement of information are identified and 
adequately managed. We revised and approved the 
Supplier Code of Conduct to address potential unethical 
activities relating to subcontracting arrangements. Suppliers 
were requested to commit to the revised code through a 
declaration process.

We are in the process of designating ethics officers. The 
role was benchmarked against King IV requirements. The 
role includes being a personal interface on ethics-related 
matters, and identifying ethics champions throughout 
the group.

An integrated ethics awareness programme is being rolled 
out. We focused our awareness efforts on acceptable 
behaviours and potential conflicts of interest matters to all 
employees during the international fraud awareness week in 
November 2018. 

Going forward, Telkom will perform an ethics maturity 
assessment, which will inform future initiatives and ethics 
training initiatives. The findings from the assessment 
will form the baseline that will be reviewed in FY2022 to 
measure the maturity of Telkom’s ethics programme.

Disclosures in respect of conflict of interests are 
extended to include suppliers. Telkom has a process to 
establish and monitor associations between suppliers 
and employees. This process is overseen by the Telkom 
risk management and forensics departments.
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Exco Board/audit and  
risk committee
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We also undertook key proactive forensic assignments to 
uncover fraud. We are developing and introducing fraud 
detection tools that will increase forensic coverage on certain 
business activities and transactions.

Our key fraud awareness training initiative, titled 
“Fraud or Not” won the 2018 Superior Achievement 
in Branding, Reputation and Engagement (SABRE) 
award in the “Employee Communications” category. 
The SABRE awards are international awards presented 
by the Holmes Report, and recognise internal and 
external communications campaigns that demonstrate 
the highest levels of strategic planning, creativity and 
business results.

Share dealing policy

Our share dealing policy is informed mainly by the Financial 
Markets Act 19 of 2012 and the JSE Listings Requirements. All 
directors and employees are required to adhere to this policy. 
Trading in the company’s securities is not permitted during 
closed and prohibited periods, or where a person is in possession 
of price-sensitive information. Regardless of whether the 
company is in a closed or prohibited period or not, all directors, 
executive employees and certain affected employees in the 
finance function are required to obtain pre-clearance from the 
Dealings committee before dealing in securities.
 
The share dealing policy was enhanced to extend the closed 
period for all affected directors and affected employees 
from five working days to one month before the actual 
closed period start date, and ends on the day of the 
publication of the financial results. This is to ensure that 
affected persons with price-sensitive information are 
protected from non-compliance to the Insider Trading Act, 
1998, Financial Sector Regulation Act 9, 2017, Financial 
Markets Act 19, 2012 and JSE Listings Requirements 
respectively. 

Through the group company secretary’s office, notifications 
are sent out to inform the company of closed and prohibited 
periods to ensure that all parties are aware of such periods.

Management of fraud and 
corruption

We investigate allegations of fraud or irregular 
conduct without regard to any person’s 
relationship with the business, stature, 
position or length of service. Depending 
on the allegations, investigations can be 
instituted against employees, consultants, 
agents, vendors, contractors, and/or any other 
parties that have a business relationship with 
Telkom or any of its subsidiaries, related or 
associated companies.

According to Transparency International Corruption Perception 
Index, corruption is worsening in South Africa. In 2016, 
South Africa was ranked 64 out of 176 countries. In 2018, 
South Africa was ranked 73 out of 180 countries. The institute 
of Risk Management South Africa – South Africa Risk Report for 
2018, lists unmanageable fraud and corruption as the second-
highest of 20 risks facing South Africa. 

Telkom’s fraud risk management (FRM) is managed by 
Telkom group forensics, which has a charter that governs its 
authority, accountability, independence and objectivity. 
We adopted the Committee of Sponsoring Organizations 
of the Treadway Commission and Association of Certified 
Fraud Examiners 2016 FRM guide as our framework. We 
established the economic crimes forum (ECF) to coordinate 
and align economic crime-fighting strategies for Telkom. 
The forum consists of group forensics, security, revenue 
assurance and fraud management, credit management and 
business unit representatives. The ECF ensured that cases 
reported through the Telkom hotline were addressed, and 
that business units do not operate in isolation. 

Several policies are in place to mitigate the risk of fraud   
and corruption, including:

 - BCoE 

 - Fraud policy statement

 - Whistle-blowing policy

 - Prevention of fraud and corruption policy

 - Delegation of Authority

 - Supplier Code of Conduct

Fraud awareness training was presented in Telkom offices in 
the respective regions and Telkom Direct Stores, and presented 
to new employees. We utilised various delivery platforms 
including fraud awareness articles, video messages and face-
to-face delivery. We engaged targeted service providers to 
create awareness about fraud and the importance of adhering 
to Telkom values, BCoE and the Supplier Code of Conduct. 

The fraud awareness messages are engineered to suit 
specific audiences and real cases are used as deterrence. 
We performed fraud risk assessments in each business unit 
to identify key fraud risks and fraud enablers. The identified 
risks are being mitigated and addressed by risk owners. 

Cases per incident type

Group forensics investigated 255 cases. The cases were 
reported through the Telkom Crime Hotline and walk-ins. 
We categorised these cases as indicated in the graph below. 

During the reporting period, 12 employees were dismissed, 
15 employees received various types of warnings and 
12 employees resigned because of investigations being 
instituted against them. Where applicable, we facilitated 
the recovery of fraud loss. Where crimes are committed, we 
report cases to the South African Police Services (SAPS) as 
per the provisions of Prevention and Combating of Corrupt 
Activities Act. In FY2019, people were arrested, prosecuted 
and convicted for defrauding Telkom. Various criminal cases 
are being investigated by SAPS and others are pending 
in court.

Corruption

Fraud

Irregularities
(non-
compliance
to policies or
procedures)

Theft

Early 
resolution
cases

7

70

52

50

76

Collusion between 
employee and vendor 
relating to contract 
management, or payment 
of invoices for  
work not done

Subscription fraud, fleet 
management related 
fraud, recruitment and 
procurement scams, clip on 
fraud, and selling of Telkom 
assets and claiming they 
were lost/stolen

Leak confidential business 
information, conflict of 
interest, using Telkom
resources/equipment 
to perform personal 
business, general non-
compliance to BCoE

Theft of Telkom assets 
and damage to Telkom 
infrastructure

Early resolution cases are 
small, non-core forensic 
cases. They are resolved 
through referrals to 
management or
the relevant department; 
quick reviews; or they are 
closed because of lack of 
evidence or information

Crime Hotline
On 1 December 2018, we integrated the BCX Crime Hotline 
and the Telkom Crime Hotline. Before integration, the BCX 
Crime Hotline received 14 calls which were routed to the BCX 
employee relations department.

The Telkom Crime Hotline (0800 124 000) is independently 
managed and operational 24 hours a day. 
The hotline issues a reference number to each caller so that all 
reports can be followed up. Callers may remain anonymous 
if they wish, and will be updated on the progress of the 
investigation or outcome if they elect for such option. 

Employees can discuss or report any suspected fraud affecting 
Telkom to their line manager or take matters up with legal 
services, employee relations/human resources and/or group 
forensics. All employees and contractors are required to report 
any suspected contraventions of the BCoE. 

During FY2019, Telkom Crime Hotline received 1 515 calls. The 
calls were mainly regarding incidents related to group forensics, 
security, network protection services, and Telkom Mobile. 
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The social and ethics 
committee report
In the spirit of the UN Global Compact Principles, the social and 
ethics committee ensures that Telkom embraces, supports and 
enacts, within its sphere of influence, the core values of human 
rights, labour standards, the environment and anti-corruption.

The social and ethics committee met three times during the 
year and monitors Telkom’s activities, considering any relevant 
legislation, legal requirements and prevailing codes of best 
practice, regarding:

 - Social and economic development

 - Responsible corporate citizenship

 - The environment, health and public safety

 - Consumer relationships

 - Labour and employment

 - Ethical conduct and leadership

 - Stakeholder engagement

The committee’s composition and meeting attendance is on 
page 92. 

The key themes representing the committee’s focus areas 
were sustainable development goals, ethics management, 
social governance and skills development.

Sustainable Development Goals 
The UN Sustainable Development Goals (SDGs) set a long-
term agenda to end poverty, protect the planet and ensure 
prosperity by 2030. Organisations need to assist their local 
governments in the realisation of these goals. Telkom is 
committed to playing its role.

To formalise Telkom’s SDG commitment, we conducted an 
internal survey and workshop in March 2019. The aim was 
to identify, evaluate and prioritise SDGs which Telkom can 
impact materially.

Four SDGs, with selected SDG targets, were identified to 
present the biggest and most material opportunities for 
Telkom to enhance its impact (SDG 4, SDG 8, SDG 9 and 
SDG 12). The SDGs were approved by the exco and noted by 
the social and ethics committee. The four priority SDGs match 
Telkom’s progressive business approach to sustainability 
issues and opportunity realisation. 

We believe that by prioritising and achieving these SDGs and 
selected targets Telkom will:

 - present itself to stakeholders as a responsible global 
corporate citizen while building and improving on the 
group’s sustainability reputation

 - capitalise on the difference the group already makes to 
its communities and the South African society at large

 - support government initiatives, for example, the National 
Development Plan where it aligns to the SDGs

 - develop revenue-generating business opportunities, 
products, services and innovations as Telkom’s 
infrastructure and connectivity have a potential positive 
impact on a wide range of SDGs

Our focus going forward is to: 

 - integrate these four material SDGs and underlying targets 
into the group’s shared value strategy

 - identify the performance goals and objectives associated 
with the material SDGs and selected targets, and measure 
progress accordingly

 - report on Telkom’s progress in future integrated reports

Ethics management
The committee ensures that Telkom’s BCoE provides 
direction and stipulates the values and ethical principles to 
which the group adheres. We supported the development of 
an annual ethics leadership commitment where each director 
affirms their commitment to Telkom’s ethical values and 
principles. 

Telkom reviewed the BCoE and supplementary policies to 
align these elements group-wide, and we are compiling an 
ethics handbook. We plan to conduct an ethics maturity 
assessment in FY2020 to inform future initiatives and ethics 
training initiatives relating to ethical leadership and creating 
an ethical culture. Refer to page 98 for more information.

The Supplier Code of Conduct was revised to address 
subcontracting risk and certain King IV principles. The key 
changes were:

 - Including a Telkom commitment to take all measures 
necessary to prevent dishonesty, fraud and corrupt 
activities

 - A supplier declaration with the Supplier Code of Conduct 
as a pre-requisite for supplier registration

 - Mandatory clause committing subcontractors to the 
Supplier Code of Conduct

 - Aligning the gifts and business courtesies clause in the 
Supplier Code of Conduct to Telkom’s gift policy

Ethical conduct is the underlying principle of all the activities in 
the committee’s terms of reference and we improve adherence 
thereto, through monitoring these activities, with the ethical 
principles and values of the company. 

Reviewing the forensic department’s reports assisted us 
in monitoring the prevalence of corruption and if we are 
mitigating potential fraudulent activities. The forensic 
department instituted interventions aimed at coordinating and 
aligning economic crime-fighting strategies across the group. 
This included the new case take-on model, an outsourcing 
strategy and a new economics crime forum aimed at 
coordinating and aligning the group’s economic crime-fighting 
strategies. We will monitor these initiatives going forward to 
ensure the fight against corruption is sustained.

3

Good corporate citizenship

Telkom developed an overarching corporate citizenship 
policy statement which was approved by the board. 
Going forward, we will develop a corporate citizen 
policy to operationalise the approved policy statement.

Our stakeholder engagement framework and policy 
guide our stakeholder engagement activities. Our 
Stakeholder Management programme is structured 
around identifying stakeholders, engaging with them, 
understanding their challenges and expectations, and 
aligning these to Telkom’s strategic and operational 
objectives and targets.

The committee continually monitors its performance against 
the approved Telkom Foundation strategy. We aim for a 
meaningful impact in society, specifically the educational 
sphere, contributing to future ICT skills. Refer to page 75 for 
more information. 

The board approved continuation of Telkom’s Netcare 911 
sponsorship support of communities. The Netcare 911 
sponsorship positions Telkom’s network as the enabler and 
power behind the essential emergency services offered 
through Netcare 911. This creates goodwill, loyalty and 
affinity for Telkom by supporting our reputation as a caring 
corporate citizen. 

Environment, social and governance 
Telkom is a constituent of the FTSE/JSE Responsible 
Investment Index consisting of 67 constituents. 
The constituents are companies that reflect strong 
environmental, social and governance (ESG) risk 
management practices as measured by an overall ESG 
rating. Being a constituent of the FTSE/JSE Responsible 
Investment Index demonstrates our commitment and effort 
towards embedding sustainability into Telkom’s business 
environment.

Skills development, enterprise 
and supplier development
We discussed skills development extensively at each 
committee meeting to ensure measures are implemented 
to improve Telkom’s B-BBEE performance. Telkom is 
developing a shared value strategy to deliver value to society 
through its business operations, along with the legislative 
and compliance requirements. 

The group absorbed 126 learners at the end of their 
learnership programme, and enrolled 223 previously 
disadvantaged learners with disabilities on a learnership 
programme. This resulted in B-BBEE spend of approximately 
R84 million on training and development of previously 
disadvantaged people in support of promoting equality. 
Refer to page 75 for more information. 

Through FutureMakers, Telkom invested approximately  
R381 million and created about 1 700 direct and 
3 879 indirect jobs since 2015, as part of developing black-
owned companies. Refer to page 75 for more information. 

The Minister of Trade and Industry designated and granted 
approval for B-BBEE facilitator status to the government of 
South Africa, represented by the Office of the Presidency, for 
the 40.5 percent stake held in Telkom. The application was 
approved, and the matter was gazetted accordingly. 

Telkom and BCX certification ratings improved to level 2 and 
1 respectively attributable to improved ownership, skills 
development and enterprise development elements. 

We remain committed to fulfilling the committee’s mandate 
and ensuring the group contributes to the overall upliftment 
of all South African citizens. 

Khanyisile Kweyama
Chairman of the social and ethics committee

Corporate governance report continued
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Remuneration 
report

Feedback from the 
remuneration committee 
chairman
The remco continues to ensure that our reward policy and 
practices unlock maximum value to shareholders and enable 
a financially sustainable business.

Our focus remains on aligning our remuneration philosophy 
and policy in support of business strategic targets and 
priorities. We set remuneration levels to attract and retain 
the required future talent, within the context of overall group 
performance and are mindful of current business challenges. 

We emphasised aligning the remuneration policy, short-term 
incentive (STI) and long-term incentive (LTI) frameworks 
across the group. We integrated overall group performance 
as a payment trigger for STIs. 

It was evident in FY2019 that challenges will remain equal 
for employers and employees alike. Most companies are 
in cost containment phase and technology advancement 
created major opportunities to increase efficiencies creating 
new and exciting jobs in the market. The market environment 
that Telkom operates in is characterised by intensifying 
competition with mobile operators and new entrants to the 
market, which continue to put pressure on the company. 
As the market continuously expands in all spheres of our 
business, our challenge remains retaining experienced 
executive leadership, as well as attracting new talent 
required for the new and growing areas of our business, 
technology and increase in customer value proposition. 
These are among other challenges of the economy, such 
as a slowing global economy as well as continuous protest 
action against poor service delivery. The committee believes 
that the annual increases and awards are appropriate and 
reasonable in the context of the current economic realities, 
and recognises the individual efforts in FY2019. These 
financial achievements are directly aligned on the STIs paid 
to executives and the vesting of share awards. 

14
Policy changes, key decisions and 
focus areas
After continuous assessment of remuneration factors and 
with due cognisance of shareholder feedback, the following 
policy and structure changes were approved by remco: 

 - Established one STI and LTI framework across the group 

 - Implemented one hierarchical structure and job evaluation 
system across the group, including Gyro and BCX

 - STI FY2019 changes:

 - Introduced revenue as one of the financial measures to 
determine the allocation of the STI pool 

 - Although the STI payment is directly linked to overall 
group performance, individual business units are 
required to meet their respective financial targets 

 - An employee must be employed by the group on 
payment date to qualify for the STI payment

 - Clawbacks will be implemented for STI payments for 
gross misconduct or negligence on the part of the 
employee leading to dismissal, or if employees resign 
during a formal disciplinary enquiry/hearing

The remco oversaw that all senior executive positions were 
mapped as part of Telkom’s talent management process 
(page 67). Detail succession planning has been completed 
for senior executive management. 

The remco took the following key decisions:

 - Approved salary increases and adjustments for executives, 
senior management, management and bargaining unit 
employees

 - Approved STIs for executives and a mandate for senior 
management and other employees, and 14th cheque for 
bargaining unit employees

 -  Evaluated and approved the vesting conditions for 
FY2013, FY2014 and FY2015 for the LTI plan (LTIP), and 
FY2015 for employee share ownership plan (ESOP).

