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Dedicated and skilled 
people are an integral part 
of Datatec’s success. We 
pay tribute to the close to 
5 000 employees across 
40 countries who help us 
sculpt the future. Featured in 
photographs in this report are 
some of our employees across 
the Group.
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CHAIRMAN’S STATEMENT

“THIS YEAR MARKS THE 25TH 
ANNIVERSARY SINCE THE 
GROUP WAS FOUNDED BY CHIEF 
EXECUTIVE JENS MONTANANA 
IN 1986 PRINCIPALLY AS A 
SUPPLIER OF COMPUTER MODEMS 
AND DATA-COMMUNICATION 
EQUIPMENT. SINCE LISTING ON 
THE JOHANNESBURG STOCK 
EXCHANGE IN 1994, THE BUSINESS 
HAS GROWN INTO A GLOBAL 
LEADER IN THE ICT INDUSTRY.”

Stephen Davidson

Chairman
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In prior years Datatec’s annual report contained an annual review by the Chairman 

and separate CEO, corporate governance, remuneration, finance, divisional and 

sustainability reports. 

This year, the Board is pleased to present Datatec’s first integrated report which combines 

the separate reports of prior years and applies the principles and requirements of the 

King Code of Governance Principles for South Africa 2009 (“King III”) except where 

specifically stated to the contrary. The integrated report is presented on behalf of the 

Board by the CEO and CFO.

This year marks the 25th anniversary since the Group was founded by Chief Executive 

Jens Montanana in 1986 principally as a supplier of computer modems and data-

communication equipment. Since listing on the Johannesburg Stock Exchange in 1994, 

the business has grown into a global leader in the ICT industry. The following years saw 

the Group leverage its public company status to successfully pursue the internationalisation 

of its business, resulting in a period of rapid growth and the Group becoming listed in 

London. 

During its 25-year history, the Group has enjoyed the benefits of the technology boom 

of the late 90s, weathered the storm of the (dot com) crash at the turn of the century, 

and having learnt valuable lessons along the way, has emerged from the global 

economic downturn as a streamlined, diverse international business employing almost 

5 000 people worldwide with operations in more than 40 countries.

 

It is fitting therefore, that in this our 25th anniversary year, the Group has delivered a 

very strong performance, with underlying earnings per share increasing 25% over the 

previous year and ahead of guidance given at the start of the financial year by 8,3%. 

This robust performance is a direct result of the prudent and prompt actions taken early 

by management at the start of the global economic crisis a few years ago, which has 

meant that the Group has emerged from the downturn in a strong market position, able to 

capitalise on the improving global economy in the markets in which it operates.

Notably the year was marked by increasing revenues, margin expansion and strong 

operational leverage, as a result of which we were able to grow EBITDA at nearly 

twice the rate of revenues. Once again, there was a strong sequential improvement in 

performance; second half results were better than the results for the first half and better 

than the results for the second half of the prior financial year. 

This strong performance, in an environment which remains challenging in many markets, 

highlights the importance of the Group’s geographic diversity, global presence and 

improving mix of business which helped to mitigate the impact of the economic downturn 

in prior years, and is now helping to insulate the Group against variations in the recovery 

within the geographies in which Datatec operates.

Five years ago almost 90% of the Group’s revenue and profits were derived from North 

America (principally the US) and Europe. Today around one-third of our revenues and 

even more than that of our gross profits are derived from outside North America and 

Europe, which each account for approximately 33% of the total.

This strong performance, 

in an environment which 

remains challenging in 

many markets, highlights the 

importance of the Group’s 

geographic diversity, global 

presence and improving 

mix of business.

Revenue % 

by geography

Gross profit contribution % 

by geography
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Trading and profitability continued to improve in all of the Group’s divisions and regions. 

The US, which is the Group’s largest market, is continuing its slow broad-based recovery, 

while Asia, South America and the Middle East remain the most vibrant markets. Trading 

conditions in Europe are also improving, albeit that economic recovery in the UK remains 

weak. 

We see our industry continuing to benefit from advances in computing that require 

continuous networked communications and remain positive on current trading and more 

optimistic about the longer term.

Strategic focus 
Datatec continues to pursue its long-term strategy to deliver sustainable above-average returns to shareholders by focusing on a 

combination of organic growth in the faster growing sectors of the ICT market, geographic expansion and earnings-enhancing 

acquisitions. The Group is now in a much stronger position having successfully pursued a policy of diversification to reduce 

dependency on any single market, territory or technology sector, as well as improving supplier and customer diversification and 

reducing the impact of market cyclicality.

During the year the Group has primarily focused on improving operational performance, but it has completed a number of small 

acquisitions as part of its strategy to enhance margins and extend the Group’s geographical reach. The Group will continue to 

seek to improve its competitive position and believes that the current economic climate continues to offer attractive consolidation 

opportunities. 

Capital distribution 
Following our strong performance for the year, I am pleased to say that the Board has decided to increase its capital distribution for 

2011 by 1c to 13 US cents to reflect the better than anticipated performance and outlook. The Group will distribute to shareholders 

a capital reduction out of the share premium, in lieu of a dividend, of 88 RSA cents per share (approximately 13 US cents per share) 

for the year ended 28 February 2011.

The Group’s dividend/capital distribution policy of paying an annual dividend/capital distribution, which will provide cover of at 

least three times relative to underlying earnings, remains unchanged.

Corporate governance 
As explained in the integrated report, Datatec and its directors are fully committed to good corporate governance and to the 

principles of openness, integrity and accountability in dealing with shareholders and all other stakeholders. 

CHAIRMAN’S STATEMENT continued
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We endorse the King III Code. In addition, we have adopted the principles of corporate governance contained in the Combined 

Code on Corporate Governance issued in 2006 by the Financial Reporting Council (the “Combined Code”) for UK companies. 

Shareholders
I would like to welcome all new shareholders to the Group.  We now have 5 582 shareholders (at 28 February 2011) all over 

the world who are participating in Datatec’s growth story. Our largest shareholders are South African investment management 

companies: Old Mutual; the Government Employees Pension Fund (PIC); and several investment funds of Allan Gray.  Datatec 

shares are listed on the JSE and on the AIM market of the London Stock Exchange.

Board and appreciation
During the year Ms Olufunke (Funke) Ighodaro was appointed as a non-executive director to the Board of Datatec, joining the Audit, 

Compliance and Risk Committee. We are delighted to welcome Funke to the Board where her strong international experience and 

broad expertise will make a significant contribution to Datatec’s ongoing growth.

On behalf of the Board I would like to thank my fellow directors for their continued contribution and support. I would like to take this 

opportunity to express our thanks to Datatec’s founder and CEO, Jens Montanana, who has led and steered the business throughout 

the last 25 years. 

I would also like to express our sincere appreciation to all Datatec employees around the world for their splendid efforts throughout 

the year. Finally, I would like to extend a special thank you to all our customers, partners and stakeholders; we value your continued 

support.

Prospects
We remain positive on current trading and expect good growth in all our markets this year.

Despite recent signs of faltering in the global economy, which potentially has been impacted by the Middle East crisis and high 

energy prices, we remain optimistic about the longer term. Corporate earnings, especially in the technology sector which tend to 

benefit from dollar weakness, have remained strong and the US, our largest market, is continuing its slow broad based recovery. 

Growth in the major emerging economies in Latin America and Asia remains robust, while conditions in Europe are improving.

During the last few years we have considerably improved the geographic diversification of the Group, and we expect to continue 

this policy, with a bias towards faster-growing developing economies particularly in Latin America and Asia, in many of which we 

already have a presence which is yet to be fully exploited. Broadly, however, we will stick to our discipline of primarily focusing on 

strong organic growth while complementing this with appropriate acquisitions if it fits our criteria.

We see our industry continuing to benefit from advances in computing that require continuous networked communications and each 

of the Group’s divisions is well positioned to take advantage of faster growing ICT sectors adjacent to networking, such as data 

centre virtualisation, cloud computing, fourth generation (LTM) wireless networking and networking security.

The financial prospects of the Group are outlined in the integrated report on pages 76 and 77.

Stephen Davidson

Chairman
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DATATEC GROUP IS A GLOBAL 
PROVIDER OF ICT PRODUCTS, 
SOLUTIONS AND SERVICES 
WITH OPERATIONS IN OVER 
40 COUNTRIES. 

THE GROUP’S MAIN LINES OF BUSINESS COMPRISE:

–  DISTRIBUTION OF NETWORKING, SECURITY AND UNIFIED 

COMMUNICATIONS TECHNOLOGIES (WESTCON)

–  ICT SOLUTIONS AND SERVICES (LOGICALIS)

–  TMT CONSULTING (ANALYSYS MASON AND INTACT).

DATATEC HAS APPROXIMATELY 5 000 
EMPLOYEES WORLDWIDE AND 
ITS SHARES ARE LISTED ON THE 
JSE LIMITED AND THE AIM MARKET OF 
THE LONDON STOCK EXCHANGE.

OUR PROFILE
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DATATEC IS PROUD TO DELIVER THE PRODUCTS AND 
SERVICES OF THE INDUSTRY’S LEADING BRANDS
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2 259 
employees

WESTCON GROUP 

2 193 
employees

LOGICALIS

374 
employees

CONSULTING SERVICES

North America

South America

OUR GLOBAL PRESENCE

THE GROUP CONTINUES TO EXECUTE ITS INTERNATIONAL 
STRATEGY TO INCREASE ITS EXPOSURE TO THE WORLD’S 
MAJOR EMERGING AND DEVELOPING MARKETS. 
CURRENTLY THE GROUP HAS OPERATIONS IN 
OVER 40 COUNTRIES.
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Africa

South 
Africa

Middle East

India

Australia

China

Europe

New Zealand
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Revenue $4,3 billion (2010: $3,7 billion)

EBITDA $142,2 million (2010: $108,5 million)

Underlying* earnings per share up 25% to 37,9 US cents  

(2010: 30,3 US cents)

Capital distribution per share up 8% to 13 US cents  

(2010: 12 US cents)

Strong performance and operational leverage

Group continues to benefit from international scale and business 

diversification

Solid revenue growth in Westcon and Logicalis; up 13% and 25% 

respectively

Margin expansion; overall gross margins 13,9% (2010: 13,3%)

EBITDA increases at 2x revenue growth rate

*  Excluding goodwill and intangibles impairment, amortisation of acquired intangible assets, profit or loss on 
sale of assets and businesses, fair value movements on acquisition-related financial instruments and unrealised 
foreign exchange movements.

FINANCIAL HIGHLIGHTS

Key highlights
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Datatec vs Software and Computer Services Sector

Daily 01/01/2004 – 28/02/2011 based at 100 at the start.
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Six-year review 

for the year ended 28 February 2011

2011 2010 2009 2008 2007 2006

In US Dollars ($’000)

Revenue  4 302 972  3 738 026  4 191 671  4 007 932  3 167 772  2 714 751 

Continuing operations  4 293 955  3 698 134  3 980 830  3 623 024  3 075 344  2 609 497 

Acquisitions  9 017  39 892  210 841  384 908  92 428  105 254 

Operating profit before 

finance costs, depreciation and 

amortisation (“EBITDA”)  142 181  108 536  125 648  150 695  119 356  85 151 

Operating profit before goodwill 

adjustment/impairment  104 976  75 966  91 186  123 890  100 284  69 394 

Westcon (including AIME)  91 277  66 040  53 317  92 696  76 860  59 266 

Logicalis  31 340  25 203  39 313  26 141  18 783  11 546 

Consulting Services*  (764)  790  5 352  6 240  5 752  5 835 

Corporate and other holdings  (15 886)  (11 555)  (8 951)  (7 746)  (10 272)  (8 148)

Head office foreign exchange 

(loss)/gain  (991)  (4 512)  2 155  6 559  9 161  895 

Operating profit  104 976  75 966  84 811  123 469  99 142  68 969 

Profit before taxation  78 178  54 104  85 512  108 282  89 433  63 795 

Profit after taxation  45 940  31 639  60 019  80 036  62 152  39 187 

Attributable profit  41 893  29 974  58 696  75 655  60 049  37 772 

Headline profit  44 020  29 978  63 258  75 911  61 225  38 293 

Capital distribution to shareholders  (21 713)  (21 982)  (20 485)  (16 775)  (6 589) – 

Non-current assets  515 590  459 963  429 998  421 074  242 096  189 959 

Current assets  1 481 342  1 442 081  1 246 001  1 463 245  1 149 138  951 613 

Equity attributable to equity holders 

of the parent  727 702  667 879  575 863  654 707  537 744  448 846 

Non-controlling interest  42 677  50 900  46 536  23 576  14 852  12 505 

Non-current liabilities  97 463  73 360  102 547  83 258  65 518  50 880 

Current liabilities  1 129 090  1 109 905  951 053  1 122 778  773 120  629 341 

Net cash (outflow)/inflow 

from operating activities  (100 897)  196 079 151 670  32 298  (3 626)  52 207 

Net cash outflow from investing 

activities  (46 000)  (53 454)  (63 834)  (208 384)  (60 334)  (54 382)

Net cash (outflow)/inflow  

from financing activities  (15 036)  (13 391)  (4 754)  53 799  24 896  40 740 

Cash net of short-term borrowings  83 219  239 834  95 061  34 179  141 392  172 251 

Cash net of short and long-term 

borrowings  48 120  185 998  36 220  (31 936)  98 014  129 356 

In US cents

Headline earnings per share 24 17 36  46  41  27 

Underlying earnings per share 38 30 33  47  39  ** 

Basic earnings per share 23 17 34  45  40  27 

Net tangible asset value per share  159  153 113  177  220  207 
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2011 2010 2009 2008 2007 2006

Summary of statistics

Ratios

Return on total assets 5,3% 4,0% 5,4% 6,6% 7,2% 6,1%

Return on capital employed 12,1% 9,6% 12,6% 15,9% 16,3% 13,5%

Return on ordinary shareholders’ funds 12,3% 8,3% 11,0% 16,6% 16,9% 14,3%

Debt/equity ratio  0,13:1  0,11:1  0,18:1  0,13:1  0,12:1  0,11:1 

Current ratio  1,3:1  1,3:1  1,3:1  1,3:1 1,5:1 1,5:1

EBITDA margin 3,3% 2,9% 3,0% 3,8% 3,8% 3,1%

Operating profit margin 2,4% 2,0% 2,0% 3,1% 3,2% 2,6%

Interest cover  6,5  3,4  4,0  4,6  5,2  6,0 

Percentage change in SA 

consumer price index  3,7  5,7  8,6  6,1  4,6  3,4 

Stock exchange performance (R)

Total number of shares traded (‘000)  101 941  113 195  121 672  154 763  94 326  74 667 

Total number of shares traded as 

a percentage of total shares 54,9% 64,2% 69,3% 91,5% 60,7% 51,0%

Total value of shares traded (R’million)  3 422  2 422  2 696  5 626  2 725  1 202 

Prices (cents)

Closing  3 576  3 074  1 230  3 200  3 360  2 200 

High  3 848  3 295  3 250  4 495  3 675  2 350 

Low  2 720  1 042  1 220  2 500  2 125  867 

Market capitalisation (R’million)  6 637  5 604  2 159  5 415  5 208  3 220 

P:E ratio relative to underlying earnings  13  13  4  10  12  ** 

Shares issued

Issued (million) 186 182 176  169  155  146 

Weighted average (million) 184 177 174  166  150  142 

Employees

Number of employees at end of year  4 836  4 126  4 105  3 765  3 084  2 440 

Average number of employees  4 481  4 116  3 595  3 425  2 954  2 336 

Operating profit per average employee 

($’000)  23  18  24  36  34  30 

Gross assets per employee ($’000)  413  461  408  500  451  468 

Exchange rates

Rand/$ income statement translation 

rate 7,2 7,9 8,7  7,1  7,0  6,4 

Rand/$ balance sheet translation rate 7,0 7,6 10,1  7,7  7,2  6,2 

Notes:
 * 2011, 2010, 2009 includes the results of Analysys Mason and Intact.
 ** This has not been calculated for earlier years due to a lack of relevant information.
 –  Net tangible asset value per share is calculated on net asset value exclusive of intangible assets and capitalised development costs and the number of shares 

in issue at the end of the financial period.
 – Detailed segmental information is set out in note 31 of the annual financial statements on pages 156 to 159.
 – Return on total assets is calculated utilising operating profit.
 – Return on capital employed is calculated utilising profit before goodwill adjustment/impairment and total shareholders’ funds and non-current liabilities.
 – Return on ordinary shareholders’ funds is calculated utilising profit before goodwill adjustment/impairment and after net finance costs.
 – Debt includes all long-term liabilities including amounts due to vendors of a long-term nature.
 – The SA consumer price index is sourced from The Standard Bank of South Africa Limited.
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INTEGRATED REPORT 

Jens Montanana (CEO) (left)

Ivan Dittrich (CFO) (right)

Datatec is pleased to present its first integrated report to stakeholders.
The report has been prepared in line with the recommendations of the King III Code and 

its format and content are based on the discussion paper issued in January 2011 by the 

Integrated Reporting Committee for South Africa.

Datatec Limited (the “Company”) is a South African company which owns subsidiary 

companies throughout the world. The Company and its subsidiaries together constitute 

the Datatec Group (the “Group”). This integrated report covers the operations and 

activities of the Datatec Group and is set out on pages 14 to 85.

The Group’s annual financial statements for the year ended 28  February 2011, set 

out on pages 105 to 177, are prepared in accordance with International Financial 

Reporting Standards, the Companies Act of South Africa and incorporate transparent 

and responsible disclosure together with appropriate accounting policies. Although they 

are not part of the integrated report the scope of the entity being reported on, Datatec 

Group, is the same and the integrated report may be read in conjunction with the annual 

financial statements and cross referenced to them.

The Board of Directors acknowledges its responsibility to ensure the integrity of 

the integrated report. In the opinion of the Board the integrated report addresses all 

material issues of which it is aware and presents fairly the integrated performance of the 

organisation and its impact on stakeholders. The Board has authorised the integrated 

report to be presented as part of the 2011 annual report when it is dispatched to 

shareholders and posted on the Company’s website.
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OVERVIEW OF THE BUSINESS AND GOVERNANCE 

Investment case
Datatec offers shareholders an opportunity to invest in a leading international ICT group that 

is uniquely positioned to take advantage of advances in networking, information security and 

unified communications technologies. The spread of business activities across distribution, 

ICT solutions and consulting services provides the group with multiple points of entry to the 

global ICT market, and acts as a defensive hedge against the decline of any one vendor, 

geography or technology in a fast consolidating and dynamic market. The group has a 

strong operational management team, with considerable experience in the international 

ICT industry, and a successful track record of delivering organic and acquisition-led growth. 

Business philosophy
Our business philosophy has its roots in an entrepreneurial culture. We strive to be ethical, 

honest, socially responsible and acceptable corporate citizens to all our stakeholders and to 

be an employer of choice, attracting, developing and retaining talented people. We value 

business partnerships and we work towards creating shareholder value by developing a best-

in-class portfolio of actively managed businesses operating in the high-value, fast-growing 

sectors of the ICT market.

2011 results
In this our 25th anniversary year we are delighted to be able to report on a very strong 

financial performance with results ahead of previous guidance.

Despite an environment which remained challenging in many markets, our focus on operational 

performance has meant that we have been able to increase revenues and expand margins 

resulting in the bottom line growing at twice the rate of increase in revenues.

Revenue and profitability continued to improve in all of the Group’s divisions. Overall gross 

margins have expanded from 13,3% to 13,9% and improved in all of our divisions. EBITDA 

increased by 31% to over $142 million and underlying* earnings per share increased by 

25% to 37,9 US cents.

These growth rates are attributed to our global diversification and defensive business mix 

which has provided us with a robust business model in a difficult economic environment. 

Better internal execution and a more responsive supply chain have enabled us to recover 

much faster in an improving global market and this year we expect to reach new revenue, 

EBITDA and EPS highs. 

The Group generated revenues of $4,3 billion, up 15% (2010: $3,7 billion). Organic 

growth was 12% and overall gross margins expanded to 13,9% (2010: 13,3%). The Group 

continues to benefit strongly from operational leverage, with EBITDA increasing faster than 

revenues. 

Of the $4,3 billion revenues, some 74% came from Distribution (Westcon); 19% from ICT 

Solutions (Logicalis product sales) and 7% was attributable to revenues derived from Services 

(Logicalis and Consulting services). Encouragingly there is an increased profit contribution 

from the Group’s ICT Solutions segment, which now contributes 26% of gross profit.
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OVERVIEW OF THE BUSINESS AND GOVERNANCE 
continued

Positioning of the Group
Datatec is creating shareholder value through actively managing its complementary but 
standalone businesses. In addition to the allocation of capital and financing resources 
for each activity, the central team supports each division’s growth strategies, providing 
corporate opportunities, market and sector intelligence plus geographical and industry 
expertise.

Revenue and gross profit by business stream

74%

7%19%
18%

26%

56%

REVENUE 2011 GROSS PROFIT 2011

 Distribution: US$3 184 million  Distribution: US$334 million

 ICT solutions: US$815 million  ICT solutions: US$156 million

 Services: US$304 million  Services: US$108 million

Value creation
Inherent in Datatec’s strategy is the creation of value. Value creation for stakeholders 
in purely financial terms is readily measurable and is recorded in the following value 
added statement. Of equal importance though are the ways Datatec adds value to the 
sustainable development of its customers, employees and other stakeholders including the 
communities in which it operates in ways which are less readily represented in financial 
terms.

During 2011, Datatec added  $527 million of value (2010: $413 million) which was distributed 
among key stakeholders as shown below:

% (2010: 77%) of the value created was distributed to employees in the form of 
salaries, wages and benefits. It should be noted that this element represents the gross 
payments to employees. Employee tax and social taxes are deducted from this in 
accordance with the laws of the jurisdictions in which the employees are employed 
and remitted to the governments concerned in a secondary distribution of the value 
generated from Datatec’s operations.
5% (2010: 4%) of the value created was distributed directly to governments in the 
jurisdictions in which the Group operates.
% (2010: 3%) of the value created was distributed to the Group’s providers of loan 

capital in the form of interest payments.
% (2010: 16%) of the value added during 2011 was retained in the Group for 

reinvestment to sustain and expand the business.
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Value added statement
for the year ended 28 February 2011

2011

US$’000

2010

US$’000

Revenue  4 302 972  3 738 026 

Other income not included in revenue:

Interest received  6 030  3 904 

Less: Paid to suppliers for materials and services  (3 781 547)  (3 328 630)

Total value added  527 455  413 300 

Distributed as follows:

Employees

Salaries, wages and benefits  403 956  316 478 

Providers of capital

Financing costs  16 210  13 478 

Government

Taxation – current  26 540  16 135 

Total value distributed  446 706  346 091 

Portion of value reinvested to sustain and expand the business

Depreciation and amortisation  37 205  32 570 

Deferred taxation  5 698  6 330 

Non-controlling interests  (4 047)  (1 665)

Equity holders of the parent  41 893  29 974 

Total value distributed and reinvested  527 455  413 300 

4%3%

77%

16%5%
3%

77%

15%
 Employees

Providers of capital

Government

Reinvested in the Group

2011 2010
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The Board  
The Board of Directors is the Group’s governing body. At 28 February 2011, the Board consisted of eight directors, two being 

executive directors and six non-executive directors who are independent as defined in the JSE Listings Requirements. 

Overview of corporate governance structure 
 In the opinion of the Board, good corporate governance is fundamental to the relationship between the Company and its 

stakeholders. The Group is fully committed to the principles of openness, integrity, accountability and sustainability, which are 

essential for good corporate governance, in its interactions with shareholders and all other stakeholders. All directors endorse the 

King III Code. In addition, the Board has adopted the principles of corporate governance contained in the Combined Code on 

Corporate Governance issued in 2006 by the UK Financial Reporting Council (the “Combined Code”) for UK companies. 

Throughout the year ended 28 February 2011 and up to the date of approval of this integrated report and annual financial 

statements, the principles articulated in the King III Code have been applied or, if not applied, explanations are noted in the 

appropriate section of the Group’s integrated report. In addition the Company complied with the provisions set out in Section 1 of 

the Combined Code during that period.

The Group’s corporate governance structure is represented in the diagram below:

Corporate governance

Shareholders

Board of Directors

Nomination

Committee

Remuneration

Committee

Audit, Risk and

Compliance Committee

Executive directors – CEO and CFO

Strategy – Budget – Risk management

Divisional group boards (Westcon, 

Logicalis, Consulting Services)

Financial reporting and 

compliance committees

Assurance

Provided by:

– External audit

– Internal audit

–  Other  

independent 

insurance  
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The non-executive directors draw on their experience, skills and business acumen to ensure impartial and objective viewpoints in 

decision-making processes and standards of conduct. The directors consider the mix of technical, entrepreneurial, financial and 

business skills of the directors to be balanced, thus enhancing the effectiveness of the Board. 

Stephen Davidson is non-executive Chairman and Jens Montanana is the Chief Executive Officer. The separation of these two roles 

ensures a balance of authority and precludes any one director from exercising unfettered powers of decision making. Nick Temple 

is the senior independent non-executive director.

The Board formally evaluates the independence of the non-executive directors annually having due regard to the relevant factors 

which might impair independence. The result of the evaluation during the year under review is that the Board considered all its 

non-executive directors to be independent. The evaluation had particular regard to the fact that Chris Seabrooke has served on the 

board for more than nine years but the Board was of the unanimous opinion that this fact did not compromise his independence in 

any way and noted that his input to Board meetings clearly demonstrates his continuing independence. 

The Board retains full and effective control over the Group and monitors the executive management and decisions in the subsidiary 

companies. The Board’s responsibilities include: the adoption of strategic plans; monitoring of operational performance and 

management; determination of policy and processes to ensure the integrity of the Group’s risk management and internal controls; 

communications policy; and director selection, orientation and evaluation. The responsibilities of the Board are set out in full in its 

Charter, a copy of which is included as an appendix to this report on pages 78 to 80. The Charter was comprehensively reviewed 

and updated in the light of the King III Code and the new Companies Act of 2008. The directors are of the opinion that they have 

adhered to the terms of reference set out in the Board Charter for the financial year ended 28 February 2011.

To fulfil their responsibilities adequately, directors have unrestricted access to timely financial and other information, records and 

documents relating to the Group. During the year, the Board received presentations from the management teams of its major 

subsidiaries enabling it to explore specific issues and developments in greater depth. Directors are provided with guidelines 

regarding their duties and responsibilities as directors and a formal orientation programme has been established to familiarise 

incoming directors with information about the Group’s business, competitive posture and strategic plans and objectives.

At the request of the Group, our American director, John McCartney, continues to fill the role of non-executive director of Westcon 

Group, Inc. in New York and is separately remunerated for those services. The Board has determined that this does not in any way 

impinge on his independence on the Datatec Board. 

The Board reviews its own performance and that of its committees annually by means of questionnaires completed by individual 

directors and discussed at Board and committee meetings. These appraisals enable the Board to evaluate its performance objectively 

and to determine that it is operating effectively under the terms of reference set down in its Charter.

Under the Company’s articles of association a third of the directors retire by rotation each year and are eligible for re-election by 

shareholders at the Annual General Meeting. At the 2011 Annual General Meeting, Mr Davidson, Mr Montanana and Mr Temple 

will retire by rotation and, being eligible, will offer themselves for re-election. On behalf of the Board, the senior independent 

non-executive director confirms that on the basis of the annual evaluation of the Chairman, the performance and commitment of 

Mr Davidson throughout his period of office have been highly satisfactory. On behalf of the Board, the Chairman confirms that on 

the basis of the annual evaluation of the Board and of the performance of individual directors, the performance and commitment 

of both Mr Montanana and Mr Temple throughout their periods of office have been highly satisfactory. 

The Board unanimously recommends the reappointment of Mr Davidson, Mr Montanana and Mr Temple and recommends 
shareholders vote in favour of their reappointment at the Annual General Meeting.
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Jens Montanana Chief Executive Officer

Age: 50 (British) 

Date of appointment: 6 October 1994 

Jens is the founder and principal architect of Datatec, established in 1986. Between 

1989 and 1993 Jens served as managing director and vice-president of US Robotics (UK) 

Limited, a wholly owned subsidiary of US Robotics Inc. which was acquired by 3Com. 

In 1993 he co-founded US start-up Xedia Corporation in Boston, MA, an early pioneer 

of network switching and one of the market leaders in IP bandwidth management, which 

was subsequently sold to Lucent Corporation. In 1994 Jens became Chairman and 

Chief Executive Officer (“CEO”) of Datatec which listed on the JSE Limited in November 

1994 and on the Alternative Investment Market of the London Stock Exchange in 2006. 

Jens is also Chairman of the 100% owned subsidiary company Logicalis, a role he 

assumed in March 2007. He has previously served on the boards and subcommittees of 

various public companies, and currently serves as chairman of Corero plc, an AIM listed 

software security business.

Ivan Dittrich Chief Financial Officer

Age: 38 (South African) 

Date of appointment: 1 March 2008 

Ivan is a chartered accountant and has been with Datatec for the past 12 years. Ivan 

was appointed as Group Finance Director on 1 May 2008. Previously, he was Group 

Corporate Director and Group Company Secretary for five years, as well as Corporate 

Finance Manager. Ivan successfully managed the Group’s dual listing in London during 

2006. Prior to joining Datatec, Ivan worked for PricewaterhouseCoopers in London.

Stephen Davidson Independent non-executive chairman

Age: 55 (British) 

Date of appointment: 1 February 2007 

Stephen Davidson is Chairman of Datatec Limited, Enteraction TV Limited, Digital 

Marketing Group plc and Mecom Group plc. He is also a non-executive director of 

Inmarsat plc and EBT Mobile China plc. 

Chris Seabrooke Independent non-executive director

Age: 58 (South African) 

Date of appointment: 6 October 1994 

Chris has over the years been a director of over 20 stock exchange-listed companies. He 

is currently CEO of Sabvest Limited, chairman of Metrofile Holdings Limited and deputy 

chairman of Massmart Holdings Limited. He is also a director of Net1 UEPS Technologies 

Inc. (Nasdaq/JSE) and Brait SA (Luxembourg/ JSE). He is a former chairman of the South 

African State Theatre and former deputy chairman of the inaugural board of the National 

Arts Council of South Africa.

OVERVIEW OF THE BUSINESS AND GOVERNANCE 
continued
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John McCartney Independent non-executive director

Age: 58 (American) 

Date of appointment: 16 July 2007 

John was previously a non-executive director of Datatec from 11 May 1998 to 

30 September 2002 and was reappointed in July 2007. John was formerly president 

and chief operating officer for US Robotics which he joined in 1984, as well as 

president of 3Com Corporation’s Client Access Unit. John serves on the boards of Huron 

Consulting Group (chairman), AM Castle Corporation and Covance, Inc., and is also 

a non-executive director of Westcon Group and a member of Westcon’s Financial 

Reporting and Compliance Committee.

Professor Wiseman Nkuhlu  Independent non-executive director

Age: 67 (South African) 

Date of appointment: 1 September 2006 

Prof Wiseman Nkuhlu is the president of the International Organisation of Employers, 

chancellor of the University of Pretoria, chairman of N M Rothschild & Sons (SA), and 

a director of AngloGold Ashanti Limited. He is chairman of the Audit and Corporate 

Governance Committee and a member of the Risk and Information Integrity Committee 

of AngloGold Ashanti Limited.

 He served as economic adviser of the President of the Republic of South Africa, 

T M Mbeki and as chief executive of the Secretariat of New Partnership for Africa’s 

Development (“NEPAD”) from October 2000 to July 2005. He played a major role in the 

elaboration of NEPAD policy framework and in promoting the programme both in Africa 

and internationally. 

Nick Temple  Independent non-executive director

Age: 63 (British) 

Date of appointment: 1 October 2002 

Nick has had a distinguished career at IBM, serving for 30 years in various positions 

around the world. He was one of IBM’s most senior international executives. He currently 

serves as a director of a number of LSE-listed companies including DataCash and 

4imprint. Nick is also the chairman of a number of privately owned companies.

Funke Ighodaro  Independent non-executive director

Age: 48 (Nigerian/British) 

Date of appointment: 1 September 2010 

Funke is currently the chief financial officer of Tiger Brands Limited. She was previously 

CFO of the Primedia Group, a position she held for 10 years. Prior to this, she was 

an executive director of Kagiso Trust Investment Company Limited and worked in the 

corporate finance division of Standard Corporate and Merchant Bank. Funke qualified 

as a Chartered Accountant with PriceWaterhouse London, where she spent a total of 

10 years in audit and tax and is a Fellow of the Institute of Chartered Accountants in 

England and Wales.

p
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OVERVIEW OF THE BUSINESS AND GOVERNANCE 
continued

Also at the 2011 Annual General Meeting a resolution to ratify the appointment of Ms Ighodaro as a director will be proposed.  
On behalf of the Board, the Chairman confirms that on the basis of the annual evaluation of the Board and of the performance of 
individual directors, the performance and commitment of Ms Ighodaro throughout her period of office have been highly satisfactory.

The Board therefore unanimously recommends the ratification of the appointment of Ms Ighodaro and recommends shareholders 
vote in favour of her ratification as a director at the Annual General Meeting.

Directors’ attendance at Board meetings during the 2011 financial year and subsequently to the date of this report

 10 March

2010

11 May

2010

20 July

2010

11 August

2010

12 October

2010

9 February

2011

9 March

2011

10 May

2011

 Scheduled Scheduled Scheduled Scheduled Scheduled Scheduled Scheduled Scheduled

S J Davidson P P P P P P P P

I P Dittrich P P P P P P P P

O Ighodaro n/a n/a n/a n/a P P P P

J F McCartney P P P P P P P P

J P Montanana P P P P P P P P

L W Nkuhlu P P P P P P P P

C S Seabrooke P P P P P P P P

N J Temple P P P A P P P P

(P = present; A = absent; n/a = not a member of the Board at the time)

The Board has established three committees to assist it with its duties:

Audit, Risk and Compliance Committee
The Audit, Risk and Compliance Committee comprises three independent non-executive directors:

 Funke Ighodaro

The committee considers its chairman, Mr Seabrooke, to be designated the financially qualified member. The financial qualifications 
of the committee members are: 

Chris Seabrooke – Bachelor of Commerce and Bachelor of Accountancy degrees from Natal University, an MBA from the 
University of the Witwatersrand and a Fellow of the UK Institute of Cost and Management Accountants (“FCMA”).

Funke Ighodaro – Fellow of the Institute of Chartered Accountants in England and Wales (“FCA”)

Wiseman Nkuhlu – Bachelor of Commerce degree from the University of Fort Hare, Chartered Accountant (South Africa), MBA 
from the University of New York.

The chairman of the Company, Mr Davidson, served as one of the committee members until 31 August 2010 when Ms Ighodaro 
replaced him on the committee. He continues to attend Audit, Risk and Compliance Committee meetings as an invitee as his 
contribution and his wide experience and qualifications are valued by the committee which considers that his involvement as an 
invitee improves the level of governance in the Company overall.
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The committee operates within defined terms of reference as set out in its Charter and authority granted to it by the Board and 
meets at least three times a year, when the external auditors, the internal auditors, the Company Chairman (as noted above), Chief 
Executive Officer and the Chief Financial Officer are invited to attend. The external and internal auditors have unrestricted access 
to the Audit, Risk and Compliance Committee and meet with the committee members, without management present, at least once 
a year.

The committee reviews its performance annually by means of questionnaires completed by individual committee members and 
attendees which are then discussed at Board and committee meetings. These appraisals enable the committee to evaluate its 
effectiveness objectively and to conclude that it is operating effectively under the terms of reference set down in its Charter.

The committee is satisfied that it has met its responsibilities for the year under review and to the date of this report with respect to 
its terms of reference. The committee’s Charter is available on the Group’s website (www.datatec.co.za) or from the Company 
Secretary. Furthermore the committee is satisfied that it has complied with its legal and regulatory responsibilities throughout that 
period.

Directors’ attendance at Audit, Risk and Compliance Committee meetings during the 2011 financial year and subsequently 

to the date of this report.

 10 March

2010

10 May

2010

11 October

2010

9 March

2011

9 May

2011

 Scheduled Scheduled Scheduled Scheduled Scheduled

C S Seabrooke P P P P P

S J Davidson P P n/a n/a n/a

O Ighodaro n/a n/a P P P

L W Nkuhlu P P P P A

(P = Present; n/a = not a member of the committee at the time; A = Absent)

The principal functions of the committee are: to review the annual financial statements, the half-yearly results announcement and 
other financial reports; monitor the effectiveness of internal controls and comment on the state of the internal control environment (see 
later in this report); assess the risks facing the business and review the Group’s risk management procedures; discuss the findings and 
recommendations of the internal and external auditors; review the internal and external audit plans; and to review the effectiveness 
of the internal and external auditors. The chairman of the committee reports on the committee’s activities at each Board meeting.

Datatec’s operating subsidiary companies have financial review and compliance committees, chaired by the Datatec CEO. Full 
reports from these sub-committees are submitted to the Datatec Audit, Risk and Compliance Committee which retains all the functions 
of an audit committee in respect of these subsidiaries. The chairman of the Audit, Risk and Compliance Committee is invited to 
attend the subcommittee meetings.

The Audit, Risk and Compliance Committee reviews the operation of the Group’s internal audit function (described in more detail 
later in this report) and annually reviews the internal audit charter and recommends it to the Board.

The Audit, Risk and Compliance Committee is responsible for selecting the external auditor and recommending its appointment to 
the shareholders. The committee monitors the external auditor as described in more detail later in this report.

As required by the JSE Listings Requirements, the Audit, Risk and Compliance Committee annually considers and satisfies itself of 
the appropriateness of the expertise and experience of the Chief Financial Officer. Furthermore, the committee considers annually 
the appropriateness of  the expertise and adequacy of resources of the Group’s finance function and the experience of senior 
management responsible for the finance function. For the year under review the committee has satisfied itself on this point.



24
Datatec Annual Report 2011

OVERVIEW OF THE BUSINESS AND GOVERNANCE 
continued

The committee assists the Board in reviewing the risk management process and significant risks facing the Group. The committee 
sets the Group’s risk strategy in liaison with the executive directors and senior management, making use of generally recognised 
risk management and internal control models and frameworks in order to maintain a sound system of risk management and internal 
control as described later in this report.

The committee identifies and monitors, at least annually, key performance indicators and key risks, including operational, physical, 
human resources, technology, continuity, credit, market and compliance risks.

The chairman of the Audit, Risk and Compliance Committee will be available at the Annual General Meeting to answer queries 
about the work of the committee.

Remuneration Committee
The Remuneration Committee operates under terms defined in its Charter, which has been approved by the Board and can be 
obtained from the Company’s website: www.datatec-group.com. The role of the committee is to assist the Board to ensure that the 
Company remunerates directors and executives fairly and responsibly in alignment with the creation of long-term shareholder value 
and to ensure that the disclosure of director and senior management remuneration is accurate, complete and transparent.

