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About Cell C and
TPC




About Cell C

* Proudly South African customer-first mobile operator
* Launched in 2001. Smallest MNO to be issued ECS and ECNS
licences

* Licensed and entered the market 7 years after two
incumbent tier 1 MNOs (Vodacom and MTN) with
significant first-mover advantage

» Offer a comprehensive suite of products and services
* Traditional voice & data services
 Fibre and fixed wireless access offerings
* Value-Added Services
« Hardware (Devices)

 Committed to providing affordable and quality mobile
products and services to our customers

» Level 1 B-BBEE contributor
* We are grateful for the opportunity to present to you today

about our application for approval to transfer control of Cell C
to TPC




About TPC and Blue Label

« The Prepaid Company (TPC) is a prepaid airtime distribution
company
« TPCis a100% subsidiary of Blue Label Telecoms, a digital
distribution company
* More than 20 years experience, diverse product and
service offering TELECOMS
« Specialist in prepaid products and electronic distribution
of virtual merchandise and value-added services
« Extensive distribution network
« Strive for financial inclusion for the mass market

« Combine technical innovation with entrepreneurial flair

* Blue Label's distribution network, technology and other innovations enable products and services
associated with the developed world to reach the doorsteps of people who may be geographically
and economically isolated from the mainstream

* Blue Label creates hundreds of thousands of direct and indirect jobs and entrepreneurial
opportunities, supports the growth of small businesses and bridges the digital divide

« Through TPC, Blue Label is an existing non-controlling shareholder and significant investor in Cell C

Sl UETEEE el

BLT has been Cell C's only funder for approx. 10 years. It has injected R5.5 billion into Cell C, settled creditors

claims, loaned Cell C R1.03 billion and holds substantial Cell C airtime / data stock — the total value of these

financial contributions is in excess of Cel I @
R14.4 billion 6
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Nature of the
application
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IECS
licence

IECNS
licence

Spectrum
licences

TPC owns a 49.53% non-controlling interest in Cell C

TPC will acquire an additional 4.04%, increasing its
shareholding in Cell C t0 53.57%

Although TPC is only acquiring an additional 4.04%,
this will tip it over 50% and give it shareholder control,
triggering the requirement for ICASA approval

Cell Cis applying, in terms of s13 and 31(2A) of the ECA
for approval to transfer control of the licences

Cell Cis not transferring its licences — Cell C will
continue to hold its licences and to provide the
licensed services




Before proposed transaction

5.13% 1.71% 10.47%

After proposed transaction

5.13% 1.71% 10.47%

10.00%
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Rationale for
the transaction




This transaction is vital to Cell C's turn around

 Second smallest MNO in SA
«  Cumulative losses of -R45 billion

* Cell Cisyet to turn a profit after more than 20
years in the market

* Cell Cisunder dire financial strain

Cell C has taken steps to stabilize and drive
sustainable growth

« 2 recapitalisations to improve efficiencies and

liquidity
*  Implemented innovative CAPEX-light
technology strategy

*  New board, management and leadership
* Improved governance

Having an experienced industry player become a
controlling shareholder will further enhance the
sustainability of Cell C's new strategic direction

Although we are making good progress, we still face financial difficulties and are Ce" @
1"

technically insolvent



Extremely concentrated telecommunications industry, characterised by high barriers to entry and expansion (e.g.
MTRs, On-net calling, MNP, lack of facilities sharing)

Mobile market is dominated by two main MNOs with unrivalled market strength for more than three decades
Data Services Market Inquiry recognised that certain market features entrenched their dominant positions

The two largest operators are in insurmountable positions relative to smaller operators ito network coverage
and extent of capacity required to maintain high network quality levels

Not possible for smaller MNOs to fund capex at same level as two largest players, partly because we need to do so
through shareholder equity and/or debt funding

Unsurprising that Cell C's market position has deteriorated*
Post-paid market share declined from 13% to 7%

Pre-paid market share declined from 16% to 10%
(*2018 to0 2022)




Cell C has several dispersed shareholders. It is not controlled by any single firm

BLT and its subsidiaries (including TPC) have made financial contributions in excess of R14.4 Billion in Cell C

TPC has been Cell C's only funder for approx. 10 years
Despite holding the majority of the debt, BLT does not control Cell C
TPC has a vested interest in improving Cell C's financial viability

Given its significant exposure, TPC requires a controlling interest in Cell C so that it can direct and control its
financial recovery

By exercising control, TPC will be able introduce strategic shareholder direction to Cell C, which it has lacked




Impact on consumers

* The transaction is likely to produce pro-competitive benefits

* A mobile market in which Cell C is severely weakened or
forced to exit would weaken the competitive constraints in
the mobile market

* This would be to the detriment of consumers

* The transaction has the potential to strengthen Cell C's weak
position relative to other MNOs and ensure the continued
presence of Cell C as a competitor

* The ability to better constrain large competitors should yield
price, quality and innovation benefits for consumers more
broadly

* The proposed transaction will not have a negative impact on
Cell C's customers

* Customers are likely to benefit from the transaction

The Prepaid Company and Cell C

consumer interest report

Date: 15 September 2023

Preparad by: Dr Ryan Hawthoene, Rahma Leuner, Zubair Patel and Megan
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The transaction will be in the best interest of Cell C, its consumers, employees,

shareholders and the market

cellC .
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The application satisfies the criteria for
approval




Criteria for considering an application for transfer of
control

Application must be evaluated on the following basis

@

=

Promotion of competition Promotion of consumer Equity ownership by HDGs

interest

[ Application meets all these criteria ]

cellC _



Cell C received submissions from the following third
parties:

* CellSaf (Pty) Ltd

* Mr Paul AH Hjul

» Mr Robert Killigrew Sabine Pasley
* MTN (Pty) Ltd

* Telkom SA SOC Ltd

* Vodacom (Pty) Ltd

None of the concerns raised by the third parties provide a valid
reason for the Authority to refuse this application cell @
17



"In our view, the present transaction is likely to produce pro-competitive benefits. Cell C's
market share has been declining in recent years and it is in serious financial trouble. A
mobile market in which Cell C is severely weakened or forced to exit would weaken the

competitive constraints in the Mobile market. This would be to the detriment of consumers.
The present transaction will better enable Cell C to compete effectively"”

Consumer Interest Report, Acacia Economics, Sept 23




The transaction will promote competition (contd.)

