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offered in the form of Ordinary Shares or American Depositary Shares, or ADSs, each representing 4 Ordinary Shares

This is an initial public offering of ordinary shares, having a par value of R10 each in the capital of Telkom SA Limited, by the
Government of the Republic of South Africa. This global offering is expected to be 139,257,954 ordinary shares, but may be
increased to up to 167,109,546 ordinary shares. The global offering is being made in the United States and the Republic of South
Africa and to institutional investors outside of those jurisdictions. 48,740,284 of the ordinary shares offered in the global offering
are being registered under the US Securities Act of 1933 for initial offer and sale in the United States and for any resales into the
United States. Initial offers and sales outside the United States are not being registered under the US Securities Act of 1933.

We currently estimate that the initial public offering price will be:
* between R33.50 and R40.90 per ordinary share; and
e between $15.30 and $18.70 per ADS, based on an exchange rate of R8.77 per $1.00, rounded up to the nearest 10 US Cents.

All of the ordinary shares to be sold in the global offering are being offered by the Government of the Republic of South Africa. We
will not receive any of the proceeds from the sale of the ordinary shares in the global offering.

Prior to this global offering, there has been no public market for the ordinary shares or ADSs. The JSE Securities Exchange, South
Africa has agreed to list all the ordinary shares in the “Telecommunications Services” sector of the list of the JSE Securities
Exchange, South Africa under the symbol “TKG” and ISIN Code “ZAE000044897,” subject to the attainment of a spread of
shareholders acceptable to the JSE Securities Exchange, South Africa and the submission of all supporting documents required by
the JSE Securities Exchange, South Africa. Telkom has applied to list the ADSs on the New York Stock Exchange under the symbol
“TKG.” Please see page 161 of this prospectus for a description of the views of the JSE Securities Exchange, South Africa on
the creation of the class A ordinary share and class B ordinary share in the share capital of Telkom on the JSE Securities
Exchange, South Africa listing date and the rights afforded to the holders thereof.

Investing in Telkom’s ordinary shares and ADSs involves risks. See “Risk Factors” beginning on page 14 of this prospectus.

Underwriting Proceeds to the
Discounts and Government of the
Price to Public Commissions" Republic of South Africa
Per ordinary share . . ... ... ....... R R R
PerADS . . . ... ... $ $ $
Total @ . .. ... $ $ $

" Underwriting discounts and commissions do not include fees of up to 0.45% of the total proceeds of the global offering that

may be payable at the discretion of the Government of the Republic of South Africa.
@ Assumes that all ordinary shares are sold in the form of ADSs.
The Government of the Republic of South Africa intends to grant the joint global coordinators, on behalf of the underwriters,
a 30-day option to purchase up to a maximum of 20,888,693 additional ordinary shares on the same terms and conditions set forth
above solely to cover over-allotments, if any.

Neither the US Securities and Exchange Commission, the South African Registrar of Companies, the JSE nor any other
regulatory body has approved or disapproved of these securities or passed on the adequacy or accuracy of this prospectus as
truthful or complete. Any representation to the contrary is a criminal offense.

This prospectus does not constitute an offer for sale of ordinary shares or ADSs in the Republic of South Africa and may
not be distributed in South Africa.

The underwriters expect to deliver the ordinary shares and ADSs on or about March 7, 2003.
Deutsche Bank Securities JPMorgan

Prospectus dated , 2003



You should rely only on the information contained in this prospectus. We and the Government of the Republic of South Africa
have not authorized anyone to provide you with different information. We and the Government of the Republic of South Africa are
not offering to sell or soliciting offers to buy the ordinary shares or ADSs in places where such offers and sales are not permitted by
applicable law. You should not assume that the information in this prospectus is accurate as of any date other than the date on the
front of this prospectus.
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PROSPECTUS SUMMARY

Overview

Telkom is one of the largest companies registered in the Republic of South Africa and we are the largest communications
services provider on the African continent based on operating revenue and assets. We had consolidated operating revenue of
R34.2 billion ($3.2 billion), net profit of R1.2 billion ($116 million) and cash flow from operating activities of R8.2 billion
($775 million) in the year ended March 31, 2002 and we had total assets of R55.2 billion ($5.2 billion) and shareholders’ equity of
R16.8 billion ($1.6 billion) as of March 31, 2002. We had consolidated operating revenue of R18.3 billion ($1.7 billion), net profit
of R0.6 billion ($61 million) and cash flow from operating activities of R3.5 billion ($328 million) in the six months ended
September 30, 2002 and we had total assets of R54.6 billion ($5.2 billion) and shareholders’ equity of R17.5 billion ($1.7 billion)
as of September 30, 2002.

We offer business, residential and payphone customers a wide range of services and products, including:

* fixed-line voice services, including subscriptions and connections services, local, long distance, fixed-to-mobile and
international voice services, interconnection and transit communications services, value-added voice services, customer
premises equipment sales and directory services;

* fixed-line data services, including domestic and international data transmission services, such as leased lines and packet-
based services, managed data networking services and internet access and related information technology services; and

* mobile communications services, including voice and data services, value-added services and handset sales through our joint
venture, Vodacom, a company incorporated in the Republic of South Africa.

We had the exclusive right to provide public switched telecommunications services, including international voice services, in
South Africa until May 7, 2002. We are currently the only national provider of these services in South Africa, although a process
has been commenced to liberalize the South African communications market, which will introduce competition in a number of our
business areas. In 1997, we embarked on an extensive five year capital investment program in our fixed-line business. Our fixed-line
capital investment for the five years ended March 31, 2002 was R41.7 billion ($4.0 billion), of which R27.9 billion ($2.6 billion)
was for network modernization and line roll-out in order to comply with our license obligations and prepare for competition.

As of September 30, 2002, we had 4.9 million telephone access lines in service and 99.8% of our telephone access lines were
connected to digital exchanges.

Vodacom is our mobile communications joint venture with Vodafone Group Plc, a company incorporated in England and Wales,
and VenFin Limited, a company incorporated in the Republic of South Africa. Vodacom is the largest mobile communications
network operator in South Africa with a market share of approximately 59% as of September 30, 2002 based on total reported
customers. Vodacom had 7.7 million customers as of September 30, 2002, of which 7.1 million were in South Africa. Vodacom has
investments in mobile communications network operators in Lesotho, Tanzania and the Democratic Republic of the Congo and in
an entity that, in August 2002, was granted a license to operate a mobile communications network in Mozambique. Vodacom had
consolidated revenue of R16.2 billion ($1.5 billion), net profit of R2.4 billion ($225 million) and cash flow from operating activities
of R3.8 billion ($362 million) in the year ended March 31, 2002 and total assets of R15.4 billion ($1.5 billion) and shareholders’
equity of R5.5 billion ($518 million) as of March 31, 2002. Vodacom had consolidated revenue of R9.4 billion ($895 million), net
profit of R0.9 billion ($87 million) and cash flow from operating activities of R1.6 billion ($155 million) in the six months ended
September 30, 2002 and total assets of R17.3 billion ($1.6 billion) and shareholders’ equity of R6.3 billion ($601 million) as of
September 30, 2002.

We believe that we have a number of competitive strengths that will enable us to increase our profitability and cash flow and
successfully meet competition. Our competitive strengths include our leading market position in the South African fixed-line
communications market, our state-of-the-art, fully digital fixed-line network and the financial, operational and managerial expertise
of our strategic equity investor, Thintana Communications LLC, a Delaware limited liability company, which is 60% beneficially
owned by SBC Communications, Inc., a Delaware corporation, and 40% beneficially owned by Telekom Malaysia S.D.N. Berhard,
a company incorporated in Malaysia. In addition, Vodacom is the leading South African mobile communications network operator
with strong brand recognition, extensive network coverage and distribution channels, experienced local and international
shareholders and management and Vodacom is expanding its operations in other select sub-Saharan Africa countries.

Our group strategy

Our group strategic goals are to increase shareholder value by increasing profitability and cash flows, while maintaining our
market leadership in the South African fixed-line and mobile communications markets. We also intend to support Vodacom’s
strategy of establishing and maintaining leading positions in other sub-Saharan African mobile markets. In addition, we will seek to
increase the synergies between our fixed-line business and Vodacom.

In order to achieve our goals, we intend to pursue the following strategies:

e compete effectively in our core fixed-line markets and grow selected markets;

* continue to reduce operating expenses and enhance capital investment efficiencies in our fixed-line business;




» expand our integrated service offerings through the increased sale of existing data products and the development of new data
and fixed-mobile products;

e continue to invest in our fixed-line employees to foster a highly competitive corporate culture and to enhance skills retention;
and

* capitalize on the growing mobile communications market through Vodacom.

Group operational structure

Our business segments and group operational structure are as follows:

Fixed-line Mobile
Telkom $A Limited 00 Vodacom Group
64.9%
Telkom Directory Services
(Proprietary) Limited
100.0%

Swiftnet (Proprietary)
Limited

Y

History

Telkom was incorporated on September 30, 1991 as a public limited liability company registered under the South African
Companies Act, 61 of 1973, as amended. On that same date, the Government of the Republic of South Africa transferred the
entire telecommunications enterprise of the then Department of Posts and Telecommunications of the Republic of South Africa
to Telkom. Telkom remained a wholly state-owned enterprise until May 14, 1997, when the Government sold a 30% equity interest
in Telkom to Thintana Communications as part of its policy to liberalize the telecommunications market in South Africa. On March
30, 2001, the Government sold another 3% equity interest in Telkom from its holdings to Ucingo Investments (Proprietary) Limited,
a company incorporated in the Republic of South Africa comprising a consortium of black empowerment investors, leaving the
Government with 67% of Telkom’s issued and outstanding ordinary share capital.

As part of the sale to Thintana Communications, the then Minister of Posts, Telecommunications and Broadcasting of the
Republic of South Africa entered into an agreement with Thintana Communications under which Thintana Communications
undertook significant operational and managerial responsibilities and acquired the ability to exercise effective operational and
managerial control over us until May 2002. Since May 2002, our strategic equity investors no longer exercise effective operational
and managerial control over us, but they continue to provide us with strategic direction as their nominees continue to occupy key
managerial positions and participate in Telkom’s operating committee.

Upon completion of the global offering, the Government of the Republic of South Africa will own approximately 42% of
Telkom’s issued and outstanding ordinary share capital, or approximately 38% if the underwriters exercise their over-allotment
option in full, and Thintana Communications will own approximately 30% of Telkom’s issued and outstanding ordinary share
capital.

Telkom’s registration number is 1991/005476/06. Telkom’s principal executive offices are located at Telkom Towers North,
152 Proes Street, Pretoria 0002, Gauteng Province, South Africa. Telkom’s telephone number is (27) (12) 321 5808 and
its internet address is www.telkom.co.za. Information contained on Telkom’s website is not a part of this prospectus.
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Unless the context requires otherwise, references to “we,” “us
Telkom SA Limited and its subsidiaries and its 50% interest in Vodacom, and references to “Telkom” in this prospectus refer only
to Telkom SA Limited. References to “Vodacom” in this prospectus refer to Telkom’s 50% owned joint venture, Vodacom Group
(Proprietary) Limited, and its subsidiaries. We do not control Vodacom, the management of which requires consensus agreement
amonyg its shareholders who are party to Vodacom’s joint venture agreement.

our” and the “Telkom Group” in this prospectus refer to




The Global Offering

US and International Offerings

South African Retail Offering

Offering Price

Over-Allotment Option

Ownership of Controlling
Shareholders following the
Global Offering

The Global Offering

A global offering of 139,257,954 ordinary shares by the Government of the Republic of
South Africa in the US and International offerings and the South African retail offering. The
global offering may be increased to up to 167,109,546 ordinary shares in certain
circumstances. 48,740,284 of the ordinary shares offered in the global offering are being
registered under the US Securities Act of 1933 for initial offer and sale in the United States
and for any resales into the United States. Offers and sales of ordinary shares and ADSs
outside the United States, including all ordinary shares and ADSs offered to South African
retail and institutional investors, are being offered pursuant to Regulation S under the US
Securities Act of 1933 and are not covered by the registration statement filed with the US
Securities and Exchange Commission.

Made to retail and institutional investors in the United States and to institutional investors
outside of the United States, including institutional investors in the Republic of South
Africa, in the form of ordinary shares or ADSs.

e Made to individuals in possession of a valid South African identity number and who
provide a South African postal address and groups of such individuals, known as stokvels,
at a 20% discount to the initial public offering price, rounded down to the nearest SA
Cent, for up to R5,000 of ordinary shares per individual and up to R5,000 of ordinary
shares per member of a stokvel, subject to a maximum of R50,000 of ordinary shares per
stokvel, in the form of ordinary shares. This offering is referred to as the Khulisa offer.
Ordinary shares purchased in this offering may not be sold for three months following the
date of the listing of the shares on the JSE. The Government of the Republic of South
Africa will also award investors under this offer one ordinary share for every five ordinary
shares purchased and held in trust until the second anniversary of the JSE listing date.

* Made to individuals in possession of a valid South African identity number and who provide
a South African postal address at a 5% discount to the initial public offering price, rounded
down to the nearest SA Cent, in the form of ordinary shares.

See “The Global Offering” beginning on page 182 of this prospectus.

Between R33.50 and R40.90 per ordinary share. This is equivalent to between $15.30 and
$18.70 per ADS at a ratio of 4 ordinary shares per ADS and an exchange rate of R8.77 per
$1.00, rounded up to the nearest 10 US Cents. The initial public offering price may be outside
one or both of the price range indications referred to above. Ordinary shares sold in the

South African retail offering will be at the discounts set out above. The initial public

offering price will be inclusive of uncertificated securities tax.

The Government of the Republic of South Africa intends to grant the joint global
co-ordinators, on behalf of the underwriters, a 30-day option to purchase up to a maximum
of 20,888,693 additional ordinary shares on the same terms and conditions set forth above
solely to cover over-allotments, if any.

Following the completion of this global offering, Telkom’s controlling shareholders will

own the following shares:

* The Government will own the one issued and outstanding class A ordinary share and
approximately 42% of Telkom’s issued and outstanding ordinary share capital, or
approximately 38% if the underwriters exercise their over-allotment option in full.

 Thintana Communications will own the one issued and outstanding class B ordinary share
and approximately 30% of Telkom’s issued and outstanding ordinary share capital.

See “Description of Shares” beginning on page 154 of this prospectus for a description of
the rights attaching to the class A ordinary share and the class B ordinary share.

In connection with the global offering, the Government of the Republic of South Africa
intends to grant to eligible current and former employees of Telkom, options to purchase up
to 11,140,636 of its ordinary shares, representing 2% of Telkom’s issued and outstanding
ordinary share capital, through the Diabo Share Trust established for that purpose at R33.81
per share, which is the price at which Thintana Communications invested in Telkom in
1997. See “Management — Other employee share ownership arrangements” beginning on

page 141 of this prospectus.

In addition, the Government and Ucingo Investments are currently in discussions which may
or may not lead to a lock-up agreement with Ucingo Investments or possible repurchase by
the Government of Ucingo Investments’ 3% stake in Telkom at the time of the global offering.
If this repurchase takes place, the Government may, in its sole discretion increase the expected
size of the offering by up to 3% and use the net proceeds from the sale of these shares to fund
the repurchase of the Ucingo Investments’ stake. The Government will own approximately
45% of Telkom’s issued and outstanding ordinary share capital, or approximately 41% if the
underwriters exercise their over-allotment option in full, following the completion of the
global offering if the Ucingo Investments repurchase occurs and the Government does not
increase the size of the global offering.




Voting Rights

American Depositary Shares

Use of Proceeds

Listings

Lock-Up Agreements

Expected Timetable

Payment and Settlement

Risk Factors

Information in this prospectus related to the size of the global offering and the ownership of
ordinary shares by the Government of the Republic of South Africa does not include any
sale of ordinary shares through the Diabo Share Trust for the benefit of former and current
employees described above.

Information in this prospectus, unless otherwise stated, does not reflect any repurchase or
sale by the Government of Ucingo Investments’ stake in Telkom and assumes a global
offering size of 139,257,954 ordinary shares and the exercise of an over-allotment option of
20,888,693 ordinary shares.

The ordinary shares will generally vote together as a single class with the class A ordinary
share held by the Government of the Republic of South Africa and the class B ordinary
share held by Thintana Communications, except as required by law and as provided for by
Telkom’s new memorandum and articles of association. However, certain actions cannot be
taken by Telkom or by its subsidiaries without the authorization of representatives appointed
by the Government of the Republic of South Africa and Thintana Communications, as
significant shareholders, respectively. See “Management — Reserved matters” beginning on
page 137 of this prospectus and “Relationship with Major Shareholders and Related
Transactions — Shareholder arrangements — New shareholders’ agreement” beginning on
page 145 of this prospectus.

Investors outside of South Africa may purchase ordinary shares in the form of ADSs.
Each ADS represents 4 ordinary shares and is evidenced by an American Depositary
Receipt, or ADR.

The ADS depositary is The Bank of New York.
We will not receive any proceeds from the sale of ordinary shares or ADSs in the global offering.

The JSE has agreed to list the ordinary shares in the “Telecommunications Services” sector
of the JSE list under the symbol “TKG,” subject to the attainment of a spread of
shareholders acceptable to the JSE and the submission of all supporting documents required
by the JSE. Telkom has applied to list the ADSs on the New York Stock Exchange under the
symbol “TKG.”

Telkom, Thintana Communications and the Government of the Republic of South Africa
intend to agree with the underwriters that none of them will sell additional Telkom ordinary
shares for 180 days following the date of the underwriting agreement, subject to certain
exceptions. In addition, the Government has agreed with Thintana Communications that the
Government will not sell its Telkom ordinary shares for a further 545-day period after the
expiration of the lock-up period described above. For a further description of the lock-up and
its exceptions, see “Underwriting” beginning on page 187 of this prospectus. As of the date
of this prospectus, Ucingo Investments has not agreed to a lock-up of its ordinary shares.

We expect the timetable for the global offering to be as follows:

January 30, 2003: South African retail offering opens and US and international offerings
commence.

March 4, 2003: Announcement of the initial public offering price and commencement

of conditional trading of the ordinary shares on the JSE and trading of the ADSs on the New
York Stock Exchange.

March 7, 2003: Payment and delivery of ordinary shares and ADSs in the US and
International Offerings.

March 11, 2003: Dispatch of shareholder statements in the South African retail offering.

Delivery of the ordinary shares and ADSs in the US and International Offerings is expected
to take place against payment therefor in immediately available funds on or about March 7,
2003. As described in “The Global Offering” beginning on page 182 of this prospectus,
investors in the South African retail offering will have to make payment prior to this date.
The ordinary shares will be delivered in dematerialized or electronic entry form through the
facilities of Share Transactions Totally Electronic Limited, or STRATE. The ADSs will be
delivered in book entry form through the facilities of The Depository Trust Company.

The identification numbers for the ordinary shares and the ADSs are:
Ordinary shares

ISIN: ZAE000044897

ADSs

CUSIP: 879603108

ISIN and CUSIP are codes which uniquely identify a particular securities issue.

For a discussion of certain factors that should be considered in evaluating an investment in
Telkom’s ordinary shares or ADSs, see “Risk Factors” beginning on page 14 of this
prospectus.




SUMMARY HISTORICAL CONSOLIDATED FINANCIAL
AND OTHER DATA OF THE TELKOM GROUP

The following table sets forth summary consolidated financial and other data of the Telkom Group as of and for each of the
three years in the period ended March 31, 2002 and as of and for each of the six month periods ended September 30, 2002 and
2001. Information in the following table includes our 50% interest in the results, assets, liabilities and shareholders’ equity of
Vodacom, which we proportionately consolidate.

The following summary historical consolidated financial data of the Telkom Group as of and for each of the three years ended
March 31, 2002 was derived from the Telkom Group’s historical consolidated financial statements beginning on page F—48 of this
prospectus, which have been audited by Ernst & Young, Registered Accountants and Auditors, Chartered Accountants (SA).

The following summary historical consolidated financial data of the Telkom Group as of September 30, 2002 and for each of the six
month periods ended September 30, 2002 and 2001 was derived from the Telkom Group’s unaudited condensed consolidated financial
statements beginning on page F-2 of this prospectus, which, in the opinion of our management, have been prepared on the same basis
as the Telkom Group’s audited consolidated financial statements and reflect all adjustments, consisting of normal recurring
adjustments, necessary for a fair presentation of the Telkom Group’s results of operations and financial position for such periods.
Results for the six month periods ended September 30, 2002 and 2001 are not necessarily indicative of results that may be expected for
the entire year.

The consolidated financial statements of the Telkom Group have been prepared in accordance with International Accounting
Standards, or IAS, which differs in certain respects from US Generally Accepted Accounting Principles, or US GAAP. For a
description of the principal differences between IAS and US GAAP relevant to the consolidated financial statements of the Telkom
Group and a reconciliation to US GAAP of net income and profit and shareholders’ equity, see note 41 of the notes to the audited
consolidated financial statements of the Telkom Group as of and for the three years ended March 31, 2002 beginning on page F-97 of
this prospectus and note 21 of the notes to the unaudited condensed consolidated financial statements of the Telkom Group as of
September 30, 2002 and for each of the six month periods ended September 30, 2002 and 2001 beginning on page F—15 of this
prospectus.

Headline earnings per share is a disclosure requirement of the JSE and is not a recognized measure under US GAAP. Headline
earnings represents net profit, excluding profit on the disposal of property, plant and equipment; profit on the disposal of
subsidiaries and joint ventures; property, plant and equipment impairment losses; goodwill amortization; and tax and minority
interest impacts. EBITDA represents operating profit before income tax, finance charges, investment income and depreciation and
amortization. We believe that EBITDA provides meaningful additional information to investors since it is widely accepted by
analysts and investors as a basis for comparing a company’s underlying operating profitability with that of other companies as it is
not influenced by past capital expenditures or business acquisitions, a company’s capital structure or the relevant tax regime. This is
particularly the case in a capital-intensive industry such as communications. It is also a widely accepted indicator of a company’s
ability to service its long-term debt and other fixed obligations and to fund its continued growth. EBITDA is not a US GAAP or
IAS measure. You should not construe EBITDA as an alternative to operating profit or cash flows from operating activities
determined in accordance with US GAAP or IAS or as a measure of liquidity. EBITDA is not defined in the same manner by all
companies and may not be comparable to other similarly titled measures of other companies unless the definition is the same. In
addition, because the calculation of EBITDA in the maintenance covenants contained in our credit facilities is based on accounting
policies in use at the time the indebtedness was incurred, EBITDA for purposes of those covenants is not calculated in the same
manner as it is calculated in the following table.

Fixed access lines are comprised of public switched telecommunications network lines, or PSTN lines, including integrated
services digital network, or ISDN, channels, public and private payphones and internal lines in service. We calculate fixed-line
penetration, or teledensity, based on the total number of telephone lines in service at the end of the period per 100 persons in the
population of South Africa. Population is the estimated South African population at the mid year in the periods indicated as
published by Statistics South Africa, a South African governmental department. We calculate fixed-line traffic, other than
international outgoing mobile traffic and international interconnection traffic, by dividing traffic revenues for the particular category
by the weighted average tariff for such category during the relevant period. Fixed-line international outgoing mobile traffic and
international interconnection traffic are based on the actual traffic registered through the respective exchanges and reflected in
international interconnection invoices. We calculate revenue per fixed access line by dividing total fixed-line revenue during the
period, excluding data and directories and other revenue, by the average number of fixed lines during the period. We calculate our
number of fixed lines per fixed-line employee on the basis of fixed lines in service at period end divided by the number of
employees in our fixed-line segment at period end, excluding employees from our two subsidiaries, Telkom Directory Services and
Swiftnet, which do not provide public switched telecommunications services.




Rand amounts as of and for the year ended March 31, 2002 and as of and for the six months ended September 30, 2002 have
been translated into Dollars solely for your convenience at R10.54 per $1.00, the Rand noon buying rate discussed in “Exchange
Rates” on page 26 of this prospectus on September 30, 2002, the date of the Telkom Group’s most recent consolidated balance
sheet included in this prospectus. These translations should not be construed as representations that the Rand amounts could
actually be converted into US dollars at these rates or at all.

You should read the following information together with “Risk Factors” beginning on page 14, “Capitalization” on page 27,
“Selected Historical Consolidated Financial and Other Data of the Telkom Group” beginning on page 28, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” beginning on page 34 and the consolidated financial
statements and the notes thereto of the Telkom Group and Vodacom beginning on page F-2 of this prospectus.




THE TELKOM GROUP

Summary Income Statement Data

Six months ended
Year ended March 31, September 30,

2000 2001 2002 2002 2001 2002 2002

ZAR ZAR ZAR USD ZAR ZAR USD

Amounts in accordance with IAS (unaudited)
(in millions, except per share amounts)

Operating revenue . . . . . . ... ... .... 27,113 31,352 34,197 3,244 16,523 18,316 1,738
Employee expenses' . . . ... ......... 7,713 6,590 7,166 680 3,590 3,707 352
Payments to other operators . . . . . ... ... 4,241 4,983 5,762 547 2,654 3,105 294
Selling, general and administrative® . . . . . . . 5,324 6,971 8,237 781 3,794 3,795 360
Services rendered . . . . . ... ... ... .. 1,439 1,539 2,194 208 1,091 1,108 105
Operating leases . . . . ... ... ....... 340 1,292 1,217 115 583 684 65
Depreciation and amortization . . . . ... .. 4,174 5,052 5,408 513 2,643 3,106 295

Operating expenses . . . . . ... ........ 23,231 26,427 29,984 2,844 14,355 15,505 1,471

Operating profit . . . . . ... .......... 3,882 4,925 4,213 400 2,168 2,811 267
Investment income . . . . . ... ... ... .. 641 617 490 46 306 152 14
Finance charges . . ... .. ... ....... (2,482) (3,137) (2,550) (242) (1,845) (1,779) (169)

Profit before tax . . . . ... ... ...... .. 2,041 2,405 2,153 204 629 1,184 112
Taxation . . . ... ... ... ..., (501) (715) (873) (83) (206) (456) (43)

Profit aftertax . . . . . ... ... ... ... .. 1,540 1,690 1,280 121 423 728 69
Minority interests . . . . . ... ... L. (13) (68) (59) 5) (52) (84) 8)

Netprofit . ... ................. 1,527 1,622 1,221 116 371 644 61

Number of ordinary shares outstanding (millions)

Basic . . .. ... ... 557 557 557 557 557 557 557
Diluted . . ... ... ... ... ........ 557 557 557 557 557 557 557

Earnings per share (cents)

Basic . . . ... ... 274.1 291.2 219.2 20.8 66.6 115.6 11.0
Diluted . . .. ... ... ... ... . ... .. 274.1 291.2 219.2 20.8 66.6 115.6 11.0

Dividends per share (cents) . .. ... ... .. 59.6 - - - - - -

Amounts in accordance with US GAAP

Netrevenue . . . . . .. ... .. ... ...... n/a 26,413 27,947 2,653 13,657 14,605 1,386

Operating income . . . . . .. ... ... .... n/a 3,716 2,498 237 1,711 2,219 211

Netincome . . . ... ... ............ n/a 1,598 1,317 125 481 757 73

Earnings per share (cents)

Basic . .. ... ... n/a 286.9 236.5 224 86.4 1359 12.9
Diluted . . . ... ... ... ... ... .. .. n/a 286.9 236.5 224 86.4 1359 12.9




Summary Balance Sheet Data

Amounts in accordance with IAS

Totalassets . . . . . ... ... ..........
Currentassets . . . . . . . . . ...
Cash and cash equivalents . . . . ... ... ..
Other current assets . . . . . . ... ... ...

Non-current assets
Total liabilities®

Current liabilities . . . . ... ... ... ... ..
Short-term debt* . . . ... ... ...
Other current liabilities . . . .. ... ... ..

Non-current liabilities

Long-term debt’
Other non-current liabilities . . . . . . ... ..
Minority interests . . . . . ... ... ... ...
Shareholders’ equity . . . ... .........
Amounts in accordance with US GAAP
Total assets . . . . . ... ... .. .. ......

Total liabilities

Shareholders’ equity

Summary Cash Flow Data

Amounts in accordance with IAS

Cash flow from operating activities

Cash flow from/(used in) investing activities

Cash flow from/(used in) financing activities

Summary Other Data
Headline earnings per share (cents)® . . . ... ..
Net asset value per share (cents) (at period end) . .

Net asset value per share excluding
intangibles (cents) (at period end)

EBITDA® . . . . . . .. . . . .. ...
Total debt (at period end)’

Capital expenditures excluding intangibles

As of

As of March 31, September 30,

2000 2001 2002 2002 2002 2002

ZAR ZAR ZAR USD ZAR USD

(unaudited)
(in millions, except per share amounts)

47,276 53,537 55,208 5,238 54,581 5,178

11,010 12,674 10,968 1,041 11,195 1,062

1,953 1,801 724 69 1,085 103

9,057 10,873 10,244 972 10,110 959

36,266 40,863 44,240 4,197 43,386 4,116

33,879 38,449 38,243 3,628 36,892 3,500

14,371 15,447 12,646 1,200 15,552 1,475

6,046 6,425 2,868 272 7,322 694

8,325 9,022 9,778 928 8,230 781

19,508 23,002 25,597 2,428 21,340 2,025

15,928 19,843 22,533 2,138 18,144 1,722

3,580 3,159 3,064 290 3,196 303

47 116 133 13 214 20

13,350 14,972 16,832 1,597 17,475 1,658

n/a 49,524 50,943 4,836 49,458 4,693

n/a 35,626 35,280 3,349 33,076 3,138

n/a 13,776 15,535 1,475 16,220 1,539

Six months ended
Year ended March 31, September 30,
2000 2001 2002 2002 2001 2002 2002
ZAR ZAR ZAR USD ZAR ZAR USD
(unaudited)
(in millions)

4,917 6,165 8,171 775 3,301 3,462 328
(9,107) (9,964) (9,294) (882) (3,653) (2,453) (233)
5,051 3,439 110 10 (973) (1,178) (112)
199.9 341.8 299.3 28.4 70.2 123.9 11.8
2,396.6  2,687.8  3,021.7 286.7 n/a  3,137.2 297.6
23123 26133 29266 277.7 n/a  3,057.8 290.1
8,056 9,977 9,621 913 4,811 5,917 562
21,974 26,268 25,401 2,410 25,359 25,466 2,416
9,461 9,889 9,004 854 3,641 2,346 223




Summary Fixed-Line Statistical Data

Six months ended

Year ended March 31, September 30,
2000 2001 2002 2001 2002
Fixed access lines (thousands) (at period end)® . . . . . .. 5,493 4,962 4,924 4,986 4,895
Postpaid
PSTN' 4,668 3,930 3,554 3,761 3,407
ISDN channels . . . ... ... ... ............. 271 374 467 421 522
Prepaid . ... ... ... . ... . 381 480 708 615 780
Payphones'> . . . . . .. ... ... ... .. ... 173 178 195 189 186
Fixed-line penetration rate (%) (at periodend) . ... ... .. 12.8 114 11.1 11.1 10.8
Revenue per fixed access line (ZAR) . . . ... ... ... .. 3,869 4,297 4,729 2,294 2,456
Total fixed-line traffic (millions of minutes) . . . . . . . . .. 31,127 32,915 32,973 16,620 16,145
Local® . . . ... ... 19,471 20,388 20,252 10,246 9,870
Longdistance . . . . ... ... .. ... ... ... 5,222 4,938 4,895 2,492 2,445
Fixed-to-mobile . . . ... ... .. .. ... ... ..., . 3,659 4,319 4,390 2,221 2,079
International outgoing . . . . . ... ... ... ... 344 357 375 184 219
Interconnection . . . . . . ... ... . ... . 2,431 2913 3,061 1,477 1,532
Number of full-time, fixed-line employees (at period end)" . 49,128 43,758 39,444 42,110 38,009
Fixed lines per fixed-line employee (at period end)™* . . . . . . 112 113 125 118 129

Employee expenses include retrenchment expenses of R373 million, R132 million and R303 million in the years ended March 31, 2002, 2001
and 2000, respectively, and R169 million and R195 million in the six months ended September 30, 2002 and 2001, respectively.

Selling, general and administrative expenses include asset write-offs of R445 million and R230 million in the years ended March 31, 2002 and
2001, respectively, and provisions for potential damages related to Telkom’s arbitration with Telcordia of R375 million in the year ended
March 31, 2002.

As of September 30, 2002, R3,621 million of our long-term debt was guaranteed by the Government of the Republic of South Africa.
Includes short-term portion of finance leases and utilized credit facilities.
Includes long-term portion of finance leases.

Headline earnings per share is a disclosure requirement of the JSE and is not a recognized measure under US GAAP. The following is a
reconciliation between net profit and headline earnings in accordance with IAS for the periods indicated:

Six months ended

Year ended March 31, September 30,
2000 2001 2002 2001 2002
ZAR ZAR ZAR ZAR ZAR
(unaudited)
(in millions, except per share amounts)

Net profit 1,527 1,622 1,221 371 644
Adjustments:
Profit on disposal of property, plant and equipment . . . . .. . ... (493) (29) (22) (6) (7)
Profit on disposal of subsidiaries and joint ventures . . . . . . ... (83) - (8) - -
Property, plant and equipment impairment losses . . . . . . ... .. - 279 445 - 16
Goodwill amortization . . . . . ... ... Lo 18 75 66 26 36
Tax and outside shareholders effects . . . . . .. ... ... ..... 145 43) 35) - 1
Headline earnings . . . . . . ... ... ... ... ... .. 1,114 1,904 1,667 391 690
Headline earnings per share (cents) . . . .. ... ... ...... 199.9 341.8 299.3 70.2 123.9

Net asset value per share including and excluding intangibles are requirements of the JSE. Net asset value per share excluding intangibles is not a
recognized measure under US GAAP. Net asset value per share including intangibles is based on net assets of R16,832 million, R14,972 million
and R13,350 million as of March 31, 2002, 2001 and 2000, respectively, and R17,475 million as of September 30, 2002. Net asset value per
share excluding intangibles is based on net assets of R16,302 million, R14,557 million and R12,880 million as of March 31, 2002, 2001 and
2000, respectively, and R17,033 million as of September 30, 2002.




8 EBITDA can be reconciled to operating profit by subtracting depreciation and amortization from EBITDA as follows:

Six months ended
Year ended March 31, September 30,

2000 2001 2002 2002 2001 2002 2002

ZAR ZAR ZAR USD ZAR ZAR USD

(unaudited)
(in millions)
EBITDA . . . .. ... ... ... ... 8,056 9,977 9,621 913 4811 5,917 562
Depreciation and Amortization . . . . ... ... .. 4,174 5,052 5,408 513 2,643 3,106 295
Operating Profit . . . . ... ... ......... 3,882 4,925 4,213 400 2,168 2,811 267

° Includes short-term and long-term debt, finance lease obligations and utilized credit facilities.

10 Including Telkom internal lines of 162,460, 151,986 and 145,302 as of March 31, 2002, 2001 and 2000, respectively, and 136,459 and 157,942 as
of September 30, 2002 and 2001, respectively. Each PSTN line includes one access channel, each basic ISDN line includes two access channels
and each primary ISDN line includes 30 access channels.

' Excluding ISDN channels.
2 Includes public and private payphones.
'3 Local traffic includes internet traffic.

4 Excluding employees of Telkom Directory Services and Swiftnet.
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SUMMARY HISTORICAL CONSOLIDATED FINANCIAL
AND OTHER DATA OF VODACOM

The following table sets forth summary consolidated financial and other data of Vodacom as of and for each of the three years in
the period ended March 31, 2002 and as of and for each of the six month periods ended September 30, 2002 and 2001. Information
in the Vodacom table reflects 100% of Vodacom’s results of operations. Information with respect to Vodacom’s other African
operations in the Vodacom table reflects 100% of the operations of Vodacom’s subsidiaries in Lesotho and Tanzania and 51% of
Vodacom’s joint venture in the Democratic Republic of the Congo, unless otherwise indicated. We proportionately consolidate our
50% interest in Vodacom in the Telkom Group’s consolidated financial statements. Vodacom’s direct network operating costs,
depreciation, other operating income, employee expenses, marketing expenses, administrative expenses, amortization of intangible
assets and integration costs, disposals of operations and impairment costs are presented as separate line items in Vodacom’s
consolidated financial statements, but have been combined under the heading “operating expenses” in the table set forth below.

The following summary historical consolidated financial data of Vodacom as of and for each of the three years ended
March 31, 2002 have been derived from Vodacom’s historical consolidated financial statements beginning on page F—115 of this
prospectus, which were audited by PricewaterhouseCoopers, Inc. and Deloitte & Touche, Registered Accountants and Auditors,
Chartered Accountants (SA). The following summary historical consolidated financial data of Vodacom as of September 30, 2002
and for each of the six month periods ended September 30, 2002 and 2001 was derived from Vodacom’s unaudited condensed
consolidated financial statements beginning on page F-25 of this prospectus, which, in the opinion of Vodacom’s management, have
been prepared on the same basis as Vodacom’s audited consolidated financial statements and reflect all adjustments, consisting of
normal recurring adjustments, necessary for a fair presentation of Vodacom’s results of operations and financial position for such
periods. Results for the six month periods ended September 30, 2002 and 2001 are not necessarily indicative of results that may be
expected for the entire year.

The consolidated financial statements of Vodacom have been prepared in accordance with IAS, which differs in certain respects
from US GAAP. For a description of the principal differences between IAS and US GAAP relevant to the financial statements of
Vodacom and a reconciliation to US GAAP of net income and shareholders’ equity, see note 45 of the notes to the audited consolidated
financial statements of Vodacom as of and for the three years ended March 31, 2002 beginning on page F—176 of this prospectus and
note 20 of the notes to the unaudited condensed consolidated financial statements of Vodacom as of September 30, 2002 and for each
of the six month periods ended September 30, 2002 and 2001 beginning on page F—40 of this prospectus.

EBITDA represents operating profit before income tax, finance charges, investment income and depreciation and amortization.
We believe that EBITDA provides meaningful additional information to investors since it is widely accepted by analysts and
investors as a basis for comparing a company’s underlying operating profitability with that of other companies as it is not influenced
by past capital expenditures or business acquisitions, a company’s capital structure or the relevant tax regime. This is particularly
the case in a capital-intensive industry such as communications. It is also a widely accepted indicator of a company’s ability to
service its long-term debt and other fixed obligations and to fund its continued growth. EBITDA is not a US GAAP or IAS
measure. You should not construe EBITDA as an alternative to operating profit or cash flows from operating activities determined in
accordance with US GAAP or IAS or as a measure of liquidity. EBITDA is not defined in the same manner by all companies and
may not be comparable to other similarly titled measures of other companies unless the definition is the same.

Vodacom’s customer totals are based on the total number of customers registered on Vodacom’s network, which have not been
disconnected, including inactive customers, as of the end of the period indicated. See “Business — Mobile communications —
South Africa — Customers” on page 115 of this prospectus for a discussion of Vodacom’s procedures with respect to disconnections
and inactive customers. Vodacom’s churn is calculated by dividing the average monthly number of disconnections during the period
by the average monthly total reported customer base during the period. Vodacom calculates penetration, or teledensity, based on the
total number of customers at the end of the period per 100 persons in the population of South Africa. Population is the estimated
South African population at the mid-year in the periods indicated as published by Statistics South Africa, a South African
governmental department. Vodacom’s traffic comprises total traffic registered on Vodacom’s network, including bundled minutes,
outgoing international roaming calls and calls to free services, but excluding national and incoming international roaming calls.
Vodacom’s average monthly revenue per customer, or ARPU, is calculated by dividing the average monthly revenue during the
period by the average monthly total reported customer base during the period. ARPU excludes revenue from equipment sales, other
sales and services and revenue from national and international users roaming on Vodacom’s networks. Vodacom’s average monthly
minutes of use per customer, or MOU, is calculated by dividing the average monthly minutes during the period by the average
monthly total reported customer base during the period. MOU excludes calls to free services, bundled minutes and data minutes.
Cumulative network capital expenditure per customer is the cumulative network capital expenditure since the launch of Vodacom’s
South African network divided by Vodacom’s average customers in South Africa for the period.

Rand amounts as of and for the year ended March 31, 2002 and as of and for the six months ended September 30, 2002 have
been translated into Dollars solely for your convenience at R10.54 per $1.00, the Rand noon buying rate discussed in “Exchange
Rates” on page 26 of this prospectus on September 30, 2002, the date of Vodacom’s most recent balance sheet included in this
prospectus. These translations should not be construed as representations that the Rand amounts could actually be converted into
US dollars at these rates or at all.

You should read the following information together with “Risk Factors” beginning on page 14, “Selected Historical
Consolidated Financial and Other Data of the Telkom Group” beginning on page 28, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” beginning on page 34 and the consolidated financial statements and the notes
thereto of the Telkom Group and Vodacom beginning on page F-2 of this prospectus.
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Summary Income Statement Data

Amounts in accordance with IAS

Revenue . ... ... ... ...........
Operating expenses . . . . ... ........
Operating profit . . . . . ... .........

Investment income . . . . . ... ... ....
Finance charges . ... ... ... .. ....

Profit before tax . . . . ... ... ... ... ..
Taxation . . .. .. .. ... ... ......

Profit aftertax . . . . ... ... ... .....

Minority interests
Netprofit . ... ... .............
Amounts in accordance with US GAAP

Net profit for the year

Summary Balance Sheet Data

Amounts in accordance with IAS

Totalassets . . . .. ... .............

Current assets . . . . . . . . .. . ...
Cash and cash equivalents . . . .. ... ....
Other current assets . . . . . . ... .......

Non-current assets . . . . . . . . . .. ... ....

Total liabilities . . . . .. ... ... .......
Current liabilities . . . . .. .. ... ... ....

Short-term debt’

Long-term debt’

Minority interests . . . . ... ... .......
Shareholders’equity . . . . . ... ... ... ..

Amounts in accordance with US GAAP
Shareholders’ equity

Summary Cash Flow Data

Amounts in accordance with IAS

Cash flow from operating activities . . . . . .

Cash flow from/(used in) investing activities . .
Cash flow from/(used in) financing activities

Summary Other Data

EBITDA® . . ... ...............

Total debt (at period end)* . . . ... .. ...

Capital expenditures including intangibles . . .
South Africa . . .. ... ... .......
Other African countries . . . . .. ... ..

VODACOM

Six months ended
Year ended March 31, September 30,

2000 2001 2002 2002 2001 2002 2002

ZAR ZAR ZAR USD ZAR ZAR USD

e 9,864 12,342

Other current liabilities . . . . . ... ... ...
Non-current liabilities . . . . . ... .. ... ...

Other non-current liabilities . . .. ... .. ..

(unaudited)
(in millions, except per share amounts)
9,572 13,276 16,151 1,532 7,522 9,441 895
7,208 10,723 12,530 1,189 5,947 7,603 721
2,364 2,553 3,621 343 1,575 1,838 174
32 25 32 3 17 16 2
(567) (504) (60) 5) (123) (315) (30)
1,829 2,074 3,593 341 1,469 1,539 146
(514) (765)  (1,190) (113) (445) (525) (50)
1,315 1,309 2,403 228 1,024 1,014 96
- 9 (30 3) (16) (96) &)
1,315 1,318 2,373 225 1,008 918 87
n/a 1,249 2,120 201 932 839 80
As of
As of March 31, September 30,

2000 2001 2002 2002 2002 2002
ZAR ZAR ZAR USD ZAR USD
(unaudited)

(in millions)

15,359 1,457 17,319 1,643

e 2,788 3,470 4,145 393 5,451 517
e 936 798 719 68 1,564 148
e 1,852 2,672 3,426 325 3,887 369
e 7,076 8,872 11,214 1,064 11,868 1,126
e 7,195 8,847 9,884 938 10,880 1,032
e 5,883 7,267 7,990 758 8,080 766
e 3,370 2,547 3,517 334 4,207 399
e 2,513 4,720 4,473 424 3,873 367
e 1,312 1,580 1,894 180 2,800 266
e 817 896 780 74 1,592 151
e 495 684 1,114 106 1,208 115
e 2) 11 11 1 102 10
e 2,671 3,506 5,464 518 6,337 601
e n/a 3,195 4,874 462 5,654 536

Six months ended
Year ended March 31, September 30,

2000 2001 2002 2002 2001 2002 2002

ZAR ZAR ZAR USD ZAR ZAR USD

(unaudited)
(in millions)

2,341 3,610 3,815 362 n/a 1,637 155
(3,338) (2,853) (4,543) (431) n/a (2,415) (229)

646 (1,038) 571 54 n/a 494 47

3,462 4,189 5,691 540 n/a 3,027 287

4,187 3,443 4,297 408 n/a 5,799 550

2,032 3,184 4,279 406 n/a 1,718 163

2,011 2,830 3,291 312 n/a 1,121 106

21 354 988 94 n/a 597 57
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Summary Statistical Data
Six months ended

Year ended March 31, September 30,
2000 2001 2002 2001 2002
South Africa
Total mobile customers (thousands) (at period end)’ . . . . . 3,069 5,108 6,557 5,657 7,130
Contract . . . . . . . ... 963 1,037 1,090 1,062 1,139
Prepaid . . . . . . . . .. ... 2,082 4,046 5,439 4,569 5,961
Community services telephones . . . . .. ... ... .... 24 25 28 26 30
Churn (%) . . . . . . .. . 31.8 23.3 27.2 31.3 30.7
Contract . . . . . . . ... 17.4 18.7 14.5 16.6 13.2
Prepaid . . . . . . ... ... 40.5 24.8 30.1 34.8 343
Mobile market share (%) (at periodend) . . ... ... .... 59 61 61 61 59
Mobile penetration (%) (at periodend) . . . . ... ... ... 12.1 19.1 24.2 20.6 26.6
Total mobile traffic (millions of minutes) . . . ... ... .. 5,669 7,472 8,881 4,229 5,007
Outgoing . . . . . . o o 2,885 4,052 4,967 2,307 2,994
Incoming . . . .. ... 2,784 3,420 3914 1,922 2,013
Average monthly revenue per customer (ZAR)® . . ... .. 266 208 182 190 181
Contract® . . . . . . . ... 481 493 560 551 612
Prepaid . . . . . . ... 132 98 93 94 88
Community SErvices . . . . . . . . . .o n/a 1,453 1,719 1,710 1,766
Average monthly minutes of use per customer . .. ... .. 158 137 111 114 102
Contract . . . . . . . ... 274 270 264 265 269
Prepaid . . . . . . . . .. ... 90 70 58 59 53
Community SErvices . . . . . . . . . . ... 1,593 2,859 3,354 3,246 3,215
Cumulative network capital expenditure per customer (ZAR)
(atperiodend) . . . . ... ... 2,543 2,053 1,991 2,048 1,980
Number of mobile employees (at period end)” . . ... ... 4,048 4,102 3,984 4,384 3,845
Number of mobile customers per mobile employee (at period end)’ 758 1,245 1,646 1,290 1,854
Other African countries
Number of mobile customers (thousands) (at period end) . . 12 104 306 164 540
Average monthly revenue per customer
Lesotho (ZAR) . . . . . . . .. .. .. .. ... .. ... . n/a n/a 144 n/a 87
Tanzania (USD) . . .. ... .. ... ... ... ...... n/a 31 27 n/a 23
Democratic Republic of the Congo (USD) . . . . ... ... n/a n/a n/a n/a 22
Number of mobile employees (at period end)” . . . ... .. 43 170 369 201 397
Number of customers per mobile employee (at period end)” . . 279 612 830 816 1,360

' Includes short-term portion of finance leases and utilized credit facilities.

2 Includes long-term portion of finance leases.

EBITDA includes a net gain of R56 million, a net loss of R213 million and a net gain of R129 million in the 2002, 2001 and 2000 financial
years, respectively, and a net gain of R25.5 million and nil in the six months ended September 30, 2001 and 2002, respectively, for integration
costs, disposals of operations and impairments.

3

Includes interest-bearing debt, shareholder loans and bank overdrafts.

13.9% of Vodacom’s total reported customers, 15.9% of its prepaid customers and 3.8% of its contract customers in South Africa were inactive as
of March 31, 2002. 15.1% of Vodacom’s total reported customers, 17.0% of its prepaid customers and 4.9% of its contract customers in South
Africa were inactive as of September 30, 2002.

Value added service revenue from previously partially owned service providers is included in contract and total average monthly revenue per
customer from October 1, 2001, at which time Vodacom consolidated these previously partially owned service providers.

Includes 423, 553 and 96 total temporary employees as of March 31, 2002, 2001 and 2000, respectively, and 140 and 335 total temporary
employees as of September 30, 2002 and 2001, respectively.

END OF PROSPECTUS SUMMARY
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RISK FACTORS

You should carefully consider the risks described below and the other information in this prospectus before making a decision to
purchase the ordinary shares or ADSs, including the consolidated financial statements of the Telkom Group and Vodacom and the
related notes thereto beginning on page F-2 of this prospectus.

Risks Related to our Business

Increased competition in the South African telecommunications market may result in a reduction in overall average tariffs and
market share in our fixed-line business, which could cause our growth rates, operating revenue and net profit to decline.

We had the exclusive right to provide public switched telecommunications services, including international telephone services,
in the Republic of South Africa until May 7, 2002, but for a number of years have competed with mobile operators and value-added
network operators in connection with the provision of other services. The Independent Communications Authority of South Africa,
or ICASA, issued an international carrier of carriers license and a multimedia license to Sentech Limited, a company incorporated
in the Republic of South Africa, in May 2002. In addition, a process has commenced to issue an additional license to provide public
switched telecommunications services to a second national operator and to issue additional licenses to small business operators to
provide telecommunications services in areas with a teledensity of less than 5%. ICASA has indicated that it expects to issue these
licenses in 2003 or early 2004. Further competition may arise as a result of an assessment by the Minister of Communications of
the feasibility of issuing additional licenses from May 2005. As competition intensifies, the main challenges our fixed-line business
faces are continuing to improve customer loyalty and maintaining its leadership in the South African communications market. As a
result of increasing competition, we anticipate a reduction in overall average tariffs and market share in our fixed-line business,
which could cause our growth rates, operating revenue and net profit to decline.

Competition from the three existing mobile communications network operators in South Africa has resulted in significant
customer migration and substitution from fixed-line to mobile services. If this migration and substitution continue, our growth
rates, operating revenue and net profit could decline.

Telkom competes with the three existing mobile communications network operators, Vodacom, Mobile Telephone Network
Holdings (Proprietary) Limited, a company incorporated in the Republic of South Africa, or MTN, and Cell C (Proprietary)
Limited, a company incorporated in the Republic of South Africa, or Cell C, for customers. Telkom also competes with mobile
operators who use least cost routing technology that enables fixed-to-mobile calls from corporate private branch exchanges to
bypass our fixed-line network by being transferred directly to mobile networks. Telkom has experienced significant customer
migration from fixed-line services to mobile services, as well as substitution of calls placed using mobile services rather than our
fixed-line service, in recent years with the increase in mobile penetration in South Africa. If this migration continues, our growth
rates, operating revenue and net profit could decline.

Increased competition in the mobile communications market in South Africa may result in a reduction of Vodacom’s average
tariffs and Vodacom’s market share and increased customer acquisition and retention costs, which could cause Vodacom’s
growth rates, revenue and net profit to decline.

There are currently three operators in the South African mobile communications market, Vodacom, MTN and Cell C.
At September 30, 2002, Vodacom held approximately 59%, MTN held approximately 36% and Cell C held approximately 5% of
the South African mobile communications market, based on total reported customers. Cell C only commenced operations in
November 2001. In addition, ICASA has indicated that it intends to license global mobile personal communications services in
2003 or later and to conduct a feasibility study on the licensing of a fourth mobile operator in 2004 or later. This increased
competition, together with the further liberalization of the South African telecommunications industry, may result in a reduction in
Vodacom’s overall average tariffs and market share and increase its customer acquisition and retention costs, which could cause
Vodacom’s growth rates, revenue and net profit to decline.

If we are not able to implement a reduction in our existing fixed-line employees and employee expenses or if significant labor
unrest results from the implementation of our fixed-line employee reduction program, our ability to compete may be harmed and
our net profit could decline.

The number of our fixed-line employees, excluding Telkom Directory Services (Proprietary) Limited and Swiftnet (Proprietary)
Limited, both of which are companies incorporated in the Republic of South Africa, declined by approximately 18,800 positions from
March 31, 1997 through September 30, 2002. We intend to continue to reduce our fixed-line headcount over the next five years. Our
ability to implement employee reductions is limited by South African labor laws. In addition, legal requirements make such reductions
costly. We also face pressure from labor unions in South Africa who oppose employee reductions and may encounter resistance from
the Government of the Republic of South Africa if the reductions conflict with the Government’s social objectives at the time. If we are
unable to reduce the number of our fixed-line employees and employee expenses or if significant labor unrest results from
implementation of our fixed-line employee reduction program, our ability to compete may be harmed and our net profit could decline.
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If customer non-payments in our fixed-line business continue to be high or increase, our net profit could decline.

We have experienced a significant number of customer non-payments in our fixed-line business, particularly in impoverished
areas where we were required to expand our network pursuant to our license obligations. In response to these non-payments, we
disconnected a substantial number of telephone lines beginning in our 2001 financial year and incurred bad debt expense of
R965 million, R671 million and R560 million in our fixed-line segment during the years ended March 31, 2002, 2001 and 2000,
respectively, and R75 million and R510 million in the six months ended September 30, 2002 and 2001, respectively. To control our
bad debts, we have implemented a more rapid disconnection policy for non-payments, continued and improved credit vetting and
controls, instituted a better collection program and continued to promote our prepaid fixed-line services. If these measures prove
ineffective and customer non-payments continue to be high or increase in the future and if we are unable to increase our tariffs to
cover the cost of bad debts, our net profit could decline.

The value of Vodacom’s investments outside of South Africa and Vodacom’s revenue and net profit may decline as a result of
political, economic, regulatory and legal developments in the countries where Vodacom has invested.

Vodacom currently has investments in mobile communications network operators in Lesotho, Tanzania and the Democratic
Republic of the Congo and in an entity that, in August 2002, was granted a license to operate a mobile communications network in
Mozambique. These countries have political, economic, regulatory and legal systems that are still in the process of transformation
and are less developed than those in the Republic of South Africa. Political or economic upheaval or changes in laws and
regulations or in their application may harm the operations of the companies in which Vodacom invests and impair the value of
these investments. The regulatory environments in these countries often lack clarity in a number of areas and are subject to varying
interpretations. These economies have a history of extreme poverty and are susceptible to civil strife, political conflict and political
mismanagement, all of which could cause the value of Vodacom’s investments in these countries and Vodacom’s revenue and net
profit to decline.

Most of the fixed-line operators in these countries are still state controlled. As a result, the mobile communications network
operators in which Vodacom has invested may encounter difficulties in negotiating commercially acceptable interconnection
agreements and collecting amounts due under interconnection agreements. There are foreign exchange control restrictions in South
Africa, which may restrict Vodacom’s ability to fund its investments in these countries, and there are foreign exchange controls in a
majority of these countries, which may restrict Vodacom’s ability to extract value from these investments. In addition, a number of
jurisdictions in which Vodacom invests have imposed price controls, particularly for interconnection, which could reduce
Vodacom’s net profit and cause the value of Vodacom’s investments in these other African countries to decline.

If our strategic equity investors do not continue to provide us strategic services or if we lose a number of our key employees
provided by our strategic equity investors, our business operations could be disrupted and our ability to compete could be
harmed.

We have benefited from the experience and knowledge of our strategic equity investors through their participation on our
operating committee and their employees who serve in key management positions. Pursuant to a strategic services agreement with
our strategic equity investors, our strategic equity investors provided us with 30 of our employees as of September 30, 2002,
including our chief operating officer, chief financial officer and chief strategic officer, two of whom participate on Telkom’s
operating committee. If our strategic equity investors do not continue to provide these services to us or if our key personnel who are
employees of our strategic equity investors terminate their employment with us, our business operations could be disrupted and our
ability to compete could be harmed.

If we lose our key personnel or if we are unable to hire and retain highly qualified employees, our business operations
could be disrupted and our ability to compete could be harmed.

Our success depends in large part on our ability to hire and retain highly qualified employees who possess the requisite
qualifications and technical skills. Telkom does not have formal employment agreements with a majority of its executive officers,
any of whom may terminate their employment with us at any time. The loss of key personnel could disrupt our business operations
if we are unable to replace them with similarly qualified individuals. We expect that competition for employees in the South African
communications industry will increase as new competitors enter the market. If we lose a number of our key employees to our
competitors, our business operations could be disrupted and our ability to compete could be harmed.

We do not have the right to appoint a majority of Vodacom’s directors or members of its directing committee and the Vodacom
Jjoint venture agreement contains approval rights that may limit our flexibility and ability to implement our preferred strategies.

Although we are a 50% shareholder in Vodacom, our flexibility and ability to implement our preferred strategies may be limited
by the fact that we do not have the right to appoint a majority of Vodacom’s directors or members of its directing committee. In
addition, under our memorandum and articles of association, Thintana Communications and the Government are entitled to
nominate the directors we appoint to the Vodacom board. The Vodacom joint venture agreement, which governs the relationship
between Telkom and the other shareholders of Vodacom, requires each of Vodacom’s shareholders who owns 10% or more of
Vodacom’s shares to approve certain material transactions. As a result of these factors, we may not be able to impose strategies on
Vodacom which we believe to be beneficial to us without the approval of Vodacom’s other shareholders.
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If Vodacom does not continue to make distributions to Telkom, Telkom may not be able to fund its operating expenditures

and service its debt and other financial obligations. In addition, Telkom may not have sufficient funds to pay dividends and
could be required to lower or defer capital expenditures, which could cause the trading prices of Telkom’s ordinary shares and
ADSs to decline.

Telkom receives dividends and other distributions from Vodacom which Telkom uses to fund its capital and operating expenditures
and service its debt and other financial obligations. Vodacom is legally distinct from Telkom and has no obligation to make funds
available to Telkom. Vodacom’s ability to pay dividends and repay intercompany loans to Telkom may be restricted by, among other
things, its operations and the availability of funds and the terms of credit and debt arrangements entered into by it, as well as statutory
and other legal restrictions. In addition, Vodacom’s ability to make distributions to Telkom and its other shareholders requires the
approval of Vodacom’s other shareholders who own 10% or more of Vodacom’s shares. To the extent that Vodacom is unable to, or
otherwise does not, make distributions to Telkom in the future, Telkom may not be able to fund its operating expenditures and service
its debt and other financial obligations. In addition, Telkom may not have sufficient funds to pay dividends and could be required to
lower or defer capital expenditures, which could cause the trading prices of Telkom’s ordinary shares and ADSs to decline.

We have a significant amount of indebtedness, which may impair our operating and financial flexibility and could make it
difficult for us to borrow additional funds for working capital, capital expenditures or other general corporate purposes.

We have a significant amount of indebtedness, the majority of which is related to our fixed-line business. As of September 30,
2002, we had R25.5 billion of total consolidated indebtedness, before cash and cash equivalents. We need to dedicate a substantial
portion of our operating cash flows to service debt, which reduces the funds available for working capital, capital expenditures and
other general corporate purposes. In addition, some of the instruments governing our indebtedness require us to maintain specified
financial ratios and impose operating restrictions on us. Our failure to comply with these restrictions could lead to a default under
the terms of the relevant indebtedness even though we are able to meet our debt service obligations. Moreover, our high level of
debt and the restrictive covenants contained in our debt agreements could limit our ability to borrow additional funds for working
capital, capital expenditures or other general corporate purposes.

If we continue to experience high rates of theft, vandalism, network fraud and lost revenue due to non-licensed operators in
our fixed-line business, our fixed-line fault rates could increase and our operating revenue and net profit could decline.

‘We have experienced significant cable theft, theft of solar panels and wireless communications equipment, vandalism of
payphones and network fraud, such as non-licensed calls, in our fixed-line business. Theft and vandalism have caused our fixed-line
fault rates to increase, and the repair time on our network and the network downtime associated with such faults have resulted in
lost operating revenue and increased costs. We have also lost operating revenue to non-licensed operators providing
telecommunications services in South Africa. We estimate that we lost revenue of R174 million in the year ended March 31, 2002
from network fraud. If we are unable to minimize theft, vandalism and network fraud, or if we continue to lose operating revenue to
non-licensed operators in our fixed-line business, our fixed-line fault rates could increase and our operating revenue and net profit
could decline.

If we are not able to improve our management information and other systems, our ability to compete may be harmed.

Our information systems do not provide management on a real time basis certain operating data and financial information and
have made our budgeting and planning processes difficult. We have recently implemented improved systems and processes, but they
became operational only after April 1, 2002. It may take up to twelve months for these new systems to be fully tested in an operating
environment. In addition, our billing and information systems are not integrated and therefore we cannot provide a single bill for
customers with multiple locations and the bill post-processing systems currently in place are not capable of providing us with
comprehensive and detailed information on the traffic carried by our fixed-line network. To address these problems, we intend to
reduce the number of current billing systems in place and to introduce appropriate monitoring systems capable of deriving better
operational, financial and accounting information. To the extent we are not able to improve and fully implement these systems, our
ability to effectively compete in the increasingly liberalized South African communications market may be harmed. In addition, the
information systems in Vodacom’s other African operations in the Democratic Republic of the Congo are new and not fully tested
and are not capable of providing management on a real time basis reliable operating data and financial information.

Delays in the development and supply of communications equipment may hinder the deployment of new technologies and
services and cause our growth rates and net profit to decline.

Our operations, including the operations of Vodacom, depend in part upon the successful and timely supply of evolving fixed
and mobile communications technologies, such as general packet radio services, or GPRS. We use technologies from a number of
vendors and make significant capital expenditures in connection with communications technologies. If technologies are not
developed by our suppliers on time or do not perform according to expectations or achieve commercial acceptance, we may be
required to delay service introductions and make additional capital expenditures and we could be required to write-off investments
in failed technology, which could cause our growth rates and net profit to decline.

Continuing rapid changes in technologies could increase competition or require us to make substantial additional investments,
which could disrupt our business operations and reduce our net profit.

The services we offer are technology-intensive. The development of new technologies, such as fixed-wireless services and
packet radio services, could increase competition and make our technology obsolete. We may have to make substantial additional
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investments in new technologies to remain competitive. New technologies we choose may not prove to be commercially successful.
As a result, we could lose customers, fail to attract new customers or incur substantial costs in order to maintain our customer
bases, which could disrupt our business operations and reduce our net profit.

Actual or perceived health risks relating to mobile handsets or transmission masts and any related publicity or litigation could
matke it difficult to find attractive sites for base stations and reduce Vodacom’s growth rates, customer base, average usage per
customer and net profit.

Concern has been expressed that the electromagnetic signals from mobile handsets and base stations, which serve as antennae
for transmitting radio signals, may pose health risks. Actual or perceived risks of mobile handsets or base stations and related
publicity or litigation, could make it difficult to find attractive sites for base stations and reduce Vodacom’s growth rates, customer
base, average usage per customer and net profit.

Risks Related to Telkom’s Ownership by the Government of South Africa and Thintana Communications
Telkom’s major shareholders will continue to exercise control over our strategic direction and major corporate actions.

The Government of the Republic of South Africa and Thintana Communications, the investment vehicle of our strategic equity
investors, will together continue to hold a majority of Telkom’s ordinary shares after the global offering. Through the ownership and
voting arrangements provided for in a new shareholders’ agreement and Telkom’s new memorandum and articles of association, the
Government and Thintana Communications will be able to exert considerable influence over Telkom’s corporate governance,
strategic direction and major corporate actions and to appoint directors of Telkom’s subsidiaries and joint venture, Vodacom.

In the new shareholders’ agreement, the Government and Thintana Communications have, among other things, agreed to vote
together on specific matters. See “Relationship with Major Shareholders and Related Transactions” beginning on page 145 of this
prospectus for a description of the Government’s and Thintana Communications’ rights under the new shareholders’ agreement. In
addition, Telkom’s new memorandum and articles of association require Telkom to obtain written consent from the Government
before taking actions that would limit Telkom’s ability to provide public switched telecommunication services. Telkom’s new
memorandum and articles of association also require the approval of directors appointed by the Government and Thintana
Communications in order for Telkom or any of its subsidiaries, including Vodacom, to enter into major corporate actions and
transactions, including amendments to Telkom’s management structure and the powers of Telkom’s operating committee, the
approval of Telkom’s dividend policy and payment of dividends, increases in Telkom’s indebtedness beyond certain limits and
changes of control. As a result, without the approval and participation of the Government and Thintana Communications, Telkom
will not be able to consummate transactions involving an actual or potential change of control, including transactions in which you
might otherwise receive a premium for your ordinary shares or ADSs over market prices. Because the Government and Thintana
Communications will continue to exercise control over Telkom after the global offering, investors purchasing ordinary shares and
ADSs in the global offering will lack meaningful power to approve decisions of Telkom’s board of directors or to influence our
strategic direction and major corporate actions.

The Government of the Republic of South Africa may use its position as shareholder, policymaker for, and customer of, the
telecommunications industry in a manner that may be favorable to our competitors and unfavorable to us.

Following the global offering, the Government of the Republic of South Africa will own approximately 42% of Telkom’s issued
and outstanding ordinary shares, or approximately 38% if the underwriters exercise their over-allotment option in full. The
Government also holds significant equity stakes in other industry participants, including Sentech Limited, and is expected to have
an indirect 30% equity interest in the second national operator. To further its policy of liberalization of the telecommunications
industry, the Government may adopt and implement policies and exercise its right to approve regulations that benefit our
competitors but are not beneficial to us. In addition, to further other political or social objectives, the Government may act in a
manner that may be detrimental to our business but advantageous to our competitors.

The Government of the Republic of South Africa is also one of our customers. The Government accounted for approximately
9% of our fixed-line operating revenue, excluding directories and other operating revenue, in the six months ended September 30,
2002. The Government could transfer some or all of its business to the second national operator or other operators when they
commence operations. Legislation has been enacted to centralize all procurement by the Government through one agency. If the
Government transfers some or all of its business to other operators, our operating revenue and net profit would decline.

Risks Related to Regulatory and Legal Matters

The regulatory environment for the telecommunications industry in South Africa is evolving and final regulations addressing
a number of significant matters have not yet been issued. The interpretation of existing regulations, or the adoption of new
policies or regulations that are unfavorable to us, could disrupt our business operations and could cause our net profit and the
trading prices of Telkom’s ordinary shares and ADSs to decline.

The provision of telecommunications services in the Republic of South Africa is subject to extensive regulation. The regulatory
environment is developing, lacks clarity in a number of areas and is subject to interpretation, review and amendment as the
telecommunications industry is further developed and liberalized. In addition, the regulatory process entails a public comment
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process, which, in light of the politicized issue of privatization of industries such as telecommunications in South Africa, makes the
outcome of the regulations uncertain and may cause delays in the regulatory process. A number of significant matters have not been
addressed or clarified, including:

» the terms and conditions of the second national operator’s license;

e whether and the extent to which our licenses may be amended as a result of the licensing of the second national operator;

* whether any additional obligations may be imposed on us at that time or thereafter;

* the extent to which our fixed-line business will be required to make its facilities or access lines available to the second
national operator to provide services, other than public switched telecommunications services, during the first two years of its
license and beyond;

* the extent to which our fixed-line business may be required to unbundle its local loop after two years; and

* the extent to which we will be required to contribute to the universal service fund.

In addition, ICASA was only established in 2000. Upon its establishment, ICASA inherited a legacy of regulatory problems
from its predecessors. It has been reported that ICASA may currently lack adequate resources to effectively fulfill its regulatory and
licensing functions and to deal with regulatory challenges that continue to change given the rapidly evolving telecommunications
environment. This combination of factors creates further uncertainties in the regulatory arena and the ability of ICASA to
effectively fulfill its functions. We cannot predict the outcome or timing of any amendments or modifications to applicable
regulations or the interpretation thereof, the release of new regulations or their impact on us. Although we have no reason to believe
that ICASA will act in a manner that is prejudicial to our interests, we have in the past had conflicts with ICASA and its
predecessor, including litigation against them with regard to price cap regulations and interconnection and facilities guidelines.
Changes in the regulation of telecommunications services in South Africa, the imposition of unfavorable terms in our licenses or the
loss or unfavorable amendment of any license could disrupt our business operations and could cause our net profit and the trading
prices of Telkom’s ordinary shares and ADSs to decline.

In addition, we may be affected by new laws and regulations which may require our business customers to make use of suppliers
complying with black economic empowerment requirements. If such new laws and regulations are promulgated, and if our
shareholder base does not qualify under the ownership requirements of these black economic empowerment initiatives or
restrictions, some of our business customers may be required or elect to obtain all or some of their telecommunications services
from our competitors who may fulfill such ownership requirements.

If Telcordia Technologies Incorporated, a New Jersey corporation, were able to recover substantial damages in its arbitration
proceedings against Telkom, Telkom would be required to fund such payments from cash flows or drawings on its existing
credit facilities, which could cause Telkom’s indebtedness to increase and its net profit to decline.

Telcordia instituted arbitration proceedings against Telkom in March 2001 seeking to recover approximately $130 million for
monies outstanding and damages, plus interest at a rate of 15.5% per year. The proceedings relate to the cancellation of an
agreement entered into between Telkom and Telcordia during June 1999 for the development and supply of an integrated end-to-end
customer assurance and activation system by Telcordia. In September 2002, a partial ruling was issued by the arbitrator in favor of
Telcordia. The arbitration proceedings and the amount of Telkom’s liability are not expected to be finalized until late 2003 or early
2004. Telkom has provided R373 million for its estimate of probable liabilities, including interest, in respect of the Telcordia claim
in the Telkom Group’s consolidated financial statements as of September 30, 2002. Telkom is currently unable to predict the
amount that it may eventually be required to pay Telcordia. If Telcordia recovers substantial damages from Telkom, Telkom would
be required to fund such payments from cash flows or drawings on its existing credit facilities, which could cause its indebtedness
to increase and its net profit to decline.

If we are unable to negotiate favorable terms, rates and conditions for the provision of interconnection services and facilities
and leasing services, our business operations could be disrupted and our net profit could decline.