The committee must perform all the functions necessary to fulfil its role including the following: 

promote the achievement of strategic objectives and encourage individual performance;

annual performance-based bonuses, share incentives and pensions ensuring that the mix of these remuneration elements meets 
the Company’s needs and strategic objectives; 

and review the outcomes of the implementation of the remuneration policy for whether the set objectives are being achieved;

responsibly, rewarded for their individual contributions and performance;

companies when relevant;

satisfy itself as to the accuracy of recorded performance measures that govern the vesting of incentives;

of the rules;

The Remuneration Committee employs the services of specialist consultants in the field of executive remuneration to assist it when 
necessary. The consultants who have been retained in this role to date are Towers Watson and PricewaterhouseCoopers.

The composition of the Remuneration Committee during the 2011 financial year was:
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The Remuneration Committee’s meetings during the 2011 financial year and subsequently to the date of this report, together 

with the attendance of the committee members is as follows:

 11 May

2010

20 July

2010

12 October

2010

9 February

2011

10 May

2011

 Scheduled Scheduled Scheduled Scheduled Scheduled

S J Davidson P P P P P

J F McCartney P P P P P

C S Seabrooke P P P P P

N J Temple P P P P P

(P = Present)

The Board has elected not to apply the King III recommendation that the Chairman of the Board should not also chair the 
Remuneration Committee.

The Board is of the view that the Company’s corporate governance and the effectiveness of the Remuneration Committee are best 
served by the Board Chairman also chairing the Remuneration Committee in view of the high level of ongoing interaction between 
the Chairman and the CEO and the resultant comprehensive knowledge of the Group’s executives and their performance by the 
Chairman. 

During the year ended 28 February 2011, the Remuneration Committee worked on the following specific matters in addition to its 
normal annual programme:

the performance conditions

These matters are all explained in detail later in the remuneration section of the report on pages 60 to 75.

The Chief Executive Officer and the Chief Financial Officer may be invited to attend meetings of the Remuneration Committee but 
neither may take part in any discussions regarding their own remuneration. External advisers are used to provide information and 
advice as required.

Nomination Committee
The Nomination Committee currently consists of the following independent non-executive directors:

The committee operates within defined terms of reference as set out in its Charter, and authority granted to it by the Board and meets 
at least once a year. The Chief Executive Officer and Chief Financial Officer may be invited to attend these meetings, but neither 
may take any part in decisions regarding their own succession. The committee is satisfied that it has met its responsibilities for the year 
with respect to its terms of reference. The committee’s Charter is available on the Group’s website (www.datatec-group.com) or from 
the Company Secretary.  The committee is responsible for making recommendations to the Board regarding the appointment of new 
executive and non-executive directors and makes recommendations on the composition of the Board generally. The committee ensures 
that director appointments are formal and transparent and oversees succession planning for the Board and senior management. 

The chairman of the committee reports on the committee’s activities at each Board meeting. The chairman of the committee will be 
available at the Annual General Meeting to answer questions about the committee’s work.
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OVERVIEW OF THE BUSINESS AND GOVERNANCE 
continued

Directors’ attendances at Nomination Committee meetings during the 2011 financial year and subsequent meetings to date 

of this report.

11 May 

2010

12 October 

2010

9 February

2011

Scheduled Scheduled Scheduled

S J Davidson P P P

J F McCartney P P P

C S Seabrooke P P P

N J Temple P P P

(P = Present)

Social and ethics committee
The Board has noted the requirements for the establishment of a social and ethics committee under the new Companies Act. The 
Board intends to establish such a committee and draft its Charter during the financial year ending 29 February 2012.  It is intended 
that the committee will be chaired by Prof Nkuhlu and comprise in addition the CEO, Mr Montanana and CFO, Mr Dittrich.

Company Secretary
All directors have access to the advice and services of the Company Secretary and are entitled and authorised to seek independent 
and professional advice about affairs of the Group at the Group’s expense. The Company Secretary is responsible for the duties 
set out in section 88 of the Companies Act. Datatec Management Services (Pty) Limited, a South African company, is the legal 
entity which is the Company Secretary. This company is managed by Simon Morris. The certificate required to be signed in terms 
of subsection 88(2)(e) of the Act appears on page 106.

Risk management
The Board is responsible for the total process of risk management and has established an ongoing process for identifying, evaluating 
and managing the significant risks faced by the Group. The risk management process involves the identification of the key risks 
facing the business and the implementation of controls to mitigate the risks where possible. The Board obtains assurance that 
the controls over the identified risks are operating effectively by means of external and internal assurance providers including 
the external auditors, internal auditors and other professional advisers as well as from management itself. During the 2011 
financial year the Board implemented a formal combined assurance framework in order to co-ordinate and monitor the provision 
of assurance, explained in detail on page 56. The Board sets the level of risk tolerance and limits of risk appetite for Datatec as 
part of its strategic direction of the Group. In evaluating the risk of acquiring new businesses and entering new geographies as 
well as directing the development of existing businesses, the Board takes a prudent approach to risk informed by many years of 
experience in the Group’s main business streams. The Board also draws on the experience of its non-executive directors in other 
fields of business in setting the Group’s approach to risk in a wider context. The Board is responsible for the total process of risk 
management and has established an ongoing process for identifying, evaluating and managing the significant risks faced by the 
Group. The Board and the Audit, Risk and Compliance Committee monitor risk management activities as a standard item on their 
agendas and actively participate in discussions around risk topics raised.

Each of the significant subsidiaries of Datatec regularly reviews their strategic risks and has followed a consistent approach by 
identifying and prioritising high-risk areas according to standard risk rating guidelines based on impact and likelihood. Impact 
ratings are broadly defined in terms of the following assessment criteria: financial thresholds; operational impacts; regulatory 
compliance; customer and community impacts; employee impacts and reputational impacts. Similarly, likelihood ratings are defined 
in terms of the overall likelihood of a risk materialising. These criteria form the basis for allocating ratings that prioritise risks on a 
“risk map” grid with low impact, low probability risks at the bottom left hand corner and high impact, high probability risks at the 
top right hand corner. Each subsidiary group maintains a record of its risk assessment in the form of a “risk register” and Datatec 
also maintains a Group-level register. The risk registers and risk maps are reviewed twice a year by the financial reporting and 
compliance committees of the subsidiary divisions and by the Audit Risk and Compliance Committee.
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High-risk areas are further analysed to identify potential root causes. This allows Datatec to better understand the contexts within 
which risks occur and identify probable areas for risk mitigation and organisational control. Risks across all aspects of the Group’s 
sphere of operations are considered including financial, market, political, and operational risks as well as social, ethical and 
environmental risks.

Mitigating controls and associated monitoring/assurance activities have been identified for each high-risk area. In addition, 
responsible executive level staff members are assigned to monitor and manage specific risk areas on behalf of the Group on an 
ongoing basis. During the year ended 28 February 2011, the Group implemented a combined assurance framework to ensure 
these assurance activities are properly co-ordinated and therefore that adequate assurance is obtained that the controls in place 
over the identified risks are operating effectively. The combined assurance approach is explained further below.

Simon Morris, Group Corporate Director and Company Secretary, is also the Chief Risk Officer.

The Group reports annually on key risk areas identified by the risk assessment processes described above – see pages 56 to 59.

Financial and internal control
The Board has applied Principle C.2 of the Combined Code in its approach to risk management and internal control throughout 
the financial year under review and up to the date of approval of the annual report and accounts in accordance with the revised 
guidance. The Group’s internal control and accounting systems are designed to provide reasonable, but not absolute, assurance 
as to the integrity and reliability of the financial information and to safeguard, verify and maintain accountability of its revenues and 
assets. These controls are implemented and maintained by skilled Company personnel.

In accordance with Provision C.2.1 of the Combined Code, the Board is able to report that procedures are in place for monitoring 
and evaluating the effectiveness of the internal controls. These procedures, incorporating internal and external assurance providers, 
are co-ordinated and assessed by the combined assurance framework introduced during the financial year under review which is 
described in more detail below.

Local management is required to complete and submit control self-assessment programmes annually and management is monitored 
against internal control norms in all Group companies. Action is taken where ratings are considered to be inadequate. Ratings are 
also reviewed by the Audit, Risk and Compliance Committee.

In addition, there are documented and tested procedures in the major subsidiaries which will allow these subsidiaries to continue 
their critical business processes in the event of a disastrous incident impacting their activities. Such documented procedures are 
reviewed annually and, where weaknesses are identified, the relevant subsidiaries are required to rectify them.

The governance of information technology
The Board has ensured that the governance of IT is firmly embedded in its risk management culture by identifying IT risk as one of 
the risks to be managed across all operations (in addition to those identified by divisional management) with controls and assurance 
provision to be maintained and reviewed in the same way as for other risks. The Board has added a review of IT governance 
procedures operated by the Group’s major divisions to its annual timetable so that it may carry out its IT-governance role.

The Board’s review of IT governance procedures includes summary analysis of:

Management reporting
The Group has established management reporting disciplines which include the preparation of annual budgets by operating 
entities. Monthly results and the financial status of operating entities are reported against approved budgets. Profit projections 
and cash flow forecasts are reviewed regularly, while working capital, borrowing facilities and bank covenant compliance are 
monitored on an ongoing basis. All financial reporting by the Group including external financial reporting and internal management 
reporting is generated from the same financial systems which are subject to the internal controls and risk management procedures 
described above.
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Compliance framework and processes
Each division manages compliance with relevant laws and regulations which the Audit Risk and Compliance Committee has 
divided into the following broad categories for the purposes of monitoring compliance. These are considered to be the main 
themes/classes of legislation which contain the biggest risk to Datatec in the event of breach.

 Import regulations – including duty and VAT

Each category is considered in the risk assessment process and, if appropriate, the risk is recorded on the risk register and managed 
in accordance with the risk management procedures outlined above. The operating divisions’ financial reporting and compliance 
committees report on each category of legislation above, noting whether any breaches of compliance have been identified. 

Organisational integrity and ethics
The Group operates on a basis of decentralised management across numerous countries and a Code of Ethics has been approved 
by the directors and has been implemented through the Group. All employees are required to maintain the highest level of ethical 
standards in ensuring that the Group’s business practices are conducted in a manner that, in all circumstances, is above reproach. 
The directors believe that the required ethical standards have been met during the year under review.

Datatec maintains a performance-driven culture of full disclosure and transparency in which individual employees assume 
responsibility for the actions of the business. The integrity of new appointees is assessed in the selection and promotion process and 
the basis of ethical conduct as set out in the Code of Ethics is entrenched in the Company culture.

All employees of the Group have been notified of a “whistle-blowing hotline” telephone number which is available to call to report 
anonymously any matter of concern. Any matter reported in this way is referred to the Audit, Risk and Compliance Committee which 
has in place a documented procedure for handling complaints made via the whistle-blowing hotline or in any other way. 

No significant matters were reported on the whistle-blowing hotline during the year under review.

Management assurance
Management assurance forms part of the Group’s combined assurance framework that is explained on page 56. The Board obtains 
a formal letter of assurance annually from each of its subsidiary divisions (supported by similar representations from the divisions’ 
own subsidiaries) which provides the Board with assurance over the operation of the risk management processes described above, 
including the operation of internal controls over financial and IT risks, compliance with legislation, and their ethical and sustainable 
management of the business.
 
Share dealings
The Company has a share dealing code to regulate dealings by its directors and applicable employees in the Company’s shares.

No Group director or employee may deal, directly or indirectly, in Datatec shares or derivative financial instruments on the basis of 
previously unpublished, price-sensitive information.

Restrictions are imposed upon directors and senior management in the trading of Datatec shares and upon all employees regarding 
the exercising of Datatec share-based incentives during certain “closed periods”. In light of the JSE Listings Requirements, the insider 
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trading laws and good corporate governance, the Datatec Remuneration Committee 
has advised that employees are not permitted to exercise their share options during 
closed periods or when in possession of unpublished price-sensitive or inside information 
relating to Datatec. The closed periods include the periods between Datatec’s interim 
and financial year-end reporting times and the dates on which the relevant results are 
published, and any time when Datatec is trading under a cautionary announcement.

Employees may nonetheless on application, and at the sole discretion of the directors, 
be allowed to exercise their share options while Datatec is trading under a cautionary 
announcement provided that the JSE Listings Requirements and the relevant insider trading 
laws permit the exercise of options at the relevant time. Employees exercising their options 
in these circumstances will be required to sign a declaration confirming that they are not 
in possession of unpublished price-sensitive or inside information relating to Datatec.

Investor relations and shareholder communication
Datatec is committed to providing timely, transparent and full disclosure to all its 
stakeholders on both financial and non-financial matters. 

The Group maintains a dialogue with its institutional shareholders via a planned 
programme of communications headed by the Chief Executive Officer and the Chief 
Financial Officer together with nominated investor relations management. These activities 
include regular meetings and presentations to analysts, institutional investors and the 
media in South Africa and the UK, as well as meeting twice a year with institutional 
investors after the release of the Group’s interim and final results.

The Group’s website (www.datatec-group.com) provides current and historical financial 
and other information on the Group including formal announcements, presentations, 
webcasts as well as annual reports. Datatec also disseminates information to stakeholders 
who subscribe to the Group’s investor relations programme on the website. Press releases, 
announcements and notifications are distributed via email to subscribers as soon as they 
become publicly available.

Shareholders and their appointed representatives are encouraged to attend Datatec’s 
Annual General Meeting, to vote on the resolutions placed before the meeting and to 
conduct relevant discussions with the Group’s directors. As noted above, the chairmen of 
the Audit, Risk and Compliance Committee, Remuneration Committee and Nomination 
Committee attend the Annual General Meeting and are available to answer questions 
on the activities of the committees.
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WESTCON

“Dedicated people are at 

the very heart of Westcon’s 

success. Our teams create 

unique programmes and 

provide exceptional support 

to accelerate the business 

of global partners. Strong 

relationships at every level 

of the organisation enable 

Westcon to offer dedicated 

support tailored to our 

partners’ specific needs.  

It’s one of the reasons we’ve 

experienced such dramatic 

success over the past 

25 years – and one that will 

continue to drive our growth 

in years to come.”

Dean Douglas, Westcon President 

and CEO
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OPERATING ENVIRONMENT
THE POWER OF OUR PEOPLE
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Datatec’s three divisions give the Group exposure to three separate parts of the ICT supply chain particularly in the networking, 

information security and convergence technology areas and enable it to supply the leading hardware and software brands to its 

customers.

Each of Datatec Group’s three operating divisions now has a truly global reach enabling the Group to develop opportunities across 

many geographies and mitigating the risk of exposure to a single geographic region.

Datatec therefore operates widely within the global ICT market with a well diversified risk profile and with the opportunity to provide 

sustainable long term benefits to all its stakeholders: shareholders; employees; customers; suppliers and the communities in which 

it works.

The Group’s success and our performance over the last five years, indicate that our overall strategy of supporting decentralised, 

standalone business units mitigates the business risks that we face. Our managers are held accountable for the performance of their 

business units, which includes understanding and responding to the financial and operational risks they face.

The Board, however, recognises that some elements of risk management can be achieved only on an integrated basis and, as such, 

are controlled centrally. The Group’s risk management policies and procedures are summarised on pages 26 and 27.

The risk management process has identified certain key risks faced by the Group, some of which are summarised below. The risks 

identified below do not necessarily comprise all those affecting the Group and the risks listed are not set out in any particular order 

of priority. Additional risks and uncertainties not presently known to the Group or the directors or that the Group or the directors 

currently deem immaterial may also adversely affect the Group’s business or operations.

Key risks
Macroeconomic environment

The Group is exposed to the world’s developed and developing markets. If conditions worsen, the Group’s operations and 

reported results will be impacted. Encouragingly, the Group has seen an improvement in business conditions in most of the markets 

in which the Group operates. The Board believes that the Group’s divisional structure, multiple lines of business and geographic 

diversification will enable it to deliver a relatively resilient performance.

Financial risk related to financial instruments 

These risks include market risk (foreign exchange risk and interest rate risk), credit risk, liquidity risk and cash flow interest rate 

risk. The Group seeks to minimise the effects of these risks by using derivative financial instruments to hedge these risk exposures. 

While the Group utilises derivative financial instruments where appropriate, the Board cannot predict the effect of exchange rate 

fluctuations upon future operating results and there can be no assurance that exchange rate fluctuations will not have a material 

adverse effect on its business, operating results or financial condition. 

Dependence on key vendors

The Group is particularly dependent on certain vendors, particularly Cisco, whose product sales accounted for approximately 

49% of the Group’s revenue in 2011. If any one of the Group’s principal vendors, especially Cisco, terminates, fails to renew or 

materially adversely changes its agreement or arrangements with the Group, it could materially reduce the Group’s revenue and 

operating profit and thereby seriously harm the Group’s business, financial condition and results of operations.

Working capital 

The Group’s business is working capital intensive; this is particularly relevant for Westcon. Westcon’s working capital needs are 

utilised to finance accounts receivable and inventories. Westcon largely relies on revolving credit and vendor inventory purchase 

financing for its working capital needs. Typically, Westcon carries inventory quantities which are sufficient to enable it to promptly 

OPERATING ENVIRONMENT
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meet anticipated customer demand. Westcon maintains inventory levels based on its projections of future demand and market 

conditions. Any sudden decline in demand or technological change could cause it to have excess or obsolete inventories. If actual 

market conditions are more favourable than forecasts, additional inventory reserves may be required. While Westcon takes steps 

to mitigate this risk by including protective provisions in its purchase agreements with vendors, there can be no assurance that such 

risks will be obviated.

Management of future growth and acquisition risk

The Group’s planned growth strategy will continue to place additional demand on the Group’s management, customer support, 

administrative and technological resources. If the Group is unable to manage its growth effectively, its business operations or 

financial conditions may deteriorate. To date, the business of the Group has grown through acquisitions and through organic 

growth. The Group will continue to consider further acquisition opportunities. If the Group is unable to successfully integrate an 

acquired company or business, such acquisition could lead to disruptions to the business. If the operations or assimilation of an 

acquired business does not accord with the Group’s expectations, the Group may have to decrease the value attributed to the 

acquired business or realign the Group’s structure.

Payment discounts, product rebates and allowances

The Group receives significant benefits from purchase and prompt payment discounts, product rebates, allowances and other 

programmes from vendors based on various factors. A decrease in purchases and/or sales of a particular vendor’s products could 

negatively affect the amount of volume rebates the Group receives from such vendor. Because some purchase discounts, product 

rebates and allowances from vendors are based on percentage increases in purchases and/or sales of products, it may become 

more difficult for the Group to achieve the percentage growth in volume required for larger discounts due to the current size of its 

revenue base. In addition, vendors may exclude the Group from time-to-time from participation in some of their programmes.

Dependence on key personnel 

The Group’s future success depends largely upon the continued employment of its executive directors, senior management and key 

sales, technical and marketing personnel. Certain of its key employees have personal relationships with principal vendors and 

customers which are particularly important to the business of the Group. The executive directors, senior management team 

and key technical personnel would be very difficult to replace and the loss of any of these key employees could harm the business 

and prospects of the Group.

Other risks 

Other risks faced by the Group include:
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Sustainability 
The Board acknowledges its responsibility to consider the impact of the Company’s operations on the community and the environment 

in its decision making and is committed to the principles of sustainability in achieving Datatec’s strategy to deliver long-term, 

corporate governance and ethics and the principles of sustainability are fundamental to the way in which Datatec interacts with 

all its stakeholders: investors, customers, suppliers, employees and the wider community. Furthermore, the concept of sustainability 

applies beyond Datatec’s immediate stakeholders to care for the environment and to support the sustainable development of 

communities across the world.

Environmental sustainability in the ICT industry
The growth in the use of information technology in business and in the home over recent years has driven the technology sector’s 

usage of energy and generation of carbon dioxide to a significant part of the global total. All participants in the ICT industry have 

a responsibility to tackle this energy use by maximising utilisation and efficiency of IT systems and networks.

Improving efficiency of IT systems is often referred to as “green IT” and there are a number of ways in which Datatec subsidiaries 

available for use with no increase in power usage, floor space or cooling capacity. Consolidating the use of servers (processors), 

known as “virtualisation”, allows much better utilisation of their processing capacity and also enables a single operator to control 

more servers.

utilisation of server processing capacity noted above applies equally to servers used for storage and virtualisation in storage 

offers scope for greatly increased efficiency.

duplication of data and deleting obsolete data through appropriate management will lead to reduction in the “information 

landfill” noted above.

(“PCs”) across the globe, all using electricity and contributing an estimated 60% of the ambient temperature in offices which then 

require more energy to cool. Thin client technology means transferring the processing power (which is the energy-intensive part) 

from the desktop to central servers. The typical thin client desktop terminal uses only 10% of the energy of the equivalent PC.

their efficiency and reducing the cost and environmental impact of road and air travel for businesses.

Datatec relishes the opportunity to assist its customers in enhancing the sustainability of their IT networks and systems through 

improved efficiency. 

Furthermore, it recognises the important role of IT in assisting sustainable development of the world’s disadvantaged communities 

OPERATING ENVIRONMENT continued
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BUSINESS STRATEGY AND OBJECTIVES

The key elements of the Group’s strategy include:

Focus on organic growth in the higher value, faster growing ICT sectors 

The Group focuses on the more rapidly developing areas of the ITC market where it has the capacity to deliver higher value 

products, solutions and services to its customers. These areas include: advanced networking; information security; efficient storage 

convergence technology; unified communications; cloud computing and data centre services. The central team supports the activities 

of the divisions in strategy, finance and acquisitions and, through the use of the holding company’s shares, provides added financial 

capacity for acquisitive growth.

Targeted geographical expansion

By careful expansion into new geographies, particularly in emerging markets, the Group gains exposure to higher margin markets 

and mitigates the risk of exposure to any one region.

Investment in higher margin products and services

The Group focuses on fast developing hardware and software sectors including security and convergence where margins are higher 

and where value-added services are sought by customers. The consulting division, though a small part of the Group, is the highest 

margin business.

Earnings enhancing acquisitions

The Group’s strategy is to add acquisitions to grow the business both in emerging markets and to enhance and balance the portfolio 

of products and services offered in existing established operations. Datatec’s central corporate finance department manages the 

acquisition process across all the Group’s divisions, working with the appropriate operational management on due diligence work 

and implementation plans so that acquisitions can be swiftly and successfully integrated into the Group.

Datatec’s strategy is to deliver long-term, sustainable, above average 

returns to shareholders through the development of its three operating 

divisions. These divisions are run as sector-focused standalone businesses 

to facilitate enhanced operational and financial performance as well as 

to react faster to technology change.



36
Datatec Annual Report 2011

The Board has ensured that the Group has the appropriate organisational profile to deliver on the strategy set out above. Each of 

operating the businesses and growing them organically and by acquisition. This allows the divisions a high degree of autonomy 

to respond flexibly to the demands of their individual markets. Datatec retains overall control through its corporate governance 

structures which extend throughout the Group and through its central finance, risk management and corporate finance functions. 

The Board of Datatec provides overall strategic guidance and oversight and tests and monitors the individual divisions’ strategies 

and achievements.

The key performance indicators (KPIs) the Board has selected to monitor the progress of the Group are:

a per share basis ensures that any share capital increases are aligned with the overall strategy. The metric of underlying earnings 

per share has been chosen to eliminate the fluctuating effect of accounting adjustments on the earnings figure as explained in 

the definition on page 10.

trends over which the Company has no control, the Board considers the share price to be the key external metric reflecting 

investors’ view of the Group’s performance.

In addition to the above, the Board and the divisional boards monitor many other performance metrics of their businesses including 

gross margins, operating margins, working capital metrics, cash generation and non-financial metrics to ensure that a holistic view 

of the businesses is input into all decisions which are made.

In developing further the non-financial metrics referred to above, the Board intends to review the environmental, employee and 

social aspects of the Group operations and adopt the most appropriate metrics from the Global Reporting Initiative (GRI) framework 

for reporting on these in future.

Environmental sustainability 
Datatec recognises its responsibility to reduce carbon dioxide output through more efficient power use in order to play its part in 

mitigating climate change. As well as applying the principles of “green IT” to its own businesses, Datatec’s Board has approved 

and implemented an environmental policy throughout the Group which sets the following environmental objectives to be applied 

where possible using best practice in environmental management:

Comply with legal environmental requirements, for example, the European Waste Electrical and Electronic Equipment 

(“WEEE”) regulations.

Seek to maximise our understanding of environmental issues by:

BUSINESS STRATEGY AND OBJECTIVES continued
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Purchase environmentally sensitive products wherever possible by:

Seek to minimise waste by:

Seek to minimise energy use by:

 Seek to minimise transportation impacts by:

Datatec subsidiaries monitor their operations for best environmental practice. 

Westcon 

Westcon’s experience indicates that environmentally responsible business practices are not only good for the environment, but 

can also encourage new business, be cost-effective, build business partnerships, and improve employee loyalty. Therefore, its 

implementation is a critical element of Westcon’s overall business strategy.

Westcon recognises its role as a global corporate citizen. Westcon is committed to working with its employees, suppliers, customers, 

the public and environmental agencies to drive its operations in an environmentally sound manner. 

With this in mind, Westcon has acknowledged the following practices and objectives: 

1. Ensure compliance with all environmental legislation in all operating locations.

2.  Foster an “environmentally conscious” culture, by providing employees appropriate information, and support to enable work 

being carried out to consider the environment. 

4.  Reduce, reuse and recycle materials where possible to reduce environmental impact.

6.  Encourage internal and external communication related to performance of environmental practices.
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Logicalis 

As a responsible international provider of ICT solutions, Logicalis seeks to measure and minimise the way in which any of 

its commercial activities may impact the environment. Logicalis is also committed to providing practical advice and support to its 

customers and suppliers to help them along the path to ever cleaner and greener ICT solutions. 

As an early adopter of the Green ICT ideas and activities, Logicalis recognises that a responsible attitude to Green ICT can lead 

to significant reductions in energy consumption and carbon emissions. As well as reducing greenhouse gases and operational 

costs, the technologies it promotes, such as remote working and video and teleconferencing, enable more flexible working, greater 

productivity and improved business continuity. Green ICT is good for the planet and it’s good for business.

is used to set and monitor targets for waste reduction and reductions in power and water usage which will be audited by an 

independent consultant. Initiatives to reduce the business’s environmental impact have included “green” events for employees to 

spread understanding of good environmental practice throughout the organisation. 

subsidiaries will need to measure and report their carbon emissions annually, following a specific set of measurement rules. The 

year to cover their emissions in the previous year. This means that organisations that decrease their emissions can lower their costs 

latest infrastructure technology to build an extremely efficient data centre. Combing an efficiency centric system design along with 

utilising highly efficient uninterruptible power systems and a “free cooling” water-based environment cooling solution, the solution 

ensures energy efficiency is maximised and is among the most efficient in its class.

 

Consulting Services

across the various office locations, and audits are carried out as part of the integrated audit schedule.

procuring (where feasible) materials from sustainable sources and select offices support a cycle to work scheme.

There is also a low-carbon travel policy that encourages staff to make use of teleconferences and meetings via the internet.

a continuous review of company activities and their resultant environmental impacts through a defined environmental aspects 

evaluation procedure. Intact also maintains an environmental aspects register which records the results of environmental aspect 

assessments including impact, any relevant legislation and the current and any proposed control measures which limit the impact 

of Intact’s operations on the environment. Aspects that are considered to be significant are the subject of specific controls or the 

subject of an improvement plan.

BUSINESS STRATEGY AND OBJECTIVES continued
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Travel

Controls and reporting exist around fuel usage and overseas travel and the company does not have any company vehicles. 

Employees are encouraged to make use of internet technology for teleconferencing to reduce travel requirements and local suppliers 

are selected where possible to minimise other indirect travel costs.

Recycling

Intact operate a recycling programme and dispose of all waste electronic and electrical equipment via a licensed hazardous waste 

carrier, who sorts and reuses any items where possible. All plastic, cardboard, paper and waste is segregated and collected by 

licensed waste carriers and waste management companies. This is supported by Intact’s recycling and waste management guide, 

which details how waste is managed, and a duty of care-waste control procedure, which stipulates statutory requirements to comply 

with all waste legislation. Copies of waste transfer notes and licences are held on file in accordance with statutory legislation.

Energy

Energy consumption is a key consideration in the purchase of all IT equipment and Intact has an environmental purchasing policy, 

which highlights desirable attributes of all purchases covering energy and resource efficiency, materials content, reuseability and 

low or reduced pollution characteristics.

Empowerment and employment equity
Datatec places a particularly high value on the abilities and contributions made by employees in the development and achievements 

of its businesses. The Group’s employees are seen as important stakeholders in the business and their training and development is 

an important aspect of the Group’s sustainability.

Around the globe, the Group is an equal opportunities employer. The Group strives to afford all staff members opportunities 

to realise their full potential and advance their careers. The Group is committed to a working environment that is free from any 

discrimination and seeks to develop skills and talent inherent in its workforce.

The Group is open to new partnerships that will increase shareholder value and is committed to ploughing back skills and resources 

has a number of components which aim to increase the numbers of previously disadvantaged individuals (“PDI”) that manage, own 

and control the country’s economy, and decrease racially based income inequalities.

The three core elements of BEE are direct empowerment through ownership and control of enterprises and assets, human resource 

development and employment equity and indirect empowerment through preferential procurement policies aimed at ensuring black 

sector-specific transformation charters. The BEE Act provides that state-owned entities and government departments are legally 

obliged to apply BEE legislation in evaluating tenders or in granting licences, permits or concessions.
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charters. The transformation charters, including the ICT Charter, each contain a scorecard against which industry members will 

operating subsidiaries in the medium term.

shareholding through a subscription for new share capital and became Datatec’s new BEE partner in this business.

Health and safety
A formal health and safety policy has been approved by the Board and implemented with the environmental policy referred to 

above.

Datatec recognises its obligation to reduce the risk of injury in the working environment and to supply a clean and safe workplace. 

The Group undertakes to comply with health and safety regulations as set out in the jurisdictions in which the Group operates 

around the world. Operating subsidiaries have individual health and safety policies consistent with best practice in the applicable 

jurisdiction and undertake programmes and procedures to mitigate health and safety risks. This includes health and safety training 

for employees.

Emerging market development
Datatec’s strategy involves diversifying its operations into emerging markets around the world. The Board believes that this strategy is 

an important part of Datatec’s global sustainable growth and conversely that communities in the developing economies will benefit 

from the sustainability ethos which Datatec brings to its partnerships in these regions.

Corporate social investment

The Datatec Educational and Technology Trust

As a socially responsible company, Datatec is cognisant of the scale and complexity of the social and environmental problems 

responsibilities towards the community and economy that fostered its initial growth. Datatec has therefore elected to proactively 

The education sector in South Africa 
Education is the foundation of growth, both personally and within society. Providing access to quality education for all is one of the 

creating sustained economic growth, and this cannot be achieved without the provision of quality education.

BUSINESS STRATEGY AND OBJECTIVES continued
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Lack of quality teachers, poor functioning of schools, a backlog in infrastructure, absenteeism from both students and teachers and 

is among the most basic constitutional rights, yet aside from unemployment, it remains the biggest cause of poverty.

Education and unemployment are closely linked. Education is critical to alleviating poverty, as it increases employment opportunities 

and raises levels of earned income.

skills deficiency in the fields of engineering and sciences, which correlates directly to the poor pass rates in maths and science.

adequately qualified.

The government has therefore prioritised mathematics, science and literacy in their plans to address the education crisis. The 

growing use of technology in support of curriculum delivery and access to information has also been recognised as a highly 

effective tool within our context.

As a leading ICT business Datatec has aligned its core business to their corporate social investment strategy by funding interventions 

endeavours to make an impact on the challenges in this sector and in turn accelerate the growth of economically active citizens. 

These citizens are possibly future customers that would engage the Company’s ICT services. Therefore, by investing in social 

transformation in a country that faces massive challenges in education, Datatec is securing a more lucrative and healthy future 

market. Furthermore the Company is contributing to the growth of a larger pool of potential future employees who have excelled in 

with a specific focus on uplifting the standard and talent in the fields of mathematics, science and technology within previously 

and technology talent, with a primary focus on school level interventions, sustainable infrastructure dedicated to developing these 

can build its expertise in fields such as mathematics, science and technology. 
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LOGICALIS 

“Our corporate philosophy 

is to empower local 

management teams, giving 

them the autonomy to create 

innovative solutions for 

their own markets under 

a single Logicalis banner. 

The most successful and 

widely applicable of these 

are then replicated in other 

regions, so that all of our 

customers benefit from our 

best ideas, wherever these 

are generated.”  

Ian Cook, Logicalis CEO
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ACTIVITIES AND PERFORMANCE
THE POWER OF OUR PEOPLE
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ACTIVITIES AND PERFORMANCE 

Datatec delivered a very encouraging performance during the financial year ended 28 February 2011, exceeding the underlying 

earnings per share guidance given at the start of the financial year by 8,3%. The year was marked by increasing revenues, margin 

expansion and strong operational leverage and EBITDA grew at twice the rate of revenues.

This performance is being driven by a combination of strong operational leverage and an improving global economy, which, while 

still showing areas of weakness, seems to be more predictable with a more synchronised recovery across the majority of the Group’s 

The Group was successful in achieving significant growth against its key performance indicators in the financial year ended 

28 February 2011:

Summary of financial results
The Group’s financial results for the year ended 28 February 2011 and financial position at that date are presented in its 

Group statement of comprehensive income

expanded to 13,9% (2010: 13,3%). 

are excluded from profit before tax, the effective tax rate would have been 34,7% (2010: 34,0%). The Group’s effective tax rate 



Datatec Annual Report 2011

The effective tax rate for the financial year ending 28 February 2012 (excluding any fair value movements on put option liabilities) 

is expected to be approximately 34%.

Group cash flows and financial position

take advantage of vendor supplier prompt pay initiatives, which are earnings enhancing. Amounts drawn under the new banking 

facility are disclosed under bank overdrafts, and form part of net debt/cash where previously the vendor financing arrangements 

were disclosed with payables on the statement of financial position and included in operating activities. 

working capital requirements increased due to a normalisation of prior year extended credit terms by certain suppliers and 

Westcon’s refinancing activities in Europe.

continues to enjoy comfortable head room in terms of its working capital lines.

acquisitions in 2011 if they had been included for the entire year.

The Group issued 3,3 million new shares during the year with 2,9 million shares issued as part of acquisition activities, while 

0,4 million shares were issued to satisfy exercised share options. 

in 2010. The change is primarily due to distributable reserves increasing, this is set out in detail in the Group statement of changes 

working capital requirements increased due to a normalisation of prior year extended credit terms by certain suppliers and 

Westcon’s refinancing activities in Europe.

Financial Instruments: Presentation, for a put option held by minority shareholders. 
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ACTIVITIES AND PERFORMANCE continued

Financial Instruments: Recognition and Measurement, companies are 

required to remeasure such liabilities at each reporting date, with changes in the fair 

values booked in the statement of comprehensive income. An increase in put option 

underlying subsidiaries.

Debt levels
Our overall attitude to debt remains conservative. The Group is dependent on its bank 

overdrafts, working capital lines of credit and trade finance facilities to operate. These 

facilities generally consist of either a fixed term or fixed period but are repayable on 

demand, secured against the assets of the subsidiary company to which the facility is 

made available and contain certain covenants which include financial covenants such as 

minimum liquidity, maximum leverage and pre-tax earnings coverage.

If these covenants are breached and a waiver is not obtained for such violation, this may, 

among other things, result in that breached facility becoming repayable on demand. 

waived by the bank). 

The interest cover ratio (EBITDA over finance costs) at 8,8 times (2010: 8,1 times) reflects 

the Group’s extended borrowing capacity. Furthermore, Datatec has no restrictions on its 

borrowing powers in terms of its memorandum and articles of association.

Divisional financial performance summary

Westcon (including AIME, formerly Westcon Emerging Markets) 

Westcon accounted for 74% of the Group’s revenues (2010: 76%) and 66,3% of its 

EBITDA (2010: 64%).

Westcon is the world’s leading specialty distributor in networking, security, mobility and 

convergence for leading technology vendors, including Cisco, Avaya, Check Point, 

with increases across all regions, taking revenues back to above the pre-downturn levels 

which peaked in 2008. Operating profit jumped an impressive 39% as gross margin 

expansion added to operating leverage.

Latin America (2010: 4%). 

Westcon’s global reach and business mix is of increasing appeal to vendors, especially 

those of technically complex products, that wish to expand in international markets. Cisco 

vendors (2010: 12%). The increase in the latter was largely due to an increased 

contribution from wireless mobility, storage and software solutions sales.

Westcon revenue % 

by geography

35%

39%

11%
6%9%

 North America
 (US and Canada)

 Europe
 Asia Pacific
 AIME
 Latin/South America
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Further information on Westcon Group may be found in its divisional report on 

pages 86 to 91.

Logicalis

Logicalis accounted for 24% of the Group’s revenues (2010: 22%) and 33,4% of its 

EBITDA (2010: 34%).

Logicalis is an international IT solutions and managed services provider with expertise 

in IT infrastructure and networking solutions, communications and collaboration, data 

centre, cloud and professional and managed services.

The marked improvement in demand reported in the first half of the financial year 

continued into the second half with all regions enjoying revenue growth. In particular, the 

region enjoying double-digit growth in the second half. 

increased capital investment by telecommunication service providers, with Brazil once 

again the stand-out market. The performance of the Asia-Pacific region was also very 

encouraging with good margins from an enhanced services mix. Despite a weak recovery 

revenue from an acquisition in the Asia-Pacific region. Revenue from product sales was 

were up 20%, with strong growth in annuity service revenues of 21%, reflecting the first 

fruits of the considerable investment that has been made in data centre facilities and 

services to support cloud computing-based offerings.

Further information on Logicalis Group may be found in its divisional report on 

pages 92 to 98.

Consulting Services

2% of Group revenues (2010: 2%) and 0,3% of EBITDA (2010: 2%).

levels of discretionary spending on consulting which has been slow to recover. However, 

the restructuring that has taken place is starting to have a positive impact and Analysys 

Logicalis revenue % 

by geography

34%

28%

28%

8%2%

 North America
 Latin/South America
 UK
 Germany
 Asia Pacific

Consulting Services 

revenue % 

by geography

42%

27%

14%
9%8%

 UK
 Europe
 MENA
 Asia
 America
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ACTIVITIES AND PERFORMANCE continued

drove up margins from 29,9% to 31,0%. 

Post-retirement benefits
The Group’s retirement benefit funds comprise a number of defined contribution funds throughout the world.

The Group has no liability to these funds other than the monthly payment of staff contributions. The Group has no liability in terms 

of post-retirement medical aid contributions for staff.