 - Set performance conditions for the FY2019 STI plan and 
vesting conditions for FY2018 LTIP and ESOP share awards

Shareholder voting

AGM voting results
FY2018

(percent)
FY2017

(percent)

Remuneration policy 95.84 96.43

Implementation 
report 

73.62 N/A

The remco believes that the objectives 
outlined in the remuneration policy were 
met, and that all decisions complied 
with the policy.

Shareholders’ concern Remco feedback/actions

Upward discretion applied by remco to vesting of 
shares in terms of FCF target

Shareholders wanted to understand the rationale behind the 
discretion applied by remco. They are of the opinion that 
discretion (in principle) undermines the policy/targets set and 
would prefer no discretion to be applied. 

They were particularly concerned that the discretion was 
over FCF where management did not achieve the FCF target. 
Shareholders consider FCF a critical KPI. 

There were suggestions that remco should review KPIs to 
ensure that they are aligned with the “growth phase” of the 
business, and should not over-ride KPIs that drive performance.

The discretion granted in FY2017 will have a 2.5 percent 
impact on the FY2018 vesting of shares awarded in FY2014, 
and a 3.33 percent on the FY2018 vesting of shares awarded 
in FY2015. These shares vested on 1 June 2018 before the 
integrated report was issued and subsequent concerns raised 
by shareholders.

To balance the additional 5.83 percent discretion awarded by 
remco in FY2018, the FY2019 share awards will be adjusted 
downwards by 5.83 percent per participating employee on LTIP. 

Additional forfeitable share awards (ASA) 

Shareholders wanted to understand the rationale behind the 
additional share awards and why the LTI scheme was not 
extended to the core team (top talent), rather than formulating 
a new scheme.

ASA was a component of the original LTI scheme which was 
awarded to exco in 2013 which vested in 2016 based on 
the share price growth as a once-off allocation. The ASA 
naming convention was used to retain top talent and critical 
skill specialists which are reflected under the LTIP, including 
performance conditions and restraint conditions.

The scheme has been renamed to “talent share awards” to 
avoid confusion with the previous ASA scheme.

No clawback provision is in place Clawback will be introduced in FY2020.

The chairman of the board and the chairman of remco 
engaged with shareholders on the resolutions. Shareholders 
raised concerns on the implementation report relating to 
the additional share awards and discretion by remco over 
the FCF. 

Shareholder engagement 
on remuneration policy and 
implementation report
As required by the Companies Act and recommended by  
King IV, the following resolutions will be tabled for shareholder 
voting at the AGM in August 2019 (page 131):  

 - Advisory vote on the remuneration policy 

 - Advisory vote on the implementation report

Should the remuneration policy or the implementation 
report or both be voted against by more than 25 percent 
of the voting rights exercised, an engagement process will 
be initiated with the dissenting shareholders. This will be 
done on behalf of the board by the board chairman,  
remco chairman, and group company secretary to:

 - ascertain the reasons for the dissenting vote

 - appropriately address legitimate and reasonable 
objections and concerns raised

The group company secretary’s office obtained the names 
and details of all dissenting shareholders through Strate in 
the 2018 AGM and assisted in setting up the meetings to 
engage on their concerns.

After engagement with the shareholders, the remco will 
deliberate on the outcome and agree on the most suitable 
way to address legitimate and reasonable objections 
and concerns raised. The committee will then determine 
which objections and concerns are legitimate and require 
intervention. The voting results, concerns and steps taken 
will be disclosed in the FY2020 integrated report as required.

Continue to monitor and benchmark total 
remuneration and practices with market trends

Remco objectives for FY2020

Review remuneration mix to ensure:

 - Appropriate balance exists between STIs and LTIs 
and the group’s short and long-term business 
objectives

 - Focus on critical strategic deliverables

 - Inappropriate risk is properly managed within the 
group

 - Alignment with current business cycle and changing 
operating environment

 - Proper management of potential flight risks of 
critical skill and top talented employees

14
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Remuneration objectives

The remuneration policy is designed to attract talent in a 
competitive labour market and enable Telkom to achieve the 
following objectives:

 - Promote sustainable value-creation through transparent 
alignment with group strategy

 - Ensure proper risk management processes, and that 
remuneration is aligned with short and long-term 
performance

 - Ensure all employees are remunerated competitively 
relative to industry benchmarks, provided with appropriate 
incentives to encourage performance, and rewarded for 
their individual contributions to the group’s success

 - Ensure that remuneration is affordable and reasonable in 
terms of sustainable value-creation for shareholders

 

Remuneration principles

Telkom recognises that, in its competitive environment, 
we need to differentiate ourselves based on strategic roles 
and growing areas of the business to value employees’ 
contribution. Therefore, our remuneration and reward 
policies and practices are based on the following principles:

 - Motivate and reinforce superior performance

 -  Encourage the development of organisational, team and 
individual performance

 - Develop the competencies for future business needs

 - Employees should share in the success of the group

 - Aim to get the appropriate remuneration mix to ensure 
Telkom achieves its strategic objectives

 - Be fair and non-discriminatory

Remuneration structure

As outlined above, our remuneration structure is aligned with the group strategy and the 
agreed risk appetite, which seeks to reward success fairly, responsibly and transparently, 
while avoiding overpaying. 

We follow a holistic, balanced approach across the following remuneration elements, as set out below. 

Element
Guaranteed package 
(GP) STIs LTIs 

Context GPs are influenced by 
the scope of the role 
and the knowledge, 
skills and experience 
required of the position. 

The packages reflect 
the market median, 
which is determined 
through external 
market research.

The STI rewards management 
employees who meet their 
annual performance targets.

The level of achievement 
determines the payment 
against each weighted group 
performance measure.

The STI plan is aligned with 
shareholders’ expectations.

Telkom’s share incentive plans are structured 
to optimise the group’s overall position, while 
providing benefits that will assist the group to 
attract, retain and incentivise executives and top 
talented employees.

The plan is designed to align management and 
shareholder interests and grow shareholder 
value. The objectives are to motivate long-term 
sustainable performance and retain business-
critical and top talented employees.

Type Fixed Variable Variable

Participants 
and 
composition 
of pay

All eligible employees 
in the group

GPs comprise a basic 
pensionable salary, 
retirement provision 
and flexible benefits, 
which include a non-
pensionable allowance 
and a motor allowance 
where applicable.

All eligible management 
employees in the group

STIs comprise a cash payment 
that is payable after finalisation 
of audited financial results.

Bargaining unit employees

14th cheque – payable if the 
group meets financial and 
individual performance targets.

All eligible employees in the group

A free transfer of shares is awarded to employees, 
under the condition of forfeiture in the case of 
termination of service before the vesting/release 
date; and achieving the group’s pre-determined 
performance levels.

 - LTI: Senior leadership, M3 to M0 employees
 - ESOP: middle management and bargaining unit 

employees, A to M4/S4

Desired 
outcome

To offer competitive 
market-related GPs 
to attract, retain and 
motivate talented 
and high-performing 
employees 

Reward employees for 
achieving annual performance 
targets 

Motivate long-term sustainable growth and align 
management’s and shareholders’ interests by 
issuing forfeitable shares.

Conse- 
quences

No increases 
are awarded to 
management 
employees who do 
not meet individual 
performance outputs.

No STI or 14th cheque is 
payable to employees who 
do not meet individual 
performance outputs.

No shares are awarded to employees who do not 
meet individual performance outputs.

No shares will vest if performance conditions are 
not met.

Shareholder requirement: it is expected of 
employees, in M3 and higher levels, to purchase a 
total number of shares equal to 15 percent of GP 
over a three-year period.

Note: The STI and LTI structures will be phased in to the business units based on individual business unit affordability. The aim is to ensure that all employees are 
eligible to participate in these schemes based on affordability and sustainability, which are directly linked to overall group performance.

Remuneration report continued

Independent external 
advisors
Remco contracted the services of an external service 
provider to review the current complexity levels of executive 
directors’ and prescribed officers’ remuneration. This 
included benchmarking the remuneration mix for these 
positions – guaranteed package, STI and LTI. The committee 
is satisfied with its independence and objective view.

We will continue to comply with legislation and King IV 
requirements. While conscious of disclosing sensitive 
information and based on disclosure requirements, this 
report complies with the King IV requirements. 

I would like to thank my fellow remco colleagues for your 
valuable contribution during the year. I look forward to your 
continued support and commitment going forward.

Santie Botha 
Chairman of the remuneration committee

For more details on remco, refer to page 91.

The rest of this remuneration report is divided into the 
following two sections:

Section 1: Our remuneration philosophy, policy and 
framework for FY2019

Section 2: Implementation report and remuneration 
disclosure of executive directors, non-executive directors 
and other prescribed officers for FY2019.

The remuneration report relates to FY2019. It does not take 
into account changes after year-end.

Our remuneration 
philosophy, policy and 
framework FY2019 
Remuneration philosophy  
and policy

The Telkom remuneration strategy is 
designed to attract, motivate and retain 
high-calibre talent, and supports the 
delivery of our strategy in a sustainable 
manner without encouraging undue risks. 

As the market expands with operators in all spheres of our 
business, it is increasingly challenging to retain experienced 
executive leadership, and to attract the necessary talent 
required for the new and growing areas of our business. 
Meeting these challenges requires a competitive and 
attractive remuneration offering.

To ensure we remunerate all employees, including non-
executive directors competitively, we use market and 
industry benchmarks. These benchmarks determine 
appropriate market-related offerings, higher than minimum 
prescribed wages.

Telkom recognises “equal pay for work of equal economic 
value” and strives to remunerate employees doing 
substantially the same work, within the same range under 
the Labour Relations Act. Telkom recognises that there could 
be differences which are attributed to the following:

 - Individual respective seniority or length of service

 - Individual respective qualifications, ability, competence or 
potential above required levels of performance for the job

 - Individual performance – all employees are equally subject 
to Telkom’s performance management system

 - Demotion due to restructuring without a concomitant 
reduction in remuneration

 - Individual lack of relevant experience for a job level

 -  Any other non-discriminatory differentiator

Fair and responsible remuneration

Telkom applies the principles of fair remuneration 
based on job complexities and relative job worth, 
including similar performance outcomes. Our 
remuneration policy follows the same fundamental 
principles across all levels of employees. 

We continuously review our practices to ensure that 
remuneration levels are appropriate across functional 
areas of the business and that employees are 
remunerated fairly. Where any anomalies are identified, 
these are addressed as part of our annual remuneration 
review process.

Balance the discretion applied by the remco in 2018 to 
the vesting of shares in terms of FCF target

Focus on harmonising certain benefits for the entire 
group to ensure fair and consistent application across 
the group

The additional 5.83 percent discretion will be adjusted 
downwards by 5.83 percent per participating employee 
on LTIP, with the 2019 share award.

Three targeted areas for implementation:

 - One retirement fund for all group employees: Gyro 
participates in the Telkom retirement fund and BCX 
partially due to section 197 transfer of ex-Telkom 
employees to BCX in 2016 and 2017. The envisaged 
implementation date is 1 October 2019.

 - Alignment of leave benefits: The alignment of 
vacation leave has started and sick leave benefits are 
aligned with Basic Conditions of Employment Act. 
Other leave types will be implemented following a 
phase-in approach.

 - Aligning the medical aid provision: This has started 
and is included in the total cost-to-company concept.

Remco objectives for FY2020 continued
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Bargaining unit employees

Telkom follows a balanced approach in granting annual 
salary increases for bargaining unit employees with 
due consideration of the Consumer Price Index, market 
movements and affordability.

A final wage offer was offered to organised labour during the 
FY2018 substantive negotiation process. Highlights of this 
offer, that was implemented with effect from 1 April 2018, 
are reflected below:

Period of the 
agreement

1 April 2018 to 31 March 2020

General 
salary 
increase

 - 3 percent based on the market 50th 
percentile of the employee’s functional 
area per job grade, for the period         
1 April 2018 to 31 March 2019

 - For 1 April 2019 to 31 March 2020,   
a 6 percent general increase based 
on the market 50th percentile of 
employee’s functional area

 - Introduced revenue as one of the 
financial measures to determine the 
allocation of the STI pool

Job security During the period 1 April 2018 to            
31 March 2019:

 - A moratorium on section 189 
processes as contemplated by the 
provisions of the Labour Relations Act, 
66 of 1995, as amended (LRA)

 - Telkom did not transfer employees 
falling within the recognised bargaining 
unit levels, in line with the provisions 
of section 197 of the LRA. However, 
outsourcing within the group is allowed 

 - The company will engaged organised 
labour at an appropriate forum if there 
was a need to open VSP and/or VERP 
at any time during the duration of this 
agreement

Performance Pays 
Performance Pays was introduced for bargaining unit 
employees in FY2017, to focus on customer satisfaction, 
fault rate improvement, productivity and quality. 
Performance metrics were designed with a direct and clear 
line of sight for day-to-day activities and deliverables.
Our operating model has changed significantly and there was 
a need to redefine its impact on business performance, profit 
margins, productivity and actual payouts. The following 
deficiencies were identified in the current system:

 - Performance Pays is not aligned with the group’s ability to 
generate revenue

 - The current individual performance metrics do not support 
the overall objectives of Performance Pays; individual 
metrics create silo mentality

 - Some divisions/jobs do not have appropriate metrics, 
which detracts from the objectives

 - Employees should be collectively incentivised based on 
their overall contribution towards regional and national 
performance across the value chain

 - The Openserve business model changed and the way we 
measure production is no longer appropriate

 - The Performance Pays metric requires simplification – 
employees need to fully understand the measurements 
and what is collectively required to sustain business 
performance

The proposed changes to Performance Pays are 
highlighted below:

 - Payments will be based on additional value created 
towards the group achieving its revenue and business 
objectives/targets

 - Trigger of payment 

 - Achieving the quarterly net operating revenue target at 
business level 

 - Hurdle rate of 95 percent of net operating revenue 

 - Individual employees must at least meet individual 
performance targets of a “3” performance rating to 
qualify for any payment 

 - Performance Pays targets/efficiency measures will be 
per weighted per business unit and corporate centre 
measures  

 - The amount available per quarter will be determined based 
on achieving the metrics  

 - All support employees/non-field employees not based in 
regions, will be measured against a national composite score 

 - All regional support non-field employees will be measured 
against region (average of regions) 

 - All corporate centre employees will be measured against 
the overall composite score of the group 

 - Performance differentiation will depend on individual 
performance ratings and distributed based on individual 
performance assessment categories

The new Performance Pays scheme will ensure that 
employees are incentivised for their collective contribution 
towards the entire value chain and that payments are based 
on additional value-creation.

Benchmarking
To ensure that our remuneration levels remain 
competitive, we use industry and country-specific 
benchmarking. In support of our remuneration strategy, 
it is critical that our total remuneration structure 
remains competitive to attract future required skills and 
retain talented employees. 

For the remco to set appropriate remuneration 
levels and guaranteed packages for directors and 
senior executives, remuneration is benchmarked 
by independent remuneration consultants, data is 
provided in national executive remuneration surveys, 
and information is disclosed in the integrated reports of 
industry-specific and JSE-listed companies. Companies 
with similar market capitalisation and size are used in 
the benchmarking process. 

Remco ensures an appropriate peer group review is 
conducted to retain the integrity and appropriateness 
of the benchmark data. Executive pay is benchmarked 
annually.

Remuneration report continued

Exco

GPs are in line with similar roles in the comparable market 
analysis according to organisational size, profitability and 
complexity. They are influenced by the scope of the role and 
knowledge, skills and experience required of the employee. 
GPs are reviewed and set against market median. 

Executive and management employees

GPs for management levels are reviewed annually as part 
of the group’s overall remuneration review process and are 
assessed against individual performance.

Guaranteed packages

GPs are aligned throughout the group with no significant 
disparities. Benefits and service conditions are similar within 
the group. Therefore, there is no immediate need to align 
benefits. The GPs consist of a basic pensionable salary, 
retirement provision and flexible benefits.

Flexible benefits include the following:

 - Company contributions to retirement

 - Other flexible benefits:

 - Travel/motor allowance

 - Non-pensionable allowance

 - Company contributions to medical aid

 - Management provident fund

Employees are not entitled to annual GP increases. Annual 
increases are subject to industry market conditions, 

employee performance, internal equity, strategic 
investments and the group’s overall financial position, 
financial performance and affordability. The packages 
are reviewed against individual performance, set against 
a market median, and determined on a total 
cost-to-company basis.

Employees can structure their packages within the 
framework of the applicable policies, practices and 
regulations. Remuneration adjustments outside the 
annual remuneration review process may be considered 
in exceptional circumstances and will be subject to 
authorisation.

