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WELCOME TO DATATEC

Datatec group is a global provider of
ICT products, solutions and services
with revenues of over US$5 billion, more
than 6 000 employees worldwide and
operations in over 50 countries. The Group
operates in three principal areas of the ICT
industry: Technology, Integration and
Consulting through its three respective
divisions:
Q Westcon Group, global distribution of advanced networking,

security and unified communications products;
Q Logicalis, ICT infrastructure solutions and services; and
Q Consulting Services, comprising; Analysys Mason, Intact and
Via Group providing strategic and technical consulting.

Datatec’s shares are listed on the
Johannesburg Stock Exchange and
the Alternative Investment Market of the
London Stock Exchange.
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“Our unrelenting focus on
operational performance has
meant that once again we
have been able to substantially
increase revenues and expand
margins.”
Chairman: Stephen Davidson
“Datatec’s global reach and
geographic diversity continues
to be a strong asset, helping
to mitigate the continuing
challenging market conditions
in the US and Europe.”
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SNAPSHOT OF OUR PERFORMANCE
Financial and operational highlights
REVENUE

$5,03 billion
(2011: $4,3 billion)

Ongoing strong
performance and
operational leverage

Continued margin
expansion; overall
EBITDA margin 3,8%
(2011: 3,3%)

Technology
Integration
Consulting

EBITDA $190,2 million
(2011: $142,2 million)

Continuing to benefit
from business
diversification and
international scale
integrated services
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UNDERLYING* EARNINGS
PER SHARE

47,9 US cents
(2011: 37,9 US cents)

Improved business mix
and growing annuity
income stream

Logicalis and
Westcon establish
operations in
Indonesia

CAPITAL DISTRIBUTIONS OF

16 US cents
PER SHARE, FOR THE YEAR
(2011: 13 US cents) including
a final distribution of 9 US cents
per share
* Excluding goodwill and intangibles impairment, amortisation of acquired intangible assets, acquisition-related adjustments, 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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SNAPSHOT OF OUR PERFORMANCE CONTINUED
Key highlights

EBITDA
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6 000

5 000

4 000

3 000

2 000

1 000

0

Headline earnings per share

200

50

180

45

160

40

140

35

120

30

100

25

80

20

60

15

40

10

20

5
0

0
07

08

09

10

11

07

12

08

09

10

11

12

07

08

09

10

11

US$ million

US$ million

US cents

+17%

+34%

+80%

$5,03 BILLION

$190,2 MILLION

43,1 US CENTS

2011: $4,3 BILLION

2011: $142,2 MILLION

2011: 23,9 US CENTS

Operating profit per employee
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STRATEGIC OBJECTIVES

Datatec’s long-term strategy to deliver sustainable above average returns to shareholders is built on the following
strategic objectives:

KEY PERFORMANCE
INDICATOR

2012
PERFORMANCE

FUTURE
TARGETS

Q

Organic growth in the higher value, faster growing sectors of the ICT market

Q

Organic revenue growth

COMMENT

14%

10% plus

Q

Revenues exceeded $5 billion for
the first time, growing 17% on the
prior year driven by robust top-line
growth in both Westcon and
Logicalis (up 17% and 18%
respectively).

33%

Up to 50%

Q

Just six years ago almost 90% of
the Group’s revenue and profits
were derived from North America
(principally the US) and Europe.
Geographies outside the US and
Europe now generate 33% of
Datatec’s revenues and 40% of the
Group’s gross profits.

Q

Overall gross margins expanded
to 14% (2011:13,9%) reflecting
continuing improvement in
business mix.

Q

Focus on operational performance
during the year meant that once
again the Group was able to
substantially increase revenues and
expand margins, resulting in the
bottom line growing at twice the
rate of revenues.

Q Targeted geographic expansion
Q

Proportion of revenue arising in
emerging and developing markets

Q Investment in higher margin value-added products and services
Q

Gross margin

14%

~15%

Q Sustainable long-term above average returns for shareholders
Underlying earnings per share*
(UEPS) growth

+26%

Q

EBITDA growth

+34%

Growing
faster than
revenues

Q

Share price growth

+20%

Above market

Q

* Excluding goodwill and intangibles impairment, amortisation of acquired intangible assets, acquisition-related adjustments, 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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STRATEGIC FRAMEWORK

2012 PRIORITIES

2013 OBJECTIVES

Q

Expansion of global footprint by
making a number of strategic
acquisitions across the globe, and
establishing Westcon Solutions in
South-East Asia.
Q Expansion of vendor portfolio
across key technology areas
including new vendors and
expansion of existing vendor
relationships.
Q Refinancing of North American
credit facility increasing it to
$250 million. The new facility also
includes the right to increase the
size of the facility by up to
$50 million.
Q Partner enablement and
infrastructure expansion including
continued momentum for
Westcon’s premier LEAP (Learn,
Experience, Architect and Plan)
“Centres of Excellence”.

Q

Q

Organic revenue increase achieved;
driven by continued high growth
rate in South America.
Q Provide a wider and more varied
engagement with clients:
augmenting client capabilities and
IT resources; delivering operational
support for core IT infrastructure
and providing traditional
solutions in new service-based
consumption models.
Q Maintain leadership in innovation
for solutions and service offerings
by investing in high-quality
technical staff.
Q Expansion into new emerging
markets through Indonesia
start-up business.

Q

Broaden the geographic footprint
and extend core propositions
carefully and incrementally to
strengthen key client relationships.
Q Increase the proportion of recurring
revenue streams.
Q Foster real-time operational
visibility, cost vigilance and
management agility.

Q

Seek further acquisitions and
expansion opportunities particularly
in emerging markets.
Q Drive organic revenue growth by
optimising vendor portfolio in key
technology areas.
Q Increase operating profit by
continuing to focus on higher
margin product areas.
Q Continue to invest in its people by
launching an all-inclusive
recognition programme to reward
stellar performance as well as
increase employee morale.

Investing and innovating in main
areas of growth – data centre and
unified communications and
collaboration solutions, cloud
services and managed services.
Q Achieve an organic revenue growth
rate in excess of the market.
Q Increase operating profit by
continuing to focus on the services
and annuity revenue mix and
managing the cost base effectively.

CONSULTING SERVICES
Q Research
Q Strategy consulting
Q Programme and project

management
Q Technical staff augmentation

integrated services

6 Datatec Annual Report 2012

Q

Targeted sales activities to
further diversify the division’s
customer base.
Q Refine and streamline go-to-market
propositions.
Q Continue to focus on resource
recruitment, development and
retention, which will have a direct
impact on utilisation and
measurable improvement
of profitability.
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Westcon Group
Logicalis
Consulting Services

The Group will continue to seek to improve its competitive position
and believes that the prevailing economic climate continues to provide
attractive opportunities to enhance margins, facilitate consolidation
in proven markets and extend the Group’s geographical reach.
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SIX YEAR REVIEW for the year ended 29 February 2012

In US Dollars ($000’s)
Revenue
Existing operations
Acquisitions
Operating profit before finance
costs, depreciation and amortisation
(“EBITDA”)
Operating profit before goodwill and
intangible adjustment/impairment
Westcon
Logicalis
Consulting Services*
Corporate and other holdings
Head office foreign exchange
gain/(loss)
Profit before taxation
Profit after taxation
Attributable profit
Headline profit
Capital distribution to shareholders
Non-current assets
Current assets
Equity attributable to equity holders
of the parent
Non-controlling interest
Non-current liabilities***
Current liabilities***
Net cash inflow/(outflow) from
operating activities
Net cash outflow from investing
activities
Net cash (outflow)/inflow from
financing activities
Cash net of short-term borrowings
Cash net of short- and long-term
borrowings
In US cents
Headline earnings per share
Underlying earnings per share
Basic earnings per share
Net asset value per share
Net tangible asset value per share^

2012

2011

2010

2009

2008

2007

5 033 394
4 940 164
93 230

4 302 972
4 293 955
9 017

3 738 026
3 698 134
39 892

4 191 671
3 980 830
210 841

4 007 932
3 623 024
384 908

3 167 772
3 075 344
92 428

190 191

142 181

108 536

125 648

150 695

119 356

150 644
120 360
42 609
3 331
(17 502)

104 976
91 277
31 340
(764)
(15 886)

75 966
66 040
25 203
790
(11 555)

91 186
53 317
39 313
5 352
(8 951)

123 890
92 696
26 141
6 239
(7 745)

100 284
76 860
18 783
5 752
(10 272)

1 846
137 971
89 069
80 846
80 188
(36 383)
574 970
1 823 437

(991)
78 178
45 940
41 893
44 020
(21 713)
515 590
1 481 342

(4 512)
54 104
31 639
29 974
29 978
(21 982)
459 963
1 442 081

2 155
85 512
60 019
58 696
63 258
(20 485)
429 998
1 246 001

6 559
108 282
80 036
75 654
75 910
(16 775)
421 074
1 463 245

9 161
89 433
62 152
60 049
61 226
(6 589)
242 096
1 149 138

823 369
56 059
66 083
1 452 896

727 702
42 677
91 102
1 135 451

667 879
50 900
68 194
1 115 071

575 863
46 536
102 547
951 053

654 707
23 576
99 317
1 106 719

537 744
14 852
65 518
773 120

32 942

(100 897)

196 079

151 670

32 298

(3 626)

(55 476)

(46 000)

(53 454)

(63 834)

(208 384)

(60 334)

(64 067)
1 813

(15 036)
83 219

(13 391)
239 834

(4 754)
95 061

53 799
34 179

24 896
141 392

(20 454)

48 120

185 998

36 220

(31 936)

98 014

46
47
45
387
177

41
39
40
346
219

43
48
43
439
197^

24
38
23
392
178^

17
30
17
366
158^

36
33
34
328
123^

Notes:
*** Adjusted to reclassify as current liabilities the current portion of the liability for share-based payments, previously included in non-current
liabilities.
^ Restated from previous disclosures to ensure consistency over the six year period.

8 Datatec Annual Report 2012

Introduction

p1 – p15

Integrated report

p16 – p94

Annual financial statements

p95 – p175

Shareholder information

Summary of statistics
Ratios
Return on capital employed**
Return on average shareholders’
equity**
Debt/equity ratio**
Current ratio
EBITDA margin
Operating profit margin
Interest cover**
Percentage change in SA
Consumer Price Index
Stock exchange performance (R)
Total number of shares traded (’000)
Total number of shares traded as a
percentage of total shares^
Total value of shares traded (R million)^
Prices (RSA cents)
Closing
High
Low
Market capitalisation (R million)
P:E ratio (underlying earnings)
Shares issued
Issued (million)
Weighted average (million)
Employees
Number of employees at end of year
Average number of employees
Operating profit per average
employee ($’000)
Gross assets per employee ($’000)
Exchange rates
Rand/$ statement of comprehensive
income translation rate
Rand/$ statement of financial position

p176 – p187

2012

2011

2010

2009

2008

2007

17,6%

13,3%

10,4%

12,7%

18,6%

18,2%

11,5%
0,02:1
1,3:1
3,8%
3,0%
8,7

10,0%
0,07:1
1,3:1
3,3%
2,4%
8,8

8,6%
0,06:1
1,3:1
2,9%
2,0%
8,1

9,4%
0,13:1
1,3:1
3,0%
2,2%^
5,5

13,2%
0,09:1
1,3:1
3,8%
3,1%
5,6

11,9%
0,08:1
1,5:1
3,8%
3,2%
6,2

6,1

3,7

5,7

8,6

6,1

4,6

60 176

104 059

113 195

121 672

154 763

94 326

32,4%
2 337

56,6%
3 494

64,2%
2 422

69,8%
2 696

93,2%
5 626

60,7%
2 725

4 500
4 510
3 252
8 448
13

3 576
3 848
2 720
6 637
13

3 074
3 295
1 042
5 604
13

1 230
3 250
1 220
2 159
4

3 200
4 495
2 500
5 415
10

3 360
3 675
2 125
5 218
12

188
186

186
184

182
177

176
174

169
166

155
150

5 611
5 224

4 836
4 481

4 126
4 116

4 105
3 935+

3 765
3 425

3 084
2 762+

29
427

23
413

18
461

23^
408

36
500

36+
451

7,3
7,5

7,2
7,0

7,9
7,6

8,7
10,1

7,1
7,7

7,0
7,2

Notes
* 2012, 2011, 2010, 2009 includes the results of Analysys Mason and Intact.
** The formula for this ratio has been changed in the current financial year and applied retrospectively to all comparative periods.
^ Restated from previous disclosures to ensure consistency over the six year period.
+ Recalculated relative to FY 11 annual report.
– Net tangible asset value per share is calculated using net asset value exclusive of intangible assets, goodwill and capitalised development
costs and the number of shares in issue at the end of the financial period.
– Return on capital employed is calculated using operating profit before intangible and goodwill adjustment/impairment and the average of
opening and closing capital employed. Capital employed is calculated using total shareholder funds plus all long-term liabilities including
amounts due to vendors of a long-term nature but excluding deferred tax liabilities and liability for share-based payments.
– Return on average shareholders’ equity is calculated using underlying earnings † and the average of opening and closing equity
attributable to the equity holders of the parent.
– Debt, for the purposes of the debt/equity ratio, includes all long-term liabilities including amounts due to vendors of a long-term nature
but excludes deferred tax liabilities and liability for share-based payments.
– Ratios referring to operating profit use operating profit before goodwill and intangible adjustment/impairment.
– Interest cover is calculated using EBITDA over finance cost.
– The SA consumer price index is sourced from The Standard Bank of South Africa Limited.
– Detailed segmental information is set out in note 31 of the annual financial statements on pages 152 to 155.
† Underlying earnings exclude goodwill and intangibles impairment, amortisation of acquired intangible assets, acquisition-related
adjustments, 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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CHAIRMAN’S STATEMENT

Chairman: Stephen Davidson

I am delighted to report on another successful year for the Group. Our unrelenting
focus on operational performance has meant that once again we have been able to
substantially increase revenues and expand margins, resulting in the bottom line
growing at twice the rate of revenues.

Overview

Revenue % by geography

Datatec delivered a very strong
performance during the 2012 financial

13%

8%

34%

12%

QNorth America
Q Europe
Q Asia-Pacific
Q AIME
Q South America

year. Revenues exceeded $5 billion
for the first time, growing 17%.
Underlying EPS and EBITDA also
reached new highs, growing at 26%
and 34%, respectively. These results
are despite the impact of a clear

33%

economic slowdown in the second
half of the year, with conditions
challenging in Europe (especially in
the UK) and fairly erratic growth in the

Gross profit contribution
% by geography
21%
30%

7%

12%

US. Against this backdrop, we are
QNorth America
Q Europe
Q Asia-Pacific
Q AIME
Q South America

very encouraged by the Group’s
performance, which over the last few
years has become increasingly
predictable, demonstrating defensive
attributes in difficult economic
circumstances.

30%
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Datatec’s business diversification

North America remains the Group’s

Datatec continues to

and growing exposure to developing

largest market, and while trading

pursue its long-term

markets continues to be an asset,

there remained challenging during the

strategy to deliver

with a very strong performance in the

year, it continues to show signs of

Group’s operations in the rest of the

recovery. Trading conditions in Europe

world (particularly South America)

were subdued, with no real growth,

balancing the weaker trading in

but this is in line with expectations

shareholders, by focusing

Europe. Fundamentally the

given the ongoing economic turmoil in

on a combination of

developing countries of Asia and the

the Eurozone. The UK, in particular,

organic growth in the

mainly southern hemisphere nations

remained difficult, impacted by the

faster-growing sectors

are doing much better than the

weak economic environment.

of the ICT market,

developed world, driven by
demographics, population growth

South America, Asia-Pacific and the

and natural resource availability.

Middle East remain the Group’s
strongest-performing markets, with

p176 – p187

sustainable aboveaverage returns to

geographic expansion
and earnings-enhancing
acquisitions.

Just six years ago almost 90% of

operations in South America enjoying

the Group’s revenue and profits

an exceptional performance, largely

implemented in the prior year and

were derived from North America

driven by the economic growth of

better operational execution.

(principally the US) and Europe.

Brazil, which once again performed

Today, the geographies outside the

exceptionally well.

Looking ahead, we see our industry
continuing to benefit from advances

US and Europe now represent
one-third of Datatec’s revenues and

Trading and profitability continued to

in computing that require continuous

people, and contribute 40% of the

improve in all of the Group’s divisions,

networked communications and

Group’s gross profits. This clearly

driven by robust top-line growth in

remain cautiously optimistic about the

highlights the importance and lasting

both Westcon and Logicalis (up

longer term despite the ongoing risk

value of Datatec’s decision to diversify

17% and 18% respectively) and an

posed by Europe.

its operations internationally over the

improving business mix. Westcon

last six years.

benefited from its investment in

Strategic focus

higher-margin products such as

Datatec continues to pursue its

During the last financial year we

network security and Logicalis

long-term strategy to deliver

added Indonesia as a promising

enjoyed strong growth in its annuity

sustainable above-average returns

new market, with both Westcon

revenues business. The financial

to shareholders, by focusing on a

and Logicalis opening joint-venture

performance of Consulting Services

combination of organic growth in the

businesses in what is South East

also continued to improve, largely as

faster-growing sectors of the ICT

Asia’s most populous country,

a result of some of the changes

market, geographic expansion and

and one of the region’s fastest-

p95 – p175

earnings-enhancing acquisitions.

growing markets.
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CHAIRMAN’S STATEMENT

CONTINUED

The Group is now in a strong market

cents (approximately 7 US cents) per

In the interests of further developing

position having successfully pursued

share on 28 November 2011.

its good corporate governance

a policy of diversification. This has

practice, the Board has adopted a

reduced dependency on any single

Following our strong performance for

policy of three-year terms of office for

market, territory or technology sector,

the full year, I am pleased to report

the chairs of its Board committees

as well as improving supplier and

that the Board has decided to

and for the Chairman of the Board.

customer diversification and reducing

distribute to shareholders a final

The committee chairs will serve for no

the impact of market cyclicality.

capital reduction in lieu of a dividend

more than two consecutive three-year

out of share premium (a reduction of

terms of office and the Chairman of

Predictability of the Group’s financial

contributed tax capital) of 75 RSA

the Board will serve for no more than

performance remains key and this

cents per share (approximately

three such terms consecutively.

is largely a function of scale and

9 US cents per share), making a total

business diversity. During the year,

capital distribution to shareholders

Shareholders

the Group has primarily focused on

for the financial year ended

I would like to welcome all new

improving operational performance,

29 February 2012 of 131 RSA cents

shareholders to the Group. We

while pursuing a number of

(approximately 16 US cents) per

now have 6 862 shareholders (at

acquisition opportunities to enhance

share. This represents a 23% increase

29 February 2012) all over the world

margins, extend the Group’s

on the previous year.

who are participating in Datatec’s
growth story. Our largest shareholders

geographical reach or to strengthen
its position in existing markets.

The Group’s policy of paying an

are South African investment

annual dividend/capital distribution,

management companies: Old Mutual;

The Group will continue to seek to

which will provide cover of at least

the Government Employees Pension

improve its competitive position

three times relative to underlying

Fund (PIC); and several investment

and believes that the prevailing

earnings, remains unchanged.

funds of Allan Gray. Datatec shares
are listed on the JSE Limited and on

economic climate continues to
provide attractive opportunities to

Corporate governance

the Alternative Investment Market of

facilitate consolidation in proven

As explained in the Integrated Report,

the London Stock Exchange.

markets and extend the Group’s

Datatec and its directors are fully

geographical footprint.

committed to good corporate

Board and appreciation

governance and to the principles of

On 18 January 2012, the Group

Capital distribution

openness, integrity and accountability

announced that Ivan Dittrich, CFO,

During the financial year ended

in dealing with shareholders and all

had accepted the position of Chief

29 February 2012, the Group’s

other stakeholders.

Financial Officer of Vodacom and

dividend/capital distribution policy

will leave Datatec in June. He has

was amended from making a single

We endorse the King III Code. In

been replaced by Rob Evans who

annual payment to making both an

addition, we have adopted the

was appointed to the Board on

interim and final distribution.

principles of corporate governance

1 May 2012 and became Chief

contained in the Corporate

Financial Officer with effect from

The Group paid an interim capital

Governance Code issued in June

1 June 2012.

distribution to shareholders of 56 RSA

2010 by the UK Financial Reporting
Council (the “UK Code”).
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On behalf of the Board and the

to be the main drivers for growth in

Despite difficult macro-

Group, I would like to thank Ivan for

our industry. Although risks remain

economic conditions in

his hard work and diligence over the

in Europe, the Board expects a

some of the markets in

last 13 years. He has made a very

recovery in the US and continued

valuable contribution to the Group,

strength in the rest of the world to

particularly since his appointment as

support global growth.

p95 – p175
p176 – p187

which the Group operates,
companies’ balance
sheets generally remain

CFO in 2008, and we wish him well in
his new role. I would also like to

Based on current trading conditions

strong and technology

welcome Rob to the Board. He has

and prevailing exchange rates, the

spending continues to be

very strong strategic and operational

Board expects revenues for the 2013

healthy. The Group is also

credentials having worked extensively

financial year of between $5,5 billion

well positioned in key

around the world and held a wide

and $5,8 billion. The Board expects

range of financial, operational and

underlying* earnings per share to be

M&A roles both within Datatec and

approximately 55 US cents and both

other organisations internationally.

earnings per share** and headline

communications and data

earnings per share** to be

centre infrastructure which

I would also like to express our

approximately 50 US cents.

continue to be the main

sincere appreciation to all Datatec

Profit after tax** is expected to be

drivers for growth in

employees around the world for their

approximately $104 million. The

our industry.

splendid efforts throughout the year.

financial information on which this

Finally, I would like to extend a special

forecast is based has not been

thank you to all our customers,

reviewed and reported on by

partners and stakeholders; we value

Datatec’s external auditors.

technology areas of
security, unified

your continued support.

Prospects
Despite difficult macroeconomic
conditions in some of the markets
in which the Group operates,
companies’ balance sheets generally

Stephen Davidson
Chairman

remain strong and technology
spending continues to be healthy.
The Group is also well positioned
in key technology areas of security,
unified communications and data
centre infrastructure which continue

* Excluding goodwill and intangibles impairment, amortisation of acquired intangible assets, acquisition-related adjustments, 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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BOARD OF DIRECTORS
1. Jens Montanana
Chief Executive Officer
Age: 51 (British)
Date of appointment:
6 October 1994

1

2

3

4

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

5

7
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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.
2. Rob Evans
Incoming Chief Financial Officer
Age: 46 (British)
Date of appointment: 1 May 2012
Rob has held a wide range of
financial, operational and M&A roles
both within Datatec and other
organisations internationally. Between
1996 and 2000, Rob was Datatec’s
UK Finance Director and then Group
M&A Director, during which time he
worked on more than 20 acquisitions
around the world. He rejoined the
Group in 2008, initially as an
integration and transformation
executive with oversight for the
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Group’s emerging markets operations
in Africa, India and the Middle East
(“AIME”). He then became Chief
Operating Officer of Westcon AIME.
Since 2010 he has been Head of the
Consulting Services division, is on
several of the Group’s subsidiary
boards and is Chairman of Analysys
Mason. Rob has previously held
senior positions with divisions of other
listed groups including Proudfoot and
Data Translation. He began his career
qualifying as a chartered accountant
with KPMG, where he worked in both
London and Melbourne.
3. Stephen Davidson
Independent non-executive
chairman
Age: 56 (British)
Date of appointment:
1 February 2007
Stephen Davidson is Chairman of
Datatec Limited and Mecom Group
plc. He is also a non-executive
director of Inmarsat plc, EBT Mobile
China plc and Weare2020 plc.
4. Chris Seabrooke
Independent non-executive director
Age: 59 (South African)
Date of appointment:
6 October 1994
Chris has over the years been a
director of over 20 stock exchangelisted companies. He is currently CEO
of Sabvest Limited, Chairman of
Metrofile Holdings Limited and
Transaction Capital Limited, Deputy
Chairman of Massmart Holdings
Limited and a director of Chrometco
Limited (all JSE listed). He is also a
director of Net1 UEPS Technologies
Inc. (Nasdaq/JSE), and Brait S.E.
(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.

5. John McCartney
Independent non-executive director
Age: 59 (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 non-executive chairman of
Westcon Group and a member of
Westcon’s Financial Reporting and
Compliance Committee.
6. Professor Wiseman Nkuhlu
Independent non-executive director
Age: 68 (South African)
Date of appointment:
1 September 2006
Prof Wiseman Nkuhlu is Chancellor of
the University of Pretoria, Chairman of
NM Rothschild & Sons (SA), director
of the Ethics Institute of South Africa
and 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
was President of the International
Organisation of Employers based in
Geneva from June 2008 to June 2011.
He served as economic adviser of the
President of the Republic of South
Africa, TM 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 the NEPAD policy
framework and in promoting the
programme both in Africa and
internationally.
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7. Nick Temple
Independent non-executive director
Age: 64 (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.
8. Olufunke “Funke” Ighodaro
Independent non-executive director
Age: 49 (Nigerian/British)
Date of appointment:
1 September 2010
Funke is currently the Chief Financial
Officer of Tiger Brands Limited. She
has a BSc (Honours) from Salford
University, Fellow of the Institute of
Chartered Accountants in England
and Wales.
9. Ivan Dittrich
Outgoing Chief Financial Officer
Age: 39 (South African)
Date of appointment: 1 March 2008
Date of resignation: 1 June 2012
Ivan has been with Datatec for the
past 13 years and was appointed as
Chief Financial Officer on 1 May 2008.
Ivan has given notice that he will
leave Datatec in order to take up an
appointment as CFO of Vodacom. He
resigned from the Board of Datatec
on 1 June 2012.
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INTEGRATED REPORT

Chief Executive Officer: Jens Montanana

Datatec delivered a very strong performance during the 2012 financial year and was
successful in achieving significant growth against its key performance indicators.

Datatec is pleased to present its
Integrated Report to stakeholders.

Gross profit contribution
% by geography
19%

QDistribution
Q ICT Solutions
Q Services
24%

US$400 million
US$170 million
US$135 million

57%

Revenue % by geography
8%

QDistribution
Q ICT Solutions
Q Services

18%

74%

16 Datatec Annual Report 2012

US$3,719 million
US$919 million
US$395 million

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 16 to 94.
The Group’s annual financial
statements for the year ended
29 February 2012, set out on
pages 95 to 175, are prepared in
accordance with International
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Financial Reporting Standards,
(“IFRS”), of the International
Accounting Standards Board,
Interpretations issued by the IFRS
Interpretations Committee, the JSE
Listings Requirements, AIM Rules, the
Companies Act of South Africa, as
well as the AC 500 Standards as
issued by the Accounting Practices
Board 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 2012 Annual Report
when it is dispatched to shareholders
and posted on the Group’s website.

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

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.
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 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, fastgrowing sectors of the ICT market.

2012 results
Datatec delivered a very strong
performance during the 2012 financial
year and was successful in achieving
significant growth against its key
performance indicators.

p95 – p175
p176 – p187

Underlying earnings per share rose
26% to 47,9 US cents per share
(2011: 37,9 US cents)
Q EBITDA increased to
$190,2 million, up 34% (2011:
$142,2 million)
Q Datatec’s share price (30-day
volume weighted average)
increased 23% to
ZAR43,43 (2011: ZAR35,38).
Q

Datatec generated revenues of
$5,03 billion, up 17% (2011:
$4,30 billion), and organic growth was
14%. Overall gross margins expanded
slightly to 14,0% (2011: 13,9%).
The Group continues to benefit
strongly from operational leverage,
with EBITDA increasing at twice the
rate of revenues ($190,2 million, up
34% (2011: $142,2 million)). Of the
$5,03 billion revenues, some
74% came from Distribution
(Westcon); 18% from ICT hardware
and software solutions (Logicalis) and
8% was attributable to revenues
derived from Services (Logicalis and
Consulting Services).
Trading and profitability continued to
improve in all of the Group’s divisions,
driven by robust top-line growth in
both Westcon and Logicalis and an
improving business mix.

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.
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OPERATING ENVIRONMENT
Datatec’s three divisions give the

centrally. The Group’s risk

instruments to hedge these risk

Group exposure to three separate

management policies and procedures

exposures. While the Group utilises

parts of the ICT supply chain

are summarised on pages 74 to 77.

derivative financial instruments where

(particularly in the networking,

appropriate, the Board cannot predict

information security and convergence

The risk management process has

the effect of exchange rate fluctuations

technology areas) and enable it to

identified certain key risks faced by

upon future operating results and there

supply market-leading hardware and

the Group, some of which are

can be no assurance that exchange

software brands to its customers.

summarised below. The risks

rate fluctuations will not have a

identified below do not necessarily

material adverse effect on its business,

Each of Datatec Group’s three

comprise all those affecting the Group

operating results or financial condition.

operating divisions has a truly global

and the risks listed are not set out

reach, which means the Group is able

in any particular order of priority.

Dependence on key vendors

to develop opportunities across

Additional risks and uncertainties not

The Group is particularly dependent

multiple geographies, which mitigates

presently known to the Group or the

on certain vendors, particularly Cisco,

the risk of exposure to any single

directors, or risks that the Group

whose product sales accounted for

country or region.

or the directors currently deem

approximately 48% of the Group’s

immaterial, may also adversely affect

revenue in 2012. If any one of the

the Group’s business or operations.

Group’s principal vendors terminates,

Datatec therefore operates widely
within the global ICT market, with a

fails to renew or materially adversely

well-diversified risk profile and the

Key risks

changes its agreement or

opportunity to provide sustainable

Macroeconomic environment

arrangements with the Group, it could

long-term benefits to all of its

The Group is exposed to the world’s

materially reduce the Group’s revenue

stakeholder groups (shareholders,

developed and developing markets.

and operating profit and thereby

employees, customers and suppliers)

If conditions worsen, the Group’s

seriously harm the Group’s

as well as the communities in which

operations and reported results will

business, financial condition and

it works.

be impacted. Encouragingly, the

results of operations.

Group has seen an improvement in
Datatec’s performance over the last

business conditions in most of the

Working capital

five years indicates that the Group’s

markets in which the Group operates.

The Group’s business is working

overall strategy of supporting

The Board believes that the Group’s

capital intensive; this is particularly

decentralised, standalone business

divisional structure, multiple lines

relevant for Westcon. Westcon’s

units is successfully mitigating the

of business and geographic

working capital needs are utilised

business risks that it faces. Our

diversification will enable it to deliver

to finance accounts receivable and

managers are held accountable for

a relatively resilient performance.

inventories. Westcon largely relies on

the performance of their business

revolving credit and vendor inventory

units, which includes understanding

Financial risk related to financial

purchase financing for its working

and responding to the financial and

instruments

capital needs. Typically, Westcon

operational risks they face.

These risks include market risk

carries inventory quantities which

(foreign exchange risk and interest

are sufficient to enable it to promptly

The Board, however, recognises that

rate risk), credit risk, liquidity risk and

meet anticipated customer demand.

some elements of risk management

cash flow interest rate risk. The Group

Westcon maintains inventory levels

can be achieved only on an integrated

seeks to minimise the effects of these

based on its projections of future

basis and, as such, are controlled

risks by using derivative financial

demand and market conditions.
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Any sudden decline in demand or

decrease the value attributed to the

Certain of its key employees have

technological change could cause

acquired business or realign the

relationships with principal vendors

it to have excess or obsolete

Group’s structure.

inventories. If actual market

p95 – p175
p176 – p187

and customers which are particularly
important to the business of the

conditions are more favourable than

Payment discounts, product

Group. The executive directors, senior

forecasts, additional inventory

rebates and allowances

management team and key technical

reserves may be required. While

The Group receives significant

personnel would be very difficult to

Westcon takes steps to mitigate this

benefits from purchase and prompt

replace and the loss of any of these

risk by including protective provisions

payment discounts, product rebates,

key employees could harm the

in its purchase agreements with

allowances and other programmes

business and prospects of the Group.

vendors, there can be no assurance

from vendors based on various

that such risks will be obviated.

factors. A decrease in purchases

Other risks

and/or sales of a particular vendor’s

Other risks faced by the Group

Management of future growth and

products could negatively affect the

include:

acquisition risk

amount of volume rebates the Group

Q

The Group’s planned growth strategy

receives from such vendor. Because

will continue to place additional
demand on management, customer

Impairment of business by
restrictive covenants

some purchase discounts, product

Q

Intellectual property protection

rebates and allowances from vendors

Q

Intense competition

support, administrative and

are based on percentage increases in

Q

Dependence on relationships with

technological resources. If the Group

purchases and/or sales of products,

is unable to manage its growth
effectively, its business operations or
financial conditions may deteriorate.

growth in volume required for larger

To date, the business of the Group

discounts due to the current size of

has grown through acquisitions and

its revenue base. In addition, vendors

through organic growth. The Group

may exclude the Group from time to

Q

Reduction in demand

will continue to consider further

time from participation in some of

Q

Pressure on gross margins

acquisition opportunities. If the Group

their programmes.

Q

Failure of supply arrangements

Q

Dependence on key information

third parties

it may become more difficult for the

Q

Reduction in future profitability

Group to achieve the percentage

Q

Managing and controlling

is unable to successfully integrate an
acquired company or business, such

Dependence on key personnel

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

employment of its executive directors,

does not accord with the Group’s

senior management and key sales,

expectations, the Group may have to

technical and marketing personnel.

widespread international activities
Q

Restrictions on access to capital
in future

systems

The Group’s future success depends

Q

Significant exposure to credit risk

largely upon the continued

Q

System changes leading to
business interruption
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Sustainability

“greener” in their use of IT. Some

from the desktop to central

The Board acknowledges its

examples include:

servers. The typical thin client

responsibility to consider the impact

Q

Server virtualisation – the average

desktop terminal uses only 10%

of the Company’s operations on the

Intel server only uses 5% to 15% of

community and the environment in its

its capacity (UNIX 15% to 20%)

decision making and is committed

and the rest of its capacity is

conferencing – have huge potential

to the principles of sustainability in

available for use with no increase in

to reduce the time executives

achieving Datatec’s strategy to deliver

power usage, floor space or

spend travelling, increasing their

long-term, sustainable, above-

cooling capacity. Consolidating the

efficiency and reducing the cost

average returns to shareholders.

use of servers (processors), known

and environmental impact of road

Sustainability encompasses social

as “virtualisation”, allows much

and air travel for businesses.

and environmental responsibility as

better utilisation of their processing

well as corporate governance and

capacity and also enables a single

Datatec welcomes the opportunity to

ethics and the principles of

operator to control more servers.

assist its customers in enhancing the

of the energy of the equivalent PC.
Q

Unified communications and video

Storage virtualisation – the amount

sustainability of their IT networks and

way in which Datatec interacts with

of data being stored digitally is

systems through improved efficiency.

all its stakeholders: investors,

growing at a staggering rate of

customers, suppliers, employees and

45% per year. The under-utilisation

Datatec strives to minimise its own

the wider community. Furthermore,

of server processing capacity

emissions of carbon dioxide by

the concept of sustainability applies

noted above applies equally to

applying the principles of green IT

beyond Datatec’s immediate

servers used for storage and

in its own business as part of its

stakeholders to care for the

virtualisation in storage offers

environmental policy. See page 61

environment and to support the

scope for greatly increased

for further details.

sustainable development of

efficiency.

sustainability are fundamental to the

Q

Information lifecycle management

Furthermore, it recognises the

– will lead to a reduction

important role of IT in assisting

Environmental sustainability in the

improving the control of the huge

sustainable development of the

ICT industry

amounts of information being

world’s disadvantaged communities

The growth in the use of information

stored; reducing duplication of

through the work of the Datatec

technology in business and in the

data and deleting obsolete data

Educational and Technology Trust

home over recent years has driven

through appropriate management

described on pages 54 to 58.

the technology sector’s usage of

will lead to reduction in the

communities across the world.

Q

“information landfill” noted above.

The Group’s strategy

Desktop power management

Organic growth in the higher value,

global total. All participants in the

and thin client technology – it is

faster-growing ICT sectors

ICT industry have a responsibility to

estimated that there are 1,2 billion

In the context of the environment in

tackle this energy use by maximising

active personal computers (“PCs”)

which the Group operates, the Board

utilisation and efficiency of IT systems

across the globe, all using

has determined to pursue Datatec’s

and networks.

electricity and contributing an

long-term strategy of delivering

estimated 60% of the ambient

sustainable above-average returns

Improving efficiency of IT systems is

temperature in offices which then

to shareholders by focusing on

often referred to as “green IT” and

require more energy to cool.

the following strategic objectives:

there are a number of ways in which

Thin client technology means

The Group focuses on the more rapidly

Datatec subsidiaries are helping their

transferring processing power

developing areas of the ICT market

clients to become more efficient, or

which is the energy-intensive part

where it has the capacity to deliver

energy and generation of carbon
dioxide to a significant part of the
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higher-value products, solutions and

plans, so that acquisitions can be

selected the following KPIs which

services to its customers. These areas

swiftly and successfully integrated

it believes most closely reflect

include: advanced networking;

into the Group.

the successful delivery against

information security; efficient storage
The Board has ensured that the

communications; cloud computing and

Group has the appropriate

data centre services. The central team

organisational profile to deliver on the

earnings are the ultimate measure

supports the activities of the divisions

strategy set out above. Each of the

of the business’s profitability and

in strategy, finance and acquisitions

Group’s three divisions, Westcon,

monitoring the earnings on a per

and, through the use of the holding

Logicalis and Consulting Services,

share basis ensures that any share

company’s shares, provides added

has its own operational board of

capital increases are aligned with

financial capacity for acquisitive growth.

directors responsible for operating

the overall strategy. The metric of

the businesses and growing them

underlying earnings per share has

Targeted geographical expansion

organically and by acquisition. This

been chosen to eliminate the

By careful expansion into new

allows the divisions a high degree of

fluctuating effect of accounting

geographies, particularly in emerging

autonomy to respond flexibly to the

adjustments on the earnings

markets, the Group gains exposure to

demands of their individual markets.

figure as explained in the definition

higher-margin markets and mitigates

Datatec retains overall control
through its corporate governance

Q

Underlying earnings per share –

on page 3.
Q

EBITDA – earnings before interest,

structures, which extend throughout

tax, depreciation and amortisation

Investment in higher-margin

the Group and through its central

is an important KPI because it

products and services

finance, risk management and

reflects the true operating

The Group focuses on fast-

corporate finance functions. The

performance of the Group. This

developing hardware and software

Board of Datatec provides overall

KPI is based on the absolute

sectors, including security and

strategic guidance and oversight,

figure, rather than a per share

convergence, where margins are

and tests and monitors the

amount, to balance the view given

higher and where value-added

individual divisions’ strategies

services are sought by customers.

p176 – p187

the strategy:

convergence technology; unified

the risk of exposure to any one region.

p95 – p175

and achievements.

by the other two KPIs.
Q

Share price – the Company’s share
price is an independent measure of

The consulting division, though a
small part of the Group, is the

Key performance indicators (“KPIs”)

the value of the business set by

highest-margin business.

The KPIs selected by the Board to

trading on the JSE and on the

monitor progress of the Group against

Alternative Investment Market in

the key strategic objectives described

London. The Company’s shares

The Group’s strategy is to add

above are:

are listed on both markets.

acquisitions to grow the business,

Q

Organic revenue growth;

Although the share price is affected

both in emerging markets and to

Q

Proportion of revenues from

by market trends over which the

enhance and balance the portfolio

emerging and developing markets

Company has no control, the

of products and services offered in

(defined as regions outside Europe

Board considers the share price

existing established operations.

and North America);

to be the key external metric

Gross margin (%).

reflecting investors’ view of the

Earnings-enhancing acquisitions

Datatec’s central corporate finance

Q

Group’s performance.

department manages the acquisition
process across all the Group’s

To monitor progress towards achieving

divisions, working with the appropriate

the overall long-term strategic goal of

operational management on due

delivering sustainable above-average

diligence work and implementation

returns to shareholders, the Board has

Details of the Group’s strategic
objectives are given on page 5
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In addition to the above, the Board

development is an important aspect

The Mineworkers’

and the divisional boards monitor

of the Group’s sustainability.

Investment Corporation

many other performance metrics of

(“MIC”), Datatec’s BEE

their businesses, including gross

Around the globe, the Group is an

margins, operating margins, working

equal opportunities employer. The

partner, has a 26%

capital metrics, cash generation

Group strives to afford all staff

shareholding in Westcon

and non-financial or sustainability-

members opportunities to realise

SA with an option to

related metrics, to ensure that a

their full potential and advance their

holistic view of the businesses is

careers. The Group is committed to

increase this to 40%.

taken into consideration in all

a working environment that is free

business decision making.

from any discrimination and seeks to

disadvantaged individuals (“PDIs”)

develop skills and talent inherent in

who manage, own and control the

its workforce.

country’s economy, and decrease

In developing the non-financial

racially based income inequalities.

metrics referred to above, and
determining which metrics should be

The Group is open to new

The three core elements of BEE

reported on annually in the Integrated

partnerships that will increase

are direct empowerment through

Report, in future the Board intends to

shareholder value and is committed

ownership and control of enterprises

include sustainability matters in the

to ploughing back skills and

and assets, human resource

stakeholder consultation processes

resources into the South African

development and employment equity,

outlined earlier in this report. While

community and into the local

and indirect empowerment through

this Integrated Report includes

communities around the world in

preferential procurement policies

descriptions of the environmental,

which Group companies operate.

aimed at ensuring black people
benefit from government tenders.

employee and social aspects of the
Group operations, often referred to

All the Group’s South African

The South African government uses a

under the heading “sustainability”, the

operations under the ownership of

“scorecard” to measure BEE progress

Group does not currently report on

Westcon SA (Pty) Limited (“WSA”)

according to a number of elements,

any specific measurable metrics such

have committed themselves to a

including the three core elements

as those itemised in the Global

transformation process designed to

listed above by both enterprises and

Reporting Initiative (“GRI”) framework.

minimise barriers to employment

sectors of economic activity. South

The stakeholder consultation process,

equity. Significant progress has been

Africa’s BEE strategy is underwritten

which is an important component of

made in achieving the employment

by the Broad-Based Black Economic

the GRI, will determine how the Board

equity plan goals. Since most of our

Empowerment Act, 53 of 2003 (‘‘BEE

proceeds in this area.

business interests exist outside

Act’’), and certain sector-specific

South Africa, employment equity

transformation charters. The BEE Act

plans are established on an individual

provides that state-owned entities

entity basis.

and government departments are

Empowerment and employment
equity

legally obliged to apply BEE legislation

Datatec places a particularly high
value on the abilities and contributions

Black economic empowerment

in evaluating tenders or in granting

made by employees in the

(‘‘BEE’’) is a central part of the South

licences, permits or concessions.

development and achievements of its

African government’s economic

businesses. The Group’s employees

transformation strategy. BEE has a

Several industrial sectors, including

are seen as important stakeholders in

number of components which aim to

the ICT sector (to which the Group

the business and their training and

increase the number of previously

belongs), have their own sector-
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specific transformation charters. The

Emerging market development

Lack of quality teachers, poor

transformation charters, including

Datatec’s strategy involves diversifying

functioning of schools, a backlog in

the ICT Charter, each contain a

its operations into emerging markets

infrastructure, absenteeism from both

scorecard against which industry

around the world. The Board believes

students and teachers and poor

members will be measured on their

that this strategy is an important part

delivery of the curriculum are all

BEE progress. Sector charters are not

of Datatec’s global sustainable

contributing factors to the challenges

legislation and therefore not binding

growth and that communities in the

faced by the South African education

on the industry players. The ICT

developing economies will benefit

system. Education is among the most

Charter scorecard target for

from the sustainability ethos which

basic constitutional rights, yet aside

black/PDI equity ownership is 30%;

Datatec brings to its partnerships in

from unemployment, it remains the

Datatec seeks to meet or better this

these regions.

biggest cause of poverty.