Dividend policy

per share) out of share premium. 

The Group’s dividend/capital distribution policy of paying an annual dividend/capital distribution, which will provide cover of at 

least three times relative to underlying* earnings, remains unchanged.

Acquisitions
During the year the Group has made a number of acquisitions with the aim of enhancing margins, facilitating consolidation in 

proven markets and extending the Group’s geographical reach consistent with its strategy.

 

This has added significant expertise to Logicalis and its growing presence in the Asia-Pacific region.

Two further acquisitions followed, both aimed at enhancing Logicalis’ reach and breadth of product offering. On 2 December 2010 

expertise.

Acquisition subsequent to 28 February 2011

this acquisition also helped to strengthen this strategically important relationship.

*  Excluding goodwill and intangibles impairment, amortisation of acquired intangible assets, profit or loss on sale of assets and businesses, fair value movements on 
acquisition-related financial instruments and unrealised foreign exchange movements.
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Corporate social responsibility

The Datatec Educational and Technology Trust

During the year ended 28 February 2011, the Group and its employees enthusiastically pursued their commitment to support local 

communities through donations and voluntary work. The Datatec Educational and Technology Trust continued to support educational 

The following initiatives received the trust’s support: 

Vula Programme at Hilton College

provider to the under-resourced schools and disadvantaged communities in the region. At the time Datatec donated R3 million 

to build a Centre for Innovation. This centre has been the base for Hilton College’s maths, science and technology outreach 

programme.

The programme uses up-to-date technologies, innovative teaching methods and experienced facilitators to concentrate on the 

upgrading of the teaching and learning of high school mathematics, physical science and technology. 

The programme is underpinned by a belief that access to, and training in, information communication technologies must be an 

integral part of the skills transfer process when providing relevant and meaningful programmes to its beneficiary communities. 

In the 2011 financial year the programme worked with teachers and learners from about 90 high schools. 

to record their contributions on industry score sheets for B-BBEE purposes.

2002 2003 2004 2005 2006 2007 2008 2009 2010

sessions (direct beneficiaries) 760 730 770 1 107 1 861 2 678 2 871 4 143

Teachers and other adults 

(direct beneficiaries) 20 110 720 346 902

Indirect beneficiaries: (learn-

ers benefiting from improved 

teaching) 3 000

In excess 

of 

100 000

In excess 

of 

100 000

In excess 

of 

100 000

In excess 

of 

100 000

In excess 

of 

100 000

In the 2011 financial year the trust provided funding for the following programme components:
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ACTIVITIES AND PERFORMANCE continued

The Maharishi Institute

a leading innovator in education provision, and create a worldwide breakthrough using the approach of Consciousness-Based 

Education.

entrepreneurship in action. This concept enables students to gain valuable workplace experience while at the same time being 

able to pay for their studies and cover some of their living costs. In this way they are able to focus on their studies more, lead a 

life of greater dignity during their study years and increase their chances of entering employment on completion. We predict a 

significant increase in the number of students who are able to complete their education, thus increasing the “return” on the education 

investment.

The trust provided the funding to set up the network infrastructure at the campus as well as their call centre. This learn-and-earn model 

gives students the opportunity to gain work experience by working in the call centre and at the same time earn money to pay for 

their studies. The call centre is fully operational now and a number of contracts have been secured from a variety of organisations. 

In addition the trust also provides funding for ongoing IT and infrastructure support.

Education Alive

in the disadvantaged communities throughout our country where maths and science capacity had never been fully developed. 

material over a number of years. The Education Alive training academy is in Wynberg, Cape Town and was bought by the trust in 

2006 and the use of the facility was donated to Education Alive.

Africa. In the 2011 financial year we realised these aims through the following:

and expanded to include three additional schools in the Cape Flats in 2011. The project components include the renovation of 

a classroom into a reading wonderland with meadow-themed painted walls, toys and stationery; printing of materials for more 

implement this magnificent programme. Our 2010 results have been astounding, with literacy rates in Grade 1 classes having 

improved by 36% from 2009 to 2010 following the introduction of this programme.

in 2010. The programme included educator training for all of the Grade 12 teachers; a full-time holiday programme that was 

2010. Furthermore, the percentage of learners with access to higher education increased from 37% in 2009 to 62% in 2010. 

in maths, science, English and accounting throughout the year. Thirty-one Wittebome matrics committed to this tuition. Of these 

31 learners, 30 passed matric, with 83,7% achieving high enough marks to access higher education. 

additional assistance in their various subjects and thus serves to generate income to support our social development projects. Our 

highly equipped tutors engage in one-on-one and small group classes in order to assist learners in their problem areas. Learners 

on this programme have also enjoyed immense improvements in their grades.



Datatec Annual Report 2011

2010 proved to be a very busy and vastly successful year for Education Alive with hundreds of junior and senior learners having 

been given the opportunity for successful future learning. In 2011 Education Alive is expanding on their successful Reading 

Afrika Tikkun

by caring for vulnerable children and orphans in townships. Afrika Tikkun operates in four communities in Gauteng (Alexandra, 

community boards and community management forums that take responsibility for the day-to-day activities and outreach programmes 

implemented in the community.

The trust has committed to upgrading Afrika Tikkun’s national ICT development and operational support infrastructure which will 

enable Afrika Tikkun to provide comprehensive data which will be used to accurately track the conditions of families in distress 

as well as use the data to inform management of these social conditions on a proactive basis. The various project sites include: 

an internal software programme which enables the caregivers to collect empirical data from daily shack visits. This information 

information serves as both a management tool and as a vital monitoring and evaluation system used to provide impact results of 

service delivery to donors, government departments and aid organisations.

This infrastructure will be utilised by the youth development programme inside the media centres/computer labs, and by administrative 

staff to record and collate data. This infrastructure is an inseparable element of Afrika Tikkun’s holistic circle of care model, which 

will ensure that Afrika Tikkun can achieve what they have set out to accomplish in this respect. 

Thuthuka Bursary Fund

Datatec committed to providing full bursaries to 10 students over a three-year period which is the time it will take for the students to 

complete their accounting degrees. This year sees the second year of the three-year commitment.

The African Institute for Mathematical Sciences Schools Enrichment Centre (“AIMSSEC”)

and encourages teachers to meet regularly in local groups. They offer a forum for the sharing of ideas and resources for mathematics 

Faculty of Fort Hare University. Through this programme the teachers will be equipped with subject knowledge and didactic skills 

to teach mathematics with confidence and enthusiasm, and to run workshops for other teachers. 
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Siyakhula Education Foundation

to bear much fruit and the past year has been particularly notable for a number of 

surrounding impoverished communities. The original school serving Ivory Park and Ebony 

Park has since been replicated in Diepsloot as well. In the past year:

initiatives

Park

Corporate social investment case studies 

Mavis Mohlolo

anything about using computers. Today, having been through the programme, she now 

runs the computer school and is training over 600 students a year from her community. 

The low-cost student fees model means that the school is both self-sustaining and creating 

Matthew Mhlaleki

discipline in my life and has helped me take my future into my hands.”

ACTIVITIES AND PERFORMANCE continued
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grades 10 to 12, had the first group of matrics graduate through the programme with the following impressive results:

university) returning to pass on their skills to others

beginning of 2011 for the 60 new places available

“The NGO sector has continued to play a very important role in education. We were fascinated by initiatives of young people 

supporting other young people, like IkamvaYouth.”

These are just a handful of the highlights from the past year and Datatec’s long-term support has been instrumental in helping achieve 

this sustained and growing impact. 

The Datatec Trust sponsored the programme director’s salary in the 2011 financial year and has done so since 2008.

Corporate social investment throughout the Group

Westcon Group

Westcon Group’s policy is to actively and enthusiastically support the welfare of its people, the environment and local communities 

wherever it has a presence. 

Westcon acts responsibly to minimise the manner in which commercial activities may impact the environment. Additionally, Westcon 

encourages all operations across the globe to pursue initiatives with the goal of improving the quality of life in local communities.

Westcon Group is proud to highlight a few of its most impactful programmes:

Technologies in a boxing match to raise money for the Iain Rennie Hospice.

to serve “at-risk” children between the ages of 6 to 17.

with free maintenance and replacement.
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young persons with special needs or who are at risk with learning opportunities and improving their quality of life. The beneficiaries 

Analysys Mason

charities such as Unicef whose efforts are recognised worldwide. At the staff consultative forum, staff are encouraged to nominate 

charities they feel would benefit from donations, whether this be via a set amount or, in most cases, the company will match any 

as the Chariots of Fire in Cambridge and to support charities by social fundraising, charity bike rides or marathon running.

continually improve business sustainability.

Intact

Intact and its employees have a clear vision to be a positive force in their community. Intact supports and encourages individual 

employees to provide fundraising and other support to a wide range of charities and good causes, including in the last year Breast 

employees participated in the London to Brighton Bike Ride in aid of the British Heart Foundation. In addition, Intact adopts a 

specific recipient for fundraising based around our customer events. In the 2011 financial year, this was The White Lodge Centre, 

which provides a range of flexible and creative activities and opportunities for disabled children, young people and adults, for their 
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A combined assurance model aims to optimise the assurance coverage obtained from 

management, internal assurance providers and external assurance providers on the risk 

areas affecting the Company. Within Datatec there are a number of assurance providers 

that either directly or indirectly provide the Board and management with certain assurances 

over the effectiveness of those controls that mitigate the risks as identified during the 

risk assessment process described in the operating environment on pages 32 and 33. 

Collectively the activities of these assurance providers are referred to as the combined 

assurance model.

Datatec Group has taken an approach designed to meet the objectives of combined 

assurance in a pragmatic and cost-effective manner. Given the nature of the Group, 

separate combined assurance models for Westcon Group, Logicalis Group, Consulting 

for each. 

The following basic steps were taken to develop the combined assurance model:

Step 1: Risk identification 
Each subsidiary group has identified the key risks it faces and documented these in 

its risk register as described on page 26. These risks are linked to the achievement of 

strategic objectives. The risk registers of the three divisions plus the Datatec Group risk 

register thus form the basis of the combined assurance framework. In addition, risks exist 

that are inherently embedded within the financial and IT processes. These risks do not 

necessarily have a direct link to the achievement of Company objectives, but need to be 

managed on an ongoing basis in order to support operations. It is also important for the 

Audit Committee to obtain assurance over those processes that underpin the preparation 

of the financial statements. Therefore these risks have been added to each risk register 

so that all the risks are collected in one framework. It should be noted that the risks will 

be continually kept under review by management, particularly to identify risks in the “risk 

universe” which may have been omitted from the registers.

Step 2: Identification of controls 
Assurance is provided over those controls that mitigate the identified risks and not the risks 

themselves. If there are no controls that can be identified, no assurance can be provided. 

Alternatively, the assurance provider could indicate that control(s) are not designed 

properly or do not operate consistently. The identification, design and implementation 

of controls that mitigate identified risks are the responsibility of management and do not 

form part of combined assurance activities. Combined assurance will highlight areas 

where insufficient controls are identified. It is also important not to confuse the activities 

of assurance providers with “control activities” for example the activities of external and 

internal auditors do not constitute a control function but rather provide assurance over 

particular controls.

The controls taken into account during the development of the Datatec combined assurance 

model were those that had already been identified and reported by management in their 

risk registers. For financial controls, certain assumptions were made based on a generic 

understanding of these processes.

COMBINED ASSURANCE 

Management

External
assurance
providers

Internal
assurance
providers

COMBINED ASSURANCE

RISK AREAS AFFECTING THE COMPANY
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Step 3: Identification of assurance providers 
The nature and significance of risks vary and will require assurance providers with the necessary expertise and experience 

to provide assurance that risks are adequately mitigated. Assurance providers include external audit, internal audit, regulators, 

sustainability assurance providers etc. 

There are normally four role players in an assurance framework with each providing a different level and degree of assurance. 

Collectively these should work together to obtain the optimum level of assurance needed. 

self-assessments and continual monitoring mechanisms and systems;

2.  Internal assurance: Risk management (adopting an effective enterprise risk management framework), legal, compliance, health 

and safety, and quality assurance are normally included. They are responsible for maintaining policies, minimum standards, 

oversight and risk management performance and reporting.

3.  Independent assurance: Independent and objective assurance of the overall adequacy and effectiveness of risk management, 

governance and internal control within the organisation. This is predominantly the role of internal audit, external audit and other 

credible assurance providers.

4.  Oversight committees: Properly mandated committees which are predominantly the Audit, Risk and Compliance Committee in 

the case of Datatec.

For the purposes of developing the Datatec combined assurance model, adequate assurance providers under each of the above 

categories (role players) were identified. The assurance providers identified have been documented in the combined assurance 

framework.

Step 4: Assess assurance activities against controls
Once the model had been populated with the risks, related controls and various assurance providers, the next step was to link each 

control to an assurance provider, where applicable. It was important that the model be completed to represent the current state 

as opposed to the desired state and care was taken not to make unjustified assumptions over the level of assurance provided by 

assurance providers. Once the model was completed, the following could be identified:

1. Risk areas where no/insufficient controls have been identified.

2.  Risk areas where controls have been identified yet insufficient assurance is provided over such (gaps).

3. Risk areas where duplicate or “excess” assurance is provided (duplication).

ongoing risk management process.

Step 5: Conclude and develop action plans
From the above exercise, management was able to conclude on the completeness and appropriateness of the current assurance 

activities per risk identified. A rating scale was developed to conclude on each:
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The Audit, Risk and Compliance Committee has reviewed the combined assurance 

frameworks for the Group and the three divisions to satisfy itself with management’s 

initial conclusions and will continue to review them as part of its role in oversight of risk 

management. 

In the light of its review of the combined assurance framework, the Audit Risk and 

Compliance Committee has recommended to the Board that appropriate assurance 

activities are in place in relation to the controls operating over each risk identified in the 

risk management process.

Internal audit

Internal audit is an independent appraisal function, which examines and evaluates the 

activities and the appropriateness of the systems of internal control, risk management and 

governance processes. Datatec has outsourced the internal audit function of the Group 

Charter, and authority granted to it by the Audit, Risk and Compliance Committee and 

the Board and reports to the Audit, Risk and Compliance Committee with notification to 

the Chief Risk Officer. The Audit, Risk and Compliance Committee is satisfied that internal 

audit has met its responsibilities for the year with respect to its terms of reference.

matters, and to the chairman of the Audit, Risk and Compliance Committee. Audit plans 

are presented in advance to the Audit, Risk and Compliance Committee and are based 

on an assessment of risk areas involving an independent review of the Group’s own risk 

assessments. The internal audit team attends and presents its findings to the Audit, Risk 

and Compliance Committee.

The objective of internal audit is to assist the Board in the effective discharge of its 

responsibilities. Internal audit is a key assurance provider and provides the Board with a 

report of its activities which, along with other sources of assurance, is used by the Board 

in making its report on its assessment of the Company’s system of internal controls and 

risk management. 

COMBINED ASSURANCE continued
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External audit

The Audit Committee is responsible for recommending the external auditor for appointment by shareholders and for ensuring that 

The external auditor carries out an annual audit of all the Group’s subsidiaries in accordance with international auditing standards 

and reports in detail on the results of the audit both to the financial reporting and compliance committees of the Group’s divisions 

and to the Audit Committee. The external auditor is thus the main external assurance provider for the Board in relation to the Group’s 

financial results for each financial year.

The Audit Committee regularly reviews the external auditor’s independence and maintains control over the non-audit services provided 

by the external auditors. Pre-approved permissible non-audit services performed by the external auditors include taxation and due 

diligence services. The external auditors are prohibited from providing non-audit services including valuation and accounting work 

where their independence might be compromised by later auditing their own work. Other non-audit services provided by the 

external auditors are required to be specifically approved by the chairman of the committee or by the full committee if the fees are 

the other subsidiary audit partners every seven years. The committee has adopted the same policy.

Board assessment of the Company’s system of internal controls and risk management 

external audits that causes the Board to believe that the Company’s system of internal controls and risk management is not effective 

or that the internal financial controls do not form a sound basis for the preparation of reliable financial statements. The Board’s 

opinion is based on the combined assurances of external and internal auditors, management and the Audit, Risk and Compliance 

Committee.
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REMUNERATION 

Remuneration policy
The Remuneration Committee operates a framework of policies, within which it has set the remuneration package for the Group’s 
executive directors and senior executives. Its aim is to align the interests of management with those of shareholders in order to 
support the Group’s strategy to deliver long term, sustainable above-average returns to shareholders.

The role of the remuneration committee is explained in detail on page 24.

The Remuneration Committee seeks to ensure that executive directors and senior managers are rewarded for their contribution to 
the Group’s operating and financial performance at levels which take account of the international IT industry, market and country 
benchmarks. In order to promote a common interest with shareholders, performance linked variable pay and share-based incentives 
are considered to be important elements of executive incentive policy.

The objective of the remuneration policy is that the executive directors and senior management should receive remuneration which is 
appropriate to their scale of responsibility and performance and which will attract, motivate and retain individuals of the necessary 
calibre. The underlying philosophy of the Remuneration Committee is to set remuneration levels as necessary to attract and retain the 
best international talent and to provide the potential for upper quartile earnings when corporate and individual performance justify 
it. In the application of its policy, the Remuneration Committee has regard to the necessity of being competitive in the different parts 

The remuneration policy distinguishes between three main classes of remuneration:

The metrics by which the remuneration in the latter two classes are determined are aligned directly with the creation of shareholder 
value.

Summary of remuneration
The remuneration of the executive directors and senior management currently consists of three main components designed to 
balance long-term and short-term objectives: a base salary; annual bonus plan with performance targets (referred to as “variable 
pay”); and long-term incentives in the form of share-based incentive schemes (also with performance targets). The main objective 
of base salary is to provide individuals with a fixed income to represent the job they do. The last two elements are designed to 
encourage and reward superior performance and to align the interests of the executive directors and senior executives as closely 
as possible with the interests of the shareholders. Long-term incentives are inherently retentive but there are no schemes specifically 
in place for the sole purpose of retention of key employees. In addition to these main ingredients, the executive directors and senior 
executives also receive retirement and other benefits as outlined below.

Base salary: the base salary of the executive directors and senior management is subject to annual review by the Remuneration 
Committee and is set with reference to external market data relating to comparable international information technology companies 

has determined to set base salary for executive directors above the median of comparator groups because in its view this 
is essential to attract and retain the calibre of management necessary. For the financial year ended 28 February 2011, the 
Remuneration Committee determined that the base salary of both executive directors would not increase, preferring instead to direct 
any increases in remuneration towards the variable elements of remuneration related to Company performance. For the year ending 
29 February 2012 the same policy will apply to the Chief Executive Officer’s remuneration while the Chief Financial Officer’s base 
salary has been aligned with international comparators following a benchmarking exercise carried out by a third-party adviser. 
Certain adjustments have also been made to senior management base salaries for the year ending 29 February 2012 based on 
benchmarking against appropriate comparator organisations carried out by a third-party adviser. 
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Annual bonus plan: all executive directors and senior executives participate in an annual bonus plan based on the achievement 
of short-term performance targets set for each individual. These targets are determined by the Remuneration Committee and include 
measures of corporate performance and the achievement of individual objectives congruent with the Company’s business strategy. 

For the year ended 28 February 2011, the targets set by the Remuneration Committee for the corporate performance element of 

above-average returns to shareholders.

2011. The budget is aligned with the Group’s strategy and therefore achievement of the budget is a critical measure of delivery 
on the strategy.

rather than a per-share earnings figure.

executive director which are also aligned to the Group’s overall strategy. 

At the end of each financial year the achievement of the corporate financial targets is measured and the achievement of the personal 
targets is assessed by the Remuneration Committee. The bonuses payable to the executive directors in respect of the year ended 
28 February 2011 are disclosed later in this report.

For the financial year ended 28 February 2011 the on-target bonus level was set at 120% of base salary for the Chief Executive 

Executive Officer and at 120% of base salary for the Chief Financial Officer. These increases reflect the committee’s decision to 
direct increases in remuneration of the executive directors in the current year towards variable pay elements related to Company 
performance and, in the case of the Chief Executive Officer, reflects the fact that he is not being awarded an increase in base salary 
for the third consecutive year. This emphasis is in line with the Company’s stated objective of aligning the interests of executives and 
shareholders as closely as possible. 

The composition of the annual bonuses of the executive directors for the year ended 28 February 2011, shown as a percentage 

of base salary and split by the bonus elements described above, is shown below:
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Payments due under the annual bonus plan are made in cash following the end of the relevant financial year, subject to a portion 

being used to purchase shares in the Company in accordance with the Datatec Limited Deferred Bonus Plan (as described later in 

this report).

Other benefits: executive directors and senior executives are entitled to defined contribution pensions, the provision of car 

allowances or a fully maintained car, medical insurance and death and disability insurance. The total value of benefits received 

by each director is shown on page 70.

Long-term incentives: share-based remuneration: Datatec operates the following equity-settled share-based incentive schemes for 

Group employees, including the executive directors and other senior employees:

As stated above, the main objective of the share-based incentive schemes is to encourage and reward superior performance and 

to align the interests of participants as closely as possible with those of shareholders. 

earnings per share figure. Details of these schemes are given below.

Trust”) to hold Datatec shares as treasury shares pending their use in settlement of share scheme awards. To date all settlements of 

28 February 2011. The changes include specifying scheme limits in terms of a fixed number of shares and removing Board/

Remuneration Committee discretion in certain areas such as the treatment of leavers. The revised rules of the schemes were 

Datatec’s subsidiaries operate a number of cash-settled share-based incentive schemes for their senior employees based on the 

in Appendix 2.

REMUNERATION continued



63
Datatec Annual Report 2011

Datatec Group share-based remuneration

The Datatec Limited Share Appreciation Rights Scheme 2005

value of the difference between the exercise price and the grant price. Eligible employees are executive directors and managers 

a three-year performance period. Retesting of the performance conditions is permitted on the first and second anniversary of the 

annual marking to market of vendor liability accruals arising from call/put options will be adjusted for the purposes of determining 

participants and was not envisaged when the performance condition was originally determined. If the condition is not satisfied after 

met or nothing at all if it is not met after retesting. 

 

a three-year period.

grant, will lapse.
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REMUNERATION continued

Details of the five grants under the Datatec Limited SAR Scheme made to date are given below:

Datatec Limited Share Appreciation Rights 

Scheme 2011 2010 2009 2008 2007 2006

Date of grant 14 May

2010 2009 2008 2007 2006

16 August 

402 289 900 013 326 418

– (330 669)

– (27 469) (88 199) (46 849)

28 February 2011 402 289 900 013 173 314

were issued 9 8 7 7

– (1)

– (1) (3) (2) (3)

at 28 February 2011 9 8 6 4 3 1

Grant price (Rand) 34,27 38,64 22,79 13,76

Life 7 years 7 years 7 years 7 years 7 years 7 years 

the alignment of the Group’s share schemes with the creation of shareholder value. This change would apply from the 2012 grants 

onward (subject to shareholder approval being obtained) and the size of grants to be awarded would increase commensurately 

for the year based on the assumption that new shares will be issued to settle them. The settlement of the exercise during the year 

and the remaining 20 014 lapsed. 
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The Datatec Limited Long-term Incentive Plan 2005 (“LTIP”)

Eligible employees receive annual grants of conditional awards. Eligible employees are executive directors and managers employed 

in Datatec head office functions. The number of conditional awards granted is proportional to the base salary of the recipient. The 

face value of a conditional award is taken to be the 30-day volume weighted Datatec share price on the grant date and recipients 

The conditional awards will vest after the performance period if, and to the extent that the performance conditions have been 

satisfied. The duration and specifics of the performance condition and performance period are stated in the letter of grant. The 

intended performance period is three years. The performance condition that has been imposed for the issues to date is related 

The Remuneration Committee considers this to be an appropriate performance condition as it is a direct measure of the Group’s 

condition is allowed.

The international peer group is currently as follows:

Comparator

USA

1. Arrow Electronics, Inc. ARW

2. Avnet, Inc. 

3.

4. Anixter International, Inc.

Tech Data TECD

6.

7.

8. Agilysys

Europe

9.

10. Computacenter CCC

11. PRT

12. RIA FP

13. Bechtle BC8 ETR

SA

14. Datacentrix DCT

The performance condition will determine if, and to what extent, the conditional award will vest. Upon vesting of the conditional 
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REMUNERATION continued

award the Company will procure the delivery of shares to settle the vested portion of the award. The conditional awards which do 
not vest at the end of the three-year performance period will lapse.

The commitment to issue shares under the LTIP for the conditional awards in existence at 28 February 2011 constitutes a 0,67% 
dilution of the Company’s weighted average shares for the year based on the assumption that new shares will be issued to settle 
them. 

shares purchased on 28 February preceding the grant date, holding the shares, and reinvesting the dividends received from the 

the nearest trading day following the start and the nearest trading day following the end of the three-year period, and computing 

following each trading day for the six months preceding 28 February in each year of grant.

LTIP performance period:

become unconditional and will vest;

force or effect;

will be of no force or effect.

international peer group. This meant that 39% of the conditional awards vested and were transferred to participating employees in 
the form of Datatec shares transferred from treasury shares. The 61% of awards which did not vest lapsed under the terms of the LTIP.

(which were within their performance periods at 28 February 2011) are given in the table below:

Datatec Limited Long-Term Incentive Plan 2011 2010 2009 2008

Date of grant 14 May

2010 2009 2008 2007

350 150 410 716 297 289

– (20 073)

– (141 209)

– (90 281)

350 150 390 643 (0)

9 8 7 7

– (1) (3)

– (4)

at 28 February 2011 9 8 6 0
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peer group. This meant that 77% of the conditional awards have vested and will be transferred to participating employees in the 

form of Datatec shares transferred from treasury shares. The 23% of awards which did not vest will lapse under the terms of the LTIP.

100% of the granted conditional awards will vest. 

The Remuneration Committee is proposing two amendments to the LTIP to better align with shareholders. First, it is proposed that the 

for ranking within the second quartile would then be a linear interpolation from zero to 100% (currently an interpolation between 

to hold some of the Datatec shares they receive on vesting for a period beyond the vesting date. Participants would be able to sell 

Refer to the limits for the LTIP below.

The Datatec Limited Deferred Bonus Plan 2005 (“DBP”)

Eligible employees are permitted to use a portion of the after-tax component of their annual bonus to acquire shares (pledged 

shares). A matching award will be made to the participant after a three-year pledge period on the condition that the participant 

remains in the employ of the Company and retains the pledged shares over the period. In this context, a matching award means a 

conditional right to receive shares at nil cost to the employee at the end of the three-year pledge period subject to the employment 

condition being satisfied. The number of shares which can be acquired under the matching award is equal to the number of 

pledged shares i.e. a 1:1 match. Currently the employees eligible for the DBP are the executive directors and purchase of the 

The participant remains the full owner of the pledged shares for the duration of the pledge period and will enjoy all shareholder 

rights in respect of the pledged shares. Pledged shares can be withdrawn from the pledge at any stage, but the matching award is 

forfeited in this case. The shares subject to the matching award are only acquired by the eligible employee at the end of the pledge 

period and he has no shareholder rights in respect of those shares before then.

Historically, the vesting of matching awards has not been subject to the satisfaction of performance conditions. This is because 

they are connected to an annual bonus payment which has already been subject to the satisfaction of performance conditions. 

The main purpose of the matching award is to encourage the employees concerned to acquire and retain shares in the company 

through the pledged shares and to retain their services throughout the pledge period. By holding shares in the company, the 

interests of employees are also directly aligned with those of shareholders. However, changes to this structure are proposed and 

are summarised below.

pledged shares for the previous three years in accordance with the rules of the DBP, while 14 900 of the matching shares had 

lapsed during the performance period.
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REMUNERATION continued

The Remuneration Committee has proposed changing the DBP to require a mandatory purchase of pledged shares of 20% of 

participants’ pre-tax bonus with an optional further purchase of pledged shares of up to 40% of participants’ pre-tax bonus to give 

an overall limit of 60% of pre-tax bonus for the purchase of pledged shares. The matching shares to be transferred to participants 

Remuneration Committee is proposing these changes in order to promote executive directors’ share ownership and to introduce a 

The commitment to issue matching shares for the pledged shares held at 28 February 2011 constitutes a 0,11% dilution of the 

Company’s weighted average shares for the year based on the assumption that new shares will be issued to settle them. 

Refer to the limits for the DBP below.

Limits applicable to the SAR Scheme, LTIP and DBP

base salary at the date of the offer. The proposed changes to the long term incentive programme noted above include increasing 

The face value of the grants made to an employee in any financial year under the LTIP should not exceed 80% of his/her base 

salary at the date of the offer. The proposed changes to the long-term incentive programme noted above include increasing the limit 

The face value of the matching shares in any financial year made under an award to an employee under the DBP may not exceed 

30% of his/her base salary at the date of the offer. The proposed changes to the long-term incentive programme noted above 

The Datatec Share Option Scheme

were granted to employees and directors of Group companies at a price equal to the 30-day average closing market price prior to 

per annum at each anniversary of the date of grant so all options currently in issue have vested. Options are eligible to be exercised 

within 10 years of being granted, unless such option lapses through the death or termination of employment of the option holder.
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As at 28 February 2011, 12 380 264 (2010: 11 944 874) share options had been exercised since the original grants and 

Number of holders Number of options Option price per share (ZAR)

113 301 770

170

either been exercised or have lapsed.

Subsidiary share-based remuneration schemes

are all based on the respective subsidiaries’ share price rather than Datatec’s and are predominantly cash-settled.

Non-executive directors’ remuneration
During the year ended 28 February 2011, non-executive directors received fees as approved by the 2010 Annual General 

For the year ending 28 February 2012 the Remuneration Committee has proposed that the Chairman’s fee (inclusive of committee 

This structure will be put to a shareholder meeting for shareholder approval.

The Remuneration Committee determines the fee structure for non-executive directors, including the Chairman, based on benchmarking 

studies prepared by Towers Watson using data from comparable companies. The increase in the Chairman’s fee, determined on 

this basis, is the second phase of an increase determined in the previous financial year. The committee did not consider it necessary 

attendance record of directors at Board meetings.

benefits.
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REMUNERATION continued

External appointments

to retain the fees payable from this appointment.

executive director and subsequently was appointed non-executive chairman.

Directors’ service contracts

has a contract with Datatec International Holdings Limited and Ivan Dittrich has contracts with Datatec Limited and Datatec 

International Holdings Limited. The employment contracts of both executive directors are terminable at six months’ notice by either 

party and contain contractual provisions for payment on termination of employment.

All the non-executive directors have letters of appointment with Datatec Limited and/or Datatec International Holdings Limited. 

Under these contracts, non-executive directors retire in accordance with the articles of association of the Company, which is at least 

every three years. Retiring directors may offer themselves for re-election.

Directors’ emoluments
The following tables set out an analysis of the remuneration, including bonuses, for individual directors who held office during 

the financial years ended 28 February 2011 and 28 February 2010. The Remuneration Committee has approved the executive 

directors’ emoluments. The external auditors have independently confirmed the emoluments disclosed below. Please refer to 

page 72 for details of directors’ share-based incentive awards.

2011 – US$

 Basic salary Bonus Fees  Pension 

 Other

benefits Total

Executive directors       

1 136 160 1 770 926  170 424  32 702 3 110 212

I P Dittrich  309 999  290 371  20 429  667 299

Total executive directors 1 446 159 2 061 297 –  216 924  53 131 3 777 511

Non-executive directors       

 170 000  170 000

 82 000  82 000

Total non-executive directors – –  626 000 – –  626 000 

Total directors’ emoluments 1 446 159 2 061 297  626 000  216 924  53 131 4 403 511
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In addition to the short-term emoluments above, details of gains under long-term incentive schemes are set out in the section on  

Directors’ share interests below.

2010 – US$

 Basic salary Bonus Fees  Pension 

 Other 

benefits Total

Executive directors       

1 136 160  170 424  30 929

I P Dittrich  317 282  14 762  628 294

Total executive directors 1 453 442 1 607 013 –  218 016  45 691 3 324 162

Non-executive directors       

Total non-executive directors – –  563 583 – –  563 583

Total directors’ emoluments 1 453 442 1 607 013  563 583  218 016  45 691 3 887 745

Other benefits above include private medical insurance, and private fuel costs.

Senior management emoluments
The total remuneration of the 16 most senior executives employed by the Group subsidiaries during the financial years ended 

28 February 2011 and 28 February 2010 is set out in the annual financial statements on page 149 of this annual report.

the Group be disclosed in the integrated report but the Remuneration Committee has decided not to apply this recommendation 

because it is not in the interests of the Company to do so as there would potentially be a negative impact competitively.
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REMUNERATION continued

Directors’ share interests
The directors who held office at 28 February 2011 had the following interests in ordinary shares of the Company which were 

unchanged at the date of this report:

Direct

beneficial

Indirect

beneficial  Total

2011

Executive directors    

 13 302 626

I P Dittrich 49 037  49 037

Non-executive directors   

 –

I Ighodaro  –

 733 371  733 371

 300  300 

– 

 – 

28 February 2011  8 282 708  5 802 626  14 085 334 

2010    

Executive directors    

I P Dittrich 34 223  34 223 

Non-executive directors   

 233 000  233 000 

 300  300 

28 February 2010

interest in an investment group whose portfolio includes 1 000 000 (2010: 1 000 000) Datatec shares. 

Directors’ share interests

Directors holding office at 28 February 2011 held the following Datatec share options: 

Grant 

date

Grant 

price 

(ZAR)

Number of 

options

Lapsed 

during

 the year

Exercised

during 

the year

Options 

held at 

year-end

11/12/2000  200 000  200 000

Subtotal   200 000  200 000 –  –

I P Dittrich 10/12/2001 10,96  12 670  12 670

24/11/2003 8,88

10/12/2004 9,69

Subtotal   38 920  –  38 920  –

Total   238 920  200 000 38 920  –
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Grant

date

Grant 

price

(ZAR)

SARs held 

at beginning 

of year

Granted

during 

the year

Exercised

during 

the year

SARs held 

at 

year-end

13,76  330 669  330 669

27,22  187 482  187 482

38,64

 263 873  263 873

34,27  198 482  198 482

Sub-total  1 435 137  198 482  330 669 1 302 950

I P Dittrich 13,76  41 047  41 047

27,22  23 093  23 093

38,64  23 810  23 810

34,27

Sub-total   282 990  51 278  –  334 268

Total  1 718 127  249 760 330 669 1 637 218
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REMUNERATION continued

Directors holding office at 28 February 2011 held the following conditional awards under the LTIP:

 
Grant 
date

Awards 
held at 

beginning
of year

Granted
during 

the year

Vested and
settled 
during 

the year

Lapsed 
during 

the year

Awards 
held

at year-end

(61 470) (96 147)

 263 873  263 873

 198 482  198 482

Sub-total  916 986  198 482 (61 470) (96 147)  957 851

I P Dittrich (6 964) (10 893)

 99 229  99 229

Sub-total  164 137  38 459 (6 964) (10 893)  184 739

Total 1 081 123  236 941 (68 434) (107 040) 1 142 590

in settlement of the part of the 2007 grant of conditional shares under the LTIP which vested. The value of the shares transferred on 

Directors holding office at 28 February 2011 held the following Datatec shares acquired and pledged under the terms of the DBP:

Date of
purchase

of pledged
shares

Share 
price
(ZAR)

Pledged 
shares held 

at 
beginning

of year

Pledged
shares

purchased
during 

the year

Matched
during 

the year

Pledged 
shares 
held at 

end of year

30,72

 80 000  80 000

37,80  74 430  74 430

Sub-total   180 000  74 430  50 000  204 430

I P Dittrich 31,03

14,90  3 300  3 300

37,80

Sub-total   5 800  7 850 –  13 650

Total   185 800  82 280 50 000  218 080

The pledged shares shown above are included in the directors’ share interests shown on page 72.
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expert confirming that the transaction is fair to Datatec’s shareholders. BDO Corporate Finance (Pty) Limited, as the independent 

director of Westcon Group in line with American practice for directors’ fees and awards: 

Grant date Grant price US$ Number

 1,990 49

42

 3,170 36

 1,620 

 3,100 

These awards have been ratified by the Datatec Remuneration Committee.



76
Datatec Annual Report 2011

FUTURE PERFORMANCE OBJECTIVES AND CONCLUSION 

Outlook
The Group is strategically well placed in all of its operations. The vendors, technologies, partners and clients we work with intersect 

some of the most exciting developments and trends in our industry. Our diversity, scale and geographical reach give the Group 

resilience as well as exposure to some of the world’s fastest growing economies.

All our divisions are on a better growth trajectory than over the last few years and are forecasting stronger growth this year. 

two years since the low of the 2008/2009 financial crisis and we now expect the operating leverage and margin expansion 

to continue as growth is maintained. Westcon’s end markets continue to be buoyant, positively impacted by cloud computing, 

the proliferation of broadband wireless networks and the associated demands these technology trends place on networking and 

security. These are all areas within which Westcon and its vendor partners are heavily involved.

The growth in networking-dependent cloud computing is also providing a strong underpin to Logicalis’ continued recovery.  

Overall we are anticipating revenue growth for the division to be in the mid-teen’s this year, with overall margin expansion through 

a combination of improving market conditions, operational leverage and the investment in developing services around our data 

centre operations bearing fruit. 

and restructuring of last year is expected to result in solid operational leverage this year, while the growing internationalisation of 

the business and our focus on telecom operators and service providers, should help to improve scale.

The Board expects revenue and profitability across all divisions to improve, as global growth is becoming more aligned across 

trends and industry growth drivers are wireless broadband across 4G/LTE networks, increasing demands for network security and 

the adoption of private cloud computing services.
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Based on current trading conditions and prevailing exchange rates, the Board expects revenues for the 2012 financial year of 

based has not been reviewed and reported on by Datatec’s external auditors.

The Board intends to review the environmental, employee and social aspects of the Group operations and adopt the most 

appropriate non-financial metrics from the Global Reporting Initiative (GRI) framework in future so that it can quantify progress and 

set targets in these areas.

We do not anticipate any change in the Group’s risk profile in the year ahead and we continue to review and assess new 

The board and management are satisfied with the current and anticipated performance of the Group in the context of its strategic 

and financial objectives. Performance will be improved through continued focus on developing business in higher margin products 

and services. The Group’s geographic diversity will continue to provide stability in the conditions of variable economic performance 

in different regions.

Datatec will continue to promote sustainable IT solutions for its customers and support IT training and development of disadvantaged 

communities through the work of the Datatec Education and Technology Trust.

We believe that our integrated approach to our business enshrined in our business philosophy is the optimal way of realising our 

strategy to deliver long-term, sustainable, above average returns to shareholders.

Jens Montanana      Ivan Dittrich

Chief Executive Officer     Chief Financial Officer

 *  Excluding goodwill and intangibles impairment, amortisation of acquired intangible assets, profit or loss on sale of assets and businesses, fair value movements on 
acquisition-related financial instruments and unrealised foreign exchange movements.

