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ABOUT OUR 2014
INTEGRATED REPORT
About this report
The 2014 Integrated Report is the Group’s fourth Integrated Report which
endeavours to present an integrated overview of the financial, economic,
environmental, social and governance performance of the Group for the year
1 March 2013 to 28 February 2014. Datatec’s aim is to present a holistic
overview of the value the Group seeks to create for stakeholders, by
communicating content that is useful and relevant in an open and balanced
manner. The report comprises a measured account of the Group’s approach
to sustainability that takes account of all resources employed by the Group
in its business activities and all resources and groups on which Datatec
has an impact.
The information disclosed encompasses all divisions and subsidiaries of
Datatec Limited, across all regions of operation. These same entities are
included in the Group’s consolidated annual financial statements as set out
on pages 92 to 172 of this report. There was no change to the boundary,
save for the increase in terms of the acquisitions as detailed in the annual
financial statements, or any measurement techniques, nor were there any
restatements of previously reported information. (For more information see
the annual financial statements on pages 92 to 172).

Governance structure
The Group’s executive directors are Jens Montanana (Chief Executive
Officer), Rob Evans (Group Operations Director) and Jurgens Myburgh
(Chief Financial Officer). They can be contacted at the registered office of the
Company (see page 185).

Datatec strives to present a
holistic overview of the value
the Group seeks to deliver to
stakeholders
circumstances that may or may not occur in the future. Factors that could
cause actual results to differ materially from those in the forward-looking
statements include, but are not limited to, global and national economic and
market conditions including interest and foreign exchange rates, gross and
operating margins achieved, competitive conditions and regulatory factors.
These forward-looking statements have not been reviewed or reported on by
the Group’s external auditors, Deloitte & Touche.

Responsibility statement and review
The Audit, Risk and Compliance Committee and the Board acknowledge
their responsibility to ensure the integrity of this Integrated Report. It has
been reviewed by the Audit, Risk and Compliance Committee, the Board,
Company Secretary, sponsor and investor relations consultants. The annual
financial statements included in this Integrated Report have been audited by
the external auditors, Deloitte & Touche.

Basis of preparation
This report is primarily targeted at existing and potential investors, global
suppliers and customers.
Datatec has considered and applied many of the recommendations
contained in the International Integrated Reporting Framework issued in
December 2013. The Company has also applied the majority of principles in
the UK Code and the King III Report, and explained any which have not
been applied in respect of the latter. The annual financial statements have
been prepared in accordance with IFRS, the JSE Listings Requirements, AIM
Rules, the Companies Act of South Africa, as well as the SAICA Financial
Reporting Guides as issued by the Accounting Practices Committee.

Key Company data
Datatec Limited
Registration number: 1994/005004/06
ISIN: ZAE000017745 JSE Main Board: Computer Services
Share code: DTC Listing date: 1994
LSE: AIM Listing date: 2006
Shares in issue: 197 142 685 (28 February 2014)

Assurance
To ensure the integrity of sustainability reporting in the Integrated Report, the
Group has a formal combined assurance model in place, which includes an
external audit, internal audit and other independent assurance providers.

Jens Montanana
Chief Executive Officer

Rob Evans
Group Operations Director (Chief Financial
Officer during the year)

Forward-looking statement
The Integrated Report contains certain forward-looking statements which
relate to the financial position and results of the operations of the Group.
These statements are based solely on the view and considerations of the
directors and should not be unduly relied upon. These statements by their
nature involve risk and uncertainty as they relate to events and depend on

Chris Seabrooke
Chairman: Audit, Risk and Compliance Committee
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The following frameworks have been applied in the preparation of this Integrated Report:
Framework

Reference to detailed disclosure

South African Code of Corporate Practice and
Conduct as set out in the King III Report

➜

Throughout the report, King III register
on the website

Companies Act of South Africa 71 of 2008

➜

Throughout the report

JSE Listings Requirements and AIM rules

➜

Throughout the report

Discussion Papers issued by the South African
Integrated Reporting Committee (IRC) and the
International Integrated Reporting Council (IIRC)

➜

Throughout the report

International Financial Reporting Standards (IFRS)

➜

Annual financial statements on pages
92 to 172

Chairman’s statement
Stephen Davidson
“We have maintained our final capital
distribution for the year due to our strong
financial position, which reflects our confidence
in our long-term strategy.”

Page 22

CEO’s report
Jens Montanana
“Our underlying operations returned mixed
results in terms of performance. Logicalis had
a notably strong year with operating profit up
23% and the business is well positioned to
capitalise on the global trend towards servicebased IT solutions. Westcon underperformed as
a result of internal operational challenges.”

Page 25
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Datatec is an international ICT solutions and services group operating
in more than 50 countries across North America, Latin America,
Europe, Africa, Middle East and Asia-Pacific. The Group’s service
offering spans the technology, integration and consulting sectors of
the ICT market.
Datatec operates through three core divisions:
Technology – Westcon: distribution of networking, security and unified
communications products and data centre solutions
Integration – Logicalis: ICT infrastructure solutions and services
Consulting – Analysys Mason, The Via Group and Mason Advisory:
strategic and technical consulting
Datatec’s shares are listed on the JSE and the AIM of the London Stock
Exchange.
The icons below represent the key elements of Datatec’s strategy. For more
information on our strategy please see page 16.

GROWTH

EXPANSION

This Integrated Report is available online at
www.datatec-group.com.
For feedback regarding the content, accessibility,
functionality and usability of this report, please
address any queries to Simon Morris, for and on
behalf of Datatec Management Services (Pty)
Limited, Company Secretary.

INVESTMENT

SUSTAINABILITY
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DATATEC AT A GLANCE
WHO WE ARE

At a glance
Technology

WESTCON
A value-added distributor of
networking, security, unified
communications and data centre
solutions

Presence in six continents
100 offices
More than 20 logistics/staging facilities
Ships to 170 countries
Over 20 000 customers
Global network of specialty resellers, systems integrators
and service providers
Breadth of portfolio – over 100 vendor brands

Integration

LOGICALIS
A leading provider of IT solutions
and managed services

Presence in five continents
66 offices
Almost 6 000 corporate and public sector customers
Specialist in advanced technologies (e.g. cloud) and services
Provides specialised solutions for enterprise and medium-sized
companies in vertical markets covering financial services,
telecommunications, media and technology, education, healthcare,
retail, government, manufacturing and professional services, as well
as other sectors
Maintains strong global partnerships with technology leaders to deliver
innovative technology platforms, services and solutions to customers

Consulting

CONSULTING SERVICES
A provider of strategic and
technical consulting through
a number of subsidiaries

Presence in five continents
12 offices
Support clients in over 100 countries
Bringing value to service providers, commercial and public sector
mid-sized organisations, large enterprises and vendors
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Further information

New York, USA
Revenue 72% (2013: 73%)
Gross profit 54% (2013: 57%)
EBITDA 50% (2013: 59%)
Number of employees – 3 500

See www.westcongroup.com
Westcon divisional report on page 36
CEO report on page 25
Our impacts pages 78 to 90

Slough, UK
Revenue 27% (2013: 26%)
Gross profit 43% (2013: 39%)
EBITDA 49% (2013: 40%)
Number of employees – 3 732

Analysys Mason – London, UK
The Via Group – Texas, USA
Mason Advisory – Manchester, UK

Revenue 1% (2013: 1%)
Gross profit 3% (2013: 4%)
EBITDA 1% (2013: 1%)
Number of employees – 385
Intact was transferred to Westcon
Group on 1 July 2014
Mason Advisory was formed in
May 2014

See www.logicalis.com
Logicalis divisional report on page 42
CEO report on page 25
Our impacts pages 78 to 90

See www.analysysmason.com
www.theviagroup.com
www.mason.biz
Consulting services divisional
report on page 48
CEO report on page 25
Our impacts pages 78 to 90
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GLOBAL PRESENCE
Africa and Middle East (AME)
Revenue by geography:

US$548,7 million
Gross profit by geography:

US$71,2 million
Total employees:

635
Europe
Revenue by geography:

US$1 930,5 million
Gross profit by geography:

US$276,5 million
Total employees:

2 575
Asia-Pacific
Revenue by geography:

US$617,0 million
Gross profit by geography:

US$94,7 million
Total employees:

1 132

Global operations
Total revenue

US$5,69 billion

Notices and
references
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z Westcon Group z Logicalis z Consulting Services

North America
Revenue by geography:

US$1 572,5 million
Gross profit by geography:

US$190,3 million
Total employees:

1 395
Latin America
Revenue by geography:

US$1 019,3 million
Gross profit by geography:

US$208,7 million
Total employees:

1 890

Global operations
Total gross profit

US$841,4 million
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RESULTS SUMMARY
FOR THE YEAR
Revenue up 8% to

US$5,69 billion (2013: US$5,25 billion)

Gross profit increased by 8% to

EBITDA of

US$841,4 million (2013: US$780,3 million)

US$175,3 million (2013: US$185,5 million)

Underlying* EPS of

35,7 US cents (2013: 43,1 US cents)

Capital distribution maintained at

17 US cents per share for the full year (2013: 17 US cents)

Financial results

Revenue

2014
US$’000

2013
US$’000

2012
US$’000

2011
US$’000

5 688 054

5 246 667

5 033 394

4 302 972

Distributable earnings

64 300

85 084

89 069

45 940

Underlying earnings

70 165

82 424

89 166

69 705

2 992 024

2 690 064

2 398 407

1 996 932

(86 740)

47 621

(20 454)

48 120

Total assets
Net cash/(debt)

* 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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Westcon acquired NOXS and
Crane Telecommunications Group
Ltd, opening up new opportunities
in security, convergence and
mobility in Europe
Logical acquisitions
Logicalis
enhanced its position as
enhanc
strategic IBM partner
a strate
in the US and UK
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A
Alternative Investment
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Datatec celebrated
its 25th anniversary

Westcon Group signed
a global distribution
agreement with Cisco

2007

2008

Logicalis merged its
existing South
American
operations with
PromonTecnologia,
Brazil, making
Logicalis the largest
network integrator
in South America

2009

2010

2011

2012

Datatec Group
annual revenue
exceeded
US$5 billion
Logicalis acquires
NetStar Group,
re-entering the
Asia-Pacific region
BEE partner The
Mineworkers
Investment
Company (MIC)
acquired a stake in
Westcon SA

Westcon acquired
Afina Group,
significantly
expanding its
presence in Latin
America, the
Caribbean, Europe
and North Africa
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Logicalis acquired
the European
operations of 2e2
Datatec acquired
Comztek Holdings
(Pty) Ltd in South
Africa and
commences
merger with
Weston SA in
partnership with
BEE partner MIC

2013

2014

20 years of
democracy in SA
Datatec marked
20 years as a listed
company on
the JSE
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Investment case
} Global scale and reach
} Proven track record of organic and
acquisition-driven growth

} Experienced multinational management
and skilled workforce

} Focus on high-value fast-growing
sectors of the ICT market

} Complete coverage of the ICT
value chain

}
}
}
}

Strong revenue growth
Consistent dividend
Strategic relationships with key vendors
Successful development of new
business lines and geographies

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, fast-growing sectors of the
ICT market.
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TWENTY YEARS.
IT MAKES A WORLD OF
DIFFERENCE.
In our twentieth year on the JSE, we look back over the same
twenty years of our country’s democracy. We have walked our
country’s shared road to freedom as a proudly South African
global technology company. We believe that qualities such as
vision, stability, consistency, adaptability and commitment have
brought success to our democratic journey. Datatec brings this
same belief to the development of our worldwide business so that
together, we can make a world of difference.
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DIRECTORATE AND EXECUTIVE MANAGEMENT

1.

2.

3.

4.

1. Stephen Davidson
Independent non-executive Chairman
Age: 58 (British)
Date of appointment: 1 February 2007

3. Rob Evans
Group Operations Director
Age: 48 (British)
Date of appointment: 1 May 2012

Stephen is Chairman of Actual Experience plc and a non-executive
director of Inmarsat plc, EBT Mobile China Limited and Joywing plc.
He was previously Vice-Chairman Investment Banking at WestLB
Panmure and Chief Executive and Finance Director of Telewest
Communications plc. He has a 1st class honours degree in
Mathematics and Statistics from the University of Aberdeen.

Rob was appointed Group Operations Director of Datatec with
effect from 1 June 2014, having previously held the position of
CFO. Between 1996 and 2000, he worked as Datatec’s UK
Finance Director and then Group Mergers and Acquisitions
Director where he was involved in more than 20 global
acquisitions. He re-joined the Group in 2008 serving as COO of
Westcon AME. Since 2010 Rob has been head of the Consulting
Services division and is chairman of Analysys Mason. He qualified
as a UK Chartered Accountant with KPMG, where he worked in
London and Melbourne, and he also held senior positions
with divisions of other listed groups including Proudfoot and
Data Translation.

2. Jens Montanana
Chief Executive Officer
Age: 53 (British)
Date of appointment: 6 October 1994
Jens is the founder and principal architect of Datatec, established in
1986. Between 1989 and 1993 Jens served as Managing Director
and Vice-President of US Robotics (UK) Limited, a wholly owned
subsidiary of US Robotics Inc. which was acquired by 3Com in
1997. In 1993 he co-founded US start-up Xedia Corporation in
Boston, Massachusetts, an early pioneer of network switching and
one of the market leaders in IP bandwidth management, which was
subsequently sold to Lucent Corporation in 1999. In 1994 Jens
became Chairman and CEO of Datatec. He has previously served
on the boards and subcommittees of various public companies, and
currently serves as Chairman of Corero plc, an AIM-listed network
security business.

4. Jurgens Myburgh
Chief Financial Officer
Age: 39 (South African)
Date of appointment: 1 May 2014
Jurgens was appointed CFO of Datatec with effect from
1 June 2014, having joined Datatec from Standard Bank, where
he was Executive Vice-President and Head of Mergers and
Acquisitions. He has extensive experience in finance,
management, listed company corporate actions and mergers
and acquisitions. Jurgens qualified as a Chartered Accountant
at KPMG in 2000.
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9.

5. Chris Seabrooke
Independent non-executive director
Age: 61 (South African)
Date of appointment: 6 October 1994

7. Funke Ighodaro
Independent non-executive director
Age: 51 (Nigerian/British)
Date of appointment: 1 September 2010

Chris has been a director of over 20 stock exchange-listed
companies. He is currently CEO of Sabvest Limited, Chairman of
Metrofile Holdings Limited and Transaction Capital Limited, and
Deputy Chairman of Massmart Holdings Limited (all JSE-listed). He is
also a director of Net1 UEPS Technologies Inc. (Nasdaq/JSE), and
Brait S.E. (Luxembourg/JSE). Chris 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. Chris has Bachelor
of Commerce and Bachelor of Accountancy degrees from Natal
University, an MBA from the University of the Witwatersrand and is a
Fellow of the UK Institute of Cost and Management Accountants
(FCMA).

Funke is Chief Financial Officer and an Executive Director of Tiger
Brands. She was previously the Chief Financial Officer of Primedia
and before that ran the private equity interests of Kagiso Trust
Investments as Managing Director. She has a BSc (Honours) from
Salford University and is a Fellow of the Institute of Chartered
Accountants in England and Wales (FCA).

6. John McCartney
Independent non-executive director
Age: 61 (American)
Date of appointment: 16 July 2007

Nick has had a distinguished career at IBM, serving for 30 years in
various positions around the world as one of IBM’s most senior
international executives. He is currently Chairman of a number of
private companies.

John was previously a non-executive director of Datatec from
11 May 1998 to 30 September 2002 and was then re-appointed in
July 2007. He was formerly President and COO of US Robotics Inc.,
which he joined in 1984, as well as President of 3Com Corporation’s
Client Access Unit. John is currently Chair of Huron Consulting Group
and serves on the boards of AM Castle Corporation and Covance
Inc., and is a member of Westcon’s Audit, Risk and Compliance
Committee.

8. Nick Temple
Independent non-executive director
Age: 66 (British)
Date of appointment: 1 October 2002

9. Professor Wiseman Nkuhlu
Independent non-executive director
Age: 70 (South African)
Date of appointment: 1 September 2006
Wiseman is Chancellor of the University of Pretoria, chairman of
NM Rothschild & Sons (SA) and a director of the Ethics Institute of
South Africa and AngloGold Ashanti Limited. He is also a trustee of the
IFRS Foundation. Wiseman was formerly president of the International
Organisation of Employers, Geneva between June 2008 and
June 2011. He also served as economic adviser to the President of
South Africa, Thabo Mbeki, and as Chief Executive of the Secretariat of
New Partnership for Africa’s Development from October 2000 to July
2005. Wiseman has a Bachelor of Commerce degree from the
University of Fort Hare, is a Chartered Accountant (South Africa) and
has a MBA from the University of New York.

16

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Our performance

Governance

Our impacts

Annual financial
statements

Notices and
references

OUR STRATEGY
Datatec’s core strategy is to deliver long-term,
sustainable and above-average returns to
shareholders through the development of its three
principal operating divisions.
Managed as sector-focused, standalone businesses, the divisions are able to react quickly to technology changes and adapt
their operational model to best leverage opportunities.
Key elements of Datatec’s strategy include: continual focus on organic growth in the higher-value, faster-growing
ICT sectors; targeted geographical expansion; investment in higher-margin products and services and
value-enhancing acquisitions.

Objectives

Group strategic scorecard
Underlying* EPS – grow faster than revenue
EBITDA – grow faster than revenue
 Share price growth above market

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

Targeted geographical expansion

Investment in higher-margin value-added
products and services
* 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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Datatec is not overly dependent on any particular market, territory or technology sector and is continually diversifying its
supplier and customer base as a consequence of its scale and increasing globalisation.
Datatec creates shareholder value through actively and astutely managing its complementary but standalone businesses.
The Group offers strategic direction to its divisions and provides central services which include: portfolio oversight; mergers
and acquisitions (M&A); capital and financing; management support; internal audit; investor relations; market and sector
intelligence and geographical and industry expertise.

2014 progress

Future target (short/medium term)

Key objective: Sustainable, above-average returns for shareholders
Underlying* EPS – 35,7 US cents (2013: 43,1 US cents)
EBITDA – US$175,3 million (2013: US$185,5 million)
Share price – unchanged year-on-year

Underlying* EPS – grow faster than revenue
EBITDA – grow faster than revenue
Share price growth above market

Organic revenue growth:
Westcon – 2%
Logicalis – 5%
Group – 2,4%

Organic growth – 10%

39% of revenue generated outside Europe and North
America (2013: 36%)

Revenue outside Europe and North America – 50%

Gross margin – 14,8% (2013: 14,9%)

Gross margin – 15%
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STAKEHOLDER ENGAGEMENT

Datatec engages in proactive dialogue with its key
stakeholders aimed at establishing and maintaining
open and transparent, mutually beneficial
relationships.
We recognise stakeholder engagement as key to our corporate accountability and have identified key stakeholder groups
who may impact on or be impacted by our business strategy. As a responsible corporate citizen we have adopted an
inclusive approach to stakeholder engagement. During the year Datatec conducted a materiality assessment, beginning with
discussion at Group and divisional board and management levels. This is considered a work-in-progress, subject to change
as the process develops.
During the year, Datatec was one of four AIM-listed companies nominated for ‘Best Communications’ in the 2013 AIM Awards.

Stakeholder
Shareholders

Stakeholder material
issues
Sustainable, long-term,
above-average returns
(dividends; share price)
Governance

Risk management
Credibility (trust and
reputation)
Timely, transparent and
full disclosure (financial
and non-financial
matters)

Financial
institutions and
debt funders
(including major
vendors as
suppliers
of credit)

Reporting and disclosure

Financial health
Liquidity
Ratios
Cash generation
Risk management
Growth prospects
Compliance
Covenant adherence

Engagement
Formal Investor
Relations Policy
Integrated Report
Corporate website
SENS/RNS
announcements

How feedback
informs strategy
Discussed at
Board/Board
Committees

Responsibility
Chairman

CEO
CFO
Company Secretary

Group Marketing &
Communications
Manager

Interim management
statements

Investor roadshows
and 1:1 meetings
Analyst interaction
Formal shareholder
meetings (AGMs and
SGMs)
Subscriber-based email
notifications
Regulatory notices
Media
Regular personal
interaction

Discussed at
Board
Discussed at
divisional boards

CEO
CFO and finance
team
Divisional CEOs
Divisional CFOs
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Responsibility

Trust
beneficiaries

Development of
education (specifically
mathematics, science
and IT) in previously
disadvantaged
communities
Charitable and
compassionate aid

Datatec Education and
Technology Trust

Discussed at
Social and
Ethics
Committee and
Board

Group
Corporate Director
Group
Marketing &
Communications
Manager
Trustees of the Trust

Employees

Incentives and rewards
Non-discriminatory
work environment
Ongoing training
Opportunities to obtain
multiple vendor
accreditations
Nature, variety and
breadth of work
Opportunity to be
empowered at a junior
level

Decentralised
engagement
programmes –
operation specific
Inaugural Group
employee engagement
survey in 2014 to
develop a consistent
employee engagement
metric (Group pilot at
Logicalis)
Induction, training and
development
programmes – operation
specific
Ongoing Managing
Director email
communiqués and
town hall meetings
within operations
Annual sales and
marketing team
meetings
Employee performance
assessments
Group and regional
tracking of employee
turnover rate and
drivers

Employee
feedback is
currently limited
to operational
level and
addressed at
divisional level
by country.
Divisional
EXCOs will
report any major
issues that
come to its
attention to
Group EXCO,
which may be
escalated to
Board level
where strategy
is affected

CEO
Remuneration
Committee
Divisional CEOs
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STAKEHOLDER ENGAGEMENT CONTINUED

Stakeholder
Customers

Stakeholder material
issues
Best value, optimum
solution
Effectiveness of
systems
Value for money
Premium (best-in-class)
vendors
Vendor profile (broad
offering)
High degree of
technical competence
Sustainability and
performance
Quality of service
Diverse product and
service offering across
Group
Reputational issues
Innovation and early
adaption to emerging
trends

Engagement
1:1 meetings
1:1 technical interaction
pre-sales and postimplementation
Working in partnership
with customers and
vendors
Customer satisfaction
surveys
Marketing collateral
Social media
Functions and events

How feedback
informs strategy
Customer
feedback
dovetails with
vendor
feedback (see
Vendors)
Addressed at
divisional level
Report back to
Datatec Board

Responsibility
Group and divisional

CEOs and CFOs
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Responsibility

Vendors
(suppliers)

Alignment with vendor
approach to market
messaging
Breadth of offering
using the vendor
products
Customer procurement
(methodology and
targets)
Meeting vendor
financial targets
Meeting vendor
customer satisfaction
metrics
Accreditations (training)
Quality of training
programmes
Maintaining technical
edge in light of ongoing
market evolution
Scope for alignment
and scale of operations
Customer satisfaction
Quality of service
Geographic reach
Financial health
Reputational issues
Innovation and early
adaption to emerging
trends

Vendor conferences
1:1 interaction at all
levels
Vendor satisfaction
surveys
Vendor audits and
assessments
Contract renewal
process

Divisional boards

Group and divisional

Report back to
Datatec Board
Vendor audit
results are
tabled at
divisional
management
level and
addressed
where
applicable

CEOs and CFOs

Governments
and regulators
(region
dependent)

Investment
Employment
Taxation
Compliance

Formal regulatory
enquiries/onsite
governance
assessments

Group and divisional
CFOs
Company Secretary

Impact on energy
usage (IT centres)
Import and customs
controls

Regular proactive
submissions and
personal interaction

Discussed at
Board/Board
Committees
Addressed at
operational level
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S

“We have maintained our
final capital distribution for
the year due to our strong
financial position, which
reflects our confidence in
our long-term strategy.”

Stephen Davidson
Chairman
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We are committed to delivering
long-term value for shareholders.
Datatec delivered a satisfactory
performance for the year, maintaining
revenue growth and gross margins
despite continued adverse global
economic conditions. Logicalis
performed well, which helped to offset
Westcon’s weaker performance due
to operational issues associated with
the ERP roll-out in North America.
An increase in Westcon’s operating
costs compounded a difficult year to
reduce earnings overall.
During the year we continued to
broaden our services offering across
the Group and continued adapting to
the evolving technologies and trends
in our industry.

What sustainability means to us
We are committed to delivering
long-term value for shareholders while
at the same time developing our
people to enable them to realise their
highest potential and build a
sustainable skills pool for Datatec and
the industry at large, protecting our
environment and supporting
communities in which we operate.
All activities of the Group are
underpinned by Datatec’s Code of
Ethics, which is firmly rooted in the
ten principles of the UN Global
Compact and helps to direct the
actions within our global context.

Governance
We see excellence in governance as
fundamental to the sustainability of
our business. During the year we
continued enhancing risk
management by formalising the
Datatec Risk Management
Framework across the Group. Further,
on 13 May 2014 the Board adopted a
formal Risk Policy to govern all of our
operations within the continued
context of their decentralised
management structures.
We are confident that we have an
experienced and well-balanced Board
with a majority of independent
directors who contribute actively to all
deliberations and play a significant
role in guiding the formulation of our
growth strategy. Given our increasing
scale we created a new executive
position in the year of Group
Operations Director. Rob Evans, who
previously served as CFO, was
appointed to this position in June
2014 and Jurgens Myburgh, who
was appointed to the Board on
1 May 2014, succeeded Rob as
CFO on 1 June 2014.

Prospects
The global economy is staging a mixed
recovery. This creates an environment
to potentially extend the Group’s
geographical reach through selective

Annual financial
statements
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GOVERNANCE
Excellence in governance is
fundamental to the sustainability
of the business
The Group made notable
progress in enhancing risk
management
The Board adopted a formal
Risk Policy to govern all
operations

acquisitions and for consolidation in
our existing markets. Also, the overall
IT market looks set for continued
growth in value-added technology
areas such as collaboration, managed
services, mobility and security. We
intend leveraging our existing services
to take advantage of the rapidly
growing segments in our areas of
expertise.
In addition to supporting Logicalis’
ongoing performance, the Group’s
near-term focus is on restoring
Westcon to operational efficiency and
a profit growth trajectory. The
mid-term priority remains focused
on building scale in the developing
markets that the Group has
moved into successfully in the
past few years.
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CHAIRMAN’S REPORT CONTINUED

Appreciation
I would like to extend my thanks to
my fellow directors for their wise
stewardship and strategic guidance.
Specifically I thank our CEO,
Jens Montanana, for his exemplary
leadership of the Group.
I also express my appreciation
to each of our more than
7 500 employees for their
dedication and loyalty.
Not only do Datatec’s employees
work hard for the Group, they also
contribute in many ways to the
communities in which they live and
work and this Integrated Report
contains some examples of the
social commitment the employees
demonstrate.
Last but not least, I thank our
customers and vendor partners for
their continued support.

Cash distribution by way of
capital reduction
We have maintained our final capital
distribution for the year due to our
strong financial position, which
reflects our confidence in our
long-term strategy. Our dividend
cover policy remains unchanged,
which is to distribute to shareholders
at least one third of underlying
earnings per share.

The Group paid an interim capital
distribution for the financial year
ended February 2014 to shareholders
of 80 RSA cents (approximately
8 US cents) per share on
2 December 2013. We have declared
and distributed to shareholders a final
capital reduction in lieu of a dividend
of 93 RSA cents (approximately
9 US cents) per share, making a total
capital distribution to shareholders for
the financial year ended
28 February 2014 of 173 RSA cents
(approximately 17 US cents) per
share, which maintains our overall
dividend in US Dollar terms at the
same level as the prior year.

Shareholders
Datatec’s shares are listed on
the JSE and on AIM. We have
6 152 shareholders (at
28 February 2014) all over the world
and I would like to welcome all new
shareholders to the Group. Our
largest shareholders are South
African investment managers.
We see these key stakeholders as
our primary partners in our
sustainable growth strategy as set
out in this Integrated Report.

Stephen Davidson
Chairman
31 July 2014
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“Our underlying operations
returned mixed results in
terms of performance.
Logicalis had a notably
strong year with operating
profit up 23% and the
business is well positioned
to capitalise on the global
trend towards service-based
IT solutions. Westcon
underperformed as a result
of internal operational
challenges.”

Jens Montanana
Group CEO

Notices and
references
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CEO’S REPORT CONTINUED

Despite the generally challenging
trading environment, we believe
we have maintained the Group’s
strong market position with
diversified industry, geographic
and technology exposure and by
continuing to diversify our
business mix.
For the year under review the Group
achieved solid revenue growth and
maintained stable gross margins
despite an inconsistent global
economy showing uneven recovery.
We remain confident in the
sustainability of our long-term growth
strategy. The resilience of the
business and its cash-generating
ability have enabled the Group to
maintain its full-year capital
distribution (effective dividend) of
17 US cents per share.
Our underlying operations returned
mixed results in terms of performance.
Logicalis had a notably strong year with
operating profit up 23% and the
business is well positioned to capitalise
on the global trend towards servicebased IT solutions. Westcon
underperformed as a result of internal
operational challenges. Management
has been reorganised with new
appointments and is now focused on
improving business efficiency. We are
encouraged by Westcon’s prospects
given already-improved trading in the
current year.

Our strategy
Datatec continues to pursue
sustainable, above-average returns
for shareholders by focusing on a

combination of organic growth in
the faster-growing sectors of the
ICT market, geographical expansion
and complementary acquisitions.
Datatec’s three divisions continue to
provide the Group with exposure to
key sectors of ICT: technology supply
chain; integration and consulting,
which together, offer the Group multiple
points of entry to the ICT market.
Further, the footprint of the divisions
gives the Group global reach. Despite
the generally challenging trading
environment, we believe we have
maintained the Group’s strong market
position with diversified industry,
geographic and technology exposure
and by continuing to diversify our
business mix.
The Group continues to support
Logicalis’ growth momentum and
evolution into a services-based
business, and is focused on restoring
Westcon’s operational efficiency to
return to a profit growth trajectory.
New services opportunities are being
developed in both businesses.
Scale is important in our growth
strategy. Our mid-term priority
remains building scale and critical
mass in the developing markets

STRATEGY
New service opportunities being
developed in Westcon and
Logicalis
Acquisition focus in specific
market and geographies where
scale can be achieved
Improve capital returns and
profitability ratios, especially for
Westcon

in which we have successfully
established a presence in
recent years.
We will also focus our acquisition
strategy on those markets and
regions in which scale is achievable
– both in emerging markets where
we have a growing presence and in
established markets where we can
look to enhance and further balance
our product and services offering.
Datatec’s central team will continue to
manage this process, working closely
with divisional management on due
diligence and then implementation for
smooth and quick integration of
acquired companies into the Group.
We continue to operate a
decentralised model through a small
Group head office function that
provides strategic direction, capital
allocation, financial consolidation and
public reporting requirements. We
effect control of our divisions through
our governance structure which
includes risk management, central
finance and corporate finance
functions.
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Operating context
The adoption of ICT infrastructure is
increasingly being influenced by
cloud-based applications which is
creating a new order in the way
hardware and software assets are
being deployed and used.
Both software and hardware
infrastructure is now commonly being
rolled out as a service and is often
shared across internet-based
connections, driven by the pervasive
use of smart mobile devices and
increasingly borderless networks. This
trend is changing the commercial
model for many vendors and their
go-to-market intermediaries and is
creating a higher software and
managed services element to most IT
purchasing decisions. The

2014

2014
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redeployment and greater
concentration of IT assets in offcampus or remote data centres has
unleashed a new wave of wireless
technologies, mobile device
management and advanced security
products. With our networking and
communications heritage, we believe
we are well placed to exploit these
emerging trends.