Corporate social investment

Education and unemployment are

The Datatec Educational and

closely linked. Education is critical to

WSA currently enjoys a Level 3 status

Technology Trust

alleviating poverty, as it increases

on the BEE scorecard giving it 110%

As a socially responsible company,

employment opportunities and raises

recognition. Annual BEE audits are

Datatec is cognisant of the scale

levels of earned income.

carried out by a SANAS (South

and complexity of the social and

African National Accreditation System)

environmental problems faced in

Education plays a critical role in

accredited BEE Verification Agency,

South Africa. Datatec’s origins are

generating productive and accelerating

Emex Trust, to confirm the rating.

firmly entrenched in South Africa and

sustained economic growth. South

the Company has always been

Africa needs educated, skilled and

Health and safety

conscious of its responsibilities

literate citizens to contribute to a

A formal health and safety policy has

towards the community and economy

productive and thriving country. The

been approved by the Board and

that fostered its initial growth. Datatec

South African government has

implemented with the environmental

has therefore elected to proactively

identified a severe skills deficiency in

policy referred to above.

contribute to addressing some of

the fields of engineering and sciences,

these issues through its corporate

which correlates directly to the poor

social investment (“CSI”) programme.

pass rates in maths and science.
This prevailing trend is further

and safe workplace. The Group

The education sector in
South Africa

undertakes to comply with health and

Education is the foundation of growth,

large number of South African

safety regulations as set out in the

both personally and within society.

maths and science teachers are

jurisdictions in which the Group

Providing access to quality education

not adequately qualified.

operates around the world. Operating

for all is one of the most pressing

subsidiaries have individual health and

development challenges faced by

The government has therefore

safety policies consistent with best

South Africa.

prioritised mathematics, science and

target for its South African operating
subsidiaries in the medium term.

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

practice in the applicable jurisdiction

compounded by the fact that a

literacy in their plans to address the

and undertake programmes and

No country has ever reduced poverty

education crisis. The growing use of

procedures to mitigate health and

without creating sustained economic

technology in support of curriculum

safety risks. This includes health and

growth, and this cannot be achieved

delivery and access to information has

safety training for employees.

without the provision of quality

also been recognised as a highly

education.

effective tool within our context.
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As a leading ICT business, Datatec

Furthermore, the Company is

social transformation of South Africa.

has aligned its core business to its

contributing to the growth of a larger

The principal ideal of the Trust is to

corporate social investment strategy

pool of potential future employees

nurture South Africa’s MST talent,

by funding interventions that focus on

who have excelled in MST and

with a primary focus on school

maths, science and technology

have aligned their corporate social

level interventions, sustainable

(“MST”). By contributing to the

investment strategy with

infrastructure dedicated to developing

improvement of education in South

government’s efforts.

these skills as well as bursaries.

Africa, Datatec endeavours to make

The Group believes that this

an impact on the challenges in this

The Datatec Educational and

development, at grassroots level,

sector and in turn accelerate the

Technology Trust (“the Trust”) was

provides a platform from which

growth of economically active

established in March 2000 to support

South Africa can build its expertise in

citizens. These citizens are possibly

educational organisations with a

fields such as mathematics, science

future customers that would engage

specific focus on uplifting the

and technology.

the Company’s ICT services.

standard and talent in the fields of

Therefore, by investing in social

MST within previously disadvantaged

transformation in a country that faces

communities. To date the Trust has

massive challenges in education,

made a total grant allocation of

Datatec aims to secure a more

R30 million – thus ensuring the

lucrative and healthy future market.

Group’s ongoing investment in the
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ACTIVITIES AND PERFORMANCE
Datatec delivered a very strong
performance during the 2012 financial
year, with a substantial increase in
revenues (up 17%), further margin
expansion and a 34% increase in
EBITDA. This performance resulted
in underlying earnings per share of
47,9 US cents, up 26% on the prior
year, exceeding the underlying
earnings per share guidance given
at the start of the financial year by
1,9 percentage points.
Datatec’s global reach and
geographic diversity continues to be
a strong asset, helping to mitigate
the continuing challenging market
conditions in the US and Europe,
with a very strong performance in the
Group’s operations in the rest of the
world. Brazil again performed
exceptionally well.
North America remains the Group’s
largest market, and while trading in
that geography remained challenging,
it continues to show signs of recovery.
Trading conditions in Europe were
subdued, with no real growth, but in
line with expectations given the
ongoing economic turmoil in the
Eurozone. The UK in particular
remained difficult, impacted by the
weak economic environment.
South America, Asia-Pacific and the
Middle East remain the Group’s
strongest performing markets, with
operations in South America enjoying
an exceptional performance, largely
driven by the economic success of
Brazil. The geographies outside the
US and Europe now generate 33% of
Datatec’s revenues and 40% of the
Group’s gross profits, which serves to
validate Datatec’s decision to diversify
its operations beyond its
predominantly US and European
origins some years ago.

Datatec generated revenues of
$5,03 billion, up 17% (2011:
$4,30 billion), and organic growth was
14%. Overall gross margins expanded
slightly to 14,0% (2011: 13,9%).
The Group continues to benefit
strongly from operational leverage,
with EBITDA increasing at twice the
rate of revenues ($190,2 million, up
34% (2011: $142,2 million)). Of the
$5,03 billion revenues, some 74%
came from Distribution (Westcon);
18% from ICT hardware and software
solutions (Logicalis) and 8% was
attributable to revenues derived
from Services (Logicalis and
Consulting Services).
Trading and profitability continued to
improve in all of the Group’s divisions,
driven by robust top-line growth in
both Westcon and Logicalis and an
improving business mix. Westcon
benefited from its investment in
higher-margin products such as
network security. Logicalis enjoyed
strong growth in its annuity revenues
business. The financial performance
of Consulting Services continued to
improve, largely as a result of some of
the changes implemented in the prior
year and better operational execution.
This division reported EBITDA of
$4,8 million, up from $0,5 million in
the prior year.
Achievement against key
performance indicators (“KPIs”)
The Group was successful in
achieving significant growth against
its KPIs in the financial year ended
29 February 2012. For the KPIs
relating to strategic objectives the
achievement was as follows:
Q Organic revenue growth was
14% (2011: 12%);
Q The proportion of revenues from
emerging and developing markets
was 33% (2011: 29%);

Q

Gross margins improved to 14,0%
(2011: 13,9%).

The KPIs in use for monitoring the
overall long-term strategic goal of
delivering sustainable above-average
returns to shareholders also showed
excellent performance:
Q Underlying* earnings per share
rose 26% to 47,9 US cents per
share (2011: 37,9 US cents).
Q EBITDA increased to
$190,2 million, up 34% (2011:
$142,2 million).
Q Datatec’s share price (30-day
volume weighted average)
increased 23% to ZAR43,43
(2011: ZAR35,38).

Summary of financial results
The Group’s financial results for the year
ended 29 February 2012 and financial
position at that date are presented in its
consolidated financial statements in
accordance with International Financial
Reporting Standards (“IFRS”).
The Group’s annual financial
statements are on pages
95 to 175.

Group statement of comprehensive
income
Group revenues increased by 17% to
$5,03 billion (2011: $4,30 billion) with
34% of Group revenue generated
from North America (2011: 35%),
33% from Europe (2011: 36%), 12%
from Asia-Pacific (2011: 11%), 13%
from South America (2011: 11%) and
8% from AIME (2011: 7%).
Gross profit increased by 18% to
$704,6 million (2011: $597,6 million),
while operating costs increased at a
lower rate than gross profit by 13% to
$514,4 million (2011: $455,4 million).

* Excluding goodwill and intangibles impairment, amortisation of acquired intangible assets, acquisition-related adjustments, 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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EBITDA increased 34% to
$190,2 million (2011: $142,2 million),
which includes net unrealised foreign
exchange gains of $0,5 million (2011:
$0,4 million losses). Depreciation was
$23,9 million (2011: $21,0 million).
Amortisation of intangible fixed
assets arising from acquisitions was
$15,7 million (2011: $16,2 million).
Operating profit increased by 43% to
$150,6 million (2011: $105,0 million).
The net interest charge increased to
$14,3 million (2011: $10,2 million)
as a result of Westcon’s utilisation
of prompt pay arrangements and
funding of working capital growth.
Profit before tax increased 76,5% to
$138,0 million (2011: $78,2 million),
after fair value movements on
acquisition-related financial
instruments.
The Group’s reported effective tax rate
decreased to 35,4% from 41,2%.
The normalised effective tax rate was
35,1% (2011: 34,7%). The Group’s
effective tax rate is higher than the
South African statutory tax rate of 28%,
primarily due to profits in jurisdictions
with higher effective tax rates, most
notably North and South America. The
higher effective tax rate in the current
year is due to a larger contribution to
profits from these jurisdictions.
The effective tax rate for the financial
year ending 28 February 2013 is
expected to be approximately 33%.
Underlying* earnings per share
increased by 26% to 47,9 US cents
(2011: 37,9 US cents). Headline
earnings per share (“HEPS”)
increased by 80% to 43,1 US cents
(2011: 23,9 US cents). HEPS,
excluding the effect of acquisitionrelated fair value adjustments, is
42,9 US cents (2011: 31,9 US cents),
reflecting an increase of 34%.

26 Datatec Annual Report 2012

CONTINUED

Group cash flows and financial
position
Consistent with the prior year,
Westcon is taking advantage of
vendor supplier prompt pay initiatives,
which are earnings enhancing.
The Group’s operations generated
$102,8 million cash during the period
(2011: cash utilised of $64,0 million).
The Group ended the period with net
debt of $20,5 million (2011: net cash of
$48 million), after deducting long-term
debt of $13,9 million and short-term
debt of $8,4 million included in the
payables and provisions line on the
statement of financial position. The
Group continues to enjoy comfortable
headroom in terms of its working
capital lines.
The Group issued 0,9 million new
shares during the year, with 0,6 million
shares issued as part of acquisition
activities, while 0,3 million shares
were issued to satisfy exercised
share options.
The fair value of companies acquired
during the year was $54,7 million.
As a result goodwill and intangible
assets increased by $48,5 million
and $13,9 million respectively. The
revenue and EBITDA included from
these acquisitions in 2012 was
$93,2 million and $2,5 million
respectively. Had the acquisition
dates been 1 March 2011, revenue
attributable to these acquisitions
would have been approximately
$145,4 million. It is not practical to
establish the EBITDA that would have
been contributed by the acquisitions
in 2012 if they had been included for
the entire year.
The Group paid $24,2 million to
shareholders as a capital distribution
in July 2011 relating to the 2011
financial year. The Group paid its
first interim capital distribution to
shareholders for the 2012 financial

year in November 2011 of
$12,2 million.
The put option liability for Promon
Logicalis Latin America Limited
(“PLLAL”) of $45 million was reversed
to reserves during the first half of the
year pursuant to the cancellation of
the put option.
Losses of $13,8 million (2011:
$32,4 million gains) arising on
translation to presentation currency
are included in comprehensive
income of $77,0 million (2011:
$76,4 million).

Debt levels
The Group’s 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.
The interest cover ratio (EBITDA over
finance costs) at 8,7 times (2011:
8,8 times) reflects the Group’s
extensive borrowing capacity.
Furthermore, Datatec has no
restrictions on its borrowing
powers in terms of its memorandum
of incorporation.
For full details refer to Note 16
and Note 20 of the annual
financial statements.
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Post-retirement benefits

Acquisitions

The Group’s retirement benefit funds
comprise a number of defined
contribution pension schemes
throughout the world.

The following acquisitions were
concluded during the financial year
ended 29 February 2012:

The Group has no liability to fund
these schemes other than the
monthly payment of staff
contributions. The Group has no
liability in terms of post-retirement
medical aid contributions for staff.

Dividend/capital distribution
The Group paid a capital distribution
of 13 US cents per share, being
$24,2 million in total, to shareholders
as a capital distribution out of share
premium in July 2011 relating to the
year ended 28 February 2011. For the
year ended 29 February 2012, the
Group paid an interim capital
distribution of 7 US cents per share,
being $12,2 million in total, in
November 2011 and has announced
that it will pay a final cash distribution
of 9 US cents per share in July 2012,
making a total of 16 US cents per
share for the year ended 29 February
2012 (2011: 13 US cents per share).
The Group’s dividend/capital
distribution policy of paying
dividends/capital distributions which
will provide cover of at least three
times relative to underlying* earnings,
remains unchanged. During the year,
the policy was enhanced by the
Board’s decision to start paying the
dividend/capital distribution twice
a year in the form of an interim
dividend/capital distribution based
on the results for the six months
ending 31 August and a final
dividend/capital distribution based
on the full-year results.

Westcon Group
On 10 August 2011, Westcon
acquired entrada Kommunikations
GmbH (“Entrada”), a German-based,
value-added distributor of IT security
products and provider of sales
support and training services. The
acquisition enhances Westcon’s
German presence and, with Entrada’s
Swiss operations, allows Westcon to
expand into a new geography to
better service its pan-European
customers’ needs. Entrada has
since its founding grown to achieve
annualised revenues of over
€63 million and will now form part
of Westcon’s European Security
operations.
In December 2011, Westcon
acquired 85% of Sentronics
Security Distributors (Pty) Limited
(“Sentronics”), a South African
value-added distributor of IT physical
security and video solutions. The
acquisition continues Westcon South
Africa’s expansion of its solution
portfolio. The addition of Sentronics’
offering enables the division to better
serve the growing demand for
security solutions among its existing
customers. Sentronics has annualised
revenues of $8 million and will now
form part of Westcon’s South Africa’s
Security operations.
Logicalis Group
On 1 April 2011, Logicalis Group
acquired Inca Software Limited
(“Inca”) for a total equity value
consideration of £7,3 million (cash
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of £6,0 million and £1,3 million one
year from acquisition). Inca is the
largest and most successful IBM
Cognos partner in the UK. The
acquisition creates one of the first
UK systems integrators capable of
delivering the full suite of nextgeneration business transformation
tool; and analytics, collaboration and
cloud computing.
On 1 July 2011, Logicalis Group
acquired the business and assets of
Netarx LLC (“Netarx”) for a maximum
consideration of $34 million to be paid
in a combination of cash and deferred
Datatec shares in order to align
management shareholders who will
be assuming key positions in the
Logicalis US organisation. Netarx is
a Cisco Gold partner and provider of
managed services, data centre and
collaborative IT solutions to
customers in the mid-west USA.
Netarx has annualised revenues of
approximately $60 million and more
than 220 employees. The acquisition
brings significant cross-selling
opportunities across Logicalis’
existing customer base and Netarx’s
offering in the Michigan area.
On 31 August 2011, Logicalis Group
and its partner in Latin America,
Promon SA (“Promon”), changed the
ownership ratio of PromonLogicalis
Latin America Limited (“PLLAL”).
Promon purchased an additional
10% of PLLAL from Logicalis for
$15 million in cash, increasing its
share of the business to 40%. As a
result Datatec’s equity ownership of
PLLAL through Logicalis has reduced
to 60%. At the same time Promon
has agreed to cancel its put option on

* Excluding goodwill and intangibles impairment, amortisation of acquired intangible assets, acquisition-related adjustments, 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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its shareholding in PLLAL. As Promon
is a related party to Datatec due to its
existing shareholding in PLLAL, a
written confirmation was obtained
from BDO Corporate Finance (Pty)
Limited (“BDO”), an independent
professional expert acceptable to the
JSE, confirming that the transaction
was fair to Datatec shareholders in
accordance with the Listings
Requirements of the JSE.
Consulting Services division
On 2 October 2011, the Consulting
Services division obtained a
controlling stake in The VIA Group,
Inc. (“VIA”). Up to October the
investment in Via was equity
accounted for in the consolidated
results of the Group. The results of
Via for the last five months of the year
have now been consolidated and is
presented within the Consulting
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Services division, and VIA has
annualised revenues of $4 million.
On 1 September 2011, Datatec
acquired a controlling interest in a
small software development
company, EyeAlike, Inc. when some
loan finance it had previously provided
to the company was converted
to equity.
Comprehensive financial
details of the acquisitions
made during the year can be
found in Note 32 in the
annual financial statements.

Acquisition subsequent to
29 February 2012
On 12 March 2012, Westcon
completed the acquisition of PT
Netpoleon, an Indonesian valueadded distributor of IT security,

networking and convergence
solutions and provider of managed
and training services. Netpoleon
achieved unaudited revenues for the
year ended 31 December 2011 of
$11 million.
On 1 May 2012, Logicalis announced
the acquisition of Corpnet, an
Australian IT solutions provider based
in Brisbane. Corpnet is one of the
leading providers of IT solutions
(including data centre and cloud
managed service solutions) to the
mid-sized and enterprise markets in
Queensland and has annualised
revenues of approximately $20 million.
The acquisition brings complementary
skills and resources which will build
upon Logicalis’ existing data centre
and managed services expertise
in Australia.
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Westcon Group, Inc® is a value-added distributor of
category-leading unified communications, network
infrastructure, data centre and security solutions
with a global network of specialty distributors.
Westcon Group’s teams create unique programmes and provide
exceptional support to accelerate the business of its global partners.
Strong relationships at every level of the organisation enable partners to
receive support tailored to their needs. From global logistics and flexible
customised financing solutions to pre-sales, technical and engineering
assistance, the Company works with partners to respond with agility and
speed to changing market conditions so they can achieve the fastest
time to revenue. Westcon Group’s portfolio of market-leading vendors
includes: Cisco, Juniper Networks, F5 Networks, Brocade, Fujitsu,
Avaya, Polycom, Check Point and Blue Coat.

Westcon accounted for 74% of the Group’s
revenues (2011: 74%) and 64,9% of its EBITDA
(2011: 66,3%).
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WESTCON DIVISIONAL REPORT

John O’Malley (left), Chief Financial Officer
and Dean Douglas (right) Westcon
President and CEO.

Westcon Group is an effective sales
and marketing channel for leading
vendors across a variety of sectors.
The Company 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 and global
procurement and logistics.

EBITDA

Revenue % by geography
6%

Approaching $4 billion in revenues,
Westcon Group is present across six
continents. The Company ships to
170 countries and operates more
than 20 logistics/staging facilities,
with more than 20 000 transacting
customers globally.
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Q Latin/South America
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Revenue % by vendor 2012

Revenue % by vendor 2011

15%

15%

19%

17%

The Company’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 and other vertical
markets around the world. Among the
solutions Westcon Group provides are
the design and configuration of unified
communications, mobility and data
centre networks, as well as network
extensions such as videoconferencing,
network storage, unified messaging
and network security. It also provides
a full range of services to complement
these solutions.

51%

52%

16%

15%

QCisco
Q Convergence
Q Security
Q Other

QCisco
Q Convergence
Q Security
Q Other

Westcon: Operating in the Americas,
Europe, Asia-Pacific, Africa, India and
the Middle East, the business unit
delivers category-leading solutions
from a broad portfolio of industryleading vendors. Westcon has deep
expertise in the following areas and
technologies:
Q Unified communications: Acme
Packet, APC, Audiocodes, Avaya,
Cisco, Jabra, Multi-Tech Systems,
Polycom and Sipera Systems
Q Network infrastructure: Avaya,
Blue Coat, Extreme Networks,
F5 Networks, Juniper Networks
and Radware
Q Data centre: Brocade, Avaya,
Fujitsu and the VCE Corporation
Q Security: ArcSight, Blue Coat
Systems, Check Point, Crossbeam,
F5 Networks, IBM ISS, Juniper
Networks, Palo Alto Networks,
SafeNet and Trend Micro
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Comstor: Operating in the Americas,
Europe, Asia-Pacific, Africa, India and
the Middle East, the business unit is
a Cisco-dedicated value-added
distributor of collaboration,
networking, data centre and security
solutions. Comstor has deep
expertise in the following Cisco
technologies:
Q Collaboration: Cisco Unified
Communications Manager, Cisco
IP Phones, Cisco TelePresence,
and Video & Content Delivery
Solutions
Q Networking: Cisco Routers and
Catalyst Series Switches and Cisco
Wireless Series
Q Data centre: Cisco Unified
Computing System, Cisco Nexus
Data Center Switches and Cisco
MDS Storage and Switches
Q Security: Cisco AnyConnect, Cisco
ASA, Cisco IPS, Cisco VPN and
Cisco IronPort
Q Appliances: Cisco ScanSafe

CONTINUED

Executive team
During the year ended 29 February
2012, Westcon Group made a
number of significant changes to its
senior executive team: John
McCartney, a long-standing member
of the Board, succeeded Company
founder Tom Dolan as Chairman
of the Board. John was formerly
President and Chief Operating Officer
for US Robotics, which he joined in
1984. John also served as President
of 3Com Corporation’s Client Access
Unit. Tom has returned to his previous
role as a member of the Board.
Additionally, the Company introduced
Wilson Ho as Managing Director,
Asia-Pacific, for Westcon Solutions
– the Company’s security-focused
business practice in Asia-Pacific.
Wilson brings a wealth of experience
across Asia, ranging from the capital
markets group at DBS Bank to
management roles at M.Tech.

The year in review

Manufacturer relationships and
operational expansion

During the year, Westcon Group
dedicated significant resources
towards strengthening its
management team and building
global operations. During the year,
the Company also signed new
and expanded current vendor
relationships. In an effort to power
expansion and growth, Westcon
Group refinanced its North American
credit facility in 2011. Validating the
Company’s market expertise in
unified communications, network
infrastructure, data centre and
security, Westcon Group also
received multiple awards from both
vendor partners and the media.

During the year ended 29 February
2012, Westcon Group significantly
expanded its global footprint by
making a number of strategic
acquisitions across the globe,
including:
Q announcing Westcon Solutions, its
security-focused business practice
in Asia-Pacific. The unit further
expands Westcon’s presence in
Hong Kong, Indonesia, Malaysia,
Singapore and Taiwan. The
business is driven by strong
partnerships with local vendors
and partners – specifically those
who cater to high-growth
technology opportunities;
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acquiring entrada Kommunikations
GmBH – the second-largest
value-added distributor of security
products in Germany. With this
acquisition, Westcon Group adds
considerable strength to its
German security practice and
adds the Group’s first-ever
presence in Switzerland; and
Q launching the acquisition of
Sentronics, a value-added
distributor of electronic video and
security equipment in South Africa.
The business operates as a division
of Westcon South Africa and allows
the Company to better serve the
growing video and security solution
needs of customers.
Q

Westcon Group also unveiled
significant office expansions across
the globe, including: Comstor in the
Nordics and Portugal, Westcon in
Spain and new Florida headquarters
in America to serve operations
across the Caribbean and
Central/South America.
Westcon Group also expanded its
portfolio across key technology
areas. New vendors and expanded
relationships include: Brocade (Global),
Arbor Networks (Latin America), Blue
Coat (Finland), Fujitsu (US), NetApp
(India/South Africa/Brazil), BlueCat
Networks (Turkey), VCE Corporation
(Asia-Pacific), Infoblox and Symantec
(Brazil) – as well as adding Tandberg
videoconferencing and ScanSafe
security solutions to its broad
Comstor portfolio.
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Expanded financing
In order to help fund future expansion
and growth, Westcon Group
refinanced its North American credit
facility increasing it to $250 million.
With HSBC Bank USA, NA acting as
administrative agent and joint lead
arranger, the new facility also includes
the right to increase the size of the
facility by up to $50 million.

Partner enablement and
infrastructure expansion
The 2012 financial year also saw
continued momentum for Westcon’s
premier LEAP (Learn, Experience,
Architect and Plan) “Centres of
Excellence”. These popular training
centres provide the necessary
foundation for reseller partners to
test, train, experiment, simulate and
collaborate with a broad range of
leading data centre solutions. This
included the addition of Brocade
IP/Ethernet and SAN networking
portfolios and Avaya Data
Networking. Globally, Westcon
also rolled out new LEAP facilities
in Singapore.

Accolades and recognition
Solidifying its position as a premier
value-added distributor, Westcon
Group received broad-based industry
recognition from both its vendor
partners and the wider industry
throughout the year. Prestigious
awards received during the
year included:
Q Aruba Networks: Distributor of
the Year (Australia)
Q Ayaya: Distributor of the Year
(EMEA), Best Growth in Distribution

Q
Q

Q
Q
Q
Q
Q
Q

(Belgium), America’s International
Value-Added Distributor of the Year
(Canada), Best Distributor MEA for
2011 (Middle East/Africa)
Blue Coat: Best Authorized
Training Centre (Latin America)
Cisco: Distribution Partner of the
Year (UK, Australia, Mexico and
the Netherlands), Worldwide
Distribution Partner Enablement
(UK), Award for Global Operational
Excellence (Brazil)
EMC: Distributor of the Year
(Australia/New Zealand)
Extreme Networks: International
Distributor of the Year
Juniper: Distributor of the Year
(EMEA)
Motorola: Top Distributor of the
Year (India)
NetApp: Outstanding Distributor
Partner of the Year (Brazil)
Palo Alto Networks: Distributor
of the Year (Australia)

Westcon Group was also recognised
for outstanding achievement across
a broad range of trade media.
Honours include:
Q Computer Reseller News: Channel
Chief and Top 100 Channel
Executives (Dean Douglas), Women
of the Channel (Lynn SmurthwaiteMurphy), Channel Chiefs (Andy
Banks and Bob Clinton)
Q IT Business Canada: Top Women
in the Channel (Lynn SmurthwaiteMurphy)
Q IT Europa: European Distributor
of the Year
Q Information Week: IW 500
Q CRN UK: Networking Distributor
of the Year
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CRN Brazil: Distinguished VAD
of the Year (six categories)
Q Microscope UK: Distributor of
the Year
Q CNA: Convergence Distributor of
the Year
Q ITP.net: Value-Added Distributor
of the Year (Channel ME Awards)
Q

Westcon Group expanded press
coverage beyond the channel into
both business and IT trade media.
Westcon built on its thought
leadership in virtualisation, cloud
computing and security in a wide
array of business and IT trade
publications, including: Forbes, CIO
Magazine and Computerworld. Both
Westcon and Comstor continued
a strong presence in such global
channel publications as: Computer
Reseller News (US and UK), ARN,
IT Business (US and Canada),
Microscope UK and Channel Insider.

Partner and vendor relationships
Relationships are core to Westcon
Group’s business. In the 2012
financial year, Westcon continued its
series of annual voice of the customer
(“VOC”) surveys. Conducted in 21 key
countries, more than 1 750 global
partners evaluated both Westcon and
Comstor on key relationships,
engagements, business processes,
strategic alignment and level of
satisfaction. Both Westcon and
Comstor received partner satisfaction
ratings in excess of 90%.
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People
Westcon Group’s success is largely
based on a diverse, knowledgeable
and experienced employee base of
more than 2 500 employees around
the world.
A key goal for the business is to
recruit and retain the most
experienced employees for every
market in which the Group operates.
Westcon continues to invest heavily
in talent management, placing a high
priority on identifying and retaining
future leaders. Over the past year,
management has invested in a
training platform for all employees
with a focus on managers. Westcon
designed a mentoring programme,
pairing selected candidates with
leadership team members – allowing
them to learn about corporate culture,
gain confidence in the workplace and
leverage a role model to help advance
their careers. In the 2012 calendar
year, Westcon Group will launch an
all-inclusive recognition programme to
reward stellar performance as well as
increase employee morale.

Financial performance
During the year, Westcon’s revenue
increased 17% from $3,2 billion in
2011 to $3,7 billion with growth
across all regions. Westcon Group’s
acquisitions contributed $42 million
in revenue, resulting in an increase
in organic revenue of 16%. Gross
margins increased from 10,5% in
2011 to 10,7% in 2012 due to
increased margins in Europe and
South America offset by lower
margins in North America, AIME and
Asia-Pacific. Gross profit increased
19% from $334,4 million to
$399,6 million.
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Operating expenses grew 16% to
$266,3 million while operating
expenses as a percentage of revenue
remained consistent at 7,2% in 2012.
As a result, Westcon’s EBITDA
increased 27% from $105,3 million to
$133 million, while EBITDA margins
increased from 3,3% in 2011 to 3,6%
in 2012, with increased margins in
Europe and South America offset by
lower margins in AIME and AsiaPacific and consistent results in
North America.
Westcon’s net working capital days
decreased from 40 days in 2011 to
37 days in 2012. Net debt increased
by $38 million resulting in an ending
net debt position of $56 million as
increased working capital needs
resulted in increased debt balances.
During the year, Westcon’s operating
activities generated $25 million of
cash compared to $83 million of cash
used in 2011 as effective working
capital management resulted in a
favourable change in the accounts
payable balance.
Westcon invested $34 million back
into the business. Of this amount,
$20 million is attributable to a new
ERP system. The Company repaid
$33 million of debt during the
financial year.
For the year, Cisco products made up
51% of Westcon’s revenue followed
by 15% for Avaya/Nortel, 19% for
security and 15% for complementary
vendors. From a geographic
perspective, 35% of Westcon’s
revenue was generated in Europe
followed by 35% in North America,
13% in Asia-Pacific, 11% in AIME
and 6% in South America.

Markets
IT markets continued their steady
recovery in 2011. Global IT investment
increased by 5% and projections for
2012 show a similar 5% growth rate.
Potential risks to these forecasts
include a deepening of the debt crisis
in Europe, unrest in the Middle East,
a rise in global oil prices, as well as
other international instability.
Technology spending increased by
7% in the US with moderate growth
of 5% expected in 2012. Europe
was flat in 2011, which is likely to
repeat itself in 2012 given the
macroeconomic crisis. Emerging
markets led growth in 2011 and
will continue to lead in 2012. BRIC
countries (Brazil, Russia, India and
China) are estimated to grow in the
12% to 14% range. Outside BRIC,
spending will grow significantly faster
than the overall markets in Turkey,
South Africa and Mexico. Growth in
small- and medium-sized businesses
will be particularly strong in emerging
regions. Finally, national austerity
programmes in many parts of the
world will dampen government
IT demand, thus spending will
experience a slight decline in 2012.
Businesses worldwide continued to
invest in infrastructure upgrades –
along with new software applications
and mobile devices (including
tablets) in 2011 – which will continue
in 2012. Enterprise spending on
network equipment will accelerate
as many organisations cope with
the increase in digital information.
The increasing number of
desktop/mobile video users will drive
enterprise network/storage
upgrades, resulting in another
positive year for these markets.
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The long-term outlook for traditional
high-end servers is weakening as
momentum toward virtualised
platforms continues. Several trends,
including the use of increasingly
sophisticated threats, will cause IT
security spending to grow faster
than the market. The increase in
data protection regulations and
deployment of mobile/cloud-based
information technologies will also
drive IT security growth.
Significant increases in unified
communications/collaboration will
come primarily from emerging
markets, while videoconferencing
and telepresence demand is
projected to remain strong around
the globe.
Global software will slightly exceed
hardware growth. The software market
is in transition, with mature product
categories like database management
and enterprise resource planning
(“ERP”) systems expanding at slower
rates. Trends such as big data are
driving business intelligence systems to
rise at much faster rates. Software as a
Service (“SaaS”) adoption tends to
dampen near-term software spending,
because much of the vendor revenue
is pushed from year-one licences to
future subscriptions. Private and public
cloud spending will represent the
majority of IT spending over the next
few years, with public cloud services
representing one-third of total
IT spending.
SaaS trends will also impact the IT
services market. Growth will lag in
the overall IT market with a projected
increase of approximately 4%. SaaS
adoption typically reduces the

amount of integration and
customisation that companies must
undertake when they purchase and
implement software. A bright spot
in the services market is consulting,
providing the guidance necessary
to take advantage of these new
technologies.

Vision and value proposition
Westcon Group is a value-added
distributor of category-leading
unified communications, network
infrastructure, data centre and security
solutions with a global network of
specialty resellers. Our teams create
unique programmes and provide
exceptional support to accelerate the
business of global partners. Strong
relationships at every level of the
Westcon Group organisation enable
partners to receive support tailored to
their needs. From global logistics and
flexible customised financing solutions
to pre-sales, technical and engineering
assistance, Westcon Group works with
its partners to respond with agility and
speed to changing market conditions
to achieve the fastest time to revenue.

Guiding philosophy
Westcon Group remains focused on
several areas that guide our value
proposition, including:
Q providing the best-in-class portfolio
of actively managed businesses in
the global unified communications,
network infrastructure, data centre
and security solutions industry;
Q delivering long-term, sustainable,
above-average returns to
our shareholders;
Q building a reputation as an
employer of choice by attracting,
developing and retaining the best
people; and

Q
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perpetuating the highest
standards of business conduct
with principles that flow through
our dealings with employees,
customers, suppliers,
shareholders, competitors and
communities. Westcon Group is
dedicated to acting in an ethical,
honest and socially responsible
manner in all of our undertakings.

Employees
Westcon Group believes employees
are the foundation of ongoing
success. The Company strives to
create an environment that both
attracts and retains the best people.
The Company has developed
comprehensive personnel practices
to ensure every employee is treated
equally, fairly and respectfully at all
times. Westcon Group maintains
consistent and transparent diversity
policies across all markets in which
the Company operates. Our team
believes career opportunity,
recognition and reward must be
based on a person’s capabilities and
achievement, as opposed to their
age, sex, race, religion or nationality.
Additionally, the Company’s goal
is to ensure the ideas, skills and
capabilities of all employees are
nurtured and advanced. With this in
mind, Westcon Group continues to
develop advanced training and
development programmes to
accurately identify and grow the
unique skill sets of each individual.
For more information
on Westcon, go to
www.westcongroup.com
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WESTCON CASE STUDY 1
Q

Computer Concepts Limited: Helping New Zealand get back on its feet

The challenge

ensure the welfare of its residents. Just prior to initiating

Computer Concepts Limited (“CCL”) is dedicated to

the relationship with the city council in 2009, CCL set

delivering IT services to ME and Enterprise customers

out on a mission to transform its own infrastructure.

across New Zealand. An engineering-focused company,

And it proved to be good timing. CCL has a long and

it delivers a broad range of IT services, including full
outsourcing, cloud solutions, UNIX and Linux solutions,
Microsoft services, network design and management,
co-location and hosted infrastructure. A relentless
customer focus and deep technology expertise drive its
“zero downtime” pledge to companies.
CCL had years of experience designing and running
data centres. The company has four data centres
across the country located in Auckland, Christchurch,
Nelson and Dunedin. The company is well known as a
leader in adopting new, but mature service offerings and
has many years’ experience with infrastructure solutions.
To meet the high availability, disaster recovery, computer
and storage resource needs for clients, CCL looked to
adopt new infrastructure solutions that were cloud- and
virtualisation-based for its data centres.

committed partnership with Westcon Group that meets
many of its distribution needs. As the team set out to

The data centre transformation was critical – and proved
to be invaluable as CCL helped Christchurch City
Council overcome the challenges of a devastating
earthquake.

The solution
The Christchurch City Council is directly responsible for
ensuring the region’s population of nearly 370 000 is
well governed and provided for. The council is critical in
ensuring the smooth operation of Christchurch to
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enhance the infrastructure, CCL knew Westcon was
well positioned to offer the deep technical expertise
the company demanded and global reach to
ensure success.
Working closely with Westcon teams, CCL designed
the networking and switching elements that were to
complement the cloud infrastructure the company had
designed. The group relied heavily on Westcon’s close
ties with Cisco to make this a success.
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WESTCON CASE STUDY 1 CONTINUED
Q

Computer Concepts Limited: Helping New Zealand get back on its feet continued

For many years Westcon has dedicated itself solely to

Council’s infrastructure into CCL’s purpose-built data

the distribution of Cisco’s full portfolio of solutions for

centre, the September 2010 7.1 magnitude

the data centre. Working with Westcon, CCL’s largest

earthquake hit the Canterbury region. Since this event,

data centre based in Christchurch was significantly

Christchurch has suffered thousands of aftershocks

upgraded to include IBM’s XIV storage backed by

– many of a magnitude 5 and greater, bringing further

Cisco’s Unified Computing System™ (“UCS”) and

damage to the area. The continual earthquakes

VMware for virtualisation. Cisco UCS is a data centre

presented a challenge to the city council and its ability

platform that unites computer, network, storage

to provide emergency services and response efforts.

access, and virtualisation into one cohesive system.
The technology integrates a low-latency 10 Gigabit
Ethernet unified network fabric with enterprise-class,
x86-architecture servers. The company also put in
place an extensive power failover system to ensure full
reliability in case of failure.

Relief efforts
CCL did much more than help rebuild an infrastructure.
The company was relentless in its efforts to rebuild the
city. In addition to donating equipment and technology
to both individuals and businesses, it also provided
jobs to ensure the economy remained strong. Helping

The earthquake and response

businesses remain online, CCL also took on hosting a

This data centre transformation and tight integration

range of new companies critical to the economy. It was

with Westcon paid off immediately as New Zealand

a commitment to the city and a strong understanding

and the city of Christchurch dealt with a natural

and technology expertise that allowed both CCL and

disaster that nearly crippled the region. Two hours after

Westcon to get the city back on its feet.

completing the migration of the Christchurch City
Quotes
“Westcon is much more than a partner – they’re a
trusted adviser of our business.”
“After the devastating earthquakes that hit
Christchurch, we felt it was our duty to actively
participate in helping get the region back on its
feet. It started with our ability to ensure the city
council’s IT infrastructure worked seamlessly
throughout the main quakes and massive
aftershocks. It then extended to providing much
more than technology. We were driven by a
responsibility to the city – helping it recover from
this tragedy.”
– Andrew Allan, CEO, Computer Concepts
Limited.
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WESTCON CASE STUDY 2
Q

Global Procurement System enables CDW to extend its global footprint

CDW is a leading provider of technology services and
solutions for business, government, education and
healthcare. Founded in 1984, CDW employs more
than 6 800 co-workers. In 2011 the company
generated net sales of $9,6 billion. One of its main
customers is the world’s leading producer of cereal
and convenience foods.

The challenge
The customer was looking to partner with an IT
solutions provider with full global logistics and supply
chain capabilities to deploy equipment in a total of
41 countries. The customer was primarily looking to
reduce the number of suppliers to manage worldwide,
make centralised IT purchasing decisions for all global
locations, ensure a consistent and clear pricing model
and reduce costs associated with the global
deployment of IT equipment.

The solution
CDW and Westcon created a joint proposal that
demonstrated how the Global Procurement System
(“GPS”) model would allow the customer to source
equipment locally and invoice locally in 26 countries,
and offer an export model to support the remaining
countries. This complete global procurement model
allowed the customer to significantly reduce the
number of partners with whom it had been working
and offered a single point of contact with the support
of a dedicated global team.
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The company effectively reduced its costs in a number
of ways: (1) customs fees, taxes, duties and
international freight by not being forced to ship
equipment across borders; (2) VAT recoverability by
keeping the transaction and invoicing local; (3) by
managing purchasing decisions out of the company’s
corporate headquarters, reduce the number of
vendors managed previously in each separate country.
Thanks to the success of recent deployments, CDW
was able to capture business that, without the GPS
model, may have gone to a competitor or a supplier in
the country of delivery.
By utilising the Westcon Global Procurement System,
CDW was able to essentially extend its geographic
service area to offer a full global deployment solution
to a large customer.
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Logicalis 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 and cloud services,
and managed services.
With its international headquarters in the UK, Logicalis Group employs
over 2 600 people worldwide, including highly trained service
specialists who design, specify, deploy and manage complex ICT
infrastructures to meet the needs of over 5 000 commercial and public
sector customers. Logicalis enjoys strong strategic partnerships with
some of the world’s most respected technology companies: CA,
Cisco, HP, IBM, NetApp and VMware. These partners have specialised
solutions for enterprise and medium-sized companies in vertical markets
covering financial services, retail, government, manufacturing and
professional services, as well as other sectors, helping customers benefit
from cutting-edge technologies in a cost-effective way.

Logicalis accounted for 25% of the Group’s
revenues (2011: 24%) and 32,8% of its EBITDA
(2011: 33,4%).
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LOGICALIS DIVISIONAL REPORT
Logicalis Group has revenues of over
$1,2 billion from operations in the UK,
US, Germany, South America and the
Asia-Pacific region and is establishing
itself as one of the leading ICT
providers specialising in the areas of
advanced technologies and services.

The year in review
Nigel Drakeford-Lewis (left), Chief Financial
Officer and Ian Cook (right), Chief Executive
Officer.

Revenue % by geography
8%

Logicalis’ management is focused on
building a strong business through
organic growth and acquisition and has
again delivered a very good financial
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performance in the year under review.
This is despite the fact that the overall
strong market demand reported in the
first half of the financial year weakened
in the second half. Revenues were up
26% year-on-year in the first half, but
only 11% year-on-year in the second
half. The UK and US markets were
particularly challenging and growth in
the Asia-Pacific region softened.
However, there was no weakening in
the South America region where the
telecommunication service providers
continued to invest in their core
infrastructures with Brazil once
again delivering a particularly
strong performance.
The substantial increase in
profitability for the year was driven by
the strong performance of the South
America region and continued
growth in the Asia-Pacific region.
However, the contributions from the
Europe and US regions were below
expectations, with both regions
impacted by weak demand in the
second half, particularly for servers
and storage. In Germany, Logicalis
has invested in building the strength
of its sales team and is planning for
an improved performance during the
next financial year. In the US and UK,
Logicalis launched a number of new
cloud services in both Infrastructure
as a Service (“IaaS”) and Video as a
Service (“VaaS”) markets. Both
countries saw positive growth in
demand for hosted data centre and
cloud services.
During the first half of the financial
year, Logicalis completed two
acquisitions to consolidate its position
in the UK and US respectively. In April
2011, Logicalis UK acquired Inca
Software, an IBM Cognos partner, in
order to create one of the first UK
system integrators capable of
delivering a full suite of next
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generation business transformation
tools: analytics, collaboration and
cloud services. In July 2011, Logicalis
US acquired the business and assets
of Netarx, a Cisco Gold partner and
provider of managed services, data
centre and collaborative IT solutions
to customers in the US mid-west.
During the year, the Group
incorporated a new company in
Indonesia focused on network
integration. The Indonesian company,
which commenced trading in
January 2012, has a 49% partner,
PT. Metrodata Electronics, Tbk.
On 31 August 2011, Logicalis sold
10% of the share capital in PromonLogicalis Latin America Limited
(“PLLAL”) to its partner in South
America, Promon SA. Logicalis first
partnered with Promon in May 2008
and formed PLLAL to develop its
existing South American business.
Since then the business has gone from
strength to strength. Promon has now
committed to the long-term future of
PLLAL by acquiring a further 10%
interest in the business for $15 million
in cash, increasing its share of the
business to 40%. As a result, Datatec’s
equity ownership of PLLAL through
Logicalis reduced to 60%, with effect
from 31 August 2011.