All positions are evaluated to determine their relative value 
and contribution in terms of complexity and required 
outcomes. Positions are evaluated using the group’s job 
evaluation system, which correlates with the Paterson Job 
Grading System. Telkom implemented a uniform hierarchical 
structure within the group.

wasGP increase
3%

The average

(FY2018: 6 percent)

MO

M1

M2

M3

M4/5

M6

OP1/2/A

Hierarchical level of leadership Telkom grade

Hierarchical level Level of leadership Telkom grade Subsidiary hierarchy

Group CEO Exco 

CEOs/ 
group chief officers

Exco CEO 

Group/managing
executives

Executive  
leadership Chief officers

Executives Executive  
leadership

Managing group executives/
executives

Senior manager/ 
manager

Management Senior manager/ 
manager

Operations manager/ 
supervisor

Junior  
management

Operations manager/ 
supervisor

Support staff/ 
technician/specialist

Operational –  
bargaining unit

Support employees/ 
technician/ specialist

for exco, executive 
and management 
employees
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Benchmarking continued

Executive directors’ and senior management’s 
remuneration is benchmarked against an executive 
remuneration survey provided by Korn Ferry and 21st 
Pay Solutions, and PwC remuneration surveys are used 
for lower-level employees. 

Total remuneration, GP, STI and LTI are set against a 
market median for targeted performance.

Group CEO

The group CEO is rewarded based on the delivery of the 
strategic and operational objectives in line with shareholder 
expectations and business strategy. The remuneration strategy 
for the group CEO is designed to align remuneration with 
long-term shareholder growth and sustainable profitability. 
The reward should demonstrate the critical and pivotal role 
the group CEO plays in the group’s strategic objectives and 
operational goals.

The following key performance areas were contracted with 
the group CEO:

Group CFO 

The following key performance areas were contracted with the group CFO:

Impactful performance 
management

Performance management is one of our 
human capital focus areas (page 67).

Performance culture and systems are critical enablers to 
executing business strategies. They create transparency 
within our performance management system. An integrated 
talent management approach supports developing 
employees through real-time coaching and feedback. 
We focus on defining KPIs for the group CEO, group CFO, 
business unit CEOs and their direct reports inclusive of front-
line employees. 

The group implemented a cloud-based SuccessFactors 
performance management system which enables:

 - cascading of output plans – system driven;

 - employees can submit output plans to create ownership 
on all levels;

 - continuous/real-time coaching and feedback, that will take 
place on the system; and

 - aligning performance with talent discussion.

Weighting Category Key metrics Measures

40% Financial  - Delivers robust revenue growth

 - Grow investment earnings 

 - Provides a satisfactory return on 
shareholders investment

 - Ensures long-term financial sustainability

 - Percent increase in total revenues

 - Percent increase in EBITDA 

 - Percent return on invested capital (ROIC)

 - Increase in FCF

25% Executing 
key strategic 
milestones

 - Allocate resources in the most productive 
way to enhance value

 - Effective operating model, establish 
separate SMB division

 - Align and grow top-line growth and 
adjacencies markets

 - Total shareholder return

 - Market cap premium to net asset   
value (NAV)

 - Percent top line growth

 - Analyst ratings of Telkom group

 - BCX turnaround percent growth

 - SMB business growth and profit margins

 - Expand and improve enabling 
infrastructure technology platform

 - Connect customers through fixed, mobile 
and fibre solutions

 - Deliver infrastructure and service 
solutions to corporate customers

 - Market share

 - Percent increase in customer base

 - Percent improvement in network 
efficiency

20% Customer 
experience

 - Empowers staff to provide excellent 
service to all customers

 - Ensures a high level of retention of 
existing customers

 - Orange index

 - Customer retention index

 - Composite score improvement

15% People goals 
(leadership and 
employees)

 - Talent management

 - Succession plans for executive 
management

 - Identify top talent and critical skills

 - Acquires and inspires employees to 
develop to their maximum potential

 - All executive positions to be mapped

 - Identified successors for each position

 - Retention of top talent/critical skill 
specialists

 - Quality of succession pipeline

Weighting Category Key metrics Measures

40% Financial  - Deliver robust revenue growth

 - Grow earnings 

 - Provides a satisfactory return on 
shareholders investment

 - Ensures long-term financial sustainability

 - Percent increase in total revenues

 - Percent increase in EBITDA

 - Percent ROIC

 - Increase in FCF

30% Executing 
key strategic 
milestones

 - Creating an environment of financial 
certainty supporting confident execution

 - Ensuring the finance function effectively 
aligns to and supports all other business 
units

 - Effectively manage the investor interface 

 - Accurate long-term financial modelling

 - Peer service and support ratings

 - Project deliverables

 - Analyst ratings of Telkom group

 - Guide the capital expenditure and asset 
management of the group 

 - Manage the balance sheet, in particular 
debt levels, of the group

 - Control the level of operational 
expenditure within prudent risk levels

 - Accurate capex programme, capex to 
revenue ratio

 - Net debt to EBITDA ratio

 - Budgetary compliance

 - Provides a compliant and appropriate 
risk control environment

 - Enhance the quality and effectiveness of 
the function throughout the group

 - Audit results

 - Peer service and support ratings

 - Risk compliance

20% Customer 
experience

 - Orange index  - Composite score improvement

10% People goals 
(leadership and 
employees)

 - Talent management and succession 
planning

 - Performance management

 - Acquire and inspire employees to 
develop to their full potential

 - Number of executive positions mapped 
and successors identified aligned with 
Talent management framework

 - All employees have individual 
performance plans

 - Identify group financial KPIs to be 
cascaded

Remuneration report continued
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LTI plan 
In terms of the forfeitable share plan (FSP), a free transfer 
of shares is awarded to employees, under the condition of 
forfeiture in the case of termination of service before the 
vesting/release date; and achieving the group’s   
pre-determined performance levels.

From the award date, the employee has shareholder rights to 
receive dividend rights and voting rights. The Telkom LTIP is 
an FSP define, and has two components:

- LTIP (senior leadership, M3 to M0)

- ESOP (middle management and bargaining unit, A to M/S4)

Shareholding requirement

To encourage shareholding and to create long-term sustainable 
growth, and to align management and shareholder interests, 
executives are expected to hold a total number of shares equal 
to 15 percent of GP over a three-year period. It should be 
retained for minimum of 24 months.

No shares will vest until the minimum requirement has  
been met.

Termination of employment 

The following conditions will apply when an employee’s 
employment is terminated: 

 - Resignation, dismissal and/or abscondment: If a 
participant ceases to be employed by the group before 
the vesting date, by reason of his resignation, dismissal or 
abscondment, he shall cease to be entitled to any rights 
associated with the award. The forfeitable shares that are 
the subject of the award, shall be forfeited

 -  Death, redundancy, medical disability and retirement: 
If a participant ceases to be employed by the group 
before the vesting date for these reasons, a portion of the 
awards shall vest on the date of cessation of employment. 
The portion that vests shall be pro-rated to reflect the 
number of full months that have elapsed at the date of 
cessation of employment relative to the total months of 
the performance period (with any remaining balance not 
vesting being forfeited). The performance condition shall 
not apply to the vesting of the awards

Vesting of awards

The performance conditions are measured after three years, 
and the number of shares to vest is based on the extent to 
which the performance conditions are met.

Vesting period: LTI plan (percent)

Vesting period: ESOP (percent)

Remuneration report continued

Award 
(M3 – 
M0) 20

16

20
17

20
18

20
19

20
20

20
21

20
22

20
23

To
ta

l

2013 50 30 20   100

2014 50 30 20 100

2015   50 30 20 100

2016 50 30 20 100

2017 50 30 20 100

2018 50 30 20 100

Total 50 80 100 100 100 100 50 20  

Award 
(A – 
M4) 20

16

20
17

20
18

20
19

20
20

20
21

To
ta

l

2013 100 100

2014 100 100

2015 100 100

2016 100 100

2017 100 100

2018 100 100

Total 100 100 100 100 100 100 100

The following table indicates the percentage target 
achievement to determine the number of shares to vest.

Short-term incentives

The STI rewards management employees 
who meet annual performance targets. The 
level of achievement determines payment 
against each weighted group performance 
measure. The STI plan is designed and 
aligned with shareholder expectations.

STI plan changes

The board approved the following changes to the FY2019 
STI plan for eligible management employees:

- Introduced revenue as one of the financial measures to  
 determine the allocation of the STI pool

- An individual must be in the employment of the group on  
 payment date to qualify for the STI payment

- Clawbacks will be implemented from STI payments for  
 gross misconduct or negligence on the part of the   
 employee leading to dismissal, or if employees resign   
 during a formal disciplinary enquiry/hearing

The FY2019 plan was approved with the following clearly 
defined principles: 

Triggers EBITDA and profit after tax (PAT) must be 
achieved on a group level to trigger any 
STI payment for the group:

 - If the group meets its targets

 - The final STI payment/amount available 
at the end of the financial year will be 
allocated to business units based on 
the discretion of the group CEO and the 
business unit’s performance

Allocation STI pool will be determined by the 
achievement of the following targets

 - Group EBITDA before STI

 - Group PAT before STI

 - Group revenue

 - Each allocation will have a 33.3 percent 
weighting

STI payout 
mechanism

 - Base 7.9 percent of group PAT before 
STI (STI pool)

 - Group STI pool payment for FY2019 
was R243m after tax

The remco annually recommends the STI plan’s rules, targets 
and measurements to the board for approval, subject to the 
final audited actual group performance.

Eligible bargaining unit employees participate in 
Performance Pays and 14th cheque payment instead of 
an STI plan. Employees who perform at or above a score 
3 performance rating each year, will each receive a 14th 
cheque. This is calculated based on the individual GP 
value subject to the group meeting its financial 
performance targets. 

STI plan awarded for FY2019

In accordance with the approved group STI plan, STIs 
were allocated to business units based on their actual 
achievement and divisional performance. Individual 
performance is recognised in the respective business 
units based on the achievement of individual performance 
contracts. FY2019 group STI targets and achievements are 
shown below.

Performance 
criteria

Weighting 
(percent)

Baseline 
FY2018

Target 
FY2019 

(R’million)

Actual 
achieve-

ment

Achieve-
ment 

(percent)

Group 
EBITDA 
before STI

33 10 910 11 216 10 889 97.1

Group PAT 
before STI

33 3 422 2 788 3 053 109.5

Revenue 33 41 018 43 790 41 774 95.4

Target
 achievement  

 (percent)
Share vesting

(percent) 

Target 100 100

Hurdle 90 50

Less than hurdle 
rate

<90 0

Achievement 
(percent)

Pay-out of 
STI pool

(percent)Target

Less than  
hurdle rate <95 0

Hurdle rate 95 95

Target 100 100

Stretch 110 110

Maximum cap 120 120
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The table below sets out the threshold sliding scale:

Talent share awards (previously named 
additional share awards)

Telkom’s talent management aims to identify, develop, 
refresh and retain highly talented and diverse individuals to 
ensure a continuous supply of candidates and successors 
in leadership and critical positions. Telkom aims to 
reposition itself as a leading professional community with 
highly talented and skilled workforce, which will provide a 
competitive edge.

The purpose of the additional talent share awards is to 
provide a reward mechanism that motivates and retains 
key critical and core talented individuals to meet business 
requirements. Talent shares are awarded for top talent 

FY2019 share award 

Based on the share allocation policy, 4 689 309 forfeitable shares were awarded to permanent employees who were in the service 
of the group on the award date, 1 June 2018 at a share price of R56.30 each.

The following performance conditions were set for the vesting of the FY2019 share awards:

and critical skill specialists based on the talent mapping 
process and business requirements. A total of 29 employees 
participate in the scheme (FY2018: 32 employees). 

Vesting conditions of the talent share awards:

Vesting is based on achieving the TSR over the three-year 
vesting period.

The employee must remain in the service of the group for 
the full three-year vesting period.

In accepting the shares, the employee further agrees to a 
restraint period of six months, should the employee resign 
at any stage and for whatever reason. It is required that the 
employee signs a restraint of trade agreement. 

Achievement % 90 91 92 93 94 95 96 97 98 99 100

Vesting % 50 55 60 65 70 75 80 85 90 95 100

Category Performance condition
Weight

(percent)

Target 

FY2018 FY2019 FY2020 FY2021 FY2022

Financial

TSR 50 Risk free* 
+ 4%

Risk free* 
+ 4%

Risk free* 
+ 4%

Risk free* 
+ 4%

Risk free* 
+ 4%

HEPS 25 As per the business plan

Return on invested capital 
(ROIC) 25 As per the business plan

 - Total shareholder return: TSR combines share price appreciation and dividends paid to show the total return to the 
shareholder expressed as an annualised percentage. 

 - ROIC: Invested capital is the book value of fixed assets plus current assets less current liabilities less cash.

 - HEPS: The weighted average number of shares outstanding excludes treasury shares.

LTIP – 20% vesting of the 2013 share award

Year NPS
NPS 
achievement

Percent 
achieved

Percent 
weighting

Percent 
vesting

FY2014 Baseline 9.0 0 20 0

FY2015 6.6 5.7 0 20 0

FY2016 7.9 3.8 0 20 0

FY2017 9.0 4.8 0 20 0

FY2018 34 45 132 20 20

Total achievement   100 20

Important notice:
The discretion granted in 2017 will have a 2.5 percent 
impact on the 2018 vesting of shares awarded in 
2014 and a 3.33 percent impact on the 2018 vesting 
of shares awarded in 2015. Remco will rectify the 
additional 5.83 percent discretion awarded by reducing 
the 2019 share awards downwards by 5.83 percent per 
participating employee in the LTIP. 

Remuneration report continued

% Achievement less than hurdle (50%) – 0% vesting

LTIP - 30% vesting of the 2014 share award 

Category
Performance 
condition

Weight
(percent)

Target – rand value Achieve-
ment
(percent)FY2015 FY2016 FY2017 FY2018

Financial 
70%

TSR

20

Risk free* + 
4% (R19.91)

Risk free* + 
4% (R21.88)

Risk free* +
4% (R24.0)

Risk free* 
4% (R26.67)

20
Overall achievement R79.2

(396%)
R57.57
(263%)

R75.03  
(312%)

R52.94 
(198.5%)

HEPS

30

419 cps 333 cps 526 cps 616 cps

30Overall achievement 607 cps 
(144%)

330 cps 
(100%)

730 cps 
(138%)

598 cps  
(97%)

FCF 10 R901m R2 958m R4 021m R996m

5
Overall achievement R1 332m 

(140%) (2.5)
R2 212m

(745%) (0)
(R862m) (0%) 

(0) Remco 
discretion 

2.5%

R501m
(50%) (0)

Return on invested 
capital (ROIC) 10 8.30% 9.80% 12.10% 14.90%

10
Overall achievement 12.2%

(146%)
9.6%

(98%)
14.5%

(119%)
10.7%

(71.8%)

Operational
30%

Customer first
Customer loyalty 
measure (CLM) – 
Telkom overall 
quality (Revenue 
weighted composite 
score) 
Baseline 58.6 
(FY2015)

15

59.9

Actual: 58.7

Achievement: 
98%

61.7

Actual: 55.5

Achievement: 
89.95%

63.4

Actual: 56.7

Achievement: 
89.43%

65.79

Actual: 63.72

Achievement: 
96.85%

14

Overall achievement 94%

Customer experience

15

Composite 
score: 1

Composite 
score: 1

Composite 
score: 1

Composite 
score: 1

14

TSA 100 Index Threshold: 
0.90

Threshold: 
0.90

Threshold: 
0.90

Threshold: 
0.90

Composite 
score: 0.98

Composite 
score: 0.99

Composite 
score: 0.96

Composite 
score: 0.87

- Assurance index Actual: 0.96 Actual: 0.93 Actual: 0.87 Actual: 0.81

- Fulfilment index Actual: 0.99 Actual: 1.05 Actual: 1.05 Actual: 0.93

Overall achievement 95%

Total vesting 100 93 
 
Note: 93 percent achievement equates to 65 percent vesting.

* Government bond (R207) with a three-year term to maturity to correspond with term of vesting. A risk free rate of 7.71 percent plus 4 percent equates to CPI plus 
   70.6 percent (real return).