Telkom is required to provide interconnection services to the mobile operators, the second national operator and all other entities
that lawfully provide telecommunications services in South Africa and to lease or otherwise make our telecommunications facilities
available to any entity lawfully providing or utilizing telecommunications services in South Africa. We will also be required to
allow the second national operator to use all of our telecommunications facilities for the provision of public switched
telecommunications services on a resale basis for the first two years of its license. We may also be required to lease or otherwise
make our telecommunications facilities available to the second national operator for the provision of services, other than public
switched telecommunications services, during the first two years of its license and beyond. The terms and conditions for the
provision of these services and facilities are, or will be, set out in interconnection agreements and facilities lease agreements
negotiated and agreed to by us with these other entities. ICASA is entitled to issue, and has issued, regulations relating to
interconnection and facilities leasing. Certain of these regulations, while currently only in draft format, contemplate an
asymmetrical interconnection regime between Telkom and the underserviced area licensees, with a terminating tariff differential of
at least 30% in favor of these licensees. To the extent that we are unable to reach agreement with these entities for the provision of
these services, including the applicable tariffs, or to the extent that the terms and conditions of our agreements are inconsistent with
relevant legislation or regulations, such terms and conditions may be determined and imposed on us by ICASA. Sentech has applied
to the South African High Court for an order seeking to set aside supplementary facilities leasing guidelines on the basis of procedural
errors. ICASA has filed a notice of no opposition to this application. As a result, there is a risk that the guidelines will be remanded
back to ICASA for further deliberations. If the guidelines are unfavorable to us when revised, or if we are unable to negotiate favorable
terms and conditions for the provision of the services and facilities covered by the guidelines or ICASA otherwise imposes terms and
conditions that are unfavorable to us, our business operations could be disrupted and our net profit could decline.
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If we are unable to recover the substantial capital and operational costs associated with the implementation of carrier pre-
selection and number portability or are unable to implement these requirements in a timely manner, our business operations
could be disrupted and our net profit could decline.

We are required to implement carrier pre-selection in our fixed-line business, which will enable customers to choose and vary
their fixed-line telecommunications carrier for long distance and international calls, by December 31, 2003. We are also required to
implement number portability, which will enable customers to retain their fixed-line and mobile telephone numbers if they switch
fixed-line operators or mobile operators, by 2005. We will incur substantial set-up and maintenance time and costs in connection
with the implementation of carrier pre-selection and number portability, which could disrupt our business operations. The extent of
recoverability of these costs have not yet been determined and finalized by ICASA. Although we are required to implement carrier
pre-selection by December 31, 2003 pursuant to regulations imposed by ICASA, we will not be able to fully implement carrier
pre-selection until the second national operator is licensed and the second national operator’s interconnection systems and the
inter-operator processes and systems to support carrier pre-selection become available, which may not occur until after
December 31, 2003. To the extent that we are unable to comply with these requirements in the required timeframes or are unable to
substantially recover these costs of compliance, our business operations could be disrupted and our net profit could decline.

Our tariffs are subject to approval by the regulatory authorities, which may limit our flexibility in pricing and could reduce our
net profit. Vodacom’s revenue and net profit could decline if wholesale price controls are imposed on it.

Our public switched telecommunications services license imposes a price cap formula on our overall tariffs for a basket of
specified services and any individual product or service within the basket of specified services that we previously had the exclusive
right to provide. The overall tariffs for all services in the basket may not be increased by more than 1.5% below inflation in South
Africa, based on the consumer price index and measured using revenue for the services in the basket at constant volumes for the
prior year. In addition, effective January 1, 2003, the price of any individual product or service within the basket may not be
increased by more than 5% above inflation in South Africa in any year. Our tariffs for these services are filed with ICASA for
approval. Revenue from these services may not be used to subsidize competitive products and services. These limitations on our
customer tariffs limit our pricing flexibility and could reduce our net profit. In addition, Vodacom’s revenue and net profit could
decline if additional price controls are imposed on it.

If Vodacom does not obtain a license to use adequate amounts of 1800MHz radio frequency spectrum or a license for radio
frequency spectrum for the provision of third generation services on commercially reasonable terms, Vodacom’s future growth
rates, revenue and net profit could decline.

Vodacom has a statutory right to obtain a license to use 1800MHz radio frequency spectrum and radio frequency spectrum for the
provision of third generation services pursuant to amendments to the Telecommunications Act, 103 of 1996. The amount of spectrum
that will be licensed and the fees that will be required to obtain the 1800MHz radio frequency spectrum and radio frequency
spectrum for the provision of third generation services have not yet been determined. In the event Vodacom is not able to obtain
sufficient additional capacity on the 1800MHz radio frequency spectrum or radio frequency spectrum for the adequate provision of
third generation services, or if the fees or terms of such licenses are unfavorable, Vodacom’s growth rates, revenue and net profit
could decline.

If Telkom is required to comply with the provisions of the South African Public Finance Management Act, 1 of 1999, or PFMA,
Telkom could incur increased expenses and its net profit could decline and compliance with the PFMA could result in the
delisting of Telkom’s ordinary shares and ADSs from the JSE and New York Stock Exchange.

Telkom is required to comply with the provisions of the South African Public Finance Management Act, 1 of 1999, or PFMA.
Telkom applied for and obtained a temporary exemption from many of the provisions of the PFMA until November 2004. If
Telkom does not obtain a further exemption from the PFMA or if its existing exemption is revoked for any reason or it is otherwise
required to comply with the PEMA, Telkom may be compelled to prepare a second set of financial statements in compliance with
accounting principles and practices prescribed by the Government of the Republic of South Africa which do not correlate with IAS
or US GAAP and would require Telkom to incur additional costs. Telkom would also be required to comply with, what it believes
to be, extremely prescriptive treasury regulations issued pursuant to the PFMA, to provide the Government with advance access to
proprietary and potentially price sensitive information and to seek the prior approval of South African governmental authorities to
enter into certain material agreements, to maintain certain bank accounts, to formulate and implement certain investment strategies
or to discharge its auditors, which would preclude Telkom from acting in the same manner as its competitors and other listed
companies. If Telkom is required to comply with the PEMA, Telkom may not be able to comply with the Listings Requirements of
the JSE or the listing rules of the NYSE and Telkom’s ordinary shares and ADSs could be delisted.

Risks Related to the Republic of South Africa
Fluctuations in the value of the Rand could have a significant impact on the amount of Telkom’s dividends, the trading prices
of Telkom’s ordinary shares and ADSs, our net profit and on the comparability of our results between financial periods.

In recent years, the value of the Rand as measured against the Dollar has declined considerably. The Rand declined from R5.90
per $1.00 at December 31, 1998 to R12.00 per $1.00 at December 31, 2001. The exchange rate between the Rand and the Dollar
was R10.54 per $1.00 as of September 30, 2002 and R8.77 per $1.00 as of January 28, 2003.
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Fluctuations in the exchange rate between the Rand and the Dollar could have an adverse impact on:
e the Dollar equivalent of any dividends and distributions on Telkom’s ordinary shares and ADSs payable in Rands;
* the Dollar equivalent of the Rand denominated prices of Telkom’s ordinary shares; and

¢ the market value of Telkom’s ADSs in the United States.

These fluctuations could also increase the amount in Rand terms of our non-Rand denominated debt, increase our non-Rand
denominated financing costs and operating and capital expenditures and cause our net profit to decline. Since September 30, 2002,
the value of the Rand has increased as measured against the Dollar and the Euro. Due to this increase. the Telkom Group’s net
income is likely to be negatively affected by foreign exchange losses in the year ended March 31, 2003. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Principal factors that affect our results of operations —
Volatility of the Rand and adoption of IAS 39 on page 37 of this prospectus. In addition, fluctuations in currency exchange rates
between the South African Rand and the currencies in African countries where Vodacom invests could decrease the value of these
businesses and Vodacom’s and our net profit.

The high levels of unemployment, poverty and crime in South Africa could cause the size of the South African communications
market and our growth rates, operating revenue and net profit, as well as the trading prices of Telkom’s ordinary shares and
ADSs, to decline.

While South Africa features a highly developed financial and legal infrastructure at the core of its economy, it has high levels of
unemployment, poverty and crime. These problems have hindered investment into South Africa, have prompted emigration of
skilled workers and have impacted economic growth negatively. Recently, the South African economy has been growing at a
relatively slow rate, inflation and unemployment have been high by comparison with developed countries and foreign reserves have
been relatively low. Although it is difficult to predict the effect of these problems on South African businesses or the Government of
the Republic of South Africa’s efforts to solve them, these problems could cause the size of the communications market and our
growth rates, operating revenue and net profit, as well as the trading prices of Telkom’s ordinary shares and ADSs, to decline. For
additional information on the Republic of South Africa, see “Republic of South Africa” beginning on page A—1.

The high rates of HIV infection in South Africa could cause the size of the South African communications market and our
growth rates, operating revenue and net profit to decline.

South Africa has one of the highest HIV infection rates in the world. The exact impact of increased mortality rates due to AIDS
deaths on the cost of doing business in South Africa and the potential growth in the economy is unclear at this time although
employee related costs in South Africa are expected to increase as a result of the AIDS epidemic and the size of the South African
population and communications market could decline. Our growth rates, operating revenue and net profit could decline if employee
related expenses increase or the size of the African population and communications market decline.

Significant labor disputes, work stoppages, increased employee expenses as a result of collective bargaining and the cost of
compliance with South African labor laws could disrupt our fixed-line business operations and reduce our net profit.

Trade unions represented 75% of our fixed-line employees, excluding our Telkom Directory Services and Swiftnet subsidiaries,
as of September 30, 2002. Trade unions have publicly opposed our privatization and have instituted and in the future could institute
work stoppages to oppose changes in our shareholding structure or gain leverage in negotiating collective bargaining agreements.
Telkom’s bargaining agreement covering its unionized employees is scheduled to expire on March 31, 2003. In addition, a number
of South African trade unions, including the trade unions of our employees, have close links to various political parties and have
had a significant influence in South Africa as vehicles for social and political reform and in the collective bargaining process. Since
1995 South Africa has enacted various labor laws that enhance the rights of employees, which have imposed costs on us. Significant
labor disputes, work stoppages, increased employee expenses as a result of collective bargaining and the cost of compliance with
labor laws could disrupt our fixed-line business operations and reduce our net profit.

South African exchange control restrictions could hinder our ability to make foreign investments and procure foreign
denominated financings.

South Africa’s exchange control regulations restrict transactions between residents of the Common Monetary Area, which
consists of South Africa, the Republic of Namibia, and the Kingdoms of Lesotho and Swaziland, and non-residents of the Common
Monetary Area. In particular, South African companies:

e are generally not permitted to export capital from South Africa or to hold foreign currency in excess of certain limits without
the approval of the South African exchange control authorities;

» are generally required to repatriate to South Africa profits of foreign operations; and
» are limited in their ability to utilize profits of one foreign business to finance operations of a different foreign business.
These restrictions could hinder our ability to make foreign investments and procure foreign denominated financings. While the

South African Government has relaxed exchange controls in recent years, it is difficult to predict whether or how it will further
relax or abolish exchange control measures in the future. See “Exchange Controls” beginning on page 179 of this prospectus.
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Risks Related to the Global Offering

You may be prevented from owning more than 15% of any class of Telkom’s issued shares for a period of three months
following the listing on the JSE and more than a direct or indirect 5% ownership interest in Telkom or Vodacom and in any
other licensed operator providing the same category of services.

You may not be permitted to acquire more than 15% of Telkom’s ordinary shares. Pursuant to Telkom’s new memorandum and
articles of association, for a period of three months following the listing on the JSE, if a single shareholder acquires direct or indirect
ownership of more than 15% of any class of shares, Telkom’s board may require that shareholder to dispose of such shares in excess
of 15% or in some instances Telkom can dispose of the shares. Telkom’s board may also refuse to register the transfer of any shares
that will result in you holding in excess of 15% of its ordinary shares. This three-month period may be extended by legislation. If you
are not a passive institutional investor who does not participate in our management, you may be prevented from holding a direct or
indirect 5% ownership interest in Telkom or Vodacom and a 5% or greater ownership interest in any other licensed operator providing
the same category of telecommunications services as Telkom or Vodacom in a concentrated market where there are less than five
licensees.

The future sale of a substantial number of Telkom’s ordinary shares or ADSs could cause the trading prices of Telkom’s
ordinary shares and ADSs to decline.

Following this global offering, the Government of the Republic of South Africa will own approximately 42% of Telkom’s issued
and outstanding ordinary share capital, or approximately 38% if the underwriters exercise their over-allotment option in full,
Thintana Communications will own approximately 30% of Telkom’s issued and outstanding ordinary share capital and Ucingo
Investments will own approximately 3% of Telkom’s issued and outstanding ordinary share capital assuming the Ucingo Investments
repurchase does not occur. In addition, the Government intends to grant to eligible past and present employees of Telkom, options
to purchase 11,140,636 of its ordinary shares, representing 2% of Telkom’s issued and outstanding ordinary share capital, which
will become exercisable over a period of three years in four equal tranches commencing six months after the public offering.
Telkom may also adopt one or more management and employee incentive plans that provide for the issue of ordinary shares.
Ordinary shares in the Khulisa offer are being offered at a 20% discount to the initial public offering price and may not be sold for
three months following the date of the listing of the shares on the JSE. Sales of substantial amounts of shares by Telkom’s
shareholders or by Telkom, or the appearance that a large number of shares is available for sale, following this global offering could
cause the trading prices of Telkom’s ordinary shares and ADSs to decline. Telkom, the Government and Thintana Communications
intend to agree with the underwriters to certain restrictions on the sale of ordinary shares and ADSs for 180 days from the date of
the underwriting agreement as described in “Underwriting” beginning on page 187 and “Relationship with Major Shareholders and
Related Transactions” beginning on page 145 of this prospectus, but these lock-up agreements can be waived by the joint global co-
ordinators in their sole discretion. In addition, the Government has agreed with Thintana Communications that the Government will
not sell any of its ordinary shares for a further 545 day period after the expiration of its lock-up period with the underwriters. As of
the date of this prospectus, Ucingo Investments has not agreed to a lock-up of its ordinary shares.

Your rights as a shareholder will be governed by South African law, which differs in material respects from the rights of
shareholders under the laws of other jurisdictions.

Telkom is a public limited liability company incorporated under the laws of the Republic of South Africa. The rights of holders
of Telkom’s ordinary shares and therefore many of the rights of Telkom’s ADS holders are governed by Telkom’s memorandum and
articles of association and by South African law. These rights differ in material respects from the rights of shareholders in
companies incorporated elsewhere, such as in the United States. In particular, South African law significantly limits the
circumstances under which shareholders of South African companies may institute litigation on behalf of a company. For a
description of the differences between shareholders’ rights under South African law and Delaware law, See “Description of Shares —
Comparison of shareholders’ rights under South African and Delaware law” beginning on page 162 of this prospectus.

It may not be possible for you to effect service of legal process, enforce judgments of courts outside of South Africa or bring
actions based on securities laws of jurisdictions other than South Africa against Telkom or against members of its board.

Telkom and a majority of the members of its board of directors and executive officers are residents of South Africa. In addition,
Telkom’s assets and a major portion of the assets of members of its board of directors and executive officers are located in whole or
in substantial part in South Africa. As a result, it may not be possible for you to effect service of legal process within the United
States or elsewhere outside of the Republic of South Africa upon most of our directors or officers, including with respect to matters
arising under US federal securities laws or applicable state securities laws. Moreover, it may not be possible for you to enforce
against Telkom or the members of its board of directors and executive officers judgments obtained in courts outside South Africa,
including the United States, based on the civil liability provisions of the securities laws of those countries, including those of the
United States. A foreign judgment is not directly enforceable in South Africa, but constitutes a cause of action which may be
enforced by South African courts with the approval of the South African Minister of Trade and Industry. In addition, awards of
punitive damages will not be enforceable in South Africa. Although it is possible for an investor to bring an action against Telkom
in a South African civil court to enforce rights in terms of US federal securities laws, these laws will not be enforced if they are
penal or revenue or taxation laws or laws which are contrary to South African public policy. It is not possible therefore for an
investor to seek to impose criminal liability on us in a South African court arising from a violation of US federal securities laws.

Your ability to sell a substantial number of ordinary shares and ADSs may be restricted by the limited liquidity of ordinary
shares traded on the JSE.

The principal trading market for Telkom’s ordinary shares is expected to be the JSE. Historically, trading volumes and liquidity
of shares listed on the JSE have been low in comparison with other major markets. The ability of a holder to sell a substantial
number of ordinary shares on the JSE in a timely manner, especially by means of a large block trade, may be restricted by the
limited liquidity of ordinary shares listed on the JSE. The limited liquidity of the ordinary shares could depress the overall liquidity
and trading prices of the ADSs.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Many of the statements included in this prospectus are forward-looking statements that involve risks and uncertainties. You can
generally identify forward-looking statements by the use of terminology such as “may,” “will,” “expect,” “intend,” “plan,”
“estimate,” “anticipate,” “believe,” or similar phrases. All statements, other than statements of historical facts, including, among
others, statements regarding our future financial position, business strategy, projected levels of growth in the communications
market, projected costs, estimates of capital expenditures and plans and objectives of management for future operation, are forward-
looking statements. Our actual future performance could differ materially from these forward-looking statements. Important factors
that could cause actual results to differ materially from our expectations include those risks identified in the foregoing “Risk
Factors” beginning on page 14 of this prospectus, as well as other matters not yet known to us or not currently considered material

by us.

We caution you not to place undue reliance on these forward-looking statements. All written and oral forward-looking
statements attributable to us 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 prospectus, either to conform them to actual results or to changes in our expectations.
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USE OF PROCEEDS

We will not receive any proceeds from the sale of ordinary shares or ADSs in the global offering. The purpose of the global
offering is to enable the Government of the Republic of South Africa to continue its restructuring of state-owned enterprises and to
broaden Telkom’s shareholder base.
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DIVIDENDS AND DIVIDEND POLICY

All of Telkom’s issued and outstanding ordinary shares rank equal for dividends. The following table sets forth the annual
dividends declared per ordinary share based on 557,031,819 ordinary shares issued and outstanding in the years ended March 31,
2000 and 1999 and 3,899,222,728 ordinary shares in the year ended March 31, 1998, which for the year ended March 31, 1998
represents the ordinary shares issued and outstanding at the date the dividend was declared in the 1997 financial year. Annual
dividends are expressed in Rands and translated into Dollars at the Rand noon buying rate described in “Exchange Rates” on
page 26 of this prospectus on the relevant dividend payment date.

Dividends paid per
ordinary share Total dividends Dividend
(cents) (millions) cover'
Year ended March 31, ZAR USD ZAR USD
2002 ... - - - - n/a
2001 . ... - - - - n/a
2000 . ... 59.6 9.7 331.7 53.9 4.6x
1999 . ... 98.1 16.7 546.6 93.0 3.4x
1998 . . . ... 10.3 2.0 400.0 78.7 5.9x

! Dividend cover is calculated by dividing net profit for the year after minority interest by the dividend for the year.

Dividends paid by Telkom in the past reflected its status as being majority-owned by the Government of the Republic of South
Africa and should not be considered indicative of Telkom’s ability to pay future dividends. Telkom did not declare any dividends in
the two years ended March 31, 2002 in order to reinvest profits in its fixed-line network modernization, rehabilitation and line-
rollout program.

Telkom does not expect to pay dividends for the year ended March 31, 2003. Telkom’s board of directors has currently recommended
that a dividend be paid for the year ended March 31, 2004 of up to 33% of the Telkom Group’s reported after tax net profit for that
period, subject to South African law, the provisions of Telkom’s memorandum and articles of association and the factors described
below. We cannot assure you that any dividend will actually be paid or what the timing or amount of any future dividends will be.
Telkom’s current dividend policy aims to provide shareholders with a competitive return on their investment, while assuring sufficient
reinvestment of profits to enable us to achieve our strategy. Telkom may revise its dividend policy from time to time. The determination
to pay dividends, and the amount of the dividends, will depend upon, among other things, the following:

* our earnings;

e our financial condition;

* our capital requirements;

» the impact of currency exchange rate fluctuations;

» general business conditions and strategies;

* contractual restrictions on the payment of dividends;

* the possible effects on our credit worthiness;

* the pay-out and dividend ratios of other major South African companies and other telecommunications operators; and
e other factors our board of directors may deem relevant, including future growth prospects.

Under South African law, a company may make payments to its shareholders if authorized thereto by its organizational
documents. A company may not make any payment, in whatever form, to its shareholders if there are reasonable grounds for
believing that:

* the company is or would, after the payment, be unable to pay its debts as they become due in the ordinary course of business; or

» the consolidated assets of the company fairly valued, after the payment, would be less than the consolidated liabilities of the
company.

Under South African law, a shareholder is liable to a company for any payments received by the shareholder from the company
in violation of these restrictions.

Pursuant to Telkom’s new memorandum and articles of association, for so long as either the Government or Thintana
Communications is a significant shareholder, Telkom’s dividend policy and all declarations of dividends and payments to
shareholders will have to be approved by the directors appointed by the Government and Thintana Communications. Pursuant to
Telkom’s new memorandum and articles of association, a significant shareholder is a shareholder who holds the class A ordinary
share or class B ordinary share in the capital of Telkom and at least 15% of Telkom’s issued ordinary shares. This percentage will
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be reduced from time to time to reflect the dilutive effect of issuances of new ordinary shares, but may not be less than 10%.
Furthermore, in the new shareholders’ agreement, the Government and Thintana Communications have agreed to vote their shares
together in relation to the declaration and payment of dividends.

Telkom’s ability to make future dividend payments will be determined based upon its financial position under IAS. The
following table sets forth a reconciliation of retained earnings in accordance with IAS to distributable reserves in accordance with
IAS for the periods indicated.

As of March 31, As of September 30,

2001 2002 2002 2002 2002

ZAR ZAR USD ZAR USD

(unaudited)
(in millions)

Retained earnings in accordance with IAS . . . . . . .. .. .. 6,679 8,449 802 9,070 861
Share of non-distributable retained earnings in Vodacom . . . . . (1,754) (2,678) (254) (3,139) (298)

Distributable reserves in accordance with IAS . . . . . . . .. 4,925 5,771 548 5,931 563

Retained earnings of Vodacom are restricted since Telkom requires the consent of the other shareholders of Vodacom to declare
dividends. As described in “Taxation” beginning on page 173 of this prospectus, Telkom is required to pay secondary tax on
companies at a flat rate of 12.5% in respect of the amount of certain dividends declared by it. As a result of the payment of
secondary tax on companies, the amount of dividends that may actually be paid is less than the amount of distributable reserves.
Distributable reserves are available for distribution based on Telkom’s dividend policy. Telkom’s board of directors decides on an
annual basis the amount of distributable reserves to be reinvested in operations and the amount of any remaining funds that are
available for distribution to shareholders.

Telkom expects to pay any cash dividends solely in Rands. Cash dividends payable to holders of ADSs listed on the New York
Stock Exchange will be paid to the depositary’s custodian, which will convert the dividends into Dollars, at the rate of exchange
applicable on the date such dividends are paid, for disbursement to holders. Fluctuations in the exchange rate between Rands and
Dollars and expenses of the depositary will affect the Dollar amounts actually received by holders of ADSs upon conversion by the
depositary of such cash dividends. See “Description of American Depositary Receipts — Dividends and other distributions”
beginning on page 167 of this prospectus.

Provided that the relevant share certificate is endorsed “non-resident” or an entry is made to such effect in the relevant electronic
register, there is currently a blanket approval under the South African exchange control regulations for the free transferability of
cash dividends to holders of ordinary shares or ADSs. See “Exchange Controls” beginning on page 179 of this prospectus.

In addition to the corporate tax on taxable income of South African companies at the current rate of 30%, South African
companies pay secondary tax on companies as described above. Capitalization shares or stock dividends distributed to holders of
ordinary shares do not incur secondary tax on companies. Because of this tax treatment, it has become common practice in South
Africa for companies to offer capitalization shares in lieu of cash dividends. Capitalization shares are shares issued by a company,
the payment for which is allocated out of the company’s reserves, including share premium, or unappropriated profits.

For a discussion of the material South African and US federal income tax provisions regarding the taxation of dividends on
ordinary shares and ADSs, see “Taxation” beginning on page 173 of this prospectus.
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EXCHANGE RATES

Unless otherwise specified, as used in this prospectus:

e references to “Rand,” “R,” “ZAR” and “SA Cents” are to South African Rand and Cents, the currency of the
Republic of South Africa;

e references to “Dollars,” “$,” “USD” and “US Cents” are to the United States Dollar and Cents, the currency
of the United States; and

» references to the “Rand noon buying rate” are to the noon buying rates in New York City for cable transfers
in Rands as certified for customs purposes by the US Federal Reserve Bank of New York expressed in Rands per $1.00.

For your convenience, this prospectus contains translations of certain Rand amounts into Dollars. You should not assume,
however, that Rands could have been exchanged into Dollars at any particular rate or at all. Unless otherwise stated, translations of
Rand amounts into Dollars have been made at R10.54 per $1.00, the Rand noon buying rate on September 30, 2002, the date of the
Telkom Group’s most recent balance sheet included in this prospectus. These translations should not be construed as representations
that the Rand amounts could actually be converted into US dollars at these rates or at all.

The table below shows the high, low, average and end of period Rand noon buying rates. The end of period Rand noon buying
rate is computed on the last business day of the relevant period and the average Rand noon buying rate is computed using the Rand
noon buying rate on the last business day of each month during the period indicated.

Year ended March 31, High Low Average End of period
1998 . . .. 5.04 441 4.74 5.04
1999 . ... 6.64 5.03 5.85 6.17
2000 ... 6.58 5.98 6.19 6.54
2001 ..o 8.04 6.56 7.34 8.04
2002 ... 13.60 791 9.64 11.38

The table below shows the high and low Rand noon buying rates for each month during the six months prior to the date of this
prospectus:

Year 2002 High Low
July . e 10.35 9.95
AUZUSE . . 10.90 10.24
September . . ... 10.74 10.48
OCtober . . . . . oo e 10.53 10.00
November . . . . . . . . . . 9.98 9.25
December . . . ... ... 9.27 8.59

On January 28 , 2003, the Rand noon buying rate was R8.77 per $1.00.

Fluctuations in the exchange rate between the Rand and the Dollar will affect the Dollar amounts received by holders of ADSs
on conversion of dividends, if any, paid in Rands on the ordinary shares and may affect the Dollar trading price of the ADSs
on the New York Stock Exchange.
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CAPITALIZATION

The following table sets forth the capitalization of the Telkom Group as of September 30, 2002 in accordance with IAS. The
Telkom Group’s capitalization includes our 50% interest in Vodacom, which we proportionately consolidate in the Telkom Group’s
consolidated financial statements.

Rand amounts have been translated into Dollars solely for your convenience at R10.54 per $1.00, the Rand noon buying rate on
September 30, 2002, the date of the Telkom Group’s most recent consolidated balance sheet included in this prospectus. These
translations should not be construed as representations that the Rand amounts could actually be converted in US dollars at these
rates or at all.

You should read the following information together with “Risk Factors” beginning on page 14, “Selected Historical
Consolidated Financial and Other Data of the Telkom Group” beginning on page 28, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” beginning on page 34 and the consolidated financial statements and notes thereto of
the Telkom Group and Vodacom beginning on page F-2 of this prospectus.

As of September 30, 2002

ZAR USD
(unaudited)
(millions)
Short-term
Local unsecured debt> . . . . . . .. 1,364 129
Current portion of long-term debt® . . . . . . ... ... ... .. ... ... .. ... .. 5,958 565

Localdebt . . . . . . . . e 5,897 559
Unsecured . . . . . . . . . e e 5,607 532
Secured . . .. L e 290 27
Government guaranteed . . . . . ... Lo L e - -

Foreigndebt . . . . . . . . . .. 61 6
Secured . . . .. e e 29 3
Government guaranteed . . . . . ... e 32 3

Total short-termdebt . . . . . . . . .. ... ... ... ... 7,322 694

Long-term’

Local debt . . . . . . . . . . e 12,058 1,144
Unsecured . . . . . . . . e e 7,550 716
Secured . . . L L e 1,047 99
Government guaranteed . . . . . . ..o e 3,461 329

Foreigndebt . . . . . . . . . . e 6,086 578
Unsecured . . . . . . . . e e e 5,306 504
Secured . . . . L e 293 28
Bank guaranteed . . . ... ... 359 34
Government guaranteed . . . . . . ... e e 128 12
Total long-termdebt . . . . . . . .. ... ... 18,144 1,722

Shareholder equity

Share capital . . . . .. 5,570 529
(1,000,000,000 ordinary shares of R10 each

authorized, 557,031,819 ordinary shares issued and

outstanding as of September 30, 2002) . . . . ... L

Share premium . . . . . . . L e 2,723 258
Non-distributable reserves . . . . . . . . ... e 112 11
Retained earnings . . . . . . . . . ... 9,070 860
Total shareholders’equity . . . . . .. .. ... ... 17,475 1,658
Total capitalization . . . . .. .. ... ... ... 42,941 4,074

! There have been no material changes to the Telkom Group’s capitalization and indebtedness from September 30, 2002 through January 16, 2003,
the last practical day on which this information could be compiled, except for the following:

« the repayment of the R359 million European Investment Bank loan;

e the repayment of R397 million of short-term instruments;

¢ exchange rate movements of R566 million; and

e our 50% share of Vodacom’s total interest bearing debt has decreased by R1.2 billion as a function of the normal monthly working capital cycle.
* Credit facilities utilized.
3 Long-term debt and related current portion of long-term debt include finance lease obligations.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL
AND OTHER DATA OF THE TELKOM GROUP

The following table sets forth selected historical consolidated financial and other data of the Telkom Group as of and for each of
the five years in the period ended March 31, 2002 and as of and for each of the six month periods ended September 30, 2002 and
2001. Information in the following table includes our 50% interest in the results, assets, liabilities and shareholders’ equity of
Vodacom, which we proportionately consolidate.

The following selected historical consolidated financial data of the Telkom Group as of and for each of the three years ended
March 31, 2002 was derived from the Telkom Group’s historical consolidated financial statements beginning on page F—48 of this
prospectus, which have been audited by Ernst & Young, Registered Accountants and Auditors, Chartered Accountants (SA).

The following selected consolidated financial data as of March 31, 1999 and March 31, 1998 and for each of the two years ended
March 31, 1999 was derived from the Telkom Group’s unaudited consolidated financial statements not included in this prospectus,
which are presented in accordance with IAS. The following selected historical consolidated financial data of the Telkom Group as
of September 30, 2002 and for each of the six month periods ended September 30, 2002 and 2001 was derived from the Telkom
Group’s unaudited condensed consolidated financial statements beginning on page F-2 of this prospectus, which, in the opinion of
our management, have been prepared on the same basis as the Telkom Group’s audited consolidated financial statements and reflect
all adjustments, consisting of normal recurring adjustments, necessary for a fair presentation of the Telkom Group’s results of
operations and financial position for such periods. Results for the six month periods ended September 30, 2002 and 2001 are not
necessarily indicative of results that may be expected for the entire year.

The consolidated financial statements of the Telkom Group have been prepared in accordance with IAS, which differs in certain
respects from US GAAP. For a description of the principal differences between IAS and US GAAP relevant to the consolidated
financial statements of the Telkom Group and a reconciliation to US GAAP of net income and profit and shareholders’ equity, see
note 41 of the notes to the audited consolidated financial statements of the Telkom Group beginning on page F-97 of this prospectus
and note 21 of the notes to the unaudited condensed consolidated financial statements of the Telkom Group as of September 30, 2002
and for each of the six month periods ended September 30, 2002 and 2001 beginning on page F—15 of this prospectus.

Headline earnings per share is a disclosure requirement of the JSE and is not a recognized measure under US GAAP. Headline
earnings represents net profit, excluding profit on the disposal of property, plant and equipment; profit on the disposal of
subsidiaries and joint ventures; property, plant and equipment impairment losses; goodwill amortization; and tax and minority
interest impacts. EBITDA represents operating profit before income tax, finance charges, investment income and depreciation and
amortization. We believe that EBITDA provides meaningful additional information to investors since it is widely accepted by
analysts and investors as a basis for comparing a company’s underlying operating profitability with that of other companies as it is
not influenced by past capital expenditures or business acquisitions, a company’s capital structure or the relevant tax regime. This is
particularly the case in a capital-intensive industry such as communications. It is also a widely accepted indicator of a company’s
ability to service its long-term debt and other fixed obligations and to fund its continued growth. EBITDA is not a US GAAP or
IAS measure. You should not construe EBITDA as an alternative to operating profit or cash flows from operating activities
determined in accordance with US GAAP or IAS or as a measure of liquidity. EBITDA is not defined in the same manner by all
companies and may not be comparable to other similarly titled measures of other companies unless the definition is the same. In
addition, because the calculation of EBITDA in the maintenance covenants contained in our credit facilities is based on accounting
policies in use at the time the indebtedness was incurred, EBITDA for purposes of those covenants is not calculated in the same
manner as it is calculated in the following table.

Fixed access lines are comprised of PSTN lines, including ISDN channels, public and private payphones and internal lines in
service. We calculate fixed-line penetration, or teledensity, based on the total number of telephone lines in service at the end of the
period per 100 persons in the population of South Africa. Population is the estimated South African population at the mid year in
the periods indicated as published by Statistics South Africa, a South African governmental department. We calculate fixed-line
traffic, other than international outgoing mobile traffic and international interconnection traffic, by dividing traffic operating
revenues for the particular category by the weighted average tariff for such category during the relevant period. Fixed-line
international outgoing mobile traffic and international interconnection traffic is based on the actual traffic registered through the
respective exchanges and reflected in international interconnection invoices. We calculate revenue per fixed access line by dividing
total fixed-line revenue during the period, excluding data and directories and other revenue, by the average number of fixed lines
during the period. We calculate our number of fixed lines per fixed-line employee on the basis of fixed lines in service at period end
divided by the number of employees in our fixed-line segment at period end, excluding employees from our two subsidiaries,
Telkom Directory Services and Swiftnet, which do not provide public switched telecommunications services.

Information with respect to Vodacom’s statistical data reflects 100% of Vodacom’s results of operations and information with
respect to Vodacom’s other African operations reflects 100% of the operations of Vodacom’s subsidiaries in Lesotho and Tanzania
and 51% of Vodacom’s joint venture in the Democratic Republic of the Congo, unless otherwise indicated. Vodacom’s customer
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totals are based on the total number of customers registered on Vodacom’s network, which have not been disconnected, including
inactive customers, as of the end of the period indicated. See “Business — Mobile communications — South Africa — Customers” on
page 115 of this prospectus for a discussion of Vodacom’s procedures with respect to disconnections and inactive customers.
Vodacom’s churn is calculated by dividing the average monthly number of disconnections during the period by the average monthly
total reported customer base during the period. Vodacom calculates penetration, or teledensity, based on the total number of
customers at the end of the period per 100 persons in the population of South Africa. Population is the estimated South African
population at the mid year in the periods indicated as published by Statistics South Africa. Vodacom’s traffic comprises total traffic
registered on Vodacom’s network, including bundled minutes, outgoing international roaming calls and calls to free services, but
excluding national and incoming international roaming calls. Vodacom’s ARPU is calculated by dividing the average monthly
revenue during the period by the average monthly total reported customer base during the period. ARPU excludes revenue from
equipment sales, other sales and services and revenue from national and international users roaming on Vodacom’s networks. MOU
is calculated by dividing the average monthly minutes during the period by the average monthly total reported customer base during
the period. MOU excludes calls to free services, bundled minutes and data minutes. Cumulative network capital expenditure per
customer is the cumulative network capital expenditure since the launch of Vodacom’s South African network divided by
Vodacom’s average customers in South Africa for the period.

Rand amounts as of and for the year ended March 31, 2002 and as of and for the six months ended September 30, 2002 have
been translated into Dollars solely for your convenience at R10.54 per $1.00, the Rand noon buying rate discussed in “Exchange
Rates” on page 26 of this prospectus on September 30, 2002, the date of the Telkom Group’s most recent consolidated balance
sheet included in this prospectus. These translations should not be construed as representations that the Rand amounts could
actually be converted into US dollars at these rates or at all.

You should read the following information together with “Risk Factors” beginning on page 14, “Capitalization” on page 27,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” beginning on page 34 and the
consolidated financial statements and the notes thereto of the Telkom Group and Vodacom beginning on page F-2 of this
prospectus.
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Income Statement Data

Amounts in accordance with IAS

Operating revenue . . . . ... ..
Employee expenses' . . . ... ..
Payments to other operators . . . .
Selling, general and administrative®
Services rendered . . . .. . ...
Operating leases . . . . ... ...
Depreciation and amortization

Operating expenses . . . . ... ..

Operating profit . . . .. ... ...
Investment income . . . ... ..
Finance charges . . ... ... ..

Profit before tax . . . . . ... ...
Taxation . .. ... ........

Profit aftertax . . ... ... ...
Minority interests . . . . . . . ...

Netprofit . .............

Number of ordinary shares
outstanding (millions)
Basic . . ... . ... ... ...,
Diluted . . . ... .........

Earnings per share (cents)
Basic . . .......... ...

Dividends per share (cents)

Amounts in accordance with US GAAP
Netrevenue . . ... ........
Operating income . . . . . .. ...
Netincome . .. ... ........
Earnings per share (cents)
Basic . .. ... ..........
Diluted . . .. ... .. ... ...

THE TELKOM GROUP

Six months ended
Year ended March 31, September 30,

1998 1999 2000 2001 2002 2002 2001 2002 2002
ZAR ZAR ZAR ZAR ZAR USD ZAR ZAR USD

(unaudited) (unaudited)
(in millions, except per share amounts)

19,495 23,029 27,113 31,352 34,197 3,244 16,523 18,316 1,738
n/a* n/a> 7,713 6,590 7,166 680 3,590 3,707 352
n/a* n/a> 4241 4983 5762 547 2,654 3,105 294
n/a* n/a> 5324 6971 8,237 781 3,794 3,795 360
n/a’ n/a’ 1,439 1,539 2,194 208 1,091 1,108 105
n/a’ n/a’ 340 1,292 1,217 115 583 684 65

n/a*> 4,174 5052 5408 513 2,643 3,106 295

15,498 19,617 23,231 26,427 29,984 2,844 14,355 15,505 1471

3,997 3,412 3,882 4,925 4,213 400 2,168 2,811 267
997 436 641 617 490 46 306 152 14
(1,585) (1,283) (2,482) (3,137) (2,550) (242) (1,845) (1,779) (169)

3,409 2,565 2,041 2405 2,153 204 629 1,184 112
(1,032) (657) (501) (715) (873) (83) (206) (456) (43)

2,377 1908 1,540 1,690 1,280 121 423 728 69
(13) (55) (13) (68) (59) )] (52) (34) 3
2364 1853 1,527 1,622 1,221 116 371 644 61

557 557 557 557 557 557 557 557 557
557 557 557 557 557 557 557 557 557

4244 3327 2741 2912 219.2 20.8 66.6 115.6 11.0
4244 3327 2741 2912 2192 20.8 66.6 115.6 11.0

10.3 98.1 59.6 - - - - - -

n/a n/a n/a 26,413 27,947 2,653 13,657 14,605 1,386
n/a n/a n/a 3,716 2,498 237 1,711 2,219 211
n/a n/a n/a 1,598 1,317 125 481 757 73
n/a n/a n/a 2869  236.5 224 86.4 135.9 12.9
n/a n/a n/a 2869  236.5 224 86.4 135.9 12.9
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Balance Sheet Data

Amounts in accordance with IAS

Total assets
Current assets
Cash and cash equivalents
Other current assets
Non-current assets
Total liabilities*
Current liabilities
Short-term debt’®
Other current liabilities
Non-current liabilities
Long-term debt®
Other non-current liabilities
Minority interests
Shareholders’ equity
Amounts in accordance with US GAAP
Total assets
Total liabilities
Shareholders’ equity

Cash Flow Data

Amounts in accordance with IAS

Cash flow from operating activities

Cash flow from/(used in) investing
activities . . . .. .. ... ...

Cash flow from/(used in) financing
activities

Other Data
Headline earnings per share (cents)’ -

Net asset value per share (cents)®
(atperiodend) . ... ........
Net asset value per share excluding

intangibles (cents) (at period end)® . .
EBITDA

Total debt (at period end)’

Capital expenditure excluding intangibles
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As of
As of March 31, September 30,
1998 1999 2000 2001 2002 2002 2002 2002
ZAR ZAR ZAR ZAR ZAR USD ZAR USD

(unaudited) (unaudited)
(in millions, except per share amounts)
L. 26,012 37,420 47,276 53,537 55,208 5,238 54,581 5,178
.. 5,692 7,580 11,010 12,674 10,968 1,041 11,195 1,062
L. n/a n/a 1,953 1,801 724 69 1,085 103
L. n/a n/a 9,057 10,873 10,244 972 10,110 959
.. 20,320 29,840 36,266 40,863 44,240 4,197 43386 4,116
L. 13,011 24,496 33,879 38,449 38,243 3,628 36,892 3,500
L. 6,643 12,985 14,371 15,447 12,646 1,200 15,552 1,475
L. n/a n/a 6,046 6,425 2,868 272 7,322 694
L. n/a n/a 8,325 9,022 9,778 928 8,230 781
.. 6,368 11,511 19,508 23,002 25,597 2,428 21,340 2,025
L. n/a n/a 15,928 19,843 22,533 2,138 18,144 1,722
L. n/a n/a 3,580 3,159 3,064 290 3,196 303
.. 19 84 47 116 133 13 214 20
.. 12,982 12,840 13,350 14,972 16,832 1,597 17,475 1,658
.. n/a n/a n/a 49,524 50,943 4836 49458 4,693
L. n/a n/a n/a 35,626 35280 3,349 33,076 3,138
L. n/a n/a n/a 13,776 15,535 1,475 16,220 1,539
Six months ended
Year ended March 31, September 30,

1998 1999 2000 2001 2002 2002 2001 2002 2002
ZAR ZAR ZAR ZAR ZAR USD ZAR ZAR USD

(unaudited) (unaudited)

(in millions)

3976 6,123 4917 6,165 8,171 775 3,301 3,462 328
(6,942) (12,658) (9,107) (9,964) (9,294) (882) (3,653) (2,453) (233)
1,218 6,383 5,051 3,439 110 10 973) (1,178) (112)
n/a n/a 199.9 341.8 299.3 28.4 70.2 123.9 11.8
2,330.6 2,305.1 2,396.6 2,687.8 3,021.7 286.7 n/a 3,137.2  297.6
2,3239 27289.1 273123 2,613.3 29266 277.7 n/a 3,057.8 290.1
6,433 6,363 8,056 9,977 9,621 913 4811 5,917 562
n/a n/a 21,974 26,268 25,401 2,410 25,359 25466 2416
7,030 12,690 9,461 9,889 9,004 854 3,641 2,346 223



Fixed-Line Statistical Data (Telkom)
Six months ended
Year ended March 31, September 30,

1998 1999 2000 2001 2002 2001 2002

Fixed access lines (thousands)

(atperiodend)® . . . ... ... ... ..... 4,645 5,075 5,493 4,962 4,924 4,986 4,895

Postpaid
PSTN" . . . . ... 4,518 4,768 4,668 3,930 3,554 3,761 3,407
ISDN . .. ... - 154 271 374 467 421 522

Prepaid . .. ... ... ... .. ... n/a n/a 381 480 708 615 780

Payphones'> . . . . .. ... ... ... ..... 127 153 173 178 195 189 186

Fixed-line penetration rate

(%) (atperiodend) . ... ............ 11.3 12.1 12.8 11.4 11.1 11.1 10.8

Revenue per fixed access line (ZAR) . . . . .. n/a n/a 3,869 4,297 4,729 2,294 2,456

Total fixed-line traffic

(millions of minutes) . . ... ......... n/a n/a 31,127 32,915 32,973 16,620 16,145
Local® . ... ... .. ... ... .. ... n/a n/a 19,471 20,388 20,252 10,246 9,870
Longdistance . . ... ............ n/a n/a 5,222 4,938 4,895 2,492 2,445
Fixed-to-mobile . . ... ... ... ..... n/a n/a 3,659 4,319 4,390 2,221 2,079
International outgoing . . . . . ... ... .. n/a n/a 344 357 375 184 219
Interconnection . . . .. ... ... ... .. n/a n/a 2,431 2,913 3,061 1,477 1,532

Number of full-time, fixed-line

employees (at period end)* . . ... ... .. 56,480 61,237 49,128 43,758 39,444 42,110 38,009

Fixed lines per fixed-line employee

(atperiodend)™ . ... ... ... ... ... 82 83 112 113 125 118 129

Vodacom Statistical Data (100% of Vodacom)

South Africa

Total mobile customers (thousands)

(atperiodend)” . ... ... ... ..... 1,137 1,991 3,069 5,108 6,557 5,657 7,130
Contract . . . . . . . ... 695 866 963 1,037 1,090 1,062 1,139
Prepaid . ... ...... ... ...... 426 1,101 2,082 4,046 5,439 4,569 5,961
Community services telephones . . . . . . 16 23 24 25 28 26 30

Churn (%) . .. ............... 28.2 26.5 31.8 23.3 27.2 313 30.7
Contract . . . . . . . ... 17.1 16.1 17.4 18.7 14.5 16.6 13.2
Prepaid . ... ............... 30.0 39.3 40.5 24.8 30.1 34.8 343

Mobile market share (%) (at period end) . . . 62 60 59 61 61 61 59

Mobile penetration (%) (at period end) . . . . 4.5 8.0 12.1 19.1 24.2 20.6 26.6

Total mobile traffic (millions of minutes) . - - 5,669 7,472 8,881 4,229 5,007
Outgoing . . . . . . .. ... n/a n/a 2,885 4,052 4,967 2,307 2,994
Incoming . .. ............... n/a n/a 2,784 3,420 3,914 1,922 2,013

Average monthly revenue per customer

(ZAR)'® . . ... 394 358 266 208 182 190 181
Contract'® . . . .. ... ... ..., ... n/a n/a 481 493 560 551 612
Prepaid . ... ........... . ... n/a n/a 132 98 93 94 88
Community services . . . . . ... .... n/a n/a n/a 1,453 1,719 1,710 1,766

Average monthly minutes of use per

customer . . ... ... ........... n/a n/a 158 137 111 114 102
Contract . . . . ... ... .. ...... n/a n/a 274 270 264 265 269
Prepaid . ... ... ............ n/a n/a 90 70 58 59 53
Community services . . . . .. ...... n/a n/a 1,593 2,859 3,354 3,246 3,215

Cumulative network capital expenditure per

customer (ZAR) (at periodend) . . ... .. n/a n/a 2,543 2,053 1,991 2,048 1,980

Number of mobile employees

(at period end)"” . . ... ... ... .... 2,050 3,446 4,048 4,102 3,984 4,384 3,845

Number of mobile customers per mobile

employee (at period end)” ... ... ... 555 578 758 1,245 1,646 1,290 1,854
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Six months ended
Year ended March 31, September 30,

1998 1999 2000 2001 2002 2001 2002

Other African countries
Number of mobile customers
(thousands) (at periodend) . ... ... .. 3 5 12 104 306 164 540

Average monthly revenue per customer

Lesotho (ZAR) . ... ... ........ n/a n/a n/a n/a 144 n/a 87
Tanzania (USD) . . ... ......... n/a n/a n/a 31 27 n/a 23
Democratic Republic of the
Congo(USD) . . . ... ... ... .... n/a n/a n/a n/a n/a n/a 22
Number of mobile employees
(at period end)” . . ... ... ... .. .. n/a n/a 43 170 369 201 397
Number of mobile customers per mobile
employee (at period end)'” . . .. ... ... n/a n/a 279 612 830 816 1,360

1

N o u s

Employee expenses include retrenchment costs of R373 million, R132 million and R303 million in the years ended March 31, 2002, 2001

and 2000, respectively, and R169 million and R195 million in the six months ended September 30, 2002 and 2001, respectively.

Not available because we changed the categories contained in our consolidated financial statements in the year ended March 31, 2000.

Selling, general and administrative expenses include asset write-offs of R445 million and R230 million in the years ended March 31, 2002 and 2001,
respectively, and provisions for potential damages related to Telkom’s arbitration with Telcordia of R375 million in the year ended March 31, 2002.
As of September 30, 2002, R3,621 million of our long-term debt was guaranteed by the Government of the Republic of South Africa.

Includes short-term portion of finance leases and utilized credit facilities.

Includes long-term portion of finance leases.

Headline earnings per share is a disclosure requirement of the JSE and is not a recognized measure under US GAAP. The following is a
reconciliation between net profit and headline earnings in accordance with IAS for the periods indicated:

Six months ended

Year ended March 31, September 30,
2000 2001 2002 2001 2002
ZAR ZAR ZAR ZAR ZAR
(unaudited)
(in millions, except per share amounts)

Net profit 1,527 1,622 1,221 371 644
Adjustments:
Profit on disposal of property, plant and equipment . . . . . . . .. (493) 29) (22) (6) 7
Profit on disposal of subsidiaries and joint ventures . . . . . . . .. (83) - (8) - -
Property, plant and equipment impairment losses . . . . . . . . .. - 279 445 - 16
Goodwill amortization . . . . ... ... 18 75 66 26 36
Tax and outside shareholders effects . . . . ... ... ... .... 145 43) 35) - 1
Headline earnings . . . . . . ... ... ... .. ......... 1,114 1,904 1,667 391 690
Headline earnings per share (cents) . . . ... .......... 199.9 341.8 299.3 70.2 123.9

Net asset value per share including and excluding intangibles are disclosure requirements of the JSE. Net asset value per share excluding
intangibles is not a recognized measure under US GAAP. Net asset value per share including intangibles is based on net assets of

R16,832 million, R14,972 million, R13,350 million, R12,840 million and R12,982 million as of March 31, 2002, 2001, 2000, 1999 and 1998,
respectively, and R17,475 million as of September 30, 2002. Net asset value per share excluding intangibles is based on net assets of
R16,302 million, R14,557 million, R12,880 million, R12,751 million and R12,945 million as of March 31, 2002, 2001, 2000, 1999 and 1998,
respectively, and R17,033 million as of September 30, 2002.

Includes short-term and long-term debt, finance lease obligations and utilized credit facilities.

Including Telkom internal lines of 162,460, 151,986 and 145,302 as of March 31, 2002, 2001 and 2000, respectively, and 136,459 and 157,942
as of September 30, 2002 and 2001, respectively. Each PSTN line includes one access channel, each basic ISDN line includes two access
channels and each pricing ISDN line includes 30 access channels.

Excluding ISDN channels.

Includes public and private pay phones.

Local traffic includes internet traffic.

Excluding employees of Telkom Directory Services and Swiftnet.

13.9% of Vodacom’s total reported customers, 15.9% of its prepaid customers and 3.8% of its contract customers in South Africa were
inactive as of March 31, 2002. 15.1% of Vodacom’s total reported customers, 17.0% of its prepaid customers and 4.9% of its contract customers
in South Africa were inactive as of September 30, 2002.

Value added service revenue from previously partially owned service providers is included in contract and total average monthly revenue per
customer from October 1, 2001, at which time Vodacom consolidated these previously partially owned service providers.

Includes 423, 553 and 96 total temporary employees as of March 31, 2002, 2001 and 2000, respectively, and 140 and 335 total temporary
employees as of September 30, 2002 and 2001, respectively.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

You should read the following discussion together with the consolidated financial statements of the Telkom Group and Vodacom
and the notes thereto beginning on page F-2 included elsewhere in this prospectus. The Telkom Group and Vodacom have prepared
their financial statements in accordance with IAS, which differs in certain respects from US GAAP. For a description of the
principal differences between IAS and US GAAP relevant to the financial statements of the Telkom Group and Vodacom and a
reconciliation to US GAAP of net income and profit and shareholders’ equity, see note 41 of the notes to the audited consolidated
financial statements of the Telkom Group as of and for the three years ended March 31, 2002 beginning on page F-97 of this
prospectus, note 21 of the notes to the unaudited condensed consolidated financial statements of the Telkom Group as of
September 30, 2002 and for each of the six month periods ended September 30, 2002 and 2001 beginning on page F—15 of this
prospectus, note 45 of the notes to the audited consolidated financial statements of Vodacom as of and for the three years ended
March 31, 2002 beginning on page F—176 of this prospectus and note 20 of the notes to the unaudited condensed consolidated
financial statements of Vodacom as of September 30, 2002 and for each of the six month periods ended September 30, 2002 and 2001
beginning on page F—40 of this prospectus.

Overview of our business

We are currently the sole provider of public switched telecommunications services in South Africa, providing fixed-line voice
and data services. In addition, we participate in the South African mobile communications market through our 50% interest in
Vodacom, the largest mobile communications network operator in South Africa based on total reported customers. We also provide
directory services and other services through our subsidiaries, Telkom Directory Services (Proprietary) Limited and Swiftnet
(Proprietary) Limited, both of which are companies incorporated in the Republic of South Africa.

We offer business, residential and payphone customers a wide range of services and products, including:

* fixed-line voice services, including subscription and connections services, local, long distance, fixed-to-mobile and
international voice services, interconnection and transit communications services, value-added voice services, customer
premises equipment sales and directory services;

* fixed-line data services, including domestic and international data transmission services, such as leased lines and packet-
based services, managed data networking services and internet access and related information technology services; and

* mobile communications services, including voice and data services, value-added services and handset sales through Vodacom.

Principal factors that affect our results of operations

Liberalization of the South African telecommunications market and increasing competition

We had the exclusive right to provide public switched telecommunications services, including international telephone services,
in the Republic of South Africa until May 7, 2002. In May 2002, Sentech Limited was issued licenses to provide international
carrier of carriers services and multimedia services. Due to the continuing liberalization of the communications market, we expect
to face competition from a second national operator. We also expect to face additional competition by small business operators in
areas with a teledensity of less than 5%. ICASA has indicated that it expects to issue these licences in 2003 or early 2004. At the
close of the bid process, two bids for the second national operator had been received. Further competition may arise as a result of
an assessment by the Minister of Communications of the feasibility of issuing additional licenses from May 2005. In addition, our
fixed-line business has faced competition from mobile communications network operators, including Vodacom, and value-added
network operators for a number of years. In recent periods, our fixed-line business has experienced significant migration from our
fixed-line services to mobile services, as well as substitution of calls placed using mobile services rather than our fixed-line service.
We also compete with mobile operators who use least cost routing technology that enables fixed-to-mobile calls from corporate
private branch exchanges to bypass our network by being transferred directly to mobile networks.

The current South African mobile communications market is dominated by two mobile communications network operators,
Vodacom and MTN, and a third mobile communications network operator, Cell C, has competed in this market since November
2001. In addition, ICASA has indicated that it intends to license global mobile personal communications services in 2003 or later
and to conduct a feasibility study on the licensing of a fourth mobile operator in 2004 or later.

We expect competition in the fixed-line and mobile communications sectors to continue to increase. As competition intensifies,
the main challenges our fixed-line business faces are continuing to improve customer loyalty and maintaining its leadership in the
South African communications market. As a result of increasing competition, we anticipate a reduction in overall average tariffs and
market share in our fixed-line business. Vodacom has maintained its market share to date, despite the introduction of Cell C, but
customer acquisition and retention costs have increased. The introduction of future competition may result in a reduction in
Vodacom’s overall average tariffs and market share and an increase in its customer acquisition and retention costs. However, we
expect competition to stimulate overall market demand for communications services.
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South African fixed-line communications market

While South Africa features a highly developed financial and legal infrastructure at the core of its economy, it also suffers from
high levels of unemployment and income disparity. With respect to the economically disadvantaged portion of the population,
communications providers must compete with other basic service providers for customers’ limited resources. In a number of areas
of the country and for particular portions of the population, mobile services are the preferred alternative to fixed-line services.

To substantially meet our license targets, we installed a significant number of access lines that proved to be uneconomic and
have since been disconnected. Taking into account recent disconnections, the number of our fixed lines in service grew by a
compound annual rate of only 3.0% over the five years ending March 31, 2002. Although the fixed-line penetration rate in South
Africa was only 10.8% as of September 30, 2002, due to the diverse rural geography and demographic factors in South Africa, we
do not expect fixed-line penetration rates to increase significantly in the near-term. In light of these market conditions, we will seek
to maximize the utilization of existing capacity, largely through increased sales of our prepaid and other products.

Significant growth in mobile communications market

South Africa has experienced significant growth in the number of mobile users since Global System for Mobile Technology,
or GSM, mobile services were launched in the country in 1994. The penetration rate for mobile users increased from 2.4%
at March 31, 1997 to 24.2% at March 31, 2002 and 26.6% at September 30, 2002. As a result, Vodacom’s revenues increased 21.6%
and 38.7% in the 2002 and 2001 financial years, respectively, and 25.5% in the six months ended September 30, 2002 as compared
to the six months ended September 30, 2001. While we believe the mobile penetration rate will continue to increase, we do not
expect that it will continue to grow at the same high rates that it has experienced in the recent past. Consequently, Vodacom is
placing increased focus on customer retention and providing value-added services in addition to its previous focus on customer
acquisition, as well as selective growth in other African countries.

A large part of the growth in mobile services was due to the success of prepaid services. Approximately 83.6% of Vodacom’s
South African mobile customers were prepaid customers at September 30, 2002. Vodacom expects the number of prepaid mobile
users to continue to grow as a percentage of total mobile users. The increasing percentage of prepaid users, who tend to have lower
average usage, has resulted in decreasing overall average revenue per customer, despite increasing average revenue per contract
customer. In the future, as the mobile market matures and growth in the prepaid market slows, average revenue per customer is
expected to stabilize.

Tariff rebalancing

We have substantially completed a five-year tariff rebalancing program in our fixed-line business. This has reduced the need for
future tariff adjustments in the face of competition. We have decreased the ratio of tariffs for long distance calls to all destinations
over 200km compared to tariffs for local calls from 13.2:1 as of March 31, 1997 to 2.7:1 as of March 31, 2002. In addition, the
weighted average effective price per minute to all international destinations decreased approximately 44% from January 1, 1998 to
March 31, 2002. The following table shows our long distance to local call ratio for the periods indicated.

As of March 31,
1997 1998 1999 2000 2001 2002
Long distance to local call ratio 13.2 9.2 7.7 6.9 5.8 2.7

The rebalancing of tariffs was performed within a price cap mechanism imposed by regulations that limited increases in the
overall tariffs in a basket of specified services that we previously had the exclusive right to provide. More than 80% of Telkom’s
operating revenue is included in this basket. The overall tariffs for all services in the basket may not be increased by more than
1.5% below inflation in South Africa, based on the consumer price index and measured using revenue for the services in the basket
at constant volumes for the prior year. In addition, prior to January 1, 2003, the price of any individual product or service included
in the basket of specified services could not be increased by more than 20% above inflation in South Africa in any year. Effective
January 1, 2003, the price of any individual product or service included in the basket may not be increased by more than 5% above
inflation in South Africa in any year. In December 2002, ICASA approved our tariff filing providing for a 9.5% increase in the
overall tariffs for all services in the basket effective January 1, 2003, based on the increase in the consumer price index for
September 2002 of 12.5%. Average inflation in South Africa was 5.7% in the year ended December 31, 2001 and 5.4% in the year
ended December 31, 2000. See “Business — Fixed-line communications — Fees and tariffs — Tariff rebalancing” on page 102 of this
prospectus.

Interconnection agreements

Telkom amended its interconnection agreements with Vodacom and MTN and entered into a new interconnection agreement
with Cell C effective in November 2001. Telkom’s amended interconnection agreements increased the portion of fixed-to-mobile
tariffs retained by Telkom effective from November 1, 2001. The adjustments also eliminated volume discounts previously offered
to mobile operators for termination of mobile-to-fixed calls on our fixed-line network and equalized termination rates payable by
Telkom to mobile operators for incoming international calls with national fixed-to-mobile termination rates. Telkom’s amended

35



interconnection agreements also increased the discount offered on outgoing international calls originating on the mobile networks in
order to better prepare us for increased competition from Sentech Limited and the second national operator and from small business
operators in areas with a teledensity of less than 5%. Telkom’s interconnection agreements provide for annual increases in the
portion of fixed-to-mobile tariffs retained by Telkom and the termination rates payable by Telkom to the mobile operators as well as
the termination rates payable to Telkom from the mobile operators for mobile-to-fixed calls commencing in January 2003.

Effective in November 2001, Vodacom and MTN entered into an amended interconnection agreement with each other and new
interconnection agreements with Cell C. These agreements increased the amounts mobile operators are required to pay one another
for the termination of mobile-to-mobile calls from November 2001. These amendments also introduced an interconnection rate of
4 SA Cents for the termination of calls by mobile operators for calls originating from other mobile operator’s community service
phones, whereas previously these calls were terminated at no charge. These amendments have increased Vodacom’s payments to
other operators, while increasing the interconnection revenues received by Vodacom.

See “Business — Fixed-line communications — Fees and tariffs — Interconnection tariffs” on page 104 of this prospectus.

Fixed-line license obligations

Our public switched telecommunications services license included service and fixed line roll-out targets that were required to be
met through May 7, 2002. We substantially met all of our fixed-line service and line roll-out targets with the exception of our
residential fault rate target, our aggregate fixed-line roll-out target and targets which required us to provide service to underserviced
villages and to replace analog lines with digital lines.

We elected not to roll-out lines in our last year of exclusivity in areas where it was not economical. As a result, we missed our
aggregate fixed-line roll-out target by 16,448 lines. Our license required us to pay penalties for missing these license targets.
‘We have provided for our estimate of the total penalties for failing to meet these targets of approximately R15 million
in the Telkom Group’s financial statements for the year ended March 31, 2002 based on the previous requirements contained in our
existing license. This amount is subject to review by ICASA. We do not currently anticipate that we will have any additional fixed
line roll-out targets.

Fixed-line network modernization and line roll-out program

In 1997, we embarked on an extensive five year capital investment program in our fixed-line business. Our fixed-line capital
investment for the five years ended March 31, 2002 was R41.7 billion, of which R27.9 billion was for network modernization and
line roll-out. Our fixed-line capital investment program was mainly initiated to satisfy our license obligations and prepare for
competition by making substantial improvements to our fixed-line network services.

The following table shows the amounts included in our total fixed-line capital expenditure for the periods indicated.

Fixed-line capital expenditure

Six months ended

Year ended March 31, September 30,
1998 1999 2000 2001 2002 2001 2002
ZAR ZAR ZAR ZAR ZAR ZAR ZAR
(unaudited) (unaudited)

(in millions)

Network modernization . . .. ... .. 962 1,674 1,244 1,209 2,192 733 371
Line roll-out . . . ... ......... 3,658 6,971 4,230 3,994 1,769 849 318
Total network modernization and
line-roll-out . . . . .. ... ... .. 4,620 8,645 5,474 5,203 3,961 1,582 689
Operational support systems . . . . . . 778 1,533 2,194 2,453 2,369 791 743
Company support and other . . . . . . . 1,115 1,279 800 641 632 257 55
Total fixed-line capital expenditure . . 6,513 11,457 8,468 8,297 6,962 2,630 1,487
Capital expenditure as a percentage of
fixed-line operating revenue (%) . . . n/a n/a 36 31 25 19 10

In the future, we intend to selectively invest in our fixed-line segment on a smaller scale based on customer demand and
economic viability. Having substantially completed our fixed-line roll-out, we expect future fixed-line capital expenditures to be
primarily for improving the quality of our network and our operational support systems. We have budgeted to spend approximately
R4.9 billion in the year ended March 31, 2003 on fixed-line capital expenditures.
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Customer non-payments

We have experienced significant bad debts in our fixed-line business, particularly in impoverished areas where we were required
to expand our network pursuant to our license obligations. In response to these non-payments, we disconnected a substantial
number of telephone lines beginning in our 2001 financial year and incurred bad debt expenses of R965 million, R671 million and
R560 million in our fixed-line segment during the years ended March 31, 2002, 2001, and 2000, respectively, and R75 million and
R510 million in the six months ended September 30, 2002 and 2001, respectively. To control our bad debts, we have implemented a
more rapid disconnection policy for non-payments, continued and improved credit vetting and controls, instituted a better collection
program and continued to promote our prepaid fixed-line services.

Transformation of our fixed-line business from a majority government owned entity to a market and profit-oriented enterprise

We are in the final stages of changing the orientation of our fixed-line business from a majority governmental owned entity to a
market and profit-oriented business. To achieve this, we began a transformation program in 1997 with the help of our strategic
equity investors to reorganize our fixed-line business along functional lines. Our focus was to change our corporate culture, improve
the skills of our South African employees, increase the focus of our marketing efforts, outsource non-core operations and manage
revenue generation and operating expenses more effectively.

Employee-related expenses are a significant component of our total fixed-line operating expenses. The number of our fixed-line
employees, excluding Telkom Directory Services and Swiftnet, declined by approximately 18,800 positions from March 31, 1997
through September 30, 2002. We spent R373 million, R132 million and R303 million in the years ended March 31, 2002, 2001 and
2000, respectively, and R169 million and R195 million in the six months ended September 30, 2002 and 2001, respectively, on our
employee restructuring program. We intend to continue to reduce our fixed-line headcount over the next five years.

In addition, we have identified and outsourced six non-core activities since March 31, 2000. Through March 31, 2002, we
received R804 million from our outsourcing program. We recently announced our intention to dispose of our property portfolio
through a sale and leaseback transaction. See “— Recent developments — Property portfolio” on page 38 of this prospectus.

Volatility of the Rand and adoption of IAS 39

In recent years, the value of the Rand as measured against the Dollar has declined considerably. The Rand declined from R5.90
per $1.00 at December 31, 1998 to R12.00 per $1.00 at December 31, 2001. The exchange rate between the Rand and the Dollar
was R10.54 per $1.00 as of September 30, 2002 and R8.77 per $1.00 as of January 28, 2002. Telkom’s policy is to fully hedge its
foreign denominated debt and operating and capital expenditures. Vodacom’s policy is to hedge its foreign denominated operating
and capital expenditures for its South African operations. Further decreases in the value of the Rand as measured against other
currencies could increase the future cost in Rand terms of our foreign denominated debt, our foreign denominated financing costs
and our foreign denominated operating and capital expenditures.

During the year ended March 31, 2002, Telkom and Vodacom prospectively adopted IAS 39 — Recognition and Measurement of
Financial Instruments. Under this standard, fair value adjustments on financial instruments are recorded in the Telkom Group’s
consolidated financial statements in the period they occur. The effect of the application of this new standard increased our
consolidated opening retained earnings balance by R584 million and increased our consolidated profit before tax by R635 million
on a non-cash basis in the 2002 financial year. In the six months ended September 30, 2002, the effect of the application of this
standard decreased our consolidated profit before tax by R367 million on a non-cash basis. Future exchange rate volatility is
expected to continue to materially impact our future results due to the large volume of foreign exchange contracts entered into by us
to cover our foreign currency denominated debt, financing and operating costs and capital expenditures. Since September 30, 2002,
the value of the Rand has increased as measured against the Dollar and the Euro. Due to this increase, the Telkom Group’s net
income is likely to be negatively affected by foreign exchange losses in the year ended March 31, 2003.

Strategic equity investor participation

We have significantly benefited over the past five years from the knowledge and experience of our strategic equity investors,
SBC Communications and Telekom Malaysia. We are a party to a strategic services agreement with our strategic equity investors
pursuant to which they had the ability to exercise effective operational and managerial control over us until May 2002. Our strategic
equity investors provided us with a number of management and operational services, including participation in Telkom’s operating
committee and provided us with a number of key employees who served in various management and executive officer positions.
Since May 2002, our strategic equity investors no longer exercise effective operational and managerial control over us, but their
nominees continue to occupy key managerial positions, including chief operating officer, chief financial officer and chief strategic
officer, and they participate in Telkom’s operating committee and continue to provide us with strategic direction. We paid
R219 million, R260 million and R260 million in the years ended March 31, 2002, 2001 and 2000, respectively, and R115 million
and R141 million in the six months ended September 30, 2002 and 2001, respectively, to our strategic equity investors for the
strategic services they provided to us pursuant to the strategic services agreement. We expect to continue to make payments to our
strategic equity investors for these services. See “Relationship with Major Shareholders and Related Transactions — Shareholder
arrangements — Strategic services agreement” beginning on page 148 of this prospectus.
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Telcordia dispute

Telkom spent R594 million in the 2000 and 2001 financial years for the development and supply of an integrated end-to-end
customer assurance and activation system by Telcordia. In the 2001 financial year, the agreement with Telcordia was terminated.
Telkom wrote off R119 million of this investment in the 2001 financial year. Following an assessment of the viability of the assets
related to the Telcordia initiative, Telkom wrote-off the balance of these assets of R346 million in the 2002 financial year. In March
2001, Telcordia instituted arbitration proceedings against Telkom, seeking approximately $130 million for monies outstanding and
damages, plus interest at a rate of 15.5% per year. In September 2002, a partial ruling was issued by the arbitrator in favor of
Telcordia. Telkom has launched review proceedings in the South African High Court in respect of this partial ruling. The arbitration
proceedings and the amount of Telkom’s liability are not expected to be finalized until late 2003 or early 2004. Telkom has
provided R373 million for its estimate of probable liabilities, including interest, in respect of the Telcordia claim in the Telkom
Group’s consolidated financial statements as of September 30, 2002. See “Risk Factors — Risks Related to Regulatory and Legal
Matters — If Telcordia Technologies Incorporated, a New Jersey corporation, were able to recover substantial damages in its
arbitration proceedings against Telkom, Telkom would be required to fund such payments from cash flows or drawings on its
existing credit facilities, which could cause Telkom’s indebtedness to increase and its net profit to decline” on page 18 and “Legal
Proceedings” on page 122 of this prospectus.

Vodacom’s sale of non-core assets

Vodacom has sold off all its non-core assets in line with its strategy to focus on its core mobile business. These companies
included Teljoy Holdings (Proprietary) Limited, a television rental company incorporated in the Republic of South Africa; Vodacom
World Online (Proprietary) Limited, an internet company incorporated in the Republic of South Africa; and Vodacom Sport &
Entertainment (Proprietary) Limited, Vodacom’s former sponsorship and event management company incorporated in the Republic
of South Africa. The sale of Vodacom’s non-core assets in 2002, the write-off of Vodacom’s investment in Globalstar, a satellite
network, in 2001, and the costs incurred in restructuring Vodacom’s service providers in 2001, resulted in a profit of R56 million in
the year ended March 31, 2002, a loss of R213 million in the year ended March 31, 2001 and a profit of R129 million in the year
ended March 31, 2000. These amounts are attributable to our interest in Vodacom, 50% of which are included in the Telkom
Group’s consolidated operating expenses. Vodacom intends to avoid future investment in non-core interests.

Theft, vandalism, network fraud and non-licensed operators

‘We have experienced significant cable theft, theft of solar panels and wireless communications equipment, vandalism of
payphones and network fraud, such as non-licensed calls, in our fixed-line business. Theft and vandalism have caused our fixed-line
fault rates to increase, and the repair time on our network and network downtime associated with such faults have resulted in lost
operating revenue and increased costs. We have also lost operating revenue to non-licensed operators providing telecommunications
services in South Africa. We estimate that we lost revenue of R174 million in the year ended March 31, 2002 from network fraud.
If we are unable to minimize theft, vandalism and network fraud, or if we continue to lose operating revenue to non-licensed
operators in our fixed-line business, our fixed-line fault rates could increase and our operating revenue and net profit could decline.