Markets
Demand in the markets in which
Logicalis operates was mixed during
2011. Demand for technology
products continued to increase in the
South America and Asia-Pacific
regions (except for Australia), but the
markets were more challenging in
Europe, the US and Australia. This
was reflected by Logicalis’ main
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vendor partners, Cisco, HP and IBM,
all of which experienced either flat or
low single-digit growth in product
revenues. Logicalis’ exposure to the
telecommunication operators and
services providers in South America,
an important customer segment in
this region, which maintained a high
level of capital expenditure, enabled
Logicalis to achieve very strong
growth in Cisco product revenues.
Overall the outlook for ICT investment
appears to be similar to the actual
experience in 2011.
Market analysts are predicting
ongoing strong growth in ICT
investment across emerging markets
in 2012, with South America being
particularly strong in both business
and consumer ICT spending, both of
which are driving significant demand
for networking equipment in service
providers, private sector and
government organisations. Elsewhere,
the outlook for general IT spending is
less certain, although investment in
next generation data centre
virtualisation technologies, unified
communications and collaboration,
and cloud services is expected to be
strong. Growth at the market level is
expected to be low in the more
developed economies.
Several trends are now driving the ICT
market: consumerisation, personal
device proliferation, user mobility,
virtualisation, cloud computing,
software as a service, and new ICT
consumption and operational models.
The acceleration of these trends is
changing the direct application of IT
by functional business units, and this
in turn is placing new demands on IT

leadership to focus a greater part of
their resources on business-outcome
led engagements.
As a result, solution providers such as
Logicalis are increasingly being asked
to provide a wider and more varied
engagement with clients. As well as
providing traditional technology
expertise in building out internal IT
systems, Logicalis continues to
augment clients’ capabilities and IT
resources, deliver operational support
for greater parts of the customers’ core
IT infrastructure, and we also provide
traditional solutions in new servicebased consumption models. This is
creating greater opportunity for
consulting services, managed services
and cloud services.

Strategy
Logicalis’ solutions and services
go-to-market strategy is built around
three core engagements – unified
communications and collaboration,
data centre and cloud services, and
professional and managed services,
with security an important feature of
all these markets. Each of these
engagements helps customers use
technology to meet strategic business
objectives and exploit their technology
investments as a key business
differentiator. Logicalis will continue to
demonstrate the ability to service
customers’ changing requirements,
whether that is to support the
changing user experience demands
of increased use of video,
smartphones or tablet computers,
and secure mobile working, or to
support shifts in spending from capital
to operational budgets through the
increased use of cloud services.
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Logicalis continues to help Chief
Information Officers (“CIOs”) manage
the complexity of operating a more
varied IT portfolio and work with
customers to help them exploit
technology to improve core business
processes.
The Group’s strategy is based on
three key strategic principles:
Q Technical excellence in advanced
and emerging technologies.
Q Business know-how and intrinsic
understanding of customers’
business challenges.
Q The ability to invest in and agility to
support the changing operational
and consumption demands of
its customers.
These principles have built a strong
customer base across an international
presence in the USA, UK, Germany,
South America and Asia-Pacific.
The Group’s strategic goal remains
the maximisation of growth in profit
and value by gaining strength,
capability and market share in key
markets and establishing Logicalis
as the ICT partner of choice for
customers. The Group’s key strategic
objectives include:
Q achieving above industry average
EBITDA ratios and cash
conversion;
Q continued balanced growth –
organic and through acquisition;
Q offering end-to-end ICT solutions
and services in all operating
territories;
Q maintaining our leadership in
innovation for our solutions and
service offerings;
Q increasing annuity (recurring
services revenues) sales;
Q focusing on customer business
needs at all management levels;

leveraging knowledge and best
practice processes in all territories;
and
Q attracting and retaining high-calibre
employees.
Q

To achieve these strategic objectives
Logicalis continues to focus on
building long-term corporate
relationships by:
Q engaging with customers at
all levels;
Q engaging on business outcomes
and value, not technology or price;
Q positioning the Group as a trusted
and capable partner for technology
and service excellence;
Q expanding its portfolio of products,
solutions and services through
investment in resources, expertise,
partnerships and acquisitions; and
Q closing any gaps in its portfolio
through which its competitors can
gain entry.
This strategy, combined with the
Group’s established technical skills,
has been recognised by key vendors
for the year under review.
In 2012, at the Cisco Partner Summit,
Logicalis was presented with
14 awards from Cisco including a
global award for Enterprise Partner of
the Year awarded to PromonLogicalis
(Brazil). Logicalis also received
13 regional and country awards
across Latin America, Europe, the
US and Asia-Pacific.
Logicalis was honoured by Cisco in
Latin America with 11 awards, most
notably Cisco Enterprise Partner of
the Year in Brazil and Latin America,
and Cisco Service Provider
Infrastructure Partner of the Year in
Brazil. The UK operation received
Cisco Partner of the Year (UK and
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Ireland) and Logicalis Singapore
received the Cisco Cloud Partner of
the Year (for the APJC region) as well
as a Cisco Services Top Collaboration
Partner in Asia. Logicalis US received
the Cisco National Commercial
Partner of the Year.
In addition, Logicalis UK and Ireland
was recognised by IBM as the winner
of the IBM Choice Award for Top
Business Partner in Northeast Europe
and received an IBM EMEA Business
Partner Excellence Award. In the US,
Logicalis was the VMware National
Partner of the Year.
For the future, the Group will continue
to seek to make further acquisitions
that extend its scale and services
businesses in established markets.

Financial performance
Revenue, excluding sales to other
Datatec companies, increased
by 18% to $1,23 billion (2011:
$1,05 billion), including $48,6 million
of revenue from the acquisitions made
during the year. Adjusting for the
impact of acquisitions made in the
2011 and the 2012 financial years,
organic revenue increased by 12%
(9% on a constant currency basis)
benefiting from the high growth rate in
South America.
Revenue from product sales was
up 13%, with robust increases in the
Cisco and HP vendor categories.
Revenue from total services was
up 36% and strong growth in annuity
service revenues of 41% reflected the
long-term strategic focus on this
segment of the business with
investments made in data centre and
cloud-based services assets.
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The gross margin was slightly lower at
22,5% (2011: 23,0%). Both product
and services margins were down
slightly. The gross profit was up
15% to $277,4 million (2011:
$240,7 million). Improved operational
leverage resulted in operating
expenses increasing by only 12%.
EBITDA increased 27% to
$67,4 million (2011: $53,0 million),
resulting in an EBITDA margin of
5,5% (2011: 5,1%).
After charges for depreciation and
amortisation of intangible assets,
operating profit was up 36% to
$42,6 million (2011: $31,3 million).
The days’ sales outstanding for
accounts receivable of 60 days was
higher than the 55 days achieved at
28 February 2011, mostly due to the
longer credit terms provided to major
customers in South America with
high-value projects. Extended credit
terms with suppliers have also been
arranged as a result of the longer credit
terms being demanded by customers
and the days’ payables outstanding
for accounts payable increased to
105 days (2011: 73 days). The
payables outstanding figure was also
impacted by the high value of inventory
being held at the year-end. Net cash
was $32,9 million, a decrease on the
$71,4 million at 28 February 2011.
An operating cash conversion ratio
for the year of 77% of EBITDA was
offset principally by acquisitions funded
in the year, an increase in payments
to shareholders, increased expenditure
on fixed assets and corporate taxation
payments.

People
In a customer-led and services-based
business, success is driven by the
quality of the employees. In Logicalis,
the focus on advanced technologies
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requires a high level of technical
expertise and management works
closely with its vendors to ensure that
employees are trained appropriately.
Logicalis aims to be an employer of
choice attracting, developing and
retaining the best people. Logicalis
invests in whatever training and
resources its people need to ensure
that they are able to develop and
grow with the Group. Knowledge is
the key to success and Logicalis
maintains good communications with
employees through its information
and consultation procedures.
Logicalis’ personnel practices ensure
that all employees, wherever they
work, whatever their role, are treated
equally, fairly and respectfully at all
times. Adherence to health and safety
standards ensures that its people are
properly protected and cared for,
wherever they operate. Logicalis
maintains consistent and transparent
diversity policies across all markets.
The Group 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
customers: IT departments and
business unit leaders. Logicalis will
continue to engage with clients
through solutions and services-led
sales engagements, and build out a
common portfolio of solutions and
services in geographies where
Logicalis currently concentrates. The
Group will continue to focus on
investing and innovating in the main
areas of growth – data centre and
unified communications and

collaboration solutions, cloud services
and managed services. Logicalis sees
emerging trends such as IT service
automation, bring your own device
(“BYOD”), mobility, business analytics
and cloud creating new opportunities
to further differentiate Logicalis in the
market and with customers.
Logicalis will continue to closely
manage operating costs and
maximise the opportunities provided
by its multinational customer base. In
addition, Logicalis expects to benefit
from the changes in customers’
consumption demands, and from the
investments made 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 obvious benefits for the
company 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 increase operating profit by
continuing to focus on increasing the
services and annuity revenue mix and
managing the cost base effectively.
The macroeconomic outlook is
uncertain but the recovery is
expected to continue, although some
markets will be more difficult than
others. Logicalis’ customers are
generally well-positioned to invest.
Management is optimistic about the
next financial year and is planning
for both revenue and operating
profit growth.

For more information
on Logicalis, go to
www.logicalis.com
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LOGICALIS CASE STUDY 1

The University of the
Highlands and Islands
(“UHI”) has utilised Video
Conferencing (“VC”) in a
groundbreaking way in
delivering education to the students, many of whom live
hundreds of miles away from both their teachers and
their peers. While UHI has used VC since its inception in
1997, the award of university title and an increasing
student population have meant a higher dependency
on VC to ensure all students, regardless of location,
can access UHI’s curriculum. UHI upgraded its network,
choosing high-definition Cisco products new to the
market and fully equipped 63 studios.

Brandie concludes, “Logicalis UK has consistently
provided their support throughout our relationship with
them, and continue to work with us on this sophisticated
videoconferencing solution that keeps pace with our
evolving requirements.” He adds: “videoconferencing
is in the ‘DNA’ of the University of the Highlands and
Islands. It is pivotal; we simply could not operate
without it.”
http://www.uk.logicalis.com/our-customers/casestudies/uhi.aspx

The Highlands and Islands region of Scotland
encompasses 5 000 miles of coastline, and includes
90 inhabited islands, many accessible only by ferry.
In the last year there have been more than
10 000 multisite video conferences, with 250 plus
‘bridged’ classes per week. Bob Brandie, Senior Video
Conference Technician of UHI, says that 65% of video
usage is now for teaching, and there may be up to
14 sites involved per link. In addition to teaching use,
VC is also critical in the day-to-day running of the
university, including the HR and finance functions.
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Q Video conferencing delivers breakthrough for educating students in Scottish Highlands and Islands
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LOGICALIS CASE STUDY 2
Q Telefónica Chile chooses Logicalis to design and implement its first green data centre

Telefónica Chile’s Santiago data centre was not
functioning in line with the company’s vision and growth
objectives. In order to meet growing customer demands,
Logicalis Chile was chosen
to design and implement its
first green data centre.
Working closely with
Telefónica Chile’s engineering
department, Logicalis designed a cutting-edge solution
which was perfectly aligned to technical requirements, was
able to offer a high level of security and continuity, while
being eco-friendly. This 300 square metres data centre
boasts the highest seismic, architectonic, ecological and
network interconnectivity standards. It is the first Tier III
green data centre to be built in Chile and is located in east
Santiago.
Mauricio Flores, Engineering Specialist at Telefónica
Chile, explains, “this new green data centre is part of the
Telefónica Group’s international network of data centres.
It was created out of necessity because our high
technology, energy and ecology standards had to be
met. Logicalis Chile’s work has enabled us to fulfil our
clients’ needs. Now we can deliver the international
support and services our customers’ businesses and
operations require, ensure that their information and
processes are constantly available and safeguarded
against any contingency situation, while also
diminishing our carbon footprint and providing greater
energy efficiency.”
Telefónica’s green data centre is part of an international
network with a strong presence in Latin America, the
USA and Europe.
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Analysys Mason is a global specialist in telecoms,
media and technology (“TMT”). Clients in the TMT sectors
operate in dynamic markets where change is constant. Analysys
Mason’s consultants help shape their customers’ understanding of the
future so they can thrive in these demanding conditions. Analysys
Mason also provides research to the world’s leading network
operators, vendors and regulators.

Intact Integrated Services is a networking services
and support consultancy business focused on three core
business pillars: creation of new revenue streams, delivery of projects
associated with those revenue streams and support of these projects
once delivered. Intact’s clients include global telecommunication
providers, systems integrators, outsource providers and vendors.

The Via Group is recognised by some of the world’s
largest corporations as the partner to deliver unified
communications and voice solutions. With roots in
telephony, IT and messaging products since 1990, Via’s services
bridge the gap between telephony and computing to deliver best-inclass, multivendor, integrated unified communications solutions.

The Consulting Services division, comprising the
majority-owned businesses Analysys Mason, Intact,
Via Group and an equity stake in Cornwall Energy,
accounted for 2% of Group revenues (2011: 2%)
and 2,3% of EBITDA (2011: 0,3%).
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CONSULTING SERVICES DIVISIONAL REPORT

Rob Evans (left), Chief Operating Officer,
and Callum McGregor (right),
Chief Financial Officer.

Analysys Mason delivers strategic,
trusted advisory, modelling and
market intelligence services to the
telecoms, IT and digital media
industries. The company is wholly
focused on its sector and is
respected for its exceptional quality
of work, independence and flexibility.
For nearly 25 years it has helped
telecoms operators, financial
institutions, media organisations,
regulators and a range of other
public sector bodies in more than
100 countries to:
design strategies that deliver
measurable results;
Q make informed decisions based
on market intelligence and
analytical rigour;
Q develop innovative propositions to
gain competitive advantage; and
Q implement effective solutions to
improve business operations.
Q

EBITDA
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Intact is a services and support
consultancy delivering high-end
professional services in networking,
unified communications, security,
wireless and data centre
technologies. Intact is channel
focused and its services are offered
exclusively through its partner
network, which include value-add
resellers, systems integrators,
network integrators and service
providers. While the company’s
technical expertise has a strong bias
towards Cisco, the Intact service
delivery system is entirely vendor
agnostic. The company has a
reputation for dealing with complex
technical and logistical process
challenges. Intact’s global INspan
service partner alliance network and
channel-only approach is unique and
is proving effective.

On 2 October 2011, Datatec acquired
a further stake in The VIA Group
(“VIA”) to achieve effective control of
this Texas-based business. The
company is a recognised leader in
providing professional services to
supporting Avaya and Microsoftbased unified communications
solutions.
Cornwall Energy provides participants
in, and customers of, the energy
markets with research and consulting
services focusing on electricity
generation and distribution, including
renewable energy and smart grids
(intelligent network distribution).

Financial performance
The division’s full-year financial
performance showed significant
improvement over the prior year
despite a difficult first quarter, for
Intact in particular. This was due firstly
to the revenue growth within the
division and, secondly, improved staff
mix and utilisation following this and
last year’s restructuring activities.
Total divisional revenues increased
by 10% to $79,4 million (2011:
$72,5 million) due to a combination of
organic growth in the US and the firsttime inclusion of Via. Divisional gross
profit grew by 23% from $22,4 million
to $27,5 million due to the revenue
growth, better staff mix and improved
utilisation following last year’s
restructuring activities at Analysys
Mason. Management’s swift action to
reduce direct costs at Intact, following
a soft first quarter sales performance,
led to a significantly improved
second-half margin at that business
unit, which enabled the division to
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report an overall gross margin
increase from 31,0% to 34,6%.
The increase in operating costs
was limited to just $0,8 million from
$21,9 million to $22,7 million, which
includes $0,8 million of costs
associated with restructuring actions.
Overall the division delivered EBITDA
margins of 6%, resulting in a
significant increase in EBITDA from
$0,5 million to $4,8 million.
Analysys Mason reported an increase
in revenues of $2,8 million to
$47,9 million (2011: $45,1 million)
with non-UK revenues now
contributing 73% (2011: 72%) of the
overall total. Contrary to expectations,
continental Europe in particular
reported a strong performance, driven
to some extent by financial
transaction advisory work. Asia and
the Middle East rebounded after a
slow start, while the UK remained a
difficult market throughout the year.
Analysys Mason reported exceptional
growth in EBITDA to $3,7 million
achieving a margin of 7,6% up from
$0,2 million at a margin of 0,4% in
the 2011 financial year. The company
continues to enjoy a high level of
repeat business with sufficiently
diversified revenues, maintaining a
strong position in its market.
Intact’s revenues increased to
$28,6 million representing modest
growth from $27,4 million reported in
the 2011 financial year as a result of
organic growth in the US. Significant
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inroads have been made in
broadening the client base to reduce
the dependency on any one client or
geography, with the proportion of
revenues earned outside the UK and
Europe doubling since the prior year.
Intact was able to deliver an improved
full-year EBITDA of $0,9 million at a
margin of 3,1% from $0,4 million
(1,5%), despite the restructuring
actions following a poor first
quarter performance.
VIA contributed $3,0 million in
revenues resulting in EBITDA of
$0,2 million, achieving a margin of
8,2%, in the five months since
becoming a subsidiary.

Markets
While the near-term market for
consultancy services in the ICT sector
remains difficult to predict, largely due
to the macroeconomic uncertainty
that exists, advanced mobility and
broadband services are continuing to
create opportunities for this division.
Management at Analysys Mason
expect short-term trading conditions to
be challenging, with local and national
governments under increasing
pressure to curtail spending, but is
confident that industry and regulatory
developments are likely to stimulate
demand. Intact is delivering skilled staff
and services to support operators that
are executing large-scale
transformation and outsourcing
engagements on behalf of global
enterprises. Increasingly, the company

CONTINUED

continues to attract the attention of
potential clients as it establishes itself
in new geographies.

People
The division’s strongest asset remains
the expertise, experience, commitment
and problem-solving skills of nearly
400 employees. Each of the companies
employs an impressive range of
passionate, innovative and talented
people from across the telecoms,
media and IT industries.
Significant strides have been made
at Analysys Mason following the
reorganisation of last year to improve
the organisational shape which has
allowed for better overall
management of the business, and
more effective project execution
through an improving staff mix.
Intact has realigned its organisational
structure in order to simplify its
operating model providing an optimal
platform for global delivery, while
maintaining its investment in its
technical strength and capability.
Employees of VIA are constantly
involved in continuing education,
working toward certifications and
upgrading talents so that the
company remains at the forefront of
the unified communications industry.
The division continues to support
the recruitment, development and
retention of this diversity of talent.
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Strategy
Looking ahead, the divisional strategy
is informed by current economic
uncertainty, a desire to capitalise
on future market transitions and
the unique strengths of each
of the businesses.
Analysys Mason is a pre-eminent
player in the telecommunications
industry, a sector that it has helped
shape over many years in both
mature and emerging markets. The
divisional structure launched at the
beginning of the year to provide
greater focus and clarity on the
propositions offered by the business
has allowed for improved financial
and operational execution.
Notwithstanding a very impressive
client list, the company is subject
to the combined dynamics of
discretionary-spend constraints and
dependence on a sizable volume of
relatively small short-term projects.
Intact remains committed to
becoming the trusted partner of
choice through continuous
improvement of service delivery and
customer satisfaction, maintaining its
reputation for delivering technically
and logistically complex projects.
Alignment with key vendors remains
important while management
continues to improve the revenue mix,
targeting more annuity services, and
diversify the customer base across
all geographies.

specialise in optimising existing
communications investments by
integrating IT infrastructure and
telephony systems. Through a proven
methodology and quick adoption of
new technologies, VIA helps guide
customers and partners through the
important processes that translate
the tremendous value of unified
communications to the bottom line.
All units have a technical bias and at
this stage of their evolution the key
priority is sustained profitability
without diluting the significant value
propositions delivered by its
exceptional talent.
Strategies at the business unit levels
may be summarised as follows:
Q Focus on core strengths,
deepening expertise where
already strong.
Q Broaden the geographic footprint
of core propositions.
Q Extend core propositions carefully
and incrementally to strengthen
key client relationships.
Q

Q

Q

Q

Q

Q

With roots in voice and messaging
products since 1990, VIA engineers

Increase the proportion of recurring
revenue streams.
Recruit, develop and retain
talented staff.
Foster real-time operational
visibility, cost vigilance and
management agility.
Balance individual performance
management and accountability
with a collaborative spirit.
Increase the flexibility in staffing
and staff remuneration models.
Uphold a high standard of
business ethics.
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Overlaying and complementing this,
the key elements of strategy at the
divisional level are:
Q Manage costs in mature markets
while investing in growth areas.
Q Align with, support and leverage
the Datatec Group as its
markets evolve.
Q Broaden the consulting division’s
mix of activity where doing so will
leverage existing assets.

Future prospects
Although markets, particularly in
Europe, remain unpredictable,
advanced mobility and broadband
services are continuing to create
opportunities for this division. Stable
revenues are anticipated for the 2013
financial year, with continued
improved operating performance.
The division continues to seek
opportunities to complement,
leverage and broaden the Consulting
Services portfolio.

For more information
on Analysys Mason, go to
www.analysysmason.com

For more information
on Intact, go to
www.intact-is.com

For more information
on The VIA Group, go to
www.theviagroup.com
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ANALYSYS MASON CASE STUDY
Q

Assisting a national spectrum management authority in Asia to maximise economic and social
benefit through efficient allocation and use of radio spectrum

The problem
Spectrum is a finite public resource and national
spectrum management authorities are tasked with
maximising the efficient allocation and use of radio
spectrum to attain maximum economic and social
benefit. Government policy in the client’s country was
to introduce spectrum trading to allow the transfer of
all or part of a party’s spectrum holdings to a second
party for the duration of the spectrum licence. The
client commissioned Analysys Mason to identify any
implementation issues associated with the introduction
of a spectrum trading regime and, if the introduction of
spectrum trading was identified as feasible, determine
the design of the spectrum trading regime.

The solution
Analysys Mason worked in conjunction with a
specialised economics consultancy (DotEcon) and a
leading law firm (Allen & Overy) to support the client, a
regulator in an Asia-Pacific country, in understanding
the range of technical, commercial, economic and
legal challenges associated with the introduction of
spectrum trading.
Analysys Mason led the overall project and took
specific responsibility for the aspects of the project
related to technical issues (such as spectrum
management tools and international coordination) and
the interface between technical and economic issues
(such as likely demand for trading in different spectrum
bands and barriers to trading).
The first stage of the assignment was to identify potential
challenges that could arise during the implementation of
spectrum trading through a review of the existing
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situation and regulatory and
legal frameworks in the
client’s market, combined
with a review of international
approaches to spectrum
trading.
Following this, Analysys
Mason presented their
conclusions to an industry
workshop comprising key stakeholders to gather
feedback and reviewed our conclusions based on this
feedback.
Subsequently, Analysys Mason designed a spectrum
trading regime which considered the changes in the
roles and responsibilities of different government
departments, the phasing of the introduction of
spectrum trading by band, the procedures for transfer
and approval of spectrum, the approach to managing
interference and disputes, the approach to establishing
and maintaining spectrum registers, and the legal
modifications required to existing licences and the legal
instrument to be used for enacting spectrum trading.

The result
At the close of the assignment, the client was delivered
a comprehensive document setting out the preferred
approach to spectrum trading in its market and the
procedures and steps required to implement a
spectrum trading regime. Analysys Mason presented
the results and recommendations to senior members
of the regulator, including the Director-General and
Deputy Director-General.
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INTACT CASE STUDY
Q

The outcome of the project became the gold standard for the client in terms of ‘on time, in budget,
on expectation’ for the provision of Cisco UC services on a global basis

The problem

The result

A global telecommunications provider was committed
to delivering a Cisco Unified Communications solution
to a global agrochemical company across 140 sites in
40 countries. The telecoms provider had an existing
contract in place, based on a global WAN, with a
commercial structure that the client was keen to
extend to the new UC service.

Working with the client’s
product development group,
Intact integrated a break fix
maintenance strategy into
the existing support model.
The outcome of the project
has been adopted as the
maintenance model of
choice for this ‘product’ by the product development
group and has become the gold standard for the client
in terms of ‘on time, in budget, on expectation’ for the
provision of Cisco UC on a global basis. In addition,
the model has been adapted to meet specific
requirements of different vertical markets (for example
the compliance and regulatory requirements in the
global pharmaceutical sector) enabling operational
efficiencies, incremental revenue streams and revenue
protection strategies.

The solution
Intact assisted the client account team to develop a
detailed understanding of the end-user’s commercial
requirements to provide a novel commercial structure
for transformation and subsequent routine onsite
hardware moves, adds and changes (physical).
The model slots into the client’s own contracts to
ensure transparency while Intact provides all
onsite engineering and project management for
the transformations.
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The Datatec Educational and
Technology Trust
During the year ended 29 February
2012, 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
projects in South Africa. The Datatec
Board has committed to annual
funding of R4 million and in the current
year this was spent on supporting a
variety of organisations dedicated to
improving education in previously
disadvantaged communities in South
Africa. The following initiatives received
the trust’s support:
Vula Programme at Hilton College
The Vula Programme is a division of
The Hiltonian Society, the legal entity
which owns and operates Hilton
College. Hilton College is a wellknown and reputable boys
independent secondary school which
is situated near the village of Hilton in
the Midlands of KwaZulu-Natal. The
school, which opened in 1872, has a
proud history of academic, cultural,
sporting and outreach excellence.
The Vula Programme at Hilton College
(“vula” means “open” in isiZulu) was
started in 2001 as the society’s
educational service 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.
On 30 April 2011, the Vula
Programme ended its 10th year of
operation, having firmly established
itself as the pre-eminent provider of
ongoing and relevant mathematics
and science educational outreach
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programmes in the Midlands of
KwaZulu-Natal. 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. Each year the
programme touches the lives of
teachers and learners from about
90 high schools. These schools are
in the greater Midlands area which
extends from Pietermaritzburg in the
south to Bergville in the north and from
Bulwer in the west to Msinga in the
east. More than half of the schools are
in impoverished rural areas.
In 2011, Vula activities were attended
by 800 teachers and adults and over
2 500 learners. Indirect beneficiaries
include all high school learners at
state schools in the province – due to
the ongoing training provided by the
Vula Mathematics Project to the
provincial subject advisers of
mathematics.
Education Alive
Established in 1975, Education Alive
has been a frontrunner in the fight
against poor quality education in South
Africa, specifically in the disadvantaged
communities throughout the country
where maths and science capacity had
never been fully developed. Education
Alive is affiliated to Applied Scholastics
International – an educational group
that has developed outstanding
curriculum material over a number of
years. The Education Alive training
academy is in Wynberg, Cape Town,

Science teachers attending a workshop at
Hilton college

and was bought by the trust in 2006.
The use of the facility was donated to
Education Alive.
Education Alive’s core aim is to assist
learners in poorly funded and
resourced schools in notoriously
disadvantaged areas of South Africa.
In the 2012 financial year we realised
these aims through the following:
Q The Reading Adventure Room
Programme: A literacy
programme introduced into two
schools in the Winelands region
in 2010 and expanded to include
three additional schools in the
Cape Flats in 2011.
Q The Academy of Excellence
Programme: This programme
stemmed from the Matric
Enrichment Programme where
learners who wanted more
intensive assistance on a weekly
basis were offered the opportunity
to attend Saturday classes from
09:00 to 13:00 in maths, science,
English and accounting throughout
the year.
Q Guarantee Trust bridging
programme: The programme
assisted 60 disadvantaged
accounting graduates for six
months, placing them into
accounting practices at the
programme’s conclusion to
commence learnerships.
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Children attending The Reading Adventure
Room Programme

Education Alive Cape Town closed
down at the end of 2011. The work of
Education Alive is continued through
a new NGO called Living through
Learning.
Living through Learning
Living through Learning (“LTL”)
continues to expand the Reading
Adventure Room Programme in 2012.
Two additional schools in Belhar have
been taken on board, expanding the
number of learners to over 900. The
Western Cape Education Department
(“WCED”) curriculum adviser for the
area attended an educator’s
graduation at the beginning of the
year and was very enthusiastic about
the programme and its synergy with
the WCED curriculum.
LTL also offers educator training. In
February this year 21 educators were
trained in the basics of classroom
management and other fundamental
educator skills.
Thuthuka Bursary Fund
The Thuthuka Bursary Fund is a
South African Institute of Chartered
Accountants (“SAICA”) initiative
and was established to provide full
bursaries to between 250 and
300 black African and coloured
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students at selected SAICAaccredited universities. In 2010,
Datatec committed to providing full
bursaries to 10 learners over a
three-year period which is the time
it will take for the students to
complete their accounting degrees.
This year sees the third year of the
three-year commitment.

AIMSSEC uses ICT for its maths training

The African Institute for
Mathematical Sciences Schools
Enrichment Centre (“AIMSSEC”)
AIMSSEC is a voluntary association
established in 2003, which forms part
of The African Institute for
Mathematical Sciences. The
AIMSSEC programme goal is the
extension of educational opportunities
to young people in South Africa and
the introduction of new skills to the
teaching of mathematics and the
raising of standards. AIMSSEC and its
partner, the University of Fort Hare,
encourage teachers to be committed
to lifelong learning. The AIMSSEC
Aiming High Network extends across
South Africa and encourages
teachers to meet regularly in local
groups. They offer a forum for the
sharing of ideas and resources for
mathematics teachers and learners in
South African schools, connected by
modern technology. They are striving
together to improve the teaching and
learning of mathematics in historically
disadvantaged areas. In January
2011, Datatec committed to funding
23 teachers in the Eastern Cape to
attend a two-year professional
development course offered by
AIMSSEC and the Education Faculty
University of Fort Hare. 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
in their own communities.

Siyakhula Education Foundation
Datatec’s long-term support of the
Siyakhula Education Foundation
continues to enable the communitybased computer training centres to
grow and increase their scope and
impact. The computer training centres
provide low-cost, high-quality
end-user computer training to the
surrounding communities of Ivory
Park and Diepsloot by offering
affordable and accessible training in
much-needed IT skills and creates
sustainable employment at the
centres in the process. Among other
achievements, Datatec’s support in
the past year has enabled the
computer centres to effectively double
their impact through the newly
established Diepsloot branch and
ensure that the centres remain
effective, sustainable and replicable.
Some of the highlights include:
Q Over 780 students trained at the
two centres in 2011
Q At least 900 students expected to
receive training in 2012
Q The Diepsloot centre has added an
additional computer lab to meet
student demand
Q The Ivory Park Computer School is
operationally self-sustaining and
permanently employs five
community members
Q An e-learning pilot with high school
learners has begun in Diepsloot
Q The computer centres won the
2011 Microsoft Social Partner of
the Year Award
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CSI CASE STUDY – THE MAHARISHI INSTITUTE
Q

The provision of an IT infrastructure to a tertiary institution dedicated to providing education to
disadvantaged youth in South Africa has enabled them to become more self sustainable

The challenge
Established in 2007, The Maharishi Institute
(“Maharishi”) provides financial, technological and
infrastructural assistance for students who wish to
further their education through tertiary enrolment.
Maharishi offers funding for young South Africans to
study with the institution’s accredited partner providers
via distance learning education methods: the
organisation is founded on the principal of
Consciousness-Based Education (“CBE”), a globally
recognised method centred on holistic
student learning.
Maharishi combines two business models in its
approach: funding access to tertiary and vocational
education, and providing technology training
stimulating entrepreneurship in action. Its onsite call
centre allows students to gain valuable work
experience and earn money while they study through
accreditation programmes of partners of Maharishi.
To provide high-quality support services to young
unemployed South Africans, the organisation required
a first-rate, modern, and efficient technology solution
for internet access, web-based research and online
library materials, elearning platforms, online courses
and high-speed videoconferencing, as well as to
support the call centre infrastructure.

The solution
Datatec was one of the first foundations to come on
board to assist Maharishi with the support it needed.
The Company put in an extensive computer network
with 450 network points on two floors; thereby
facilitating network access in all offices, for all staff
providing all students internet and email access
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throughout the
building. In addition,
Datatec bought 100
computers for
Maharishi and assisted
them in sourcing
hundreds more.
Datatec purchased
two servers for the call
centre, headsets for
staff and voice-over IP
phones. To ensure proper maintenance and ongoing
care for the network, Datatec paid for IP staff to be
trained and become MCITP accredited in order to have a
capable IT team on campus. Datatec also organised an
ICT support company for Maharishi to contact for any
high-level IT infrastructure problems through the course
of its operations.

The result
Today, many students are able to learn and earn through
the support provided by Maharishi, with 500 students
using the building 10 hours a day, using modern
technology around the clock. Datatec proved to be the
catalyst Maharishi needed to get the call centre up and
running and Maharishi is a 40% self-sustaining charity
today, moving ever closer to its goal of eventually being
entirely self-sufficient.
Dr Taddy Blecher, CEO of The Maharishi Institute, says:
“Datatec has a highly intelligent approach to
philanthrophy; they don’t just throw money at a problem
but rather take the time to properly think about the
solutions needed. They give of their time, they
understand where we are going and they have genuinely
been lifesavers for Maharishi.”
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The Maths Centre
The Maths Centre is an NGO
operating in all nine provinces in
South Africa, enhancing teacher
qualifications and student progression
in mathematics and science through
programmes devised specifically
for meeting local needs and in
partnership with departments of
education. In 2002, Datatec donated
R2 million towards the establishment
of a centre of excellence in
Braamfontein, Johannesburg. The
establishment of the centre enabled
the Maths Centre to touch the lives of
thousands of teachers and learners in
the fields of computer-assisted
learning of mathematics and science
for economics, science, technology,
construction and engineering, and
information technology.
In 2011, Datatec committed to
funding the roll-out of a three-year
educator and learner performance
enhancement programme in pure
mathematics and physical science
using ICT in 10 high schools in
Siyabuswa in Dr JS Moroka
municipality in Mpumalanga. The
project started from April 2011 but
was formally launched on 30 May
2011 in the presence of officials from
the Mpumalanga Department of
Education. Siyabuswa is situated in
the cultural heartland of Mpumalanga
and is the centre of the KwaNdebele
Bantustan people. The area is of great
importance to the Ndebele culture.
Less than 23% of the population has
a Grade 12 or higher education
qualification, while 33% has no
schooling at all. It is hoped that the
project will raise both the percentage
of passes in matric maths and
science as well as increase higher
levels of individual performance.

The project focuses on educator and
learner performance enhancement
in both mathematics and physical
sciences from Grade 10 to 12, using
curriculum software pre-loaded on
educator laptops and 20 custom-built
learner laptops (Intel-powered
Classmate PC). The aim is to improve
the educator’s conceptual knowledge,
methodology, competencies and
learner performance using information
communication technology (“ICT”).
The 2011 intervention was just under
six months. A small yet significant
improvement in Grade 12 matric
examination results was noticed. The
class of 2012 is expected to perform
much better. The Maths Centre and
Datatec partnership is set to change
the life chances of a significant
number of youth in Siyabuswa.
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South African schools are not
generating enough students
competent in mathematics. The
national number of good high school
maths passes remains low and
places many young people at a
disadvantage when trying to access
jobs and tertiary education. The
immediate consequences for young
people is that they have limited
options with what to study at tertiary
institutions, while others settle for
entry-level jobs that neither interest
them nor meet their career
aspirations. The long-term
consequences are a lack of skills
and expertise in areas such as
information technology, the
sciences, finance and accounting,
which hinders economic growth and
South Africa’s global
competitiveness.
Started from a single centre in
Dobsonville, Soweto, in 2005, the
programme has expanded to other
centres and provinces of South Africa,
growing student numbers from the
initial 115 in the pilot group to over
3 000 students currently.

ProMaths learners attending a science
class on a Saturday morning

ProMaths
Kutlwanong Centre for Maths, Science
and Technology focuses on addressing
the challenges that South African
schools face in the teaching and
learning of mathematics, science and
accounting. Its objective is to assist
learners to obtain decent passes
(minimum C symbol) in these subjects.
Although the government has
intensified its efforts to improve
maths performances in the country,

The programmes are taught through
teaching centres in townships and
rural areas, based at participating
schools. Children attend classes on
Fridays after school, and on
Saturdays and Sundays.
In 2011, Datatec committed to
funding the roll-out of a three-year
programme focusing on the provision
of extra tuition in maths and science
for 300 learners from 12 different
schools in the Mdantsane area of the
Eastern Cape province.
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CSI CASE STUDY – AFRIKA TIKKUN

Q

The provision of a technology infrastructure empowers thousands in impoverished communities

The challenge
Non-profit organisation Afrika Tikkun was founded in
the mid-nineties with the purpose of empowering
previously disadvantaged South African communities
and people for life, enabling them to become
productive and well-rounded members of society.
To date, this is being achieved through the
organisation’s “Centres of Excellence” in Alexandra,
Hillbrow, Diepsloot, Orange Farm, Delft and Mfuleni;
all of which provide outreach programmes to skill,
educate and empower their beneficiaries. Afrika Tikkun
believes in a holistic development model, which is
focused on nurturing underprivileged people in a
continuum of care to shape South Africa’s future.
By 2006, having grown extraordinarily quickly and
successfully since its establishment, Afrika Tikkun
needed an IT partner to assist it with building and
upgrading its technology capabilities and operational
support infrastructure at the various Centres of
Excellence. This would enable its beneficiaries to
become computer literate, to have access to emails,
the internet and, importantly, the rest of the world. In
addition to this, the IT partner would need to provide
ongoing ICT maintenance and support to Afrika
Tikkun’s centres.

The solution
Datatec rose to the challenge, agreeing to provide
hardware infrastructure and computer resources to five
Centres of Excellence sites in Gauteng’s Diepsloot,
Hillbrow, Orange Farm, Alexandra Township and
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Mfuleni in the Western
Cape. Datatec provided
servers, equipment and all
the hardware structure
necessary for Afrika Tikkun
to continue its
unprecedented growth and
influence in impoverished
communities. Moreover,
Datatec trained community representatives to give
them the tools to maintain the ICT infrastructure,
furthering Afrika Tikkun’s spirit of empowerment.

The result
Afrika Tikkun is able to carry out its work more easily,
as well as to train adults and children to use modern
communications systems. An average of 3 000 people
per month use each facility, bringing the total to
15 000 people benefiting monthly from the five sites
upgraded by Datatec.
Onyi Nwaneri, Afrika Tikkun’s National Manager for
Development, says, “Datatec has done a great deal
for Afrika Tikkun. Apart from assisting us in giving our
communities access to world-class infrastructure,
it has also opened up many lives to the endless
possibilities out there by way of entrepreneurial and
educational opportunities. In addition to this,
Datatec’s employees have really gone out of their
way to be involved wherever possible in assisting
us. The company has a soul, and we have felt
its warmth.”
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ACTIVITIES AND PERFORMANCE – CSI THROUGHOUT THE GROUP
In the year ended 29 February 2012
Datatec subsidiaries have supported
a number of charities globally.

Westcon Group
Westcon Group’s policy is to actively
and enthusiastically support the
welfare of its people, the environment
and local communities wherever we
have a presence. We are proud to
highlight a few of our most impactful
programmes:
Q Westcon Group continues to team
with CRN Magazine UK to support
“Fight Night”. The charity boxing
match builds donations for The
Brooke – an international animal
welfare organisation dedicated to
improving the lives of working
horses, donkeys and mules in
some of the world’s poorest
communities.
Q Westcon and Comstor UK teams
are joining forces for a 1 200 km
charity cycle ride. Cyclists are
teaming with Virgin Atlantic Cargo
and IJS Global to help such charities
as Help for Heroes and Kidney
Health Australia. Help for Heroes
supports those wounded in the
service of the country since 9/11.
Kidney Health Australia is a not-forprofit organisation whose focus is to
improve kidney health outcomes
which lead to substantial
improvements to the quality of life for
people with kidney and urinary tract
diseases, their families and careers,
as well as developing initiatives that
reduce the incidence of kidney
disease in the Australian community.
Q Westcon UK is training for a charity
cycle trek from London to Brighton
in the aid of Diabetes UK. The
charity cares for, connects with,

and campaigns on behalf of all
people affected by and at risk
of diabetes.
Q Both Westcon and Comstor in
the Americas are participating in
fundraising events for such leading
charities as the Avon Foundation,
Red Cross, The United Way,
American Cancer Society and
Salvation Army.
Q Westcon Group employees in the
US regularly hold charity events to
support Susan G. Komen for the
Cure, the largest breast cancer
awareness organisation in the
United States.
Q Across the globe, offices promote
carpooling and bicycle riding
initiatives. The company launched
a new programme in the UK,
whereby employees are
encouraged to commute via
bicycle by offering highly
discounted rental prices with free
maintenance and replacement.

Logicalis
Logicalis encourages their operating
companies in every territory to create
initiatives that help improve the quality
of life for their local communities. Here
are just a few highlights:
During the 2011 holiday season,
Logicalis US donated $55 000 to
61 charities in communities where its
employees work and live; each charity
was nominated and selected by local
employees in one of 16 geographical
regions who also made the cheque
presentation. Their support made a
big difference for community agencies
ranging from food banks and
homeless shelters to healthcare
research and quality of family.

In addition, the Logicalis US “Give
Back to the Community” programme
allows each employee eight hours
of work time each year to support
charities of their choice; total
volunteer hours in 2011 amounted
to 2 900 and 9 325 since April 2008.
Also, the Logicalis US “Catch a
Shining Star” recognition programme
allows employees to nominate their
co-workers for going above and
beyond; employees receiving the
highest level of recognition are
allowed to identify a charity that
Logicalis US donates $200 to in their
name; donations in 2011 amounted
to $1 400 to seven charities and
$3 800 to 19 charities since
March 2009.
Logicalis UK was a gold sponsor
of the Row for Freedom campaign
against human trafficking. The
campaign consisted of the first female
crew to row across the Atlantic, in
order to raise money to rehabilitate
and reintegrate victims of trafficking
back into society. The funds raised
from the Row for Freedom campaign
were shared between ECPAT UK
(End Childhood Pornography and
Trafficking) and The A21 Campaign,
which provides victim after-care and
structural prevention to victims of
human trafficking.
For the sixth year in succession,
Logicalis UK made donations to the
Berkshire Community Foundation
which provides grants to local voluntary
groups to support grassroots projects.
These include young people with
special needs, the disabled, the elderly
and the homeless.
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Logicalis Southern Cone also carried
out several community-oriented
actions. Firstly, a volunteer
programme that fostered several
donations to rural schools in Entre
Ríos province, to deaf-mute people
via ASAM Foundation, to San José
Providente (an association that
develops childhood-related
programmes) and to Nicole (a Buenos
Aires province neighbourhood in
need) – all of which are based in
Argentina. Furthermore, the company
decided to support educational
activities, working with Junior
Achievement (an organisation that
aims at bridging the school-work gap
and fostering entrepreneurship) and
Equidad Foundation (an NGO that
helps people in need gain ICT-related
skills and improve their employability).
Additionally, it supported
Expotrastiendas (a traditional Buenos
Aires art fair organised by the
Argentine Art Galleries Association).
Logicalis Singapore has supported
the SingTel Touching Lives Fund by
participating in its Charity Golf
tournament for the past eight years.
The Touching Lives Fund (“TLF”) is
SingTel’s corporate philanthropy
programme that aims to provide
disadvantaged children and young
people with special needs or who are
at risk, with learning opportunities and
to improve their quality of life.
Launched in 2002 to consolidate
SingTel’s group community support
activities, the TLF has since raised
more than S$22 million for
22 charities. The beneficiaries
supported by the TLF in 2011 were
APSN Chao Yang School, APSN
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Tanglin School, Eden School, MINDS
Lee Kong Chian Gardens School,
the Singapore Cancer Society
and the Spastic Children’s
Association School.
In October 2011, Logicalis Singapore
also took part in a charity drive
organised by SingTel for the residents
of St John’s Home for Elderly
Persons. The charity drive included
food and cash donations, as well as
activities such as performances for
and birthday celebrations with
the residents.