* Government bond (R207) with a three-year term to maturity to correspond with term of vesting. A risk-free rate of 7.71 percent plus 4 percent equates to CPI plus 
   70.6 percent (real return).
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Category
Performance 
condition

Weight
(percent)

Target – rand value Achieve-
ment
(percent)FY2016 FY2017 FY2018

Financial 
70%

TSR 20 Risk free* + 4% 
(R21.88)

Risk free* + 4% 
(R24.0)

Risk free* + 4% 
(R26.67) 20

Overall achievement R57.57 (263%) R75.03 (312%) R52.94(198.5%)

HEPS
30

333 cps 526 cps 616 cps
30

Overall achievement 330 cps (100%) 729.8 cps (138%) 598.0 cps (97%)

FCF 10 R2 958 m R4 021m R996 m

3Overall achievement R2 212 m (74.7%) 
(0)

(R862) (0%) (0) 
Remco discretion 

3.3%

R501 m (50%) (0)

Return on invested 
capital (ROIC) 10 9.80% 12.10% 14.90%

9.6

Overall achievement 9.6% (98%) 14.5% (119%) 10.7% (71.8%)

Operational
30%
 
 
 
 
 
 

Customer first 

CLM – Telkom 
overall quality 
(Revenue weighted 
composite score)

Baseline 58.6 
(FY2015)

15

61.7

Actual: 55.5

Achievement: 
89.95%

63.4

Actual: 56.7

Achievement: 
89.43%

65.79

Actual: 63.7

Achievement: 
96.85%

14

Overall achievement 92%

Customer experience

15

Composite score: 1 Composite score: 1 Composite score: 1

TSA 100 index Threshold: 0.90 Threshold: 0.90 Threshold: 0.90

Composite score: 
0.99

Composite score: 
0.96

Composite score: 
0.87 14

- Assurance index Actual: 0.93 Actual: 0.87 Actual: 0.81

- Fulfilment index Actual: 1.05 Actual: 1.05 Actual: 0.93

Overall achievement  94%

Total vesting  100  91 

ESOP 100% vesting of the 2015 share award

Category
Performance 
condition

Weight
(percent)

Target – rand value Achieve-
ment
(percent)FY2016 FY2017 FY2018

Operational
100% 

Customer first 

CLM – Telkom 
overall quality 
(Revenue weighted 
composite score)

Baseline 58.6 
(F2015)

50

61.7

Actual: 55.5

Achievement: 
89.95%

63.4

Actual: 56.7

Achievement: 
89.43%

65.79

Actual: 63.72

Achievement: 
96.85% 46

Overall achievement 92%

Customer experience

50

Composite score: 1 Composite score: 1 Composite score: 1

47

TSA 100 index Threshold: 0.90 Threshold: 0.90 Threshold: 0.90

Composite score: 
0.99

Comp osite score: 
0.96

Composite score: 
0.87

- Assurance index Actual: 0.93 Actual: 0.87 Actual: 0.81

- Fulfilment index Actual: 1.05 Actual: 1.05 Actual:0.93

 Overall achievement 94%

 Total vesting 100 93

LTIP – 50% vesting of the 2015 share award Summary of 2018 vesting (shares awarded in 2013, 2014 and 2015) 
 
The following shares vested on 1 June 2018 at a share price of R52.39: 

See summary below:

Award date Scheme

Percent of 
performance

 conditions achieved
Percent of 

shares vested
Total number of

shares vested
Total shares 

forfeited
Total shares

awarded

2016 LTIP – group CEO 100 50 32 844 0 32 844

2013 LTIP 20 0 0 146 082 146 082

2014 LTIP 93.35 65 177 704 95 685 273 389

2015 LTIP 90.83 55 185 663 151 901 337 564

2016 ESOP 93 65 1 405 060 755 854 2 160 914

Total 1 801 271 1 149 522 2 950 793

Total number of shares issued up to 31 March 2019 

Year awarded FY2014 FY2015 FY2016 FY2017 FY2018 FY2019

Date awarded November 2013 April 2015 June 2015 June 2016 June 2017 June 2018

Total number of shares available 26 039 195 23 614 292 20 951 952 22 298 684 18 452 669 15 079 524

Total number of shares awarded (6 559 290) (4 685 734) (4 733 159) (4 886 209) (5 444 803) (4 690 621) 

Subtotal 19 479 905 18 928 558 16 218 793 17 412 475 13 007 866 10 388 903

Forfeited shares 4 134 387        2 023 394            2 369 765        1 040 194              771 097                341 677 

Shares purchased   3 710 126           1 300 561                901 068 

Remaining shares available 23 614 292 20 951 952 22 298 684 18 452 669 15 079 524 11 631 648

Employment contracts

Group CEO

Sipho Maseko was appointed on 1 April 2013. He is a 
full-time employee with a three-month notice of termination 
period. He may be required to work notice, be placed on 
garden leave or, if not required to work, full notice may be 
paid in lieu of notice period on duty.
 
There are no other obligations in executive employment 
contracts that could give rise to payments on termination of 
employment or office. Refer to page 88 for the group CEO’s 
other directorships.

External directorships

Executive directors can hold one external directorship in any 
company following board approval. All compensation earned 
from external directorships will accrue to Telkom. The board 
may decline executive director’s external directorships as it 
sees fit. Refer to page 88 for external directorships.

The treatment/approval thereof varies according to the 
applicant level.

10

Other prescribed officers

All prescribed officers are employed on a full-time 
employment contract. Employment contracts require 
three months’ notice of termination by the employee or the 
company. Employees may be required to work notice, be 
placed on garden leave or, if not required to work, full notice 
may be paid in lieu of notice period on duty.

Employees must be in service on payment date to qualify for 
STI payments subject to individual and group performance. 
No STI is payable in cases of dismissals. Pro rata payments 
only apply to new appointees for the number of months 
in service during the financial year. Employees must be 
in service on the vesting date of shares to qualify for any 
vesting.

There are no other obligations in executive employment 
contracts which could give rise to payments on termination 
of employment or office.

The retirement age for executive directors is 65 years. 
A standard restraint of trade clause is incorporated into 
the employment contract for a maximum of three 
months without reward.

Remuneration report continued

Note: 91 percent achievement equates to 55% vesting.

Note: 93 percent achievement equates to 65 percent vesting.

7

* Government bond (R207) with a three-year term to maturity to correspond with term of vesting. A risk free rate of 7.71 percent plus 4 percent equates to CPI plus 
   7.06 percent (real return).
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Executive directors’ total remuneration
The aggregate remuneration, benefits paid and STIs approved in respect of FY2019:

Rand GP STI 
Motor car
insurance

Funeral 
benefit

LTI 
(vested 
shares)

Dividend paid 
on unvested 

shares 
Total

FY2019

Company***
contribution

towards TRF -13%

Executive directors

SN Maseko         8 291 500 7 006 091              11 997                        99            5 301 396 2 568 699 23 179 782                   928 648 

DJ Fredericks*         1 432 988 500 000                 2 999             1 650 285 1 179 285 4 765 557  152 756 

TBL Molefe**   3 155 663 2 308 254                99                             576 660 6 040 676 237 937 

Total 12 880 151 9 814 345   14 996              198            6 951 681 4 324 644 33 986 015                   1 319 341 

Note: Dividends paid are dividend received during the financial year based on unvested FSP share awards. This does not include dividends received on shares vested shares.

The aggregate remuneration, benefits paid and STIs approved in respect of FY2018: 

Rand GP STI
Motor car 
insurance 

LTI 
(vested
shares)

Total
FY2018

Company 
contribution 

towards TRF –13%

Executive directors

SN Maseko 8 050 000 7 580 163 11 997 11 551 650 27 193 810 901 600

DJ Fredericks 5 565 000 4 123 055 11 997 3 888 066 13 588 118 593 299

Total 13 615 000 11 703 218 23 994 15 439 716 40 781 928 1 494 899

Prescribed officers’ remuneration 
The aggregate remuneration, benefits paid and STIs approved for FY2019 are set out in the following table.

FY2019 emoluments per prescribed officer

Rand GP STI
Motor car
insurance

Funeral
benefit

Severance
pay

LTI 
(vested 
shares)

Total
FY2019

Pension TRF
13%

TBL Molefe1       1 051 888 769 418 – – 1 821 306              79 312 

DJ Fredericks2 4 298 963 1 500 000 8 997                    99 5 808 059 458 269 

PJ Bogoshi3   3 916 667 2 882 223 –  99 6 798 989 381 875 

S Taukobong4 5 000 000 3 665 238  8 997  99 8 674 334 455 000 

AN Samuels 5 150 000 3 414 416  11 997  99  1 150 851 9 727 363 388 310 

CJ Moganwa5 1 181 151 –  74 1 181 225 102 598 

AC Beukes6 1 287 398 815 893  3 612  99  – – 2 107 002 116 167 

LTS Maloba 3 552 500 1 777 150 –  99  – – 5 329 749 300 186 

NM Lekota 3 493 760 2 553 963 –  99  – – 6 047 822 366 845 

L Siyo7 2 933 333 1 760 000 10 997 – – – 4 704 330 58 667

IM Russell8 833 333 –  2 999 – 3 066 987  7 079 081 10 982 400  65 000 

Total      32 698 993   19 138 301     47 599                  767        3 066 987        8 229 932 63 182 579        2 772 229 

Implementation report - 
and remuneration 
disclosure of executive 
directors, non-executive 
directors and other 
prescribed officers for  
the financial year ended  
31 March 2019.
The implementation report highlights the 
outcomes of the implementation of the 
approved remuneration policy. 

Potential consequences on the total 
remuneration

The potential consequences of the remuneration policy on 
the total remuneration for executive directors and prescribed 
officers are illustrated below: hurdle rate, on-target earnings 
and maximum cap. Actual remuneration in the year under 
review is also included.

More details are reflected in the implementation report.

Prescribed officers

Remuneration report continued

Group CFO (R)

Hurdle

GP

STI

LTI

Target Actual Max

16 000 000

14 000 000

12 000 000

1 0000 000

8 000 000

6 000 000

4 000 000

2 000 000

0

Note: The group CFO graphs reflects annual remuneration and not the 
  pro rata portion since appointment as group CFO. 

Group CEO (R)

Hurdle

GP

STI

LTI

Target Actual Max

35 000 000

30 000 000

25 000 000

20 000 000

15 000 000

10 000 000

5 000 000

0

16 000 000

14 000 000

12 000 000

1 0000 000

8 000 000

6 000 000

4 000 000

2 000 000

0

Prescribed officers (R)

Hurdle

GP

STI

LTI

Target Actual Max

Group CFO
Hurdle Target Actual Max

GP   4 207 550 4 207 550 4 207 550 4 207 550 

STI  2 158 305  3 366 040  3 077 671 5 049 060 

LTI 1 577 831  3 155 663         –     5 259 438 

Total 7 943 686 10 729 253 7 285 221 14 516 048

Hurdle Target Actual Max

GP 4 478 167 4 478 167 2 976 566 4 478 167 

STI 3 403 407 3 582 533 1 737 830 4 299 040 

LTI 1 679 313 3 358 625 822 993 5 597 709 

Total 9 560 887 11 419 325 5 537 389 14 374 916

Group CEO
Hurdle Target Actual Max

GP 8 291 500 8 291 500 8 291 500 8 291 500 

STI 5 316 510 8 291 500 7 006 091 9 949 800 

LTI 6 218 625 12 437 250 5 301 396 16 583 000 

Total 19 826 635 29 020 250 20 598 987 34 824 300

    * Stepped down as executive director on 30 June 2018.
  ** Appointed as group CFO on 1 July 2018.
*** Company contribution towards TRF 13% is included in GP.

1 Appointed as group CFO on 1 July 2018.  5 Appointed on 7 January 2019.
2 Stepped down as group CFO on 30 June 2018.  6 Appointed on 13 December 2018.
3 Appointed on 1 June 2018.   7 Appointed on 1 May 2018.
4 Appointed on 1 June 2018.   8 Exited 31 May 2018.
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FY2018 emoluments per prescribed officer (excluding executive directors)

Name
GP

R
STI

R

Motor car 
insurance

R

Severance
 pay

R

LTI (vested
shares)

R

Total
FY2018

R

Pension TRF
13% 

R

TBL Molefe 4 085 000 3 142 969 – – 7 227 969 308 009

AN Samuels 5 000 000 3 816 500 11 997 – 1 643 012 10 471 509 377 000

NM Lekota 3 392 000 2 640 079 – – 6 032 079 356 160

LTS Maloba 1 354 703 686 560 – – 2 041 263 115 513

IM Russell 5 000 000 – 11 997 2 461 014 7 473 011 390 000

I Mophatlane 2 100 082 – 8 231 682 8 610 684 18 942 448 105 004

T Seopa 2 018 441 – 3 791 836  3 020 953 8 831 230 152 190

BC Armstrong  1 250 336 – 2 999 4 733 587 7 581 727 13 568 649 79 771

LM De Villiers 3 387 101 2 295 218 11 997 1 412 530 7 182 060 14 288 906 460 646

A Vitai 6 004 900 4 634 525 6 998 3 202 503 10 454 219 24 303 145 –

Total 33 592 563 17 215 851 45 988 21 372 138 40 953 669 113 180 209 2 344 293

Executives’ and prescribed officers’ emoluments are set out in the annual financial statements in note 37, which is available online 
at www.telkom.co.za/ir.

Executive management

GP
R

STI
R

Motor car
insurance

R

Funeral
benefit

R

Severance
 pay

R

LTI 
(vested 
shares)

R

Total
FY2019

R

Total
FY2018

R

Executive 
management 
team 103 432 064 46 171 352 374 279 3 399 2 339 573 13 179 505 165 500 172 164 823 607

Number of 
employees 43 44
  

Non-executive directors’ fees
The group benefits from non-executive directors who attend meetings and actively contribute to the success of our business. 
Therefore, non-executive directors receive an annual retainer plus meeting attendance fees. They do not receive STIs  
or LTIs. Telkom’s MOI states that shareholders must approve these fees at the AGM. The current fees were approved at the AGM on 
23 August 2018.

Non-executive directors’ fees

Rand per annum

FY2019 FY2018

Annual retainer

Chairman of the board 1 364 750 1 325 000

Non-executive director of the board 400 000 387 960

International board member 551 800 535 732

Fee per meeting

Audit committee chairman 290 000 281 037

Audit committee member 152 000 147 321

Remuneration committee chairman 218 000 212 000

Remuneration committee member 131 000 127 200

Social and ethics committee chairman 218 000 212 000

Social and ethics committee member 131 000 127 200

Nominations committee chairman 145 000 141 033

Nominations committee member 98 200 95 400

Investment and transactions committee chairman 150 800 146 426

Investment and transactions committee member 98 200 95 400

Risk committee chairman 212 200 212 000

Risk committee member 127 200 127 200

Committee 
Scheduled 

meetings

Fee per  
meeting

R

Fee per 
special meeting

R 

Board 5 Annual retainer

Chairman: 
R25 500

Board members: 
R19 100

Audit 5
Chairman: 
Member:

72 500
38 000

Risk 4
Chairman: 
Member:

53 050
31 800

Remuneration 4
Chairman: 
Member:

54 500
32 750

Nominations 3
Chairman: 
Member:

48 333
32 733

Investment and 
transactions

3
Chairman: 
Member:

50 267
32 733

Social and ethics 4
Chairman: 
Member:

54 500
32 750

Board members do not receive fees for voluntarily attending a committee meeting of which they are not members.

All fees are paid proportionally to the period in which office is held. Non-executives’ emoluments are set out in the annual financial 
statements in note 37, which is available online at www.telkom.co.za/ir.

Beneficial shareholding 
Directors’ shareholding as at 31 March 2019

Directors’ interest and prescribed officers Beneficial Non-beneficial

Direct Indirect Direct Indirect

Executive directors

SN Maseko 143 561

TBL Molefe 6 000

Total 149 561

Non-executive directors

JA Mabuza 11 500

I Kgaboesele 12 000

KW Mzondeki 748

Total 24 248

The beneficial interest of SN Maseko increased from 52 520 to 143 561 due to shares vested in terms of FSP.
The beneficial interest of TBL Molefe increased from 0 to 6 000 due to purchase of shares.
The beneficial interest of JA Mabuza decreased from 26 000 to 11 500 due to disposal of shares.

Other than these changes there has been no change to the directors’ shareholding between 31 March 2019 and the date of the 
approval of the integrated report.