Recent developments
Property portfolio

On September 1, 2002, we issued an information memorandum inviting potential investors to provide to us by November 2002,
preliminary submissions to purchase a substantial portion of our fixed-line property portfolio and lease that property back to us.
This transaction is expected to involve over 1,400 properties ranging from warehouses and exchange buildings to our national
network operations center and is intended to further our strategy of focusing on our core businesses. We are currently reviewing the
bids we have received to date after having completed a due diligence process.

Summary of operations

Our operating results reflect the factors and changing patterns described in “— Principal factors that affect our results of
operations” beginning on page 34 of this prospectus. The key business changes during the three years ended March 31, 2002, 2001
and 2000 and each of the six month periods ended September 30, 2002 and 2001 were:

e increased revenues and profitability from our mobile segment due to an increased number of mobile customers;
* increased revenues and profitability from our mobile and fixed-line data services;

* increased fixed-line local traffic revenues and decreased fixed-line long distance and international traffic revenues due to tariff
rebalancing;

* increased fixed-to-mobile traffic revenues;

* reduced numbers of employees as we focused on improving the profitability of our fixed-line segment; and

* significant capital expenditures to meet fixed-line license obligations in South Africa and support mobile expansion
in South Africa and other sub-Saharan African countries.

Our operating structure comprises two segments, fixed-line and mobile. Our fixed-line segment provides fixed-line voice and
data communications services through Telkom; directory services through our 64.9% owned subsidiary, Telkom Directory Services;
and wireless data services through our wholly-owned subsidiary, Swiftnet. Our mobile segment consists of our 50% interest in
Vodacom.
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We proportionately consolidate Vodacom’s results into the Telkom Group’s consolidated financial statements. This means that
we include 50% of Vodacom’s results in each of the line items in the Telkom Group’s consolidated financial statements and in the
period-to-period discussion below. We fully consolidate our Telkom Directory Services and Swiftnet subsidiaries in the Telkom
Group’s consolidated financial statements.

Results of operations
Six months ended September 30, 2002 compared to six months ended September 30, 2001
Consolidated results

The following table shows information related to our operating revenue, operating expenses, operating profit, net profit, profit
margin, EBITDA and EBITDA margin for the periods indicated.

Telkom Group’s segmental results

Six months ended September 30,

2001 2002 Six months
2002/2001
ZAR %o ZAR % % change
(unaudited)
(in millions, except percentages)

Operating revenue . . . .. ... ... ... 16,523 100.0 18,316 100.0 10.9
Fixed-line ... ... ... .......... 13,658 82.6 14,563 79.5 6.6
Mobile . . . ... ... ... 3,762 22.8 4,720 25.8 25.5
Intercompany eliminations . . . ... .. .. (897) 5.4) (967) 5.3) 7.8
Operating expenses . . . . . ... .. ... 14,355 100.0 15,505 100.0 8.0
Fixed-line ... ... ... ... ....... 12,243 85.3 12,669 81.7 3.5
Mobile . . . .. ... ... ... 2,975 20.7 3,800 24.5 27.7
Intercompany eliminations . . . . . ... .. (863) (6.0) (964) (6.2) 11.7
Operating profit . . . . ... ........ 2,168 100.0 2,811 100.0 29.7
Fixed-line . ... .. ... ... ....... 1,415 65.3 1,894 67.4 33.9
Mobile . ... ... ... ... ... ... 787 36.3 920 32.7 16.9
Intercompany eliminations . . . . . ... .. (34) (1.6) 3) 0.1) 91.2
Netprofit . . ... ... ... ........ 371 100.0 644 100.0 73.6
Profit margin (%) . . ... ......... 2.2 3.5

EBITDA' . . ... ... . ... ... .... 4,811 100 5,917 100.0 23.0
Fixed-line ... ... ... ... ....... 3,572 74.2 4,396 74.3 23.1
Mobile . . . .. ... ... ... ... 1,271 26.5 1,515 25.6 19.2
Intercompany eliminations . . . . . ... .. (32) (0.7) 6 0.1 (118.8)
EBITDA margin (%) . ........... 29.1 32.3

! EBITDA represents operating profit before income tax, finance charges, investment income and depreciation and amortization. We believe that
EBITDA provides meaningful additional information to investors since it is widely accepted by analysts and investors as a basis for comparing a
company’s underlying operating profitability with that of other companies as it is not influenced by past capital expenditures or business
acquisitions, a company’s capital structure or the relevant tax regime. This is particularly the case in a capital-intensive industry such as
communications. It is also a widely accepted indicator of a company’s ability to service its long-term debt and other fixed obligations and to fund
its continued growth. EBITDA is not a US GAAP or IAS measure. You should not construe EBITDA as an alternative to operating profit or cash
flows from operating activities determined in accordance with US GAAP or IAS or as a measure of liquidity. EBITDA is not defined in the same
manner by all companies and may not be comparable to other similarly titled measures of other companies unless the definition is the same. In
addition, because the calculation of EBITDA in the maintenance covenants contained in our credit facilities is based on accounting policies in use
at the time the indebtedness was incurred, EBITDA for purposes of those covenants is not calculated in the same manner as it is calculated in the
above table. Mobile EBITDA includes a net gain of R12.8 million and nil in the six months ended September 30, 2001 and 2002, respectively, for
our 50% share of Vodacom’s integration costs, disposals of operations and impairments.

Operating revenue

Operating revenue increased 10.9% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to increased average tariffs in our fixed-line segment and customer growth in our mobile
segment. Fixed-line operating revenue accounted for 79.5% of our consolidated operating revenue before intercompany eliminations
during the six months ended September 30, 2002.
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Operating expenses

Operating expenses increased 8.0% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 due to increased operating expenses in our fixed-line and mobile segments. The increase in fixed-line operating
expenses was primarily due to increased depreciation, payments to other network operators and employee expenses. These increases
were partially offset by lower bad debt expense during the period and a reduction of the bad debt provision on our balance sheet
resulting from an improvement in the aging of receivables made possible by improvements in debtor management. The increase in
mobile operating expenses was primarily due to increased payments to other network operators, depreciation associated with
increased capital expenditures and selling and distribution expenses as a result of the growth in our mobile segment.

Operating profit

Operating profit increased 29.7% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 due to increased operating profit in our fixed-line and mobile segments. Operating profit in our fixed-line
segment increased 33.9% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 as
higher revenue driven by tariff increases outpaced slower growth in operating expenses. Operating profit in our mobile segment
increased 16.9% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due
to substantial increases in the number of Vodacom’s mobile customers and revenue and slower growth in operating expenses.

Investment income

Investment income consists of interest received on trade receivables, short-term investments and bank accounts and income
received from our investments, including satellite companies. Investment income decreased 50.3% to R152 million in the six
months ended September 30, 2002 from R306 million in the six months ended September 30, 2001. The decrease was
primarily due to lower interest received as a result of lower average balances in investments and bank accounts, the collection of an
R844 million receivable from the South African Revenue Services in the six months ended September 30, 2002 and a more rapid
collection of trade debtors.

Finance charges

Finance charges include interest paid on local and foreign borrowings, amortized discounts on bonds and commercial paper
bills, fair value gains and losses on financial instruments and foreign exchange gains and losses. We prospectively adopted IAS 39
in the 2002 financial year. Accordingly, the impact of IAS 39 was included in both six month periods ended September 30, 2002
and 2001. The following table sets forth information related to our finance charges for the periods indicated.

Finance Charges

Six months ended

Six months

September 30, 2002/2001

2001 2002 % change

ZAR ZAR ZAR

(unaudited)
(in millions, except percentages)

Interest expense . . . . . ... 1,420 1,412 (0.6)
Localloans . . . . . . . . . . . . . ... ... 1,226 1,281 4.5
Foreignloans . . . . . ... ... ... ... .. . ... 261 228 (12.6)
Finance charges capitalized . . ... ... ... ... .. ....... (67) 97) 44.8
Net fair value losses/(gains) on financial instruments . . . . . . . . .. 425 367 (13.6)
Total finance charges . . . . . . . ... ... ... ........... 1,845 1,779 3.6)

Finance charges decreased 3.6% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 due to a 13.6% decrease in net fair value losses on financial instruments and a 0.6% decrease in interest
expense. The decrease in net fair value losses was primarily due to lower foreign denominated bank loans and foreign currency
denominated purchases. The decrease in interest expense was primarily due to lower balances on foreign loans and increased
finance charges capitalized due to an increased number of qualifying assets completed during the period, partially offset by
increased balances on local loans.
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Taxation

Our consolidated tax expense increased significantly to R456 million in the six months ended September 30, 2002 from
R206 million in the six months ended September 30, 2001. Our consolidated effective tax rate was 38.5% and 32.8% in the six
months ended September 30, 2002 and 2001, respectively. Telkom’s effective tax rate was 48.4% and 21.6% in the six months
ended September 30, 2002 and 2001, respectively. The increase in Telkom’s consolidated effective tax rate was due to an increase
in non-deductible expenses primarily relating to expenses associated with the initial public offering. Vodacom’s effective tax rate
was 34.1% and 30.3%, respectively, in the six months ended September 30, 2002 and 2001. The increase in consolidated tax
expense in the six months ended September 30, 2002 was primarily due to increased operating profit. South African companies
became subject to capital gains tax on October 1, 2001. As a result, we were previously not required to pay capital gains tax. See
“Taxation” beginning on page 173 of this prospectus.

Minority interests

Minority interests in the income of subsidiaries increased 61.5% to R84 million in the six months ended September 30, 2002
from R52 million in the six months ended September 30, 2001 due to increased profits in our Telkom Directory Services and
Swiftnet subsidiaries despite the decrease in minority ownership in these subsidiaries during the 2002 financial year. We acquired a
further 10% interest in Telkom Directory Services in October 2001 and the remaining 40% interest in Swiftnet in May 2001.

Net profit

Net profit increased 73.6% to R644 million in the six months ended September 30, 2002 from R371 million in the six months
ended September 30, 2001 primarily due to increased operating profit in both our fixed-line and mobile segments and decreased
finance charges, partially offset by lower investment income.

Fixed-line segment

The following is a discussion of the results of operations from our fixed-line segment before eliminations of intercompany
transactions with Vodacom. Our fixed-line segment is our largest segment based on revenue and profit contribution and includes all
the operating activities derived from Telkom’s fixed-line voice and data communications services business, as well as directory
services through our 64.9% owned Telkom Directory Services subsidiary, and wireless data services through our wholly-owned
Swiftnet subsidiary.

Fixed-line operating revenue

Our fixed-line operating revenue is derived principally from fixed-line subscriptions and connections; traffic, which comprises
local and long-distance traffic, fixed-to-mobile traffic and international outgoing traffic; and interconnection, which comprises
terminating and transiting traffic. We also derive fixed-line operating revenue from our data business, which includes data
transmission services, managed data networking services and internet access and related information technology services; and our
directory businesses. The following table shows operating revenue for our fixed-line segment broken down by major business areas
and as a percentage of total revenue for our fixed-line segment and the percentage change by business area for the periods indicated.

Fixed-line operating revenue

Six months ended September 30,

2001 2002 .

Six months

% of % of  2002/2001

ZAR revenue ZAR revenue % change

(unaudited)
(in millions, except percentages)

Subscriptions and connections . . . . . .. 2,208 16.2 2,239 154 14
Traffic . . .. ... .. ... .. ...... 8,495 62.2 8,911 61.2 4.9
Local . ... ................ 2,377 17.4 2,723 18.7 14.6
Long-distance . . . ... ......... 1,994 14.6 1,787 12.3 (10.4)
Fixed-to-mobile . . ... ......... 3,508 25.7 3,770 25.9 7.5
International outgoing . . . . . ... ... 616 4.5 631 4.3 24
Interconnection . . ... .......... 705 5.1 907 6.2 28.7
Data . . . ... ... ... .. ...... 1,881 13.8 2,112 14.5 12.3
Directories and other services . . ... .. 369 2.7 394 2.7 6.8
Fixed-line operating revenue . . .. .. .. 13,658 100.0 14,563 100.0 6.6
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Operating revenue from our fixed-line segment increased 6.6% in the six months ended September 30, 2002 compared to the six
months ended September 30, 2001 primarily due to increased average tariffs, partially offset by a decline in the number of fixed
access lines in service as a result of disconnections due to customer non-payments and customer migration to mobile services. Traffic
decreased 3.5% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001. Revenue per
fixed access line continued to improve, increasing 7.1% to R2,456 in the six months ended September 30, 2002 compared to R2,294
in the six months ended September 30, 2001 as we increased our penetration of value-added voice services and higher revenue
generating access services and decreased the number of our fixed access lines. We also increased our data revenues in the six months
ended September 30, 2002 as demand for data services increased.

Subscriptions and connections. Revenue from subscriptions and connections consists of revenue from connection fees, monthly
rental charges, value-added voice services and the sale and rental of customer premises equipment for postpaid and prepaid PSTN
lines, which includes ISDN channels, and private payphones. We launched asynchronous digital subscriber line, or ADSL, service
in August 2002. Subscription and connection revenue is principally a function of the number and mix of residential and business
lines in service, the number of private payphones in service and the corresponding charges.

The following table sets forth information related to our fixed-line subscription and connection revenue during the periods indicated.

Fixed-line subscription and connection revenue

. Six months

Six months ended September 30, 2002/2001

2001 2002 % change

(unaudited)
Total subscriptions and connections revenue

(ZAR millions, except percentages) . . . . . .. ... ......... 2,208 2,239 14
Total subscription access lines (thousands, except percentages)' . . . 4,821 4,727 (1.9)
Postpaid . . . . . . ... 4,182 3,929 (6.0)
PSTN? . . 3,761 3,407 9.4)
ISDN channels . . ... ... ... ... .. .. ... ...... 421 522 24.0
Prepaid . . . . . . L 615 780 26.8
Private payphones . . . . . .. ... 24 18 (25.0)

! Total subscription access lines are comprised of PSTN lines, including ISDN lines, private payphones and internal lines in service, but excludes
public payphones. Telkom had 136,459 and 157,942 internal lines as of September 30, 2002 and 2001, respectively. Each PSTN line includes one
access channel, each basic ISDN line includes two access channels and each primary ISDN line includes 30 access channels.

2 PSTN lines include copper cable, ADSL, digital enhanced cordless technology, or DECT, and fiber.

Revenue from subscriptions and connections increased 1.4% in the six months ended September 30, 2002 compared to the six
months ended September 30, 2001 primarily due to an increase in average monthly subscriptions and connections tariffs, partially
offset by the lower number of fixed access lines in service as a result of disconnections due to customer non-payments and customer
migration to mobile services. The decrease in postpaid PSTN lines in the six months ended September 30, 2002 was partially offset by
increases in the number of postpaid ISDN channels, which have higher subscription rates than PSTN lines, and in the number of
prepaid PSTN lines. The increases in the number of postpaid ISDN channels was driven by increased demand for higher bandwidth
and functionality. The increase in prepaid lines was mainly due to our continued marketing efforts for our prepaid telephone services in
the six months ended September 30, 2002, particularly to first-time residential customers with poor or no credit histories.

For a discussion of our connection and rental fees, see “Business — Fixed-line communications — Fees and tariffs — Subscription
and connection tariffs” beginning on page 102 of this prospectus and for a discussion of the number of customers during the
periods, see “Business — Fixed-line communications — Products and services” beginning on page 97 of this prospectus.

Traffic. Traffic revenue consists of revenue from local, long distance, fixed-to-mobile and international outgoing calls. Traffic
revenue is principally a function of tariffs and the number, duration and mix between relatively more expensive domestic
long distance, international and fixed-to-mobile calls and less expensive local calls.

The following table sets forth information related to our total fixed-line traffic revenue for the periods indicated.

Total fixed-line traffic revenue

. Six months

Six months ended September 30, 2002/2001

2001 2002 % change

(unaudited)

Total traffic revenue (ZAR millions, except percentages) . . . .. ... 8,495 8,911 4.9

Traffic (millions of minutes, except percentages)' . . . .. ....... 15,143 14,613 3.5)
Average monthly traffic minutes per average monthly access line

(MINULES) . . . . 523 512 2.1

! Traffic is calculated by dividing total traffic revenues by the weighted average tariff during the relevant period. Traffic includes internet traffic.

2 Average traffic minutes per average monthly access line are calculated by averaging the total traffic during each month in the period divided by
the average number of access lines in each month during the period.

42



Traffic revenue increased 4.9% in the six months ended September 30, 2002 compared to the six months ended September 30,
2001 primarily due to increased local and fixed-to-mobile traffic tariffs, partially offset by lower long-distance and international
traffic tariffs. Traffic decreased 3.5% in the six months ended September 30, 2002 compared to the six months ended September 30,
2001 primarily due to lower local, fixed-to-mobile and long distance traffic, partially offset by increased international traffic. Traffic
was adversely affected in the six months ended September 30, 2002 by a decrease in the number of fixed access lines in service as a
result of disconnections due to customer non-payments and customer migration to mobile services. In addition, traffic was adversely
affected by the increasing substitution of calls placed using mobile services rather than our fixed-line service.

For a discussion of our traffic tariffs, see “Business — Fixed-line communications — Fees and tariffs — Traffic tariffs” beginning
on page 103 of this prospectus and for a discussion of our traffic during the periods discussed, see “Business — Fixed-line
communications — Traffic” beginning on page 98 of this prospectus.

The following table sets forth information related to our fixed-line local traffic revenues for the periods indicated.

Local traffic revenue

. Six months
Six months ended September 30, 2002/2001
2001 2002 % change
(unaudited)
Local traffic revenue (ZAR millions, except percentages) . . . . . . . . 2,377 2,723 14.6
Local traffic (millions of minutes, except percentages) . . . ... ... 10,246 9,870 (3.7)

! Local traffic is calculated by dividing total local traffic revenue by the weighted average local traffic tariff during the relevant period.
Local traffic includes internet traffic

Local traffic revenue increased 14.6% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to increased local traffic tariffs and a change in the mix of call packages, partially offset by a
decline in local traffic. Local traffic decreased 3.7% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001. Local traffic was adversely affected by a decrease in the number of fixed access lines in service in the six
months ended September 30, 2002 as a result of disconnections due to customer non-payments and customer migration to mobile
services. In addition, local traffic was adversely affected by the increasing substitution of local calls placed using mobile services
rather than our fixed-line service.

The following table sets forth information related to our fixed-line long distance traffic revenue for the periods indicated.

Long distance traffic revenue

. Six months
Six months ended September 30, 2002/2001
2001 2002 % change
(unaudited)
Long distance traffic revenue (ZAR millions, except percentages) . . . . 1,994 1,787 (10.4)
Long distance traffic (millions of minutes, except percentages)' . . . . . 2,492 2,445 (1.9)

! Long distance traffic is calculated by dividing total long distance traffic revenue by the weighted average long distance traffic tariff during the
relevant period.

Long distance traffic revenue decreased 10.4% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to decreased long distance traffic tariffs and decreased long distance traffic. Long distance traffic
decreased 1.9% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001. Long distance
traffic was adversely impacted by a decrease in the number of fixed access lines in service during the six months ended September 30,
2002 as a result of disconnections due to customer non-payments and customer migration to mobile services. In addition, long
distance traffic was adversely affected by the increasing substitution of national long distance calls using mobile services rather than
our fixed-line long distance service. Historically, fixed-line long distance traffic tariffs were higher than the price of mobile calls,
which are not distance dependent. We have reduced our long-distance traffic tariffs to below mobile tariffs over the past five years
as a result of our tariff rebalancing program.

Revenue from fixed-to-mobile traffic consists of revenue from calls made by our fixed-line customers to the three mobile
networks in South Africa and is primarily a function of fixed-to-mobile traffic tariffs and the number, duration and mix of calls
between fixed-line and mobile customers.
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The following table sets forth information related to our fixed-to-mobile traffic revenue for the periods indicated.

Fixed-to-mobile traffic revenue

. Six months
Six months ended September 30, 2002/2001
2001 2002 % change
(unaudited)
Fixed-to-mobile traffic revenue (ZAR millions, except percentages) . . 3,508 3,770 7.5
Fixed-to-mobile traffic (millions of minutes, except percentages)' . . . 2,221 2,079 (6.4)

! Fixed-to-mobile traffic is calculated by dividing total fixed-to-mobile traffic revenue by the weighted average fixed-to-mobile traffic tariff during

the relevant period.

Fixed-to-mobile traffic revenue increased 7.5% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to fixed-to-mobile traffic tariff increases as a result of the amendment of our interconnection
agreement with MTN and Vodacom and our new interconnection agreement with Cell C effective in November 2001, partially
offset by a decrease in fixed-to-mobile traffic and a change in the mix of call packages and associated discounts. Fixed-to-mobile
traffic decreased 6.4% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 as a
result of an effective 15.5% increase in tariffs in November 2001 and a decrease in the number of fixed-line subscribers due to
disconnections for customer non-payments and customer migration to mobile services and due to the growth in mobile users
resulting in the increasing substitution of mobile-to-mobile calls that are not routed over our fixed-line network.

Revenue from international outgoing traffic consists of revenue from calls made by our fixed-line customers to international
destinations and is a function of tariffs and the number, duration and mix of calls to destinations outside South Africa.

The following table sets forth information related to our international outgoing traffic revenue for the periods indicated.

International outgoing traffic revenue

Six months
i h
Six months ended September 30, 2002/2001
2001 2002 % change
(unaudited)
International outgoing traffic revenue (ZAR millions, except percentages) . . 616 631 24
International outgoing traffic (millions of minutes, except percentages)' . . . . 184 219 19.0

! International outgoing traffic is calculated by dividing total international outgoing traffic revenue by the weighted average international outgoing
traffic tariff during the relevant period.

International outgoing traffic revenue increased 2.4% in the six months ended September 30, 2002 compared to the six months
ended September 30, 2001 primarily due to increased international outgoing traffic and a change in the mix of calling destinations,
partially offset by decreases in average international outgoing traffic tariffs as a result of our tariff rebalancing program.
International outgoing traffic increased 19.0% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to lower tariffs associated with our tariff rebalancing program and increased marketing efforts.

Interconnection. We generate revenue from interconnection services for traffic from calls made by other operators’ subscribers
that terminate on or transit through our network. Revenue from interconnection services includes payments from domestic mobile
and international operators regardless of where the traffic originates or terminates.
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The following table sets forth information related to interconnection service revenue for the periods indicated.

Interconnection revenue

. Six months
Six months ended September 30, 2002/2001
2001 2002 % change
(unaudited)
Interconnection revenue (ZAR millions, except percentages) . . . . 705 907 28.7
Domestic mobile interconnection
Interconnection revenue from domestic mobile operators
(ZAR millions, except percentages) . . . . . ... ... ........ 261 284 8.8
Domestic mobile interconnection traffic (millions of minutes,
except percentages)' . . . . . ... ... ... ... ... ....... 975 1,034 6.1
International interconnection
Interconnection revenue from international operators
(ZAR millions, except percentages) . . . . . . ... ... ....... 444 623 40.3
International interconnection traffic (millions of minutes,
except percentages)’ . . . . . . ... ... 502 498 0.8)

! Domestic mobile-to-fixed interconnection traffic is calculated by dividing total domestic mobile-to-fixed interconnection traffic revenue by the
weighted average domestic mobile-to-fixed interconnection traffic tariff during the relevant period. International outgoing mobile traffic is based
on the actual traffic registered through the respective exchanges and reflected in invoices.

% International interconnection traffic is based on the actual traffic registered through the respective exchanges and reflected in invoices.

Interconnection revenue from domestic mobile operators includes revenue for call termination and international outgoing calls
from domestic mobile networks, as well as access to other services, such as emergency services and directory enquiry services.
Interconnection revenue from domestic mobile operators increased 8.8% in the six months ended September 30, 2002 compared to
the six months ended September 30, 2001 due to a reduction in the number of time bands for peak and off peak tariffs from three to
two, effectively increasing mobile termination rates, and increased mobile-to-fixed terminating traffic. The increase in mobile-to-
fixed terminating traffic was due to an overall increase in mobile calls as a result of the introduction of per second billing by mobile
operators and the entrance of Cell C into the mobile market.

Interconnection revenue from domestic operators includes fees paid to our fixed-line business by Vodacom of R164 million in
the six months ended September 30, 2002 and R159 million in the six months ended September 30, 2001. Fifty percent of these
amounts were attributable to our interest in Vodacom and were eliminated from the Telkom Group’s revenue in consolidation.

We expect interconnection revenue from domestic operators to increase as a result of the entrance of the second national operator in
2003 or the first quarter of 2004 and the further liberalization of the South African telecommunications industry.

Interconnection revenue from international operators includes amounts paid by foreign operators for the use of our network to
terminate calls made by customers of such operators and payments from foreign operators for interconnection transiting traffic
through our network to other foreign networks. International interconnection traffic consists of international termination traffic and
international transiting traffic. Interconnection revenue from international operators increased 40.3% in the six months ended
September 30, 2002 compared to the six months ended September 30, 2001 due to an increase in international interconnection
tariffs, increases in the Rand value of international settlement rates due to a decline in the value of the Rand against the SDR, the
notional currency in which international traffic settlement rates are determined, and increases in international termination traffic.
These increases were partially offset by decreases in international transiting traffic due to aggressive competition from other
international carriers.

Data. Data services comprise data transmission services, including leased lines and packet-based services, managed data
networking services and internet access and related information technology services. In addition, data services include revenue from
ADSL, which we launched in August 2002. Revenue from data services is principally a function of tariffs, the terms of a customer’s
service level agreement and monthly rentals.
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The following table sets forth information related to revenue from data services for the periods indicated.

Data services revenue

. Six months

Six months ended September 30, 2002/2001

2001 2002 % change
(unaudited)

Data services revenue (ZAR millions, except percentages) . . . . . . 1,881 2,112 12.3
Leased lines and other data revenue' . . . . . .. ... ... ..... 1,476 1,621 9.8
Leased line facilities revenue from mobile operators . . . . . . . .. 405 491 21.2

Number of leased lines® . . . . . .. ... ... ... ......... n/a 355,533 n/a

Number of managed network sites . . . . . . ... ... ....... 5,113 6,636 29.8

! Leased lines and other data revenue includes all data services revenue other than leased line facilities revenue from mobile operators.

% Converted into voice grade equivalents using 64 kilobits per second, excludes leased lines to mobile operators. We replaced our data billing and
customer care systems in July 2002. Our new systems exclude non-revenue generating lines from the definition of leased lines. As a result, we are
not able to provide comparable leased lines for the six months ended September 30, 2001.

Our data services revenue increased 12.3% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001. The increase was primarily due to increased penetration of leased lines to mobile operators and increased
penetration of leased lines in corporate and business markets, increased demand for bandwidth with higher capacity and increased
numbers of customers using data managed networking services. Revenue from leased line facilities to mobile operators increased
21.2% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due to growth
in the mobile market and the introduction of Cell C in November 2001. Operating revenue from our data services included
R231 million and R191 million in revenue received by our fixed-line business from Vodacom in the six months ended September 30,
2002 and 2001, respectively. Fifty percent of these amounts were attributable to our interest in Vodacom and were eliminated from
the Telkom Group’s revenue in consolidation.

For a discussion of our data services, see “Business — Fixed-line communications — Products and services — Data
communications services” beginning on page 99 of this prospectus.

Directories and other services. Revenue from directories and other services consists primarily of advertising revenue from our
subsidiary, Telkom Directory Services, and, to a substantially lesser degree, wireless data services revenue from our subsidiary,
Swiftnet, and other miscellaneous revenue, including revenue from the sale of materials. Revenue from directories and other
services increased 6.8% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 due to
increases in directory services revenue from Telkom Directory Services as a result of increased marketing efforts resulting in
increased spending on advertising by existing customers and additional advertising revenue from new customers.

Fixed-line operating expenses

The following table shows the operating expenses of our fixed-line segment broken down by expense category as a percentage of
total revenue and the percentage change by operating expense category for the periods indicated.

Fixed-line operating expenses
Six months ended September 30,

2001 2002 .
Six months
% of % of 2002/2001
ZAR revenue ZAR revenue % change
(unaudited)
(in millions, except percentages)

Employee expenses . . . . . ... ...... 3,341 24.5 3,460 23.7 3.6
Payments to other network operators . . . . 3,161 23.1 3,443 23.6 8.9
Selling, general and administrative

EXPENSES . . .o e e e e e 1,943 14.2 1,595 11.0 (17.9)
Servicesrendered . . . . . ... ... .. .. 1,073 7.9 1,086 7.5 1.2
Operating leases . . . . ... ... ...... 567 4.1 583 4.0 2.8
Depreciation and amortization . . . . . . .. 2,158 15.8 2,502 17.2 15.9
Fixed-line operating expenses . . . . . . . . 12,243 89.6 12,669 87.0 3.5

Employee expenses. Employee expenses consist mainly of salaries and wages for employees, including bonuses and other
incentives, benefits and employee retrenchment expenses.
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The following table sets forth information related to our employee expenses for the periods indicated.

Fixed-line employee expenses

. Six months
Six months ended September 30, 2002/2001
2001 2002 % change

(unaudited)
(ZAR millions, except percentages and
average number of employees)

Salaries and wages . . . . .. ... oL Lo 2,231 1,990 (10.8)
Benefits . . . . ... 1,235 1,470 19.0
Employee retrenchment expenses . . . . . . ... ... ........ 195 169 (13.3)
Employee related expenses capitalized . . . . ... ... ... ..... (320) (169) (47.2)
Employee expenses . . . . . . . ... ... ... 3,341 3,460 3.6
Number of fixed-line employees (at period end)’ . . . ... .. ... 42,573 38,589 9.4)

! Includes employees of Swiftnet and Telkom Directory Services.

Employee expenses increased 3.6% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to higher benefits and lower employee related expenses capitalized, partially offset by lower
salaries and wages and employee retrenchment expenses.

Salaries and wages decreased 10.8% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to a decrease in the number of employees in the six months ended September 30, 2002 as a
result of our staff reduction program, reduced overtime and reduced part-time and temporary workers, partially offset by a 7.5%
increase in base salaries and wages pursuant to collective bargaining agreements.

Benefits include bonuses, company contributions to medical aid, pension and retirement funds, leave provisions, workmen'’s
compensation and levies payable for skills development. Benefits increased 19.0% in the six months ended September 30, 2002
compared to the six months ended September 30, 2001 primarily due to the accrual of bonuses in that period. Bonuses were not
accrued in the six months ended September 30, 2001 because our financial and performance targets were not met during the first half
of the 2002 financial year.

Employee retrenchment expenses include the cost of voluntary early retirement and termination severance packages offered to
employees. Employee retrenchment expenses also include the cost of social plan expenses to equip redundant employees for new
careers outside Telkom. Employee retrenchment expenses decreased 13.3% in the six months ended September 30, 2002 compared
to the six months ended September 30, 2001 as lower numbers of employees were retrenched during this period. Employee
retrenchment expenses in the six months ended September 30, 2002 includes a R110 million provision for employees identified as
of September 30, 2002 for retrenchment in future periods pursuant to our current retrenchment program. We retrenched 498
employees in the six months ended September 30, 2002 compared to 1,102 employees in the six months ended September 30, 2001.
For additional information related to our fixed-line employee numbers, see “Business —Fixed-line communications — Employees”
beginning on page 111 of this prospectus.

Employee related expenses capitalized include employee related expenses associated with construction and infrastructure
development projects that are recorded as work-in-progress until construction is completed. Employee related expenses capitalized
decreased 47.2% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due to
reduced capital expenditures during the period. Capital expenditures were 43.5% lower in the six months ended September 30, 2002
compared to the six months ended September 30, 2001.

Payments to other network operators. Payments to other network operators include settlement payments paid to the three South
African mobile communications network operators for terminating calls on their networks and to international network operators
for terminating outgoing international calls and traffic transiting through their networks.

The following table sets forth information related to our payments to other network operators for the periods indicated.

Fixed-line payments to other network operators
Six months ended September 30,

Six months

2001 ﬂ 2002/2001

ZAR ZAR % change

(unaudited)
(in millions, except percentages)

Payments to mobile communications network operators . . . . . . . . . 2,570 2,683 4.4
Payments to international network operators . . . . . . ... ... ... 591 760 28.6
Payments to other network operators . . . .. ... ... ...... 3,161 3,443 8.9



Payments to other network operators increased 8.9% in the six months ended September 30, 2002 compared to the six months
ended September 30, 2001. The increase was primarily due to increased termination rates from November 2001 pursuant to our
amended interconnection agreements with the mobile operators, increases in the Rand value of international settlement rates due to
the decline in the value of the Rand against the SDR and increased international outgoing traffic.

Payments to other network operators include payments made by our fixed-line business to Vodacom, which were R1,518 million
in the six months ended September 30, 2002 and R1,426 million in the six months ended September 30, 2001. Fifty percent of
these amounts were attributable to our interest in Vodacom and were eliminated from the Telkom Group’s expenses in
consolidation.

Selling, general and administrative expenses. Selling, general and administrative expenses include materials and maintenance
costs, marketing expenditures, bad debts, asset write-offs, theft and other expenses, including obsolete stock, costs of sales and the
profit or loss on the sale of assets.

The following table sets forth information related to our fixed-line selling, general and administrative expenses for the periods
indicated.

Fixed-line selling, general and administrative expenses
Six months ended September 30,

2001 2002 Six months
- 2002/2001
ZAR ZAR % change

(unaudited)

(in millions, except percentages)

Materials and maintenance . . . . . . . . .. ... ... 1,082 1,068 (1.3)
Marketing . . . . . . .. 136 116 (14.7)
Baddebts . ... ... .. ... 510 75 (85.3)
Asset write-offs . . . . . ... 14 6 (57.1)
Other . . . . . . . . e 201 330 64.2
Selling, general and administrative expenses . . . . ... ... ... 1,943 1,595 17.9)

Selling, general and administrative expenses decreased 17.9% in the six months ended September 30, 2002 compared to the six
months ended September 30, 2001 primarily due to reduced bad debts, materials and maintenance, marketing expenses and asset
write-offs, partially offset by expenses associated with the initial public offering in the six months ended September 30, 2002 and
higher capitalized expenses in the six months ended September 30, 2001.

Materials and maintenance expenses include stock write-offs, subcontractors’ payments and consumables required to maintain
our network. Materials and maintenance expenses decreased 1.3% in the six months ended September 30, 2002 compared to the six
months ended September 30, 2001 due to improved efficiencies.

Marketing expenses decreased 14.7% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to the delayed implementation of advertising and customer retention programs. We expect
marketing expenses to increase in the second half of the 2003 financial year in preparation for increased competition from the
second national operator.

Bad debts decreased 85.3% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001.
We implemented a new receivables aging system during the six months ended September 30, 2001 that enabled us to better manage
receivables. As a result, bad debt expense declined due to the application of our improved credit management and vetting policies
during the period and a reduction of the bad debt provision on our balance sheet by R178 million as of September 30, 2002.

Asset write-offs decreased 57.1% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to the write off of fewer network assets in the six months ended September 30, 2002
following an intensive asset verification process through March 31, 2002.

Other expenses include obsolete stock, cost of sales, subsistence and travel, the profit or loss on the sale of assets, an offset from
bad debts recovered and costs and expenses related to our initial public offering. Other expenses increased 64.2% in the six months
ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due to expenses related to our initial
public offering, higher costs of goods sold for customer premises equipment in the six months ended September 30, 2002 and
higher capitalized expenses in the six months ended September 30, 2001. On December 30, 2002, we disposed of our participating
interests in Intelsat.
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Services rendered. Services rendered include payments in respect of the management of our properties, consultants and security.
Consultants comprise fees paid to debtors and collection agents and to providers of other professional services, such as Thintana
Communications. Security refers to contracts to ensure a safe work environment, such as guard services. The following table sets
forth information relating to services rendered expenses for the periods indicated.

Fixed-line services rendered

Six months ended September 30,

Six months

2001 ﬂ 2002/2001

ZAR ZAR % change

(unaudited)
(in millions, except percentages)

Property management . . . . ... ... 515 534 3.7
Consultants and security . . . . . . . ... 558 552 (1.1)
Servicesrendered . . . . . ... ... ... ... ... ... ..., 1,073 1,086 1.2

Property management increased 3.7% in the six months ended September 30, 2002 compared to the six months ended September
30, 2001 as a result of increases in utilities and maintenance expenses. Consultants and security payments remained relatively flat,
decreasing 1.1% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001. Consultants and
security payments included R115 million and R141 million of fees paid to our strategic equity investor, Thintana Communications, in
the six months ended September 30, 2002 and 2001, respectively, pursuant to our strategic services agreement. A portion of payments
made to Thintana Communications relate to projects and have been capitalized.

Operating leases. Operating leases include payments in respect of equipment, buildings and vehicles. Operating leases increased
2.8% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due to
increased expenses in connection with surveillance and monitoring equipment leases to protect against theft and partially due to
increased vehicle lease expenses. The decrease in expenses due to the decrease in our vehicle fleet from 18,630 vehicles at
September 30, 2001 to 15,133 vehicles at September 30, 2002 was offset by significant expenses associated with upgrades to our
vehicle fleet.

Depreciation and amortization. Depreciation and amortization increased 15.9% in the six months ended September 30, 2002
compared to the six months ended September 30, 2001 primarily due to investment in support equipment and buildings in prior
periods. Investment in network support equipment increased due to increased investment in payphones, cables, switching and
transmission equipment and process control and surveillance equipment for our national network operations center. Capital
investment in the six months ended September 30, 2002 shifted to assets with shorter useful lives as our capital expenditure
program shifted from network rollout to network support and infrastructure.

Fixed-line operating profit

The following table shows information related to the operating profit and EBITDA for our fixed-line segment for the periods
indicated.

Fixed-line operating profit

. Six months

Six months ended September 30, 2002/2001

2001 2002 % change
(unaudited)

(in millions, except percentages)

Operating profit (ZAR) . . . . ... ... 1,415 1,894 339
Operating margin (%) . . . . . . . . ... 10.4 13.0

EBITDA (ZAR)' . . . . . . 3,572 4,396 23.1
EBITDA margin (%) . . . . . .« o o i i 26.2 30.2

' Our fixed-line EBITDA represents fixed-line operating profit before income tax, finance charges, investment income and depreciation and
amortization. We believe that EBITDA provides meaningful additional information to investors since it is widely accepted by analysts and
investors as a basis for comparing a company’s underlying operating profitability with that of other companies as it is not influenced by past
capital expenditures or business acquisitions, a company’s capital structure or the relevant tax regime. This is particularly the case in a capital-
intensive industry such as communications. It is also a widely accepted indicator of a company’s ability to service its long-term debt and other
fixed obligations and to fund its continued growth. EBITDA is not a US GAAP or IAS measure. You should not construe EBITDA as an
alternative to operating profit or cash flows from operating activities determined in accordance with US GAAP or IAS or as a measure of
liquidity. EBITDA is not defined in the same manner by all companies and may not be comparable to other similarly titled measures of other
companies unless the definition is the same.

Fixed-line operating profit increased 33.9% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to higher revenue driven by tariff increases outpacing slower growth in operating expense,
primarily due to improved controls of expenses, including debtors, and a one-time adjustment in the reserve for bad debt of
R178 million.
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Mobile segment

Mobile is our fastest growing segment and encompasses all the operating activities of our 50% joint venture investment in
Vodacom, the largest mobile operator in South Africa with an approximate 59% market share as of September 30, 2002 based on
total reported customers. In addition to its South African operations,Vodacom has investments in mobile communications network
operators in Lesotho, Tanzania and the Democratic Republic of the Congo. Vodacom commenced its network rollout in the
Democratic Republic of the Congo in December 2001 and relaunched under the Vodacom brand in May 2002. Vodacom also has an
investment in an entity that, in August 2002, was granted a license to operate a mobile communications network in Mozambique.
Vodacom is currently seeking to enter into interconnection agreements with local operators in Mozambique and does not intend to
commence service in Mozambique unless commercially acceptable terms are agreed. Vodacom is the largest mobile operator in
Africa based on total reported customers. Vodacom’s operations outside of South Africa are at an earlier stage in their expansion
and market penetration than its operations in South Africa. As a result, Vodacom’s customer acquisition costs and capital
expenditures per customer for its other African operations are higher and its operating margins are generally lower than for its
South African operations. Customers in other African countries increased 229% to 540,328 in the six months ended September 30,
2002 compared to the six months ended September 30, 2001. A substantial portion of the growth was from prepaid services.
Services outside of South Africa are mainly prepaid due to the lack of banking systems and credit histories.

The following table shows information related to our 50% share of Vodacom’s operating revenue and operating profit broken
down by Vodacom’s South African operations and operations in other African countries for the periods indicated. All amounts in
this table and the discussion of our mobile segment that follows represent 50% of Vodacom’s results of operations unless otherwise
stated and are before the elimination of intercompany transactions with us.

Mobile operating revenues and profits

Six months ended September 30,

2001 2002 Six months
2002/2001
ZAR %0 ZAR % % change
(unaudited)
(in millions, except percentages)

Operating revenue . . . . . ... ...... 3,762 100.0 4,720 100.0 25.5
South Africa . . .. ... ... ... .... 3,648 97.0 4,446 94.2 21.9
Other African countries . . . . . .. ... .. 114 3.0 274 5.8 140.4
Operating profit . . . ... .. ..... .. 787 100.0 920 100.0 16.9
South Africa . . .. .............. 787 100.0 943 102.6 19.8
Other African countries . . . . . ... .. .. - - (23) (2.6) n/a
EBITDA' . .. ... ... ... ....... 1,271 100.0 1,515 100.0 19.2
South Africa . . . ... .. ... ........ 1,253 98.6 1,483 97.9 18.4
Other African countries . . . . . .. ... .. 18 1.4 32 2.1 77.8

! Our mobile EBITDA comprises our 50% share of Vodacom’s EBITDA, which represents mobile operating profit before income tax, finance

charges, investment income and depreciation and amortization. We believe that EBITDA provides meaningful additional information to investors
since it is widely accepted by analysts and investors as a basis for comparing a company’s underlying operating profitability with that of other
companies as it is not influenced by past capital expenditures or business acquisitions, a company’s capital structure or the relevant tax regime.
This is particularly the case in a capital-intensive industry such as communications. It is also a widely accepted indicator of a company’s ability to
service its long-term debt and other fixed obligations and to fund its continued growth. EBITDA is not a US GAAP or IAS measure. You should
not construe EBITDA as an alternative to operating profit or cash flows from operating activities determined in accordance with US GAAP or IAS
or as a measure of liquidity. EBITDA is not defined in the same manner by all companies and may not be comparable to other similarly titled
measures of other companies unless the definition is the same. Mobile EBITDA includes a net gain of R12.8 million and nil in the six months
ended September 30, 2001 and 2002, respectively, for our 50% share of Vodacom’s integration costs, disposals of operations and impairments.

Mobile operating revenue

Vodacom derives revenue from mobile services as well as other related or value added goods and services. Vodacom’s revenue is
mainly in the form of airtime charges, primarily airtime payments from customers registered on Vodacom’s network;
interconnection revenue from other operators for the termination of calls on Vodacom’s network and national roaming revenue from
Cell C; revenue from equipment sales, including sales of handsets and accessories; and revenue from international services,
including airtime charges for the use of Vodacom’s network through roaming of customers from other international networks.
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The following table shows our 50% share of Vodacom’s revenue broken down by major business area and as a percentage of

total operating revenue for our mobile segment and the percentage change by business area for the periods indicated.

Mobile operating revenue

Six months ended September 30,

2002 Six months

2002/2001

ZAR %0 ZAR % % change

(in millions, except percentages)
(unaudited)

Airtime . . . . ... 2,219 59.0 2,531 53.6 14.1
Interconnection . . .. .. ... ....... 959 25.5 1,277 27.1 332
Equipmentsales . . . ... ... ....... 376 10.0 653 13.8 73.7
International services . . . . ... ...... 113 3.0 171 3.6 51.3
Other sales and services . . .. ... .. .. 95 2.5 88 1.9 (7.4)
Mobile operating revenue . . . . . ... .. 3,762 100.0 4,720 100.0 25.5

The following table sets forth non-financial operational data of Vodacom for the periods indicated. The amounts stated for
customers and traffic minutes reflect 100% of Vodacom’s customers and traffic minutes.

South Africa

Customers (thousands) (at period end)' . . . ... ... .......
Contract . . . . . . . . . e
Prepaid . . . . . . ...
Community SEIVICES . . . . v v v v v e e e e e e e

Traffic minutes (millions of minutes)> . . . . . ... ... ......
Outgoing . . . . . ..
Incoming (Interconnection) . . . . . . . . ... ... ... ... ..

MOU (minutes)® . . . . . ... ... ...
Contract . . . . . . . .. e e
Prepaid . . . . . .
Community SEIVICES . . . . v v v v v e e e e e e e

ARPU (ZAR*® . . . . ... ..
Contract . . ...
Prepaid . . . . . .. ..
Community SETVICES . . . . v v v v v e e e e e e e

Churn (%)% . . . . .
Contract . . . . . . . . . e e e e
Prepaid . . . . . . ...

Other African countries

Customers (thousands) (at period end)' . . . ... ... ... .. ..
Lesotho . . . . . . . . . . . .. .
Tanzania . . . . . . . ...
Democratic Republic of the Congo . . . . .. ... ... ... ...

ARPU*

Lesotho (ZAR) . . . . . . . . . . . ..
Tanzania (USD) . . . . . . . . . . .. . ... . .. ...
Democratic Republic of the Congo (USD) . . . . .. ... ... ...

Six months ended September 30,

Six months

2001 2002
2002/2001
ZAR ZAR % change
(unaudited)
5,657 7,130 26.0
1,062 1,139 7.3
4,569 5,961 30.5
26 30 154
4,229 5,007 18.4
2,307 2,994 29.8
1,922 2,013 4.7
114 102 (10.5)
265 269 1.5
59 53 (10.2)
3,246 3,215 (1.0)
190 181 4.7)
551 612 11.1
94 88 (6.4)
1,710 1,766 3.3
31.3 30.7 (1.9)
16.6 13.2 (20.5)
34.8 34.3 (1.4)
164 540 229.3
30 92 206.7
134 306 128.4
n/a 142 n/a
n/a 87 n/a
n/a 23 n/a
n/a 22 n/a



Customer totals are based on the total number of customers registered on Vodacom’s network, which have not been disconnected, including
inactive customers, as of the end of the period indicated. 15.1% of Vodacom’s total reported customers, 17.0% of its prepaid customers and 4.9%
of its contract customers in South Africa were inactive as of September 30, 2002. See “Business — Mobile communications — South Africa —
Customers” on page 115 of this prospectus for a discussion of Vodacom’s procedures with respect to disconnections and inactive customers.

©

Vodacom’s traffic comprises total traffic registered on Vodacom’s network, including bundled minutes, outgoing international roaming calls and
calls to free services, but excluding national and incoming international roaming calls.

Vodacom’s MOU is calculated by dividing the average monthly minutes during the period by the average monthly total reported customer base
during the period. MOU excludes calls to free services, bundled minutes and data minutes.

-

ARPU is calculated by dividing the average monthly revenue during the period by the average monthly total reported customer base during the
period. ARPU excludes revenue from equipment sales, other sales and services and revenue from national and international users roaming on
Vodacom’s networks.

Value added service revenue from previously partially owned service providers is included in contract and total average monthly revenue per
customer from October 1, 2001, at which time Vodacom consolidated these previously partially owned service providers.

Churn is calculated by dividing the average monthly total number of disconnections during the period by the average monthly total reported
customer base during the period.

EN

Vodacom’s operating revenue increased 25.5% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to customer growth. Vodacom’s revenue from operations outside of South Africa increased from
R114 million in the six months ended September 30, 2001 to R274 million in the six months ended September 30, 2002 primarily
due to a substantial increase in the number of customers in Vodacom’s Tanzania, Democratic Republic of the Congo and Lesotho
operations. Revenue from Vodacom’s operations outside of South Africa as a percentage of Vodacom’s total mobile operating
revenue increased to 5.8% in the six months ended September 30, 2002 from 3.0% in the six months ended September 30, 2001.

In South Africa, Vodacom’s total ARPU decreased 4.7% in the six months ended September 30, 2002 compared to the six
months ended September 30, 2001 primarily due to the increase in the percentage of prepaid customers in Vodacom’s total customer
base from 80.8% as of September 30, 2001 to 83.6% as of September 30, 2002 and a decrease in average prepaid ARPUs. Prepaid
customers on average tend to use fewer minutes and generate lower revenue than contract customers. As a result, average monthly
minutes per customer and ARPU are lower for prepaid customers. Vodacom’s contract ARPU increased 11.1% in the six months
ended September 30, 2002 compared to the six months ended September 30, 2001. Prepaid ARPU decreased 6.4% in the six
months ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due to a decrease in average
monthly minutes per prepaid customer as newer prepaid customers tend to be in lower income tiers. Vodacom expects that the
decline in its total ARPU in recent years will stabilize in the future based on the impact of new, higher ARPU prepaid products,
such as 4U, the continued growth in contract ARPU and slower growth rates in overall customers.

Service providers in South Africa generally subsidize handset sales for contract customers. Handsets for prepaid customers are not
subsidized. Subsidized handset sales give customers an incentive to switch operators to obtain new handsets and have contributed to
churn. Vodacom’s churn rate for contract customers decreased to 13.2% in the six months ended September 30, 2002 from 16.6% in
the six months ended September 30, 2001 primarily due to a revised equipment upgrade policy and a greater focus on retention.
Vodacom’s churn rate for prepaid customers remained relatively constant and was 34.3% in the six months ended September 30,
2002 and 34.8% in the six months ended September 30, 2001. Vodacom was able to maintain relatively constant churn rates despite
the entrance of Cell C into the market in November 2001 by offering prepaid products at increased discounts. For a discussion of
Vodacom’s churn rate, see “Business — Mobile communications — South Africa — Customers” on page 115 of this prospectus.

Airtime. Vodacom derives airtime revenue from connection and monthly rental fees and airtime usage fees paid by Vodacom’s
contract customers for use of its mobile networks. Airtime revenue also includes fees paid by Vodacom’s prepaid phone customers
for prepaid starter phone packages, airtime recharge vouchers and incomer vouchers, which entitle customers to receive unlimited
incoming calls for 365 days, and revenue from mobile data, including short messaging services, or SMSs. Airtime revenue depends
on the total number of customers, traffic volume, mix of prepaid and contract customers and tariffs.

Vodacom’s airtime revenue increased 14.1% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to the increase in the number of Vodacom’s customers. Customers increased 31.8% in the six
months ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due to strong prepaid customer
growth in South Africa and significant customer growth in Vodacom’s operations outside of South Africa. New products and
services also contributed substantially to Vodacom’s customer growth for the six months ended September 30, 2002. Vodacom
launched 4U, its prepaid SMS and per second billing product, in October 2001 in anticipation of increased competition from Cell C,
which commenced operations in November 2001. Vodacom connected over 1.3 million 4U customers in the first six months of
launching the product, a portion of which were migrated from existing prepaid customers.

For a discussion of Vodacom’s customers and traffic see “Business — Mobile communications — South Africa — Customers” on
page 115 of this prospectus and “Business — Mobile communications — South Africa — Traffic”” on page 116 of this prospectus.

Mobile data revenue increased 23.7% to R120 million in the six months ended September 30, 2002 from R97 million in the six
months ended September 30, 2001. Vodacom’s SMS traffic increased over the period primarily due to new packages and services,
such as 4U which are priced to encourage SMS usage. Vodacom transmitted 653 million SMSs over its network in the six months
ended September 30, 2002 compared to 363 million SMSs in the six months ended September 30, 2001.

52



Interconnection. Vodacom generates interconnection revenue when a call originating from our fixed-line network or one of the
other mobile operators’ networks terminates on Vodacom’s network. Interconnection revenue includes revenue from Cell C for
national roaming services. Vodacom generates national roaming revenue when its mobile network carries a call made from a
Cell C customer. Interconnection revenue depends on the volume of traffic terminating on Vodacom’s network, the interconnection
termination rates payable by ourselves and the other mobile operators to Vodacom and national roaming rates and volumes.

Vodacom’s interconnection revenue increased 33.2% in the six months ended September 30, 2002 compared to the six months
ended September 30, 2001 primarily due to an increase in interconnection rates and the number of mobile calls terminating on
Vodacom’s network as a result of the increased number of Vodacom’s customers and South African mobile users generally during
the period. Increased interconnection revenue by Vodacom Tanzania and Vodacom Congo further contributed to the increase. The
increases were partially offset by a decrease in the number of fixed calls from Telkom’s network terminating on Vodacom’s
network. Interconnection revenue in our mobile segment included R759 million and R712 million in the six months ended
September 30, 2002 and 2001, respectively, for services received from our fixed-line business, which were eliminated from the
Telkom Group’s revenues in consolidation.

Equipment sales. Vodacom generates revenue from equipment sales primarily from the sale of mobile phones and accessories to
its customers. Vodacom purchases handsets for itself and for external service providers in bulk at purchase discounts in order to
lower the cost of handset subsidization. Equipment sales revenue fluctuates based on whether external providers and Vodacom’s
other African operators source equipment from Vodacom in South Africa or purchase equipment from third party service providers.
Vodacom’s revenue from equipment sales increased 73.7% in the six months ended September 30, 2002 compared to the six months
ended September 30, 2001 primarily due to large volumes of equipment sales by Vodacom Congo.

International services. Vodacom generates fees from international services when its mobile network carries a call made by a
customer of another international mobile communications network operator. Vodacom’s revenue from international services
increased 51.3% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due
to increased call activity in South Africa and other African operations and exchange rate fluctuations.

Other. Other revenue includes revenue from other operations, including Vodacom’s Teljoy television rental business, which was
sold in March 2002, and value-added services. Vodacom’s other revenue decreased 7.4% in the six months ended September 30,
2002 compared to the six months ended September 30, 2001 primarily due to the sale of non-core assets.

Mobile operating expenses

The following is a discussion of our mobile segment’s operating expenses which are comprised of our 50% interest in
Vodacom’s operating expenses. Vodacom’s operating expense line items are presented in accordance with the line items reflected in
the Telkom Group’s consolidated operating expenses, which are different from the operating expense line items contained in
Vodacom’s consolidated financial statements. The following table shows our 50% share of Vodacom’s operating expenses and the
percentage change for the periods indicated.

Mobile operating expenses
Six months ended September 30,

Six months
2001 ﬂ 2002/2001
ZAR ZAR % change
(unaudited)
(in millions, except percentages)

Employee expenses . . . . . . . ... 254 251 (1.2)
Payments to other network operators . . . . ... ... .. ... ..., 284 491 72.9
Selling, general and administrative expenses . . . . . . . . . ... ... 1,817 2,220 22.2
Servicesrendered . . . ... ... L 34 35 2.9
Operating leases . . . . . . ... ... ... ... 103 209 102.9
Depreciation and amortization . . . . . . ... ... 483 594 23.0
Mobile operating expenses . . . . . . ... ... L. 2,975 3,800 27.7

Employee expenses. Employee expenses consist mainly of salaries and wages of employees as well as contributions to employee
pension and medical aid funds and benefits.

Vodacom’s employee expenses decreased 1.2% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to a 7.5% decrease in the number of employees. The decrease in the number of employees was
partially offset by an overall increase in average salaries for employees of approximately 9.0% in the six months ended September 30,
2002. Employee productivity, as measured by customers per employee, increased 42.4% to 1,808 customers per employee as of
September 30, 2002 from 1,270 customers per employee as of September 30, 2001.
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Payments to other network operators. Payments to other network operators consist mainly of interconnection payments made by
Vodacom’s South African and other African operations for terminating calls on other operators’ networks.

Vodacom’s payments to other network operators increased 72.9% in the six months ended September 30, 2002 compared to the
six months ended September 30, 2001 as a result of increased outgoing traffic from South Africa and other African countries in line
with increased customer growth and, to a lesser degree, the increase in interconnection tariffs in South Africa under Vodacom’s
interconnection agreements from November 2001 for traffic terminating on other mobile networks and our fixed-line network.
Payments to other network operators also increased due to the increasing amount of outgoing traffic terminating on the other mobile
networks, rather than our fixed-line network, as the cost of terminating calls on other mobile networks is higher than calls
terminating on our fixed-line network.

Payments to other network operators in our mobile segment included R80 million and R82 million in the six months ended
September 30, 2002 and 2001, respectively, for interconnection fees paid to our fixed-line segment, which were eliminated from the
Telkom Group’s operating expenses in consolidation.

Selling, general and administrative expenses. Selling, general and administrative expenses include subscriber acquisition and
retention costs, packaging, distribution, marketing, regulatory license fees, bad debts and various other general administrative
expenses, including insurance, accommodations and social investments.

The following table sets forth information related to our 50% share of Vodacom’s selling, general and administrative expenses
for the periods indicated.

Mobile selling, general and administrative costs
Six months ended September 30,

2001 2002 Six months

2002/2001

ZAR ZAR % change

(unaudited)
(in millions, except percentages)

Selling, distribution and other . . . . . . .. ... ... ... ... ... 1,549 1,913 23.5
Marketing . . . . . . ... 154 182 18.2
Regulatory and license fees . . . . . ... .. ... ... ... ... .. 94 114 21.3
Baddebts . . . .. .. ... 33 11 (66.7)
Asset write-offs' . . . ... (13) - -
Selling, general and administrative expenses . . . . ... ... ... 1,817 2,220 22.2

! Integration costs, disposals of operations and impairments.

Vodacom’s selling, general and administrative expenses increased 22.2% in the six months ended September 30, 2002 compared
to the six months ended September 30, 2001 primarily due to an increase in selling, distribution and other expenses, marketing
expenses and regulatory and licence fees to support the growth in operations. Selling, distribution and other expenses include cost
of goods sold, commissions, subscriber acquisition and retention expenses and distribution expenses. Although overall selling and
distribution costs increased in line with increases in operating revenue, selling and distribution incentive costs increased faster than
revenue growth as competition in the South African market increased. The increase in marketing expense was mainly due to
significant marketing expense incurred by Vodacom Congo to establish itself in the market. The increase in regulatory and license
fees was directly related to the increase in operating revenues.

Services rendered. Services rendered include consultancy services for technical, administrative and managerial services, audit
fees, insurance, legal fees and communication and information technology costs. Services rendered increased 2.9% in the six
months ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due to an increase in support
services for Vodacom’s other African operations.

Operating leases. Operating leases include payments in respect of rentals of GSM transmission lines as well as office
accommodation, office equipment and motor vehicles. Vodacom’s operating leases increased 102.9% in the six months ended
September 30, 2002 compared to the six months ended September 30, 2001 primarily due to the cost of leasing base station sites
required for its network in the Democratic Republic of the Congo.

Operating leases in our mobile segment included R115 million and R95 million in the six months ended September 30, 2002
and 2001, respectively, for operating lease payments to our fixed-line segment, which were eliminated from the Telkom Group’s
operating expenses in consolidation.
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Depreciation and amortization. Vodacom’s depreciation and amortization increased 23.0% in the six months ended September 30,
2002 compared to the six months ended September 30, 2001 primarily due to depreciation and amortization of capital expenditures
Vodacom incurred in building out its network in South Africa and other sub-Saharan African countries, partially offset by a decrease
in the amortization of intangible assets as a result of the sale of Teljoy Holdings (Proprietary) Limited and Vodacom World Online
Holdings (Proprietary) Limited and the elimination of related goodwill from its balance sheet.

Mobile operating profit

The following table shows information related to the operating profit and EBITDA for our mobile segment, which comprises
50% of Vodacom’s results for the periods indicated.

Mobile operating profit

Si th:
Six months ended September 30, 1X MOMLLS

2002/2001

2001 2002 % change
(unaudited)

(in millions, except percentages)

Operating profit (ZAR) . . . . . .. ... 787 920 16.9
Operating margin (%) . . . . . . . . .. 20.9 19.5

EBITDA (ZAR)' . . . . . . . 1,271 1,515 19.2
EBITDA margin (%) . . . . . .« o i i i 33.8 32.1

! Our mobile EBITDA comprises our 50% share of Vodacom’s EBITDA, which represents mobile operating profit before income tax, finance

charges, investment income and depreciation and amortization. We believe that EBITDA provides meaningful additional information to investors
since it is widely accepted by analysts and investors as a basis for comparing a company’s underlying operating profitability with that of other
companies as it is not influenced by past capital expenditures or business acquisitions, a company’s capital structure or the relevant tax regime.
This is particularly the case in a capital-intensive industry such as communications. It is also a widely accepted indicator of a company’s ability
to service its long-term debt and other fixed obligations and to fund its continued growth. EBITDA is not a US GAAP or IAS measure.

You should not construe EBITDA as an alternative to operating profit or cash flows from operating activities determined in accordance with

US GAAP or IAS or as a measure of liquidity. EBITDA is not defined in the same manner by all companies and may not be comparable to other
similarly titled measures of other companies unless the definition is the same. Mobile EBITDA includes a net gain of R12.8 million and

nil in the six months ended September 30, 2001 and 2002, respectively, for our 50% share of Vodacom’s integration costs, disposals of operations
and impairments.

Mobile operating profit increased 16.9% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 primarily due to the significant growth in mobile customers and traffic over the period. Operating profit as a
percentage of revenue decreased marginally from 20.9% in the six months ended September 30, 2001 to 19.5% in the six months
ended September 30, 2002.

Year ended March 31, 2002 compared to year ended March 31, 2001 and year ended March 31, 2001 compared to year ended
March 31, 2000

Consolidated results

The following table shows information related to our operating revenue, operating expenses, operating profit, net profit, profit
margin, EBITDA and EBITDA margin for the periods indicated.
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Telkom Group’s segmental results

Year ended March 31,
2000 2001 2002

2001/2000 2002/2001
ZAR %o ZAR %0 ZAR % % change % change

(in millions, except percentages)

Operating revenue . . . . 27,113 100.0 31,352 100.0 34,197 100.0 15.6 9.1

Fixed-line . ........ 23,838 87.9 26,439 84.3 27,976 81.8 10.9 5.8

Mobile . ... ....... 4,786 17.7 6,638 21.2 8,075 23.6 38.7 21.6

Intercompany eliminations (1,511) (5.6) (1,725) (5.5) (1,854) 5.4) 14.2 7.5

Operating expenses . . . 23,231 100.0 26,427 100.0 29,984 100.0 13.8 13.5

Fixed-line . ........ 21,283 91.6 22,680 85.8 25,529 85.1 6.6 12.6

Mobile . ... ....... 3,604 15.5 5,361 20.3 6,259 20.9 48.8 16.8

Intercompany eliminations (1,656) (7.1) (1,614) 6.1) (1,804) (6.0) 2.5) 11.8

Operating profit . . . . . 3,882 100.0 4,925 100.0 4,213 100.0 26.9 (14.5)
Fixed-line . ........ 2,555 65.8 3,759 76.3 2,447 58.1 47.1 (34.9)
Mobile . .. ....... 1,182 30.5 1,277 25.9 1,816 43.1 8.0 42.2

Intercompany eliminations 145 3.7 (111) 2.2) (50) (1.2) (176.6) 55.0

Net profit . ........ 1,527 100.0 1,622 100.0 1,221 100.0 6.2 (24.7)
Profit margin (%) . . .. 5.6 5.2 3.6

EBITDA' ... ...... 8,056 100.0 9,977 100.0 9,621 100.0 23.8 3.6)
Fixed-line . ........ 6,180 76.7 7,993 80.1 6,810 70.8 29.3 (14.8)
Mobile . . . ... ... .. 1,731 21.5 2,095 21.0 2,851 29.6 21.0 36.1

Intercompany eliminations 145 1.8 (111) (1.1) 40) 0.4) (176.6) 64.0

EBITDA margin (%) . . 29.7 31.8 28.1

"EBITDA represents operating profit before income tax, finance charges, investment income and depreciation and amortization. We believe that

EBITDA provides meaningful additional information to investors since it is widely accepted by analysts and investors as a basis for comparing

a company’s underlying operating profitability with that of other companies as it is not influenced by past capital expenditures or business
acquisitions, a company’s capital structure or the relevant tax regime. This is particularly the case in a capital-intensive industry such as
communications. It is also a widely accepted indicator of a company’s ability to service its long-term debt and other fixed obligations and to fund
its continued growth. EBITDA is not a US GAAP or IAS measure. You should not construe EBITDA as an alternative to operating profit or cash
flows from operating activities determined in accordance with US GAAP or IAS or as a measure of liquidity. EBITDA is not defined in the same
manner by all companies and may not be comparable to other similarly titled measures of other companies unless the definition is the same. In
addition, because the calculation of EBITDA in the maintenance covenants contained in our credit facilities is based on accounting policies in use
at the time, the indebtedness was incurred, EBITDA for purposes of those covenants is not calculated in the same manner as it is calculated in the
above table. Mobile EBITDA includes a net gain of R28 million, a net loss of R107 million and a net gain of R65 million in the 2002, 2001 and
2000 financial years, respectively, for our 50% share of Vodacom’s integration costs, disposals of operations and impairments.

Operating revenue

Operating revenue increased 9.1% and 15.6% in the years ended March 31, 2002 and 2001, respectively, primarily due to
increased average tariffs in our fixed-line segment and customer growth in our mobile segment. Fixed-line operating revenue
accounted for 81.8% of our consolidated operating revenue before intercompany eliminations during this period. The aggregate
increases in operating revenue exceeded average inflation in South Africa, which was 5.7% in the year ended December 31, 2001
and 5.4% in the year ended December 31, 2000.

Operating expenses

Operating expenses increased 13.5% and 13.8% in the years ended March 31, 2002 and 2001, respectively, due to increased
operating expenses in our fixed-line and mobile segments. The increase in fixed-line operating expenses in the 2002 financial year
was primarily due to increased services rendered expenses as a result of the outsourcing of our property management operations,
payments to other operators, provisions for potential damages related to our dispute with Telcordia, bad debts, employee
retrenchment expenses related to headcount reductions and write-offs of Telcordia related assets. The increase in fixed-line
operating expenses in the 2001 financial year was primarily due to increased operating lease expense as a result of the sale and
leaseback of our motor vehicle fleet in March 2000, payments to other operators, depreciation and write-offs of assets, including
provisions against assets relating to the Telcordia dispute and the write-off of other software. These increases were partially offset
by lower salaries and wages in our fixed-line segment in both the 2002 and 2001 financial years. The increase in mobile operating
expenses in both the 2002 and 2001 financial years was primarily due to increased payments to other network operators,
depreciation associated with increased capital expenditures and selling and distribution expenses as a result of the growth in our
mobile segment.
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Operating profit

Operating profit decreased 14.5% in the year ended March 31, 2002 primarily due to the significant increase in operating
expenses in our fixed-line business. The decrease was partially offset by an increase in operating profit from our mobile segment as
a result of substantial increases in the number of Vodacom’s mobile customers and revenue while Vodacom maintained its operating
margins. Operating profit increased 26.9% in the year ended March 31, 2001 primarily due to an increase in operating profit from
our fixed-line segment and, to a lesser extent, our mobile segment.

Investment income

Investment income consists of interest received on trade receivables, short-term investments and bank accounts and income
received from our investments, including satellite companies. Investment income decreased 20.6% to R490 million in the year
ended March 31, 2002 and 3.7% to R617 million in the year ended March 31, 2001 from R641 million in the year ended March 31,
2000. The decreases were primarily due to lower interest received on lower average balances in investments and bank accounts.

Finance charges

Finance charges include interest paid on local and foreign borrowings, amortized discounts on bonds and commercial paper
bills, fair value gains and losses on financial instruments and foreign exchange gains and losses. Fair value losses and gains on
financial instruments are not comparable over the three years ended March 31, 2002, due to the prospective application of IAS 39
in 2002.

The following table sets forth information related to our finance charges for the periods indicated.

Finance Charges

Year ended March 31,
ﬂ ﬂ ﬂ 2001/2000 2002/2001
ZAR ZAR ZAR % change % change

(in millions, except percentages)

Interest expense . . . . ... ... .......... 2,147 2,572 3,185 19.8 23.8
Localloans . . ... ... ............. 2,342 2,173 2,690 (7.2) 23.8
Foreignloans . . . ... ... ... ... .... 137 559 599 308.0 7.2
Finance charges capitalized . . . . ... ... ... (332) (160) (104) (51.8) (35.0)

Net fair value losses/(gains) on

financial instruments . . . . .. ... ... ... .. 40) 12) (635) (70.0) -
Fair value adjustments on derivative instruments . . - - (3,036) - -
Foreign exchange (gains)/losses . . . . . ... .. (40) (12) 2,401 (70.0) -

Foreign exchange contract premiums . . . . . . . . 375 577 - 53.9 -

Total finance charges . . . . ... .... ... ... 2,482 3,137 2,550 26.4 (18.7)

Excluding the net fair value of gains on financial instruments of R635 million in the 2002 financial year, finance charges
increased in the 2002 financial year due to increased interest expense. Finance charges increased in the 2001 financial year due to
the costs of hedging our new foreign denominated debt issued in that year as well as increased interest expense. Interest expense
increased 23.8% and 19.8% in the years ended March 31, 2002 and 2001, respectively, due to higher weighted average interest rates
in each year, and higher long-term debt balances.

Taxation

Our consolidated tax expense increased 22.1% to R873 million in the year ended March 31, 2002 and 42.7% to R715 million in
the year ended March 31, 2001 from R501 million in the year ended March 31, 2000. Our consolidated effective tax rate was
40.5% in the 2002 financial year, 29.8% in the 2001 financial year and 24.5% in the 2000 financial year. Telkom’s effective tax rate
was 53.8%, 18.1% and 19.6%, respectively, and Vodacom’s effective tax rate was 33.3%, 36.9% and 28.1%, respectively, during the
2002, 2001 and 2000 financial years. The increase in consolidated tax expense in the year ended March 31, 2002 was primarily due
to the high amount of non-deductible expenses at Telkom related to Telcordia write-offs and reserves established for potential losses
as a result of the arbitration ruling and depreciation on buildings, Telkom’s election to suspend the application of Section 32 of the
South African Tax Code related to the exemption from tax of international interconnection revenue generated from transmitting
messages internationally in the Telkom Group’s consolidated financial statements and additional tax paid by Vodacom on dividends
distributed to Telkom. The increase in consolidated tax expense in the year ended March 31, 2001 was primarily due to the increase
in our pretax income and additional tax paid by Vodacom on dividends distributed to Telkom. South African companies became
subject to capital gains tax on October 1, 2001. As a result, we were previously not required to pay capital gains tax. See “Taxation”
beginning on page 173 of this prospectus.
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Minority interests

Minority interests in the income of subsidiaries decreased 13.2% to R59 million in the year ended March 31, 2002 primarily due
to our increased ownership in our Swiftnet and Telkom Directory Services subsidiaries during the 2002 financial year, partially
offset by increased profits from these subsidiaries. We acquired the remaining 40% interest in Swiftnet in May 2001 and a further
10% interest in Telkom Directory Services in October 2001. Minority interests in the income of subsidiaries increased by
RS5 million to R68 million in the year ended March 31, 2001 from R13 million in the year ended March 31, 2000. The increase
was attributable to increased profits from our Telkom Directory Services and Swiftnet subsidiaries.