Analysys Mason’s governance
arrangements for CSR have provided
a pivotal role in supporting and
directing their efforts and aspirations
to continually improve their business
sustainability.
Intact
Intact and its employees have a clear
vision to be a positive force in their
community. The company supports
and encourages individual employees
to provide fundraising and other
support to a wide range of charities
and good causes.

Consulting
Analysys Mason
Analysys Mason is committed to
good corporate citizenship and to
supporting community and charity
initiatives that are relevant to the
business, employees, clients and
stakeholders. Over the past year,
Analysys Mason has supported local
and international charities of all sizes.
They have ranged from a local
Manchester project, Francis House –
a children’s hospice, to international
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. In most cases, the
company will match the sponsorship
amount raised by that individual for
a particular individual for a particular
charity. Staff continue to take an
active part in local fundraising events
such as the Chariots of Fire Race in
Cambridge and to support charities
by social fundraising, charity bike
rides or marathon running.

Intact employees participated in the annual
London to Brighton bike ride

Last year a group of Intact employees
participated in the annual London to
Brighton bike ride organised by the
British Heart Foundation. They cycled
a total of 54 miles from Clapham
Common to Brighton Seafront and
raised money for the British Heart
Foundation. Intact also supported
Macmillan Cancer Support and
sponsored World Vision and Cisco’s
Green Park Triathlon 2012.
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ACTIVITIES AND PERFORMANCE – 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:
Q 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:
Q promoting excellence in job
performance in all environmental
matters;
Q attending appropriate seminars
and training opportunities;
Q keeping up to date with advances
in science, technology and
sustainable business practices;
and
Q joining appropriate organisations
and associations.

Seek to minimise waste by:
reusing paper;
Q recycling paper and all other
recyclable products;
Q refilling toner and printer ink
cartridges; and
Q maintaining an electronic filing
system instead of a paper one
where possible.

Westcon

Q

Westcon aims to act responsibly
to minimise the manner in which
commercial activities impact the
environment. Westcon Group
encourages all operations across the
globe to pursue initiatives with the
goal of improving the quality of life
in local communities.

Seek to minimise energy use by:
Q turning off all unused equipment;
Q setting monitors to automatically
power down after non-use;
Q turning off lights;
Q using low-energy bulbs wherever
possible;
Q using solar battery rechargers; and
Q encouraging working from home
where possible.

Their experience indicate that
environmentally responsible business
practices are not only good for the
environment, but encourage new
business, are cost-effective, build
business partnerships and improve
employee loyalty. Therefore, its
implementation is a critical element of
Westcon’s overall business strategy.

Seek to minimise transportation
impacts by:
Q using public transport whenever
possible;
Q sharing a single vehicle for work
and home;
Q maintaining that vehicle and
keeping it regularly serviced;
Q minimising mileage; and
Q support community and other
environmental initiatives by
active involvement.

Purchase environmentally sensitive
products wherever possible by:
Q purchasing products displaying the
“environmental choice” label;
Q purchasing recycled paper
products; and
Q considering packaging,
recyclability and biodegradability
of products.
Datatec subsidiaries monitor their
operations for best environmental
practice.

Westcon Group recognises its
role as a global corporate citizen.
It is committed to working with
employees, suppliers, customers, the
public and environmental agencies to
drive operations in an environmentally
sound manner.
Under this mission, the company
ensures compliance with all
environmental legislation in all
operating locations. Their goal is to
foster an “environmentally conscious”
culture by providing employees with
appropriate information and support
to ensure all work leads with a
consideration of the environment.
Specifically, they work to maintain
plant and machinery to decrease risk
to the environment. They also reduce,
reuse and recycle materials where
possible. Their teams are focused on
implementing processes that assess
and improve good environmental
practices and encourage both internal
and external communications related
to performance of these 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 is good for business.
The Logicalis Group’s Slough, UK
office, maintains an environmental
management system, compliant
with ISO 14001, which 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.
In the UK, Datatec subsidiaries are
part of the Carbon Reduction
Commitment (“CRC”), a mandatory
carbon emissions reporting and
pricing scheme covering all
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organisations using more than
6 000 MWh of electricity per year.
Under the CRC, Datatec’s UK
subsidiaries measure and report their
carbon emissions annually, following a
specific set of measurement rules.
Participants buy allowances from
government each year to cover their
emissions in the previous year. This
means that organisations that
decrease their emissions can lower
their costs under the CRC. Logicalis
UK is the largest consumer of
electricity among Datatec’s UK
subsidiaries because of the significant
power requirements of its data
centres. In constructing its data
centre in Slough, Logicalis UK used
advanced design and latest
infrastructure technology to build an
extremely efficient data centre.
Combining an efficiency centric
system design along with utilising
highly efficient uninterruptible power
systems and a “free cooling” waterbased environment cooling solution,
the solution ensures energy efficiency
is maximised and is among the most
efficient in its class.
Today, Logicalis UK continues to
focus attention on the efficiency of its
data centre operations leading to
incremental increases in the efficiency
as measured by PUE (Power Usage
Effectiveness). This is incremental to
the design and build work Logicalis
UK reported last year and is resulting
in reductions in the PUE of 4% to 6%.
Logicalis US adopted a national
partnership with Cintas a few years
back to provide for paper recycling
throughout all offices. Every quarter
Cintas provides Logicalis US with a
certificate reflecting the number of
trees they have saved based upon
the gross weight of paper recycling.

Logicalis UK continues to focus attention
on the efficiency of its data centre
operations

With 24 offices across the US,
Logicalis prefers to engage
prospective landlords to understand
any green initiatives they comply with,
or are implementing. This can range
anywhere between Leadership in
Energy and Environmental Design
(“LEED”) certified building attainment,
providing for office lights which
automatically shut off upon sensing
non-activity (as installed in the
corporate HQ), and more efficient
power supply solutions into the
building.
Logicalis US complied with and met
conditions within a thorough initiative
IBM was driving early last year. Part of
that compliance effort was focused
around Logicalis initiatives as
described above, as well as product
certification which emphasises power
consumption reduction in new
hardware coming out on the market.
Logicalis US is also on a toner
recycling programme with Global at
the Farmington Hills, Michigan, and
Auburn Hills, Michigan, locations.
In South America, for the third
consecutive year, Logicalis Southern
Cone carried out paper and plastic
recycling campaigns for the
Foundation of Garrahan Hospital
in Argentina, an institution focused
on complex treatments for children.
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The campaigns involve office
collection of disposable paper and
plastic cups, to be donated for
recycling to the Foundation.

Consulting Services
Analysys Mason recognises the
importance of its environmental
responsibilities, monitors its impact
on the environment, and designs and
implements policies to reduce
damage that might be caused by
the company’s activities. Key
environmental aspects have been
identified, and actions to address
them are discussed at regular
management reviews. Initiatives
designed to minimise the company’s
impact on the environment include
recycling, reducing energy
consumption and, where feasible,
procuring materials from
sustainable sources. The company
also supports responsible waste
disposal and select offices support a
cycle-to-work scheme.

Analysys Mason has an environmental
policy to which senior management is
committed. Policies and procedures
are published on the company
intranet, and are intended to comply
with Environment Management
Standard ISO 14001. In keeping with
the requirements of the ISO 14001
standard and to ensure adherence
to the company’s environmental
policy, training is carried out across
the various office locations, and
audits are completed as part of the
integrated audit schedule.
The company is aware of the need
to control our energy consumption
and carbon emissions in order to
minimise climate change; there is
a low-carbon travel policy and this
encourages staff to make use of
teleconferences and meeting via the
internet. They are also working with
their travel suppliers to investigate
ways of offsetting carbon emissions
whenever travel is booked.
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Intact aims to comply with
Environment Management Standard
ISO 14001.
Intact maintains 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.
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VALUE ADDED STATEMENT for the year ended 29 February 2012

2012
US$’000

2011
US$’000

5 033 394

4 302 972

7 623

6 030

(4 418 790)

(3 781 547)

622 227

527 455

439 250

403 956

21 905

16 210

48 612

26 540

509 767

446 706

39 547

37 205

290

5 698

Minorities’ interests

(8 223)

(4 047)

Equity holders of the parent

80 846

41 893

622 227

527 455

Revenue
Other income not included in revenue:
Interest received
Less: Paid to suppliers for materials and services
Total value added
Distributed as follows:
Employees
Salaries, wages and benefits
Providers of capital
Financing costs
Government
Taxation – current
Total value distributed
Portion of value reinvested to sustain and expand the business
Depreciation and amortisation
Deferred taxation

Total value distributed and reinvested

2011

2012
15%

18%
5%
3%

8%
3%
71%

QEmployees
Q Providers of capital
Q Government
Q Reinvested in the group
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77%

QEmployees
Q Providers of capital
Q Government
Q Reinvested in the group
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VALUE CREATION
Value creation for stakeholders in

among key stakeholders as

purely financial terms is readily

shown below:

measurable and is recorded in the

Q

Q

8% (2011: 5%) of the value created
was distributed directly to

71% (2011: 77%) of the value

governments in the jurisdictions in

value added statement. Of equal

created was distributed to

importance though are the ways

employees in the form of salaries,

Datatec adds value to the sustainable

wages and benefits. It should be

created was distributed to the

development of its customers,

noted that this element represents

Group’s providers of loan capital in

employees and other stakeholders

the gross payments to employees.

including the communities in which

Employee tax and social taxes are

it operates in ways which are less

deducted from this in accordance

added during 2012 was retained

readily represented in financial terms.

with the laws of the jurisdictions in

in the Group for reinvestment to

which the employees are employed

sustain and expand the business.

which the Group operates.

During 2012, Datatec added

and remitted to the governments

$622 million of value (2011:

concerned in a secondary

$527 million) which was distributed

distribution of the value generated

Q

3% (2011: 3%) of the value

the form of interest payments.
Q

18% (2011: 15%) of the value

from Datatec’s operations.

Datatec’s value creation has translated into value for shareholders as reflected in the share price
illustrated below
DATATEC CLOSING PRICE VS JSE TECHNOLOGY INDEX
WEEKLY 01/03/2006 – 30/04/2012 BASED AT 100 AT START
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IR AND STAKEHOLDER 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.
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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. The chairmen
of the Audit, Risk and Compliance
Committee, Social and Ethics
Committee, Remuneration
Committee and Nomination
Committee attend the Annual
General Meeting and are available
to answer questions on the activities
of the committees.

another key stakeholder group with
which consultation and engagement
happens on a daily basis, primarily
through the senior management of
Westcon and Logicalis, but also via
the executive directors of Datatec
itself. Suppliers often operate auditing
systems to give them assurance that
their policies and procedures are
being adhered to by their distributors
(such as Westcon) or resellers (such
as Logicalis). Datatec’s approach is
to have an open and frequent
two-way discussion with vendors
on all matters.

Datatec also communicates
regularly with the investment
analyst community with the aim of
disseminating information about
the Group to the wider investment
community beyond existing
shareholders. Datatec was delighted
to receive recognition of the success
of its stakeholder engagement in this
area from the Investment Analysts’
Society of South Africa which has
awarded Datatec its “Best Reporting
and Communications Award” in the
sector “Best Presentation to the
Society” in 2011/12 in the sector for
companies with market capitalisation
on the range R5 billion to R20 billion.

Likewise, customers are a
fundamental stakeholder group and
consultation with them is essential
for the Group’s divisions to succeed.
Divisions need to communicate fully in
order to be accepted as suppliers by
their customers and also need to
continue a dialogue with them, in
order to maintain a successful
business partnership.

Datatec’s suppliers of ICT equipment
(often termed “vendors”) constitute

The Group’s employees constitute a
stakeholder group on which the
Company and its divisions place the
highest importance. Consultation with
these employee stakeholders is
undertaken primarily at divisional level,
by means of a consultative approach
by management, as well as formal
employee satisfaction surveys.
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CORPORATE GOVERNANCE
In the opinion of the Board, good

endorse the King III Code. In

and annual financial statements) the

corporate governance is fundamental

addition, the Board has adopted

principles articulated in the King III

to the relationship between a

the principles of corporate

Code have been applied or, if not

company and its stakeholders.

governance contained in the UK

applied, relevant explanations noted

The Group is fully committed to the

Corporate Governance Code issued

in the appropriate section of the

principles of openness, integrity,

in June 2010 by the UK Financial

Group’s integrated report. In addition,

accountability and sustainability,

Reporting Council (the “UK Code”).

the Group has complied with the

which are essential for good

main principles of the UK Code

corporate governance, in its

Throughout the year ended

interactions with shareholders and

29 February 2012 (and up to the date

all other stakeholders. All directors

of approval of this integrated report

during that period.

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

Corporate governance

Shareholders

Nomination
Committee

Remuneration
Committee

Social and Ethics
Committee

Combined
Assurance
provided by:
Q External audit
Q Internal audit
Q Other
independent
assurance
providers
Q Management

Audit, Risk and
Compliance
Committee

Strategy – Budget – Risk management

Executive directors – CEO and CFO

Divisional group boards (Westcon,
Logicalis, Consulting Services)

ACCOUNTABILITY

DELEGATION

Board of Directors

Financial reporting
and Compliance
Committees
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CORPORATE GOVERNANCE

CONTINUED

The Board

The Board formally evaluates the

set out in the Board Charter

The Board of Directors is the Group’s

independence of the non-executive

for the financial year ended

governing body. At 29 February 2012,

directors annually having due regard

29 February 2012.

the Board consisted of eight

to the relevant factors which might

directors, two being executive

impair independence. The result of

To fulfil their responsibilities adequately,

directors and six non-executive

the evaluation during the year under

directors have unrestricted access to

directors who are independent as

review is that the Board considered

timely financial and other information,

defined in the JSE Listings

all its non-executive directors to be

records and documents relating to the

Requirements. Rob Evans was

independent. The evaluation had

Group. During the year, the Board

appointed to the Board on

particular regard to the fact that

received presentations from the

1 May 2012.

Chris Seabrooke and Nick Temple

management teams of its major

have served on the Board for more

subsidiaries enabling it to explore

The non-executive directors draw on

than nine years. However, the Board

specific issues and developments in

their experience, skills and business

was of the unanimous opinion that

greater depth. Directors are provided

acumen to ensure impartial and

this fact did not compromise either

with guidelines regarding their duties

objective viewpoints in decision-

of their independence.

and responsibilities as directors and a
formal orientation programme has

making processes and standards
of conduct. The directors consider

The Board retains full and effective

been established to familiarise

the mix of technical, entrepreneurial,

control over the Group and monitors

incoming directors with information

financial and business skills of the

the executive management and

about the Group’s business,

directors to be balanced, thus

decisions in the subsidiary

competitive position and strategic

enhancing the effectiveness of

companies. The Board’s

plans and objectives.

the Board.

responsibilities include: the adoption
of strategic plans; monitoring of

At the request of the Group, John

Stephen Davidson is non-executive

operational performance and

McCartney, continues to fill the role

Chairman and Jens Montanana is

management; determination of policy

of non-executive director of Westcon

the Chief Executive Officer. The

and processes to ensure the integrity

Group, Inc. in New York and is

separation of these two roles ensures

of the Group’s risk management and

separately remunerated for those

a balance of authority and precludes

internal controls; communications

services. The Board has determined

any one director from exercising

policy; and director selection,

that this does not impinge on his

unfettered powers of decision

orientation and evaluation. The

independence on the Datatec Board.

making. Nick Temple is the senior

responsibilities of the Board are set

independent non-executive director.

out in full in its Charter.

The Board reviews its own
performance and that of its

The Nomination Committee has
determined that the Chairman of the
Board shall serve for a term of office

The Board Charter is available
on the Group’s website:
www.datatec-group.com

that the Chairman may not serve
as Chairman for more than three
successive terms of office of
three years.

The Charter was comprehensively
reviewed and updated in 2010
to reflect the King III Code and the
Companies Act of 2008. The directors
are of the opinion that they have
adhered to the terms of reference
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of questionnaires completed by
individual directors and discussed
at Board and committee meetings.

of three years, whereafter the
Chairman shall be re-elected and

committees annually by means

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.
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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 2012 Annual General Meeting,
Mr McCartney, Prof Nkuhlu and
Mr Seabrooke will retire by rotation
and, being eligible, will offer
themselves for re-election. 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,

p176 – p187

appointment of Mr Evans as a
director will be proposed. On behalf
of the Board, the Chairman confirms
that the performance and
commitment of Mr Evans throughout
his period of office have been highly
satisfactory. The Board therefore
unanimously recommends the
ratification of the appointment of
Mr Evans and recommends
shareholders vote in favour of his
election as a director at the Annual
General Meeting.

the performance and commitment of
Mr McCartney, Prof Nkuhlu and Mr
Seabrooke throughout their periods of
office have been highly satisfactory.
The Board unanimously recommends
the reappointment of Mr McCartney,
Prof Nkuhlu and Mr Seabrooke and
recommends shareholders vote in
favour of the relevant resolution at the
Annual General Meeting.
Also at the 2012 Annual General
Meeting a resolution to ratify the

Directors’ attendance at Board meetings during the 2012 financial year and subsequently to the date of this report
(all meetings were scheduled):
9 March
2011

10 May
2011

26 July 11 October 17 January
2011
2011
2012

7 March
2012

14 May
2012

SJ Davidson

P

P

P

P

P

P

P

IP Dittrich

P

P

P

P

P

P

P

RP Evans

—

—

—

—

—

—

P

P

P

P

P

P

P

P

O Ighodaro
JF McCartney

P

P

P

P

P

P

P

JP Montanana

P

P

P

P

P

P

P

LW Nkuhlu

P

P

P

P

P

P

P

CS Seabrooke

P

P

P

P

P

P

P

NJ Temple

P

P

P

P

P

P

P

P = Present
— = Not a director at the time

The Board has established four committees to assist it with its duties:
Q Audit, Risk and Compliance Committee
Q Social and Ethics Committee
Q Remuneration Committee
Q Nomination Committee
The Nomination Committee has determined that the chairs of these Board committees shall serve for a term of office
of three years; whereafter the committee chair shall be re-elected. Further, that the chair of a committee may not serve
as chair of that committee for more than two successive terms of office of three years.
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Audit, Risk and Compliance
Committee
The Audit, Risk and Compliance
Committee comprises three
independent non-executive directors:
Q Chris Seabrooke (Chairman)
Q Funke Ighodaro
Q Wiseman Nkuhlu
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 – BSc (Honours)
from Salford University, 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 committee operates within
defined terms of reference as set out
in its Charter and the 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,
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.
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Directors’ attendance at Audit, Risk and Compliance Committee meetings
during the 2012 financial year and subsequently to the date of this report
(all scheduled meetings):
9 March
2011

9 May 10 October 12 March
2011
2011
2012

10 May
2012

CS Seabrooke

P

P

P

P

P

O Ighodaro

P

P

P

P

P

LW Nkuhlu

P

A

P

P

P

P = Present
A = Absent

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 as set out in its Charter.
The Audit, Risk and Compliance
Committee’s Charter is available
on the Group’s website:
www.datatec-group.com or
from the Company Secretary.

Furthermore, the committee is
satisfied that it has complied with its
legal and regulatory responsibilities
throughout that period.
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 CFO. 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.
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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.
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 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.

Social and Ethics Committee
The Board has established a Social
and Ethics Committee under the
terms of the Companies Act, 71 of
2008. This committee is chaired by
Prof Nkuhlu and in addition comprises
the CEO, Mr Montanana, and CFO,
Mr Dittrich. It held its inaugural
meeting on 2 March 2012 at which
it adopted its Charter.
The Social and Ethics
Committee’s Charter is available
on the Group’s website:
www.datatec-group.com or
from the Company Secretary.

The committee will review 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.

p95 – p175
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has regard to the OECD
recommendations regarding
corruption and monitors the
application of Datatec’s Code of
Ethics and other anti-corruption
initiatives within the Group. Its role
also includes the promotion of
equality and prevention of unfair
discrimination under the terms of the
Employment Equity Act in South
Africa and similar legislation relating
to the Group’s other operations
throughout the world.
The committee will also monitor
compliance with the Broad-Based
Black Economic Empowerment Act in
the Group’s South African subsidiaries.
In summary, the committee’s role
can perhaps best be described as
overseeing the good corporate
citizenship of the Group on behalf
of the Board.
The Chairman of the committee will
attend the Annual General Meeting
and report to shareholders on the
matters within its mandate.

The committee’s role includes
monitoring the ethical aspects of the
Company’s employment activities and
social and economic development.
Particular attention is given to the
10 United Nations Global
Compact Principles which Datatec
wholeheartedly supports and the
Social and Ethics Committee will be
responsible for monitoring. These
principles will be referred to later in
this report. The committee also
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Remuneration Committee
The Remuneration Committee
operates under terms defined in its
Charter, which has been approved by
the Board.

The Remuneration
Committee’s Charter is available
on the Group’s website:
www.datatec-group.com or
from the Company Secretary.

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:
Q Oversee the setting and
administering of remuneration at
all levels in the company.
Q Determine, agree and develop the
Company’s general policy on
executive and senior management
remuneration so that it will promote
the achievement of strategic
objectives and encourage
individual performance.
Q Ensure that the remuneration policy
is put to a non-binding advisory
vote at the general meeting of
shareholders once every year.
Q Determine specific remuneration
packages for executive directors
of the Company, including basic
salary, benefits in kind, annual
performance-based bonuses,
share incentives and pensions
ensuring that the mix of these
remuneration elements meets the
Company’s needs and strategic
objectives.
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The Remuneration Committee’s meetings during the 2012 financial year and
subsequently to the date of this report (all scheduled meetings), together with
the attendance of the committee members, are as follows:
10 May
2011

26 July 11 October 7 March
2011
2011
2012

10 May
2012

SJ Davidson

P

P

P

P

P

JF McCartney

P

P

P

P

P

CS Seabrooke

P

P

P

P

P

NJ Temple

P

P

P

P

P

P = Present

Q

Q

Q

Q

Q

Q

Determine any criteria necessary
to measure the performance of
executive directors in discharging
their functions and responsibilities
and review the outcomes of the
implementation of the remuneration
policy for whether the set
objectives are being achieved.
Give the executive directors
every encouragement to
enhance the Company’s
performance and to ensure that
they are fairly, but responsibly,
rewarded for their individual
contributions and performance.
Review the terms and conditions
of executive directors’ service
agreements, taking into account
information from comparable
companies when relevant.
Determine any grants to executive
directors and other senior
employees made pursuant to the
Company’s share schemes and
satisfy itself as to the accuracy of
recorded performance measures
that govern the vesting of incentives.
Select an appropriate comparator
group when comparing
remuneration levels.
Regularly review incentive
schemes to ensure continued
contribution to shareholder value
and that these are administered in
terms of the rules.

Advise on the remuneration of
executive and non-executive
directors.
Q Oversee the preparation of, and
recommend to the Board, the
remuneration report, to be included
in the integrated report.
Q

The Remuneration Committee
employs the services of specialist
consultants in the field of executive
remuneration to assist it when
necessary. The consultants which
have been retained in this role to
date are Towers Watson and
PricewaterhouseCoopers.
The composition of the Remuneration
Committee during the 2012 financial
year was:
Q Stephen Davidson (Chairman)
Q Chris Seabrooke
Q Nick Temple
Q John McCartney
The Board has decided to apply the
King III recommendation that the
Chairman of the Board should not
also chair the Remuneration
Committee and accordingly Stephen
Davidson will step down as
Remuneration Committee Chairman
at the AGM when John McCartney
will become Chairman of
the committee.
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During the year ended 29 February
2012, the Remuneration Committee
worked on the following specific
matters in addition to its normal
annual programme:
Q Changes to the variable pay/basic
pay balance for executive directors.
Q Changes to the structure of the
Group’s share-based remuneration
plans, including removing the
retesting and increasing the
performance conditions. These
changes were approved by
shareholders at the AGM in
September 2011.
Q Changes to the structure of the
Deferred Bonus Plan, which were
also approved by shareholders at
the AGM.
These matters are all explained in
detail later in the remuneration section
of the report on pages 81 to 93.
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:
Q Stephen Davidson (Chairman)
Q John McCartney
Q Chris Seabrooke
Q Nick Temple
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
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The Nomination Committee’s meetings during the 2012 financial year and
subsequently to the date of this report (all scheduled meetings), together with
the attendance of the committee members, are as follows:
9 February 11 October
2011
2011

7 March
2012

SJ Davidson

P

P

P

JF McCartney

P

P

P

CS Seabrooke

P

P

P

NJ Temple

P

P

P

P = Present

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 Nomination 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.
During the year ended 29 February
2012, the Nomination Committee
worked on the following specific
matters in addition to its normal
annual programme:
Q Review and approval of the
appointment of Rob Evans
as executive director and
incoming CFO.
Q Proposal to introduce terms of
office of three years for the
Company Chairman and
committee chairmen and a limit

of two consecutive terms to
be served.
The Chairman of the committee
reports on the committee’s activities
at each Board meeting and will be
available at the AGM to answer
questions about the committee’s
work.

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 96.
The Company Secretary maintains an
arm’s length relationship with the
Board as recommended by the King
Code. During the next financial year,
the Board will commence an annual
evaluation of the competence,
qualifications and experience of the
Company Secretary and report on
this in future annual reports.
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RISK MANAGEMENT
Overview

Group’s main business streams. The

impact, high-probability risks at the top

The Board is responsible for the total

Board also draws on the experience

right hand corner. Each subsidiary

process of risk management and has

of its non-executive directors in other

group maintains a record of its risk

established an ongoing process for

fields of business in setting the

assessment in the form of a “risk

identifying, evaluating and managing

Group’s approach to risk in a wider

register” and Datatec also maintains a

the significant risks faced by the

context. The Board and the Audit,

Group-level register. The risk registers

Group. The risk management process

Risk and Compliance Committee

and risk maps are reviewed twice a

involves the identification of the key

monitor risk management activities as

year by the financial reporting and

risks facing the business and the

a standard item on their agendas and

compliance committees of the

implementation of controls to mitigate

actively participate in discussions

subsidiary divisions and by the Audit,

the risks where possible. The Board

around risk topics raised.

Risk and Compliance Committee.

over the identified risks are operating

Each of the significant subsidiaries

High-risk areas are further analysed

effectively by means of external and

of Datatec regularly reviews their

to identify potential root causes. This

internal assurance providers including

strategic risks, and follows a

allows Datatec to better understand

the external auditors, internal auditors

consistent approach by identifying and

the contexts within which risks occur

and other professional advisers as

prioritising high-risk areas, according

and identify probable areas for risk

well as from management itself. The

to standard risk-rating guidelines

mitigation and organisational control.

Board has implemented a formal

based on impact and likelihood.

Risks across all aspects of the

combined assurance framework in

Impact ratings are broadly defined in

Group’s sphere of operations are

order to coordinate and monitor the

terms of the following assessment

considered, including financial,

provision of assurance, explained in

criteria: financial thresholds;

market, political and operational risks,

detail on pages 78 and 79. The Board

operational impacts; regulatory

as well as social, ethical and

sets the level of risk tolerance and

compliance; customer and community

environmental risks.

limits of risk appetite for Datatec as

impacts; employee impacts and

part of its strategic direction of the

reputational impacts. Similarly,

Mitigating controls and associated

Group. In evaluating the risk of

likelihood ratings are defined in terms

monitoring/assurance activities have

acquiring new businesses and

of the overall likelihood of a risk

been identified for each high-risk area.

entering new geographies as well as

materialising. These criteria form the

In addition, responsible executive level

directing the development of existing

basis for allocating ratings that

staff members are assigned to

businesses, the Board takes a

prioritise risks on a “risk map” grid with

monitor and manage specific risk

prudent approach to risk informed by

low-impact, low-probability risks at the

areas on behalf of the Group on an

many years of experience in the

bottom left hand corner and high-

ongoing basis. The Group has a

obtains assurance that the controls
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combined assurance framework to

control systems throughout this

inadequate. Ratings are also reviewed

ensure these assurance activities are

period. The Group’s internal control

by the Audit, Risk and Compliance

properly coordinated, and therefore

and accounting systems are designed

Committee.

that adequate assurance is obtained

to provide reasonable, but not

that the controls in place over the

absolute, assurance as to the integrity

In addition, there are documented

identified risks are operating

and reliability of the financial

and tested procedures in the major

effectively. The combined assurance

information and to safeguard, verify

subsidiaries which will allow these

approach is explained further on

and maintain accountability of its

subsidiaries to continue their critical

pages 78 to 80.

revenues and assets. These controls

business processes in the event of a

are implemented and maintained by

disastrous incident impacting their

skilled Company personnel.

activities. Such documented

Simon Morris, Group Corporate
Director and managing director of

procedures are reviewed annually

the Company’s corporate company

The Board has conducted a review of

and, where weaknesses are identified,

secretary, is also the Chief Risk Officer.

the effectiveness of the Group’s risk

the relevant subsidiaries are required

management and is able to report

to rectify them.

The Group reports annually on key

that procedures are in place for

risk areas identified by the risk

monitoring and evaluating the

assessment processes described

effectiveness of the internal controls.

The governance of information
technology
The Board has ensured that the

above – see pages 74 to 77.
These procedures, incorporating

governance of IT is firmly embedded

Financial and internal control

internal and external assurance

in its risk management culture by

Principle C.2 of the UK Code states

providers, are coordinated and

identifying IT risk as one of the risks

that the Board is responsible for

assessed by the combined assurance

to be managed across all operations

determining the nature and extent of

framework which is described in more

(in addition to those identified by

the significant risks it is willing to take

detail on pages 78 and 79.

divisional management) with controls

in achieving its strategic objectives.

and assurance provision to be

The Board has applied this principle in

Local management is required to

maintained and reviewed in the same

its approach to risk management and

complete and submit control self-

way as for other risks. The Board has

internal control throughout the

assessment programmes annually

added a review of IT governance

financial year under review and up to

and management is monitored

procedures operated by the Group’s

the date of approval of the annual

against internal control norms in all

major divisions to its annual timetable

report and accounts, maintaining

Group companies. Action is taken

so that it may carry out its IT

sound risk management and internal

where ratings are considered to be

governance role.
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Compliance framework and
processes

in accordance with the risk

procedures includes summary
analysis of:
Q

Q

Q

management procedures outlined

Each division manages compliance

above. The operating divisions’

all annual risk assessment and

with relevant laws and regulations

financial reporting and compliance

associated risk mitigation processes

which the Audit, Risk and Compliance

committees report on each category

and techniques performed at the

Committee has divided into the

of legislation above, noting whether

division level;

following broad categories for the

any breaches of compliance have

all industry standard IT audits

purposes of monitoring compliance.

been identified.

performed at the division level on

These are considered to be the main

a regular basis throughout the

themes/classes of legislation which

year; and

contain the biggest risk to Datatec in

Organisational integrity
and ethics

specific progress reports on any

the event of breach:

The Group operates on a basis of

large-scale IT projects, as required.

Q

Management reporting

Q

The Group has established
management reporting disciplines

Q

which include the preparation of
annual budgets by operating entities.

Q

Monthly results and the financial status

Corporate law – companies acts,

decentralised management across

financial reporting

numerous countries and a Code of

Financial law – anti-money

Ethics has been approved by the

laundering, fraud

directors and has been implemented

Export regulations – trade

throughout the Group. All employees

sanctions, foreign corrupt practices

are required to maintain the highest

Import regulations – including duty

level of ethical standards in ensuring

and VAT

that the Group’s business practices

of operating entities are reported

Q

Taxation

are conducted in a manner that, in all

against approved budgets. Profit

Q

Securities law – insider dealing,

circumstances, is above reproach.

stock exchange compliance

The directors believe that the required

Employment law – unfair dismissal,

ethical standards have been met

capital, borrowing facilities and bank

employment practices, health

during the year under review.

covenant compliance are monitored

and safety

projections and cash flow forecasts
are reviewed regularly, while working

on an ongoing basis. All financial

Q

Q

reporting by the Group, including

Intellectual property, trademarks,

Datatec maintains a performance-

patents

driven culture of full disclosure and

external financial reporting and internal

Q

Competition legislation

transparency in which individual

management reporting, is generated

Q

Customer protection legislation

employees assume responsibility

from the same financial systems which

for the actions of the business.

are subject to the internal controls and

Each category is considered in the

The integrity of new appointees is

risk management procedures

risk assessment process and, if

assessed in the selection and

described above.

appropriate, the risk is recorded on

promotion process and the basis of

the risk register and managed

ethical conduct as set out in the
Code of Ethics is entrenched in the
Company culture.
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The Code of Ethics is available
on the Group’s website:
www.datatec-group.com

pages 78 and 79. The Board obtains

incentives during certain “closed

a formal letter of assurance annually

periods”. In light of the JSE Listings

from each of its subsidiary divisions

Requirements, the insider trading laws

(supported by similar representations

and good corporate governance, the

p95 – p175
p176 – p187

from the divisions’ own subsidiaries)

Datatec Remuneration Committee has

All employees are required to sign up

which provides the Board with

advised that employees are not

to the Code of Ethics (which is termed

assurance over the operation of

permitted to exercise their share-

a Code of Conduct in the Group’s

the risk management processes

based incentives during closed periods

USA subsidiaries).

described above, including the

or when in possession of unpublished

operation of internal controls over

price-sensitive or inside information

All employees of the Group have been

financial and IT risks, compliance

relating to Datatec. The closed periods

notified of a “whistle-blowing hotline”

with legislation, and their ethical

include the periods between Datatec’s

telephone number which is available to

and sustainable management of

interim and financial year-end reporting

call to report anonymously any matter

the business.

times and the dates on which the

of concern. Any matter reported in this

relevant results are published, and any

way is referred to the Audit, Risk and

Share dealings

time when Datatec is trading under a

Compliance Committee which has in

The Company has a share dealing

cautionary announcement.

place a documented procedure for

code to regulate dealings by its

handling complaints made via the

directors and applicable employees

Employees may nonetheless on

whistle-blowing hotline or in any

in the Company’s shares.

application, and at the sole discretion

other way.

of the directors, be allowed to exercise
No Group director or employee may

their share-based incentives while

All matters reported on the whistle-

deal, directly or indirectly, in Datatec

Datatec is trading under a cautionary

blowing hotline during the year under

shares or derivative financial

announcement provided that the

review were investigated by the Audit,

instruments on the basis of previously

JSE Listings Requirements and the

Risk and Compliance Committee

unpublished, price-sensitive

relevant insider trading laws permit the

independently of management and

information.

exercise of options at the relevant time.

upon investigation were found not to
be significant.

Employees exercising their options in
Restrictions are imposed upon

these circumstances will be required to

directors and senior management in

sign a declaration confirming that they

Management assurance

the trading of Datatec shares and

are not in possession of unpublished

Management assurance forms part

upon all employees regarding the

price-sensitive or inside information

of the Group’s combined assurance

exercising of Datatec share-based

relating to Datatec.

framework that is explained on
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COMBINED ASSURANCE
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 Group. 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 74 to 77.
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,
Consulting Services division and
Datatec Group have been developed
using the same principles for each.
The following basic steps were taken
to develop the combined assurance
model:

Step 1: Identification of risk
Each subsidiary group has identified
the key risks it faces and documented
these in its risk register as described
on page 74. 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
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embedded within the financial and
IT processes. These risks do not
necessarily have a direct link to the
achievement of Group objectives, but
need to be managed on an ongoing
basis in order to support operations.
It is also important for the Audit, Risk
and Compliance 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.

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 its risk registers. For
financial controls, certain assumptions
were made based on a generic
understanding of these processes.

Management

Internal
assurance
providers

External
assurance
providers

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.

COMBINED ASSURANCE

RISK AREAS AFFECTING
THE COMPANY

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.
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There are normally four roleplayers 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.
1. Management-based assurance:
Management oversight including
strategy implementation,
performance measurements,
control 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

(roleplayers) were identified. The
assurance providers identified have
been documented in the combined
assurance framework.

Step 4: Assessment of 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).
Management was asked to validate
the initial estimation of assurance
provision and then maintain the
framework as part of the ongoing risk
management process.

Step 5: Conclusion and
development of action plans
From the above exercise,
management was able to conclude
on the completeness and
appropriateness of the current
assurance activities per risk identified.
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A rating scale was developed to
conclude on each:
Q Sufficient cover – no improvement
required.
Q Limited cover – improvement
required.
Q No/inadequate cover – significant
improvement required.
Q Potential inefficiencies – oversight/
assurance overload.
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 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 to Ernst & Young.
Internal audit operates within defined
terms of reference as set out in its
Charter, and the authority granted to
it by the Audit, Risk and Compliance
Committee and the Board, and
reports to the Audit, Risk and
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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.
The Ernst & Young internal audit team
reports to the Chief Risk Officer on
day-to-day 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 and in
addition has unfettered access to the
CEO as required.
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.

External audit
The Audit, Risk and Compliance
Committee is responsible for
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recommending the external auditor
for appointment by shareholders and
for ensuring that the external auditor
is appropriately independent.
Shareholders have appointed
Deloitte & Touche as external
auditors to the Group and their
reappointment will be sought at the
Annual General Meeting.
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,
Risk and Compliance 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, Risk and Compliance
Committee regularly reviews the
external auditors’ 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 likely to
be in excess of 50% of the audit fee.
The external auditor has the policy of
rotating the lead audit partner and
those of South African subsidiaries
every five years and 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
Nothing has come to the attention of
the Board or arose out of the internal
control self-assessment process,
internal audits or year-end 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, aboveaverage returns to shareholders.
The role of the Remuneration
Committee is explained in detail on
page 72.

Remuneration Committee has regard
to the necessity of being competitive
in the different parts of the world in
which the Group operates, particularly
the US and the UK.
The remuneration policy distinguishes
between three main elements of
remuneration:
Q Basic salary
Q Short-term incentive – annual
bonus plan
Q Long-term incentive – share-based
remuneration plans
The metrics by which the remuneration
in the latter two elements is
determined are aligned directly with
the creation of shareholder value.

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.

Summary of remuneration

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

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 reward 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

This remuneration policy was put
before shareholders for an advisory
vote at the Annual General Meeting
on 14 September 2011 and received
overwhelming support from
shareholders. The remuneration policy
will again be put before shareholders
for an advisory vote at the 2012
Annual General Meeting.

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 based in the US
and the UK. Individual performance is
also taken into consideration. For this
benchmarking process the committee
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
29 February 2012, the Remuneration
Committee determined that the base
salary of the Chief Executive Officer
would not increase, preferring instead
to direct any increase in remuneration
towards the variable elements of
remuneration related to Company
performance. The Chief Financial
Officer’s base salary for the financial
year ended 29 February 2012 was
aligned with international comparators
following a benchmarking exercise
carried out by a third-party adviser.
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
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of corporate performance and the
achievement of individual objectives
congruent with the Company’s
business strategy.
For the year ended 29 February 2012,
the targets set by the Remuneration
Committee for the corporate
performance element of the bonus,
constituting 75% of the potential
bonus, were as follows:
Q Share price growth – 20% growth
being the target – which is the
primary measure of the Group’s
strategy to deliver sustainable
above-average returns to
shareholders.
Q Underlying earnings per share
(“uEPS”) – the target being the
budget uEPS in the Group’s
budget approved by the Board in
March 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.
Q EBITDA – the target similarly being
the budget, but in this case the
measure is an absolute indicator
of operational achievement rather
than a per share earnings figure.

The bonuses payable to the
executive directors in respect
of the year ended 29 February
2012 are disclosed later in
Note 23 of the annual financial
statements on page 141.

For the financial year ended
29 February 2012, the on-target bonus
level was set at 125% of base salary
for the Chief Executive Officer and 75%
of base salary for the Chief Financial
Officer, and the bonus was capped at
200% of base salary for the Chief
Executive Officer and at 120% of base

salary for the Chief Financial Officer.
These on-target bonus levels 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 was not
awarded an increase in base salary for
a 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 29 February 2012, shown as a percentage of base salary and split by the
bonus elements described above, is shown below:
CEO bonus composition as a
% of basic salary

CFO bonus composition as a
% of basic salary

160

160

140

140

120

Personal KPIs

120

100

EBITDA

100

80

Share price

60

Underlying EPS

40
20

These corporate performance
targets are based on the KPIs
selected by the Board to
monitor progress against the
Group’s overall strategy as
explained on page 21 of
this report.

The personal performance element,
constituting 25% of the potential
bonus, includes several key
performance indicators for each
executive director which are also
aligned to the Group’s overall strategy.

82 Datatec Annual Report 2012

60
40
20

0

0

On target Achieved

On target Achieved

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:
CEO bonus composition as a
% of basic salary

CFO bonus composition as a
% of basic salary

160

160
140

140
120

Personal KPIs

120

100

EBITDA

100

80

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.

80

Share price

60

Underlying EPS

40

80
60
40
20

20

0

0

On target Achieved

On target Achieved
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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 in note 23 of
the annual financial statements.
During the financial year under review,
the Group contributed an amount of
15% of the executive director’s base
salary for JP Montanana to a private
pension scheme, and 15% of the
executive director’s base salary for
IP Dittrich split between the Datatec
Provident Fund and a private pension
scheme, with the individuals
contributing 5% of their salary.
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:
Q Share Appreciation Rights Scheme
Q Long-term Incentive Plan
Q Datatec Limited Deferred
Bonus Plan
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.
Before the introduction of these
schemes in August 2005, share options
were granted to Group and subsidiary

p95 – p175
p176 – p187

employees under the Datatec Share
Option Scheme. These schemes are all
equity-settled and their earnings dilution
effect is included in the diluted earnings
per share figure. Details of these
schemes are given below.

14 September 2011. The new
scheme rules will apply to grants
made in future and are not backdated
to existing grants. The changes
affecting each scheme are explained
in full below.

The Board has appointed Simon
Morris as the Compliance Officer
(as defined by section 97 of the
Companies Act, 71 of 2008) for the
Datatec share-based remuneration
schemes, to be responsible for their
administration.

Datatec’s subsidiaries operate a
number of cash-settled share-based
incentive schemes for their senior
employees based on the subsidiary’s
equity value as determined by annual
valuations by independent valuers.
Summaries of these schemes are also
provided below.