Remuneration report continued

Directors’ shareholding as at 31 March 2018

Directors’ interest and prescribed officers Beneficial Non-beneficial

Direct Indirect Direct Indirect

Executive directors

SN Maseko 52 520 – – –

DJ Fredericks 48 711 534 – –

Total 101 231 534 – –

Non-executive directors

JA Mabuza  26 000 – – –

I Kgaboesele 12 000 – – –

KW Mzondeki 748 – –

Total 38 748 – –
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Share awards (LTIP)

 
 Year of 

the award
(June) 

 Shares
 awarded 

 Share 
award 

price
R 

 Face value
of award

R
 Vested
 shares

Vesting
date

 Vesting
price

R

Value of
vested
shares

R
 Shares

 forfeited
 Closing
 number

SN Maseko           

FSP 2013  163 866 23.80 3 900 011 

 81 933 06/06/2016 59.63 4 885 665 – 

–  36 870 05/06/2017 78.76 2 903 881  12 290 

 01/06/2018  –  32 773 

ASA 2013  54 622 23.80 1 300 004  54 622 06/06/2016 59.63 3 257 110 – – 

FSP 2014  138 352 76.11 10 529 971 
 51 882 05/06/2017 78.76 4 086 226  17 294 

27 670
 26 979 01/06/2018 52.39 1 413 430  14 527 

FSP 2015  150 428 74.20 11 161 758  41 368 01/06/2018 52.39 2 167 270  33 846 75 214

Performance 
shares 2015  50 143 74.20 3 720 611 

 25 072 06/06/2016 59.63 1 495 043 – 
– 

 25 071 05/06/2017 78.76 1 974 592  

FSP 2016  197 066 56.64 11 161 818 – – – – – 197 066

Performance 
shares 2016  65 689 56.64 3 720 625 

 32 845 05/06/2017 78.76 2 586 872 – 
– 

 32 844 01/06/2018 52.39 1 720 697  

FSP 2017  161 366 74.83 12 075 018 – – – – –  161 366

TSA 2017  53 789 74.83 4 025 031 – – – – – 53 789

FSP 2018  220 912 56.30 12 437 346    220 912

Total 1 256 233 74 032 193  409 486 26 490 786  110 730 736 017

 

TBL Molefe

FSP 2017  40 943 74.83 3 063 765 – – – –  40 943 

TSA 2017  68 238 74.83 5 106 250 – – – –  68 238 

FSP 2018  56 051 56.30 3 155 671     56 051 

Total  165 232 11 325 686 – – –  165 232 

DJ Fredericks

FSP 2013  74 898 23.80 1 782 572 

 37 449 06/06/2016 59.63 2 233 084 – 

–  16 852 05/06/2017 78.76 1 327 264 5 617 

– 01/06/2018 52.39 –  14 980 

ASA 2013  27 236 23.80 648 217  27 236 06/06/2016 59.63 1 624 083 – – 

FSP
2014  86 705 76.11 6 599 118 

 32 514 05/06/2017 78.76 2 560 803  10 839  17 340 

 16 907 01/06/2018 52.39  885 758 9 105 

FSP 2015  53 066 74.20 3 937 497  14 593 01/06/2018 52.39  764 527  11 940  26 533 

FSP 2016  69 043 57.03 3 937 522 – – – –  69 043 

FSP 2017  55 776 74.83 4 173 718 – – – –  55 776 

TSA 2017  92 961 74.83 6 956 272 – – – –  92 961 

FSP 2018  76 359 56.30 4 299 012 – – – –  76 359 

Total  536 044 32 333 928  145 551  9 395 519  52 481  338 012 

IM Russell           

FSP 2013  24 005 30.35 728 552 

 12 003 06/06/2016 59.63  715 739 – 

– 5 401 05/06/2017 78.76  425 383 1 801 

4 801 31/05/2018 52.01  249 700  

ASA 2013 8 729 30.35 264 925 8 729 06/06/2016 59.63  520 510 – – 

FSP
2014  68 922 76.11 5 245 653 

 25 846 05/06/2017 78.76 2 035 631 8 615 
– 

 31 086 31/05/2018 52.01 1 616 783 3 375 

FSP 2015  41 981 74.20 3 114 990  35 351 31/05/2018 52.01 1 838 606 6 630 – 

FSP 2016  54 621 57.03 3 115 036  29 488 31/05/2018 52.01 1 533 671  25 133 – 

FSP 2017  46 105 74.83 3 450 037  11 905 31/05/2018 52.01  619 179  34 200 – 

TSA 2017  76 841 74.83 5 750 012  23 479 31/05/2018 52.01 1 221 143  53 362 – 

Total  321 204 21 669 205  188 089 10 776 345  133 116 – 

 
 Year of 

the award
(June) 

 Shares
 awarded 

 Share 
award 

price
R 

 Face value
of award

R
 Vested
 shares

Vesting
date

 Vesting
price

R

Value of
vested
shares

R
 Shares

 forfeited
 Closing
 number

AN Samuels

FSP 2014  55 629 76.11 4 233 923 
 20 861 05/06/2017 78.76 1 643 012 6 954 

11 125
 10 848 01/06/2018 52.39  568 327 5 841 

FSP 2015  40 431 74.20 2 999 980  11 119 01/06/2018 52.39  582 524 9 097 20 215

FSP 2016  59 179 57.03 3 374 978 – – – – 59 179

FSP 2017  50 114 74.83 3 750 031 – – – – 50 114

TSA 2017  83 523 74.83 6 250 026 – – – – 83 523

FSP 2018  91 475 56.30 5 150 043 – – – –  91 475

Total  380 351 25 758 981  42 828 2 793 863  21 892  315 631

NM Lekota

FSP 2016  21 042 57.03 1 200 025  –  –  –  –  21 042 

FSP 2017  33 997 74.83 2 543 996  –  –  –  –  33 997 

TSA 2017  33 997 74.83 2 543 996  –  –  –  –  33 997 

FSP 2018  46 542 56.30 2 620 315     46 542 

Total  135 578 8 908 332  –  –  –  135 578 

PJ Bogoshi

FSP 2018  62 611 56.30 3 524 999  – – –  –  62 611 

Total  62 611 3 524 999  –  –  62 611 

S Taukobong

FSP 2018  79 930 56.30 4 500 059   –    –    –    –    –   79 930 

TSA 2018  106 573 56.30 6 000 060   –    –    –    –    –   106 573 

Total  186 503 10 500 119   –    –    –    –    –   186 503 

AC Beukes

FSP 2014  21 926 76.11 4 233 923 
8 222 05/06/2017 78.76  647 565 2 741 

 4 385 
4 276 01/06/2018 52.39  224 020 2 302 

FSP 2015  12 500 74.20 927 500 3 438 01/06/2018 52.39  180 117 2 812  6 250 

FSP 2016   –    –    –    –    –    –    –    –   –  

FSP 2017   –    –    –    –    –    –    –    –   –  

FSP 2018  24 636 56.30 1 387 007   –    –    –    –    –   24 636 

TSA 2018  20 819 56.30 1 172 110   –    –    –    –    –   20 819 

Total  79 881 7 720 540  15 936  1 051 702 7 855  56 090 

LTS Maloba

FSP 2018  22 085 56.30 1 243 386  –  -  –  –  22 085 

Total  22 085 1 243 386  – -  –  –  22 085 

Remuneration report continued
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FY2018

FY2019
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FTSE/JSE Telecoms
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of America

South Africa

United Kingdom

Europe

Rest of the world

40%*

39%

8%

8%

5%

* This excludes government.

FY2019
Value23%

Index26%

Growth31%

GARP10%

Other6%

Hedge4%

Note: This excludes PIC as it has multiple investment styles.

Total shareholder return        47.4% 37.7%Share price

2018
Mar

2018
Apr

2018
May

2018
Jun

2018
Jul

2018
Aug

2018
Sept

2018
Oct

2018
Nov

2018
Dec

2019
Jan

2019
Feb

2019
Mar

0

20

40

60

100

120

140

160

80

Performance 124AppendicesTransparency and accountabilityValue-creationAn overview of our business123 Telkom Integrated Report 2019



Reported
March

                 2019
Rm

Pro forma
adjustment

             Rm 

  Adjusted 
   March
               20191

 Rm

Operating expenses  22 310  (728)  21 582 

Employee expenses  10 777  (728)  10 049 

EBITDA  10 581  728  11 309 

Operating profit  4 767  728  5 495 

Taxation  1 176  215  1 391 

Profit for the period  2 831  513  3 344 

BEPS (cents)  561.9    665.1 

HEPS (cents) 619.2  722.4 

Previously
reported

March
                 2018

Rm
Restatements

Rm 

Restated
March

                 2018
Rm

Revenue 41 018 (1 357)               39 661

IFRS 15                                                                                                         (60)

IAS 18 (641)

IFRS 10 (656)

EBITDA 10 544 (122) 10 422

IFRS 15                                                        (29)

IFRS 10 (93)

Profit after tax 3 158 (160) 2 998

IFRS 15                                                                                             (29)

IFRS 10 (131)

BEPS (cents) 602.3 (26.6) 575.7

IFRS 15                                                                                                (5.7)

IFRS 10 (20.9)

FCF 501 (28) 473

IFRS 10 (28)

FCF impacted by the payment of VSP, VERP and section 189 costs 
and working capital management

FCF weakened to negative R32 million (FY2018: positive R473 million). This was due to an 8.2 percent decrease in cash generated 
from operations before dividend paid, mainly impacted by the R566 million VSP, VERP and section 189 costs and a decrease in 
working capital. The deterioration in working capital was primarily due to the increase in contract assets. Excluding the impact of 
the VSP, VERP and section 189 payments, our cash flow would have increased by 12.9 percent to R534 million. 

 

Results from operations

The group profit after tax increased by 11.5 percent to R3 344 million (FY2018: R2 998 million). This is mainly attributable to the 
8.5 percent increase in EBITDA2 to R11 309 million, offset by a 25.0 percent increase in the taxation expense and a 4.1 percent 
increase in depreciation, amortisation, impairments and write-offs, resulting in a 22.6 percent increase in adjusted HEPS.

During the year we identified that due to protective rights 
historically granted to the minority shareholder, in respect 
of SOX which, is a 51 percent previously consolidated entity, 
BCX concluded that it did not have control of the entity as 
defined by IFRS 10 (Consolidated financial statements). 
There was no material impact from the accounting standard 
on the EBITDA, profit before tax, cashflows or BEPS and 
HEPS. 

Both matters (IAS 18 and IFRS 10) were assessed as 
material prior year errors and were corrected by restating 
the comparative figures as required by IAS 8 (Accounting 
policies, changes in accounting estimates and errors). 

 

Revenue restatements 
The 31 March 2018 comparative financial information 
was restated due to a prior year adjustment relating to 
the adoption of IFRS 15 (Revenue from contracts with 
customers). The adoption of the standard had no material 
impact on EBITDA, profit before tax, cashflows, or BEPS 
and HEPS. 

As part of the IFRS 15 implementation process, the group 
reassessed the revenue recognition principles of IAS 18 and 
the judgement applied to mobile CPE sales. This resulted in a 
restatement of revenue and cost of handsets. There was no 
impact on the EBITDA, profit before tax, cashflows or BEPS 
and HEPS.

Pro forma financial information

Certain financial information presented in the integrated report constitutes pro forma financial information in terms of the   
JSE Listings Requirements. The pro forma financial information is presented to assist a user to analyse the underlying performance 
of the business. The pro forma adjustments include the impact of the VSP, VERP and section 189 costs of R728 million and the 
related tax impact of R215 million. The pro forma consolidated income statement and the pro forma consolidated cash flow 
statement and all related KPI’s and messages in this booklet are based on this adjusted 31 March 2019 base. The applicable criteria 
on which this pro forma financial information is reported and prepared, is set out below.

Pro forma adjustments and restatements

IFRS 9 
IFRS 9 (Financial instruments) was adopted without restating comparative financial information. In accordance with the transitional 
provisions of the standard, the adjustment arising from the implementation of the expected credit loss model is not reflected in the 
restated statement of financial position as at 1 April 2017 and 31 March 2018, but is recognised as an adjustment to the retained 
earnings opening balance as at 1 April 2018. 

FCF

March
2019

Rm

Restated
March
2018

Rm
Variance

%

Cash generated from operations  8 903  10 113  (12.0)

Interest received  441  310  42.3 

Finance charges paid  (847)  (722)  (17.3) 

Taxation paid  (945)  (1 472)  35.8

Cash generated from operations before dividend paid  7 552  8 229  (8.2)

Cash paid for capital expenditure  (7 584)  (7 756)  2.2 

FCF  (32)  473  (106.8)

Add back: VSP, VERP and section 189 costs paid  566 –  100.0

Adjusted FCF   534  473  12.9 

1  Excluding the impact of VSP, VERP and section 189 costs of R728 million and the related tax impact of R215 million.

2  EBITDA as defined in the IFRS 8 segment note in the consolidated financial information and includes the pro forma adjustments.
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Summary consolidated statement of profit or loss  
and other comprehensive income
for the year ended 31 March 2019

31 March
2019

Rm

Restated
31 March*

2018
Rm

Revenue 41 774 39 661

Other income 719 607

Payments to other operators 2 940 2 606

Cost of handsets, equipment and directories 5 205 4 411

Sales commission, incentives and logistical costs 1 457 935

Employee expenses 10 777 10 677

Other operating expenses 3 153 2 991

Maintenance 3 074 2 696

Marketing 806 763

Impairment of receivables and contract assets 384 635

Service fees 2 934 3 028

Operating leases 1 182 1 104

EBITDA 10 581 10 422

Depreciation of property, plant and equipment 4 842 4 760

Amortisation of intangible assets 702 778

Write-offs, impairments and losses of property, plant and equipment and intangible assets 270 47

Operating profit 4 767 4 837

Investment income 185 186

Income/(loss) from associates 2 (70)

Net finance charges, hedging costs and fair value movements 947 842

Net finance charges 885 884 

Cost of hedging 88 167 

Foreign exchange and fair value movements (26) (209)

Profit before taxation 4 007 4 111

Taxation 1 176 1 113

Profit for the year 2 831 2 998

Other comprehensive income

Items that will be reclassified subsequently to profit or loss

Exchange gains/(losses) on translating foreign operations 23 (22)

Items that will not be reclassified to profit or loss

Defined benefit plan actuarial gains/(losses) 1 352 (652)

Income tax relating to actuarial gains/(losses) (67) – 

Other comprehensive income/(loss) for the year, net of taxation 1 308 (674)

Total comprehensive income for the year 4 139 2 324

Profit attributable to:

Owners of Telkom 2 795 2 917

Non-controlling interests 36 81 

Profit for the year 2 831 2 998

Total comprehensive income attributable to:

Owners of Telkom 4 101 2 243

Non-controlling interests 38 81

Total comprehensive income for the year 4 139 2 324

Basic earnings per share (cents) 561.9  575.7 

Diluted earnings per share (cents) 551.8  563.6 

31 March
2019

Rm

Restated
31 March**

2018
Rm

Restated
1 April**

2017 
Rm

Assets

Non-current assets 37 961 36 359 34 339 

Property, plant and equipment 32 035 30 324 27 863 

Intangible assets 4 521 4 492 4 719 

Other investments 78 100 314 

Employee benefits 729 627 635 

Other financial assets 133 60 60 

Finance lease receivables 210 262 310 

Deferred taxation 255 494 438 

Current assets 14 783 13 778 13 539 

Inventories 1 267 1 341 1 268 

Income tax receivable 76 54 9 

Finance lease receivables 108 112 237 

Trade and other receivables 7 425 6 370 7 012 

Contract assets 2 518 1 672 1 031 

Other financial assets 388 163 126 

Other investments 1 573 1 509 2 388 

Cash and cash equivalents 1 428 2 557 1 468 

Assets classified as held for sale 200 204 12 

Total assets 52 944 50 341 47 890 

Equity and liabilities

Equity attributable to owners of the parent 29 573 26 957 27 635 

Share capital 5 050 5 050 5 208 

Share-based compensation reserve 512 377 452 

Non-distributable reserves 1 621 1 579 1 376 

Retained earnings 22 390 19 951 20 599 

Non-controlling interests 195 194 197 

Total equity 29 768 27 151 27 832 

Non-current liabilities 6 740 10 268 6 991 

Interest-bearing debt 4 840 7 158 4 733 

Employee related provisions 1 186 2 388 1 536 

Non-employee related provisions 7 39 51 

Other financial liabilities 79 – – 

Deferred revenue 466 502 529 

Deferred taxation 162 181 142 

Current liabilities 16 436 12 922 13 067 

Trade and other payables 7 406 6 898 7 465 

Shareholders for dividend* 29 58 25 

Interest-bearing debt 5 401 2 239 1 535 

Employee related provisions 1 175 1 325 1 383 

Non-employee related provisions 141 164 124 

Deferred revenue 1 396 1 597 1 571 

Income tax payable 572 361 431 

Other financial liabilities 316 250 440 

Credit facilities utilised – 30 93 

Total liabilities 23 176 23 190 20 058 

Total equity and liabilities 52 944 50 341 47 890 

Summary consolidated statement of financial position
for the year ended 31 March 2019

Summary financial reports
The summary financial reports on pages 127 to 130 should be read in conjunction with the annual financial statements for the year 
ended 31 March 2019, available online at www.telkom.co.za/ir

 * During the year we restated the prior year revenue by R1 357 million. Of this amount, R656 million related to Smart Office Connexion (SOX). The implementation of 
IFRS 15 also highlighted a prior year error of R641 million relating to the recognition of Mobile CPE revenue to dealer stores and R60 million related to the adoption of 
IFRS 15. These revenue adjustments led to a restatement of the prior year number from R41 018 to R39 661 million. Refer to the annual financial statements that is
available online at www.telkom.co.za/ir.