Financial results
The increased contribution in our mix
of business from outside Europe and
North America continues to drive a
better balance to the Group’s overall
revenues and profits.
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currencies in the year (Brazil in
particular) impacted performance in
US Dollar terms.
In Europe, moderate economic
recovery resulted in increased
revenue and gross profit contribution
from the region.
Group revenues increased by 8% to
US$5,69 billion (2013
US$5,25 billion), with the rest of the
world outside North America and
Europe continuing to make a larger
percentage contribution. 72% of
Group revenues came from Westcon;
27% from Logicalis, and 1% from
Consulting Services.

Latin America remains the strongest
growing region. However, the
weakness of emerging market

Revenue contribution
% by geography
z 27% North America
z 18% Latin America
z 34% Europe
z 11% Asia-Pacific
z 10% AME

Gross profit contribution
% by geography
z 23% North America
z 25% Latin America
z 33% Europe
z 11% Asia-Pacific
z 8% AME

2013

Revenue contribution
% by geography
z 32% North America
z 16% Latin America
z 32% Europe
z 12% Asia-Pacific
z 8% AME

2013

Gross profit contribution
% by geography
z 28% North America
z 24% Latin America
z 29% Europe
z 12% Asia-Pacific
z 7% AME
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CEO’S REPORT CONTINUED

EBITDA was US$175,3 million (2013:
US$185,5 million). Depreciation
totalled US$32,7 million (2013:
US$28,6 million). Amortisation
of intangible fixed assets arising
from acquisitions and software
amounted to US$15,1 million (2013:
US$15,5 million).
Operating profit was US$122,1 million
(2013: US$141,4 million). The net
interest charge decreased slightly
to US$21,6 million (2013:
US$21,9 million). Profit before tax
was US$101,8 million (2013:
US$127,2 million).
The Group’s reported effective tax
rate increased to 36,8% from 33,1%.
The normalised effective tax rate was
37,1% (2013: 34,9%). The Group’s
effective tax rate is higher than the
South African statutory rate of 28%,
primarily due to profits arising in
jurisdictions with higher statutory
tax rates.
Headline earnings per share were
31,6 US cents (2013: 40,8 US cents).
Underlying earnings per share were
35,7 US cents (2013: 43,1 US cents).
The fair value of companies
acquired during the year totalled
US$42,6 million. Arising from these
acquisitions, goodwill and intangible
assets increased by US$12,9 million
and US$10,9 million, respectively.
The revenue and EBITDA included
from these acquisitions in 2014 was
US$224,0 million and US$8,6 million,
respectively. Had the acquisition
dates been 1 March 2013, revenue
attributable to these acquisitions
would have been approximately

US$256,5 million. It is not practical to
establish the EBITDA that would have
been contributed by the acquisitions
in 2014 if they had been included for
the entire year.
Datatec ended the financial year with
net debt of US$86,7 million (2013: net
cash US$47,6 million), taking
into account long-term debt of
US$17,4 million and short-term debt
of US$27,6 million, included in
payables and provisions. The year-onyear movement is driven by Westcon’s
return to organic growth and the timing
of certain deals. Datatec continues to
enjoy comfortable headroom in its
working capital facilities.
The Group issued 4,7 million new
shares during the year, with 1,5 million
shares issued as part of acquisition
activities and 2,5 million shares were
issued as an institutional placement to
partly fund an acquisition. 0,1 million
shares were issued to satisfy
exercised share options and
0,6 million shares were issued in
settlement of exercises of awards
under Datatec’s long-term incentive
share-based payment schemes.
Further detail is contained in the
annual financial statements and
accompanying notes on
pages 92 to 172.

KPIs – our performance
scorecard
In order to track our progress towards
meeting our overall strategic
objectives, the Board monitors the
following KPIs. (See Strategy on
page 16.)

Organic revenue growth
The Group’s revenues increased by
8% despite the impact of trading and
operational difficulties faced by our
largest results contributor, Westcon. Of
this, 2,4% represented organic revenue
growth. This organic growth is below
our target of 10% per annum.
Proportionate contribution
of economies (outside North
America and Europe)
The proportion of revenue generated
from markets outside North America
and Europe was 39% in 2014, an
increase from 36% in 2013 and
continues to progress towards our
target of 50%. However, this increase
is partly a result of a shortfall in
Westcon’s North America sales (as
explained later in this report on
page 36.
Gross margins
Group gross profit margins were
14,8% in 2014, slightly below 2013
(14,9%). This small decrease resulted
from a one-off write-off of overdue
vendor claims in Westcon North
America. Excluding this effect, gross
margins remained the same as 2013,
so this is not seen as a trend and our
target of 15% remains realistic.

Underlying EPS
Underlying EPS, which excludes
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
declined to 35,7 US cents
(2013: 43,1 US cents).

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Our performance

EBITDA
EBITDA declined to US$175,3 million
(2013: US$185,5 million).

Share price
In the year the Company’s share price
remained virtually unchanged, and is
an independent measure of our value
by the market and therefore the key
external metric.

Capital distribution in lieu of
dividend
Datatec paid US$31,6 million to
shareholders during the year: a final
capital distribution in respect of FY13
of US$16,2 million in July 2013 and
an interim capital distribution in
respect of FY14 of US$15,4 million in
November 2013. In May 2014, the
Board declared a final capital
distribution of 9 US cents that was
paid on 21 July 2014, returning
US$17,2 million to shareholders.
The full-year capital distribution for
2014 was 17 US cents (2013: 17 US
cents). The 2014 capital distribution
provided just over two times cover
relative to underlying earnings. This
temporary relaxation of our policy of
three times cover was approved by
the Board based on confidence in
our long-term strategy.

Group transactions
Acquisitions
Effective 4 March 2013, Logicalis
acquired four European operations
of 2e2 for US$31 million, namely the
Spanish and Irish systems integration
businesses, the Channel Islands
business (Jersey and Guernsey) and

Governance

Our impacts

a leading IT service management
consultancy in the Netherlands.
The business also acquired
iConsult Limited in Jersey on
14 October 2013, a provider of
desktop and mail-hosted solutions to
the small and medium business
market. These acquisitions further
support Logicalis’ move to a servicesfocused operation.
On 31 May 2013, Westcon
completed the US$9 million
acquisition of Comztek, a leading
systems distributor with a footprint in
26 African countries. Its integration
into the Westcon South Africa
business, which Datatec owns jointly
with our BEE partner Mineworkers
Investment Company (MIC),
is progressing well.
Disposal
Westcon sold its 54% holding in
Inflow Technologies Private Limited
with effect from 31 August 2013,
following the Group’s decision to exit
the distribution market in India.

Operations
Westcon
Westcon is a value-added distributor
of technology, more specifically
category-leading integrated solutions
for communications, network
infrastructure, data centres and data
security. Its solid client base is a
global network of specialty resellers.
Its portfolio of premium vendors
includes Cisco, Avaya, Nortel,
Brocade, Polycom, Check Point,
Blue Coat and Palo Alto Networks.

Annual financial
statements
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New leadership was appointed during
the year: Dolph Westerbos became
CEO in December 2013 and Cathy
Jessup joined as CFO in March 2014.
Their input is yielding positive results,
with trading showing signs of steady
improvement in the initial months of
the current year.
While Westcon’s revenue in FY14
increased to a record level, assisted
by recent acquisitions, gross margins
slipped slightly and operating profit
declined year-on-year as a result of
operational difficulties.
The roll-out of Westcon’s revised ERP
system in its North American
operations caused a significant
business disruption that hampered
sales and depressed volumes in the
region. North America is the secondlargest contributor to Westcon’s top
and bottom lines after Europe. The
roll-out was temporarily suspended
while operational problems were
addressed and rectified, and these
are now mainly resolved. The first
phase of the restarted roll-out went
live in New Zealand in May 2014 and
proved successful. The roll-out will be
extended to the rest of the AsiaPacific region in the months ahead.
Further, a one-off asset write-off of
an aborted e-commerce platform
development negatively affected
the reported results.
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CEO’S REPORT CONTINUED

As announced previously (on
15 January 2014), up to
US$20,0 million was provided for
against the recoverability of certain
assets in Westcon North America.
However, the majority of the legacy
vendor claims were subsequently
collected and a US$6,2 million
write-off of the remaining balance is
reflected in our accounts.
Management has completed a full
internal review and there is no further
impact expected on the Group’s
accounts.
See the full operational review on
page 36.
Logicalis
Logicalis is an international ICT
infrastructure solutions and services
group with a focus on integration. It
performed very well for the year in line
with expectations, also benefiting
from its acquisitions, particularly the
2e2 European business (see
previous page).
Organic revenue growth was 5% with
an improvement in margins and
profits, notwithstanding reduced
product revenue at major vendor
partner IBM in North America and
currency and import challenges in
Latin America. Operating profit in
FY14 increased by 23%.
The business continued to manage
working capital very effectively and
improved debtors days were reflected
in net cash.
Growth of services in 2014 was
particularly successful, with both
annuity services and professional
services revenue up year-on-year.

Logicalis expects to continue
investing in cloud and data centre
services to take full advantage of
sectoral growth trends.
See the full operational review on
page 42.
Consulting Services
At year-end, the division comprised
Analysys Mason, a management
consultancy for the telecoms, IT and
digital media industries; The Via
Group, a specialist professional
services firm providing unified
communications and integrated voice
solutions that encompass Microsoft
technology; and Intact, a Ciscofocused services and support
consultancy for networking, unified
communications and related security
and wireless and data centre
connectivity.
Revenue and earnings declined with
the strong performance from Analysys
Mason’s Consulting and Research
units offset by a contraction in
revenue at Intact and The Via Group.
Despite lower revenues, the
continued improved allocation of
consultants and internal restructuring
at Intact helped to improve gross
margins.
In July 2014, Intact was transferred to
Westcon to supplement Westcon’s
new Services business unit.
See the full operational review on
page 48.

Sustainability
As a Group driven by people skills we
regard our employees as critical
stakeholders and contributors to the
Group’s success. Personal and skills
development is encouraged and a
number of formal skills development
programmes are in place across the
Group. We are committed to being
an employer of choice and providing
a workplace which is free of
discrimination and fosters growth
and development.
We are conscious of our impact on
the environment and are committed
to playing our part to reduce energy
use in the ICT industry by maximising
utilisation and efficiency of IT systems
and networks.
Our commitment to social
development is delivered through the
Datatec Educational and Technology
Trust – see page 84 for further details.
Further information on our approach
to sustainability can be found
throughout this report.

Outlook
Economic conditions across Datatec’s
markets continue to offer mixed
opportunities. Recovery is becoming
evident in North America and parts of
Europe, while some emerging
markets remain challenging.
Within the IT industry there are many
sector shifts at play as traditional
hardware and software vendors
transition their commercial models to
respond to cloud services and
usage-based IT solutions. Customers
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are increasingly seeking servicebased models of IT resource delivery.
The Group aims to capitalise on this
trend by continuing to leverage
existing business capabilities and
target the relevant sectors such as
infrastructure, data centre and
networking, managed services, the
integration of unified communications
systems and security solutions.

We believe that the prevailing
economic climate offers promising
opportunity to improve margins,
consolidate in proven markets and
extend the Group’s geographical
reach through strategic acquisitions.

In the current year we will pilot ICT
infrastructure financial services to our
clients in order to help accelerate and
escalate the uptake of the related
services.

We expect revenue for the current
year to exceed US$6,0 billion and
underlying EPS to be more than
40 US cents. This forecast is based
on the following assumptions:
revenue growth will be largely driven
by an improved performance at
Westcon; Westcon’s revenues will
constitute approximately 72% of the
total revenue mix and Logicalis’
revenue 27%; a small improvement
in operating margins at Westcon
and Logicalis; and an effective Group
tax rate of 34%.

Westcon has had a good start to the
current year and all indications are
that this will continue, with renewed
focus on internal efficiencies and
profit margin growth. The new
Services unit should further augment
performance. Westcon’s operating
profitability is expected to improve.
Logicalis is well positioned to continue
the growth in annuity services and
improve operating margins. Its trading
conditions are expected to remain
stable.

We are confident about the prospects
for this year and the near-term
recovery of Westcon.

Jens Montanana
CEO
31 July 2014
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SIX-YEAR REVIEW

IN US DOLLARS (US$’000)
Revenue
Continuing 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 (outflow)/inflow from
operating activities
Net cash outflow from
investing activities
Net cash outflow 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#

2014

2013

2012

2011

2010

2009

5 688 054
5 464 474
223 580

5 246 667
5 063 855
182 812

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

175 265

185 538

190 191

142 181

108 536

125 648

127 530
67 447
67 523
1 041
(13 210)

141 373
98 200
54 697
2 081
(14 314)

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)

4 729
101 796
64 300
55 780
62 083
(31 594)
673 650
2 318 374

709
127 247
85 084
78 077
78 071
(32 394)
661 324
2 028 740

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

871 617
52 868
94 131
1 973 408

865 433
51 578
84 324
1 688 729

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

(34 434)

241 664

32 942

(100 897)

196 079

151 670

(59 127)

(119 405)

(55 476)

(46 000)

(53 454)

(63 834)

(16 358)
(41 770)

(46 058)
73 316

(64 067)
1 813

(15 036)
83 219

(13 391)
239 834

(4 754)
95 061

(86 740)

47 621

(20 454)

48 120

185 998

36 220

32
36
28
442
173

41
43
41
448
175

43
48
43
439
197

24
38
23
392
178

17
30
17
366
158

36
33
34
328
123
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Summary of statistics

RATIOS
Return on capital employed
Return on average shareholders’ equity
Net debt:equity ratio
Current ratio
EBITDA margin
Operating profit margin
Interest cover
Percentage change in SA Consumer
Price Index
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 (R’million)
Prices (ZAR 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 the end of
the year
Average number of employees
Operating profit per average
employee (US$’000)
Gross assets per employee (US$’000)
EXCHANGE RATES
Rand/US$ statement of comprehensive
income translation rate
Rand/US$ statement of financial position
translation rate

2014

2013

2012

2011

2010

2009

13,6%
8,1%
0,10:1
1,2:1
3,1%
2,2%
7,0

15,5%
9,8%
(0,06):1
1,2:1
3,5%
2,7%
6,9

17,6%
11,5%
0,02:1
1,3:1
3,8%
3,0%
8,7

13,3%
10,0%
(0,07):1
1,3:1
3,3%
2,4%
8,8

10,4%
8,6%
(0,28):1
1,3:1
2,9%
2,0%
8,1

12,7%
9,4%
(0,06):1
1,3:1
3,0%
2,2%
5,5

6,1

3,7

5,7

8,6

5,9

5,9**

54 038

79 044

60 176

104 059

113 195

121 672

27,5%
2 888

41,4%
3 832

32,4%
2 337

56,6%
3 494

64,2%
2 422

69,8%
2 696

4 701
6 138
4 270
9 268
13

4 871
5 768
4 199
9 405
13

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

197
197

193
191

188
186

186
184

182
177

176
174

7 627
7 107

6 586
6 099

5 611
5 224

4 836
4 481

4 126
4 116

4 105
3 935

18
392

23
408

29
427

23
413

18
461

23
408

10,1

8,4

7,3

7,2

7,9

8,7

10,7

8,8

7,5

7,0

7,6

10,1

Notes:
– 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 net debt:equity ratio includes all long-term liabilities, including the short-term portion of long-term debt but excluding deferred tax
liabilities, liability for share-based payments and amounts due to vendors of a long-term nature. Net debt includes cash and cash equivalents.
– 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 32 of the annual financial statements on pages 150 to 153.
‡ 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.
#
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.
** Restated from FY13 report.
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VALUE ADDED STATEMENT
for the year ended 28 February 2014

Value creation

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

During 2014, Datatec added

«

US$730 million
of value

of the value created was distributed
directly to governments in the
jurisdictions in which the Group
operates.

(2013: US$683 million), which
was distributed among key
stakeholders as shown below:
«
«

3% (2013: 4%)
of the value created was distributed
to the Group’s providers of loan
capital in the form of interest
payments.

79% (2013: 73%)
of the value created was distributed
to employees in the form of salaries,
wages and benefits.
It should be noted that this element represents
the gross payments to employees. Employee tax
and social taxes are deducted from this in
accordance with the laws of the jurisdictions in
which the employees are employed and remitted
to the governments concerned in a secondary
distribution of the value generated from
Datatec’s operations.

5% (2013: 7%)

«

13% (2013: 16%)
of the value created during 2014 was
retained in the Group for
reinvestment to sustain and expand
the business.
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2014
US$’000

2013
US$’000

5 688 054

5 246 667

3 580

5 086

(4 961 768)

(4 569 104)

729 866

682 649

572 207

498 258

25 168

26 993

35 797

45 423

633 172

570 674

47 735

44 165

Deferred taxation

1 699

(3 260)

Non-controlling interests

(8 520)

(7 007)

Equity holders of the parent

55 780

78 077

729 866

682 649

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

Total value distributed and reinvested

2014

Value added statement
z 79% employees
z 3% providers of
capital
z 5% government
z 13% reinvested in the
Group

2013

Value added statement
z 73% employees
z 4% providers of
capital
z 7% government
z 16% reinvested in the
Group
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OPERATIONAL PERFORMANCE – WESTCON
WES
ESTCON

2014 PERFORMANCE
Revenue up 6% to

US$4 065,1 million
Gross margins stable
above 11%
Senior management and
reorganisational changes

Increased revenue contribution
from Latin America and Africa
and Middle East (AME)
EBITDA down 22% to

US$91,3 million

Westcon
divisional report
❯

2014

Link to Westcon’s LinkedIn profile:
http://www.linkedin.com/company/westcon

Revenue contribution
% by geography
z 29% North America
z 11% Latin America
z 35% Europe
z 12% Asia-Pacific
z 13% AME

❯

Link to Westcon’s Facebook page:
http://www.facebook.com/Westcongroup

2013

Revenue contribution
% by geography
z 33% North America
z 10% Latin America
z 34% Europe
z 13% Asia-Pacific
z 10% AME
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See www.westcongroup.com for more information

Corporate overview
Westcon Group (“Westcon”) is a
value-added distributor of categoryleading unified communications,
network infrastructure, data centre,
and security solutions, with a global
network of specialty resellers.
Westcon is represented across six
continents, distributes to
170 countries, operates more than
20 logistics/staging facilities and
transacts with more than 20 000
customers globally. The company
consists of two core business units:
Westcon
Operating in the Americas, Europe,
Asia-Pacific, Africa and the Middle
East, the business provides categoryleading solutions from a broad
portfolio of premier vendors. Westcon

2014

2014

has deep expertise in the following
areas and technologies:
• Unified Communications and
Collaboration: AudioCodes,
Avaya, Cisco, Jabra, Multi-Tech
Systems, Plantronics, Polycom,
SMART Technologies
• Networking: Cisco, Extreme
Networks, Juniper Networks, Meru
Networks
• Data Centre: Cisco, EMC, Fujitsu,
NetApp, Riverbed, VCE
Corporation, VMWare
• Security: Blue Coat, Check Point,
Cisco, F5 Networks, Fortinet, HP,
Juniper Networks, Palo Alto
Networks, Radware, RSA, SafeNet,
and Trend Micro
Comstor
Comstor is the Cisco-centred
business unit of Westcon Group,
shipping to more than 100 countries.
The business distributes the full line of

Gross profit contribution
% by geography
z 19% North America
z 18% Latin America
z 36% Europe
z 12% Asia-Pacific
z 15% AME

Revenue % by
product category
z 46% Cisco
z 11% Convergence
z 24% Security
z 19% Other

Cisco networking, collaboration,
security and data centre solutions:
• Enterprise networking: Routing,
Switching, WLAN, Management
• Collaboration: Call Control,
voicemail, presence, web
conferencing, UC Clients, Video/
Telepresence Endpoints, Contact
Centre, Video/Telepresence
Infrastructure, Content
Management, Social Networking,
on premise, hosted
• Security: Adaptive Security
Appliance, Email Security, Web
Security, Sourcefire, Prime Security
Management, Meraki MX UTM
Appliance
• Data Centre: C-series Rack
Servers, B-Series Blade Servers,
UCS director, Intelligent Automation
for Cloud, Tidal Enterprise
Scheduler, Nexus DC Switch Range
• Services: SMARTnet, SmartCare
and Advanced Services

2013

2013

Gross profit contribution
% by geography
z 24% North America
z 17% Latin America
z 34% Europe
z 13% Asia-Pacific
z 12% AME

Revenue % by
product category
z 49% Cisco
z 12% Convergence
z 24% Security
z 15% Other
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OPERATIONAL PERFORMANCE – WESTCON CONTINUED

During the year, Westcon significantly
improved its market position. New
CEO Dolph Westerbos began his
tenure in December 2013. Westerbos
brings to the company more than
20 years of business-to-business
(B2B) services and channel leadership
experience. Under his direction,
Westcon has successfully streamlined
the company’s brand, strengthened
its Solution Practices globally,
solidified the Executive Leadership
Team (ELT) and expanded core
vendor and reseller partner
relationships. Westcon Solution
Practices are designed to highlight
the company’s core technology
strengths and include:
• Security solutions
• Unified Communications &
Collaboration (UCC) solutions
• Data Centre solutions
• Cloud solutions
• Services solutions
• Global Deployment solutions
• Networking solutions.
Westcon also strengthened its
management team with the
appointment of Cathy Jessup, Chief
Financial Officer. The company’s
leadership team now reflects eight
nationalities across all continents –
with more than half of Regional
Business Unit leads being women.

How Westcon creates value
Vision and value proposition
Westcon teams work to create unique
programmes and provide exceptional
support to accelerate the business of
its global partners (vendors and
resellers). Strong relationships at
every level of the Westcon
organisation deliver support tailored
to partners’ needs. From global
logistics and flexible customised
financing solutions to pre-sales,
technical and engineering assistance,
Westcon works with its vendor and
reseller partners to respond with
agility and speed to changing market
conditions to achieve the fastest
time-to-revenue.

Guiding philosophy
Westcon is dedicated to providing
solutions from a broad portfolio of
leading vendors in its core technology
areas. The company firmly believes
employees are critical to the success
of the organisation, and works hard to
attract, develop and retain the best
people. Also important is an ability to
perpetuate the highest standards of
business conduct with principles that
flow through all dealings with
employees, customers, suppliers,
shareholders, competitors and
communities. The company is

Employees

– 2013 – 2014

North America
Latin America
Europe
Asia-Pacific
AME
Total
0

500

1 000

1 500

2 000

2 500

3 000

3 500

4 000

dedicated to consistently acting in an
ethical, honest and socially
responsible manner in all
undertakings.

Westcon’s strategy
The company’s business model is
built around three strategic initiatives:
first, maintain a strong global
operating presence; second, create a
consistent line card with core vendors
worldwide; finally, increase the
company’s relevance in the data
centre marketplace with a portfolio of
integrated offerings complementing
Westcon existing networking and
security markets. Westcon is
committed to sourcing and integrating
these data centre components –
software, servers, storage and
services – while allowing partners to
gain first-hand knowledge by
experiencing real-world scenarios in
its multi-vendor “LEAP (Learn,
Experience, Architect and Plan)
Centres” around the world. For
partners, Westcon teams provide the
business and technical guidance
necessary to drive a more profitable
model, utilising premier unified
communications, networking, data
centre, cloud services and security
solutions.
The company has become a highly
effective sales and marketing channel
for leading vendors across a variety of
sectors. It adds value to distribution
activities on a global scale by
delivering resources such as:
reseller-orientated solutions
programmes, technical and managed
services capabilities, sales and
product training, financing,
engineering support and global
procurement/logistics.
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Westcon customers include technology vendors, value-added resellers, systems integrators and service providers offering
technology solutions for small and medium-sized businesses, enterprise organisations, governments, and other vertical
markets around the world. Solutions include the design and configuration of unified communications and collaboration,
mobility and data centre networks, as well as network extensions such as video conferencing, network storage, unified
messaging and network security. Westcon also provides a range of comprehensive services to complement these solutions.
During the year, the company focused on creating a less complex organisational structure and streamlined branding while
expanding the services portfolio. These initiatives facilitate the sharing of internal best practices and resources while
highlighting Westcon's unique expertise and value to vendor and customer partners.
In the coming year, the company is targeting several core strategic objectives:
• Enhancing focus on cloud and services
• Strengthening global partnerships
• Leveraging streamlined branding/structure
• Building greater efficiencies around the globe and in EMEA operations in particular
• Successful restart and continued roll-out/integration of the SAP ERP System
2014 objectives

2014 execution of objectives

2015 priorities

EBITDA growth through operational
efficiencies

• A 22% decline in EBITDA was
recorded in 2014 – a result of
operational issues arising from the
company transitioning to a new
global ERP system, coupled with
softer trading in markets that have
seen weaker currencies versus the
US Dollar

• Improve operational leverage and
efficiency

Address technology trends such as
cloud and data centre solutions that
impact on key markets

• Achieved significant growth in
global data centre business
• Launched several compelling cloud
and managed solutions

• Focus on cloud and services

Create integrated offerings which
leverage warehouse capabilities
and services

• Broadened its global deployment
solutions capability to now cover
more than 170 countries
• Built and moved into new
warehouse and logistics centres in
the US and UK
• Enhanced logistics integration
services

• Continue development of integrated
offerings
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OPERATIONAL PERFORMANCE – WESTCON CONTINUED

2014 objectives

2014 execution of objectives

2015 priorities

Enhance strategic vendor
relationships through regional and
global focus

• During the year, Westcon
significantly built out its vendor
portfolio, highlighting such core
solution practices as security,
unified communications and
collaboration, data centre, cloud,
services and global deployment

• Continue globalisation of its top
vendor relationships and accelerate
key emerging vendors

Leverage new ERP platform to drive
customer value

• During the year the ERP roll-out
was suspended pending resolution
of certain issues arising after the
implementation in Westcon North
America. These issues have now
been resolved and the roll-out
resumed

• Successful restart and continued
roll-out of the ERP system across
the globe

Markets
Commodities countries such as
Australia, Canada and South Africa
have shown weakness since the end
of 2013. Westcon is focused on cost
management in these markets to
ensure profitability is maintained.
European demand is recovering in
key markets such as the UK,
Germany and Spain.

Performance
Westcon accounted for 72% of the
Group’s revenues (2013: 73%) and
50% of its EBITDA (2013: 59%).
Revenues increased by 6% to
US$4,1 billion (2013: US$3,8 billion)
including an US$89,3 million
contribution from acquisitions.
Of Westcon’s revenue 35% was
generated in Europe (2013: 34%),
29% in North America (2013: 33%),
12% in Asia-Pacific (2013: 13%), 13%
in AME (2013: 10%) and 11% in Latin
America (2013: 10%). Cisco products
made up 46% of Westcon’s revenue
(2013: 49%), 11% come from unified
communications and collaboration

(Avaya, Polycom, others) (2013:
12%), 24% from security (2013: 24%)
and 19% from data centre and other
vendors (2013: 15%).
Gross margins were 11,2% (2013:
11,6%) due to a combination of
increased competitive pressures
across all territories and a reduction
in early payment discounts for Cisco
products in Europe. The gross
margin was also impacted by the
US$6,2 million provision relating
to legacy vendor claims.
Gross profit increased by 2%
to US$453,4 million (2013:
US$442,8 million). Operating
expenses increased by 11%
to US$362,1 million (2013:
US$325,5 million) including expenses
of US$6,1 million associated with
ongoing ERP implementation.
Westcon's EBITDA was
US$91,3 million (2013:
US$117,3 million) while EBITDA
margins were 2,3% (2013: 3,1%),
with decreased margins across
all territories. Operating profit

was US$62,0 million (2013:
US$98,2 million) after a non-recurring
US$5,5 million write-off of
development costs for an
e-commerce platform.
Westcon’s net working capital
days increased from 27 days in
2013 to 37 days in 2014 due to a
combination of higher Days Inventory
Outstanding and lower Days Payable
Outstanding. Net debt increased by
US$171 million, resulting in a net
debt position of US$195 million at
year-end as increased working capital
requirements drove increased use of
working capital facilities.
With effect from 31 May 2013,
Westcon completed the acquisition of
Comztek Holdings (Pty) Ltd, a leading
systems distributor with coverage in
26 African countries. The integration
of Comztek into the Westcon South
Africa business, which Datatec owns
jointly with its BEE partner,
Mineworkers Investment Company,
is now in progress.
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On 31 August 2013, Westcon sold its
54% holding in Inflow Technologies
Private Limited, following Datatec’s
decision to exit the distribution market
in India in May 2013.

Partner and vendor
relationships
Westcon is dedicated to ensuring the
ongoing success of its global vendor
and reseller partners. During the year,
the organisation significantly
strengthened its vendor portfolio,
highlighting such core solution
practices as security, unified
communications and collaboration,
data centre, cloud services, and
global deployment. Westcon’s focus
is to strengthen each area, while
unifying and globalising relationships
where possible, and a number of core
agreements were completed during
the year.
Westcon was again recognised by
partners for performance excellence
throughout the year, continuing its
track record in this regard and
signifying the strength of its partner
relationships. Westcon won “Cisco
Distributor of the Year 2013” in Africa,
EMEA North, France, ME/Africa, the
Netherlands, Portugal and Spain. In
addition, Comstor Brazil won Cisco’s
“Innovation Award 2013”. Westcon
fared equally well in other vendor
areas, winning “Distributor of the Year
2013” for F5 in Brazil, “IT-Business:
Best Distributor" in Germany, the
Channel ME awards in the Middle
East, in Australia for Palo Alto and
Cisco (APJC Collaboration), in New

Zealand for IBM, in the EMEA region
for Polycom, and in Asia- Pacific for
ForeScout and Check Point.
Westcon executives are active
members of the industry body – The
Global Technology Distribution
Council (GTDC), with some holding
board positions. The GTDC is the
industry consortium representing the
world’s leading technology
distributors who together represent
above US$130 billion in annual
revenue.