Net profit

Net profit decreased 24.7% to R1,221 million in the year ended March 31, 2002 primarily due to lower operating profit in our
fixed-line segment. The decrease was partially offset by the fair value foreign exchange gain recognized in the 2002 financial year
as a result of the prospective application of IAS 39 and an increase in operating profit in our mobile segment. Net profit increased
6.2% to R1,622 million in the year ended March 31, 2001 from R1,527 million in the year ended March 31, 2000 primarily due to
increased operating profit in our fixed-line and mobile segments. The increase was partially offset by significantly higher finance
charges associated with higher average interest bearing debt and foreign exchange hedging costs related to the issuance of foreign
denominated debt in that year.

Fixed-line segment

The following is a discussion of the results of operations from our fixed-line segment before eliminations of intercompany
transactions with Vodacom. Our fixed-line segment is our largest segment based on revenue and profit contribution and includes all
the operating activities derived from Telkom’s fixed-line voice and data communications services business, as well as directory
services through our 64.9% owned Telkom Directory Services subsidiary, and wireless data services through our wholly-owned
Swiftnet subsidiary.

Fixed-line operating revenue

The following table shows operating revenue for our fixed-line segment broken down by major business areas and as a
percentage of total revenue for our fixed-line segment and the percentage change by business area for the periods indicated.

Fixed-line operating revenue

Year ended March 31,
2000 2001 2002
% of % of % of 2001/2000 2002/2001
ZAR revenue ZAR revenue ZAR revenue % change % change

(in millions, except percentages)
Subscriptions and

connections . . . . . ... 4,085 17.1 4,197 15.9 4,410 15.8 2.7 5.1
Traffic . ......... 14,991 62.9 16,409 62.1 17,168 61.3 9.5 4.6
Local . ......... 3,836 16.1 4,237 16.0 4,876 17.4 10.5 15.1
Long-distance . . . . . 4,317 18.1 4,043 15.3 3,794 13.6 (6.3) (6.2)
Fixed-to-mobile . . . . 5,325 22.3 6,845 25.9 7,323 26.1 28.5 7.0
International outgoing . 1,513 6.4 1,284 49 1,175 4.2 (15.1) (8.5)
Interconnection . . . . . 1,366 5.7 1,854 7.0 1,798 6.4 35.7 3.0)
Data . .......... 2,764 11.6 3,328 12.6 3,913 14.0 20.4 17.6
Directories and other
services . . .. ... ... 632 2.7 651 24 687 2.5 3.0 5.5
Fixed-line operating revenue 23,838 100.0 26,439 100.0 27,976 100.0 10.9 5.8

Operating revenue from our fixed-line segment increased 5.8% and 10.9% in the years ended March 31, 2002 and 2001,
respectively, primarily due to increased average tariffs, partially offset by a decline in the number of fixed access lines in service as
a result of disconnections due to customer non-payments and customer migration to mobile services. Traffic remained relatively flat
during the 2002 financial year after an increase of 4.6% in the 2001 financial year. We also increased our data revenues in both
years as demand for data services increased. Traffic revenue per fixed access line continued to improve, increasing 11.1% and
10.1% from R3,869 in the 2000 financial year to R4,297 in the 2001 financial year and R4,729 in the 2002 financial year as we
increased our penetration of value-added voice services and higher revenue generating access services and decreased the number of
our fixed access lines.
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Subscriptions and connections. The following table sets forth information related to our fixed-line subscription and connection
revenue during the periods indicated.

Fixed-line subscription and connection revenue

Y March 31
ear ended March 31, 20012000  2002/2001
2000 2001 2002 % change % change
Total subscriptions and connections revenue
(ZAR millions, except percentages) . . . . ... .. 4,085 4,197 4,410 2.7 5.1
Total subscription access lines (thousands,
except percentages)' . . .. ... .......... 5,356 4,809 4,750 (10.2) (1.2)
Postpaid
PSTN? . . . .. 4,668 3,930 3,554 (15.8) (9.6)
ISDN channels . . . ... ............ 271 374 467 38.0 24.9
Prepaid . .. ... ... ... .. ... . . . ... 381 480 708 26.0 47.5
Private payphones . . . . ... ... ... 36 25 21 (30.6) (16.0)

Total subscription access lines are comprised of PSTN lines, including ISDN lines, private payphones and internal lines in service, but exclude
public payphones. Telkom had 162,460, 151,986 and 145,302 internal lines as of March 31, 2002, 2001 and 2000, respectively. Each PSTN line
includes one access channel, each basic ISDN line includes two access channels and each primary ISDN line includes 30 access channels.

PSTN lines include copper cable, ADSL, digital enhanced cordless technology, or DECT, and fiber.

Revenue from subscriptions and connections increased 5.1% and 2.7% in the years ended March 31, 2002 and 2001,
respectively, primarily due to an increase in average monthly subscriptions and connections tariffs, partially offset by the lower
number of fixed access lines in service as a result of disconnections due to customer non-payments and customer migration to
mobile services. The decreases in postpaid PSTN lines in the years ended March 31, 2002 and 2001 were partially offset by
increases in the number of postpaid ISDN channels, which have higher subscription rates than PSTN lines, and in the number of
prepaid PSTN lines. The increase in the number of postpaid ISDN channels was driven by increased demand for higher bandwidth
and functionality. The increase in prepaid lines was mainly due to our increased marketing efforts for our prepaid telephone services
in the 2002 and 2001 financial years, particularly to first-time residential customers with poor or no credit histories.

For a discussion of our connection and rental fees, see “Business — Fixed-line communications — Fees and tariffs — Subscription
and connection tariffs” beginning on page 102 of this prospectus and for a discussion of the number of customers during the
periods, see “Business — Fixed-line communications — Products and services” beginning on page 97 of this prospectus.

Traffic. The following table sets forth information related to our total fixed-line traffic revenue for the periods indicated.

Total fixed-line traffic revenue

Year ended March 31, 2001/2000  2002/2001
2000 2001 2002 % change % change
Total traffic revenue (ZAR millions, except
PErcentages) . . . . ... uua e e 14,991 16,409 17,168 9.5 4.6
Traffic (millions of minutes, except percentages)’ . . 28,696 30,002 29,912 4.6 0.3)
Average monthly traffic minutes per average
monthly access line (minutes)® . . ... ....... 472 494 518 4.7 49

! Traffic is calculated by dividing total traffic revenue by the weighted average tariff during the relevant period. Traffic includes internet traffic.
2 Average traffic minutes per average monthly access line are calculated by averaging the total traffic during each month in the year divided by the
average number of access lines in each month during the year.

Traffic revenue increased 4.6% in the year ended March 31, 2002 primarily due to increased local and fixed-to-mobile traffic
tariffs, partially offset by lower long distance and international traffic tariffs. Traffic decreased 0.3% in the 2002 financial year.
Traffic revenue increased 9.5% in the year ended March 31, 2001 primarily due to increased traffic, local traffic tariffs and a change
in the pricing of fixed-to-mobile traffic. Telkom changed the pricing of fixed-to-mobile traffic from per second billing to billing for
the first sixty second increment and in increments of thirty seconds thereafter, effective in September 1999. Traffic increased 4.6%
in the 2001 financial year, primarily due to increased fixed-to-mobile, local and international traffic, partially offset by lower long
distance traffic. Traffic was adversely affected in both the 2002 and 2001 financial years by a decrease in the number of fixed access
lines in service as a result of disconnections due to customer non-payments and customer migration to mobile services. In addition,
traffic was adversely affected by the increasing substitution of calls placed using mobile services rather than our fixed-line service.
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For a discussion of our traffic tariffs, see “Business — Fixed-line communications — Fees and tariffs — Traffic tariffs” beginning
on page 103 of this prospectus and for a discussion of our traffic during the periods discussed, see “Business — Fixed-line
communications — Traffic”” beginning on page 98 of this prospectus.

The following table sets forth information related to our fixed-line local traffic revenue for the periods indicated.

Local traffic revenue

Yo March 31

ear ended March 31, 2001/2000  2002/2001
2000 2001 2002 % change % change

Local traffic revenue (ZAR millions,

eXCept PErcentages) . . . . . ... . e e 3,836 4,237 4,876 10.5 15.1

Local traffic (millions of minutes,

except percentages)' . . . ... ... ... ... ... 19.471 20,388 20,252 4.7 (0.7)

" Local traffic is calculated by dividing total local traffic revenue by the weighted average local traffic tariff during the relevant period. Local traffic
includes internet traffic

Local traffic revenue increased 15.1% in the year ended March 31, 2002 primarily due to increased local traffic tariffs. Local
traffic decreased 0.7% in the 2002 financial year. Local traffic revenue increased 10.5% in the year ended March 31, 2001 primarily
due to increased local traffic tariffs and local traffic. Local traffic revenue was adversely affected by a change in the mix of call
packages and associated discounts and by a decrease in the number of fixed access lines in service during the 2002 and 2001
financial years as a result of disconnections due to customer non-payments and customer migration to mobile services. In addition,
local traffic was adversely affected by the increasing substitution of local calls placed using mobile services rather than our fixed-
line service.

The following table sets forth information related to our fixed-line long distance traffic revenue for the periods indicated.

Long distance traffic revenue

Yo March 31

ear ended March 31, 20012000  2002/2001
2000 2001 2002 % change % change

Long distance traffic revenue (ZAR millions,

eXCept PErcentages) . . . . . .. .. e e 4,317 4,043 3,794 (6.3) (6.2)

Long distance traffic (millions of minutes,

except percentages)1 .................. 5,222 4,938 4,895 5.4) 0.9)

! Long distance traffic is calculated by dividing total long distance traffic revenue by the weighted average long distance traffic tariff during the

relevant period.

Long distance traffic revenue decreased 6.2% and 6.3% in the years ended March 31, 2002 and 2001, respectively, primarily due
to decreased long distance traffic tariffs and decreased long distance traffic. Long distance traffic decreased 0.9% in the 2002
financial year and 5.4% in the 2001 financial year. Long distance traffic was adversely impacted by a decrease in the number of
fixed access lines in service during the 2002 and 2001 financial years as a result of disconnections due to customer non-payments
and customer migration to mobile services. In addition, long distance traffic was adversely affected by the increasing substitution of
national long distance calls using mobile services rather than our fixed-line long distance service. Historically, fixed-line long
distance traffic tariffs were higher than the price of mobile calls, which are not distance dependent. We have reduced our long-
distance traffic tariffs to below mobile tariffs over the past five years as a result of our tariff rebalancing program.
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The following table sets forth information related to our fixed-to-mobile traffic revenue for the periods indicated.

Fixed-to-mobile traffic revenue

Year ended March 31, 2001/2000  2002/2001
2000 2001 2002 % change % change
Fixed-to-mobile traffic revenue (ZAR millions,
except percentages) . . . ... ... ..o 5,325 6,845 7,323 28.5 7.0
Fixed-to-mobile traffic (millions of minutes,
except percentages) . . . ... ... ... ... 3,659 4,319 4,390 18.0 1.6

! Fixed-to-mobile traffic is calculated by dividing total fixed-to-mobile traffic revenue by the weighted average fixed-to-mobile traffic tariff during

the relevant period.

Fixed-to-mobile traffic revenue increased 7.0% in the year ended March 31, 2002 primarily due to fixed to mobile traffic tariff
increases as a result of the amendment of our interconnection agreement with MTN and Vodacom and our new interconnection
agreement with Cell C effective in November 2001 and a 1.6% increase in fixed-to-mobile traffic. The increase in fixed-to-mobile
traffic was primarily due to an increased number of mobile users and an increase in the number of calls. Fixed-to-mobile traffic was
was adversely impacted by a decrease in the number of fixed-line subscribers due to disconnections for non-payments and customer
migration to mobile services and due to the growth in mobile users resulting in the increasing substitution of mobile-to-mobile calls
that are not routed over our fixed-line network as well as a 15.5% effective tariff increase in November 2001. Fixed-to-mobile
traffic revenue increased 28.5% in the year ended March 31, 2001 primarily due to growth in fixed-to-mobile traffic and a change
in the pricing of fixed-to-mobile traffic from per second billing to billing for the first sixty second increment and in increments of
thirty seconds thereafter. Fixed-to-mobile traffic increased 18% as a result of an increased number of mobile users and an increase
in the number of calls.

The following table sets forth information related to our international outgoing traffic revenue for the periods indicated.

International outgoing traffic revenue

Ye March 31

ear ended March 31, 2001/2000  2002/2001
2000 2001 2002 % change % change

International outgoing traffic revenue (ZAR millions,

except percentages) . . . ... ... ..o 1,513 1,284 1,175 (15.1) (8.5)

International outgoing traffic (millions of minutes,

except percentages) . . . . ... ... ... ... .. 344 357 375 3.8 5.0

' International outgoing traffic is calculated by dividing total international outgoing traffic revenue by the weighted average international outgoing
traffic tariff during the relevant period.

International outgoing traffic revenue decreased 8.5% and 15.1% in the years ended March 31, 2002 and 2001, respectively,
primarily due to decreases in average international outgoing traffic tariffs as a result of our tariff rebalancing program. International
outgoing traffic increased 5.0% and 3.8% in the 2002 and 2001 financial years, respectively.
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Interconnection. The following table sets forth information related to interconnection revenue for the periods indicated.

Interconnection revenue

Year ended March 31, 20012000  2002/2001

2000 2001 2002 % change % change
Interconnection revenue (ZAR millions,
except percentages) . . . . ... ... ........ 1,366 1,854 1,798 35.7 3.0)
Domestic mobile interconnection
Interconnection revenue from domestic mobile
operators (ZAR millions, except percentages) . . . 500 527 557 54 5.7
Domestic mobile interconnection traffic
(millions of minutes, except percentages)’ . . . . . 1,931 2,051 2,008 6.2 2.1)
International interconnection
Interconnection revenue from international
operators (ZAR millions, except percentages) . . . 866 1,327 1,241 53.2 (6.5)
International interconnection traffic (millions of
minutes, except percentages)’ . . . ... ...... 500 862 1,053 72.4 22.2

! Domestic mobile-to-fixed interconnection traffic is calculated by dividing total domestic mobile-to-fixed interconnection traffic revenue by the

weighted average domestic mobile-to-fixed interconnection traffic tariff during the relevant period. International outgoing mobile traffic is based
on the actual traffic registered through the respective exchanges and reflected in invoices.

International interconnection traffic is based on the actual traffic registered through the respective exchanges and reflected in invoices.

Interconnection revenue from domestic mobile operators increased 5.7% in the year ended March 31, 2002 due to a reduction in
the number of time bands for peak and off peak tariffs from three to two, effectively increasing mobile termination rates. These
increases were offset by decreased mobile-to-fixed terminating traffic as a result of increased mobile-to-mobile calls bypassing our
network. Interconnection revenue from domestic operators increased 5.4% in the year ended March 31, 2001 primarily due to
increased mobile-to-fixed traffic and increased outgoing mobile traffic as a result of growth in the number of mobile users, partially
offset by lower mobile international outgoing traffic tariffs. Mobile termination rates for domestic mobile-to-fixed traffic remained
constant in the year ended March 31, 2001.

Interconnection revenue from domestic operators includes fees paid to our fixed-line business by Vodacom of R306 million in
the year ended March 31, 2002, R297 million in the year ended March 31, 2001 and R277 million in the year ended March 31,
2000. Fifty percent of these amounts were attributable to our interest in Vodacom and were eliminated from the Telkom Group’s
revenue in consolidation.

Interconnection revenue from international operators decreased 6.5% in the year ended March 31, 2002 due to a decrease in
international interconnection tariffs in line with international trends. The decrease in international interconnection tariffs was offset
in part by increased international termination traffic and international transiting traffic. Interconnection revenue from international
operators increased significantly in the year ended March 31, 2001 due to increases in international transiting traffic and
international terminating traffic. The increases were partially offset by lower international interconnection tariffs in line with
international trends.
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Data. The following table sets forth information related to revenue from data services for the periods indicated.

Data services revenue

Year ended March 31, 2001/2000  2002/2001
2000 2001 2002 % change % change
Data services revenue (ZAR millions,

except percentages) . . . . . . ... ... ...... 2,764 3,328 3,913 20.4 17.6
Leased lines and other data revenue' . . ... ... 2,176 2,624 3,079 20.6 17.3

Leased line facilities revenues from mobile
OPETatorS . . . « o v v v v e 588 704 834 19.7 18.5
Number of leased lines> . . ... .......... 248,919 315,597 398,311 26.8 26.2
Number of managed network sites . . . . . . . .. 3,138 4,634 5,684 47.7 22.7

' Leased lines and other data revenue includes all data services revenue other than leased line facilities revenue from mobile operators.
2 Converted into voice grade equivalents using 64 kilobits per second, excludes leased lines to mobile operators. Includes non-revenue generating
lines.

Our data services revenue increased 17.6% and 20.4% in the years ended March 31, 2002 and 2001, respectively. The increases
were primarily due to increased penetration of leased lines in corporate and business markets, increased demand for bandwidth with
higher capacity, increased numbers of customers using data managed networking services and increased revenue from leased line
facilities to mobile operators. Revenue from leased line facilities to mobile operators increased 18.5% and 19.7% in the years ended
March 31, 2002 and 2001, respectively, primarily due to growth in the mobile market and the introduction of Cell C in the 2002
financial year. Operating revenue from our data services included R368 million, R355 million and R324 million in revenue received
by our fixed-line business from Vodacom in the years ended March 31, 2002, 2001 and 2000, respectively. Fifty percent of these
amounts were attributable to our interest in Vodacom and were eliminated from the Telkom Group’s revenue in consolidation.

For a discussion of our data services, see “Business — Fixed-line communications — Products and services — Data
communications services” beginning on page 99 of this prospectus.

Directories and other services. Revenue from directories and other services increased 5.5% and 3.0% in the years ended
March 31, 2002 and 2001, respectively. These increases were due to increases in directory services revenue from Telkom Directory
Services as a result of increased marketing efforts resulting in increased spending on advertising by existing customers and
additional advertising revenue from new customers.

Fixed-line operating expenses

The following table shows the operating expenses of our fixed-line segment broken down by expense category as a percentage of
total revenue and the percentage change by operating expense category for the periods indicated.

Fixed-line operating expenses

Year ended March 31,
2000 2001 2002
% of % of % of 2001/2000 2002/2001
ZAR  revenue ZAR  revenue ZAR revenue % change Y%change

(in millions, except percentages)

Employee expenses . . . . 7,396 31.0 6,123 23.2 6,011 23.6 (17.2) 8.0
Payments to other network

operators . . . . . .. ... 5412 22.7 6,136 232 6,759 242 13.4 10.2
Selling, general and

administrative expenses . . 3,141 13.2 3,462 13.1 4,510 16.1 10.2 30.3
Services rendered . . . . . 1,414 5.9 1,507 5.7 2,138 7.6 6.6 41.9
Operating leases . . . . . . 295 1.3 1,218 4.6 1,148 4.1 312.9 (5.7)
Depreciation and

amortization . . . ... .. 3,625 15.2 4,234 16.0 4,363 15.6 16.8 3.0

Fixed-line operating
expenses . . .. ...... 21,283 89.3 22,680 85.8 25,529 91.3 6.6 12.6

63



Employee expenses. The following table sets forth information related to our employee expenses for the periods indicated.

Fixed-line employee expenses

Year ended March 31, 2001/2000  2002/2001

2000 2001 2002 % change % change

(ZAR millions, except percentages and average number of employees)

Salaries and wages . . . . ... ... ... 4,562 4,336 4,323 (5.0) (0.3)
Benefits . . ... ... Lo 3,031 2,300 2,507 (24.1) 9.0
Employee retrenchment expenses . . . . . . ... .. 303 132 373 (56.4) 182.6
Employee related expenses capitalized . . ... ... (500) (645) (592) 29.0 (8.2)
Employee expenses . . . . ... ... ........ 7,396 6,123 6,611 17.2) 8.0
Number of fixed-line employees

(atperiodend)' . . ... ... ............ 49,766 44,459 40,030 (10.7) (10.0)

! Includes employees of Swiftnet and Telkom Directory Services.

Employee expenses increased 8.0% in the year ended March 31, 2002 primarily due to a one-time actuarial, settlement and
curtailment gain recognized in benefits in the 2001 financial year that reduced benefit expenses in that year. Excluding the one-time
actuarial, settlement and curtailment gain described below, employee expenses increased 1.0% in the 2002 financial year due to an
increase in employee retrenchment costs which offset lower employee related expenses capitalized and lower salaries and wages. In
the 2001 financial year, employee expenses decreased 17.2% primarily due to a one-time actuarial, settlement and curtailment gain
recognized in benefits, lower salaries and wages, and lower employee retrenchment expenses. Excluding the one-time actuarial,
settlement and curtailment gain in the 2001 financial year, employee expenses decreased 11.5%.

Salaries and wages remained relatively constant in the year ended March 31, 2002. The decrease in the number of employees in
the 2002 financial year as a result of our staff reduction program, was offset by a 7.5% increase in base salaries and wages pursuant
to collective bargaining agreements during the year. Salaries and wages decreased 5.0% in the year ended March 31, 2001 primarily
due to reduced numbers of employees as a result of our staff reduction program, partially offset by a 7.5% increase in base salaries
and wages pursuant to collective bargaining agreements during the year.

Benefits increased 9.0% and decreased 24.1% in the years ended March 31, 2002 and 2001, respectively. In the year ended
March 31, 2001, we stopped offering post-retirement medical benefits to new employees and reached agreements with certain
existing employees to buy-out their future post-retirement medical entitlements. This resulted in a reduction in our liability for post-
retirement benefits and a one-time actuarial, settlement and curtailment gain of R425 million recognized in benefits in the 2001
financial year. Excluding the gain in the 2001 financial year, benefit expense decreased 8.0% and 10.1% in the years ended
March 31, 2002 and 2001, respectively, due to reductions in the number of employees.

Employee retrenchment expenses increased significantly in the year ended March 31, 2002 as significantly higher salaried
employees with longer service tenure were retrenched. Employee retrenchment expenses decreased significantly in the year ended
March 31, 2001 primarily due to a 60.6% decrease in the number of employees retrenched compared to the 2000 financial year. We
retrenched 11,070 employees in the 2000 financial year compared to 4,362 employees in the 2001 financial year and 2,960 in the
2002 financial year. For additional information related to our fixed-line employee numbers, see “Business —Fixed-line
communications — Employees” beginning on page 111 of this prospectus.

Employee related expenses capitalized decreased 8.2% in the year ended March 31, 2002 primarily due to reduced capital
expenditures and the greater use of external contractors in the 2002 financial year. Employee related expenses capitalized increased
29.0% in the year ended March 31, 2001 primarily due to an increased number of capital projects completed by employees in lieu
of external contractors.
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Payments to other network operators. The following table sets forth information related to our payments to other network
operators for the periods indicated.
Fixed-line payments to other network operators

Year ended March 31,

2000 2001 2002
- - - 2001/2000 2002/2001
ZAR ZAR ZAR % change % change

(in millions, except percentages)

Payments to mobile communications network operators 4,308 4,883 5,309 13.3 8.7
Payments to international network operators . . . . . 1,104 1,253 1,450 13.5 15.7
Payments to other network operators . ... ... 5,412 6,136 6,759 134 10.2

Payments to other network operators increased 10.2% and 13.4% in the years ended March 31, 2002 and 2001, respectively. The
increase in the 2002 financial year was primarily due to increased termination rates from November 2001 pursuant to our amended
interconnection agreements with the mobile operators, increases in the Rand value of international settlement rates due to the
decline in the value of the Rand against the SDR and increased international interconnection traffic. The increase in the 2001
financial year was primarily due to the substantial increase in fixed-to-mobile traffic, increased Rand denominated termination and
transit settlement rates and increased international interconnection traffic.

Payments to other network operators include payments made by our fixed-line business to Vodacom, which were R2,968 million
in the year ended March 31, 2002, R2,772 million in the year ended March 31, 2001 and R2,406 million in the year ended
March 31, 2000. Fifty percent of these amounts were attributable to our interest in Vodacom and were eliminated from the Telkom
Group’s expenses in consolidation.

Selling, general and administrative expenses. The following table sets forth information related to our fixed-line selling, general
and administrative expenses for the periods indicated.

Fixed-line selling, general and administrative expenses

Year ended March 31,

2000 2001 2002
- - - 2001/2000 2002/2001
ZAR ZAR ZAR % change % change

(in millions, except percentages)

Materials and maintenance . . . . . . .. ... ... 1,986 1,962 2,093 (1.2) 6.7
Marketing . . . .. ... Lo 284 335 346 18.0 33
Baddebts . . ... ... ... ... ... ... 560 671 965 19.8 43.8
Asset write-offs . . .. ..o - 230 445 - 93.5
Other . . ... ... . ... ... ... 311 264 661 (15.1) 150.4
Selling, general and administrative expenses . . . . 3,141 3,462 4,510 10.2 30.3

Selling, general and administrative expenses increased 30.3% in the year ended March 31, 2002 primarily due to Telcordia asset
write-offs, provisions for our arbitration proceedings with Telcordia and increased bad debts. Selling, general and administrative
expenses increased 10.2% in the year ended March 31, 2001 primarily due to asset write-offs related to our Telcordia dispute and
other software and increased bad debts. Selling, general and administrative expenses in the 2000 financial year included a profit
from the sale of our vehicle fleet in that year.

Materials and maintenance expenses increased 6.7% in the year ended March 31, 2002 in line with increased revenue. Materials
and maintenance expenses decreased 1.2% in the year ended March 31, 2001 as a result of improved materials management through
centralized stockrooms and improved network efficiencies. Our network efficiencies improved as a result of a significant increase in
digitization and the benefits derived from the establishment of our national network operations center, which is capable of
monitoring our core network and coordinating and dispatching all of our core network repair personnel from one control point. Our
national network operations center has improved the monitoring of our network resulting in an improvement in maintenance and
repair activities and lower costs.

Bad debts increased 43.8% and 19.8% in the years ended March 31, 2002 and 2001, respectively. We implemented a new
receivables aging system during the 2001 financial year. The increase in the 2001 financial year was due to the write-off of bad
debts as a result of better aging information obtained from the new system. The increase in the 2002 financial year was due to
stricter bad debt provisioning based on information obtained from a full year’s implementation of our new receivables aging system.
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Asset write-offs increased significantly in the years ended March 31, 2002 and March 31, 2001. The changes were due to write-
offs of Telcordia related assets in both years and the write-off of assets associated with customer billing systems in the 2001

financial year.

Other expenses in the 2002 financial year were impacted by the inclusion of a R375 million provision related to the Telcordia
dispute in that financial year and were impacted in the 2000 financial year by the inclusion of a profit of R468 million from

the sale of our vehicle fleet in that year.

Services rendered. The following table sets forth information relating to services rendered expenses for the periods indicated.

Fixed-line services rendered

Year ended March 31,
ﬂ ﬂ ﬂ 2001/2000 2002/2001
ZAR ZAR ZAR % change % change
(in millions)
Property management . . . .. ... ... ... ... - 370 1,096 - 196.2
Consultants and security . . . . ... ... ... ... 1,414 1,137 1,042 (19.6) (8.4)
Servicesrendered . . . . .. ... ... ....... 1,414 1,507 2,138 6.6 41.9

Property management expenses increased significantly in both the 2002 and 2001 financial years, as a result of our outsourcing
program. Outsourcing resulted in decreased operating expenses in other categories where these operations were previously included,
such as employee expenses. Consultants and security payments decreased 8.4% and 19.6% in the years ended March 31, 2002 and
2001, respectively, due to fewer consultants in both years as a result of our cost-saving efforts and lower payments to our strategic
equity investors in the 2002 financial year. Consultants and security payments include R219 million, R260 million and R260 million
of fees paid to our strategic equity investor, Thintana Communications, in the years ended March 31, 2002, 2001 and 2000,
respectively, pursuant to our strategic services agreement. A portion of payments made to Thintana Communications relate to
projects and have been capitalized.

Operating leases. Operating leases decreased 5.7% in the year ended March 31, 2002 due to a decrease in vehicle lease costs
because of a reduction in the fleet from 18,686 vehicles at March 31, 2001 to 16,627 vehicles at March 31, 2002. Operating lease
expenses increased significantly in the year ended March 31, 2001 primarily due to the sale and leaseback of our motor vehicle fleet
in March 2000.

Depreciation and amortization. Depreciation and amortization increased 3.0% and 16.8% in the years ended March 31, 2002
and 2001, respectively, primarily due to investment in our fixed-line network modernization and line roll-out and investment in
support equipment and software for our national network operations center. Capital investment in the 2002 financial year shifted to
assets with shorter useful lives as our capital expenditure program shifted from network rollout to network support and
infrastructure.

Fixed-line operating profit

The following table shows information related to the operating profit and EBITDA for our fixed-line segment for the periods
indicated.
Fixed-line operating profit

Year ended March 31,
2 2001 2002
ﬂ ﬂ ﬂ 2001/2000 2002/2001
ZAR ZAR ZAR % change % change
(in millions, except percentages)

Operating profit (ZAR) . . . . ... ... ... ... 2,555 3,759 2,447 47.1 (34.9)
Operating margin (%) . . . . . ... ... ... ... 10.7 14.2 8.8
EBITDA (ZAR)' . . . . ... .. .. ... ...... 6,180 7,993 6,810 29.3 (14.8)
EBITDA margin (%) . . . . . . . .. ... ... ... 25.9 30.2 24.3

"' Our fixed-line EBITDA represents fixed-line operating profit before income tax, finance charges, investment income and depreciation and

amortization. We believe that EBITDA provides meaningful additional information to investors since it is widely accepted by analysts and
investors as a basis for comparing a company’s underlying operating profitability with that of other companies as it is not influenced by past
capital expenditures or business acquisitions, a company’s capital structure or the relevant tax regime. This is particularly the case in a capital-
intensive industry such as communications. It is also a widely accepted indicator of a company’s ability to service its long-term debt and other
fixed obligations and to fund its continued growth. EBITDA is not a US GAAP or IAS measure. You should not construe EBITDA as an
alternative to operating profit or cash flows from operating activities determined in accordance with US GAAP or IAS or as a measure of
liquidity. EBITDA is not defined in the same manner by all companies and may not be comparable to other similarly titled measures of other
companies unless the definition is the same.
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Fixed-line operating profit decreased 34.9% in the year ended March 31, 2002 primarily due to increased services rendered
expense as a result of the outsourcing of our property management operations, payments to other operators, provisions for potential
damages related to our dispute with Telcordia, bad debts, employee retrenchment expenses related to headcount reductions and
write-offs of Telcordia assets. Fixed-line operating profit increased 47.1% in the year ended March 31, 2001 primarily due to higher
operating revenue as a result of increased tariffs and fixed-to-mobile traffic and lower employee expenses, partially offset by
increased operating lease expense as a result of the sale and leaseback of our motor vehicle fleet in March 2000, payments to other
operators, depreciation and write-offs of Telcordia assets and other software.

Mobile segment

The following table shows information related to our 50% share of Vodacom’s operating revenue and operating profit broken
down by Vodacom’s South African operations and operations in other African countries for the periods indicated. All amounts in
this table and the discussion of our mobile segment that follows represent 50% of Vodacom’s results of operations unless otherwise
stated and are before the elimination of intercompany transactions with us.

Mobile operating revenue and profits

Year ended March 31,
2000 2001 2002
% of % of % of 2001/2000 2002/2001
ZAR total ZAR total ZAR total % change Y% change

(in millions, except percentages)

Operating revenue . . . . 4,786 100.0 6,638 100.0 8,075 100.0 38.7 21.6
South Africa . . ... ... 4,767 99.6 6,546 98.6 7,705 95.4 37.3 17.7
Other African . . ... .. 19 0.4 92 14 370 4.6 384.2 302.2
Operating profit' . . . . . 1,182 100.0 1,277 100.0 1,816 100.0 8.0 42.2
South Africa . . .. .... 1,179 99.8 1,293 101.3 1,775 97.7 9.7 37.3
Other African . . . .. .. 3 0.2 (16) (1.3) 41 23 (633.3) 356.3
EBITDA* . ... ... .. 1,731 100.0 2,095 100.0 2,851 100.0 21.0 36.1

Certain of Vodacom’s operating expense items have been reclassified in the consolidation of the Telkom Group. As a result, operating profit
in Vodacom’s consolidated financial statements is not prepared on a consistent basis with operating profit in the Telkom Group’s mobile segment.

2 Our mobile EBITDA comprises our 50% share of Vodacom’s EBITDA, which represents mobile operating profit before income tax, finance
charges, investment income and depreciation and amortization. We believe that EBITDA provides meaningful additional information to investors
since it is widely accepted by analysts and investors as a basis for comparing a company’s underlying operating profitability with that of other
companies as it is not influenced by past capital expenditures or business acquisitions, a company’s capital structure or the relevant tax regime.
This is particularly the case in a capital-intensive industry such as communications. It is also a widely accepted indicator of a company’s ability
to service its long-term debt and other fixed obligations and to fund its continued growth. EBITDA is not a US GAAP or IAS measure.

You should not construe EBITDA as an alternative to operating profit or cash flows from operating activities determined in accordance with

US GAAP or IAS or as a measure of liquidity. EBITDA is not defined in the same manner by all companies and may not be comparable to other
similarly titled measures of other companies unless the definition is the same. Mobile EBITDA includes a net gain of R28 million, a net loss of
R107 million and a net gain of R65 million in 2002, 2001 and 2000 financial years, respectively, for our 50% share of Vodacom’s integration
costs, disposals of operations and impairments.
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Mobile operating revenue

The following table shows our 50% share of Vodacom’s revenue broken down by major business area and as a percentage of

total operating revenue for our mobile segment and the percentage change by business area for the periods indicated.

Mobile operating revenue

Year ended March 31,
2000 2001 2002
% of % of % of 2001/2000 2002/2001
ZAR total ZAR total ZAR total % change %change
(in millions, except percentages)
Airtime . . ... ... .. 2,660 55.6 3,628 54.6 4,743 58.7 36.4 30.7
Interconnection . . . . .. 1,291 27.0 1,630 24.6 2,150 26.6 26.3 31.9
Equipment sales . . . . .. 638 133 1,021 15.4 814 10.1 60.0 (20.3)
International services . . . 146 3.1 130 2.0 151 1.9 (11.0) 16.2
Other sales and services . . 51 1.0 229 34 217 2.7 349.0 5.2)
Mobile operating
revenue . . ... ..... 4,786 100.0 6,638 100.0 8,075 100.0 38.7 21.6

The following table sets forth non-financial operational data of Vodacom for the periods indicated. The amounts stated for
customers and traffic minutes reflect 100% of Vodacom’s customers and traffic minutes.

Year ended March 31, 20012000  2002/2001
2000 2001 2002 % change % change
South Africa
Customers (thousands) (at period end)' . . . . .. 3,069 5,108 6,557 66.4 28.4
Contract . . . . . . . . ... ... 963 1,037 1,090 7.7 5.1
Prepaid . .. ... ... ... .. ... .. ..., 2,082 4,046 5,439 94.3 34.4
Community services . . . . . . ... ....... 24 25 28 4.2 12.0
Traffic minutes (millions of minutes)* . . . . . . . . 5,669 7,472 8,881 31.8 18.9
Outgoing . . . . . ..o 2,885 4,052 4,967 40.5 22.6
Incoming (Interconnection) . . . . ... ...... 2,784 3,420 3,914 22.8 14.4
MOU (minutes)® . . . . . . . . .. ... ... 158 137 111 (13.3) (19.0)
Contract . . . . . . .. ... ... ... ..., 274 270 264 (1.5) 2.2)
Prepaid . . ... ... ... ... ... ... 90 70 58 (22.2) (17.1)
Community services . . . . . ... ... ..... 1,593 2,859 3,354 79.5 17.3
ARPU (ZAR)*® . . . . ... .. 266 208 182 (21.8) (12.5)
Contract® . . . . . . ... ... 481 493 560 2.5 13.6
Prepaid . . ... ... ... ... ... ... 132 98 93 (25.8) 5.1
Community services . . . . . . ... ... .... n/a 1,453 1,719 - 18.3
Churn (%)° . .. ... .. ... ... ... ... 31.8 23.3 27.2 (26.7) 16.7
Contract . . . . . . .. ... .. ... .. .. ... 17.4 18.7 14.5 7.5 (22.5)
Prepaid . . ... ... ... ... ... .. .. 40.5 24.8 30.1 (38.8) 214
Other African countries
Customers (thousands) (at period end)! . ..... 12 104 306 766.7 194.2
Lesotho . ... ... ... ... .. ... . .... 12 22 57 83.3 159.1
Tanzania . . .. ... ... ... .......... n/a 82 228 n/a 178.0
Democratic Republic of the Congo . . . . . . . .. n/a n/a 21 n/a n/a
ARPU*
Lesotho (ZAR) . . . ... ... ... ... .... n/a n/a 144 n/a n/a
Tanzania (USD) . . ... ... ... ........ n/a 31 27 n/a (12.9)
Democratic Republic of the Congo (USD) . . . . . n/a n/a n/a n/a n/a

Customer totals are based on the total number of customers registered on Vodacom’s network, which have not been disconnected, including

inactive customers, as of the end of the period indicated. 13.9% of Vodacom’s total reported customers, 15.9% of its prepaid customers and 3.8%
of its contract customers in South Africa were inactive as of March 31, 2002. See “Business — Mobile communications — South Africa —
Customers” on page 115 of this prospectus for a discussion of Vodacom’s procedures with respect to disconnections and inactive customers.

calls to free services, but excluding national and incoming international roaming calls.
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Vodacom’s MOU is calculated by dividing the average monthly minutes during the period by the average monthly total reported customer base
during the period. MOU excludes calls to free services, bundled minutes and data minutes.

ARPU is calculated by dividing the average monthly revenue during the period by the average monthly total reported customer base during the
period. ARPU excludes revenues from equipment sales, other sales and services and revenues from international users roaming on Vodacom’s
networks.

Value added service revenue from previously partially owned service providers is included in contract and total average monthly revenue per
customer from October 1, 2001, at which time Vodacom consolidated these previously partially owned service providers.

Churn is calculated by dividing the average monthly total number of disconnections during the period by the average monthly total reported
customer base during the period.

Vodacom’s operating revenue increased 21.6% and 38.7% in the years ended March 31, 2002 and 2001, respectively, primarily
due to customer growth. The increase in Vodacom’s operating revenue in the 2002 financial year was partially offset by a decrease
in equipment sales. The 60.0% increase in equipment sales in 2001 contributed marginally to the significant growth in 2001.
Vodacom’s revenues from operations outside of South Africa increased to R370 million in the year ended March 31, 2002 from
R92 million in the year ended March 31, 2001 and R19 million in the year ended March 31, 2000. The increases were due to a
substantial increase in the number of customers in Vodacom’s Tanzania and Lesotho operations. Revenue from Vodacom’s
operations outside of South Africa as a percentage of Vodacom’s total mobile operating revenue increased to 4.6% in the year ended
March 31, 2002 from 1.4% in the year ended March 31, 2001 and 0.4% in the year ended March 31, 2000.

In South Africa, Vodacom’s total ARPU decreased 12.5% and 21.8% in the years ended March 31, 2002 and 2001, respectively,
primarily due to the increase in the percentage of prepaid customers in Vodacom’s total customer base from 68% as of March 31,
2000 to 79% as of March 31, 2001 and 83% as of March 31, 2002 and the decrease in average prepaid ARPUs. Prepaid customers
on average tend to use fewer minutes and generate lower revenue than contract customers. As a result, average monthly minutes per
customer and ARPU are lower for prepaid customers. Vodacom’s contract ARPU increased 13.6% and 2.5% in the years ended
March 31, 2002 and 2001, respectively. Prepaid ARPU decreased 5.1% and 25.8% in the years ended March 31, 2002 and 2001,
respectively, primarily due to a decrease in average monthly minutes per prepaid customer as newer prepaid customers tend to be in
lower income tiers. Vodacom expects that the decline in its total ARPU in recent years will stabilize in the future based on the
impact of new, higher ARPU prepaid products, such as 4U, the continued growth in contract ARPU and slower growth rates in
overall customers.

Service providers in South Africa generally subsidize handset sales for contract customers. Handsets for prepaid customers are
not subsidized. Subsidized handset sales give customers an incentive to switch operators to obtain new handsets and have
contributed to high churn rates in South Africa. Vodacom’s churn rate of contract customers decreased to 14.5% in the year ended
March 31, 2002 from 18.7% in the year ended March 31, 2001 primarily due to a revised equipment upgrade policy and a greater
focus on retention. Vodacom’s churn rate for prepaid customers increased to 30.1% in the year ended March 31, 2002 from 24.8%
in the year ended March 31, 2001 primarily due to a more competitive market and lower barriers to entry for prepaid customers. For
a discussion of Vodacom’s churn rate, see “Business — Mobile communications — South Africa — Customers” on page 115 of this
prospectus.

Airtime. Vodacom’s airtime revenue increased 30.7% and 36.4% in the years ended March 31, 2002 and 2001, respectively,
primarily due to the increase in the number of Vodacom’s customers, and, to a lesser extent, standard tariff increases that were on
average below inflation in South Africa. Customers increased 31.7% and 69.2% in the years ended March 31, 2002 and 2001,
respectively, primarily due to strong prepaid customer growth in South Africa and significant customer growth in Vodacom’s
operations outside of South Africa. New product and services also had a substantial role in Vodacom’s customer growth for the year
ended March 31, 2002. Vodacom connected over 1.3 million 4U customers in the first six months of launching 4U, its prepaid SMS
and per second billing product, a portion of which were migrated from existing prepaid customers.

For a discussion of Vodacom’s customers and traffic see “Business — Mobile communications — South Africa — Customers” on
page 115 of this prospectus and “Business — Mobile communications — South Africa — Traffic” on page 116 of this prospectus.

Vodacom’s mobile data revenue was R400 million in the year ended March 31, 2002, 50% of which is included in the Telkom
Group’s revenue. Vodacom’s SMS traffic increased over the period primarily due to new packages and services such as
4U which is priced to encourage SMS usage. In the year ended March 31, 2002, Vodacom transmitted 911 million SMSs over its
network and averaged 13.5 SMSs per customer per month.

Interconnection. Vodacom’s interconnection revenue increased 31.9% and 26.3% in the years ended March 31, 2002 and 2001,
respectively, primarily due to an increase in the number of calls terminating on Vodacom’s network as a result of the increased
number of Vodacom’s customers and South African mobile users generally during the periods. Interconnection revenue in our
mobile segment included R1,484 million, R1,386 million and R1,203 million in the years ended March 31, 2002, 2001 and 2000,
respectively, for services received from our fixed-line business, which were eliminated from the Telkom Group’s revenue in
consolidation.

Equipment sales. Vodacom’s revenue from equipment sales decreased 20.3% in the year ended March 31, 2002 primarily due to
external service providers obtaining an increasing number of handsets from third parties and a marginal decrease in the cost of
handsets. Vodacom’s revenue from equipment sales increased 60.0% in the year ended March 31, 2001 primarily due to the rapid
increase in the number of new Vodacom customers.
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International services. Vodacom’s revenue from international services increased 16.2% in the year ended March 31, 2002,
primarily due to increased call activity and exchange rate fluctuations in 2002. Vodacom’s revenue from international services
decreased 11.0% in the year ended March 31, 2001, primarily due to changes in traffic patterns.

Other. Vodacom’s other revenue decreased 5.2% in the year ended March 31, 2002 primarily due to the sale of non-core assets.
Vodacom’s other revenue increased significantly in the year ended March 31, 2001 primarily due to the growth of these non-core
businesses and the inclusion of the Teljoy television rental business in Vodacom’s revenues in the 2001 fiscal year.

Mobile operating expenses

The following is a discussion of our mobile segment’s operating expenses which are comprised of our 50% interest in
Vodacom’s operating expenses. Vodacom’s operating expense line items are presented in accordance with the line items reflected in
the Telkom Group’s consolidated operating expenses, which are different from the operating expense line items contained in
Vodacom’s consolidated financial statements. The following table shows our 50% share of Vodacom’s operating expenses and the
percentage change for the periods indicated.

Year ended March 31,
ﬂ ﬂ ﬂ 2001/2000 2002/2001
ZAR ZAR ZAR % change % change

(in millions, except percentages)

Employee expenses . . . . . .. ... ... ... .. 324 475 568 46.6 19.6
Payments to other network operators . . . . ... .. 196 411 689 109.7 67.6
Selling, general and administrative expenses . . . . . 2,320 3,389 3,674 46.1 8.4
Servicesrendered . . . ... ... ... L. 25 32 56 28.0 75.0
Operating leases . . . . . .. .. ... ... ..... 189 236 237 24.9 0.4
Depreciation and amortization . . . . . . ... .. .. 550 818 1,035 48.7 26.5
Mobile operating expenses . . . . . ... ... ... 3,604 5,361 6,259 48.8 16.8

Employee expenses. Vodacom’s employee expenses increased 19.6% and 46.6% in the years ended March 31, 2002 and 2001,
respectively, primarily due to increased bonuses and incentives and, to a lesser degree, the growth of Vodacom’s operations in South
Africa and expansion outside of South Africa. The increases were also due to an overall increase in average salaries for employees
of 10.0% in the 2002 financial year and 8.0% in the 2001 financial year. The number of employees increased 4.4% and 1.9% in the
years ended March 31, 2002 and 2001, respectively. Employee productivity, as measured by customers per employee, increased
29.3% to 1,577 customers per employee as of March 31, 2002 and 62.0% to 1,220 customers per employee as of March 31, 2001
from 753 customers per employee as of March 31, 2000.
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Payments to other network operators. Vodacom’s payments to other network operators increased significantly in both the years
ended March 31, 2002 and 2001, as a result of increased outgoing traffic in line with increased customer growth and, to a lesser
degree, the increase in interconnection tariffs under Vodacom’s interconnection agreements from November 2001 for traffic
terminating on other mobile networks and our fixed-line network. Payments to other network operators also increased due to the

increasing amount of outgoing traffic terminating on the other mobile networks, rather than our fixed-line network, as the cost of

terminating calls on other mobile networks is higher than calls terminating on our fixed-line network.

Payments to other network operators in our mobile segment included R153 million, R149 million and R139 million in the years
ended March 31, 2002, 2001 and 2000, respectively, for interconnection fees paid to our fixed-line segment, which were eliminated
from the Telkom Group’s operating expenses in consolidation.

Selling, general and administrative expenses. The following table sets forth information related to our 50% share of Vodacom’s

selling, general and administrative expenses for the periods indicated.

Mobile selling, general and administrative expenses

Year ended March 31,
2 2001 2002
ﬂ ﬂ ﬂ 2001/2000 2002/2001
ZAR ZAR ZAR % change % change
(in millions, except percentages)

Selling, distribution and other . . . . ... ... ... 1,940 2,782 3,216 43.4 15.6
Marketing . . . ... ... 298 257 271 (13.8) 54
Regulatory and license fees . . . .. ... ... ... 136 165 192 21.3 16.4
Baddebts . . ... ... . ... 11 78 23 609.1 (70.5)
Asset write-offs . . . . ... ... L. (65) 107 (28) (264.6) (126.2)
Selling, general and administrative expenses . . . . 2,320 3,389 3,674 46.1 8.4

Vodacom’s selling, general and administrative expenses increased 8.4% and 46.1% in the years ended March 31, 2002 and 2001,
respectively, primarily due to an increase in selling, distribution and other expenses to support the growth in operations. Selling,
distribution and other expenses include cost of goods sold, commissions, subscriber acquisition and retention expenses and
distribution expenses. The increase in selling and distribution expenses over the three year period was directly related to the
increase in operating revenue. The increase in regulatory and license fees during the same period was also directly related to the
increase in operating revenues. The increase in bad debts in the 2001 financial year was primarily due to Vodacom’s restructuring of
its service providers and the subsequent write-off of debtors.

Services rendered. Services rendered increased 75.0% in the year ended March 31, 2002 primarily due to an increase in support
services for Vodacom’s other African operations and an increase in information technology costs due to expansion and upgrades.
Vodacom’s services rendered increased 28.0% in the year ended March 31, 2001 primarily due to the start up nature of its
expansion into other African countries as well as the installation of a new accounting system.

Operating leases. Vodacom’s operating leases remained relatively constant in the year ended March 31, 2002 and increased
24.9% in the year ended March 31, 2001. The increase in the 2001 financial year was primarily due to increases in GSM
transmission lines leased and increases in the number of base stations in both South Africa and other African operations.

Operating leases in our mobile segment included R184 million, R178 million and R162 million in the years ended March 31,
2002, 2001 and 2000, respectively, for operating lease payments to our fixed-line segment, which were eliminated from the Telkom
Group’s operating expenses in consolidation.

Depreciation and amortization. Vodacom’s depreciation and amortization increased 26.5% and 48.7% in the years ended March 31,
2002 and 2001, respectively. The increases were primarily the result of depreciation and amortization of capital expenditures Vodacom
incurred in building out its network in South Africa and other sub-Saharan African countries, offset by a decrease in the amortization of
intangible assets as a result of the sale of Teljoy Holdings (Proprietary) Limited and Vodacom World Online Holdings (Proprietary)
Limited and the elimination of related goodwill from its balance sheet.
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Mobile operating profit

The following table shows information related to the operating profit and EBITDA for our mobile segment, which comprises
50% of Vodacom’s results for the periods indicated.

Mobile operating profit

Ye March 31

ear ended March 31, 2001/2000  2002/2001
2000 2001 2002 % change % change

(in millions, except percentages)

Operating profit (ZAR) . . .. ... ... ... ... 1,182 1,277 1,816 8.0 42.2

Operating margin (%) . . . . . ... ... ... ... 24.7 19.2 22.5

EBITDA (ZAR)' . . . ... ... . . . . ... ... 1,731 2,095 2,851 21.0 36.1

EBITDA margin (%) . . . . . . . .. ... .. .... 36.2 31.6 353

" Our mobile EBITDA comprises our 50% share of Vodacom’s EBITDA, which represents mobile operating profit before income tax, finance

charges, investment income and depreciation and amortization. We believe that EBITDA provides meaningful additional information to investors
since it is widely accepted by analysts and investors as a basis for comparing a company’s underlying operating profitability with that of other
companies as it is not influenced by past capital expenditures or business acquisitions, a company’s capital structure or the relevant tax regime.
This is particularly the case in a capital-intensive industry such as communications. It is also a widely accepted indicator of a company’s ability
to service its long-term debt and other fixed obligations and to fund its continued growth. EBITDA is not a US GAAP or IAS measure.

You should not construe EBITDA as an alternative to operating profit or cash flows from operating activities determined in accordance

with US GAAP or IAS or as a measure of liquidity. EBITDA is not defined in the same manner by all companies and may not be comparable

to other similarly titled measures of other companies unless the definition is the same. Mobile EBITDA includes a net gain of R28 million,

a net loss of R107 million and a net gain of R65 million in 2002, 2001 and 2000 financial years, respectively, for our 50% share of Vodacom’s
integration costs, disposals of operations and impairments.

Mobile operating profit increased 42.2% and 8.0% in the years ended March 31, 2002 and 2001, respectively, primarily due to
the significant growth in mobile customers and traffic over the period. Operating profit as a percentage of revenue increased
from 19.2% in the year ended March 31, 2001 to 22.5% in the year ended March 31, 2002.

Group liquidity and capital resources
Cash flows

The following table shows information regarding our consolidated cash flows for the periods indicated.

Six months ended

Year ended March 31, September 30,
2000 2001 2002 2001 2002 Six months
2001/2000  2002/2001 2002/2001
ZAR ZAR ZAR % change % change ZAR ZAR % change
(unaudited)
(in millions, except percentages)

Cash flows from operating activities . . 4,917 6,165 8,171 25.4 32.5 3,301 3,462 4.9
Cash flows used in investing activities . (9,107) (9,964) (9,294) 9.4) 6.7 (3,653) (2,453) 32.8
Cash flows from/(used in) financing
activities . . . . . ... ... ... 5,051 3,439 110 (31.9) (96.8) 973) (1,178) 21.1
Net increase/(decrease) in cash and
cash equivalents . ... ...... .. 861 (360) (1,013) (141.8) 181.4 (1,325) (169) (87.2)
Effect of foreign exchange rate
differences . . . . ... ... ... ... - - 48 - - 2 (12) -
Net cash and cash equivalents at the
beginning of theyear . . . . ... ... 366 1,227 867 235.2 (29.3) 867 (98) (111.3)
Net cash and cash equivalents at the
end of theyear . ... ...... ... 1,227 867 98) (29.3) (111.3) (456) (279) (38.8)

Cash flows from operating activities

Our primary sources of liquidity are cash flows from operating activities and borrowings. In the future, we intend to fund our
expenses, indebtedness and working capital requirements from our operations and from capital raised in the markets. Cash flows
from operating activities increased 4.9% in the six months ended September 30, 2002 compared to the six months ended
September 30, 2001 due to increased receipts from customers and improved credit management and cash management. Cash flows
from operating activities increased over the three year period by 32.5% in the 2002 financial year and 25.4% in the 2001 financial
year due to increased receipts from customers and improved credit management and cash management. Finance charges decreased
in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 while taxation increased.

Cash flows used in investing activities

Cash flows used in investing activities relate primarily to investments in our fixed-line network and our 50% share of Vodacom’s
investments in its mobile networks in South Africa and other African countries. Cash flows used in investing activities decreased
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32.8% in the six months ended September 30, 2002 compared to the six months ended September 30, 2001 primarily due to the
decrease in capital expenditure for our fixed-line roll-out and, to a lesser extent, due to a decrease in Vodacom’s capital expenditure.
Cash flows used in investing activities decreased 6.7% in the year ended March 31, 2002 largely for the same reasons.

Cash flows used in investing activities increased 9.4% in the year ended March 31, 2001 compared to the six months ended
September 30, 2001 primarily due to increases in fixed-line capital expenditures for operational support systems as we completed
the roll-out of our fixed-line network and our 50% share of Vodacom’s capital expenditure. These increases were offset by proceeds
of R804 million from the sale and leaseback of non-core activities in the year ended March 31, 2000.

Cash flows from/(used in) financing activities

Cash flows from financing activities are primarily a function of borrowing activities. In the six months ended September 30, 2002,
loans repaid and the increase in interest-bearing investments exceeded loans raised and finance leases by R1,178 million. We repaid a
net of R804 million of commercial paper bills and a R200 million 12.5% coupon, unsecured loan stock due April 15, 2002 in the six
months ended September 30, 2002. A $58 million credit facility was extended to Vodacom Congo during that period by an external
consortium. Telkom’s 50% share of this credit facility is R150 million.

In the six months ended September 30, 2001, loans repaid exceeded loans raised and the decrease in interest-bearing investments
by R973 million. We repaid a $185 million syndicated loan, a $150 million syndicated loan and a $250 million syndicated loan
during the six months ended September 30, 2002. We issued a net of R1,456 million of commercial paper bills and issued
R2,300 million aggregate principal amount of 10.75% bonds due 2003.

In the 2002 financial year, loans raised and the decrease in interest-bearing investments exceeded loans repaid by R110 million.
We repaid a $185 million syndicated loan, a $150 million syndicated loan and a $250 million syndicated loan in the 2002 financial
year. We also repaid a net R392 million of commercial paper bills during the year. We decreased our interest bearing investments
including repurchase agreements and bills of exchange by R865 million. During the 2002 financial year we issued R2,300 million
aggregate principal amount of 10.75% bonds due 2003 and R1,500 million aggregate principal amount of 10.5% bonds due 2006.

In the 2001 financial year, loans raised exceeded loans repaid and the increase in interest-bearing investments by R3,439 million.
We issued Euro 500 million aggregate principal amount of 7.125% bonds due 2005, R1,350 million aggregate principal amount of
zero coupon private placement bonds due 2010, R2,700 million aggregate principal amount of 10.75% bonds due 2003 and we
entered into a R359 million loan from the European Investment Bank in the 2001 financial year. We repaid a net R3,815 million of
commercial paper bills in the 2001 financial year. We also increased our interest bearing investments including repurchase
agreements and bills of exchange by R613 million.

In the 2000 financial year, loans raised exceeded loans repaid and the increase in interest-bearing investments by R5,051 million.
We issued R1,500 million aggregate principal amount of 13% bonds due 2004, R200 million aggregate principal amount of 12.5%
loan stock due 2002, R2,500 million aggregate principal amount of 6% local bonds due 2020 and R430 million aggregate principal
amount of zero coupon loan stock due 2010 in the 2000 financial year. We issued a net R2,034 million of commercial paper bills in
the 2000 financial year. There were no significant redemptions during the year. We increased our interest bearing investments
including repurchase agreements and bills of exchange by R358 million.

Working capital

Telkom and its directors are of the opinion that the Telkom Group’s cash flows from operations, together with proceeds from the
sale of non-core assets and liquidity available under credit facilities and in the capital markets, will be sufficient to meet the Telkom
Group’s present working capital requirements for the twelve months following the date of this prospectus and that the Telkom
Group’s issued capital after the global offering will be adequate for the purposes of the Telkom Group’s business. Although the
Telkom Group had negative working capital in the six month periods ended September 30, 2002 and 2001 and the years ended
March 31, 2002, 2001 and 2000, our management believes that based on our historical results and operating cash flows, and our
ability to raise capital in the markets, we will be able to meet our liabilities as they arise for the twelve months following the date of
this prospectus.

Capital expenditures and investments

We have made significant capital expenditures in connection with our five year fixed-line network modernization and roll-out
program during the past three financial years. Similarly, Vodacom has made significant capital expenditures during the past three
financial years in building and upgrading its mobile network in South Africa and other African countries. The following table shows
the Telkom Group’s investments in property, plant and equipment excluding intangibles, including our 50% share of Vodacom’s
investments, for the periods indicated.
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Six months ended

Year ended March 31, September 30,
2000 2001 2002 2001 2002
m ZAR ZAR ZAR m
Amounts in accordance with IAS - (unaudited)

(in millions)
Group capital expenditure

Fixed-line . . .. ... ... ... ... .. ........ 8,468 8,297 6,962 2,630 1,487
Network modernization . . . . . ... ... ... ..... 1,244 1,209 2,192 733 371
Lineroll-out . . . . . ... ... ... ... ........ 4,230 3,994 1,769 849 318
Operational support systems . . . . . . .. ... ..... 2,194 2,453 2,369 791 743
Company support and other . . . . . .. ... ... .... 800 641 632 257 55
Mobile . . . . . ... 993 1,592 2,042 1,011 859
Total investment in property, plant and equipment . . . 9,461 9,889 9,004 3,641 2,346

In the future, we intend to selectively invest in our fixed-line segment on a smaller scale based on customer demand and economic
viability. Having substantially completed our fixed-line roll-out, we expect future fixed-line capital expenditures to be primarily for
improving the quality of our network and our operational support systems. Our consolidated capital expenditures in property, plant
and equipment for the 2003 financial year is budgeted to be R7.5 billion, of which R4.9 billion is budgeted to be spent in our fixed-
line segment and R2.6 billion is budgeted to be spent in our mobile segment, which is our 50% share of Vodacom’s capital
expenditure of R5.1 billion. Our consolidated capital expenditures are continually examined and evaluated against the estimated
economic benefit and may be revised in light of changing business conditions, investment opportunities and other business factors.

Commitments

We estimate our commitments in respect of property, plant and equipment in the next five years to be R1.9 billion. We anticipate
that the projects in respect of which funds have currently been committed will be completed by March 31, 2003. Our annual
commitments under operating leases, as of March 31, 2002, are as follows.

Between
Within one and Over
Total one year five years five years

(in millions)

Buildings . .. ... ... ... 737 208 310 219
Transmission and data lines . . . . .. ... ........ 1,101 183 735 183
Equipment . . . . . ... ... 35 17 18 -
Vehicles . . . ... ... ... . ... 809 809 - -
Total . . . . ... .. ... ... 2,682 1,217 1,063 402

Telkom has entered into a full maintenance lease agreement for its vehicles with debis Fleet Management (Proprietary) Limited,
a company incorporated in the Republic of South Africa. The master lease agreement is for a period of five years and expires
March 31, 2005. As there is no minimum usage clause in the master lease agreement, only the lease payments for the one year
renewal period are included in the table above. The leases of individual vehicles are renewed annually.

Contingent liabilities

Telcordia instituted arbitration proceedings against Telkom in March 2001 seeking to recover approximately $130 million for
monies outstanding and damages, plus interest at a rate of 15.5% per year. The proceedings relate to the cancellation of an agreement
entered into between Telkom and Telcordia during June 1999 for the development and supply of an integrated end-to-end customer
assurance and activation system by Telcordia. In September 2002, a partial ruling was issued by the arbitrator in favor of Telcordia.
Telkom has launched review proceedings in the South African High Court in respect of this partial ruling. The arbitration proceedings
and the amount of Telkom’s liability are not expected to be finalized until late 2003 or early 2004. Telkom has provided R373 million
for its estimate of probable liabilities, including interest, in respect of the Telcordia claim in the Telkom Group’s consolidated
financial statements as of September 30, 2002. Telkom is currently unable to predict the amount that it may eventually be required to
pay Telcordia. If Telcordia recovers substantial damages from Telkom, Telkom would be required to fund such payments from cash
flows or drawings on its existing credit facilities, which could cause its indebtedness to increase and its net profit to decline.

See also note 26 to the notes to the audited consolidated financial statements of the Telkom Group as of and for the three years
ended March 31, 2002 and note 16 of the unaudited condensed consolidated financial statements of the Telkom Group as of
September 30, 2002 and for each of the six month periods ended September 30, 2002 and 2001 for additional information related to
contingent liabilities of the Telkom Group.
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Employee benefit special purpose entity

We had liabilities of R2,215 million and R2,130 million as of September 30, 2002 and 2001, respectively, and R2,154 million,
R2,183 million and R2,464 million in the years ended March 31, 2002, 2001 and 2000, respectively, in respect of post retirement
medical aid obligations for current and retired employees. We have set up a special purpose entity in the 2002 financial year for the
purpose of funding these post retirement obligations. This special purpose entity is purely used as a financing tool as we still retain
our obligation to provide post retirement medical aid benefits to retired employees. As a result, it does not meet the definition of a plan
asset in terms of IAS 19 — Employee Benefits. Our interest in the special purpose entity is by way of equity, and this entity is fully
consolidated in the Telkom Group’s financial statements. The cumulative value of the funds in this special purpose entity was
R503 million and R304 million as of September 30, 2002 and 2001, respectively, and R560 million as of March 31, 2002.

Funding sources

To date, we have financed our operations primarily from cash flows from operations and by borrowings in the South African and
international capital markets. Access to international capital markets and its associated cost of funding depends in part on our credit
ratings. We maintain an active dialog with the principal credit rating agencies who review our ratings periodically. Standard & Poor’s
International Ratings, LLC, a Delaware limited liability company and a division of McGraw-Hill Companies Inc., and Moody’s
Investors Services Inc, a Delaware corporation, have rated our foreign debt BBB— and Baa3, respectively. We have not solicited a
rating on our local Rand denominated debt due to our long standing relationships with Rand denominated investors. As of
September 30, 2002, 75.9% of our debt was local debt, compared to 78.2% as of March 31, 2002, 63.6% as of March 31, 2001 and
77.8% as of March 31, 2000. Our Rand denominated debt bears interest at rates ranging from 10 basis points to 60 basis points
above treasuries.

The following table sets forth our consolidated indebtedness including finance leases as of September 30, 2002.

Nominal Maturing
amount
Outstanding outstanding Twelve Months ended September 30,
Interest as of as of
payment Interest September 30, September 30, After
dates rate 2002 2002 2003 2004 2005 2006 2006
(%) ZAR ZAR ZAR ZAR ZAR ZAR ZAR
(in millions)
TELKOM
Bonds
10% statutorily guaranteed
open-ended local bond due March 31, 10 3,461 4,436 - - - - 4436
not later than September 30
March 31, 2008 (TK01)">?
13% unsecured local bond May 31, 13 3,318 3,500 - 3,500 - - -
due May 31, 2004 (TLO8)"* November 30
10.75% unsecured local bond March 31, 10.75 4,990 5,000 5,000 - - - -
due September 30, 2003 September 30
(TLO03)"®
10.5% unsecured local bond April 30, 10.5 1,241 1,455 - - - - 1,455
due October 31, 2006 October 31
(TL06)"*
6% unsecured local bond February 22 6 1,127 2,500 - - - - 2,500
due February 24, 2020
(TL20)’
Zero coupon unsecured loan - - 142 430 - - - - 430
stock due September 30, 2010
(PP02)*
Zero coupon unsecured loan - - 437 1,350 - - - - 1,350
stock due June 15, 2010 (PP03)’
7.125% unsecured Euro bond April 12 7.125 5,195 5,195 - - 5,195 - -
due April 12, 2005
Finance leases n/a 13.44 to 654 654 - - - - 654
14.69
Repurchase agreements n/a n/a 253 253 253 - - - -
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Commercial paper

Zero coupon unsecured
commercial paper bills with
a maturity not later than
April 4, 2005. The average
discount rate on these
commercial paper bills is
10.49% per annum.

Bank facilities

Bank loan from Dresdner Bank
(Switzerland) Ltd repayable on
July 31, 2003°

R 146 million unsecured overdraft
facility with ABSA Bank Limited,
repayable on demand

R485 million unsecured overdraft
facility with The Standard Bank of
South Africa Limited, repayable
on demand

R100 million unsecured overdraft
facility with ABN Ambro Bank,
repayable on demand

$35 million unsecured short

term loan facility with Credit
Agricole Indosuez, various
repayment dates

Various bank loans®

R359 million credit facility

with European Investment

Bank repayable on March 13,
2009"

Bank overdraft and other
short-term debt

Total Telkom

VODACOM"

R200 million unsecured credit
facility with Commerzbank AG
repayable on March 17, 2003

R200 million unsecured credit
facility with Credit Agricole
Indosuez repayable on

March 17, 2003

$45 million project finance for
Vodacom Tanzania Limited"

Various finance leases'

Vodacom Congo (R.D.C.) S.P.R.L.
Extended credit facility

Various other short-term loans

Bank overdrafts and other
short-term debt

Total Vodacom'?

TOTAL

Nominal Maturing
amount
Outstanding outstanding Twelve Months ended September 30,
Interest as of as of
payment Interest September 30, September 30, After
dates rate 2002 2002 2003 2004 2005 2006 2006
(%) ZAR ZAR ZAR ZAR ZAR ZAR ZAR
(in millions)
Various Various 1,692 2,154 409 55 1,690 - -
- 3.83 26 26 26 - - - _
- Prime Not Not - - - - -
Rate utilized utilized
- Prime Not Not - - - - -
Rate utilized utilized
- Mutually Not Not - - - - -
agreed utilized utilized
- Mutually Not Not - - - - -
agreed utilized utilized
- - 135 135 7 4 4 4 116
—  Johannesburg 359 359 - - - - 359
Interbank
Agreed Rate
plus 0.75
23,030 27,447 5,695 3,559 6,889 4 11,300
- 13.7 100 100 100 - - - -
- 14.0 100 100 100 - - - -
- 5.5-13 237 237 29 38 47 59 64
- 13.85- 397 397 5 10 18 30 334
14.69
- EURIBOR+ 149 149 - 149 - - -
1.75%
- - 89 89 43 - - - 46
- - 1,364 1,364 1,364 - - - -
- - 2,436 2,436 1,641 197 65 89 444
- - 25,466 29,883 7,336 3,756 6,954 93 11,744
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Listed on the Bond Exchange of South Africa.

Open ended bond issue, and number of bonds issued varies from time to time. As of September 30, 2002, R4,436 million of these bonds were
in issue.

R3,621 million of Telkom’s indebtedness outstanding as of September 30, 2002 was guaranteed by the Government of the Republic of South
Africa.

2,000 of these bonds were issued on November 30, 1998 at a yield to maturity of 17.3% and a further 1,500 of these bonds were issued on July 29,
1999 at an interest rate of 15.52%.

2,700 of these bonds were issued on March 15, 2001, a further 800 of these bonds were issued on June 26, 2001 and a further 1,500 of these
bonds were issued on July 24, 2001. The yield to maturity was 11.27%, 10.74% and 10.47%, respectively.

1,500 of these bonds were issued on October 31, 2001 at a yield to maturity of 10.87%.

2,500 of these bonds were issued on February 22, 2000 at a yield to maturity of 15.00%.

Issued on February 25, 2000. Original amount issued was R430 million. The yield to maturity of this instrument issued by Telkom is 14.37%.
Issued on June 15, 2000. Original amount issued was R1.4 billion. The yield to maturity of this instrument is 15.175%.

Listed on the London Stock Exchange. An aggregate principal amount of Euro 500 million was issued on April 12, 2000.

Guaranteed by Absa Bank Limited.

Represents Telkom’s 50% share of Vodacom’s indebtedness.

Payable on agreement of all shareholders.

Secured by land and buildings.

We expect to repay the indebtedness and other obligations in the above table with cash flows from operations and/or new capital
raised in the markets. None of the outstanding indebtedness in the above table is convertible into other securities and, being debt
instruments, were not offered or issued to our existing shareholders. The bonds in the above table were issued to, and are currently
held by, a number of third parties pursuant to public offers and private placements undertaken by us. The funds raised through the
issuances of the above indebtedness were used for the extension and modernization of our communications networks, the provision
of additional communications services and for general working capital purposes. The loan from the European Investment Bank was
raised for the purposes of the design, purchase, building, installation and implementation of a long distance national transmission
project.

The debt instruments in the above table do not contain any restrictive covenants except a number of the instruments contain
provisions limiting our ability to create liens. In addition, our R2.5 billion 6% local bonds due February 24, 2020 contain financial
maintenance covenants requiring the Telkom Group to maintain the following ratios:

e EBITDA to net interest expense ratio of no less than 3.5:1 in the 2003 financial year, increasing to 4.0:1 in the 2004 financial
year and 5.0:1 thereafter; and

* net interest bearing debt to EBITDA ratio of no greater than 2.0:1.

Our R359 million credit facility with the European Investment Bank contains financial maintenance covenants requiring the
Telkom Group to maintain an EBIT to net finance costs ratio of not less than 1.8:1 and a debt to equity ratio of not greater than
4.1:1. The guarantee agreement by Absa Bank Limited, a company incorporated in the Republic of South Africa, with respect to
this loan requires the Telkom Group to maintain the following ratios:

e EBIT to net finance cost ratio of not less than 2.2:1 in the 2003 financial year, increasing to 2.5:1 in the 2004 financial year;
e debt to equity ratio of no greater than 1.5:1 in the 2003 financial year, decreasing to 1.25:1 in the 2004 financial year; and

¢ net worth of no less than R13 billion.