* Includes dividend payable to non-controlling interests of Yellow Pages (known as Trudon).
** Restated. Refer to note 3.3, 3.4 and 3.7 in the annual financial statements that is available online at www.telkom.co.za/ir. 
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Summary of consolidated statement of changes in equity
for the year ended 31 March 2019

31 March
2019

Rm

Restated
31 March**

2018
Rm

Balance at 1 April (as previously reported) 27 385 27 906 

Attributable to owners of Telkom 27 026 27 569 

Non-controlling interests 359 337

Adjustments on initial adoption of IFRS 15 – Revenue from
Contracts with Customers** (90) (61)

Adjustments on initial adoption of IFRS 9 – Financial Instruments 207 – 

SOX deconsolidation** (48) (13)

SOX remeasurement** (96) –

Restated balance at 1 April 27 358 27 832

Total comprehensive income for the year 4 139 2 324

Profit for the year 2 831 2 998 

Other comprehensive income/(loss) 1 308 (674)

Exchange gains/(losses) on translating foreign operations 23 (22) 

Net defined benefit plan remeasurements 1 285 (652)

Dividend declared* (1 817) (2 223) 

Disposal of non-controlling interest – (3) 

Increase in share-compensation reserve 135 48

Shares repurchased and cancelled during the year _ (759)

Increase in treasury shares (47) (68)

Balance at the end of the year 29 768 27 151 

Attributable to owners of Telkom 29 573 26 957 

Non-controlling interests 195 194

31 March
2019

Rm

Restated
31 March*

2018
Rm

Cash flows from operating activities 5 706 6 039 

Cash receipts from customers 40 341 40 091 

Cash paid to suppliers and employees (31 438) (29 978)

Cash generated from operations 8 903 10 113 

Interest received 441 310 

Finance charges paid (847) (722)

Taxation paid (945) (1 472)

Cash generated from operations before dividend paid 7 552 8 229 

Dividend paid (1 846) (2 190)

Cash flows utilised for investing activities (7 522) (6 617)

Proceeds on disposal of property, plant and equipment and intangible assets 35 82 

Additions to assets for capital expansion (7 584) (7 756)

Realisation of investments in other financial assets 45 31 

Investments made by FutureMakers (18) (24)

Proceeds on realisation of sinking fund – 1 050 

Cash flows from financing activities 717 1 731 

Loans raised 3 246 7 680 

Loans repaid (2 544) (4 685)

Purchase of shares for the Telkom and subsidiaries long-term incentive share scheme (47) (68)

Shares repurchased and cancelled – (759)

Finance lease repaid (42) (16)

Repayment of derivatives (222) (546)

Proceeds from derivatives 326 125 

Net (decrease)/increase in cash and cash equivalents (1 099) 1 153 

Net cash and cash equivalents at 1 April 2 527 1 374 

Net cash and cash equivalents at the end of the year 1 428 2 527 

Summary consolidated statement of cash flows
for the year ended 31 March 2019

  * Dividend declared includes dividend to the non-controlling interests of Yellow Pages (known as Trudon) and the BCX group.

** Restated. Refer to notes 3.3, 3.4, 3.6 and 3.7 in the annual financial statements that is available online at www.telkom.co.za/ir.

* Restated. Refer to note 3.8 in the annual financial statements that is available online at www.telkom.co.za/ir.
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Telkom SA SOC Limited
(Incorporated in the Republic of South Africa) 
(Registration number 1991/005476/30)
(JSE share code: TKG) (ISIN: ZAE000044897)
(“Telkom” or “the company”)

Notice is hereby given to the shareholders of the company (“shareholders”) that the 
27th annual general meeting of the shareholders (AGM) will be held at BCX, Multi-Purpose 
Room, 1021 Lenchen Avenue North, Centurion, 0157 at 10:00 (South African time) on Tuesday, 
27 August 2019.
 

To ensure that registration procedures are completed by 10:00, please register for the AGM from 09:00. Please note that before 
any person may attend or participate at the AGM, that person must present reasonably satisfactory identification, and the person 
presiding at the AGM must be reasonably satisfied that the right of the person to attend, participate and vote at the AGM, either 
as a shareholder (or a shareholder’s representative) or as a proxy for a shareholder, has been reasonably verified. Acceptable forms 
of identification include a valid identity document, driver’s licence or passport.

Notice of annual general meeting

The purpose of the AGM is to:

(a) present to the shareholders the audited consolidated 
annual financial statements of the company and its 
subsidiaries for the year ended 31 March 2019, a 
complete set of which is set out on pages 13 to 106 
of the consolidated annual financial statements and a 
copy of which is otherwise available on the company’s 
website: www.telkom.co.za;

(b) present to the shareholders a report of the audit 
committee on matters which are within the mandate of 
that committee;

(c) present to the shareholders a report of the social and 
ethics committee on matters which are within the 
mandate of that committee;

(d) consider all and any matters of or relating to the 
company which may lawfully be considered and dealt 
with at the AGM; and

(e) consider and, if deemed fit, pass, with or without 
modification, the ordinary and special resolutions of the 
shareholders of the company set out hereunder.

Important dates to note

Record date for receipt of notice of this AGM  
Friday, 19 July 2019

Last day to trade to participate in and vote at the AGM 
Tuesday, 13 August 2019

Record date to be recorded in the shareholders’ register to 
participate in and vote at the AGM 
Friday, 16 August 2019

Last day to lodge forms of proxy by 10:00 
Friday, 23 August 2019

AGM held at 10:00 
Tuesday, 27 August 2019

Results of AGM released on SENS 
Tuesday, 27 August 2019

Voting and proxies at the AGM
1. All shareholders are entitled to attend and speak at the 

AGM or any cancellation, postponement or adjournment 
thereof. All holders of ordinary shares will be entitled to 
vote on each resolution proposed to be passed at the AGM 
or any cancellation, postponement or adjournment thereof.

2. A shareholder entitled to attend and vote at the AGM is 
entitled to appoint one or more proxies (who will not be 
a shareholder/s) to attend, participate in and vote at the 
AGM in place of that shareholder.

3.  The attached form of proxy is to be completed only by 
those shareholders who:

(a) hold shares in certificated form; and

(b) are recorded on the sub-register in dematerialised 
electronic form with ‘own name’ registration.

4. All other beneficial owners of shares who have 
dematerialised their shares through a central securities 
depositary participant (CSDP) or broker, and wish to 
attend the AGM, must instruct their CSDP or broker to 
provide them with the necessary letter of representation, 
or must provide their CSDP or broker with their voting 
instructions in terms of the relevant custody agreement 
entered into between them and their CSDP or broker. 
Those shareholders must NOT use the attached form  
of proxy.

5. It is requested that all completed forms of proxy be 
returned to the company such that they are received 
by no later than 10:00 on Friday, 23 August 2019 at 
the office of the company’s share registrars in South 
Africa. Any forms of proxy not lodged by this time 
may be handed to the transfer secretaries at the AGM 
immediately prior to the proxy exercising any rights of 
the shareholder at the AGM.

6. Any shareholder who completes and lodges a form of 
proxy will nevertheless be entitled to attend, speak and 
vote in person at the AGM should that shareholder decide 
to do so. A summary of shareholders’ rights in respect 
of proxy appointments as contained in section 58 of the 
Companies Act is set out at the end of this notice.

7. On a poll, every person entitled to vote shall have 
one vote for every ordinary share held. On a show of 
hands, each person entitled to vote shall have one vote, 
irrespective of the number of ordinary shares held.

8. All ordinary resolutions required to be passed at the 
AGM shall be passed by a majority of more than 50% of 
the voting rights exercised on each such resolution.

9. All special resolutions required to be passed at the AGM 
shall be passed by a majority of at least 75% of the 
voting rights exercised on each such resolution.

Electronic participation in the AGM

10. The company intends to offer shareholders reasonable 
access through electronic facilities to participate in the 
AGM by means of a conference call facility. Shareholders 
will be able to listen to the proceedings and raise 
questions should they wish to do so, and are invited 
to indicate their intention to make use of this facility 
by applying in writing (including details as to how the 
shareholder representative can be contacted) to the 
group company secretary at the address set out on 
the last page of this notice of AGM. The completed 
application is to be received by the group company secretary 
by not later than 10:00 on Friday, 23 August 2019. The 
group company secretary will, by way of email, provide 
information enabling participation to those shareholders 
who have made application. Voting will not be possible 
through the electronic facility and shareholders wishing 
to exercise their voting rights at the AGM are required to 
be represented at the meeting either in person, by proxy 
or by letter of representation, as provided for in this 
notice of AGM.

 
 The cost of the conference call facility will be for the 

account of the company. The cost of each shareholder’s 
and each proxy’s telephone calls will be for their own 
account.

Ordinary resolutions:

Ordinary Resolutions Numbers 1.1 to 1.2 - 
Election of directors

Resolved that the following directors, who were appointed 
by the board to serve as a directors after the last AGM of 
the company, shall retire from office at the AGM and, being 
eligible and having offered themselves for election, be and 
are hereby elected as directors of the company:

1.1 Keith A Rayner
1.2 Sibusiso P Sibisi

Explanatory notes in respect of Ordinary Resolutions  
Numbers 1.1 to 1.2

Based on the recommendation of the nominations committee, 
which conducted formal assessments of Sibusiso Sibisi and 
Keith A Rayner, the board of directors recommends their 
election as independent non-executive directors of the 
company.

The profiles of Keith A Rayner and Sibusiso Sibisi are set out 
in page 137 of the integrated report.

Ordinary Resolution Numbers 2.1 to 2.4 –  
Re-election of directors

Resolved that the following directors shall retire from 
office at the AGM and, being eligible and having offered 
themselves for re-election, each by way of separate 
resolution, be re-elected as directors of the company with 
immediate effect:

2.1 Santie L Botha

2.2 Khanyisile T Kweyama

2.3 Kholeka W Mzondeki

2.4 Fagmeedah Petersen-Cook

Explanatory notes in respect of Ordinary Resolutions 
Numbers 2.1 to 2.4

Ordinary resolutions numbers 2.1 to 2.4 are proposed for 
re-election of directors of the company. The re-elections will 
be conducted by way of a series of votes, each of which is 
on the candidacy of a single individual to fill a single vacancy.

The board of directors recommends to the shareholders the 
re-election of the aforementioned directors. The profiles of 
the directors standing for re-election are set out on page 87 
of the integrated report.

Ordinary Resolutions Numbers 3.1 to 3.5 – 
Election of audit committee members

Resolved that the following independent non-executive 
directors, each by way of separate resolution, be and 
are hereby elected as members of the company’s audit 
committee from the conclusion of the AGM until the next 
AGM of the company:

3.1 Sibusiso PC Luthuli

3.2 Kholeka W Mzondeki

3.3 Keith A Rayner

3.4 Rex G Tomlinson

3.5 Louis L Von Zeuner

Kholeka Mzondeki will be appointed, subject to her re-election 
as a director pursuant to ordinary resolution number 2.3. 
Keith A Rayner will be appointed subject to his election as a 
director pursuant to ordinary resolution number 1.1. 
The profiles of the directors who are standing for election to 
the audit committee are set out on page 87 of the 
integrated report.

Explanatory notes in respect of Ordinary Resolutions 
Numbers 3.1 to 3.5

In terms section 94 of the Companies Act, the audit 
committee is a statutory committee elected by the 
shareholders at each AGM. In terms of Regulation 42 of the 
Companies Regulations, at least one-third of the members 
of a company’s audit committee at any particular time must 
have academic qualifications or experience, in economics, 
law, corporate governance, finance, accounting, commerce, 
industry, public affairs or human resource management. 
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Notice of annual  
general meeting continued

may deem fit (with the effect that any pre-emptive rights that 
shareholders hold may be waived), subject to the approval of 
JSE, the provisions of the JSE Listings Requirements and the 
Companies Act. The directors wish to be granted authority to 
allot and issue up to a maximum of 5% (five percent) of the 
number of ordinary shares in issue as at the date of passing 
of this resolution in their discretion, subject to the provisions 
of the memorandum of incorporation, the Companies Act 
and the JSE Listings Requirements. The number of shares 
to be issued in terms of ordinary resolution number 5 shall 
not include any shares that may be issued by the company 
to participating employees in the Telkom SA SOC Limited 
Employee Forfeitable Share Plan.

Ordinary Resolutions Numbers 6.1 to 6.2 – 
Non-binding advisory endorsement of the 
Telkom SA SOC Limited remuneration policy 
and implementation report for the payment of 
remuneration for the 2019 financial year

Resolved that the shareholders hereby endorse, each by way 
of a separate non-binding advisory vote, the following:

6.1 Company’s remuneration policy as set out in the 
remuneration report contained in the integrated report 
on page 105.

6.2 The implementation report as set out in the 
remuneration report contained in the integrated report 
on page 117.

Explanatory notes for the non-binding advisory endorsement 
of the remuneration policy and implementation report

In terms of Principle 14 of the King Report on Corporate 
GovernanceTM for South Africa, 2016 (King IV) and Paragraph 
3.84(k) of the JSE Listings Requirements, the company’s 
remuneration policy and implementation report should be 
tabled for separate non-binding advisory votes at the AGM. 
The essence of this vote is to enable the shareholders to 
express their non-binding views on the remuneration policies 
adopted and implementation thereof.

Special resolutions:

Special Resolution Number 1 – General 
authority to repurchase shares

Resolved that, pursuant to the memorandum of 
incorporation, the company and any of its subsidiaries be 
and are hereby authorised by way of a general approval 
to purchase or repurchase, as the case may be, and from 
time to time, ordinary shares issued by the company from 
any person, upon such terms and conditions and in such 
number as the directors of the company or subsidiary 
may determine, but in accordance with and subject to 
the provisions of the memorandum of incorporation, 
the Companies Act and the JSE Listings Requirements, 
provided that:

 - The general authority granted to the directors shall be 
valid only until the company’s next AGM and shall not 
extend beyond 15 months from the date on which this 
resolution is passed

The company has established an audit committee which 
fulfils the functions as contemplated in the Companies 
Act and the persons nominated to be appointed to the 
company’s audit committee were nominated having 
considered the requirements of the Companies Act and 
Companies Regulations referred to herein.

Ordinary Resolutions Numbers 4.1 to 4.2  
Re-appointment of PricewaterhouseCoopers 
and SizweNtsalubaGobodo Grant Thornton as 
joint external auditors of the company

Resolved that PricewaterhouseCoopers and 
SizweNtsalubaGobodo Grant Thornton, each by way 
of separate resolution, be re-appointed as the joint 
independent registered auditors of the company from the 
conclusion of this AGM until the next AGM of the company.

4.1 PricewaterhouseCoopers as the independent external 
auditor, represented by Mr Skalo Dikana as the individual 
designated auditor responsible for the audit.

4.2 SizweNtsalubaGobodo Grant Thornton as the independent 
external auditor, represented by Mr Suleman Lockhat as 
the individual designated auditor responsible for the audit.

Explanatory notes in respect of Ordinary Resolutions 
Numbers 4.1 to 4.2

In compliance with section 90 read with section 92(3) 
of the Companies Act, PricewaterhouseCoopers and 
SizweNtsalubaGobodo Grant Thornton are recommended by 
the audit committee to be appointed as joint auditors for the 
financial year ending 31 March 2020 and until the next AGM 
of the company.

Ordinary Resolution Number 5 – General 
authority for directors to allot and issue and/or 
grant options over ordinary shares

Resolved that, subject to the provisions of the memorandum 
of incorporation, the Companies Act and the JSE Listings 
Requirements, the unissued ordinary shares in the share 
capital of the company be and are hereby placed under the 
control of the directors of the company who are authorised 
to allot, issue and/or grant options over such ordinary shares 
at their discretion, subject to the following:

(a) This authority shall only be valid until the next AGM of 
the company, but shall not endure beyond 15 months 
from the date of this AGM.

(b) Ordinary shares issued in terms of this authority shall 
not exceed 5% of the number of ordinary shares in issue 
as at the date of passing this resolution.

(c) The number of shares to be issued in terms of this 
resolution shall not include any shares that may be 
issued by the company to employees participating in the 
Telkom SA SOC Limited Employee Forfeitable Share Plan.