Cell Cis already in a poor financial position and has struggled to
compete with the larger MNOs The Prepaid Company and Cell C

. . g . - competition assessment
*  The transaction will enable Cell C to focus on its financial stability P

and stem the decline in its market share. This is pro-competitive

*  No meaningful horizontal overlaps — BLT distributes airtime for 4
MNOs while Cell C distributes for itself. TPC and Cell C are not close
competitors

Date: 15 September 2023

Preparad by: Dr Byan Hawthorne, Rahma Leuner, Zubair Patel and Megan

* Instead, transaction will enable Cell C to become a more effective e
constraint on large MNOs

Present transaction does not present competition concerns
* Highly unlikely other wholesalers/distributors could be foreclosed
* Cell Cis simply too small a mobile operator

pe— A (O
* Distributors of airtime and SIM cards rely much more on Cell e A(“AC[A
C's MNO competitors for business

* Entirely inconceivable that the merged entity would be able to or
interested in foreclosing large MNOs — they can simply switch to
using one of the more than 13 distributors in SA




» 3largest MNOs account for 87%
of the market for pre-paid
airtime - TPC must carry their
products to remain viable

TPC — a distributor — simply
meets customer demand for

each MNOQO's products. This is
driven by MNO prices and
quality of services

MNOs have many alternative
distribution channels

No sustainable theory of
competition harm alleged

TPC only has information on pre-
paid airtime purchases fromm MNOs
and the price TPC pays — this has no
competitive value and most of it is in
the public domain

Even if information TPC has had any
competitive value, TPC has already
agreed to merger condition

TPC has no insight into MNOs'
strategic and other competitive
decisions

* TPC only buys and sells what
customers need

* Customers choose MNO based
on coverage, price and quality
of service

* MNOs develop and market
their own products

Even if transaction enabled Cell
C to win customers from
Vodacom and MTN, this would
be pro-competitive




"Customers are likely to benefit from the transaction”

Consumer Interest Report, Acacia Economics, Sept 23




» Only one party raised an unsubstantiated concern that the transaction could have an adverse
impact on consumers

* No valid concerns raised on impact of transaction on consumers

* No substantiated challenges to the Consumer Interest Report — clear that consumers will benefit
from transaction




34.41% Black economic interest in Cell C post-transaction

Will exceed minimum 30% HDG equity ownership by at least 4.41%
Level 1 B-BBEE contributor status post-transaction

Above prescribed minimum level 4 contributor status




* Negligible reduction in HDG ownership, but still above the prescribed threshold

* There is no other viable solution to keep Cell C operating - the benefits of the transaction far
outweigh any harm due to the slight reduction in HDG ownership

* Assertions on validity of the B-BBEE verification certificate are unsubstantiated
* [tis Cell C and not TPC's HDG ownership that is under consideration

» CellSaf only holds an effective indirect 1% of the shares in Cell C and contributes only 1.01% of the
Black equity ownership in Cell C




Further legal considerations for the Authority

Limited circumstances in which the Limited circumstances in which the

Authority may not consider an Authority may refuse application
application

Applicant is in arrears in respect of any Licensee is found guilty of contravention by the
fees due and pgygb|e to the Authority CCC and has not Complied with an order by the
Authority in terms of s17 of the ICASA Act

Licensee has been found by the CCC to be Licensee does not comply with the 30% HDG

non-compliant with applicable regulations equity requirement

and/or provisions of the ECA and has
failed to remedy the non-compliance Service licence is in arrears in respect of any fees

The transaction will not promote competition (in
respect of frequency spectrum licences)

None of these circumstances are applicable in this application
N\ J

cellC .



* No licence has been issued for IMT
spectrum
* Fees are notin arrears

Mere allegations of non-compliance
are not sufficient grounds for refusal
of this application

Allegations of non-compliance are
unfounded

|ICASA already determined that no
one controls Cell C

ICASA already approved spectrum
arrangements with MTN and
Vodacom

Cell C has submitted Annexure E of
the Radio Frequency Spectrum
Regulations, although not necessary

» Shareholder and corporate
governance issues are unfounded
and irrelevant to this application

* Employee and creditor issues are
unsubstantiated and irrelevant to
this application

* Assertions that approving
transaction will not promote the
objectives of the Electronic
Communications Act are
unsubstantiated and unfounded
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Conclusion




Cell C's application should be approved

» Cell C's application satisfies all the relevant criteria and
should be approved

* None of the concerns raised by third parties provide any
valid reason to refuse the application

* The proposed transaction is the only means available for
CellCto -

v
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Secure its continued operation and facilitate its financial
recovery

Compete effectively in the mobile market

Implement its growth strategy

Generate cost savings and efficiencies

Improve consumer pricing and choice in a highly competitive
market

Ensure continued employee job security, with growth
opportunities

Give shareholders some hope of return on their investment




Thank youl!
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