**   Forecasts for profit after tax, earnings per share and headline earnings per share do not take into account any fair value gains or losses on acquisition-related financial 
instruments (including put option liabilities), which are required under IFRS.
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APPENDIX 1 

Datatec Limited  

Board Charter/terms of reference 
Constitution 

The primary objective of the Company’s Board Charter is to set out the role and responsibilities of the Board of Directors (“the 

Board”) as well as the requirements for its composition and meetings. 

This Board Charter is subject to the provisions of the Companies Act, the Company’s memorandum of incorporation and any other 

applicable law or regulatory provision and is in accordance with the recommendations of the Code of Governance Principles for 

Membership 

The number of directors shall not be less than four directors and not more than fifteen. The Board shall comprise a balance of 

executive and non-executive directors with a majority of non-executive directors. A majority of the non-executive directors shall be 

independent.

suitable candidates to be approved by the Board as a whole and proposed to shareholders. 

The Chairman shall be an independent non-executive director and the roles of the Chairman and Chief Executive Officer shall be 

separated. Hence the running of the Board and the executive function of the management of the Company’s business will be the 

responsibilities of the Chairman and the Chief Executive Officer, respectively. 

The Chief Executive Officer and the Chief Finance Officer are ex-officio members of the Board. 

A formal induction programme is established for new directors and inexperienced directors are developed through a mentorship 

programme. Continuing professional development programmes are implemented which ensure that directors receive regular 

briefings on changes in risks, laws and the environment.

Unless varied by these terms of reference, the appointment of directors will be governed by the articles of association of the 

Company.

Role and responsibilities of the Board 

The role and responsibilities of the Board will be, inter alia, to: 

and other stakeholders of the Company along sound corporate governance principles. 

management; 

Company is and is seen to be a responsible corporate citizen by having regard to not only the financial aspects of the business 

of the Company but also the impact that business operations have on the environment and the society within which it operates.
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monitoring operational performance and management.

financial year ahead or why it will not, and in that case, what steps the Board is taking to remedy the situation. 

management and internal control procedures.

reliability of the financial statements. 

promptly and with substance prevailing over form appreciating that stakeholders’ perceptions affect the Company’s reputation. 

can dominate the Board’s decision making. 

meeting, is accompanied by a full explanation of the effects of the proposed resolution. 

present. 

The Board should have unrestricted access to all Company information, documents, records and property. 

The Board should do everything necessary to fulfil its role set out above but may delegate certain functions to its committees without 

abdicating its own responsibilities. Delegation is formal and involves the following: 

Meetings 

Charter, but it will normally meet not less than four times a year. Any Board member may call further meetings if required.

Reasonable notice of meetings and the business to be conducted shall be given to members of the Board.

The chairperson, at his discretion, may invite other executives to attend and to be heard at meetings of the Board. 
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APPENDIX 1 continued

Proceedings at meetings 

Unless varied by these terms of reference, meetings and proceedings of the Board will be governed by the Company’s articles of 

association.

only and they may not vote.

 

Board members must attend all scheduled meetings of the Board, including meetings called on an ad-hoc basis for special matters, 

If the nominated Chairman of the Board is absent from a meeting, the directors present must elect one of the directors present to 

act as chairman.

The Board must establish an annual work plan for each year to ensure that all relevant matters are covered by the agendas of the 

meetings planned for the year. The annual plan must ensure proper coverage of the matters laid out in this Charter: the more critical 

matters will need to be attended to each year while other matters may be dealt with on a rotation basis over a three-year period. 

The number, timing and length of meetings, and the agendas are to be determined in accordance with the annual plan. 

A detailed agenda, together with supporting documentation, must be circulated, in advance of each meeting to the members of 

the Board and other invitees. 

Board members must be fully prepared for Board meetings to be able to provide appropriate and constructive input on matters for 

discussion. 

 

soon as possible after the meeting and circulated to the Chairman and members of the Board for review thereof. The minutes must 

be formally approved by the Board at its next scheduled meeting. 

General 

The Board, in carrying out its tasks under these terms of reference, may obtain such outside or other independent professional advice 

as it considers necessary to carry out its duties.

 

The Board will ensure that members of the Board will have access to professional advice both inside and outside the Company in 

order for it to properly perform its duties.

The evaluation of the Board, its committees and individual directors, including the Chairman, must be performed every year.

These terms of reference may be amended as required, subject to the approval of the Board.

These terms of reference will be subject to annual review by the Board.

Approval

This Charter was approved by the Chairman of the Board on 12 October 2010 and is due for review in October 2011.
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APPENDIX 2 

Subsidiary share-based payment schemes
Westcon Group share-based remuneration

grants of share options or share appreciation rights based on Westcon common shares to employees, directors, consultants and 
other advisers to Westcon. 

3 320 share options outstanding as of 28 February 2011 are exercisable only upon the completion of an initial public offering 
of Westcon’s common shares. Additionally, if there is a change in control prior to an initial public offering of Westcon’s common 
shares, the vested share options and share appreciation rights, as well as one-half of the unvested share appreciation rights, will 
be redeemed and paid based on the appreciation, if any, of Westcon’s common shares.

grant, are voluntarily redeemable in cash in equal instalments over three years beginning with the date of each vesting period, and 
expire on the last redemption date, which is five years from the date of grant.

Westcon Group Share Incentive Plan 2011 2010 2009 2008 2007

Date of grant 1 June
2010 2009 2008 2007 2006

and prior 

4 205 3 620 2 706 24 706
– (182) (8 276)
– (342) (9 812)

 
28 February 2011 4 205 2 364 1 439 6 618

32 32 31 26 236
– (3)
– (1) (4) (8) (78)

at 28 February 2011 32 31 27 18

 3 100,00  1 620,00  3 170,00 
Grant as a percentage of Westcon Group’s issued share capital 1,89% 1,62% 1,21% 1,14% 11,20%

Life
5

years years years years  years 

Westcon Africa, India and Middle East (“AIME”) SAR Schemes

the year ended 28 February 2011, operated cash-settled share appreciation right schemes at a group level and also for most of 
its main subsidiary groups under similar terms to allow senior employees to participate in the equity growth of their business units.

The following schemes are in operation:
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APPENDIX 2 continued

schemes at each annual grant. The schemes are cash-settled which requires an annual valuation of each entity in the Westcon Emerging 

issue. There are certain headline earnings performance conditions which govern the vesting of each award.

date are given in the table below:

Westcon EMG Share Appreciation Rights Scheme 2011 2010

Date of issue 1 July
2010 2009

 150 000
–
–

 150 000

3 3
–
–

3 3

5,90 3,74
1,8% 1,7%

Life 5 years 

Westcon SA Share Appreciation Rights Scheme 2011 2010 2009 2008 2007

Date of issue 1 July
2010 2009 2008 2007 2006

 20 000  20 000
–

(3 500) (6 800)

 16 500  21 244  13 200

13 13 12 14 4
– (3)

(2) (2) (2) (4) (1)

 
28 February 2011 11 11 10 10

93,56 82,00 140,00 74,71 39,73 
2,00% 2,66% 2,00%

Life 5 years 
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and details of the two grants made to date are given in the table below:

Westcon Africa Share Appreciation Rights Scheme 2011 2010

Date of issue 1 July
2010 2009

 20 000  20 000

–

–

 20 000  20 000

3 2

–

–

3 2

7,36 4,36

Grant as a percentage of Westcon Africa notional share capital 2,0% 2,0%

Life 5 years 

Westcon Middle East Share Appreciation Rights Scheme 2011 2010 2009

Date of issue 1 July
2010 2009 2008

 17 600  28 000

–

–

 17 600

7 7 10

–

– (1)

7 7 9

41,96 30,23

1,8% 1,7% 2,8%

Life 5 years 

Logicalis Group Share Appreciation Rights Scheme

to senior managers. The scheme is cash-settled which requires an annual valuation of Logicalis to mark the liability to the valuation 

vest after 24 months and the remainder after 36 months. All rights lapse if not exercised by the end of the seventh year after grant. 
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APPENDIX 2 continued

There are certain headline earnings performance conditions which govern the vesting of each award.

Logicalis Group Share Appreciation Rights 

Scheme 2011 2010 2009 2008 2007 2006

Date of grant 1 July
2010 2009 2008 2007 2006

1 132 711 1 020 000 1 100 000 1 260 000

(35 000) (70 000) (120 000) (80 000)

– (160 000)

28 February 2011 1 097 711  739 000  820 000

were issued  38  23  37  31 43 21

(1) (2) (8) (6) (9)

– (11)

at 28 February 2011 37 21 29 34

2,97 1,90 3,94 3,82 3,00 

Grant as a percentage of Logicalis Group’s issued 

share capital 1,43% 1,29% 1,17% 1,16% 1,74% 

Life 7 years 7 years 7 years 7 years 7 years 7 years 

grants are made to key employees of PLLAL and the annual valuations and appreciation rights are based on the equity value of 
PLLAL.

PLLAL Share Appreciation Rights Scheme 2011 2010

Date of grant 1 July
2010 2009

 382 500

– 

– 

 382 500  380 000

 19

– ( 1)

– 

19 24

2,87 1,93

Grant as a percentage of PLLAL’s issued share capital 1,00% 1,00%

Life 7 years 7 years
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Consulting Services division Share-based Remuneration

under the terms of which share-based remuneration had been granted in previous years. Under the terms of the performance share 
plan, conditional shares are granted to participants. One-third of the conditional shares vest unconditionally after three years if 

remaining two-thirds is conditional on an earnings-based performance condition and may be settled in cash or shares. Details of 
the grants under these schemes are given in the table below:

Analysys Mason Performance Share Scheme 2011 2010 2009 2008

Date of issue 1 August
2010

1 August

2009

1 August

2008

1 August

2007

 43 428  43 068  46 787

– (9 328)

(5 173) (11 037) (22 837)

 38 255  32 031  29 321  14 622

35 43 61 72

–

(6) (9) (21) (39)

29 34 40 33

Grant price (GBP)  12,12  14,07 21,72 

2,33% 2,16% 2,33% 2,34% 

Life 3 years 3 years 3 years 3 years 

the three years following issue, the holders of the “B” and “C” shares will be entitled to participate in the growth of the business 
valuation over those three years. The “B” and “C” growth shares are separate classes of share capital acquired by participants 
which only participate in any growth in value of the company above the valuation at the time of issue, (subject to the 10% threshold 
growth). 
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Overview
Westcon Group, Inc™ is a value-added distributor of category-leading unified communications, infrastructure, data centre and 
security solutions with a global network of speciality resellers addressing the needs of customers in over 170 countries worldwide.

and Blue Coat all of which benefit from the Group’s global reach and unique vendor support programmes which are designed to 
provide fastest time to revenue. 

Westcon adds value to its distribution activities on a global scale by providing resources such as reseller-oriented solutions 
programmes, technical and managed services capabilities, sales and product training, financing, engineering support, global 
procurement and logistics. 

Westcon’s customers consist of value-added resellers, systems integrators and service providers that resell networking products and 
solutions to small- and medium-sized businesses, enterprise organisations and governments around the world. Westcon provides 
a wide range of value-added solutions to its customers including the design and configuration of convergence, mobility and data 
centre networks, as well as network extensions such as videoconferencing, network storage, unified messaging and network 
security. Westcon Group also provides a full range of services to complement these solutions. 

The year in review
Westcon Group’s business strengthened throughout 2011 as the global technology market continued its gradual recovery from a 
difficult economic climate. In order to enhance its own operational efficiency, Westcon centralised its data centre using the Cisco 

Westcon’s overall revenues experienced an increase of 13% year-over-year and, combined with higher gross margins, resulted 
in a 31% increase in EBITDA compared to 2010 results. Westcon continues to maintain strong relationships with its international 
banking partners and expanded its line of credit in 2011 to support the growth in the business. 

Business structure
Westcon Group operates its multinational distribution business through two primary business units: Westcon and Comstor. 

communications, infrastructure and security solutions from a broad portfolio of industry-leading vendors. Westcon has extensive 
expertise in the following areas and technologies:

WESTCON DIVISIONAL REPORT 

Dean Douglas
Westcon President and CEO

John O’Malley 
Chief Financial Officer
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following Cisco technologies:

Executive team

Global Operations and Logistics Business Unit, helping partners to capitalise on multinational opportunities. 

America.

Manufacturer relationships and operational expansion
Throughout 2011, Westcon continued to expand its award-winning portfolio across its key focus areas of infrastructure, unified 

to offer the market’s most comprehensive range of Cisco solutions, expanding its offering to include the full range of TelePresence 
solutions, as well as IronPort’s email and Web security offerings. 

American operations. 

Expanded financing
In order to facilitate the Company’s expansion and growth, Westcon Group replaced its syndicated vendor-based inventory 

consolidates existing flooring arrangements within Westcon Europe. As a result, inventories are no longer encumbered and the 
Group will use the proceeds of the new facility for supplier prompt payment arrangements, which is earnings enhancing. 

Partner enablement and infrastructure expansion
This year also saw openings of Westcon’s inaugural LEAP Centres in Brussels, Belgium and Denver, Colorado. These “Centres 
of Excellence” enable value-added resellers to receive hands-on training across a broad range of solutions -- all targeted at next-
generation, virtualised data centres. LEAP (Learn, Experience, Architect and Plan) Centres provide the necessary foundation for 
reseller partners to test, train, experiment, simulate and collaborate with a broad range of leading data centre solutions, including 
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Markets

recovery from the 2009 recession. Global IT spending rebounded well in 2010. 
Hardware spending led the way due to pent-up demand for upgrades and general 

at a faster pace, while hardware growth will slow somewhat. Drivers include cloud 
computing, the proliferation of mobile devices (including tablets) and investments in new 
software analytics tools. Potential downside to the forecasts include the sovereign debt 

As international markets continue to rebound, solid growth is forecast for all emerging 

East and Africa. Westcon expects aggressive IT growth in emerging markets such 

Europe, Westcon expects more moderate growth as corporations balance the demands 
of technology upgrade cycles and their ability to make investments in infrastructure to 
increase efficiencies. 

As IT security threats continue to evolve and disrupt businesses on a global basis, Westcon 
expects demand for security hardware and software applications to remain strong. 

increase investment in managing, storing and securing increasing amounts of digital 

private cloud infrastructure and services. Data centre evolution in preparation for the 

in the unified communications space (such as videoconferencing) provide additional 
growth paths for core Westcon Group businesses.

Financial performance 

across all regions. From a geographic perspective, 39% of Westcon’s revenue was 

vendors (2010: 12%).

outbound freight expenses. Operating expenses grew at a much lower rate than revenues. 

of cash generated in 2010 due to a decrease in accounts payable resulting from the 
expiration of extended payment terms for Cisco product in Europe and the decision to 
take advantage of early payment discounts for Cisco product purchases in Europe. As 
expected, Westcon’s operating cash flow performance in the second half showed an 
improvement over the first half of the financial year.

2010 2011

US$ millionsEBITDA  

0

30

60

90

120

Revenue % by vendor

52%

16%

15%
17%

2011
 Cisco
 Convergence
 Security
 Other

Revenue % by vendor

54%

16%

12%
18%

2010
 Cisco
 Convergence
 Security
 Other
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WESTCON CASE STUDY:

MINAS GERAIS

The challenge

Brazil’s 26 states. With a stable economy and 9% share of the country’s GDP, the state 

continues to grow with sustainable improvements in industry, efficiency and infrastructure. 

administration in a compound centre with four large buildings on an 800  000m2 

auditorium, and the fourth the government house (the world’s largest suspended structure).

The challenge was clear: Provide a highly secure network environment to support the 

work of more than 16 000 government employees with wired and wireless access 

points; preserve the security of confidential data moving between government agencies 

without hindering collaboration; and achieve high performance and efficiency across an 

IT and telecommunications system that spanned 270 000m2.

The solution

Cisco Premier Certified Partner) won a public bid to deliver the administrative city’s new 

infrastructure for network, data security, wireless connectivity and unified communications 

-- using an end-to-end Cisco borderless network architecture. As one of the largest in the 

world, the administrative complex was built between the airport of Confins and the City 
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The administrative city features one of the most extensive information technology 

infrastructures in the country. The infrastructure consolidates the departments and agencies 

serve the population, and cut costs for public administration. The deployment involved 

communications. The deployment also included security solutions, firewall systems, the 

confidentiality of critical information.

added distributor, Comstor put its best pre-sales and voice-specialised system engineers 

instead of Capex. Based on its close partnership with Cisco and the Cimcorp/

in Brazil -- Comstor was able to deliver the best technical and financial offerings. A key 

element to the win was its ability to provide an effective financing model. Comstor Brazil 

believed the best option was to rent the Cisco infrastructure to the consortium, with 

Comstor retaining ownership of the Cisco infrastructure during the five-year term of the 

the consortium pays Comstor the rental value. 

In addition to financing, lead time was also a critical success factor if contract fines were 

to be avoided. Comstor Brazil was able to put in place an outstanding logistics service 

in a highly compressed timeframe. The service not only exceeded expectations, but 

avoided any fines brought about by delays. 

“The administrative city of 

Minas Gerais is a project 

that honours Belo Horizonte 

and our entire state with its 

strategic importance, beauty 

and innovation. Being able to 

participate in the development 

of the headquarters of the state 

government, and providing it 

with the complex’s multiservice 

network, makes NetService 

really proud of its work.”

José Moreira de Araújo Neto, 
CEO of Net Service

“This is one of the most 

significant contracts of this kind 

in Latin America. It is a symbol 

of our 21 years of expertise 

in this market and a growth 

milestone for Cimcorp in state 

of Minas Gerais. We believe 

this is a unique project in Brazil. 

We are very proud to be part 

of this exciting project, which 

shows the maturity of the market 

and will become part of local 

history.”

Rogério Dias, Cimcorp 
commercial director in Minas 
Gerais
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Overview

Logicalis Group is an international IT solutions and managed services provider with a breadth of knowledge and expertise in 

IT infrastructure and networking solutions, communications and collaboration, data centre, cloud and professional and managed 

services.

in the areas of advanced technologies and services. Logicalis employs over 2 200 people worldwide, including highly trained 

and public sector customers. 

The Group provides specialised multi-vendor solutions for enterprise and medium-sized companies in vertical markets covering 

financial services, retail, manufacturing and professional services, as well as other sectors, helping customers benefit from cutting-

on an international basis.

The year in review 

Logicalis’ management has delivered a very good financial performance during the year, and remains focused on building a strong 

business through a combination of organic growth and selective acquisition.

The marked improvement in demand reported in the first half of the financial year continued into the second half, with all regions 

enjoying revenue growth. Revenues were up 22% year-on-year in the first half and 28% year-on-year in the second half. In particular, 

telecommunication service providers, with Brazil once again the stand out market. The performance of the Asia-Pacific region was 

also very encouraging with good margins from an enhanced services mix. Despite a weak recovery and difficult trading conditions 

satisfactorily. 

The overall growth in revenue was largely product driven reflecting increased market demand, with revenues from product sales 

with product revenue growth, with annuity revenues up 21%.

Nigel Drakeford-Lewis 
Chief Financial Officer

Ian Cook 
Chief Executive Officer

LOGICALIS DIVISIONAL REPORT 
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the 

be strong. Although the contribution from the Europe region met expectations, it was impacted by the start-up costs arising from the 

communications (“UC”) solutions provider focusing in the areas of UC and customer contact centre solutions for enterprise and 

multinational corporations.

in this region, reinforces its strategic relationship with Cisco and extends its expertise into educational markets within which Logicalis 

previously had limited exposure.

solutions and video managed services and is being integrated into Logicalis’ Unified Communications and Collaboration (“UCC”) 

operation to strengthen its video offering and further broaden its managed services and cloud computing expertise.

Markets 

The markets in which Logicalis operates rebounded during 2010. Demand for technology products increased strongly, typically at 

important customer segment for Logicalis in this region, increased capital expenditure significantly.

from investment in data centres, convergence and unified communications, and industry analysts also continue to forecast strong 

developed economies.

An important trend affecting the ICT market is that buying decisions are increasingly being made by functional and business unit 

managers, rather than central IT departments. In addition, the boundaries separating communications, computing platforms and 

applications are becoming increasingly blurred and therefore complex. As a result, value-added integrators such as Logicalis, 

increasingly need to engage with customers on a business level to identify the issues for which solutions will be designed and the 

ability to provide multi-vendor solutions remains key. 
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Strategy 

each theme. Each of these themes enables our customers to use technology to embrace, support and drive their strategic business 

processes. We help them manage complexity to meet business challenges with advanced skills, world-class products and proven 

experience.

Logicalis’ strategy is based on three key strategic principles: 

The Group’s strategic goal remains the maximisation of growth in profit and value by gaining strength, capability and market share 

in our key markets and establishing Logicalis as the ICT partner of choice for customers. 

Logicalis’ focus remains on high-demand advanced technologies that deliver secure, converged computing and communications 

infrastructures. Our core competencies are the ability to implement and support data centre solutions, unified communications and 

collaboration, storage and data management, virtualisation and consolidation, cloud solutions, intelligent networking and security.

established markets.

Industry recognition

This strategy, combined with Logicalis’ established technical skills, has been recognised by our key vendors for the year under 

review.

commitment to technical support and certification has contributed to its consistent delivery of first-class data centre solutions across 

LOGICALIS DIVISIONAL REPORT continued
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award recognises Logicalis’ achievement in deploying information infrastructures that 

help our clients to manage storage efficiency, protecting valuable data, while at the 

reputable and demonstrate a strong collaborative approach between Logicalis and the 

Financial performance

in demand. 

vendor categories, with Cisco revenues also boosted by the Asia-Pacific acquisition. 

Revenues from total services were up 20%, with strong growth in annuity service revenues 

of 21%.

The gross margin improved to 23,0% (2010: 22,2%). Product margins were up slightly 

Operating expenses increased in line with the gross margin growth. EBITDA was 

After charges for depreciation and amortisation of intangible assets, operating profit was 

44 days achieved at 28 February 2010, mostly due to the longer credit terms provided 

to major customers in Brazil. The credit terms with our suppliers remained relatively flat 

with the days’ payables outstanding for accounts payable of 73 days (2010: 74 days). 

2010, with the cash generation during the year being absorbed by an increase in 

capital investment, particularly in data centre and cloud-based services assets and by the 

cost of acquisitions. 

2010 2011

US$ millionsEBITDA  
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People

In a customer-led and services-based business, success is driven by the quality of our employees. 

In Logicalis, the focus on advanced technologies requires a high level of technical expertise. Group management works closely with 

our vendor partners to ensure that employees are trained appropriately, taking full advantage of vendor-funded training schemes 

wherever possible. Logicalis aims to be an employer of choice attracting, developing and retaining the best people. Logicalis 

invests in whatever training and resources our people need to ensure that they are able to develop and grow with us. 

Logicalis’ personnel practices ensure that every employee, wherever they work, whatever their role, is treated equally, fairly and 

respectfully at all times. Adherence to health and safety standards ensures that our people are properly protected and cared for, 

wherever they operate. Logicalis maintains consistent and transparent diversity policies across all our markets. Logicalis firmly 

believes that career opportunity, recognition and reward should be determined by a person’s capabilities and achievement, not 

their age, sex, race, religion or nationality.

Future prospects

The operational priorities for the coming year are to continue to demonstrate the value of ICT to our customers through our solution 

sales, to develop a multi-vendor portfolio in geographies where Logicalis currently concentrates predominantly on one vendor 

partner, and to closely manage operating costs and maximise the opportunities provided by our multinational customer base. 

In addition, Logicalis expects to benefit from the investments made during 2011 in data centre and cloud-based services in order 

to grow its annuity based managed services. Logicalis will continue to seek out suitable acquisition targets where there are benefits 

for the Group and its customers.

The two main financial goals for the coming year are to achieve a revenue growth rate in excess of the market, and to maintain and 

improve our operating margins by continuing to focus on increasing the services and annuity revenue mix and improving leverage 

communications and collaboration, and professional and managed services.

The macroeconomic recovery is expected to continue, albeit that some markets will be more difficult than others and our customers 

and operating profit growth.



97
Datatec Annual Report 2011

97
Datatec Annual Report 2011

“CONNECTED CONSTRUCTION SITE” 

The challenge

have plans to invest in projects such as roads, seaports, power plants, and oil and gas 

teams of engineers and administrative personnel based at construction sites. At the start 

be involved in a project such as a new power plant or mining project. 

The solution

not only delivers productivity benefits, but the solution also improves on-site safety of 
personnel and information security and better protects assets and inventory. 

designing the multi-vendor solution that includes the data centre infrastructure with 
connectivity to the central office, providing wireless enablement, and in some cases 
satellite connections, and connectivity to all the user endpoints (e.g. PCs, tablets, mobile 

portable videoconferencing devices to enable field workers to show images that can be 
evaluated back at head office.

The next phase is to implement and operate the projects, which can be typically three to 

It has been very important for customers that they are able to make a positive contribution 
to the region’s sustainability and economic well-being.

LOGICALIS CASE STUDY:
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LOUGHBOROUGH 
UNIVERSITY

university for sport, needed to replace its 40-year old data centre which was running 

with limited capacity and badly in need of replacement.   Logicalis was chosen for its 

modular, economical, green and fully resilient at the local level, with the option of hosting 

services remotely at Logicalis’ data centre and has enabled Loughborough to avoid 

remote and back again without buying in more infrastructure”, says Dr Phil Richards, 

Loughborough’s IT Director.

LOGICALIS CASE STUDY:
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CONSULTING SERVICES DIVISIONAL REPORT 

Overview

in Cornwall Energy Associates Limited (“Cornwall Energy”) which was acquired during the year under review. Combined, these 

levels of revenues are being earned outside of this region, with Asia being the main driver for growth as it was in the previous year.

industries. The company is wholly focused on its sector and is respected for its exceptional quality of work, independence and 

of other public sector bodies in more than 100 countries to:

Intact is a networking services and support consultancy delivering high end professional services to its customers. Intact’s services 

are offered exclusively through its partner network, which include value add resellers, systems integrators, network integrators and 

service providers. Intact’s technology focus is on networking, unified communications, security, wireless and data centre, and 

although its technical expertise has a strong bias towards Cisco, the Intact service delivery system is entirely vendor agnostic. The 

company has grown rapidly over recent years and has a reputation for dealing with complex technical and logistical process 

focusing on the areas of electricity generation and distribution, including renewable energy, and smart grids (intelligent networked 

distribution). This modest investment will provide the Group with insight and early access to an industry which could be fundamentally 

transformed by advances in technology.

Rob Evans (left), Chief Operating Officer

Callum McGregor (right), Chief Financial Officer

integrated services
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Financial performance

The division had a good start to the financial year but a combination of external market pressures, investments in the expansion 

and development of the division, and further internal restructuring activities contributed to mixed results for the full year. Furthermore, 

margins which rose from 29,9% to 31,0%. Operating costs increased by 28% as a consequence of the geographic expansion 

contributing 72% (2010: 61%) of the overall total. The successful integration of BDA India, expansion in Asia and strong subscription 

margin of 0,4% (2010: 2,0%) after deduction of the cost of restructuring which is expected to yield annualised savings of 

and Asia fell short of early indications and ultimately lagged the investment made in these new territories. As a result EBITDA fell to 

Markets

The near term market for consultancy services in the telecoms sector continues to be difficult to predict but appears to be improving. 

will play to the division’s strengths.

reputation, technical skills and project management capability continues to attract the attention of large clients. Increasingly, the 

company is delivering skilled staff and services to support operators that are executing large-scale transformation and outsourcing 

engagements on behalf of global enterprises.

People

The division’s strongest asset is the expertise, experience, commitment and problem-solving skills of approximately 400 employees. 

Each of the companies employs an impressive range of passionate, innovative and talented people from across the telecoms, 

media and IT industries. There have been several initiatives during the year under review to support the recruitment, development 

and retention of this diversity of talent.

strides have also been taken to improve the organisational shape for more effective project execution.

CONSULTING SERVICES DIVISIONAL REPORT continued



101
Datatec Annual Report 2011

Intact has hired a head of HR and developed functional centres of excellence in commercial and technical areas to provide a 

platform for global delivery. The company has also continued to invest in its technical strength adding Cisco accreditations in the 

data centre space to its unified communications and contact centre specialisms. Both organisations have implemented new skills 

development initiatives and have broadened the international dimension of their talent pool. 

Strategy 

Divisional strategy is informed by recent economic conditions, future market evolution and the unique nature of each of the 

businesses.

of discretionary-spend constraints and dependence on a sizable volume of relatively small short-term projects. 

Intact has grown very rapidly and has a strong reputation for delivering technically and logistically complex projects within its key 

recent geographical expansion to deliver increased returns from global customers. Both businesses have an expert/technical bias 

and at this stage of their evolution the key priority is to enhance the commerciality and focus of each of the businesses without 

diluting the significant value propositions delivered by its exceptional talent.

Overlaying and complementing this, the key elements of strategy at the divisional level are:

Future prospects 

A period of consolidation is now expected as management seeks to leverage the recent expansion into new territories and improved 

operating models in established markets. Growth ambitions will continue to be balanced against prevailing market conditions and 

expected to grow commensurate with its increased footprint.
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FORTUNE 50

The problem

The company in question had been troubled by declining growth for the past few years. 

This was partly due to significant changes in the Indian telecoms market (such as the 

increased outsourcing of IT), and partly due to growing problems of sales channel 

client could focus on in the near to medium term in an effort to reverse declining revenues 

and build the capabilities they would need to exploit developments like 3G and wireless 

access.

The solution

The first step was to develop a unified perspective that reflected the rapidly changing 

at the growth constraints in our client’s existing business, in particular their current and 

planned product portfolio, organisational structure, account level history, planning 

process and client organisation.

To understand how to create growth in the near term we spoke to internal account teams, 

business groups, product teams and support functions with the aim of identifying key 

issues, end users initiatives and growth priorities.

ANALYSYS MASON  
CASE STUDY:
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Finally, we ran a series of external industry meetings to identify account initiatives and 

associated financial and investment plans based on a series of competitive scenarios, 

end user needs and expansion plans.

The result

With all this in place we were able to identify key strategic imperatives that could be 

period and such a huge client. We were also able to assign revenue responsibilities and 

pinpoint exactly where investment was needed. All this was supported by account level 

operational initiatives covering licensing, geographical coverage, channel partnerships 

and resource planning.

Another benefit was a unified view of the business, based on the market-aligned strategy 

framework we created. This helped our client identify and prioritise potential areas for 

investment in emerging growth areas.

developed strategy plans for a number of emerging areas including mobile devices, 

cloud computing and applications such as identity and access management. Finally, for 

each of the new business lines under review, the team developed a market opportunity 

summary, business case and operational initiatives, together with an investment and 

resourcing plan.

We’re delighted to say that the end-to-end strategy and business plans we created were 

signed off by the client’s Indian, regional and global teams. As a result our client now 

has a detailed roadmap that describes the way forward for their existing and new 

business segments in the near, to medium term, together with several promising initiatives 

for revenue growth. In short they have everything they need to go forth and achieve their 

objectives. 
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CONSULTING 
SERVICES 

“Our strongest asset is 

the expertise, experience, 

commitment and problem 

solving skills of our 

400 employees.  Each 

of the companies employs 

an impressive range of 

passionate, innovative and 

talented people from across 

the telecoms, media and IT 

industries. By harnessing 

our collective brainpower 

we can solve real world 

problems and deliver 

tangible benefits to our 

customers.  As a Japanese 

proverb says, “all of us are 

smarter than any of us”.  

Rob Evans

Consulting Services, COO
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BOARD APPROVAL
for the year ended 28 February 2011

The Group annual financial statements for the year ended 28 February 2011 are prepared in accordance with International 
Financial Reporting Standards, the Companies Act of South Africa and incorporate transparent and responsible disclosure together 
with appropriate accounting policies.

The directors are responsible for the maintenance of adequate accounting records, the preparation and integrity of the Group 
annual financial statements and all related information. The directors are also responsible for the systems of internal control which 
are designed to provide reasonable, but not absolute, assurance as to the reliability of the financial statements and to adequately 
safeguard, verify and maintain accountability of assets and to prevent and detect material misstatement and loss.

The directors believe that the Group has adequate resources to continue in operation for the foreseeable future and accordingly the 
financial statements have been prepared on a going-concern basis.

The Group annual financial statements which appear on pages 109 to 177 were approved by the Board of Directors on 
11 May 2011 and are signed on its behalf by:

 
J P Montanana I P Dittrich
Chief Executive Officer Chief Financial Officer

In terms of section 88(2)(e) of the Companies Act (Act 71 of 2008), as amended (the “Act”), I certify that for the year ended 
28 February 2011, Datatec Limited has lodged with the Registrar of Companies all such returns as are required of a public 
company in terms of the Act.

Further, that such returns are true, correct and up to date.

S P Morris
For and on behalf of
Datatec Management Services (Pty) Limited
Secretary

11 May 2011

CERTIFICATE BY SECRETARY
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INDEPENDENT AUDITOR’S REPORT
for the year ended 28 February 2011

TO THE MEMBERS OF DATATEC LIMITED
We have audited the Group annual financial statements and annual financial statements of Datatec Limited, which comprise the 
consolidated and separate statements of financial position as at 28 February 2011, and the consolidated and separate statements 
of comprehensive income, changes in equity and cash flows for the year then ended, and a summary of significant accounting 
policies and other explanatory notes, and the directors’ report, as set out on pages 109 to 177.

Directors’ responsibility for the financial statements
The Company’s directors are responsible for the preparation and fair presentation of these financial statements in accordance 
with International Financial Reporting Standards and in the manner required by the Companies Act of South Africa, and for such 
internal control as the directors determine is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.

Auditor’s responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance 
with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform 
the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. 
The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant 
to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the consolidated and separate financial position of 
Datatec Limited as at 28 February 2011, and its consolidated and separate financial performance and consolidated and separate 
cash flows for the year then ended in accordance with International Financial Reporting Standards and in the manner required by 
the Companies Act of South Africa. 

Deloitte & Touche
Registered Auditors

Per I T Marshall
Partner
11 May 2011

Buildings 1 and 2  Private Bag X6
Deloitte Place  Gallo Manor 2052
The Woodlands  South Africa
Woodlands Drive
Woodmead, Sandton

National Executive: G G Gelink, Chief Executive; A E Swiegers, Chief Operating Officer; G M Pinnock, Audit; D L Kennedy, Risk Advisory; 
N B Kader, Tax & Legal Services; L Geeringh, Consulting; L Bam, Corporate Finance; J K Mazzocco, Human Resources; C R Beukman, Finance; 
T J Brown, Clients; N T Mtoba, Chairman of the Board; M J Comber, Deputy Chairman of the Board

A full list of partners and directors is available on request.

B-BBEE rating: Level 2 contributor/AAA (certified by Empowerdex)

Member of Deloitte Touche Tohmatsu
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AUDIT, RISK AND COMPLIANCE COMMITTEE REPORT

The Audit, Risk and Compliance Committee (the “committee”) comprised the following independent non-executive directors during 
the year and to the date of this report:

The committee reports that it has adopted appropriate formal terms of reference as its charter, and has regulated its affairs in 
compliance with this charter, and has discharged all of the responsibilities set out therein.

The committee considered the matters set out in section 94(7) of the Companies Act (71 of 2008), and is satisfied with the 
independence and objectivity of Deloitte & Touche as external auditors and Mr Ian Marshall as the designated auditor. The Audit 
Committee further approved the fees to be paid to Deloitte & Touche and its terms of engagement and pre-approved any proposed 
contract with Deloitte & Touche for the provision of non-audit services to the Company.

appropriate expertise and experience.

The committee is satisfied that there was no material breakdown in the internal accounting controls during the financial year. This 
is based on the information and explanations given by management and the outsourced internal audit function as explained more 
fully on pages 22 to 29 of the integrated report.

The committee has evaluated the financial statements of Datatec Limited and the Group for the year ended 28 February 2011 
and, based on the information provided to the committee, considers that the Group complies, in all material aspects, with the 
requirements of the Companies Act (71 of 2008), as amended, and International Financial Reporting Standards (IFRS).

C S Seabrooke
Chairman
Audit, Risk and Compliance Committee

11 May 2011
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DIRECTORS’ REPORT
for the year ended 28 February 2011

PROFILE AND GROUP STRUCTURE
Datatec Group is an international information communications technology (“ICT”) networking and related services business with 
operations in many of the world’s leading economies. The Group’s main lines of business comprise: the global distribution of 
advanced networking and communications convergence products (“Westcon”); ICT infrastructure solutions and services (“Logicalis”); 
and Consulting Services (“Analysys Mason” and “Intact”). “Corporate and other” encompass the operating costs of the Group’s 
head office entities.

GROUP FINANCIAL RESULTS
Commentary on the Group financial results is given in the integrated report on pages 44 to 48. Full details of the financial position 
and financial results of the Group are set out in the annual financial statements on pages 109 to 177.

SHARE CAPITAL
Authorised share capital
The authorised share capital of the Company at 28 February 2011 and 28 February 2010 is R4 000 000 made up of 
400 000 000 ordinary shares of one cent each.

Issued share capital
As at 28 February 2011, the issued share capital amounts to R1 855 916 divided into 185 591 558 ordinary shares of one cent 
each (2010: R1 822 896 divided into 182 289 608 ordinary shares).

SHARE CAPITAL CHANGES DURING THE YEAR

were issued as part of the consideration for acquisitions including a vendor consideration placing. 

Financial details of the movement in share capital have been reflected in the statement of changes in equity on page 124, and in 
Note 15 in the annual financial statements.

DIRECTORS
Full details of the current Board of Directors appear on pages 18 to 21. All directors, including non-executive directors, are required, 
in terms of the Company’s articles of association, to retire at least every three years and may offer themselves for re-election. All 
directors are subject to re-election by shareholders at the first opportunity after their appointment in addition to re-election at least 
every three years.

Brief curricula vitae of directors are included on pages 20 and 21 and further information on the directors, including their interests 
in the shares of the Company and share-based remuneration schemes, is provided in the remuneration section of the integrated 
report set out on pages 60 to 75.

GOING CONCERN
The directors believe that the Datatec Group has adequate financial resources to continue in operation for the foreseeable future 
and accordingly the financial statements have been prepared on a going concern basis.

The Group is solvent and has access to sufficient cash resources. Ordinary shareholders’ funds are $728 million (2010: $668 million). 
Working capital remains well controlled. Receivables and inventory are of sound quality and adequate provisions are held against both. 
The Group has sufficient liquidity and borrowing capacity to meet its ongoing operating needs, including approved capital expenditure. 

borrowing facilities of $778 million of which $609 million was available for draw-down against existing collateral at that date.