Explanatory notes in respect of Ordinary Resolution 
Number 5

In terms of clause 9.3 of the memorandum of incorporation, 
the shareholders may authorise the directors to issue 
unissued shares or grant options over them as the directors 

 - Any general purchase by the company or any subsidiary 
of its ordinary shares in issue shall not in aggregate in any 
one financial year exceed 10% of the company’s issued 
ordinary share capital at the time that the authority is 
granted

 - No acquisition may be made at a price more than 10% 
above the weighted average of the market value of the 
ordinary share for the 5 business days immediately 
preceding the date of such acquisition

 - the repurchase of the ordinary shares is effected through 
the order book operated by JSE trading system and done 
without any prior understanding or arrangement between 
the company or any subsidiary and the counter party 
(reported trades are prohibited)

 - The company may only appoint one agent at any point in 
time to effect any repurchase(s) on the company’s behalf

 - The repurchase of shares by the company and/or any of 
its subsidiaries may not be effected during a prohibited 
period as defined in the JSE Listings Requirements unless 
the company has in place a repurchase programme where 
the dates and quantities of securities to be traded during 
the period are fixed, i.e. not subject to any variation, and 
has been submitted to the JSE in writing prior to the 
commencement of the prohibited period. The issuer must 
instruct an independent third-party, which makes its 
investment decisions in relation to the issuer’s securities 
independently of, and uninfluenced by, the issuer, prior to 
the commencement of the prohibited period to execute 
the repurchase programme submitted to the JSE

 - The board of directors resolves to authorise the 
repurchase, provided that the company and its 
subsidiaries have passed the solvency and liquidity test 
and that, since the test was performed, there have been 
no material changes to the financial position of the Telkom 
group

 - The general authority may be varied or revoked by special 
resolution of the shareholders prior to the next AGM of the 
company

 - Should the company and/or any subsidiary cumulatively 
repurchase and/or acquire, as the case may be, 3% of the 
initial number of the company’s ordinary shares in terms of 
this general authority and for each 3% in aggregate of the 
initial number of that class repurchased and/or acquired, 
as the case may be, thereafter in terms of this general 
authority, an announcement shall be made in terms of the 
JSE Listings Requirements

Any decision by the directors, after considering the effect of 
a repurchase, of up to 10% of the company’s issued ordinary 
shares, to use the general authority to repurchase shares 
of the company, will be taken with regard to the prevailing 
market conditions and other factors.

The directors of Telkom SA SOC Limited, after considering 
the effect of the maximum potential repurchase, are of the 
opinion that for a period of 12 months after the passing of 
this resolution:

 - The company and its subsidiaries will, in the ordinary 
course of business, be able to pay its debts

 - The assets of the company and its subsidiaries will be in 
excess of its liabilities

 - The share capital and reserves of the company and 
its subsidiaries will be adequate for ordinary business 
purposes

 - The working capital of the company and its subsidiaries 
will be adequate for ordinary business purposes

The following additional information, which appears in 
Telkom SA SOC Limited’s integrated report, is provided in 
terms of the JSE Listings Requirements for purposes of this 
general authority:

 - The major shareholders on page 124.

 - The share capital of the company on page 4.

Directors’ responsibility statement:

The directors, whose names appear on page 87 of the 
integrated report, collectively and individually accept full 
responsibility for the accuracy of the information pertaining 
to this special resolution and certify that, to the best of 
their knowledge and belief, there are no facts that have 
been omitted which would make any statement false or 
misleading, and that all reasonable enquiries to ascertain 
such facts have been made and that this special resolution 
contains all required information.

Explanatory notes in respect of Special Resolution Number 1

This Special Resolution is proposed to allow the company 
and/or its subsidiaries by way of a general authority to 
repurchase and/or acquire shares issued by the company.

The existing general authority for the company and/or a 
subsidiary thereof to repurchase or purchase, as the case 
may be, shares in the company, granted by shareholders 
at the previous AGM is due to expire at this AGM, unless 
renewed.

The directors have no specific intention, at present, for 
the company or its subsidiaries to repurchase any of the 
company’s shares but are of the opinion that it would 
be in the best interests of the company to extend such 
general authority, and thereby allow the company or any 
subsidiary of the company to be in a position to repurchase 
or purchase, as the case may be, the shares issued by the 
company through the order book of the JSE, should an 
opportunity present itself where the market conditions 
and price justify such action. The general authority is also 
required to enable the company to perform its settlement 
obligations to employees participating in the Telkom SA SOC 
Limited Employee Forfeitable Share Plan.
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 - in the event of a sub-division or consolidation of issued 
ordinary shares during the period of this authority, 
the existing authority must be adjusted accordingly to 
represent the same allocation ratio

 - The maximum discount at which equity securities may 
 be issued is 10% of the weighted average traded price on 
 the JSE of such equity securities measured over the 
 30 business days prior to the date that the price of the  
 issue is agreed between the issuer and the party subscribing  
 for the securities. The JSE should be consulted for a ruling  
 if the company’s securities have not traded in such 
 30 business day period

Explanatory notes in respect of Special Resolution Number 2

The directors wish to be granted authority to allot and 
issue the ordinary shares of the company that they would 
be authorised by Ordinary Resolution Number 5 to issue 
as they in their discretion deem fit, for cash from time 
to time, subject to the provisions of the memorandum 
of incorporation, the Companies Act and the JSE Listings 
Requirements, in particular section 5.52 of the JSE Listings 
Requirements. The ordinary shares capable of being issued 
for cash under this authority effectively represent 5% of 
the number of ordinary shares in issue as at the date of this 
notice of AGM, which is significantly lower than the maximum 
30% permitted in terms of the JSE Listings Requirements.

The directors consider it beneficial to obtain the authority 
to enable the company to take advantage of any business 
opportunity that may arise in future.

Special Resolution Number 2 – General 
authority for directors to issue shares for cash

Resolved that, subject to the passing of Ordinary Resolution 
Number 5 and the provisions of the Companies Act and the 
JSE Listings Requirements, the directors be and are hereby 
authorised by way of a general authority, to allot and issue 
ordinary shares in the share capital of the company for cash, 
on such terms and conditions as they deem fit, subject to 
the following conditions:

 - The general authority granted to the directors shall be 
valid only until the company’s next AGM and shall not 
extend beyond 15 months from the date on which this 
resolution is passed

 - The equity securities must be issued only to persons 
qualifying as public shareholders, as defined in the JSE 
Listings Requirements, and not to related parties (unless 
the JSE agrees otherwise)

 - The equity securities which are the subject of general 
issues for cash:

 - may not exceed 5%, of the company’s number of 
ordinary shares in issue as at the date of the notice of 
AGM, net of treasury shares (being 24 842 431 ordinary 
shares in issue)

 - any ordinary shares issued under this authority must be 
deducted from the number of ordinary shares set out 
above

Notice of annual  
general meeting continued

Annual retainer fee
Meeting 

attendance fee
Special meeting 
attendance fee

Telkom SA SOC Ltd board Amount Amount Amount

Chairperson 1 446 635 – 27 030

Board member 424 000 – 20 246

International board member 584 908 – 20 246

Board committee 20 246

Audit Committee

Chairman 76 850

Member 40 280

Risk Committee

Chairman 56 233

Member 33 708

Social and Ethics Committee

Chairman 57 770

Member 34 715

Nominations Committee

Chairman 51 233

Member 34 697

Remuneration Committee

Chairman 57 770

Member 34 697

Investment and Transactions Committee

Chairman 53 283

Member 34 715

Explanatory notes in respect of Special Resolution Number 3

In terms of sections 66(8) and (9) of the Companies Act, 
remuneration may only be paid to directors for their 
service as directors in accordance with a special resolution 
approved by shareholders within the previous two years and 
if not prohibited in terms of a company’s memorandum of 
incorporation. The remuneration of directors for their services 
is determined from time to time by the directors, taking 
into account the recommendations of the remuneration 
committee. Directors shall also be paid travelling, 
subsistence and other expenses properly incurred by 
them in the execution of their duties, including attendance 
of meetings of directors and of committees of directors 
authorised or ratified by directors.

The board of directors has considered the remuneration 
paid to the non-executive directors for the year ending 
31 March 2019 and is of the view that, in the best interest 
of the Company, the fees for the non-executive directors be 
increased by 6%.

Special Resolution Number 4 – General 
authority to provide financial assistance

Resolved that the board of directors be and is hereby 
authorised to cause the company, subject to compliance 
with the requirements of the memorandum of incorporation 
and the Companies Act, to provide direct or indirect financial 
assistance as contemplated in sections 44 and 45 of the 
Companies Act, including by way of a loan, guarantee, 
the provision of security or otherwise, to any of its present or 
future subsidiaries and/or any other company or entity that 
is or becomes related or inter-related to the company for 
any purpose or in connection with any matter. This includes 
but not limited to, the subscription of any option, or any 
securities issued or to be issued by the company or a related 
or inter-related company or entity, or for the purchase of 
any securities of the Company or a related or inter-related 

company or entity, for such amounts and on such terms as 
the board of directors may determine in its discretion. This 
authority shall continue until the next AGM of the company.

Explanatory notes in respect of Special Resolution Number 4

The board of directors wishes to have the ability to provide 
financial assistance (by way of loan, guarantee, the provision 
of security or otherwise), if necessary, to related or inter-
related companies and entities. Furthermore, it may be 
necessary or desirous for Telkom to provide financial 
assistance to related or inter-related companies and entities 
to subscribe for options or securities or purchase securities 
of Telkom or another company related or inter-related to it.  
However, under sections 44 and/or 45 of the Companies Act, 
Telkom will require the special resolution referred to above to 
be adopted. In the circumstances and in order to, inter alia, 
ensure that Telkom’s subsidiaries and other related or inter-
related companies and entities have access to financing and/
or financial backing from Telkom, it is necessary to obtain 
the approval of shareholders, as set out in Special Resolution 
Number 4.

Litigation statement:

Telkom has filed an appeal to the Supreme Court of Appeal 
against the Tax Court judgement that found in favour 
of SARS on the tax treatment of the loss that arose in a 
prior year on the sale of a foreign subsidiary. Other than 
information disclosed in note 36 of the annual financial 
statements, Telkom is not aware of any other matter that 
may materially affect its financial position.

Material changes:

There have been no material changes in the affairs or 
financial position of the company since the end of the 
financial year ended 31 March 2019 and the date of this 
notice of AGM. 

By order of the board
 
TELKOM SA SOC LIMITED

AC Ceba
Group Company Secretary 
4 July 2019

Registered Office Transfer Secretaries
Telkom Park Computershare Investor Services Proprietary Limited
61 Oak Avenue Rosebank Towers
Highveld 15 Biermann Avenue
Centurion, 0157 Rosebank, 2196
South Africa South Africa
(Private Bag X881, Pretoria, 0001) (PO Box 61051, Marshalltown, 2107)

Special Resolution Number 3 – Remuneration of non-executive directors

Resolved that the remuneration of the non-executive directors of the company for their services as directors of the company be as set 
out below with effect from 27 August 2019 with a 6% annual increase:
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Keith A Rayner
Keith A Rayner holds a CA(SA) qualification and BCom 
and CTA from the Rhodes University. He is a chartered 
accountant and CEO of KAR Presentations, an advisory and 
presentation corporation, which specialises in corporate 
finance and regulatory advice and presentations. Corporate 
finance laws taught include the JSE Listings Requirements, 
Takeover Law, Companies Act, Governance, Valuations, IFRS, 
Corporate Actions and select director education courses. 
He is an independent non-executive director of Sibanye 
Gold Ltd and Ecsponent Ltd and is the chairman of both 
companies’ Audit Committees. 

Keith A Rayner is a member of the JSE Issuer Regulation 
Advisory Committee and has been actively involved in 
assisting the JSE Issuer Regulation Division since 1995. He 
is a fellow of the Institute of Directors in South Africa, a non-
practising member of the Institute of Stockbrokers in South 
Africa and a member of the Investment Analysts Society. He 
is a past member of the SAMREC / SAMVAL working group, 
the Takeover Regulation Panel’s rewrite committee, the IOD’s 
CRISA committee, a King III sub-committee and SAICA’s 
Accounting Practices Committee.  

Keith A Rayner brings extensive expertise in accounting, 
mergers and acquisitions, corporate governance and 
corporate finance.

Experience

 - 2002 – CEO of KAR Presentations 

 - 1993 – 2002 Corporate Finance, Simpson McKie/HSBC 

 - 1991 – 1993 Financial Director, Byrne Fleming

 - 1987 – 1991 Corporate Finance, Rand Merchant Bank

 - 1983 – 1987 Auditing and Accounting Technical Advisory, 
Arthur Young

 

Education

CA(SA): Arthur Young, BCom, CTA: Rhodes University

Accomplishments

Co-author of commentary on South African Takeover Law 
(Second edition).

TELKOM SA SOC LIMITED
(Incorporated in the Republic of South Africa)  
(Registration number 1991/005476/30)
(JSE share code: TKG) ISIN: ZAE000044897)
(“Telkom” or “the Company”)

Form of proxy for the AGM

(For completion by certificated shareholders and own-name dematerialised shareholders. 
Shareholders entitled to attend and vote at the AGM may appoint one or more proxies 
to attend, vote and speak at the AGM in its/his/her stead. Such proxy/ies need not be a 
shareholder/s of Telkom.)

For use at the AGM of shareholders to be held at BCX, Multi-Purpose Room, 1021 Lenchen Avenue North, Centurion, 0157 on 
Tuesday, 27 August 2019 at 10:00.

A dematerialised shareholder who is not an “own-name” registered shareholder, must inform its/his/her central securities 
depository participant (“CSDP”) or broker of its/his/her intention to attend the AGM and request its/his/her CSDP or broker to issue 
it/him/her with the necessary documentation to attend the AGM in person and vote or provide their CSDP or broker with its/his/her 
voting instructions should it/he/she not wish to attend the AGM in person. A dematerialised shareholder who is not an “own-name” 
registered shareholder should not use this form of proxy, but must contact its/his/her CSDP or broker as the company will take no 
responsibility for shareholders who do not contact their CSDP or brokers timeously.

I/We  (name in BLOCK LETTERS) 

Of (address in BLOCK LETTERS)

Being the holders of ordinary shares in the capital of the Company,

do hereby appoint:  

of

or failing him/her  

of

or failing him/her, the Chairman of the AGM as my/our proxy to represent me/us at the AGM to be held at BCX, Multi-Purpose 
Room, 1021 Lenchen Avenue North, Centurion, 0157 on Tuesday, 27 August 2019 at 10:00 or at any adjournment thereof, for 
purposes of considering and if deemed fit, passing with or without modification, the resolutions to be proposed thereat and at each 
adjournment, as follows:

Sibusiso P Sibisi
Sibusiso Sibisi holds a BSc (Physics) from Imperial College 
of Science and Technology and a PhD from Cambridge 
University. He is a Director and Head of Wits Business School 
and serves on the Boards of Liberty Holdings, Denel and 
Mapungubwe Institute for Strategic Reflection. He previously 
served on the Boards of, amongst others, Murray and 
Roberts and African Rainbow Minerals. 

Sibusiso Sibisi brings extensive expertise in ICT, start-up 
ventures, and business-to-business intelligence skills.

Experience

 - 2018 Director and Head, Wits School of Business

 - 2017 Consulting

 - 2002 – 2016 President & CEO: CSIR 

 - 2000 – 2001 Deputy Vice Chancellor, Research, University 
of Cape Town

 - 1997 – 1999 Executive Director, Plessey, Cape Town

 - 1993 – 1997 Executive Director, MaxEnt Solutions Ltd, 
Cambridge

 - 1992 – 1993 Senior Research Associate, Cambridge: 
Cavendish Laboratory

 - 1989 – 1992 Senior Research Associate, Cambridge: 
DAMTP1

 - 1989 Senior Lecturer, University of Witwatersrand: Applied 
Mathematics

 - 1987 – 1988 Fulbright Fellow, California Institute of 
Technology

 - 1984 – 1989 Lecturer, University of Witwatersrand: 
Applied Mathematics

 

Education

PhD, Cambridge University (1983): DAMTP & Churchill 
College, Part III (1979), Cambridge University: DAMTP & 
Churchill College, BSc (Physics)(1978), London Imperial 
College of Science and Technology

Accomplishments

Order of Mapungubwe (Silver); contribution to technology & 
research - 2007

Annexure  to notice of 
annual general meeting 
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Notes to proxy
1. A certificated shareholder and an “own name” registered 

dematerialised shareholder may insert the name of 
a proxy or the names of proxies of the certificated 
shareholder’s / “own name” registered dematerialised 
shareholder’s choice in the space provided, with or 
without deleting the Chairman of the AGM. The person 
whose name stands first on the form of proxy and who 
is present at the AGM shall be entitled to act as proxy to 
the exclusion of the persons whose names follow.