Outlook
The core focus in the mid term is
organic growth and improving
operations through better productivity.
The year has started positively with
management focused on operating
leverage and profit margin expansion.
In addition, Westcon is continuing to
realise the benefit of efficiencies from
recent acquisitions such as Afina
and Comztek.

The business disruption arising from
the transition to the new ERP system
in North America has been
successfully mitigated. The roll-out
and integration of the system across
the globe has resumed in the current
financial year in Asia-Pacific, with the
successful deployment in New
Zealand completed in May. (see the
Group CEO’s Report on page 25.)
A new business unit – Westcon
Services – has been established and
Intact Integrated Services has been
transferred from Datatec’s Consulting
Services division to support this
initiative. Intact serves as the
foundation for Westcon’s Services
Solution Practice.
The executive and organisational
restructure which took place
during the year, is expected to
return Westcon to a path of
profitable growth.
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OPERATIONAL PERFORMANCE –

2014 PERFORMANCE
Revenue up 15% to

US$1 550,3 million
Operating profit up 23% to

US$67,5 million

Services revenues up 31%
Strong performance in Brazil
(lifted by services provider spend)
Acquisition of European 2e2
businesses

Logicalis
divisional report
❯

2014

Link to Logicalis’ LinkedIn profile:
http://www.linkedin.com/company/logicalis

Revenue contribution
% by geography
z 25% North America
z 35% Latin America
z 31% Europe
z 9% Asia-Pacific

❯

Link to Logicalis’ Facebook page:
http://www.facebook.com/logicalisglobal

2013

Revenue contribution
% by geography
z 31% North America
z 36% Latin America
z 24% Europe
z 9% Asia-Pacific
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See www.logicalis.com for more information

Corporate overview
Logicalis Group (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 employs over
3 700 people worldwide, including
2 400 highly trained service
specialists who design, specify,
deploy and manage complex IT
infrastructures to meet the needs of
almost 6 000 commercial and public
sector customers. Logicalis partners
with Cisco, HP, IBM, CA
Technologies, NetApp, VMware and
ServiceNow on an international basis
and has specialised solutions for
enterprise and medium-sized
companies in vertical markets
covering financial services,
telecommunications, media and
technology, education, healthcare,
retail, government, manufacturing and
professional services, as well as other
sectors, helping customers benefit
from cutting-edge technologies in a
cost-effective way.

2014

Logicalis has revenues of over
US$1,5 billion from operations in
Europe, North America, Latin America
and the Asia-Pacific region and is one
of the leading IT providers specialising
in the areas of advanced technologies
and services.

How Logicalis creates value
Logicalis’ go-to-market strategy is
built around engaging with their
customers through their core value
propositions – communications and
collaboration solutions, data centre,
and their Optimal service portfolio:
professional services, life-cycle
services, managed services and
cloud services.
Logicalis works with both IT and line
of business stakeholders in their
customers to enable their technology
investments to drive strategic
business objectives and to exploit
technology for business competitive
advantage.
Logicalis demonstrates its ability to
service the changing demands of its
customers’ employees, customers or
citizens, whether to: support new
user experiences or demands driven
by increased use of consumer-driven
mobility devices; transform

Gross profit contribution
% by geography
z 27% North America
z 35% Latin America
z 27% Europe
z 11% Asia-Pacific

communications and interactions
through enterprise social media; or
provide new and transformative
business insights through the use of
big data and business analytics.
Logicalis helps CIOs operate all
aspects of IT more effectively,
accelerating the adoption of
automation across their core
platforms and applications, investing
in the systems and processes that
drive agility into IT service delivery,
and improving the satisfaction of
users by responding to the changing
demands for technology-led business
innovation across all areas of their
organisation.
Logicalis’ independent approach to
how customers own, operate and
consume core IT services enables it
to help customers achieve their core
business goals and drives revenue
streams in systems integration, lifecycle and managed services, and
provisioned cloud services. Logicalis
seeks to help all stakeholders
understand the value of technology
investments, and choose the
ownership, consumption and
operational model that is right for their
individual business circumstances.

2013

Gross profit contribution
% by geography
z 33% North America
z 36% Latin America
z 20% Europe
z 11% Asia-Pacific

44

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Our performance

Governance

Our impacts

Annual financial
statements

Notices and
references

OPERATIONAL PERFORMANCE – LOGICALIS CONTINUED

• Maintain leadership in innovation for
its solutions and service offerings
• Increase annuity (recurring services
revenues) sales
• Focus on customer business needs
at all management levels
• Invest in processes, people and
systems that provide its customers
with consistent industry best-inclass service
• Leverage knowledge and bestpractice processes in all territories.
• Attract and retain high-calibre
employees.

Strategy
Logicalis' strategy is based on four
critical success factors:
• Technical excellence in advanced
and emerging technologies
• Business know-how and intrinsic
understanding of its customers’
business challenges
• The ability to define, package and
deliver solutions and services that
meet the business or technology
demands of its clients
• The capability to support the
changing operational and IT
consumption demands of its
customers.
The result of this strategy is a strong
customer base across the Europe,
North America, Latin America and
Asia-Pacific regions.
Logicalis’ strategic goal remains the
maximisation of growth in profit and
value by gaining strength, capability
and market share in its key markets
and establishing Logicalis as the
IT partner of choice for customers.
Logicalis' key aims include the
following:
• Achieve above industry average
EBITDA ratios and cash conversion
• Continue balanced growth –
organic and through acquisition
• Offer life-cycle IT solutions and
services in all operating territories

To achieve these strategic objectives
Logicalis continues to focus on
building long-term corporate
relationships by:
• Engaging with customers at all
levels and across stakeholder
communities
• Focusing on business outcomes
and value, not technology or price
• Positioning itself as a trusted and
capable partner for technology and
service excellence
• Expanding its portfolio of Logicalis
products, solutions and services
through investment in resources,
expertise, partnerships and
acquisitions.
In addition to the risks set out
on pages 59 and 60, Logicalis faces
some additional business risks.

Employees

– 2013 – 2014

North America
Latin America
Europe
Asia-Pacific
Total
0

500

1 000

1 500

2 000

2 500

3 000

3 500

4 000

The market transition to cloud is
happening at a rapid pace and in
areas of IT predicted within Logicalis’
revenue assumptions. Logicalis’
customers are continuing to assess
and invest in cloud services,
particularly around cloud on-premises
and hosted infrastructure services, at
a rate which is matched by Logicalis'
investment strategy around cloud
services. If this pace of investment
accelerated considerably in the short
term, Logicalis would have to assess
the impact of an accelerated
investment in its hosted cloud
services against the risk of increased
price competition fuelled by new
market entrants. Logicalis is also
mitigating this risk by engaging with
third-party market-leading public
cloud providers to ensure that it can
service its customers' overall cloud
consumption demands through an
increased number of relevant supply
channels. Accelerated growth in
cloud could also lead with a reduction
in customers investing in on-site IT
infrastructure and professional
services.
Logicalis’ strong growth in Brazil and
market position also present possible
business risk. Slowdown in the
Brazilian economy, resulting in a
slowdown in the service provider
market could impact on its future
growth potential. However, progress
is being made on gaining market
share in the enterprise market.
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Revenue % by vendor
product category
z 59% Cisco
z 16% IBM
z 7% HP
z 18% Other
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Revenue % by vendor
product category
z 55% Cisco
z 19% IBM
z 10% HP
z 16% Other

Progress against objectives
2014 objectives

2014 execution of objectives

2015 priorities

Maintain focus on investing and
• Continue to focus on investing and
• Logicalis maintained its focus on
innovating in main areas of growth –
innovating in main areas of growth –
growth areas despite relatively weak
communications and collaboration,
data centre, unified communications
demand for ICT overall. Product
data centre and managed services
and collaboration solutions, cloud
sales were up 9% while revenue
with a specific focus on cloud services
services and managed services
from total services was up 31%
Increase operating profit by continuing • Operating profit increased by 23%
to focus on increasing the services
with revenues from professional
and annuity revenue mix and
services increasing by 40% and
managing the cost base effectively
annuity services revenue by 26%
(a total services increase of 31%)

• Increase operating profit percentage by
continuing to focus on increasing the
services and annuity revenue mix and
managing the cost base effectively

Ensure successful integration of recent • Integration process has been
European acquisitions into the Group
successful
Achieve revenue growth in excess of
the market rate

• Outperformed the market by
increasing revenues by 15%

• Achieve revenue growth in excess of
the market rate

Seek further acquisition opportunities

• Acquired the European operations
of 2e2 and iConsult in Jersey

• Seek further acquisition opportunities

Markets
Demand in the markets in which
Logicalis operates was mixed during
the year. The market for networking
technology products was positive,
particularly in the Latin America and
Asia-Pacific regions but demand for
servers and storage remained
generally weak (as in FY13). Overall,
Logicalis was able to outgrow the
market and gain market share in the
Cisco vendor category. Demand from
telecommunications operators and
service providers in Latin America,
an important customer segment
for Logicalis in this region, was
still strong.

Overall, the outlook for IT investment
appears to be better than the actual
experience in FY14. Market analysts
are predicting stronger growth in
IT investment across emerging
markets in 2014 and 2015, with Latin
America being particularly strong,
especially the demand for networking
equipment driven by the ongoing
investment by service providers.
Elsewhere the outlook for general IT
spending remains mixed although
generally better than last year with
recovery in the systems market
expected. Growth at the market level
is expected to be low in the more
developed economies. Ongoing
investment in communications
networks, next- generation data

centre virtualisation technologies,
collaboration solutions, business
mobility and cloud services are still
expected to be strong.
Several trends are now driving the ICT
market: consumerisation of hardware
and software, personal device
proliferation and user mobility, private
cloud computing, modernisation and
maturity of IT service management,
big data and analytics, and new IT
consumption and operational models
for data centre infrastructure and
enterprise software.
In the last 12 months Logicalis has
witnessed the acceleration of the
move to ultra-connectivity of smart
devices, called the Internet of Things
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OPERATIONAL PERFORMANCE – LOGICALIS CONTINUED

(IoT). While the growth and
monetisation of ‘smarter people,
offices, streets, cities, factories,
universities’ is still in its infancy, this
opening up of the power of
technology is already starting to drive
demand for connectivity and capacity
in a number of markets.
Logicalis sees a continuing desire
among its CIO and line-of-business
stakeholders to consume an
increasing amount of their IT needs
‘as a service’.
In a survey conducted by Logicalis
across 180 customers in 24 countries
it found that 60% of CIOs believe their
line-of-business colleagues will have
more control of IT spending in the
next three years.
Market research also confirms that
CIOs are looking to modernise their
internal IT organisation, systems,
processes and infrastructure, and
work externally with more service
partners to meet their organisations'
IT supply needs.
These trends continue to gradually
shift the balance of strategy, product
or service selection and ultimately
budget spend from IT into the hands
of functional business units, and this
in turn is placing new demands on IT
leadership to focus a greater part of
its resources on business-outcome
led engagements.
This alignment is also demanding that
the CIO invests both in next
generation technologies but also is
shifting their focus of the CIO from
being a technology guardian to being
their organisation’s service provider.
Given this alignment of business
demand and agile technology supply,
Logicalis is helping its customers
explore and invest in the next
generation of internal IT platforms
such as private cloud and emerging
software-defined networks and data
centres (SDNs, SDDCs).

Alongside these technology
transitions, the market is now also
demanding more consulting skills in
best-practice IT operations and
processes, connecting technology
platforms to day-to-day internal IT
service delivery, and enabling
organisations to blend services
internally, from partners, and from the
cloud into a coherent whole. Logicalis
continues to invest in these skills
across its business, demonstrated
through the acquisition of one of
Europe’s leading IT service
management consulting and solutions
providers, Logicalis SMC
(Netherlands).
As Logicalis’ customers move to a
model where they acquire a blend of
systems, solutions and services,
Logicalis continues to invest in
defining and bringing to market
pre-packed solutions and services,
allowing customers to consume
best-practice and agile IT solutions
directly from Logicalis Managed
Services or from its cloud platforms
(currently located in the US, Europe,
Brazil, Malaysia and Australia).

Performance
Logicalis’ management is focused on
building a strong business through
organic growth and acquisition and
has again delivered a very good
financial performance in the year
under review.
The overall good growth rate in the
first half of the financial year improved
further in the second half. Revenues
were up 12% year-on-year in the first
half and 17% year-on-year in the
second half. Both Europe and the
Asia-Pacific region had a much
stronger second half although there
was a softening in the Latin America
region.
Revenue, excluding sales to other
Datatec companies, increased by
15% to US$1,55 billion (2013:
US$1,35 billion), including
US$134,3 million of revenue from
acquisitions made during the year.

Adjusting for the impact of
acquisitions made in FY13 and FY14,
organic revenue increased by 5%
(9% on a constant currency basis).
The Latin America Region, and in
particular Brazil, continued to have
strong growth with Brazil up 32% in
local currency terms although the
reported results are held back by the
further strengthening of the US Dollar
against the Brazilian Real.
The gross margin was also up at
23,3% (2013: 23,0%). Overall service
margins were up but product margins
were down slightly due to lower
rebates (on lower IBM and HP
product revenues). The gross profit
was up 16% to US$360,9 million
(2013: US$310,3 million) and
operating expenses increased by
17%. EBITDA increased 15%
to US$90,3 million (2013:
US$78,6 million), resulting in an
EBITDA margin of 5,8% (2013: 5,8%).
After charges for depreciation
and amortisation of intangible
assets, operating profit was up
23% to US$67,5 million (2013:
US$54,7 million) which was again a
strong performance given global
macroeconomic conditions.
The increase in profitability for the
year was driven by an improved
performance in Europe, from both
better UK profitability compared to
the prior year and the contribution
from the businesses acquired from
2e2. The Latin America and AsiaPacific regions also delivered higher
profits, but the exception was the
North America region which had weak
product revenues and as a result the
profit contribution was lower than the
prior year. As reported last year in
North America and the UK, both
markets saw growth in demand for
hosted cloud services, and strong
growth for private cloud infrastructure
and services. Both operations
continued to enjoy positive growth in
demand for hosted data centre and
cloud services although this revenue
segment is still a relatively small
proportion of total revenues.
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The days’ sales outstanding (DSO) for
accounts receivable of 51 days at the
year-end was much improved on the
60 days achieved at 28 February
2013, mostly due to the success from
an increased emphasis placed on
improving the DSO for the year-end.
Logicalis' credit terms with its
suppliers remained broadly the same
over the period under review and the
days’ payable outstanding for
accounts payable was 83 days
(2013: 84 days). Net cash was
US$104,8 million, a significant
increase on the US$68,0 million at
28 February 2013. An operating cash
conversion ratio for the year of over
100% of EBITDA was offset partly by
acquisitions funded in the year,
payments to shareholders,
expenditure on fixed assets and
corporate taxation payments.
On 4 March 2013, Logicalis acquired
for US$31 million four European
operations of 2e2, namely the
Spanish and Irish systems integration
businesses, the Channel Islands
business (Jersey and Guernsey) and
an operation in the Netherlands which
is a leading IT service management
consulting organisation. In October
2013, Logicalis acquired iConsult
(Jersey) Limited, a privately owned
Jersey company and provider of
desktop and mail-hosted solutions to
the small and medium businesses
(SMB) market, mainly in the financial
and professional services sectors.
iConsult has been integrated into
Logicalis’ existing Channel Islands
operation.

Partner and vendor
relationships
Logicalis continues to build strong
relationships and partnerships with
key stakeholders in its business,
customers and vendors and service
partners.
Its strategy of building strong
customer intimacy continues to
enable Logicalis to grow its
relationships and solution and service
engagements with existing clients.

Governance

Our impacts

Its relationship with Cisco (the
company's primary vendor partner)
strengthened in 2013, with Logicalis
named as Cisco’s 8th largest global
partner, a position built by Logicalis’
strategic, sales and services
relationships across all of its local
organisations. Logicalis launched a
number of new initiatives with Cisco in
2013, including cloud platforms in
Brazil and Australia, and introduced a
range of co-operative services based
on Cisco’s Smart Services portfolio.
At the Cisco Partner Summit in 2014,
Logicalis was presented with nine
awards from Cisco. Logicalis
Singapore was awarded Cisco APJC
‘Partner of the Year’; Logicalis
Germany received a Customer
Satisfaction Excellence award, and
the Logicalis Brazil operation was
recognised as Cisco Service ‘Provider
of the Year’ – Brazil.
In addition, IBM awarded Logicalis
Spain a Technical Excellence Award
and Logicalis US an IBM Beacon
Award.
Through Logicalis’ existing business
relationships, international investment
in its solutions and through the
acquisition of the Logicalis SMC
service management business,
Logicalis has extended its vendor
partnership in 2013 with ServiceNow.
Logicalis now consults, sells and
supports ServiceNow’s leading ITSM
SaaS platform in Latin America, the
US, and European theatres, as well
as adopting ServiceNow as its global
service management platform within
Logicalis' internal services
organisation.

Outlook
Logicalis' operational priorities for the
coming year are to continue to
demonstrate the value of IT to its
customers. Logicalis will continue to
engage with clients through solutions
and service-led sales engagements,
and build out a common portfolio of
solutions and services in geographies
where it currently concentrates.
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Logicalis will maintain its focus on
investing and innovating in its main
areas of growth – communications
and collaboration, data centre and
cloud services, and managed
services. Emerging trends such as
private cloud, mobility, business
analytics, IT service management, big
data, and cloud consumption are
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 further
benefit from the investments it has
made in data centre and cloud-based
services in order to grow its annuitybased managed services. Logicalis
will also 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 the same as in prior
years, namely to achieve a revenue
growth rate in excess of the market
and increase our operating profit by
continuing to focus on increasing the
services and annuity revenue mix and
managing the cost base effectively.
Logicalis expects to continue
investing in cloud and data centre
services and is planning to deliver
further growth in revenues and profits
in the 2015 financial year. Logicalis
will continue to seek to make further
acquisitions that extend its scale and
services businesses in established
markets.
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integrated services

2014 PERFORMANCE
Revenues US$72,6
(2013: US$74,0 million)

million

Analysys Mason’s organic growth
is 8%

Intact’s revenues contract

Gross margins trend up

Geographic spread of revenue
continues to improve

EBITDA US$2,1 million
(2013: US$3,2 million)

Consulting Services
divisional report
❯

2014

Links to Consulting Services' LinkedIn profiles:
http://www.linkedin.com/company/analysys-mason
http://www.linkedin.com/company/Intact-is
http://www.linkedin.com/company/the-via-group-inc.

Revenue contribution
% by geography
z 18% North America
z 4% Latin America
z 53% Europe
z 11% Asia-Pacific
z 14% AME

❯

Link to Consulting Services' Facebook page:
http://www.facebook.com/TheViaGroupInc

2013

Revenue contribution
% by geography
z 23% North America
z 1% Latin America
z 55% Europe
z 11% Asia-Pacific
z 10% AME
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See www.analysysmason.com for more information
See www.intact-is.com for more information
See www.theviagroup.com for more information

Corporate overview
The Consulting Services division,
comprising the majority-owned
businesses' Analysys Mason, Intact,
The Via Group and an equity stake in
Cornwall Energy, accounted for 1% of
Group revenues (2013: 1%) and 1%
of EBITDA (2013: 1%).
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 to 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 is a services and support
consultancy delivering high-end
professional services in networking,
unified communications, and related
security, wireless and data centre
connectivity, focusing on Cisco
technologies. Intact’s results are
included in the Consulting Services

2014

division for the financial year ended
28 February 2014, but the unit
was transferred to Westcon on
1 July 2014.
The Via Group (“Via”) is a specialist
systems integrator providing products
and services to support unified
communications and integrated voice
solutions. The telecommunicationsfocused company, founded in 1990,
has steadily progressed and adapted
its skills and services as the industry’s
technology has evolved.
Cornwall Energy is a UK-based
research and consulting business
focused on the energy markets
including electricity, renewables and
smart grids (intelligent network
distribution).
In May 2014, a new IT advisory
business, Mason Advisory was
created as a split-out from Analysys
Mason. The core focus of the
standalone business will be on
meeting the growing IT/cloud/security
technology requirements of major
public and commercial enterprises.

Revenue % by
business unit
z 19% Intact
z 71% Analysys Mason
z 10% Via

How Consulting Services
creates value
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
over 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
• Make informed decisions based on
market intelligence and analytical
rigour
• Develop innovative propositions to
gain competitive advantage, and
• Implement effective solutions to
improve business operations.
Via’s engineers specialise in
optimising existing communications
investments by integrating IT
infrastructure and telephony systems.
Through a proven methodology and
quick adoption of new technologies,
the company helps guide customers
and partners through the important

2013

Revenue % by
business unit
z 25% Intact
z 64% Analysys Mason
z 11% Via
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OPERATIONAL PERFORMANCE – CONSULTING CONTINUED

processes that translate the
tremendous value of unified
communications to the bottom line.

established in this unit provides

All units have a technical bias and a

greater focus and clarity on the

key priority for the division remains

propositions offered by the business

sustaining profitability without diluting

Customers represent many verticals

and allows for sustained financial and

the significant value propositions

with particular focus on energy,

operational execution.

delivered by its highly skilled

healthcare, legal and higher

employees.

education.

Via is recognised as a skilled partner
in the delivery of unified

Progress against objectives

Consulting Services’ strategy

communications and integrated voice

Listed below are the 2014 objectives

The Consulting Services division

solutions and is a leader in providing

of the division, including a discussion

represents a breadth of expertise

professional services to support

on the progress towards these

through separate but complementary

Avaya and Microsoft-based unified

objectives. The emphasis on sales

business units specialising in strategic

communications solutions. With roots

diversification, propositions and talent

consulting, research, programme

in telephony, IT and messaging

helps to balance the highly volatile

management, communications

products, Via aims to provide services

nature of consulting.

platform integration and technical staff

that bridge the gap between

augmentation. With a focus on all

telephony and computing to deliver

TMT sectors, this division provides

best-in-class, multivendor, integrated

insight and a vantage point observing

unified communications solutions.

trends and developments in the
ICT industry.

Notwithstanding an impressive client
list within the division, all units are still

Analysys Mason is a respected

subject to the combined dynamics of

adviser in the telecommunications

discretionary-spend constraints and

industry in both mature and emerging

dependence on a sizable volume of

markets. The divisional structure

relatively small, short-term projects.

Targeted sales activities to
continue to diversify the customer
base and improve scale
The improvements made in the 2013
financial year have continued against
this objective, with no single customer
making up more than 10% of
divisional revenues. While the diversity
has improved, management will
continue to monitor and respond to a
dynamic customer portfolio and
pursue this objective into the 2015
financial year. The division will still

Employees

– 2013 – 2014

benefit from targeted sales activities
to grow and diversify revenues.

North America

Specific initiatives to improve
resource recruitment, development
and retention of high-calibre people

Europe
Asia-Pacific

All units in this division are heavily

AME

reliant on hiring and retaining talented
Total

people. Overall utilisation continues to
0

50

100

150

200

250
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350

400

improve at Analysys Mason, which
devotes a considerable part of
management focus to human
resources and talent management.
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Seek acquisition opportunities to

Revenues were US$72,6 million

improve scale

(2013: US$74,0 million). A strong

While activity to identify appropriate

performance from Analysys Mason’s

acquisition opportunities continued

consulting and research units was

during 2014 none was considered

offset by a contraction of revenues at

suitable to take to completion.

Intact and Via. Despite the lower

However, in May 2014, a new IT

revenues, the continued improved

advisory business, Mason Advisory

utilisation of consultants and internal

was created as a split-out from

restructuring at Intact helped to

Analysys Mason. The core focus of

improve gross margins from 36,8% to

the standalone business will be on

37,3% (2013: 36,8%). EBITDA was

meeting the growing IT/cloud/security

US$2,1 million (2013: US$3,2 million).
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technology requirements of major
public and commercial enterprises.

Partner and vendor
relationships

Markets

All units build and maintain

Analysys Mason experienced good

relationships with partners and

consulting revenue growth for the

customers throughout the process of

third consecutive year, with the

an engagement – from thought

stand-out performance for year-on-

leadership to sales, through project

year growth coming from the Asia

management and engineering up to

Pacific region. Sales in Europe, in

project completion, to ensure that

particular to operators proved

services are delivered to support

challenging, and while administrative

desired outcomes.

Via is required by its major vendors to
participate in and promote annual
customer satisfaction surveys to
maintain partnership certification
levels. Via continues to score highly in
these independently run surveys.
Customer satisfaction surveys are
carried out throughout the remainder
of the division at the closure of all
significant projects.

and compliance procedures slowed
the progress of the new

Analysys Mason’s approach is based

Johannesburg office, the local

on a simple but powerful idea: applied

presence is creating opportunities

intelligence. The unique combination

and garnering interest in the region.

of applied intelligence, independent
opinions, a passion for problem

Analysys Mason’s deep technical

solving and consistently looking more

knowledge and unique commercial

closely and seeing further, engenders

insight laid the foundation for a strong

strong long-term relationships with

performance from Transaction

clients. Analysys Mason monitors this

Support and Regulatory Advice.

repeat business by reference to the
percentage of company sales in a

Performance

financial year derived from clients for

The Consulting Services division

whom Analysys Mason has

accounted for 1% of Group revenues

undertaken projects during the

(2013: 1%) and 1% of EBITDA (2013:

preceding financial year. The value of

1%).

this metric was 60% for 2014
(2013: 69%).

Outlook
In the year ahead the division’s units
will continue to focus on targeted
business development activities,
proposition enhancement and talent
development. Analysys Mason is
looking to expand opportunities with
operators by continuing to build on its
operational consulting initiative.
Further, it will look at increasing scale
by evaluating the potential for new
regional offices, and will continue to
grow research revenues outside its
traditional core European market. Via
is undertaking specific activities to
broaden its customer and skills base.

52

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Our performance

Governance

Our impacts

ETHICAL LEADERSHIP

Datatec is committed to maintaining
the highest standards of ethics and
business conduct. The Group has a
Code of Conduct (“the Code”)
detailing the standards expected from
all Datatec employees, including
addressing specific matters such as
bribery and corruption. The Code is
uniformly applied across all divisions.
The Code endorses the ten principles
of the UN Global Compact and is
reviewed annually. It was last amended
in March 2013 to include these ten
principles and the OECD policy
guidelines for preventing corruption.
All employees are required to
undertake training on the Code.
Westcon organises this training with
an annual online programme and
Logicalis is developing a similar
approach.
The Datatec Social and Ethics
Committee, monitors implementation
of the Code. The divisions are

required to report any unethical or
fraudulent conduct in contravention of
the Code to the Datatec Audit, Risk
and Compliance Committee and the
Datatec Social and Ethics Committee
and provides formal annual assurance
to the Datatec Board on these
matters.
The Group also has in place a Whistle
Blowing Hotline for anonymous
reporting of any unethical conduct.
This is operated completely
independently of the Group and
divisions.
No significant incidents of unethical
behaviour were reported at Group or
divisional level during the year.
The identification of a significant
amount of overdue vendor claims at
Westcon North America noted on
page 30 led to a comprehensive
review of business practices in that
operating unit and no unethical
conduct was detected.
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CORPORATE GOVERNANCE REVIEW

Governance practices and
reporting
Datatec’s Board is fully committed to
upholding the King III “RAFT”
principles, namely responsibility,
accountability, fairness and
transparency. The directors
appreciate that these principles are
essential for good governance and
are important to successful
stakeholder engagement.

The standards of disclosure are
regulated by the Companies Act, the
JSE Listings Requirements, AIM rules
and King III. In addition, the Board
has adopted the principles of
corporate governance contained in
the UK Code issued in June 2010 by
the UK Financial Reporting Council.
Datatec’s Board appreciates that
effective corporate governance is a

key driver of sustainability and
acknowledges its responsibility in this
regard, including to report openly
thereon to stakeholders. Throughout
the year (and up to the date of
approval of this Integrated Report and
annual financial statements) the
principles articulated in the King III
Report have been applied or, if not
applied, explained, as have the main
principles of the UK Code.

Corporate governance

Shareholders

Nominations
Committee

Remuneration
Committee

Social and Ethics
Committee

Audit, Risk and
Compliance
Committee

Combined
assurance
provided by:
• External audit
• Internal audit
• Other

Strategy – Budget – Risk management

independent
assurance
providers

Executive directors

Divisional group boards (Westcon, Logicalis,
Consulting Services)

• Management

Divisional Audit, Risk
and Compliance
Committees

The Company has published a register, showing how it has applied the principles of the King III Report on its website
(www.datatec-group.com).