The Group has no need to undertake a capital restructuring and key executive management is in place. The Board is not aware of 
any new material changes that may adversely impact the Group relative to customers, suppliers, services or markets. The Board is 
not aware of any material non-compliance with statutory or regulatory requirements and there are no pending legal proceedings 
other than in the normal course of business. 

INVESTMENTS AND SUBSIDIARIES
Financial information relating to the Group’s investments and interests in subsidiaries is contained in Annexure 1 of the Group annual 
financial statements and Note 4 of the Company financial statements.
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ACQUISITIONS
The following significant acquisitions were concluded during 2011:

Westcon Group
On 1 October 2010, Westcon SA acquired Biodata IT SA (Pty) Limited (“Biodata”), a South African-registered and privately owned 

vendor suite and established presence in the South African market added significantly to Westcon SA’s existing security portfolio.

On 7 October 2010, Datatec’s subsidiary Westcon Group, Inc. (“Westcon”) acquired the outstanding 2,6% interest in its own 

now holds 100% of the equity and voting rights in Westcon. Prior to the transaction Westcon was owned (97,4%) by Datatec and 
2,6% by Routine Capital Corporation (“Routine Capital”). The transaction was effected by a stock purchase agreement signed on 
6 October 2010 under the terms of which the Westcon shares held by Routine Capital were repurchased and then cancelled by 
Westcon. The consideration for the transaction was settled $2,4 million in cash and a loan note for $11,9 million bearing interest 

of Westcon share options on 17 November 2010 by John McCartney, a non-executive director of both Datatec and Westcon. 

As Mr McCartney is a related party of Datatec, a written confirmation from BDO Corporate Finance (Pty) Limited, an independent 
expert acceptable to the JSE, confirming that the transaction was fair to Datatec’s shareholders was obtained in accordance with 
the Listings Requirements of the JSE.

Legend Computing (Pty) Limited (“ALC”) and the Mineworkers’ Investment Corporation (“MIC”) subscribed for new shares in WSA 
constituting 26% of the equity. This transaction considerably enhanced WSA’s broad-based BEE credentials. The transaction was 
effected in two stages: 

1)  Datatec acquired the 25,1% share of WSA held by ALC for a consideration of R20 million settled by the issue of R7 million 

2)  MIC subscribed for a 26% share of WSA in the form of new equity for a cash consideration of R28 million. 

The net result of the transaction is that Datatec’s equity ownership of WSA reduced slightly to 74%. 

Logicalis Group
On 20 September 2010, Logicalis Group acquired the business of Touchbase Singapore from Touchbase Group. Touchbase 
Singapore is a unified communications (“UC”) solutions provider focusing on the areas of UC and customer contact centres for 
enterprise and multinational corporations.

In December 2010, Logicalis acquired Network Infrastructure Corporation (“NIC”). NIC is a Cisco Gold Partner which focuses 
on the south-west region of the United States. The business was integrated into Logicalis’ US operation to strengthen its presence in 
the south-west. Logicalis will deploy some of NIC’s best practices nationally, in particular in the education vertical, to other regional 
operations in the US enhancing its offering to customers.

On 2 January 2011, Logicalis acquired Direct Visual Limited (“Direct Visual”) for $7,2 million. Direct Visual is one of the UK’s 
leading independent suppliers of video communications with a strong audio-visual and managed service offering.

Consulting services division

with 15 employees, based in New Delhi, which provides Analysys Mason with a platform to develop its consulting business in India 
and to support its existing operations in Singapore and Dubai. Furthermore, BDA India’s research capabilities will enable Analysys 
Mason to deliver global research coverage to its clients.

Investments in joint ventures and cost-accounted investments increased to $7,9 million from $6,8 million, mainly as a result of 
consulting services division investments in Cornwall Energy Associates and Simon Jones and Associates, both of which are in the UK. 

DIRECTORS’ REPORT continued

for the year ended 28 February 2011
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SPECIAL RESOLUTIONS OF THE GROUP
On 19 August 2010, the Company registered a special resolution after receiving general shareholder approval at the Annual 
General Meeting (“AGM”) held on 11 August 2010 to repurchase its own securities or to effect the repurchase of the Company’s 
securities by a subsidiary of the Company.

The Company’s subsidiary WSA registered a number of special resolutions during the year ended 28 February 2011 all in 
connection with the restructuring described on page 110 whereby the shares of the previous BEE partner ALC were purchased by 
Datatec and the new BEE partner, MIC subscribed for new shares constituting 26% of the equity of WSA. The special resolutions 

creation of cumulative redeemable preference shares, substitution of Memorandum of Association, and further amendment of 
Articles of Association.

During the year ended 28 February 2011 all the non-South African subsidiaries of the Company’s subsidiary Westcon Emerging 
Markets Group (Pty) Limited (“WEMG”) were transferred to Westcon Group, Inc. as an internal reorganisation. The transfer took 
place after the Company had increased its holding in Westcon Group to 100% so there was no effect external to the Group. 
Special resolutions were registered by two of the Company’s South African intermediate holding companies in order to give effect 
to the transfer of their subsidiaries to Westcon Group: on 10 October 2010 by WEMG; and on 15 December 2010 by Westcon 
SADC (Pty) Limited.

CORPORATE GOVERNANCE COMPLIANCE STATEMENTS
A statement on the Group’s corporate governance policies and procedures is set out on pages 18 to 29 of the integrated report.

SHARE OPTION AND MANAGEMENT INCENTIVE SCHEMES
Details of the Group’s share option and other management incentive schemes are set out in the remuneration section of the 
integrated report on pages 60 to 75.

EVENTS OCCURRING SUBSEQUENT TO THE YEAR-END
On 17 March 2011, Logicalis agreed to acquire Inca Software Limited (“Inca”) from its parent company, Avisen Plc, for a total 

customers with the full suite of IBM business analytics products and has implemented solutions for over 400 companies across all 
industry sectors.

CAPITAL DISTRIBUTION

share) for the year ended 28 February 2011, in terms of the general authority granted to directors at the Annual General Meeting 
held on 11 August 2010. The capital distribution will be paid to shareholders on the Jersey branch register in GBP translated at the 
closing exchange rate on Wednesday, 6 July 2011.

The salient dates will be as follows:
Last day to trade Friday, 1 July 2011
Shares to commence trading “ex” the distribution  Monday, 4 July 2011
Record date  Friday, 8 July 2011
Payment date  Monday, 11 July 2011

Share certificates may not be dematerialised or rematerialised between Monday, 4 July 2011 and Friday, 8 July 2011, both days 
inclusive.

The Group’s dividend/capital distribution policy of paying an annual dividend/capital distribution, which will provide cover of at 
least three times relative to underlying earnings, remains unchanged.

ANNUAL GENERAL MEETING

Sandton. In addition to the ordinary business of the meeting, as special business, shareholder consent will be sought to authorise 
directors to repurchase the Company’s shares from time to time according to certain guidelines and to issue guarantees in favour of 
subsidiary companies. Refer to the notice to the AGM on pages 178 to 184 of this integrated report for further details.
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GROUP AND COMPANY ACCOUNTING POLICIES
for the year ended 28 February 2011

BASIS OF ACCOUNTING AND REPORTING

The financial statements as set out on pages 109 to 177 have been prepared on the historical cost basis except for the revaluation 

of certain financial instruments. Significant details of the Group and Company’s accounting policies are set out below which 

are consistent with those applied in the previous year, except for the adoption of the accounting policies related to business 

combinations achieved in stages and restructuring of entities or businesses under common control as discussed under the heading 

“Business Combinations”. The changes have been applied on a prospective basis and did not have a significant impact on the 

results presented.

The financial statements comply with the International Financial Reporting Standards (“IFRS”) of the International Accounting 

Standards Board, the JSE Listings Requirements, AIM Rules and the Companies Act of South Africa.

ADOPTION OF NEW ACCOUNTING STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS

New standards and amendments to existing standards and interpretations

The Group and Company have adopted the amendments to standards and interpretations resulting from certain of the November 

2009 and May 2010 annual improvements to IFRS. The adoption of these amendments did not have a material impact on the 

Group and Company annual financial statements. No new standards or interpretations were adopted during the year. 

New interpretations and standards not yet adopted

At the date of authorisation of these financial statements, the following standards and interpretations applicable to the Group were 

in issue but not yet effective:

Financial Instrument Disclosures (effective for accounting periods beginning on or after 1 July 2011)

Financial Instrument – Classification and Measurement (effective for accounting periods beginning on or after 

Income Taxes (effective for accounting periods beginning on or after 1 January 2012)

Related Party Disclosure (effective for accounting periods beginning on or after 1 January 2011)

Customer Loyalty Programmes (effective for accounting periods beginning on or after 1 January 2011)

The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction (effective for accounting 

periods beginning on or after 1 January 2011)

Extinguishing Financial Liabilities with Equity Instruments (effective for accounting periods beginning on or after 

1 July 2010).

The directors have concluded that none of the other new or revised standards and interpretations will have a significant effect on the 

Group’s accounting policies.

 

KEY ASSUMPTIONS MADE BY MANAGEMENT IN APPLYING ACCOUNTING POLICIES

In the application of the Group’s accounting policies described below, management is required to make judgements, estimates and 

assumptions about the carrying value of assets and liabilities that are not readily apparent from other sources. The estimates and 

associated assumptions are based on historical experience and other factors which are considered to be relevant. Actual results 

may differ from these estimates.

The estimates and the underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised 

in the period in which the estimate is revised if the revision affects only that period or in the period of the revision and future periods 

if the revision affects both current and future periods.
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The following are the key assumptions concerning the future, and other key areas of estimation included in the Group’s annual 

financial statements, that have a significant risk of causing a material adjustment to the carrying amount of assets and liabilities 

within the next financial year:

position. The Group continually assesses the carrying value of its intangible assets recognised as part of historical acquisitions. 

This requires an estimation of the value in use, based on estimated future cash flows and discount rates, of the asset or cash-

generating units to which these assets belong.

acquired intangible assets, this requires an estimation of the value in use of the cash-generating unit to which the goodwill 

financial statements.

included in the statement of financial position.

of these assumptions are provided in Note 24. In particular, the amounts recognised for the changes in fair value of the put option 

liabilities related to recent acquisitions made, included in Note 19.

made and analyses of these assumptions are provided in Note 2.

respectively).

BASIS OF CONSOLIDATION

The Group reports in US Dollars as the US Dollar is the functional currency in which the major part of the Group’s trading is conducted 

and is consistent with the economic substance of most of the Group’s transaction flows worldwide. Reporting in US Dollars also 

simplifies financial analysis and is more meaningful to global investors and shareholders and for international benchmarking.

The translation for reporting purposes into US Dollars is done as follows:

position.

approximates the ruling exchange rates at the dates of the transactions.

The consolidated Group financial statements incorporate the financial statements of the Company and all enterprises controlled by 

the Company up to the end of February each year. Control is achieved where the Group has the power to govern the financial and 

operating policies of an enterprise so as to obtain economic benefits from its activities.

The operating results of Group entities have been included from the effective dates of acquisition to the effective dates of disposal. 

All significant inter-company transactions, balances, income and expenses have been eliminated in full on consolidation.
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GROUP AND COMPANY ACCOUNTING POLICIES continued

for the year ended 28 February 2011

On acquisition, the assets and liabilities of a subsidiary are measured at their fair values at the date of acquisition. To the extent that 

the cost of the acquisition, in excess of the fair value of the net assets acquired, is attributable to intangible assets that the entity holds 

for its own use or for rental to others, this value is recognised as an intangible asset. Any additional difference between the cost of 

acquisition and total net asset value of the entity is recognised as goodwill. Any non-controlling interest is stated at the proportion 

of the fair values of the net assets recognised (excluding goodwill).

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with 

those of the Group.

BUSINESS COMBINATIONS

Acquisitions of subsidiaries and businesses are accounted for using the purchase method. The cost of the business combination 

is measured as the aggregate of the fair values (at date of exchange) of assets given, liabilities incurred or assumed, and equity 

instruments issued by the Group in exchange for control of the acquiree, plus any costs directly attributable to the business 

combination. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions of recognition under IFRS 

Business Combinations are recognised at their fair values at the acquisition date, except for non-current assets that are classified 

as held-for-sale in accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations, which are recognised 

and measured at fair value less costs to sell.

Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the excess of cost of the business 

combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised. 

If, after reassessment, the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities 

exceeds the cost of the business combination, the excess is recognised immediately in profit and loss. Costs associated with 

the acquisition are expensed and may include such costs as advisory, legal, accounting, valuation and other professional costs 

associated with the transaction.

Contingent considerations are measured at fair value at the acquisition date. Subsequent adjustments to the consideration are 

recognised against the cost of the acquisition only to the extent that they arise from new information obtained within the measurement 

period (which is not more than 12 months from the acquisition date) about the fair value at date of acquisition. All other subsequent 

adjustments classified as an asset or liability are recognised in profit or loss.

A non-controlling interest in the acquiree is initially measured at the proportion of the net fair value of the assets, liabilities and 

contingent liabilities recognised.

Where the amount of contingent consideration changes as a result of a post-acquisition event (such as meeting an earnings target), 

accounting for the change in consideration depends on whether the additional consideration is an equity instrument or cash or other 

assets paid or owed. Where the additional consideration represents an equity instrument, the original amount is not remeasured. 

Where the additional consideration represents cash or other assets paid or owed, the remeasurement is recognised in profit or loss. 

Business combinations achieved in stages

Changes in the Group’s ownership interests in subsidiaries that do not result in variations in the Group’s control over the subsidiaries 

are accounted for as equity transactions. The carrying amounts of the Group’s interests and the non-controlling interest are adjusted 

to reflect the changes in their relative interest in the subsidiary. Any difference between the amount by which the non-controlling 

interest is adjusted and the fair value of the consideration paid or received is recognised directly in other comprehensive income 

as reserves. 
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Restructuring of entities or businesses under common control

Business Combinations as it involves 

the combination of businesses that are ultimately controlled by the same company as before. Any such business combination will be 

accounted for at the net asset value and no goodwill will be raised on these business combinations. Business combinations that took 

FOREIGN CURRENCY TRANSACTIONS

Transactions in currencies other than the reporting currency are initially recorded at the rates of exchange ruling on the dates of the 

transactions. At each reporting date, monetary assets and liabilities denominated in such currencies are retranslated at the rates 

prevailing on the reporting date. Profits and losses arising on exchange are dealt with in the statement of comprehensive income 

except for profits and losses on exchange arising from equity loans which are taken directly to equity, until the entity to which the 

loan was made has been disposed of, at which time they are recognised as income or an expense.

Exchange differences arising on equity loans and the translation of foreign subsidiaries are classified as equity and transferred 

to the Group’s translation reserve. Such translation differences are recognised as income or expenses in the period during which 

disposals are effected.

Where appropriate, in order to minimise its exposure to foreign exchange risks, the Group enters into forward exchange contracts.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the 

foreign operation and translated at the closing rate.

PROPERTY, PLANT AND EQUIPMENT

All property, plant and equipment have been stated at cost less accumulated depreciation and impairment except land, which is 

shown at cost less impairment. Depreciation is calculated based on cost using the straight-line method over the estimated useful lives 

of the assets and their recoverable amount. 

The basis of depreciation provided on property, plant and equipment is as follows:

 Useful lives (years)

Buildings  20

Leasehold improvements  Period of the lease

Land and buildings comprise mainly warehouses and offices (land is not depreciated). Software purchased to support the Group’s 

back-office, accounting and customer relationship functions, and having little customisation, is included in computer equipment and 

software and is depreciated over its expected useful life.

All assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date. An asset’s carrying 

amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its estimated recoverable 

amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These are included in the 

statement of comprehensive income.
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GROUP AND COMPANY ACCOUNTING POLICIES continued

for the year ended 28 February 2011

LEASED ASSETS

Assets leased in terms of agreements, which are considered to be finance leases, are capitalised. Capitalised leased assets are 

depreciated at the same rate and on the same basis as equivalent owned assets or over the term of the lease if this is shorter. The 

liability to the lessor is included in the statement of financial position as a finance lease obligation. Lease finance charges are 

amortised over the duration of the underlying leases, using the effective interest rate method.

Operating leases, mainly for the rental of premises, office furniture, computer equipment and motor vehicles are not capitalised and 

rentals are expensed on a straight-line basis over the lease term.

CAPITALISED DEVELOPMENT EXPENDITURE

An intangible asset arising from internal development (or from the development phase of an internal project) is recognised only if 

the Group can demonstrate all of the following:

(a) The technical feasibility of completing the intangible asset so that it will be available for use or sale

(b) Its intention or ability to complete the intangible asset, and use or sell it

(c) How the intangible asset will generate probable future economic benefits, including the existence of a market for the output of 

the intangible asset or the intangible asset itself or, if it is to be used internally, the usefulness of the intangible asset

(d) The availability of adequate technical, financial and other resources to complete the development, and to use or sell the 

intangible asset

(e) Its ability to reliably measure the expenditure attributable to the intangible asset during its development.

Capitalised development costs are amortised using the straight-line method over their useful lives, which generally do not exceed 

seven years.

Expenditure on research activities is recognised as an expense in the period in which it is incurred.

OTHER INTANGIBLE ASSETS

Other intangible assets include those intangible assets acquired and identified as part of a business combination. Intangible assets 

are identifiable non-monetary assets without physical substance that an entity holds for its own use or for rental to others and include 

technology-based items like patents, copyrights and databases, customer-based items, research and development and contract-

based items.

An intangible asset is recognised when it meets the following criteria:

(a) Is identifiable

(b) The entity has control over the asset

(c) It is probable that economic benefits will flow to the entity

(d) The cost of the asset can be measured reliably.

Intangible assets are amortised using the straight-line method over their useful lives, which generally do not exceed 10 years. 

Intangible assets which do not meet the criteria listed above are recognised as an expense in the period in which it is incurred.

GOODWILL

Goodwill represents the excess cost of an acquisition over the fair value of the Group’s share of the net identifiable assets of the 

acquired subsidiary at the date of acquisition. For the purpose of impairment testing, goodwill is allocated to each of the Group’s 

cash-generating units expected to benefit from the synergies of the combination. Goodwill is tested annually for impairment and 

carried at cost less accumulated impairment losses. The carrying amount of goodwill (or relevant portion thereof) is included in 

computing the gains and losses on the disposal of an entity.

Impairment tests are conducted annually on goodwill attributed to the cash-generating units, based on the value of future discounted 

cash flows and other appropriate methods.
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INVESTMENTS IN ASSOCIATES AND JOINT VENTURES

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an interest in a joint 

venture. Significant influence is the power to participate in the financial and operating policy decisions of the investee but is not 

control or joint control over those policies.

A joint venture is a contractual arrangement whereby the Group and other parties undertake an economic activity that is subject to 

joint control, that is, when the strategic financial and operating policy decisions relating to the activities of the joint venture require 

the unanimous consent of the parties sharing control.

The results and assets and liabilities of associates and joint ventures are incorporated in these financial statements using the equity 

method of accounting.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets, liabilities and contingent 

liabilities of the associate recognised at the date of acquisition is recognised as goodwill. The goodwill is included within the 

carrying amount of the investment and is assessed for impairment as part of that investment. Any excess of the Group’s share of 

the net fair value of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition, after reassessment, is 

recognised immediately in profit or loss.

Where a Group entity transacts with an associate or joint venture of the Group, profits and losses are eliminated to the extent of the 

Group’s interest in the relevant associate.

IMPAIRMENT

At each reporting date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether there is 

any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset 

is estimated in order to determine the extent of the impairment loss, if any. Where it is not possible to estimate the recoverable 

amount of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs. 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash 

flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of 

money and the risks specific to the asset.

If the recoverable amount of an asset or cash-generating unit is estimated to be less than its carrying amount, its carrying amount is 

reduced to its recoverable amount. Impairment losses are recognised as an expense immediately and are reflected in the statement 

of comprehensive income.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit is increased to the revised 

estimate of its recoverable amount, but will never exceed the carrying amount that would have been determined had no impairment 

loss been recognised in prior years. A reversal of an impairment loss is recognised immediately in the statement of comprehensive 

income. 

INVENTORIES

Inventories, comprising merchandise for resale and raw materials, are stated at the lower of cost and net realisable value and are 

mainly valued on the weighted average cost basis.

Provision is made for obsolete and slow-moving inventory.

Contract work in progress is recognised on the percentage of completion method by reference to the milestones for each contract.
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GROUP AND COMPANY ACCOUNTING POLICIES continued

for the year ended 28 February 2011

FINANCIAL INSTRUMENTS

Measurement

Financial instruments are initially measured at fair value, which includes transaction costs and approximates fair value. Subsequent 

to initial recognition, these instruments are measured at amortised cost using the effective interest rate method.

Investments

Investments, other than investments in subsidiaries, are recognised on a trade-date basis and are initially measured at cost, including 

transaction costs. These investments are classified as either held-for-trading or available-for-sale, and are measured at subsequent 

reporting dates at fair value. An investment is classified as held-for-trading if it has been acquired principally for the purpose of 

selling in the near future, or it is part of an identified portfolio of financial instruments that the Group manages together and has a 

recent actual pattern of short-term profit-taking. An investment is classified as available-for-sale if it is not held-for-trading.

Where securities are held for trading purposes, gains or losses arising from changes in fair value are included in the statement of 

comprehensive income for the period in operating profit. For available-for-sale investments, gains and losses arising from changes 

in fair value are recognised directly in equity, until the security is disposed of or is determined to be impaired, at which time the 

cumulative gain or loss previously recognised in equity is included in the statement of comprehensive income for the period.

Fair value of listed investments is calculated by reference to the quoted selling price at the close of business on the reporting date.

Unlisted investments are shown at fair value or at cost where fair value cannot be reliably measured. Fair value is determined with 

reference to independent valuations using discounted cash flow analysis or other suitable valuation methodologies or recent arm’s 

length market transactions between knowledgeable, willing parties.

Trade receivables

Trade receivables are recognised initially at cost, which approximates fair value and are subsequently measured at amortised cost 

using the effective interest rate method. The effective interest rate method is a method of calculating the amortised cost of a financial 

asset or financial liability and of allocating interest income or expense over the period of the instrument. Effectively this method 

determines the rate that exactly discounts the estimated future cash payments or receipts through the expected life of the financial 

instrument or, if appropriate, a shorter period, to the net carrying amount of the financial asset or liability. 

A provision for impairment of trade receivables is established when there is objective evidence that the Group will not be able to 

collect all the amounts due according to the original terms of the receivables. Objective evidence includes observable data about 

the following loss events:

In instances where there is clear and unassailable evidence that a trade receivable has been impaired and that there is no evidence 

to indicate that the trade receivable is recoverable and all reasonable measures to recover the amount have been exhausted, the 

Group would reduce the carrying amount of the impaired trade receivable directly against the asset account or the provision for 

impairment of trade receivables if one had previously been raised.
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Any increase or decrease in the provision for impairment of trade receivables or any reduction in trade receivables directly against 

the asset account is recorded in operating profit.

Renegotiated financial assets

Financial assets whose terms have been renegotiated to terms outside the entities’ normal terms and conditions, but the new terms 

are still within acceptable industry standards and norms, will not be deemed to have been derecognised and the renegotiated 

terms will be accounted for as part of the old financial asset.

In those instances where an entity has renegotiated the terms of an existing financial asset to terms outside the entities’ normal terms 

and conditions and the new terms are beyond acceptable industry standards and norms, the financial asset will be deemed to have 

been derecognised and a new financial asset would be raised with the resultant gain or loss on derecognition being recognised 

in operating profit.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid investments with 

original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities on 

the statement of financial position.

Borrowings

Borrowings are initially recorded at fair value, net of direct issue costs, and are subsequently measured at amortised cost using the 

effective interest rate method. Finance charges, including premiums payable on settlement or redemption, are accounted for on an 

accrual basis and are added to the carrying amount of the instrument to the extent that they are not settled in the period in which 

they arise.

Trade payables

Trade payables are recognised initially at cost, which approximates fair value and are subsequently measured at amortised cost 

using the effective interest rate method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of the direct issue costs.

PROVISIONS

Provisions are recognised when the Group has a present legal or constructive obligation, as a result of past events, for which it is 

probable that an outflow of economic benefits will be required to settle the obligation, and a reliable estimate can be made for the 

amount of the obligation. Non-current provisions are adjusted to reflect the time value of money.

Present obligations arising under onerous contracts are recognised and measured as a provision. An onerous contract is considered 

to exist where the Group has a contract under which the unavoidable costs of meeting the obligations under the contract exceed 

the economic benefits expected to be received under it.

AMOUNTS OWING TO VENDORS

Amounts owing to vendors represent purchase considerations owing in respect of acquisitions. These purchase considerations are to 

be settled with the vendors in cash or shares on fulfilment of the relevant profit warranties. The amounts owing are interest free and 

will be settled within the next year. Any additional amounts payable to vendors will be allocated to goodwill arising on acquisition 

and will have no effect on the statement of comprehensive income.
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GROUP AND COMPANY ACCOUNTING POLICIES continued

for the year ended 28 February 2011

TAXATION

The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable income for the year. Taxable income differs from net income as reported in the 

statement of comprehensive income because it includes items of income or expense that are taxable or deductible in other periods 

and it further excludes items that are never taxable or deductible. The Group’s liability for current tax uses relevant rates that have 

been enacted or substantively enacted by the reporting date.

Deferred tax is accounted for using the reporting date liability method in respect of temporary differences which arise from 

differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax basis used 

in the computation of taxable income. In principle, deferred tax liabilities are recognised for all taxable temporary differences and 

deferred tax assets are recognised to the extent that it is probable that taxable income will be available against which deductible 

temporary differences can be utilised. The carrying value of deferred tax assets is reviewed at each reporting date and reduced 

to the extent that it is no longer probable that sufficient taxable income will be available to allow all or part of the asset to be 

recovered.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or the liability is settled. 

Deferred tax is charged or credited in the statement of comprehensive income, except when it relates to items credited or charged 

directly to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax 

liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its current tax 

assets and liabilities on a net basis.

REVENUE RECOGNITION

Revenue is measured at fair value of the consideration received or receivable and, except for certain sales arrangements where 

the Group acts as agent, represents the invoiced value of sales and services rendered, excluding discounts and sales-related taxes. 

Revenue from sales arrangements where the Group acts as agent is recognised on a net basis and the commission or gross profit 

earned on these contracts is recognised as revenue. In respect of trading operations, revenue is recognised at the date on which 

goods are delivered to customers or services are provided.

 

Revenue and profits from the rendering of services on long-term and fixed-price contracts are recognised on the percentage of 

completion method, after providing for contingencies and once the outcome of the contract can be assessed with reasonable 

assurance. The percentage of completion is measured by reference to milestones set out in each contract. As soon as losses on 

individual contracts become evident, they are provided for in full.

Revenue from cost plus contracts is recognised by reference to the recoverable costs incurred during the period plus the fee earned, 

measured by the proportion that costs incurred to date bear to the estimated total costs of the contract.

Within the Group, inter-company and inter-divisional revenue are eliminated on consolidation.

Interest received is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable.
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BORROWING COSTS

All borrowing costs are recognised in profit and loss in the period in which they are incurred.

SHARE-BASED PAYMENTS

The Group issues equity-settled and cash-settled share-based incentives to certain employees.

Equity-settled share-based payments are measured at fair value (excluding the effect of non-market-based vesting conditions) at the 

date of grant. The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight-line 

basis over the vesting period, based on the Group’s estimate of shares that will eventually vest and adjusted for the effect of non-

market-based vesting conditions.

For cash-settled share-based payments, the liability for the fair value of all unexercised share rights which are expected to vest, is 

determined initially at grant date and then revalued at each reporting date and amortised over the applicable period.

Fair value is measured by use of an actuarial binomial model for the equity-settled share-based payments and by use of a Black-

Scholes-Merton model for cash-settled share-based payments. The expected life used in the models has been adjusted, based on 

management’s best estimate, for the effects of non-transferability, exercise restrictions and exercise behavioural considerations.

PENSION SCHEME ARRANGEMENTS

Certain subsidiaries of the Group make contributions to various defined contribution retirement plans on behalf of employees, in 

accordance with the local practice in the country of operation. These contributions are charged against income as incurred.

The Group has no liability to these defined contribution retirement plans other than the payment of its share of the contribution in 

terms of the agreement with the funds and employees concerned, which differs from country to country.

DISCONTINUING OPERATIONS

Discontinuing operations are significant, distinguishable components of the Group that have been sold, abandoned or are the 

subject of formal plans for disposal or discontinuance. Any operation disposed of subsequent to year-end is considered to be a 

discontinuing operation for disclosure purposes.

Once an operation has been identified as discontinuing, comparative information is restated.
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GROUP STATEMENT OF COMPREHENSIVE INCOME 
for the year ended 28 February 2011

Notes
2011

US$’000
2010

US$’000

Revenue 1 4 302 972

 Continuing operations 4 293 955

 Acquisitions 9 017

Cost of sales (3 705 417)

Gross profit 597 555

Operating costs (444 650)

Share-based payments 2 (10 724) (11 674)

Operating profit before finance costs, depreciation and amortisation (“EBITDA”) 142 181

Depreciation and amortisation (37 205)

Operating profit 104 976 75 966

Interest income 6 030

Financing costs 4 (16 210)

Loss on disposal of investments (2 035)

Share of equity-accounted investment earnings/(losses) 11 118 (278)

Fair value adjustments on put option liabilities (14 701) (12 010)

Profit before taxation 78 178 54 104

Taxation 5 (32 238) (22 465)

Profit for the year 45 940

Other comprehensive income

Translation of foreign subsidiaries 32 399 77 498

Initial recognition of put option liabilities –

Translation of equity loans net of tax effect (2 732) (10 582)

Transfers and other items 809 1 075

Total comprehensive income for the year 76 416

Profit attributable to:

Owners of the parent 41 893 29 974

Non-controlling interests 4 047 1 665

45 940

Total comprehensive income attributable to:

Owners of the parent 70 346 92 029

Non-controlling interests 6 070 8 444

76 416

Number of shares issued (millions)

186 182

184 177

187 178

Earnings per share (US cents)

6 22,8 17,0

6 22,4 16,8
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GROUP STATEMENT OF FINANCIAL POSITION
as at 28 February 2011

Notes
2011

US$’000
2010

US$’000

ASSETS

Non-current assets 515 590

 Property, plant and equipment 8 52 915

 Goodwill 9 338 320

 Capitalised development expenditure 10 15 570 12 181

 Acquired intangible assets 10 43 796 51 780

 Investments 11 7 914 6 818

 Deferred tax assets 12 35 966

 Other receivables and prepayments 21 109

Current assets 1 481 342 1 442 081

 Inventories 299 460

 Trade receivables 14 810 396 710 086

 Other receivables and prepayments 133 834

 Cash and cash equivalents 237 652

Total assets 1 996 932 1 902 044

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent 727 702 667 879

 Share capital and premium 15 240 978 226 971

 Non-distributable reserves (47 641)

 Share-based payments reserve 2 6 168

 Distributable reserves 528 197 471 526

Non-controlling interest 42 677 50 900

Total equity 770 379 718 779

Non-current liabilities 97 463

 Long-term liabilities 16 21 171 17 676

 Liability for share-based payments 2 15 828 12 260

 Amounts owing to vendors 19 26 353 19 958

 Deferred tax liabilities 12 34 111

Current liabilities 1 129 090 1 109 905

 Trade and other payables 17 913 685

 Provisions 18 15 181 18 147

 Amounts owing to vendors 19 33 132

 Current tax liabilities 12 659 12 197

 Bank overdrafts 20 154 433 72 025

Total equity and liabilities 1 996 932 1 902 044
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GROUP STATEMENT OF CHANGES IN EQUITY
for the year ended 28 February 2011

US$’000

Share 
capital

Share 
premium

Non-
distrib-
utable 

reserves

Share-
based 

payments 
reserve

Distrib-
utable 

reserves

Equity 
attrib-
utable 

to equity 
holders 

of the 
parent

Non-
con-

trolling 
interest

Total 
equity

Balance at 1 March 2009 174 (46 795) 446 572

Total comprehensive income 
recognised for the year 55 55 492 10 704 824 24 954 92 029 8 444

New share issues 9 21 287 21 296 21 296

Capital distribution and 
dividend (21 982) (21 982) (420) (22 402)

Acquisition

Share-based payments

Balance at  
28 February 2010 471 526 667 879 50 900 718 779

Total comprehensive income/
(expense) recognised for the 
year 24 22 002 (8 769) 418 56 671 70 346 6 070 76 416

New share issues 5 13 689 – – – 13 694 – 13 694

Capital distribution and 
dividend – (21 713) – – – (21 713) (1 943) (23 656)

Acquisitions – – (2 781) – – (2 781) 106 (2 675)

Disposal – – – – – – (12 456) (12 456)

Share-based payments – – – 277 – 277 – 277

Balance at  
28 February 2011 267 240 711 (47 641) 6 168 528 197 727 702 42 677 770 379

Non-distributable reserves relate to foreign currency translation reserves, reserves related to the recognition of put option liabilities 
and reserves recognised in the recording of changes in holdings of subsidiaries.

The Group issues equity-settled and cash-settled share-based incentives to certain employees. Equity-settled share-based payments 
are measured at fair value at the date of origin. The fair value determined at the grant date of the equity-settled share-based 
payments is expensed on a straight-line basis over the vesting period, based on the Group’s estimate of the shares that will eventually 
vest. A liability equal to the portion of services received is recognised at the current fair value determined at each reporting date for 
cash-settled share-based payments.
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GROUP STATEMENT OF CASH FLOWS
for the year ended 28 February 2011

Notes
2011

US$’000
2010

US$’000

Cash flow from operating activities

Cash (utilised in)/generated from operations 25 (64 030) 225 495

Interest income 6 030

Financing costs (16 210)

Taxation paid 26 (26 687) (19 842)

Net cash (outflow)/inflow from operating activities (100 897) 196 079

Cash flow from investing activities

Acquisition of subsidiary companies 27 (14 705) (29 689)

Increase in investments 11 (911) (201)

Additions to property, plant and equipment 28 (23 153)

Additions to capitalised development expenditure 10 (7 457) (2 116)

Proceeds on disposal of property, plant and equipment 226

Net cash outflow from investing activities (46 000)

Cash flow from financing activities

Net proceeds from shares issued 13 694 21 296

Capital distribution (21 713) (21 982)

Dividends paid to non-controlling interests (1 943) (420)

Decrease in amount owing to vendors (9 190)

Net proceeds/(repayment) of long-term liabilities 4 116 (2 555)

Net cash outflow from financing activities (15 036)

Net (decrease)/increase in cash and cash equivalents (161 933)

Cash and cash equivalents at beginning of year 239 834 95 061

Translation differences on opening cash position 29 5 318

Cash and cash equivalents at end of year 83 219
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS
for the year ended 28 February 2011

2011
US$’000

2010
US$’000

1. REVENUE

Revenue from sale of goods 3 975 706

Revenue from sale of services 327 266

4 302 972

2011 2010

Number 
of shares 

(’000)

Weighted 
average 

grant price

Number 
of shares 

(’000)

Weighted 
average 

grant price

2. SHARE-BASED PAYMENTS

The Group plans are detailed in the remuneration report on 
pages 60 to 75. They provide for a grant price equal or 
approximately equal to the market price at the date of the grant. 
The vesting periods for the different plans range between two 
and four years.

Equity-settled schemes

Datatec Share Appreciation Rights Scheme (“SARs”)

(i) denominated in ZAR ZAR ZAR

Outstanding at beginning of year 2 376 21,25 1 521

Granted during year 402 34,27 900 15,59

Exercised during year (331) 13,76

Forfeited during year – – (45)

Outstanding at end of year 2 447 24,41 21,25

Exercisable at end of year 453 22,07 784 18,56

The SARs outstanding at 28 February 2011 had a weighted average 

(ii) denominated in GBP GBP GBP

Outstanding at beginning of year 26 2,36

Exercised during year (5) 2,36 (202)

Forfeited during year (21) 2,36 (9)

Outstanding at end of year – – 26

Exercisable at end of year – – 26

All the GBP-denominated SARs had been exercised or lapsed by 
28 February 2011 (2010 remaining weighted average contractual 
life of 0,22 years).

Datatec Long-term Incentive Plan (“LTIP”)

Outstanding at beginning of year 1 417 911

Granted during year 350 796

Settled during year (141) (162)

Forfeited during year (90) (128)

Outstanding at end of year 1 536 1 417

Exercisable at end of year –

The LTIP awards outstanding at 28 February 2011 had a 
weighted average remaining contractual life of 1,18 years 
(2010: 1,61 years).
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2011 2010

Number 
of shares 

(’000)

Weighted 
average 

grant price

Number 
of shares 

(’000)

Weighted 
average 

grant price

2. SHARE-BASED PAYMENTS continued

Datatec Deferred Bonus Plan (“DBP”)

Outstanding at beginning of year 192

Granted during year 90

Settled during year (57) (64)

Outstanding at end of year 225 192

Exercisable at end of year –

Datatec Share Option Scheme (“The Datatec Scheme”) ZAR ZAR

Outstanding at beginning of year 1 891 17,61 2 768 18,89

Exercised during year (435) 10,45 (546) 10,72

Forfeited during year (533) 37,03

Outstanding at end of year 923 9,78 1 891 17,61

Exercisable at end of year 923 9,78 1 891 17,61

The weighted average share price at the date of exercise for the 

ZAR27,49). The options outstanding at 28 February 2011 had 
a weighted average remaining contractual life of 2,88 years 

Cash-settled schemes

Westcon Group, Inc. Share Options US$ US$

Outstanding at beginning of year 4,9 1 280,00 4,9 1 280,00

Exercised during year (1,0) 1 280,00 1 280,00

Forfeited during year (0,5) 1 280,00 *(0,0) 1 280,00

Outstanding at end of year 3,4 1 280,00 4,9 1 280,00

Exercisable at end of year – – 1,0 1 280,00

The options outstanding at 28 February 2011 had a weighted 
average remaining contractual life of 0,8 years (2010: 1,8 years).

Westcon Group, Inc. Share Appreciation Rights Scheme (“SARs”) US$ US$

Outstanding at beginning of year 10,1 2 042,13 7,7

Granted during year 4,2 3 100,00

Exercised during year (3,4) 1 662,12 (0,9) 960,00

Forfeited during year (0,7) 2 246,99 1 952,20

Outstanding at end of year 10,2 2 594,16 10,1

Exercisable at end of year 3,3 2 386,96 4,5 1 902,75

The SARs outstanding at 28 February 2011 had a weighted 
 

*Less than 1 000.