2. Instructions to the proxy have to be indicated by the 
insertion of the relevant number of votes exercisable 
in the appropriate box provided. Failure to comply with 
this shall be deemed to authorise the Chairman of the 
AGM, if the Chairman is the authorised proxy, to vote in 
favour of the resolutions at the AGM or the appointed 
proxy to vote or to abstain from voting at the AGM, as 
he/she deems fit in respect of all the appointer’s votes 
exercisable thereat, or the appointed proxy to vote or to 
abstain from voting at the AGM, as he/she deems fit in 
respect of all the appointer’s votes exercisable by that 
proxy.

3. The total number of votes for or against the resolutions 
and in respect of which any abstention is recorded 
may not exceed the total number of votes to which the 
person entitled to vote granting the proxy is entitled.

4. Documentary evidence establishing the authority of a 
person signing this form of proxy in a representative 
capacity has to be attached to this form of proxy, unless 
previously recorded by the transfer secretaries or waived 
by the Chairman of the AGM.

5. The transfer secretaries at the AGM may reject or accept 
any form of proxy that is completed and/or received, 
other than in compliance with these notes.

6. Any alterations or corrections to this form of proxy shall 
be initialled by the signatory(ies).

7. The completion and lodging of this form of proxy shall 
not preclude the relevant person entitled to vote from 
attending the AGM and speaking and voting in person 
thereat to the exclusion of any proxy appointed in terms 
hereof, should such person wish to do so.

8. Where there are joint holders of shares:

a. any one holder may sign this form of proxy; and

b. the vote of the senior shareholder (for that 
purpose, seniority will be determined by the order 
in which the names of the shareholders appear 
in the Company’s register) who tenders a vote 
(whether in person or by proxy) will be accepted 
to the exclusion of the vote(s) of the other joint 
shareholders.

9. A minor must be assisted by his/her parent or legal 
guardian, unless the relevant documents establishing 
his/her legal capacity are produced or have been 
registered by the transfer secretaries.

10. A proxy may not delegate his/her authority to act on 
behalf of the shareholder to another person.

Resolution For Against Abstain

ORDINARY RESOLUTIONS

Ordinary Resolution Number 1.1: Election of Keith A Rayner as a director.

Ordinary Resolution Number 1.2: Election of Sibusiso P Sibisi as a director.

Ordinary Resolution Number 2.1: Re-election of Santie L Botha as a director.

Ordinary Resolution Number 2.2: Re-election of Khanyisile T Kweyama as a director.

Ordinary Resolution Number 2.3: Re-election of Kholeka W Mzondeki as a director.

Ordinary Resolution Number 2.4: Re-election of Fagmeedah Petersen-Cook as a director.

Ordinary Resolution Number 3.1: Election of Sibusiso PC Luthuli as a member of the audit 
committee.

Ordinary Resolution Number 3.2: Election of Kholeka W Mzondeki as a member of the 
audit committee, subject to her re-election as a director 
pursuant to resolution number 2.3.

Ordinary Resolution Number 3.3: Election of Keith A Rayner as a member of the audit 
committee, subject to his election as a director pursuant 
to resolution number 1.1.

Ordinary Resolution Number 3.4: Election of Rex G Tomlinson as a member of the audit 
committee.

Ordinary Resolution Number 3.5: Election of Louis L Von Zeuner as a member of the audit 
committee.

Ordinary Resolution Number 4.1: Re-appointment of PricewaterhouseCoopers as joint 
auditors of the company.

Ordinary Resolution Number 4.2: Re-appointment of SizweNtsalubaGobodo Grant 
Thornton as joint auditors of the company.

Ordinary Resolution Number 5: General authority for directors to allot and issue and/or 
grant options over ordinary shares.

Ordinary Resolution Number 6.1: Approval of the remuneration policy.

Ordinary Resolution Number 6.2: Approval of the implementation report.

SPECIAL RESOLUTIONS

Special Resolution Number 1: General authority to repurchase of shares.

Special Resolution Number 2: General authority for directors to issue shares for cash.

Special Resolution Number 3: Remuneration of non-executive directors.   

Special Resolution Number 4: General authority to provide financial assistance.

and generally, to act as my/our proxy at the said AGM.

(Please indicate with an “x”, in the applicable spaces, how you wish your votes to be cast) 
Unless otherwise directed, the proxy will vote as he/she deems fit.

Signed at                                    this                    day of 2019 

Signature of shareholder 

assisted by (where applicable)

 

Please read the notes to proxy on the next page.
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Summary of applicable rights 
established in section 58 of the 
Companies Act, 2008, as amended. 

For purposes of this summary, the term “shareholder” shall 
have the meaning ascribed thereto in section 57(1) of the 
Companies Act.

1. At any time, a shareholder of a company is entitled to 
appoint any individual, including an individual who is not 
a shareholder of that company, as a proxy to participate 
in, speak and vote at a shareholders meeting on behalf 
of the shareholder.

2. A proxy appointment must be in writing, dated and 
signed by the relevant shareholder.

3. Except to the extent that the memorandum of 
incorporation of a company provides otherwise –

3.1. a shareholder of the relevant company may appoint 
two or more persons concurrently as proxies, and 
may appoint more than one proxy to exercise voting 
rights attached to different securities held by such 
shareholder; and

3.2. a copy of the instrument appointing a proxy must 
be delivered to the relevant company or to any 
other person on behalf of the relevant company, 
before the proxy exercises any rights of the 
shareholder at a shareholders meeting.

4. Irrespective of the form of instrument used to appoint a 
proxy –

4.1. the appointment of the proxy is suspended at any 
time and to the extent that the shareholder who 
appointed that proxy chooses to act directly and in 
person in the exercise of any rights as a shareholder 
of the relevant company; and

4.2. should the instrument used to appoint a proxy be 
revocable, a shareholder may revoke the proxy 
appointment by cancelling it in writing, or making 
a later inconsistent appointment of a proxy, and 
delivering a copy of the revocation instrument to 
the proxy and the relevant company.

5. The revocation of a proxy appointment constitutes a 
complete and final cancellation of the proxy’s authority 
to act on behalf of the relevant shareholder as of the 
later of the date –

5.1. stated in the revocation instrument, if any; or

5.2. upon which the revocation instrument is delivered 
to the proxy and the relevant company as required 
in section 58(4)(c)(ii) of the Companies Act.

6. Should the instrument appointing a proxy or proxies 
have been delivered to the relevant company, as long 
as that appointment remains in effect, any notice 
that is required by the Companies Act or the relevant 
company’s memorandum of incorporation to be 
delivered by such company to the shareholder must be 
delivered by such company to –

6.1. the shareholder; or

6.2. the proxy or proxies if the shareholder has in writing 
directed the relevant company to do so and has 
paid any reasonable fee charged by the company 
for doing so.

7. A proxy is entitled to exercise, or abstain from 
exercising, any voting right of the relevant shareholder 
without direction, except to the extent that the 
memorandum of incorporation of the relevant company 
or the instrument appointing the proxy provide 
otherwise.

8. If a company issues an invitation to shareholders to 
appoint one or more persons named by such company 
as a proxy, or supplies a form of instrument for 
appointing a proxy –

8.1. such invitation must be sent to every shareholder 
who is entitled to receive notice of the meeting at 
which the proxy is intended to be exercised;

8.2. the company must not require that the proxy 
appointment be made irrevocable; and

8.3 the proxy appointment remains valid only until 
the end of the relevant meeting at which it 
was intended to be used, unless revoked as 
contemplated in section 58(5) of the Companies 
Act.

It is requested that forms of proxy be lodged with or posted 
to the Transfer Secretaries, Computershare Investor Services 
Proprietary Limited, Rosebank Towers,15 Biermann Avenue, 
Rosebank, 2196 (PO Box 61051, Marshalltown, 2107) to be 
received by no later than 10:00 on Friday, 23 August 2019. 
If forms of proxy are not received by the Transfer Secretaries 
by the relevant time, they will nevertheless be entitled to be 
lodged immediately prior to the commencement of the AGM 
in accordance with the instructions therein, with the transfer 
secretaries at the AGM (and are requested to be so lodged 
at least by 09:30, which is 30 minutes prior to the time 
appointed for commencement of the AGM).

 
Transfer Secretaries Telkom Registered Office
Computershare Investor  
Services Proprietary Limited
Rosebank Towers
15 Biermann Avenue
Rosebank, 2196
(PO Box 61051,  
Marshalltown, 2107)

Telkom Park
61 Oak Avenue
Highveld
Centurion, 0157
(Private Bag X881,  
Pretoria, 0001)

By order of the board
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2G second generation

3G third generation

4G fourth generation

5G fifth generation

ADSL asymmetrical digital subscriber 
line

AGM annual general meeting

AI artificial intelligence

ARPU average revenue per user

ASA additional forfeitable share 
awards

B-BBEE broad-based black economic 
empowerment

BCoE Business Code of Ethics

BSS business support system

capex capital expenditure

CEO chief executive officer

CFO chief financial officer

CIO chief information officer

CLM customer loyalty measure

DTI Department of Trade and 
Industry

EBITDA earnings before interest, tax, 
depreciation and amortisation

ECA Electronic Communications Act

ERM enterprise risk management

ESD enterprise and supplier 
development

ESG environmental, social and 
governance

ESOP employee share ownership 
plan

exco executive committee

FCF free cash flow

fintech financial technology

FLDP Female Leadership 
Development programme

FSP forfeitable share plan

FTTH fibre to the home

FY financial year

GDP gross domestic product

GHG greenhouse gas

GP guaranteed package

HEPS headline earnings per share

HVAC heating, ventilation and 
air-conditioning

ICASA Independent Communications 
Authority of South Africa

ICT information and 
communications technology

IFRS International Financial 
Reporting Standards

IFT Independent Field Technician

iGRC Integrated governance, risk 
and compliance

IIA Institute of Internal Auditors

IoT  Internet of Things

IP internet protocol

IPPF International Professional 
Practices Framework

ISO International Organization for 
Standardization

ISP internet service provider

ISPPIA International Standards for 
the Professional Practice of 
Internal Auditing

IT information technology

ITU International 
Telecommunication Union

JSE Johannesburg Stock Exchange

King IV King IV Report on Corporate 
Governance for South Africa, 
2016

KPI key performance indicator

LED light-emitting diode

LTE long-term evolution

LTE A long-term evolution advance

LTI long-term incentive

LTIP long-term incentive plan

MOI memorandum of incorporation

NGN next-generation network

NPS net promoter score

OHS occupational health and safety

OHS Act Occupational Health and 
Safety Act, 85 of 1993

OSS operations support system

OTT over-the-top

PAT profit after tax

POTN packet optical transport 
network

PV photovoltaic

remco remuneration committee

ROIC return on invested capital

SMB small and medium business

SOX Smart Office Connexion

STI short-term incentive

TAS Telkom Audit Services

VAS value added services

VAT value added tax

VERP voluntary early retirement 
packages

VSP voluntary severance packages

WACC weighted average cost of 
capital

WOAN wholesale open access 
network

WTC WeThinkCode

Acronyms
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Administration
Company registration number
1991/005476/30

Head office
61 Oak Avenue 
Centurion, 0157

Postal address 
Telkom SA SOC Ltd 
Private Bag X881
Pretoria, 0001

Telkom register helpline
0861 100 948 

Group company secretary
Ayanda Ceba 
Tel: +27 12 311 0345
secretariat@telkom.co.za 

Investor relations
Babalwa George
Tel: +27 12 311 8675
telkomir@telkom.co.za

Auditors
PricewaterhouseCoopers Inc.
4 Lisbon Lane, Waterfall City
Juskei View, 2090
Tel: +27 11 797 4000

SizweNtsalubaGobodo Grant Thornton Inc.
20 Morris Street East
Woodmead, 2191
Tel: +27 11 231 0600

Special note regarding forward-looking 
statements

Many of the statements in this document, and verbal
statements that may be made by Telkom or by officers,
directors or employees acting on Telkom’s behalf, constitute
or are based on forward-looking statements.

All statements, other than statements of historical facts,
including, among others, statements regarding our strategy,
future financial position and plans, objectives, capital
expenditures, projected costs and anticipated cost savings
and financing plans, as well as projected levels of growth
in the communications market, are forward-looking
statements. Forward-looking statements can generally be
identified by the use of terminology such as “may”, “will”,
“should”, “expect”, “envisage”, “intend”, “plan”, “project”,
“estimate”, “anticipate”, “believe”, “hope”, “can”, “is designed
to” or similar phrases. However, the absence of such words
does not necessarily mean that a statement is not forward
looking. Forward-looking statements involve several and
unknown risks, uncertainties and other factors that could
cause our actual results and outcomes to be materially
different from historical results or from any future results
expressed or implied by such forward-looking statements.
Factors that could cause our actual results or outcomes to
differ materially from our expectations, include but are not
limited to those risks identified in Telkom’s most recent
integrated report, which is available at www.telkom.co.za/ir. 

Telkom cautions readers not to place undue reliance on
these forward-looking statements. All written and verbal
forward-looking statements attributable to Telkom, or
persons acting on our behalf, are qualified in their entirety by
these cautionary statements. Moreover, unless we are
required by law to update these statements, we will not
necessarily update any of these statements after the date of
this document, so that they conform either to the actual
results or to changes in our expectations.

Any forward looking financial information disclosed in 
this integrated report has not been reviewed or audited or 
otherwise reported on by our external joint auditors.

The FY2018 comparatives of the results announcement are
restated for the adoption of IFRS 15 and change in the
presentation of cash flows.

Pro forma information
Certain financial information presented in the results 
announcement that was released on 27 May 2019 and in the 
integrated report constitute pro forma financial information. 
This is presented for illustrative purposes only. Because of its 
nature, the pro forma financial information may not fairly present 
Telkom’s financial position, changes in equity, and results of 
operations or cash flows. The pro forma financial information is 
the responsibility of the board of directors of Telkom. 

The pro forma financial information contained in the results 
announcement that was released on 27 May 2019 has been 
reviewed by the group’s joint independent external auditors 
and their unmodified limited assurance report prepared in 
terms of ISAE 3420 relating to the results announcement is 
available for inspection at the company’s registered office 
during office working hours.

The financial information presented in the results 
announcement has been prepared excluding the impact of 
the voluntary severance packages (VSP), voluntary early 
retirement packages (VERP) and the section 189 costs 
(“the pro forma adjustments”) and constitute pro forma 
financial information to the extent that it is not extracted 
from the segment disclosure included in the summary 
audited consolidated provisional financial statements for 
the year ended 31 March 2019. This pro forma financial 
information has been presented to eliminate the impact of 
the pro forma adjustments from the consolidated financial 
results for the year ended 31 March 2019 to achieve a 
comparable year on year analysis and show the underlying 
performance of the business. The pro forma adjustments 
have been determined in terms of the group accounting 
policies disclosed in the consolidated financial statements 
for the year ended 31 March 2019, except for the changes 
in accounting policies as a result of the adoption of the 
accounting pronouncements effective from 1 January 2018 
and the JSE Listing Requirements.

Reported March 2019 refers to the March 2019 financial 
information as included in the summary audited consolidated 
financial statements.

The joint independent auditors’ audit report by 
PricewaterhouseCoopers Inc. and SizweNtsalubaGobodo 
Grant Thornton Inc. does not report on all of the information 
contained in the results announcement and integrated report. 
Shareholders are therefore advised that in order to obtain a full 
understanding of the nature of the joint independent auditors’ 
engagement they should obtain a copy of the joint independent 
auditors’ audit report together with the accompanying financial 
information from Telkom’s registered office. 

The directors of Telkom take full responsibility for the preparation 
of the results announcement and the integrated report including 
the pro forma financial information that has been correctly 
extracted from the underlying audited financial statements.

The information contained in this document is also available 
on Telkom’s investor relations website www.telkom.co.za/ir. www.telkom.co.za

Transfer secretaries
Computershare Investor Services (Pty) Ltd
Rosebank Towers
15 Biermann Avenue
Rosebank, 2196
PO Box 61051
Marshalltown, 2107

Sponsor
The Standard Bank of South Africa Ltd*
Standard Bank Centre
30 Baker Street
Rosebank, 2196

Nedbank CIB Ltd**
135 Rivonia Road 
Sandown
Sandton, 2196

United States ADR depository
The Bank of New York Mellon
Shareholder Relations Department
PO Box 11258
New York
NV 10286-1258
Tel: +1 888 643 4269
Shareowner-svcs@bankofny.com

   * Until 30 June 2019
** Effective from 1 July 2019

Special note regarding forward-looking  
statements and pro forma information

Produced by Green Grass Design and Greymatter & Finch
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