Settlement of awards which have
vested under the share schemes may
be made by issuing new shares to
participants or by transferring existing
shares to them. Datatec has
established the Datatec Limited Share
Incentive Trust 2005 (“the Share
Incentive Trust”) to hold Datatec shares
as treasury shares pending their use in
settlement of share scheme awards.
To date, all settlements of the Datatec
Share Option Scheme have been
made by issuing new shares, whereas
all settlements for the other schemes
have been made by means of transfer
of existing shares from the Share
Incentive Trust.
After consultation with key
shareholders, a number of
amendments were made to the rules
of the SAR Scheme, the LTIP, and
the DBP during the year ended
29 February 2012. The changes
include removing retesting from the
SAR Scheme and making the
performance condition more
challenging, introducing a hold period
for the LTIP shares after vesting and
introducing performance conditions
for the DBP. The revised rules of the
schemes incorporating these changes
were approved by the JSE and by
shareholders at the Company’s
Annual General Meeting on

Datatec Group share-based
remuneration
The Datatec Limited Share
Appreciation Rights Scheme 2005
Eligible employees may receive
annual grants of Share Appreciation
Rights (“SARs”), which are rights to
receive shares equal to the value of
the difference between the exercise
price and the grant price. Eligible
employees are executive directors
and managers employed in Datatec
head office functions. The number of
SARs granted is proportional to the
base salary of the recipient and
awards are approved by the
Remuneration Committee. The “face
value” of a SAR is taken to be the
30-day volume weighted Datatec
share price on the grant date. To date,
recipients have been granted SARs
with a face value in the range 50% to
80% of their annual base salary.
Vesting of the SARs granted to date is
subject to performance conditions.
The duration and specific nature of
the performance conditions and
performance period are stated in the
letter of grant. The condition that has
been imposed for grants of SARs
from 2005 (the initial grant) to 2009
was that HEPS (in US cents) must
increase by 2% per annum above
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US consumer price index (“CPI”)
inflation over a three-year
performance period. Retesting of the
performance conditions is permitted
on the first and second anniversary of
the end of the performance period (ie
years four and five). If the condition is
not satisfied after the end of the
performance period or after retesting,
the SARs will lapse. This means that
vesting is either 100% if the condition
is met or nothing at all if it is not met
after retesting.
For the grants of SARs in 2010 and
2011, the Remuneration Committee
determined that underlying EPS
will be used for the performance
condition for the SARs with the same
condition that it must increase by 2%
per annum above US CPI inflation
over the performance period. Growth
in underlying EPS is seen by the
Remuneration Committee as a key
measure of achievement of the
Group’s long-term strategy, and 2%
above US CPI inflation is seen as the
minimum growth threshold which
must be achieved.
For the grants of SARs in 2012 and
following years, underlying EPS
will continue to be used for the
performance condition for the SARs,
but with the condition that it must
increase by 3% per annum above
US CPI inflation over the performance
period. In addition, there will be no
retesting after the initial performance
period of three years, so if the
performance condition is not met over
that period for a particular grant the
SARs will lapse.
For the 2007 SARs awards, the HEPS
growth performance condition was
not met in May 2010, May 2011 or
May 2012 and, accordingly, the 2007
SARs awards did not vest and have
lapsed in May 2012.
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For the 2008 SARs awards, the HEPS
performance condition (subject to
adjustment for the annual marking to
market of call/put options) was not
met when tested in May 2011 or
May 2012. The performance
condition will be retested for the
final time in May 2013.
For the 2009 SARs award, a HEPS of
36,3 US cents was used as the base
for the performance condition (subject
to adjustment for the annual marking
to market of call/put options). The
performance condition was tested in
May 2012, when HEPS growth to
29 February 2012 was compared with
US CPI inflation plus 6% over a
three-year period. The result of this
test, confirmed by an independent
third-party adviser, was that the
performance condition had been met
and, accordingly, the Remuneration
Committee has determined that the
2009 SARs will vest.
For the May 2010 SARs awards, the
underlying EPS of 30,3 US cents was
set as the base for the performance
condition. The performance condition
will first be tested in May 2013, when
underlying EPS growth will be
compared with US CPI inflation plus
6% over a three-year period.
For the May 2011 SARs awards, the
underlying EPS of 37,9 US cents was
set as the base for the performance
condition. The performance condition
will first be tested in May 2014, when
underlying EPS growth will be
compared with US CPI inflation plus
6% over a three-year period.
After vesting, the SARs become
exercisable. Upon exercise by a
participant, the Company will settle
the value of the difference between
the exercise price and the grant price
by delivering shares. SARs not

exercised within the period specified
in the letter of grant, to date seven
years in all cases, will lapse. SARs are
not entitled to receive any dividends
or capital distributions.
Details of the grant of SARs in
the year ended 29 February
2012 are given in Note 2 of
the Group’s annual financial
statements on pages 116 and
117.

As noted above, shareholders have
approved changes to the SAR
Scheme proposed by the
Remuneration Committee. These
changes, which apply to grants in
2012 and future, are summarised
as follows:
Q removal of the retesting in years
4 and 5 if the performance
condition is not met;
Q increasing the performance
condition such that underlying EPS
must increase by 3% per annum
above US CPI inflation over the
three-year performance period;
Q the size of grants to be awarded
would increase commensurately
with the more demanding
performance condition and loss
of retesting opportunities.
The SARs in issue at 29 February
2012 constitute a 0,38% dilution of
the Company’s weighted average
shares for the year based on the
assumption that new shares will be
issued to settle them. The settlement
of the exercise during the year ended
29 February 2012 was made by
transferring shares from the Share
Incentive Trust.
Refer to the limits for the SARs on
page 88.
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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 and awards are approved
by the Remuneration Committee.
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 have to date

been granted conditional awards with
a face value in the range 35% to 80%
of their base salary.
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
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is related to the Company Total
Shareholder Return (“TSR”) over a
three-year period, relative to the TSR
of an international peer group. The
Remuneration Committee considers
this to be an appropriate performance
condition as it is a direct measure
of the Group’s achievement of its
strategy to deliver long-term,
sustainable, above-average returns
to shareholders. No retesting of the
performance condition is allowed.

The international peer group for grants of awards under the LTIP up to the date of this report is as follows:
Comparator
USA
1.

Arrow Electronics, Inc.

NYSE

ARW

2.

Avnet, Inc.

NYSE

AVT

3.

Scan Source Inc.

NASDAQ

SCSC

4.

Anixter International, Inc.

NYSE

AXE

5.

Tech Data

NASDAQ

TECD

6.

Ingram Micro

NYSE

IM

7.

Synnex

NYSE

SNX

8.

Agilysys

NASDAQ

AGYS

9.

Northamber

LSE

NAR

10.

Computacenter

LSE

CCC

11.

Esprinet S.p.A.

PRT

IM

12.

Steria

RIA

FP

13.

Bechtle

BC8

ETR

14.

Datacentrix

JSE

DCT

15.

BCX Business Connexion

JSE

BCX

Europe

South Africa

For the forthcoming grant in May 2012, the comparator numbered 9 above has been changed to PC Ware (Comparex).
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The performance condition will
determine if, and to what extent, the
conditional award will vest. Upon
vesting of the conditional 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 29 February
2012 constitutes a 0,77% dilution of
the Company’s weighted average
shares for the year based on the
assumption that new shares will be
issued to settle them.
The TSR, for the purposes of the LTIP,
is defined to be the compound annual
growth rate (“CAGR”) on a portfolio of
Company ordinary shares purchased
on 28/29 February preceding the
grant date, holding the shares, and
reinvesting the dividends received
from the portfolio in Company shares,
until 28/29 February three years later,
and then selling the portfolio on that
day. The TSR calculation will be
performed using the Company daily
ZAR TSR Index, as provided by
Datastream (a UK-based information
provider), on the nearest trading day
following the start and the nearest
trading day following the end of the
three-year period, and computing the
CAGR between these values. This
TSR will be smoothed by computing
the TSR in the same manner for the
three-year period following each
trading day for the six months
preceding 28/29 February in each
year of grant.
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Subject to the participant remaining in
the employment of the Group for the
LTIP minimum employment period, if
the TSR over the LTIP performance
period:
Q ranks within the upper quartile of
the peer group, then the whole
LTIP award (100%), which is
subject to the TSR condition, will
become unconditional and
will vest;
Q ranks at the median TSR of the
peer group, then 30% of the LTIP
award will become unconditional
and will vest. The remainder of the
LTIP award, subject to the TSR
condition, will lapse and will be of
no further force or effect;
Q ranks less than the upper quartile
of the peer group but ranks greater
than the median of the peer group,
then the percentage of the LTIP
award, subject to the TSR
condition, which becomes
unconditional and will vest, will be
linearly apportioned as the ranking
of the TSR increases. The
remainder of the LTIP award,
subject to the TSR condition, will
lapse and will be of no further force
or effect;
Q ranks less than the median TSR of
the peer group, then the whole of
the LTIP award, subject to the TSR
condition, will lapse and will be of
no force or effect.
Conditional award holders under the
LTIP are not entitled to receive any
dividends or capital distributions
during the vesting period.
In May 2011, the TSR performance
condition for the conditional awards
granted under the LTIP in May 2008
(three years previously) was computed
by an independent third party and
Datatec was found to rank in the
second quartile of the TSR of the

international peer group. This meant
that 77% of the conditional awards
vested and were transferred to
participating employees in the form of
Datatec shares transferred from the
Share Incentive Trust (treasury shares).
The 23% of awards that did not vest
lapsed under the terms of the LTIP.
Details of the grant of LTIP
conditional awards in the
year ended 29 February 2012
are given in Note 2 of the
Group’s annual financial
statements on pages
116 and 117.

In May 2012, the TSR performance
condition for the conditional awards
granted under the LTIP in May 2009
(three years previously) was
computed by an independent third
party and Datatec was found to rank
in the top quartile of the TSR of the
international peer group. This meant
that 100% of the conditional awards
have vested and will be transferred to
participating employees in the form of
newly issued Datatec shares.
A review of the progress of the May
2010 grants of conditional awards
under the LTIP indicates that Datatec
is currently in the top quartile of the
TSR of the peer group shown above.
If this relative ranking is sustained to
the vesting dates, then 100% of the
granted conditional awards will vest.
A review of the progress of the May
2011 grants of conditional awards
under the LTIP indicates that Datatec
is currently at the top of the second
quartile of the TSR of the peer group
shown above. If this relative ranking is
sustained to the vesting dates, then
95% of the granted conditional
awards will vest.
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The changes to the share schemes
approved by shareholders at the
Annual General Meeting on
14 September 2011 included two
amendments to the LTIP to better
align it with shareholders’ interests.
First, the percentage vesting for
median TSR performance was
reduced to 0% from 30%. The graded
incremental vesting for ranking within
the second quartile for grants in 2012
and following will thus be a linear
interpolation from zero to 100%
(previously an interpolation between
30% and 100%). This is effectively a
raising of the “hurdle” performance
condition. Secondly, a requirement
for participants to hold some of the
Datatec shares they receive on
vesting for a period beyond the
vesting date has been introduced.
Participants will be able to sell
sufficient shares immediately to meet
the total tax liability on the vesting but
would then have to retain the
remaining 50% for one year and 50%
for two years prior to being able to
sell them.
Refer to the limits for the LTIP on
page 88.
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 that
can be acquired under the matching
award is equal to the number of
pledged shares, ie a 1:1 match.
Currently the employees eligible for
the DBP are the executive directors
and purchase of the pledged shares
is limited to 25% to 30% of base
salary. Awards are approved by the
Remuneration Committee.
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 the DBP have been
approved by shareholders at the
Annual General Meeting on
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14 September 2011, which include
performance conditions and are
summarised on page 88.
Details of the grant of DBP
pledged shares in the year
ended 29 February 2012 are
given in Note 2 of the
Group’s annual financial
statements on pages
116 and 117.

For purchases of pledged shares in
2012 and future years, the new rules of
the DBP 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
after the end of the three-year pledged
period has been reduced to 50%
unconditional and performance
conditions have been added for higher
levels of matching as follows: if
underlying EPS increases over the
three-year matching period by US CPI
+ 4% per annum, 100% matching; if
underlying EPS increases over the
three-year matching period by US CPI
+ 8% per annum, 150% matching.
While the pledged shares carry voting
rights and dividend entitlement from
the date they are acquired by the
participants, to date, the matching
shares have had neither voting rights
nor an entitlement to dividends.
Under the terms of the revised
scheme rules approved by
shareholders on 14 September 2011,
however, participants will receive a
payment equivalent to any dividend or
capital distribution paid by the
Company to shareholders. The
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matching shares will continue not to
hold any voting rights until vesting.
The commitment to issue matching
shares for the pledged shares held
at 29 February 2012 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
The aggregate number of shares that
may be issued under the SAR
Scheme, the LTIP and the DBP will be
limited to 9 250 000 (approximately
5% of Datatec’s ordinary shares in
issue at 10 August 2010). This limit
applies to the SAR Scheme, the LTIP
and the DBP only and not to options
previously granted under the Datatec
Share Option Scheme.
The maximum number of new shares
that can be issued to any single
participant under the SAR Scheme,
the LTIP and the DBP is 4 625 000
(approximately 2,5% of Datatec’s
ordinary shares in issue at 10 August
2010).
The face value of the grants made to
an employee in any financial year
under the SAR Scheme up to the
2011 grant could not exceed 80% of
his/her base salary at the date of the
offer. The changes to the long-term
incentive programme approved by
shareholders at the Annual General
Meeting on 14 September 2011
noted above have increased the limit
of the face value of annual SAR
Scheme grants to 150% of base
salary.
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The face value of the grants made to
an employee in any financial year
under the LTIP up to the 2011 grant
could not exceed 80% of his/her base
salary at the date of the offer. The
changes to the long-term incentive
programme noted above have
increased the limit of the face value
of annual grants of LTIP conditional
awards to 150% of base salary.
The face value of the matching shares
in any financial year made under an
award to an employee under the DBP
up to the 2011 grant could not
exceed 30% of his/her base salary at
the date of the offer. The changes to
the long-term incentive programme
noted above have increased the limit
of the face value of DBP matching
awards to 75% of basic salary.
The increases in the limits of grants
to participants under the long-term
incentive programme approved by
shareholders at the Annual General
Meeting on 14 September 2011
reflect the decrease in expected value
of awards at grant date resulting from
the increases in performance
conditions and the removal of
retesting provisions.
The Datatec Share Option Scheme
Since the implementation of the SAR
Scheme, LTIP and DBP on 16 August
2005, no new options have been
granted under the Datatec Share
Option Scheme. Under the terms of
the Datatec Share Option Scheme
options could be granted up to a
maximum of 15% of the issued share
capital. This limit was quantified at
27 250 000 shares in the amendment
of the rules approved on 10 August
2010. The maximum number of
options available to any one

participant is limited to 2 775 000
shares (approximately 1,5% of
Datatec’s ordinary shares in issue at
10 August 2010).
Options previously granted under the
Datatec Share Option Scheme will run
their course in terms of the rules of
the scheme.

Details of options exercised
and lapsed in the year ended
29 February 2012 are given
in Note 2 of the Group’s
annual financial statements
on page 117.

Subsidiary share-based
remuneration schemes
Share-based remuneration plans are
in operation within Westcon Group,
Logicalis Group and Consulting
Services division, which are all based
on the respective subsidiaries’ share
price rather than Datatec’s and are
predominantly cash-settled.
Westcon Group share-based
remuneration
The Westcon Group, Inc. Share
Incentive Plan (“the Westcon Plan”)
was approved by the Westcon Board
of Directors and shareholders in
January 2001 and provides for grants
of share options or share appreciation
rights based on Westcon common
shares to employees, directors
(including non-executive directors),
consultants and other advisers
to Westcon.
Share options were granted under the
Westcon Plan up to June 2004.
These expire 10 years from the date
of grant. All of the share options
outstanding as of 29 February 2012
are exercisable only upon the
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completion of an initial public offering
of Westcon’s common shares and will
expire on 30 June 2012. 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.
From 2005 onwards, only SARs have
been granted under the Westcon
Plan. The SARs granted in June 2005
have a six-year life but SARs issued in
the year ended 28 February 2007 and
subsequently, vest in equal instalments
over three years from the date of 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.
Details of the Westcon Plan’s
operation, including grants,
exercises and lapses during
the year ended 29 February
2012 and prior year, are
included in Note 2 of the
Group’s annual financial
statements on page 118.

The total SARs outstanding (being
SARs granted less those lapsed and
exercised) are limited to 23 300, being
approximately 10% of Westcon’s
issued share capital at the time the
Westcon Plan was initiated. As of
29 February 2012, 11 933 shares
were available for future grants
of SARs.

Westcon Africa, India and Middle
East (“AIME”) SAR schemes
Certain of the entities comprising
Datatec’s former Westcon Emerging
Markets Group (“WEMG”) sub-group
which transferred its operations into
Westcon Group’s AIME division
during the year ended 28 February
2011, operated cash-settled share
appreciation rights schemes as follows:
Q WEMG Share Appreciation Rights
Scheme 2009 (“the WEMG SAR
Scheme”)
Q Westcon SA Share Appreciation
Rights Scheme 2006 (“the WSA
SAR Scheme”)
Q Westcon Africa Share Appreciation
Rights Scheme 2009 (“the WA
SAR Scheme”)
Q Westcon Middle East Share
Appreciation Rights Scheme 2006
(“the WME SAR Scheme”)
The WA and WME SAR schemes
transferred to Westcon Group along
with the entities which operated them
during the year ended 28 February
2011. The WSA SAR Scheme
remains operated by Westcon SA
(Pty) Limited under the management
control of Westcon Group, and the
WEMG SAR Scheme remains outside
Westcon Group under the direct
control of Datatec.
These SAR schemes were all
approved by the subsidiaries’ boards
of directors and shareholders and
operate under similar terms to allow
senior employees to participate in the
equity growth of their business units.
SARs are granted annually to senior
managers under the above schemes.
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The schemes are cash-settled, which
requires an annual valuation of each
entity to mark the liability to the
valuation share price and to establish
both a grant price for new awards
and the exercise price for vested
SARs. The SARs vest three years
after the grant date subject to the
subsidiary meeting performance
conditions. The performance
condition is typically that earnings
growth must exceed US CPI inflation
plus 2% per annum over the threeyear vesting period. Retesting is
allowed if the performance condition
is not met after three years and again
if it is not met after four years. All
rights lapse if not vested or exercised
by the end of the fifth year after issue.

Details of each of the
Westcon AIME SARs
schemes’ operation, including
grants, exercises and lapses
during the year ended 29
February 2012 and prior year,
are included in Note 2 of the
Group’s annual financial
statements on pages 118 and
119 of the Annual Report.

Logicalis Group and PLLAL Share
Appreciation Rights schemes
Under the terms of the Logicalis
Share Appreciation Rights Scheme
2005 (“the Logicalis SAR Scheme”),
SARs are granted annually to senior
managers. The scheme is cashsettled, which requires an annual
valuation of Logicalis to mark the
liability to the valuation share price
and to establish both a grant price for
new awards and the exercise price for
vested SARs. Altogether 50% of the
SARs vest after 24 months and the
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remainder after 36 months. All rights
lapse if not exercised by the end of
the seventh year after grant. There are
certain headline earnings performance
conditions which govern the vesting
of each award.
During the year ended 28 February
2010, Logicalis established a
separate SAR Scheme, the PLLAL
SAR Scheme, for its 60% subsidiary
Promon Logicalis Latin America
Limited. The terms of this scheme are
the same as those of the Logicalis
SAR Scheme, but the grants are
made to key employees of PLLAL,
and the annual valuations and
appreciation rights are based on the
equity value of PLLAL.

Details of the operation of the
Logicalis Group and PLLAL
SAR schemes, including
grants, exercises and lapses
during the year ended
29 February 2012 and prior
year, are included in Note 2 of
the Group’s annual financial
statements on page 119.

Consulting Services division
share-based remuneration
Analysys Mason Performance
Share Scheme
Analysys Mason operates a
performance share plan, approved
by its board of directors and
shareholders, under the terms of
which conditional shares are granted
to participants. One-third of the
conditional shares vest unconditionally
after three years if the participant is
still an employee and are settled with
the same number of Analysys Mason
ordinary shares. The vesting of the
remaining two-thirds is conditional on
an earnings-based performance
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condition and may be settled in cash
or shares.
Analysys Mason Growth Share
Plan
During the year ended 28 February
2010, Analysys Mason introduced a
Growth Share Plan, approved by its
board of directors and shareholders,
under the terms of which 10 senior
managers of the business subscribed
for 157 500 “B” shares. In the
financial year ended 28 February
2011, 13 senior managers of the
business subscribed for 200 000 “C”
shares (constituting 8,1% of Analysys
Mason’s share capital). In the financial
year ended 29 February 2012,
17 senior managers of the business
subscribed for 200 000 “D” shares
(constituting 8,1% of Analysys
Mason’s share capital). If the valuation
of the Analysys Mason business
increases by a threshold of 10% per
annum over 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”, “C”
and “D” growth shares are separate
classes of share capital acquired by
participants that only participate in
any growth in value of the company
above the valuation at the time of
issue (subject to the 10% threshold
growth). On 29 February 2012, 50%
of the “B” shares lapsed as the
company had failed to achieve the
growth threshold over the previous
three years.
Intact SAR Scheme
During the year ended 28 February
2011, Intact Group initiated a SAR
Scheme approved by its Board of
directors and shareholders. The terms

of the scheme are very similar to the
Logicalis SAR Scheme outlined
above. SARs were granted to senior
management in the year ended
28 February 2011, but no grant was
made during the year ended
29 February 2012.

Details of the operation of the
Consulting Services division
schemes, including grants,
exercises and lapses during
the year ended 29 February
2012 and prior year, are
included in Note 2 of the
Group’s annual financial
statements on page 120.

Non-executive directors’
remuneration
During the year ended 29 February
2012, non-executive directors
received fees as approved by
shareholders at a shareholders’
meeting on 3 August 2011,
as follows:
Q Chairman of the Board:
$190 000 total fee inclusive of
committee work
Q Senior non-executive director’s fee:
$70 000
Q Non-executive directors’ fee:
$60 000
Q Chairman of the Audit, Risk and
Compliance Committee: $30 000
Q Member of the Audit, Risk and
Compliance Committee: $15 000
Q Member of the Remuneration
Committee: $7 500
Q Member of the Nomination
Committee: $5 000
Q Trustee of Datatec trusts: $7 000
For the year ending 28 February
2013, the Remuneration Committee
has recommended a fee to be paid to
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the Chairman of the new Social and
Ethics Committee of $10 000 per
annum. In addition, the Remuneration
Committee Chairman, if that role is
not filled by the Chairman of the
Board, would receive a proposed fee
of $15 000 per annum. Otherwise
no change to the above structure
for non-executive directors’ fees is
proposed. This structure will be put
to the 2012 Annual General 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 committee does
not consider it necessary to split
directors’ fees into a base fee and
attendance fee components, as
recommended by King III, because of
the near 100% attendance record of
directors at Board meetings.
Non-executive directors are
reimbursed for travel costs necessary
for attending Board meetings and do
not receive any employment benefits.
The terms and conditions of
appointment of non-executive
directors are available on request from
the Company Secretary.
Non-executive directors are not
eligible to participate in the annual
bonus plan or any of the long-term
incentive plans.

External appointments
Subject to the approval of the Board,
executive directors are permitted to
hold a directorship in one non-Group

listed company and to retain the fees
payable from this appointment.
Jens Montanana is non-executive
Chairman of Corero PLC, an AIMlisted software development business.

Directors’ service contracts
In order to properly reflect their
spread of responsibilities, executive
directors have employment contracts
as follows: JP Montanana has a
contract with Datatec International
Holdings Limited, Ivan Dittrich has
contracts with Datatec Limited and
Datatec International Holdings Limited
and Rob Evans has a contract with
Logicalis Group Services Limited. The
employment contracts of 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 remuneration, including bonuses
and share-based incentive awards,
for individual directors who held office
during the financial years ended
29 February 2012 and 28 February
2011 is set out in the annual
financial statements.

p95 – p175
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See Note 23 of the annual
financial statements on
pages 140 to 144.

The Remuneration Committee has
approved the executive directors’
emoluments. The external auditors
have independently confirmed
the emoluments.

Senior management emoluments
The total remuneration of the 16 most
senior executives employed by the
Group subsidiaries during the financial
years ended 29 February 2012 and
28 February 2011 is set out in the
annual financial statements.

See Note 23 of the annual
financial statements on
page 140.

King III recommends that the
remuneration paid to the three most
highly paid executives (other than the
executive directors) of 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.
Other than the CEO and CFO whose
remuneration is disclosed in Note 23
to the annual financial statements,
Datatec does not have any prescribed
officers as defined by the Companies
Act and hence no other prescribed
officers’ remuneration is disclosed.
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Directors’ share interests
The directors who held office at 29 February 2012 had the following interests in ordinary shares of the Company, which were
unchanged at the date of this report:

2012

Direct
beneficial

Indirect
beneficial

Associates

Total

–

13 606 378

–

13 606 378

79 275

–

–

79 275

Executive directors
JP Montanana
IP Dittrich
Non-executive directors
SJ Davidson

–

–

–

–

I Ighodaro

–

–

–

–

733 371

–

–

733 371

300

–

–

300

JF McCartney
LW Nkuhlu
CS Seabrooke*

–

–

1 000 000

1 000 000

NJ Temple

–

–

–

–

812 946

13 606 378

1 000 000

15 419 324

7 500 000

5 802 626

–

13 302 626

49 037

–

–

49 037

29 February 2012
2011
Executive directors
JP Montanana
IP Dittrich
Non-executive directors
SJ Davidson

–

–

–

–

I Ighodaro

–

–

–

–

733 371

–

–

733 371

JF McCartney
LW Nkuhlu

300

–

–

300

CS Seabrooke*

–

–

1 000 000

1 000 000

NJ Temple

–

–

–

–

8 282 708

5 802 626

1 000 000

15 085 334

28 February 2011

* A trust of which Mr Seabrooke is a discretionary beneficiary has a controlling interest and a 33% (2011: 33%) economic interest in an
investment group whose portfolio includes the Datatec shares shown in the tables above.
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Mr Evans, who was appointed to the

Shares were transferred from the

Board on 1 May 2012, held no

Datatec Limited Share Incentive Trust

Datatec shares at 29 February 2012

2005 to Mr Montanana and

or at the date of this report.

Mr Dittrich on 19 May 2011 in
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p176 – p187

Mr McCartney’s holding of
Westcon share appreciation
rights is set out in Note 23 to
the annual financial
statements on page 144.

settlement of the matching shares
Directors’ holdings of share
appreciation rights under the
rules of the SAR Scheme and
conditional awards under the
LTIP are shown in Note 23 to
the annual financial
statements on pages 142 to
144 of this Annual Report.

Shares were transferred from the
Datatec Limited Share Incentive Trust
2005 to Mr Montanana and
Mr Dittrich on 19 May 2011 in
settlement of part of the 2008 grant of
conditional shares under the LTIP
which had vested. The value of the

under the DBP which had vested. The
value of the shares transferred to
Mr Montanana on that date was
$265 569 and the value of the shares
transferred to Mr Dittrich was
$13 278.

These awards have been ratified by
the Datatec Remuneration
Committee. The proceeds of
Mr McCartney’s exercise of Westcon
SARs during the year ended
29 February 2012 was $21 324.

Mr McCartney holds share
appreciation rights in Westcon
Group, Inc. which he was awarded
as a non-executive director of
Westcon Group in line with American
practice for directors’ fees and
awards.

Directors’ holdings of shares
acquired and pledged under
the terms of DBP (which are
their holdings shown in the
table on page 92) are shown
in Note 23 to the annual
financial statements on
page 144.

shares transferred on that date was:
to Mr Montanana $1 079 178; to
Mr Dittrich $192 428.
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OUTLOOK
Despite difficult economic conditions

This expanding global footprint is very

Based on current trading conditions

in certain markets in which the Group

attractive to our vendor partners, and

and prevailing exchange rates, the

operates, companies’ balance sheets

increasingly important to customers

Board expects revenues for the 2013

generally remain strong and

that operate in more than one market.

financial year of between $5,5 billion

technology spending continues to

Clearly, as the Group becomes larger,

and $5,8 billion – a growth of 10% to

be healthy. Security, unified

it also comes into contact with an

15%. The Board expects underlying*

communications and data centre

increasing number of business

earnings per share to be

infrastructure continue to be the key

opportunities, so scale is an important

approximately 55 US cents and both

drivers for growth in our industry and

part of our growth strategy.

earnings per share** and headline

cloud infrastructure adoption is

earnings per share** to be

supporting a shift towards “stickier”

Furthermore, as we have seen over

approximately 50 US cents. Profit

long-term customer relationships with

recent years, the economies of the

after tax** is expected to be

high recurring revenues, as opposed

developing countries of Asia and the

approximately $104 million. The

to more project-based ROI driven

mainly southern hemisphere nations

financial information on which this

ICT deployments. The Group is

are faring much better than the

forecast is based has not been

well positioned to capitalise on

developed world, driven by

reviewed and reported on by

these trends.

demographics, population growth

Datatec’s external auditors.

and natural resource availability.
In the years ahead, Datatec’s global

In the year under review, the very

reach and exposure to developing

strong performance in the Group’s

markets will continue to be a strong

operations in the rest of the world

asset. Datatec is now represented in

(particularly South America) played an

over 40 countries and the Group has

important role in balancing the weaker

grown its international diversification

trading in Europe and the US.

from mainly North America and

We expect this to continue.

Europe to many parts of the rest of
the world. During the year we added

So, whilst we expect that Europe will

Indonesia as a promising new market,

remain weak, the Board expects a

with both Westcon and Logicalis

recovery in the US and the strength in

opening joint-venture businesses in

the rest of the world will continue to

what is South East Asia’s most

support the Group’s global growth.

Jens Montanana
Chief Executive Officer
Sandton
16 May 2012

populous country, and one of the
region’s fastest growing markets.

* Excluding goodwill and intangibles impairment, amortisation of acquired intangible assets, acquisition-related adjustments, 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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BOARD APPROVAL
for the year ended 29 February 2012

The Group annual financial statements for the year ended 29 February 2012 are prepared in accordance with International
Financial Reporting Standards and the Companies Act of South Africa, and incorporate transparent and responsible
disclosure together with appropriate accounting policies.
In terms of the South African Companies Act, 2008 (“the Act”) the directors are required to prepare annual financial
statements that fairly present the state of affairs and business of the Company and of the Group at the end of the financial
year and of the profit for that year.
These annual financial statements have been audited in compliance with the requirements of the Act and were compiled
under the supervision of Ivan Dittrich CA(SA), the Chief Financial Officer.
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 99 to 175 were approved by the Board of Directors on
16 May 2012 and are signed on its behalf by:

JP Montanana
Chief Executive Officer

IP Dittrich
Chief Financial Officer

CERTIFICATE BY COMPANY SECRETARY
In terms of section 88(2)(e) of the Companies Act 71 of 2008 (“the Act”), I certify that for the year ended 29 February 2012
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.

SP Morris
For and on behalf of
Datatec Management Services (Pty) Limited
Company Secretary
16 May 2012
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TO THE SHAREHOLDERS 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 29 February 2012, 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 information, and the directors’ report, as set out on pages 98 to 175.
DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
The directors are responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards and the requirements of 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 about 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 29 February 2012, 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 the
requirements of the Companies Act of South Africa.

Deloitte & Touche
Registered Auditors
Per IT Marshall
Partner
16 May 2012
Buildings 1 and 2
Deloitte Place
The Woodlands
Woodlands Drive
Woodmead Sandton
South Africa
National Executive: GG Gelink Chief Executive; AE Swiegers Chief Operating Officer; GM Pinnock Audit; DL Kennedy Risk
Advisory & Legal Services; NB Kader Tax; L Geeringh Consulting; L Bam Corporate Finance; JK Mazzocco Talent &
Transformation; CR Beukman Finance; TJ Brown Chairman of the Board; MJ Comber Deputy Chairman of the Board
A full list of partners and directors is available on request.
B-BBEE rating: Level 2 contributor in terms of the Chartered Accountancy Profession Sector Code Member of Deloitte
Touche Tohmatsu
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AUDIT, RISK AND COMPLIANCE REPORT
for the year ended 29 February 2012

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:
Q Mr Chris Seabrooke – Chairman
Q Prof Wiseman Nkuhlu
Q Ms Olufunke Ighodaro
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, Risk and Compliance 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.
As required by the JSE Listings Requirement 3.84(h), the Audit, Risk and Compliance Committee has satisfied itself that the
Chief Financial Officer has the 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 74 to 80 of the integrated report.
The committee has evaluated the financial statements of Datatec Limited and the Group for the year ended 29 February
2012 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 and with International Financial Reporting Standards (“IFRS”).

CS Seabrooke
Audit, Risk and Compliance Committee
Chairman
16 May 2012
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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 (which includes Analysys Mason Limited, Intact Group Limited and Via
Group, Inc.). “Corporate” encompasses the operating costs of the Group’s head office entities.
GROUP FINANCIAL RESULTS
Commentary on the Group financial results is given in this report on pages 25 to 28. Full details of the financial position and
financial results of the Group are set out in the financial statements on pages 99 to 175.
SHARE CAPITAL
Authorised share capital
The authorised share capital of the Company as at 29 February 2012 and 28 February 2011 is R4 000 000 made up of
400 000 000 ordinary shares of one cent each.
Issued share capital
As at 29 February 2012, the issued share capital amounts to R1 865 277 divided into 186 527 779 ordinary shares of
one cent each (2011: R1 855 916 j divided into 185 591 558 ordinary shares).
SHARE CAPITAL CHANGES DURING THE YEAR
During the year, 330 320 shares were issued to settle obligations in terms of the Datatec Share Option Scheme and 605 901
shares were issued as part of the consideration for acquisitions.
Financial details of the movement in share capital have been reflected in the statement of changes in equity on page 114,
and in Note 15 in the annual financial statements.
DIRECTORS
Full details of the current Board of Directors appear on pages 14 and 15 and 68 and 69. All directors, including
non-executive directors, are subject to election by shareholders at the first opportunity after their appointment and
are required, in terms of the Company’s articles of association, to retire at least every three years when they may offer
themselves for re-election by shareholders.
Brief curricula vitae of directors are included on pages 14 and 15 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 report
set out on pages 81 to 93 and in Note 23 to these annual financial statements on pages 140 to 144.
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 $823 million (2011:
$728 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. At 29 February 2012 the Group had cash balances on hand of $247,8 million (2011:
$237,6 million), bank overdrafts of $246,0 million (2011: $154,4 million) and unused borrowing facilities of $759 million
(2011: $778 million) of which $691 million (2011: $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
financial statements and Note 4 of the Company financial statements.
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DIRECTORS’ REPORT CONTINUED
for the year ended 29 February 2012

ACQUISITIONS
The following acquisitions were concluded during the financial year ended 29 February 2012:
Westcon Group
On 10 August 2011, Westcon acquired entrada Kommunikations GmbH (“Entrada”), a German-based, value-added
distributor of IT security products and provider of sales support and training services. The acquisition enhances Westcon’s
German presence and, with Entrada’s Swiss operations, allows Westcon to expand into a new geography to better service
its pan-European customers’ needs. Entrada has, since its founding, grown to achieve annualised revenues of over
€63 million and will now form part of Westcon’s European Security operations.
In December 2011, Westcon acquired 85% of Sentronics Security Distributors (Pty) Limited (“Sentronics”), a South African
value-added distributor of IT physical security and video solutions. The acquisition continues Westcon South Africa’s
expansion of its solution portfolio. The addition of Sentronics’ offering enables the division to better serve the growing
demand for security solutions amongst its existing customers. Sentronics has annualised revenues of $8 million and will now
form part of Westcon’s South Africa’s Security operations.
Logicalis Group
On 1 April 2011, Logicalis Group acquired Inca Software Limited (“Inca”) for a total equity value consideration of £7,3 million
(cash of £6,0 million and £1,3 million one year from acquisition). Inca is the largest and most successful IBM Cognos partner
in the UK. The acquisition creates one of the first UK systems integrators capable of delivering the full suite of next
generation business transformation tools; analytics, collaboration and cloud computing.
On 1 July 2011, Logicalis Group acquired the business and assets of Netarx LLC (“Netarx”) for a maximum consideration of
$34 million to be paid in a combination of cash and deferred Datatec shares in order to align management shareholders who
will be assuming key positions in the Logicalis US organisation. Netarx is a Cisco Gold partner and provider of managed
services, data centre and collaborative IT solutions to customers in the mid-west USA. Netarx has annualised revenues of
approximately $60 million and more than 220 employees. The acquisition brings significant cross-selling opportunities across
Logicalis’ existing customer base and Netarx’s offering in the Michigan area.
On 31 August 2011, Logicalis Group and its partner in Latin America, Promon SA (“Promon”) changed the ownership ratio
of PromonLogicalis Latin America Limited (“PLLAL”). Promon purchased an additional 10% of PLLAL from Logicalis for
$15 million in cash, increasing its share of the business to 40%. As a result Datatec’s equity ownership of PLLAL through
Logicalis has reduced to 60%. At the same time Promon has agreed to cancel its put option on its shareholding in PLLAL.
As Promon is a related party to Datatec due to its existing shareholding in PLLAL, a written confirmation was obtained from
BDO Corporate Finance (Pty) Limited (“BDO”), an independent professional expert acceptable to the JSE, confirming that the
transaction was fair to Datatec shareholders in accordance with the Listings Requirements of the JSE.
Consulting Services division
On 2 October 2011, the Consulting Services division obtained a controlling stake in The VIA Group, Inc. (“VIA”). Up to
October the investment in VIA was equity accounted for in the consolidated results of the Group. The results of VIA for the
last five months of the year have now been consolidated and are presented within the Consulting Services division and VIA
has annualised revenues of $4 million.
On 1 September 2011, Datatec acquired a controlling interest in a small software development company, EyeAlike, Inc.
when some loan finance it had previously provided to the company was converted to equity.
Comprehensive financial details of the acquisitions made during the year can be found in Note 32 in the annual
financial statements.
SPECIAL RESOLUTIONS OF THE GROUP
At the Annual General Meeting (“AGM”) held on 14 September 2011, shareholders approved a special resolution granting the
Company authority to repurchase its own securities or to effect the repurchase of the Company’s securities by a subsidiary
of the Company.
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As part of the internal reorganisation of the Group, the following special resolutions were passed:
Q On 21 November 2011, Datatec International Limited resolved to cancel its share premium account and transfer the
balance to retained reserves;
Q On 1 December 2011, Datatec Global Holdings Limited (subsequently renamed Datatec Limited) resolved to decrease
its share capital from $1,57 to $1,50 and to amend its articles of association accordingly.
CORPORATE GOVERNANCE COMPLIANCE STATEMENTS
A statement on the Group’s corporate governance policies and procedures is set out in the corporate governance section
of the integrated report on pages 67 to 73.
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 81 to 93.
EVENTS OCCURRING SUBSEQUENT TO THE YEAR-END
On 12 March 2012, Westcon completed the acquisition of PT Netpoleon (“Netpoleon”), an Indonesian value-added
distributor of IT security, networking and convergence solutions and provider of managed and training services. Netpoleon
achieved unaudited revenues for the year ended 31 December 2011 of $11 million.
On 2 May 2012, Logicalis announced the acquisition of Corpnet, an Australian IT solutions provider based in Brisbane.
Corpnet is one of the leading providers of IT solutions (including data centre and cloud managed-service solutions) to
the mid-sized and enterprise markets in Queensland and has annualised revenues of approximately US$20 million. The
acquisition brings complementary skills and resources which will build upon Logicalis’ existing data centre and managed
services expertise in Australia.
CAPITAL DISTRIBUTION
The Group paid an interim capital distribution to shareholders of 56 RSA cents (approximately 7 US cents) per share on
28 November 2011. The Group will distribute to shareholders a final capital reduction in lieu of a dividend out of share
premium (a reduction of Contributed Tax Capital) of 75 RSA cents per share (approximately 9 US cents per share), making
a total capital distribution to shareholders for the financial year ended 29 February 2012 of 131 RSA cents (approximately
16 US cents) per share.
The salient dates will be as follows:
Last day to trade
Shares to commence trading “ex” the distribution
Record date
Payment date

Friday, 6 July 2012
Monday, 9 July 2012
Friday, 13 July 2012
Monday, 16 July 2012

The final capital distribution will be paid to shareholders on the Jersey branch register in GBP translated at the closing
exchange rate on Wednesday, 11 July 2012. Share certificates may not be dematerialised or rematerialised between
Monday, 9 July 2012 and Friday, 13 July 2012, 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
The AGM will be held at 12:00 on 6 September 2012 at the Sandton Sun, corner Fifth and Alice Streets, 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 provide financial
assistance to subsidiary companies. A new memorandum of incorporation in compliance with the Companies Act will also
be presented to shareholders for approval at the AGM. Refer to the notice to the AGM on pages 176 to 182 of this
integrated report for further details.
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GROUP AND COMPANY ACCOUNTING POLICIES
for the year ended 29 February 2012

BASIS OF ACCOUNTING AND REPORTING
The financial statements as set out on pages 99 to 175 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 and are consistent with those applied in the previous year.
The financial statements comply with the International Financial Reporting Standards (“IFRS”) of the International Accounting
Standards Board, Interpretations issued by the IFRS Interpretations Committee, the JSE Listings Requirements, AIM Rules,
the Companies Act of South Africa as well as the AC 500 Standards as issued by the Accounting Practices Board.
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 2010
annual improvements to IFRS. The adoption of these amendments, and of IAS 24 (Revised) Related Party Disclosures, 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:
Q IFRS 7 (Revised) Financial Instrument Disclosures (effective for accounting periods beginning on or after 1 July 2011)
Q IFRS 9 Financial Instruments (effective for accounting periods beginning on or after 1 January 2015)
Q IFRS 10 Consolidated Financial Statements (effective for accounting periods beginning on or after 1 January 2013)
Q IFRS 11 Joint Arrangements (effective for accounting periods beginning on or after 1 January 2013)
Q IFRS 12 Disclosure of Interests in Other Entities (effective for accounting periods beginning on or after 1 January 2013)
Q IFRS 13 Fair Value Measurement (effective for accounting periods beginning on or after 1 January 2013)
Q IAS 1 Presentation of Financial Statements (effective for accounting periods beginning on or after 1 July 2012)
Q IAS 12 (Revised) Income Taxes (effective for accounting periods beginning on or after 1 January 2012)
Q IAS 19 (Revised) Employee Benefits (effective for accounting periods beginning on or after 1 January 2013)
Q IAS 27 (Revised) Separate Financial Statements (effective for accounting periods beginning on or after 1 January 2013)
Q IAS 28 (Revised) Investments in Associates and Joint Ventures (effective for accounting periods beginning on or after
1 January 2013)
Q IAS 32 Financial Instruments: Presentation (effective for accounting periods beginning on or after 1 January 2014)
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:
Q Estimates made in determining the recoverable amount of acquired intangible assets included in the statement of financial
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.
Q Estimates made in determining the recoverable amount of goodwill included in the statement of financial position. Similar
to acquired intangible assets, this requires an estimation of the value in use of the cash-generating unit to which the
goodwill is allocated. The Group’s cash-generating units are consistent with those segments disclosed in Note 31 to these
annual financial statements.
Q Estimates made in determining the probability of future taxable income thereby justifying the recognition of deferred tax
assets included in the statement of financial position.
Q Estimates regarding the recognition and measurement of financial instruments. Details of the assumptions and sensitivity
analyses 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.
Q Estimates regarding the recognition and measurement of the Group’s share-based payment schemes. Details of the
assumptions made and analyses of these assumptions are provided in Note 2.
Q Estimates made in determining the level of provision required for obsolete inventory and doubtful debts
(disclosed in Notes 13 and 14 respectively).
Q Estimates made in determining changes in estimated useful lives and residual values of property, plant and equipment.
Q Estimates made of contingent liabilities disclosed.
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:
(a) Assets and liabilities (including comparatives) are translated at the closing rate ruling at the date of each statement of
financial position.
(b) Income and expense items for all periods presented (including comparatives) are translated at a weighted average rate
that approximates the ruling exchange rates at the dates of the transactions.
Exchange differences arising from the translations (a) and (b) are recognised in other comprehensive income and
accumulated in the foreign currency translation reserve.
(c) The functional currency of the parent company is South African Rand. The share capital and share premium of the parent
company are translated into US Dollars at the closing exchange rates.
The exchange differences arising on this translation (c) are recognised directly in equity and accumulated in
non-distributable reserves.
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The consolidated Group financial statements incorporate the financial statements of the Company and all enterprises
controlled by the Company at 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.
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 noncontrolling 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 3 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 and included as part of the consideration
transferred in a business combination. Subsequent adjustments to the consideration are recognised against the cost
of the acquisition, with corresponding adjustments against goodwill, 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 facts and
circumstances that existed at the acquisition date. All other subsequent adjustments that do not qualify as measurement
period 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.
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
equity and attributed to owners of the parent.
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Restructuring of entities or businesses under common control
A business combination of entities or businesses under common control is excluded from IFRS 3 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.
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)
Office furniture and equipment
2–6
Motor vehicles
2–4
Computer equipment and software
2–6
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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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) It 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.
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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.
If the recoverable amount of the cash-generating unit is less than its carrying amount, the impairment loss is allocated first
to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata based
on the carrying amount of each asset in the unit. Any impairment loss for goodwill is recognised directly in profit or loss
in the consolidated statement of comprehensive income. An impairment loss recognised for goodwill is not reversed in
subsequent periods.
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 and joint venture 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. The 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.
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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.
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 availablefor-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 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:
Q Significant financial difficulty of the debtor
Q Breach of contract
Q Creditor granting concessions to the debtor which it would not normally consider, but for the debtor’s financial difficulty
Q It becomes probable that the debtor will enter bankruptcy or other financial reorganisation
Q The disappearance of an active market for the debtor
Q An increase in delayed payments from the debtor or an increase in the number of times the debtor exceeds its credit limit.
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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.
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.
Financial assets
Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire, or the financial
asset and substantially all the risks and rewards of ownership are transferred to another entity. If the Group neither transfers
nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset, the Group
recognises its retained interest in the asset and an associated liability for amounts it may have to pay. If the Group retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.
On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or loss that had been recognised in other comprehensive
income and accumulated in equity is recognised in profit or loss.
On derecognition of a financial asset other than in its entirety (e.g. when the Group retains an option to repurchase part of a
transferred asset), the Group allocates the previous carrying amount of the financial asset between the part it continues to
recognise under continuing involvement, and the part it no longer recognises on the basis of the relative fair values of those
parts on the date of the transfer. The difference between the carrying amount allocated to the part that is no longer
recognised and the sum of the consideration received for the part no longer recognised and any cumulative gain or loss
allocated to it that had been recognised in other comprehensive income is recognised in profit or loss. A cumulative gain or
loss that had been recognised in other comprehensive income is allocated between the part that continues to be recognised
and the part that is no longer recognised on the basis of the relative fair values of those parts.
Cash and cash equivalents
Cash and cash equivalents include 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.
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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.
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.
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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.
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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Revenue