On December 17, 2002, we repaid our R359 million credit facility with the European Investment Bank and terminated this
facility.

The above ratios are calculated semi-annually based on accounting policies in use at the time the indebtedness was incurred.
Because the above ratios are calculated based on accounting policies in use at the time the indebtedness was incurred, EBITDA for
purposes of the ratios is not calculated in the same manner as it is calculated elsewhere in this prospectus.

All debt incurred by Telkom prior to 1991 is guaranteed by the Government of the Republic of South Africa pursuant to
Section 35 of the South African Exchequer Act, 66 of 1975. The Government of the Republic of South Africa does not guarantee
debt incurred thereafter or Vodacom’s debt. As of September 30, 2002, R3,621 million of our total indebtedness of R25.5 billion
was guaranteed by the Government of the Republic of South Africa.

The only material loan made by Telkom or any of its subsidiaries is the loan of R460 million to Vodacom, which is not reflected
in the table above and is unsecured, and which is more fully described in “Relationship with Vodacom and Related Transactions —
Loan agreement” on page 153 of this prospectus. This loan is our only material intercompany financing arrangement. No loans have
been furnished by Telkom or any of its subsidiaries for the benefit of any director. Telkom’s policy is to hedge its exposure to
foreign exchange rate fluctuations.

Interest rate risk is converted to Rands and managed per our policy and control manual which stipulates guidelines on exposure
to fixed and floating rate debt. Telkom’s philosophy is to target a fixed/floating debt ratio of at least 65% fixed, adjusted to market
conditions considering the interest rates at that time. If interest rates are low, Telkom will establish a higher than 65% fixed/floating
debt ratio and when interest rates are high, Telkom seeks to establish the ratio closer to a 65% fixed/floating debt ratio.
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Report by directors as to material changes

Telkom reports that there have been no material changes in its financial or trading position or that of its subsidiaries since
March 31, 2002, other than in the ordinary course of business or as set out in this prospectus.

IAS compared with US GAAP

The consolidated financial statements of the Telkom Group and of Vodacom have been prepared in accordance with IAS, which
differs in certain respects from US GAAP. The significant differences between IAS and US GAAP and the effects on net income
and shareholders’ equity, relating to the consolidated financial statements of the Telkom Group are described in note 41 to the
Telkom Group’s consolidated financial statements beginning on page F-97 of this prospectus. The description of the differences and
the effects on net income and shareholders’ equity of Vodacom are included in note 45 of Vodacom’s consolidated financial
statements beginning on page F-176 of this prospectus. As further discussed in those financial statements, the most significant
differences between IAS and US GAAP relating to the Telkom Group’s consolidated financial statements include revenue
recognition, sale and leaseback transactions, derivative financial instruments, goodwill, share issue expenses and deferred income
taxes and for Vodacom they include derivative financial instruments, goodwill, joint venture accounting, deferred bonus incentive
schemes and deferred income taxes.

Dealer Incentives

Telkom provides incentives to its retail payphone card distributors as trade discounts. Incentives are based on sales volume and
value. Revenue for retail payphone cards is recorded as traffic revenue, net of these discounts as the cards are used.

The following is a summary of the incentives offered by Vodacom:

Contract connection incentive commissions

These incentives are offered to service providers or dealers to stimulate the acquisition of new customers for all contract
packages. A commission is paid to the service provider or dealer for each new activation. The cost of paying the commission is
recognized as an expense in the period of the connection as part of customer acquisition costs. Vodacom accounts for the incentive
paid as an expense, rather than netting the expense against revenue.

Contract retention incentive commissions

These incentives are offered to service providers or dealers to maintain and retain existing customer loyalty for all contract
packages, excluding Vodacom 4U. The purpose of these incentives is to minimize customer churn. Vodacom calculates the incentive
paid monthly and the expense is recognized in the period it is earned by the service provider or dealer.

Prepaid incentive commissions

These incentives are offered to service providers or dealers to stimulate the acquisition of new customers for all prepaid
packages. A commission is paid to service providers or dealers for each new activation. The cost of paying the commission is
recognized as an expense in the period of the connection as part of customer acquisition costs. Vodacom accounts for the incentive
paid as an expense, rather than netting the expense against revenue.

Distribution incentive commissions

These incentives are offered to service providers or dealers to maintain and increase their loyalty to, and exclusivity with,
Vodacom. These incentives include exclusivity payments and advances to service providers in respect of purchases of assets for
stores and providing distribution outlets with distribution subsidies to maintain the loyalty of distribution outlets through the
stimulation of sales. These incentives are accounted for as follows:

* exclusivity payment costs incurred are paid annually and are deferred and recognized ratably over the contractual relationship
period;
» advances for purchases of distribution assets are capitalized and expensed over 24 to 36 months, the period of the contractual

relationship period with the distributors; and

» distribution subsidies are expensed based on the terms of the agreement. Typical terms are either at a fixed rate per customer
or a fixed monthly rate.

Critical accounting policies and estimates

The preparation of our financial statements requires management to make estimates and assumptions that affect the reported
results of our operations. Management believes the following critical accounting policies, among others, affect its more significant
judgments and estimates used in the preparation of our consolidated financial statements and are critical to the business operations
and the understanding of the results of our operations.
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General

We evaluate our estimates, including those relating to bad debts, inventories, investments, intangible assets, income taxes,
pension and other post retirement benefits and contingencies and litigation on an ongoing basis. We base our estimates on historical
experience and on various other assumptions that we believe to be reasonable under the circumstances, the results of which form
the basis for making our judgments about carrying values of assets and liabilities that are not readily available from other sources.
Actual results may differ from those resulting from estimates made under different assumptions and conditions.

Revenue recognition

Revenue, excluding value added taxation and sales between group companies, represents the invoiced value of goods and
services supplied by us. We measure revenue at the fair value of the consideration received or receivable. Revenue is recognized
only when it is probable that the economic benefits associated with a transaction will flow to us and the amount of revenue, and
associated costs incurred or to be incurred can be reliably measured.

Revenue from usage and network access is recognized as services are provided. Revenue is recognized on a usage basis
commencing on the date of activation of services with any revenue on prepaid airtime or phone cards forfeited being recognized on
expiration date. Revenue from the sale of equipment is recognized when the customer accepts delivery. Other revenue is recognized
when the right to receive payment has been established.

Useful life of intangible assets

In assessing the recoverability of goodwill and other intangible assets, we must make assumptions regarding estimated future
cash flows and other factors to determine the fair value of the respective assets. If these estimates or their fair value assessments
change in the future, we may need to record impairment charges for these assets not previously recorded. Goodwill associated with
the excess purchase price over the fair value of assets acquired and other identifiable intangible assets, such as trademarks and
licenses, are currently amortized on the straight line basis, over their estimated useful lives.

Useful life of long-lived assets

In assessing the useful life of long-lived assets, we use estimates of future cash flows and expectation regarding the future
utilization pattern of the assets to determine the depreciation to be charged on a straight line basis over the estimated useful lives of
the assets. On a regular basis, we review the useful lives and economic capacity of the long-lived assets with reference to any events
or circumstances which may indicate that an adjustment to the depreciation period is necessary.

Given the significance of long-lived assets to our financial statements, any change in the depreciation period could have a
material impact on our results of operations and financial condition.

Impairment of long-lived assets

We periodically evaluate our long-lived assets for potential impairment indicators. Our judgments regarding the existence of
impairment indicators are based on legal factors, market conditions and operational performance. Further events could cause us to
conclude that impairment indicators exist and that the specified long-lived asset is impaired. The fair values determined are
dependent upon the forecasted performance of our business, changes in the telecommunications industry and the overall economic
environment. When we determine that the carrying value of any long-lived asset may not be recoverable, we measure any
impairment based upon a comparison of the carrying amounts of the asset to its fair value, which is determined by using a
forecasted discounted cash flow method.

In assessing the recoverability of our long-lived assets, we must make assumptions regarding estimated future cash flows and
other factors to determine the fair value of the respective assets. If these estimates, or their fair value assessments, change in the
future or if the forecasts are not met, we may have to record additional impairment charges not previously recognized. Any resulting
additional impairment loss could have a material impact on our results of operations and financial condition.

Trade receivables — estimation of provision for doubtful debts

We maintain allowances for doubtful accounts for estimated losses resulting from the inability of our customers to make
required payments. In order to estimate the appropriate level for this allowance, we analyze historical bad debts, customer
concentrations, current customer credit-worthiness, current economic trends and changes in our customer payment patterns. If the
financial condition of our customers were to deteriorate, resulting in an impairment of their ability to make payments, additional
allowances may be required. A considerable amount of judgment is required in assessing the ultimate realization of these
receivables including the current credit-worthiness of each customer.
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Deferred taxation assets
Significant judgment is required in determining our provision for income taxes and our deferred tax assets and liabilities.

We estimate our current tax exposure based on the positions utilized in filing our tax returns together with the temporary
differences resulting from different treatment of items, such as deferred revenue, depreciation for tax and accounting purposes.
These temporary differences result in deferred tax assets and liabilities being recognized. We must then assess the probability
of our deferred tax assets being recoverable from future taxable income. To the extent that we believe that recovery is not likely, we
will establish a valuation allowance. The carrying value of our net deferred tax assets assumes that we will be able to generate
sufficient future taxable income in certain tax jurisdictions, based on estimates and assumptions. While we have considered future
taxable income and ongoing prudent and feasible tax planning strategies in assessing the need for the valuation allowance, in the
event that we were to determine that we would not be able to realize our deferred tax assets in the future, a valuation allowance may
be required which would reduce income in the period such determination was made.

Post employment benefits

‘We have significant pension and postretirement benefit costs and credits that are developed from actuarial valuations and
calculations. We follow the guidance of IAS 19, “Employee Benefits” and SFAS 106, “Employers’ Accounting for Postretirement
Benefits Other Than Pensions” for these benefits. Under these accounting standards, assumptions are made regarding the valuation
of benefit obligations and performance of plan assets. The guiding principle of these standards is delayed recognition of differences
between actual results and those assumed. This allows for a smoothed recognition of changes in benefit obligations and plan
performance over the estimated working lives of the employees who benefit under these plans.

Inherent to these valuations and calculations are key assumptions, including discount rates and expected return on assets. The
primary assumptions used are as follows:

* Discount rate — The discount rate is used to record the value of benefits, which are based on future projections, in terms of
today’s Rand-value.

* Expected return on plan assets — Management projects the future return on plan assets based principally on prior
performance. An increase in the projected future value of assets reduces the benefit obligation a company will record.

* Rate of compensation increase — Management estimates pay increases, which are used to project employees’ pension benefits
after retirement.

* Health care cost trend — Management projects the expected increases in the cost of health care.

* Amortization of gains or losses — Management can select the method by which gains or losses are recognized in the financial
results. These gains or losses are created when actual results differ from estimated results based on the above assumptions.

We are required to consider current market conditions, including changes in interest rates and healthcare inflation, in selecting
these assumptions. Changes in the related pension and post employment benefit costs and credits may occur in the future in
addition to changes resulting from fluctuations in our related headcount.

Termination benefits

During the year ended March 31, 2002, we recorded significant termination benefits related to a planned reduction in staff
numbers. These costs included estimates pertaining to employee separation costs and settlement of contractual obligations resulting
from our decision to reduce staff numbers. Provision has only been made for the number of employees specifically identified and
notified at year end. Although we do not anticipate significant changes, the actual costs may differ from these estimates.

Inventory

We write down our inventory for estimated obsolescence or unmarketable inventory equal to the difference between the cost of
inventory and the estimated market value, based upon assumptions about future demand and market conditions. If actual market
conditions are less favorable than those projected by management, additional inventory write-downs may be required.

Commitments and contingencies

Management’s current estimated range of liabilities relating to certain pending litigation and arbitration proceedings is based on
claims for which management can estimate the amount and range of loss. We have recorded the minimum estimated liability related
to those claims where there is a range of loss. Because of the uncertainties relating to both the amount and range of loss on the
remaining pending litigation and arbitration proceedings, management is unable to make a reasonable estimate of the liability that
could result from an unfavorable outcome. As additional information becomes available, we will assess the potential liability related
to our pending litigation and arbitration proceedings and revise our estimates. Such revisions in our estimates of the potential
liability could materially impact our results of operation and financial position. See “Legal Proceedings” on page 122 of this
prospectus.

Incentive compensation

Management incentive plans are tied to various financial performance metrics. Bonus accruals made throughout the year related
to the various incentive plans are based on management’s best estimate of the achievements of the specific financial metrics.
Adjustments to accruals are made on a quarterly basis as forecasts of financial performance are updated. At year-end, the accruals
are adjusted to reflect the actual results achieved.
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Fair value estimations of financial instruments

Fair values are based on listed market prices, where available. If listed market prices are not available, fair value is determined
based on other relevant factors, including dealers’ price quotations and price quotations for similar instruments traded in different
markets. Fair value for certain derivatives are based on pricing models that consider current market and contractual prices for the
underlying financial instruments or commodities, as well as the time value and yield curve or volatility factors underlying the
positions. Pricing models and their underlying assumptions impact the amount and timing of unrealized gains and losses
recognized, and the use of different pricing models or assumptions could produce different financial results.

Leasing

We apply the provisions of IAS 17 to all leasing transactions. In general, there are two types of leases from a lessee’s
perspective: operating leases which are leases accounted for off-balance sheet, and capital leases which are leases capitalized on the
balance sheet.

In accounting for leases, management makes significant assumptions, including the discount rate, fair market value of the leased
assets and their estimated useful life. Changes in these assumptions could result in a significant change to the amounts recognized
in the financial statements.

In addition to uncertainty inherent in management assumptions, leasing transactions become increasingly complex when they
involve sale/leaseback accounting, which are leasing transactions where the lessee previously owned the leased assets. In these
instances it is important to analyze the facts relating to the transactions to determine whether the transactions are finance leases or
operating leases, which will result in either on-balance sheet or off-balance sheet recognition, respectively.

Any changes in the assumptions used by management could significantly impact on the value of assets and liabilities in our
consolidated accounts.

Provisions

Telkom applies IAS 37 in making assessments about the appropriate amount of provisions to be recognized for commitments
and contingencies. Provisions are recognized when, and only when, the Telkom Group has a present obligation, legal or
constructive, as a result of a past event and it is probable that an outflow of resources will be required to settle the obligation.
Provisions are reviewed at each balance sheet date and adjusted to reflect management’s best estimate. While management does not
anticipate any significant changes to the provisions reflected in the accompanying consolidated financial statements, changes in
assumptions or related facts and circumstances could result in significant changes in the future.

Any changes in the assumptions used by management could significantly impact on the value of assets and liabilities in the
group accounts.

Quantitative and qualitative disclosures about market risk

Financial instruments and financial risk management

Exposure to continuously changing market conditions has highlighted the importance of financial risk management as an
element of control. Treasury policies, risk limits and control procedures are continuously monitored by Telkom’s board of directors
through its audit and risk management committee.

We hold or issue financial instruments to finance our operations, for the temporary investment of short-term funds and to
manage currency and interest rate risks. In addition, financial instruments, for example trade debtors and trade creditors, arise
directly from our operations.

We finance our operations primarily by a mixture of issued share capital, retained profit and long-term and short-term loans.
We use derivative financial instruments to manage our exposure to market risks from changes in interest and foreign exchange rates.
The derivatives used for this purpose are principally interest rate swaps, currency swaps and forward exchange contracts.

Market sensitive instruments — other than for trading purposes

Interest rate risk management

Interest rate risk arises from the repricing of our floating rate debt as well as incremental funding or new borrowings and the
refinancing of existing borrowings.

Our policy is to manage interest cost through the utilization of a mix of fixed and variable rate debt. In order to manage this
mix in a cost efficient manner, we make use of interest rate derivatives as approved pursuant to our group policy. Fixed rate
debt represented 86.2% of our total consolidated debt as of March 31, 2002. The debt profile of mainly fixed rate debt has been
maintained to limit our exposure to interest rate increases given the substantial size of the group’s debt portfolio. All financial
instruments that re-price within one year are deemed to be floating rate debt.
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The following table shows our fixed and variable rate debt for the periods indicated.

Long-term debt
Telkom

Fixed rate (ZAR
denominated)

Long-term debt,
including current

portion . . .. .....
Average interest rate
(percentage)' . . .. ..
Commercial paper bills
Average interest rate
(percentage)® . . .. ..
Finance leases . . . . . .

Fixed rate (EURO
denominated)

Long-term debt . . . . .
Average interest rate
(percentage) . . . . . ..

Variable rate (ZAR
denominated)

Variable rate . . . . ..
Average interest rate
(percentage)™® . . . . .

Variable rate (EURO
denominated)

Variablerate . . .. ..
Average interest rate
(percentage)® . . . ..

Variable rate (USD
denominated)

Variable rate . . . . ..
Average interest rate
(percentage)™® . . . ..

Vodacom*

Fixed rate (ZAR
denominated)

Finance leases . . . . ...

Variable rate (ZAR
denominated)
Finance leases . . . . ...

At March 31, 2002,
2003 2004 2005 2006 2007 Thereafter Total Fair value
(in millions, except percentages)

200 5,000 3,500 - 1,455 8,874 19,029 15,795
14.93 10.95 16.55 - 10.87 15.29 14.03 -
1,196 58 1,446 262 - - 2,962 2,409
11.17 14.51 14.27 14.06 - - 13.01 -

- - - - - 637 637 637

- - - 4,998 - - 4,998 5,018

- - - 7.13 - - 7.13 -

21 - - - - 359 380 380
10.30 - - - - 11.34 11.29 -
12 4 4 4 4 107 135 135
1.35 1.05 1.05 1.05 1.05 0.77 0.85 -
28 14 - - - - 42 42
3.83 3.83 - - - - 3.83 -
3.6 (2.8) 43 10.2 - 235.9 251.2 251.2
1.7 (1.2) 0.8 33 - 139.6 144.2 144.2

1
2
3
4

Weighted average yield to maturity.

Weighted average interest rate.

Variable rate equals the current reset rate applicable on reporting date.
Represents Telkom’s 50% share of Vodacom’s indebtedness.
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The following table shows our interest rate swaps for the periods indicated.

At March 31, 2002,
2003 2004 2005 2006 2007 Thereafter Total Fair value
(in millions, except percentages)

Telkom

Pay fixed, receive

floating . ......... 1,300 - 150 - - 1,000 2,450 (77)

Average pay rate

(percentage)' . ... ... 12.19 - 12.92 - - 14.67 13.25 -

Average receive rate

(percentage)' . . .. ... 10.24 - 10.25 - - 10.76 10.45 -
Vodacom?

Receive fixed, pay

floating . .. ....... - - - - - 74 74 5

Average pay rate

(percentage)® . . . ... - - - - - 12.32 12.32 -

Average receive rate

(percentage)' . ... ... - - - - - 15.97 15.97 -

Weighted average interest rate.
Represents Telkom’s 50% share of Vodacom’s indebtedness.
3 Variable rate calculated as of March 31, 2002.
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The following table shows our currency swaps for the periods indicated.

Year ended March 31, 2002,

2003 2004 2005 2006 2007 Thereafter Total Fair value

(in millions, except percentages)
Telkom
USD
Receive USD, pay ZAR . 1,400 - - - - - 1,400 1,099

Average contractual
exchange rate (USD/ZAR) 6.36 - - - - - 6.36 -

Receive floating USD,
pay floating ZAR . . . .. - - - - - - — _

Average pay rate

(percentage)' . . . .. ... 12.82 - - - - - 12.82 -
Average receive rate

(percentage)' - 3.02 - - - - - 3.02 -
Receive ZAR, pay USD . . 1,990 - - - - - 1,990 (494)
Average contractual

exchange rate (USD/ZAR) 9.05 - - - - - 9.05 -
Receive floating ZAR,

pay floating USD . . . .. - - - - - - — _

Average pay rate

(percentage)' . . . ... .. 1.82 - - - - - 1.82 -

Average receive rate

(percentage)' . . . ... .. 11.34 - - - - - 11.34 -
EURO

Receive EURO, pay ZAR . - - - 2,177 - - 2,177 1,350

Average contractual
exchange rate

(EURO/ZAR) . ... ... - - - 6.22 - - 6.22 -
Receive fixed EURO, pay

fixedZAR . ... ... .. - - - - - - - -
Average pay rate

(percentage)' . . . ... .. - - - 15.89 - - 15.89 -
Average receive rate

(percentage)' . . . ... .. - - - 7.13 - - 7.13 -
Receive EURO, pay ZAR - - - 630 - - 630 456

Average contractual

exchange rate

(EURO/ZAR) . . ... .. - - - 6.30 - - 6.30 -
Receive fixed Euro, pay

floating ZAR . . . ... .. - - - - - - - -
Average pay rate

(percentage)' . . . ... .. - - - 12.03 - - 12.03 -

Average receive rate
(percentage)' . . . .. ... - - - 7.13 - - 7.13 -

! Weighted average interest rate.
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Foreign currency exchange rate risk

We manage our foreign exchange rate risk by hedging all identifiable exposures via various financial instruments suitable to our
risk exposure.

Cross currency swaps and forward foreign exchange contracts have been entered into to reduce the foreign currency exposure on
our operations and our liabilities. We also enter into forward foreign exchange contracts to hedge interest expense and purchase and
sale commitments denominated in foreign currencies, principally US Dollars and Euros. The purpose of our foreign currency
hedging activities is to protect us from the risk that the eventual net flows will be adversely affected by changes in exchange rates.

We make use of foreign debt funding when the opportunity exists to fund at a lower than local cost of funding.
We have reduced our foreign currency denominated debt over the year ended March 31, 2002, due to a premium paid on foreign
debt over local funding.

The following table sets forth our liabilities and related derivative instruments subject to foreign exchange risk for the periods
indicated.

Year ended March 31, 2002,
2003 2004 2005 2006 2007 Thereafter Total Fair value

(in millions, except percentages)
Telkom
Long term debt

Fixed rate (EURO

denominated)® . . . ... .. - - 4,998 - - 4,998 5,018
Average interest rate

(percentage)' . . ... ... - - - 7.13 - - 7.13 -
Variable rate

(EURO denominated)® . . . 12 4 4 4 4 107 135 135
Average interest rate

(percentage)' . . ... ... 1.35 1.05 1.05 1.05 1.05 0.77 0.85 -
Accounts payable

(EURO denominated)® ... 675 - - - - - 675 675

Interest free

Variable rate

(USD denominated)® . . . . 28 14 - - - - 42 42
Average interest rate

(percentage)' . . ... ... 3.83 3.83 - - - - 3.83 -
Accounts payable

(USD denominated)® . . . . 351 - - - - - 351 351

Interest free

Accounts payable

(British Pound Sterling

denominated)* . . . .. ... 37 - - - - - 37 37
Interest free

Accounts payable

(Swedish Kronor

denominated)® . . ... ... 16 - - - - - 16 16

Interest free

Weighted average interest rate.

> EURO converted at the spot rate quoted on Reuters of R9.996/EURO on March 29, 2002.
3 USD converted at the spot rate quoted on Reuters of R11.44/USD on March 29, 2002.

* GBP converted at the spot rate quoted on Reuters of R16.319/GBP on March 29, 2002.

5 SEK converted at the spot rate quoted on Reuters of R0.9027/SEK on March 29, 2002.
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The following tables set forth our foreign currency forward exchange contracts for the periods indicated.

Forward contracts to buy foreign currencies and sell ZAR

Telkom
US Dollar

Notional Amount (millions) .

Average contractual

exchangerate . .......

EURO

Notional Amount (millions) .

Average contractual

exchangerate . ... . ...

Pound Sterling

Notional Amount (millions) .

Average contractual

exchangerate . .......

Swedish Krona

Notional Amount (millions) .

Average contractual

exchangerate . ... .. ..

Japanese Yen

Notional Amount (millions) .

Average contractual

exchangerate . .......

Australian Dollar

Notional Amount (millions) .

Average contractual

exchangerate . ... . ...

Vodacom
US Dollar

Notional Amount (millions) .

Average contractual

exchangerate . .. ... ..

EURO

Notional Amount (millions) .

Average contractual

exchangerate ... ... ..

Pound Sterling

Notional Amount (millions) .

Average contractual

exchangerate . . ... ...

Swiss Franc

Notional Amount (millions) .

Average contractual

exchangerate . .. ... ..

At March 31, 2002,
2003 2004 2005 2006 2007 Thereafter Total Fair value
(ZAR)

4,297 177 195 213 - - 4,882 621
10.83 8.75 9.75 10.64 - - 10.68 -
711 54 53 369 - - 1,187 269
10.49 15.09 15.01 6.89 - - 9.24 -
107 - - - - - 107 2)
17.06 - - - - - 17.06 -
21 - - - - - 21 0
1.14 - - - - - 1.14 -
3 - - - - - 3 0
0.09 - - - - - 0.09 -
2 - - - - - 2 0
6.12 — — — — — 6.12 —
549.4 0.6 - - - — 550 59.5
10.7 - - - - - 10.7 -
642.8 — — — — — 642.8 479
9.5 - - - - - 9.5 -
1.3 - - - - — 1.3 0
16.7 - - - - - 16.7 -
0.03 - - - - - 0.03 0
0.14 - - - - - 0.14 -

86



Forward contracts to buy foreign currencies and sell USD

2003 2004 2005
Telkom
EURO
Notional Amount (millions) . 354 - -
Average contractual
exchangerate . ....... 0.88 - -

Forward contracts to sell foreign currencies and buy ZAR

2003 2004 2005
Telkom
US Dollar
Notional Amount (millions) . 1,400 69 75
Average contractual
exchangerate . .. ... .. 9.96 7.89 8.52
EURO
Notional Amount (millions) . 379 - -
Average contractual
exchangerate . .. ... .. 9.87 - -
Pound Sterling
Notional Amount (millions) . 45 - -
Average contractual
exchangerate . ....... 15.89 - -
Vodacom
US Dollar
Notional Amount (millions) .  21.3 - -
Average contractual
exchangerate . ....... 12.0 - -
EURO
Notional Amount (millions) .  31.6 - -
Average contractual
exchangerate . ... .. .. 10.1 - -
Pound Sterling
Notional Amount (millions) . 0.5 - -
Average contractual
exchangerate . ... .. .. 16.7 - -

EURO currency swap

2003 2004 2005
Telkom
Receive EURO, Pay ZAR . — — — 2,177

Average contractual exchange
rate (EURO/ZAR) . . . . .. - - -

Receive fixed EURO, pay
fixed ZAR

Average pay rate (%) . . . . - - -
Average receive rate (%)"' . . - - -
Receive EURO, Pay ZAR . . - - -

Average contractual
exchange rate (EURO/ZAR) - — _

Receive fixed EURO, pay
floating ZAR

Average pay rate (%) . . . . - - -
Average receive rate (%) . . - - -

! Weighted average interest rate.
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2006

2006

81

9.23

6.22

15.89
7.13
630

6.30

12.03
7.13

(ZAR)

(ZAR)

2007

Thereafter

Total

Fair value

2007

Thereafter

354

0.88

Total

Fair value

107

10.08

(ZAR)

2007

275

10.94

Thereafter

2,007

9.90

379

9.87

45

15.89

21.3

12.0

31.6

10.1

0.5

16.7

Total

(608)

(14)

3

0.4

0.2

Fair value

2,177

1,350

6.22

15.89

7.13
630

6.30

12.03
7.13

456



Other market risks
Credit risk management

We are not exposed to major concentrations of credit risk. To reduce the risk of counter party failure, limits are set based on the
individual ratings of counterparties by well-known ratings agencies. Credit limits are reviewed on a yearly basis or when
information becomes available in the market. We limit our exposure to any counterparty and these exposures are monitored daily.
We expect that all counterparties will meet their obligations.

Trade debtors comprise a large and widespread customer base, covering residential, business and corporate customer profiles.

Credit checks are performed on all customers on application for new services, and on an ongoing basis where appropriate.

Liquidity risk management
We are exposed to liquidity risk as a result of uncertain debtor related cash flows as well as capital commitments.

Liquidity risk is managed by our corporate finance division in accordance with policies and guidelines formulated by Telkom’s
operating committee. Pursuant to our borrowing requirements, we ensure that sufficient facilities exist to meet our immediate
obligations. Telkom’s Operating Committee maintains a reasonable balance between the period over which assets generate funds
and the period over which the respective assets are funded in order to manage long-term liquidity risk.

We had available credit facilities not utilized of R2.2 billion as of March 31, 2002.

Fair value of financial instruments

The fair values of financial instruments are calculated using the market rates on valuation date. The values disclosed above are
indicative values and may not be the realizable value.
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THE SOUTH AFRICAN TELECOMMUNICATIONS INDUSTRY

The information presented in this section has been derived from a number of independent publications.
Overview of South Africa

South Africa had an estimated population of 45.4 million persons as of mid year 2002 according to Statistics South Africa.
South Africa has a stable political system and a highly developed financial and legal infrastructure. The South African
Government’s current macro-economic strategy for growth, employment and redistribution is based on promoting free market
principles and sound financial and fiscal discipline. As a result, South Africa has experienced significant GDP growth in recent
years, with GDP per capita increasing from R17,634 in 1998 to R21,889 in 2001 (Source: South Africa Reserve Bank, March 2002)
although the GDP per capita in South Africa decreased in US dollar terms from $3,160 to $2,623 due to the decline in the value of
the Rand (Source: EIU, September 2002). This ranks South Africa among countries such as Chile, Mexico, Hungary, Thailand and
Malaysia with USD GDP per capita of 4,460, 6,155, 5,137, 1,860 and 3,700, respectively (Source: EIU, September 2002). Inflation
in South Africa decreased from 8.6% in 1997 to 5.7% in 2001 and direct foreign investment in the country increased from $550
million, or 0.4% of GDP, in 1998 to $4.0 billion, or 3.2% of GDP, in 2000 (Source: World Markets Research Centre, October
2002). For more information on the South African economy, see “Republic of South Africa” beginning on page A—1.

The South African telecommunications market
Overview

The South African telecommunications market is currently the largest in Africa based on customers and revenues. The market
has grown substantially in the past few years from R31.7 billion ($5.7 billion) in 1998 to R47.1 billion ($6.8 billion) in 2000
(Source: ITU, Yearbook of Statistics, Telecommunications 1991-2000, December 2001). As of September 30, 2002, fixed-line
penetration based on population was 10.8%, while mobile penetration had risen to 26.6%. While this may suggest that there is
significant growth opportunity in the South African telecommunications market, the country faces numerous challenges to
overcome the substantial inequality among its population in terms of geographic, economic and demographic distribution.
Approximately 55% of South Africa’s population is concentrated in urban areas (Source: The World Bank 2002; data for year
2000). Similarly, wealth is highly concentrated with an estimated top 10% of the population earning in excess of 45% of the
national income while the poorest 20% earn under 3% (Source: The World Bank 2002; data from Survey in 1993-1994).

Fixed-line

The fixed-line telecommunications market in South Africa has grown approximately 28% from R20.4 billion ($3.7 billion) in 1998
to R26.1 billion ($3.8 billion) in 2000 (Source: ITU, Yearbook of Statistics, Telecommunications 1991-2000, December 2001).
The increase was primarily due to increased fixed-line usage by Telkom’s global and corporate customer segment, increased internet
traffic and the introduction of new value-added voice and data products and prepaid fixed-line services. Telkom’s introduction of
prepaid fixed-line services was the first prepaid fixed-line service to be made available to customers in the world. Long-term growth is
expected to continue to be driven by increased internet usage, increased usage of data services and the development and adoption of
new data products and services. Growth, however, may be limited by further tariff reductions, the continued migration of users from
fixed-line services to mobile services and a significant decrease in the rollout of new fixed access lines. As of September 30, 2002,
there were 4.9 million fixed access lines in South Africa.

Internet

South Africa is the largest internet market in Africa with an estimated 2.4 million internet users resulting in a penetration rate of
approximately 5.6% as of November 30, 2002 based on the estimated population as of mid year 2002 by Statistics South Africa.
The number of internet service providers increased rapidly from seven in 1997 to 170 at the end of 2001 as the market structure
evolved to accommodate tier two internet service providers. First tier internet service providers are wholesale resellers of bandwidth
while second tier internet service providers purchase international and sometimes local bandwidth from first tier internet service
providers. The internet service providers include Telkom, UUNet SA, Internet Solutions, AT&T Global Network, MTN Network
Solutions and DataPro.

Mobile

GSM mobile services were launched in South Africa in 1994 and have experienced rapid growth in the number of mobile users
increasing from 1.0 million users as of March 31, 1997 to 10.8 million users as of March 31, 2002, and 12.1 million users as of
September 30, 2002, resulting in mobile penetration increasing from 2.4% to 26.6% during the same period. However, the overall
penetration in South Africa remains low compared to Western European or Asian levels, which provides the potential for continued
growth in the number of customers. South African mobile revenues were R15,411 million in 2000, R21,052 million in 2001 and
R25,493 million in 2002. Revenues from mobile services grew approximately 88% from R11.2 billion ($1.06 billion) in 1998 to
R21.1 billion ($2.0 billion) in 2000 (Source: ITU, Yearbook of Statistics, Telecommunications 1991-2000, December 2001).
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The increase in the number of mobile users was primarily due to the popularity of prepaid services, increased affordability of
handsets and a decline in overall tariffs for mobile services. The planned allocation of 1800MHz radio frequency spectrum is
expected to expand service coverage, increase network capacity and facilitate the introduction of high-end data services and mobile
internet.

There are currently three mobile communications network operators in South Africa, Vodacom, MTN and Cell C.
As of September 30, 2002, Vodacom had an approximately 59% market share of total reported customers in the South African
mobile market, while MTN had an approximately 36% share and Cell C accounted for the remaining 5% of customers. Cell C only
commenced operations in November 2001.

Year ended March 31, Six months ended September 30,

1998 1999 2000 2001 2002 2001 2002

(in thousands, except percentages)

South Africa

Mobile users . . 1,836 100% 3,337 100% 5,188 100% 8,339 100% 10,789 100% 9,192 100% 12,081 100%
Vodacom . ... 1,137 62% 1,991 60% 3,069 59% 5,108 61% 6,557 61% 5,657 61% 17,130 59%
MTN' . ... .. 699 38% 1,346 40% 2,119 41% 3,231 39% 3,879 36% 3,535 39% 4,284 36%
CellC* ... .. - - - - - - - - 353 3% - - 667 5%
Total market

penetration (%) . 4.5 8.0 12.1 19.1 24.2 20.6 26.6

' Source: MTN Financial Reports.

2 .
Source: Vodacom estimates.

The sub-Saharan Africa telecommunications market

Telecommunications markets in countries within sub-Saharan Africa vary considerably in terms of fixed-line and mobile
penetration. The following table sets out key indicators for 2001 for selected countries in sub-Saharan Africa.

Mobile

customers as

Fixed-line Mobile  percentage

telephones customers of total GDP per

Population' per 100 per 100 telephone GDP®  capita PPP* Gini
Country (millions) inhabitants®> inhabitants’  customers’  ($ billions) ) coefficient’
Angola . . ......... 13.53 0.59 0.64 52.0% 4.1 2,390 n/a
Botswana . ... ..... 1.67 9.27 16.65 64.9% 5.8 10,220 n/a
DR.Congo ........ 52.52 0.04 0.29 88.2% n/a n/a n/a
Kenya . .......... 31.29 1.00 1.60 61.5% 9.8 1,230 44.9
Mozambique . . . . .. .. 20.19 0.44 0.84 65.5% 49 n/a 39.6
Nigeria . . . ... ... .. 116.93 043 0.28 39.8% 39.2 1,080 50.6
Tanzania . . ... ... .. 35.97 0.41 1.19 74.2% 9.2 900 38.2
Uganda . ......... 22.53 0.28 1.43 83.5% 5.9 1,320 37.4
Zambia . . .. ... .... 10.65 0.80 0.92 53.5% 3.7 893 52.6
South Africa . . ... .. 43.79 11.35 21.00 64.9% 113.3 7,880 59.3

Population based on data for 2001 as listed in ITU 2002 (June 20, 2002).

Fixed line penetration based on data for 2001 as listed in ITU 2002 (June 20, 2002). For Botswana data refers to year 2000.

Mobile penetration based on data for 2001 as listed in ITU 2002 (June 20, 2002).

Mobile customers as percentage of total telephone customers based on data for 2001 as listed in ITU 2002 (June 20, 2002).

GDP based on data for 2001 as listed in EIU September 2002. For Mozambique GDP refers to data for 1999 as listed in ITU 2002

(June 20, 2002).

GDP per capita based on data for 2001 as listed in EIU September 2002.

Gini Coefficient based on 2002 World Development Indicators, The World Bank. For Kenya data refers to year 1997. For Mozambique data refers
to years 1996-1997. For Nigeria data refers to years 1996-1997. For Tanzania data refers to year 1993. For Uganda data refers to year 1996. For
Zambia data refers to year 1998. For South Africa data refers to years 1993—-1994. The closer the percentage is to 100%, the greater the income
disparity in the population.
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The region of sub-Saharan Africa has historically suffered from low and stagnant market penetration rates, primarily due to a
lack of liberalization and competition, inadequate infrastructure, underdeveloped financial, legal and regulatory systems, civil strife
and low per capita income. According to the International Telecommunication Union, sub-Saharan Africa passed the penetration
threshold of one fixed-line telephone customer per 100 inhabitants in 2000. Telecommunications markets within the region have
undergone varying degrees of development, resulting in considerable discrepancy with regard to the development of fixed-line and
mobile infrastructure and penetration rates. Principal drivers for the development of these telecommunications markets have been,
and will continue to be, liberalization, increased competition and investment in infrastructure and technology, as well as political
stability and economic development.

The mobile sector has helped fuel growth in the telecommunications markets in sub-Saharan Africa over the last decade. On
average, mobile customers as a percentage of total telephone customers in the region is greater than 60%. Mobile services have
proved to be more successful than fixed-line services due to the underdeveloped fixed-line infrastructures and comparatively less
time required to install a mobile network. In addition, prepaid mobile services have been extremely successful in addressing the
need for affordable services in a region where income levels are low and the consumer credit system is underdeveloped. A growing
number of African mobile networks are prepaid only. On the African continent, approximately 80% of customers use prepaid
services, almost twice the global average (Source: ITU Telecommunication Indicators Update, October 2001).
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BUSINESS

Overview

Telkom is one of the largest companies registered in the Republic of South Africa and we are the largest communications
services provider on the African continent based on operating revenue and assets. We had consolidated operating revenue of
R34.2 billion ($3.2 billion), net profit of R1.2 billion ($116 million) and cash flow from operating activities of R8.2 billion
($775 million) in the year ended March 31, 2002 and we had total assets of R55.2 billion ($5.2 billion) and shareholders’ equity of
R16.8 billion ($1.6 billion) as of March 31, 2002. We had consolidated operating revenue of R18.3 billion ($1.7 billion), net profit
of RO.6 billion ($61 million) and cash flow from operating activities of R3.5 billion ($328 million) in the six months ended
September 30, 2002 and we had total assets of R54.6 billion ($5.2 billion) and shareholders’ equity of R17.5 billion ($1.7 billion)
as of September 30, 2002.

We offer business, residential and payphone customers a wide range of services and products, including:

* fixed-line voice services, including subscriptions and connections services, local, long distance, fixed-to-mobile and
international voice services, interconnection and transit communications services, value-added voice services, customer
premises equipment sales and directory services;

* fixed-line data services, including domestic and international data transmission services, such as leased lines and
packet-based services, managed data networking services and internet access and related information technology services;
and

* mobile communications services, including voice and data services, value-added services and handset sales through
Vodacom.

We had the exclusive right to provide public switched telecommunications services, including international voice services, in
South Africa until May 7, 2002. We are currently the only national provider of these services in South Africa, although a process
has been commenced to liberalize the South African communications market, which will introduce competition in a number of our
business areas. In 1997, we embarked on an extensive five year capital investment program in our fixed-line business. Our fixed-line
capital investment for the five years ended March 31, 2002 was R41.7 billion ($4.0 billion), of which R27.9 billion ($2.6 billion)
was for network modernization and line roll-out in order to comply with our license obligations and prepare for competition. As of
September 30, 2002, we had 4.9 million telephone access lines in service and 99.8% of our telephone access lines were connected
to digital exchanges.

Vodacom is our mobile communications joint venture with Vodafone and VenFin. Vodacom is the largest mobile
communications network operator in South Africa with a market share of approximately 59% as of September 30, 2002 based on
total reported customers. Vodacom had 7.7 million customers as of September 30, 2002, of which 7.1 million were in South Africa.
Vodacom has investments in mobile communications network operators in Lesotho, Tanzania and the Democratic Republic of the
Congo and in an entity that, in August 2002, was granted a license to operate a mobile communications network in Mozambique.
Vodacom had consolidated revenue of R16.2 billion ($1.5 billion), net profit of R2.4 billion ($225 million) and cash flow from
operating activities of R3.8 billion ($362 million) in the year ended March 31, 2002 and total assets of R15.4 billion ($1.5 billion)
and shareholders’ equity of R5.5 billion ($518 million) as of March 31, 2002. Vodacom had consolidated revenue of R9.4 billion
($896 million), net profit of R0.9 billion ($87 million) and cash flow from operating of activities of R1.6 billion ($155 million) in
the six months ended September 30, 2002 and total assets of R17.3 billion ($1.6 billion) and shareholders’ equity of R6.3 billion
($601 million) as of September 30, 2002.

Historical background
Privatization

Prior to 1991, the then Department of Posts and Telecommunications of the Republic of South Africa provided
telecommunications and post office services in South Africa on an exclusive basis. In 1991, Telkom was incorporated and registered
as a public limited liability company under the South African Companies Act, 61 of 1973, as amended, and the Government of the
Republic of South Africa transferred the entire telecommunications enterprise of the then Department of Posts and
Telecommunications of the Republic of South Africa to Telkom as part of a commercialization process intended to liberalize certain
sectors of South Africa’s economy. On May 14, 1997, the Government of the Republic of South Africa sold a 30% equity interest in
Telkom to Thintana Communications as part of its policy to liberalize the telecommunications market in South Africa. As part of
this sale, the Government reserved the right to transfer up to 10% of its ordinary shares to previously disadvantaged groups. On
March 30, 2001, the Government sold another 3% equity interest in Telkom from its holdings to Ucingo Investments, a consortium
of black empowerment investors, leaving the Government with 67% of Telkom’s issued and outstanding ordinary share capital.

As part of the sale to Thintana Communications, the then Minister of Posts, Telecommunications and Broadcasting of the
Republic of South Africa entered into an agreement with Thintana Communications under which Thintana Communications
undertook significant operational and managerial responsibilities and acquired the ability to exercise effective operational and
managerial control over us until May 2002. Pursuant to the agreement, Thintana Communications had the power to staff certain
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management positions, including those of chief operating officer, chief financial officer and chief strategic officer. Consequently, the
individuals occupying these positions were seconded to Telkom from SBC Communications and Telekom Malaysia. In addition,
Thintana Communications and the Government were entitled to appoint a number of directors to Telkom’s board of directors, based
on their ownership of Telkom, and a number of our corporate actions were subject to specific approval by Thintana
Communications and the Government or their board representatives. These matters generally included approval of business plans,
annual budgets, training programs and payment of dividends. Until May 2002, Thintana Communications was also entitled to
appoint a majority of the members of Telkom’s operating committee, thus granting it control over many of our significant
operational matters. These matters generally included the preparation and implementation of business plans and annual budgets for
approval by Telkom’s board of directors and the performance of obligations and the exercise of rights under Telkom’s public
switched telecommunications services license.

Since May 2002, our strategic equity investors no longer exercise effective operational and managerial control over us, but they
continue to provide us with strategic direction as their nominees continue to occupy key managerial positions, including those of chief
operating officer, chief financial officer and chief strategic officer, and participate in Telkom’s operating committee. Where previously
our strategic equity investors provided us with up to approximately 75 employees, they provided us with approximately 30 employees
as of September 30, 2002. See “Relationship with Major Shareholders and Related Transactions — Shareholder arrangements —
Strategic services agreement” beginning on page 148 of this prospectus.

Fixed-line transformation program

As a first step in preparing for the liberalization of the fixed-line telecommunications market in South Africa, we began a
transformation program in May 1997 to change the orientation of our fixed-line business from a majority governmental owned
entity to a market and profit-oriented business. Our transformation program aimed to reorganize our fixed-line business along
functional lines from the previous regional structure, change our corporate culture and improve the skills of our South African
employees, increase our marketing efforts, outsource non-core operations and manage revenue generation and operating expenses
more effectively.

Employee-related expenses are a significant component of our total fixed-line operating expenses. The number of our fixed-line
employees, excluding Telkom Directory Services and Swiftnet, declined by approximately 18,800 positions from March 31, 1997
through September 30, 2002. We spent R373 million, R132 million and R303 million in the years ended March 31, 2002, 2001 and
2000, respectively, and R169 million and R195 million in the six months ended September 30, 2002 and 2001, respectively, on
our employee restructuring program. We intend to continue to reduce our fixed-line headcount over the next five years. Our fixed-
line transformation program has benefited significantly from the management, marketing, technical and financial expertise of
our strategic equity investors. Our number of fixed lines per employee increased from 82 as of March 31, 1998 to 129 as of
September 30, 2002.

As part of our fixed-line transformation program we identified and outsourced a number of non-core activities. Since March 31,
2000, we have outsourced our motor vehicle fleet, security operations, electronic workshop, light engineering workshop, catering
services and buildings management operations. Through March 31, 2002, we received R804 million from our outsourcing program,
which we have utilized to further upgrade and expand our fixed-line network, invest in our core operations and reduce debt. We
recently announced our intention to dispose of our property portfolio through a sale and leaseback transaction. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Recent developments — Property portfolio” on page 38
of this prospectus.

Current ownership

Immediately prior to this global offering, Telkom had three shareholders. The Government of the Republic of South Africa
owned 67% of Telkom’s issued and outstanding ordinary shares, Thintana Communications owned 30% of Telkom’s issued and
outstanding ordinary shares and Ucingo Investments owned 3% of Telkom’s issued and outstanding ordinary shares.

Upon completion of this global offering, the Government will own approximately 42% of Telkom’s issued and outstanding
ordinary share capital, or approximately 38% if the underwriters exercise their over-allotment option in full, Thintana
Communications will own approximately 30% of Telkom’s issued and outstanding ordinary share capital and Ucingo Investments
will own approximately 3% of Telkom’s issued and outstanding ordinary share capital.

Regulatory background

Between 1991, when Telkom was incorporated, and 1996, when the South African Telecommunications Act, 103 of 1996, was
enacted, we were the exclusive provider of public switched telecommunications services, including international voice services in
South Africa, acting pursuant to the now repealed South African Post Office Act, 44 of 1958. As a partially privatized network
operator, we continued to act as the exclusive public switched telecommunications service provider until May 7, 2002, when our
period of exclusivity expired. During that period and with the assistance of our two strategic equity investors, we prepared for
competition in the public switched telecommunications services sector. As part of the fixed-line telecommunications liberalization
program, ICASA issued an international carrier of carriers license and multimedia license to Sentech Limited in May 2002. In
addition, the South African Minister of Communications and ICASA have initiated a process to issue a license to a second national
operator, which will introduce competition for us in the public switched telecommunications services sector, and to issue additional
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licenses to small business operators to provide telecommunications services in areas with a teledensity of less than 5%. This process
is not yet completed, but ICASA has indicated that it expects to issue these licenses in 2003 or early 2004. Further competition

may arise as a result of an assessment by the Minister of Communications of the feasibility of issuing additional licenses from

May 2005.

In the mobile communications market, Vodacom, our 50% owned joint venture, and MTN were issued licenses under the
Post Office Act, 44 of 1958, in 1993 to provide mobile cellular telecommunications services in South Africa. These licenses
continued in force under the Telecommunications Act, 103 of 1996, until they were confirmed and re-issued on August 19, 2002.
Until November 2001, Vodacom and MTN were the only two licensed mobile communications network operators in South Africa.
In November 2001, Cell C commenced operations as a third mobile communications network operator.

Our competitive strengths

We believe that we are well-positioned to strengthen our business, increase our profitability and cash flows and successfully
meet future competition based on the following:

We have the leading market position and are well placed to face competition in the South African fixed-line communications
market.

We believe our leading market position and our strong brand recognition will enable us to successfully meet competition in the
fixed-line communications market without significant future fixed-line roll-out and with reduced levels of investment in our fixed-
line segment. Key to achieving our objectives is our focus on rigorous cost management and efficiency improvements, reduced
levels of investment and the successful implementation of our business strategy.

Customer retention is one of our key focus areas and we have undertaken the following actions to ensure we retain
our customers:

» refocused our sales and marketing force into more specialized divisions and entered into long term contracts with a number
of our larger corporate and business customers;

» improved the efficiency and quality of our network and achieved high service quality targets; and

» successfully rebalanced our fixed-line tariffs to be more closely aligned with the costs of providing services, thereby reducing
the need for future tariff adjustments and placing us in a strong competitive position.

We have a state-of-the-art, fully digital fixed-line network that provides service to every major urban area in South Africa.

We believe our extensive state-of-the-art fixed-line network places us in a strong position to compete with new providers of
communications services as it enables us to sell value-added voice and data services. Since 1997, we have:

* largely completed our fixed-line network modernization and line roll-out program and, as of September 30, 2002, had 99.8%
of our telephone access lines connected to digital exchanges;

* modernized and enhanced our fixed-line network’s resiliency and performance through the deployment of synchronous
digital hierarchy managed self-healing optical fiber rings and by increasing our use of optical fiber;

* deployed a national network operations center with the ability to proactively monitor our network and offer managed data
networking services to global and corporate customers; and

* invested in the SAT-3/WASC/SAFE submarine cable system, which provides increased fiber optic transmission capability
between South Africa and international destinations.

We are an integrated communications service provider of bundled voice, data, video and internet services with the expertise to
expand our service offerings.

Our network and resources enable us to provide customers with a wide range of integrated communications services, including
voice services, data communications services, video services and internet services. We have undertaken the following actions to
strengthen our data communications service capabilities and improve our integrated communications service offerings:

* successfully launched ISDN in 1995 and ADSL in August 2002 to business and residential customers;

* developed extensive experience in designing and operating customized data communications and managed data networking
products and services, including managed local and wide area networks;

» entered into business alliances with a number of leading communications equipment suppliers such as Siemens, Cisco
Systems, Hughes Network Systems and Sun Microsystems to provide fully integrated communications solutions over our
core fixed-line network; and

* deployed an extensive voice-over-internet protocol, or VOIP, network and launched a voice over internet protocol regional
clearing house to serve as a hub for voice traffic on the African continent.
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We have benefited, and expect to continue to benefit, from the financial, operational and managerial expertise of our two

strategic equity investors.

SBC Communications is a leading provider of communications services in the United States and has significant experience
operating in a highly deregulated and competitive communications markets. Telekom Malaysia is the leading communications
service provider in Malaysia with both fixed-line and mobile businesses. We benefit from the experience and knowledge of our
strategic equity investors through:

* their participation on our operating committee and their employees who serve as our officers; and

* the skills they transfer to our South African management team.

Vodacom is the leading South African mobile communications network operator with strong brand recognition, extensive
network coverage and distribution channels.

Vodacom is the largest mobile communications network operator in South Africa with a market share of approximately 59% as
of September 30, 2002 based on total reported customers. Vodacom has an extensive network that covers 95.1% of South Africa’s
population based on the last official census conducted in 1996 and 64.6% of the total land surface area of South Africa as of
September 30, 2002. Vodacom has a broad distribution network consisting of Vodacom owned shops and sales forces and
independent dealers, franchises and national chains.

Vodacom is leveraging its successful experience in South Africa to selectively expand into other sub-Saharan African countries.

Vodacom is pursuing future growth through select expansion initiatives in other sub-Saharan African markets that are
complementary to its core business in South Africa. Investments outside of South Africa are evaluated and monitored against key
investment criteria, focusing primarily on countries with stable economic and political conditions and good prospects for growth,
market leadership and profitability. Other key factors include Vodacom’s ability to gain majority ownership, develop strong local
partnership relationships and obtain non-recourse financing. Other African operations are branded under the “Vodacom” name.

Vodacom benefits from an experienced and long-serving management team complemented by its experienced local and
international shareholders, Vodafone, VenFin and us.

Vodacom has an experienced, long-serving management team with a record of innovation as the first mobile communications
network operator in the world to offer prepaid mobile communications services on an intelligent network platform and the first
South African mobile communications network operator to provide nationwide coverage in South Africa. Vodacom benefits from
the financial, operational and managerial expertise of its strategic shareholders, Vodafone, VenFin and us.

Our group strategy

Our group strategic goals are to increase shareholder value by increasing profitability and cash flows, while maintaining our
market leadership in the South African fixed-line and mobile communications markets. We also intend to support Vodacom’s
strategy of establishing and maintaining leading positions in other sub-Saharan African mobile markets. In addition, we will seek to
increase the synergies between our fixed-line business and Vodacom. In order to achieve our goals, we intend to pursue the
following strategies:

Compete effectively in our core fixed-line markets and grow selected markets.

In order to successfully compete and grow revenue in our fixed-line services, we intend to encourage our customers to increase
their usage on our network through the following strategies:

*  Market new services to our existing customers. We intend to increase fixed-line revenue per customer by continuing to
develop and market innovative, value-added voice service packages to our residential fixed-line customers, aggressively
marketing our price advantages and entering into long-term contracts with corporate and business customers.

* Promote increased network usage and revenue. We intend to stimulate network usage and revenue by increasing the
penetration of higher speed internet access through ISDN and ADSL.

*  Maximize traffic revenue. We intend to offer commercial interconnection and facilities leasing agreements to the second
national operator. In addition, we will seek to maximize the number of customers connected to our network through a
targeted deployment of our prepaid offerings where we have existing unutilized capacity.

e Improve our customer service. We intend to continue to improve customer service and satisfaction through improved
distribution channels by relocating service branches and offering tailored packages and calling plan promotions.
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Continue to reduce operating expenses and enhance capital investment efficiencies in our fixed-line business.

We will seek to increase operational and capital expenditure efficiencies to improve operating margins and increase cash flows in
our fixed-line business. We intend to continue to streamline and improve our business operations where advantageous through the
following strategies.

Continue to reduce headcount. We will continue to reduce headcount by encouraging voluntary retrenchments, natural
attrition and other employee optimization initiatives.

Continue to reduce operating expenses. We will seek to continue implementing a strict cost management policy and further
operating expense reduction initiatives.

Invest in operational support systems. We will continue to invest in operational support systems that permit integrated billing,
workforce management and fault handling to improve customer service and enhance operational efficiencies.

Implement a focused and disciplined capital investment program. We will continue to institute a disciplined business oriented
capital investment program to ensure capital investments are tied to demand and are only deployed where returns can be
achieved in excess of our cost of capital.

Expand our integrated service offerings through the increased sale of existing data products and the development of new data
and fixed-mobile products.

We have developed the following strategies to ensure that we are able to capitalize on the projected growth in the data and fixed-
mobile businesses and develop additional long-term corporate customer relationships:

Promote existing data products. We intend to increase corporate and business penetration of data transmission products by
increasing our focused selling and distribution efforts and leveraging our extensive corporate customer relationships and
strong sales force to increase sales of managed data networking services, internet access services, internet protocol based
communications services and related data center services, such as web hosting, server hosting, storage and security.

Develop new fixed-mobile products. We intend to develop new business and residential bundled fixed-mobile products,
together with our 50% owned Vodacom joint venture, in preparation for increased competition and the emergence of new
technologies.

Continue to invest in our fixed-line employees to foster a highly competitive corporate culture and to enhance skills retention.

We intend to continue to change our fixed-line corporate culture and increase productivity through the following strategies:

Implement training and skills retention programs. We intend to continue to leverage the experience of our strategic equity
investors to improve and transfer skills to our employees. In addition, we plan to improve retention of critical skills through
employee retention programs such as the implementation of appropriate employee share ownership and option plans.

Continue to develop long-term relationships with our trade unions. We intend to continue to develop long-term relationships
with our trade unions through the development of mutually beneficial guidelines for managing our employees.

Entrench a competitive culture. We will seek to foster a competitive culture through the continued roll-out of “The
Competitive Mindset” program, our company-wide program aimed at educating our employees to better respond to future
competition and creating an entrepreneurial culture.

Capitalize on the growing mobile communications market through Vodacom.

We intend to continue our participation in the South African mobile communications market through Vodacom and will support
its strategic objectives. Vodacom’s strategic objectives are to achieve sustainable growth in profits and cash flow, while
maintaining its leading market position in South Africa and growing its operations in other select sub-Saharan African countries.
In order to achieve these objectives, Vodacom intends to pursue the following strategies:

Achieve sustainable growth in profits and cash flows. Vodacom will seek to sustain growth in profits and cash flows by
growing customer numbers, while carefully managing its existing customer base, capital expenditures and operating
expenses. Vodacom will focus on maintaining low churn rates and retaining high value customers through focused handset
upgrade policies, while continuously monitoring customer acquisition costs.

Expand data and fixed-mobile products. Vodacom intends to increase its revenue and profits by introducing a range of
offerings of value-added data and content services over its network, such as multimedia messaging services, information and
banking services, and location based services through alliances with content service providers, while remaining focused on
its core mobile business. Vodacom will seek to develop and market in cooperation with us, new business and residential
bundled fixed-mobile products. Vodacom launched its general packet radio services, or GPRS, network in October 2002.

Increase revenue from Vodacom’s other African operations. Vodacom intends to increase revenue from its other African
operations, initially by growing its existing operations in sub-Saharan Africa, and by selectively acquiring additional mobile
licenses or operators in other sub-Saharan African markets in the future, focusing primarily on countries that have stable
economic and political conditions and good prospects for growth, market leadership and profitability. In its other African
operations, Vodacom seeks to gain majority ownership, develop strong local partnership relationships and obtain non-
recourse financing.
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Group operational structure

Our business consists of two segments:
e a fixed-line segment; and
* amobile segment.

Our fixed-line segment consists of our fixed-line business, which provides fixed-line access and data communications services
through Telkom; directory services through our 64.9% owned Telkom Directory Services subsidiary; and wireless data services
through our wholly-owned Swiftnet subsidiary. Our mobile segment consists of our 50% interest in Vodacom, our joint venture. Our
group operational structure is as follows:

Fixed-line Mobile
- 50.0% Vodacom Group
Telkom SA Limited - (Proprietary) Limited

64.9% | Telkom Directory Services
- (Proprietary) Limited

100.0 % Swiftnet (Proprietary)
- Limited

Fixed-line communications
Overview

Our fixed-line segment is our largest business segment and includes our fixed-line telephone, data and directory services
business. Our fixed-line services consist of:

 fixed-line subscription and connection services to postpaid, prepaid and private payphone customers using PSTN, ISDN and
ADSL technologies, as well as the sale of value-added voice services and customer premises equipment;

» fixed-line traffic services to postpaid, prepaid and payphone customers, including local, long distance, fixed-to-mobile and
international outgoing traffic services;

* interconnection services, including terminating traffic from South African mobile operators and terminating and transiting
traffic from international operators;

* fixed-line data services, including data transmission services, such as leased lines, packet-based services, managed data
networking services and internet access and related information technology services; and

e directory services.

Products and services
Subscriptions and connections

We provide postpaid, prepaid and private payphone customers with digital and analog fixed-line access services, including
PSTN lines, ISDN lines, ADSL, which we launched in August 2002, and wireless access between a customer’s premises and our
fixed-line network. Each PSTN line includes one access channel, each basic ISDN line includes two access channels and each
primary ISDN line includes 30 access channels. Each ISDN line transmits signals at speeds of 64 kilobits per second per channel.
ADSL allows the provision of high speed connections over existing copper wires using digital compression. ADSL transmits signals
at speeds of 512 kilobits per second downstream and 256 kilobits per second upstream. We expect growth in the provision of ISDN
lines will increase our revenue as subscription fees for ISDN lines are higher than those for PSTN lines.

We were the first fixed-line operator in the world to provide prepaid service on a fixed-line network. Our prepaid service offers
customers an alternative to the conventional postpaid fixed-line telephone service. All costs, including installation, telephone
equipment, line rental and call charges, are paid in advance so that there are no monthly phone bills. We target our prepaid service
mainly at first-time homephone customers who do not have a sufficient credit history and are located in areas where we can provide
access to our network without significant additional investment. Customers who have previously had their telephone service
disconnected due to non-payment are also encouraged to migrate to our prepaid service option in order to reduce future
nonpayments while satisfying demand for our services.
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We also offer subscriptions to value-added voice services. We offer a broad range of value-added voice services on a
subscription or usage basis, including call forwarding, call waiting, conference calling, voice-mail, freecall, sharecall, which permits
callers and recipients to share call costs, speed dialing, enhanced fax services and calling card services for payphones. These
services complement our basic voice services and provide us with additional revenue while satisfying customer demand, enhancing
our brand and increasing customer loyalty.

We provide payphone services throughout South Africa. As of September 30, 2002, we operated approximately 186,300 public
payphones and approximately 18,500 private payphones, of which approximately 43% were coin operated and the remainder were
card operated phones. We also have combination payphones. In July 2001, we launched a new community container payphone
program, that places payphones in secure central locations in underserviced and outlying areas. The payphone containers are
managed by the communities in which they are located in order to reduce theft and vandalism. As a result, we are able to provide
telephone service to underserviced areas.

The following table sets forth information regarding our postpaid and prepaid lines and payphones as of the dates indicated,
including our internal lines:

As of As of
March 31, September 30, Six months
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change 2001 2002 % change
(thousands, except percentages)

Postpaid PSTN' . . . . . ... ... 4,668 3,930 3,554 (15.8) (9.6) 3,761 3,407 94
Business . . ... ... ... ... 1,848 1,627 1,578 (12.0) 3.0 1,615 1,529 (5.3)
Residential . . . . ... ... ... 2,820 2,303 1,976 (18.3) (14.2) 2,146 1,878 (12.5)

Prepaid PSTN' . . ... ... ... 381 480 708 26.0 47.5 615 780 26.8

ISDN channels . ... ....... 271 374 467 38.0 24.9 421 522 24.0

Payphone’ . . . ... ... ..... 173 178 195 2.9 9.6 189 186 (1.6)

Total access lines® . . . . ... ... 5,493 4,962 4,924 9.7) (0.8) 4,986 4,895 (1,8)

1 PSTN lines include copper cable, ADSL, digital enhanced cordless technology, or DECT and fiber.

’ Includes public and private payphones.

’ Total subscription access lines are comprised of PSTN lines, including ISDN channels, public and private payphones and internal lines in service.
Telkom had 162,460, 151,986 and 145,302 internal lines as of March 31, 2002, 2001 and 2000, respectively, and 136,459 and 157,942 internal
lines as of September 30, 2002 and 2001, respectively. Each PSTN line include one access channel, each basic ISDN line includes two access
channels and each primary ISDN line includes 30 access channels.

In accordance with the installation performance targets in our public switched telecommunications service license, we were
required to roll-out 2.7 million access lines and 120,000 payphones from May 1997 to May 2002. We substantially met all of our
line roll-out targets. We elected not to roll-out lines in our last year of exclusivity where it was not economical to do so. As a result,
we missed our fixed-line roll-out target by 16,448 lines. The number of our telephone access lines in service has grown at a
compounded annual rate of 3.0% over the five year period ended March 31, 2002.

During the years ended March 31, 2002 and 2001 and in the six month periods ended September 30, 2002 and 2001, respectively,
our total access lines were adversely impacted by a high level of disconnections resulting largely from the fixed lines we rolled out in
impoverished areas in accordance with the targets contained in our license and the consequent non-payment by a number of these
customers, as well as the continued migration of fixed-line customers to mobile services. We disconnected 1.1 million access lines in
2002 and 1.5 million access lines in 2001. The decrease in postpaid PSTN lines was partially offset by an increase in postpaid ISDN
lines, prepaid lines and payphone units.

We also offer telecommunications equipment sales, such as telephones and private branch exchange systems, or PABX systems,
related post-sales maintenance and service for residential and business customers in South Africa. The market in South Africa for
such equipment and systems, commonly known as customer premises equipment, is characterized by high competition and low
profit margins. We believe, however, that the supply and servicing of customer premises equipment is an essential element of
providing a full service to our customers.

Traffic

We offer local, long distance, fixed-to-mobile and international telephone services to business, residential and payphone customers
throughout South Africa at tariffs that vary depending on the destination, distance, the length and time of day of call. Local traffic
services are for calls made to destinations less than 50km from origination. Long distance traffic services are for calls made to
national destinations greater than S0km. We provide international outgoing telephone services, including both voice and data traffic.
All international traffic to and from South Africa was legally required to be routed through our network until May 7, 2002.
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We provide direct international dialing access to over 230 destinations. The following table sets forth information regarding our
traffic for the periods indicated. We calculate fixed-line traffic by dividing traffic revenues for the particular category by the
weighted average tariff for such category during the relevant period.

Year ended Six months ended
March 31, September 30, Six months
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change 2001 2002 % change

(millions of minutes, except percentages)

Local' . .. ... ... ...... 19,471 20,388 20,252 4.7 (0.7) 10,246 9,870 3.7)
Long distance . . ... ....... 5,222 4,938 4,895 (54) (0.9) 2,492 2,445 (1.9)
Fixed-to-mobile . . ... ... ... 3,659 4,319 4,390 18.0 1.6 2,221 2,079 (6.4)
International outgoing . . . ... .. 344 357 375 3.8 5.0 184 219 19.0

Total traffic . ... ......... 28,696 30,002 29,912 4.6 0.3) 15,143 14,613 3.5

! Local traffic includes internet traffic.

Interconnection services

We provide interconnection services to the three mobile operators, Vodacom, MTN and Cell C, and other entities that lawfully
provide licensed telecommunications services in South Africa consisting of call termination and call transit, as well as access,
through our network, to other services, including FreeCall 080, ShareCall 0860 and HomeFree, emergency services and directory
enquiry services. We will also be required to provide interconnection services to the second national operator and to other licensees.

We also provide interconnection services to international operators in respect of incoming international calls and transiting
traffic through South Africa to other African countries. We are seeking to establish ourselves as the principal international
telecommunications hub for Africa through our investments in undersea cables and our network and our arrangements with other
fixed-line operators in Africa in order to continue to increase international transiting traffic revenue.

The following table sets forth information regarding interconnection traffic terminating on or transiting through our network for the
periods indicated. We calculate interconnection traffic, other than international outgoing mobile traffic and international interconnection
traffic, by dividing interconnection revenue for the particular category by the weighted average tarift for such category during the
relevant period. Fixed-line international outgoing mobile traffic and international interconnection traffic are based on the actual traffic
registered through the respective exchanges and reflected in international interconnection invoices.

Year ended Six months ended
March 31, September 30, Six months
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change 2001 2002 % change

(millions of minutes, except percentages)

Domestic mobile interconnection traffic 1,931 2,051 2,008 6.2 (2.1) 975 1,034 6.1
International interconnection traffic . 500 862 1,053 72.4 22.2 502 498 (0.8)
Total . . ... ............ 2,431 2,913 3,061 19.8 5.1 1,477 1,532 3.7

Data communications services

We offer a wide range of national and international data communications services, including:
» data transmission services, such as leased lines and packet-based services;

* managed data networking services; and

e internet access and related information technology services.

Data transmission services

Data transmission services provide the connection of information technology applications over wide area networks. These services
include leased lines and packet-based services. We have a growing portfolio of data transmission products tailored to different customer
needs from high bandwidth mission critical applications to low bandwidth applications. We also offer our customers tailor-made cost
effective customer specific solutions.
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The following table sets forth information regarding our data transmission services, excluding mobile leased lines as of the dates
indicated converted into lines using a 64 kilobits per second equivalent:

As of As of
March 31, September 30, Six months
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change' 2001 2002 % change
(64 kilobits/s equivalent, except percentages)
Total data lines 248,919 315,597 398,311 26.8 26.2 n/a 355,533 n/a

''we replaced our data billing and customer care systems in July 2002. Our new systems exclude non-revenue generating lines from the definition
of leased lines. As a result, leased lines as of September 30, 2002 are not comparable to prior periods.

Leased lines. We are presently the sole provider of national and international leased lines in South Africa. Leased lines are
fixed connections between locations, which are secure and exclusive to the user, and are mainly used for high volume data or
multimedia transmission. Leased lines are our principal data transmission service and include Diginet, Diginet Plus and Megaline
services. We also provide leased lines to broadcasters for audio and video services. Our leased line customers pay an initial
installation charge and a recurring fee based on the type, length and capacity of the leased line. In recent years, leased line charges
have increased slightly due to capital cost increases. However, we expect that competition will result in lower leased line prices in
the future.

The following table sets forth the bandwidth capacity of our Diginet, Diginet Plus, Megaline and broadcasting data transmission
services:

Leased line Bandwidth
Diginet 9.6 Kbit/s to 64 Kbit/s
Diginet Plus 128 Kbit/s to 2 Mbit/s
Megaline 2 Mbit/s to 155 Mbit/s
Broadcasting

Audio 64 Kbit/s

Video 34 Mbit/s

Packet-based services. Packet-based services are based on a statistical multiplexing technique that allows customers to share
bandwidth more cost effectively based on a virtual private network concept. Our packet-based services include packet-switched
services, frame relay services, asynchronous transfer mode based services and internet protocol based services.

Our packet-switched service is Saponet-P, which allows data communications for a range of applications, such as database
searches, electronic funds transfers and e-mail. We use the X.25 protocol, which is a worldwide standard for transmitting data using
packet-switched networks. Packet-switched services are based on a mature technology and account for a significant but declining
amount of our data transmission service revenue. Although traffic has grown in recent years, we expect that customers currently
using packet-switched services will increasingly migrate to frame relay based services and, in the future, asynchronous transfer
mode based services and internet protocol services.

Our frame relay service is a high speed open protocol that is more efficient than X.25 packet-switching and is well suited for
data intensive applications, such as connecting local area networks. Instead of leasing high capacity lines in order to accommodate
occasional or intermittent high data volumes, customers using frame relay pay for capacity sufficient to satisfy their average
requirements. Frame relay based services account for a growing percentage of our data transmission service revenue. This is due
primarily to the significant increase in the amount of internet and corporate local access network traffic carried on our frame relay
networks and the growing number of applications that require the speed and flexibility of more advanced technologies.

Our asynchronous transfer mode based services include ATM Express, which we launched in 2002. ATM Express provides
digital transmission services for wide area networks at speeds from 2 megabits per second up to 155 megabits per second. ATM
Express provides a medium for companies to transmit high volumes of virtually error-free information at high speeds over their
wide area network with high quality and reliable connections. Voice, video and data applications can be supported simultaneously
over a connection. Megaline Plus is a broadband service providing for the carrying of voice and video at a constant bit rate across
our asynchronous transfer mode network. ATM Express and Megaline Plus serve as an integral component of our integrated virtual
private network service offering that allows for the convergence of voice, data, video, e-commerce and web services across a single
access medium over our network. We expect our asynchronous transfer mode based service revenue to grow as a result of
customers’ growing demand for bandwidth, flexibility and reliability.

