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Notes to the consolidated
annual financial statements

for the year ended 31 March 2017

’ 1 Corporate information

Telkom SA SOC Limited (Telkom), the ultimate parent of the group, is a company incorporated and domiciled in the Republic of South

Africa (South Africa) whose shares are publicly traded. The main objective of Telkom, its subsidiaries and associate (the group) is

to supply telecommunication, multimedia, technology, information, mobile communication services and other related information

technology services to the group customers, as well as mobile communication services, in Africa. The group's services and products

include:

> fixed-line retail voice services to post-paid, pre-paid and private payphone customers using PSTN (Public Switched Telephone
Network) lines, including ISDN (Integrated Services Digital Network) lines, and the sale of subscription based value-added voice
services and calling plans

> fixed-line customer premises equipment rental, sales and services both voice and data needs and these include PABX, computers,
routers, modems, telephone handsets and other ancillary equipment

> interconnection services, including terminating and transiting traffic from South African mobile operators, as well as from international
operators and transiting traffic from mobile to international destinations;

> fixed-line data services, including domestic and international data transmission services, such as point-to-point leased lines, ADSL
(Asymmetrical Digital Subscriber Line) services, packet-based services, managed data networking services and internet access and
related information technology services

> W-CDMA (Wideband Code Division Multiple Access), a 3G next generation network, including fixed voice services, data services and
nomadic voice services

> mobile communication services, including voice services, data services and handset sales through its mobile brand called Telkom
Mobile

> Business Connexion provides business solutions based on information and communication technology and manages ICT systems and
products, services and solution throughout Africa

> other services including directory services, through Trudon (Pty) Ltd, wireless data services, through Swiftnet (Pty) Ltd and included
internet services outside South Africa

Convergence is one of our key strategic initiatives in building a sustainable future for Telkom. We will lead the provision of Converged
Services in South Africa in support of our mission statement: Seamlessly connecting people to a better life. The strategy is to transform
Telkom into an integrated fixed, mobile, IT and content provider, leveraging our unique strengths in the fixed, mobile and IT markets in
order to drive sustainable revenue growth, defend our core business and create efficiencies over the longer term.

2 Significant accounting policies

2.1 Basis of preparation

The consolidated annual financial statements comply with International Financial Reporting Standards (IFRS) of the International
Accounting Standards Board (IASB), the Companies Act of South Africa, 2008, the JSE Listings Requirements and the SAICA Financial
Reporting Guides as issued by the Accounting Practices Committee and Financial Pronouncements as issued by the Financial Reporting
Standards Council.

The consolidated annual financial statements are presented in South African Rand, which is the group’s presentation currency. All
financial information presented in Rand has been rounded to the nearest million.

The financial statements are prepared on a historical cost basis, with the exception of certain financial instruments initially (and
sometimes subsequently) measured at fair value. The carrying values of recognised assets and liabilities that are designated as
hedged items in fair value hedges that would otherwise be carried at amortised cost are adjusted to record changes in the fair values
attributable to the risks that are being hedged in effective hedge relationships. Details of the group's significant accounting policies are
set out below and are consistent with those applied in the previous financial year except for the adopted standards as listed below:

The following new standards and amendments to standards have been early adopted.

Standard(s), Amendment(s) || Salient feature of the changes Effective date
IFRS 12 Disclosure of Amendment clarifying the scope of IFRS 12 with respect to interests in entities 1January 2017
Interests in Other Entities classified as held for sale in accordance with IFRS 5 Non-current Assets Held for

Sale and Discontinued Operations. This amendment has been adopted and has no
impact on the group.

IAS 12 Recognition of The amendment clarifies that an entity needs to consider whether any tax law 1 January 2017
Deferred Tax Assets for restricts the sources of taxable profits against which it may make deductions
Unrealised Losses on the reversal of that deductible temporary difference. Furthermore, the

amendment provides guidance on how an entity should determine future taxable
profits and explains in which circumstances taxable profit may include the
recovery of some assets for more than their carrying amount. This amendment
has been adopted and does not have an impact on the group.