Notes

2012
US$’000

2011
US$’000

1

5 033 394

4 302 972

4 940 164

4 293 955

Existing operations
Acquisitions

93 230

9 017

(4 328 814)

(3 705 417)

Gross profit

704 580

597 555

Operating costs

(502 644)

(444 650)

Cost of sales

Share-based payments

2

Operating profit before finance costs, depreciation and amortisation (“EBITDA”)

(11 745)

(10 724)

190 191

142 181

Depreciation and amortisation

3

(39 547)

(37 205)

Operating profit

3

150 644

104 976

7 623

6 030

(21 905)

(16 210)

–

(2 035)

Interest income
Financing costs

4

Loss on disposal of investments
Share of equity-accounted investment earnings

11

Acquisition-related fair value adjustments
Fair value adjustments on put option liabilities
Fair value adjustments on deferred purchase consideration
Other income

425

118

402

(14 701)

16

(14 701)

386

–

782

–

137 971

78 178

(48 902)

(32 238)

89 069

45 940

(13 778)

32 399

Translation of equity loans net of tax effect

4 615

(2 732)

Transfers and other items

(2 856)

809

Total comprehensive income for the year

77 050

76 416

80 846

41 893

8 223

4 047

89 069

45 940

72 282

70 346

4 768

6 070

77 050

76 416

– Issued

188

186

– Weighted average

186

184

– Diluted weighted average

189

187

Profit before taxation
Taxation

5

Profit for the year
Other comprehensive income
Exchange differences arising on translation to presentation currency

Profit attributable to:
Owners of the parent
Non-controlling interests

Total comprehensive income attributable to:
Owners of the parent
Non-controlling interests
Number of shares issued (millions)

Earnings per share (cents)
– Basic

6

43,5

22,8

– Diluted

6

42,8

22,4
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2012
US$’000

2011
US$’000

2010
US$’000

574 970

515 590

459 963

8

55 145

52 915

43 436

Notes
ASSETS
Non-current assets
Property, plant and equipment

9

377 869

338 320

315 131

Capitalised development expenditure

Goodwill

10

34 117

15 570

12 181

Acquired intangible assets

10

41 772

43 796

51 780

Investments

11

5 709

7 914

6 818

Deferred tax assets

12

Other receivables and prepayments
Current assets

37 229

35 966

30 617

23 129

21 109

–

1 823 437

1 481 342

1 442 081

Inventories

13

412 115

299 460

277 832

Trade receivables

14

1 020 545

810 396

710 086

Other receivables and prepayments

142 989

133 834

142 304

Cash and cash equivalents

247 788

237 652

311 859

2 398 407

1 996 932

1 902 044

823 369

727 702

667 879

Total assets
EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent

192 991

240 978

226 971

Non-distributable reserves

Share capital and premium

(6 113)

(76 561)

(37 352)

Foreign currency translation reserve

21 679

28 920

1 261

5 737

6 168

5 473

Distributable reserves

609 075

528 197

471 526

Non-controlling interest

56 059

42 677

50 900

879 428

770 379

718 779

66 083

91 102

68 194

16

13 915

21 171

17 676

2

10 423

9 467

7 094

Amounts owing to vendors

19

2 057

26 353

19 958

Deferred tax liabilities

12

Share-based payments reserve

15

2

Total equity
Non-current liabilities
Long-term liabilities
Liability for share-based payments

Current liabilities

39 688

34 111

23 466

1 452 896

1 135 451

1 115 071

Trade and other payables

17

1 176 323

920 046

979 849

Provisions

18

11 644

15 181

18 147

Amounts owing to vendors

19

14 327

33 132

32 853

4 627

12 659

12 197

245 975

154 433

72 025

2 398 407

1 996 932

1 902 044

Current tax liabilities
Bank overdrafts
Total equity and liabilities

20

As disclosed in Note 17 to the annual financial statements, the current portion of the share-based payment liability has been
reclassified and presented in Trade and other payables. In view of this reclassification a third statement of financial position
as at the beginning of the earlier period has been presented as required by IAS 1.39(c).
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GROUP STATEMENT OF CHANGES IN EQUITY
for the year ended 29 February 2012

US$’000

Nondistributable
reserves

Sharebased
payments
reserve

Distributable
reserves

Equity
attributable
to equity
holders
of the
parent

Share
capital

Share
premium

Foreign
currency
translation
reserve

Balance at 1 March 2010
Total comprehensive
income/(expense)
recognised for the year
Translation of share capital and
share premium
New share issues
Capital distribution and dividend
Acquisitions
Disposals
Share-based payments

238

226 733

1 261

(37 352)

5 473

471 526

667 879

50 900

718 779

–

–

27 659

(14 402)

418

56 671

70 346

6 070

76 416

24
5
–
–
–
–

22 002
13 689
(21 713)
–
–
–

–
–
–
–
–
–

(22 026)
–
–
(2 781)
–
–

–
–
–
–
–
277

–
–
–
–
–
–

–
13 694
(21 713)
(2 781)
–
277

–
–
(1 943)
106
(12 456)
–

–
13 694
(23 656)
(2 675)
(12 456)
277

Balance at 28 February 2011

267

240 711

28 920

(76 561)

6 168

528 197

727 702

42 677

770 379

–

–

(7 241)

(1 089)

(266)

80 878

72 282

4 768

77 050

(19)
1
–
–

(15 130)
3 544
(36 383)
–

–
–
–
–

15 149
–
–
(815)

–
–
–
–

–
–
–
–

–
3 545
(36 383)
(815)

–
–
(3 030)
1 716

–
3 545
(39 413)
901

–
–

–
–

–
–

45 000
5 536

–
–

–
–

45 000
5 536

–
9 928

45 000
15 464

–
–

–
–

–
–

6 667
–

–
(165)

–
–

6 667
(165)

–
–

6 667
(165)

249

192 742

21 679

(6 113)

5 737

609 075

823 369

56 059

879 428

Total comprehensive
income/(expense)
recognised for the year
Translation of share capital and
share premium
New share issues
Capital distribution and dividend
Acquisitions
Derecognition of
put option liability
Disposals
Equity-settled deferred purchase
consideration
Share-based payments
Balance at 29 February 2012

Noncontrolling
interest

Total
equity

Non-distributable reserves relate to the translation of share capital and share premium of the parent company, the recognition of put option
liabilities and reserves recognised in the recording of changes in holdings of subsidiaries.
Foreign currency translation reserve includes the translation of subsidiaries and the parent company into presentation currency.
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 sharebased payments.
Previously the Group aggregated the foreign currency translation reserve and the non-distributable reserve into a single component in equity.
During the current financial year the Group has presented these as two components of equity as follows:
US$’000

Balance at 1 March 2010
Total comprehensive income recognised for the year
Translation of share capital and share premium
Acquisition
Balance at 28 February 2011
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Foreign currency
translation
reserve

Nondistributable
reserve

Total

Previously
disclosed
non-distributable
reserve

1 261

(37 352)

(36 091)

(36 091)

27 659
–

(14 402)
(22 026)

13 257
(22 026)

(8 769)
–

–

(2 781)

(2 781)

(2 781)

28 920

(76 561)

(47 641)

(47 641)

GROUP STATEMENT OF CASH FLOWS

Introduction

for the year ended 29 February 2012

Integrated report

p1 – p15
p16 – p94

Annual financial statements

p95 – p175

Shareholder information

p176 – p187

Notes

2012
US$’000

2011
US$’000

25

102 843

(64 030)

7 623

6 030

(21 905)

(16 210)

(55 619)

(26 687)

32 942

(100 897)

Cash flow from operating activities
Cash generated from/(utilised in) operations
Interest income
Financing costs
Taxation paid

26

Net cash inflow/(outflow) from operating activities
Cash flow from investing activities
Cash outflows for acquisitions

27

(27 521)

(14 705)

Increase in investments

11

–

(911)

14 988

–

Proceeds on disposal of business and investments
Additions to property, plant and equipment

28

(20 010)

(23 153)

Increase to capitalised development expenditure

10

(23 043)

(7 457)

110

226

(55 476)

(46 000)

Proceeds on disposal of property, plant and equipment
Net cash outflow from investing activities
Cash flow from financing activities
Net proceeds from shares issued

478

13 694

(36 383)

(21 713)

(3 030)

(1 943)

(17 925)

(9 190)

(7 207)

4 116

Net cash outflow from financing activities

(64 067)

(15 036)

Net decrease in cash and cash equivalents

(86 601)

(161 933)

Capital distribution
Dividends paid to non-controlling interests
Decrease in amount owing to vendors
Net (repayment)/proceeds of long-term liabilities

Cash and cash equivalents at the beginning of the year

83 219

239 834

Translation differences on opening cash position

29

5 195

5 318

Cash and cash equivalents at end of year

30

1 813

83 219
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS
for the year ended 29 February 2012

1.

REVENUE
Revenue from sale of goods
Revenue from sale of services

2012
US$’000

2011
US$’000

4 608 386
425 008

3 975 706
327 266

5 033 394

4 302 972

2012
Weighted
Number average
grant
of shares
price
’000
2.

SHARE-BASED PAYMENTS
The Group plans are detailed in the remuneration report on pages 81
to 93. 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 five years.
Equity-settled schemes
Datatec Share Appreciation Rights Schemes (“SARs”)
(i) denominated in ZAR
Outstanding at beginning of year
Granted during year
Exercised during year – share price on exercise ZAR41,61
(2011: ZAR36,70)
Forfeited during year
Outstanding at end of year
Exercisable at end of year
The SARs outstanding at 29 February 2012 comprised grant prices in
the range of ZAR13,76 to ZAR38,64 (2011: ZAR13,76 to ZAR38,64)
and had a weighted average remaining contractual life of 3,94 years
(2011: 4,38 years).
(ii) denominated in GBP
Outstanding at beginning of year
Exercised during year
Forfeited during year
Outstanding at end of year
Exercisable at end of year
All the GBP-denominated SARs had been exercised or lapsed by
28 February 2011.
Datatec Long-Term Incentive Plan (“LTIP”)
Outstanding at beginning of year
Granted during year
Settled during year – share price on vesting: ZAR36,61 (2011: ZAR34,27)
Forfeited during year
Outstanding at end of year
Exercisable at end of year
The LTIP awards outstanding at 29 February 2012 comprised grant
prices in the range of ZAR15,59 to ZAR36,61 (2011: ZAR15,59 to
ZAR34,27) and had a weighted average remaining contractual life of
0,9 years (2011: 1,18 years).
Datatec Deferred Bonus Plan (“DBP”)
Outstanding at beginning of year
Granted during year
Settled during year – share price on vesting ZAR36,61 (2011: ZAR34,27)
Outstanding at end of year
Exercisable at end of year
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2011
Weighted
average
Number
grant
of shares
price
’000

2 447
409

ZAR
24,41
36,61

2 376
402

ZAR
21,25
34,27

(132)
–
2 724
321

13,76
–
26,75
25,50

(331)
–
2 447
453

13,76
–
24,41
22,07

–
–
–
–
–

GBP
–
–
–
–
–

26
(5)
(21)
–
–

GBP
2,36
2,36
2,36
–
–

1 536
348
(301)
(90)
1 493
–

ZAR
–
–
–
–
–
–

1 417
350
(90)
(141)
1 536
–

ZAR
–
–
–
–
–
–

218
58
(53)
223
–

ZAR
–
–
–
–
–

192
83
(57)
218
–

ZAR
–
–
–
–

Introduction

p1 – p15

Integrated report

p16 – p94

Annual financial statements

p95 – p175

Shareholder information

2012
Number
of shares
’000
2.

p176 – p187

2011
Weighted
average
grant
price

Number
of shares
’000

Weighted
average
grant
price

SHARE–BASED PAYMENTS continued
Datatec Share Option Scheme (“The Datatec Scheme”)
Outstanding at beginning of year
Reinstated

ZAR
923

9,78

ZAR
1 891

17,61

35

10,96

–

–

Exercised during year

(330)

10,63

(435)

10,45

Forfeited during year

(10)

10,20

(533)

37,03

Outstanding at end of year

618

9,38

923

9,78

Exercisable at end of year

618

9,38

923

9,78

The weighted average share price at the date of exercise
for the share options exercised during the year was
ZAR38,37 (2011: ZAR32,58).
The options outstanding at 29 February 2012 comprised
grant prices in the range of ZAR6,95 to ZAR12,04 (2011:
ZAR6,95 to ZAR15,07) and had a weighted average
remaining contractual life of 2,41 years (2011: 2,88 years).
Fair value is measured by use of an actuarial binomial
model for the equity-settled share-based payment
schemes with additionally a Monte Carlo Simulation model
used for the TSR performance condition on the LTIP as
explained on pages 85 to 88 of the integrated report. The
main inputs in the models, in addition to those recorded
above, are set out in the table below.
Grant date

12 May 2011

14 May 2010

Vesting date

12 May 2014

14 May 2013

28 February 2011
to
28 February 2014

28 February 2010
to
28 February 2013

Performance period (LTIP)
Share price grant (closing price)

ZAR37,50

ZAR38,30

Weighted fair value at grant date: SARs

ZAR13,56

ZAR14,76

LTIP

ZAR22,07

ZAR23,94

DBP

ZAR34,23

ZAR32,96

Risk free rate (NACA)

7,37%

7,63%

Dividend yield (NACA)

3,00%

5,00%

Volatility of Datatec

39%

42%

Correlation of TSR group with Datatec (average)

59%

59%

The expected life used in the models has been adjusted, based on management best estimate, for the effects of
non-transferability, exercise restrictions and behavioural considerations. Expected volatility was determined by
calculating the historical volatility of the Group’s share price over the previous four years.
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2012

2012
Weighted
Number average
grant
of shares
price
’000
2.

2011
Weighted
average
Number
grant
of shares
price
’000

SHARE–BASED PAYMENTS continued
Cash-settled scheme
Westcon Group, Inc. share options
Outstanding at beginning of year

US$

US$

3,4

1 280,00

–

–

(1,0) 1 280,00

Forfeited during year

(3,2) 1 280,00

(0,5) 1 280,00

Outstanding at end of year

0,2

1 280,00

3,4

1 280,00

–

–

–

–

Exercised during year

Exercisable at end of year

4,9

1 280,00

The options outstanding at 29 February 2012 all have a grant of $1 280
and remaining contractual life of 0,3 years (2011: weighted 0,8 years).
Westcon Group, Inc. Share Appreciation Rights Scheme (“SARs”)
Outstanding at beginning of year

US$

US$

10,2

2 594,16

10,1

2 042,13

Granted during year

3,7

3 400,00

4,2

3 100,00

Exercised during year – exercise value $3 400 (2011: $3 100)

(2,3) 2 331,27

(3,4) 1 662,12

Forfeited during year

(0,2) 3 100,00

(0,7) 2 246,99

Outstanding at end of year

11,4

2 331,27

10,2

2 594,16

4,4

2 585,47

3,3

2 386,96

300

4,82

150

3,74

Granted during year

17

8,23

150

5,90

Forfeited during year

(13)

5,90

–

–

Outstanding at end of year

304

4,97

300

4,82

–

–

–

–

Exercisable at end of year
The SARs outstanding at 29 February 2012 comprised grant prices in
the range of $2 590 to $3 400 (2011: $960 to $3 100) and had a
weighted average remaining contractual life of 3,1 years (2011: 3,3 years).
Westcon Emerging Markets Group SAR Scheme
Outstanding at beginning of year

Exercisable at end of year

US$

US$

The SARs outstanding at 29 February 2012 comprised grant prices in
the range of $3,74 to $8,23 (2011: $3,74 to $5,90) and had a weighted
average remaining contractual life of 2,9 years (2011: 3,8 years).
Westcon Africa SAR Scheme

US$

US$

Outstanding at beginning of year

40

5,86

20

4,36

Granted during year

20

12,72

20

7,36

Outstanding at end of year

60

8,15

40

5,86

–

–

–

–

Exercisable at end of year
The SARs outstanding at 29 February 2012 comprised grant
prices in the range of $4,36 to $12,72 (2011: $4,36 to $7,36) and
had a weighted average remaining contractual life of 3,3 years
(2011: 3,8 years).
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2012
Weighted
Number average
grant
of shares
price
’000

2011
Weighted
average
Number
grant
of shares
price
’000

ZAR

ZAR

SHARE–BASED PAYMENTS continued
Westcon South Africa SAR Scheme
Outstanding at beginning of year

64

95,53

85

84,89

Granted during year

21

112,47

20

93,56

Exercised during year – share price on exercise ZAR112,47
(2011: ZAR93,56)

(11)

74,71

(18)

39,73

Forfeited during year

(19)

97,41

(23)

99,32

Outstanding at end of year

55

105,38

64

95,53

–

–

–

–

Exercisable at end of year
The SARs outstanding at 29 February 2012 comprised grant prices in
the range of ZAR82,00 to ZAR140,00 (2011: ZAR74,71 to ZAR140,00)
and had a weighted average remaining contractual life of 3,0 years
(2011: 3,0 years).
Westcon Middle East SAR Scheme

US$

US$

Outstanding at beginning of year

61

32,15

68

24,40

Granted during year

20

50,53

18

41,96

Exercised during year – share price on exercise $50,53 (2011: $41,96)

(25)

19,70

(25)

17,68

–

–

–

–

56

39,57

61

32,15

–

–

–

–

Forfeited during year
Outstanding at end of year
Exercisable at end of year
The SARs outstanding at 29 February 2012 comprised grant prices in the
range of $25,00 to $50,53 (2011: $25,00 to $41,96) and had a weighted
average remaining contractual life of 3,4 years (2011: 3,2 years).
The Logicalis SAR Scheme
Outstanding at beginning of year
Granted during year
Exercised during year – share price on exercise $4,15 (2011: $2,97)

US$

US$

4 696

3,00

3 860

3,00

757

4,15

1 133

2,97

(1 152)

2,46

(45)

2,10

(22)

2,92

(252)

3,07

Outstanding at end of year

4 279

3,35

4 696

3,00

Exercisable at end of year

1 968

3,59

1 495

3,02

Forfeited during year

The SARs outstanding at 29 February 2012 comprised grant prices in
the range of $1,90 to $4,15 (2011: $1,90 to $3,94) and has a weighted
average remaining contractual life of 4,21 years (2011: 4,31 years).
PromonLogicalis Latin America SAR Scheme
Outstanding at beginning of year

US$
763

US$

2,40

388

1,93

Granted during year

381

4,22

383

2,87

Exercised during year – share price on exercise $4,22

(141)

1,93

–

–

(9)

2,95

(8)

1,93

994

3,16

763

2,40

46

1,93

–

–

Forfeited during year
Outstanding at end of year
Exercisable at end of year
The SARs outstanding at 29 February 2012 comprised grant prices in
the range of $1,93 to $4,22 (2011:$1,93 to $2,87) and has a weighted
average remaining contractual life of 5,48 years (2011: 5,8 years).
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2012

2.

2012
Weighted
Number average
grant
of shares
price
’000

2011
Weighted
average
Number
grant
of shares
price
’000

GBP

GBP

SHARE–BASED PAYMENTS continued
Analysys Mason Performance Share Scheme
Note: a proportion of this scheme is settled in Analysys Mason equity
Outstanding at beginning of year

115

15,91

125

18,58

Granted during year

40

11,16

43

12,12

Exercised during the year – share price on exercise
£11,16 (2011: £12,12)

(8)

19,95

(9)

21,72

Forfeited during the year

(35)

15,31

(44)

18,49

Outstanding at end of year

112

14,06

115

15,91

–

–

–

–

Exercisable at end of year
The awards outstanding at 29 February 2012 had a weighted average
remaining contractual life of 1,5 years (2011: 1,7 years).
Analysys Mason Growth Share Plan

GBP

GBP

Outstanding at beginning of year

358

–

158

–

Issued during year

200

–

200

–

Forfeited during year

(79)

–

–

–

Outstanding at end of year

479

–

358

–

–

–

–

–

Exercisable at end of year
The SARs outstanding at 29 February 2012 had a weighted average
remaining contractual life of 6,3 years (2011: 6,6 years).
Intact Group SAR Scheme
Outstanding at beginning of year

GBP
27

GBP

2,47

–

–

Granted during year

–

–

27

2,47

Forfeited during year

(1)

2,47

–

–

Outstanding at end of year

26

2,47

27

2,47

–

–

–

–

Exercisable at end of year
The SARs outstanding at 29 February 2012 had a grant price of
£2,47 (2011: £2,47) and a remaining contractual life of 5,3 years
(2011: 6,3 years).
Fair value is measured by use of Black-Scholes models for the
cash-settled share-based payment schemes.
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2011

SHARE–BASED PAYMENTS continued
The main inputs into the models used
by subsidiaries, in addition to those
recorded above, fall into the following
ranges:
Grant date
Vesting date

1 July 2011

1 July 2010

30 June 2013 to 30 June 2016

30 June 2012 to 30 June 2015

Risk free rate (NACA)

0,30% to 8,40%

1,00% to 10,20%

Expected life (years)

2,20 to 6,34

1,31 to 6,56

Divided yield (NACA)

0,00% to 5,00%

0,00% to 5,00%

Volatility of subsidiary

37,7% to 45,0%

39,1% to 45,0%

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 behavioural considerations. Expected volatility of subsidiaries has been
determined by reference to peer group data.
2012
US$’000

2011
US$’000

1 552

1 620

140

196

1 692

1 816

Expense in respect of equity-settled schemes
Datatec Limited
Subsidiaries
Expense in respect of cash-settled schemes (all in subsidiaries)

10 053

8 908

11 745

10 724

Settlements of $1,857 million have been paid relating to equity-settled schemes for the year ended 29 February 2012
(2011: $1,539 million).
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2012

3.

2012
US$’000

2011
US$’000

4 298

3 801

450

559

405

536

45

23

4 748

4 360

2 781

2 225

13 518

12 291

76

76

OPERATING PROFIT
Operating profit is arrived at after taking into account the following items:
Auditors’ remuneration
Audit fees
Other services
Taxation services
Other services and expenses

Depreciation
Office furniture, equipment and motor vehicles
Computer equipment and software
Land and buildings
Leasehold improvements

3 637

2 404

20 012

16 996

3 849

4 049

Amortisation of acquired intangible assets

15 686

16 160

Total depreciation and amortisation

39 547

37 205

4 670

4 334

5 255

3 909

Amortisation of capitalised development expenditure

Foreign exchange losses/(gains)
Realised

(585)

425

Impairment losses recognised on trade receivables

Unrealised

5 927

6 553

Reversal of impairment losses on trade receivables

(2 883)

(3 738)

Fees for professional services

16 234

14 928

Administrative and managerial

325

919

Consulting

8 254

7 740

Accounting and advisory

7 655

6 269

29 527

25 091

Operating lease rentals
Office furniture, equipment and motor vehicles
Land and buildings
Computer equipment
(Profit)/loss on disposal of office furniture, equipment and motor vehicles
Retirement benefit contributions

1 201

1 571

27 740

22 794

586

726

(733)

67

8 570

6 375

439 250

403 956

Directors’ emoluments*

4 415

4 405

Executive directors

Staff costs

3 730

3 777

Salaries

1 517

1 446

Bonuses

1 921

2 061

292

270

685

628

Benefits
Non-executive directors’ emoluments – Fees
*Full details of directors’ emoluments are provided in Note 23 on pages 140 to 144.
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2012
US$’000

2012
US$’000

20 474

14 257

Finance leases

464

974

Debt issuance costs

967

979

21 905

16 210

87

628

13

69

FINANCING COSTS
Bank overdrafts and trade finance

5.

p176 – p187

TAXATION
5.1

Taxation charge
South African normal taxation:
Current taxation – Current year
– Prior year
Deferred taxation – Current year
– Prior year

145

(89)

(7)

(256)

238

352

48 718

29 532

(206)

(3 689)

104

7 549

Foreign taxation
Current taxation – Current year
– Prior year
Deferred taxation – Current year
– Prior year
Total taxation charge
5.2

48

(1 506)

48 664

31 886

48 902

32 238

Reconciliation of taxation rate to profit before taxation
South African statutory tax rate

28,0%

28,0%

Permanent differences

1,4%

10,3%

Tax loss utilised

(0,5%)

(1,1%)

Foreign taxation rate differential

2,8%

5,3%

Tax losses and other deferred tax assets not recognised

3,7%

5,6%

Rate adjustment

0,1%

(0,1%)

Prior year adjustment

(0,1%)

(6,8%)

Effective taxation rate

35,4%

41,2%

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:

35 969

31 105

Estimated future tax relief at an estimated tax rate of 30,0% (2011: 30,3%) is
$10,8 million (2011: $9,4 million). A deferred tax asset of $5,1 million (2011:
$4,7 million) has already been recognised in respect of these losses as set
out in Note 12

10 786

9 428

If the fair value movements on put option liabilities and acquisition-related fair value adjustments are excluded
from profit before tax, the effective tax rate would have been 35,1% (2011: 34,7%).
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6.

2012
US$’000

2011
US$’000

80 846

41 893

(658)

2 127

(733)

2 103

75

24

80 188

44 020

8 978

25 685

(585)

425

EARNINGS PER SHARE
Reconciliation of attributable profit to headline earnings
Profit for the year attributable to equity holders of the parent
Headline earnings adjustments:
(Profit)/loss on disposal of property, plant and equipment and investments
Tax effect
Headline earnings
Reconciliation of headline earnings to underlying earnings
Underlying earnings adjustments:
Unrealised foreign exchange (gains)/losses
Amortisation of acquired intangible assets

15 686

16 160

Fair value movements on acquisition-related financial instruments

(402)

14 701

Acquisition-related adjustment

(240)

–

14 459

31 286

(5 472)

(5 559)

(9)

(42)

89 166

69 705

US cents

US cents

Tax effect
Non-controlling interest
Underlying earnings

Basic earnings per share

43,5

22,8

Headline earnings per share

43,1

23,9

Underlying earnings per share

47,9

37,9

Diluted earnings per share

42,8

22,4

Diluted headline earnings per share

42,5

23,5

Diluted underlying earnings per share

47,2

37,3

The earnings metrics above are calculated on the weighted average number of
shares in issue during the year of 186 064 151 (2011:184 141 447).

The diluted earnings metrics above are calculated on the diluted weighted average number of shares in issue during
the year of 188 884 012 (2011: 186 955 172), taking into account the difference between the number of shares
issuable and the number of shares that would be issued at fair value in respect of the 617 285 (2011: 922 305) options
granted, but not exercised.
Included in the weighted average number of shares are 198 656 shares weighted in relation to 1 211 802 shares that
are considered contingently issuable and have been included in the calculation of basic, headline and underlying
earnings per share from the date that all the necessary conditions were satisfied. On 31 December 2011, all the
necessary conditions were satisfied.
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2012
US$’000

2011
US$’000

Profits – continuing operations

75 563

51 326

Losses – continuing operations

(3 637)

(7 851)

71 926

43 475

INTEREST IN PROFITS AND LOSSES OF SUBSIDIARIES
Interest in the aggregate amount of profits and losses of subsidiaries after taxation

8.

PROPERTY, PLANT AND EQUIPMENT
2012
US$’000
Accumulated
Cost depreciation
Office furniture, equipment and
motor vehicles
Computer equipment and software
Leasehold improvements

2011
US$’000
Net
book
value

Net
book
value

Accumulated
Cost depreciation

31 660

15 620

16 040

26 000

12 324

13 676

108 423

85 988

22 435

94 674

73 884

20 790

33 350

16 680

16 670

30 601

13 295

17 306

–

–

–

1 448

305

1 143

173 433

118 288

55 145

152 723

99 808

52 915

Land and buildings

Included in property, plant and equipment are assets held under finance lease agreements with a net book value of $6,8 million
(2011: $11,2 million) which are encumbered as security for liabilities under finance lease agreements as stated in Note 16.

Movement of property, plant
and equipment (US$’000)

Office
furniture,
equipment
Computer
and motor
equipment
vehicles and software

Leasehold
improvements

Land and
buildings

Total

2012
Net book value at the beginning of the year
Subsidiaries acquired
Additions

13 676

20 790

17 306

1 143

52 915

625

2 746

460

–

3 831
20 010

4 461

12 834

2 715

–

Translation differences

96

(995)

(66)

(107)

(1 072)

Disposals

(37)

(70)

(108)

(960)

(1 175)

–

648

Transfers from capitalised development
expenditure

–

648

–

Depreciation

(2 781)

(13 518)

(3 637)

Net book value at the end of the year

16 040

22 435

16 670

–

55 145

6 352

16 375

19 490

1 219

43 436

Subsidiaries acquired

422

131

100

–

653

Subsidiaries disposed

(4)

(10)

–

–

(14)

2 787

15 388

4 978

–

23 153

942

1 336

698

–

2 976

5 521

28

(5 549)

–

–

–

(293)

(76) (20 012)

2011
Net book value at the beginning of the year

Additions
Translation differences
Transfers
Disposals
Depreciation
Net book value at the end of the year

(119)

(167)

(7)

(2 225)

(12 291)

(2 404)

13 676

20 790

17 306

(76) (16 996)
1 143

52 915
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9.

GOODWILL
The Group completed its 2012 impairment test for goodwill. External valuations are performed for each of the cashgenerating units and compared to the goodwill. The impairment test is performed at the cash-generating unit level. As
a result of the impairment analysis, it was concluded that no impairments were required for 2012. 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 been extrapolated using rates deemed appropriate by division management
based on three-year budgets. These growth rates will be used as the projected long-term growth rate for the
operations. Management in the division believes that any reasonably possible change in the key assumptions on which
recoverable amount is based would not cause the aggregate carrying amount to exceed the aggregate recoverable
amount of the cash-generating unit.
2012
US$’000

2011
US$’000

377 869

338 320

338 320

315 131

Arising on acquisition of subsidiaries

48 514

13 746

Movement

(6 302)

–

Translation

(2 663)

9 443

377 869

338 320

Goodwill at cost

454 087

414 538

Accumulated impairment

(76 218)

(76 218)

Per segment:

377 869

338 320

Westcon

186 024

173 772

Logicalis

172 526

146 183

19 319

18 365

Net book value
At the beginning of the year

Balance at the end of the year

Consulting

The table below contains the key assumptions that were used in the value-in-use calculations:

Weighted average cost of capital

Westcon
%

Logicalis
%

Consulting
%

12

13

14

Revenue growth rate

10,5

8,5

8

Terminal growth rate

3

2,5

2
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2012
US$’000

2011
US$’000

OTHER INTANGIBLE ASSETS
10.1 Capitalised development expenditure
Net book value

34 117

15 570

At the beginning of the year

15 570

12 181

Amounts capitalised

23 043

7 457

(648)

–

Transfer to property, plant and equipment
Translation

1

(19)

(3 849)

(4 049)

34 117

15 570

Intangibles at cost

73 707

51 311

Accumulated amortisation and impairment

(39 590)

(35 741)

41 772

43 796

At the beginning of the year

43 796

51 780

Arising on acquisition of subsidiaries

13 949

6 211

(287)

1 965

(15 686)

(16 160)

41 772

43 796

Intangibles at cost

131 045

117 383

Accumulated amortisation and impairment

(89 273)

(73 587)

Amortisation
Balance at the end of the year

10.2 Acquired intangible assets
Net book value

Translation
Amortisation
Balance at the end of the year
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11.

INVESTMENTS
Investments currently comprise investments in joint ventures, associates and other investments that are equity- or
cost-accounted. Details of the Group’s investments are:
Ownership
Fair value
Name

Country

2012
%

2011
%

2012
US$’000

2011
US$’000

Turkey

50

50

4 694

4 202

Equity-accounted
Neteks
The VIA Group*

USA

–

50

–

2 582

Reseller Marketing Services LLC**

USA

–

50

–

219

UK

30

30

771

667

UK

10

10

Cornwall Energy Associates Limited
Cost-accounted
SJ Associates (Hemingford) Limited

244

244

5 709

7 914

* On 2 October 2011, The VIA Group (“VIA”) became a 52,94% owned subsidiary of Datatec Limited and is no longer equity-accounted.
**Liquidated in November 2011.

Summarised financial information in respect of the above equity-accounted investments and joint ventures:
2012
US$’000

2011
US$’000

Total assets

41 124

35 114

Total liabilities

(36 562)

(28 862)

Net assets

4 562

6 252

Group’s share of net assets

2 156

3 126

91 052

79 168

1 104

237

425

118

Total revenue
Profit for the year
Group’s share of profits
In the prior year, Datatec held a 50% interest in VIA and accounted for the investment
as an associate. In October 2011, Datatec acquired a further controlling stake in VIA
with the result that its shareholding increased to 52,94%. From this date, VIA’s results
are consolidated in the Group’s results.

US$’000
Fair value of investment at 7 October 2011

2 542

Less: Carrying amount of investment on the date of gain of control

(2 542)

Gain recognised
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2012
US$’000

2011
US$’000

Balance at the beginning of the year

35 966

30 617

Arising on acquisition of subsidiaries

483

200

–

(80)

3 723

2 607

DEFERRED TAX ASSETS/(LIABILITIES)
12.1 Movement of deferred tax assets

Disposals
Credit to statement of comprehensive income
Translation and other movements

(2 943)

2 622

37 229

35 966

1 924

1 351

Analysis of deferred tax assets
Capital allowances
Provisions

23 651

18 378

Effect of tax losses

5 142

4 742

Goodwill and intangible assets

2 946

4 272

Other temporary differences

3 566

7 223

37 229

35 966

Balance at the beginning of the year

(34 111)

(23 466)

Arising on acquisition of subsidiaries

(1 815)

(2 068)

Charge to statement of comprehensive income

(4 013)

(8 305)

251

(272)

(39 688)

(34 111)

(1 072)

(1 024)

(31 052)

(24 546)

(7 564)

(8 541)

(39 688)

(34 111)

12.2 Movement of deferred tax liabilities

Translation and other movements

Analysis of deferred tax liabilities
Capital allowances
Goodwill and intangible assets
Other temporary differences
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13.

2012
US$’000

2011
US$’000

7 167

6 925

INVENTORIES
Spares/maintenance inventory
Work in progress
Finished goods
Merchandise for resale
Inventory provisions

4 872

3 494

98 692

27 776

316 034

276 916

426 765

315 111

(14 650)

(15 651)

412 115

299 460

Obsolete inventory amounting to $2,6 million (2011: $2,1 million) was written off during the year.
Westcon has certain return policies with its major vendors to reduce the risk of technological obsolescence.
One of Westcon’s European subsidiaries has an inventory purchase financing arrangement for a specific vendor’s
purchases for a maximum of $37 million (2011: $30 million) which extends payment terms from 30 to 60 days. The
agreement may be cancelled at any time with a sixty-day notice by either Westcon or the vendor. As at 29 February
2012 and 28 February 2011, $36,5 million and $25,8 million, respectively, were outstanding (including VAT) under this
arrangement and are included in accounts payable on the consolidated statement of financial position.
Westcon’s Latin American subsidiaries have an arrangement with a financing company to provide up to an aggregate
of $50 million (2011: $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 option to renew. As of 29 February
2012 and 28 February 2011, $40,2 million and $27,9 million, respectively, were outstanding under this arrangement
and are 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 for a maximum of $53 million (2011: $48 million) which extend payment terms from 30 up to 90 days.
The agreements may be cancelled at any time with a sixty-day notice by either Westcon or the vendors.
Some of Westcon’s AIME subsidiaries have inventory purchase financing agreements for specific vendors’ purchases
for a maximum of $30 million which extend payment terms from 30 up to 60 days. The agreements may be cancelled
at any time with a sixty-day notice by either Westcon or the vendors.
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2012
US$’000

2011
US$’000

1 033 841

824 347

TRADE RECEIVABLES
Trade receivables
Receivable allowance

(13 296)

(13 951)

1 020 545

810 396

All trade receivables represent financial assets of the Group and are classified as loans at amortised cost. The carrying
value of receivables balances approximates their fair value.
Trade receivables older than ninety 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 receivables balance are debtors with a carrying amount of $243,7 million (2011:
$242,5 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% (2011: 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:
North
America

South
America

UK and
Europe

AsiaPacific

AIME

Total

One month past due

33 019

27 953

42 819

18 142

27 287

149 220

Two months past due

US$’000
2012

12 185

18 871

6 284

5 913

2 579

45 832

Three months past due

4 123

4 322

2 668

2 252

2 860

16 225

Four months and greater past due

8 796

9 100

3 609

2 099

8 850

32 454

58 123

60 246

55 380

28 406

41 576

243 731

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

2011

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
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TRADE RECEIVABLES continued
Reconciliation of the receivables allowance account:
North
America

South
America

UK and
Europe

AsiaPacific

AIME

Total

Opening balance

(2 575)

(2 074)

(3 581)

(1 489)

(4 232)

(13 951)

Impairment losses recognised
on receivables

(1 419)

(1 849)

(716)

(205)

(1 738)

(5 927)

US$’000
2012

Impairment losses reversed

–

935

1 683

265

–

2 883

1 625

365

886

455

184

3 515

(11)

68

(70)

(168)

365

184

(2 380)

(2 555)

(1 798)

(1 142)

(5 421)

(13 296)

(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

(52)

95

(296)

(189)

(56)

(498)

(2 575)

(2 074)

(3 581)

(1 489)

(4 232)

(13 951)

Bad debt write-offs
Exchange gains and losses

2011
Opening balance

Exchange gains and losses

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.
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TRADE RECEIVABLES continued
Analysis of impaired trade receivables
Included in the allowance for doubtful debts are individually impaired trade receivables with a balance of $19,7 million
(2011: $21,4 million). The impairment recognised represents the difference between the carrying amount of these trade
receivables and the present value of any expected collections.
US$’000

North
America

South
America

UK and
Europe

AsiaPacific

AIME

Total

2012
Gross value of debtors that have been
individually impaired

3 480

4 373

2 670

16 043

6 381

32 947

Impairment loss against these debtors

(2 380)

(2 555)

(1 798)

(1 142)

(5 421)

(13 296)

1 100

1 818

872

14 901

960

19 651

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

The Group does not hold any collateral against these specific debtors

15.

2012
US$’000

2011
US$’000

249

267

192 742

240 711

192 991

240 978

Number of
shares

Share
capital
US$’000

Share
premium
US$’000

182 289 608

238

226 733

SHARE CAPITAL AND PREMIUM
Authorised share capital
400 000 000 (2011: 400 000 000) ordinary shares of R0,01 each
Issued share capital
186 527 779 (2011: 185 591 558) ordinary shares of R0,01 each
Share premium

Balance at 1 March 2010
Issue of shares for share options

435 390

1

606

2 866 560

4

13 083

Capital distribution

–

–

(21 713)

Effects of foreign currency translation

–

24

22 002

Issue of shares for acquisitions

185 591 558

267

240 711

Issue of shares for share options

Balance at 28 February 2011

330 320

*

478

Issue of shares for acquisitions

605 901

1

3 066

–

–

(36 383)

Capital distribution
Effects of foreign currency translation
Balance at 29 February 2012

–

(19)

(15 130)

186 527 779

249

192 742

* Less than $500.
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SHARE CAPITAL AND PREMIUM continued
The shares issued to settle options exercised under the terms of the Datatec Share Option Scheme are issued under
the authority of the shareholders’ approval for that scheme. At the reporting date 12 710 584 (2011: 12 380 264)
of the outstanding share options had been exercised and shares issued in settlement. As at 29 February 2012,
617 285 (2011: 922 305) share options had been granted but had not yet been exercised or lapsed.
At the annual general meeting of shareholders on 14 September 2011, up to 8 000 000 unissued shares (2011:
8 000 000 unissued shares) were placed under the control of the directors until the next general meeting, subject to
the provisions of the Companies Act and the requirements of the JSE Limited.
The shares issued for acquisitions above were issued under the shareholders’ authorities given at a general meeting on
11 August 2010 and at the annual general meeting held on 14 September 2011.
As of 29 February 2012, the Group held 173 704 (2011: 608 772) shares as treasury shares that had been acquired by
the Datatec Share Incentive Trust 2005. These have been set-off against share premium. Share issue expenses for the
year amounted to $6 229 (2011: $24 534).
During the year ended 29 February 2012 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

605 901

37,17

Netarx LLC

–
330 320

16.