ACCOUNTABILITY

DELEGATION

Board of Directors
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« The Board
Responsibility
The Board retains full and effective control over the Group and monitors the executive management and decisions in the subsidiary
companies. The Board’s responsibilities include:
• Assessing and approving strategic plans
• Monitoring operational performance and management
• Determining policies and processes to ensure the integrity of the Group’s risk management and internal controls
• Determining the Group communications policy
• Director selection, orientation and evaluation
(The responsibilities of the Board are set out in full in its charter, which is available at www.datatec-group.com)
Members and meeting attendance
Executive directors
JP Montanana (CEO)
RP Evans (previously CFO, appointed Group Operations Director
1 June 2014)
PJ Myburgh (CFO) (appointed 1 May 2014)
Independent non-executive directors
SJ Davidson (Chairman)
NJ Temple (senior non-executive director)
CS Seabrooke
JF McCartney
LW Nkuhlu
D Ighodaro

No. of meetings 28 February 2013 – 31 July 2014 (attendance)
6/6
6/6
2/2

6/6
6/6
5/6
6/6
5/6
6/6

Independent non-executive directors
The Board formally evaluates the independence of the non-executive directors each year, having due regard to the relevant factors which might
impair independence. In the year all non-executive directors were considered to be independent. The evaluation highlighted that Chris
Seabrooke, Nick Temple and John McCartney (in two separate periods of service) have served on the Board for more than nine years. However,
the Board was unanimous in its opinion that this did not compromise the independence of these directors.
Self-evaluation
The Board reviews its own performance and that of its committees annually by means of questionnaires completed by individual directors and
discussed at Board and committee meetings. These appraisals enable the Board to evaluate its performance objectively and to determine
whether it is operating effectively under the terms of reference set down in its charter. The most recent annual review was undertaken in
October 2013. There were no material matters to report.
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« Committees
Responsibility
Nominations
Committee

Audit, Risk and Compliance
Committee

Remuneration
Committee

Social and Ethics
Committee

(for the full report see page 96)

(for the full report see page 91)

• A mandatory committee in terms of the
Companies Act
• Reviewing the interim and annual
financial statements, and the integrated
annual report
• Monitoring the effectiveness of internal
controls and the internal control
environment
• Assessing the risks facing the business
and reviewing the Group’s risk
management procedures
• Discussing the findings and
recommendations of the internal and
external auditors
• Reviewing the internal and external
audit plans
• Reviewing the effectiveness of the
internal and external auditors

• Making
recommendations to the
Board regarding the
composition of the Board
and appointment of new
executive and nonexecutive directors
• That director appointments
are formal and transparent
• Overseeing succession
planning for the Board and
senior management

• Assisting committee
assists the Board in
ensuring the Group’s
remuneration of directors
and executives is aligned
with the creation of
long-term shareholder
value
• Ensuring that the
disclosure of director and
senior management
remuneration is accurate,
complete and
transparent

• A mandatory committee
in terms of the
Companies Act
• Overseeing sustainability,
compliance and the good
corporate citizenship of
the Group on behalf of
the Board

CS Seabrooke
(Chairman)
SJ Davidson
O Ighodaro
LW Nkuhlu
Invitees:
JP Montanana
RP Evans
PJ Myburgh

4/4
4/4
4/4
4/4

3/4
4/4
2/2

SJ Davidson
(Chairman)
JF McCartney
CS Seabrooke
O Ighodaro
Invitees:
JP Montanana

3/3
3/3
3/3
3/3

JF McCartney
(Chairman)
SJ Davidson
CS Seabrooke
NJ Temple

3/3

Invitees:
JP Montanana

6/6
6/6
6/6
6/6

Social and Ethics
Committee

No. of meetings
(attendance)

Remuneration
Committee

No. of meetings
(attendance)

Nominations
Committee

No. of meetings
(attendance)

Audit, Risk and
Compliance
Committee

No. of meetings
(attendance)

Members and meetings attendance 28 February 2013 – 31 July 2014

LW Nkuhlu
(Chairman)
SJ Davidson
JP Montanana

6/6

No. of independent non-executive directors
4/4

4/4

4/4

2/3

Self-evaluation
All committees review their 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 committees to evaluate their
respective effectiveness objectively and to conclude whether they are operating effectively under the terms of reference set down in
their respective charters. For each committee the last annual appraisal was in October 2013, where no material matters arose.
(All committee charters are available at www.datatec-group.com)
Reporting lines
• Committee Chairs report on their committee’s activities at each Board meeting
• Committee Chairs are available at the Annual General Meeting to address queries in respect of the committee’s responsibilities
(except Remuneration Committee where two committee members will attend the Annual General Meeting)

2/2
2/2
2/2
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The Board
The Board is responsible for the
leadership and guidance of the
Group, and has full control over all
divisions and subsidiaries, monitoring
the executive management and
decisions. The Board is at the apex of
the Group’s corporate governance
structure and ensures the Group is a
responsible corporate citizen,
cognisant of the impact its operations
may have on the environment and
society in which it operates, while
acting in accordance with Datatec’s
Code of Conduct.
The Board is governed by a formal
Board Charter that regulates the
parameters within which it operates
and defines its roles and
responsibilities in accordance with
legislation and global best practice.
The Board Charter was
comprehensively reviewed and
updated in 2011 to reflect the King III
Report and the Companies Act of
2008. The directors are of the opinion
that they have adhered to the terms of
reference set out in the charter for
the year. A copy of the charter is
available on the website
(www.datatec-group.com).
The responsibilities of the Chairman
and CEO, and those of other
non-executive and executive
directors, are clearly separated to
ensure a balance of authority which
precludes any one director from
exercising unfettered powers of
decision-making.
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The non-executive directors draw on
their experience, skills and business
acumen to ensure impartial and
objective viewpoints in decision-making
processes and standards of conduct.
The directors consider the mix of
technical, entrepreneurial, financial and
business skills of the directors to be
balanced, thus enhancing the
effectiveness of the Board.
To fulfil their responsibilities
adequately, directors have
unrestricted access to timely financial
and other information, records and
documents relating to the Group.
The Board receives presentations
from the management teams of its
major subsidiaries, enabling it to
explore specific issues and
developments in greater depth.
Directors are provided with guidelines
regarding their duties and
responsibilities and a formal
orientation programme has been
established to familiarise incoming
directors with the Group’s business,
competitive position, strategic plans
and objectives.
Due to the growing scale and
complexity of the Group’s operations,
a new Board role has been created.
Rob Evans was appointed to the new
position of Group Operations Director
with effect from 1 June 2014. He will
be responsible for business process
improvement, post-acquisition
integration oversight and internal
corporate development. Rob served
as Group CFO since 1 June 2012 and

was succeeded in that role by
Jurgens Myburgh, who was
appointed to the Board on
1 May 2014.
At the request of the Group, John
McCartney continues to fill the role
of non-executive director of Westcon
and is separately remunerated
for those services. The Board has
determined that this does not
impinge on his independence on the
Datatec Board.

Board processes
Rotation of directors
In terms of the Group’s Memorandum
of Incorporation, one-third of the
Board’s non-executive directors must
retire from office at each Annual
General Meeting on a rotation basis.
Retiring directors may make
themselves available for re-election,
provided that they remain eligible as
required by the Memorandum of
Incorporation and in compliance with
the JSE Listings Requirements and
AIM rules.
At the upcoming Annual General
Meeting Stephen Davidson, John
McCartney and Chris 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, the performance and
commitment of John McCartney and
Chris Seabrooke throughout their
periods of office have been highly
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satisfactory. On behalf of the Board,
the senior non-executive director
(Nick Temple) confirms that on the
basis of the annual evaluation of the
Board and of the performance of the
Chairman, the performance and
commitment of Stephen Davidson
throughout his period of office has
been highly satisfactory.
The Board unanimously recommends
the re-appointment of Stephen
Davidson, John McCartney and Chris
Seabrooke and recommends
shareholders vote in favour of the
relevant resolutions at the Annual
General Meeting (see pages 173
to 178).
Reviews
In addition to Board and committee
self-evaluations, the directors were
evaluated during the year as follows:
• Individual assessments conducted
by the CEO and Chairman
• Non-executive directors were
assessed for independence by the
Board
• The Chairman was assessed by the
non-executive directors and CEO
• The CEO was assessed by all the
non-executive directors
• The CFO was assessed by the
Audit, Risk and Compliance
Committee (see Audit, Risk and
Compliance Committee report on
page 96).

Governance
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Share dealings and conflicts of
interest
Datatec has a Share Dealing Code to
regulate dealings by its directors and
applicable employees in the Group’s
shares. “Insiders” include directors,
prescribed officers in terms of the
Companies Act, immediate family
members of directors and/or
prescribed officers, or any person
who might have obtained information
from an insider.
All directors and employees in the
Group are prohibited from dealing,
directly or indirectly, in Datatec shares
or derivative financial instruments on
the basis of previously unpublished,
price-sensitive information.
All directors of the Group and directors
of major subsidiaries are prohibited
from dealing during closed periods and
an appropriate communication is sent
to all directors of the Group and the
directors of major subsidiaries alerting
them that the Company is entering a
closed period.
Directors’ share dealings in
appropriate periods must be
authorised first by written permission
from the Chairman, prior to any
dealing taking place. Directors’
dealings are then reported to the
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Company Secretary, who along with
the company’s sponsor ensures that
such dealings are disclosed on SENS
within 24 hours. Datatec issues
simultaneous notification on the UK
RNS without delay as required by
AIM rules.
Directors are required to declare their
interests at Board meetings.
Succession planning
Succession planning for the Board,
management team and senior
executives is the responsibility of the
Board, assisted by the Nominations
Committee. There is a formal
succession plan in place for the
Chairman, CEO, Board and senior
management that is reviewed annually
by the Nominations Committee. The
committee then reports to the Board,
which determines if any action needs
to be taken.
New appointments
A formal induction programme is in
place for directors which comprises
a presentation on responsibilities,
familiarisation meetings and reviews
of prior Board and committee
meetings. Training is provided with
regard to the Companies Act, JSE
Listings Requirements and AIM Rules.
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Support functions
Independent advice
All directors have access to seek
professional and independent advice
about the affairs of the Group at the
Group’s expense.
Company Secretary
All directors have access to the
advice and services of the Company
Secretary. 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 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 94.
The Board undertakes an annual
evaluation of the competence,
qualifications and experience of the
Company Secretary in accordance
with the JSE Listings Requirements.
This annual evaluation in October 2013
took the form of a discussion during a
meeting of the Board in the absence of
the Company Secretary. The Board is
comfortable that the Company
Secretary maintains an arm’s-

Our impacts
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length relationship with the Board at
all times and is sufficiently qualified
and skilled to act in accordance with,
and update directors in terms of the
recommendations of King III and other
relevant local and international
regulations and legislation. Simon
Morris is a qualified Chartered
Accountant (ICAEW).

Application of King III
The full application of King III showing
Datatec has applied the principles or
giving reasons for the
recommendations which have not
been applied is set out in the Group’s
King III Register available
at www.datatec-group.com.
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RISK REPORT

In line with King III, the Board takes
ultimate responsibility for risk
management. The principle states
that the Board is responsible for
determining the nature and extent of
the significant risks it is willing to take
in achieving its strategic objectives.
The Board has applied this principle in
its approach to risk management and
internal control throughout the year
under review and up to the date of
approval of the annual report and
accounts, maintaining sound risk
management and internal control
systems throughout this period.
The Group’s Risk Policy sets out the
Board’s approach to risk
management noted above and
establishes a risk management
framework to enable risk to be
managed on a decentralised basis
subject to Group overview. Key risks
of the Group are set out below.

Key risks
Adverse macroeconomic
environment
The Group is exposed to the world’s
developed and developing markets
and is not immune from market
fluctuations and from the stagnation
and deterioration in many markets
over the recent recessionary period.
Nevertheless, the Board believes that
the Group’s divisional structure,
multiple lines of business and
geographic diversification will enable

it to deliver a relatively resilient
performance.
Financial risk related to financial
instruments
These risks include market risk
(foreign exchange risk and interest
rate risk), credit risk and liquidity risk.
The Group seeks to minimise the
effects of these risks by using
derivative financial instruments to
hedge these risk exposures. While the
Group utilises derivative financial
instruments where appropriate, the
Board cannot predict the effect of
exchange rate fluctuations upon
future operating results and there can
be no assurance that exchange rate
fluctuations will not have a material
adverse effect on its business,
operating results or financial
condition.
Dependence on key vendors
The Group is dependent on certain
vendors, particularly Cisco, whose
product sales accounted for
approximately 50% of the Group’s
revenue. If any one of the Group’s
principal vendors terminates, fails to
renew or materially adversely changes
its agreement or arrangements with
the Group, it could materially reduce
the Group’s revenue and operating
profit and thereby seriously harm the
Group’s business, financial condition
and results of operations. The Group’s
management recognises the

importance of its vendor partners as
one of its key stakeholder groups and
assigns the highest priority to
maintaining close, transparent
relationships with them for the
mutually beneficial development of
the business.
Risk of failure to fund working
capital needs sufficiently
The Group’s business is workingcapital intensive; this is particularly
relevant for Westcon. Westcon’s
working capital is utilised to finance
accounts receivable and inventories.
Westcon largely relies on revolving
credit and vendor inventory purchase
financing for its working capital
needs. Typically, Westcon carries
inventory quantities which are
sufficient to enable it to promptly
meet anticipated customer demand.
Westcon maintains inventory levels
based on its projections of future
demand and market conditions. Any
sudden decline in demand or
technological change could cause it
to have excess or obsolete
inventories. If actual market
conditions are more favourable than
forecasts, additional inventory levels
may be required. While Westcon
takes steps to mitigate this risk by
including protective provisions in its
purchase agreements with vendors,
there can be no assurance that such
risks will be obviated.
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Management of future growth and
acquisition risk
The Group’s planned growth strategy
will continue to place additional
demand on management, customer
support, administrative and technical
resources. If the Group is unable to
manage its growth effectively, its
business operations or financial
conditions may deteriorate. To date,
the business of the Group has grown
through acquisitions and through
organic growth. The Group will
continue to consider further
acquisition opportunities. If the Group
is unable to successfully integrate an
acquired company or business, such
acquisition could lead to disruptions
to the business. If the operations or
assimilation of an acquired business
does not accord with the Group’s
expectations, the Group may have to
decrease the value attributed to the
acquired business or realign the
Group’s structure. To mitigate this risk
the Group undertakes extensive due
diligence of potential acquisitions,
including detailed integration
planning. These processes are
managed and directed by Datatec’s
central team.
Risk of mismanagement of
payment discounts, product
rebates and allowances
The Group receives significant
benefits from purchase and prompt
payment discounts, product rebates,

allowances and other programmes
from vendors based on various
factors. A decrease in purchases and/
or sales of a particular vendor’s
products could negatively affect the
amount of discounts and volume
rebates the Group receives from such
vendors. Because some purchase
discounts, product rebates and
allowances from vendors are based
on percentage increases in purchases
and/or sales of products, it may
become more difficult for the Group
to achieve the percentage growth in
volume required for larger discounts
due to the current size of its revenue
base. In addition, vendors may
exclude the Group from time to time
from participation in some of their
programmes. As noted on page 59
under the “dependence on key
vendors” heading, a strong and
transparent relationship with our
vendor partners is crucial in managing
product discounts, rebates and
allowances.
Risk of over-dependence on key
personnel
The Group’s future success depends
largely upon the continued
employment of its executive directors,
senior management and key sales,
technical and marketing personnel.
Certain of its key employees have
relationships with principal vendors
and customers which are particularly
important to the business of the

Group. The executive directors, senior
management team and key technical
personnel would be very difficult to
replace and the loss of any of these
key employees could harm the
business and prospects of the Group.
The Group’s employees are a key
stakeholder group and a high
standard of employment conditions
and working environment are seen as
essential for the business.
Other risks
Other risks faced by the Group
include:
• Intensification of competition
• Warehouse and logistics disruption
leading to business interruption
• Changes in customer relationships
• Reduction in future profitability
• Managing and controlling
widespread international activities
• Restrictions on access to capital
• Reduction in demand
• Pressure on gross margins
• Dependence on key information
systems
• Significant exposure to credit risk
• System changes leading to
business interruption.
Risk management process
The Group’s risk management
process has three key steps:
• Identify key risks
• Implement controls to mitigate risk
and
• Obtain assurance that controls are
effective.
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Within this framework the specific responsibilities of different designates and the processes they follow are set out below:
Responsibility

Process

Board
• Extensive experience in the
Group’s main business
streams
• Experience of the nonexecutive directors in other
fields of business

• Level of risk tolerance and limits of risk appetite are set as part of the strategic
direction of the Group
• A combined assurance framework is in place to ensure adequate assurance that the
controls over the identified risks are operating effectively
• A Group risk register is maintained and risks across all aspects of the Group’s
operations are considered, including financial, market, political and operational risks,
as well as social, ethical and environmental risks

Audit, Risk and Compliance
Committee

•
•
•
•
•

Monitors risk management activities on an ongoing basis
Discusses risk topics raised
Reviews divisional summary risk registers semi-annually
Reviews divisional Audit, Risk and Compliance Committee meeting minutes
Reviews divisional management risk committee minutes

Group Chief Risk Officer

•
•
•
•
•
•

Chairs Datatec Group Management Risk and Compliance Committee
Maintains Group risk register
Reports to CFO
Reports to Audit, Risk and Compliance Committee
Ensures that the risk management policy is operating effectively in the divisions
Ensures improvements in the controls and risks identified in the risk Group risk
register

Divisions – Excos,
Management Risk and
Compliance Committees,
head office Datatec Group
Risk and Compliance
Committee

• Regularly review strategic and emerging risks
• Input to risk registers
• Identify and prioritise high-risk areas on risk maps based on impact and likelihood:
– Impact ratings are broadly defined in terms of financial thresholds, operational
impacts, regulatory compliance, customer and community impacts, employee
impacts and reputational impacts
– Likelihood ratings are defined in terms of the overall likelihood of a risk materialising
• Further analyse high-risk areas to identify potential root causes
• Identify mitigating controls and associated monitoring/assurance activities for each
high-risk area
• Assign an executive to monitor and manage specific risk areas
• Review risk registers and risk maps semi-annually

Divisional Chief Risk
Officers

• Ensure divisional risk procedures accord with and support the Group’s risk
management framework
• Co-ordinate the execution at divisional level of the risk management framework
• Identify emerging risk and compliance issues
• Report on divisional management of risk to divisional Audit, Risk and Compliance
Committees (which report to the divisional boards)
• Oversee management’s response to matters identified as requiring improvement

Financial and internal control
The Group’s internal control and
accounting systems are designed to
provide reasonable, but not absolute
assurance as to the integrity and
reliability of the financial information
and to safeguard, verify and maintain
accountability of its revenues and

assets. These controls are
implemented and maintained by
skilled company personnel.

Combined assurance
A combined assurance framework for
monitoring and evaluating the
effectiveness of the internal controls is

in place throughout the Group. This
framework deploys and co-ordinates
internal and external assurance
providers to report on the
effectiveness or otherwise of the
Group’s internal controls.
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A combined assurance model aims to
optimise the assurance coverage
obtained from management, internal
assurance providers and external
assurance providers on the risk areas
affecting the 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. Collectively, the activities of

these assurance providers are
referred to as the combined
assurance framework.
As the nature and significance of
risks vary, assurance providers are
required to be equipped 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 and other
professional advisers.

Assurance framework
• Management-based assurance: Management
oversight, including strategy implementation,
performance measurements, control self-assessments
and continual monitoring mechanisms and systems.
Local management is required to complete and
submit control self-assessment programmes annually
and this is monitored against internal control norms.
Action is taken where ratings are considered to be
inadequate. Ratings are also reviewed by the Audit,
Risk and Compliance Committee.
In addition, the Board obtains a formal letter of
assurance annually from each of its subsidiary
divisions (supported by similar representations from
the divisions’ own subsidiaries) which provides the
Board with assurance over the operation of the risk
management processes described above, including
the operation of internal controls over financial and IT
risks, compliance with legislation, and the ethical and
sustainable management of the business.
• Internal assurance: Risk management (adopting an
effective enterprise risk management framework),
legal, compliance, health and safety, and quality
assurance departments are included. They are
responsible for maintaining policies, minimum
standards, oversight and risk management
performance and reporting.
• Independent assurance: Independent and
objective assurance of the overall adequacy and
effectiveness of risk management, governance and
internal control within the organisation is
predominantly the role of internal audit, external

In the combined assurance model
each control is linked to a specific
assurance provider, where applicable,
to enable the following to be
identified:
• Risk areas where no/insufficient
controls have been identified;
• Risk areas where controls have
been identified, yet insufficient
assurance is provided (gaps);
• Risk areas where duplicate or
“excess” assurance is provided
(duplication).

audit and other expert assurance providers required
from time to time.
• Oversight committees: Appropriate assurance
providers under each of the above categories have
been identified:
– The Audit, Risk and Compliance Committee
– The Social and Ethics Committee with regard to
oversight of the Group’s controls in the sphere of
ethics, corporate social responsibility and
sustainability
– The Remuneration Committee with regard to
controls in the remuneration sphere
– The Nominations Committee in relation to Board
diversity and corporate governance structures.
Management has used this model to conclude the
completeness and appropriateness of the current
assurance activities for each risk identified and that
the level of assurance provision is satisfactory. It
continues to maintain the framework as part of the
ongoing risk management process.
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 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.
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The governance of IT
The Board has ensured that the
governance of IT is firmly embedded
in the Group’s risk management
culture by identifying IT risk as one of
the risks to be managed across all
operations with controls and
assurance provision to be maintained
and reviewed in the same way as for
other risks.
The Board includes a review of IT
governance procedures operated by
the Group’s major divisions in its
annual timetable so that it may carry
out its IT governance role.
The Board’s review of IT governance
procedures includes summary
analysis of:
• All annual risk assessment and
associated risk mitigation
processes and techniques
performed at divisional level
• All industry standard IT audits
performed at divisional level on a
regular basis throughout the year
and
• Specific progress reports on any
large-scale IT projects, as required.
In addition there are documented and
tested procedures in the major
subsidiaries which will allow them to
continue their critical business
processes in the event of a disastrous
incident impacting on their activities.
Such documented procedures are
reviewed annually and, where
weaknesses are identified, the relevant

Governance
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subsidiaries are required to rectify
them.

Management reporting
The Group operates management
reporting disciplines which include the
preparation of annual budgets by
operating entities. Monthly results and
the financial status of operating
entities are reported against approved
budgets. Profit projections and cash
flow forecasts are reviewed regularly,
while working capital, borrowing
facilities and bank covenant
compliance are monitored on an
ongoing basis. All financial reporting
by the Group, including external
financial reporting and internal
management reporting, is generated
from the same financial systems
which are subject to the internal
controls and risk management
procedures described above.

Compliance framework and
processes
Each division manages compliance
with relevant laws and regulations,
which the Audit, Risk and Compliance
Committee has divided into the
following broad categories for the
purposes of monitoring. These are
considered to be the main themes/
classes of legislation which pose the
biggest risk to Datatec in the event
of breach:
• Corporate law – companies acts,
financial reporting
• Financial law – anti-money
laundering, fraud
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• Export regulations – trade
sanctions, foreign corrupt practices
• Import regulations – including duty
and VAT
• Taxation
• Securities law – insider dealing,
stock exchange compliance
• Employment law – unfair dismissal,
employment practices, health and
safety
• Intellectual property, trademarks,
patents
• Competition legislation
• Customer protection legislation.
Each category is considered in the
risk assessment process and, if
appropriate, a risk is recorded on the
relevant risk register and managed in
accordance with the risk
management framework set out
above. The divisions’ financial
reporting and compliance committees
report on each category of legislation
above, noting whether any breaches
of compliance have been identified.

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. The internal auditor is
the key assurance provider in the
Group’s combined assurance
framework described above. The
function provides the Board with a
report of its activities which, along
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with other sources of assurance, is
used by the Board in making its
assessment of the Group’s system of
internal controls and risk
management.
Datatec has outsourced the internal
audit function of the Group to EY.
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
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 EY 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
Group CEO as required.

External audit
The Audit, Risk and Compliance
Committee is responsible for
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 re-appointment will
be sought at the upcoming 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 Group
Audit, Risk and Compliance
Committee. The external auditor is
therefore 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, if any, provided. Preapproved 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 such as
valuation and accounting work where
their independence might be
compromised by later auditing their
own work. Any other non-audit
services provided by the external
auditors are required to be
specifically approved by the
chairman of the Audit, Risk and
Compliance 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 Audit, Risk and
Compliance Committee has adopted
the same policy.

Board assessment of the Group’s system of internal
controls and risk management
Nothing has come to the attention of the Board or has arisen out of
the internal control self-assessment process, internal audits or
year-end external audits that causes the Board to believe that the
Group’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 policy
The Remuneration Committee aims to
align the interests of management
with those of shareholders in order to
support the Group’s strategy to
deliver sustainable above-average
returns to shareholders. It has
established a framework of policies,
within which it sets the remuneration
package for the Group’s executive
directors and senior executives.
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 this.
Key principles of the Remuneration
Policy include to:
• Ensure that executive directors and
senior managers are suitably
rewarded for their contribution to
the Group’s operating and financial
performance

Remuneration
type
Base
salary

• Promote a common interest with
shareholders
• Consider the international IT
industry, market and country
benchmarks
• Provide performance-linked variable
pay and share-based awards
aligned with the executive incentive
policy
• Ensure the Group’s remuneration is
competitive in regions in which the
Group operates, particularly the
USA and the UK
• Balance long-term and short-term
objectives through three main
elements of remuneration:
– Basic salary (executive directors
and senior executives also
receive retirement and other
benefits)
– Short-term incentive – annual
bonus plan with performance
targets
– Long-term incentive share-based
remuneration plan with
performance targets.

The base salary provides individuals
with a fixed income to reward the job
they do. The metrics by which the
incentives are determined are aligned
directly with the creation of
shareholder value in addition to
rewarding superior performance.
While long-term incentives are
inherently retentive, there are no
schemes specifically in place for the
sole purpose of retaining key
employees.
This Remuneration Policy was put
before shareholders for an advisory
vote at the Annual General Meeting
on 10 September 2013 and received
overwhelming support from
shareholders. The Remuneration
Policy will again be put before
shareholders for an advisory vote at
the 2014 Annual General Meeting
(see pages 173 to 178).

Determined by:

Benchmarking

The base salary of executive
directors and senior management
is subject to annual review by the
Remuneration Committee. The
committee makes use of external
market data relating to
comparable international IT
companies based in the USA and
the UK and to benchmarking
exercises carried out by thirdparty advisers in determining
appropriate levels of base salary.

The Remuneration Committee has determined
base salary for executive directors above the
median of comparative groups for retention of
key, high-calibre personnel.

Changes
in the year
For the
financial year
ended
28 February
2014, the
Remuneration
Committee
determined
that the base
salary of the
executive
directors would
not increase
from the
previous year.
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Remuneration
type

Determined by:

Benchmarking

Base salary
(continued)

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.

During the year, the Group contributed an
amount of 15% of the executive directors’ base
salaries to a private pension scheme, with the
individuals contributing 5% of their salary, and
the total value of benefits received by each
director is shown in note 23 to the annual
financial statements.

Short-term
incentives:
annual bonus
plan

All executive directors and senior
executives participate in an
annual bonus plan based on the
achievement of short-term
performance targets set for each
individual. These targets are
determined by the Remuneration
Committee and include measures
of corporate performance and
the achievement of individual
objectives congruent with the
Group’s business strategy.

The targets set by the Remuneration Committee
for the corporate performance element of the
annual bonus (80% of the rate potential total) in
FY14 were as follows:
• Share price growth – the primary measure of
the Group’s strategy to deliver sustainable
above-average returns to shareholders
• Underlying EPS – budget underlying EPS in the
Group’s budget approved by the Board in March
2013. The budget is aligned with the Group’s
strategy and therefore achievement of the budget
is a critical measure of delivery on the strategy
• 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 personal performance element, constituting
20% of the potential bonus, includes several key
performance indicators for each executive
director which are also aligned to the Group’s
overall strategy.
At the end of each financial year, the achievement
of the corporate financial targets is measured and
the achievement of the personal targets is
assessed by the Remuneration Committee.
The on-target bonus level has been set at 125%
of base salary for the CEO and capped at 200%,
and 75% of base salary for the CFO and capped
at 120% of base salary. These on-target bonus
levels reflect the committee’s stated intention to
direct increases in executive remuneration more
towards variable pay elements related to Group
performance. This emphasis is in line with the
Group’s stated objective of aligning the interests
of executives and shareholders as closely
as possible.

Changes
in the year

The corporate
performance
element of the
executive
directors’
bonus was
increased to
80% of the
total bonus, up
from 75% in
previous years.
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in the year

Determined by:

Benchmarking

Equity-settled share-based
incentive schemes for Group
employees are in place to
encourage and reward superior
performance and to align the
interests of participants as closely
as possible with those of
shareholders.

See pages 68 to 72

There was no
change in the
rules of the
plans in
operation
under the
terms of the
2011 SARs
and LTIP
grants, neither
scheme vested
in May 2014.

These are:
• Share Appreciation Rights
Scheme (SAR Scheme)
• Long-Term Incentive Plan (LTIP)
• Deferred Bonus Plan (DBP)
(executive directors)

The Board has set out shareholding
guidelines for executive directors
whereby a shareholding with market
value of twice annual base salary
should be built up over the three years
from appointment. The share-based
remuneration schemes are intended to
enable new executive directors to
achieve this shareholding guideline.
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.
The composition of the annual
bonuses of the executive directors for
the year under review and for the
previous year, shown as a percentage
of base salary and split by the bonus
elements are shown below:

Shareholder
information

2014
CEO bonus composition as
a % of basic salary
140 –
120 –
100 –
80 –
60 –
40 –
20 –
0–

CFO bonus composition as
a % of basic salary

Personal KPIs
Share price
EBITDA
Underlying EPS

On target

140 –
120 –
100 –
80 –
60 –
40 –
20 –
0–

Achieved

On target

Achieved

2013
CEO bonus composition as
a % of basic salary
140 –
120 –
100 –
80 –
60 –
40 –
20 –
0–

CFO bonus composition as
a % of basic salary

Personal KPIs
Share price
EBITDA
Underlying EPS

On target

Achieved

140 –
120 –
100 –
80 –
60 –
40 –
20 –
0–

On target

Achieved
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Datatec Group share-based
remuneration
The Board has appointed Simon
Morris as the Compliance Officer (as
defined by section 97 of the
Companies Act) for the Datatec
share-based remuneration schemes,
to be responsible for their
administration.
Datatec established the Datatec
Limited Share Incentive Trust 2005
(“the Share Incentive Trust”) to hold
Datatec shares, either new issues or
purchased in the market, as treasury
shares pending their use in settlement
of share scheme awards. Settlement
of awards which have vested under
the share schemes is made by
transferring new shares to participants
from the Share Incentive Trust.
Before the introduction of these
schemes in August 2005, share
options were granted to Group and
subsidiary employees under the
Datatec Share Option Scheme.
These schemes are all equity-settled
and their earnings dilution effect is
included in the diluted EPS figure.
Details of these schemes are given on
pages 112 to 117.
The Datatec Limited Share
Appreciation Rights Scheme 2005
(“SAR Scheme”)
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. In May
2014, recipients were granted SARs
with a face value in the range 100%
to 150% 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 was
imposed for the grants of SARs in
2010 and 2011 was that underlying
EPS (in US cents) must increase by
2% per annum above US consumer
price index (“CPI”) inflation over a
three-year performance period.
Retesting of the performance
conditions for these grants is
permitted on the first and second
anniversary of the end of the
performance period (i.e. 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.
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.

Effective from the 2012 grant,
underlying EPS will continue to be
used for the performance condition,
subject to the condition that it must
increase by 3% per annum above
US CPI inflation over the performance
period for the full grant of SARs to
vest. 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. Further, the
performance condition has been
graduated to allow for a sliding scale
of achievement in contrast with the
“all or nothing” approach up to 2011.
For the 2008 SARs awards HEPS
growth (subject to adjustment for the
annual marking to market of call/put
options) was the performance
condition. This condition was not met
when tested in May 2011 or when
retested first in May 2012 and then in
May 2013. Accordingly the 2008
SARs awards did not vest and lapsed
in May 2013.
For the 2010 SARs awards, underlying
EPS of 30,3 US cents was set as the
base for the performance condition.
The performance condition was tested
in May 2013, when underlying EPS
growth to 28 February 2013 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 2010
SARs vested in May 2013.
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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
was first tested in May 2014, when
underlying EPS growth to 28 February
2014 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 not been
met and, accordingly, the 2011 SARs
did not vest in May 2014, but will be
subject to retesting of the
performance condition in May 2015
and again in May 2016.
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.
The SARs in issue at 28 February
2014 constitute a 0,15% (2013:
0,16%) 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 exercises during the
year was made by transferring shares
from the Share Incentive Trust. Refer
to the limits for the SARs on page 72.
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The Datatec Limited Long-Term
Incentive Plan 2005 (“LTIP”)
Eligible employees, being executive
directors and managers employed in
Datatec head office functions, receive
annual grants of conditional awards.
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. In May
2014, recipients were granted
conditional awards with a face value
in the range 67% to 150% of their
base salary.
The conditional awards will vest after
the performance period if, and to the
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extent that the performance
conditions have been satisfied.
The duration and specifics of the
performance conditions and
performance period are stated in the
letter of grant. The intended
performance period is three years.
The performance conditions imposed
for the issues to date 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, aboveaverage returns to shareholders.