128
Datatec Annual Report 2011

NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS continued

for the year ended 28 February 2011

2011 2010

Number 
of shares 

(’000)

Weighted 
average 

grant price

Number 
of shares 

(’000)

Weighted 
average 

grant price

2. SHARE-BASED PAYMENTS continued 

Westcon Emerging Markets Group SAR Scheme US$ US$

Outstanding at beginning of year 150 3,74

Granted during year 150 5,90 150

Outstanding at end of year 300 4,82 150

Exercisable at end of year – –

The SARs outstanding at 28 February 2011 had a weighted 

Westcon Africa SAR Scheme US$ US$

Outstanding at beginning of year 20 4,36

Granted during year 20 7,36 20

Outstanding at end of year 40 5,86 20

Exercisable at end of year – –

The SARs outstanding at 28 February 2011 had a weighted 

Westcon SA SAR Scheme ZAR ZAR

Outstanding at beginning of year 85 84,89 58 86,20

Granted during year 20 93,56 27 82,00

Exercised during year (18) 39,73

Forfeited during year (23) 99,32

Outstanding at end of year 64 95,53 85 84,89

Exercisable at end of year – –

The SARs outstanding at 28 February 2011 had a weighted 

Westcon Middle East SAR Scheme US$ US$

Outstanding at beginning of year 68 24,40 24,28

Granted during year 18 41,96 17 25,00

Exercised during year (25) 17,68

Forfeited during year – – (2) 26,40

Outstanding at end of year 61 32,15 68 24,40

Exercisable at end of year – –

The SARs outstanding at 28 February 2011 had a weighted 
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2011 2010

Number 
of shares 

(’000)

Weighted 
average 

grant price

Number 
of shares 

(’000)

Weighted 
average 

grant price

2. SHARE-BASED PAYMENTS continued

Logicalis Scheme (“The Logicalis SARs”) US$ US$

Outstanding at beginning of year 3 860 3,00 2 886

Granted during year 1 133 2,97 1 020 1,90

Exercised during year (45) 2,10

Forfeited during year (252) 3,07 (46)

Outstanding at end of year 4 696 3,00

Exercisable at end of year 1 495 3,02 1 604

The SARs outstanding at 28 February 2011 has a weighted 
 

Promon-Logicalis Latin America Scheme  
(“The PLLAL SAR Scheme”) US$ US$

Outstanding at beginning of year 388 1,93

Granted during year 383 2,87

Forfeited during year (8) 1,93

Outstanding at end of year 763 2,40

Exercisable at end of year – –

The awards outstanding at 28 February 2011 has a weighted 

Analysys Mason Share-based Remuneration Schemes GBP GBP

Outstanding at beginning of year 125 18,58 114

Granted during year 43 12,12 14,07

Exercised during year (9) 21,72

Forfeited during year (44) 18,49 18,87

Outstanding at end of year 115 15,91 125 18,58

Exercisable at end of year – –

The awards outstanding at 28 February 2011 had a weighted 
average remaining contractual life of 1,7 years (2010: 1,7 years).

Analysys Mason Growth Share Plan GBP GBP

Outstanding at beginning of year 158 –

Issued during year 200 – 158

Outstanding at end of year 358 – 158

The awards outstanding at 28 February 2011 had a weighted 
average remaining contractual life of 6,6 years (2010: 7,0 years).
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS continued

for the year ended 28 February 2011

2011 2010

Number 
of shares 

(’000)

Weighted 
average 

grant price

Number 
of shares 

(’000)

Weighted 
average 

grant price

2. SHARE-BASED PAYMENTS continued 

Intact Group SAR Scheme GBP GBP

Outstanding at beginning of year – –

Granted during year 27 2,47

Forfeited during year – –

Outstanding at end of year 27 2,47

Fair value is measured by use of an actuarial binomial model for the equity-settled share-based payments and by use of a Black-
Scholes-Merton model for cash-settled share-based payments. The expected life used in the models has been adjusted, based on 
management’s best estimate, for the effects of non-transferability, exercise restrictions and exercise behavioural considerations.

In determining valuations, expected volatility was determined by calculating the historical volatility of the Group’s share 
price over the previous four years. The expected volatility for share-based instruments that exist in unlisted subsidiary 
companies in the Group is based on peer data.

2011
US$’000

2010
US$’000

Expense in respect of equity-settled schemes 1 816 1 429

Expense in respect of cash-settled schemes 8 908 10 245

10 724 11 674
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2011
US$’000

2010
US$’000

3. OPERATING PROFIT

Operating profit is arrived at after taking into account the following items:

Auditors’ remuneration

Audit fees 3 801

Other services 559

  Taxation services 536 547

  Other services and expenses 23 26

4 360

Depreciation

 Office furniture, equipment and motor vehicles 2 225

 Computer equipment and software 12 291 9 216

 Investment property 76 76

 Leasehold improvements 2 404 1 988

16 996

 Amortisation of capitalised development expenditure 4 049

 Amortisation of acquired intangible assets 16 160

Total depreciation and amortisation 37 205

Foreign exchange losses (4 334) (5 447)

 Realised (3 909)

 Unrealised (425) (2 090)

Impairment losses recognised on trade receivables 6 553 6 908

Reversal of impairment losses on trade receivables (3 738)

Fees for professional services 14 928 12 191

 Administrative and managerial 919 669

 Consulting 7 740

 Accounting and advisory 6 269

Operating lease rentals 25 091 24 459

 Office furniture, equipment and motor vehicles 1 571 1 657

 Land and buildings 22 794 21 940

 Computer equipment 726 862

Loss on disposal of office furniture, equipment and motor vehicles 67 6

Retirement benefit contributions 6 375 5 468

Staff costs 403 956

Directors’ emoluments* 4 404

 Executive directors 3 778

 Salaries 1 446

 Bonuses 2 061 1 607

 Benefits 271 264

626 564

*Full details of directors’ emoluments are provided in the integrated report on pages 70 and 71.
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS continued

for the year ended 28 February 2011

2011
US$’000

2010
US$’000

4. FINANCING COSTS

Bank overdrafts and trade finance 14 257 11 697

Finance leases 974

Debt issuance costs 979 1 008

16 210

5. TAXATION

5.1 Taxation charge

South African normal taxation:

628 (264)

69 (99)

(89)

(256) 492

352 (1 171)

Foreign taxation

29 532 20 798

(3 689)

7 549 6 596

(1 506) 542

31 886

Total taxation charge 32 238 22 465

5.2 Reconciliation of taxation rate to profit before taxation

South African statutory tax rate 28,0% 28,0%

Permanent differences 10,1% 6,6%

Non-deductible expenses 0,2%

Tax loss utilised (1,1%) (0,8%)

Foreign taxation rate differential 5,3% 10,1%

Tax losses and other deferred tax assets not recognised 5,6%

Rate adjustment (0,1%)

Prior year adjustment (6,8%) (6,2%)

Effective taxation rate 41,2% 41,5%

Certain subsidiaries had tax losses at the end of the financial year that are 
available to reduce the future taxable income of the Group estimated to be: 31 105

is $9,4 million. A deferred tax asset of $4,7 million has already been recognised 
in respect of these losses (2010: $5,0 million) as set out in Note 12. 9 428 12 425

If the fair value movements on put option liabilities are excluded from profit before tax, the effective tax rate would 
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2011
US$’000

2010
US$’000

6. EARNINGS PER SHARE

Reconciliation of attributable profit to headline earnings

Profit for the year attributable to equity holders of the parent 41 893 29 974

Headline earnings adjustments: 2 127 4

 Loss on disposal of property, plant and equipment and investments 2 103 6

 Tax effect 24 (2)

Headline earnings 44 020 29 978

Reconciliation of headline earnings to underlying earnings

Underlying earnings adjustments: 25 685

 Unrealised foreign exchange losses 425 2 090

 Amortisation of acquired intangible assets 16 160

 Fair value movement on put option liabilities 14 701 12 010

31 286

 Tax effect (5 559) (5 906)

 Non-controlling interest (42) (57)

Underlying earnings 69 705

US cents US cents

Basic earnings per share 22,8 17,0

Headline earnings per share 23,9 17,0

Underlying earnings per share 37,9

The earnings metrics above are calculated on the weighted average number of 

Diluted earnings per share 22,4 16,8

Diluted headline earnings per share 23,5 16,8

Diluted underlying earnings per share 37,3

The diluted earnings metrics above are calculated on the diluted weighted average number of shares in issue during 
the year of 186 955 172 (2010: 178 479 918), taking into account the difference between the number of shares 

options granted, but not exercised.

2011
US$’000

2010
US$’000

7. INTEREST IN PROFITS AND LOSSES OF SUBSIDIARIES

Interest in the aggregate amount of profits and losses of subsidiaries after taxation:

51 326

(7 851)

43 475
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS continued

for the year ended 28 February 2011

2011
US$’000

2010
US$’000

Cost
Accumulated
 depreciation

Net book
value Cost

Accumulated
depreciation

Net book
 value

8. PROPERTY, PLANT AND EQUIPMENT

Office furniture, equipment and 
motor vehicles 26 000 12 324 13 676 16 977 10 625

Computer equipment and software 94 674 73 884 20 790 82 775 66 400

Leasehold improvements 30 601 13 295 17 306 11 669 19 490

Land and buildings 1 448 305 1 143 1 448 229 1 219

152 723 99 808 52 915

Included in property, plant and equipment are assets held under finance lease agreements with a book value of 
$11,2 million (2010: $15,5 million) which are encumbered as security for liabilities under finance lease agreements as 
stated in Note 16. A register of land and buildings is maintained at the Company’s registered office and may be inspected 
by members of the public or their duly authorised agents.

  Movement of property, plant and equipment 
(US$’000)

Office 
furniture, 

equipment 
and motor 

vehicles

Computer 
equipment 

and 
software

Leasehold 
improve-

ments
Land and 
buildings Total

2011

Net book value at beginning of year 6 352 16 375 19 490 1 219 43 436

Subsidiaries acquired 422 131 100 – 653

Subsidiaries disposed (4) (10) – – (14)

Additions 2 787 15 388 4 978 – 23 153

Translation differences 942 1 336 698 – 2 976

Disposals (119) (167) (7) – (293)

Transfers 5 521 28 (5 549) – –

Depreciation (2 225) (12 291) (2 404) (76) (16 996)

Net book value at end of year 13 676 20 790 17 306 1 143 52 915

2010

Net book value at beginning of year 6 619 8 155 1 295

Subsidiaries acquired 272 4 289 

Subsidiaries disposed (482) (560) (128) (1 170)

Additions 7 287 12 891

Translation differences 291

Disposals (51) (89)

Depreciation (9 216) (1 988) (76)

Net book value at end of year 19 490 1 219
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2011
US$’000

2010
US$’000

9. GOODWILL

Net book value 338 320

 At beginning of year 315 131

 Arising on acquisition of subsidiaries 13 746

 Disposals –

 Translation 9 443 12 611

Balance at end of year 338 320

 Goodwill at cost 414 538

 Accumulated impairment (76 218) (76 218)

Per segment: 338 320

 Westcon 173 772 168 882

 Logicalis 146 183 129 485

 Consulting 18 365 16 764

The Group completed its 2011 impairment test for goodwill. External valuations are performed for each of the cash-
generating units and compared to the goodwill. The impairment test is performed at the cash-generating unit level. The 
recoverable amount of the relevant cash-generating unit is assessed by reference to its fair value less costs to sell. As a result 
of the impairment analysis, it was concluded that no impairments were required for 2011. Goodwill has been allocated for 
impairment testing purposes to the Westcon, Logicalis and Consulting cash-generating units. The recoverable amount of each 
cash-generating unit is determined based on a value-in-use calculation which uses cash flow projections based on actual cash 
flows projected three years in advance and growth in perpetuity, and a discount rate as determined by each of the independent 
valuations performed in the respective divisions.

Cash flow projections during the projected periods are based on the same expected operating cash flows of the past 
financial year. The cash flows beyond that three-year period have extrapolated using rates deemed appropriate by division 
management based on five year budgets. These growth rates will be used as the projected long-term growth rate for the 
operations. Management in the division believe that any reasonably possible change in the key assumptions on which the 
recoverable amount is based would not cause the aggregate carrying amount to exceed the aggregate recoverable amount 
of the cash-generating unit.
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS continued

for the year ended 28 February 2011

2011
US$’000

2010
US$’000

10. OTHER INTANGIBLE ASSETS

10.1 Capitalised development expenditure

Net book value 15 570 12 181

 At beginning of year 12 181 15 268

 Amounts capitalised 7 457 2 116

 Disposals – (1 296)

 Translation (19) (68)

 Amortisation (4 049)

Balance at end of year 15 570 12 181

 Intangibles at cost 51 311

 Accumulated amortisation and impairment (35 741)

10.2 Acquired intangible assets

Net book value 43 796 51 780

 At beginning of year 51 780

 Arising on acquisition of subsidiaries 6 211 6 051

 Translation 1 965 7 811

 Amortisation (16 160)

Balance at end of year 43 796 51 780

 Intangibles at cost 117 383 109 207

 Accumulated amortisation and impairment (73 587) (57 427)

11. INVESTMENTS

Investments currently comprise investments in joint ventures, associates and other investments that are equity- and  
cost-accounted. Details of the Group’s investments are:

Ownership Fair value

 Name Country
2011

%
2010

%
2011

US$’000
2010

US$’000

Equity-accounted:

Neteks Turkey 50 50 4 202

VIA Group USA 50 50 2 582 2 928

Reseller Marketing Services LLC USA 50 50 219 256

Cornwall Energy Associates UK 30 667

Cost-accounted:

Simon Jones and Associates UK 10 244

7 914 6 818
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2011
US$’000

2010
US$’000

11. INVESTMENTS continued

Summarised financial information in respect of the above joint ventures:

Total assets 35 114 24 160

Total liabilities (28 862) (19 249)

Net assets 6 252 4 911

Group’s share of net assets of joint ventures 3 126 2 455

Total revenue 79 168

Profit/(loss) for the year 237 (556)

Group’s share of profits/(losses) 118 (278)

12. DEFERRED TAX ASSETS/(LIABILITIES)

12.1 Movement of deferred tax assets

Balance at beginning of year 30 617

Arising on acquisition of subsidiaries 200 687

Disposals (80) (1 906)

Credit/(charge) to statement of comprehensive income 2 607 (7 480)

Translation and other movements 2 622 6 559

35 966

Analysis of deferred tax assets

 Capital allowances 1 351 1 144

 Provisions 18 378 14 648

 Effect of tax losses 4 742 4 959

 Goodwill and intangible assets 4 272 5 079

 Other temporary differences 7 223 4 787

35 966

12.2 Movement of deferred tax liabilities

Balance at beginning of year (23 466) (22 006)

Arising on acquisition of subsidiaries (2 068)

(Charge)/credit to statement of comprehensive income (8 305) 1 151

Translation and other movements (272)

(34 111)

Analysis of deferred tax liabilities

 Capital allowances (25 570)

 Other temporary differences (8 541)

(34 111)
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for the year ended 28 February 2011

2011
US$’000

2010
US$’000

13. INVENTORIES

Spares/maintenance inventory 6 925 7 692

Work in progress 3 494 2 594

Finished goods 27 776 58 092

Merchandise for resale 276 916 225 080

315 111

Inventory provisions (15 651) (15 626)

299 460

Obsolete inventory amounting to $2,1 million (2010: $1,4 million) was written off during the year.

The Group has certain limited return policies with its major vendors to reduce the risk of technological obsolescence.

One of Westcon’s European subsidiaries has an arrangement with a financial institution to provide up to an aggregate of 

to obtain extended payment terms (normally 60 days from receipt of product) on inventory it purchases from Cisco for these 
subsidiaries. The term of the facility was three years and it matured in July 2010. At 28 February 2010, $220 million was 
outstanding (including VAT) under this arrangement and was included in accounts payable on the consolidated statement of 
financial position.

Another one of Westcon’s European subsidiaries has an inventory purchase financing arrangement for a specific vendor’s 

at any time with a 60-day notice by either Westcon or the vendor. As of 28 February 2011 and 28 February 2010, 

accounts payable on the consolidated statement of financial position.

Westcon’s Brazilian subsidiary has an arrangement with a financing company to provide up to an aggregate of $40 million 
of vendor inventory purchase financing which effectively enables Westcon to obtain extended payment terms on inventory it 
purchases from its major vendor for this subsidiary. Westcon becomes obligated to pay the financing company upon shipment 
of the product, at which time title passes to Westcon. The financing company may, at any time upon the occurrence of certain 
events, including late payments under the arrangement, terminate the financing. The term of the facility is one year with the 

outstanding under this arrangement and is included in accounts payable on the consolidated statement of financial position.

Some of Westcon’s Asia-Pacific subsidiaries have inventory purchase financing agreements for specific vendors’ purchases 

any time with a 60-day notice by either Westcon or the vendors.
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2011
US$’000

2010
US$’000

14. TRADE RECEIVABLES

Trade receivables 824 347

Receivable allowance (13 951) (15 296)

810 396 710 086

All trade receivables represent financial assets of the Group and are classified as loans at amortised cost. The carrying value 
of receivables balances approximate their fair value.

Trade receivables older than 90 days are assessed and provided for based on estimated irrecoverable amounts from the sale 
of goods, determined by reference to past default experience.

Before accepting any new customer, use is made of local external credit agencies where necessary, to assess the potential 
customer’s credit quality and define credit limits by customer. Limits attributed to customers are reviewed regularly.

There are no customers who represent more than 5% of the total balance of trade receivables.

Included in the Group’s trade receivable balance are debtors with a carrying amount of $242,5 million (2010: $188,5 million) 
which are past due at the reporting date for which the Group has not provided as there has not been a significant change in credit 
quality and the amounts are still considered recoverable. The Group does not hold any collateral over these balances. However, 
the weighted average write-off rate over recent years across all classes of trade receivables is 0,2% (2010: 0,2%). The Group is 
therefore confident that it has provided adequately for any possible bad debt write-offs, as the receivables allowance exceeds this 
write-off rate.

Analysis of the age of financial assets that are past due but not impaired

 US$’000
North 

America
South 

America
UK and 
Europe

Asia- 
Pacific AIME Total

2011

One month past due 39 023 16 269 61 996 25 515 15 912 158 715

Two months past due 7 704 6 194 7 888 7 487 7 224 36 497

Three months past due 1 212 3 130 2 376 3 098 6 343 16 159

Four months and greater past due 3 807 8 598 3 429 6 921 8 365 31 120

51 746 34 191 75 689 43 021 37 844 242 491

2010

One month past due 49 456 15 897 116 497

Two months past due 9 768 29 829

Three months past due 4 754 4 422 16 028

Four months and greater past due 5 077 5 451 5 887

56 882 22 041 11 866 188 486
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14. TRADE RECEIVABLES continued 

Reconciliation of the receivables allowance account

 US$’000
North 

America
South 

America
UK and 
Europe

Asia-
Pacific AIME Total

2011

Opening balance (3 304) (2 051) (4 347) (2 458) (3 136) (15 296)

Impairment losses recognised 
on receivables (810) (654) (2 279) (376) (2 434) (6 553)

Impairment losses reversed 944 236 1 109 571 878 3 738

Bad debt write-offs 647 300 2 232 963 516 4 658

Exchange gains and losses (52) 95 (296) (189) (56) (498)

(2 575) (2 074) (3 581) (1 489) (4 232) (13 951)

2010

Opening balance (16 510) (1 298) (27 640)

Impairment losses recognised on 
receivables (276) (2 184) (1 158) (6 908)

Impairment losses reversed 2 928 185 677

Bad debt write-offs 12 576 144 749 16 262

Exchange gains and losses (477) 291 (800)

(2 051) (2 458) (15 296)

In determining the recoverability of a trade receivable, the Group considers any change in the credit quality of the trade 
receivable from the date credit was initially granted up to the reporting date. The concentration of credit risk is limited due to 
the customer base being large and geographically diverse. Accordingly, the directors believe that there is no further credit 
provision required in excess of the receivables allowance.

Analysis of impaired trade receivables

Included in the allowance for doubtful debts are individually impaired trade receivables with a balance of $21,4  million 
(2010: $9,2 million). The impairment recognised represents the difference between the carrying amount of these trade receivables 
and the present value of any expected collections.

 US$’000
North 

America
South 

America
UK and 
Europe

Asia- 
Pacific AIME Total

2011

Gross value of debtors that have been 
individually impaired 3 361 4 239 6 404 14 189 7 193 35 386

Impairment loss against these debtors (2 575) (2 074) (3 581) (1 489) (4 232) (13 951)

786 2 165 2 823 12 700 2 961 21 435

2010

Gross value of debtors that have been 
individually impaired 2 505 9 404 24 468

Impairment loss against these debtors (2 051) (2 458) (15 296)

454 5 057 2 906 411 9 172

The Group does not hold any collateral against these specific debtors.
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2011
US$’000

2010
US$’000

15. SHARE CAPITAL AND PREMIUM

Authorised share capital

400 000 000 (2010: 400 000 000) ordinary shares of R0,01 each  

Issued share capital 267

185 591 558 (2010: 182 289 608) ordinary shares of R0,01 each

Share premium 240 711

240 978 226 971

Number 
of shares

Share 
capital 

US$’000

Share 
premium 

US$’000

Balance at 1 March 2009 175 546 100 174

Issue of shares for share options 545 770 1 720

Issue of shares for acquisitions 8 20 567

Capital distribution (21 982)

Effects of foreign currency translation 55 55 492

Balance at 28 February 2010 182 289 608 238 226 733

Issue of shares for share options 435 390 1 606

Issue of shares for acquisitions 2 866 560 4 13 083

Capital distribution – – (21 713)

Effects of foreign currency translation – 24 22 003

Balance at 28 February 2011 185 591 558 267 240 712

The shares issued to settle options exercised under the terms of the Datatec Share Option Scheme are issued under the authority of 

been granted but had not yet been exercised or lapsed.

At the annual general meeting of shareholders on 11 August 2010, up to 8 000 000 unissued shares (2010: 
7 000 000 unissued shares) were placed under the control of the directors until the next general meeting, subject to the 
provisions of sections 221 and 222 of the Companies Act and the requirements of the JSE Limited. The shares issued for 
acquisitions above were issued under these shareholder’s authorities: 1 965 864 shares under the authority given at the 
general meeting on 2 October 2009 and 900 696 shares under the authority given at the annual general meeting held on 
11 August 2010.

by the Datatec Share Incentive Trust 2005. These have been set-off against share premium. Share issue expenses for the year 
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15. SHARE CAPITAL AND PREMIUM continued

During the year ended 28 February 2011, the following shares were issued in respect of share options exercised, and 
acquisitions in subsidiaries:

Shares for 
share options

Shares for 
acquisitions Price (ZAR) Target company

1 965 864

Analysys Mason Limited

Promon Logicalis Tecnologia (vendor consideration placing)

900 696

Westcon Group, Inc.

Westcon SA (Pty) Limited

Cornwall Energy Associates Limited

42 661 Analysys Mason Limited

2 866 560

2011
US$’000

2010
US$’000

16. LONG-TERM LIABILITIES

Liabilities under capitalised finance leases 16 770 9 184

 Minimum lease payments 18 141

 Future finance charges (1 371) (1 055)

Secured loans 17 643 42 502

Other long-term liabilities 686 2 150

35 099

Less: Current portion included in accounts payable (Note 17) (13 928)

Long-term portion 21 171 17 676

Repayable within two years 7 499 9 418

Repayable within three years 6 068

Repayable within four years 4 683 974

Repayable within five years 2 921 206

Repayable after five years –

21 171 17 676

The long-term liabilities are reflected at amortised cost. Liabilities under capitalised finance lease agreements are repayable 
in monthly instalments at rates linked to prime interest rates, and relate to assets included under property, plant and equipment 
in Note 8, with a net book value of $11,2 million (2010: $15,5 million). The final repayment date is September 2014.
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16. LONG-TERM LIABILITIES continued

Westcon

2012. The Syndicated Term Loan requires scheduled amortisation, as defined, which requires Westcon to make payments 
of $1,5 million every three months. In 2011, Westcon made an additional annual payment of $2,2 million based on excess 
cash flows. There were no additional annual payments made in 2010. The loan is collateralised by the same pledge as the 
Revolver described in Note 20. The loan contains substantially the same covenants as the Revolver. At Westcon’s option, the 
loan bears interest at either LIBOR or an index rate equal to the higher of (i) prime rate, (ii) federal funds rate plus a margin 
of 0,50% per annum, (iii) the secondary market rate for three-month certificates of deposit plus 1% and (iv) the LIBOR for a 
one-month LIBOR period plus 1%. Both the LIBOR and index rate options are subject to an applicable margin based on excess 
availability under the Revolver. The applicable LIBOR margin ranges from 2,00% to 2,50%, and the index rate margin ranges 
from zero to negative 0,50%. The effective interest rate at 28 February 2011 was 2,26%.

One of Westcon’s European subsidiaries had a financing arrangement, with a financial institution for up to a maximum of 
€19,2 million (or $26,2 million equivalent at 28 February 2010). The duration of this arrangement was three years and 
matured in April 2010 at which time the loan was repaid.

Westcon has a $11,8 million term loan payable related to the purchase of its non-controlling interest holding of 2,6% owned 
by Routine Capital Corp., whose shareholder is Tom Dolan (Westcon’s former Chairman). The term loan requires scheduled 
amortisation, as defined, which requires Westcon to make annual payments of $2,4 million beginning in October 2011. 
The term loan bears interest of 4% per annum and matures in October 2015.

2011
US$’000

2010
US$’000

17. TRADE AND OTHER PAYABLES

Trade payables 637 803

Other payables 261 954

Current portion of long-term liabilities (Note 16) 13 928

913 685

The carrying value of liabilities approximates their fair value. Trade accounts payable will be settled in normal trade operations.

One of Westcon’s European subsidiaries has an arrangement with a financial institution to provide up to an aggregate 

to obtain extended payment terms (normally 60 days from receipt of product) on inventory purchases from Cisco for these 
subsidiaries. The term of the facility was three years and matured in July 2010. As of 28 February 2010, $220,1 million 
was outstanding (including VAT) under these arrangements and is included in accounts payable. The cash flows arising 
from this arrangement are considered to be operating in nature and are included in operating activities on the statement of 
cash flows.
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 US$’000 Restructuring
Legal claims 

and costs
Onerous 
contracts Other Total

18. PROVISIONS

Balance at 1 March 2009 686 790 1 404

Acquisition 626 626

Amounts added 4 856 6 019

Utilised (1 429) (2 568)

Amounts reversed (754) (5) (4 765)

Translation and other 12 (96) 281

Balance at 28 February 2010 578 5 545 165 11 859 18 147

Amounts added 1 371 695 932 3 318 6 316

Utilised (1 415) (4 184) – (2 285) (7 884)

Amounts reversed (6) (1 078) (102) (703) (1 889)

Translation and other 4 3 53 431 491

Balance at 28 February 2011 532 981 1 048 12 620 15 181

Restructuring provisions include expected costs for certain of the Group’s restructuring activities where the details have already 
been announced to affected parties. Legal claims and costs are provisions for anticipated settlements including costs, for 
various legal matters that the Group is defending. Onerous contract provisions relate to building rentals where the costs of the 
rentals exceed the economic benefits expected to be received therefrom. Other provisions include provisions for dilapidations 
where the Group is expected to restore certain leased property to its original condition, and possible taxes in some foreign 
jurisdictions.

These provisions are exclusive of accounts receivable and inventory provisions.

2011
US$’000

2010
US$’000

19. AMOUNTS OWING TO VENDORS

Long-term portion 26 353 19 958

Short-term portion 33 132

59 485 52 811

Amounts owing to vendors represent purchase considerations owing in respect of acquisitions as well as liabilities recognised 
for put options existing in certain business acquisition agreements. The purchase considerations are to be settled with the 
vendors in cash or shares on fulfilment of the relevant profit warranties. The amounts owing are interest free and will be settled 
within the next year. Any additional amounts payable to vendors will be allocated to the goodwill arising on acquisition and 
will be accounted for in profit or loss.

Financial Instruments: Presentation requires that these liabilities are recognised initially in equity and then reflected at their 
fair value at each reporting date with consequent changes in fair value being reported in the statement of comprehensive 

income in 2011 is a charge of $14,7 million (2010: $12,0 million).
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2011
US$’000

2010
US$’000

20. BANK OVERDRAFTS

Total bank overdrafts at year-end 154 433 72 025

South Africa and other holdings

South Africa Limited, bearing interest at the South African prime interest rate (9% as at 28 February 2011 and 10,5% as at 
28 February 2010). 

Africa, bearing interest at the South African prime rate (9% as at February 2011 and 10,5% as at 28 February 2010). 
As at February 2011, the amount drawn was R20 million.

Westcon
Westcon has a $250 million revolving credit facility (the “Revolver”) with various US and Canadian lenders. The Revolver has 
a five-year term and matures in August 2012. The Revolver also includes an accordion feature which gives Westcon the right 
to require the lead bank to increase the facility up to an additional $40 million without a vote of the syndicate by identifying 
a willing lender on the Revolver’s terms.

The Revolver allows for the issuance of irrevocable commercial or standby letters of credit of up to $10 million. As of 
28 February 2011, $1,5 million in letters of credit were outstanding, which reduced the amount available under the Revolver. 
The Revolver also allows for advances to any foreign subsidiary. At Westcon’s option, the Revolver bears interest at either 
London InterBank Offered Rate (“LIBOR”) or an index rate equal to the higher of (i) prime rate, (ii) federal funds rate plus a 
margin of 0,50% per annum, and (iii) the secondary market rate for three-month certificates of deposit plus 1%, and (iv) the 
LIBOR rate for a one-month LIBOR period plus 1%. Both the LIBOR and index rate options are subject to an applicable margin 
based on excess availability under the Revolver. The applicable LIBOR margin ranges from 1,25% to 1,75%, and the index 
rate margin ranges from negative 0,75% to negative 0,25%. The Revolver also calls for a commitment fee of 0,20% per 
annum on the unutilised portion. Borrowings under the Revolver are collateralised by: (i) a pledge of 100% of the stock of 
Westcon’s subsidiaries in the United States and a pledge of 66,66% of the stock of Westcon’s subsidiary in Canada, and 
(ii) a security interest in substantially all of the assets of Westcon’s subsidiaries in the United States and Canada. The Revolver 
contains certain affirmative and negative covenants including, but not limited to, financial covenants establishing a minimum 
fixed charge ratio, minimum last 12-month EBITDA (as defined in the Revolver agreement) and total funded debt to EBITDA, 
and covenants that restrict Westcon’s US and Canadian subsidiaries’ ability to incur debt, create liens, make acquisitions and 
investments, sell assets and place limitations on the ability of Westcon’s US and Canadian subsidiaries to pay dividends to 
Westcon. The effective interest rate at 28 February 2011 was 1,96%.

Westcon’s Brazilian subsidiary has a revolving credit facility with a financial institution. The facility is for 54 million Reais 

overnight lending rate (15,9% at 28 February 2011).

Westcon’s European subsidiary has a revolving credit facility with a financial institution. The facility is for €15,2 million 
($20,9 million at 28 February 2011) and is drawn down on demand. €4 million of the facility bears interest at the financial 
institution’s base rate plus 1,75% and €11,2 million of the facility bears interest at the financial institution’s money market rate.
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20. BANK OVERDRAFTS continued

Westcon continued
During the 2011 financial year, Westcon’s European subsidiary entered into an additional revolving credit facility with a 
financial institution. The facility was for $200 million and matures in July 2014. Advances under this arrangement are 
available up to 85% of the subsidiary’s eligible accounts receivable and bears interest at a rate of 1,65% above the USD, 
Euro or Sterling base rate which were 1,90%, 2,65% and 2,15% respectively, at 28 February 2011.

Westcon’s Indian subsidiary has a revolving credit facility with a financial institution. The facility is for 450 million Rupees 
($9,9 million at 28 February 2011) and matures between June 2011 and August 2011. The facility bears interest between 

One of Westcon’s United Kingdom subsidiaries had an accounts receivable arrangement with a financial institution. 
Obligations under this financing arrangement were guaranteed by trade receivables in Europe. The duration of this agreement 

at 28 February 2011) of accounts receivable, foreign currency settlement and other financing. The financing arrangement is 
repayable upon demand. The advances under the accounts receivable arrangement are generally available for up to 85% 
of the subsidiary’s eligible accounts receivable and bear interest at the financial institution’s base rate plus 1,50% (currently 
7,67% as of 28 February 2011). There was no outstanding balance at 28 February 2011.

Westcon’s Singapore subsidiary has a financing arrangement with a financial institution. Advances under this arrangement 

financing arrangement is repayable upon demand. The advances under the accounts receivable arrangement bear interest 
at the higher of the financial institution’s overnight rate or two-month rate plus 1,75% (currently 2,28% per annum). There was no 
outstanding balance at 28 February 2011.

Logicalis
During the year under review Logicalis transferred the UK treasury management system to HSBC Bank plc. The new facilities 
include a two-year £10 million invoice financing facility, a £2 million overdraft, a three-year £5 million revolving credit facility 
and £5 million standby letter of credit facility. Cross guarantees are in place between the UK operating companies in order 
for them to benefit from pooling their financial resources by using the treasury management system. The invoice financing 
facility is guaranteed by trade receivables in the UK and bears interest at the UK base rate plus 1,85%. The overdraft facility is 
repayable on demand and bears interest at the UK base rate plus 2,00%. At February 2011, the UK base rate was 
0,50% (2010: 0,50%). The revolving credit facility bears interest at the UK LIBOR rate plus 2,25% and is secured, along with 
the standby letter of credit, by a Datatec guarantee. At 28 February 2011, the UK one-month Sterling LIBOR rate was 
0,61% and a £5 million standby letter of credit had been issued to a supplier (2010: £5 million). The new facility is subject 
to a minimum EBITDA to interest expense ratio covenant and an EBITDA to net debt ratio covenant.

In April 2009, Logicalis, Inc. signed a three year extension to a $50 million revolving credit facility with HSBC Business 
Credit (USA) Inc. and Comerica Bank in the US. The accounts receivable book of Logicalis, Inc. is security for the facility and 
the facility is subject to a minimum net income covenant and a fixed-charge coverage covenant. The amended facility bears 
interest at base rate plus 1,50% (where base rate is equal to the higher of HSBC prime rate, Federal Funds rate plus 1,00% 

was 0,26%.

Promon-Logicalis Brazil has a BRL7 million banking facility with Banco Itau. This facility is secured via promissory notes issued 
by PromonLogicalis. There are no covenants associated with this facility. Other Latin American countries have arrangements 
with banks for a range of facilities, including overdraft, loans, factoring and international trade payment financing of imported 
products. These facilities are for operations in five countries and total approximately $10,4 million and have no specific 
covenants attached.

LogicalisNetstar Singapore has a SGD5 million loan facility with Standard Chartered Bank. The facility has no set expiry date 
but is subject to a minimum net worth covenant and a minimum EBITDA to interest expense ratio covenant and bears interest 
at a rate of 4,60% (equivalent to 2,50% above the cost of funds).
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Analysys Mason
During the year, Analysys Mason renegotiated an overdraft facility with Lloyds Banking Group for £1,5 million (interest at 

£1,0 million (2010: £1,0 million), bearing interest at the UK base rate plus 1,5% and a £2,5 million revolving credit facility 
for a period of three years that was issued in April 2009.

Covenants
During the year, Analysys Mason breached the interest cover covenant on its Lloyds facility, which was considered to be 
an immaterial breach. There were no other breaches of covenants that existed during the year, or at year-end.

2011
US$’000

2010
US$’000

21. COMMITMENTS

21.1 Capital commitments

Capital expenditure authorised and contracted for 901 4 968

Capital expenditure authorised but not yet contracted for 22 259 9 707

Total capital commitments 23 160 14 675

This expenditure will be incurred in the ensuing year and will be financed from 
existing cash resources and available borrowing facilities.

21.2 Operating lease commitments

Due within one year:

Property 20 097 18 809

Office furniture, equipment and motor vehicles 2 403

Computer equipment 358 619

Total operating lease commitment due within one year 22 858 22 064

Due between one and two years:

Property 17 212

Office furniture, equipment and motor vehicles 1 481 2 068

Computer equipment 175 164

Total operating lease commitments due between one and two years 18 868 17 764

Due between two and three years:

Property 13 552

Office furniture, equipment and motor vehicles 955

Computer equipment 68 42

Total operating lease commitments due between two and three years 14 575 15 155

Due between three and four years:

Property 9 531 11 048

Office furniture, equipment and motor vehicles 312 619

Computer equipment 2 11

Total operating lease commitments due between three and four years 9 845 11 678
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US$’000

2010
US$’000

21. COMMITMENTS continued

21.2 Operating lease commitments continued

Due between four and five years:

Property 7 027 8 547

Office furniture, equipment and motor vehicles 123

Computer equipment –

Total operating lease commitments due between four and five years 7 150 8 918

Due after five years:

Property 20 097

Office equipment and motor vehicles 19 11

Total non-cancellable operating lease commitments 93 412

The fair value of the operating lease commitments is approximately equal to their 
carrying value.

22. CONTINGENT LIABILITIES, GUARANTEES AND LITIGATION
Datatec and its subsidiaries have issued, in the ordinary course of business, guarantees and letters of comfort to third parties 
in respect of finance and trading facilities, performance commitments to customers and lease commitments. In addition, the 
vendor inventory purchase financing referred to in Note 17 is generally guaranteed by Westcon.

In connection with Westcon’s investment in the Turkish joint venture, Westcon has guaranteed 50%, up to a maximum 
of $4,5 million, related to the joint venture’s finance facility with a bank. The guarantee would require Westcon to pay 
50% of the outstanding balance in the event of default by the joint venture. The utilised facility balance was $5,8 million at 
28 February 2011 (2010: $4,0 million).

The Group has certain contingent liabilities resulting from litigation and claims including breach of warranties where operations 
have been acquired or disposed of, generally involving commercial and employment matters, which are incidental to the 
ordinary conduct of its business. Management believes, after taking legal advice, where appropriate, on  the probable 
outcome of these contingencies, that none of these contingencies will materially affect the financial position or the results of 
operations of the Group.

Logicalis has a contingent liability in respect of a possible tax liability at its Promon Logicalis subsidiary in Brazil. In April 
2011, a Brazilian state tax authority claimed that Promon Logicalis should have paid a higher rate of state tax on its 
equipment sales up to October 2010 than actually paid. Promon Logicalis management, supported by a legal opinion, 
strongly disagrees with the state tax authority’s assessment and have formally appealed against it. Datatec management 
supports Promon Logicalis management’s view and believes it unlikely that Promon Logicalis will have to pay any additional 
tax.
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23. RELATED-PARTY TRANSACTIONS
Sales and purchases between Group companies are concluded at arm’s length in the ordinary course of business. For the year 
ended 28 February 2011, the inter-group sales of goods and provision of services amounted to $56,6 million (2010: 

2011
US$’000

2010
US$’000

Key management personnel compensation:

Short-term employee benefits 8 575 6 678

Post-employment benefits 430 460

Share-based payments 1 449 210

Key management personnel compensation is made up of the Chief Executive and Chief Financial Officers of the Group’s 
key subsidiaries. The remuneration of the Datatec CEO and Group Finance Director is included in directors’ emoluments in 

24. FINANCIAL INSTRUMENTS

24.1 Financial risk management objectives
The Group’s senior management is responsible for monitoring and managing the financial risks relating to the 
operations of the Group. This is achieved through the use of internal risk analyses which analyse exposures by 
likelihood and magnitude of risks. These risks include market risk (including currency and interest risk), credit risk 
and liquidity risk.