Our primary internet protocol data transmission products include VIPLink, an internet protocol wide-area-network, and VIPDial,
a telecommuting product. We have invested in an internet protocol and voice-over internet protocol network and launched a regional
clearinghouse to serve as a hub for voice traffic on the African continent. We intend to launch additional internet protocol data
transmission products in the future.
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Managed data networking services

Our managed data networking services combine our data transmission services discussed above with active network
management provided by us. We offer a wide range of integrated and customized networking services, including planning,
installation, management and maintenance of corporate-wide data, voice and video communications networks, as well as
other value-added services, such as capacity, configuration and software version management on customers’ networks. To market
our service commitment, we offer guaranteed service level agreements on a wide range of our products, which guarantee
availability, or uptime, of the network, through the use of our national network operations center.

Our managed data networking services include our customer network care service, which facilitates the network management of
all our data transmission services using the leased lines or packet-based services discussed above, and our Spacestream and IV Sat
products, which are satellite based products. Spacestream is our high quality, flexible satellite networking service that supports data,
voice, fax, video and multimedia applications. IVSat connects computers, systems and users internationally and enables the transfer
of large volumes of data and information between locations anywhere in Africa.

Managed data networking services are billed on a monthly basis and vary by customer depending on the particular services
provided and the number of network sites under management. The following table sets forth information regarding the number of
managed network sites for each of our managed data networking services as of the dates indicated:

As of As of
March 31, September 30, Six months
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change 2001 2002 % change

(number of sites, except percentages)

Terrestrial based . . . ... ... .. 789 1,329 2,139 68.4 60.9 1,442 2,676 85.6
Satellite-based . . . ... ...... 2,349 3,305 3,545 40.7 7.3 3,671 3,960 7.9
Total managed network sites . . . . 3,138 4,634 5,684 47.7 22.7 5,113 6,636 29.8

Internet access services and other related information technology services

Internet access services. We are one of the leading internet access providers in South Africa in the wholesale internet access
provision market and are focused on growing our position in the retail internet access market. We are also packaging our
Telkom/nternet product with ADSL and ISDN services.

Our South African internet exchange, or SAIX, is South Africa’s largest internet access provider offering dedicated and dial-up
internet connectivity and private label internet service provider services to corporate customers and internet service provider
companies. These services include e-mail, web page hosting, administration, technical support, virus protection and domain name
registration. SAIX has offered fixed-line network internet access through dial-up service since 1997. SAIX derives revenue for its
access services primarily from fees paid by customers for its dial-up services.

We launched Telkom/nternet in January 2000. Telkom/nternet provides dial-up internet access service for residential and small
businesses. Telkom/nternet derives revenue primarily from fees paid by customers for its dial-up services.

The following table sets forth information regarding our wholesale and retail internet services and customers as of the dates
indicated.

As of As of
March 31, September 30, Six months
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change 2001 2002 % change
Wholesale
Internet leased lines . . . ... ... n/a 643 778 - 21.0 671 930 38.6
Internet leased lines — equivalent
64kb/s . ... n/a 2,105 2,876 - 36.6 2,482 3,656 473
Dial-up ports . . . ... ... ... 3,124 6,476 8,557 107.3 32.1 7,852 10,043 27.9
Retail
Internet customers . . . . ... ... 23,205 37,122 48,995 60.0 32.0 42,866 75,317 75.7

Our wholesale internet services are billed on a bandwidth basis while our retail internet services are billed on a monthly
subscription basis. We also generate fixed-line traffic revenue from internet traffic routed over our fixed-line network.
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Information technology and related services. We have recently expanded our data offering to selected information technology
services, including local area network services, data center hosting services, managed infrastructure hosting, web application
hosting, security services, disaster recovery and storage services and application service provider hosting. Our local area network
services include structured cabling, local area network management services, local area network equipment supply and shared local
area network applications. Our security services include firewalls, intrusion detection, certificate authority and virus protection.

We also offer e-commerce products and services, including electronic data interchange, hosted procurement market place,
payment gateways, electronic storefronts, electronic bill presentment and electronic protocol translation services. CyberTrade, our
web-based e-commerce service provider, provides users with a secure platform to perform online banking and stock market trading,
to buy and sell goods and products from electronic merchants and to access critical information.

Directory and other services

Directory services. We own 64.9% of Telkom Directory Services, the largest directory publisher in South Africa providing white
and yellow pages directory services and electronic white pages. Telkom Directory Services has begun providing electronic yellow
pages and value-added content through full color advertisements. Telkom Directory Services is working towards improving the
accessibility and distribution of the directories through door-to-door delivery and electronic media. We also provide national
telephone inquiries and directory services.

Wireless data application services. We own 100% of Swiftnet, which operates under the name Fastnet Wireless Service. Fastnet
is a wireless network providing asynchronous wireless access on our X.25 network, Saponet-P, to its customer base. Services
include retail credit card and check point-of-sale terminal verification, telemetry, security and vehicle tracking.

Fees and tariffs
Tariff rebalancing

We have made significant progress over the past five years in rebalancing tariffs in our fixed-line segment in order to reduce the
need for future tariff adjustments in the face of competition. Our tariff rebalancing program has resulted in a decrease in the ratio of
tariffs for long distance calls to all destinations over 200 km compared to tariffs for local calls from 13.2:1 as of March 31, 1997
to 2.7:1 as of March 31, 2002. The weighted average effective price per minute to all international destinations decreased
approximately 44% from January 1, 1998 to March 31, 2002. The following table shows our long distance to local call ratio for the
periods indicated.

As of March 31,
1997 1998 1999 2000 2001 2002
Long distance to local call ratio 13.2 9.2 7.7 6.9 5.8 2.7

The Telecommunications Act, 103 of 1996, and regulations made under the Act impose a price cap formula on a basket of
specified services that we previously had the exclusive right to provide, including installations; prepaid and postpaid line rental;
local, long distance and international calls; fixed-to-mobile calls; public payphone calls; ISDN services; our Diginet product; and
our Megaline product. More than 80% of Telkom’s operating revenue is included in this basket. Prices on these services are filed
with ICASA for approval. Revenue from these services may not be used to subsidize other products and services. Currently, the
overall tariffs for all services in the basket may not be increased by more than 1.5% below inflation in South Africa, based on the
consumer price index and measured using revenue for the services in the basket at constant volumes for the prior year. In addition,
prior to January 1, 2003, the price of any individual product or service included in the basket could not be increased by more than
20% above inflation in South Africa in any year. Effective January 1, 2003, the price of any individual product or service included
in the basket may not be increased by more than 5% above inflation in South Africa in any year. In December 2002, ICASA
approved our tariff filing providing for a 9.5% increase in the overall tariffs for all services in the basket effective January 1, 2003,
based on the increase in the consumer price index for September 2002 of 12.5%. Inflation in South Africa was 5.7% in the year
ended December 31, 2001 and 5.4% in the year ended December 31, 2000. See “Risk Factors — Risks Related to Regulatory and
Legal Matters — Our tariffs are subject to approval by the regulatory authorities, which may limit our flexibility in pricing and could
reduce our net profit” on page 19 and “Regulation and License Requirements” beginning on page 123 of this prospectus.

Subscription and connection tariffs

We offer a number of products and programs that provide customers with volume and term benefits in order to attract customers,
such as our R7 call plan, which allows customers to make calls of unlimited duration anywhere in South Africa for R7.00 per call,
including VAT, during weeknights and weekends. We also provide reduced installation charges to most packaged services and
provide discounts to other customer specific solutions. In order to attract high-volume corporate and business customers we offer
PrimeNet, which provides volume discounts for intracompany traffic between different company premises, and rate stability
programs on certain data products that fix rates at the lower of the prevailing rates or the rate at the time of the contract.
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The following tables show our subscriptions and connections tariffs as of March 31, 2002 and September 30, 2002 and our new

subscriptions and connections tariffs effective January 1, 2003.

As of March 31, 2002 and September 30, 2002

PSTN Postpaid  PSTN Prepaid ISDN basic  ISDN primary
(ZAR, including value-added tax)
Business
Installation . . . ... ... ............. 239.00 n/a 377.19 20,314.80
Monthly rental . . . . .. .. ... ... .. ... . 89.97 n/a 186.77 2,698.92
Residential
Installation . . . ... .. ... ... ....... 239.00 138.00 377.19 n/a
Monthly rental . . . . . ... ... o000 67.72 41.98 158.75 n/a
As of January 1, 2003
PSTN Postpaid PSTN Prepaid ISDN basic  ISDN primary
(ZAR, including value-added tax)
Business
Installation . . . .. ... .. ... .. ....... 268.98 n/a 377.19 20,314.80
Monthly rental . . . . ... ... ... ... 101.23 n/a 201.78 3,036.96
Residential
Installation . . . ... ... .. ........... 268.98 155.27 377.19 n/a
Monthly rental . . . . ... ... L. 76.20 47.23 171.50 n/a
Traffic tariffs

Local, long distance and fixed-to-mobile

When setting local and long distance call pricing, a number of variables are considered in order to generate an optimal level of
revenue and to balance demand and affordability within our price cap limitations. These include the duration of the call, the
distance between the points of origin and destination, and the time of day as well as the day of the week the call is made.

For calls from our fixed-line customers to mobile users, we bill our customer the standard retail tariff, retain a fixed portion of

the retail tariff and pay the remainder of the tariff to the mobile operator.

The following table sets forth our postpaid and prepaid traffic tariffs as of March 31, 2002 and September 30, 2002 and our new

postpaid and prepaid traffic tariffs effective January 1, 2003:

As of January 1, 2003

Off
peak rates’

Peak rates'

Off
peak rates’

(ZAR, including value-added tax)

0.49
0.12
0.88
0.44
1.06
1.06

0.49
0.14
0.88
0.52
1.06

As of March 31, 2002
and September 30, 2002
Peak rates'
Postpaid services (residential and business)
Local minimum call charge (0-50km) for first unit® . . . . . . . 0.49
Local call rate per minute (0-50km) after first unit® . . . . . . . 0.33
Long distance minimum call charge (>50km) for first unit* . . . 0.88
Long distance call rate per minute (>50km) after first unit* . . . 0.88
Fixed-to-mobile call rate per minute (Vodacom and MTN) . . . 1.78
Fixed-to-mobile call rate per minute (Cell C) . . . ... .. .. 1.62
Prepaid services (residential only)
Local minimum call charge (0-50km) for first unit® . . . . . . . 0.49
Local call rate per minute (0-50km) after first unit® . . . . . . . 0.38
Long distance minimum call charge (>50km) for first unit® . . . 0.88
Long distance call rate per minute (>50km) after first unit® . . . 1.04
Fixed-to-mobile call rate per minute (Vodacom and MTN) . . . 1.78
Fixed-to-mobile call rate per minute (CellC) . . ... ... .. 1.62

1.06

0.55
0.37
0.99
0.99
1.88
1.88

0.55
0.42
0.99
1.17
1.88
1.88

0.55
0.14
0.99
0.50
1.11
1.11

0.55
0.16
0.99
0.59
1.11
1.11

! Monday to Friday 7 a.m. to 7 p.m. for local and long distance calls, excluding public holidays in South Africa. Monday to Friday 7 a.m. to 8 p.m.

for fixed-to- mobile calls, excluding public holidays in South Africa.

? Monday to Friday 7 p.m. to 7 a.m. and Friday 7 p.m. to Monday 7 a.m. and on public holidays in South Africa for local and long distance calls.
Monday to Friday 8 p.m. to 7 a.m. and Friday 8 p.m. to Monday 7 a.m. and on public holidays in South Africa for fixed-to-mobile calls.

® The first unit for peak calls is 89 seconds and for off peak calls is 238 seconds.
“_‘ The first unit for peak calls is 60 seconds and for off peak calls is 120 seconds.
> The first unit for peak calls is 78 seconds and for off peak calls is 207 seconds.
® The first unit for peak calls is 51 seconds and for off peak calls is 101 seconds.
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International outgoing

Our outgoing international call tariffs and payments are based on settlement rates negotiated with other international carriers on
a bilateral basis. The following table sets forth our international outgoing traffic tariffs per minute as of March 31, 2002 and
September 30, 2002 and our new international outgoing traffic tariffs per minute effective January 1, 2003 for residential and
business customers to the ten most frequently called countries.

As of March 31, 2002

and September 30, 2002 As of January 1, 2003
Off Off
Peak rates’  peak rates’  Peak rates'  peak rates’

(ZAR, including value-added tax)

United Kingdom . . . . .. ... ... ... ... . ... 341 3.07 3.35 3.01
Zimbabwe . ... .. 1.58 1.24 1.58 1.24
United States . . . . . .. ... .. 3.64 3.29 3.57 3.24
Namibia . . . . . .. . ... 1.58 1.24 1.58 1.24
Botswana . . . . . . ... 1.58 1.24 1.58 1.24
Mozambique . . . . ... 2.72 2.38 2.72 2.38
Germany . . . ... . e e 2.84 2.61 2.79 2.56
Swaziland . . . . .. ... 1.58 1.24 1.58 1.24
Australia . . ... . 3.28 2.95 3.22 2.90
Lesotho . . ... ... ... ... .. ... . . ... 1.58 1.24 1.58 1.24

! Monday to Friday 8 a.m. to 8 p.m., excluding public holidays in South Africa.
2 Monday to Friday 8 p.m. to 8 a.m. and Friday 8 p.m. to Monday 8 a.m. and on public holidays in South Africa.

Interconnection tariffs

Interconnection termination rates for mobile operators are distance-independent, and are based on aggregated measurements of
traffic crossing the points of interconnection measured on a per-second basis. For national calls from mobile users to fixed-line
customers, the mobile operator pays us a termination fee. The risk of uncollectibles is carried by the originating operator.

For incoming international calls destined for mobile users, we pay the mobile operator a termination rate which is the same as the
rate we pay for fixed-to-mobile calls, and for outgoing international calls originating from mobile users, the mobile operators pay to
us our standard retail rate for international calls, less a discount.

Our current interconnection tariffs are set out in interconnection agreements negotiated and agreed by us and the other operators.
ICASA is entitled to issue, and has issued, regulations relating to interconnection between South African licensed operators.
The following table sets forth our fixed-to-mobile interconnection tariffs, including our termination rates paid to mobile operators
and our retention rates, and our mobile-to-fixed interconnection tariffs as of March 31, 2002 and September 30, 2002 and our new
fixed-line interconnection tariffs effective January 1, 2003.

As of March 31, 2002
and September 30, 2002 As of January 1, 2003
Peak rates'  Off peak rates® Peak rates'  Off peak rates”

(ZAR, including value-added tax)

Fixed-to-mobile (Vodacom and MTN) . .. . .. 1.78 1.06 1.88 1.11
Termination rate paid to mobile operators . . . . 1.40 0.83 1.46 0.86
Retentionrate . . ... .............. 0.38 0.23 0.42 0.25

Fixed-to-mobile (Cell C) . . . .. ... ... ... 1.62 1.06 1.88 1.11
Termination rate paid to mobile operator . . . . . 1.24 0.83 1.46 0.86
Retentionrate . . . ... ... .......... 0.38 0.23 0.42 0.25

Mobile-to-fixed (Vodacom, MTN and Cell C)
Termination rate paid to Telkom . . . ... ... 0.24 0.11 0.27 0.14

' Monday to Friday 7 a.m. to 8 p.m., including public holidays in South Africa.
% Monday to Friday 8 p.m. to 7 a.m. and Friday 8 p.m. to Monday 7 a.m., including public holidays in South Africa.
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Data tariffs

We charge monthly fees for leased lines, which vary based on bandwidth and distance. The following table sets forth the tariffs
for our data leased lines using 20 km distances as of the dates indicated and our new tariffs for our data leased lines using
20 km distances effective as of January 1, 2003.

As of March 31, As of September 30, As of January 1,

2000 2001 2002 2002 2003

(ZAR, including value-added tax)

Diginet 1,652 1,830 1,919 1,919 2,066
Diginet Plus 6,158 6,384 5,943 5,943 6,286
Megalines
2 Mbit/s 15,831 16,781 15,333 15,333 16,188
34 Mbit/s 133,472 143,281 129,675 129,675 136,800
140 Mbit/s 449,776 482,710 437,304 437,304 461,244

Managed data networking services are billed on a monthly basis and vary by customer depending on the particular services
provided and the number of network sites under management.

Sales and marketing

We group our fixed-line customer base into the following three categories in order to more effectively target and service our
customer:

* business customers;
e residential customers; and

* payphone customers.

Business customers

Business customers are comprised of global and corporate customers, business customers, Government customers and wholesale
customers. We have separate sales and marketing departments geared to each of the sub-categories within our business customer
category. Our business customer category accounted for approximately 71% of our total fixed-line revenue, excluding directories
and other revenue, in the six months ended September 30, 2002 and approximately 41% of our total fixed access lines as of
September 30, 2002.

Global and corporate

Global and corporate customers comprise 225 of South Africa’s largest financial, retail, manufacturing and mining companies
with domestic and international operations. We have increased our sales and marketing efforts aimed at our large global and
corporate customers in order to continue to improve customer loyalty. We offer tailored packaged solutions and seek to enter into
long-term relationships with our global and corporate customers in order to maintain our leadership position in this customer
market. We market and sell our products and services to these customers primarily through corporate account managers and our
corporate customer call center in Cape Town.

Business and government

Business and Government customers comprise approximately 550,000 large, medium and small business and governmental
accounts. Government customers accounted for approximately 9% of our total fixed-line operating revenue, excluding directories
and other revenue, in the six months ended September 30, 2002. We separately target the top 500 customers within this category.
We also offer tailored packaged solutions and seek to enter into long-term relationships with our medium and small business
customers in this category. In addition, we established a customer relation unit to focus on retaining business customers. We market
and sell our products and services to these customers primarily through customer account managers and representatives, the Telkom
Business Call Center and customer service branches. As of September 30, 2002, we had over 150 customer service branches located
throughout South Africa to assist our business customers in finding the products and end-user equipment that best fits their needs.

Wholesale

Wholesale customers comprise mobile operators, domestic licensed network operators, international operators and value-added
network service providers. Products sold to wholesale customers primarily include mobile voice termination services, international
voice termination services, leased line data services and international transiting services. We also provide internet protocol services
to other internet service providers. We are currently focusing on developing wholesale products that cater to the needs of a more
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liberalized fixed-line market in South Africa. Our marketing and sales strategy for the wholesale services market is to be the carrier
of choice for other operators. We have invested a substantial amount into our state-of-the-art network both in South Africa and in
our international undersea cables. We intend to compete in this market by offering destination specific wholesale based prices
targeted to this customer market. We intend to focus on expanding our relationships with international operators and further
increasing the penetration of our transiting services to international operators, including other African operators, for traffic into and
out of Africa.

Residential customers

Residential customers comprise both prepaid and postpaid residential customers using PSTN, ISDN and ADSL services.
Residential customers accounted for approximately 25% of our total fixed-line revenue, excluding directories and other revenue, in
the six months ended September 30, 2002 and approximately 55% of our total fixed access lines as of September 30, 2002. Prepaid
residential customers accounted for approximately 29% of our residential customers as of September 30, 2002.

We are seeking to compete in the residential market by offering communications packages focused on improving convenience
and security to enhance consumers’ lifestyles, while at the same time increasing revenue per customer. We intend to continue to
introduce calling plans that target high use customers and are designed to increase consumers’ value for money. We market and sell
our residential products through our customer call center, customer service branches, mobile vans, Vodacom’s mobile customer
service branches, kiosks, the South African Post Office, independent distributors and vendors and through telemarketing. We are
focused on increasing the penetration of our ISDN and ADSL services to retail customers through targeted direct advertising to
high internet usage subscribers.

Payphone customers

Payphones comprise our public and private payphone units. Payphones accounted for approximately 4% of our total fixed-line
revenue, excluding directories and other revenue, as of September 30, 2002.

In order to increase sales in our payphone services business, we seek to provide easy access to our services through the effective
placement of our phones and phonecard outlets in high traffic areas. Our key focus area is the premier market, which includes
garages, prisons and malls. In furtherance of this goal, we target and enter into nationwide contracts with multi-location telephone
providers to ensure wider distribution of our payphones. We market and sell our payphone products through our sales managers and
representatives and sales call centers.

Customer care and service

Customer care is one of our top priorities. We offer a number of customer care initiatives tailored to our different customer
segments. We allocate service managers to each of our global and corporate customers, who are responsible for ensuring that all
new installations and repairs are performed in a satisfactory and timely manner. In addition, we have established a corporate
customer call center in Cape Town for our global and corporate customers, capable of making minor infrastructure changes from a
single location. We also offer service level agreements on a number of our existing data communications products where technology
allows us to do so and our goal is to introduce service level agreements on all new data communications products in the future. We
confer VIP status on each of our global and corporate customers and other selected customers that allows them direct access to key
people within our organization to ensure quick resolution of any problems they may have regarding our products and services.

We initiated an ambassador program in 2000 for our medium and small business customers. Under this program, participating
managers each adopt a few business customers and act as a single point of contact for those customers in the event of any problems
with our products and services. In addition, our Telkom Business Center provides customer support for our medium and small
business customers. We also offer service level agreements for our data communications products to our medium and small business
customers.

We offer a broad range of internet-based customer-care tools. We operate, for example, an email service center where our
customers can contact and receive responses from our customer service representatives by email. We also provide a website with
answers to frequently asked questions, service bulletin boards and tools to change passwords and other personal data on-line.

Network quality

The improvements in customer service that we have made have been facilitated by our investments in our network operations
center and our new data center. These investments have increased our ability to identify and anticipate future customer needs more
rapidly and to provide the appropriate solutions and services.

We have six installation and fault management centers to address faults, installation and service appointment scheduling.
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The following table sets forth information regarding improvements in our installation and repair times and service quality during
the periods indicated.

As of
Year ended March 31, September 30,
2000 2001 2002 2002
Installation
Mean time to install residential voice (days) . . . . . . . 21 18 8 7
Mean time to install business voice (days) . . . . . . .. 12 11
Mean time to install corporate voice (days) . . .. ... 6 5 3 1
Mean time to install ISDN (days) . ... .. ... ... 88 59 31 20
Mean time to install 2Mb data (days) . ... ... ... 84 53 35 27
Mean time to install subrates data (days) . ... .. .. 50 28 23 21
Repair
Mean time to repair business voice (hours) . . ... .. 26 23 16 11
Mean time to repair corporate voice (hours) . . . . . . . 16 15 14
Mean time to repair 2Mb leased lines (hours) . . . . . . 4
Mean time to repair subrate leased lines (hours) . . . . . 8
Service measures
Number of residential faults per 1,000 lines . . . . . .. 522 518 528 420
Number of business faults per 1,000 lines . . . . . ... 332 279 265 223
Number of faults per 1,000 subrates . . . ... ... .. 1,094 1,053 919 841
Number of faults per 1,0002Mb . . . . . .. ... ... 1,036 718 925 750
Percentage of coin payphones available (percentage) . . 91 94 95 n/a
Percentage of card payphones available (percentage) . . 97 98 98 n/a

Overall, we have significantly improved installation and repair times and service quality, however, our fault rates have been
adversely affected by theft and vandalism. We have introduced a number of efforts to curb theft and vandalism, including the
introduction of alarms, security patrols and other technologies.

Severe weather conditions in the year ended March 31, 2000 also negatively impacted fault rates for business and residential
customers.

Infrastructure and technology

In 1997, we embarked on an extensive five year capital investment program in our fixed-line business. Our total fixed-line
investment for the five years ended March 31, 2002 was R41.7 billion, of which R27.9 billion was for network modernization and
line roll-out in order to comply with our license obligations and prepare for competition.

As of September 30, 2002, we had 4.9 million lines connected to our network. As a result of the line roll-out targets contained in
our license, disconnections due to customer non-payments and customer migration to mobile services, we have excess capacity on
our fixed-line network. We plan to use this capacity where possible to expand our prepaid services. Our strategy is to increase the
number of access lines on our network by selectively expanding our network in economically viable areas where projected revenue
exceeds the cost of construction.

The following table sets forth information related to the digitalization and upgrade of our network at the dates indicated.

As of
As of March 31, September 30,
1998 1999 2000 2001 2002 2001 2002
Digitalization (percentage of lines) . . 82.0 92.5 99.0 99.6 99.8 99.8 99.8
ATM switches . . . . .. ... .. .. - 45 116 129 195 163 194
Digital exchange units . . . . .. .. 3,019 3,512 3,697 3,894 4,083 4,059 4,103
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National network operations center

In 2000, we opened a state-of-the-art national network operations center, capable of monitoring our core network and
coordinating and dispatching core network repair personnel from one control point based at Techno Park in Centurion, Pretoria. Our
national network operations center enables us to be more proactive in anticipating, localizing and isolating problems, such as
congestion and cable breaks, so that they can be corrected promptly. It has a 120-meter wide video wall providing an
up-to-the-minute, real-time visual summary of the status of our entire network. Our national network operations center includes an
emergency restoration and control center that manages all network failure restorations. Network service management specialists are
able to obtain up to the minute information from this center in order to proactively update global and corporate customers who have
services affected by any major network failure, including voice and data network services.

Switching network

An important part of our fixed-line network modernization program has been switch digitalization. As of September 30, 2002,
99.8% of our telephone access lines were connected to digital exchanges. Switch digitalization has made our network more efficient
and has enabled us to offer value-added voice and data services including caller line identification, electronic call answering and
innovative billing systems. We have converted our switching network infrastructure from a four-tier architecture which historically
was based on analog switching technology to a two-tier structure based on large capacity digital switches. The upper, or primary,
tier is used for the transmission of long distance and international traffic and the lower, or secondary, tier is used for the
transmission of local traffic.

The primary tier consists of eight switching centers and two international switching centers. Each of the switching centers
includes two switches for redundancy purposes and in order to handle larger volumes during peak times. Each of the primary
switching centers are interconnected by at least two self-healing diverse routes. Interconnection between our network and the
networks of the three South African mobile operators takes place at primary-level switches in the main centers. Two international
telephone switching centers serve as the international gateways. Secondary switching centers are connected to the primary
switching centers by at least two self-healing diverse routes. Each secondary switching center includes one switch with internal
redundancy mechanisms.

Transmission network

A priority of our investment program has been to make our fixed-line network more resilient. We have enhanced our fixed-line
network’s resiliency through the deployment of synchronous digital hierarchy managed self-healing optical fiber rings. As a result
of our efforts, the overall number of fault reports per 1,000 lines has decreased 16.0% in the past three years from 1,094 as of
March 31, 2000 to 919 as of March 31, 2002. The number of fault reports per 1,000 business lines has decreased 20.2% in the past
three years from 332 in the year ended March 31, 2000 to 265 in the year ended March 31, 2002.

Our national transmission network comprises a synchronous digital hierarchical network. Both the primary and the secondary
tier consist of interlocking self-healing rings, which provide a dual path to each connection point. The primary tier consists of eight
rings, while the secondary tier consists of 420 rings. The synchronous digital hierarchy network, with its network management
capability, provides for faster provision and modification of service, improved grade of service and lower maintenance costs.

Access network

The majority of private branch exchanges are connected via regular copper or special screened copper cable. Fiber in the loop
has been deployed in the form of optical fiber distributed concentrators and digital line concentrators.

Asynchronous transfer mode network

We have rolled out an asynchronous transfer mode network to deliver broadband services to global and corporate customers.
‘We plan on migrating all of our data networks onto our asynchronous transfer mode network. As of September 30, 2002,
179 corporate customers have been connected to our asynchronous transfer mode network. The present available bandwidth
between the core switches on our asynchronous transfer mode network is 49 STM-1s or 7.3 Gbit/s, while the available bandwidth
between the core switches and the services access switches is 207 STM-1s or 30.8 Gbit/s. Access to our asynchronous transfer
mode network is primarily provided via copper wire.

Public broadband internet protocol network

Our public broadband internet protocol network comprises a three tier hierarchical network consisting of eight core sites,
17 edge sites and 57 access locations, including over 18,500 modems with an estimated dial up base of greater than 320,000
customers. Our internet protocol network is powered by Cisco equipment.

‘We have recently introduced ADSL as a new access technology for our internet protocol network. ADSL rollout has been
planned to provide a footprint covering fifty percent of existing PSTN customers by April 2003. This network is managed from our
national network operating center.
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Voice over internet protocol network

Our voice over internet protocol network terminates calls of international voice carriers into our fixed-line network. The network
can terminate more than sixty media gateways, or 21,000 voice circuits, and is presently transit switching voice over internet
protocol calls to four African countries. The media gateways compress the traditional voice channels of 64 kbit/s in to 8 kbit/s
channels thus enabling us to reduce the cost of international calls.

International connectivity

We offer international connectivity from two international switching centers to terrestrial, satellite and submarine cable routes.
The satellite earth station is situated at Hartebeeshoek, west of Pretoria. Further international connectivity has been provided with
the deployment of very small aperture terminals and other satellite transmitters located at global and corporate customers’ premises
throughout the country.

A submarine cable system, SAT-2, exists between Cape Town and Europe. We are the largest capacity owner on the SAT-2
submarine cable system with the right to use approximately 65% of the combined capacity. Consistent with our strategy of
increasing international carrier traffic on our network, we have invested approximately $85 million in the SAFE submarine cable
system and the SAT-3/WASC submarine cable system. The cable systems provide fiber optic connectivity between South Africa and
international destinations. These cable systems utilize the latest technology available in order to provide improved high-speed voice,
data, video and other on-demand high-bandwidth services and have increased fiber optic bandwidth between Europe and Africa
significantly. We have the right to approximately 20% of the combined capacity on the SAT-3/WASC and SAFE submarine cable
systems, making us the largest capacity owner in these cable systems out of the 36 telecommunications operators who have invested
over $650 million in these cables. We believe we are uniquely positioned to exploit the synergies between our extensive fixed-line
network in South Africa and our investments in these cables in order to become the communications hub of Africa.

Information technology/operations support systems

The quality of our operations support systems, which store, manage and analyze essential business information, is critical to the
success of our business. Our operations support systems permit us to make timely and informed business decisions and respond to
our customers’ needs with tailored solutions. We have dedicated significant resources to the design and implementation of our new
operations support systems based on a comprehensive and well defined information technology strategy.

In 2000, we opened a new data center at Techno Park in Centurion, Pretoria in order to improve internal information technology
service levels and offer external internet and related services such as managed data center hosting services. The center is
safeguarded by state-of-the-art environmental and security systems capable of performing maintenance without impacting service or
availability. The 10,731 square meter complex has 9,467 square meters of usable space and includes a 2,100 square meter data
center and a twenty-four hour operations center. The command center contains a large video wall which enables operational and
customer personnel to keep abreast of the current state of our intellectual technology infrastructure twenty-four hours a day.

Our retail billing systems have been upgraded. In 1999, the Amdocs guiding, rating and error management modules were
implemented and in June 2001, the Amdocs Accounts Receivable module was implemented for voice services. We have also
replaced our data billing system to facilitate the billing of more complex price plans. A new wholesale/interconnect billing process
was implemented in 1999. In addition, we implemented a fraud management system during 2000 to detect network and subscription
fraud.

Competition

We expect that increased competition from the liberalization of the South African communications market could result in
decreased tariffs and loss in market share which could negatively impact our results of operations and growth. However, we expect
competition also to stimulate overall market demand for communications services.

We had the exclusive right to provide public switched telecommunications services in the Republic of South Africa, including
international telephone services, until May 7, 2002, but for a number of years we have competed with mobile operators and value-
added network operators in connection with the provision of other services. ICASA issued an international carrier of carriers license
and multimedia license to Sentech Limited in May 2002. Sentech Limited is wholly owned by the Government of the Republic of
South Africa and is a provider of broadcasting signal distribution services on the African continent. In addition, the South African
Minister of Communications and ICASA have initiated a process to issue an additional license to provide public switched
telecommunications services to a second national operator and additional licenses to small business operators to provide
telecommunications services in areas with a teledensity of less than 5%. ICASA has indicated that it expects to issue these licenses
in 2003 or early 2004, however, the Government’s solicitation of applications for these licenses has not been well received by
prospective domestic and international telephone service providers and it is difficult to determine the timing of such competition.
At the close of the application process, two applications for the second national operator had been received. It is currently
anticipated that the second national operator will be 30% owned by two entities beneficially owned by the South African
Government. The South African Telecommunications Act, 103 of 1996, requires the Minister of Communications to conduct an
assessment of the feasibility of issuing additional licenses from May 2005.
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We also compete with Vodacom, our 50% owned joint venture, MTN and Cell C, the three existing mobile operators, for
telephone customers and for corporate mobile carrier services. In addition, we compete with mobile operators who use least cost
routing technology that enables fixed-to-mobile calls from corporate private branch exchanges to be transferred directly to mobile
networks. As a result of increasing competition, the main challenge we face is continuing to improve customer service and loyalty
and maintaining our leadership in the South African telecommunications market during liberalization.

We compete primarily on the basis of customer service, dependability and price in those areas where we currently face
competition and we expect to compete for public switched telecommunications services in the future. We intend to introduce new
products and services and tariff structures with the aim of gaining additional revenues and increasing current revenues generated
from existing products.

In addition, we compete with other telecommunication services providers in those areas that are fully liberalized, such as the
provision of value-added data network services. The entry of many multinational corporations to South Africa is expected to be a
further incentive for global communications operators, which already service these corporations abroad, to establish or enhance
their presence in South Africa.

Procurement

We utilize a transparent multi-disciplined approach to purchasing and supplier management in order to ensure that we receive
the best products and services from reliable suppliers at the best overall price. We have established cross functional sourcing teams
staffed with individuals from different areas of our organization to evaluate and make recommendations on large bids, which
depending on size, require the further approval of our operating committee and notification to our board of directors. Bid requests
are published in our weekly tender bulletin and on our web site. We are required to adopt affirmative procurement policies that
favor historically disadvantaged suppliers. We seek to utilize at least two suppliers for all critical equipment where possible in order
to minimize supply risk. In the year ended March 31, 2002, our top twenty suppliers accounted for approximately 51% of all
equipment purchased and our main supplier was Siemens, which accounted for approximately 10% of all equipment purchased.

Fixed-line properties

Our principal executive offices are located at Telkom Towers North, 152 Proes Street, Pretoria 0002, Republic of South Africa
and comprise approximately 27,000 square meters of office space. Our executive offices are leased from the Telkom Retirement
Fund under a lease agreement which will expire on January 31, 2019. The total area of all our properties as of March 31, 2002
comprised approximately 3.2 million square meters consisting of approximately 1.9 million square meters of owned properties and
approximately 1.3 million square meters of leased properties. As of March 31, 2002, we leased approximately 670,000 square
meters of office space pursuant to lease agreements. Except as stated to the contrary below, our leases expire at various times
ranging from one month to five years.

Our properties primarily consist of 2,459 electronic telephone exchanges, 49 microwave transmission towers, three satellite
stations, 171 customer service branches, 263 customer service centers, three information technology centers and one network
management center.

Details of the principal immovable property leased and owned by our fixed-line business as of March 31, 2002 are as follows:

Building area

Type of Leased or (square Monthly Expiration
property owned Lessor Lessee Location meters) rental date
Head office Leased Telkom Telkom 152 Proes Street, 26,981 R889,214 January 31,
Retirement Pretoria, 2019
Fund South Africa
Equipment related Leased Telkom Telkom 178 Vermeulen Street, 4,993 R296,127 January 31,
Retirement Pretoria, 2019
Fund South Africa
Information Leased Telkom Telkom 21 Teddington Street, 22,332 R735,996 January 31,
technology center Retirement Tygerberg, 2019
Fund Bellville,
South Africa
Network operations Owned n/a n/a 91 Oak Avenue, 24,449 n/a n/a
center Highveld,
Centurion,
South Africa
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Building area

Type of Leased or (square Monthly Expiration
property owned Lessor Lessee Location meters) rental date
Hillbrow Owned n/a n/a Claim Street 18,126 n/a n/a
microwave tower Hillbrow

Johannesburg

South Africa
Pretoria Owned n/a n/a Devenish Street 4,485 n/a n/a
microwave tower Groenkloof

Pretoria

South Africa
Hartebeesthoek Owned n/a n/a Old Krugersdrop Road 6,405 n/a n/a
satellite station on the Farm

Hartebeesthoek

South Africa
Electronic Owned n/a n/a Sivewright Street 16,723 n/a n/a
telephone exchange New Doornfontein

Johannesburg

South Africa

Our property facilities, whether leased or owned, are managed pursuant to a management agreement with Telecommunications
Facilities Management Company (Proprietary) Limited, a company incorporated in the Republic of South Africa, of
Meersig Building, 48 West Avenue, Centurion. The consideration paid to Telecommunications Facilities Management Company
for management services in the year ended March 31, 2002 and the six months ended September 30, 2002 was R144 million and
R73 million, respectively. The management agreement terminates on March 31, 2011.

On September 1, 2002, we issued an information memorandum inviting potential investors to provide to us by November 2002,
preliminary submissions to purchase a substantial portion of our fixed-line property portfolio and lease that property back to us.
This transaction is expected to involve over 1,400 properties ranging from warehouses and exchange buildings to our national
network operations center and is intended to further our strategy of focusing on our core business. We are currently reviewing the
bids we have received to date after having completed a due diligence process.

Employees
The following table sets forth the number of our full-time employees in our fixed-line segment.
As of March 31, As of September 30, Six months
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change 2001 2002 % change

Telkom . . . . ... ... ...... 49,128 43,758 39,444 (10.9) 9.9 42,110 38,009 9.7

Network and technology . . . .. 36,551 31,330 28,343 (14.3) (9.5 30,303 27,313 9.9)

Marketing and sales . . . . . ... 9,021 8,919 8,230 (1.1) (7.7) 8,423 8,001 (5.0

Support and other . . . . ... .. 3,556 3,509 2,871 (1.3) (18.2) 3,384 2,695 (20.4)
Other subsidiaries, excluding
Vodacom . . . ... ... ... ... 638 701 586 9.9 (16.4) 463 580 25.3
Total . . ... ............ 49,766 44,459 40,030 (10.7) (10.0) 42,573 38,589 94

In addition to our full time employees, we employed an average of 2,227 temporary employees in the year ended March 31, 2002 and
an average of 2,089 temporary employees in the six months ended September 30, 2002. Our employees are represented by the Alliance of
Telkom Unions, comprising the South African Communications Union, the Solidarity Union, the Post and Telecommunications
Association of South Africa and the Communication Workers Union. Some of our employees also belong to other unions that are not
recognized by Telkom for collective bargaining purposes, including the Postal Union, the Society of Telkom Engineers and the South
African State and Allied Workers Union. As of September 30, 2002, approximately 75% of our fixed-line employees, excluding our
Telkom Directory Services and Swiftnet subsidiaries, were union members. Telkom’s bargaining agreement covering its unionized
employees is scheduled to expire on March 31, 2003.

The Government of the Republic of South Africa currently appoints two members to our board of directors who are currently union
representatives. A number of South African trade unions, including the trade unions of our employees, have close links to various political
parties. In the past, trade unions have had a significant influence in South Africa as vehicles for social and political reform and in the
collective bargaining process. Since 1995, South Africa has enacted various labor laws that enhance the rights of employees and resulted
in increased compliance costs.

These laws:
e confirm the right of employees to belong to trade unions;

* guarantee employees the right to strike, the right to picket and the right to participate in secondary strikes in prescribed
circumstances;
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» provide for mandatory compensation in the event of termination of employment due to redundancys;
* limit the maximum ordinary hours of work;
* increase the rate of pay for overtime;

* require large employers, such as us, to implement affirmative action policies to benefit previously disadvantaged groups and
impose significant monetary penalties for non-compliance; and

* provide for the financing of training programs by means of a levy grant system and a national skills fund.

‘We believe that the relationship between our management and our employees and labor unions is good. We believe that
investment in employee training and development is essential to implementing corporate cultural change and improving customer
satisfaction. In order to improve the skill levels of our employees, we invested R506 million in employee training and development
in the year ended March 31, 2002 and approximately R226 million in employee training and development in the six months ended
September 30, 2002.

We are leveraging the experience of our strategic equity investors to improve and transfer skills to our South African
management team. Leadership development continues to remain our primary priority, with specific focus on previously
disadvantaged groups. We have launched a number of initiatives designed to train our employees and encourage employee retention.

Employee-related expenses are a significant component of our total fixed-line operating expenses. The number of our fixed-line
employees, excluding Telkom Directory Services and Swiftnet, declined by approximately 18,800 positions from March 31, 1997
through September 30, 2002. We have entered into agreements relating to employee optimization and retrenchment with two unions
representing the majority of our employees. An agreement regarding employee optimization, which was concluded with the Alliance of
Telkom Unions on August 23, 2001, gives employees identified as being redundant the option to accept a voluntary severance or early
retirement package or the option to join a redeployment pool. Employees joining the redeployment pool will be retrained for vacant
positions after an assessment relating to skills and training of the employee has been conducted.

A job security and retrenchment framework agreement was reached with the Communications Workers’ Union on January 24,
2002. This agreement is aimed at engendering a sense of job security and regulating the process to be followed prior to any
dismissals for operational reasons. The agreement makes provision for a consultative process to seek ways of avoiding job losses,
for reaching agreement on the dismissal of employees for operational reasons should job losses be unavoidable and for ways of
assisting employees after they have been dismissed due to operational reasons, including training.

In addition, in October 2002, Telkom and its unions agreed to embark on a process of implementing alternative strategies and
approaches to avoid and minimize job losses and to create new career opportunities for Telkom employees.

Mobile communications
Overview

We participate in the South African mobile communications market through our 50% interest in Vodacom. Vodacom is the
largest mobile communications network operator in the Republic of South Africa with a market share of approximately 59% as of
September 30, 2002 based on total reported customers. In addition, Vodacom has investments in mobile communications network
operators in Lesotho, Tanzania and the Democratic Republic of the Congo and in an entity that, in August 2002, was granted a
license to operate a mobile communications network in Mozambique.

Vodacom’s other shareholders are:

* Vodafone, the world’s largest mobile telecommunications company, that beneficially owns 35% of Vodacom; and

e VenFin that beneficially owns 15% of Vodacom.

South Africa

Vodacom had 7.1 million customers in South Africa as of September 30, 2002. Vodacom’s 5,199 base stations as of September 30,
2002 are capable of reaching approximately 43 million people in South Africa, representing 95.1% of the country’s population
based on Statistics South Africa. Vodacom’s base stations cover approximately 64.6% of the total land surface of the country. The
penetration rate for mobile communications in the Republic of South Africa has increased to 26.6% as of September 30, 2002 from
2.4% as of March 31, 1997.

Vodacom offers mobile communications services based on the Global System for Mobile communications technology, or GSM.
Vodacom was granted a mobile cellular telecommunications license in South Africa in September 1993 and commenced service in
June 1994. This mobile cellular telecommunications service license was confirmed and reissued in August 2002 pursuant to the
Telecommunications Act, 103 of 1996.

112



Products and services

Vodacom offers a wide range of mobile voice and data communications products and services, including value-added services
such as caller identification, call forwarding, call waiting, voicemail, entertainment, information and commerce services, short
messaging services, mobile internet access, fax services and twin call services, which enable customers to use two mobile phones
under the same number. Vodacom’s services also include the sale of handsets. Vodacom has a record of innovation as the first
mobile communications network operator in the world to offer prepaid mobile communications services on an intelligent network
platform. Vodacom was also the first mobile communications network operator in South Africa with nationwide coverage. Vodacom
has access to Vodafone’s extensive research related to its products, services and technology, including its international
benchmarking studies. In the future, Vodacom will focus on offering premier interactive voice response, premium short messaging
services, general packet radio services, multimedia services and fixed-to-mobile products.

Contract subscription services

As of September 30, 2002, 16.0% of Vodacom’s customers were contract customers. Contract subscription is typically for an
initial 24-month contract. Vodacom offers contract customers a range of mobile service packages designed to appeal to specific
customer segments. Vodacom offers two broad categories of contract subscription packages, leisure packages for residential
customers and business packages for business customers.

In November 2001, Vodacom introduced per second billing products for both its leisure and business packages where customers
are billed in one second increments. The monthly subscription and call charges vary with each of the packages. All contract
packages make available voice, fax and data services, voicemail, caller identification, call forwarding, call waiting and short
message service capability. Depending on the contract package, customers either pay a fixed monthly charge and receive a set
number of free minutes or pay a monthly subscription for access plus a per minute or per second fee. In addition, Vodamail
Executive is available to all contract packages on request. This is an integrated voice and fax mailbox that offers features such as
Faxmail, group distribution list and voicemail messaging.

Prepaid services

As of September 30, 2002, 83.6% of Vodacom’s customers were prepaid customers. Vodacom has two prepaid products, Vodago
and 4U. In November 1996, Vodacom launched Vodago, a prepaid, no contract, no credit mobile communications service based on
the Siemens Intelligent Network platform. Since its introduction, Vodago has experienced rapid growth and has been a significant
element in the growth of Vodacom’s mobile customer base. In October 2001, Vodacom launched 4U, a new prepaid per second
billing product targeted at the youth market who have higher usage of SMS and a need for per second billing. Since its inception,
the number of 4U subscribers has increased significantly and as of September 30, 2002, approximately 46% of Vodacom’s prepaid
customers were 4U customers.

Vodago and 4U provide instant access to the Vodacom network and enable low volume customers to control mobile telephone
costs based on usage because there are no long-term contracts. Fax and certain data services are not available to Vodago customers.
Vodacom ofters five Vodago vouchers, ranging from R29 worth of airtime value and a 14 day usage time window to R1,100 worth
of airtime value and a 365 day usage time window. Remaining time value and time window are accumulated provided the customer
recharges a voucher before the time window expires. The accumulated time window cannot exceed 24 months. Vodacom also offers
a voucher that entitles customers to receive unlimited incoming calls for 365 days. This voucher does not entitle the customer to
make outgoing calls, but can be combined with other vouchers that entitle the customer to make outgoing calls as well as
accumulate airtime.

A wide variety of retail outlets, such as handset dealers, gas stations, tobacco shops and post offices, sell recharge vouchers for
Vodacom’s prepaid customers. Recharging can also take place electronically and through the use of banking networks. Because
prepaid customers pay in advance for their mobile service, the risk of bad debts is eliminated and the risk of fraud is substantially
reduced. In addition, prepaid services provide cost savings to Vodacom as bills do not need to be sent to prepaid customers and
handsets for prepaid customers are not subsidized. There are less service offerings for the prepaid mobile communications market
than there are for the contract base market. Following the launch of 4U, Vodacom is continuing to implement initiatives to expand
on its prepaid mobile communications service offerings and to gain a greater understanding of its prepaid customer base and its
requirements.

Community services

In 1996, Vodacom jointly with Siemens and Psitek developed community telephone units, which are installed throughout
communities either on an individual basis or grouped in a container with the Vodacom brand.

Community service phones are purchased by local entrepreneurs who resell community phone services. Community service
phones are preloaded with airtime and can be recharged electronically by telephone shop operators when the airtime on the phone
expires. The demand for community service phones has been strong since its introduction. The development of community service
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phones has made it possible to provide mobile access to the more than 20 million South Africans who live in communities where
there is less than one telephone line per hundred people and have improved the quality of life for many South Africans who
previously had no access to telecommunications. Vodacom rolled-out approximately 30,000 community service phones by
September 30, 2002, exceeding its aggregate license target of 22,000 community service phones. Community service phones have
been a cost effective method of significantly increasing traffic revenue on Vodacom’s network due to their low roll-out costs for
Vodacom and low barriers to entry for customers. Community service phones generated ARPUs of nine times Vodacom’s average
overall ARPUs in the year ended March 31, 2002. Vodacom intends to utilize or adopt its business model for community service
phones in its other African operations.

Value-added mobile voice and data services

Vodacom offers an extensive portfolio of value-added mobile voice and data services, including caller identification, call
forwarding, call waiting, voicemail, entertainment, mobile information and commerce services, short messaging services, mobile
multimedia services, data services, mobile internet access, fax services and twin call services, the latter of which enable customers
to use two mobile phones under the same number. Vodacom has experienced substantial growth in the use of its value-added voice
and data services, resulting in increased traffic revenue on its network. Short messaging services generated almost all of Vodacom’s
R400 million of data revenue in the year ended March 31, 2002 and R239 million of data revenue in the six months ended
September 30, 2002. Vodacom transmitted 911 million short messaging services over its network in the year ended March 31, 2002
and 653 million in the six months ended September 30, 2002 compared to 363 million in the six months ended September 30, 2001.

Data revenue provided 2.5% of Vodacom’s total mobile network service revenues in the year ended March 31, 2002, up from
2.0% in the year ended March 31, 2001. Data revenue provided 2.5% of Vodacom’s total mobile network service revenue in the six
months ended September 30, 2002. However, Vodacom believes that more sophisticated mobile messaging data and internet
services are still in their infancy, with broad application hampered by low transmission speeds. Vodacom expects that the broad
introduction of “always-on” faster response and generally higher speed packet-switched data services, such as GPRS and, at a later
stage, universal mobile telecommunications system, or UMTS, will provide the platform for future value-added services. Vodacom
launched Mylife, its GPRS network service in October 2002. Although GPRS capable handsets became commercially available by
mid-2002, the availability of mobile multi-media services, or MMS, handsets at commercially attractive prices is not expected to
occur until 2003. Vodacom expects MMS services to provide a growing source of revenue in the future as they gain acceptance
among customers.

Handset sales

Service providers offer handsets for sale at subsidized prices to contract customers depending on the airtime and tariff plan and
type of handset purchased. Vodacom purchases handsets at current market prices. Mobile users may use any handset on the
Vodacom or any other network if the handset contains a sim-card for Vodacom or the other network. No modifications, other than
the replacement of the sim-card, are required to utilize handsets on either the Vodacom or other mobile communications network
operators’ networks, unless the handset is network locked. During 2002, Vodacom began network locking subsidized handset sales
for its prepaid products, as it had done for a small number of handsets sold prior to April 1999.

Interconnection services

Vodacom provides interconnection services to the other two South African mobile operators, our fixed-line business and to the
local operators in each of the African countries in which Vodacom operates. Vodacom will also provide these services to the second
national operator and other South African communications licensees when they commence operations.

National roaming services

In July 2001, Vodacom concluded a roaming agreement with Cell C for a fifteen year period. This roaming agreement enables
Cell C to provide national coverage to its customers, by allowing the routing of calls over Vodacom’s mobile communications
network. Roaming by Cell C in a number of densely populated cities or regions, including Gauteng, which includes Johannesburg
and Pretoria, Cape Town, Durban, Bloemfontein and Port Elizabeth, will not be permitted after a period of three years.

International roaming services

International roaming enables Vodacom’s contract customers to make and receive calls with their mobile telephones in countries
using the networks of operators with whom Vodacom has entered into international roaming agreements. As of September 30, 2002,
Vodacom had international roaming agreements with over 230 mobile communications network operators in over 120 countries. In
the fourth quarter of 1998, Vodacom became the first South African mobile communications network operator to sign a digital GSM
roaming agreement with an American mobile communications operator. Vodacom also receives revenue from its roaming partners
for calls made in South Africa by their customers.
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Customers

Vodacom has experienced substantial growth in its mobile customer base since its inception in 1994. As of September 30, 2002,
there were an estimated 12.1 million mobile communications customers in South Africa, which represents a penetration rate of
26.6% of the population. Despite the introduction of a third mobile communications network operator in 2001, Vodacom has
maintained its market share. As of September 30, 2002, Vodacom customers represented approximately 59% of South African
mobile communications customers making Vodacom the leading mobile communications network provider in South Africa and the
whole continent of Africa based on total reported customers.

The following table sets forth customer data for Vodacom’s mobile communications services in the Republic of South Africa as
of the dates indicated.

As of March 31, As of September 30, Six months

2001/2000  2002/2001 2002/2001

2000 2001 2002 % change % change' 2001 2002 % change

South Africa:

Customers (thousands)' . . . . .. 3,069 5,108 6,557 66.4 28.4 5,657 7,130 26.0

Contract . . ... ... ....... 963 1,037 1,090 7.7 5.1 1,062 1,139 7.3

Prepaid . ... ... ......... 2,082 4,046 5,439 94.3 34.4 4,569 5,961 30.5

Community services . . . . .. ... 24 25 28 4.2 12.0 26 30 15.4

Gross connections (thousands) . . . 1,884 2,990 3,038 58.7 1.6 1,385 1,625 17.3

Contract . . . .. ... ....... 261 263 199 0.8 (24.3) 110 110 -

Prepaid . . ... ........... 1,617 2,725 2,836 68.5 4.1 1,273 1,513 18.9

Community services . . . . .. ... 6 2 3 (66.7) 50.0 2 2 -
Churn (percentage)® . . ... ... 31.8 23.3 27.2 (26.7) 16.7 31.3 30.7 (1.9)
Contract . . . .. ... ....... 17.4 18.7 14.5 7.5 (22.5) 16.6 13.2 (20.5)
Prepaid . . ... ........... 40.5 24.8 30.1 (38.8) 21.4 34.8 343 (1.4)

Customer totals are based on the total number of customers registered on Vodacom’s network, which have not been disconnected, including
inactive customers, as of the end of the period indicated. 13.9% of Vodacom’s total reported customers, 15.9% of its prepaid customers and 3.8%
of its contract customers in South Africa were inactive as of March 31, 2002. 15.1% of Vodacom’s total reported customers, 17.0% of its prepaid
customers and 4.9% of its contract customers in South Africa were inactive as of September 30, 2002.

% Churn is calculated by dividing the average monthly number of disconnections during the period by the average monthly total reported customer
base during the period.

Vodacom’s contract customers are disconnected when they terminate their contract or their service provider who carries the
credit risk terminates their contract due to non-payment. Prepaid customers are disconnected if they do not recharge their vouchers
after being in time window lock for four months. Time window lock occurs when a customer’s paid active time window, or access
period, expires. Customers are deemed to be inactive if they have not made or received a revenue generating call in three months.

Vodacom believes the significant year on year growth in customer numbers is due primarily to historical pent up demand for
basic voice telephone services, particularly in underserviced and rural, outlying areas of South Africa. Vodacom also attributes its
growth to the launch of its prepaid services, which have enabled those that lack access to credit and steady income to obtain
telephone service. Finally, Vodacom believes that its aggressive marketing campaign, the creation of strong distribution
channels for Vodacom’s products and services and the introduction of new value-added voice and data services have further
fuelled growth.

Vodacom expects that the number of contract customers in South Africa will eventually level off and that the number of prepaid
customers in South Africa will continue to grow in the medium term driven by the continued demand for basic voice telephone
services. Vodacom believes that mobile communications services provide a cost effective means to connect in underserviced and
rural, outlying areas. Vodacom’s efforts will therefore continue to focus on growing customer numbers while carefully managing its
existing customer base, marginal revenue per customer and customer related acquisition and retention costs.

Vodacom, MTN and Cell C each provide connection commissions to service providers and dealers (agents). These are often
utilized by agents to subsidize handsets as an incentive for customers to switch operators to obtain a new handset and to reduce the
cost of access. As a result, Vodacom focuses on keeping its churn rate low and retaining high value customers through focused
handset upgrade policies and other retention measures, while continuously monitoring customer acquisition and retention costs.
Vodacom also actively manages churn through customer relationship management systems, developing its own distribution and
logistics capabilities and other retention initiatives. Prepaid customer churn is negatively affected by the high rate of unemployment
in South Africa and low cost of access.
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Traffic

The following table sets forth information related to the traffic volume of Vodacom’s customers in South Africa for the periods
indicated. Traffic comprises outgoing calls made in South Africa and abroad and incoming calls received by Vodacom’s customers
in South Africa, excluding national and incoming international calls.

As of March 31, As of September 30, .
" " Sixmonths
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change 2001 2002 % change
Traffic (millions of minutes) . . . . 5,669 7,472 8,881 31.8 18.9 4,229 5,007 18.4
Outgoing . . . . .. ... ...... 2,885 4,052 4,967 40.5 22.6 2,307 2,994 29.8
Incoming (interconnection) . . . . . 2,784 3,420 3,914 22.8 14.4 1,922 2,013 4.7

Tariffs

Vodacom’s tariffs are subject to the regulatory scrutiny, and, in certain circumstances, approval of ICASA. The contract tarift
packages are designed to appeal to the various spectrum of leisure and business customers. Vodacom sets its contract subscription
package tariffs utilizing a balanced mix of access and usage. For those tariff packages where voice usage is high, the per minute
rate is lowered and the monthly subscription tariff is raised. For those packages where the voice usage is low, the per minute tariff
rate is increased and the monthly subscription tariff is lowered. For those users where the monthly subscription tariff is a barrier to
entry, Vodacom offers prepaid packages with no monthly subscription tariff, but sets the per minute voice tariff rate higher. Tariff
rates for SMS messaging are based on the fact that lower cost channels are used to carry the data.

The following table sets forth selected tariff information as of the dates indicated for a leisure contract package, a business
contract package and a prepaid package. Peak hours are weekdays between 7:00 a.m. and 8:00 p.m. Off peak hours are all other
times and all day during public holidays. Tariffs for international calls vary according to the destination country of the call. In
November 2001, Vodacom launched new products for its contract and prepaid packages where calls are charged in one second
increments. The following tariffs for Vodacom’s packages are charged in time units of one minute for the first minute and thereafter
in units of 30 seconds.

As of September 30, 2002

Leisure' Contract’ Prepaid®

(ZAR, including value-added tax)

Connectionfee . . . . .. ... ... ... 97.00 97.00 -
Monthly charge/subscription . . . . . . ... ... L 135.00 180.00 -
National calls (per minute)
Mobile-to-fixed peak calls . . . . . . ... ... 2.70 1.66 2.85
Mobile-to-fixed off peak calls . . . . . . ... ... ... ... .. ..., 0.87 0.87 1.55
Mobile-to-mobile peak calls —own network . . . . .. ... ... ... .. 1.70 1.66 2.85
Mobile-to-mobile off peak calls —own network . . . .. ... ... .... 0.87 0.87 1.55
Mobile-to-mobile peak calls — other networks . . . . . . ... ... .... 2.70 2.08 2.85
Mobile-to-mobile off peak calls — other networks . . . .. ... ... ... 0.87 0.87 1.55
International calls (per minute)
Peak . . . . . 1.66+ 1.66+ RS5, R10
Telkom Telkom or R15
peak peak depending
on zone
Offpeak . . . . . . . . 0.87+ 0.87+ RS, R10
Telkom Telkom or R15
off peak off peak depending
on zone
SMS per message
Peak . . . . . 0.75 0.75 0.75
Offpeak . . . . . . . . . 0.30 0.30 0.30

! Tariff for “Weekend Everyday,” Vodacom’s contract leisure package. Vodacom’s “Weekend Everyday” contract includes 120 free off-peak minutes
per month. Calls are charged for first 60 second increment and 30 second increments thereafter. As of September 30, 2002, “Weekend Everyday”
customers accounted for 41.0% of Vodacom’s total contract customers.

% Tariff for “Business Call,” Vodacom’s contract business package. Vodacom’s “Business Call” contract includes no free minutes per month. Calls
are charged for first 60 second increment and 30 second increments thereafter. As of September 30, 2002, “Business Call” customers accounted
for 20.0% of Vodacom’s total contract customers.

3 Tariff for “Vodago,” Vodacom’s standard prepaid package. Calls are charged for first 60 second increment and 30 second increments thereafter.
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Sales and marketing

Vodacom’s sales and marketing strategy is split into two focus areas, marketing and brand building and sales and distribution.
Vodacom’s promotional strategy seeks to build a brand that is widely recognized by customers. Vodacom’s advertising and
promotion campaign is focused on television advertising and sponsorship of sporting and entertainment events.

The sale and distribution of Vodacom’s products and services and the acquisition and retention of customers are performed by
Vodacom’s wholly-owned subsidiary, Vodacom Service Provider Company (Proprietary) Limited, a company incorporated in the
Republic of South Africa, and the other independent and exclusive service providers. In recent years, Vodacom has purchased a
number of the previously independent service providers and consolidated its sales and distribution operations into Vodacom Service
Provider Company. In addition, Vodacom utilized three exclusive service providers and three independent non-exclusive service
providers as of March 31, 2002. As of March 31, 2002, approximately 72% of Vodacom’s contract base was managed by exclusive
service providers, including Vodacom Service Provider Company which manages 69% of Vodacom’s contract base, while
approximately 28% of its contract base was managed by independent non-exclusive service providers.

Vodacom Service Provider Company seeks to enter into exclusive relationships with leading national retailers, wholesalers,
dealers and franchisees in order to acquire and retain contract and prepaid customers. As a result of its efforts, approximately 70%
of Vodacom’s sales are made through exclusive distribution channels.

As of September 30, 2002, Vodacom’s distribution network consists of:

* Vodaworld — A unique one-stop mobile telecommunications mall, showcasing the latest technology in mobile hardware.
* Dealers and franchises — Approximately 2,106 company and independently owned mobile dealer and franchise outlets.
* National chains — Approximately 5,754 retail outlets.

* Vodacom Direct —Vodacom’s call center based selling division.

e Corporate solutions — An extensive direct sales division within Vodacom which concentrates on the sale of contracts, data
products and value-added services to businesses.

Dealer incentives

Vodacom offers the following incentives in order to reduce churn on its network:

Contract connection incentive commissions. These incentives are offered to service providers or dealers to stimulate the
acquisition of new customers for all contract packages. A commission is paid to the service provider or dealer for each new
activation.

Contract retention incentive commissions. These incentives are offered to service providers or dealers to maintain and retain
existing customer loyalty for all contract packages, excluding Vodacom 4U. The purpose of these incentives is to minimize
customer churn.

Prepaid incentive commissions. These incentives are offered to service providers or dealers to stimulate the acquisition of new
customers for all prepaid packages. A commission is paid to service providers or dealers for each new activation.

Distribution incentive commissions. These incentives are offered to service providers or dealers to maintain and increase their
loyalty to, and exclusivity with, Vodacom. These incentives include exclusivity payments and advances to service providers in
respect of purchases of assets for stores and providing distribution outlets with distribution subsidies to maintain the loyalty of
distribution outlets through the stimulation of sales.

Customer care

Vodacom believes that customer service and relationship management are key distinguishing factors among mobile
communications network operators and will be increasingly important as competition intensifies. Consequently, Vodacom has
significantly improved its customer information systems and become increasingly proactive in developing relationships with its
customers, particularly in the high revenue segment of the market. Vodacom has developed a customer relationship management
package that enables it to create a historical profile of customers so that customer information can be shared among the group and
used in Vodacom’s customer retention initiatives. In addition, Vodacom has undertaken a number of other initiatives, including the
development of distribution and logistics capabilities to better service customers.

Vodacom plans to continue to invest in sophisticated information systems to facilitate the interface between operational support
systems, administrative systems, billing systems, distribution systems and customer service systems. Vodacom believes that the new
information systems will allow for the development of enhanced service management processes.

117



Vodacom’s contract customers receive itemized bills and are encouraged to pay by direct debit transfer. Vodacom has a flexible
billing system for corporate customers allowing it to offer multiple tariff rates and more customized billing information. Vodacom
monitors its exposure to credit loss and customer fraud through a credit scoring system that evaluates potential contract customers.
The evaluation process has led to decreases in contract customer churn rates and increases in the overall credit quality of its mobile
customers. For its prepaid customers, Vodacom offers the option to recharge over the telephone using credit cards in order to make
the recharge process quicker and easier.

Infrastructure and technology

Vodacom operates the largest mobile communications network on the African continent using digital GSM technology within
the GSM 900-frequency band based on total reported customers.

In South Africa, the network’s core GSM infrastructure as of September 30, 2002 is characterized by:

* 23 mobile switching centers;

* 217 base station controllers;

e 5,199 base transceiver stations, 1,433 of which are micro base transceiver stations;

e 32,104 transceivers; and

* GPRS functionality across the network.

As of

As of March 31, September 30,
1998 1999 2000 2001 2002 2002
Macro base transceiver stations 2,153 2,575 2,977 3,401 3,670 3,766
Micro base transceiver stations 174 891 1,221 1,292 1,380 1,433
Total 2,327 3,466 4,198 4,693 5,050 5,199

Prepaid services are supported by the same GSM technology as contract services. In addition, prepaid services utilize a network
of 12 intelligent network nodes and associated front-ends and mediation systems for a variety of interactive voice response and
electronic recharging options, including commercial bank ATM and point of sale terminal recharging.

Vodacom’s transmission network comprises more than 12,000 2Mbit/sec systems and two 155Mbit/sec systems leased from
Telkom, which are managed by a comprehensive digital cross-connect infrastructure. In addition, Vodacom operates an extensive
data network for its internal requirements, based on internet protocol, point-to-point and X.25 services, which is supported by the
cross-connect network and more than 50 packet/frame/circuit nodes.

This network enables Vodacom to provide value-added voice and data services supported by the following infrastructure in
South Africa:

e 38 voicemail platforms;

* five short messaging service centers;

* a wireless application protocol platform;

* amobile internet gateway platform supporting advanced SIM toolkit applications; and

* an intelligent network platform.

Vodacom has designed its mobile communications network using scaleable technology in order to be able to increase capacity in
an economic manner as demand dictates. The network is capable of providing a high level of service quality despite an extremely
varied distribution of traffic, difficult terrain conditions and a complex regulatory environment. As of September 30, 2002, Vodacom
had achieved a busy hour dropped call rate of 0.75% and call success rate of 98.7% in South Africa.

Vodacom intends to install additional base station controllers, micro base stations and micro base transceiver stations in order to
increase capacity and improve network quality in areas where required. Vodacom has already installed dual band (GSM900/
GSM1800) base transceiver stations in 435 locations, including 275 locations in Johannesburg, 155 locations in Pretoria and five
locations in Stellenbosch. In addition, all base transceiver stations in metropolitan areas have been upgraded with dual band
antennas and feeder cables to accommodate GSM 1800 equipment.

In the design of its network, Vodacom has paid careful attention to the needs of customers and to the environment by making an
extensive effort to implement sites in the most discrete manner possible. Furthermore, attention has been paid to the issue of the
management of electromagnetic emissions to ensure compliance with recognized international environmental standards such as
those developed by the International Commission on Non-lonizing Radiation Protection.

Vodacom has implemented a new billing system to allow for the billing of GPRS services, such as multi-media messaging
services and other content-based services. Unlike traditional GSM services where calls are billed on a per second or per minute
basis, customers utilizing GPRS services are billed according to the number of bytes of data sent or received.
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Competition

The current South African mobile telecommunications market consists of three mobile communications network operators,
Vodacom, MTN, a wholly-owned subsidiary of MTN Group Limited, a public company listed on the JSE, and Cell C. Cell C is
60% beneficially owned by a Saudi Arabian based group owned by the Hariri family and 40% beneficially owned by a consortium
of mainly black empowerment groups. Cell C commenced operations in November 2001. As of September 30, 2002, Vodacom was
the market leader with an approximately 59% market share based on the total reported customers in the South African mobile
communications market, while MTN had an approximately 36% market share and Cell C had an approximately 5% market share.
Vodacom competes primarily on the basis of product quality, availability and network coverage. Vodacom believes that increased
competition could have an adverse impact on its tariffs and churn rate.

Operations in other African countries

Vodacom intends to increase revenue from its other African operations, initially by growing its existing operations in sub-
Saharan Africa, and, in the future, by selectively acquiring additional mobile licenses or operators in other sub-Saharan African
markets. Investments outside of South Africa are evaluated and monitored against key investment criteria, focusing primarily on
countries with stable economic and political conditions and good prospects for growth, market leadership and profitability. Other
key factors include Vodacom’s ability to gain majority ownership, develop strong local partnership relationships and obtain non-
recourse financing. Other African operators are branded under the “Vodacom” name.

Vodacom has investments in mobile communications network operators in Lesotho, Tanzania and the Democratic Republic of
the Congo and in an entity that, in August 2002, was granted a license to operate a mobile communications network in
Mozambique. Vodacom is currently seeking to enter into interconnection agreements with local operators in Mozambique and does
not intend to commence service in Mozambique unless commercially acceptable terms are agreed. The number of customers served
by Vodacom’s operations outside South Africa has grown 194.2% from 104,383 as of March 31, 2001 to 306,156 as of March 31,
2002. The number of customers served by Vodacom’s operations outside South Africa grew to 540,328 as of September 30, 2002.
Revenue from Vodacom’s operations outside of South Africa has grown from R184 million in the year ended March 31, 2001 to
R740 million in the year ended March 31, 2002 and from R228 million in the six months ended September 30, 2001 to R549
million in the six months ended September 30, 2002. Our share of Vodacom’s operating profit from other African operations was
R41 million in the year ended March 31, 2002 as compared to an operating loss of R16 million in the year ended March 31, 2001
and an operating profit of R3 million in the year ended March 31, 2000.

The following table sets forth customer data for Vodacom’s mobile communications networks in its other African operations as
of the dates specified.

Six months
Year ended March 31, ended September 30, Six months
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change 2001 2002 % change
Other African countries
Customers (thousands) (at period end)" 12 104 306 766.7 194.2 164 540 229.3
Lesotho . . ... .......... 12 22 57 83.3 159.1 30 92 206.7
Tanzania . ... .......... - 82 228 - 178.0 134 306 128.4
Democratic Republic of the Congo - - 21 - - - 142 -
Penetration (%) (at period end)
Lesotho . . ... ... ....... n/a n/a 1.0 n/a - n/a n/a n/a
Tanzania . ... .......... n/a n/a 1.1 n/a - n/a n/a n/a
Democratic Republic of the Congo n/a n/a 0.3 n/a - n/a n/a n/a
ARPU?
Lesotho (ZAR) . . ... ... ... n/a n/a 144 n/a n/a n/a 87 n/a
Tanzania (USD) . ... . ... .. n/a 31 27 n/a (12.9) n/a 23 n/a
Democratic Republic of the Congo
(USD) . . ... ... ..., n/a n/a n/a n/a n/a n/a 22 n/a

! Customer totals are based on the total number of customers registered on Vodacom’s network, which have not been disconnected, including
inactive customers, as of end of the period indicated.

2 Penetration is calculated based on ITU Telecommunications Indicators as of December 31, 2001.

* ARPU is calculated by dividing the average monthly revenue during the period by the average monthly total reported customer base during the
period. ARPU excludes revenue from equipment sales, other sales and services and revenue from national and international users roaming on
Vodacom’s networks.
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Lesotho

Vodacom owns an 88.3% interest in Vodacom Lesotho (Pty) Limited, a company incorporated in the Kingdom of Lesotho.
Vodacom Lesotho’s network was commercially launched in May 1996 and has 35 base stations as of September 30, 2002.
Vodacom Lesotho’s license has a term of 15 years with 14 years remaining. Vodacom Lesotho’s cumulative capital expenditures
through September 30, 2002 were R158 million.