The international peer group for grants of awards under the LTIP which are
currently within their performance period at 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.

Phoenix IT Group plc (replacement for
PC Ware Comparex)

PNX

LSE

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

SA
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The performance condition will

start and the nearest trading day

award, subject to the TSR

determine if, and to what extent, the

following the end of the three-year

condition, that becomes

conditional award will vest. Upon

period, and computing the CAGR

unconditional and will vest, will be

vesting of the conditional award, the

between these values. This TSR will

linearly apportioned as the ranking

Company will procure the delivery of

be smoothed by computing the TSR

of the TSR increases. The

shares to settle the vested portion of

in the same manner for the three-

remainder of the LTIP award,

the award. The conditional awards

year period following each trading

subject to the TSR condition, will

which do not vest at the end of the

day for the six months preceding

lapse and will be of no further force

three-year performance period

28/29 February in each year of grant.

or effect

will lapse.

• Ranks less than the median TSR of
Subject to the participant remaining in

the peer group, then the whole of

The commitment to issue shares

the employ of the Group for the LTIP

the LTIP award, subject to the TSR

under the LTIP for the conditional

minimum employment period, if the

condition, will lapse and will be of

awards in existence at 28 February

TSR over the LTIP performance

no force or effect.

2014 constitutes a 0,50% (2013:

period:

0,58%) dilution of the Company’s

• Ranks within the upper quartile of

Conditional award holders under the

weighted average shares for the

the peer group, then the whole LTIP

LTIP are not entitled to receive any

year, based on the assumption that

award (100%), which is subject to

dividends or capital distributions

new shares will be issued to settle

the TSR condition, will become

during the vesting period.

them. The TSR, for the purposes of
the LTIP, is defined to be the

unconditional and will vest
• Ranks at the median TSR of the

In May 2013, the TSR performance

compound annual growth rate

peer group, then 0% (for 2010 and

condition for the conditional awards

(“CAGR”) on a portfolio of Company

2011 grants this figure remained at

granted under the LTIP in May 2010

ordinary shares purchased on

the previous level of 30%) of the

(three years previously) was

28/29 February preceding the grant

LTIP award will become

computed by an independent third

date, holding the shares, and

unconditional and will vest. The

party and Datatec was found to rank

reinvesting the dividends received

remainder of the LTIP award,

in the top quartile of the TSR of the

from the portfolio in Company

subject to the TSR condition, will

international peer group. This meant

shares, until 28/29 February three

lapse and will be of no further force

that 100% of the conditional awards

or effect

vested and were transferred to

years later, and then selling the
portfolio on that day. The TSR

• Ranks less than the upper quartile

participating employees in the form

calculation will be performed using

of the peer group but ranks greater

of newly issued Datatec shares in

the Company daily ZAR TSR Index,

than the median of the peer group,

May 2013.

as provided by Datastream (a

then the percentage of the LTIP

UK-based information provider), on
the nearest trading day following the
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In May 2014, the TSR performance

The Datatec Limited Deferred

For all grants up to and including

condition for the conditional awards

Bonus Plan 2005 (“DBP”)

those in 2011, the vesting of

granted under the LTIP in May 2011

Eligible employees are permitted to

matching awards had not been

(three years previously) was

use a portion of the after-tax

subject to the satisfaction of

computed by an independent third

component of their annual bonus to

performance conditions. Accordingly,

party and Datatec was found to rank

acquire shares (pledged shares). A

the pledged shares purchased under

below the median of the TSR of the

matching award will be made to the

the DBP in May 2011 were matched

international peer group. This meant

participant after a three-year pledge

by an equal number of matching

that 0% of the conditional awards

period, on the condition that the

shares in May 2014 transferred from

vested and accordingly they lapsed.

participant remains in the employ of

the Trust (i.e. a 1:1 match).

the Company and retains the pledged
A review of the progress of the May

shares over the period and

Currently the employees eligible for

2012 and May 2013 grants of

additionally, starting with the grant in

the DBP are the executive directors.

conditional awards under the LTIP

2012, subject to certain performance

The participants must use 20% of

indicates that Datatec is currently

conditions. In this context, a matching

their annual bonus for a mandatory

below the median of the TSR of the

award means a conditional right to

purchase of pledged shares and may

international peer group. If this relative

receive shares at nil cost to the

voluntarily use a further 40% of their

ranking is sustained to the vesting

employee at the end of the three-year

annual bonus to purchase additional

dates, then none of the granted

pledge period, subject to the

pledged shares. Awards are approved

conditional awards will vest.

employment condition and the

by the Remuneration Committee.

performance condition being satisfied.
The changes made to the LTIP in

The number of shares that can be

A participant remains the full owner of

2012 include a requirement for

acquired under the matching award is

the pledged shares for the duration of

participants to hold some of the

as follows:

the pledge period and will enjoy all

Datatec shares they receive on

• 50% without performance

shareholder rights in respect of the

vesting for a period beyond the

conditions (but with the

pledged shares. Pledged shares can

vesting date. Participants will be able

employment condition)

be withdrawn from the pledge at any

to sell sufficient shares immediately to

• A further 50% if EPS increases over

stage, but the matching award is then

meet the total tax liability on the

the three-year matching period by

forfeited. The shares subject to the

vesting but will then have to retain the

US CPI +4% per annum giving

matching award are only acquired by

remaining shares, 50% for one year

100% matching in total, and

the eligible employee at the end of the

and 50% for two years, prior to being
able to sell them.

• A further 50% if underlying EPS

pledge period and s/he has no

increases over the three-year

shareholder rights in respect of those

matching period by US CPI +8%

shares before then.

per annum, giving 150% matching
in total.
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From the 2012 grant onwards,

Limits applicable to the SAR

The Datatec Share Option

participants become entitled to

Scheme, LTIP and DBP

Scheme

receive additional shares on

The aggregate number of shares that

Since the implementation of the SAR

matching, equal in value to the

may be issued under the SAR

Scheme, LTIP and DBP on 16 August

notional accrued dividends or capital

Scheme, the LTIP and the DBP is

2005, no new options have been

distributions arising on the matched

limited to 9 250 000 (approximately

granted under the Datatec Share

shares during the pledge period. The

5% of Datatec’s ordinary shares in

Option Scheme. Options previously

matching shares will not hold any

issue at 10 August 2010). This limit

granted under the Datatec Share

voting rights until vesting.

does not apply to options previously

Option Scheme will run their course in

granted under the Datatec Share

terms of the rules of the scheme.

The main purpose of the matching

Option Scheme.

award is to encourage the employees

Subsidiary share-based

concerned to acquire and retain

The maximum number of new

remuneration schemes

shares in the Company through the

shares that can be issued to any

Share-based remuneration plans are

pledged shares and to retain their

single participant under the SAR

in operation within Westcon, Logicalis

services throughout the pledge

Scheme, the LTIP and the DBP is

and the Consulting Services division.

period. By holding shares in the

4 625 000 (approximately 2,5% of

These are all based on the respective

Company, the interests of employees

Datatec’s ordinary shares in issue at

subsidiaries’ share price, determined

are also directly aligned with those

10 August 2010).

by valuation of the subsidiary by an

of shareholders.

independent third-party adviser
The face value of the grants made to

(rather than on Datatec’s share price)

The commitment to issue matching

an employee in any financial year

and are predominantly cash-settled.

shares for the pledged shares held at

under the SAR Scheme cannot

28 February 2014 constitutes a

exceed 150% of his/her base salary

Westcon share-based

0,13% (2013: 0,16%) dilution of the

at the date of the offer. The face value

remuneration

Company’s weighted average shares

of the grants made to an employee in

The Westcon Group Share Incentive

for the year, based on the assumption

any financial year under the LTIP

Plan (“the Westcon Plan”) provides for

that new shares will be issued to

cannot exceed 150% of his/her base

grants of SARs based on Westcon

settle them.

salary at the date of the offer. The

common shares to employees,

face value of the matching shares in

directors (including non-executive

any financial year made under an

directors), consultants and other

award to an employee under the DBP

advisers to Westcon.

Refer to the limits for the DBP below.

cannot exceed 75% of his/her base
salary at the date of the offer.
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The Westcon SARs vest in equal

year ended 28 February 2011,

Logicalis and PLLAL Share

instalments over three years from the

operated cash-settled SAR schemes

Appreciation Rights schemes

date of grant, are voluntarily

as follows:

Under the terms of the Logicalis

redeemable in cash in equal

• WEMG Share Appreciation Rights

Share Appreciation Rights Scheme

instalments over three years

Scheme 2009 (“the WEMG SAR

2005 (“the Logicalis SAR Scheme”),

Scheme”)

SARs are granted annually to senior

beginning with the date of each
vesting period, and expire on the last

• Westcon SA Share Appreciation

managers. The scheme is cash-

redemption date, which is five years

Rights Scheme 2006 (“the WSA

settled, which requires an annual

from the date of grant.

SAR Scheme”)

valuation of Logicalis to mark the

• Westcon Africa Share Appreciation
The total number of SARs
outstanding (being SARs granted less
those lapsed and exercised) is limited
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liability to the valuation share price

Rights Scheme 2009 (“the WA SAR

and to establish both a grant price for

Scheme”)

new awards and the exercise price for

• Westcon Middle East Share

vested SARs. Altogether 50% of the

to 1 160 000 or approximately 10% of

Appreciation Rights Scheme 2006

SARs vest after 24 months and the

Westcon’s issued share capital at the

(“the WME SAR Scheme”).

remainder after 36 months. All rights

time the Westcon Plan was initiated.

lapse if not exercised by the end of

As of 28 February 2014, 786 215

The WA and WME SAR schemes

the seventh year after grant. There are

(2013: 626 316) shares were available

were transferred to Westcon Group

certain headline earnings performance

for future grants of SARs.

along with the entities that operated

conditions that govern the vesting of

them during the year ended

each award.

Details of the operation of the

28 February 2011. The WSA SAR

Westcon Plan, including grants,

Scheme remains operated by

During the year ended 28 February

exercises and lapses of SARs during

Westcon SA (Pty) Limited under the

2010, Logicalis established a

the year ended 28 February 2014 and

management control of Westcon, and

separate SAR scheme, the PLLAL

prior year, are included in Note 2 to

the WEMG SAR Scheme remains

SAR Scheme, for its 60% subsidiary

the Group’s annual financial

outside Westcon under the direct

PromonLogicalis Latin America

statements.

control of Datatec.

Limited. The terms of this scheme are

Westcon Africa and Middle East

These schemes are all now

SAR Scheme, but the grants are

(“AME”) SAR schemes

discontinued, with the last grants

made to key employees of PLLAL

Certain of the entities comprising

having been made in July 2012.

and the annual valuations and

the same as those of the Logicalis

Datatec’s former Westcon Emerging

appreciation rights are based on the

Markets (“WEMG”) sub-group, which

equity value of PLLAL.

transferred its operations into
Westcon’s AME division during the
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REMUNERATION REPORT CONTINUED

Details of the operation of the

increased by a threshold of 10% per

Non-executive directors’

Logicalis and PLLAL SAR schemes,

annum over the three years following

remuneration

including grants, exercises and lapses

issue. The “B” and “C” classes of

During the year, non-executive

during the year ended 28 February

growth shares issued in February

directors received fees unchanged

2014 and prior year, are included in

2010 and February 2011 have both

from the prior year, as approved by

Note 2 to the Group’s annual financial

lapsed since issue. In the financial

shareholders at the Annual General

statements.

year ended 29 February 2012,

Meeting on 10 September 2013 as

17 senior managers of the business

follows:

Consulting Services division

subscribed for 200 000 “D” shares

• Chairman of the Board:

share-based remuneration

(constituting 8,1% of Analysys

US$190 000 total fee inclusive

Analysys Mason Performance

Mason’s share capital) which have

of committee work

Share Scheme

vested with effect from 28 February

Analysys Mason operates a

2014.

performance share plan, approved by

• Senior non-executive director’s fee:
US$70 000
• Non-executive directors’ fee:

its board of directors and

Intact SAR Scheme

shareholders, under the terms of

During the year ended 28 February

which conditional shares are

2011, Intact initiated a SAR Scheme

granted to participants. One-third

approved by its board of directors

of the conditional shares vest

and shareholders. The terms of the

unconditionally after three years if the

scheme are very similar to the

Compliance Committee:

participant is still an employee and is

Logicalis SAR Scheme outlined

US$15 000

settled with the same number of

above. SARs were granted to senior

Analysys Mason ordinary shares. The

management in the year ended

vesting of the remaining two-thirds is

28 February 2011, but no grant has

conditional on an earnings-based

been made since and the remaining

performance condition and may be

SARs are unlikely to vest.

settled in cash or shares.

US$60 000
• Chairman of the Audit, Risk and
Compliance Committee:
US$30 000
• Member of the Audit, Risk and

• Member of the Remuneration
Committee: US$7 500
• Member of the Nominations
Committee: US$5 000
• Trustee of Datatec trusts:
US$7 000.

Details of the operation of the
Analysys Mason Growth Share Plan

Consulting Services division schemes,

The Remuneration Committee

During the year ended 28 February

including grants, exercises and lapses

determines the fee structure for

2010, Analysys Mason introduced a

during the year ended

non-executive directors, including the

Growth Share Plan aimed at allowing

28 February 2014 and prior year, are

Chairman, based on benchmarking

employees to participate in the

included in Note 2 of the Group’s

studies prepared by Towers Watson

growth of the business if the valuation

annual financial statements.

using data from comparable

of the Analysys Mason business
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companies. The committee does not

Jens Montanana is non-executive

consider it necessary to split

Chairman of Corero plc, an AIM-listed

directors’ fees into a base fee and

software development business.

attendance fee components, as
recommended by King III, because of

Directors’ service contracts

the near 100% attendance record of

In order to properly reflect their spread

directors at Board meetings.

of responsibilities, executive directors
have employment contracts as follows:

Non-executive directors are

Jens Montanana has a contract with

reimbursed for travel costs necessary

Datatec International Holdings Limited,

for attending Board meetings and do

Rob Evans has a contract with

not receive any employment benefits.

Logicalis Group Services Limited, and
Jurgens Myburgh has contracts with

The terms and conditions of

Datatec Limited and Datatec

appointment of non-executive

International Holdings Limited. The

directors are available on request from

employment contracts of executive

the Company Secretary. Non-

directors are terminable at six months’

executive directors are not eligible to

notice by either party and contain

participate in the annual bonus plan

contractual provisions for payment

or any of the Datatec share incentive

on termination.

schemes. However, John McCartney,
as a non-executive director of

All non-executive directors have

Westcon, does participate in the

letters of appointment with Datatec

Westcon SAR Scheme as described

Limited and/or Datatec International

above. The Nominations Committee

Holdings Limited. Under these

is satisfied that this does not

contracts, non-executive directors

compromise his independence as a

retire in accordance with the

director of Datatec.

Memorandum of Incorporation of the
Company, which is at least every

External appointments

three years. Retiring directors may

Subject to the approval of the Board,

offer themselves for re-election.

executive directors are permitted to
hold a directorship in one non-Group

Directors’ emoluments

listed company and to retain the fees

The remuneration, including bonuses

payable from this appointment.

and share-based incentive awards,
for individual directors who held office
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during the financial years ended
28 February 2014 and 28 February
2013 is set out in Note 23 to the
annual financial statements.
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 28 February 2014 and
28 February 2013 is set out in
Note 23 to the annual financial
statements.
The King III Report recommends that
the individual remuneration paid to the
three most highly paid executives
(other than the executive directors) of
the Group be disclosed in the
Integrated Report. However, the
Remuneration Committee has
decided not to apply this
recommendation as it is not in the
interests of the Company to do so,
since there could potentially be a
negative impact from a competition
perspective.
Other than the executive directors
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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REMUNERATION REPORT CONTINUED

Directors’ share interests
The directors who held office at year-end had the following interests in ordinary shares of the Company:
28 February 2014
Executive directors
JP Montanana
RP Evans
Non-executive directors
SJ Davidson
O Ighodaro
JF McCartney
LW Nkuhlu
CS Seabrooke
NJ Temple

Direct
beneficial

Indirect
beneficial

Associates

Total

–
24 252

15 463 426
–

–
–

15 463 426
24 252

–
–
720 000
300
–
–

–
–
–
–
–
–

–
–
–
–
700 000
–

–
–
720 000
300
700 000
–

744 552

15 463 426

700 000

16 907 978

Direct
beneficial

Indirect
beneficial

Associates

Total

–
29 252
48 500

15 563 996
–
–

–
–
–

15 563 996
29 252
48 500

–
–
720 000
300
–
–

–
–
–
–
–
–

–
–
–
–
200 000
–

–
–
720 000
300
200 000
–

798 052

15 563 996

200 000

16 562 048

Directors’ interest in ordinary shares of the Company at the date of this report are:
31 July 2014
Executive directors
JP Montanana
RP Evans
PJ Myburgh
Non-executive directors
SJ Davidson
O Ighodaro
JF McCartney
LW Nkuhlu
CS Seabrooke
NJ Temple
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Directors’ interests in the ordinary shares of the Company at 28 February 2013 were as follows:
28 February 2013
Executive directors
JP Montanana
RP Evans
Non-executive directors
SJ Davidson
O Ighodaro
JF McCartney
LW Nkuhlu
CS Seabrooke
NJ Temple

Jurgens Myburgh, who was
appointed to the Board on 1 May
2014, held no Datatec shares at the
time of his appointment and acquired
the 48 500 Datatec shares on 21 May
2014 under the terms of the DBP.
Directors’ holdings of SARs, LTIP
conditional awards and DBP
matching shares are shown in Note
23 to the annual financial statements.
The executive directors’ holdings
of Datatec shares pledged in terms
of the DBP are included in the
above tables.

Direct
beneficial

Indirect
beneficial

Associates

Total

–
5 000

15 040 514
–

–
–

15 040 514
5 000

–
–
733 371
300
–
–

–
–
–
–
–
–

–
–
–
–
1 000 000
–

–
–
733 371
300
1 000 000
–

738 671

15 040 514

1 000 000

16 779 185

John McCartney’s holding of Westcon
SARs, which he was awarded as a
non-executive director of Westcon in
line with US practice for directors’
fees and awards, is shown in Note 23
to the annual financial statements.
These awards have been ratified by
the Datatec Remuneration
Committee.
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OUR PEOPLE

Datatec employs over
7 500 employees across more than
50 countries. The Group strives to
attract and retain employees of the
highest calibre to uphold performance
and build sustainability, and in parallel
prioritises optimal working conditions
and opportunities for development.
The Group seeks to develop skills and
talent inherent in our workforce.
The Group is an equal opportunities
employer and is committed to a
working environment that is free from
discrimination in every region in which
it operates. The divisions accord
completely with this commitment. No
incidents of discrimination were
reported during the year, save for a
minor complaint at Westcon, which
was investigated and later retracted
by the claimant. All reported incidents
are investigated and if substantiated a
disciplinary enquiry will be convened,
the outcome of which may lead to
termination of employment.
In the year ahead Datatec plans to
roll-out its first employee engagement
survey, with the pilot project beginning
in Logicalis.

Westcon
The Director: Human Resources in
each region is responsible for
employee relations at Westcon, with
the global direction and strategy in
this regard driven by CEO Dolph
Westerbos. All employees receive
regular career development reviews.
In most regions, close to 100% of
employees receive performance
reviews.

The company adheres to the
employment laws of each country of
operation. Westcon maintains
consistent and transparent diversity
policies across all markets in which
the company operates.
Each operation’s human resources
department, managers and leadership
are responsible for training. The
training courses offered from 1 March
2013 to the date of this Integrated
Report across the Westcon Group
included:
• The ‘Westcon Way’, a
management-training programme
that includes coaching, mentoring
and leading through adversity
• New hire training, which
encompasses an introduction to
Westcon processes, procedures,
messaging and value proposition
• Anti-bribery and corruption training
undertaken by every employee
• Conflict management, in which
managers received instruction on
how to communicate and react in
different situations and drive a
positive team
• Interview skills, which include the
“Do’s and Don’ts” when
interviewing candidates
• Vendor sales training and
certification
• First-time managers’ training
• Skills in territorial account
management, customer service,
telephone and general
communications skills.
Westcon opens its mentor
programme to the top 20% of
group-wide employees in terms of

performance. These employees are
matched with a senior leader in the
business for a period of six months,
giving the employees the opportunity
to develop identified skills. Certain
regions also offer a “High Potential
Programme” internally. In addition,
Westcon has established Westcon
Academy, which offers various online
development programmes, again
group-wide.

Logicalis
Logicalis recognises that its people
are critical to the ongoing success of
the business and, by striving to attract
the best talent, develop and reward
its people for great performance and
engage effectively with them,
Logicalis aims to optimise the
performance of the business.
In Logicalis, the focus on advanced
technologies requires a high level of
technical expertise, and management
works closely with its vendors to
ensure that employees are trained
appropriately and have the necessary
accreditations.
Logicalis has a culture of meritocracy
where great performance is rewarded.
The majority of employees at Logicalis
have performance objectives which
are linked to the strategy of the local
business. In 2015, talent and
succession management reviews of
the leadership team in each business
are being held, to focus on the
retention of top talent and effective
succession management.
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Logicalis aims to be an employer of
choice within the technology industry,
attracting, developing and retaining
the best talent. To assess what our
employees think of the business, a
number of the operations conduct
employee surveys each year and in
2015 Logicalis will conduct its first
group-wide employee engagement
survey.
Our human resource practices and
policies ensure that all employees,
wherever he/she works, whatever his/
her role, are treated equally, fairly and
respectfully at all times. Logicalis
maintains consistent and transparent
diversity policies across all its
markets.

Consulting Services
The companies within the Consulting
Services division are equal
opportunity employers, with policies
in place to ensure that all employees
and job applicants are treated fairly
and equally regardless of their gender,
sexual orientation, marital status,
race, colour, nationality, ethnic or
national origin, religion or belief, age,
disability or union membership status.
Consulting Services conducts an
annual staff survey. The results of the
survey for the year which indicated
that all employees consider the
division to be upholding fair and equal
treatment, feel their opinions are
respected and sought out and that
diversity is encouraged.

Governance

Our impacts

At Analysys Mason all employees
receive regular performance and
career development reviews. The
company has a training framework for
each grade that consists of core and
option modules. On promotion,
delegates are automatically booked
onto the core modules for their
respective grades. This training
encompasses IT skills, personal
development, project management
and financial understanding. In
addition, the company provides
financial assistance for training
towards professional accreditations
such as ACCA, CIPD, CFA and MBA.
Intact has a specifically defined
training track for Cisco-qualified
engineers. In addition, the operation
has apprenticeship, intern, trainee
and Masters student mentoring
programmes, and further offers
financial assistance for professional
qualifications aligned to current job
roles. Examples of training courses
offered during the year include:
• ‘Pitching to Win’, aimed at
improving the effectiveness of sales
pitches in customer meetings
• Advance coaching and feedback,
aimed at preparing managers for
performance review meetings,
including how to deliver feedback
to team members and active
listening skills.
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Transformation
In line with South African legislation
Datatec is required to comply with the
Codes of Good Practice on BEE
issued by the Department of Trade
and Industry (“the Codes”), as well as
the Broad-Based Black Economic
Empowerment (“B-BBEE”) Act 53 of
2003. In terms of this the South
African-based operations are required
to comply with the Codes and are
measured in terms of black
participation on seven scorecard
elements, namely: ownership,
management control, employment
equity, skills development, preferential
procurement, enterprise development
and socio-economic development.
Westcon South Africa currently enjoys
Level 4 B-BBEE status, giving its
customers 100% spend recognition
on their respective scorecards.
Annual B-BBEE audits are performed
by accredited B-BBEE verification
agents. Westcon South Africa
employed Veridex Verification and
Management Services Proprietary
Limited to perform the latest audit.
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SAFETY, HEALTH AND ENVIRONMENT

Safety, health and environment
(“SHE”) policy and procedures
Datatec has a Group-wide SHE
policy, which is complemented by
individual policies at each subsidiary
to ensure compliance with local
regulations. Management at each
company is responsible for
implementing and maintaining the
policy throughout the organisation,
and ensuring that health and safety
considerations are given priority in
planning and day-to-day supervision
of work. The Group CEO delegates
the responsibility for maintaining a
safe working environment to a health
and safety committee or nominated
individuals at each subsidiary. Health
and safety issues are collated by the
committees, nominated individuals
and the Company Secretary, who
reports to the Group Board of
Directors.

Health and safety committees
The subsidiary health and safety
committee members are permanent,
full time employees acquainted with
conditions and activities in the
workplace. Each subsidiary elects the
health and safety committee,
including representatives from human
resources and each division. The
committees are responsible for:
• Reviewing and recommending
changes to the Datatec SHE policy
• Investigating any accident which
may occur, with the object of
achieving a factual and honest
assessment of the causes and
thereby preventing recurrence

• Proactively identifying health and
safety hazards in the work
environment
• Reporting hazards to management
• Making recommendations to
management to reduce health and
safety hazards
• Keeping abreast of relevant
legislation
• Creating awareness of workplace
risks with employees
• Investigating complaints by
employees relating to health and
safety at work
• Setting goals for improving health
and safety within the business
• Identifying health and safety training
needs in the different areas of the
business
• Attending meetings with health and
safety inspectors if required.

afforded health schemes with the
operations contributing full or part of
the employee membership fee.

Employees are responsible for taking
reasonable care for their own health,
carrying out lawful orders in terms of
health and safety, and complying with
notices, instructions, hazard and
warning signs. Further, it is their
responsibility to report any safety risk
and any accident, injury or health and
safety incident to the designated
health and safety representative or
human resources manager.

Regular monthly and quarterly audits
of the work environment are
conducted throughout the group.

Health
The approach to health and wellness
is on a per region/operation basis, in
keeping with the decentralised
management model of the Group. At
most operations employees are

Westcon
Westcon has a regularly updated
health and safety policy that
incorporates Datatec’s SHE policy
requirements.
A mock Occupational Safety and
Health Administration (“OSHA”)
inspection was conducted at the
primary US logistics centre in May
2014. It consisted of a formal review
of equipment, facilities, programmes
and implementation against the US
OSHA regulations. Corrective actions/
improvements were developed and
implemented for identified
deficiencies.

Logicalis
Logicalis recognises its obligation to
reduce the risk of injury in the work
environment and to provide a clean
and safe place to work. The group
undertakes to comply with health
and safety regulations as set out in
the jurisdictions in which the group
operates around the world.
Each Logicalis operation has its own
health and safety policy which is
consistent with best practice in the
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applicable jurisdiction, and regularly
undertakes programmes and
procedures to mitigate health and
safety risks, such as risk assessments
and safety audits.
Logicalis also ensures that the
appropriate health and safety training
is provided for its employees for the
role that they perform, which includes,
where appropriate, the training of first
aiders and fire marshals.
Consulting Services
Analysys Mason has its own health
and safety policy, approved by
Datatec. This is published on the
company’s intranet, posted on notice
boards in each office and covered
during induction training.
As the company is office-based,
managing health and safety is fairly
straightforward. Risk assessments are
carried out on a regular basis and
safety audits are carried out annually.
There have been no issues of concern
to date. Health and safety training is
ongoing to maintain up-to-date
certifications for first aiders and fire
marshals, and during the year four
new additional staff have been trained
to replace those who have left the
company.
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Intact has its own health and safety
policy, approved by Datatec, which it
ensures is implemented throughout
the organisation. During the year
annual health and safety and fire risk
assessments took place, as well as
annual portable appliance testing,
inspection of fire extinguishers and
six-monthly checks of air
conditioning. Four employees
received fire marshal training.

Approach to environmental
conservation
The increased use of IT in recent
years has led to increased usage of
energy and the generation of carbon
dioxide. As a responsible corporate
citizen operating in the ICT market
Datatec has a duty to help minimise
energy use. By improving the
efficiency of IT systems and networks
Datatec can contribute to “green IT”
by helping clients become greener in
their use of IT.

Some examples of how
Datatec can provide more
efficient IT systems include:
• Virtualisation
– consolidating server
capacity usage
– consolidating server data
storage
• Information lifecycle
management
• Desktop power
management
• Videoconferencing (to
reduce travel).
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In addition to assisting customers to
enhance their sustainability, Datatec
strives to minimise its own emissions
of carbon dioxide by applying the
principles of green IT in its own
business as part of its environmental
policy.
A formal environmental policy is in
place and is applied throughout the
Group. The main environmental
objectives contained in the policy
include:
• Complying with legal environmental
requirements – European Waste
Electrical and Electronic Equipment
(“WEEE”) regulations
• Maximising the Group’s
understanding of environmental
issues through gathering
information and ongoing training
• Purchasing environmentally
sensitive products
• Seeking to minimise waste
• Seeking to minimise energy use
• Seeking to minimise transportation
impacts
• Supporting community and other
environmental initiatives by active
involvement.
Westcon
Westcon is driven by a commitment
to act responsibly, in an effort to
minimise the impact of commercial
activities on the environment. For this
reason, the company encourages
every operation across the globe to
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pursue initiatives with the goal of
improving the quality of life in local
communities.
Westcon is of the opinion that
responsible business practices
significantly benefit the environment,
but also help accelerate new
business, drive cost-effective
strategies, and enhance loyalty.
Westcon understands its role as a
responsible global corporate citizen
and regularly works alongside
employees, suppliers, customers, the
public and environmental agencies to
incorporate these efforts into its
overall business strategy.
Westcon aims to comply with all
environmental legislation across
every region. It works to foster an
“environmentally conscious” culture
by providing employees with
appropriate information and support
to ensure all work is done with a
consideration of the environment.
Westcon seeks to effectively maintain
its plants and machinery to decrease
environmental risks and recycle
materials where possible. Its teams
focus 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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CONTINUED

Examples of how Westcon promotes
environmental awareness and
sustainability include:
• Power save light switches, ensuring
lights are turned off when offices
are not in use
• Recycling programmes
encouraging operations in a
paperless manner, asking
employees to print documents only
when necessary
• Electronic signature policies
reducing the volume of documents
printed and shipped globally
• An environmental info centre as
part of the European Business
Compliance site. The site contains
an environmental policy and
implementation manual, vendor site
links and for each European country
WEEE, battery and packaging
declarations to each country’s
requirements
• Promotion of carpooling and
cycling initiatives. For example, 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
As a responsible international provider
of IT solutions, Logicalis seeks to
measure and minimise the way in
which any of its commercial activities
may impact on the environment.
Logicalis is also committed to

providing practical advice and support
to its customers and vendor partners
to help them along the path to ever
cleaner and greener IT solutions.
As an early adopter of Green IT ideas
and activities, Logicalis recognises
that a responsible attitude to Green IT
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.
Logicalis promotes remote working
and video conferencing across
regional and home offices to minimise
car or air transportation and reduce
its carbon footprint. This is also
supported through Logicalis’
schemes to encourage employees to
use public transport.
Many of our local operations support
initiatives for reducing power and
water usage and monitoring waste
reduction in our offices. These range
from paper and plastic recycling to
water filtration and office lighting
efficiency systems.
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Our data centres are designed to best
practice standards to measure ‘power
usage effectiveness’ (PUE) and save
energy.
Logicalis UK promotes recycling
internally and has recycling bins in all
its offices across the UK. Logicalis
also promotes “cycle to work”
schemes as part of its flexible benefits
programme.
Consulting Services
Consulting Services division is mainly
office-based, and therefore has
minimal environmental impact.
Nonetheless environmental training
takes place and policies and
procedures are made available to all
staff via the company’s intranet.
Environmental inspections are carried
out by a quality manager as part of
the planned audit schedule for quality
and information security.
Notwithstanding that Consulting
Services division is a low impact
industry, companies within the division
have introduced initiatives that
conserve resources such as paper
and electricity, and general recycling
is standard. Further, travel is kept to a
minimum by holding meetings via
tele/videoconference where practical.
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COMMUNITY DEVELOPMENT

Group
Datatec continues to place a high priority on improving the quality of life in the communities in which it operates. The Datatec
Educational and Technology Trust (“the Trust”) continues to support educational organisations, with a specific focus in the
fields of maths, science and technology within underprivileged communities in South Africa. In the year under review the
Trust contributed R5 million to corporate social investment (CSI) activities. These included bursary and outreach
programmes, school-level intervention programmes, a bridging programme, various teacher development programmes and
a number of technology infrastructure support programmes.