The Group seeks to minimise the effects of these risks by using derivative financial instruments to hedge these risk 
exposures. The use of financial derivatives is governed by the Group’s internal policies applicable at subsidiary level. 
Compliance with policies and exposure limits is reviewed by the internal auditors on a continual basis. The Group 
does not enter into or trade financial instruments, including derivative financial instruments, for speculative purposes.

When appropriate, management reports regularly to the Group’s Audit, Risk and Compliance Committee.

The Group’s financial instruments consist mainly of cash and cash equivalents, accounts receivable, accounts payable, 
borrowings and derivative instruments.

24.2 Capital risk management
The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while 
maximising the return to stakeholders. The Group’s overall strategy with respect to the debt and equity balance 
remains unchanged from 2010. The capital structure of the Group consists of debt, which includes the borrowings 
disclosed in Notes 16 and 20, cash and cash equivalents and equity attributable to equity holders of the parent, 
comprising issued capital (see Note 15), reserves and retained earnings.
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24. FINANCIAL INSTRUMENTS continued

24.2 Capital risk management continued

24.2.1 Gearing ratio
The Group’s capital structure is reviewed on at least a semi-annual basis. As part of this review, the Board 
considers the cost of capital and the risks associated with each class of capital.

The gearing ratio at the year-end was as follows:

2011
US$’000

2010
US$’000

Long-term liabilities (21 171) (17 676)

Short-term portion of long-term liabilities (13 928)

Cash and cash equivalents 83 219

Net cash 48 120 185 998

Total equity 770 379 718 779

Net cash to equity ratio 6% 26%

24.3 Categories of financial instruments

Financial assets

Financial assets held-for-trading 78

Loans and receivables (including cash and cash equivalents) 1 129 600

Financial liabilities

Financial liabilities held-for-trading (1 307) (15 555)

Liabilities at amortised cost (828 544) (858 884)

24.4 Credit risk management
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the 
Group. The Group has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient 
collateral, where appropriate, as a means of mitigating the risk of financial loss from defaults.

Trade receivables consist of a large number of customers, spread across diverse industries and geographical areas. 
Ongoing credit evaluation is performed on the financial condition of accounts receivable and, where appropriate, 
credit guarantee insurance cover is purchased.

The Group does not have any significant credit risk exposure to any single counterparty or any group of counterparties 
having similar characteristics. The Group defines counterparties as having similar characteristics if they are related 
entities. Concentration of credit risk did not exceed 5% of gross monetary assets at any time during the year. The credit 
risk on liquid funds and derivative financial instruments is limited because the counterparties are banks with high credit 
ratings assigned by international credit-rating agencies.

impairment losses, represents the Group’s maximum exposure to credit risk without taking account of the value of any 
collateral obtained. Further information on the concentration of credit risk is detailed in the following table:
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24.4 Credit risk management continued

 US$’000
North 

America
South 

America
UK and 
Europe

Asia-
Pacific AIME Total

2011

Gross trade accounts receivable 227 463 130 049 311 271 84 810 70 754 824 347

Less: Allowances for bad debts (2 575) (2 074) (3 692) (1 228) (4 383) (13 952)

Loans granted to third parties 304 – – – – 304

Other receivables 12 909 38 846 17 690 2 826 8 978 81 249

Derivative financial assets 23 – 55 – – 78

Cash and cash equivalents at financial 
institutions 24 741 42 537 72 818 54 293 43 263 237 652

Maximum on-balance sheet exposure 262 865 209 358 398 142 140 701 118 612 1 129 678

Financial guarantees – – 2 883 – – 2 883

2010

Gross trade accounts receivable 218 159 91 227 299 750 70 760 45 486

Less: Allowances for bad debts (2 051) (2 458) (15 296)

Loans granted to third parties 692 221 94 1 007

Other receivables 8 111 11 145 4 424

Derivative financial assets 7

Cash and cash equivalents at financial 
institutions 27 184 161 225 54 086 24 054

Maximum on-balance sheet exposure 268 975 127 726 126 812 69 991 1 076 678

Financial guarantees 2 007 2 007

The Group does not consider there to be any significant credit risk, which has not been adequately provided for at 
the reporting date. Furthermore, there has been no material change to the Group’s exposure to credit risks or the 
manner in which it manages and measures the risk.

24.5 Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built an appropriate 
liquidity risk management framework for the management of the Group’s short, medium and long-term funding and 
liquidity requirements. The Group manages liquidity risk by maintaining adequate reserves, banking facilities and 
borrowing facilities and by continuously monitoring forecast and actual cash flows.

The Group is dependent on its bank overdrafts and trade finance facilities to operate. These facilities generally consist 
of either a fixed term or fixed period but are repayable on demand, are secured against the assets of the company 
to which the facility is made available and contain certain covenants which include financial covenants such as 
minimum liquidity, maximum leverage and pre-tax earnings coverage. In certain circumstances, if these covenants are 
violated and a waiver is not obtained for such violation, this may, amongst other things, mean that the facility may be 
repayable on demand. There have been no other violations of covenants during the current year nor any that exist at 
year-end other than the immaterial breach of a covenant by Analysys Mason (for which a waiver was received). 
Included in Note 20 is a listing of additional undrawn facilities that the Group has at its disposal to further reduce 
liquidity risk.
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24. FINANCIAL INSTRUMENTS continued

The following tables detail the Group’s remaining contractual maturity for its non-derivative and derivative financial 
liabilities. The tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the 
earliest date on which the Group can be required to pay. The table includes both interest and principal cash flows.

 US$’000
0 – 1 
year

1 – 2 
years

2 – 5 
years

After 
5 years Total

2011

Trade payables (637 244) – – – (637 244)

Fixed rate liabilities (8 128) (7 352) (13 365) – (28 845)

Variable rate liabilities (156 141) – – – (156 141)

Derivative financial liabilities (15 392) – – – (15 392)

Financial guarantees/commitments (43 489) – – – (43 489)

Other (102 774) (23 056) (410) (6) (126 246)

(963 168) (30 408) (13 775) (6) (1 007 357)

2010

Trade payables

Non-interest-bearing long-term liabilities (46) (419) (1 511)

Fixed rate liabilities (9 779) (2 782) (2 720) (15 281)

Variable rate liabilities (95 949) (7 860) (2 298) (106 107)

Derivative financial liabilities (10 670) (10 670)

Financial guarantees/commitments (18 029) (18 029)

Other (16 290) (125) (55 795)

(898 557) (5 462) (857)

The Group continues to actively monitor its exposure to liquidity risks and the manner in which it manages and 
measures the risk, particularly the inherent counterparty risk which may arise through the Group’s dealings with 
financial institutions.

24.6 Market risk management
The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates (see Note 
24.7 below) and interest rates (see Note 24.8 below). The Group enters into a variety of derivative financial 
instruments to manage its exposure to foreign currency and interest rate risk, including:

in foreign currency; and

There has been no material change to the Group’s exposure to market risks or the manner in which it manages 
and measures the risk.

24.7 Foreign exchange risk management
The Group operates in the global business environment and undertakes many transactions denominated in foreign 
currencies. The Group is exposed to the risk of fluctuating exchange rates and seeks to actively manage this exposure, 
within approved policy parameters and through the use of derivative instruments. These instruments primarily comprise 
forward exchange contracts. Forward exchange contracts require a future purchase or sale of foreign currency at a 
specified price. The Group does not trade with forward exchange contracts for speculative purposes.
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24. FINANCIAL INSTRUMENTS continued

24.7 Foreign exchange risk management continued

Fluctuations in exchange rates also affect the translation of the profits of subsidiaries whose reporting currency is not 
the US Dollar. The most significant other currencies in which the Group trades are the Pound Sterling, the Euro, the 
Brazilian Real, the Singapore Dollar and the South African Rand.

24.7.1 Foreign currency sensitivity analysis
The following table details the Group’s sensitivity to a 10% change in the currencies listed, being the 
Group’s significant currency exposures, against the various functional currencies of the Group’s subsidiaries. 
The sensitivity rate is 10% and represents management’s assessment of the possible change in foreign 
exchange rates. The sensitivity analysis includes only outstanding foreign currency-denominated monetary 
items and adjusts their translation at the period-end for a 10% change in the listed currency rates. The sensitivity 
analysis includes external loans as well as loans to foreign operations within the Group where  the 
denomination of the loan is in a currency other than the currency of the lender or the borrower. A positive 
number below indicates an increase in profit and other equity where the currency strengthens 10% against 
the functional currency. For a 10% weakening of the currency against the functional currency, there would 
be an equal and opposite impact on the profit and other equity.

 (Gain)/loss

US$ GBP EUR

2011
US$’000

2010
US$’000

2011
US$’000

2010
US$’000

2011
US$’000

2010
US$’000

Profit before tax 6 090 1 326 731 244

Other equity 6 666 4 569 1 169 998 776

24.7.2 Forward foreign exchange contracts (“FECs”)
It is the policy of the Group to enter into FECs to cover specific foreign currency payments and receipts 
based on the known exposure generated. The Group also enters into FECs to manage the risk associated 
with anticipated sales and purchase transactions out to approximately six months within 100% of the 
anticipated exposure generated. Obligations under open FEC contracts are detailed in Notes 24.4 and 
24.5.

24.8 Interest rate risk management
The Group is exposed to interest rate risk as entities in the Group borrow funds at both fixed and floating interest rates. 
The risk is managed by the Group by maintaining an appropriate mix between fixed and floating rate borrowings, 
by the use of interest rate swap contracts and forward interest rate contracts. The interest rate characteristics of new 
borrowings and the refinancing of existing borrowings are positioned according to expected movements in interest 
rates and defined risk appetite.

The Group’s exposures to interest rates on financial liabilities are detailed in the liquidity risk management section 
of this note (see Note 24.5 above).

24.8.1 Interest rate sensitivity analysis
The sensitivity analysis below has been determined based on the exposure to interest rates for both derivative 
and non-derivative instruments at the reporting date. For floating rate liabilities, the analysis is prepared 
assuming the amount of liability outstanding at the reporting date was outstanding for the whole year. The 
applicable increase or decrease that represents management’s assessment of the reasonably possible 
change in interest rates, is dependent on the location of the borrowings. Globally, if interest rates had been 
between 50 and 200 basis points higher and all other variables were held constant, the Group’s:
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24. FINANCIAL INSTRUMENTS continued

24.8 Interest rate risk management continued

24.8.2 Interest rate swap contracts
In December 2007, Westcon entered into an interest rate swap agreement that matured in December 
2009. The swap was designated as a cash flow hedge. The objective of the hedge was to eliminate the 
variability of cash flows associated with the Revolver interest payments for a $60 million notional amount. In 
2010, $1,4 million of the interest rate swap was recorded as an unrecognised gain in accumulated other 
comprehensive income in shareholders’ equity. There was no ineffective portion.

2011
US$’000

2010
US$’000

25. CASH GENERATED FROM OPERATIONS

Profit before taxation 78 178 54 104

Adjustment for:

Unrealised foreign exchange losses 425 2 090

Share-based payments 10 724 11 674

Share of joint venture (earnings)/losses (118) 278

Depreciation and amortisation 37 205

Loss on disposal of property, plant and equipment 67 6

Loss on disposal of investments 2 035

Net movement in provisions (2 966)

Net movements on trade receivables allowances for bad debt 2 815

Fair value adjustments on put option liabilities 14 701 12 010

Cash payments to settle share-based payment obligations (4 580) (624)

Interest received (6 030)

Interest paid 16 210

Foreign exchange movements and other non-cash items (7 590) 1 659

Operating profit before working capital changes 141 076

Working capital changes:

Increase in inventories (11 051) (7 852)

Increase in receivables (80 441)

(Decrease)/increase in payables (113 614)

(64 030) 225 495

26. TAXATION PAID

Amounts unpaid at beginning of year (12 197) (12 855)

Arising on the acquisition of subsidiaries (449)

Amounts charged to the statement of comprehensive income excluding deferred tax (26 540)

Other movements and translation differences (160)

Amounts unpaid at end of year 12 659 12 197

(26 687) (19 842)
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2011
US$’000

2010
US$’000

27. ACQUISITION OF SUBSIDIARY COMPANIES

The fair value of assets acquired and the liabilities assumed on the acquisition 
of subsidiary companies, net of cash acquired, is: 14 705 29 689

Property, plant and equipment 653 4 289

Intangible assets 6 211 6 051

Goodwill arising on acquisitions 13 746

Accounts receivable 3 952 29 652

Inventories 628 7 069

Accounts payable (8 643)

Long-term liabilities – (595)

Net deferred tax (1 868) (671)

14 679 29 689

Non-controlling interest acquired 26

14 705 29 689

28. ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT

Maintenance of operations:

 Office furniture, equipment and motor vehicles 1 794 907

 Computer equipment and software 8 434 5 851

 Leasehold improvements 411 1 265

Expansion of operations:

 Office furniture, equipment and motor vehicles 993 446

 Computer equipment and software 6 954

 Leasehold improvements 4 567 11 626

23 153

29. TRANSLATION DIFFERENCE ON OPENING CASH POSITION

The translation difference on the opening cash position is calculated on opening cash 
balances of companies that hold cash in currencies other than the US$ and not on the net 
cash and cash equivalents included on the statement of financial position at the beginning 
of the year, which is inclusive of cash held in US$. 5 318

30. CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

Cash resources 237 652

Bank overdraft (154 433) (72 025)

83 219
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31. SEGMENTAL REPORT
For management purposes the Group is currently organised into four operating divisions which are the basis on which 
the Group reports its primary segmental information.

Principal activities are as follows:

adjustments.

Westcon (incl. AIME)

2011
US$’000

2010
US$’000

Condensed statement of comprehensive income

Revenue 3 184 042

 North America 1 140 571

 South America 176 294 109 247

 UK and Europe 1 252 474 1 182 964

 Asia-Pacific 365 159

 AIME 298 742 204 718

 Intersegmental (49 198) (79 604)

EBITDA 105 328 80 100

 North America 30 277 10 894

 South America 9 122

 UK and Europe 44 320

 Asia-Pacific 14 438 19 868

 AIME 7 171 4 770

Depreciation and amortisation (14 051) (14 060)

Operating profit 91 277 66 040

Interest received 3 190 889

Finance costs (10 905) (7 810)

Other income –

Fair value adjustments on put option liabilities (1 169)

Share of associate company earnings 464

Profit before taxation 82 857

Taxation (23 426) (16 586)

Profit after taxation 59 431 40 768
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Logicalis Consulting Services Corporate and other holdings Total

2011
US$’000

2010
US$’000

2011
US$’000

2010
US$’000

2011
US$’000

2010
US$’000

2011
US$’000

2010
US$’000

1 046 422 72 508 – 7 414 4 302 972

357 562 6 603 (2 301) (1 574) 1 502 435

298 069 192 491 541 787 (2 628) 472 276

306 645 53 378 50 760 (50 262) (78 509) 1 562 235

86 548 7 462 6 587 2 694 (876) 457 418

– 10 323 8 411 (457) 7 281 308 608 220 410

(2 402) (2 101) (4 924) (1 604) 56 524 –

53 032 541 1 905 (16 720) (15 826) 142 181

12 523 7 488 139 78 – 42 939 18 460

23 270 (3) 12 – 32 389 28 819

10 198 11 854 831 1 640 (7 138) (6 866) 48 211

7 041 691 (364) 42 – 21 115 20 601

– (62) (9 582) (8 960) (2 473) (4 057)

(21 692) (17 154) (1 305) (1 115) (157) (241) (37 205)

31 340 (764) 790 (16 877) (16 067) 104 976 75 966

2 630 2 819 12 75 198 121 6 030

(4 857) (5 546) (165) (120) (283) (2) (16 210)

2 035 – – (2 035)

(13 532) – – (14 701) (12 010)

– – (346) (144) 118 (278)

13 546 12 097 (917) 745 (17 308) (16 092) 78 178 54 104

(7 311) (215) (426) (1 286) 1 278 (32 238) (22 465)

6 235 (1 132) (18 594) (14 814) 45 940
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31. SEGMENTAL REPORT continued

Westcon (incl. AIME)

2011
US$’000

2010
US$’000

Condensed statement of financial position

Total assets 1 284 221 1 254 719

 North America 441 863 420 947

 South America 123 946

 UK and Europe 413 654 476 704

 Asia-Pacific 158 755

 AIME 146 003 114 151

Net cash resources 798

 North America (23 129) (4 661)

 South America (15 867) (2 707)

 UK and Europe (31 408)

 Asia-Pacific 38 664

 AIME 32 538

Inventories 267 133 241 542

 North America 89 978 86 608

 South America 28 911 25 062

 UK and Europe 77 258 68 710

 Asia-Pacific 39 258

 AIME 31 728

Trade accounts receivable 591 595 525 407

 North America 160 560 152 800

 South America 51 409

 UK and Europe 248 972 242 092

 Asia-Pacific 67 397 55 926

 AIME 63 257 40 010

Total liabilities (747 362) (776 071)

 North America (209 759) (209 096)

 South America (83 242) (51 689)

 UK and Europe (259 755)

 Asia-Pacific (101 592) (101 410)

 AIME (93 014)

Trade and other payables (570 328)

 North America (149 652)

 South America (48 856)

 UK and Europe (196 340)

 Asia-Pacific (98 925) (95 070)

 AIME (76 555)

Number of employees at year-end 2 259 1 942
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Logicalis Consulting Services Corporate and other holdings Total

2011
US$’000

2010
US$’000

2011
US$’000

2010
US$’000

2011
US$’000

2010
US$’000

2011
US$’000

2010
US$’000

641 912 566 711 48 554 51 542 22 245 29 072 1 996 932 1 902 044

163 534 165 291 1 793 2 572 – 607 190 588 810

212 950 149 168 – 337 045

212 040 185 966 40 788 44 455 5 359 15 504 671 841 722 629

53 388 40 271 2 354 – 214 497

– 3 470 16 886 166 359

71 425 (712) 4 205 11 708 20 809 83 219

(13 327) 4 926 601 520 – (35 855) 785

27 696 21 051 – – 11 829

45 153 (1 956) 788 12 506 12 577 140 005

11 903 469 255 – 51 036 50 165

– 174 97 10 920 43 632

28 785 3 542 – 299 460

3 130 92 – 93 200 98 611

18 585 – – 47 496

2 993 3 450 – 83 701

4 077 – – 43 335

– – – 31 728

201 537 170 489 17 264 14 190 – 810 396 710 086

63 473 855 1 622 – 224 888 216 025

76 434 54 445 133 152 – 127 976 89 176

47 183 11 423 8 748 – 307 578

14 447 11 047 1 738 282 – 83 582 67 255

– 3 115 – 66 372

(435 658) (20 792) (17 016) (22 741) (20 149) (1 226 553)

(116 892) (1 596) (946) – (328 247)

(159 926) (127 297) – – (243 168) (178 986)

(132 237) (18 756) (16 070) (14 271) (12 214) (425 019)

(26 603) (18 847) (124) – (128 319) (120 257)

– (316) (8 470) (101 800)

(314 767) (287 871) (16 611) (12 760) (11 979) (10 058) (913 685)

(81 130) (87 564) (1 596) (729) – (232 378) (242 654)

(103 640) (77 552) – – (152 496)

(110 063) (109 184) (14 575) (8 986) (4 090) (329 964) (465 194)

(19 934) (124) – (118 983) (108 641)

– (316) (2 993) (5 968) (79 864) (42 806)

2 193 374 10 10 4 836 4 126
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32. ACQUISITIONS IN SUBSIDIARIES/BUSINESSES

 Material subsidiaries/businesses acquired Principal activity Date of acquisition
Proportion of shares/

business acquired

 Network Infrastructure Corporation (“NIC”) Network 01/12/2010 100%

 Direct Visual Limited (“Direct Visual”) IT Solutions 02/01/2011 100%

 Touchbase Singapore (“Touchbase”) IT Solutions 20/09/2010 100%

 BDA Mauritius (“BDA”) Services 100%

 Biodata (“Biodata”) Distribution 01/10/2010 90%

NIC Direct Visual Other Total

Book 
value

US$’000

Fair value 
adjust-

ment
US$’000

Fair value 
on 

acquisi-
tion

US$’000

Book 
value

US$’000

Fair value 
adjust-

ment
US$’000

Fair value 
on 

acquisi-
tion

US$’000

Fair value 
on 

acquisi-
tion

US$’000

Fair value 
on 

acquisi-
tion

US$’000

Current assets

  Cash and cash 
equivalents 2 185 2 185 576 576 1 008 3 769

Trade and other
receivables 1 538 1 083 1 331 3 952

 Inventories – 510 510 118 628

Non-current assets

  Plant and equipment 255 255 353 45 653

  Deferred tax assets – – 200 200

  Intangible assets 3 920 1 348 943 6 211

Current liabilities

  Trade and other 
payables (2 088) (2 088) (2 129) (2 129) (4 426) (8 643)

Non-current liabilities

  Deferred tax 
liabilities (1 535) (370) (163) (2 068)

4 275 1 371 (944) 4 702

Goodwill on 
acquisition 5 224 5 224 5 837 2 685 13 746

Minority interest 
acquired/(recognised) – – 26 26

Fair value of 
acquisition 5 579 9 499 5 860 7 208 1 767 18 474

The above acquisitions represent the material subsidiaries and businesses acquired during the year.

The revenue and EBITDA included from these acquisitions in 2011 were $9 million and $0,5 million respectively. Had the 
acquisition date been 1 March 2010, pro forma revenue would have been approximately $28,4 million. It is not practical to 
establish EBITDA that would have been contributed to the Group if they had been included for the entire year.
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SUBSIDIARY COMPANIES
Nature of 
business

Effective holding (% held)

 2011 2010

INCORPORATED IN AFRICA
Datatec Management Services (Pty) Limited O 100,0 100,0
Westcon SA (Pty) Limited D 74,0 74,9
Westcon Africa (SADC) (Pty) Limited D 51,0 66,9
Westcon Emerging Markets Group (Pty) Limited D 100,0 100,0
Scantec (Pty) Limited D 74,9 74,9
Westcon Africa (Tanzania) Limited D 66,9 66,9
Westcon Africa Distribution (Nigeria) Limited D 66,9 66,9
Westcon Africa (Kenya) Limited D 66,9 66,9
Westcon Africa (Uganda) Limited D 66,9 66,9
Westcon Africa (Cameroon) Limited D 66,9 66,9
Westcon Africa (Angola) Limited D 66,9 n/a
Westcon Africa (Mauritius) Limited D 66,9 n/a
Analysys Mason Mauritius Limited C 92,7 n/a
Biodata (Pty) Limited D 66,7 n/a
Datatec Integration Services (Pty) Limited O 100,0 100,0

INCORPORATED IN UK AND EUROPE
Westcon Emerging Markets (Cyprus) O 100,0 100,0
Westcon Africa UK D 66,9 66,9
Resolv Computers Limited D 66,9 66,9
JET Distribution Limited D 66,9 66,9
Westcon European Holdings Limited D 100,0 97,4
Westcon Group European Holdings Limited D 100,0 97,4
Westcon Group European Operations Limited D 100,0 97,4
Crane Telecommunications Group Limited D 100,0 97,4
Crane Telecommunications Limited D 100,0 97,4
NOXS Italy Srl D 100,0 97,4
NOXS Netherlands BV D 100,0 97,4
Neteks (50% JV) D 50,0 50,0
Logicalis Group Limited I 100,0 100,0
Logicalis Group Services Limited I 100,0 100,0
Logicalis UK Limited I 100,0 100,0
Satelcom Limited I 100,0 100,0
Logicalis Computing Solutions Limited I 100,0 100,0
Hawke Systems Limited I 100,0 100,0
TBC Group Limited I 100,0 100,0
TBC Limited I 100,0 100,0
Promon-Logicalis Latin America Limited I 70,0 70,0
Logicalis Computing Solutions Finance Limited I 100,0 100,0
Logicalis (Ireland) Limited I 100,0 100,0
Logicalis Deutschland GmbH I 100,0 100,0
Logicalis Networks GmbH I 100,0 100,0
Logicalis-Minters GmbH I 100,0 100,0
Direct Visual Group Limited I 100,0 n/a
Direct Visual Limited I 100,0 n/a
Direct Visual Services Limited I 100,0 n/a
Next Generation Internet Limited I 100,0 n/a
Intact Holdings Limited O 88,0 88,0
Intact Integrated Services Limited C 88,0 88,0
Intact GmbH C 66,0 66,0
Analysys Mason Limited C 92,7 90,0
Analysys Mason Group Limited C 92,7 90,0
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SUBSIDIARY COMPANIES
Nature of 
business

Effective holding (% held)

 2011 2010

INCORPORATED IN UK AND EUROPE continued
Mason Communication Limited C 92,7 90,0
Analysys Mason Ireland Limited C 92,7 90,0
Mason Sitefinder Limited C 92,7 90,0
Catalyst IT Partners Limited C 92,7 90,0
Analysys Limited C 92,7 90,0
Analysys Consulting Limited C 92,7 90,0
Analysys Research Limited C 92,7 90,0
Analysys Ventures Limited C 92,7 90,0
Redbox Consulting Services Limited C 92,7 90,0
Greening Associates Limited C 92,7 90,0
OSS Observer Limited C 92,7 90,0
PCI COMMS Limited C 88,0 n/a
Datatec International Limited O 100,0 100,0
Cornwall Energy Associates C 30,0 n/a
SJ Associates Limited C 10,0 n/a
Datatec UK Holdings O 100,0 100,0
INCORPORATED IN US AND CANADA
Westcon Group North America, Inc. D 100,0 97,4
Westcon Canada Systems, Inc. D 100,0 97,4
Westcon Group, Inc. D 100,0 97,4
Westcon CALA, Inc. D 100,0 97,4
Westcon Mexico S.A. de C.V. D 100,0 97,4
Westcon Group China Holdings (Cayman) Limited D 100,0 n/a
Reseller Marketing Services (JV) D 50,0 48,7
Logicalis (US) Holdings, Inc. I 100,0 100,0
Logicalis, Inc. I 100,0 100,0
PLLAL International LLC I 70,0 70,0
Network Infrastructure Corporation I 100,0 n/a
Logicalis South America, Inc. I 70,0 70,0
Intact, Inc. C 65,0 65,0
OSS Observer LLC C 92,7 90,0
Datatec Networking North America, Inc. O 100,0 100,0
Datatec Networking USA, Inc. O 100,0 100,0
Intertel, Inc. O 100,0 100,0
VIA Group O 50,0 50,0
INCORPORATED IN SOUTH AMERICA
Westcon Brasil, Ltda D 100,0 97,4
Logicalis Argentina S.A. I 70,0 70,0
X-Net Cuyo S.A. I 0,0 70,0
Logicalis Uruguay S.A. I 70,0 70,0
Logicalis Inc. S.A. I 70,0 70,0
Logicalis Andina Bolivia LAB Ltda I 70,0 n/a
Logicalis Colombia S.A.S. I 70,0 n/a
Logicalis Ecuador S.A. I 70,0 n/a
Logicalis Brasil Importação Exportação Ltda I 70,0 70,0
Logicalis Paraguay S.A. I 70,0 70,0
Logicalis Chile S.A. I 70,0 70,0
Logicalis Andina S.A.C. I 70,0 70,0
Promon-Logicalis Tecnologia e Participações Ltda I 70,0 70,0
PTLS Comercio, Exportação e Importação de Equipamentos de  
Telecommunicação Ltda I 70,0 70,0
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SUBSIDIARY COMPANIES
Nature of 
business

Effective holding (% held)

 2011 2010

INCORPORATED IN AUSTRALIA AND NEW ZEALAND
Westcon Group Pty Limited D 100,0 97,4
Westcon Group Limited D 100,0 97,4
Datastor Limited D 100,0 97,4
NetstarLogicalis Australia Pty Limited I 100,0 100,0
INCORPORATED IN BRITISH VIRGIN ISLANDS
Westcon Middle East D 100,0 100,0
Comstor Middle East D 100,0 100,0
Westcon StorIT Limited D 100,0 n/a
Datatec International Holding Limited (BVI) O 100,0 100,0
NetStar Asia Holding (BVI) Limited I 100,0 100,0
NetStar Australia Holding (BVI) Limited I 100,0 100,0
NetStar Group Holding Limited I 100,0 100,0
INCORPORATED IN ASIA AND THE MIDDLE EAST
Westcon Africa FZCo D 66,9 66,9
Westcon India Pvt Limited (formerly Inflow Technologies Pvt Limited) D 54,02 50,01
Skill Profiler Analytics Pvt Limited D 29,70 27,50
Inflow Technologies Singapore Pte Limited D 54,02 50,01
Westcon Singapore Pte Limited D 54,02 50,01
Westcon Group (Thailand) D 100,0 n/a
Westcon Group Pte Ltd (formerly Comstor Pte Limited) D 100,0 97,4
Comstor Malaysia Sdn Bhd D 100,0 97,4
Comstor Singapore Pte Limited D 100,0 n/a
Westcon Group China Holdings (Hong Kong) D 100,0 n/a
Datatec Group China (Hong Kong) Limited O 100,0 n/a
nVisage GNC Malaysia Sdn Bhd I 100,0 100,0
NetstarLogicalis Singapore Pte Limited I 100,0 100,0
NetstarLogicalis Malaysia Sdn Bhd I 100,0 100,0
NetstarLogicalis Xiamen Limited I 100,0 100,0
NetstarLogicalis Hong Kong Limited I 100,0 100,0
NetstarLogicalis Shanghai Limited I 100,0 100,0
Intact Integrated Services Pte Limited C 88,0 n/a
Analysys Mason FZ LLC C 92,7 n/a
Analysys Mason India Pvt Limited C 92,7 n/a
Analysys Mason Pte Limited C 92,7 90,0
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COMPANY STATEMENT OF COMPREHENSIVE INCOME
for the year ended 28 February 2011

Notes
2011

ZAR’m
2010
ZAR’m

Revenue – management fee income 51 45

Operating costs (50) (86)

Foreign exchange loss (40) (146)

Depreciation (1) (1)

(12) (10)

Operating loss 1 (52) (198)

Interest received 2 19 21

Profit on sale of investments * 261

(2) *

Profit before taxation (35) 84

Taxation 6

Total comprehensive (expense)/income for the year (29) 117

*Less than R1 million.
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COMPANY STATEMENT OF FINANCIAL POSITION
as at 28 February 2011

Notes
2011 

ZAR’m
2010 
ZAR’m

ASSETS

Non-current assets 5 175 4 979

Office furniture and equipment 1 2

Subsidiary companies and investments 4 5 159 4 971

Deferred tax asset 15 6

Current assets 139 175

Accounts receivable 2

Subsidiary company loans 4 44 94

Cash and cash equivalents 93 78

Total assets 5 314 5 154

EQUITY AND LIABILITIES

Equity attributable to equity holder of the parent 4 974 5 068

Share capital and premium 5 1 692 1 759

Non-distributable reserves 213

Share-based payment reserve 31 29

Distributable reserves 3 038

Non-current liabilities 249

Subsidiary company loans 4 249

Current liabilities 91

Accounts payable 6 43 45

Subsidiary company loans 4 32

Taxation 12 (5) (2)

Bank overdraft 7 21 17

Total equity and liabilities 5 314 5 154

*Less than R1 million.
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COMPANY STATEMENT OF CHANGES IN EQUITY
for the year ended 28 February 2011

ZAR’m

Share
capital

Share
premium

Non-
distributable

reserves
Share-based

payments
Distributable

reserves
Total

equity

Balance at 1 March 2009 2 1 768 25 2 950 4 958

Total comprehensive income  
for the year 117 117

New share issues * 168 168

Capital distribution (179) (179)

Share-based payments# 4 4

Balance at 28 February 2010 2 1 757 29 5 068

Total comprehensive expense for the 
year – – – – (29) (29)

New share issues * 99 – – – 99

Capital distribution – (166) – – – (166)

Share-based payments# – – – 2 – 2

Balance at 28 February 2011 2 1 690 213 31 3 038 4 974

*Less than R1 million.
#  Included in this amount are share incentive scheme participation costs of R10 million (2010: R5 million) for shares issued to share scheme participants in respect of 

awards that have vested under the share schemes.



167
Datatec Annual Report 2011

COMPANY STATEMENT OF CASH FLOWS
for the year ended 28 February 2011

Notes
2011 

ZAR’m
2010 
ZAR’m

Cash flow from operating activities

Cash utilised by operations 11 (8) (16)

Interest received 19 21

Interest paid (2) *

Taxation paid 12 (6)

Net cash inflow/(outflow) from operating activities 3

Cash flow from investing activities

Acquisitions of subsidiary – *

Acquisitions of additional interest in subsidiary company – (9)

Additions to property, plant and equipment * *

Proceeds on disposal of investments 9

Net loans (advanced to)/repaid by subsidiaries (181)

Net cash (outflow)/inflow from investing activities (172) 44

Cash flow from financing activities

Proceeds from issue of shares 99 168

Capital distribution (166) (179)

Net loans received from subsidiaries 246 *

Net cash inflow/(outflow) from financing activities 179 (11)

Net increase in cash and cash equivalents 11 2

Cash and cash equivalents at the beginning of year 61 59

Cash and cash equivalents at the end of year 72 61

*Less than R1 million.



168
Datatec Annual Report 2011

NOTES TO THE COMPANY ANNUAL FINANCIAL STATEMENTS
for the year ended 28 February 2011

2011
ZAR’m

2010
ZAR’m

1. OPERATING LOSS

Operating loss is arrived at after taking into account the following items:

Auditors’ remuneration

2 2

* 1

Auditors’ remuneration 3

Foreign exchange gains

Realised 5 10

Unrealised 35

40 146

Depreciation 1 1

Fees for services

Administrative 3 2

Managerial * 2

Secretarial * *

Technical * *

Advisory * *

Consulting, professional and acquisitions related 5 

Taxation * 1

Internal Audit 1 *

Operating lease rentals

Premises, office furniture, equipment and motor vehicles 2 1

Staff costs 18 15

Impairment of loans * 49

Reversal of provisions – (6)

The loan impairment relates to the African Legends Indigo (Pty) Limited 
and Datatec Integration Services (Pty) Limited loans.

Directors’ emoluments

Executive directors

Salaries 3 1

Benefits – *

Pension fund contributions – *

Bonuses – *

Non-executive directors’ fees 3

6 5

Full details of directors’ emoluments are provided in the integrated report on pages 70 and 71.

*Less than R1 million.
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2011
ZAR’m

2010
ZAR’m

2. INTEREST RECEIVED

From subsidiary companies 19 21

Other investments * *

19 21

*Less than R1 million.

3. TAXATION

Taxation charge

3 *

(9)

(6)

Reconciliation of taxation rate to profit before taxation

South African normal tax rate 28,0% 28,0%

Permanent differences (10,4%) (68,7%)

Prior year adjustment – 2,0%

Effective tax rate 17,6%

Datatec Limited has no estimated tax loss at the end of the current and prior 
financial year.

Movement of deferred tax assets

Balance at beginning of year 6 1

Credit to statement of comprehensive income 9 5

15 6

Analysis of deferred tax assets

Rental smoothing * *

Provisions 1 1

Other temporary differences 14 5

15 6

Movement of deferred tax liabilities

Balance at beginning of year – 28

Credit to statement of comprehensive income – (28)

–

Net deferred tax asset 15 6

*Less than R1 million.
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NOTES TO THE COMPANY ANNUAL FINANCIAL STATEMENTS continued

for the year ended 28 February 2011

2011
ZAR’m

2010
ZAR’m

4. SUBSIDIARY COMPANIES AND INVESTMENTS

Unlisted shares

Unlisted shares at written-down value 4 282 4 290

Net amounts owing by subsidiaries 605 714

Total investment 4 887 5 004

Presented as follows:

Shares at cost and long-term portion of loans receivable 5 159 4 971

Long-term loans payable (249)

Current assets 44 94

Current liabilities (32)

Impairment provisions included in other payables (35)

4 887 5 004

directors have reviewed the valuations and believe that the carrying value of the 
investments is recoverable.

During 2010, Datatec Limited disposed of certain investments to an intermediate 
holding company. This transaction resulted in a profit on disposal of R261 million in 
the company, which was eliminated on consolidation.

Details of investment in subsidiaries are recorded in Annexure 1 of the Group annual 
financial statements.

Amounts due by/(to) Group companies

Loans

ZAR-denominated loans

Datatec Management Services (Pty) Limited 14 14

Westcon SA (Pty) Limited 1

Analysys Mason Limited * *

Logicalis Group Limited 3 22

Westcon Group, Inc. 13 11

Datatec Integration Services (Pty) Limited 21 21

Datatec Limited Share Incentive Trust 17 26

Westcon Emerging Markets (Pty) Limited (246)

Intact Integrated Services 1 *
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2011
ZAR’m

2010
ZAR’m

4. SUBSIDIARY COMPANIES AND INVESTMENTS continued

USD-denominated loans

Logicalis Group Limited 276

Inflow Technologies India 18 20

Westcon Group, Inc. 402

Datatec International Holdings Limited * *

Datatec International Limited 17

Westcon Africa Middle East (Pty) Limited –

GBP-denominated loans

Datatec International Limited 7 59

Intact Holdings 96

Datatec UK Holdings Limited (3)

Analysys Mason Group Limited 2

640 749

Impairment provisions (35)

Net amounts owing by subsidiaries 605 714

Loans amounting to R127 million are subject to interest at the UK base rate plus 2% and there are no fixed repayment terms. 
Loans amounting to R402 million are subject to the USD LIBOR six-months rate plus 2%.

Loans amounting to R276 million are subject to the USD LIBOR one-month rate plus 1,5%. Loans amounting to R18 million 
are subject to the USD LIBOR 1 month + 1%. The remainder of the loans are subject to no interest and there are no fixed 
repayment terms.

*Less than R1 million.
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NOTES TO THE COMPANY ANNUAL FINANCIAL STATEMENTS continued

for the year ended 28 February 2011

2011
ZAR’m

2010
ZAR’m

5. SHARE CAPITAL AND PREMIUM

Authorised share capital

400 000 000 (2010: 400 000 000) ordinary shares of R0,01 each 4 4

Issued share capital

185 591 558 (2010: 182 289 608) ordinary shares of R0,01 each 2 2

Share premium 1 690 1 757

1 692 1 759

The shares issued to settle options exercised under the terms of the Datatec Share Option Scheme are issued under the 

(2010: 1 890 418) share options had been granted but had not yet been exercised or lapsed.