As of March 31, 2002, Vodacom Lesotho was the sole mobile operator in Lesotho, however, the fixed-line operator in Lesotho,
Lesotho Telecommunications Corporation, was recently issued the second mobile communications license in Lesotho and
commenced operations in April 2002.

In November 2000, the Privatization Unit of Lesotho and the Sekha-Metsi Consortium Ltd, a company incorporated in the
United Republic of Tanzania, entered into an agreement pursuant to which the Sekha-Metsi Consortium Limited acquired Lesotho
Telecommunications Corporation’s 11.7% interest in Vodacom Lesotho. Vodacom Lesotho had a R25 million money market loan
from Vodacom as of September 30, 2002.

Tanzania

Vodacom owns a 65% interest in Vodacom Tanzania Limited, a company incorporated in the United Republic of Tanzania, while
Planetel Communication Limited, a company incorporated in Tanzania, owns a 16% interest, and Caspian Construction Proprietary
Limited, a company incorporated in Tanzania, owns a 19% interest. Vodacom Tanzania has a 15 year license to operate a GSM
network in Tanzania, which became effective on December 21, 1999. The roll-out of the network commenced in March 2000 and
the commercial launch of the network occurred in August 2000 and there are 257 base stations as of September 30, 2002. Vodacom
Tanzania became the largest mobile communications network operator in Tanzania within one year of launching. Vodacom
Tanzania’s cumulative capital expenditures through September 30, 2002 were $115 million.

Tanzania has four other mobile operators, Mobitel, Tritel, Celtel, the existing fixed-line operator’s mobile subsidiary, and Zantel.
Zantel operates exclusively on the island of Zanzibar.Vodacom Tanzania had a $65 million non-recourse secured project loan, of
which $47 million was drawn as of September 30, 2002.

Democratic Republic of the Congo

In November 2001, Vodacom, together with Congolese Wireless Network s.p.r.l. a company incorporated in the Democratic
Republic of the Congo, formed Vodacom Congo (R.D.C.) S.P.R.L., a company incorporated in the Democratic Republic of the
Congo. Vodacom owns a 51% interest in Vodacom Congo, while Congolese Wireless Network owns the remaining 49% interest in
Vodacom Congo. Congolese Wireless Network s.p.r.l. had a limited existing network in the Democratic Republic of the Congo.
Although Vodacom has a majority voting interest in Vodacom Congo, the other shareholders have certain approval and veto rights
granting them joint control over the joint venture. Vodacom is ultimately responsible for the funding of the operations of Vodacom
Congo for the first three years pursuant to its shareholders agreement . Vodacom Congo’s network was relaunched under the
Vodacom brand in May 2002. Vodacom Congo has 18 years remaining on its license. Vodacom Congo had 108 base stations as of
September 30, 2002. Vodacom Congo is financing its roll-out in the Democratic Republic of the Congo with vendor financing and
equity contributions and is seeking to obtain non-recourse project finance. Vodacom Congo’s cumulative capital expenditures
through September 30, 2002 were $91 million.

Mozambique

Vodacom acquired a 98% interest in Vodacom Mozambique (VM S.A.R.L.), a company incorporated in Mozambique. In August
2002, Vodacom Mozambique was awarded a 15 year national public land mobile network service license. Vodacom Mozambique is
currently seeking to enter into interconnection agreements with local operators in Mozambique and does not intend to commence
service in Mozambique unless commercially acceptable terms are agreed. Mozambique has only one existing mobile
communications network operator, M-Cell, the existing fixed-line operator’s mobile subsidiary. Vodacom currently owns a 98%
interest in Vodacom Mozambique, while Empresa Mocambicana de Telecommunications SARL, a company incorporated in
Mozambique, owns the remaining 2% interest.

Properties

Vodacom’s principal executive offices are located at Vodacom Corporate Park, 082 Vodacom Boulevard, Vodavalley, Midrand,
1683, Republic of South Africa. Vodacom’s properties primarily consist of three corporate offices, 5,199 base transceiver stations,
217 base station controllers, 23 mobile switching centers, a network management center and a customer service center. The total
area of all of Vodacom’s properties, excluding its network and retail outlets, was 153,571 square meters as of March 31, 2002,
consisting of 94,448 square meters of owned properties and 59,123 square meters of leased properties. Vodacom’s leases expire at
various times ranging from one month to 14 years.
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Vodacom leases transmission lines from us under a lease agreement for the provision of its backbone infrastructure.

Employees

The following table sets forth the number of Vodacom’s employees including contractors and temporary employees as of the
dates indicated.

As of March 31, As of September 30,

Six months
2001/2000  2002/2001 2002/2001
2000 2001 2002 % change % change 2001 2002 % change
South Africa . . . ... ........ 4,048 4,102 3,984 1.3 2.9) 4,384 3,845 (12.3)
Other African . . . ... ... .... 43 170 369 295.3 117.1 201 397 97.5
Total' . ... ............. 4,091 4,272 4,353 4.4 1.9 4,585 4,242 (7.5)

!ncludes 423, 553 and 96 total temporary employees as of March 31, 2002, 2001 and 2000, respectively, and 140 and 335 total temporary
employees as of September 30, 2002 and 2001, respectively.

Vodacom is committed to providing equal opportunities to all of its employees and has developed an employment equity policy
that is available to all employees. Vodacom’s employees’ participation in unions was 5.5% as of March 31, 2002. Vodacom believes
that the relationship between its management and its employees and labor unions is good.

Procurement

Vodacom solicits bids for all goods and services in excess of R1 million. Bids are by invitation only. A multi-disciplinary cross-
functional team evaluates and awards bids to the best supplier based on the best overall value, taking into account technical
solutions, delivery time, price and the participation of black economic empowerment partners.

Vodacom seeks to utilize at least two suppliers for all critical equipment where possible to minimize supply risk. Vodacom’s
main technology suppliers are Siemens, Alcatel and Motorola.
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LEGAL PROCEEDINGS

On May 7, 2002, the South African Value-added Network Services Providers’ Association, or VANS Association, lodged a
formal complaint with the Competition Commission under the South African Competition Act, 89 of 1998, alleging that Telkom
was abusing its leading position in contravention of the Competition Act, 89 of 1998, and that it was engaged in price
discrimination. The Competition Commission has requested Telkom to respond to the various issues raised by the VANS
Association in order to assist the Commission in the investigation of these allegations. The complaints relate to Telkom’s refusal to
provide new telecommunication facilities or threatening to cease providing existing facilities on its fixed-line network to certain
value-added network service providers and that such refusal or threat constitutes anti-competitive conduct in contravention of the
Competition Act, 89 of 1998. If these complaints are upheld, Telkom could be required to pay damages to the complainants.
Telkom cannot assess the amount of such claims or whether any of the complainants would be able to substantiate any losses.

Telcordia instituted arbitration proceedings against Telkom in March 2001 before a single arbitrator of the International Court of
Arbitration, operating under the auspices of the International Chamber of Commerce, which is seated in Paris, France. The seat of
the arbitration is in Johannesburg, South Africa. Telcordia is seeking to recover approximately $130 million for monies outstanding
and damages, plus interest at a rate of 15.5% per year. The arbitration proceedings relate to the cancellation of an agreement entered
into between Telkom and Telcordia during June 1999 for the development and supply of an integrated end-to-end customer
assurance and activation system by Telcordia. In September 2002, a partial ruling was issued by the arbitrator in favor of Telcordia.
Telkom has launched review proceedings in the South African High Court in respect of this partial ruling, which have been
scheduled for a hearing during August 2003. Telcordia petitioned the United States District Court for the District of Columbia to
confirm the partial ruling, which petition Telkom has resisted. A hearing date for this petition has not as of the date of this
prospectus been set. The arbitration proceedings and the amount of our liability are not expected to be finalized until late 2003 or
early 2004. Telkom has provided R373 million for its estimate of probable liabilities, including interest, in respect of the Telcordia
claim in the Telkom Group’s consolidated financial statements as of September 30, 2002. Telkom is currently unable to predict the
amount that it may eventually be required to pay Telcordia. If Telcordia were able to recover substantial damages from Telkom,
Telkom would be required to fund such payments from cash flows or drawings on its existing credit facilities, which could cause its
indebtedness to increase and its net profit to decline.

We are parties to various additional proceedings and lawsuits in the ordinary course of our business, which our management do
not believe will have a material adverse impact on us.
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REGULATION AND LICENSE REQUIREMENTS

Regulation

We are primarily subject to the South African Telecommunications Act, 103 of 1996, the regulations promulgated under that Act
and the various licenses issued to us. Many of these regulations are relatively new and are subject to amendment and finalization as
the telecommunications industry is further developed and liberalized. We cannot predict the outcome or timing of any amendments
or modifications to the applicable regulations or their interpretation or the impact on us. In some instances, final regulations have
not yet been promulgated.

Overview

Prior to 1991, the South African Department of Posts and Telecommunications functioned as the exclusive telecommunications
and postal enterprise in the Republic of South Africa rendering telecommunications services over a public switched
telecommunications network under the Post Office Act, 44 of 1958. The Postmaster-General acted as regulatory authority for all
issues relating to both the telecommunications services and postal services. In 1991, the Minister of Posts and Telecommunications
incorporated two companies to succeed the telecommunications and postal enterprises of the then Department of Posts and
Telecommunications and we were incorporated as the successor of the telecommunications enterprise. The Postmaster-General and
the Department of Posts and Telecommunications, however, retained general regulatory functions and continued to regulate the
telecommunications industry until the Telecommunications Act, 103 of 1996, came into effect in 1996. On September 30, 1993,
under the regulatory regime of the Postmaster-General, the Department of Posts and Telecommunications and the Post Office Act,
44 of 1958, Vodacom and MTN were issued two national mobile cellular telecommunications licenses. These licenses were the first
major commercial licenses granted to direct competitors of Telkom.

In 1996 and 1997, the Telecommunications Act, 103 of 1996, totally overhauled the legislative and regulatory framework of the
telecommunications industry in South Africa, replaced virtually all the telecommunications provisions of the Post Office Act, 44 of
1958, established the South African Telecommunications Regulatory Authority (which was replaced in 2000 by ICASA when the
South African Telecommunications Regulatory Authority and the Independent Broadcasting Authority were merged) and vested it
with almost all regulatory functions relating to the telecommunications and broadcasting industries, including a major role in the
issuance of telecommunications licenses. However, certain types of licenses, including licenses for public switched telecommunications
services, mobile cellular telecommunications services, national long distance and international telecommunications services, may
not be issued or even applied for without a prior public invitation by the Minister of Communications setting out the criteria for the
issuance. These licenses can only be granted by the Minister of Communications on recommendation from ICASA. In addition, the
Telecommunications Act, 103 of 1996, gives the Minister of Communications authority to grant licenses using alternative methods
such as by way of auction or tender.

The former Department of Posts and Telecommunications is now known as the Department of Communications. The office of
the Postmaster-General no longer exists and the head of the Department of Communications is now known as the Director-General.
The Director-General does not, however, have any regulatory powers under the Telecommunications Act, 103 of 1996. Under the
Telecommunications Act, 103 of 1996, the Minister of Communications has a policy-making role, entitling her to issue policy
directions consistent with the objectives of the Telecommunications Act and giving her the ability to issue invitations to apply for
the above-mentioned licenses and the granting thereof.

The Telecommunications Act, 103 of 1996, deemed us to be the holder of a public switched telecommunications license, a
value-added network services license and a radio spectrum license, issued under the Telecommunications Act, 103 of 1996, which
enable us to continue providing the telecommunications services we provided prior to commencement of the Telecommunications
Act, 103 of 1996. On May 7, 1997, we were issued with a formal written public switched telecommunications services license, a
value-added network services license and a radio frequency spectrum license under this new regulatory regime. We operate under
these licenses today.

In 2001, the Telecommunications Act, 103 of 1996, was substantially amended in order, among other things, to facilitate and
regulate the introduction of competition in the telecommunications sector of the Republic of South Africa. The Telecommunications
Act, 103 of 1996, now makes provision for the issue of an additional license to provide public switched telecommunications
services to a second national operator and for the issue of additional licenses to small business operators to provide
telecommunications services in areas with a teledensity of less than 5%. These processes have already commenced and ICASA has
indicated that it expects to issue these licenses in 2003 or early 2004. At the close of the application process, two applications for
the second national operator had been received. The amended Telecommunications Act, 103 of 1996, provided for the issue of an
international carrier of carriers license and a multimedia license to Sentech Limited that were issued in May 2002. The relevant
amendments introduce the possibility of further competition from May 2005 should the Minister of Communications, after
conducting a feasibility assessment, determine that one or more additional public switched telecommunications services licenses
should be awarded. As a further measure to liberalize the South African telecommunications sector and to increase competition, the
Telecommunications Act, 103 of 1996, after these amendments also now expressly provides that the second national operator,
Telkom, Vodacom and MTN will be entitled to obtain a license to use radio frequency spectrum in the 1800 MHz band and
spectrum for the provision of third generation services. Cell C’s existing license already includes the right to use radio frequency
spectrum in the 1800 MHz band. Finally, the amended Telecommunications Act, 103 of 1996, requires the introduction of carrier
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pre-selection by the end of 2003 and number portability by 2005. ICASA has also indicated that it intends to license global mobile
personal communications services in 2003 or later and to conduct a feasibility study on the licensing of a fourth mobile cellular
operator in 2004 or later.

Regulatory authority

In 2000, the Independent Communications Authority of South Africa Act, 13 of 2000, created ICASA, a new regulatory body
for the telecommunications and broadcasting industries. ICASA took over all functions of the dissolved South African
Telecommunications Regulatory Authority and the Independent Broadcasting Authority, which previously acted as regulator of the
telecommunications and the broadcasting industries, respectively. Deriving its powers from the Telecommunications Act, 103 of
1996, the Independent Communications Authority of South Africa Act, 13 of 2000, and the Independent Broadcasting Authority
Act, 153 of 1993, ICASA currently serves as the primary regulatory and licensing authority for the South African communications
industry, except with respect to those specific licenses that can only be granted by the Minister of Communications. In respect of
these specific licenses, ICASA is empowered to evaluate license applications made in response to invitations issued by the Minister
of Communications and to make recommendations to the Minister of Communications, who is vested with the final power to issue
the licenses. Upon its establishment, ICASA inherited a legacy of regulatory problems from its predecessors. It has been reported
that ICASA may currently lack adequate resources to effectively fulfill its regulatory and licensing functions and to deal with
regulatory challenges that continue to change given the rapidly evolving telecommunications environment.

Policy directions and regulations

The Telecommunications Act, 103 of 1996, entitles the Minister of Communications, after a public comment period, in
consultation with ICASA and after referral to Parliament for comment, to issue and publish policy directions consistent with the
objectives of the Telecommunications Act, 103 of 1996, from time to time. Once such policy directions have been issued, ICASA is
obliged to perform its regulatory and other functions in accordance with such directions. In addition, the Telecommunications Act,
103 of 1996, entitles ICASA to make regulations, drafts of which must, except where the public interest otherwise requires, first be
published in the Government Gazette for public comment before final regulations can be prescribed and published in the
Government Gazette by the Minister of Communications.

Under South African law, it is possible for licensees such as Vodacom and Telkom and for other interested parties to have the
regulations and rulings issued by ICASA reviewed and tested in a court of law for compliance with the objectives and other
provisions of the Telecommunications Act, 103 of 1996, and other relevant laws such as the South African Constitution. Such
review proceedings take place before an impartial court of law.

The Telecommunications Act, 103 of 1996, is not entirely clear on a number of issues which are expected to be dealt with by
regulation. In addition, because ICASA was only established in 2000 and the regulations governing the telecommunications
industry in the Republic of South Africa are evolving, lack clarity in a number of areas and are still subject to interpretation, review
and amendment there is some degree of regulatory uncertainty for Telkom and Vodacom.

The regulatory process entails a public comment process which, in light of the politicized issue of the privatization of industries
such as telecommunications in the Republic of South Africa, makes the outcome of the process uncertain and may cause delays.

Interconnection

The Telecommunications Act, 103 of 1996, establishes the general conditions for interconnection among licensed operators.
In particular, the Telecommunications Act, 103 of 1996, guarantees the right of any licensed operator to interconnect with operators
licensed to provide public switched telecommunication services, including the second national operator. The Telecommunications
Act, 103 of 1996, empowers ICASA to prescribe guidelines as to the terms and conditions of interconnection agreements which
must be negotiated between the parties and it confers on ICASA powers to intervene and propose, or even to set its own terms and
conditions where the parties are unable to reach an agreement or the agreed terms are not consistent with the relevant guidelines.
Any terms and conditions of an interconnection agreement set by ICASA are binding between the parties.

In 2000, ICASA issued, and the Minister of Communications approved and promulgated, interconnection guidelines, which
stipulate, among other things, that certain operators may be declared to be “Public Operators”, that certain operators may be
declared to be “Major Operators”, and that certain telecommunication services may be declared to be “Essential Services”. A Major
Operator must provide Essential Interconnection Services to Public Operators at the Long Run Incremental Cost, or LRIC, of those
facilities.

Supplementary interconnection guidelines, approved by the Minister of Communications, were issued by ICASA in 2002. These
guidelines declare Telkom to be a Major Operator, its interconnection services to be Essential Services and the second national
operator, the mobile cellular operators and the underserviced area licensees to be Public Operators. The guidelines further prescribe
that the Essential Services must be made available at the Fully Allocated Cost of those services for the first two years, where after
LRIC based interconnection prices will become mandatory.

124



The public comment process for draft supplementary interconnection guidelines relating to interconnection with the
underserviced area licensees was recently completed. These draft guidelines are currently before ICASA for ICASA approval
before they are formally presented to the Minister of Communications for signature. In current form, the draft guidelines envisage
an asymmetrical interconnection regime between Telkom and the underserviced area licensees, with a terminating tariff differential
of at least 30% in favor of these licensees. These draft guidelines do not make any specific reference to cost based pricing, but
being supplementary in nature it may be that cost based pricing will be addressed as part of the overall interconnection regulatory
regime.

The interconnection agreements between Telkom and Vodacom and MTN that preceded the Telecommunications Act, 103 of
1996, were renegotiated and amended in 2001. An interconnection agreement, on substantially the same terms, was negotiated and
concluded with Cell C at the same time. These interconnection agreements with Vodacom and MTN are now completely separated
from the agreements for the supply of telecommunication facilities, which used to be dealt with as part of the interconnection
agreement and which have also been renegotiated.

Facilities leasing

As in the case of interconnection, the Telecommunications Act, 103 of 1996, establishes the general conditions for the leasing of
telecommunications facilities. The Telecommunications Act, 103 of 1996, guarantees the right of licensed operators to obtain
telecommunications facilities from operators licensed to provide public switched telecommunication services, including the second
national operator, and it empowers ICASA to prescribe guidelines for facilities leasing agreements. It confers on ICASA powers to
intervene and propose, or even to set its own terms and conditions where the parties are unable to reach an agreement or where the
agreed terms are not consistent with the relevant guidelines, regulations or the Telecommunications Act, 103 of 1996. Any terms
and conditions of a facilities leasing agreement set by ICASA are binding between the parties.

In addition, the Telecommunications Act, 103 of 1996, requires us to allow the second national operator to use all of our
telecommunications facilities for the first two years of its license, on a resale basis, for the purpose of providing public switched
telecommunication services. We may also be required under the Telecommunications Act, 103 of 1996, to lease or otherwise make
our telecommunications facilities available to the second national operator for the provision of services, other than public switched
telecommunications services, during the first two years of its license and beyond. It is unclear whether this shared access relates
only to the provision of public switched telecommunication services by the second national operator during such two years or to
other services as well, although the guidelines issued by ICASA may be interpreted to deal with such other services as well. It is
also unclear whether we will be required to allow shared access to the second national operator at LRIC-based prices beyond such
two year period in respect of other services, although the guidelines issued by ICASA may be interpreted to prescribe that beyond
the two year period, LRIC prices will become mandatory as described below.

In 2000, ICASA issued, and the Minister of Communications approved, facilities leasing guidelines, which stipulate, among
others, that certain operators may be declared to be “Public Operators,” that certain operators may be declared to be “Major
Operators” and that certain telecommunication facilities may be declared to be “Essential Facilities.” A Major Operator must
provide Essential Facilities to Public Operators at LRIC of those facilities.

Supplementary facilities leasing guidelines were issued by ICASA and approved and promulgated by the Minister of
Communications in 2002. These guidelines declare us to be a Major Operator and the mobile cellular operators and the
underserviced area licensees to be Public Operators. The guidelines list a set of Telkom’s facilities that are declared to be Essential
Facilities. Among those essential facilities is shared access to the local loop by the second national operator for the first two years
of its license. The guidelines further prescribe that the Essential Facilities must be made available at the Fully Allocated Cost of
those facilities for the first two years and thereafter LRIC based prices will become mandatory. Sentech Limited has applied to the
South African High Court for an order seeking to set these supplementary facilities leasing guidelines aside on the basis of procedural
errors. ICASA has filed a notice of no opposition to this application. As a result, there is a risk that the guidelines will be remanded back
to ICASA for further deliberations and ICASA and the Minister will be required to recommence the process of declaring which operators
are Major Operators and which are Public Operators and which facilities are Essential Facilities. We cannot predict the outcome of this
matter and it is difficult to assess what impact, if any, it will have on us and our business.

Tariffs

The Telecommunications Act, 103 of 1996, and regulations made under the Act impose a price cap formula on a basket of specified
services that we previously had the exclusive right to provide, including installations; prepaid and postpaid line rental; local, long
distance and international calls; fixed-to-mobile calls; public payphone calls; ISDN services; our Diginet product; and our Megaline
product. Prices on these services are filed with ICASA for approval. Revenue from these services may not be used to subsidize other
products and services. Currently, the overall tariffs for all services in the basket may not be increased by more than 1.5% below
inflation in South Africa, based on the consumer price index and measured using revenue for the services in the basket at constant
volumes for the prior year. In addition, prior to January 1, 2003, the price of any individual product or service included in the basket
could not be increased by more than 20% above inflation in South Africa in any year. Effective January 1, 2003, the price of any
individual product or service included in the basket may not be increased by more than 5% above inflation in South Africa in any year.
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In December 2002, as a result of an out of court settlement, ICASA approved our tariff filing providing for a 9.5% increase in the
overall tariffs for all services in the basket effective January 1, 2003, based on the increase in the consumer price index for September
2002 of 12.5%. Inflation in South Africa was 5.7% in the year ended December 31, 2001 and 5.4% in the year ended December 31,
2000.

Pursuant to its mobile cellular telecommunications license, Vodacom has to lodge all tariff plans or any amendments to existing
tariff plans with ICASA. No increase in the price of any service or in some cases, a basket of services, greater than the percentage
annual increase in the consumer price index is allowed without ICASA’s approval.

Universal service obligations

As part of our five year exclusivity period ended May 7, 2002, we had the following universal service obligations for our
fixed-line business:

e to build 2.69 million new access lines, including 1.67 million lines in underserviced areas;
* to connect 3,204 villages; and

 to install 120,000 payphones.

We substantially met all of our fixed-line service and line roll-out targets with the exception of our residential fault rate target,
our aggregate fixed-line roll-out target and targets which required us to provide service to underserviced villages and to replace
analog lines with digital lines. We elected not to roll-out lines in our last year of exclusivity where it was not economical to do so.
As a result we missed our line-roll-out target by 16,448 lines. Our license required us to pay penalties for missing these license
targets. Based on the previous requirements contained in our existing license, we estimate the total penalties for failing to meet
these targets to be approximately R15 million. This amount is subject to review by ICASA. We do not currently anticipate that we
will have any additional fixed line roll-out targets.

Our public switched telecommunications license requires us to provide basic voice telephone service to every person in South
Africa who requests such service, who can afford it and who enters into a contract with us for such service, and to install, connect,
maintain and repair a telephone to use such service, and provide access to emergency organisations and directory information
services. However, we are not required to provide the foregoing services where ICASA determines that the demand for such
services can be met by other means and, as a result, it would be unduly burdensome in the circumstances for us to provide the
telecommunications service requested.

The Minister of Communications issued a public statement in 2002 describing our future obligations to assist in the continued
development of communications services to the South African population. The obligation will be a contribution to the Universal
Service Fund, or USF, and ongoing universal service obligations imposed on us through the generic terms of our license. Draft
regulations governing contributions to the universal service fund have been forwarded to the Minister by ICASA for signature. If
the Minister signs the draft regulations in their current form, 0.2% of revenue from regulated public switched telecommunications
services licenses and 0.2% of revenue from mobile cellular licenses will be required to be paid to the universal service fund. New
social obligations may be imposed with new licenses, such as 1800MHz licenses and third generation technology licenses.

Vodacom’s mobile cellular telecommunications license contains an obligation that required Vodacom to provide 22,000
community services, or public access, telephones in underserviced areas by June 1, 1999, which Vodacom satisfied. Approximately
30,000 community service telephones were in service as of September 30, 2002. One type of deployment, the transportable, is
being phased out; however, the number of telephones will not be allowed to fall below the required levels. Vodacom’s future
universal service obligations will also consist of a contribution to the USF, and possible new universal access obligations.

Regulatory accounts

Under the Telecommunications Act, 103 of 1996, and our public switched telecommunications service license, we are required
to report and account to ICASA our retail and wholesale activities using a specific accounting methodology set out in a Chart of
Accounts and Cost Allocation Manual, or COA/CAM. The adoption of this methodology by us requires the aggregation and
disaggregation of general ledger accounts in a different manner than we normally do. It also requires a reconciliation of the
accounts. We were required to put the necessary accounting and management information systems, which would have enabled us to
prepare such reports and accounts, in place by May 7, 2002, subject to ICASA issuing the COA/CAM regulations. The regulations,
however, were only published on July 19, 2002. The regulations require the first submission of our regulatory financial statements
to take place by September 30, 2003. However, the regulations also recognize the burden placed by the reporting requirements on
operators and adopt a phased implementation approach. Accordingly, we may make written submissions to ICASA setting out the
steps to be taken, work involved and proposed timeframes to implement systems to comply with the reporting obligations of the
regulations, after which ICASA will inform us in writing of the timeframes for complying with the reporting obligations. These
regulations also require us to develop a procedures manual that sets out how we will implement the COA/CAM accounting
methodology in practice, which manual must be reviewed and approved by ICASA. To date, no COA/CAM procedures manual has
been so approved by ICASA. In accordance with the timing of the introduction of this reporting requirement, we are in the process
of preparing a COA/CAM manual. ICASA will have to approve the manual that we prepare, which may take up to two years and
may require us to incur costs and expenses.
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Carrier pre-selection

Telkom is required to phase in carrier pre-selection, with call-by-call override capabilities, by not later than December 31, 2003.
It is unlikely that we will be able to comply with this requirement in the required timeframe. Carrier pre-selection will be made
available as and when the second national operator is capable of doing so. The timing of the implementation of carrier pre-selection
is dependent on when the second national operator is licensed and the second national operator’s interconnection systems and the
inter-operator processes and systems to support carrier pre-selection become available, which may not occur until after December 31,
2003. Regulations indicate that the system set-up costs will be recovered as part of the prescribed annual review of fees and
charges, but no further detail is available. We are currently engaged with ICASA to define the manner in which such costs could be
recovered. Slamming, which is the transfer of a user from one operator to another without such user’s knowledge or authorization,
is to be prohibited. There is a risk that the procedure to combat slamming may not be effective and would result in further market
share losses. Carrier pre-selection is not applicable to mobile cellular operators.

Number portability

The Telecommunications Act, 103 of 1996, mandates that number portability enabling customers to retain their fixed-line and
mobile telephone numbers if they switch between fixed-line operators and between mobile cellular operators will be introduced in
2005. The draft guidelines published by ICASA in relation to number portability in 2001 have been withdrawn. The set-up and
per-operator costs are typically the largest cost components of implementing number portability. Similar to carrier pre-selection,
there is a risk of not fully recovering system set-up costs.

Unbundling the local loop

Given that the only existing public fixed-line network is operated by us under our license, and that Vodacom, MTN and Cell C
each operate independent mobile communications networks, there are no rules dealing specifically with equal and unbundled access
to shared resources.

While the Telecommunications Act, 103 of 1996, currently provides that we will not be required to unbundle our local loop for a
period of two years after the issue of the second national operator’s license, it is envisioned that as the industry is further
liberalized, operators such as us with existing facilities and access lines, will be obliged to make these available to new entrants.
The second national operator will be entitled to lease our telecommunications facilities for a period of two years after being
licensed. Furthermore, although it is not our interpretation, the relevant provisions may be interpreted that the second national
operator may have shared access to the local loop, which is understood to mean access to the higher bandwidth for xDSL
applications beyond such two years.

The above is an exception to the generic provision that the local loop will not be unbundled during the first two years of the
second national operator’s license.

Licenses
Fixed-line telephone services
Public switched telecommunications services

On November 15, 1996, we were deemed to be the holder of a license to provide public switched telecommunication services
under the Telecommunications Act, 103 of 1996, and on May 7, 1997, we were issued a written license by the Minister for Posts,
Telecommunications and Broadcasting to provide public switched telecommunications services in South Africa for a minimum
validity period of 25 years, which included our exclusivity period of five years ended May 7, 2002. Under this license we are
authorized to provide, among other things, the following:

* national long distance telecommunications services;

e international telecommunications services;

¢ local access telecommunication services;

* public pay telephone services;

 fixed-lines, infrastructure and facilities required to provide the above services;

* telecommunications facilities to be used by any person for the provision of value-added network services;

* telecommunications facilities comprising fixed-lines to be used by operators for the provision of mobile communications
services and any other telecommunications services;

e telecommunications facilities to be used by any person for the provision of any private telecommunications network, with the
exception of certain private telecommunications networks situated on a single piece of land or two or more contiguous pieces
of land owned by the same person, or maintained by Transnet or Eskom as authorized under the Telecommunications Act,
103 of 1996;

e connection to our network of any other licensed telecommunications system or service both in and outside of South Africa;
and

e conveyance of signals to and from telecommunications systems and equipment connected to our network, together with any
switching or other services incidental to such conveyance.
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Additionally, we are entitled under the Telecommunications Act, 103 of 1996, to manufacture, sell, supply, distribute and
maintain certain telecommunication facilities and equipment, including customer premises equipment and software, provided that
ICASA consents to the commercial marketing, distribution or sale of such facilities or equipment.

Furthermore, the 2001 amendment to the Telecommunications Act, 103 of 1996, provides for fixed-mobile services to be
deemed a new public switched telecommunications service that may be provided with a public switched telecommunications
service license or an underserviced area license. A fixed mobile service is a service that permits a customer of the licensee to access
the public switched telecommunications network of the licensee and obtain telecommunications services from such licensee from
either a fixed point or while in motion within the local exchange area, but does not permit or include call handover between cells.
Our public switched telecommunications service license has not yet been amended to include fixed-mobile services and it is not
expected that it will be so amended until a license is issued to a second national operator.

The license fee payable by us under this license amounts to 0.1% of our annual revenues generated from the provision of the
licensed public switched telecommunications services.

Our public switched telecommunications services license may be revoked by ICASA if we repeatedly fail to comply with an
order made by ICASA pursuant to the Telecommunications Act, 103 of 1996, and fail to correct the non compliance within 90 days
of being requested to comply, or if we are placed in final liquidation or under a provisional or final judicial management order. Our
license required us to pay penalties for missing the service quality and line-rollout targets contained in our license. Based on our
current license, we estimate the total penalties for failing to meet these targets to be approximately R15 million. This amount is
subject to review by ICASA.

The following table sets forth certain information relating to service quality and line roll-out targets under our public switched
telecommunications services license for the exclusivity period ending May 7, 2002.

Target Actual
Service quality targets
Faults per 1,000 lines: Business . . . . . ... ... ... ... ........ 370 288
Faults per 1,000 lines: Residential . . . . . .. ... ... ........... 390 528
Faults cleared within 48 hours: Business (%) . . . . . . .. ... ... .... 86 96
Faults cleared within 48 hours: Residential (%) . . . ... ... ... ... .. 78 94
Service of public payphones
Coin telephones . . . . . . . . . ... 90 95
Card telephones . . . . . . . .. ... 95 98
Business orders met within 28 days . . . . . ... ... .. ... ... ... 90 97
Business orders met within 90 days . . . .. ... ... ... .. ... .... 98 99.85
Residential orders met within 28 days . . . . ... ... ... ... ..... 80 95
Residential orders met within 120 days . . . . .. ... ... ... ... ... 98 99.79
Line roll out targets
Lines, excluding payphones . . . . . . . ... ... ... ... ... ..... 2,690,000 2,673,522
Payphones . . . . . ... 120,000 132,990
Areas with a teledensity of lessthan5% . . . . .. ... ... ... ... ... 1,676,000 1,787,968
Priority customers . . . . . .. ... e 20,246 25,577
Villages . . . . .. 3,204 2,699
Replacement lines . . . . . . . . . .. ... 1,252,000 159,666

We are also obliged to publish our charges and the manner which we adopt for determining those charges in respect of the
various telecommunication services provided by us. Provision is also made for the protection of customer confidentiality and other
information that we receive from our customers in the course of providing telecommunication services to them. Bills to our
customers must reflect the type of service, the units for which charges are made, and at a minimum, the starting time of each
connection, the number called and the duration and number of units for each call. Our records must identify for customers the basis
for the amount charged for the use of our services and we are required to retain such information to allow ICASA the ability to
have an independent quality assurance check done that the billing process complies with the aforesaid requirements.

Our license also requires us to establish efficient procedures, taking into account predominant regional languages and to provide
assistance to customers with complaints during normal business hours. Our procedures for dealing with customer complaints must
include a procedure for referring any disputes relating to such complaints to an affordable independent arbitration procedure instead
of a court. Finally, we are required, in consultation with ICASA, to prepare and publish a code of practice that duly takes account
of predominant regional languages, giving guidance to our customers in respect of any disputes with and complaints from such
customers relating to the provision of telecommunication services.
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ICASA has indicated that they may seek to review and possibly amend the terms of our public switched telecommunications
services license in 2003/2004. It is not clear whether this will in fact happen or, if ICASA does seek to do so, to what extent
ICASA will seek to impose new service and installation targets in our public switched telecommunications services license or
impose additional obligations on us. However, under our existing license, such a review and amendment can, in some instances,
only be effected through a public comment process with our participation and, in other instances, only with our consent. We cannot,
however, predict the outcome of such contemplated review.

Other licenses

On November 15, 1996, we were deemed to be the holder of a license to provide value-added network services under the
Telecommunications Act, 103 of 1996, and on May 7, 1997, we were issued a written license by the Minister for Posts,
Telecommunications and Broadcasting to provide value-added network services on a non-exclusive basis for a period of 25 years.

Our value-added network service license may be revoked by ICASA if we repeatedly fail to comply with an order made by
ICASA and fail to correct the non-compliance within 90 days, or if we are placed in final liquidation or under a provisional or final
judicial management order.

On February 21, 1997, we were deemed to be the holder of a radio frequency spectrum license to provide telecommunication
services and facilities, and on May 7, 1997, we were issued a written license by the Minister for Posts, Telecommunications and
Broadcasting to use the relevant bands of radio frequency spectrum. We use the radio spectrum for the provision of fixed links
within our network, both land based and satellite, and for wireless local loop applications. Where these bands were licensed to us
on a shared or non-exclusive basis, ICASA is to ensure that any other licenses issued to other entities do not create harmful
interference with our use of the radio frequency spectrum. Our use of the radio frequency spectrum is subject to our compliance
with the relevant provisions of international telecommunications conventions, the radio regulations and the International
Telecommunications Union radio regulations agreed to or adopted by the Republic of South Africa. We are only authorized to use
our assigned frequency bands for the provision of public switched telecommunication services.

Our radio frequency spectrum license may be revoked by ICASA if we repeatedly fail to comply with an order made by it and
fail to correct the noncompliance within 90 days of being requested to comply, or if we are placed in final liquidation or under a
provisional or final judicial management order. Additionally, our radio frequency license will terminate if our public switched
telecommunication services license is terminated.

Under the Telecommunications Act, 103 of 1996, each of Vodacom, MTN, Cell C, Telkom and the second national operator will
all be entitled to apply for, and acquire, licenses for the use of 1800MHz radio frequency spectrum and radio frequency spectrum
for the provision of third generation services in the near future. However, the amount of spectrum that will be licensed and the fees
that will be required to obtain the 1800 MHz radio frequency spectrum and radio frequency spectrum for the provision of third
generation services have not yet been determined.

Our subsidiary Swiftnet has been granted a telecommunications license and a radio frequency spectrum license providing for:

* the authorization of Swiftnet to construct, maintain and operate a national wireless data network and to provide wireless data
telecommunication services; and

¢ the interconnection with our network.

Under our interconnection agreement with Swiftnet, we must charge Swiftnet those tariffs recommended by ICASA and
approved by the Minister of Communications.

Mobile cellular telephone services

On September 30, 1993, a multiparty implementation agreement was concluded between us, Vodacom, MTN, the Postmaster-
General and the South African Government dealing with the licensing of Vodacom and MTN. On the same date, Vodacom was
issued with a mobile cellular telecommunications license for a validity period of 15 years.

On July 1, 1997, Vodacom was deemed to be the holder of a license to provide mobile cellular telecommunications services in
accordance with the Telecommunications Act, 103 of 1996, subject to the terms and conditions of the written mobile cellular
telecommunications license issued by the Postmaster-General and the multiparty implementation agreement, and on August 19,
2002, Vodacom was, in terms of the Telecommunications Act, 103 of 1996, issued a written mobile cellular telecommunications
service license by the Minister of Communications and ICASA, incorporating the terms and conditions of the original license and
agreement, subject to certain legislatively mandated changes. Under this license, Vodacom is authorized to construct, maintain and
use its public land mobile communications network for the provision of mobile cellular telecommunications services, and to
interconnect with our public switched telecommunications network and the public land mobile communications networks of other
licensed mobile cellular telecommunications service providers. ICASA will soon be amending Vodacom’s license to authorize
interconnection with the second national operator, Sentech Limited and other public operators.

An initial license fee of R100,000,000 was payable by Vodacom and an ongoing license fee of 5% of Vodacom’s audited net
operational income generated from the provision of the licensed services is payable by Vodacom quarterly in arrears.
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The mobile cellular telecommunications license may be revoked by ICASA, with the approval of the Minister of
Communications, if Vodacom agrees thereto, or if Vodacom is placed in liquidation or under judicial management, or if there is a
change in the direct or indirect ownership of 25% of the issued voting share capital of Vodacom in any one transfer or a change in
the ownership of any of the issued voting share capital of Vodacom that results in a change to the composition of one-quarter of
Vodacom’s board of directors, in either case without ICASA’s prior written approval, or if Vodacom takes steps to deregister itself
or if it is deregistered, or if Vodacom fails to pay the required license fee after due demand by ICASA.

Vodacom’s use of its public land mobile communications network is authorized for the provision of a GSM based national
mobile cellular telecommunications service and the connection of fixed and mobile terminal equipment using GSM cellular
telephony technology. For the duration of this license, Vodacom’s network must conform to the GSM specification standards and
recommendations of the International Telecommunications Union as adopted by South Africa, as well as with the GSM
specifications set by the European Technical Standards Institute, or ETSI. ICASA is in the process of amending Vodacom’s license
to authorize dual band GSM900/1800 operation, consistent with recent legislative provisions mandating that ICASA grant
1800MHz spectrum to Vodacom upon application, which has been made.

Vodacom was required to comply with service and installation targets that were set forth in the terms of its mobile cellular
telecommunications license and to maintain the lines so installed. Vodacom’s license required it to install and thereafter to maintain
22,000 community service telephones in rural and previously disadvantaged communities or areas by June 1, 1999 and to provide
network coverage to 60% of the South African population within two years, and 70% within four years. In addition, one of the
conditions to Vodacom’s license was a requirement that it generate R1 billion of economic activity over ten years. All license
requirements were achieved by Vodacom within or prior to the required time periods.

Vodacom’s mobile cellular telecommunications license requires Vodacom to provide facilities to enable a caller, free of charge,
to communicate with an emergency organization as swiftly as practicable and sets out certain customer service standards with
which Vodacom is required to comply. This license also requires Vodacom to use reasonable endeavors to ensure that certain
information is kept confidential. Vodacom is obliged to provide directory services and to liaise with other licensees in that regard.
Vodacom and its service providers are not entitled to show any undue preference to any person or class of person and Vodacom
must develop, publish and enforce guidelines for use by its personnel when handling inquiries and complaints from customers to
whom it supplies telecommunications facilities. These guidelines must be included in its contracts with service providers and must
be published and available to customers. Vodacom’s license prescribes that the guidelines must address the following areas of the
provision of customer services:

» procedures for handling customer complaints;

e the time frame for handling customer complaints through such procedures;

 further recourse available to a customer who is dissatisfied with Vodacom’s complaint handling procedures;
* procedures adopted by Vodacom to check the accuracy of a customer’s telephone account;

e procedures to be adopted by Vodacom to assist customers in disaster situations; and

e availability to customers of quality of service information relating to Vodacom’s network services.

Vodacom was also issued a radio frequency spectrum license simultaneously with its mobile cellular telecommunications license
permitting it to use the 890.2/935.2MHz to 900.0/945.0MHz radio frequency spectrum for purposes of providing mobile cellular
telecommunications services, valid for the duration of Vodacom’s mobile telecommunications license of fifteen years. Vodacom was
also granted a license effective July 1, 1995 for the use of an additional 2x1MHz of GSM900 radio frequency spectrum under its
mobile cellular telecommunications license. Pursuant to the Telecommunications Act, 103 of 1996, the three mobile cellular
licensees were given the right, upon application, to be granted licenses to use 1800MHz frequency spectrum on payment of fees as
determined by the Minister. In certain cases, these are existing users of this spectrum so that it may be necessary to clear the
1800MHz frequency spectrum before it can be licensed. The Act envisaged that unless the Minister extended the May 30, 2002
deadline for applications, the spectrum would be issued by the end of June 2002. The Minister did not extend the May 30, 2002
deadline. Vodacom applied on May 30, 2002, but has not yet been licensed. In addition, there has been some delay in determining
the fees to be paid for the 1800MHz spectrum. However, it is expected that this will be completed in the near future, and that the
frequency spectrum licenses will be issued.

Vodacom was also issued a license to provide value-added network services on October 20, 1998. This license is a temporary
license and is valid until three months after the promulgation of final regulations applicable to value-added network services by
ICASA. To date, final regulations relating to value-added network services have not been promulgated. As a result of the
uncertainty surrounding the regulatory regime applicable to value-added network services, ICASA adopted the practice of issuing
temporary value-added network services licenses, valid up until three months after promulgation of final value-added network
services regulations. This would allow final licenses to be issued incorporating the relevant regulations. Licensees will be required
to reapply for licenses to provide value-added network services once final regulations are issued.

In addition, Vodacom was granted a temporary test license on July 9, 2002 to use 2 x 125MHz of the 1800MHz radio frequency
spectrum and to construct, maintain and use radio stations for purposes of this test license. The license is valid until three months
after November 10, 2002. A second test/experimental license for a further three months until February 9, 2002 was granted to
Vodacom. Vodacom may erect, maintain and operate 447 sites anywhere in Gauteng and 5 sites in Stellenbosch using the 1800MHz
radio frequency spectrum for test purposes pursuant to this license. Vodacom may not carry commercial traffic on these sites while
testing.
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Vodacom is obliged to keep and maintain statistics on complaints made to it by its customers. The statistics must be provided to
ICASA at least once every six months, and ICASA may, after consultation with Vodacom, publish these statistics.

Ownership restrictions

Pursuant to the ownership regulations issued under the Telecommunications Act, 103 of 1996, Telkom is a public switched
telecommunications services licensee operating in a “concentrated market,” which is a market where there are fewer than five
licensees. Pursuant to these regulations, no person who holds a direct or indirect 5% ownership interest in Telkom, other than the
Government of the Republic of South Africa and passive institutional investors who do not participate in our management, is
entitled to hold a 5% or greater ownership interest in any other licensed operator providing the same category of
telecommunications services as Telkom in that concentrated market, such as the second national operator. The same position applies
in relation to a person holding such an ownership interest in both Vodacom and another mobile cellular telecommunications service
licensee. In addition, licensees such as Telkom and Vodacom are required to maintain accurate and detailed records indicating the
name, address, telephone number, e-mail address and other contact details of all persons holding a direct or indirect ownership
interest of 5% or more in the licensee, the number of shares or other ownership interests owned of record by each such person, the
identity of each such person entitled to vote and the like and must annually file such information with ICASA. ICASA is entitled, at
the request of the licensee, to waive the licensee’s obligations with respect to maintaining certain of the information where the
licensee’s issued share capital is listed on the JSE or any other internationally recognized securities exchange and the information is
not kept in the ordinary course with respect to such listed issued share capital and is not otherwise required by such exchanges.

Under the same regulations, licensees such as Telkom and Vodacom are required to obtain the prior written approval of ICASA,
in an application that is signed by the licensee, the transferor and the transferee, for any transfer of a control interest in the licensee.
A control interest in a licensee includes a direct or indirect:

* beneficial ownership of more than 25% of the issued share capital of that licensee;

* entitlement to vote a majority of the votes that may be cast at a general meeting of that licensee;

 ability to appoint or veto the appointment of a majority of the directors of that licensee;

* holding company of that licensee; or

 ability to direct or cause the direction of the management and policies of that licensee in a way similar to the foregoing.

The criterion to be used by ICASA in considering the application is whether the licensee will be able to satisfy its obligations
under its licenses and comply with the Telecommunications Act, 103 of 1996, and the regulations thereunder after the transfer
concerned. Any transfer in violation of these regulations is void.

Other regulatory issues

We are subject to the provisions of the Competition Act, 89 of 1998, which, together with the Telecommunications Act, 103 of
1996, regulates uncompetitive behavior in the communications industry in South Africa. The Competition Commission and ICASA
have come to an arrangement regarding jurisdictional issues existing between the two regulations. Under the provision of these two
Acts, we may not act uncompetitively or unjustly discriminate against any customer.

The Republic of South Africa is a member of the World Trade Organization and is a signatory to the Basic Agreement on
Telecommunications.

The Interception and Monitoring Prohibition Act, 127 of 1992, requires Telkom, Vodacom and other licensees to install
equipment and put in place procedures that would allow certain agencies of the Government of the Republic of South Africa to
intercept and monitor communications over our respective networks and to retain records and copies of such communications for a
prescribed period of time. Telkom’s and Vodacom’s compliance with this requirement will require Telkom and Vodacom to increase
capital and operational expenditure.

In certain South African judgments, we have been regarded as an organ of state. In addition, some legislation, notably the South
African Promotion of Administrative Justice Act, 3 of 2000, have provisions that identify us as rendering a public service. As a
result, some decisions that would otherwise be normal business decisions in other listed companies need to go through a
consultative process with the Government before we can make them.

Finally, our subsidiary Swiftnet is required, in terms of its license, to have at least 30% of its shares held by historically
disadvantaged individuals or entities. In accordance with such requirement, a black economic empowerment investor acquired a
30% equity stake in Swiftnet subject to its ability to raise the necessary funding to pay for the interest. We reacquired this 30%
stake, thus placing Swiftnet in breach of its license requirement. ICASA has required Swiftnet to remedy the breach of its license. If
not remedied, there is a risk of Swiftnet’s license being revoked.
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MANAGEMENT

Directors and executive officers of Telkom

The management of Telkom is vested in its board of directors which currently consists of 14 directors. Telkom’s new memorandum
and articles of association, which will become effective on the JSE listing date, specify that its board of directors shall be reduced to
11 members. The Government has requested that Wendy Luhabe, Dr. Dilija Mji and Colin Smith resign before the JSE listing date in
order to reconstitute the board upon the listing date.

In accordance with Telkom’s new articles of association, the Government and Thintana Communications are entitled to appoint
directors based on the percentage of the issued ordinary shares owned by them. See “Description of Shares” beginning on
page 154 of this prospectus. Based on the expected ownership percentages of the Government and Thintana Communications following
the global offering, each of the Government and Thintana Communications will, pursuant to Telkom’s new articles of association, be
entitled to appoint five directors, including two executive directors to Telkom’s board of directors.

Telkom’s new articles of association provide that the chief executive officer shall be an executive director nominated and appointed at
least every three years by the board of directors, after consultation with each of the Government and Thintana Communications, for so
long as they are significant shareholders, as more fully described under “Description of Shares — Significant shareholder’” on page 154 of
this prospectus. The chief executive officer is the most senior executive of the company and the exercise of his authority is subject to the
authority and direction of the board of directors.

Telkom’s shareholders in a general meeting are entitled to appoint that number of directors, if any, as are not appointed by the
Government or Thintana Communications or the board of directors. The shareholders in a general meeting are not entitled to fill a vacancy
of a director appointed by either the Government or Thintana Communications. If, as of the eighth anniversary of the JSE listing date, the
class A ordinary share and class B ordinary share have not otherwise been converted into ordinary shares under the terms of Telkom’s new
articles of association, they will be so converted and the rights of the Government and Thintana Communications as holders of the class A
ordinary share and class B ordinary share, respectively, including their rights to appoint members of Telkom’s board of directors will,
pursuant to Telkom’s new articles of association, be terminated.

Under the new shareholders’ agreement between the Government and Thintana Communications, the parties are obligated to use their
reasonable efforts to identify and appoint directors from members of historically disadvantaged groups in order to achieve a composition
of the board that is representative of the demographics of the Republic of South Africa, provided that Thintana Communications is entitled
to appoint two directors in its sole discretion. The parties further agreed that, to the extent the total number of directors appointed by them
by virtue of their respective ownership of the class A ordinary share and the class B ordinary share is less than eleven, the balance of the
directors, other than the chief executive officer, shall comprise independent directors. The Government and Thintana Communications will
form a committee to nominate the remaining independent directors to the board for so long as they are significant shareholders, as more
fully described under “Relationship with Major Shareholders — Shareholder arrangements — New shareholders’ agreement” beginning on
page 145 of this prospectus. To the extent that the committee cannot agree on nominations for independent directors, then the Government
and Thintana Communications are entitled to nominate a number of independent directors in proportion to their relative shareholding. The
nominations will then be voted upon by all of Telkom’s shareholders in a general meeting in the normal course. The Government and
Thintana Communications have agreed that they will exercise their voting rights in favor of any independent director nominated in
accordance with the new shareholders’ agreement.

Pursuant to Telkom’s new articles of association, the board of directors is required to meet at least once every two months. The
following are Telkom’s directors as of the date of this prospectus. All of Telkom’s directors are citizens of the Republic of South Africa
unless otherwise indicated.

Directors
Year of Year of
Name birth Business address Position Term of office  appointment
Nomazizi Mtshotshisa' 1944 9th Floor, Fedsure Building, Chairperson of 3 years 2002
13 Fredman Drive, Sandton, the Board
South Africa Non-executive
director
Jonathan Paul Klug, Sr.>? 1956 230 Blackjack Oak, Non-executive Indefinite 2003
San Antonio, Texas director
America
Wendy Luhabe' 1957 98 7th Avenue, Non-executive 3 years, extended 1997
Melville, Johannesburg, director for a further three
South Africa years in 2000
Tan Sri Dato’ Ir. 1941 2nd Floor, Wisma Telekom, Non-executive Indefinite 1999
Muhammad Radzi Jalan Pantai Baharu, director
Mansor** 59672 Kuala,
Lumpur, Malaysia
Shawn McKenzie™* 1958 Telkom Towers North, Chief Operating Indefinite 2002
152 Proes Street, Officer, executive
Pretoria, South Africa director
Richard Menell' 1955 56 Main Street, Non-executive 3 years 2000
Johannesburg, director
South Africa
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Year of Year of
Name birth Business address Position Term of office appointment
Dr. Diliza Mji' 1953 16 Medical Towers, Non-executive 3 years 2000
162 Old Main Road, director
Isipingo, South Africa
Peter Moyo' 1962 Old Mutual Park, Non-executive 3 years 2001
Jan Smuts Drive, director
Pinelands, Cape Town,
South Africa
Sizwe Nxasana 1957 Telkom Towers North, Chief Executive 3 years, extended 1998
152 Proes Street, Officer, for a further three
Pretoria, South Africa executive director years in 2001
Tlhalefang Sekano’ 1959 26 Baker Street, Non-executive 3 years 2001
Rosebank, Johannesburg, director
South Africa
Colin Smith’ 1956 9th Floor, Non-executive 3 years, extended 1997
Arcadia Centrum, director for a further three
Corner of Beatrix and years in 2000
Vermeulen Streets,
Pretoria, South Africa
Chian Khai Tan** 1950 Telkom Towers North, Chief Strategic Indefinite 2002
152 Proes Street, Officer,
Pretoria, South Africa executive director
Charles Valkin? 1934 9th Floor, Non-executive 3 years, extended 1997
Twin Towers West, director for a further three
Sandton City, Sandton, years in 2002
South Africa
Themba Vilakazi' 1946 4th Floor, IS Building, Non-executive 3 years 2002

! Government representative

% Thintana Communications representative

 American
* Malaysian

’ Employee representative

158 Jan Smuts Avenue,

Rosebank, Johannesburg,

South Africa

director

Nomazizi Mtshotshisa has served as the chairperson of the board since August 1, 2002. In addition, she has been an executive
director of Admiral Industries (Proprietary) Limited since 1999. Prior to 1999, she was an executive director at Vula
Communications Holdings (Proprietary) Limited, an investment company, from July 1997 to October 1999. In the past five years,
she has served as executive director of Vula Communications Holdings (Proprietary) Limited; partner and chairperson of Maluti
Resources (Proprietary) Limited (Mining); chairperson of Midi TV (Proprietary) Limited (eTV); a director of the Industrial
Development Corporation of South Africa Limited, Mossgas (Proprietary) Limited, Soekor (Proprietary) Limited; a chairperson of
Khumama Mining (Proprietary) Limited; and has held a trusteeship of the Chris Hani Baragwanath Reconstruction Trust. Ms.
Mtshotshisa holds a Bachelor of Arts degree from the University of South Africa.

Jonathan Paul Klug, Sr was appointed to the board on January 10, 2003. He has been the vice president — finance—
international of SBC Communications since May 2002. Prior to May 2002, Mr Klug served as chief financial officer — Bell Canada
for SBC Communications from May 2000 until May 2002, as vice president — partner channels and alliances of SBC
Communications from October 1999 until May 2000, as president — Arkansas of Southwestern Bell Telephone from December
1998 to October 1999 and as managing director — corporate development of SBC Communications from June 1993 until November
1998. He is currently a director of Belgacom S.A. and ADSB Telecommunications B.V. In the past five years he has served as a
director of Manitoba Telecom Services Inc. and Bimcor Inc. He holds a Bachelor of Business Administration degree from the
University of Notre Dame and a Masters in Business Administration degree from St Louis University.

Wendy Luhabe was appointed to the board on April 29, 1997. Ms. Luhabe has worked as an entrepreneur since 1992 in various
fields encompassing human resources management and development, women investment institutes and asset management.
Previously, she worked for ten years in marketing management in South Africa, Germany and the United States.
Ms. Luhabe is a director and the chairperson of Vodacom, the Industrial Development Corporation of South Africa Limited, the
International Marketing Council and Alliance Capital Management (Proprietary) Limited. In the past five years, she has served as a
director of Cycad Financial Holdings Limited, the Southern Africa Fund Incorporated (New York) and Tiger Brands Limited. She
holds a Bachelor of Commerce degree from the University of Lesotho and has attended various management and leadership

development programs.
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Tan Sri Dato’ Ir. Muhammad Radzi Mansor was appointed to the board on October 23, 1999. Mr. Mansor was a consultant
and advisor to Multimedia Development Corporation from April 1997 to June 2000. Mr. Mansor was appointed chairperson of
Telekom Malaysia in July 1999. He currently serves as a director of TM International Sdn Bhd, Menara Kuala Lumpur Sdn Bhd,
TM Cellular Sdn Bhd, Telekom Multi-Media Sdn Bhd and Universiti Telekom Sdn Bhd. In the past five years, he has served as
chairman of the tender and finance committee of the Telekom Multi-Media Sdn Bhd, chairman of Fiberail Sdn Bhd, chairman of
Telekom Smart School Sdn Bhd, chairman of TM International Leasing Incorporated, director of Radzi-San Enterprise Sdn Bhd,
chairman of MTN Network (Pte) Ltd, Sri Lanka, chairman of TMI Mauritius Limited, director of Sotelgui sa (Societe Des
Telecommunication De Guinee), director of Telekom Networks Malawi Limited and director of Thintana Communications.

He holds an Engineering diploma from Faraday Engineering College and a Master of Science degree in Technological Economics
from Stirling University.

Shawn McKenzie was appointed chief operating officer on July 12, 2002. Prior to joining Telkom he was the president — Texas,
Southwestern Bell Telephone Company, a subsidiary of SBC Communications, from June 2001 until July 2002. Mr. McKenzie also
served as president — Kansas, Southwestern Bell Telephone from October 1997 until June 2001. Prior to 1997, Mr. McKenzie served
in a variety of marketing, technical and external affairs positions for Southwestern Bell Telephone Company since joining SBC
Communications in 1979. He is currently a director of Vodacom Group (Proprietary) Limited. He has a Bachelor of Science degree in
Business Administration and Political Science from the College of the Ozarks and he serves on the College’s Board of Trustees.

Richard Menell was appointed to the board on July 1, 2000. He has been chairman of Anglovaal Mining since June 2002.
Prior to June 2002, he was the chief executive officer and deputy chairman of Anglovaal Mining (Proprietary) Limited since
January 1997. Mr. Menell is the deputy chairperson of the South African Tourism Board and a trustee of the South African
National Business Trust. Mr Menell is a director of more than 30 companies in South Africa and elsewhere, both private and public.
These directorships include appointments to the boards of Avgold Limited, The Standard Bank of South Africa Limited and Mutual
and Federal Insurance Company Limited. Mr. Menell holds a Bachelor of Arts with honors from Stanford University, a Master of
Science degree in Natural Sciences from Stanford University and a Master of Arts degree in Geology, Mineral Explorations and
Management from Trinity College, Cambridge, England.

Dr. Diliza Mji was appointed to the board on July 1, 2000. Dr. Mji is a consultant general and pediatric surgeon in private
practice at the University of Natal, Nelson Mandela School of Medicine, where he has been practicing medicine since January
1980. Dr. Mji is a senior lecturer at the University of Durban Westville in Durban. Dr. Mji is also a director of Alvis South Africa
(Proprietary) Limited, McCarthy BUSA Toyota (Proprietary) Limited, Dynamic Global Defense Technologies (South Africa)
(Proprietary) Limited, Elgin Brown and Hamer (Proprietary) Limited and Group Five Trans Africa (Proprietary) Limited. In the past
five years, he has served as a director of British Aerospace (South Africa), the Industrial Development Corporation of South Africa
Limited, Thebe Health Care (Proprietary) Limited, Coastal Group Limited, Logtek Holdings (Proprietary) Limited, Armaments
Corporation of South Africa Limited, Phelindaba Skills Institute Airborne Trust, Durban Institute of Technology (Proprietary)
Limited and The New Housing Company (Association incorporated in terms of section 21). He holds a Bachelor of Medicine
degree and a Bachelor of Surgery degree from the University of Natal and is a Fellow of the College of Surgeons in South Africa.

Peter Moyo was appointed to the board on September 19, 2001. He has been the deputy managing director of Old Mutual Life
Assurance Company (South Africa) Limited since September 2000. Prior to September 2000, Mr. Moyo held the position of
executive general manager of Old Mutual Life Assurance Company Limited (South Africa) from September 1998 until August of
2000. From September 1997 until June 1998 he held the position of divisional manager of Old Mutual Life Assurance Company
(South Africa) Limited and from June 1998 until August 1998 he held the position of general manager. Mr. Moyo was a partner at
Ernst & Young, Registered Accountants and Auditors, Chartered Accountants (SA), until August of 1997. In the past five years, he
has served as a director of Yabeng Investment Holding Company Limited, Bulawayo Electrical Supplies (Proprietary) Limited,
Jobco — The Business Trust (Association incorporated in terms of section 21), Old Mutual Life Assurance Company (South Africa)
Limited, Old Mutual Asset Managers (Namibia) (Proprietary) Limited, Old Mutual Health Insurance Limited, Old Mutual
Healthcare (South Africa) (Proprietary) Limited, Old Mutual Holdings (Namibia) (Proprietary) Limited, Old Mutual Life Assurance
Co (Namibia) Limited, Old Mutual Life Assurance Company (Zimbabwe) Limited, Old Mutual Life Holdings (South Africa)
Limited, Old Mutual Unit Trust Management Company (Namibia) Limited, Old Mutual Portfolio Holdings (Namibia) (Proprietary)
Limited, Omiopl (No. 3) (Proprietary) Limited, the Life Office’s Association of South Africa and the Old Mutual (South Africa)
Foundation. He holds a Bachelor of Commerce (Honors) degree from the University of South Africa (association incorporated in
terms of Section 21), and a Higher Diploma in Tax Law from the University of the Witwatersrand, and is a Chartered Accountant
(South Africa).

Sizwe Nxasana was appointed chief executive officer on April 1, 1998. Prior to joining Telkom in March 1998, he was the
national managing partner for Nkonki Sizwe Ntsaluba Inc. from June 1996 to March 1998. He is a member of the Income Tax
Special Court and a director of Vodacom Group (Proprietary) Limited, the South African Revenue Service Board, Business Against
Crime — South Africa (Association incorporated in terms of Section 21), Zenex 1995 Trust and Zenex Foundation and was, in the
past five years, a director of Co-ordinated Network Investments (Proprietary) Limited. He holds a Bachelor of Commerce degree
from the University of Fort Hare and a Bachelor of Accounting Science (honors) degree from the University of South Africa and is
a Chartered Accountant (South Africa).

Tlhalefang Sekano was appointed to the board on September 19, 2001. He has been the executive chairperson of the
Communication Workers Investment Company since 1996. He is also a director of Ucingo Investments (Proprietary) Limited. In the
past five years, he served as president of the Communications Workers’ Union, director of Union Alliance Media Limited and
Nextcom Cellular (Proprietary) Limited and chairperson of Letlape Group (Proprietary) Limited.
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Colin Smith was appointed to the board on April 29, 1997. He has been the executive president of the South African
Communications Union since 1996. He is a member of the board of trustees of the Telkom Retirement Fund and has served
as managing director of the Member Benefits Management Group since 2000.

Chian Khai Tan was appointed chief strategic officer on July 1, 2002. Prior to joining Telkom, he was senior vice president,
consumer and business sales at Telekom Malaysia from February 2001 to June 2002, general manager special project focus group at
Telekom Malaysia from June 1998 until October 2000 and general manager, major business sales at Telekom Malaysia from April
1997 until May 1998. In the past five years, Mr. Tan has served as a director of Citifon Sdn Bhd and Telkom Publication Sdn Bhd,
both subsidiaries of Telekom Malaysia. Mr. Tan is a director of Vodacom Group (Proprietary) Limited and TMI Mauritius Limited.
He holds a Bachelor of Engineering (honors) degree from the University of Liverpool.

Charles Valkin was appointed to the board on April 23, 1997. He has been an attorney and is a senior partner with the South
African law firm of Bowman Gilfillan Inc. where he has worked since 1964. He currently serves as a non-executive director of
Reunert Limited. Mr. Valkin holds a Bachelor of Commerce degree, a Bachelor of Laws degree and a Higher Diploma in Taxation
from the University of the Witwatersrand.

Themba Vilakazi was appointed to the board on July 1, 2002. He has been the executive chairman of Scientific Resource
Management since July 1995. He is the founder and chairman of the South African Development Fund, Inc., located in Boston,
Massachusetts, which he managed from 1985 until 1996. He currently serves as chairman of Transponder Technologies
(Proprietary) Limited and Intenda (Proprietary) Limited; and a director of Scanco (Proprietary) Limited, Trust Marque (Proprietary)
Limited and Zamile Consulting (Proprietary) Limited. He holds a Bachelor of Science degree in Biology from Boston University.

Alternate directors

The following are alternate directors who have been appointed in accordance with Telkom’s memorandum and articles
of association. Each of these alternate directors is entitled to act in the place and stead of his appointing director in all board
proceedings in which such appointing director is not present.

Year of
Year of appointment
Name birth Business address Position as alternate
Anthony Lewis' .. ... 1958 Telkom Towers North, Chief Financial Officer 1998
152 Proes Street, and alternate director
Pretoria, to Charles Valkin
South Africa
John Gibson' . . . .. .. 1953 Telkom Towers North, Group Executive — Corporate 2002
152 Proes Street, Development and IPO
Pretoria, and alternate director to
South Africa Jonathan Klug
Dato’ Md Khir . . . . .. 1947 2nd Floor Alternate director to Tan Sri 2001
Abdul Rahman? Ibupejabat Telekom Malaysia Dato’ Ir. Muhammad
Jalan Pantai Baharu Radzi Mansor
50672 Kuala Lumpur
Malaysia
! American.
2 Malaysian.

Anthony Lewis was appointed as chief financial officer of Telkom in September 2000. He joined Telkom in 1997 as executive
controller. Mr. Lewis has also served as the director of finance of SBC International Management Services Inc., a management
services company, since April 1997 and is a director of the American International School of Johannesburg. Prior to joining Telkom,
he served in various finance positions with SBC Communications since joining SBC Communications in 1984, including finance
director for one of SBC’s regional wireless operations. He is a member of the American Institute of Certified Public Accountants,
holds a Bachelor of Science in Business Administration degree from the University of Arkansas and a Master of Business
Administration degree from the University of Texas at Austin. He is also a certified public accountant in the United States.

John Gibson was appointed as Group Executive — Corporate Development and IPO of Telkom in September 2002. Prior to
joining Telkom, he was a general attorney — international at SBC Communications Inc from April 1997 until May 2000 and general
attorney and assistant general counsel-mergers and acquisitions from May 2000 until September 2002. In the past five years he has
been an alternate director of Telmex and of TDC (TeleDanmark). He holds a Bachelor of Arts degree from the University of
Wyoming and a Juris Doctorate from the Washburn School of Law in Kansas.

Dato’ Md Khir Abdul Rahman is a director and the chief executive of Telekom Malaysia and has served as an alternate
director of Telkom since May 2000. Prior to May 2000, he served as deputy chief executive/general manager of Malaysia
Electronics Payment System Sdn Bhd from October 1999 until May 2000, a director of Oriental Bank Bhd from September 1999
until April 2000 and as a managing director of Mejati Technologies Ltd from April 1996 until September 1999. He previously
served as a non-executive director of Technology Resources Industries and has held various senior positions at the Central Bank of
Malaysia. He is currently a director of Multimedia Development Corporation and Malaysian Industry — Government Group for
High Technology. He holds a Bachelor of Science degree in mathematics from the University of Malaya, Malaysia, a Masters in
Agricultural Development degree and a Doctorate of Science in Computing Statistics from the State University of Ghent, Belgium.
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Executive officers

The following executive officers are responsible for various business and administrative departments:

Year of Year of
Name birth Position employment
Sizwe Nxasana' . . . . ... .......... 1957 Chief Executive Officer 1998
Shawn McKenzie">® . . .. . ... ... ... 1958 Chief Operating Officer 2002
Anthony Lewis*>* . . ... ... ... .... 1958 Chief Financial Officer 1997
Chian Khai Tan">> . . . ... ... ... ... 1950 Chief Strategic Officer 2002
Nombulelo Moholi . . . ... ... ...... 1960 Chief Sales and Marketing Officer 1994
Reuben September . . . . ... ... ... .. 1957 Chief Technical Officer 1977

! Biographies set forth under “— Directors and executive officers of Telkom — Directors” beginning on page 132 of this prospectus.
% Thintana Communications representative.
* American.
* Biography set forth under “~ Directors and executive officers of Telkom — Alternate directors” on page 135 of this prospectus.
° Malaysian.
The business address of each of Telkom’s executive officers is Telkom Towers North, 152 Proes Street, Pretoria, South Africa.
Nombulelo Moholi was appointed as chief sales and marketing officer in April 2002. Ms. Moholi joined Telkom in 1994 as
general manager of payphones and became a group executive of regulatory affairs in March 1998 and managing executive of
international and special markets in 1999. Prior to joining Telkom, she worked for GEC and Siemens (South Africa). She is

chairperson of the South African Bureau of Standards and holds a Bachelor of Science degree in Electrical and Electronic
Engineering from the University of Cape Town.

Reuben September was appointed chief technical officer in May 2002. Prior to this appointment, he served as managing
executive of Technology and Network Services since March 1, 2000. He has worked in various engineering and commercial
positions in Telkom since 1977. He is a member of the Professional Institute of Engineers of South Africa (ECSA) and holds
a Bachelor of Science degree in Electrical and Electronic Engineering from the University of Cape Town.

There are no family relationships between any of Telkom’s directors or executive officers.

Vodacom senior management

The following executive officers are responsible for various business and administrative departments:

Year of Year of
Name birth Position employment
Alan Knott-Craig . . . .. ... ........ 1952 Chief Executive Officer of Vodacom 1993
Andrew Mthembu . . . ... ... ... ... 1956 Deputy Chief Executive Officer of 1998

Vodacom and Managing Director of
Vodacom International Holdings (Pty) Ltd

Leon Crouse . . . ... ... ......... 1953 Group Finance Director of Vodacom 1993

Shameel Aziz-Joosub . . . . . ... ... ... 1971 Managing Director of Vodacom Service 1994
Provider Company (Pty) Ltd

Pieter Uys . . . ... ... .. ... ... ... 1962 Managing Director of Vodacom (Pty) Ltd 1993

The business address of each of Vodacom’s executive officers is Vodacom Corporate Park, 082 Vodacom Boulevard, Vodavalley,
Midrand, South Africa.

Alan Knott-Craig has served as a director and chief executive officer of Vodacom since October 1996. Prior to 1996,
Mr. Knott-Craig was the senior general manager of Mobile Communications at Telkom until 1993, when he left to form Vodacom.
Mr Knott-Craig is also a director of the following other companies within the Vodacom Group: Vodacom (Proprietary) Limited,
Vodacom Service Provider Company (Proprietary) Limited and Vodacom International Holdings (Proprietary) Limited.
Mr. Knott-Craig holds a Bachelor of Science degree in Electrical Engineering from the University of Cape Town and a Master of
Business Leadership degree from the University of South Africa. He was inducted as one of the eight Gold Members of the
GSM Association’s 2001 inaugural “Roll of Honour.”