CSI activities
FY14

Direct beneficiaries
FY14

Indirect beneficiaries
FY14

School-level intervention in maths and science

2 658 learners

Bursaries

10 students

Career guidance

500 learners

Teacher training in maths and science

445 teachers

Access to computer technology

4 500 learners, students and teachers

CSI activities
FY13

Direct beneficiaries
FY13

Indirect beneficiaries
FY13

School-level intervention in maths and science

3 020 learners

Bursaries

10 students

Career guidance

520 learners

Teacher training in maths and science

459 teachers

Access to computer technology

3 637 learners, students and teachers

Learners from
approximately 110
schools in various
parts of the country
benefiting from better
qualified teachers.

100 000+ learners
and students
benefiting from
enhanced teaching
across South Africa
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Tertiary school-level interventions – teacher and learner development
Datatec funds a number of organisations that provide professional development to teachers and extra tuition to learners in
maths and science. The primary objective of these programmes is to improve the performance of previously disadvantaged
learners in these specific subjects, to enable them to study disciplines such as medicine, engineering and accounting. The
FY14 beneficiaries are set out in detail below:
Beneficiary

Purpose

Datatec’s contribution FY14

AIMSSEC –
partnership
between The
African Institute for
Mathematical
Sciences and
University of Fort
Hare

Offers a teacher training
programme consisting of a
three-month Mathematical
Thinking course and a two-year
Advanced Certificate in Education
course (ACE).

Datatec is currently funding 25 teachers for the ACE
course, which will conclude in December 2014. Datatec
has been in partnership with AIMSSEC since 2011.

The Maths Centre
– NGO operating in
all nine provinces in
South Africa,
enhancing teacher
qualifications and
student
progression

In 2011, Datatec committed to
funding the roll-out of a three-year
educator and learner performance
enhancement programme in pure
maths and physical science using
ICT at ten high schools in
Siyabuswa, Mpumalanga for
Grade 10 to 12.

Datatec originally donated R2 million towards the
establishment of The Maths Centre headquarters in
Braamfontein, Johannesburg in 2002.

The Vula
Programme – Hilton
College’s
educational
outreach and
community support
initiative

Provides an educational service to
around 90 under-resourced
schools in disadvantaged
communities in KwaZulu-Natal.

In 2001, Datatec donated R3 million towards the
establishment of a centre for innovation, which meant the
school could share resources, facilities and access to
technology with less privileged schools in the area. In 2013,
Datatec funded three ongoing projects:
• Vula Science Project
• Vula Annual Careers Day
• Enrolment of an administrative assistant on the
programme.

In 2013, the third and final year of the Trust programme, a
total of 80 learners received intervention in maths and
science using ICT. Of these, 34 learners achieved
distinctions: 17 in maths and 17 in physical science in the
year-end matric exams; more than 80% achieved over
60%; and 96% achieved above 50% in both subjects.
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COMMUNITY DEVELOPMENT CONTINUED

Beneficiary

Purpose

Datatec’s contribution FY14

ProMaths

The Kutlwanong Centre for Maths,
Science and Technology focuses
on addressing the challenges that
South African schools face in the
teaching and learning of maths,
science and accounting. Its
objective is to assist learners to
obtain decent passes (minimum C
symbol) in these subjects.

Datatec has been involved with Kutlwanong since 2011
funding extra tuition in maths and science for 300 topperforming learners from 12 different schools in the
Mdantsane area of the Eastern Cape province.
In 2013, out of the 65 grade 12 students, 86% achieved at
least 50% for maths; 74% achieved 50% and above for
physical science and 58% achieved an overall pass rate
of 60% and above.
Overall the group produced 42 distinctions in maths and
science. 80% of this group obtained a bachelor pass,
compared to the national average of 33%.
Datatec has committed to funding a new group of
Grade 10 to 12 learners for 2014.

The Tomorrow Trust
– NGO that
supports orphaned
and vulnerable
youth in South
Africa, providing
education and
holistic support

Datatec partnered with The
Tomorrow Trust to support the
Saturday and holiday school
programme which provides
academic support for children from
disadvantaged backgrounds.

This support enabled 30 learners in grade 9 to receive
comprehensive academic lessons in maths, English,
natural science and computers as well as providing career
guidance support, leadership workshops, and psychosocial support.
The group of grade 9 learners from Ivory Park Secondary
school in Tembisa who started their Saturday school
programme in February 2013 achieved a 100% pass rate
at year-end.
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Provision of technology infrastructure
As a leading global technology company, Datatec recognises that access to ICT is vital in a growing economy. It is the Trust’s
objective to provide previously disadvantaged individuals with access to computer equipment for the purposes of education,
job creation and community development.
Beneficiary/partner

Datatec’s contribution FY14

Maharishi Institute – provides financial support, access to
education, skills development and personal development
tools to under-privileged students in Johannesburg.
Students also gain valuable work experience by earning
money while working in an on-site call centre.

The Trust funded an extensive computer network with 450
network points on two floors, facilitating network access in
all offices for all staff and providing all students internet and
email access throughout the building. In addition, the Trust
bought 100 computers and assisted the institute in
sourcing hundreds more. Further, the Trust 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 funded onsite IT staff to become MCITP
accredited. The Trust also organised an ICT support
company for Maharishi in respect of any high-level IT
infrastructure problems during the course of its operations.
In 2013 many students were able to ‘learn and earn’
through the support provided by the Maharishi Institute,
with 500 students using the building ten hours a day.

Afrika Tikkun – works toward the transformation of South
African communities by caring for vulnerable children and
orphans in townships. It operates in six communities
across the country, providing “Centres of Excellence”,
assisting them in taking responsibility for the day-to-day
activities and outreach programmes implemented in the
community.

The Trust has committed to upgrading Afrika Tikkun’s
national ICT infrastructure, which will enable Afrika Tikkun
to collate comprehensive data to accurately track the
conditions of families in distress and to inform management
of these social conditions on a proactive basis.

Siyakhula Education Foundation – operating as the
Siyakhula Computer School, provides low-cost computer
literacy training to underprivileged communities in Ivory
Park, Diepsloot, Zandspruit and Olievenhoutbosch.

Datatec has been involved with Siyakhula since 2001 when
it built a community centre in Ivory Park. This was used by
members of the surrounding communities for various
activities, including computer literacy training through the
Siyakhula Computer School. In 2013 over 900 students
received computer qualifications and training through two
computer training facilities in Diepsloot and Ivory Park.
Since then, two more centres have opened in Zandspruit
and Olievenhoutbosch. Datatec funds the programme
director’s salary on an annual basis.

In addition, this infrastructure will be utilised by members of
the beneficiary communities. Africa Tikkun has structured
youth development programmes to run from these media
centres/computer labs to provide IT skills training and
research facilities for unemployed youths.
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COMMUNITY DEVELOPMENT CONTINUED

Bridging course and bursaries for tertiary studies
The Trust supports not only secondary but also tertiary education and is of the informed opinion that investment in maths
and science at secondary level will grow South African’s talent pool of students studying engineering, medicine, science and
accounting. For this reason, Datatec dedicates a portion of its CSI funding to bursaries in the field of accounting.
Beneficiary/Partner

Datatec contribution FY14

The Thuthuka Bursary Fund – a South African Institute of
Chartered Accountants (SAICA) initiative established to
provide full bursaries to 250 to 300 black students at
selected SAICA-accredited universities.

In 2013 Datatec committed to providing full bursaries
to another 10 students who will complete their studies
in 2015.

Living Through Learning – TEACH
Living Through Learning’s TEACH programme seeks to
address the knowledge gap in learners from
underprivileged schools who go on to study at universities.
It is focused on providing full-time tuition in maths, science
and English. In addition, the programme also addresses
areas including emotional intelligence, and personal skills
(including in respect of computers, communication, life and
studies) to ensure the students are well equipped to
successfully complete their tertiary studies at a university or
FET college.

Datatec, in partnership with Living Through Learning,
launched a pilot project in Cape Town in January 2013.
35 underprivileged students who failed to achieve any kind
of university entrance were selected to attend the one-year
programme. All passed their final science and English
matric re-write exams and all but one passed their final
maths re-write exam. Overall the students increased their
pass mark by 34% and 26% for maths and science,
respectively. 77% of the students gained entrance into
tertiary education institutions. Datatec has committed to
supporting a second year of TEACH in 2014.

See how Living Through Learning’s programmes give young South Africans hope
http://youtu.be/-3_cvEo7rXE
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Another Group initiative included
fund-raising for Typhoon Haiyan,
believed to be the strongest tropical
storm ever recorded. It caused
catastrophic damage in the
Philippines and has devastated the
lives of families and communities,
including employees who work in the
Philippines office of the Westcon
division. To help them during this
desperate time, Datatec launched a
fund-raising campaign to assist relief
agencies working in the area. Datatec
and its subsidiaries successfully
raised US$19 628 to benefit both
UNICEF and Doctors Without Borders
who are providing relief work in
the area.
Westcon
Westcon is committed to fully
supporting employees who wish to
dedicate time to social responsibility
initiatives.
In North America Westcon held a
charity “Donor Dash” – a programme
to raise funds and conduct education
for organ donation.
In Westcon’s South African offices,
employees participated in the “94.7
Momentum Cycle Challenge” in
honour of their chosen charities. The
event is the world’s second-largest
timed cycle race.
In EMEA, six teams competed in a
“Beat the Boss” Olympic triathlon
(1500m swim, 41km cycle, 10km run)
against their senior managers. Each
team collecting donations for their
charity of choice.

Governance

Our impacts

Logicalis
Logicalis encourages its operating
companies in every territory to create
initiatives that help improve the quality
of life within the local communities
where they work and live.
During the 2013 holiday season,
Logicalis US donated over
US$55 000 to 56 charities, ranging
from food banks and homeless
shelters to healthcare research. In
addition, Logicalis US encourages all
employees to donate their time in
their local community by allowing
eight hours of paid time off annually.
Logicalis Singapore has participated
in a number of charity events,
including Singtel’s charity golf
tournament to raise funds for its
Touching Lives Fund, which supports
disadvantaged children and young
people with special needs. It also
made donations to the National
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Kidney Foundation, the Lions Home
for the Elders, the Philippines Red
Cross and World Vision Philippines to
support survivors in rebuilding their
lives following Typhoon Haiyan.
Logicalis UK employees participated
in a number of volunteer projects in
the year. As part of the Marks and
Spencer “Giving Back” initiative,
volunteers helped a number of elderly
residents in care homes to enjoy the
social benefits of going online, as well
as planting trees for the Woodland
Trust and visiting a number of schools
to promote the value of IT to the next
generation. Employees are also
working with the Slough Business
Community Partnership, providing
voluntary support across the
community to help the young, elderly,
people with learning difficulties,
charity organisations and outdoor
ventures.

90

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Our performance

Governance

Our impacts

Annual financial
statements

Notices and
references

COMMUNITY DEVELOPMENT CONTINUED

Logicalis UK completed a number of
charity initiatives during the year to
raise over US$85 000 for Great
Ormond Street Children’s Hospital.
Logicalis Ireland supported a number
of chosen charities, including the
National Children’s Hospital, The
Simon Community and The Irish
Cancer Society.

Logicalis Southern Cone made
donations to regional schools. In
Argentina it donated to two schools in
Entre Rios; in Chile to Maria Ayuda
Foundation of Santiago; in Paraguay it
supported Adela Speratti of Asunción
school; and in Uruguay a school
in Montevideo.

Logicalis Australia sponsored a
marathon cricket day, raising
US$7 750 for the Primary Club of
Australia which supports people with
disabilities, as well as participating in
‘Walk4Life’, an event to support
survivors of brain cancer, raising over
US$6 000.

In Brazil, PromonLogicalis has
supported organisations that
contribute to the development of
society, education and culture for over
ten years. It supports Junior
Achievement, a volunteer programme
which provides education and work
readiness training to young adults and
vocational education for adolescents
from disadvantaged communities.
PromonLogicalis also supports
‘Mozarteum Achievement’, an

organisation that aims at bridging the
school-work gap and fostering
entrepreneurship.
PromonLogicalis joined the council of
‘Instituto Razão Social’, an
organisation that focuses on
developing learning and teaching
processes and the skills of public
school educators. In 2011,
PromonLogicalis launched the Portal
do Voluntariado (Volunteer Portal)
where its employees can find
opportunities to help disadvantaged
communities.
Consulting Services
During the year, the division’s
UK-based operations donated funds
to the beneficiaries below:
• The Christie, a specialist hospital
mainly concerned with the
treatment of cancer and associated
diseases
• The Dame Vera Lynn Trust for
Children with Cerebral Palsy, which
provides a specialist service for
families with children under five
years of age with cerebral palsy and
other motor learning difficulties
• The Anthony Nolan Fund, which
matches blood, stem cell and bone
marrow donors to people with
blood cancer and disorders.
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SOCIAL AND ETHICS COMMITTEE REPORT

The Social and Ethics Committee’s
responsibilities encompass monitoring
and regulating the impact of the
Group on its stakeholders. Although
management is tasked with
overseeing the day-to-day operational
sustainability of their respective areas
of business, and reporting thereon
to the Social and Ethics Committee,
the Board remains ultimately
responsible for Group sustainability.
The committee was established
under the terms of the Companies
Act, 71 of 2008.

•

The committee is chaired by
Professor Wiseman Nkuhlu and
further comprises CEO Jens
Montanana and independent
non-executive Group Chairman
Stephen Davidson. The committee
meets at least twice a year. Details of
meeting attendance are set out on
page 55.
The Social and Ethics Committee
operates within defined terms of
reference as set out in its charter and
the authority granted to it by the
Board. Broadly, the committee is
tasked with overseeing the good
corporate citizenship of the Group on
behalf of the Board.

•

•

•
The committee’s role is to regularly
monitor the Group’s activities, with
regard to any relevant legislation,
other legal requirements or prevailing
codes of best practice, in respect of
the following:
• Social and economic development,
including the Group’s standing in
terms of the:

– Ten principles set out in the
United Nations Global Compact
Principles
– Anti-bribery and corruption
legislation and best practice from
around the world, including
OECD policy guidelines for
preventing corruption, US
Foreign Corrupt Practices Act
and UK Bribery Act
– Employment Equity Act
– Broad-Based Black Economic
Empowerment Act (B-BBEE)
Good corporate citizenship,
including the Group’s:
– promotion of equality, prevention
of unfair discrimination, and
reduction of corruption
– contribution to development of
the communities in which our
activities are predominantly
conducted or within which our
products or services are
predominantly marketed
– record of sponsorship, donations
and charitable giving
Environment, health and public
safety, including the impact of the
Group’s activities and services
Stakeholder relationships, including
the Group’s advertising, public
relations and compliance with
consumer protection laws
Labour and employment, including
the Group’s:
– standing in terms of the
International Labour Organisation
Protocol on decent work and
working conditions
– employment relationships, and its
contribution towards the
educational development of
its employees.

The Social and Ethics Committee
examines the application of the
Group’s Code of Conduct which
provides a framework of ethics that is
applied across the Group. It also
monitors the Group’s application of
BEE legislation in its South African
operations and the promotion of
equality and prevention of unfair
discrimination throughout the global
operations of Datatec. Further, it
oversees the Group’s contribution to
the development of communities in
South Africa through the Datatec
Education and Technology Trust.
The committee draws these matters
to the attention of the Board and
reports on them to shareholders at
the Annual General Meeting.
Employment equity, B-BBEE, CSI and
labour-related issues as reviewed by
the committee are reported on
pages 52 and 55.
No human rights incidents were
reported during the financial year.
In South Africa, aspects such as
prohibition of child labour, forced
compulsory labour and discriminatory
practices are monitored by the
Department of Labour in addition to
the committee.

Prof LW Nkuhlu
Social and Ethics Committee
Chairman
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BOARD APPROVAL
for the year ended 28 February 2014

The Group annual financial statements for the year ended 28 February 2014 are prepared in accordance with International
Financial Reporting Standards and the South African Companies Act, 71 of 2008 (“the Act”), and incorporate transparent
and responsible disclosure together with appropriate accounting policies.
In terms of 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 Rob Evans ACA (UK), the Chief Financial Officer during the year.
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 97 to 172 were approved by the Board of Directors on
31 July 2014 and are signed on its behalf by:

JP Montanana
Chief Executive Officer

RP Evans ACA
Group Operations Director

CERTIFICATE BY COMPANY SECRETARY

In terms of section 88(2)(e) of the South African Companies Act, 71 of 2008 I certify that for the year ended 28 February
2014 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
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INDEPENDENT AUDITORS’ REPORT
for the year ended 28 February 2014

TO THE SHAREHOLDERS OF DATATEC LIMITED
We have audited the consolidated and separate financial statements of Datatec Limited set out on pages 99 to 172, which
comprise the statements of financial position as at 28 February 2014, and the statements of comprehensive income,
statements of changes in equity and statements of cash flows for the year then ended, and the notes, comprising a
summary of significant accounting policies and other explanatory information.
DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS
The Company’s directors are responsible for the preparation and fair presentation of these consolidated and separate
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
consolidated and separate financial statements that are free from material misstatement, whether due to fraud or error.
AUDITORS’ RESPONSIBILITY
Our responsibility is to express an opinion on these consolidated and separate 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 consolidated and
separate 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 consolidated and separate financial statements present fairly, in all material respects, the consolidated and
separate financial position of Datatec Limited as at 28 February 2014, and its consolidated and separate financial
performance and its 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.
OTHER REPORTS REQUIRED BY THE COMPANIES ACT
As part of our audit of the consolidated and separate financial statements for the year ended 28 February 2014, we have
read the Directors’ Report, the Audit Risk and Compliance Committee’s Report and the Company Secretary’s Certificate for
the purpose of identifying whether there are material inconsistencies between these reports and the audited consolidated
and separate financial statements.
These reports are the responsibility of the respective preparers. Based on reading these reports we have not identified
material inconsistencies between these reports and the audited consolidated and separate financial statements. However,
we have not audited these reports and accordingly do not express an opinion on these reports.

Deloitte & Touche
Registered Auditors
Per: MH Holme
Partner
31 July 2014
Buildings 1 and 2
Deloitte Place
The Woodlands
Woodlands Drive
Woodmead Sandton
South Africa
National Executive: LL Bam Chief Executive, AE Swiegers Chief Operating Officer, GM Pinnock Audit, DL Kennedy Risk Advisory, NB Kader Tax,
TP Pillay Consulting, K Black Clients & Industries, JK Mazzocco Talent & Transformation, MJ Jarvis Finance, M Jordan Strategy, S Gwala Managed Services,
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 COMMITTEE REPORT
for the year ended 28 February 2014

The information below constitutes the report of the Audit, Risk and Compliance Committee.
The Audit, Risk and Compliance Committee is chaired by Chris Seabrooke and comprises a further three independent
non-executive directors: Stephen Davidson, Funke Ighodaro and Wiseman Nkuhlu. A short CV for each of these directors
has been set out on pages 14 and 15 of the Integrated Report demonstrating their suitable and relevant skills and
experience. The Chief Executive Officer Jens Montanana, the Chief Financial Officer Jurgens Myburgh, the Group Operations
Director Rob Evans and the Chief Risk Officer Simon Morris, and external and internal auditors 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. Attendance at committee meetings is set out on
page 55.
The committee meets three times a year. In the year under review and subsequently to the date of this report, the committee
has met five times, with all members in attendance. The Chairman of the committee reports on the committee’s activities at
each Board meeting.
The committee operates within defined terms of reference as set out in its charter and the authority granted to it by the
Board. The Audit, Risk and Compliance Committee Charter is reviewed annually to confirm compliance with King III and the
Companies Act and to ensure the incorporation of further best practice developments. (The charter is available at
www.datatec-group.com.)
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. Further, the committee is satisfied that it has complied with its legal
and regulatory responsibilities throughout that period.
Datatec’s operating subsidiaries each have an audit, risk and compliance committee, chaired during the year by the then
Datatec Chief Financial Officer, Rob Evans. Going forward these will be chaired by incoming Chief Financial Officer Jurgens
Myburgh. Full reports from these subcommittees 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 and annually reviews
the internal audit charter and recommends it to the Board.
The Audit, Risk and Compliance Committee is responsible for selecting the external auditor and recommending its
appointment to the shareholders. The committee monitors the external auditor.
In terms of the Companies Act and the JSE Listings Requirements the Audit, Risk and Compliance Committee has
considered and satisfied itself of the appropriateness of the expertise and experience of Rob Evans, who served as Chief
Financial Officer for the year under review. Further, the committee considers 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 annually. For the year under review, the committee is satisfied in this regard.
The committee assists the Board in reviewing the risk management process and significant risks facing the Group (see
pages 59 to 64). The committee sets the Group’s risk strategy with the executive directors and senior management, utilising
recognised risk management and internal control models and frameworks to maintain a sound system of risk management
and internal control. The Audit, Risk and Compliance Committee is satisfied that the appropriate risk management processes
are in place.
The Audit, Risk and Compliance Committee has further satisfied itself that Deloitte & Touche and MH Holme, the designated
auditor, are independent of the Company.
The committee is tasked with reviewing the interim and annual financial statements and Integrated Report. The Audit, Risk
and Compliance Committee recommended the annual financial statements for the year ended 28 February 2014, for
approval to the Board. The Board has subsequently approved the annual financial statements which will be presented
at the forthcoming Annual General Meeting.

CS Seabrooke
Audit, Risk and Compliance Committee
Chairman
Sandton
31 July 2014
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DIRECTORS’ REPORT
for the year ended 28 February 2014

PROFILE AND GROUP STRUCTURE
Datatec Group (the “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 Holdings Limited
and The 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 8 and 9. Full details of the financial position and
financial results of the Group are set out in the financial statements on pages 97 to 172.
SHARE CAPITAL
Authorised share capital
The authorised share capital of the Company as at 28 February 2014 and 28 February 2013 is R4 000 000 made up of
400 000 000 ordinary shares of one cent each.
Issued share capital
As at 28 February 2014, the issued share capital amounted to R1 971 427, divided into 197 142 685 ordinary shares of
one cent each (2013: R1 924 781 divided into 192 478 092 ordinary shares).
Share capital changes during the year
During the year, shares were issued to settle obligations in terms of the Datatec Share Option Scheme and other Group
share-based remuneration schemes and as part of the consideration for acquisitions.
Financial details of the movement in share capital have been reflected in the Group statement of changes in equity on
page 110, and in Note 15 in the annual financial statements.
DIRECTORS
Datatec announced that Rob Evans, the Group’s Chief Financial Officer, became Group Operations Director with effect
from 1 June 2014. He was succeeded by Jurgens Myburgh, who joined the Group as Chief Financial Officer designate
on 1 May 2014.
Full details of the current Board of Directors appear on pages 14 and 15 and 53 and 54. All directors, including nonexecutive 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 76 and 77 and in Note 23 to these annual financial statements on pages 138 to 142.
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 US$871,6 million
(2013: US$865,4 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 28 February 2014, the Group had cash balances on hand of
US$378,7 million (2013: US$313,8 million), bank overdrafts of US$420,4 million (2013: US$240,5 million) and unused
borrowing facilities of US$1 069 million (2013: US$911 million) of which US$857 million (2013: US$858 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 on 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 28 February 2014

ACQUISITIONS
The following acquisitions were concluded during the financial year ended 28 February 2014:
Westcon Group
The acquisition of Comztek Holdings (Pty) Limited (“Comztek”) was completed on 31 May 2013 for a total consideration of
US$8,7 million (R88 million). It distributes a range of hardware and software products focused on networking, security and
storage, data centre and software infrastructure and unified communications solutions. The Comztek business is being
integrated with Westcon South Africa (Pty) Limited (“Westcon SA”).
Logicalis Group
On 4 March 2013, Logicalis acquired the European subsidiaries of 2e2, excluding the UK business, for €24 million
(US$31 million) in cash. This acquisition expands the Logicalis European footprint and opens service opportunities in new
customer markets which can be developed across the Logicalis Group.
On 14 October 2013, Logicalis acquired iConsult (Jersey) Limited (“iConsult”), a provider of hosted desktop and mail
solutions. This acquisition enables Logicalis to provide cloud and hosted desktop services to the Channel Islands.
CORPORATE GOVERNANCE COMPLIANCE STATEMENTS
A statement on the Group’s corporate governance policies and procedures is set out in the governance section of the
Integrated Report on pages 53 to 55.
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 68 to 74.
EVENTS OCCURRING SUBSEQUENT TO THE YEAR-END
There were no material subsequent events.
CAPITAL DISTRIBUTION
The Group paid an interim capital distribution for the financial year to February 2014 to shareholders of 80 RSA cents
(approximately 8 US cents) per share on 2 December 2013. We have declared and distributed to shareholders a final capital
reduction in lieu of a dividend of 93 RSA cents (approximately 9 US cents) per share, making a total capital distribution to
shareholders for the financial year ended 28 February 2014 of 173 RSA cents (approximately 17 US cents) per share which
maintains our overall dividend in US Dollar terms at the same level as the prior year.
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 Wednesday, 17 September 2014 at the DaVinci Hotel & Suites, Nelson Mandela Square,
corner Maude and 5th Street, Sandown, Sandton, 2196, South Africa. Refer to the notice of AGM on pages 173 to 178 of
this Integrated Report for further details.
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GROUP AND COMPANY ACCOUNTING POLICIES
for the year ended 28 February 2014

BASIS OF ACCOUNTING AND REPORTING
The financial statements as set out on pages 97 to 172 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 SAICA Financial Reporting Guides as issued by the Accounting Practices
Committee and the Financial Reporting Pronouncements as issued by the Financial Reporting Standards Council.
ADOPTION OF NEW ACCOUNTING STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS
New standards and amendments to existing standards and interpretations
The Group and Company adopted the following amendments to accounting standards. The adoption of these standards did
not have a material impact on the Group and Company annual financial statements.
• IFRS 7 (Revised) Financial Instrument Disclosures (effective for accounting periods beginning on or after 1 January 2013)
• IFRS 10 Consolidated Financial Statements (effective for accounting periods beginning on or after 1 January 2013)
• IFRS 11 Joint Arrangements (effective for accounting periods beginning on or after 1 January 2013)
• IAS 16 Property, Plant and Equipment (effective for accounting periods beginning on or after 1 January 2016)
• IAS 38 Intangible Assets (effective for accounting periods beginning on or after 1 January 2016)
• IFRS 12 Disclosure of Interests in Other Entities (effective for accounting periods beginning on or after 1 January 2013)
• IFRS 13 Fair Value Measurement (effective for accounting periods beginning on or after 1 January 2013)
• IAS 19 (Revised) Employee Benefits (effective for accounting periods beginning on or after 1 January 2013)
• IAS 27 (Revised) Separate Financial Statements (effective for accounting periods beginning on or after 1 January 2013)
• IAS 28 (Revised) Investments in Associates and Joint Ventures (effective for accounting periods beginning on or after
1 January 2013)
• IAS 36 Impairment of Assets (effective for accounting periods beginning on or after 1 January 2014)
No new interpretations or amendments were adopted during the year.
New interpretations and standards not yet adopted
At the date of authorisation of these financial statements, the following new and revised standards and interpretations
applicable to the Group were in issue but not yet effective:
• IFRS 7 (Revised) Financial Instrument Disclosures – amendments on application of IFRS 9 (effective for accounting periods
beginning on or after 1 January 2015)
• IFRS 11 Joint Arrangements (effective for accounting periods beginning on or after 1 January 2016)
• IFRS 9 Financial Instruments (effective for accounting periods beginning on or after 1 January 2015)
• IAS 19 (Revised) Employee Benefits (effective for accounting periods beginning on or after 1 July 2014)
• IAS 32 Financial Instruments: Presentation (effective for accounting periods beginning on or after 1 January 2014)
• IAS 39 Financial Instruments: Recognition and Measurement (effective for accounting periods beginning on or after
1 January 2014)
• Amendments resulting from Annual Improvements 2010 – 2012 Cycle
• Amendments resulting from Annual Improvements 2011 – 2013 Cycle
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.
Some of the Group’s assets and liabilities are measured at fair value for financial reporting purposes.
In estimating the fair value of an asset or a liability, the Group uses market-observable data to the extent that it is available
and the Group also engages third parties to perform valuations.
Information about the valuation techniques and inputs used in determining the fair value of various assets and liabilities are
disclosed in the relevant notes.
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GROUP AND COMPANY ACCOUNTING POLICIES CONTINUED
for the year ended 28 February 2014