2012
US$’000

2011
US$’000

12 074

16 770

13 021

18 141

(947)

(1 371)

9 749

17 643

LONG-TERM LIABILITIES
Liabilities under capitalised finance leases
Minimum lease payments
Future finance charges
Secured loans
Other long-term liabilities

444

686

22 267

35 099

Less: Current portion included in accounts payable (Note 17)

(8 352)

(13 928)

Long-term portion

13 915

21 171

Repayable within two years

6 075

7 499

Repayable within three years

4 758

6 068

Repayable within four years

3 082

4 683

Repayable within five years

–

2 921

13 915

21 171

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 $6,8 million (2011: $11,2 million). The final repayment date is
October 2015.
Westcon
Westcon had a $30 million syndicated term loan which matures in August 2012. The syndicated term loan required
Westcon to make payments of $1,5 million every three months. In 2012, Westcon repaid the remaining outstanding
balance, which included the required amortisation and additional annual payment based on excess cash flows.
In 2011, Westcon entered into an $11,9 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 required 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. In 2012,
Westcon repaid the annual principal amount of $2,4 million and interest of $0,5 million.
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2012
US$’000

2011
US$’000

862 701

637 803

57 703

44 461

TRADE AND OTHER PAYABLES
Trade payables
Deferred revenue
Accruals VAT/sales tax

28 342

23 339

209 567

194 154

Liability for share-based payment (current portion)

9 658

6 361

Current portion of long-term liabilities (Note 16)

8 352

13 928

1 176 323

920 046

Accruals and sundry creditors

The carrying value of liabilities approximates their fair value. Trade accounts payable will be settled in normal
trade operations.
During the current financial year, the Group reclassified the current portion of the share-based payment liability to Trade
and other payables; in order to present more reliable and relevant information. Previously, the current portion was
presented as a single amount under Non-current liabilities. The current portion amounts to $9 658 (2011: $6 361)
comparative amounts have been reclassified.
One of Westcon’s European subsidiaries had an arrangement with a financial institution to provide up to an aggregate
of $281 million of vendor inventory purchase financing (not including $30 million for VAT) which effectively enabled
Westcon 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 matured in July 2010.
The cash flows arising from this arrangement were considered to be operating in nature and are included in operating
activities on the statement of cash flows.
18.

PROVISIONS
US$’000
Balance at 1 March 2010

Restructuring

Legal claims
and costs

Onerous
contracts

Other

Total

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

532

981

1 048

12 620

15 181

–

–

40

48

88

Amounts added

789

32

613

1 201

2 635

Utilised

(491)

(758)

–

(1 380)

(2 629)

Amounts reversed

–

(142)

(778)

(2 559)

(3 479)

Translation and other

–

(27)

(22)

(103)

(152)

830

86

901

9 827

11 644

Balance at 28 February 2011
Acquisition

Balance at 29 February 2012

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.
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2012
US$’000

2011
US$’000

Long-term portion

2 057

26 353

Short-term portion

14 327

33 132

16 384

59 485

AMOUNTS OWING TO VENDORS

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 relevant profit warranties.
The amounts owing are interest free.
On 1 July 2011 the Group acquired the business and assets of Netarx LLC (“Netarx”). The consideration payable included
a maximum potential contingent consideration of $6 million. At 29 February 2012 the contingent consideration payable is
expected to be $4,4 million, based on certain criteria relating to the contingent consideration not being met. The portion of
the contingent consideration reversed of $1,6 million has been recognised in the statement of comprehensive income.
The amount included in the closing balance in respect of the fair value for put option liabilities is $7,1 million (2011:
$52,1 million).
IAS 32 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. The amount recognised initially in 2009 was $43,1 million, while the amount recorded in the
statement of comprehensive income in 2012 is a net credit of $16 thousand (2011: charge of $14,7 million).
On 31 August 2011, Promon SA (“Promon”) purchased an additional 10% in Promon Logicalis Latin America
Limited (“PLLAL”), increasing its share of the business to 40%. As a result the Group’s equity ownership of PLLAL
through Logicalis has decreased to 60%. At the same time Promon agreed to cancel its put option on its
shareholding in PLLAL.
The put option liability of $45 million was derecognised directly to equity in the current financial year, with the fair value
movements up to 31 August 2011 recognised in the statement of comprehensive income.

20.

2012
US$’000

2011
US$’000

245 975

154 433

BANK OVERDRAFTS
Total bank overdrafts at year-end

South Africa and other holdings
The Group has general short-term banking facilities amounting to R30 million (2011: R30 million) with The Standard
Bank of South Africa Limited, bearing interest at the South African prime interest rate (9% as at 29 February 2012 and
28 February 2011).
The Group also has access to an uncommitted lending facility amounting to R30 million with Investec Bank Limited in
South Africa, bearing interest at the South African prime rate (9% as at 29 February 2012 and 28 February 2011).
As at 29 February 2012 the amount drawn was R10 million (28 February 2011: R20 million).
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BANK OVERDRAFTS continued
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 December 2016. 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 $50 million ($40 million at
28 February 2011) 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 $50 million
($10 million at 28 February 2011). As at 29 February 2012, $2,05 million ($1,5 million as at 28 February 2011) 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 29 February 2012, there was a $10 million six-year note payable outstanding
to Westcon which matures on 1 September 2017. The Revolver also allows for cash distributions to Westcon.
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 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 1,5% to 2% (in 2011 from 1,25% to
1,75%) and the index rate margin ranges from negative 0,5% to negative 0,00% (in 2011 the ranges were 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
twelve-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 US and Canadian subsidiaries to pay dividends to Westcon. The effective
interest rate at 29 February 2012 was 2,1% (28 February 2011: 1,96%).
Westcon’s Brazilian subsidiary has a revolving credit facility with a financial institution. The facility is for 93 million Reals
(the equivalent of $54,2 million at 29 February 2012) and matures in October 2012 (54 million Reals or $32,5 million at
28 February 2011 that matured in April 2011). The facility bears interest based on the financial institution’s overnight
lending rate of 15,03% at 29 February 2012.
Westcon’s European subsidiary has a revolving credit facility with a financial institution. The facility is for €15,3 million
($20,3 million at 29 February 2012) and is drawn down on demand. €4 million ($5,3 million at 29 February 2012) of the
facility bears interest at the financial institution’s base rate plus 1,75% (3% at 29 February 2012) and €11,3 million
($15 million at 29 February 2012) of the facility bears interest at the financial institution’s money market rate of 1,38%
at 29 February 2012.
Westcon’s European subsidiary has an additional revolving credit facility with a financial institution that was entered into in
the previous financial year. The facility is for $200 million and matures in July 2014. Advances under this arrangement are
available up to 85% of the subsidiary’s eligible accounts receivable and bears interest at a rate of 1,6% above the US$,
Euro or Sterling base rate which were 0,25%, 1,25% and 0,5%, respectively, at 29 February 2012.
Westcon’s Indian subsidiary has a revolving credit facility with a financial institution. The facility is for 450 million
Rupees, the equivalent of $9,2 million at 29 February 2012 ($9,9 million at 28 February 2011), and matures between
October 2012 and January 2013. The facility bears interest between 13,65% and 15,75%.
One of Westcon’s United Kingdom subsidiaries had an accounts receivable financing arrangement with a financial
institution. Obligations under this financing arrangement were guaranteed by trade receivables in Europe. The duration
of this agreement was thirty-six months and matured in January 2011. The accounts receivable facility was paid on the
maturity date and the financing arrangement was not renewed.
In July 2011 Westcon entered into a standby credit facility with a financial institution for $2 million. The facility bears
interest at Westcon’s option of (i) LIBOR plus 2% or (ii) prime rate and matures in July 2012. There was no outstanding
balance at 29 February 2012.
Westcon’s Australian subsidiary has an arrangement with a financial institution to provide up to AU$15 million, the
equivalent of $16,1 million, at 29 February 2012, 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% (5,46% as at 29 February 2012). There was no outstanding balance
at 29 February 2012.
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BANK OVERDRAFTS continued
Westcon continued
Westcon’s Singapore subsidiary has a financing arrangement with a financial institution. Advances under this
arrangement are generally available for up to 80% of the subsidiary’s eligible accounts receivable up to a maximum of
$17 million. The 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 1,65%
(currently 2,03% per annum). There was no outstanding balance at 29 February 2012.
Logicalis
Logicalis operates a treasury management system from HSBC Bank plc in the UK. The facilities include a £10 million invoice
financing facility, a £2 million overdraft and a three-year £5 million revolving 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 has a six-month notice period, 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 29 February 2012, the UK base rate was 0,50% (2011: 0,50%). The revolving credit facility
expires in April 2013, bears interest at the UK LIBOR rate plus 2,25% and is secured by a Datatec guarantee. At 29 February
2012 the UK one-month Sterling LIBOR rate was 0,74% (2011: 0,61%). The facility is subject to a minimum EBITDA to
interest expense ratio covenant and an EBITDA to net debt ratio covenant.
In October 2011, Logicalis, Inc. signed a four-year $50 million revolving credit facility with Comerica Bank and HSBC
Bank USA. The accounts receivable book of Logicalis, Inc. is security for the facility and the facility is subject to a fixed
charge coverage covenant. The amended facility bears interest at a rate of the applicable margin plus the greatest
of the prime rate, the Federal Funds effective rate plus 1% and the daily adjusting LIBOR rate plus 1%; where the
applicable margin is dependent on the previous quarter’s average facility availability and ranges between 32,5 and
57,5 basis points. At 29 February 2012, the US prime rate was 3,25% (2011: 3,25%), the Federal Funds rate was
0,00 to 0,25% (2011: 0,00% to 0,25%) and one-month US$ LIBOR was 0,24% (2011: 0,26%).
Logicalis’ Brazilian subsidiaries have financing arrangements with a number of financial institutions which provide facilities for
working capital loans and trade imports. These facilities are secured via short-term promissory notes, typically of 150 or
180-day duration, and have no covenants associated with them. At 29 February 2012, Brazil had 22,5 million Reals of trade
import financing facilities, which bear an interest rate of between 107% and 112% of CDI, and a 4 million Reals loan which
would bear interest at 128,7% of CDI. At 29 February 2012, the Brazilian CDI rate was 10,27% (2011: 11,15%).
Logicalis’ other Latin American countries also have arrangements with various financial institutions for a range of
facilities, eg overdraft, loans, factoring and international trade payment financing of imported products. These facilities
are for operations in five countries, and total approximately $16,9 million and have no specific covenants attached, with
$6,5 million secured via letters of credit issued on behalf of Brazil.
Logicalis Singapore Pte Limited has a SGD7,5 million loan facility with Standard Chartered Bank. The facility has no set
expiry date and is reviewed on a quarterly basis. Each drawdown has a specific maturity date. The facility is subject to
a minimum net worth covenant and a minimum EBITDA to interest expense ratio covenant and bears interest at a rate
of 4,70% (2011: 4,60%) (equivalent to 2,50% above the cost of funds).
Logicalis Australia Pty Limited has an AU$2 million overdraft facility provided by HSBC. This facility has no covenant
restrictions and is secured by a letter of comfort provided by Logicalis Group Limited. The facility bears interest at 11,05%.
In Germany, Logicalis GmbH has a €0,6 million overdraft facility provided by HSBC. This facility is secured by a
Logicalis Group Limited guarantee, has no covenant restrictions and bears interest at 3,75%.
Analysys Mason
During the year Analysys Mason negotiated an overdraft facility with HSBC plc for £1,5 million (interest at 2,0% over the
Bank of England base rate) to be renewed by 31 August 2012. This replaced an equivalent facility with Lloyds TSB Bank
plc for £1,5 million (interest at 3,5% over Lloyds TSB Bank plc base rate) that was available in the previous year. This
facility has no covenant restrictions.
The overdraft has been secured by a composite guarantee between HSBC Bank plc, Analysys Mason Limited,
Analysys Limited, Analysys Mason Limited (Ireland), Analysys Mason FZ LLC, Analysys Mason Pte Limited and
Analysys Mason (Mauritius) Limited together with such other security as the bank may from time to time hold in
respect of the debts and liabilities of any guarantor to the bank.
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2012
US$’000
21.

p176 – p187

2011
US$’000

COMMITMENTS
21.1

Capital commitments
Capital expenditure authorised and contracted for

9 163

901

979

22 259

10 142

23 160

24 612

20 097

2 235

2 403

669

358

27 516

22 858

19 609

17 212

1 600

1 481

391

175

21 600

18 868

13 380

13 552

999

955

40

68

14 419

14 575

8 923

9 531

356

312

–

2

9 279

9 845

6 161

7 027

24

123

–

–

6 185

7 150

19 214

20 097

Office equipment and motor vehicles

–

19

Computer equipment

–

–

Total operating lease commitment after five years

19 214

20 116

Total non-cancellable operating lease commitments

98 213

93 412

Capital expenditure authorised but not yet contracted for
Total capital commitments
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
Office furniture, equipment and motor vehicles
Computer equipment
Total operating lease commitment due within one year
Due between one and two years:
Property
Office furniture, equipment and motor vehicles
Computer equipment
Total operating lease commitments due between one and two years
Due between two and three years:
Property
Office furniture, equipment and motor vehicles
Computer equipment
Total operating lease commitments due between two and three years
Due between three and four years:
Property
Office furniture, equipment and motor vehicles
Computer equipment
Total operating lease commitments due between three and four years
Due between four and five years:
Property
Office furniture, equipment and motor vehicles
Computer equipment
Total operating lease commitments due between four and five years
Due after five years:
Property

The fair value of the operating lease commitments is approximately equal to their carrying value.
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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 was generally guaranteed by Westcon.
In connection with Westcon’s investment in the Turkish joint venture, Neteks, 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 $10,0 million at 29 February 2012 (2011: $5,8 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 has 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.

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 29 February 2012, the inter-group sales of goods and provision of services amounted to $34,3 million
(2011: $56,6 million).
2012
US$’000

2011
US$’000

9 166

8 575

379

430

1 687

1 449

Key management personnel compensation:
Short-term employee benefits
Post-employment benefits
Share-based payments

Key management personnel compensation includes the compensation of Chief Executive and Chief Financial Officers
of the Group’s key subsidiaries. The remuneration of the Datatec CEO and CFO is included in directors’ emoluments in
Note 3 and in the remuneration report. There are no other prescribed officers of the Company.
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RELATED-PARTY TRANSACTIONS continued
Directors’ emoluments
The following tables set out the remuneration of individual directors who held office during the financial years ended
29 February 2012 and 28 February 2011:
US$’000

Basic salary

Bonus

Fees

Pension

Other
benefits

Total

1 136

1 623

–

170

35

2 964

2012
Executive directors
JP Montanana
IP Dittrich
Total executive directors

381

298

–

57

30

766

1 517

1 921

–

227

65

3 730

–

–

190

–

–

190

Non-executive directors
SJ Davidson
O Ighodaro

–

–

75

–

–

75

JF McCartney – Datatec fees

–

–

73

–

–

73

JF McCartney – Westcon fees

–

–

65

–

–

65

LW Nkuhlu

–

–

82

–

–

82

CS Seabrooke

–

–

110

–

–

110

NJ Temple

–

–

90

–

–

90

Total non-executive directors

–

–

685

–

–

685

1 517

1 921

685

227

65

4 415

Basic salary

Bonus

Fees

Pension

Other
benefits

Total

1 136

1 771

–

170

33

3 110

310

290

–

47

20

667

1 446

2 061

–

217

53

3 777

SJ Davidson

–

–

170

–

–

170

O Ighodaro – from
1 September 2010

–

–

38

–

–

38

JF McCartney – Datatec fees

–

–

73

–

–

73

Total directors’ emoluments

US$’000
2011
Executive directors
JP Montanana
IP Dittrich
Total executive directors
Non-executive directors

JF McCartney – Westcon fees

–

–

65

–

–

65

LW Nkuhlu

–

–

82

–

–

82

CS Seabrooke

–

–

110

–

–

110

NJ Temple

–

–

90

–

–

90

Total non-executive directors
Total directors’ emoluments

–

–

628

–

–

628

1 446

2 061

628

217

53

4 405
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RELATED-PARTY TRANSACTIONS continued
Directors’ emoluments continued
Of the emoluments shown above, $822 000 (2011: $780 000) have been paid by Datatec Limited and $3 593 000
(2011: $3 625 000) have been paid by subsidiaries of Datatec Limited.
Directors holding office at 29 February 2012 held the following share appreciation rights under the rules of the
SAR Scheme:

Grant date
JP Montanana

SARs
held at
28 February
2011
Grant price
’000
ZAR

Sub-total
Total

SARs
held at
Exercised
during the 29 February
2012
year
’000
’000

17/05/2006

27,22

187

–

–

187

17/05/2007

38,64

158

–

–

158

15/05/2008

27,54

264

–

–

264

15/05/2009

15,59

495

–

–

495

14/05/2010

34,27

198

–

–

198

12/05/2011

36,61

–

171

–

171

1 302

171

–

1 473

16/08/2005

13,76

41

–

–

41

17/05/2006

27,22

23

–

–

23

17/05/2007

38,64

24

–

–

24

Sub-total
IP Dittrich

Granted
during the
year
’000

15/05/2008

27,54

63

–

–

63

15/05/2009

15,59

132

–

–

132

14/05/2010

34,27

51

–

–

51

12/05/2011

36,61

–

61

–

61

334

61

–

395

1 636

232

–

1 868

Rob Evans, who was appointed to the Board on 1 May 2012, held the following SARs at 29 February 2012:
34 869 granted on 14/05/2010 at ZAR34,27; and 34 836 granted on 12/05/2011 at ZAR36,61.
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RELATED-PARTY TRANSACTIONS continued
Directors’ emoluments continued
Directors holding office at 29 February 2012 held the following conditional awards under the LTIP:
Awards held
28 February
2011
’000
Grant date
JP Montanana

Sub-total
Total

Vested and
settled
during
the year
’000

Lapsed Awards held
during the 29 February
2012
year
’000
’000

15/05/2008

264

–

(203)

(61)

–

15/05/2009
14/05/2010
12/05/2011

495
198
–

–
–
171

–
–
–

–
–
–

495
198
171

957

171

(203)

(61)

864

47
99
38
–

–
–
–
46

(36)
–
–
–

(11)
–
–
–

–
99
38
46

184

46

(36)

(11)

183

1 141

217

(239)

(72)

1 047

Sub-total
IP Dittrich

Granted
during the
year
’000

15/05/2008
15/05/2009
14/05/2010
12/05/2011

Shares were transferred from the Datatec Limited Share Incentive Trust 2005 to Jens Montanana and Ivan Dittrich on
19 May 2011 in settlement of the part of the 2008 grant of conditional shares under the LTIP which vested. The value
of the shares transferred on that date was: to Jens Montanana $1 079 178; to Ivan Dittrich $192 428.
Rob Evans, who was appointed to the Board on 1 May 2012, held the following conditional awards under the LTIP at
29 February 2012: 26 152 granted on 14/05/2010; and 26 127 granted on 12/05/2011.
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RELATED-PARTY TRANSACTIONS continued
Directors’ emoluments continued
Directors holding office at 29 February 2012 held the following Datatec shares acquired and pledged under the terms
of the DBP:
Pledged
Pledged
Pledged
shares
shares
shares
held at
Matched
purchased
held at
Date of
during the 29 February
during the
28 February
purchase of
2012
year
year
2011
pledged Share price
’000
’000
’000
’000
shares
ZAR
JP Montanana

20/05/2008
15/05/2009
14/05/2010
16 – 22/05/2011

30,72
15,13
37,80
37,52*

Sub-total
IP Dittrich

20/05/2008
15/05/2009
14/05/2010
16/05/2011

31,03
14,90
37,80
37,62

Sub-total
Total

50
80
74
–

–
–
–
51

(50)
–
–
–

–
80
74
51

204

51

(50)

205

3
3
8
–

–
–
–
7

(3)
–
–
–

–
3
8
7

14

7

(3)

18

218

58

(53)

223

* Weighted average purchase price.

The pledged shares shown above are included in the directors’ share interests shown on page 92 of the
integrated report.
Shares were transferred from the Datatec Limited Share Incentive Trust 2005 to Mr Montanana and Mr Dittrich on
19 May 2011 in settlement of the matching shares under the DBP which vested. The value of the shares transferred
to Mr Montanana on that date was $265 569 and the value of the shares transferred to Mr Dittrich was $13 278.
Mr McCartney holds the following share appreciation rights in Westcon Group, Inc. which he was awarded as a
non-executive director of Westcon Group in line with American practice for directors’ fees and awards:

Grant
date
JF McCartney

Total

01/07/2006
01/07/2007
01/07/2008
01/07/2009
01/07/2010
01/07/2011

Granted
during
the year

Exercised
during
the year

SARs
held at
29 February
2012

5,44
37,33
36,00
44,44
50,00
–

–
–
–
–
–
50,00

(5,44)
(4,66)
–
(5,55)
–
–

–
32,67
36,00
38,89
50,00
50,00

173,21

50,00

(15,65)

207,56

SARs held at
Grant 28 February
price $
2011
1 990
2 590
3 170
1 620
3 100
3 400

These awards have been ratified by the Datatec Remuneration Committee. The proceeds of Mr McCartney’s exercise
of Westcon SARs during the year ended 29 February 2012 was $21 324.
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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 2011. 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.
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 costs of capital and the risks associated with each class of capital.
The gearing ratio at the year-end was as follows:
2012
US$’000

2011
US$’000

(13 915)

(21 171)

Short-term portion of long-term liabilities

(8 352)

(13 928)

Cash and cash equivalents

1 813

83 219

Net (debt)/cash

(20 454)

48 120

Total equity

879 428

770 379

(2%)

6%

Long-term liabilities

Net (debt)/cash to equity ratio
24.3

Categories of financial instruments
Financial assets
Financial assets held-for-trading
Loans and receivables (including cash and cash equivalents)

226

78

1 365 720

1 129 600

(2 275)

(1 307)

(1 219 733)

(828 544)

Financial liabilities
Financial liabilities held-for-trading
Liabilities at amortised cost
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24.

FINANCIAL INSTRUMENTS continued
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.
The carrying amount of financial assets recorded in the financial statements (see Note 24.3), which
is net of 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:
US$’000

North
America

South
America

UK and
Europe

Asia- Africa and
Pacific Middle East

274 613

241 784

342 884

93 110

81 450

1 033 841

(2 380)

(2 555)

(1 798)

(1 142)

(5 421)

(13 296)

70

1 794

–

–

–

1 864

18 297

44 093

18 881

3 675

10 578

95 524

8

–

218

–

–

226

38 602

27 014

52 372

81 730

48 070

247 788

329 210

312 130

412 557 177 373

134 677

1 365 947

–

–

4 500

–

397

4 897

227 463

130 049

311 271

84 810

70 754

824 347

(2 575)

(2 074)

(3 692)

(1 228)

(4 383)

(13 952)

304

–

–

–

–

304

12 909

38 846

17 690

2 826

8 978

81 249

23

–

55

–

–

78

24 741

42 537

72 818

54 293

43 263

237 652

262 865

209 358

398 142 140 701

118 612

1 129 678

–

–

–

2 883

Total

2012
Gross trade accounts receivable
Less: Allowances for bad debts
Loans granted to third parties
Other receivables
Derivative financial assets (Level 1)
Cash and cash equivalents at
financial institutions
Maximum on-balance sheet
exposure
Financial guarantees
2011
Gross trade accounts receivable
Less: Allowances for bad debts
Loans granted to third parties
Other receivables
Derivative financial assets (Level 1)
Cash and cash equivalents at
financial institutions
Maximum on-balance sheet
exposure
Financial guarantees

2 883

–

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. Derivative financial assets relate to forward
exchange contracts and are classified as Level 1 financial instruments.

146 Datatec Annual Report 2012

Introduction

p1 – p15

Integrated report

p16 – p94

Annual financial statements

p95 – p175

Shareholder information

24.

p176 – p187

FINANCIAL INSTRUMENTS continued
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 violations of
covenants during the current year nor any that exist at year-end. Included in Note 20 is a listing of additional
undrawn facilities that the Group has at its disposal to further reduce liquidity risk.
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

(862 701)

–

–

–

(862 701)

(25 222)

(5 850)

(7 633)

–

(38 705)

2012
Trade payables
Fixed rate liabilities

(225 163)

–

–

–

(225 163)

Derivative financial liabilities (Level 1)

Variable rate liabilities

(2 275)

–

–

–

(2 275)

Financial guarantees/commitments

(39 445)

–

–

–

(39 445)

Other

(85 397)

(661)

–

–

(86 058)

(1 240 203)

(6 511)

(7 633)

–

(1 254 347)

(637 244)

–

–

–

(637 244)

(8 128)

(7 352)

(13 365)

–

(28 845)

2011
Trade payables
Fixed rate liabilities

(156 141)

–

–

(156 141)

Derivative financial liabilities (Level 1)

Variable rate 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)

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. Derivative financial liabilities relate to forward exchange contracts and are classified as
Level 1 financial instruments.
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24.

FINANCIAL INSTRUMENTS continued
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) and interest rates (see Note 24.8). The Group enters into a variety of derivative financial
instruments to manage its exposure to foreign currency and interest rate risk, including:
Q forward foreign exchange contracts (“FECs”) to hedge the exchange rate risk arising on transactions
denominated in foreign currency; and
Q interest rate swaps to mitigate the risk of rising interest rates.
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.
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 below, being
the Group’s significant currency exposures, against the various functional currencies of the Group’s
subsidiaries. Ten percent is the sensitivity rate that 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 negative 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.
US$

EUR

2012
US$’000

2011
US$’000

2012
US$’000

2011
US$’000

2012
US$’000

2011
US$’000

Profit before tax

4 061

6 090

9 493

1 326

5 282

731

Other equity

4 626

6 666

1 339

1 169

42

998

(Gain)/loss

24.7.2

GBP

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 FECs are detailed in
Notes 24.4 and 24.5, as derivative financial assets and derivative financial liabilities, respectively.
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FINANCIAL INSTRUMENTS continued
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 maintaining an appropriate mix between fixed and floating rate
borrowings, by the use of 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).
24.8.1

25.

Interest rate sensitivity analyses
The sensitivity analyses below have 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, the Group’s:
Q profit for the year ended 29 February 2012 would decrease by a net amount of $4,5 million (2011:
$3,4 million increase); and
Q other equity would not be materially affected.
2012
US$’000

2011
US$’000

137 971

78 178

(585)

425

11 745

10 724

CASH GENERATED FROM/(UTILISED IN) OPERATIONS
Profit before taxation
Adjustment for:
Unrealised foreign exchange (gains)/losses
Share-based payments
Share of joint venture earnings

(425)

(118)

Depreciation and amortisation

39 547

37 205

(733)

67

–

2 035

Net movement in provisions

(3 537)

(2 966)

Net movements on trade receivables allowance for bad debt

3 045

2 815

(402)

14 701

Cash payments to settle share-based payment obligations

(5 701)

(4 580)

Interest received

(7 623)

(6 030)

Interest paid

21 905

16 210

Foreign exchange movements and other non-cash items

(6 581)

(7 590)

188 626

141 076

Increase in inventories

(109 479)

(11 051)

Increase in receivables

(188 004)

(80 441)

211 700

(113 614)

102 843

(64 030)

(Profit)/loss on disposal of property, plant and equipment
Loss on disposal of investments

Acquisition-related fair value adjustments

Operating profit before working capital changes
Working capital changes:

Increase/(decrease) in payables
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26.

Arising on the acquisition of subsidiaries

(12 659)

(12 197)

(266)

(449)

(48 612)

(26 540)

Other movements and translation differences

1 291

(160)

Amounts unpaid at the end of the year

4 627

12 659

(55 619)

(26 687)

63 132

14 705

3 831

653

Intangible assets

13 949

6 211

Goodwill arising on acquisitions

48 514

13 746

Accounts receivable

39 313

3 952

3 909

628

Accounts payable

(43 078)

(8 643)

Long-term liabilities

(1 425)

–

Net deferred tax

(1 332)

(1 868)

63 681

14 679

Amounts charged to the statement of comprehensive income excluding deferred tax

ACQUISITION OF SUBSIDIARY COMPANIES
The fair value of assets acquired and the liabilities assumed on the
acquisition of subsidiary companies, net of cash acquired (Note 32), is:
Property, plant and equipment

Inventories

Non-controlling interest acquired

28.

2011
US$’000

TAXATION PAID
Amounts unpaid at the beginning of the year

27.

2012
US$’000

(549)

26

Total fair value of acquisitions net of cash acquired

63 132

14 705

Non-cash portion of acquisitions (including deferred purchase consideration)

35 611

–

Net cash flow for acquisitions at effective date

27 521

14 705

Office furniture, equipment and motor vehicles

2 659

1 794

Computer equipment and software

4 766

8 434

Leasehold improvements

1 510

411

Office furniture, equipment and motor vehicles

1 802

993

Computer equipment and software

8 068

6 954

Leasehold improvements

1 205

4 567

20 010

23 153

ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT
Maintenance of operations:

Expansion of operations:
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2012
US$’000

2011
US$’000

5 195

5 318

Cash resources

247 788

237 652

Bank overdraft

(245 975)

(154 433)

1 813

83 219

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 Dollar 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 Dollar.

30.

p176 – p187

CASH AND CASH EQUIVALENTS AT END OF YEAR

30.1

Non-cash transactions
During the year, the Group entered into the following non-cash transactions that are not reflected in the
Company statement of cash flows:
Q

the Company issued shares to fund a portion of the consideration for Logicalis’ acquisition of Netarx LLC.

Q

in the current year the Group disposed of land and buildings and the settlement was non-cash and resulted
in the reduction of a tax liability.
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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:
Westcon – Global distribution of advanced networking and communication products;
Logicalis – Provision of professional services and IT network integration;
Consulting Services – Strategic and technical telecommunications IT consultancy; and
Corporate – Group head office companies, other service oriented interests in SA and Group consolidation adjustments.
Westcon
Condensed statement of comprehensive income
Revenue

2012
US$’000

2011
US$’000

3 719 636

3 184 042

North America

1 312 430

1 140 571

South America

235 850

176 294

UK and Europe

1 304 896

1 252 474

Asia-Pacific

486 351

365 159

AIME

404 840

298 742

Inter-segmental

(24 731)

(49 198)

133 257

105 328

North America

35 334

30 277

South America

15 802

9 122

UK and Europe

56 272

44 320

Asia-Pacific

17 486

14 438

EBITDA

8 363

7 171

Depreciation and amortisation

AIME

(12 897)

(14 051)

Operating profit/(loss)

120 360

91 277

Interest received

5 389

3 190

Finance costs

(15 764)

(10 905)

Other income

–

–

Loss on disposal of investments

–

–

(2 330)

(1 169)

311

464

Profit/(loss) before taxation

107 966

82 857

Taxation

(31 920)

(23 426)

Profit/(loss) after taxation

76 046

59 431

Fair value adjustments on put option liabilities
Share of associate company earnings
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Logicalis

Consulting Services

Corporate

2012
US$’000

2011
US$’000

2012
US$’000

2011
US$’000

1 234 334

1 046 422

79 424

72 508

384 090

357 562

13 052

6 603

446 640

298 069

1 370

541

303 813

306 645

57 452

53 378

101 918

86 548

6 518

–

–

8 483

(2 127)

(2 402)

(7 451)

67 395

53 032

12 894
39 961

p176 – p187

Total

2011
US$’000

2012
US$’000

2011
US$’000

–

–

5 033 394

4 302 972

(1 928)

(2 301)

1 707 644

1 502 435

(2 432)

(2 628)

681 428

472 276

(18 227)

(50 262)

1 647 934

1 562 235

6 587

(8 286)

(876)

586 501

457 418

10 323

(3 436)

(457)

409 887

308 608

(4 924)

34 309

56 524

–

–

4 778

541

(15 239)

(16 720)

190 191

142 181

12 523

379

139

(388)

–

48 219

42 939

23 270

94

(3)

–

–

55 857

32 389

7 154

10 198

3 341

831

(6 733)

(7 138)

60 034

48 211

7 386

7 041

383

(364)

–

–

25 255

21 115

2012
US$’000

–

–

581

(62)

(8 118)

(9 582)

826

(2 473)

(24 786)

(21 692)

(1 447)

(1 305)

(417)

(157)

(39 547)

(37 205)

42 609

31 340

3 331

(764)

(15 656)

(16 877)

150 644

104 976

1 896

2 630

–

12

338

198

7 623

6 030

(5 777)

(4 857)

(169)

(165)

(195)

(283)

(21 905)

(16 210)

–

–

–

–

782

–

782

–

–

(2 035)

–

–

–

–

–

(2 035)

2 732

(13 532)

–

–

–

–

402

(14 701)

–

–

–

–

114

(346)

425

118

41 460

13 546

3 162

(917)

(14 617)

(17 308)

137 971

78 178

(14 235)

(7 311)

(1 089)

(215)

(1 658)

(1 286)

(48 902)

(32 238)

27 225

6 235

2 073

(1 132)

(16 275)

(18 594)

89 069

45 940
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31.

SEGMENTAL REPORT continued
Westcon
Condensed statement of financial position
Total assets

2012
US$’000

2011
US$’000

1 529 565

1 284 221

North America

524 362

441 863

South America

175 531

123 946

UK and Europe

464 527

413 654

Asia-Pacific

200 515

158 755

AIME

164 630

146 003

Net cash resources

(45 426)

798

North America

(17 024)

(23 129)

South America

(33 491)

(15 867)

UK and Europe

(86 851)

(31 408)

Asia-Pacific

62 043

38 664

AIME

29 897

32 538

Inventories

307 586

267 133

North America

91 379

89 978

South America

47 851

28 911

UK and Europe

84 556

77 258

Asia-Pacific

49 273

39 258

AIME

34 527

31 728

722 406

591 595

North America

202 950

160 560

South America

88 450

51 409

UK and Europe

282 446

248 972

75 590

67 397

Trade accounts receivable

Asia-Pacific
AIME

72 970

63 257

(952 606)

(747 362)

North America

(283 304)

(209 759)

South America

(120 196)

(83 242)

UK and Europe

(309 440)

(259 755)

Asia-Pacific

(128 968)

(101 592)

AIME

(110 698)

(93 014)

Total liabilities

Trade and other payables

(706 449)

(573 489)

North America

(213 137)

(152 813)

South America

(71 244)

(48 856)

UK and Europe

(203 646)

(196 340)

Asia-Pacific

(127 520)

(98 925)

(90 902)

(76 555)

2 511

2 259

AIME
Number of employees at year-end
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Consulting Services

Corporate

p176 – p187

Total

2012
US$’000

2011
US$’000

2012
US$’000

2011
US$’000

2012
US$’000

2011
US$’000

2012
US$’000

2011
US$’000

801 493

641 912

53 527

48 554

13 822

22 245

2 398 407

1 996 932

203 021

163 534

7 740

1 793

61

–

735 184

607 190

306 489

212 950

227

149

–

–

482 247

337 045

233 755

212 040

40 172

40 788

3 468

5 359

741 922

671 841

58 228

53 388

2 066

2 354

–

–

260 809

214 497

–

–

3 322

3 470

10 293

16 886

178 245

166 359

32 909

71 425

3 510

(712)

10 820

11 708

1 813

83 219

(22 454)

(13 327)

1 536

601

58

–

(37 884)

(35 855)

327

27 696

–

–

–

–

(33 164)

11 829

38 842

45 153

1 420

(1 956)

2 340

788

(44 249)

12 577

16 194

11 903

277

469

–

–

78 514

51 036

–

–

277

174

8 422

10 920

38 596

43 632

99 561

28 785

4 968

3 542

–

–

412 115

299 460

3 890

3 130

670

92

–

–

95 939

93 200

54 614

18 585

–

–

–

–

102 465

47 496

35 928

2 993

4 298

3 450

–

–

124 782

83 701

5 129

4 077

–

–

–

–

54 402

43 335

–

–

–

–

–

–

34 527

31 728

279 390

201 537

18 749

17 264

–

–

1 020 545

810 396

66 951

63 473

2 333

855

–

–

272 234

224 888

150 600

76 434

180

133

–

–

239 230

127 976

46 788

47 183

11 743

11 423

–

–

340 977

307 578

15 051

14 447

1 589

1 738

–

–

92 230

83 582

–

–

2 904

3 115

–

–

75 874

66 372

(525 895)

(435 658)

(22 138)

(20 792)

(18 340)

(22 741)

(1 518 979)

(1 226 553)

(142 951)

(116 892)

(3 732)

(1 596)

(314)

–

(430 301)

(328 247)

(200 081)

(159 926)

–

–

–

–

(320 277)

(243 168)

(154 282)

(132 237)

(17 620)

(18 756)

(10 127)

(14 271)

(491 469)

(425 019)

(28 581)

(26 603)

(365)

(124)

–

–

(157 914)

(128 319)

–

–

(421)

(316)

(7 899)

(8 470)

(119 018)

(101 800)

(437 602)

(317 967)

(18 240)

(16 611)

(14 032)

(11 979)

(1 176 323)

(920 046)

(93 018)

(81 130)

(3 058)

(1 596)

(314)

–

(309 527)

(235 539)

(186 757)

(104 075)

–

–

–

–

(258 001)

(152 931)

(134 604)

(112 828)

(14 397)

(14 575)

(10 029)

(8 986)

(362 676)

(332 729)

(23 223)

(19 934)

(365)

(124)

–

–

(151 108)

(118 983)

–

–

(420)

(316)

(3 689)

(2 993)

(95 011)

(79 864)

2 690

2 193

398

374

12

10

5 611

4 836
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2012

32.

ACQUISITIONS IN SUBSIDIARIES/BUSINESS

Principal
activity

Date of
acquisition

Proportion
of shares/
business
acquired

Inca Software Limited (“Inca”)

IT Solutions

01/04/2011

100%

Netarx LLC (“Netarx”)

IT Solutions

01/07/2011

*

entrada Kommunikations GmbH (“Entrada”)

Distribution

10/08/2011

100%

Sentronics Security Distributors (Pty) Limited (“Sentronics”)

Distribution

01/12/2011

85%

EyeAlike Inc (“EyeAlike”)

IT Solutions

01/09/2011

72,4%

The VIA Group (“VIA”)

IT Solutions

02/10/2011

52,94%

Subsidiaries/
business acquired

Inca

Book value
US$’000

Fair value
adjustment
US$’000

Fair
value on
acquisition
US$’000

Cash and cash equivalents

(364)

–

(364)

Trade and other receivables

3 919

–

3 919

–

–

–

205

–

205

Current assets

Inventories
Non-current assets
Plant and equipment
Deferred tax assets

–

–

–

Intangible assets

–

3 075

3 075

(5 875)

–

(5 875)

(800)

–

(800)

Current liabilities
Trade and other payables
Non-current liabilities
Deferred tax liabilities
Long-term liabilities

Goodwill on acquisition
Minority interest acquired/(recognised)
Fair value of acquisition

–

–

(2 915)

3 075

160

11 552

–

11 552

–
8 637

–
3 075

11 712

The above acquisitions represent the subsidiaries and businesses acquired during the year.
The revenue and EBITDA included from these acquisitions in 2012 was $93,2 million and $2,5 million respectively.
Had the acquisition date been 1 March 2011, the revenue included would have been approximately $145,4 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.
* On 1 July 2011, the Group acquired the trade and assets of Netarx LLC.
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Netarx

Entrada

p176 – p187

Other

Total

Book value
US$’000

Fair value
adjustment
US$’000

Fair
value on
acquisition
US$’000

Fair
value on
acquisition
US$’000

Fair
value on
acquisition
US$’000

(231)

(8 515)

–

(8 515)

717

(8 393)

–

11 853

20 982

–

20 982

2 559

39 313

–

844

1 646

–

1 646

1 419

3 909

2 718

148

–

148

760

3 831

Book value
US$’000

Fair value
adjustment
US$’000

Fair
value on
acquisition
US$’000

(231)

–

11 853
844
2 718

–

–

–

–

22

–

22

461

483

–

7 226

7 226

–

3 384

3 384

264

13 949

(11 446)

–

(11 446)

(22 455)

–

(22 455)

(3 302)

(43 078)

–

–

–

(1 015)

–

(1 015)

–

(1 815)

–

–

–

–

–

–

(1 425)

(1 425)

3 738

7 226

10 964

(9 187)

3 384

(5 803)

1 453

6 774

23 036

–

23 036

7 931

–

7 931

5 995

48 514

–

–

–

–

–

–

(549)

(549)

26 774

7 226

34 000

(1 256)

3 384

2 128

6 899

54 739
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NOTES TO THE GROUP ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 29 February 2012

32.