Andrew Mthembu has served as a director since he joined Vodacom in January 1998 and was appointed as the deputy chief
executive officer of Vodacom in November 2001. Mr. Mthembu is also the Managing Director of Vodacom International Holdings
(Proprietary) Limited. Prior to 1998, Mr. Mthembu was managing director at Tolcon, a toll road concession company, from 1995
until December 1997. Mr. Mthembu holds a Bachelor of Science degree in Chemistry and Biology from the University of Botswana
and Swaziland, a Bachelor of Science degree in Civil Engineering from the University of Calgary, Canada and a Masters of Science
degree in Construction Management from the University of Reading, England.
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Leon Crouse has served as a director and group finance director of Vodacom since October 1996. Prior to 1996, Mr. Crouse
served as Vodacom’s general manager of Finance since Vodacom’s inception in 1993. Leon Crouse is also a director of Vodacom
(Proprietary) Limited, Vodacom Service Provider Company (Proprietary) Limited and Vodacom International Holdings (Proprietary)
Limited. Mr. Crouse holds a Bachelor of Commerce degree and a Certificate in the Theory of Accounting from the University of
Port Elizabeth and completed his Chartered Accountant (South Africa) qualification in 1977.

Shameel Aziz-Joosub has served as a director and as the managing director of Vodacom Service Provider Company
(Proprietary) Limited since September 2000. Prior to September 2000, Mr. Joosub worked in Vodacom’s finance department since
1994 and was Managing Director of Vodacom Equipment (Proprietary) Limited before merging it with Vodacom Service Provider
Company (Proprietary) Limited. Shameel Aziz-Joosub also serves as director of Vodacom Group (Proprietary) Limited. Mr. Joosub
holds a Bachelor of Commerce (Honors) degree from the University of South Africa and holds a Masters of Business
Administration degree from the University of Southern Queensland and is an Associated General Accountant (South Africa).

Pieter Uys has served as managing director of Vodacom (Proprietary) Limited since December 1, 2001 and as chief operating
officer of Vodacom (Proprietary) Limited since February 2001. Mr. Uys joined Vodacom as a member of Vodacom’s initial
engineering team in 1993. Mr. Uys holds a Bachelor of Science degree in Engineering and a Masters in Engineering degree from
the University of Stellenbosch and a Master of Business Administration degree from the Stellenbosch Business School.

Reserved matters

Pursuant to Telkom’s new articles of association, for so long as the Government is a significant shareholder, neither Telkom nor
any of its subsidiaries may take a number of corporate actions, or “reserved matters,” in respect of Telkom or its subsidiaries unless
authorized by the board, if, and to the extent that, the matter is not within the scope of the exclusive powers and authority delegated
to the operating committee referred to below. In addition, the authorizing resolution of the board must have received the affirmative
vote of at least two directors appointed by the Government. The following are Government reserved matters:

* the approval or amendment of Telkom’s strategic objectives or those of any subsidiary;

e any determination of or amendment to Telkom’s management structure or schedule of authorizations granted by the board to
management;

e prior to May 8, 2004, any determination by the board of directors with respect to the scope or revocation of the exclusive
powers and authority of the operating committee or the human resources review committee referred to below, and at any
time, the countermanding, amending or supplementing of any decision or action made or taken by the operating committee
or the human resources review committee before May 8, 2004;

* the formation of any committee of, or the delegation of any authority to, such committee, by the board of directors, other
than as expressly set out in the new articles of association;

e an increase or reduction in the issued share capital of Telkom or its subsidiaries;

* any issue, conversion or allotment of shares or securities by Telkom or any subsidiary;

* the approval or making of the dividend policy from time to time and the declaration or distribution of any dividends by
Telkom or by its subsidiaries;

e any material change in Telkom’s business or that of its subsidiaries;

» the incurrence or assumption by Telkom of any indebtedness which would cause the debt/equity ratio of Telkom, or Telkom
Group on a consolidated basis, to exceed 1.00;

e any merger or consolidation involving Telkom or any transfer of any of Telkom’s assets or liabilities or those of its subsidiaries
where the consideration or purchase price, as the case may be, exceeds minimum thresholds;

» the execution, amendment or termination of any contract between Telkom or its subsidiaries and any shareholder who owns
in excess of 10% of the ordinary shares, unless the Government has an interest in the contract in question that conflicts with
the interest of Telkom or the applicable subsidiary;

* the establishment by Telkom of any subsidiary;

* any change to the name under which Telkom or any subsidiary does business;

* any change in Telkom’s financial or tax year;

e any winding-up or liquidation of Telkom or any of its subsidiaries;

e after May 7, 2004 and subject to the audit and risk management committee’s exclusive authority referred to below, the
appointment of Telkom’s auditors insofar as the South African Companies Act, 61 of 1973, requires such appointment to be
made by directors;

* any material alteration of the terms of any employee share ownership scheme approved by a general meeting; and

* any change in the number of directors making up the board.

Pursuant to the new shareholders’ agreement, if the Government agrees to be bound by an undertaking not to directly or
indirectly compete with Telkom’s licensed business activities or those of its subsidiaries or Vodacom and divests itself of all
ownership interests that would constitute a violation of such non-compete undertaking, Thintana Communications and the
Government must give Telkom written notice, in which event the approval and amendment of business plans and annual budgets of
Telkom and its subsidiaries will, pursuant to Telkom’s new articles of association, be included as additional Government reserved
matters.

For so long as Thintana Communications is a significant shareholder, neither Telkom nor any of its subsidiaries may take a
number of corporate actions, or “reserved matters,” unless authorized by the board, if, and to the extent that the matter is not within
the exclusive powers and authority delegated to the operating committee referred to below. In addition, the authorizing resolution of
the board must have received the affirmative vote of a majority of the directors appointed by Thintana Communications. These
reserved matters include the Government reserved matters referred to above as well as the following:
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* the approval or amendment of any business plan or any annual budget of Telkom or any subsidiary;

* the appointment, dismissal and replacement of members of management provided to Telkom by, or with Telkom’s consent,
on behalf of, Thintana Communications, which is in breach of or otherwise than in accordance with the requirements of the
strategic services agreement referred to under “Relationship with Major Shareholders and Related Transactions — Shareholder
arrangements— Strategic services agreement” beginning on page 148 of this prospectus;

e establishing any new or materially amending any existing employee compensation policies or plans;

* the approval of Telkom’s annual financial statements and those of its subsidiaries;

e any material change in the accounting policies of Telkom or any subsidiary, other than a change that brings Telkom’s
accounting policies into conformity with IAS or Telkom’s licenses;

 the granting by Telkom or any of its subsidiaries of any guarantee or encumbrance not authorized in an annual budget which
exceed minimum thresholds;

* the entering into by Telkom or any subsidiary of any single transaction or series of transactions that requires a payment in
excess of minimum thresholds unless Thintana Communications has a material interest in the transaction which conflicts with
Telkom’s or any subsidiary’s interest;

* any transfer of, amendment to, or termination of, any telecommunications or broadcasting license held by Telkom or by its
subsidiaries;

e the commencement or settlement by Telkom or its subsidiaries of material litigation, unless Thintana Communications is a
party to, and has a conflicting interest in, such litigation;

* Telkom or any subsidiary entering into an agreement that restricts their business;

* any change in the financial or tax year of any subsidiary;

 the incurrence or assumption by any subsidiary of any indebtedness that would cause the debt/equity ratio of that subsidiary
to exceed 1.00;

* the commencement of any new business by Telkom or any of its subsidiaries; and

* the establishment by Telkom or any subsidiary of Telkom of any subsidiary or any joint venture, partnership or similar
arrangement.

If, and to the extent that, any of the actions which are reserved matters are within the exclusive powers and authority granted to
the operating committee, such action may only be taken if authorized by the operating committee and the authorizing resolution
receives the affirmative vote of at least one operating committee member appointed by each of the Government and Thintana
Communications, for so long as they are significant shareholders.

Telkom’s new articles of association provide that the articles relating to these reserved matters will fall away at the end of eight
years from the JSE listing date.

Thintana Communications may transfer the class B ordinary share and its ordinary shares, subject to certain restrictions. See
“Relationship with Major Shareholders and Related Transactions — Shareholder arrangements — New Shareholders’ agreement”
beginning on Page 145 of this prospectus. If it transfers the class B ordinary share and sufficient ordinary shares to constitute the
transferee a significant shareholder, the transferee will acquire the rights Thintana Communications enjoyed in respect of the
reserved matters referred to above. If there is a subsequent transfer of the class B ordinary share and sufficient ordinary shares to
constitute the second transferee a significant shareholder, certain of these reserved matters will fall away. In any event, all the
reserved matters will fall away on the eighth anniversary of the JSE listing date.

Board committees

The board has, pursuant to Telkom’s existing articles of association, established a number of standing committees that operate
within written guidelines established by the board. The following is a discussion of Telkom’s board committees that will come into
effect pursuant to Telkom’s new articles of association, which will replace Telkom’s existing articles of association as of the JSE
listing date.

Operating committee

Telkom’s new articles of association provide that Telkom shall have an operating committee until May 7, 2004. After May 7,
2004 the operating committee shall cease to exist and all of its powers and authorities shall revert to the board.
The term of the operating committee may be extended or the operating committee may be re-established if authorized by the
board as a reserved matter. See “— Reserved matters” beginning on page 137 of this prospectus.

The operating committee shall consist of five voting members and four non-voting members. Each of the Government and
Thintana Communications has the right, for so long as it is a significant shareholder, to appoint two voting and two non-voting
members and the fifth voting member is the chief executive officer. If either the Government or Thintana Communications ceases to
be a significant shareholder, the board is entitled to make the appointments to the operating committee that were previously made
by that significant shareholder.

Certain exclusive powers and authorities are conferred upon the operating committee, provided that these powers are revocable
in whole or in part by the board, as a reserved matter, at any time until May 7, 2004, when the operating committee is scheduled to
terminate, and any decisions or action made or taken by the operating committee pursuant to its executive powers and authorities
described below may also be revoked, amended or supplemented by the board as a reserved matter. See “— Reserved matters”
beginning on page 137 of this prospectus. The operating committee’s exclusive powers and authorities include, among other things,
the following:

* the preparation, review and recommendation to the board of Telkom’s business plans and annual budgets and those of

Telkom’s subsidiaries;
* the implementation of any business plan or annual budget;
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» the implementation of all issues and matters relating to the achievement of Telkom’s obligations under its licenses, including
network expansion, equipment procurement, tariff setting, customer service and marketing; and
* the implementation of Telkom’s management structure.

No action may be taken at any meeting of the operating committee, other than a decision to dissolve or adjourn the meeting,
unless the chief executive officer and at least one voting member of the operating committee appointed by each of the Government
and Thintana Communications is present.

Actions of the operating committee must be approved by a majority vote of its members. In the event of a tie, a voting member
appointed by the Government shall have a casting vote.

The following are the voting members of the operating committee as of the date of this prospectus:
e Mr. Sizwe Nxasana, chairman;

*  Mr. Shawn McKenzie;

* Mr. Reuben September;

* Mr. Anthony Lewis; and

*  Ms. Nombulelo Moholi.

As of the date of this prospectus, the following are the non-voting members of the operating committee:
e Mr. Chian Khai Tan; and
e Mr. Kaushik Patel.

If at any time the class B ordinary share ceases to exist, the provisions of Telkom’s new articles of association relating to the
operating committee will cease to be of any further force or effect. The class B ordinary share will be converted into an ordinary
share at the end of eight years from the JSE listing date or, if at any time before that, the holder of the class B share ceases to hold
at least 5% of Telkom’s issued shares. See “Description of Shares — Significant shareholder” on page 154 of this prospectus.

No current member of the operating committee receives, nor will any member of such committee receive, after the JSE listing
date, any remuneration for his or her services as an operating comittee member.

Audit and risk management committee
Telkom’s new articles of association provide that Telkom shall have an audit and risk management committee comprising at
least three non-executive directors, which will replace Telkom’s existing audit committee. No member of the audit and risk
management committee may, other than in his or her capacity as a member of that committee, the board or any other committee of
the board, accept any consulting, advisory or other compensatory fee from Telkom or any subsidiary of Telkom or be an affiliated
person of Telkom, any subsidiary or any vendor of Telkom. Affiliated persons include, among others, any person owning or
controlling 5% or more of the issued and outstanding voting securities of Telkom and any officer, partner, co-partner or employee of
Telkom. The responsibilities of the audit and risk management committee include, among other things, the following:
* having the exclusive authority to appoint or, insofar as that is not permitted by the South African Companies Act, 61 of 1973,
recommend for appointment, Telkom’s auditors, determine their compensation and oversee their work;
* resolving disagreements between Telkom’s management and its auditors in regard to financial reporting;
» establishing procedures for the treatment of complaints regarding accounting or auditing matters and for the confidential
anonymous submission by employees of concerns regarding questionable accounting or auditing matters;
* having the authority to engage independent counsel and other advisors, as determined necessary to carry out its duties;
* having the authority to make determinations with respect to payment of remuneration and other compensation to Telkom’s
auditors for the purpose of rendering or issuing an audit report and to any advisors employed by the committee;
* conducting internal audits;
e reviewing the draft interim and final accounts;
* reviewing and recommending changes to Telkom’s statutory audit;
* monitoring Telkom’s internal accounting and auditing systems;
* conducting a corporate governance audit; and
* reviewing and monitoring Telkom’s risk management performance and providing a high level risk assessment for the board
on an on-going basis.

The following are the members of Telkom’s existing audit committee as of the date of this prospectus:
e Mr. Peter Moyo, chairman;

*  Mr. Anthony Lewis; and

*  Mr. Viren Magan.

Telkom may be required to alter the composition of its audit and risk management committee in order to comply with the
Sarbanes-Oxley Act of 2002 depending on the outcome of final rule making in this area. See “— US Sarbanes-Oxley Act of 2002”
on page 144 of this prospectus. In addition, pursuant to Telkom’s new articles of association, Messrs Anthony Lewis and Viren
Magan will be required to be removed from the audit and risk management committee as of the JSE listing date.

Human resources review committee

Telkom’s new articles of association state that the board shall establish and maintain until May 7, 2004, or a later date
determined by the board as a reserved matter, a human resources review committee comprising at least seven members, including at
least three non-executive directors. Two members of the committee will be appointed by Thintana Communications.

The human resources review committee’s exclusive powers and authorities include, among other things, the following:
* recommending to the board, policy guidelines on human resource development; and
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* recommending to the board of directors, guidelines for affirmative action and empowerment programs and monitoring
compliance with those guidelines.

No action may be taken at a meeting of the human resources review committee, other than a decision to dissolve or adjourn the
meeting, unless a member of that committee appointed by Thintana Communications is present. Actions of the human resources
review committee must be approved by a majority vote of its members. In the event of a tie, the chairperson of the human resources
review committee shall have a casting vote.

As of the date of this prospectus, the human resources review committee and the remuneration committee are one combined
committee. The following are the members of Telkom’s existing human resources review and remuneration committee as of the date
of this prospectus:

* Ms. Nomazizi Mtshotshisa;

e Mr. Sizwe Nxasana;

e Mr. Shawn McKenzie;

e Ms. Wendy Luhabe;

e Tan Sri Dato’ Ir Md Radzi Mansor;
e Dr. Diliza Mji; and

e Mr. Tlhalefang Sekano.

A chairperson has not been appointed to the human resources review committee.

Remuneration committee

Under Telkom’s new articles of association, the board will establish a separate remuneration committee after the JSE listing
date. Telkom’s remuneration committee must be chaired by the chairperson of the board and must include at least one member
appointed by Thintana Communications. The committee will review the terms upon which Telkom’s executive directors and senior
managers are employed and compensated and upon which Telkom’s non-executive directors and directors appointed by a general
meeting are compensated and will make recommendations to the board with respect to such matters.

Other committees

Telkom’s new articles of association provide that the board may in its discretion establish other committees at any time. For so
long as the Government and Thintana Communications are significant shareholders, they are entitled to appoint at least one
representative each to serve as a full voting member of such committee.

Compensation of directors and executive officers

The following table sets forth in Rands, the cash and non-cash compensation, paid by Telkom to its executive and non-executive
directors in the year ended March 31, 2002:

Bonuses/
Board performance
Directors Basic committee related Pension fund Other
Name and position fees salary fees payments contributions benefits Total
Executive director
Sizwe Nxasana
(Chief Executive Officer) - 1,219,441 - 447,000 156,000 536,000 2,358,441
Non-executive directors
Dikgang Moseneke' - - - - - 70,000 70,000
Eric Molobi (Chairman)? 8,596 - 9,260 - - 130,000 147,856
Wendy Luhabe 43,560 - 9,130 - - - 52,690
Wendy Lucas-Bull® 43,560 - 12,760 - - - 56,320
Richard Menell 43,560 - 4,000 - - - 47,560
Colin Smith 43,560 - 7,000 - - - 50,560
Tlhalefang Sekano 23,232 - 1,000 - - - 24,232
Charles Valkin 43,560 - 8,170 - - - 51,730
Peter Moyo 32,312 - 3,000 - - - 35,312
Diliza Mji 43,560 - 8,630 - - - 52,190
Tan Sri Dato’Ir Muhammad
Radzi Mansor 43,560 22,780 66,340
Sindy Zilwa® 7,718 - 5,540 - - - 13,258

! Mr. Moseneke resigned from the board in July 2001.

% Mr. Molobi resigned from the board in July 2002.

* Ms. Lucas-Bull resigned from the board in September 2002.
* Ms. Zilwa resigned from the board in August 2001.

In addition, in the year ended March 31, 2002, Telkom paid SBC Communications R7,022,600 in respect of services rendered
by Thomas Barry, Telkom’s former chief operating officer and one of its former executive directors, R7,022,600 in respect
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of services rendered by Anthony Lewis, Telkom’s chief financial officer and one of its alternate directors and paid R3,905,270

in respect of services rendered by Martin Kerckoff, a former alternate director and group executive. Telkom paid Telekom Malaysia
R3,601,700 in respect of services rendered by Mr. Shanmugam Manickham, Telkom’s former chief strategic officer, and
R3,601,680, in respect of the services rendered by Mr. Joe Rajaratnam, a former alternate director and group executive.

In the year ended March 31, 2002, the aggregate consolidated compensation of Telkom’s directors and executive officers, paid or
accrued, was R28 million.

In the year ended March 31, 2002, we set aside or accrued R759 million to provide pension, retirement or similar benefits for all
employees.

There will be no variation of the compensation received at the date of this prospectus by any of Telkom’s directors as a
consequence of the global offering and the listing.

Remuneration of non-executive directors

Fees for Telkom’s non-executive directors are determined by the board of directors with regard to market practice, within the
restrictions contained in Telkom’s articles of association. They receive no other pay or benefits, with the exception of
reimbursement of expenses incurred in connection with their directorship of Telkom and do not participate in the share schemes,
bonus schemes or incentive plans outlined in this prospectus and are not eligible for pension scheme membership.

Directors’ interest in shares

As of the date of this prospectus, none of Telkom’s directors had any beneficial or non-beneficial interest in any of Telkom’s
shares except as stated under “Relationship with Major Shareholders and Related Transactions — Other related transactions” on
page 151 of this prospectus. Some of Telkom’s directors may, however, acquire shares through the global offering.

Loans to directors and executive officers

Telkom has not made any loans to any of its directors or executive officers referred to in this prospectus.

Directors and executive officers’ service agreements

Telkom has concluded service agreements with Sizwe Nxasana, Nombulelo Moholi and Reuben September. Shawn McKenzie,
Anthony Lewis and Chian Khai Tan are seconded to Telkom pursuant to the strategic services agreement referred to in
“Relationship with Major Shareholders and Related Transactions — Shareholder arrangements — Strategic services agreement”
beginning on page 148 of this prospectus.The service agreement for Mr. Nxasana has a three year term and is subject to termination
by either party giving six months notice. The service contracts for Ms. Moholi and Mr. September are of indefinite duration, but are
subject to termination by either party giving three months notice. Each of Ms. Moholi and Mr. September has entered into a
retention agreement and a restraint, or non-compete, agreement. Certain amounts are payable to them pursuant to their retention
agreements, which amounts are repayable or forfeited if he or she resigns from Telkom prior to March 31, 2005.

Employee compensation arrangements

As of March 31, 2002, Telkom had not granted any options to acquire ordinary shares to any of its directors or executive
officers. However, Telkom, the Government of the Republic of South Africa and Thintana Communications view employee
incentive plans as important to attract, motivate and retain talented employees. Accordingly, they intend to work together to adopt
employee incentive plans for Telkom’s management and employees.

Telkom has a phantom scheme that is currently being phased out. The phantom scheme is an employee scheme pursuant to
which Telkom’s employees were paid bonuses calculated by reference to Telkom’s estimated ordinary share price. The phantom
scheme does not provide employees with a mechanism to acquire ordinary shares. Telkom has not awarded rights under the
phantom scheme since July 1, 2002, and does not intend to award any further rights under this scheme.

Other employee share ownership arrangements

In connection with the global offering, the Government intends to grant share options to purchase up to 11,140,636 of its
ordinary shares, representing 2% of Telkom’s issued and outstanding ordinary share capital, through the Diabo Share Trust,
established for the benefit of:

* current employees, who are persons employed by Telkom at 9:00 a.m. (S.A. time) on the JSE listing date; and

» former employees, who are not current employees, but who were employed by Telkom on or after October 1, 1999 up to
8:59 a.m. (S.A. time) on the JSE listing date, including deceased estates of such employees. Employees who resigned voluntarily
or were dismissed on grounds of misconduct, fraud or any other grounds justifying summary dismissal at common law before
8:59 a.m. (S.A. time) on the JSE listing date are excluded from participation in this scheme.
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These options will entitle current and former employees to acquire ordinary shares from the Government at R33.81 per share,
which is the price at which Thintana Communications invested in Telkom in 1997, plus any stamp duty, brokerage and related costs
payable on the transfer of these ordinary shares. Accordingly, these ordinary shares may be acquired at a discount to the initial
public offering price. These shares will be delivered over a period of three years in four equal tranches. Current employees and
former employees may also elect to have some or all of these shares disposed of for their benefit. An employee does not need to
remain employed with Telkom after 9:00 a.m. (S.A. time) on the JSE listing date in order to continue participating in the scheme
and persons who are employed by Telkom after 9:00 am (SA. time) on the JSE listing date will not otherwise have the right to
participate in the scheme.

Corporate governance statement

Telkom, its board of directors, board committees and senior management are committed to ensure that the affairs of Telkom are
conducted with integrity and in accordance with the South African King Code of Corporate Practices and Conduct, 2002, or
King Code II, which constitutes a code on ethics and business conduct. Telkom’s audit and risk management committee monitors
Telkom’s compliance with the King Code II.

Telkom has implemented a code of ethics that promotes high standards of integrity, behavior and ethics in dealing with all of its
stakeholders, including its directors, managers, employees, customers, suppliers, investors, shareholders and society at large.
Pursuant to this code of ethics, Telkom’s directors and employees are expected to carry on their business through fair commercial
competitive practices. Telkom has also developed an employment equity policy that has been approved by its board of directors and
has been distributed to its employees. The aim of this policy is to implement an employment equity program that promotes moral
decency, sound business practices and principles of economic common sense. The main objectives of this policy are to:

e create an environment in which the best-qualified person can be employed for the job regardless of gender, religion,
color or race;

e create within Telkom a balanced profile of employees that reflects the composition of South African society at large;
* correct racial and social imbalances of the past; and

» provide for Telkom’s current and future requirements for skilled staff.

Telkom’s shareholding and governance structure reflect its position as a partly privatized national provider of public switched
telecommunications services, with the Government of the Republic of South Africa and Thintana Communications as shareholders,
in which substantial managerial, technical and business input are required from Telkom’s two strategic equity investors. This
shareholding and governance structure has impacted Telkom’s ability to comply in full with all the principles of the King Code II.

Telkom’s level of compliance with the specific matters with which the JSE believes is good practice for listed companies to
comply is as follows:

e Telkom’s board of directors currently comprises three executive and eleven non-executive directors. As of the JSE listing
date, the board of directors will be reconstituted so as to comprise eleven directors. A majority of Telkom’s non-executive
directors are independent of management and free from any business or other relationships that could materially interfere
with the exercise of an independent judgment. In addition, both the non-executive directors and executive directors have a
wide range of skills and commercial experience that enable them to bring independent judgment to bear on issues of strategy,
performance, resources and standards of conduct to deliberations and decisions of the board. As such, their views carry
significant weight in all such deliberations and decisions.

* The procedures relating to the appointment of Telkom’s directors are set out in its articles of association and in its new
shareholders’ agreement. Pursuant to these procedures, some of the directors of Telkom are appointed by the Government
and others by Thintana Communications rather than by Telkom’s board of directors or shareholders as a whole.

* Pursuant to Telkom’s new articles of association, Telkom’s board of directors is required to meet regularly, at least once every
two months, or as often as circumstances necessitate. Even though the board does not have a formal schedule of matters
specifically reserved to it for decision, Telkom’s memorandum and articles of association do set out the matters that require
the approval of the Government and Thintana Communications and thus, by extension, the matters that are the board’s
responsibility. Telkom’s board of directors does record its conclusions in discharging its duties and responsibilities by
minuting all procedures at every board meeting.

e All of Telkom’s directors have access to the services of the company secretary, who is responsible for ensuring that all board
and board committee procedures are followed. All directors are entitled to seek independent professional advice about
the affairs of the Telkom Group at Telkom’s cost.

e In order to prepare a new director for his or her role, and as and when required by any serving director at any time after his
appointment, Telkom has established an induction program to familiarize a participating director with information about the
business, competitive posture, strategic plans and objectives of Telkom and on new laws and regulations and changing
commercial risks. This induction program is performed by Telkom’s chairperson and chief executive officer.

e As set out in “— Board committees” beginning on page 138 of this prospectus, Telkom’s board of directors has delegated
certain of its functions to a number of standing committees of the board. All of these board committees operate within
specifically prescribed terms of reference and levels and areas of authorization formally set out in Telkom’s articles of
association.
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Pursuant to Telkom’s new articles of association, significant managerial and other control over Telkom will, until May 7,
2004, vest in the operating committee and not in Telkom’s board of directors.

Telkom has separate offices for its chairman and chief executive officer. However, Telkom’s new articles of association
provide that, if so determined by the unanimous approval of the Government and Thintana Communications, for so long as
they remain significant shareholders, the same person may serve as both the chairman and the chief executive officer for a
period not exceeding 12 months.

Telkom is and remains ready, when practicable and legal, to enter into dialogue with shareholders and make such information
publicly available to all shareholders. In addition, Telkom will encourage institutional and other shareholders to give due
weight and consideration to all relevant factors drawn to their attention and to eliminate unnecessary variations in criteria that
apply to the corporate governance arrangements and measurements of performance of the various companies in which they
invest.

Telkom’s board of directors, through the audit and risk management committee, annually conducts a review of the
effectiveness of its system of internal controls and reports to shareholders the results of such review. The board also believes
that this system of internal controls provides reasonable assurance that Telkom’s assets are safeguarded, Telkom’s
transactions are authorized and recorded properly and that material errors and irregularities are either detected or prevented in
a timely manner.

Telkom’s board of directors, through the audit and risk management committee, is responsible for the total risk management
process within the Telkom Group. Management is accountable to the board and has established a system of internal controls
to manage significant risks, encompassing all significant business risks, including operational risk.

Telkom’s management is required to provide the board with appropriate and timely information about the business,
operations and general affairs of the Telkom Group. In addition, Telkom’s directors are encouraged to make further enquiries
where necessary should the information volunteered by its management not be enough in all circumstances. The chairperson
ensures that Telkom’s board members are all properly briefed on issues arising at board meetings, using external advisors
where necessary.

Telkom’s directors have unrestricted and unhindered access to all information, records, documents and property and the
board receives information that goes beyond assessing Telkom’s quantitative performance.

Telkom believes that the levels and make-up of the remuneration packages offered to the directors of Telkom, especially

the executive directors, are sufficient to attract and retain the directors needed to run Telkom’s business successfully. In order
to avoid paying more than is necessary and in order to ensure that Telkom offers competitive packages, Telkom constantly
benchmarks to an international peer group. Based on information received from such benchmarking process, Telkom
approaches its shareholders to ask for increases where necessary.

In determining specific remuneration packages for each of our executive directors, the standing remuneration committee of
the Telkom board of directors consults with the chairperson and chief executive officer and is sensitive to the pay and
employment conditions elsewhere in the Telkom Group when determining annual salary increases for directors. In doing so,
performance related elements of the remuneration constitute a large proportion of the total remuneration package of
executive directors and are specifically designed to align their interests with those of shareholders and to give such executive
directors incentives to perform at the highest levels.

Should any of Telkom’s executive director’s service be terminated early, the remuneration committee will tailor its approach
in respect of compensation commitments to the circumstances of the case with the broad aim of avoiding rewarding poor
performance, while dealing fairly with cases where departure is not due to poor performance.

No director is involved in deciding his or her own remuneration. In addition, Telkom has adopted a formal and transparent
procedure for developing a policy on executive directors’ remuneration.

Telkom’s board of directors explains its responsibility for preparing Telkom’s accounts and requires Telkom’s external
auditors to state specifically their reporting responsibilities. In this regard it is the board’s responsibility to present a balanced
and understandable assessment of both interim and year-end financial information as well as other price sensitive public
reports, including any reports to ICASA and other information that Telkom is statutorily obliged to disclose.

Telkom’s directors report on the business as a going concern with supporting assumptions and qualifications as and when
necessary at the time of Telkom’s interim and year-end financial statements and have established a formal and transparent
arrangement for considering how to apply the financial reporting and internal control principles.

Telkom intends to establish guidelines in relation to a restricted period in dealings in its securities by its directors, officers
and other employees preceding the announcement of financial results or any other price sensitive information. Telkom also
has regard to all appropriate insider trading and other legislation and regulations that may have a bearing on such dealings in
securities from time to time. Telkom’s company secretary will keep a record of all dealings in securities by its directors,
officers and other employees.
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Director and executive officer additional information

None of Telkom’s directors or executive officers referred to above:
* has been declared bankrupt or has entered into an individual voluntary arrangement to surrender his or her estate;

e was a director with an executive function of any company at the time of, or within 12 months preceding, any receivership,
compulsory liquidation, creditors’ voluntary liquidation, administration, company voluntary arrangement or any composition
or arrangement with that company’s creditors generally or with any class of its creditors;

* has been a partner in a partnership at a time of, or within 12 months preceding, any compulsory liquidation, administration
or partnership voluntary arrangement of such partnership;

* has been a partner in a partnership at the time of, or within 12 months preceding, a receivership of any assets of such
partnership;

* has had any of his or her assets subject to receivership;

* has been publicly criticized by any statutory or regulatory authorities, including recognized professional bodies or been
disqualified by a court from acting as a director of a company or from acting in the management or conduct of the affairs
of any company; or

* has been convicted of any offense involving dishonesty.

US Sarbanes-Oxley Act of 2002

The United States Public Company Accounting Reform and Investor Protection Act of 2002, also known as the Sarbanes-Oxley
Act of 2002, was enacted on July 30, 2002 and contains significant new rules on corporate governance for United States and foreign
companies reporting in the United States, especially in the area of audit committee composition and authority. Telkom will
be subject to the Sarbanes-Oxley Act following this global offering. Many of the provisions of the Sarbanes-Oxley Act
are subject to SEC rulemaking and will become effective in the course of this year.

In particular, the Sarbanes-Oxley Act calls for audit committees of US reporting companies, such as Telkom, to be composed
entirely of independent board members and to be exclusively responsible for the engagement and removal of and oversight
over a company’s external auditors. The Sarbanes-Oxley Act will also require issuers such as Telkom to disclose whether
there is at least one member of the audit committee that would qualify as a “financial expert”.

The SEC has not issued final rulemaking with respect to which directors would constitute “independent” directors and “financial
experts” within the meaning of the Sarbanes-Oxley Act. As a result, Telkom may be required to alter the composition of its board of
directors and audit and risk management committee in order to comply with the Sarbanes-Oxley Act depending on the outcome of
final SEC rulemaking in this area. On January 8, 2003, the SEC released proposed rules addressing standards relating to listed
companies’ audit committees.

The Sarbanes-Oxley Act also provides that companies, such as Telkom, must disclose whether they have adopted a code of
ethics and business conduct and, if not, why. US reporting companies, such as Telkom, will also be required to publicly disclose
any waiver from the provisions of such code. This provision will take effect as from January 26, 2003. As set out in this section, we
already have a code of ethics and business in accordance with which Telkom, its board of directors, board committees and
employees conduct its affairs. We will publicly be disclosing waivers granted in relation to such code.

Telkom is closely monitoring SEC rulemaking proceedings pursuant to the Sarbanes-Oxley Act to ensure its compliance with
any rules as they become applicable to Telkom as a foreign private issuer.

144



RELATIONSHIP WITH MAJOR SHAREHOLDERS
AND RELATED TRANSACTIONS

Telkom and its predecessors have been responsible for the exclusive provision of public switched telecommunication services in the
Republic of South Africa from 1910 through May 2002. Prior to 1991, Telkom’s business was conducted as a division of the
Department of Posts and Telecommunications of the Government of the Republic of South Africa. On September 30, 1991, the
Government embarked upon a commercialization process through which the Department of Posts and Telecommunications transferred
its telecommunications enterprise to Telkom. Telkom remained a wholly state-owned entity until May 14, 1997, when the Government
of the Republic of South Africa sold a 30% equity stake in Telkom to Thintana Communications, which is 60% beneficially owned by
SBC Communications and 40% by Telekom Malaysia, Telkom’s two strategic equity investors. In March 2001, the Government sold a
3% equity stake in Telkom from its holdings to Ucingo Investments, a consortium of black empowerment investors. Immediately prior
to the global offering, Telkom will have only three shareholders. The Government owns 67% of Telkom’s issued and outstanding
ordinary shares, Thintana Communications owns 30% of Telkom’s issued and outstanding ordinary shares and Ucingo Investments
owns 3% of Telkom’s issued and outstanding ordinary shares. In addition, in connection with the global offering, the Government
intends to grant to current and former employees of Telkom, options to purchase, through the Diabo Share Trust established for that
purpose, up to 11,140,636 of its ordinary shares, representing 2% of Telkom’s issued and outstanding ordinary share capital.

The following table shows how many of Telkom’s ordinary shares the Government, Thintana Communications and Ucingo
Investments currently own and how many ordinary shares they will own after the global offering is completed assuming a global
offering size of 139,257,954 ordinary shares and the exercise of an over-allotment option of 20,888,693 ordinary shares:

Shares beneficially owned prior Shares to be sold Shares beneficially owned
to the global offering in the global offering after the global offering

Number ) Number % Number %

Government of the Republic of
South Africa . . .. ... ... 373,211,318 67.0 160,146,647 28.7 213,064,670 38.3
Thintana Communications . . 167,109,546 30.0 - - 167,109,545 30.0
Ucingo Investments . . . . . . 16,710,955 3.0 - - 16,710,955 3.0
Total .. ........... 557,031,819 100.0 160,146,647 28.7 396,885,170 71.3

' Excludes the one class A ordinary share to be created upon the conversion of one existing ordinary share on the JSE listing date.

2 Excludes the one class B ordinary share to be created upon the conversion of one existing ordinary share on the JSE listing date.

Except as stated under “— Other related transactions” on page 151 of this prospectus, none of Telkom’s directors or officers is the
beneficial owner of any of Telkom’s ordinary share capital. Except as disclosed above, Telkom is not directly or indirectly owned or
controlled by any other corporation, foreign government or any other natural or legal person severally or jointly and Telkom is not
aware of any arrangements, the operation of which may at a subsequent date result in a change of control of Telkom.

The Government and Ucingo Investments are currently in discussions which may or may not lead to a lock-up agreement with
Ucingo Investments or a possible repurchase by the Government of Ucingo Investments’ 3% stake in Telkom at the time of the
global offering. If this repurchase takes place, the Government may, in its sole discretion, increase the expected size of the global
offering by up to 3% of Telkom’s issued ordinary share capital and use the net proceeds from the sale of these shares to fund the
repurchase of the Ucingo Investments’ stake. The Government will own approximately 45% of Telkom’s issued and outstanding
ordinary share capital, or approximately 41% if the underwriters exercise their over-allotment option in full, following the
completion of the global offering if the Ucingo Investments repurchase occurs and the Government does not increase the size of the
global offering.

Shareholder arrangements

Current shareholders’ agreement

Telkom is currently a party to a shareholders’ agreement with the Government, represented by the then Minister of Posts,
Telecommunications and Broadcasting, and Thintana Communications, dated May 14, 1997. The current shareholders’ agreement
governs many aspects of the operations, governance and management of Telkom. However, the Government, represented by the
Minister of Communications, and Thintana Communications have entered into a new shareholders’ agreement relating to Telkom
that will become effective as of the date of listing of the ordinary shares on the JSE and New York Stock Exchange, at which time
the current shareholders’ agreement will be terminated.

New shareholders’ agreement

The Government, represented by the Minister of Communications, and Thintana Communications have entered into a new
shareholders’ agreement to become effective, subject to certain conditions precedent, as of the date of the listing of the ordinary
shares on the JSE and New York Stock Exchange. The new shareholders’ agreement will replace Telkom’s current shareholders’
agreement. Telkom is not a party to the new shareholders’ agreement.
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Pursuant to the new shareholders’ agreement and Telkom’s new articles of association, the Government and Thintana
Communications have certain special rights as “significant shareholders.” The rights of the Government and Thintana
Communications as significant shareholders pursuant to the new articles of association will terminate on the conversion of the class A
ordinary share and class B ordinary share into ordinary shares, which conversion will automatically occur, if it has not already
occurred in accordance with Telkom’s new articles of association, on the eighth anniversary of the JSE listing date.

See “Description of Shares — Significant shareholder” on page 154 of this prospectus. However, if the Government and Thintana
Communications have not otherwise ceased to be significant shareholders prior to the eighth anniversary of the JSE listing date, the
Government and Thintana Communications will continue, after that date and as between themselves only, to have rights as
significant shareholders pursuant to the new shareholders’ agreement for so long as they own at least 15% of Telkom’s issued
ordinary shares, which percentage will be adjusted from time to time to reflect the dilutive effect of any issuance of new ordinary
shares by Telkom, provided that the percentage will not be lower than 10%,

Under the new shareholders’ agreement, the Government and Thintana Communications have agreed to exercise their respective

voting and other rights, as shareholders in Telkom, to ensure, among other things, that, to the extent legally possible:

e Telkom and its subsidiaries operate in accordance with the provisions of the new shareholders’ agreement, memorandum and
articles of association, business plan, annual budget and the strategic services agreement;

e Telkom complies with its obligations under its licenses;

e Telkom complies with the provisions of its articles of association regarding the appointment or removal of persons duly
nominated to or removed from the human resources review committee, the establishment and operation of the audit and risk
management committee and the right of Thintana Communications to perform a financial and/or operations audit and risk
management of Telkom and its subsidiaries;

e Telkom procures that the powers granted to the operating committee by the new articles of association are not withdrawn or
modified in any way except as provided in the articles;

e Telkom complies with the provisions of the new strategic services agreement;

e for so long as Thintana Communications is a significant shareholder, Telkom does not issue, and the Government does not,
without prior written consent of Thintana Communications, transfer any ordinary shares to, or encumber any ordinary shares
in favor of, any transferee whose business involves the provision of telecommunications services and whose annual revenues
exceeds $100 million, except in a distribution on any securities exchange where neither the seller nor any person acting on its
behalf is aware that the relevant transaction has been pre-arranged with a buyer that is a telecommunications provider;

» Telkom pursues strategic objectives to operate in a commercial manner designed to maximize Telkom’s value and to achieve
the highest levels of efficiency, productivity and profitability, to make Telkom a world class telecommunications operator
responsive to the needs of the customer, to satisfy economically viable demands for basic telephony needs in South Africa
and to increase coverage of priority customers, such as educational and medical facilities, community centers and
governmental agencies, through an accelerated network roll-out program, to enable genuine economic empowerment of
South African disadvantaged groups, to transform Telkom into a company representative of South African demographics, to
create training and skills-development opportunities in the telecommunications sector, to create economic growth and
employment opportunities through the creation of an “information society” and to ensure that these strategic objectives are
incorporated into Telkom’s business plan;

e Telkom first prepays its borrowings from or guaranteed by the Government before prepaying its other medium or long-term
indebtedness where, after consultation, the Government and Thintana Communications agree that it would be preferable for
Telkom to do so;

e Telkom has, in addition to any other independent auditors otherwise required, at least two joint firms of independent auditors,
one nominated by the Government and the other by Thintana Communications with the prior approval of the other party; and

e Telkom distributes by way of dividend the maximum amount of profits commercially and prudently available for such
distribution in each financial year in accordance with Telkom’s new articles of association.

In addition, the Government and Thintana Communications have agreed that, for so long as both of them are significant
shareholders, they will meet prior to any general meetings of ordinary shareholders and attempt to reach consensus on how to
vote their shares in respect of every item that is on the agenda for the relevant meeting. If they do reach consensus, each of the
Government and Thintana Communications have undertaken to vote all of their respective ordinary shares in accordance with such
agreement. If, after implementation of an escalation procedure, they fail to reach consensus, each of the Government and Thintana
Communications is free to vote its ordinary shares as it deems fit, unless the relevant matter is a shareholder reserved matter.
Shareholder reserved matters include:

* the approval of special resolutions;

e the amendment of Telkom’s memorandum or articles of association and any change to the name under which Telkom does business;

e any change in Telkom’s share capital or capital structure, other than any issue, allotment, consolidation, division or buy-back,

the authority for which has been delegated to the board of directors by a resolution of a general meeting;

* the adoption of, or material amendment to, any employee share ownership plan;

e any change of Telkom’s joint auditors after May 7, 2004;

* Telkom’s winding-up or liquidation;

 the approval of Telkom’s annual financial statements; and

* any significant acquisition, merger or material transaction.
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If the relevant matter on which consensus is not reached is a shareholder reserved matter and Thintana Communications wishes
to vote against the matter at a general meeting, the new shareholders’ agreement allows Thintana Communications, for so long as it
is a significant shareholder, to require the Government to vote against the relevant shareholder reserved matter as well. The new
shareholders’ agreement also allows the Government, for so long as it is a significant shareholder, the right to require Thintana
Communications to vote against the relevant shareholder reserved matter if the Government wishes to vote against it, but only if the
Government agrees in writing to be bound to the non-competition provisions of the new shareholders’ agreement and at the same
time divests itself of all ownership interests in Telkom‘s competitors, competitors of any of Telkom’s subsidiaries and Vodacom’s
competitors that would violate such non-competition provisions.

If the Government does not agree or is otherwise unable to so bind itself to the non-competition provisions or does not so divest
competing ownership interests, the Government must abstain from voting its ordinary shares on the reserved matter at the relevant
general meeting, may not be present at the relevant general meeting for the consideration of that matter and Thintana
Communications may vote only that number of its ordinary shares that represents the percentage that the total number of ordinary
shares held by shareholders, other than the Government and Thintana Communications, bears to the total number of ordinary shares
held by shareholders, other than Thintana Communications. Currently, the Government is not bound by such non-competition
provisions, but Thintana Communications is.

The new shareholders’ agreement provides that the Government and Thintana Communications shall exercise their respective
voting and other rights, as shareholders in Telkom, to ensure that, to the extent legally possible, Telkom’s board of directors consists
of a maximum of 11 directors. To the extent that the Government holds more ordinary shares in Telkom than Thintana
Communications, the Government and Thintana Communications shall use their best endeavors to procure that the chairperson of
Telkom’s board of directors shall be a candidate nominated by the Government from among the non-executive directors and, to the
extent that the Government holds fewer ordinary shares than Thintana Communications, the chairperson of Telkom’s board of
directors will be appointed by Telkom’s board of directors from among the non-executive directors. The Government and Thintana
Communications also undertake to use reasonable efforts to ensure the membership of Telkom’s board is representative of South
African demographics, provided that Thintana Communications is entitled to appoint up to two directors in its sole discretion.

The new shareholders’ agreement contains provisions relating to the appointment by Telkom of directors to the board of directors of
its subsidiaries and its Vodacom joint venture. For so long as either the Government or Thintana Communications is a significant
shareholder, a director of Telkom nominated by such significant shareholder is entitled to nominate for appointment by the Telkom
board of directors, a number of members on each of the boards of directors of each of Telkom’s subsidiaries, which number shall be a
proportion of the total number of members on such board of directors that Telkom is entitled to appoint based on the ratio of the
number of shares owned by the significant shareholder who nominates such director to the sum of the shares owned by the
Government and Thintana Communications, but in any event at least one member on each such board of directors. With respect to
Vodacom, for so long as Telkom has the right to appoint four directors to Vodacom’s board and Thintana Communications is a
significant shareholder and continues to hold indirectly 10% or more of Vodacom’s share capital, a director of Telkom nominated by
Thintana Communications will be entitled to nominate two of these four directors which Telkom will appoint to Vodacom’s board of
directors. If Thintana Communications is a significant shareholder, but neither of these other conditions is satisfied, then a director of
Telkom nominated by Thintana Communications will have the same right to nominate directors for appointment to Vodacom’s board as
it does in relation to Telkom’s subsidiaries. If at any time Telkom has the right to appoint only one director to Vodacom’s board and
Thintana Communications is at such time a significant shareholder, a director of Telkom nominated by Thintana Communications will
be entitled to nominate that director for appointment, after consultation with Telkom. The director so appointed must, however, in
carrying out his or her responsibilities, act as Telkom’s nominee.

The Government has agreed with Thintana Communications not to sell its shares in Telkom for a further 545 day period after the
expiration of or release from the 180 day lock-up period described in “Underwriting” beginning on page 187 of this prospectus. The
Government and Thintana Communications have reciprocal rights of first offer for the purchase of each other’s shares. Neither the
Government nor Thintana Communications may transfer any ordinary shares it holds and in the case of the Thintana
Communications, the class B ordinary share, without first offering the shares in question for sale to the other party at a price and
upon terms and conditions determined by the offering party. These rights of first offer are subject to the following exemptions:

» certain transfers by the Government to “eligible ministries,” disadvantaged groups and past and present employees of

Telkom, as more fully described below;

 listed public offerings;

» transfers under exempted and brokers’ transactions or block trades permitted under United States and South African securities

laws; and

» any forced purchase of all of Thintana Communications’ shares at their fair market value by the Government, or by a third party

designated by the Government, if, among other things, Thintana Communications ceases to be controlled by Telkom’s strategic
equity investors, acting together or separately; or breaches the non-competition obligations set forth in the new shareholders’
agreement; or is unable to pay its debts in the ordinary course of business; or becomes subject to liquidation or bankruptcy
procedures that are not discharged within ninety days; or an order is made or a resolution is passed for its winding-up.

If the Government does not exercise its first right to purchase any shares so offered to it,Thintana Communications may transfer
the offered shares to any bona fide third party, provided that:

» the consent of the Government is required for the transfer of the class B ordinary share, if the class B ordinary share is part
of the offered shares, subject to the qualifications mentioned below; and the Government’s consent is also required for the
transfer of the other shares, being ordinary shares, to a South African person; and
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* the class B ordinary share may, in any event, be transferred only if, as part of the transfer, the transferee acquires a number of
Thintana Communications’ ordinary shares as would be sufficient to constitute the transferee as a significant shareholder
without taking into account any other ordinary shares already held by or on behalf of the transferee.

The qualifications mentioned above are that the Government’s consent to the transfer of the class B ordinary share may not be
unreasonably withheld for a transferee whose business involves the provision of telecommunications services and has annual
revenues from such services in excess of $1.5 billion and, in any event, is not required for a transfer to any one of the
telecommunications companies to which such a transfer is specifically permitted under the new shareholders’ agreement. Thintana
Communications is entitled to freely transfer its shares in Telkom to its members, provided that the class B ordinary share is
transferred to the same transferee as to whom the ordinary shares are transferred and such transferee binds itself to the new
shareholders’ agreement.

The Government may transfer its shares in Telkom, including its class A ordinary share, to one or several eligible ministries of
the Government and, where the Government transfers its class A ordinary share, only after consultation with Thintana
Communications and only if it transfers its class A ordinary share together with enough ordinary shares as would result in the
relevant ministry becoming a significant shareholder without taking into account any other ordinary shares already held by or on
behalf of such ministry. An “eligible ministry” of the Government is any ministry or department of the Government which has
signed a written acknowledgement, in a form reasonably acceptable to Thintana Communications, to be bound by the new
shareholders’ agreement. In addition, the Government may transfer up to 7%, which includes the shares required for the
implementation of the offering by the Government of options to past and present employees of Telkom for 2% of Telkom’s share
capital, of the total issued shares of Telkom, or such greater percentage as Thintana Communications may consent to, for the
purpose of empowering disadvantaged groups, provided that the Government imposes certain transfer restrictions on the transferee
and that such transferee agrees to be bound thereby.

The new shareholders’ agreement prohibits Thintana Communications, subject to limited exceptions, from engaging in any
business activity which competes with any of Telkom’s licensed business activities, or those of its subsidiaries or Vodacom, in the
Republic of South Africa. Thintana Communications must also use reasonable efforts to offer to Telkom an opportunity to
participate, on mutually agreed and commercially reasonable terms and conditions, in any telecommunications investments which it
or any of its affiliates proposes making in sub-Saharan Africa.

The Government has agreed to indemnify Thintana Communications against a violation by Telkom of environmental laws in certain
circumstances, against the exercises of certain authority under the Telecommunications Act, 103 of 1996 in relation to Telkom which
could reasonably be expected to have an adverse effect on Telkom, its business or prospects or Thintana Communications’ investment
in Telkom and against certain amendments to Telkom’s licenses made without Telkom’s consent if such amendment has a material
adverse effect on Telkom, its business or prospects or Thintana Communications’ investment in Telkom.

For additional information related to the holding of shares by the Government of the Republic of South Africa and by Thintana
Communications, see “Description of Shares” beginning on page 154 of this prospectus.

Strategic services agreement

Telkom is a party to an existing strategic services agreement with Thintana Communications, SBC International Management
Services Inc., or SBC Management, and Telekom Management Services Sdn. Bhd, or Telekom Management. Pursuant to that
agreement, Thintana Communications is entitled and obliged, with the right to request others, including SBC Management and
Telekom Management and their affiliates, to provide personnel to Telkom. Pursuant to this agreement, SBC Management and
Telekom Management provide personnel to Telkom, as requested by Thintana Communications. These personnel fill certain key
managerial positions, such as the chief operating officer and the chief strategic officer, in which they provide strategic services for
Telkom. The strategic services relate to the following: business management, oversight of personnel matters, development and
implementation of marketing plans and other corporate strategies, network planning and supervision, network operations, budget
planning, payroll processing, internal financial support services, technical advice and assistance, regulatory compliance, customer
billing and other related services.

When the existing strategic services agreement commenced, approximately 75 managerial positions were filled by personnel
provided by SBC Management and Telekom Management pursuant to the agreement. As of September 30, 2002, that number had
been reduced to approximately 30 such positions. Since May 7, 2002, Thintana Communications has been obliged to make
reasonable efforts to fill any of the managerial positions which it is entitled to fill, with members of South African groups
historically discriminated against on the grounds of race, color, origin or gender.

Telkom pays a fee for the services of each person provided to it pursuant to the strategic services agreement. If not sooner terminated
and superseded by the new strategic services agreement described below, the existing agreement will terminate in May 2004.

The following table sets forth information related to the fees, which are payable in dollars, paid to SBC Management and
Telekom Management over the last three years pursuant to the existing strategic services agreement:
Six months ended

Year ended March 31, September 30,
2000 2001 2002 2001 2002
(unaudited)
(ZAR millions)
SBC Management Services Inc. . . . . . .. 215 215 185 n/a n/a
Telekom Management Services Sdn. Bhd. . . 45 45 34 n/a n/a
Total . .......... ... ... ..... 260 260 219 141 115
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Telkom, and the other parties to the existing strategic services agreement executed a new strategic services agreement on
January 16, 2003. This new strategic services agreement will become effective only if Telkom obtains the relevant exchange
control approvals required for Telkom to effect the payments to be made under that agreement. Telkom has applied for these
approvals. Under this new strategic services agreement, Thintana Communications will continue to be entitled and obliged to
provide personnel to Telkom to fill approximately 20 key management positions and certain additional senior managers during the
financial years ending March 31, 2003 and 2004. Telkom itself is entitled to request, if and when it requires, certain additional
senior managers during those same two financial years. All the personnel will be appointed to provide the same strategic services as
those to be provided under the existing strategic services agreement. As and when vacancies occur in those positions, personnel will
be selected by Thintana Communications and provided to Telkom, for appointment by Telkom to fill the vacancies, in accordance
with the requirements of the new strategic services agreement. These requirements include a consultative process between Telkom
and Thintana Communications for the appointments. They also provide for a gradual decrease in the number of the more senior
personnel to be provided by Thintana Communications. In any event, wherever it is feasible, vacancies are required to be filled by
suitably qualified historically disadvantaged individuals. Telkom will continue to pay to Thintana Communications, or any other
personnel provider who provides personnel at the request of Thintana Communications, a fee for the services of each person
provided to Telkom under the new strategic services agreement.

The new strategic services agreement will automatically terminate on the liquidation or dissolution of either Telkom or
Thintana Communications. It will also automatically terminate upon the earlier of ten days after Thintana Communications ceases
to be a significant shareholder in Telkom, in which event Telkom may request a continuance of the agreement for a further period
not exceeding 120 days, and the later of the third anniversary of the JSE listing and May 8, 2007. The new strategic services
agreement may also be terminated by Thintana Communications:

* in the event of certain breaches of the agreement by Telkom;

» if the relevant exchange control approvals required by Telkom to effect the payments thereunder terminate without renewal;

» if the new shareholders’ agreement is terminated for any reason or a material term thereof is breached by the Government;

» if any of the rights granted to Thintana Communications under the new shareholders’ agreement or Telkom’s new memorandum
and articles of association becomes unenforceable; or

o if Telkom ceases to be a significant provider of telecommunications services for any reason whatsoever.

Either of SBC Management or Telkom Management may also terminate the new agreement, insofar as it relates to that party, if
that party declares bankruptcy or seeks legal protection from its creditors or if SBC International South Africa LLC or any of its
affiliates or Telkom Malaysia Africa Sdn. Bhd. or any of its affiliates, as the case may be, ceases to hold an equity interest in
Thintana Communications.

Registration rights agreement

Telkom has entered into a registration rights agreement with the Government and Thintana Communications in connection with
the global offering. Pursuant to the agreement, Thintana Communications has the right to cause Telkom to either effect a JSE public
offering in South Africa, or register with the Securities and Exchange Commission all or part of its ordinary shares, or both, at any
time after the expiration or waiver of the lock-up period set forth in the underwriting agreement. The Government has the same
right, but it can exercise this right only starting 545 days after the expiration or waiver of the underwriters’ lock-up period. Each of
Thintana Communications and the Government can demand any number of successive registrations, but no more than one in any
calendar year, provided that Thintana Communications is entitled to two such registrations prior to the Government becoming
entitled to demand any registrations. In addition, both Thintana Communications and the Government have the right to have their
ordinary shares registered or sold in a listed public offering any time that Telkom or any other person seeks registration of, or a
listed public offering for, Telkom’s issued and outstanding ordinary shares.

Telkom has undertaken to take steps necessary to effect a JSE public offering and/or registration with the Securities and
Exchange Commission. Pursuant to this registration rights agreement, in the event that the Government or Thintana
Communications exercise their right to include their shares in a JSE public offering or US registration of Telkom shares that is
sought by Telkom or by any other person, Telkom would be required to bear and pay all expenses incurred in connection with such
offering or registration, including all registration, listing, filing and qualification fees, as well as underwriting discount and
commissions. However, in the event that the Government or Thintana Communications exercise their right to demand Telkom to
effect a JSE public offering or US registration of their ordinary shares, Telkom would be required to bear and pay all expenses
incurred in connection with registration, listing, filing or qualifications, however, certain fees relating to such registration or listing
shall be borne by the relevant shareholders selling shares in proportion to the number of shares issued or sold. In that case,
underwriting discounts and commissions will be borne by each relevant party based on the number of shares issued or sold by that
party. Telkom is required to indemnify certain parties, including the selling shareholders and the underwriters and their respective
directors, officers, employees and agents against certain losses in connection with such public offering or registration.

Relationship with the Government of the Republic of South Africa

The Government of the Republic of South Africa is Telkom’s largest shareholder and is responsible for the telecommunications
industry policy in the Republic of South Africa. The Ministry of Communications has the most direct role in our business.
However, we have interactions with several other Ministries, including the Ministry of Finance for matters relating to taxation,
the Ministry of Labour for matters relating to employment and the Ministry of Trade and Industry for matters relating to the
communications industry.
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The Government of the Republic of South Africa as regulator
Ministry of Communications

The Ministry of Communications has a number of roles that, directly or indirectly, affect us:

* The Ministry of Communications represents the Government of the Republic of South Africa as Telkom’s shareholder.
The Minister has the powers and duties conferred on a shareholder of a public limited liability company by South African
law, Telkom’s memorandum and articles of association and the shareholders’ agreement between the Government and
Thintana Communications.

e The Ministry is responsible for the development of telecommunications policy and for proposing legislation to implement
such policy, subject to supervision by the Cabinet of the Republic of South Africa. The Ministry is also responsible for
administering the Telecommunications Act, 103 of 1996 and the Independent Communications Authority of South Africa
Act, 13 of 2000.

The Ministry has the following primary powers under the Telecommunications Act, 103 of 1996:

e it may issue policy directives to ICASA, binding it to perform its functions under the Telecommunications Act, 103 of 1996
in accordance with such policy directives;

e any regulation made by ICASA needs to be approved and published by the Ministry, which may reject such approval, before
it becomes valid and enforceable; and

* the Ministry has the sole power to approve the grant of any license for a public switched telecommunications service, a
national long distance telecommunications service, an international telecommunications service or a mobile
telecommunications service.

ICASA

ICASA is the regulatory body for the telecommunications and broadcasting industries. ICASA derives its powers from the
Independent Communications Authority of South Africa Act, and, with respect to telecommunications, from the
Telecommunications Act. [CASA serves as the primary regulatory and licensing authority for the South African telecommunications
and broadcasting industries, except for specific licenses that can only be granted by the Minister of Communications.

ICASA’s primary powers under the Telecommunications Act are to:

» conduct public inquiries in any matter relevant to the achievement of the objectives of the Telecommunications Act or to the
performance of its functions in terms of the Telecommunications Act;

e plan, control and manage the radio frequency spectrum and license its usage;

* make recommendations to the Minister of Communications on the granting of telecommunication licenses for which the
Minister of Communications has issued an invitation to apply and, in all other cases grant and issue telecommunication
licenses;

* make regulations as provided for in the Telecommunications Act, subject to ratification by the Minister of Communications;

* approve, amend or reject agreements entered into by telecommunications licensees relating to interconnection or the leasing
of telecommunication facilities, in accordance with the relevant regulations; and

* investigate and adjudicate alleged contraventions of the Telecommunications Act, regulations or license conditions by
licensees and, where appropriate, impose sanctions provided in the Telecommunications Act.

Public Finance Management Act

Telkom is required to report certain aspects of its business and operations, such as its corporate and business plans, to the
Minister of Communications in her capacity as executive authority of Telkom pursuant to the Public Finance Management Act,
1 of 1999. Telkom has obtained a temporary exemption from certain provisions of the Public Finance Management Act, 1 of 1999.
See “Risk Factors — Risks Related to Regulatory and Legal Matters — If Telkom is required to comply with the provisions of the
South African Public Finance Management Act, 1 of 1999, or PEFMA, Telkom could incur increased expenses and its net profit
could decline and compliance with the PFMA could result in the delisting of Telkom’s ordinary shares and ADSs from the JSE
and the New York Stock Exchange” on page 19 of this prospectus.

The Government of the Republic of South Africa as a customer

The departments and agencies of the Government of the Republic of South Africa in the aggregate comprise one of our largest
customers. Generally, we deal with the various departments and agencies of the Government as separate customers, and the provision
of services to any one department or agency does not constitute a material part of our revenues. Legislation has been enacted to
centralize all procurement by the Government through one agency. We estimate that in the six months ended September 30, 2002,
our overall operating revenue from all departments and agencies of the Government amounted to 9% of our total fixed-line revenue,
excluding directory services and other revenue. If the Government transfers some or all of its business to other operators, our
operating revenue and net profit could decline.
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The Government of the Republic of South Africa guarantees

Pursuant to Section 35 of the South African Exchequer Act, 66 of 1975, the Government of the Republic of South Africa
guaranteed Telkom’s borrowings incurred prior to 1991. As of September 30, 2002, R3.6 billion of our total indebtedness
of R25.5 billion was guaranteed by the Government of the Republic of South Africa.

Other related transactions

Mr. Tlhalefang Sekano, one of Telkom’s board directors, is a member of the board of directors of Ucingo Investments which
holds 3% of the ordinary shares of Telkom.

Some of our directors and executive officers beneficially own shares in our strategic equity investors, which in the aggregate
represent less than an indirect 1% beneficial interest in Telkom.

Mr. Tlhalefang Sekano, one of Telkom’s board directors, is the chairman of Lethapa Security and a director of Telesafe Security.
Lethapa Security owns an interest in Telesafe Security, a security company which provides physical security to Telkom.
Telkom paid R32.1 million and R25.3 million to Telesafe Security in the years ended March 31, 2002 and 2001, respectively,
for these services. In addition, Lethapa Security had an option to purchase 10% of Rebserve Ltd., which together with
Atkins Facilities Management, formed the joint venture, Telecommunications Facilities Management Company (Proprietary)
Limited, which has been awarded a contract to deliver facilities management services to Telkom’s South African properties
portfolio. Telkom paid R1.6 billion and R0.6 billion to TEMC in the years ended March 31, 2002 and 2001, respectively, and
R608 million and R587 million in the six months ended September 30, 2002 and 2001, respectively, for these services.

Ms. Nomazizi Mtshotshisa, one of Telkom’s board directors, serves on the board of directors of Admiral Industries (Proprietary)
Limited, which has a contract to supply Telkom with workwear. Telkom paid R1.4 million and R1.7 million to Beslin Sithunzi
Workwear in the years ended March 31, 2002 and 2001, respectively, and R0.02 million and R0.4 million in the six months ended
September 30, 2002 and 2001, respectively, for these services.

Mr. Charles Valkin, one of Telkom’s directors, is a senior partner with the South African law firm of Bowman Gilfillan Inc.,
which provides legal services to Telkom from time to time.

Messrs. Shawn McKenzie, Jonathan P. Klug Sr., Charles Valkin, Chian Khai Tan and Tan Sri Dato’Ir Muhammad Radzi Mansor,
five of Telkom’s board directors, are Thintana Communications’ representatives on Telkom’s board of directors. See “—Shareholder
arrangements” beginning on page 145 of this prospectus for a discussion of the arrangements between Thintana Communications
and us and the fees we paid to Thintana Communications for strategic services in the three years ended March 31, 2002. SBC
Communications paid Bowman Gilfillan Inc. a total of R259,307 in fees during the period from April 1, 1999 until July 29, 2002
for Mr. Valkin’s services as a director of Telkom.
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RELATIONSHIP WITH VODACOM AND RELATED TRANSACTIONS

Vodacom joint venture agreement

We acquired a 50% equity interest in Vodacom in 1993. Our rights as a shareholder of Vodacom are governed by a joint venture
agreement, which was entered into on March 29, 1995, among Telkom, Vodafone, VenFin, Vodacom and other related parties.

Governance

The Vodacom joint venture agreement sets the number of directors of the board of directors of Vodacom at a minimum of
twelve. Telkom has the right to appoint four directors, Vodafone has the right to appoint three directors, VenFin has the right to
appoint one director and the remaining four directors are appointed by shareholders holding 10% or more of the issued shares of
Vodacom and who are a party to the joint venture agreement. Currently, the only shareholders holding beneficially 10% or more of
the issued shares in Vodacom are Telkom, Vodafone and VenFin and the four board members appointed by Telkom and these
shareholders are senior management of Vodacom.

Under the Vodacom joint venture agreement, the Vodacom board was required to establish a directing committee and delegate all
its power, functions and authority to act on behalf of Vodacom to this committee. This authority cannot be revoked without the prior
written consent of the shareholders holding 10% or more of the issued shares of Vodacom. The directing committee comprises all
directors appointed to Vodacom’s board by shareholders holding 10% or more of the issued shares of Vodacom. Currently, the
directing committee consists of eight members comprising four directors appointed by Telkom, three directors appointed by
Vodafone and one director appointed by VenFin.

The unanimous written agreement of those shareholders holding 10% or more of the issued shares of Vodacom is required for,
among other things, the following consensus matters prior to Vodacom or any of its subsidiaries that are a party to the joint venture
agreement taking any of the following actions:

» changing the nature of or discontinuing its business;
* disposing of a material part of assets, shares or claims against its subsidiaries;
* making material acquisitions, merging with another company or entering into a change of control transaction;

e altering or affecting its capital structure, including the issuance of any shares, the granting of options or the issue of
convertible debentures;

* proposing any special resolution;

* altering its dividend policy;

* incurring certain interest bearing debt which exceeds 50% of the consolidated shareholders’ funds;
e establishing any employee bonus or share incentive scheme;

e appointing or removing any director to or from its board of directors, otherwise than in accordance with the joint venture
agreement;

e entering into any agreement with any of its shareholders or affiliates;

e agreeing to any material alteration of its rights flowing from any license held by it or its subsidiaries enabling such
companies to do their business;

e approving or amending the business plan of Vodacom; and

e appointing or removing the chairperson of the board or chief executive officer.

If the shareholders holding 10% or more of the issued shares of Vodacom fail to reach agreement on an above consensus matter,
they are required to exercise all the powers that they have to ensure the consensus matter is not consummated. Should any dispute
arise between the shareholders holding 10% or more of the issued shares of Vodacom regarding the failure of those shareholders
to reach consensus, the dispute is to be referred for determination to the chairperson of those shareholders at the request of any

shareholder holding 10% or more of the issued shares of Vodacom. If the chairperson fail to reach agreement on the consensus
matter in question, each shareholder is entitled to enforce any rights through any competent court.

Pursuant to the Vodacom joint venture agreement, all members of the directing committee are required to agree on certain
matters and, in the event of disagreement, the issue is treated as a consensus matter requiring the unanimous written consent of
those shareholders holding 10% or more of the issued shares of Vodacom. The following matters require unanimous approval:

» the approval or amendment of any subsidiary company business plans;
» expenditures that are in excess of 10% of total budgeted expenditures;

* non-budgeted capital expenditures that are in excess of 5% of the consolidated shareholders’ funds;
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» the encumbrance of any assets or the issuance of guarantees where the liability secured is in excess of the lower of 5% of the
consolidated shareholders’ funds or R10 million;

* any agreement with any shareholder of Vodacom; and

* the appointment of the company secretary.

The approval of at least six directors appointed to the directing committee is required to take action with respect to:

» the approval or adoption of the terms and conditions and any amendments to the interconnect and transmission agreements
concluded with Telkom;

* the setting or adjustment of tariffs; and

» the approval of terms and conditions of supply and associated agreements with the suppliers of infrastructure.

Non-competition

Each party to the Vodacom joint venture agreement has agreed that neither it nor its affiliates will form a similar joint-venture
relationship, or invest in any competitive business in the Republic of South Africa. This restraint lapses with respect to each party
two years after the date such party ceases to be a shareholder of Vodacom or upon termination of the joint venture agreement.

In addition, each party to the Vodacom joint venture agreement has agreed that it will not own, manage or otherwise become
engaged in any GSM mobile telecommunications entity or analogue system or otherwise participate in any mobile
telecommunication activities in any African country, a major portion of which is situated below the equator, unless the party
proposing to engage in such activity first offers Vodacom the opportunity to pursue such activity and Vodacom declines. Any
decision by Vodacom to become involved in a GSM or analogue system in this territory requires the written consent of those
shareholders holding 10% or more of the issued shares of Vodacom.

Right of first offer

If any Vodacom shareholder that is a party to the joint venture agreement wishes to sell any of the shares held by it, it must offer
to sell such shares and an equivalent portion of its claims on loan accounts in Vodacom to the other parties to the joint venture
agreement. If none of the non-transferring parties accepts such an offer to purchase all of the shares and claims offered on the terms
in the notice, then the selling shareholder has the right to sell the shares and an equivalent portion of its claims to a third party at a
price not lower than the price, and upon the terms, set forth in the seller’s original offer.

Loan agreement

Telkom is a party to a loan agreement, dated as of March 29, 1995, with Vodafone Holdings SA (Proprietary) Limited, a
subsidiary of Vodafone, VenFin Finansiéle Beleggings Limited, a subsidiary of Venfin, and Vodacom. Under this agreement Telkom
and the subsidiaries of Vodafone and VenFin agreed to lend and advance to Vodacom, in proportion to each of their respective
shareholdings, R1.08 billion or such higher amount as may be agreed upon. The total capital amount outstanding to Telkom under
this loan was R460 million as of September 30, 2002. This loan bears interest at a rate equal to the prime lending rate of Vodacom’s
bankers from time to time plus 2%. The average effective interest rate was 15.69% in the year ended March 31, 2002 and 17.57%
in the six months ended September 30, 2002. No interest is in arrears. The loan is repayable on demand with the agreement of all
the shareholders and in no event later than March 31, 2019. The shareholders have agreed that the loan will be repaid in June 2003.
Being a shareholders’ loan, the loan is unsecured and is subordinated in favor of Vodacom’s other creditors in the event of
liquidation. In addition, the loan may be converted into equity or preference share capital in certain circumstances.
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DESCRIPTION OF SHARES

Set forth below is a summary of material information relating to Telkom’s share capital, including summaries of certain
provisions of Telkom’s new memorandum and articles of association, the South African Companies Act, 61 of 1973 and the Listings
Requirements of the JSE. This summary is qualified in its entirety by the provisions of Telkom’s new memorandum and articles of
association and by the applicable provisions of South African law and the Listings Requirements of the JSE. You should refer to the
full text of Telkom’s new memorandum and articles of association, which is filed as an exhibit to the registration statement of which
this prospectus forms a part. Please refer to “Documents Available For Inspection” on page 195 of this prospectus to inspect a copy
of Telkom’s new memorandum and articles of association.

General

Telkom was incorporated on September 30, 1991, as a public limited liability company registered under the South African
Companies Act with registration number 1991/005476/06. Telkom is governed by its memorandum and articles of association and the
provisions of the South African Companies Act, 61 of 1973. Upon the listing of Telkom’s ordinary shares on the JSE and ADSs on the
New York Stock Exchange, Telkom will also be subject to the Listings Requirements of the JSE and the New York Stock Exchange.

Telkom’s main object and business is to supply telecommunications, broadcasting, multimedia technology and information
services to the general public in the Republic of South Africa.

The following discussion of the provisions of Telkom’s memorandum and articles of association describes the new memorandum
and articles of association 