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:
• Estimates made in determining the recoverable amount of acquired intangible assets included in the statement of financial
position (disclosed in Note 10). 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.
• Estimates made in determining the recoverable amount of goodwill included in the statement of financial position
(disclosed in Note 9). Similar to acquired intangible assets, this requires an estimation of the value in use of the cashgenerating unit to which the goodwill is allocated. The Group’s cash-generating units are consistent with those segments
disclosed in Note 32 to these annual financial statements.
• 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 (disclosed in Note 12).
• 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.
• 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.
• Estimates made in determining the level of provision required for obsolete inventory and doubtful debts (disclosed in
Notes 13 and 14 respectively).
• Estimates made in determining changes in estimated useful lives and residual values of property, plant and equipment
(disclosed in Note 8).
• Estimates made of contingent liabilities disclosed (disclosed in Note 22).
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 in (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 nondistributable reserves.
The consolidated Group annual financial statements incorporate the financial statements of the Company and all enterprises
controlled by the Company during the reporting period.
Control is achieved when the Group:
• has power over the investee;
• is exposed, or has rights, to variable returns from its involvement with the investee; and
• has the ability to use its power to affect returns.
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The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to
one or more of the elements of control listed above. Consolidation of subsidiaries begins when the Group obtains control
over a subsidiary and ceases when the Group loses control of a subsidiary. Profit or loss and each component of other
comprehensive income are attributable to the owners of the Group and to the non-controlling interests. Total comprehensive
income of subsidiaries is attributable to the owners of the Group and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.
The operating results of Group entities are included from the effective dates of acquisition to the effective dates of disposal.
All significant inter-company transactions, balances, income and expenses are eliminated in full on consolidation.
When the Group loses control of a subsidiary, a gain or loss is recognised in profit or loss and is calculated as the difference
between (i) the aggregate of the fair value of the consideration received and the fair value of any retained interest and (ii) the
previous carrying amount of the assets (including goodwill), less liabilities of the subsidiary and any non-controlling interests.
All amounts previously recognised in other comprehensive income in relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets and liabilities of the subsidiary (i.e. reclassified to profit or loss or
transferred to another category of equity as specified/permitted by applicable IFRS).
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 acquisition method. The consideration transferred in
a business combination is measured as the aggregate of the fair values (at the date of exchange) of assets given, liabilities
incurred or assumed, and equity instruments issued by the Group in exchange for control of the acquiree. 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 consideration
transferred 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 consideration transferred, 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.
Intangible assets acquired in a business combination and recognised separately from goodwill are initially recognised at their
fair value at the acquisition date (which is regarded as their cost). Subsequent to initial recognition, intangible assets acquired
in a business combination are reported at cost less accumulated amortisation and accumulated impairment losses, on the
same basis as intangible assets that are acquired separately.
Contingent consideration is 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 assets or liabilities, 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.
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GROUP AND COMPANY ACCOUNTING POLICIES CONTINUED
for the year ended 28 February 2014

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
interests are adjusted to reflect the changes in their relative interests 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 the owners of the parent.
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 is accounted for at the net asset value and no goodwill is 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 at 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 loan is derecognised, at which time they are recognised as income or expenses. Exchange differences arising
on equity loans and the translation of foreign subsidiaries are classified as equity and transferred to the Group’s translation
reserve.
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. Exchange differences arising are recognised in other comprehensive
income and accumulated in equity.
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 less their residual value.
The basis of depreciation provided on property, plant and equipment is as follows:
Useful lives (years)
Office furniture and equipment
Motor vehicles
Computer equipment
Buildings
Leasehold improvements

2–6
2–4
2–6
20
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 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 impairment
review of property, plant and equipment is carried out when there is an indication that these may be impaired by comparing
the carrying amount thereof to its recoverable amount. 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 conditions:
(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; and
(e) Its ability to reliably measure the expenditure attributable to the intangible asset during its development.
Capitalised development assets are amortised using the straight-line method over their useful lives, which generally do not
exceed 10 years.
All other 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:
Useful lives (years)
Software
Other intangible assets

2–6
Maximum of 10

Intangible assets which do not meet the criteria listed above are recognised as expenses in the period in which they
are incurred.
GOODWILL
Goodwill represents the excess cost of an acquisition over the fair value of the Group’s share of the net identifiable assets of
the acquired subsidiary at the date of acquisition. For the purpose of impairment testing, goodwill is allocated to each of the
Group’s cash-generating units expected to benefit from the synergies of the combination. Goodwill is tested annually for
impairment and carried at cost less accumulated impairment losses. The carrying amount of goodwill (or relevant portion
thereof) is included in computing the gains and losses on the disposal of an entity.
Impairment tests are conducted annually or more frequently when an indication of impairment exists on goodwill attributed to
the cash-generating units, based on the value of future discounted cash flows and other appropriate methods.
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GROUP AND COMPANY ACCOUNTING POLICIES CONTINUED
for the year ended 28 February 2014

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
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. 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.
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
Financial assets and financial liabilities are recognised when a Group entity becomes a party to the contractual provisions
of the instruments.
In addition, for financial reporting purposes, fair value measurements are categorised into level 1, 2 or 3 based on the degree
to which the inputs to the fair value measurements are observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:
• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at
the measurement date;
• Level 2 inputs are inputs, other than quoted prices included within level 1, that are observable for the asset or liability,
either directly or indirectly; and
• Level 3 inputs are unobservable inputs for the asset or liability
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In estimating the fair value of an asset or a liability, the Group uses market-observable data to the extent it is available. Where
Level 1 inputs are not available, the Group engages third-party qualified valuers to perform the valuation. Information about
the valuation techniques and inputs used in determining the fair value of the assets and liabilities is disclosed in notes
19 and 24.
Measurement
Financial instruments are initially measured at fair value, which includes transaction costs. 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 on 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 initially recognised at cost, which approximates fair value, and are subsequently measured at amortised
cost using the effective interest rate method. The effective interest rate method is a method of calculating the amortised
cost of a financial asset or financial liability and of allocating interest income or expense over the period of the instrument.
Effectively this method determines the rate that exactly discounts the estimated future cash payments or receipts through
the expected life of the financial instrument or, if appropriate, a shorter period, to the net carrying amount of the financial
asset or liability.
A provision for impairment of trade receivables is established when there is objective evidence that the Group will not be able
to collect all the amounts due according to the original terms of the receivables. Objective evidence includes observable data
about the following loss events:
• Significant financial difficulty of the debtor
• Breach of contract
• Creditor granting concessions to the debtor which it would not normally consider but for the debtor’s financial difficulty
• It becomes probable that the debtor will enter bankruptcy or other financial reorganisation
• The disappearance of an active market for the debtor
• An increase in delayed payments from the debtor or an increase in the number of times the debtor exceeds its credit limit
In instances where there is clear and unassailable evidence that a trade receivable has been impaired and 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 reduces 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.
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GROUP AND COMPANY ACCOUNTING POLICIES CONTINUED
for the year ended 28 February 2014

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held on call with banks, other short-term highly liquid investments
with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown within borrowings in current
liabilities on the statement of financial position.
Borrowings
Borrowings are initially recorded at fair value, net of direct issue costs, and are subsequently measured at amortised cost
using the effective interest rate method. Finance charges, including premiums payable on settlement or redemption, are
accounted for on an accrual basis and are added to the carrying amount of the instrument to the extent that they are not
settled in the period in which they arise.
Trade payables
Trade payables are recognised initially at cost, which approximates fair value and are subsequently measured at amortised
cost using the effective interest rate method.
Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of the direct issue costs.
PROVISIONS
Provisions are recognised when the Group has a present legal or constructive obligation, as a result of past events, for which
it is probable that an outflow of economic benefits will be required to settle the obligation, and a reliable estimate can be
made for the amount of the obligation. Non-current provisions are adjusted to reflect the time value of money.
Present obligations arising under onerous contracts are recognised and measured as a provision. An onerous contract is
considered to exist where the Group has a contract under which the unavoidable costs of meeting the obligations under the
contract exceed the economic benefits expected to be received under it.
AMOUNTS OWING TO VENDORS
Amounts owing to vendors represent purchase considerations owing in respect of acquisitions. These purchase
considerations are to be settled with the vendors in cash or shares on fulfilment of agreed performance criteria. The amounts
classified as short term are interest free and will be settled within the next year. Amounts payable to vendors are included in
the purchase consideration at acquisition and, to the extent that agreed performance criteria are not met, affect the
statement of comprehensive income in the period in which that determination is made.
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.
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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 an agent, represents the invoiced value of sales and services rendered, excluding discounts and
sales-related taxes. Revenue from sales arrangements where the Group acts as agent is recognised on a net basis and the
commission or gross profit earned on these contracts is recognised as revenue. In respect of trading operations, revenue is
recognised at the date on which goods are delivered to customers or services are provided.
Revenue and profits from the rendering of services on long-term and fixed-price contracts are recognised on the percentage
of completion method, after providing for contingencies and once the outcome of the contract can be assessed with
reasonable assurance. The percentage of completion is measured by reference to milestones set out in each contract.
As soon as losses on individual contracts become evident, they are provided for in full.
Revenue from cost plus contracts is recognised by reference to the recoverable costs incurred during the period plus the
fee earned, measured by the proportion that costs incurred to date bear to the estimated total costs of the contract.
Within the Group, inter-company and inter-divisional revenue are eliminated on consolidation.
Interest received is accrued on a time basis, by reference to the principal outstanding and at the effective interest
rate applicable.
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 appropriate actuarial models. 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.

108

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Our performance

Governance

Our impacts

Annual financial
statements

Notices and
references

GROUP STATEMENT OF COMPREHENSIVE INCOME
for the year ended 28 February 2014

2014
US$’000

2013
US$’000

5 688 054
5 464 474
223 580
(4 846 618)

5 246 667
5 063 855
182 812
(4 466 333)

2

841 436
(660 624)
(5 547)

780 334
(583 663)
(11 133)

3
10

175 265
(47 735)
(5 473)

185 538
(44 165)
–

34

122 057
3 580
(25 168)
441
2 400
2 421
(21)
264
(1 778)

141 373
5 086
(26 993)
1 078
6 443
(505)
6 948
260
–

5

101 796
(37 496)

127 247
(42 163)

Profit for the year

64 300

85 084

Other comprehensive income
Items that may be reclassified subsequently to profit and loss
Exchange differences arising on translation to presentation currency
Translation difference on equity loans
Tax effect of equity loans translation
Transfers and other items

(48 271)
12 700
(3 301)
(566)

(45 925)
13 646
(2 386)
–

Total comprehensive income for the year

24 862

50 419

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

55 780
8 520

78 077
7 007

64 300

85 084

22 882
1 980

48 555
1 864

24 862

50 419

197
197
198

193
191
193

28,4
28,2

40,8
40,4

Notes
Revenue
Existing operations
Acquisitions
Cost of sales
Gross profit
Operating costs
Share-based payments
Operating profit before finance costs, depreciation and amortisation
(“EBITDA”)
Depreciation and amortisation
Intangible impairment
Operating profit
Interest income
Financing costs
Share of equity-accounted investment earnings
Acquisition-related fair value adjustments
Fair value adjustments on put option liabilities
Fair value adjustments on deferred purchase consideration
Other income
Loss on disposal of subsidiary company
Profit before taxation
Taxation

1

3
4
11

Total comprehensive income attributable to:
Owners of the parent
Non-controlling interests
Number of shares issued (millions)
– Issued
– Weighted average
– Diluted weighted average
Earnings per share (US cents)
– Basic
– Diluted

6
6
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GROUP STATEMENT OF FINANCIAL POSITION
as at 28 February 2014

Notes
ASSETS
Non-current assets
Property, plant and equipment
Goodwill
Capitalised development expenditure
Acquired intangible assets and software
Investments
Deferred tax assets
Other receivables and prepayments
Current assets
Inventories
Trade receivables
Current tax asset
Other receivables and prepayments
Cash and cash equivalents

8
9
10.1
10.2
11
12

13
14
26
30

Total assets
EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent
Share capital and premium
Non-distributable reserves
Foreign currency translation reserve
Share-based payment reserve
Distributable reserves
Non-controlling interest

15

Total equity
Non-current liabilities
Long-term liabilities
Liability for share-based payments
Amounts owing to vendors
Deferred tax liabilities
Other liabilities
Current liabilities
Trade and other payables
Short-term interest-bearing liabilities
Provisions
Amounts owing to vendors
Current tax liabilities
Bank overdrafts
Total equity and liabilities

16
19
12

17
17
18
19
26
20

2014
US$’000

2013
US$’000

673 650
65 282
438 198
45 099
53 664
7 054
53 909
10 444
2 318 374
432 594
1 312 771
14 197
180 144
378 668

661 324
62 476
426 622
49 599
50 684
6 613
49 961
15 369
2 028 740
362 172
1 172 335
18 586
161 801
313 846

2 992 024

2 690 064

871 617
122 936
49 697
(40 989)
(351)
740 324
52 868

865 433
160 820
25 292
(7 507)
(826)
687 654
51 578

924 485

917 011

94 131
17 359
7 501
2 447
66 052
772
1 973 408
1 490 238
27 611
13 416
7 497
14 208
420 438

84 324
10 419
12 317
3 050
57 147
1 391
1 688 729
1 390 908
15 276
10 997
9 649
21 369
240 530

2 992 024

2 690 064
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GROUP STATEMENT OF CHANGES IN EQUITY
for the year ended 28 February 2014

Foreign
currency
Share
Share translation
capital premium
reserve
US$’000 US$’000 US$’000

ShareNonbased
distributable payment
reserves reserve
US$’000 US$’000

Equity
attributable
to equity
holders
NonDistributable
of the controlling
reserves
parent
interest
US$’000
US$’000
US$’000

Total
equity
US$’000

Balance at 1 March 2012
Total comprehensive income/(expense)
recognised for the year
Profit attributable to the owners of the parent
Profit attributable to the non-controlling
interest
Translation of equity loans
Tax on translation of equity loans
Exchange differences arising on translation
to presentation currency
Transfers and other items
Translation of share capital and share premium
New share issues
Capital distributions
Acquisitions
Derecognition of put option liability
Disposals
Equity-settled deferred purchase consideration
Share-based payments

249

192 742

21 679

(6 113)

5 737

609 075

823 369

56 059

879 428

–
–

–
–

(29 186)
–

(502)
–

(336)
–

78 579
78 077

48 555
78 077

1 864
–

50 419
78 077

–
–
–

–
–
–

–
13 646
(2 386)

–
–
–

–
–
–

–
–
–

–
13 646
(2 386)

7 007
–
–

7 007
13 646
(2 386)

–
–
(38)
7
–
–
–
–
–
–

–
–
(29 247)
29 501
(32 394)
–
–
–
–
–

(40 446)
–
–
–
–
–
–
–
–
–

–
(502)
29 285
–
–
853
5 102
–
(3 333)
–

(336)
–
–
–
–
–
–
–
–
(6 227)

–
502
–
–
–
–
–
–
–
–

(40 782)
–
–
29 508
(32 394)
853
5 102
–
(3 333)
(6 227)

(5 143)
–
–
–
–
–
–
(6 345)
–
–

(45 925)
–
–
29 508
(32 394)
853
5 102
(6 345)
(3 333)
(6 227)

Balance at 28 February 2013

218

160 602

(7 507)

25 292

(826)

687 654

865 433

51 578

917 011

–
–

–
–

(33 482)
–

2 421
–

584
–

53 359
55 780

22 882
55 780

1 980
–

24 862
55 780

–
–
–

–
–
–

–
12 700
(3 301)

–
–
–

–
–
–

–
–
–

–
12 700
(3 301)

8 520
–
–

8 520
12 700
(3 301)

Total comprehensive income/(expense)
recognised for the year
Profit attributable to the owners of the parent
Profit attributable to the non-controlling
interest
Translation of equity loans
Tax on translation of equity loans
Gain/loss reclassified to profit and loss on
disposal of foreign operation
Exchange differences arising on translation
to presentation currency
Transfers and other items
Translation of share capital and share premium
New share issues
Capital distributions
Acquisitions
Recognition of put option liability
Derecognition of put option liability
Disposals
Transfers within classes of equity
Equity-settled deferred purchase consideration
Share-based payment expense
Share-based payment settlement

–

–

(566)

–

–

–

(566)

–

(566)

–
–
(39)
5
–
–
–
–
–
–
–
–
–

–
–
(28 797)
22 541
(31 594)
–
–
–
–
–
–
–
–

(42 315)
–
–
–
–
–
–
–
–
–
–
–
–

–
2 421
28 836
–
–
(2 009)
(1 864)
131
(265)
488
(3 333)
–
–

584
–
–
–
–
–
–
–
–
–
–
2 039
(2 148)

–
(2 421)
–
–
–
–
–
–
–
(689)
–
–
–

(41 731)
–
–
22 546
(31 594)
(2 009)
(1 864)
131
(265)
(201)
(3 333)
2 039
(2 148)

(6 540)
–
–
–
(4 327)
5 659
–
–
(2 022)
–
–
–
–

(48 271)
–
–
22 546
(35 921)
3 650
(1 864)
131
(2 287)
(201)
(3 333)
2 039
(2 148)

Balance at 28 February 2014

184

122 752

(40 989)

49 697

(351)

740 324

871 617

52 868

924 485

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
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 the shares that will eventually vest. A liability equal to the portion of services received is recognised at the current fair value determined at each reporting date for
cash-settled share-based payments.
Transfers and other items include fair value adjustments on put option liabilities of US$2,4 million (2013: US$0,5 million) that were transferred from non-distributable reserves to
distributable reserves.
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GROUP STATEMENT OF CASH FLOWS
for the year ended 28 February 2014

2014
US$’000

2013
US$’000

32 227
3 580
(25 168)
(45 073)

316 766
5 086
(26 993)
(53 195)

(34 434)

241 664

(16 544)
(32 753)
18
(8 831)
(1 944)
927

(74 509)
(26 294)
–
(19 229)
–
627

Net cash outflow from investing activities

(59 127)

(119 405)

Cash flow from financing activities
Net proceeds from shares issued
Capital distributions
Capital distributions paid to non-controlling interests
Amounts paid to vendors
Net inflow of short-term liabilities
Net inflow/(repayment) of long-term liabilities

12 664
(31 594)
(4 327)
(2 024)
4 759
4 164

441
(32 394)
–
(7 225)
–
(6 880)

Net cash outflow from financing activities

(16 358)

(46 058)
76 201
1 813
(4 698)
73 316

Notes
Cash flow from operating activities
Cash generated from operations
Interest income
Financing costs
Taxation paid

25

26

Net cash (outflow)/inflow from operating activities
Cash flow from investing activities
Cash outflows for acquisitions
Additions to property, plant and equipment
Proceeds on disposal of subsidiary
Increase to capitalised development expenditure
Additions to software
Proceeds on disposal of property, plant and equipment

27
28
31
10.1
10.2

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Translation differences on opening cash position

29

(109 919)
73 316
(5 167)

Cash and cash equivalents at the end of the year

30

(41 770)
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NOTES TO THE GROUP
ANNUAL FINANCIAL STATEMENTS
for the year ended 28 February 2014

1.

REVENUE
Revenue from sale of goods
Revenue from sale of services

2014
US$’000

2013
US$’000

5 101 011
587 043
5 688 054

4 765 236
481 431
5 246 667

2014
Weighted
Number
average
of shares
grant
(’000)
price
2.

2013
Weighted
Number
average
of shares
grant
(’000)
price

SHARE-BASED PAYMENTS
The Group plans are detailed in the Remuneration Report
on pages 68 to 72. They provide for a grant price equal
to 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 Scheme (“SARS”)
ZAR
ZAR
Outstanding at the beginning of the year
1 888
36,43
2 724
26,75
Granted during the year
912
50,25
726
44,55
Exercised during the year – weighted average share price
on exercise R58,28 (2013: R47,49)
(82)
27,43
(1 130)
18,40
Forfeited during the year
(373)
27,54
(432)
36,22
Outstanding at the end of the year
2 345
43,53
1 888
36,43
Exercisable at the end of the year
359
31,12
91
15,59
The SARs outstanding at 28 February 2014 comprised
grant prices in the range of R15,59 to R50,25 (2013:
R15,59 to R44,55) and had a weighted average
remaining contractual life of 5,1 years (2013: 4,72 years).
Datatec Long-Term Incentive Plan (“LTIP”)
Outstanding at the beginning of the year
1 236
1 493
Granted during the year
801
623
Settled during the year – share price on vesting R50,25
(2013: R44,55)
(311)
(796)
Forfeited during the year
–
(84)
Outstanding at the end of the year
1 726
1 236
Exercisable at the end of the year
–
–
The LTIP awards outstanding at 28 February 2014 had
been granted when the share price was in the range of
R34,27 to R50,25 (2013: R15,59 to R44,55) and had a
weighted average remaining contractual life of 1,5 years
(2013: 1,21 years).
Datatec Deferred Bonus Plan (“DBP”)
Outstanding at the beginning of the year
280
223
Granted during the year
55
155
Settled during the year – share price on vesting R50,25
(2013: R44,55)
(75)
(83)
Forfeited during the year
–
(15)
Outstanding at the end of the year
260
280
Exercisable at the end of the year
–
–
The DBP matching shares outstanding at 28 February 2014 had been granted when the share price was in the range
R34,27 to R50,25 (2013: R15,59 to R44,55) and had a weighted average remaining contractual life of 1,2 years
(2013: 1,5 years).
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2014
Weighted
Number
average
of shares
grant
(’000)
price
2.

SHARE-BASED PAYMENTS (continued)
Equity-settled schemes (continued)
Datatec Share Option Scheme
Outstanding at the beginning of the year
Exercised during the year
Forfeited during the year
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2013
Weighted
Number
average
of shares
grant
(’000)
price

171
(73)
(7)

ZAR
9,76
9,58
9,52

618
(436)
(11)

ZAR
9,38
9,20
10,74

Outstanding at the end of the year

91

9,94

171

9,76

Exercisable at the end of the year

91

9,94

171

9,76

The weighted average share price at the date of exercise for the share options exercised during the year was
R54,20 (2013: R44,69). The options outstanding at 28 February 2014 comprised grant prices in the range
of R9,05 to R12,04 (2013: R7,45 to R12,04) and had a weighted average remaining contractual life of 0,9 years
(2013: 1,9 years).
Fair value is measured by use of an actuarial binomial model for the equity-settled share-based payment schemes
with an additional Monte Carlo Simulation model used for the TSR performance condition on the LTIP as explained
on pages 68 to 72 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
16 May 2013
17 May 2012
Vesting date
16 May 2016
17 May 2015
Performance period (LTIP)
28 Feb 2013
29 Feb 2012
to
to
29 Feb 2016
28 Feb 2015
Share price grant (closing price)
R55,00
R45,08
Weighted fair value at grant date: SARs
R15,83
R15,83
LTIP
R21,91
R21,91
DBP
R45,08
R45,08
Risk-free rate (NACA) – 6 year SARs
6,07%
7,35%
Risk-free rate (NACA) – 3 year LTIP
5,27%
6,33%
Dividend yield – 3 year (NACA)
3,00%
3,00%
Volatility of Datatec
30%
35%
Correlation of TSR group with Datatec (average)
41%
47%
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 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 28 February 2014
2014
Weighted
Number
average
of shares
grant
(’000)
price
2.

2013
Weighted
Number
average
of shares
grant
(’000)
price

SHARE-BASED PAYMENTS (continued)
Cash-settled schemes
Westcon Group, Inc. Share Options
Outstanding at the beginning of the year
Exercised during the year
Forfeited during the year

–
–
–

US$
–
–
–

6,8
–
(6,8)

US$
25,60
–
25,60

Outstanding at the end of the year

–

–

–

–

Exercisable at the end of the year.
The remaining options expired on 30 June 2012.

–

–

–

–

Westcon Group, Inc. SAR Scheme
Outstanding at the beginning of the year
Granted during the year
Exercised during the year – exercise value US$79,50
(2013: US$80,60)
Forfeited during the year

562,0
173,5

US$
66,27
79,50

568,3
162,9

US$
57,95
80,60

(171,1)
(185,6)

57,62
71,43

(160,4)
(8,8)

51,67
60,49

Outstanding at the end of the year

378,8

73,70

562,0

66,27

Exercisable at the end of the year

147,4

66,15

239,1

56,57

182
–

US$
6,65
–

304
28

US$
4,97
9,40

(137)
–

5,90
–

(150)
–

3,74
–

45

8,95

182

6,65

–

–

–

–

The SARs outstanding at 28 February 2014 comprised
grant prices in the range of US$34,20 to US$80,60 (2013:
US$32,40 to US$80,60) and had a weighted average
remaining contractual life of 3,1 years (2013: 2,9 years).
Westcon Emerging Markets Group SAR Scheme
Outstanding at the beginning of the year
Granted during the year
Exercised during the year – share price on exercise
US$10,34 (2013: US$9,40)
Forfeited during the year
Outstanding at the end of the year
Exercisable at the end of the year
The SARs outstanding at 28 February 2014 comprised
grant prices in the range of US$8,23 to US$9,40 (2013:
US$5,90 to US$9,40) and had a weighted average
remaining contractual life of 3,0 years (2013: 2,7 years).
Westcon Africa SAR Scheme
Outstanding at the beginning of the year
Granted during the year
Exercised during the year – share price on exercise
US$21,60 (2013: US$18,26)

58
–

US$
12,54
–

60
18

US$
8,15
18,26

(20)

7,36

(20)

4,36

Outstanding at the end of the year

38

15,31

58

12,54

–

–

–

–

Exercisable at the end of the year
The SARs outstanding at 28 February 2014 comprised
grant prices in the range of US$12,72 to US$18,26 (2013:
US$7,36 to US$18,26) and had a weighted average
remaining contractual life of 2,8 years (2013: 3,3 years).

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Our performance

Governance

Our impacts

Annual financial
statements

2014
Weighted
Number
average
of shares
grant
(’000)
price
2.

SHARE-BASED PAYMENTS (continued)
Cash-settled schemes (continued)
Westcon South Africa SAR Scheme
Outstanding at the beginning of the year
Granted during the year
Exercised during the year – share price on exercise
R184,56 (2013: R147,56)
Forfeited during the year
Outstanding at the end of the year
Exercisable at the end of the year
The SARs outstanding at 28 February 2014 comprised
grant prices in the range of R112,47 to R147,56 (2013:
R93,56 to R147,56) and had a weighted average
remaining contractual life of 2,8 years (2013: 3,2 years).
Westcon Middle East SAR Scheme
Outstanding at the beginning of the year
Granted during the year
Exercised during the year – share price on exercise
US$63,66 (2013: US$58,69)
Forfeited during the year
Outstanding at the end of the year
Exercisable at the end of the year
The SARs outstanding at 28 February 2014 comprised
grant prices in the range of US$41,96 to US$58,69 (2013:
US$30,23 to US$58,69) and had a weighted average
remaining contractual life of 2,5 years (2013: 3,0 years).
Logicalis SAR Scheme
Outstanding at the beginning of the year
Granted during the year
Exercised during the year – share price on exercise
US$5,05 (2013: US$4,04)
Forfeited during the year
Outstanding at the end of the year
Exercisable at the end of the year
The SARs outstanding at 28 February 2014 comprised
grant prices in the range of US$1,90 to US$5,05 (2013:
US$1,90 to US$4,15) and had a weighted average
remaining contractual life of 4,8 years (2013: 4,1 years).
PromonLogicalis Latin America SAR Scheme
Outstanding at the beginning of the year
Granted during the year
Exercised during the year – share price on exercise
US$7,95 (2013: US$6,15)
Forfeited during the year
Outstanding at the end of the year
Exercisable at the end of the year
The SARs outstanding at 28 February 2014 comprised
grant prices in the range of US$1,93 to US$7,95 (2013:
US$1,93 to US$6,15) and had a weighted average
remaining contractual life of 5,1 years (2013: 5,4 years).
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2013
Weighted
Number
average
of shares
grant
(’000)
price

21
–

ZAR
123,82
–

55
11

ZAR
105,38
147,56

(4)
(9)
8
–

93,56
134,05
128,27
–

(14)
(31)
21
2

82,00
118,00
123,82
140,00

47
–

US$
48,11
–

56
8

US$
39,57
58,69

(15)
–
32
4

40,69
–
51,46
41,96

(17)
–
47
2

25,00
–
48,11
30,23

3 603
909

US$
3,65
5,05

4 279
813

US$
3,35
4,04

(1 624)
(137)
2 751
779

3,31
4,81
2,69
3,71

(1 086)
(403)
3 603
1 506

2,69
3,77
3,65
3,43

957
307

US$
4,58
7,95

994
359

US$
3,16
6,15

(227)
–
1 037
187

3,52
–
5,81
3,25

(353)
(43)
957
50

2,36
2,91
4,58
2,31
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NOTES TO THE GROUP
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014

2.

SHARE-BASED PAYMENTS (continued)
Cash-settled schemes (continued)
Analysys Mason Performance Share Scheme
Note: A proportion of this scheme is settled in Analysys
Mason equity
Outstanding at the beginning of the year
Granted during the year
Exercised during the year – share price on exercise
£13,06 (2013: £11,64)
Forfeited during the year

2014
Weighted
Number
average
of shares
grant
(’000)
price

2013
Weighted
Number
average
of shares
grant
(’000)
price

GBP

GBP

143
84

12,36
13,06

112
74

14,06
11,64

(24)
(30)

12,12
15,41

(22)
(21)

14,07
17,00

173

12,23

143

12,36

–

–

–

–

Analysys Mason Growth Share Plan
Outstanding at the beginning of the year
Issued during the year
Forfeited during the year

300
–
(110)

GBP
–
–
–

479
–
(179)

GBP
–
–
–

Outstanding at the end of the year

190

–

300

–

Exercisable at the end of the year

190

–

–

–

Intact Group SAR Scheme
Outstanding at the beginning of the year
Granted during the year
Forfeited during the year

10
–
–

GBP
2,47
–
–

26
–
(16)

GBP
2,47
–
2,47

Outstanding at the end of the year

10

2,47

10

2,47

–

–

–

–

Outstanding at the end of the year
Exercisable at the end of the year
The awards outstanding at 28 February 2014 had a
weighted average remaining contractual life of 1,6 years
(2013: 2,1 years).

The awards outstanding at 28 February 2014 had a
weighted average remaining contractual life of 5,0 years
(2013: 5,7 years).

Exercisable at the end of the year
The SARs outstanding at 28 February 2014 had a
grant price of £2,47 and a remaining contractual life
of 3,3 years (2013: 4,3 years).
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Fair value is measured by use of BlackScholes-Merton models for the cashsettled share-based payment schemes.
The main inputs into the models used by
subsidiaries, in addition to those recorded
above, fall into the following ranges:
Grant date
Vesting date
Risk-free rate
Expected life (years)
Divided yield
Volatility of subsidiary
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2014

2013

1 July 2013
30 June 2015 to 1 July 2018
0,50% – 9,72%
2,20 – 6,34
0,00% – 5,00%
25,00% – 40,00%

1 July 2012
30 June 2014 to 1 July 2017
0,30% – 8,16%
2,10 – 6,34
0,00% – 5,00%
30,10% – 45,00%

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.
2014
US$’000

2013
US$’000

Expense in respect of equity-settled schemes
Datatec Limited
Subsidiaries

1 815
224

1 962
34

Expense in respect of cash-settled schemes (all in subsidiaries)

2 039
3 508

1 996
9 137

5 547

11 133

Settlements of US$2,1 million have been made relating to equity-settled schemes for the year ended 28 February
2014 (2013: US$8,5 million).
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NOTES TO THE GROUP
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014

3.