ACQUISITIONS IN SUBSIDIARIES/BUSINESS continued
The following acquisitions were concluded during the financial year ended 29 February 2012:
Westcon Group
On 10 August 2011, Westcon acquired entrada Kommunikations GmbH (“Entrada”), a German-based value-added
distributor of IT security products and provider of sales support and training services. The acquisition enhances
Westcon’s German presence and, with Entrada’s Swiss operations, allows Westcon to expand into a new geography
to better service its pan-European customers’ needs. Entrada has, since its founding, grown to achieve annualised
revenues of over €63 million and will now form part of Westcon’s European Security operations.
In December 2011, Westcon acquired 85% of Sentronics SD (Pty) Limited (“Sentronics”), a South African valueadded distributor of IT physical security and video solutions. The acquisition continues Westcon South Africa’s
expansion of its solution portfolio. The addition of Sentronics’ offering enables the division to better serve the growing
demand for security solutions amongst its existing customers. Sentronics has annualised revenues of $8 million and
will now form part of Westcon’s South Africa’s Security operations.
Logicalis Group
On 1 April 2011, Logicalis Group acquired Inca Software Limited (“Inca”) for a total equity value consideration of
€7,3 million (cash of €6,0 million and €1.3 million one year from acquisition). Inca is the largest and most successful
IBM Cognos partner in the UK. The acquisition creates one of the first UK systems integrators capable of delivering
the full suite of next generation business transformation tools; analytics, collaboration and cloud computing.
On 1 July 2011, Logicalis Group acquired the business and assets of Netarx LLC (“Netarx”) for a maximum
consideration of $34 million to be paid in a combination of cash and deferred Datatec shares in order to align
management shareholders who will be assuming key positions in the Logicalis US organisation. Netarx is a Cisco
Gold partner and provider of managed services, data centre and collaborative IT solutions to customers in the
mid-west USA. Netarx has annualised revenues of approximately $60 million and more than 220 employees. The
acquisition brings significant cross-selling opportunities across Logicalis’ existing customer base and Netarx’s offering
in the Michigan area.
PromonLogicalis
On 31 August 2011, Logicalis Group and its partner in Latin America, Promon SA (“Promon”) changed the ownership
ratio of PromonLogicalis Latin America Limited (“PLLAL”). Promon purchased an additional 10% of PLLAL from
Logicalis for $15 million in cash, increasing its share of the business to 40%. As a result Datatec’s equity ownership of
PLLAL through Logicalis has reduced to 60%. At the same time Promon has agreed to cancel its put option on its
shareholding in PLLAL. As Promon is a related party to Datatec due to its existing shareholding in PLLAL, a written
confirmation was obtained from BDO Corporate Finance (Pty) Limited (“BDO”), an independent professional expert
acceptable to the JSE, confirming that the transaction was fair to Datatec shareholders in accordance with the
Listings Requirements of the JSE.
Consulting Services division
On 7 October 2011, the Consulting Services division obtained a controlling stake in The VIA Group, Inc. (“VIA”). Up to
October the investment in VIA was equity-accounted in the consolidated results of the Group. The results of VIA for
the last five months of the year have now been consolidated and are presented within the Consulting Services
division. VIA has annualised revenues of $4 million.
On 1 September 2011, Datatec acquired a controlling interest in a small software development company, EyeAlike,
Inc. when some loan finance it had previously provided to the company was converted to equity.
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SUBSIDIARY COMPANIES

Nature of
business

p176 – p187

Effective holding (% held)
2012

2011

INCORPORATED IN AFRICA
Westcon SA (Pty) Limited
Westcon Africa (SADC) (Pty) Limited
Westcon Emerging Markets Group (Pty) Limited
Westcon Africa FZCo
Scantec (Pty) Limited
Sentronics Security Distributors (Pty) Limited
Westcon Africa (Tanzania) Limited
Westcon Africa Distribution (Nigeria) Limited
Westcon Africa (Kenya) Limited
Westcon Africa (Uganda) Limited
Westcon Africa (Cameroon) Limited
Westcon Africa (Angola) Limited
Westcon Africa (Mauritius) Limited
Westcon Security (Pty) Limited
Datatec Integration Services (Pty) Limited
Datatec Management Services (Pty) Limited

D
D
D
D
D
D
D
D
D
D
D
D
D
D
O
O

74,0
66,9
100,0
66,9
74,0
85,0
66,9
66,9
66,9
66,9
66,9
66,9
66,9
74,0
100,0
100,0

74,0
66,9
100,0
66,9
74,9
N/A
66,9
66,9
66,9
66,9
66,9
66,9
66,9
66,7
100,0
100,0

INCORPORATED IN UK AND EUROPE
Westcon Emerging Markets (Cyprus)
Westcon Emerging Markets Limited
Westcon Africa UK Limited
Resolv Computers Limited
Jet Distribution Limited
Westcon European Holdings, Limited
Westcon Group European Holdings Limited
Westcon Group European Operations Limited
Crane Telecommunications Group Limited
Crane Telecommunications Limited
WGEO, Westcon Group European Operations (Switzerland) GmbH
NOXS UK Limited
NOXS Netherlands BV
(50% JV) Neteks iletişim ürünleri Daǧitim Anonim Şirketi
Westcon UK Limited
Comstor UK Limited
Comstor Group Limited
Logicalis Group Limited
Logical Group Limited
Logicalis Limited
Logicalis Group Services Limited
Logicalis UK Limited
Satelcom Limited
Logicalis Computing Solutions Limited
Hawke Systems Limited
T.B.C. Group Limited
T.B.C. Limited
PromonLogicalis Latin America Limited
Logicalis Computing Solutions Finance Limited
Logicalis (Ireland) Limited
Logicalis Deutschland GmbH
Logicalis Networks GmbH
Logicalis GmbH
Direct Visual Group Limited
Direct Visual Limited
Direct Visual Services Limited
Next Generation Internet Limited
Inca Software Limited
Intact Holdings Limited

O
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
C

100,0
100,0
66,9
66,9
66,9
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
50,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
60,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
88,0

100,0
100,0
66,9
66,9
66,9
100,0
100,0
100,0
100,0
100,0
N/A
100,0
100,0
50,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
70,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
N/A
88,0
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ANNEXURE 1 CONTINUED
for the year ended 29 February 2012

SUBSIDIARY COMPANIES

Nature of
business

Effective holding (% held)
2012

2011

Intact Integrated Services Limited

C

88,0

88,0

INCORPORATED IN UK AND EUROPE continued
Intact Integrated Services GmbH
Analysys Mason Limited (Ireland)
Analysys Mason Group Limited
Mason Communications Limited
Mason Site Finder Limited
Catalyst IT Partners Limited
Analysys Limited
Analysys Consulting Limited
Analysys Research Limited
Analysys Ventures Limited
Redbox Consulting Services Limited
Greening Associates Limited
OSS Observer Limited
PCI COMMS Limited
Datatec International Limited
Datatec Global Holdings Limited
Datatec UK Holdings

C
C
C
C
C
C
C
C
C
C
C
C
C
C
O
O
O

66,0
94,0
94,0
94,0
94,0
94,0
94,0
94,0
94,0
94,0
94,0
N/A
N/A
88,0
100,0
100,0
100,0

66,0
92,7
92,7
92,7
92,7
92,7
92,7
92,7
92,7
92,7
92,7
92,7
88,0
88,0
100,0
N/A
100,0

INCORPORATED IN US AND CANADA
Westcon Group North America, Inc.
Westcon Canada Systems Inc.
Westcon Group, Inc.
Westcon CALA, Inc.
Westcon Mexico S.A. de C.V.
Logicalis (US) Holdings, Inc.
Logicalis, Inc.
PLLAL International LLC
Network Infrastructure Corporation
ActiveSymbols, Inc.
Logicalis South America, Inc.
Intact Integrated Services, Inc.
OSS Observer LLC
The VIA Group
Datatec China Holdings Limited (Cayman)
Datatec Networking North America, Inc.
Datatec Networking USA, Inc.
Intertel, Inc.
EyeAlike, Inc.

D
D
D
D
D
I
I
I
I
O
I
C
C
C
O
O
O
O
O

100,0
100,0
100,0
100,0
100,0
100,0
100,0
60,0
100,0
100,0
60,0
77,7
94,0
52,9
100,0
100,0
100,0
100,0
72,4

100,0
100,0
100,0
100,0
100,0
100,0
100,0
70,0
100,0
100,0
70,0
65,0
92,7
50,0
100,0
100,0
100,0
100,0
N/A

D
I
I
I
I
I
I
I
I
I
I
I

100,0
60,0
60,0
60,0
60,0
60,0
60,0
60,0
60,0
60,0
60,0
60,0

100,0
70,0
70,0
70,0
70,0
70,0
70,0
70,0
70,0
70,0
70,0
70,0

I

60,0

70,0

INCORPORATED IN SOUTH AMERICA
Westcon Brasil, Limitada
Logicalis Argentina S.A.
Logicalis Uruguay S.A.
Logicalis Inc. S.A.
Logicalis Andina Bolivia LAB Limitada
Logicalis Colombia S.A.S.
Logicalis Ecuador S.A.
Logicalis Brasil Servicos de Assessoria Tecnica Limitada
Logicalis Paraguay S.A.
Logicalis Chile S.A.
Logicalis Andina S.A.C.
PromonLogicalis Tecnologia e Participacoes Limitada
PTLS Comercio, Exportacao e Importacao de Equipamentos de
Telecommunicacao Limitada
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Effective holding (% held)
2012

2011

INCORPORATED IN AUSTRALIA AND NEW ZEALAND
Westcon Group Pty Limited Australia
Westcon Group Limited New Zealand
Datastor Limited
Logicalis Australia Pty Limited

D
D
D
I

100,0
100,0
100,0
100,0

100,0
100,0
100,0
100,0

INCORPORATED IN BRITISH VIRGIN ISLANDS
Westcon Middle East
Comstor Middle East
Westcon StorIT Limited
Datatec International Holdings Limited (BVI)
Novell Africa Limited
NetStar Asia Holding (BVI) Limited
NetStar Australia Holding (BVI) Limited
NetStar Group Holding Limited

D
D
D
O
D
I
I
I

100,0
100,0
N/A
100,0
34,1
N/A
N/A
100,0

100,0
100,0
100,0
100,0
34,1
100,0
100,0
100,0

INCORPORATED IN ASIA
Inflow Technologies Pvt Limited
Westcon India Pvt Limited
Skill Profiler Analytics Pvt Limited
Inflow Technologies Singapore Pte Limited
Westcon Singapore Pte Limited
Westcon Group Thailand Co. Limited
Comstor Malaysia Sdn. Bhd.
Comstor India Pvt Limited
Westcon Group Pte Limited
Westcon Group China (Hong Kong)
Westcon Solutions Pte Limited
Westcon Solutions IMH Pte Limited
Westcon Solutions Hong Kong
Westcon Solutions Malaysia
PT Westcon Group Indonesia
Datatec Group China (Hong Kong) Limited
Logicalis Asia Pacific MSC Sdn Bhd
Logicalis Singapore Pte Limited
Logicalis Malaysia Sdn Bhd
Logicalis Pte Limited (Xiamen)
Logicalis Hong Kong Limited
Logicalis Shanghai Limited
PT Logicalis Metrodata Indonesia
Intact Integrated Services Pte Limited
Analysys Mason FZ LLC
Analysys Mason India Pvt Limited
Analysys Mason Mauritius Limited
Analysys Mason Pte Limited

D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
C
C
C
C
C

54,0
54,0
29,7
54,0
54,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
51,0
88,0
94,0
94,0
94,0
94,0

54,0
54,0
29,7
54,0
54,0
100,0
100,0
100,0
100,0
100,0
N/A
N/A
N/A
N/A
N/A
100,0
100,0
100,0
100,0
100,0
100,0
100,0
N/A
88,0
92,7
92,7
92,7
92,7

D – Distribution
I – ICT Solutions
C – Consulting services
O – Other holdings
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COMPANY STATEMENT OF COMPREHENSIVE INCOME
for the year ended 29 February 2012

2012
ZAR’m

2011
ZAR’m

Revenue – management fee income

59

51

Operating costs

(54)

(50)

Notes

Impairment of investment

(3 892)

*

Foreign exchange gain/(loss)

1

61

(40)

Depreciation

(1)

(1)

(11)

(12)

Share-based payments – equity-settled
Operating loss

1

(3 838)

(52)

Interest received

2

17

19

14

4 845

–

Dividends received
Interest paid – financial institutions
Profit/(loss) before taxation
Taxation
Total comprehensive income/(loss) for the year
* Less than R1 million.

162 Datatec Annual Report 2012

3

(1)

(2)

1 023

(35)

(22)

6

1 001

(29)

COMPANY STATEMENT OF FINANCIAL POSITION
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p176 – p187

2012
ZAR’m

2011
ZAR’m

5 966

5 175

ASSETS
Non-current assets

1

1

Subsidiary companies and investments

Office furniture and equipment
4

5 964

5 159

Deferred tax asset

3

1

15

102

139

Current assets
Accounts receivable
Subsidiary company loans

4

Cash and cash equivalents
Total assets

1

2

31

44

70

93

6 068

5 314

5 732

4 974

1 450

1 692

213

213

30

31

4 039

3 038

233

249

EQUITY AND LIABILITIES
Equity attributable to equity holder of the parent
Share capital and premium

5

Non-distributable reserves
Share-based payment reserve
Distributable reserves
Non-current liabilities
Subsidiary company loans

4

233

249

103

91

6

49

43

Current liabilities
Accounts payable
Subsidiary company loans
Taxation
Bank overdraft
Total equity and liabilities

4

44

32

12

(2)

(5)

7

12

21

6 068

5 314

* Less than R1 million.
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COMPANY STATEMENT OF CHANGES IN EQUITY
for the year ended 29 February 2012

Share
capital

ZAR’m

NonShare distributable Share-based Distributable
premium
reserves
payments
reserves

Balance at 1 March 2010

2

Total comprehensive loss
for the year

–

–

New share issues

*

99

–

(166)

–

Capital distribution
Share-based payments

#

1 757

213

Total
equity

29

3 067

5 068

–

–

(29)

(29)

–

–

–

99

–

–

(166)

–

–

–

2

–

2

Balance at 28 February 2011

2

1 690

213

31

3 038

4 974

Total comprehensive income
for the year

–

–

–

–

1 001

1 001

New share issues

*

26

–

–

–

26

Capital distribution

–

(268)

–

–

–

(268)

Share-based payments#

–

–

–

(1)

–

(1)

Balance at 29 February 2012

2

1 448

213

30

4 039

5 732

* Less than R1 million.
#
Included in this amount are share incentive scheme participation costs of R11 million (2011: R10 million) for shares issued to share scheme
participants in respect of awards that have vested under the share schemes.
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Notes

2012
ZAR’m

2011
ZAR’m

11

24

(8)

Interest received

17

19

Interest paid

(1)

(2)

(5)

(6)

35

3

Proceeds on disposal of fixed assets

*

–

Additions to property, plant and equipment

*

*

Cash flow from operating activities
Cash generated from/(utilised in) operations

Taxation paid

12

Net cash inflow from operating activities
Cash flow from investing activities

–

9

Net loans repaid by/(advanced to) subsidiaries

Proceeds on disposal of investments

232

(181)

Net cash inflow/(outflow) from investing activities

232

(172)

Cash flow from financing activities
Proceeds from issue of shares

4

99

(268)

(166)

Net loans (advanced to)/received from subsidiaries

(17)

246

Net cash (outflow)/inflow from financing activities

(281)

179

Capital distribution

(14)

11

Cash and cash equivalents at the beginning of the year

Net (decrease)/increase in cash and cash equivalents
13

72

61

Cash and cash equivalents at the end of the year

13

58

72

* Less than R1 million.
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NOTES TO THE COMPANY ANNUAL FINANCIAL STATEMENTS
for the year ended 29 February 2012

1.

2012
ZAR’m

2011
ZAR’m

2

2

1

*

3

3

Realised

(12)

5

Unrealised

(49)

35

(61)

40

1

1

Administrative

-

3

Managerial

*

*

Secretarial

*

*

Technical

*

*

Advisory

*

*

Consulting, professional and acquisitions related

3

5

Taxation

4

*

Internal audit

*

1

OPERATING LOSS
Operating loss is arrived at after taking into account the following items:
Auditors’ remuneration
Audit fees – current year
– other services
Auditors’ remuneration
Foreign exchange (gains)/losses

Depreciation
Fees for services

Operating lease rentals
Premises, office furniture, equipment and motor vehicles

2

2

18

18

3 892

*

Salaries

3

3

Non-executive directors’ fees

4

3

7

6

15

19

2

*

17

19

Staff costs
Impairment of investment
The investment impairment relates to the impairment of the Datatec International
Limited investment (see Note 15).
Directors’ emoluments
Executive directors

Full details of directors’ emoluments are provided in the remuneration report
on pages 81 to 93.
2.

INTEREST RECEIVED
From subsidiary companies
Other investments
* Less than R1 million.
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2012
ZAR’m
3.
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2011
ZAR’m

TAXATION
Taxation charge/(credit)
Current taxation – Current year

8

3

Deferred taxation – Current year

14

(9)

22

(6)

Reconciliation of taxation rate to profit/(loss) before taxation
South African normal tax rate

28,0%

28,0%

Permanent differences

(25,8%)

(10,4%)

2,2%

17,6%

Balance at the beginning of the year

15

6

(Debit)/credit to income statement

(14)

9

1

15

Rental smoothing

*

*

Provisions

1

1

Effective tax rate
Datatec Limited has no estimated tax loss at the end of the current
and prior financial year.
Movement of deferred tax assets

Analysis of deferred tax assets

Other temporary differences

*

14

1

15

5 196

4 282

487

605

5 683

4 887

5 964

5 159

(233)

(249)

* Less than R1 million.

4.

SUBSIDIARY COMPANIES AND INVESTMENTS
Unlisted shares
Unlisted shares at written down value
Net amounts owing by subsidiaries
Total investment
Presented as follows:
Shares at cost and long-term portion of loans receivable
Long-term loans payable
Current assets

31

44

Current liabilities

(44)

(32)

Impairment provisions included in other payables

(35)

(35)

5 683

4 887

Directors’ valuation of unlisted investment is R5,2 billion (2011: R4,3 billion). The directors have reviewed the valuations
and believe that the carrying value of the investment is recoverable.
Details of investment in subsidiaries are recorded in Annexure 1 of the Group annual financial statements.
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4.

2012
ZAR’m

2011
ZAR’m

14

14

*

1

SUBSIDIARY COMPANIES AND INVESTMENTS continued
Amounts due by/(to) Group companies
Loans
ZAR-denominated loans
Datatec Management Services (Pty) Limited
Westcon SA (Pty) Limited
Analysys Mason Limited

*

*

Logicalis Group Limited

12

3

Westcon Group, Inc.

10

13

Datatec Integration Services (Pty) Limited

21

21

5

17

(228)

(246)

1

1

Logicalis Group Limited

290

276

Inflow Technologies India

20

18

270

402

Datatec Limited Share Incentive Trust
Westcon Emerging Markets (Pty) Limited
Intact Integrated Services
USD-denominated loans

Westcon Group, Inc.
Datatec International Holdings Limited

4

*

Datatec International Limited

–

17

–

7

GBP-denominated loans
Datatec International Limited
Intact Holdings

104

96

Datatec UK Holdings Limited

(3)

(3)

Analysys Mason Group Limited

2

2

522

640

Impairment provisions

(35)

(35)

Net amounts owing by subsidiaries

487

605

Loans amounting to R126 million are subject to interest at the UK base rate plus 2% and there are no fixed repayment
terms. Loans amounting to R274 million are subject to the USD LIBOR six-month rate plus 2%.
Loans amounting to R290 million are subject to the USD LIBOR one-month rate plus 1,5%. Loans amounting to
R20 million are subject to the USD LIBOR one-month plus 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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2012
ZAR’m

2011
ZAR’m

4

4

2

2

1 448

1 690

1 450

1 692

SHARE CAPITAL AND PREMIUM
Authorised share capital
400 000 000 (2011: 400 000 000) ordinary shares of R0,01 each
Issued share capital
186 527 779 (2011: 185 591 558) ordinary shares of R0,01 each
Share premium

The shares issued to settle options exercised under the terms of the Datatec Share Option Scheme are issued under
the authority of the shareholders’ approval for that scheme. At the reporting date 12 710 584 (2011: 12 380 264)
of the outstanding share options had been exercised and shares issued in settlement. As at 29 February 2012,
617 285 (2011: 922 305) share options had been granted but had not yet been exercised or lapsed.
At the annual general meeting of shareholders on 6 September 2011, up to 8 000 000 unissued shares (2011:
8 000 000 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 the shareholders’ authority given at a general meeting on
11 August 2010 and at the annual general meeting held on 14 September 2011.
As of 29 February 2012, the Group held 173 704 (2011: 608 772) shares as treasury shares that had been acquired by
the Datatec Share Incentive Trust 2005. These have been set off against share premium. Share issue expenses for the
year amounted to R45 743 (2011: R176 967).
During the year ended 29 February 2012 the following shares were issued in respect of share options exercised, and
acquisitions in subsidiaries:
Shares for share options

Shares for acquisitions

–

605 601

Price (ZAR)
37,17

Target company
Netarx LLC

330 320

6.

2012
ZAR’m

2011
ZAR’m

49

43

ACCOUNTS PAYABLE
Other payables
The carrying value of other accounts payable approximates the fair value.
* Less than R1 million.
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7.

2012
ZAR’m

2011
ZAR’m

12

21

1

1

2

3

BANK OVERDRAFT
Total borrowings at year-end
Datatec Limited has general short-term banking facilities amounting to R30 million
(2011: R30 million) with The Standard Bank of South Africa Limited, bearing
interest at the South African prime interest rate (9% as at 29 February 2012 and
28 February 2011).
Datatec Limited also has access to an uncommitted lending facility amounting to
R30 million with Investec Bank Limited in South Africa, bearing interest at the South
African prime interest rate (9% as at 29 February 2012 and 28 February 2011).
At 29 February 2012, R10 million was drawn.

8.

COMMITMENTS
Operating lease commitments
Due within one year:
Property
Due between one and five years:
Property
* 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 that 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 (2011: £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
(2011: £10 million).
Datatec Limited stands surety on behalf of Westcon Emerging Markets (Pty) Limited for Westcon SA’s banking facilities
of R87 million (2011: R87 million) with The Standard Bank of South Africa.
Datatec Limited stands guarantor on behalf of Analysys Mason Limited in favour of HSBC Bank plc for an amount of
£2,5 million.
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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’s financial instruments consist mainly of cash and cash equivalents, accounts receivable,
accounts payable and borrowings.

10.2

10.3

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 2011. 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.
2012
ZAR’m

2011
ZAR’m

Loans and receivables (including cash and cash equivalents)

102

139

Financial assets held-for-trading

102

139

Liabilities at amortised cost

(105)

(96)

Financial liabilities held-for-trading

(105)

(96)

Categories of financial instruments
Financial assets

Financial liabilities

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.
The carrying amount of financial assets recorded in the financial statements (see Note 10.3), which is net of
impairment 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.
ZAR’m

0 – 1 year

Total

(296)

(296)

(296)

(296)

(289)

(289)

(289)

(289)

2012
Financial guarantees or commitments
2011
Financial guarantees or commitments

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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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 Dollar
against the relevant foreign currencies. Ten percent is the sensitivity rate that 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 Dollar against the relevant currency, there would be an equal and opposite
impact on the profit and other equity.
US$
(Gain)/loss
Profit before tax
Other equity

10.8

GBP

EUR

2012
ZAR’m

2011
ZAR’m

2012
ZAR’m

2011
ZAR’m

2012
ZAR’m

2011
ZAR’m

2

9

*

1

–

–

56

68

10

9

–

–

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 analyses
The sensitivity analyses below have 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:
Q the Company’s profit for the year ended 29 February 2012 would increase by a net amount of
R1,2 million (2011: R0,8 million); and
Q other equity would not be affected materially.
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11.

2012
ZAR’m

2011
ZAR’m

1 023

(35)

Unrealised foreign exchange (gains)/losses

(49)

35

Share-based payments

11

12

–

*

CASH GENERATED FROM/(UTILISED IN) OPERATIONS
Profit/(loss) before taxation
Adjusted for:

Profit on disposal of investment
Depreciation

1

1

(17)

(19)

1

2

Dividends received

(4 845)

–

Impairment of investment

3 892

*

17

(4)

Interest received
Interest paid

Operating profit/(loss) before working capital changes
Working capital changes:

12.

13.

(Increase)/decrease in accounts receivable

*

1

Increase/(decrease) in accounts payable

7

(5)

24

(8)

Amounts at the beginning of the year

(5)

(2)

Amounts charged to income statement

8

3

Amount receivable at the end of the year

2

5

5

6

Cash resources

70

93

Bank overdraft

(12)

(21)

58

72

TAXATION PAID

CASH AND CASH EQUIVALENTS AT THE BEGINNING/END OF THE YEAR

13.1

Non-cash transactions
During the current year, the Company entered into the following non-cash investing and financing activities
which are not reflected in the Company statement of cash flows:
Q the Company received two non-cash distributions, as described in Note 14;
Q the Company issued shares to fund a portion of the consideration for Logicalis’ acquisition of Netarx LLC.

* Less than R1 million.
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DIVIDENDS RECEIVED
Dividend in specie
Following an internal restructure process (in terms of Section 47 of the Income Tax Act), on 1 December 2011 the
Company received a non-cash distribution as an in specie dividend from its subsidiary, Datatec International Limited.
The distribution received represents Datatec International Limited’s investment in Datatec Global Holdings Limited
(containing the investments in the Company’s non-South African subsidiaries), as well as investment in Datatec
International Holdings Limited (BVI).
As the investments remained under the ultimate control of the Company both before and after the distribution, the
transaction is excluded from the scope of IFRS 17 Distribution of Non-cash Assets to Owners. In the absence of a
specific accounting treatment prescribed by IFRS the Company accounted for the dividend received at the carrying
value of the investments distributed by Datatec International Limited, thus accounting for the investment in the
subsidiaries at a cost of R4 807 million.
Distribution of loan account
Datatec International Limited distributed its asset loan account granted to the Company, of R39 million, on
29 February 2012.

15.

IMPAIRMENT OF INVESTMENT
During the year, as a result of the internal restructure process referred to in Note 14, the Company carried out a review
of the recoverable amount of its investment in Datatec International Limited. The review led to the recognition of a
provision for impairment of R3 894 million, which has been recognised in profit or loss. The recoverable amount of the
investment has been determined on the basis of the subsidiary’s net asset value.
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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” or “the Group”)

Notice is hereby given that the Annual General Meeting (“Meeting”) of shareholders of Datatec will be held at the Sandton
Sun, corner Fifth and Alice Streets, Sandton, 2196, Republic of South Africa at 12:00 on Thursday, 6 September 2012 for
the purpose of considering and voting on the following resolutions with or without modification:
1.

PRESENTATION 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 29 February 2012 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 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 JF McCartney 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 16 of the Integrated Report for Mr McCartney’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 McCartney 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 Prof LW Nkuhlu 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 16 of the Integrated Report for Prof Nkuhlu’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 Prof Nkuhlu 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 CS Seabrooke 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 16 of the Integrated Report for Mr Seabrooke’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 Seabrooke 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.
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ELECTION OF DIRECTOR
Ordinary Resolution Number 5
“Resolved that Mr RP Evans, who was appointed by the Board on 1 May 2012, be and is hereby elected as a director of
the Company.”
Please refer to pages 14 and 15 of the Integrated Report for Mr Evans’ brief curriculum vitae. On behalf of the Board,
the Chairman confirms that Mr Evans’ strong international experience gained both within the Group and working for
other listed companies 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.

REAPPOINTMENT OF INDEPENDENT AUDITORS
Ordinary Resolution Number 6
“Resolved that the reappointment of Deloitte & Touche as auditors of the Company be approved and that Mr Mark
Holme 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.

ELECTION OF AUDIT COMMITTEE MEMBERS
Ordinary Resolution Number 7
“Resolved that the Audit, Risk and Compliance Committee be elected to serve from this AGM to the 2013 AGM by
separate election to the committee of the following independent non-executive directors:
7.1 – Mr CS Seabrooke;
7.2 – Prof LW Nkuhlu; and
7.2 – Ms O Ighodaro.”
On behalf of the Board, the Chairman confirms that each candidate for election to the Audit Committee has the relevant
knowledge and experience 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.

8.

NON-BINDING ADVISORY VOTE ON REMUNERATION POLICY
Ordinary Resolution Number 8
“Resolved that the remuneration policy of the Company for 2012 as reflected on page 81 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.”

9.

APPROVAL OF NON-EXECUTIVE DIRECTORS’ FEES
Special Resolution Number 1
“Resolved that the Board and Committee fees for non-executive directors for the financial year ending 28 February 2013,
as recommended by the Remuneration Committee and set out in the note below, be and are hereby authorised, in
accordance with the provisions of the Companies Act 71 of 2008 (“Companies Act”). and that the Company may continue
to pay directors’ fees at the annual rates specified in the note below for the period from 28 February 2013 until the
Company’s 2013 AGM.
Directors’ fees for the financial year ending 28 February 2013:
Chairman of the Board: US$190 000 total fee inclusive of committee work;
Senior non-executive director’s fee: US$70 000;
Non-executive director’s fee: US$60 000;
Chairman of the Audit, Risk and Compliance Committee: US$30 000;
Member of the Audit, Risk and Compliance Committee: US$15 000;
Chairman of the Social and Ethics Committee: US$10 000;
Chairman of the Remuneration Committee: US$15 000*;
Member of the Remuneration Committee: US$7 500;
Member of the Nomination Committee: US$5 000;
Trustee of Datatec trusts: US$7 000.”

Q
Q
Q
Q
Q
Q
Q
Q
Q
Q

* After the chairmanship of the Remuneration Committee ceases to be held by the Chairman of the Board
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Reason for the special resolution:
The Companies Act requires shareholder approval of directors’ fees prior to payment of such fees.
In terms of the Companies Act, 75% of the votes cast by shareholders present or represented by proxy at this Meeting
must be cast in favour of this resolution for it to be adopted.
10. AUTHORITY FOR THE DIRECTORS TO ISSUE SHARES – ACQUISITIONS
Ordinary Resolution Number 9
“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 the Company be and are hereby authorised and empowered to issue such unissued ordinary shares as
consideration for acquisitions in any way they may deem fit, subject always to:
Q the Companies Act, the MoI and the JSE Limited (“JSE”) Listings Requirements where applicable;
Q such directors’ authority pursuant to this Ordinary Resolution Number 9 to allot, issue and otherwise dispose of
unissued ordinary shares in the Company being limited to 9 500 000 ordinary shares being approximately 5,0% of the
current issued share capital of the Company”
In order for this resolution to be adopted, the support of 50% + 1 of the votes cast by shareholders present or
represented by proxy at the Meeting is required.
11. AUTHORITY FOR THE DIRECTORS TO ISSUE SHARES FOR CASH AS A RIGHTS ISSUE
Ordinary Resolution Number 10
“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 the Company be and are hereby authorised and empowered to issue such unissued ordinary shares as
a rights issue in any way they may deem fit, subject always to:
Q the Companies Act, the MoI and the JSE Limited (“JSE”) Listings Requirements where applicable;
Q such directors’ authority pursuant to this Ordinary Resolution Number 10 to allot, issue and otherwise dispose of
unissued ordinary shares in the Company being limited to 9 500 000 ordinary shares being approximately 5,0% of the
current issued share capital of the Company.
Q the price of any rights issue contemplated under this Ordinary Resolution Number 10 being no less than the 30 day
volume weighted average share price less a 10% discount.”
In order for this resolution to be adopted, the support of 50% + 1 of the votes cast by shareholders present or
represented by proxy at the Meeting is required.
12. AUTHORITY TO PROVIDE FINANCIAL ASSISTANCE TO ANY GROUP COMPANY
Special Resolution Number 2
“Resolved that the provision of financial assistance by the Company, subject to the provisions of the Companies Act, to
any company or corporation which is related or inter-related to the Company (as defined in the Companies Act), on the
terms and conditions which the directors may determine up to a limit of US$100 million be and is hereby approved.”
Reason for the special resolution:
In terms of the Companies Act, the Board may authorise the Company to provide any financial assistance to related or
inter-related companies, being Group companies, including subsidiary companies of the Company, subject to certain
requirements set out in the Companies Act, including the Company meeting the solvency and liquidity test. This general
authority would greatly assist the Company inter alia with making inter-company loans to subsidiaries as well as granting
letters of support and guarantees in appropriate circumstances. The existence of a general shareholder authority would
avoid the need to refer each instance to members for approval which might impede the negotiations and add time and
expense. If approved, this general authority will expire at the end of two years and the US$100 million cap would apply
cumulatively over that period.
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Notification
Shareholders are hereby notified in terms of section 45(5) of the Companies Act, that the Board has passed the same
resolution to take effect on the passing of this special resolution by shareholders.
Shareholders are also advised that the Board is satisfied that after providing the financial assistance, the Company will
satisfy the solvency and liquidity test and that the terms under which the financial assistance is proposed to be given are
fair and reasonable to the Company.
In terms of the Companies Act, 75% of the votes cast by shareholders present or represented by proxy at the Meeting
must be cast in favour of this resolution for it to be adopted.
13. GENERAL AUTHORITY TO REPURCHASE SHARES
Special Resolution Number 3
“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 and the JSE Listings Requirements, when
applicable and provided that:
Q a paid press release giving such details as may be required in terms of the JSE Listings Requirements be published
when the Company or its subsidiaries have cumulatively repurchased 3% (three percent) of the initial number of the
shares of the Company in issue as at the time the general authority was granted and for each 3% in aggregate of the
initial number of shares acquired thereafter;
Q the authorisation granted above shall remain in force from the date of passing of this special resolution for a period
of 15 (fifteen) months or until the next Annual General Meeting, whichever period is shorter;
Q the Company will only appoint one agent to effect any repurchase(s) on its behalf;
Q the Company or its subsidiary shall not repurchase securities during a prohibited period as defined in
paragraph 3.67 of 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;
Q the repurchase of securities will be effected through the order book operated by the JSE trading system and done
without any prior understanding or arrangement between the Company and the counterparty;
Q the repurchase by the Company of its own securities above may not exceed 20% (twenty percent) of the Company’s
issued 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;
Q any such repurchases are subject to exchange control approval at that point in time; and
Q in determining the price at which the Company’s ordinary shares are acquired by the Company in terms of this
general 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.
Q a resolution has been passed by the Board of Directors confirming that the Board has authorised the general
repurchase, that the Company has passed the solvency and liquidity test as required by the Companies Act and
since the test was done there have been no material changes to the financial position of the Group.”
Seventy-five percent (75%) 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 Listings Requirements of the JSE in order for it to be adopted.
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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 Meeting is included, at the
places indicated:
Q Directors and management (refer page 186 of this report);
Q Major shareholders (refer page 185 of this report);
Q Directors’ interests in securities (refer page 92-93 of this report and note 23 of the Annual Financial Statements
pages 140 to 144); and
Q Share capital of the Company (refer page 133 of this report).
The directors undertake that the Company will not commence a general repurchase of shares as contemplated above
unless the following can be met:
Q the Company and the Group will be able to repay their debts in the ordinary course of business for a period of
12 months following the date of the general repurchase; and
Q the Company and the Group’s assets will be in excess of the liabilities of the Company and the Group for a period of
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 Companies Act;
Q the share capital and reserves of the Company and the Group will be adequate for ordinary business purposes for a
period of 12 months after the date of the general repurchase;
Q the working capital of the Company and the Group will be adequate for ordinary business purposes for a period of
12 months following the date of the repurchase; and
Q the sponsor to the Company provides a letter of confirmation on the adequacy of working capital in terms of section
2.12 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 186 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 140, 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 186 of the Integrated Report, collectively and individually accept full
responsibility for the accuracy of the information pertaining to Special Resolution Number 3 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 3 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.
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Statement of board’s intention
The directors of the Company have no specific intention to effect the provisions of Special Resolution Number 3 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 3.”
14. AUTHORITY TO SIGN ALL DOCUMENTS REQUIRED
Ordinary Resolution Number 11
“Resolved that subject to the passing of terms of the Ordinary Resolutions 1 to 10 and Special Resolutions 1 to 3, 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 10 and Special Resolutions 1 to 3 passed
at the 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.
15. TO RECEIVE A REPORT FROM THE SOCIAL AND ETHICS COMMITTEE.
16. TO TRANSACT SUCH OTHER BUSINESS AS MAY BE TRANSACTED AT AN ANNUAL GENERAL MEETING.
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 Friday, 31 August 2012. Accordingly, the
last day to trade for the purposes of being entitled to attend and vote at the Meeting is Friday, 24 August 2012.
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 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 so as to be received by them by no later than 12:00 on
4 September 2012. Any forms of proxy not lodged by this time must be 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.
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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 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 AGM 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 PLC in accordance with the instructions on the form
of instruction.
Shares held by a share trust or scheme will not have their votes at meetings taken into account for the purposes of
resolutions proposed in terms of the JSE Listings Requirements.
Should any shareholder (or any proxy for a shareholder) wish to participate in the Meeting by way of electronic
participation, the shareholder should make application in writing (including details as to how the shareholder or its
representative (including its proxy) can be contacted) to so participate to the transfer secretaries, at their address as
reflected on page 187, to be received by the transfer secretaries at least 5 (five) business days prior to the Meeting in
order for the transfer secretaries to arrange for the shareholder (or its representative or proxy) to provide reasonably
satisfactory identification to the transfer secretaries for the purpose of section 63(1) of the Companies Act, and for the
transfer secretaries to provide the shareholder (or its representative) with details as to how to access any electronic
participation to be provided. The cost of accessing any means of electronic participation provided by the Company will
be borne by the Company. It should be noted, however, that voting will not be possible via the electronic facilities and
for shareholders wishing to vote, their shares will need to be represented at the Meeting either in person, or by proxy or
by letter of representation, as provided for in the notice of meeting.
All meeting participants will be required to provide identification reasonably satisfactory to the chairman of the Meeting.
By order of the Board

SP Morris
For and on behalf of
Datatec Management Services (Pty) Limited
Company Secretary
Sandton
August 2012
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DATATEC LIMITED
(Incorporated in the Republic of South Africa)
Registration number: 1994/005004/06
JSE code: DTC
ISIN: ZAE000017745
(“the Company”)
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
Annual General Meeting of the Company to be held at 12:00 on 6 September 2012 and at any adjournment of that meeting.
Signed at

this

day of

2012

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

No. Type
1.

O1

Presentation of Annual Financial Statements

2.

O2

Re-election of JF McCartney

3.

O3

Re-election of LW Nkuhlu

4.

O4

Re-election of CS Seabrooke

5.

O5

Election of RP Evans

6.

O6

Reappointment of independent auditors

7.

O7

Election of Audit, Risk and Compliance Committee members:

Against
resolution

Abstain
from voting

7.1 Election of CS Seabrooke
7.2 Election of LW Nkuhlu
7.3 Election of O Ighodaro
8.

O8

Non-binding advisory vote on remuneration policy

9.

S1

Approval of non-executive directors’ fees

10.

O9

Placing 9,5 million unissued shares under the control of the
directors (5,0% of issued share capital) – for acquisitions

11. O10

Placing 9,5 million unissued shares under the control of the
directors (5,0% of issued share capital) – rights issue

12.

S2

Authority to provide financial assistance to Group companies

13.

S3

General authority to repurchase shares

14. O11

Authority to sign all documents required

O = Ordinary resolution
S = Special resolution
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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.
3. Members registered in their own name are members who elected not to participate in the issuer-sponsored nominee
programme 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.
3. To be valid, the completed forms of proxy must be lodged with the transfer secretaries of the Company, Computershare
Investor Services (Proprietary) Limited, at 70 Marshall Street, Johannesburg, 2001, South Africa, or posted to the transfer
secretaries at PO Box 61051, Marshalltown, 2107, South Africa, to be received by them not later than 12:00 on Tuesday,
4 September 2012. Any forms of proxy not lodged by this time must be handed to the Chairperson of the Annual
General Meeting.
4. Documentary evidence establishing the authority of a person signing this term 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 general meeting in person.
In terms of section 58 of the Companies Act, 2008 (“the Companies Act”):
a shareholder may, at any time and in accordance with the provisions of section 58 of the Companies Act, appoint
any individual (including an individual who is not a shareholder) as a proxy to participate in, and speak and vote at, a
shareholders’ meeting on behalf of such shareholder;
Q a proxy may delegate his authority to act on behalf of a shareholder to another person, subject to any restriction set
out in the instrument appointing such proxy;
Q irrespective of the form of instrument used to appoint a proxy, the appointment of a proxy is suspended at any time
and to the extent that the relevant shareholder chooses to act directly and in person in the exercise of any of such
shareholder’s rights as a shareholder;
Q any appointment by a shareholder of a proxy is revocable, unless the form of instrument used to appoint such proxy
states otherwise;
Q if an appointment of a proxy is revocable, a shareholder may revoke the proxy appointment by:
(a) cancelling it in writing, or making a later inconsistent appointment of a proxy; and
(b) delivering a copy of the revocation instrument to the proxy and to the Company; and
Q a proxy appointed by a shareholder is entitled to exercise, or abstain from exercising, any voting right of such
shareholder without direction, except to the extent that the Memorandum of Incorporation of the Company, or the
instrument appointing the proxy, provides otherwise.
Q
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1 March 2010
to 28 February
2011

1 March 2011
to 29 February
2012
Stock exchange performance
Total number of shares traded (’000)
Total number of shares traded as a percentage of total shares
Total value of shares traded (Rmillion)

p176 – p187

1 March 2009
to 28 February
2010

60 176
32,39%
2 337

104 059
56,58%
3 494

113 195
64,17%
2 422

4 500
4 510
3 252

3 576
3 848
2 720

3 074
3 295
1 042

377,5
377,5
288,0

310,0
350,0
235,0

261,0
266,0
71,0

34,79%
65,21%

34,56%
65,44%

19,34%
80,66%

JSE Limited prices (RSA cents)
Closing
High
Low
London Stock Exchange (AIM) prices (UK pence)
Closing
High
Low
Public/non-public shareholding
Percentage of shares held by non-public shareholders
Percentage of shares held by public shareholders

Listed below are analyses of holdings extracted from the register of ordinary shareholders at 29 February 2012:
Shareholder type

Directors
Other holdings over 10%
Share trust (treasury shares)
Total non-public
Public
Total

Shareholders in SA
Percentage
Number
of shares
3
2
1
6
6 856
6 862

0,6%
26,4%
0,1%
27,1%
54,8%
81,9%

Shareholders other
than in SA
Percentage
Number
of shares
2
0
0
2
345
347

7,7%
0,0%
0,0%
7,7%
10,4%
18,1%

Total shareholders
Percentage
Number
of shares
5
2
1
8
7 201
7 209

8,3%
26,4%
0,1%
34,8%
65,2%
100,0%

The following are the principal beneficial shareholders whose holding directly or indirectly in the Company totals more than
3% of the issued share capital as at 29 February 2012:
Government Employees Pension Fund (ZA)
28 335 641
15,19%
Old Mutual Life Assurance Company Limited (ZA)
20 973 630
11,24%
Allan Gray – Equity Fund, Balanced Fund and Stable Fund (ZA)
13 622 866
7,30%
Jens Montanana (Director)
13 606 378
7,29%
Investment Solutions (ZA)
9 881 263
5,30%
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SHAREHOLDERS’ DIARY

Annual General Meeting

6 September 2012

Reports
Interim half-year to August 2012
Announcement of 2013 annual results
2013 Annual Report

Published
Published
Published

17 October 2012
15 May 2013
July 2013

ADMINISTRATION

Board of Directors
Name

Date of appointment

Position held at 29 February 2012

Executive directors
JP Montanana (British) +

6 October 1994

Chief Executive Officer

IP Dittrich+

1 March 2008

Chief Financial Officer to 1 June 2012

RP Evans (British)

1 May 2012

–

SJ Davidson (British)^

1 February 2007

Chairman

O Ighodaro (Nigerian/British)*

1 September 2010

Director

JF McCartney (American)^

16 July 2007

Director

LW Nkuhlu*+

1 September 2006

Director

CS Seabrooke*^

6 October 1994

Director

N Temple (British)^

1 October 2002

Director

Non-executive directors

* Audit, Risk and Compliance Committee.
^ Remuneration Committee and Nomination Committee.
+ Social and ethics committee
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Registered office

Sponsors

Corporate law advisers and

Ground Floor

Rand Merchant Bank (a division of

consultants

Sandown Chambers

FirstRand Bank Limited)

Bowman Gilfillan (Pty) Limited

Sandown Village

1 Merchant Place

165 West Street

16 Maude Street

Corner Fredman Drive and

Sandton, 2196

Sandown

Rivonia Road

South Africa

South Africa

Sandton, 2196

Telephone +27 (0)11 233 1000

South Africa

Telefax +27 (0) 11 233 3300
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Auditors
Deloitte & Touche

Jefferies Hoare Govett (European

The Woodlands

110 Buckingham Avenue

headquarters)

Woodlands Drive

Slough

Vintners Place

Woodmead

Berkshire SL14PF

68 Upper Thames Street

Sandton, 2148

United Kingdom

London EC4V 3BJ

South Africa

Telephone +44 (0) 1753 797 100

United Kingdom

Telefax +44 (0) 1753 797 150

Principal bankers – SA
finnCap Limited

The Standard Bank of South Africa

Registration number

4 Coleman Street

Limited

1994/005004/06

London EC2R 5TA

Commercial Banking Division

United Kingdom

7th Floor, 3 Simmonds Street

Secretary

Johannesburg, 2001

Datatec Management Services

Transfer secretaries

(Pty) Limited (Managing Director

Computershare Investor Services

Principal bankers – UK

– SP Morris)

(Pty) Limited

HSBC Bank Plc

Ground Floor

Thames Valley Corporate Banking

Office – UK

70 Marshall Street

Centre

2nd Floor, Bush House

Johannesburg, 2001

Apex Plaza

North West Wing

South Africa

Reading RG1 1AX

WC2B 4PJ

Computershare Investor Services

Principal bankers – US

Telephone +44 (0) 207 395 9000

(Channel Islands) Limited

HSBC Business Credit (USA) Inc

Telefax +44 (0) 207 395 9001

Ordnance House

452 Fifth Avenue

31 Pier Road

New York, NY 10018

London

Office – US

St Helier, Jersey

520 White Plains Road

Channel Islands

GE Corporate Financial Services

Tarrytown

JE4 8PW

201 Merritt 7

New York 10591

Norwalk, CT 06856

Telephone +1 914 829 7170
Telefax +1 914 829 7184
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GROUP INTERNET ADDRESSES

www.datatec-group.com
www.datatec.co.za
www.westcongroup.com
www.logicalis.com
www.analysysmason.com
www.intact-is.com
www.theviagroup.com
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