At the Annual General Meeting of shareholders on 11 August 2010, up to 8 000 000 unissued shares (2010: 7 000 000 unissued 
shares) were placed under the control of the directors until the next general meeting, subject to the provisions of section 221 and 
222 of the Companies Act and the requirements of the JSE Limited. The shares issued for acquisitions above were issued under 
these shareholders’ authorities: 1 965 864 shares under the authority given at the general meeting on 2 October 2009 and 
900 696 shares under the authority given at the Annual General Meeting held on 11 August 2010.

the Datatec Share Incentive Trust 2005. These have been set off against share premium. Share issue expenses for the year 
amounted to R176 967 (2010: R158 716).

During the year ended 28 February 2011, the following shares were issued in respect of share options exercised, and 
acquisitions in subsidiaries: 

Shares for share options Shares for acquisitions Price (ZAR) Target company

1 965 864

Analysys Mason Limited

Promon Logicalis Tecnologia (vendor 
consideration placing)

900 696

Westcon Group, Inc.

Westcon SA (Pty) Limited

Cornwall Energy Associates Limited

42 661 Analysys Mason Limited

2 866 560
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2011
ZAR’m

2010
ZAR’m

6. ACCOUNTS PAYABLE

Other payables 43 45

The carrying value of other accounts payable approximates the fair value.

7. BANK OVERDRAFT

Total borrowings at year-end 21 17

at the South African prime interest rate (9% as at 28 February 2011 and 10,5% as at 
28 February 2010).

Datatec Limited also has access to an uncommitted lending facility amounting to 

African prime interest rate (9% as at 28 February 2011 and 10,5% as at 28 February 
2010). At 28 February 2011, R20 million was drawn.

8. COMMITMENTS

Operating lease commitments

Due within one year:

Property 1 *

Due between one and five years:

Property 3 5

*Less than R1 million.

Datatec Limited has issued in the ordinary course of business, guarantees and letters of comfort to third parties in respect of 
trading facilities and lease commitments and to banks who provide facilities to subsidiaries.

9. CONTINGENT LIABILITIES, GUARANTEES AND LITIGATION

Datatec Limited stands guarantor to Logicalis UK Limited in respect of that company’s liabilities to IBM United Kingdom Financial 
Services Limited up to a maximum of £5 million (2010: £5 million) and also in respect of Logicalis UK Limited’s liabilities to 
HSBC Bank Plc under letters of credit issued by that bank up to a maximum of £10 million (2010: £10 million).

Datatec Limited stands guarantor to Westcon Middle East Limited which has a facility of $1,5 million with HSBC Bank in 
the Middle East (2010: $1,5 million), backed by a lien on a deposit of $0,5 million by Westcon Middle East Limited. The 
facility bears interest at 10,25% (2010: 10,25%), and inventory and accounts receivable balances have been pledged as 
collateral.

Datatec Limited stands surety on behalf of Westcon Emerging Markets (Pty) Limited for Westcon SA’s banking facilities of 
R87 million (2010: R87 million) with The Standard Bank of South Africa.

Datatec Limited stood guarantor to Inflow Technologies Pvt Limited and/or Westcon (India) Pvt Limited in respect of bank 
facilities with The Hong Kong and Shanghai Banking Corporation Limited up to a maximum of INR140 000 000 from 
29 October 2010 to 4 April 2011 when the guarantee ceased and was replaced by a similar guarantee issued by Westcon 
Group, Inc.
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NOTES TO THE COMPANY ANNUAL FINANCIAL STATEMENTS continued

for the year ended 28 February 2011

10. FINANCIAL INSTRUMENTS

10.1 Financial risk management objectives

The Company’s senior management is responsible for monitoring and managing the financial risks relating to the 
operations of the Company. This is achieved through the use of internal risk analyses which analyse exposures by 
likelihood and magnitude of risks. These risks include market risk (including currency and interest risk), credit risk and 
liquidity risk.

The Company does not enter into or trade financial instruments, including derivative financial instruments, for 
speculative purposes.

When appropriate, management reports regularly to the Group’s Audit, Compliance and Risk Committee.

The Company financial instruments consist mainly of cash and cash equivalents, accounts receivable, accounts 
payable and borrowings.

10.2 Capital risk management

The Company manages its capital to ensure that it will be able to continue as a going concern while maximising 
the return to stakeholders. The Company’s overall strategy with respect to the debt and equity balance remains 
unchanged from 2010. The capital structure of the Company consists of cash and cash equivalents and equity 
attributable to equity holders of the parent, comprising issued capital (Note 5), reserves and retained earnings.

2011
ZAR’m

2010
ZAR‘m

10.3 Categories of financial instruments

Financial assets

Loans and receivables (including cash and cash equivalents) 139 175

Financial assets held-for-trading 139 175

Financial liabilities

Liabilities at amortised cost (96) (85)

Financial liabilities held-for-trading (96) (85)

10.4 Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to 
the Company. The Company has adopted a policy of dealing only with creditworthy counterparties and obtaining 
sufficient collateral, where appropriate, as a means of mitigating the risk of financial loss from defaults.

Trade receivables consist of sundry receivables.

losses, represents the Company’s maximum exposure to credit risk, concentrated all in South Africa without taking 
account of the value of any collateral obtained.

The Company does not consider there to be any significant credit risk which has not been adequately provided for at 
the reporting date. Furthermore, there has been no material change to the Company’s exposure to credit risks or the 
manner in which it manages and measures the risk.
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10. FINANCIAL INSTRUMENTS continued

10.5 Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built an appropriate 
liquidity risk management framework for the management of the Company’s short, medium and long-term funding 
and liquidity requirements. The Company manages liquidity risk by maintaining adequate reserves, banking facilities 
and borrowing facilities and by continuously monitoring forecast and actual cash flows.

The following tables detail the Company’s remaining contractual maturity for its non-derivative financial liabilities. The 
tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on 
which the Company can be required to pay. The table includes both interest and principal cash flows:

0 – 1 year
ZAR’m

Total
ZAR’m

2011

Financial guarantees or commitments (289) (289)

(289) (289)

2010

Financial guarantees or commitments (128) (128)

(128) (128)

There has been no material change in the nature of the Company’s exposure to liquidity risks or the manner in which 
it manages and measures the risk.

10.6 Market risk management

The Company’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates (see 
Note 10.7) and interest rates (see Note 10.8). The Company does not make use of derivative financial instruments 
to manage its exposure to foreign currency and interest rate risk.

There has been no material change to the Company’s exposure to market risks or the manner in which it manages 
and measures the risk.

10.7 Foreign exchange risk management

The Company operates in the global business environment and undertakes many transactions denominated in foreign 
currencies. The Company is exposed to the risk of fluctuating exchange rates and actively seeks to manage this 
exposure, within approved policy parameters.

Fluctuations in exchange rates also affect the translation of the profits of the Company whose reporting currency is 
the South African Rand.
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10. FINANCIAL INSTRUMENTS continued

10.7 Foreign exchange risk management continued

10.7.1 Foreign currency sensitivity

The following table details the Company’s sensitivity to a 10% increase and decrease in the US$ against 
the relevant foreign currencies. The sensitivity rate is 10% and represents management’s assessment of the 
possible change in foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency-
denominated monetary items and adjusts their translation at the period end for a 10% change in  foreign 
currency rates. The sensitivity analysis includes external loans as well as loans to foreign operations within 
the Group where the denomination of the loan is in a currency other than the currency of the lender or the 
borrower. A positive number below indicates an increase in profit and other equity where the US$ strengthens 
10% against the functional currency. For a 10% weakening of the US$ against the relevant currency, there 
would be an equal and opposite impact on the profit and other equity:

USD GBP EUR

(Gain)/loss 2011
ZAR‘m

2010
ZAR‘m

2011
ZAR‘m

2010
ZAR‘m

2011
ZAR‘m

2010
ZAR‘m

Profit before tax 9 2 1 –

Other equity 68 9 10 –

10.8 Interest rate risk management

The Company is exposed to interest rate risk as it borrows funds at both fixed and floating interest rates. The risk 
is managed by the Company by maintaining an appropriate mix between fixed and floating rate borrowings. The 
interest rate characteristics of new borrowings and the refinancing of existing borrowings are positioned according to 
expected movements in interest rates and defined risk appetite.

The Company’s exposures to interest rates on financial liabilities are detailed in the liquidity risk management section 
of this note (see Note 10.5).

10.8.1 Interest rate sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to interest rates for both derivatives 
and non-derivative instruments at the reporting date. For floating rate liabilities, the analysis is prepared 
assuming the amount of liability outstanding at the reporting date was outstanding for the whole year. 
The applicable increase or decrease that represents management’s assessment of the reasonably possible 
change in interest rates, is dependent on the location of the borrowings. Globally, if interest rates had been 
between 50 and 200 basis points higher and all other variables were held constant:

(2010: decrease of R0,8 million); and

NOTES TO THE COMPANY ANNUAL FINANCIAL STATEMENTS continued

for the year ended 28 February 2011
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NOTICE OF ANNUAL GENERAL MEETING

DATATEC LIMITED
(Incorporated in the Republic of South Africa)

Registration number 1994/005004/06
Share code: DTC  ISIN: ZAE000017745

(“Datatec” or “the Company”)

Notice is hereby given that the Annual General Meeting of shareholders of Datatec will be held at the Michelangelo Hotel, 

purpose of considering and voting on the following resolutions with or without modification:

1. CONSIDERATION OF ANNUAL FINANCIAL STATEMENTS
 Ordinary Resolution Number 1
  “Resolved that the audited Annual Financial Statements, including the directors’ report and the Audit, Risk and Compliance 

Committee report, and Group Annual Financial Statements for the year ended 28 February 2011 all of which are contained 
in the Annual Report of which this notice forms part be and are hereby accepted.”

  In order for this resolution to be adopted, the support of a majority of votes (which, for purposes of this Annual General 
Meeting notice, means 50%+1) cast by shareholders present or represented by proxy at the meeting is required.

2. RE-ELECTION OF DIRECTOR
 Ordinary Resolution Number 2
  “Resolved that Mr J P Montanana who retires in terms of the Company’s memorandum of incorporation (“the MoI”) and who 

offers himself for re-election, be and is hereby re-elected as a director of the Company.”

  Please refer to page 20 of the integrated report for Mr Montanana’s brief curriculum vitae. On behalf of the Board, the 
Chairman confirms that on the basis of the annual evaluation of the Board, the performance and commitment of Mr Montanana 
throughout his period of office was highly satisfactory.

  In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or represented by 
proxy at the meeting is required.

3. RE-ELECTION OF DIRECTOR
 Ordinary Resolution Number 3
  “Resolved that Mr S J Davidson who retires in terms of the MoI and who offers himself for re-election, be and is hereby  

re-elected as a director of the Company.”

  Please refer to page 20 of the integrated report for Mr Davidson’s brief curriculum vitae. On behalf of the Board, the senior 
non-executive director confirms that on the basis of the annual evaluation of the Board and of the performance of individual 
directors, the performance and commitment of Mr Davidson throughout his period of office was highly satisfactory.

  In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or represented by 
proxy at the meeting is required.

4. RE-ELECTION OF DIRECTOR
 Ordinary Resolution Number 4
  “Resolved that Mr N J Temple who retires in terms of the MoI and who offers himself for re-election, be and is hereby  

re-elected as a director of the Company.”

  Please refer to page 21 of the integrated report for Mr Temple’s brief curriculum vitae. On behalf of the Board, the Chairman 
confirms that on the basis of the annual evaluation of the Board and of the performance of individual directors, the performance 
and commitment of Mr Temple throughout his period of office was highly satisfactory. 

  In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or represented by 
proxy at the meeting is required.

5. ELECTION OF DIRECTOR
 Ordinary Resolution Number 5
  “Resolved that Ms O Ighodaro, who was appointed by the Board on 1 September 2010, be and is hereby elected as a 

director of the Company.”
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  Please refer to page 21 for Ms Ighodaro’s brief curriculum vitae. On behalf of the Board, the Chairman confirms that 
Ms Ighodaro’s strong international experience and broad financial expertise will make a significant contribution to Datatec‘s 
ongoing growth.” 

  In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or represented by 
proxy at the meeting is required.

6. RATIFICATION OF REAPPOINTMENT OF INDEPENDENT AUDITORS
 Ordinary Resolution Number 6
  “Resolved that the reappointment of Deloitte & Touche as auditors of the Company made by the Audit, Risk and Compliance 

Committee be ratified and that Ian Marshall be appointed as the designated auditor to hold office for the ensuing year.”

  In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or represented by 
proxy at the meeting is required.

7. APPROVAL OF AUDITOR’S REMUNERATION
 Ordinary Resolution Number 7
  “Resolved that the Audit, Risk and Compliance Committee of the Company be and is hereby authorised to fix and pay the 

auditors’ remuneration for the year ended 28 February 2011.”

  In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or represented by 
proxy at the meeting is required.

8. ELECTION OF AUDIT COMMITTEE MEMBERS
 Ordinary Resolution Number 8
  “Resolved that the Audit, Risk and Compliance Committee be elected to serve from this Annual General Meeting to the 2012 

Annual General Meeting by separate election to the committee of the following independent non-executive directors:

  On behalf of the Board, the Chairman confirms that each candidate for election to the Audit Committee has the necessary 
financial qualifications to discharge their role effectively and that the performance of each candidate in the service of the Audit 
Committee to the date of this notice has been highly satisfactory.”

  In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or represented by 
proxy at the meeting is required.

9. APPROVAL OF REMUNERATION POLICY
 Ordinary Resolution Number 9
  “Resolved that the remuneration policy of the Company 2011 as reflected on page 60 of the integrated report of which this 

notice forms part be and is hereby endorsed through a non-binding advisory vote as required by King III.”

10. RATIFICATION OF DIRECTORS’ REMUNERATION
 Ordinary Resolution Number 10
  “Resolved that the remuneration of the directors of the Company for the year ended 28 February 2011 as reflected on 

page 70 of the integrated report of which this notice forms part be and is hereby ratified.”
 
  In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or represented by 

proxy at the meeting is required.

11. PLACE UNISSUED SHARES UNDER THE CONTROL OF THE DIRECTORS
 Ordinary Resolution Number 11
  “Resolved that the authorised but unissued ordinary shares in the capital of the Company be and are hereby placed under the 

control and authority of the Board of Directors of the Company until the next Annual General Meeting and that the directors of 
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NOTICE OF ANNUAL GENERAL MEETING continued

the Company be and are hereby authorised and empowered to allot, issue and otherwise dispose of such unissued ordinary 
shares as they may deem fit, subject always to:

issued share capital of the Company”

  In order for this resolution to be adopted, the support of 75% of the votes cast by shareholders present or represented by proxy 
at the meeting is required in terms of the Listings Requirements of the JSE.

12. APPROVAL OF AMENDMENTS TO EMPLOYEE SHARE PLANS
  In respect of the following share plans: Datatec Limited Long Term Incentive Plan 2005; the Datatec Limited Share Appreciation 

Right Scheme 2005 and the Datatec Limited Deferred Bonus Plan 2005. 
 Ordinary Resolution Number 12
 “Resolved that:
 1.  The Company hereby approves the amendments made to the following employee share plans in order to better align 

them with the interests of shareholders:

  These amendments will only apply to grants made after the date of approval of this resolution.

    The rules of each plan, showing the proposed amendments, will be available for inspection at Ground Floor, Sandown 
Chambers, Sandown Village, 16 Maude Street, Sandown, Johannesburg 2148 (the Company’s registered office in 
South Africa) for 14 days prior to the Annual General Meeting of the Company.

 2. The proposed amendments made to the SAR Scheme can be summarised as follows:
  (a)  In line with King III, the abolition of any retesting of the performance condition four and five years after grant, if the 

condition is not met on first testing three years after grant. 
  (b)  The Remuneration Committee is envisaging introducing more stretching performance conditions to the SAR Scheme. 

Therefore, the performance condition (“hurdle”) for 100% vesting will be increased from the current condition that 
underlying EPS (“uEPS”) must increase by United States (“US”) Consumer Price Index (“CPI”) Inflation +6% over the 
three year vesting period to the following: 

   50% vesting for uEPS increase by US CPI inflation +6% over three years (2% pa) (lower target); and
   100% vesting for uEPS increase by US CPI inflation +12% over three years (4% pa) (upper target).

    Linear vesting will occur between the upper and lower target. These targets will be stipulated in the annual grant 
letters as required by the rules of the SAR Scheme and as directed by the Remuneration Committee.

  (c)  As a quid pro quo for tougher performance conditions introduced, the face value limit of SARs which may be made 
to any individual will be increased from 80% of base salary to 150% of base salary.

  (d)  As a consequence of the increase in the face value limit, expected value limit of awards granted under the 
SAR Scheme, LTIP and DBP at any one time will be increased from 100% of base salary to 200% of base salary 
in a particular financial year.

  (e)  Certain amendments to the SAR Scheme will be made to clarify the settlement method which may be used by 
the Company. Ultimately the Company will not change the method currently used to settle benefits under the 
SAR Scheme. However, these amendments will assist in confirming that a corporate tax deduction may be claimed 
as well as the most efficient settlement method may be adopted for accounting purposes.

  (a)  The Remuneration Committee envisages maintaining the performance hurdle at the median Total Shareholder Return 

lower end of the upper quartile (as before).
  (b)  In order to clarify the rules, the definition of vesting condition and vesting period is introduced in order to clearly 

differentiate between the period during which performance conditions will be tested (i.e. performance period) and 
the period during which the participant will be required to remain in the employment of the Company (i.e. vesting 
period) as well as to clearly differentiate Company performance conditions from the tenure condition. The definition 
of vesting date is amended to reflect these.

    As a result of this introduction of the above definitions, the leaver provisions will be amended to refer to termination 
of employment before the vesting date (i.e. the later of the date on which the performance conditions have been 
met and the date on which the vesting condition has been met).

  (c)  The introduction of a “holding period(s)” to a portion of the shares settled under a conditional award determined 
with reference to the upper income tax bracket of the participant. Currently, conditional awards are subject to a 
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performance period of three years after which it vests. The current three-year performance period will be retained, 
but following the vesting date a further holding period(s) will be introduced whereby participants will be restricted 
from disposing of a portion of the shares settled under the conditional award for a further period(s) (for 50% of the 
portion subject to the holding period a further one year from the vesting date and the balance a further two years 
from vesting date is envisaged). In order to effect this amendment, the definitions of holding period, first release 
date and second release date are introduced or amended. 

  (d)  As a quid pro quo for tougher performance conditions introduced, the limit in the face value of conditional awards 
which may be made to any individual will be increased from 80% of base salary to 150% of base salary.

  (e)  As a consequence of the increase in the face value limit, the expected value limit of awards granted under the 
SAR Scheme, LTIP and DBP at any one time will be increased from 100% of base salary to 200% of base salary 
in a particular financial year.

  (f)  Certain amendments to the LTIP will be made to clarify the settlement method which may be used by the Company.  
Ultimately the Company will not change the method currently used to settle benefits under the LTIP. However, these 
amendments will assist in confirming that a corporate tax deduction may be claimed as well as the most efficient 
settlement method may be adopted for accounting purposes.

 4.  The proposed amendments made to the DBP can be summarised as follows:
  (a)  Introduce a mandatory purchase of pledged shares of 20% of each participant’s gross bonus to be used to 

purchase pledged shares. This portion will be stipulated in the annual grant letters as required by the rules of the 
DBP and as directed by the Remuneration Committee;

  (b)  Allow participants to invest a further optional 40% of gross bonus by purchasing pledged shares if the participant 
wishes. This portion will be stipulated in the annual grant letters as required by the rules of the DBP and as directed 
by the Remuneration Committee; 

   (c)  Introduce performance condition for uEPS growth for matching awards after three years as follows:
    50% will be matched to the extent that the participant holds the pledged shares to which the matching awards  

relate if the participant remains in the employment of the Company;

the matching awards relate;

the matching awards relate (a higher level of matching for over performance).

    As a result of the introduction of performance conditions, the rules will be amended to introduce the definitions of 
performance condition, performance period, vesting condition and vesting period and the definition of vesting date 
was amended to reflect these. 

    
    As a result of the introduction of the above definitions, the reconstruction and takeover, and the leaver provisions 

(i.e. in the case of retrenchment, ill health, disability, any other circumstances which the Company may consider 
appropriate or death) will be amended. These amendments will state that a portion of the matching award will 
vest on the date of these occurrences provided that the pledged shares to which the matching awards relate are 
still held by the participant. The proportion reflects the number of months of the vesting period which have been 
served up to the date of termination as a proportion of the total number of months of the vesting period. The 
performance condition (if any) will be tested and the number of shares which vest (if any) will be calculated and 
will be transferred to the participant. The portion which does not vest will lapse.

  (d)  As quid pro quo for the introduction of performance conditions to the DBP, the limit in the face value of pledged 

salary;
  (e)  As a consequence of the increase in the face value limit, the expected value limit of awards granted under the 

SAR Scheme, LTIP and DBP at any one time will be increased from 100% of base salary to 200% of base salary 
in a particular financial year;

  (f)  Certain amendments to the DBP will be made to clarify the settlement method which may be used by the Company. 
Ultimately the Company will not change the method currently used to settle benefits under the DBP. However, these 
amendments will assist in confirming that a corporate tax deduction may be claimed as well as the most efficient 
settlement method may be adopted for accounting purposes;

  (g)   Participants will be entitled to receive a dividend equivalent within a specific period after the vesting date. The 
dividend equivalent will be paid in cash or in shares (as directed by the Remuneration Committee) and will be 
calculated with reference to the dividends declared by the Company in respect of shares and the number of 
matching awards which vests in the participant.

   In order for this resolution to be adopted, the support of 75% of votes cast by shareholders present or represented by 
proxy at the meeting is required in terms of the JSE Listings Requirements.
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NOTICE OF ANNUAL GENERAL MEETING continued

13. AUTHORITY TO SIGN ALL DOCUMENTS REQUIRED
 Ordinary Resolution Number 13
  “Resolved that subject to the passing of terms of the Ordinary Resolutions 1 to 12 and Special Resolution 1 (below), any 

Director of the Company or the Company Secretary shall be and is hereby authorised to sign all documents and perform all 
acts which may be required to give effect to such Ordinary Resolutions 1 to 12 and Special Resolution 1 (below) passed at 
the Annual General Meeting.”

  In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or represented by 
proxy at the meeting is required.

 To consider and if deemed fit, to pass the following special resolution:

14. GENERAL AUTHORITY TO REPURCHASE SHARES
 Special Resolution Number 1
  “Resolved that the Board of Directors of the Company be authorised by way of a general authority given as a renewable 

mandate, to facilitate the acquisition by the Company or a subsidiary of the Company of the issued ordinary shares of the 
Company, upon such terms and conditions and in such amounts as the directors of the Company may from time to time 
determine, but subject to the MoI, the provisions of the Companies Act, 2008 and the JSE Listings Requirements, when 
applicable and provided that:

shares acquired thereafter;

15 (fifteen) months or until the next Annual General Meeting, whichever period is shorter;

the JSE Listings Requirements unless they have in place a repurchase programme where the dates and quantities of securities 
to be traded during the relevant period are fixed (not subject to any variation) and full details of the programme have been 
disclosed in an announcement over SENS prior to the commencement of the prohibited period;

any prior understanding or arrangement between the Company and the counterparty;

ordinary share capital in the aggregate in any one financial year or, in the case of acquisition by any of the Company’s 
subsidiaries, 10% (ten percent) of such issued ordinary share capital in the aggregate if such shares are to be held as 
treasury shares;

authority, the maximum premium at which such ordinary shares may be acquired will be 10% (ten percent) of the weighted 
average of the market price at which such ordinary shares are traded on the JSE, as determined over the 5 (five) trading 
days immediately preceding the date of the repurchase of such ordinary shares by the Company or a subsidiary of the 
Company.

 
  As at the date of this resolution, the Company’s directors undertake that they will not implement any such repurchase in the 

12 (twelve) months following the date of this Annual General Meeting or for the period of the general authority, whichever is 
the longer, unless the solvency and requirements set out in section 4 of the Companies Act, 2008 are met.

  75% (seventy-five percent) of the votes cast by shareholders present or represented by proxy at the meeting must be cast in 
favour of this resolution in terms of the Company’s MoI in order for it to be adopted.

 Additional disclosure 
  For purposes of considering Special Resolution Number 1 and in terms of the JSE Listings Requirements, the information below 

has been included in the integrated report, in which this notice of Annual General Meeting is included, at the places indicated:
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  The directors undertake that the Company will not commence a general repurchase of shares as contemplated above unless 
the following can be met:

following the date of the general repurchase; and

12 months after the date of the general repurchase. For this purpose, the assets and liabilities will be recognised and 
measured in accordance with the accounting policies used in the latest audited consolidated annual financial statements 
which comply with the Act; and

of 12 months after the date of the general repurchase; and 

12 months following the date of the repurchase; and

of the JSE Listings Requirements prior to any repurchases being implemented on the open market of the JSE.

 Litigation statement 
  The directors, whose names are given on page 188 of the integrated report of which this notice forms part, are not aware 

of any legal or arbitration proceedings, other than such proceedings disclosed on page 148, including proceedings that are 
pending or threatened, that may have or have had in the recent past, being at least the previous 12 (twelve) months, a material 
effect on the Group’s financial position. 

 Directors’ responsibility statement 
  The directors, whose names are given on page 188 of the integrated report, collectively and individually accept full 

responsibility for the accuracy of the information pertaining to this Special Resolution Number 1 and certify that to the best of 
their knowledge and belief there are no facts that have been omitted which would make any statement false or misleading, and 
that all reasonable enquiries to ascertain such facts have been made and that this special resolution contains all information 
required by law and the JSE Listings Requirements. 

 Material changes 
  Other than the facts and developments reported on in the integrated report, there have been no material changes in the affairs 

or financial position of the Company and/or the Group since the date of signature of the audit report and the date of this 
notice.

 Reason and effect 
  The reason and effect for Special Resolution Number 1 is to authorise the Company and/or its subsidiary company by way 

of a general authority to acquire its own issued shares on such terms, conditions and in such amounts as determined from time 
to time by the directors of the Company subject to the limitations set out above.

  Statement of Board’s intention 
  The directors of the Company have no specific intention to effect the provisions of Special Resolution Number 1 but will, 

however, continually review the Company’s position, having regard to prevailing circumstances and market conditions, in 
considering whether to effect the provisions of Special Resolution Number 1.

15. TO TRANSACT SUCH OTHER BUSINESS AS MAY BE TRANSACTED AT AN ANNUAL GENERAL MEETING.
  Note: 

  These resolutions are not therefore included in the 2011 AGM but equivalent resolutions will be presented to shareholders at 
the 2012 AGM and annually thereafter.
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NOTICE OF ANNUAL GENERAL MEETING continued

Voting and proxies
The record date on which shareholders must be recorded as such in the register maintained by the transfer secretaries of the 
Company for the purposes of being entitled to attend and vote at the meeting is Monday, 12 September 2011. Accordingly, the 
last day to trade for the purposes of being entitled to attend and vote at the meeting is Monday, 5 September 2011.

Shareholders who have not dematerialised their shares or who have dematerialised their shares with “own name” registration are 
entitled to attend and vote at the Annual General Meeting and are entitled to appoint a proxy or proxies to attend, speak and 
vote in their stead.  The person so appointed need not be a shareholder of the Company. Proxy forms must be forwarded to reach 
the registered office of the Company or the Company’s transfer secretaries, Computershare Investor Services (Proprietary) Limited, 
70 Marshall Street, Johannesburg 2001, or posted to the transfer secretaries at PO Box 61051, Marshalltown 2107, South Africa 

handed to the chairman of the meeting.  

Shareholders holding shares on the Jersey Branch register should forward the proxy form sent with this notice to Computershare 
Investor Services (Jersey) Limited in accordance with the instructions on the proxy form.

Proxy forms must only be completed by shareholders who have dematerialised their shares with “own name” registration or who 
have not dematerialised their shares.

On a show of hands, every shareholder of the Company present in person or represented by proxy shall have one vote only. On 
a poll, every shareholder of the Company present in person or represented by proxy shall have one vote for every share held in 
the Company by such shareholder.

Shareholders who have dematerialised their shares, other than those shareholders who have dematerialised their shares 
with “own name” registration, who are unable to attend the Annual General Meeting but wish to be represented thereat, 
should contact their Central Securities Depository Participant (“CSDP”) or broker (as the case may be) in the manner and 
time stipulated in their agreement entered into by such shareholder and the CSDP or broker (as the case may be) to furnish 
the CSDP or broker (as the case may be) with their voting instructions and in the event that such shareholders wish to attend 
the meeting, to obtain the necessary authority to do so. Such shareholders who wish to attend the Annual General Meeting 
in person must obtain the necessary letter of representation from their CSDP or broker. 

Shareholders holding depositary interests in shares on the Jersey Branch register should forward the form of instruction sent to them 
with this notice to Computershare Investor Services (Jersey) Limited in accordance with the instructions on the form of instruction.

Shares held by a share trust or scheme will not have their votes at general meetings taken into account for the purposes of resolutions 
proposed in terms of the JSE Listings Requirements.

All meeting participants will be required to provide identification reasonably satisfactory to the chairman of the meeting.

By order of the Board

S P Morris
For and on behalf of 
Datatec Management Services (Pty) Limited
Company Secretary

Sandton
August 2011
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FORM OF PROXY

Datatec Limited
(“the Company”)

(Incorporated in the Republic of South Africa)
Registration number: 1994/005004/06

JSE code: DTC
ISIN: ZAE000017745

Please note that this proxy form is only for use by members who have not dematerialised their ordinary shares or who have 
dematerialised their ordinary shares and registered them with own name registration.

I/We

of

being a member/members of the abovementioned Company, hereby appoint:

or failing him/her,

or failing him/her, the chairperson of the Annual General Meeting as my/our proxy to vote for me/us on my/our behalf at the 

Signed at this day of 2011.

Signature

Please indicate with an “X” in the appropriate space on the right how you wish your votes to be cast.  If you return this form duly 
signed, without any specific direction, the proxy shall be entitled to vote as he/she thinks fit.

In favour of 
resolution

Against 
resolution

Abstain from 
voting

Ordinary resolutions

1. Acceptance of annual financial statements

2. Re-election of J P Montanana

Re-election of S J Davidson

4. Re-election of N J Temple

5. Election of O Ighodaro

6. Ratification of appointment of independent auditors

7. Approval of the auditors’ remuneration

8. Election of Audit, Risk and Compliance Committee members:

(a)  Election of C S Seabrooke

(b)  Election of L W Nkuhlu

(c)  Election of O Ighodaro

9. Approval of remuneration policy (advisory vote)

10. Ratification of directors’ remuneration

11. Placing eight million unissued shares under the control of the directors  

12. Approval of amendments to employee share plans

Authority to sign all documents required

Special resolution

1. General authority to repurchase shares
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NOTES TO THE FORM OF PROXY

I. A member entitled to attend and vote at the Annual General Meeting is entitled to appoint one or more proxies to attend, speak 
and vote in his/her stead. A proxy need not be a registered member of the Company.

2.  Every member present in person or by proxy and entitled to vote at the Annual General Meeting of the Company shall, on a 
show of hands, have one vote only irrespective of the number of shares such member holds. In the event of a poll, every member 
shall be entitled to that proportion of the total votes in the Company which the aggregate amount of the nominal value of the 
shares held by such member bears to the aggregate amount of the nominal value of all the shares issued by the Company.

and who appointed Computershare Limited as their Central Securities Depository Participant (“CSDP”) with the express instruction 
that their uncertificated shares are to be registered in the electronic subregister of members in their own names.

Instructions on signing and lodging the form of proxy:
1. A member may insert the name of a proxy or the names of two alternative proxies of the member’s choice in the space/s 

provided overleaf, with or without deleting “the chairperson of the Annual General Meeting”, but any such deletion must be 
initialled by the member. Should this space be left blank, the proxy will be exercised by the chairperson of the Annual General 
Meeting. The person whose name appears first on the form of proxy and who is present at the Annual General Meeting will be 
entitled to act as proxy to the exclusion of those whose names follow.

2. A member’s voting instructions to the proxy must be indicated by the insertion of an ‘X’, or the number of votes exercisable by 
that member, in the appropriate spaces provided overleaf. Failure to do so will be deemed to authorise the proxy to vote or 
to abstain from voting at the Annual General Meeting as he/she thinks fit in respect of all the member’s exercisable votes. A 
member or his/her proxy is not obliged to use all the votes exercisable by him/her or by his/her proxy but the total number 
of votes cast, or those in respect of which abstention is recorded, may not exceed the total number of votes exercisable by the 
member or by his/her proxy.

Services (Proprietary) Limited, at 70 Marshall Street, Johannesburg, 2001, South Africa, or posted to the transfer secretaries at 

2011. Any forms of proxy not lodged by this time must be handed to the chairman of the Annual General Meeting.

4. Documentary evidence establishing the authority of a person signing this form of proxy in a representative capacity must be 
attached to this form of proxy unless previously recorded by the transfer secretaries or waived by the chairperson of the Annual 
General Meeting.

5. The completion and lodging of this form of proxy will not preclude the relevant member from attending the Annual General 
Meeting and speaking and voting in person thereat to the exclusion of any proxy appointed in terms hereof, should such 
member wish to do so.

The completion of any blank spaces overleaf need not be initialled. Any alterations or corrections to this form of proxy must be 
initialled by the signatory/ies.

The chairperson of the Annual General Meeting may accept any form of proxy which is completed other than in accordance with 
these instructions provided that he is satisfied as to the manner in which a member wishes to vote.

Members who have dematerialised their shares must inform their CSDP or broker of their intention to attend the Annual General 
Meeting and request their CSDP or broker to issue them with the necessary authorisation to attend or provide their CSDP or broker 
with their voting instructions should they not wish to attend the Annual General Meeting in person.
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SHARES AND SHAREHOLDERS

SHAREHOLDERS’ DIARY 
Annual General Meeting   14 September 2011 

Reports

Interim half-year to August 2011 Published 12 October 2011

Announcement of 2012 annual results Published 16 May 2012

2012 annual report Published July 2012

1 March 2010 
to 28 February

2011

1 March 2009 
to 28 February

2010

1 March 2008 
to 28 February

2009

Stock exchange performance

Total number of shares traded (’000) 104 059 121 672

Total number of shares traded as a percentage of total shares 56,58% 64,17% 69,81%

Total value of shares traded (R’million) 3 494 2 422 2 696

JSE Limited prices (SA cents)

Closing 3 576

High 3 848

Low 2 720 1 042 1 220

London Stock Exchange (AIM) prices (UK pence)

Closing 310,0 261,0 90,0

High 350,0 266,0 227,9

Low 235,0 71,0

Public/non-public shareholding

Percentage of shares held by non-public shareholders 34,56% 8,24%

Percentage of shares held by public shareholders 65,44% 80,66% 91,76%

Listed below are analyses of holdings extracted from the register of ordinary shareholders at 28 February 2011:

 Shareholder type Shareholders in SA
Shareholders other 

than in SA Total shareholders

Number
Percentage 

of shares Number
Percentage 

of shares Number
Percentage 

of shares

Directors 0,6% 2 7,6% 5 8,2%

Other holdings over 10% 2 26,1% 2 26,1%

Share trust (treasury shares) 1 1

Total non-public 6 27,0% 2 7,6% 8

Public  5 576 54,6% 10,8%  5 908 65,4%

Total  5 582 81,6%   334 18,4%  5 916 100,0%

the issued share capital as at 28 February 2011:

Government Employees Pension Fund (PIC) (ZA) 25 710 209 13,94%
Old Mutual Life Assurance Co Limited (ZA) 22 741 279 12,33%
Allan Gray – Equity Fund, Balanced Fund and Stable Fund (ZA) 13 887 366 7,53%
Jens Montanana (Director) 13 302 626 7,17%
Investment Solutions (ZA) 11 546 751 6,26%
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ADMINISTRATION

Registered office
Ground Floor
Sandown Chambers
Sandown Village
16 Maude Street
Sandown
South Africa

110 Buckingham Avenue
Slough
Berkshire SL14PF
United Kingdom

Registration number
1994/005004/06

Secretary
Datatec Management Services (Pty) Ltd 

Office – UK
1st Floor, Bush House
North West Wing
London
WC2B 4PJ

Office – US
520 White Plains Road
Tarrytown
New York 10591
Telephone +1 914 829 7170
Telefax +1 914 829 7184

Name Date of appointment Position held at 28 February 2011

Executive directors

J P Montanana (British) 6 October 1994 Chief Executive Officer

I P Dittrich 1 March 2008 Chief Financial Officer

Non-executive directors

S J Davidson (British)^ 1 February 2007 Chairman

O Ighodaro (Nigerian/British)* 1 September 2010 Director

J F McCartney (American)^ 16 July 2007 Director

L W Nkuhlu* 1 September 2006 Director

C S Seabrooke*^ 6 October 1994 Director

N Temple (British)^ 1 October 2002 Director
*Audit, Risk and Compliance Committee.
^Remuneration Committee and Nomination Committee.

Sponsors
Rand Merchant Bank (a division of 
FirstRand Bank Limited)
1 Merchant Place
Corner Fredman Drive and  
Rivonia Road
Sandton, 2196
South Africa

Jefferies International Limited 
(European Headquarters)
Vintners Place
68 Upper Thames Street

United Kingdom

finnCap Limited
4 Coleman Street
London EC2R 5TA
United Kingdom

Transfer secretaries
Computershare Investor Services 
(Pty) Limited
Ground Floor 
70 Marshall Street
Johannesburg, 2001
South Africa

Computershare Investor Services  
(Channel Islands) Limited
Ordnance House

St Helier, Jersey
Channel Islands 
JE4 8PW

Corporate law advisers and 
consultants
Bowman Gilfillan (Pty) Limited
165 West Street
Sandton, 2196
South Africa

Auditors
Deloitte & Touche
The Woodlands 
Woodlands Drive
Woodmead
Sandton, 2148
South Africa

Principal bankers – SA
The Standard Bank of South Africa 
Limited
Commercial Banking Division

Johannesburg, 2001

Principal bankers – UK
HSBC Bank Plc
Thames Valley Corporate Banking 
Centre
Apex Plaza
Reading RG1 1AX

Principal bankers – US
HSBC Business Credit (USA) Inc
452 Fifth Avenue
New York, NY 10018

GE Corporate Financial Services
201 Merritt 7
Norwalk, CT 06856



Internet addresses:

 www.datatec-group.com
 www.datatec.co.za
 www.westcongroup.com
 www.logicalis.com
 www.analysysmason.com
 www.intact-is.com

BASTION GRAPHICS
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