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

2014
US$’000

2013
US$’000

5 580
263
227
36

5 238
364
300
64

5 843

5 602

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

3 654
17 553
–
132
5 021

3 302
14 495
1 826
20
4 106

Amortisation of capitalised development expenditure
Amortisation of software**
Amortisation of acquired intangible assets

26 360
6 309
1 698
13 368

23 749
4 908
–
15 508

Total depreciation and amortisation

47 735

44 165

Foreign exchange losses
Realised
Unrealised
Impairment losses recognised on trade receivables
Reversal of impairment losses on trade receivables

8 820
5 377
3 443
8 645
(1 932)

7 307
5 662
1 645
6 934
(475)

Fees for professional services
Administrative and managerial
Consulting
Accounting and advisory
Operating lease rentals
Office furniture, equipment and motor vehicles
Land and buildings
Computer equipment
Loss/(profit) on disposal of office furniture, equipment and motor vehicles

21 963
377
13 232
8 354
36 855
3 286
32 340
1 229
66

22 170
868
12 021
9 281
33 085
1 587
30 307
1 191
(13)

10 786
572 207

9 267
498 258

2 948
2 246
1 542
431
273

3 248
2 549
1 599
653
297

702

699

Retirement benefit contributions
Staff costs
Directors’ emoluments*
Executive directors
Salaries
Bonuses
Benefits
Non-executive directors’ emoluments – Fees

* Full details of directors’ emoluments are provided in Note 23 on pages 138 to 142.
**Software has been reclassified from property, plant and equipment to intangible assets (Notes 8 and 10).
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2014
US$’000

2013
US$’000

23 997
255
916

25 349
582
1 062

25 168

26 993

1 486
61
–

2 089
(304)
(37)

1 547

1 748

39 253
(4 942)
(3 286)
4 924

44 731
(1 397)
(3 257)
338

35 949

40 415

Total taxation charge

37 496

42 163

Reconciliation of taxation rate to profit before taxation
South African statutory tax rate
Permanent differences
Tax loss utilised
Foreign taxation rate differential
Tax losses and other deferred tax assets not recognised
Rate adjustment
Prior year adjustment

28,0%
2,3%
(1,8%)
2,1%
5,8%
0,4%
0,0%

28,0%
2,1%
(1,1%)
2,5%
2,4%
0,0%
(0,8%)

Effective taxation rate

36,8%

33,1%

Unutilised tax losses
Certain subsidiaries had tax losses at the end of the financial year that
are available to reduce the future taxable income of the Group and are
estimated to be:

66 694

52 170

Estimated future tax relief at an estimated tax rate of 16,3% (2013:
31,5%) is US$10,8 million (2013: US$16,4 million). Deferred tax assets of
US$7,6 million (2013: US$10,8 million) have already been recognised in
respect of a portion of these losses as set out in Note 12.

10 849

16 410

FINANCING COSTS
Bank overdrafts and trade finance
Finance leases
Debt issuance costs

TAXATION
5.1
Taxation charge
South African normal taxation:
Current taxation – Current year
Deferred taxation – Current year
– Prior year
Foreign taxation:
Current taxation – Current year
– Prior year
Deferred taxation – Current year
– Prior year

5.2
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If the fair value movements on put option liabilities, acquisition-related
fair value adjustments and loss on disposal of subsidiaries are
excluded from profit before tax, the effective tax rate would have been
37,1% (2013: 34,9%).
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NOTES TO THE GROUP
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014
2014
US$’000
6.

EARNINGS PER SHARE
Reconciliation of attributable profit to headline earnings
Profit for the year attributable to equity holders of the parent
Headline earnings adjustments:
Intangible impairment – gross
Intangible impairment – tax effect
Loss/(profit) on disposal of property, plant and equipment and investments:
– Gross
– Tax effect
– Non-controlling interest

2013
US$’000

55 780
6 303
5 473
(991)

78 077
(6)
–
–

1 844
(22)
(1)

(13)
8
(1)

Headline earnings

62 083

78 071

Reconciliation of headline earnings to underlying earnings
Underlying earnings adjustments:
Unrealised foreign exchange losses
Amortisation of acquired intangible assets
Fair value movements on acquisition-related financial instruments
Fair value movements on put/call arrangements

8 082
3 443
13 368
21
(2 421)

4 353
1 645
15 508
(6 948)
505

14 411
(6 406)
77

10 710
(6 460)
103

70 165

82 424

US cents
28,4
31,6
35,7

US cents
40,8
40,8
43,1

28,2
31,3
35,4

40,4
40,4
42,6

The diluted earnings metrics above are calculated using the weighted average
number of shares in issue during the year, taking into account the dilutive
effect of:
Shares related to share options
Shares related to share-based payment schemes

196 641 206
73 980
1 340 054

191 454 769
140 766
1 710 720

Diluted weighted average number of shares

198 055 240

193 306 255

Tax effect
Non-controlling interest
Underlying earnings
Basic earnings per share
Headline earnings per share
Underlying earnings per share
The earnings metrics above are calculated on the weighted average number of
shares in issue during the year of 196 641 206 (2013:191 454 769).
Diluted earnings per share
Diluted headline earnings per share
Diluted underlying earnings per share

Included in the weighted average number of shares at 28 February 2013 were 605 901 shares weighted in relation to
shares that were considered contingently issuable and were included in the calculation of basic, headline and
underlying earnings per share for 2013. The 605 901 shares were issued in December 2013 and no other
contingently issuable shares existed at year-end.

7.

INTEREST IN PROFITS AND LOSSES OF SUBSIDIARIES
Interest in the aggregate amount of profits and losses of subsidiaries after
taxation
Profits – continuing operations
Losses – continuing operations

2014
US$’000

2013
US$’000

56 038
(10 645)

81 868
(3 651)

45 393

78 217
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8.

PROPERTY, PLANT
AND EQUIPMENT
Office furniture,
equipment and
motor vehicles
Computer equipment
Software
Leasehold
improvements
Land and buildings
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2013
US$’000

Cost

Accumulated
depreciation

Net
book
value

Cost

Accumulated
depreciation

Net
book
value

34 271
122 356
–

18 644
100 088
–

15 627
22 268
–

32 362
110 348
11 958

16 678
89 601
6 429

15 684
20 747
5 529

45 734
5 311

23 385
273

22 349
5 038

35 341
4 984

19 789
20

15 552
4 964

207 672

142 390

65 282

194 993

132 517

62 476

Included in property, plant and equipment are assets held under finance lease agreements with a book value of
US$7,8 million (2013: US$5,1 million) which are encumbered as security for liabilities under finance lease agreements
as stated in Note 16. A register of land and buildings is maintained at the registered office of Westcon and may be
inspected by shareholders or their duly authorised agents.
Office
furniture,
equipment
and motor
vehicles

Computer
equipment

Balance at 1 March 2012
Subsidiaries acquired
Additions
Translation differences
Disposals
Transfers
Depreciation

16 040
906
3 652
(741)
(125)
(746)
(3 302)

Balance at 28 February 2013
Subsidiaries acquired
Subsidiaries disposed
Additions
Translation differences
Disposals
Transfers
Software reclassified as
intangible assets
Depreciation
Balance at 28 February 2014

Movement of property,
plant and equipment
US$’000

Software

Leasehold
improvements

Land and
buildings

Total

16 764
393
17 192
512
(489)
870
(14 495)

5 671
137
1 857
(232)
–
(78)
(1 826)

16 670
281
3 593
(840)
–
(46)
(4 106)

–
4 946
–
38
–
–
(20)

55 145
6 663
26 294
(1 263)
(614)
–
(23 749)

15 684
449
(48)
3 360
(154)
(140)
130

20 747
921
(479)
19 071
180
(815)
196

5 529
–
–
–
–
–
–

15 552
1 413
(117)
10 322
(1 162)
(38)
1 400

4 964
–
–
–
206
–
–

62 476
2 783
(644)
32 753
(930)
(993)
1 726

–
(3 654)

–
(17 553)

(5 529)
–

–
(5 021)

–
(132)

(5 529)
(26 360)

15 627

22 268

–

22 349

5 038

65 282
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NOTES TO THE GROUP
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014
9.

GOODWILL
The Group completed its annual impairment tests for goodwill. External valuations are performed for each of the
cash-generating units and compared to the goodwill and external net asset value. The impairment tests are
performed at the cash-generating unit level. As a result of the impairment analysis, it was concluded that no
impairments were required for the period. Goodwill has been allocated for impairment testing purposes to the
Westcon, Logicalis and Consulting Services cash-generating units. The recoverable amount of each cash-generating
unit is determined based on a value-in-use calculation which is based on three-year cash flow projections, a terminal
growth rate and a discount rate as determined by each of the independent valuations. Management in the divisions
believe 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 units.
2014
US$’000

2013
US$’000

Net book value
At the beginning of the year
Arising on acquisition of subsidiaries
Disposals
Purchase price adjustment
Translation

438 198
426 622
12 882
(3 742)
–
2 436

426 622
377 869
57 569
–
(489)
(8 327)

Balance at the end of the year
Goodwill at cost
Accumulated impairment
Per segment:
Westcon
Logicalis
Consulting Services

438 198
514 416
(76 218)
438 198
235 579
181 509
21 110

426 622
502 840
(76 218)
426 622
239 995
168 217
18 410

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

Weighted average cost of capital
Revenue growth rate
Terminal growth rate

Westcon

Logicalis

Consulting
Services

13,5%
8,3%
3,0%

13,0%
8,9%
2,5%

13,0%
7,0%
2,0%
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2014
US$’000
10.

INTANGIBLE ASSETS
10.1 Capitalised development expenditure
Capitalised development expenditure relates to software in Westcon which
has been capitalised. Westcon is in the process of transitioning its existing
global ERP system to a new SAP-based platform. SAP-related capital
expenditure was US$6,1 million (2013: US$17,7 million).
Net book value
At the beginning of the year
Amounts capitalised
Disposals
Impairment
Subsidiaries acquired
Transfers
Translation
Amortisation

10.2
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2013
US$’000

45 099
49 599
8 831
(2)
(5 473)
177
(1 772)
48
(6 309)

49 599
34 117
19 229
(150)
–
1 715
–
(404)
(4 908)

Balance at the end of the year
Intangibles at cost
Accumulated amortisation and impairment

45 099
95 906
(50 807)

49 599
94 097
(44 498)

During the financial year, Westcon identified indicators of an impairment of
capitalised development expenditure. The recoverable amount of the asset
was assessed by reference to the fair value less costs to sell using
discounted cash flow projections. The methodology and inputs for the
discounted cash flow projections were consistent with the key assumptions
for Westcon that were used in their other value-in-use calculations. As a
result of the impairment analysis, it was determined that the capitalised
development expenditure was impaired. Accordingly, an impairment loss of
US$5,5 million was recorded in the statement of comprehensive income.
Acquired intangible assets and software
10.2.1 Trademarks, marketing, customer and vendor relationships
Net book value
At the beginning of the year
Arising on acquisition of subsidiaries
Translation
Amortisation

48 020
50 684
10 925
(221)
(13 368)

50 684
41 772
25 424
(1 004)
(15 508)

48 020
165 101
(117 081)

50 684
154 289
(103 605)

Balance at the end of the year
Intangibles at cost
Accumulated amortisation and impairment
10.2.2

Software
Net book value
Software at cost reclassified from property, plant and
equipment
Accumulated depreciation at cost reclassified from property,
plant and equipment
Subsidiaries acquired
Additions
Transfers from property, plant and equipment
Translation
Amortisation

5 644

–

11 958

–

(6 429)
3
1 944
46
(180)
(1 698)

–
–
–
–
–
–

Total acquired intangible assets and software
53 664
50 684
Balance at the end of the year
5 644
–
Software at cost
13 129
–
Accumulated amortisation
(7 485)
–
At the beginning of the year, software was reclassified from property, plant and equipment to other
intangible assets to better reflect the nature of these assets.
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NOTES TO THE GROUP
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014
11.

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

Name
Equity-accounted:
Neteks (Joint venture)
Cornwall Energy Associates
(Associate)
Cost-accounted:
SJ Associates (Hemingford)
Limited (Investment)

Ownership
2014
2013
%
%

Fair value
2014
2013
US$’000
US$’000

Country

Nature of
business

Turkey

D

50

50

5 892

5 580

UK

C

30

30

918

789

UK

C

10

10

244

244

7 054

6 613

D – Distribution
C – Consulting Services
Neteks is an Istanbul-based networking and security distributor. An agreement is in place whereby both Datatec and
Turkish-listed group Index have joint control of the entity. Datatec and Index have rights to the net assets of the
arrangement rather than rights to the assets and joint obligations for the liabilities. Accordingly, it is considered a joint
venture and is therefore equity-accounted.
Summarised financial information in respect of the above equity-accounted investments and joint ventures:
2014
US$’000

2013
US$’000

49 414
(42 153)

37 231
(30 983)

Net assets

7 261

6 248

Group’s share of net assets

3 470

3 035

92 192
1 020

77 927
2 367

441

1 078

Total assets
Total liabilities

Total revenue
Profit for the year
Group’s share of profits after tax
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DEFERRED TAX ASSETS/(LIABILITIES)
12.1 Movement of deferred tax assets
Balance at the beginning of the year
Arising on acquisition of subsidiaries
Arising on disposal of subsidiaries
Credit to profit and loss
Credit/(charge) to other comprehensive income
Translation and other movements
Analysis of deferred tax assets
Capital allowances
Expense accruals and similar items
Effect of tax losses
Goodwill and intangible assets
Other temporary differences

12.2

Movement of deferred tax liabilities
Balance at the beginning of the year
Arising on acquisition of subsidiaries
Disposal of subsidiaries
Charge to profit and loss
Charge to other comprehensive income
Translation and other movements
Analysis of deferred tax liabilities
Capital allowances
Goodwill and intangible assets
Other temporary differences
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2014
US$’000

2013
US$’000

49 961
4 336
(292)
3 441
591
(4 128)

37 229
3 462
–
14 403
(2 386)
(2 747)

53 909

49 961

1 497
38 189
7 563
2 971
3 689

726
32 546
10 804
2 598
3 287

53 909

49 961

(57 147)
(2 183)
30
(5 140)
(1 904)
292

(39 688)
(6 972)
–
(11 143)
–
656

(66 052)

(57 147)

(10 912)
(46 350)
(8 790)

(8 502)
(40 172)
(8 473)

(66 052)

(57 147)
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NOTES TO THE GROUP
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014

13.

2014
US$’000

2013
US$’000

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

11 517
4 766
51 674
381 114

8 166
5 445
48 821
315 773

Inventory provisions

449 071
(16 477)

378 205
(16 033)

432 594

362 172

Obsolete inventory amounting to US$3,3 million (2013: US$2,4 million) was written off during the year.
During the year, inventories of US$4 074 million (2013: US$3 999 million) were recognised as an expense.
Westcon has certain return arrangements with its major vendors to reduce the risk of technological obsolescence.
One of Westcon’s European subsidiaries has an inventory purchase financing agreement with two financing
companies for a specific vendor’s purchases for a maximum of US$325 million (2013: US$64 million) which extends
payment terms from 30 to 60 days. The agreement may be cancelled at any time with a 60-day notice by either
Westcon or the vendor. As at 28 February 2014, US$188,7 million (2013: US$46,3 million) was outstanding and is
included in accounts payable.
Westcon’s Latin American subsidiaries have an arrangement with a financing company to provide up to an
aggregate of US$85 million (2013: US$85 million) of vendor inventory purchase financing which effectively enables
Westcon to obtain extended payment terms to up to 90 days on inventory it purchases from its major vendor for
these subsidiaries. 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,
terminate the financing. The term of the facility is one year with the option to renew. As at 28 February 2014,
$25,3 million (2013: US$35,0 million) was outstanding and is included in accounts payable.
Westcon’s Singapore subsidiary has two inventory purchase financing agreements for purchases with two vendors
for a maximum of US$37 million (2013: US$39 million) which extend payment terms from 30 days to 90 days. The
agreements may be cancelled at any time with a 60-day notice by either Westcon or the vendors. As at 28 February
2014, US$14,6 million (2013: US$20,9 million) was outstanding and is included in accounts payable.
Some of Westcon’s other Asia-Pacific subsidiaries have inventory purchase financing agreement for specific vendors’
purchases for a maximum of US$14 million (2013: US$13 million) which extend payment terms from 30 days to
60 days. The agreements may be cancelled at any time with a 60-day notice by either Westcon or the vendors. As at
28 February 2014, US$7,5 million (2013: US$9,3 million) was outstanding and is included in accounts payable.
One of Westcon’s AME subsidiaries has an inventory purchase financing agreement for a specific vendor’s purchases
for a maximum of US$8 million (2013: US$12 million) which extends payment terms from 30 days to 90 days. The
agreement may be cancelled at any time with a 60-day notice by either Westcon or the vendor. As at 28 February
2014, US$7,0 million (2013: US$7,9 million) was outstanding and is included in accounts payable.
One of Westcon’s AME subsidiaries has an inventory purchase financing agreement for a specific vendor’s purchases
for a maximum of US$20 million (2013: US$20 million) which extends payment terms from 60 days to 90 days. The
agreement may be cancelled at any time with a 60-day notice by either Westcon or the vendor. As at 28 February
2014, US$9,9 million (2013: US$0,5 million) was outstanding and is included in accounts payable.
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2014
US$’000

2013
US$’000

1 326 502
(13 731)

1 189 090
(16 755)

1 312 771

1 172 335

All trade receivables represent financial assets of the Group and are classified as loans and are measured at
amortised cost. The carrying value of trade receivables balances approximates their fair value.
Trade receivables are assessed and provided for based on estimated irrecoverable amounts from the sale of goods
and services determined by reference to past default experience, with particular focus on trade receivables older than
90 days.
Before accepting any new customer, use is made of local external credit agencies where necessary, to assess
the potential customer’s credit quality and to 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 trade receivables with a carrying amount of US$361,3 million
(2013: US$327,8 million) which are past due at the reporting date for which the Group has not provided, as there has
not been a significant change in credit quality and the amounts are still considered recoverable. The Group does not
hold any collateral over these balances. However, the weighted average write-off rate over recent years across all
classes of trade receivables is 0,2% (2013: 0,2%). The Group is therefore confident that it has provided adequately
for any possible bad debt write-offs, as the receivables allowance exceeds this write-off rate.
Analysis of the age of financial assets that are past due but not impaired:
US$’000
2013
One month past due
Two months past due
Three months past due
Four months and greater past due

2014
One month past due
Two months past due
Three months past due
Four months and greater past due

North
America

Latin
America

Europe

AsiaPacific

AME

Total

41 208
13 658
4 933
17 997

36 208
18 548
9 168
13 777

56 222
7 446
2 969
4 565

22 555
6 802
3 248
11 598

31 652
4 779
8 321
12 145

187 845
51 233
28 639
60 082

77 796

77 701

71 202

44 203

56 897

327 799

40 344
5 371
2 964
5 431

32 070
21 583
7 336
21 314

75 325
12 079
4 609
7 988

22 397
8 581
2 770
14 480

50 741
10 298
8 555
7 056

220 877
57 912
26 234
56 269

54 110

82 303

100 001

48 228

76 650

361 292
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14.

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

Latin
America

Europe

AsiaPacific

AME

Total

Balance at 1 March 2012
Impairment losses recognised on receivables
Impairment losses reversed
Bad debt write-offs
Exchange gains and losses

(2 380)
(2 986)
147
777
23

(2 555)
(1 310)
3
572
211

(1 798)
(1 741)
241
695
(106)

(1 142)
(359)
74
204
34

(5 421)
(538)
10
507
83

(13 296)
(6 934)
475
2 755
245

Balance at 28 February 2013
Impairment losses recognised on receivables
Impairment losses reversed
Disposal of subsidiary
Bad debt write-offs
Exchange gains and losses

(4 419)
(1 228)
55
–
2 839
283

(3 079)
(1 468)
–
–
350
918

(2 709)
(3 865)
1 816
–
1 458
(236)

(1 189)
(776)
41
–
55
537

(5 359)
(1 308)
20
2 076
1 563
(106)

(16 755)
(8 645)
1 932
2 076
6 265
1 396

Balance at 28 February 2014

(2 470)

(3 279)

(3 536)

(1 332)

(3 114)

(13 731)

US$’000

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 no
further receivables allowance is required.
Analysis of impaired trade receivables
Included in the allowance for doubtful debts are individually impaired trade receivables with balances of
US$19,5 million (2013: US$10,4 million). The impairment recognised represents the difference between the carrying
amount of these trade receivables and the present value of any expected collections.
US$’000
2013
Gross value of receivables that have been
individually impaired
Impairment allowance against these
receivables

2014
Gross value of receivables that have been
individually impaired
Impairment allowance against these
receivables

North
America

Latin
America

Europe

AsiaPacific

AME

Total

6 894

3 635

3 044

7 617

5 997

27 187

(4 419)

(3 079)

(2 709)

(1 189)

(5 359)

(16 755)

2 475

556

335

6 428

638

10 432

10 483

3 436

6 034

4 734

8 556

33 243

(2 470)

(3 279)

(3 536)

(1 332)

(3 114)

(13 731)

8 013

157

2 498

3 402

5 442

19 512

The Group does not hold any collateral against these specific trade receivables.
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Authorised share capital
400 000 000 (2013: 400 000 000) ordinary shares of R0,01 each
Issued share capital
197 142 685 (2013: 192 478 092) ordinary shares of R0,01 each
Share premium
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2014
US$’000

2013
US$’000

184

218

122 752

160 602

122 936

160 820

Number
of shares

Share
capital
US$’000

Share
premium
US$’000

Balance at 1 March 2012
Issue of shares for share options
Issue of shares for share schemes
Issue of shares for acquisitions
Capital distributions
Effects of foreign currency translation

186 527 779
435 435
1 410 049
4 104 829
–
–

249
*
2
5
–
(38)

192 742
440
7 721
21 340
(32 394)
(29 247)

Balance at 28 February 2013
Issue of shares for share options
Issue of shares for share schemes
Issue of shares for acquisitions
Issue of shares for placement
Capital distributions
Effects of foreign currency translation

192 478 092
73 100
619 118
1 472 375
2 500 000
–
–

218
*
*
1
2
–
(37)

160 602
68
3 140
6 739
12 594
(31 594)
(28 797)

Balance at 28 February 2014

197 142 685

184

122 752

Share capital and share premium are in the Rand denominated books of the holding company and are translated into
US$ each year in the Group accounts in accordance with the accounting policy.
During the year ended 28 February 2014, 73 100 shares were issued to settle exercises of options under the old
share option scheme; 619 118 shares were issued in settlement of exercises of SARs, LTIP conditional awards and
DBP matching shares under the current share schemes; and the following shares were issued in respect of
acquisition activities in subsidiaries:
Shares for acquisitions
113 868
752 606
605 901

Issue price (ZAR)

Acquired company

R51,16
R53,15
R37,17

The Via Group, Inc.
Comztek Holdings (Pty) Limited
Netarx LLC

1 472 375
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 28 February 2014, 13 219 119 (2013: 13 146 019)
of the outstanding share options had been exercised and shares issued in settlement. As at 28 February 2014,
90 850 (2013: 171 050) share options had been granted but had not yet been exercised or lapsed. The shares
issued in settlement of exercises of SARs, LTIP conditional awards and DBP matching shares under the current share
schemes have been issued under the authority of the shareholders’ approval for those schemes given at the Annual
General Meeting on 14 September 2011.
As of 28 February 2014, the Group held 203 740 (2013: 14 274) 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 US$25 567 (2013: US$35 316).
* Less than US$1 000.
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2014
US$’000
16.

2013
US$’000

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

5 577
6 059
(482)
28 664
–

7 293
7 734
(441)
7 283
2 369

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

34 241
(16 882)

16 945
(6 526)

Long-term portion

17 359

10 419

Repayable between one and two years
Repayable between two and three years
Repayable between three and four years
Repayable between four and five years
Repayable after five years

15 589
695
367
252
456

6 447
3 582
173
119
98

17 359

10 419

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 US$7,8 million (2013: US$5,1 million). The final repayment
date is December 2015.
Secured loans:
In 2011, Westcon entered into an US$11,9 million loan 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 loan
requires scheduled amortisation, as defined, which requires Westcon to make annual payments of US$2,4 million
beginning in October 2011. The loan bears interest of 4,0% per annum and matures in October 2015. In 2014,
Westcon repaid the annual principal amount of US$2,4 million and interest of US$0,3 million. At 28 February 2014,
US$4,8 million (2013: US$7,3 million) was outstanding.
Westcon’s Afina subsidiaries in Europe have various loans with financial institutions totalling US$15,5 million.
The loans bear interest at rates between 0,68% and 6,91% and mature between March 2015 and May 2024.
At 28 February 2014, US$13,3 million (2013: US$2,4 million) was outstanding.
Comztek (Pty) Limited has a loan which is repayable every three years and bears interest at 9,6%. At 28 February
2014, US$10,6 million (2013: N/A) was outstanding.
All other long-term liabilities consist of finance leases.
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TRADE AND OTHER PAYABLES
Trade and other payables
Trade payables
Deferred revenue
Accruals VAT/sales tax
Accruals and sundry creditors
Liability for share-based payment (current portion)
Short-term interest-bearing liabilities
Unsecured short-term funding incurred for Afina purchase
Unsecured short-term funding incurred for Comztek purchase
Current portion of long-term liabilities (Note 16)
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2014
US$’000

2013
US$’000

1 490 238
1 099 847
78 898
35 972
269 912
5 609
27 611
6 250
4 479
16 882

1 390 908
1 057 551
62 537
38 202
225 634
6 984
15 276
8 750
–
6 526

1 517 849

1 406 184

The carrying value of liabilities approximates their fair value. Trade accounts payable will be settled in the normal
course of business.
Short-term interest-bearing liabilities
Unsecured loans:
One of Westcon’s European subsidiaries entered into a US$10 million loan which requires the subsidiary to
make quarterly payments of US$0,6 million. The loan is callable on demand and US$2,7 million was repaid during
the year. At 28 February 2014, US$6,3 million (2013: US$8,8 million) was outstanding.
Datatec Limited entered into a US$4,5 million loan for the acquisition of Comztek Holdings (Pty) Limited. The loan
bears interest at Johannesburg InterBank Agreed Rate (“JIBAR”) plus 2,25% and is repayable on 30 June 2014.
At 28 February 2014, US$4,5 million (2013: N/A) was outstanding.

Restructuring

Legal
claims
and
costs

VAT/
sales
tax

Onerous
contracts

Dilapidations

Other

Total

PROVISIONS
Balance at 1 March 2012
Amounts added
Utilised
Amounts reversed
Translation and other

830
2 574
(1 230)
(257)
(14)

86
115
(12)
–
(9)

660
290
(244)
–
–

901
246
(815)
–
(18)

6 143
415
(914)
(124)
(268)

3 024
81
(445)
–
(18)

11 644
3 721
(3 660)
(381)
(327)

Balance at 28 February 2013
Acquisitions
Amounts added
Utilised
Amounts reversed
Translation and other

1 903
–
3 759
(3 176)
(320)
(24)

180
–
110
(76)
(9)
88

706
–
1 160
(584)
–
122

314
–
–
(240)
(90)
16

5 252
369
494
(925)
(1 721)
385

2 642
126
3 438
(174)
(159)
(150)

10 997
495
8 961
(5 175)
(2 299)
437

Balance at 28 February 2014

2 142

293

1 404

–

3 854

5 723

13 416

US$’000
18.

Restructuring provisions include expected costs for certain restructuring activities of the Group 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. VAT/sales tax provisions relate to provisions for
potential taxes in a number of jurisdictions. Onerous contract provisions relate to building rentals where the costs of
the rentals exceed the economic benefits expected to be received therefrom. Dilapidations relate to provisions where
the Group is expected to restore certain leased property to its original condition. Other provisions include asset
retirement obligations, vendor credits and waste reserves.
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19.

AMOUNTS OWING TO VENDORS
Long-term portion
Short-term portion

2014
US$’000

2013
US$’000

2 447
7 497

3 050
9 649

9 944

12 699

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 achievement of agreed performance criteria. The amounts owing are
interest free.
On 1 July 2011, Logicalis acquired the business and assets of Netarx LLC (“Netarx”). The consideration payable
included a maximum potential contingent consideration of US$6 million. The criteria for the payment of the contingent
consideration were met and the remainder of the contingent consideration was settled in the current financial year.
In November 2011, Westcon SA purchased Sentronics Security Distribution (Pty) Limited (“Sentronics”), a South
African security distributor. Deferred consideration was payable linked to a two-year earn-out period based on certain
criteria being met in the two years. Due to a lower-than-expected performance by Sentronics in the current and prior
financial years, the criteria were not met, and a fair value adjustment of US$0,6 million was credited to the statement
of comprehensive income in the current year (2013: US$0,6 million).
On 12 March 2012, Westcon acquired PT Netpoleon, an Indonesian value-added distributor of IT security, networking
and convergence solutions. The consideration payable comprised an initial cash consideration of US$2,3 million,
Datatec shares to the value of US$1 million and deferred cash consideration up to a maximum of US$1,8 million
payable for each of the financial years 2013, 2014 and 2015. Based on management’s estimations, it is envisaged
that the entire contingent consideration will become payable.
On 2 July 2012, Westcon acquired Afina Group, a Latin American and Iberian multinational distributor of security,
virtualisation and data centres. The consideration payable comprised an initial cash consideration of US$38 million,
Datatec shares to the value of US$12,8 million and deferred consideration up to a maximum of US$12,6 million
payable upon the attainment of certain profit conditions for the company’s financial years ended 31 December 2012
and 31 December 2013. Afina failed to achieve its stipulated profit target for the year ended 31 December 2012, and
this resulted in a fair value adjustment of US$6,3 million credited to the statement of comprehensive income in the
prior year. Afina achieved its stipulated profit target for 31 December 2013, therefore the deferred consideration of
US$6,3 million has become payable.
On 16 July 2012, Westcon acquired Triple AcceSSS IT Distributions and Dienstleistungs GmbH and its subsidiary, a
security product distributor based in Austria and Switzerland. The consideration payable comprised an initial cash
consideration of US$0,9 million and deferred cash consideration up to a maximum of US$0,9 million payable for the
company’s financial year ended 30 June 2013. All conditions were met, therefore the full deferred consideration was
settled in the current financial year.
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 subsequent changes in fair value reported in the statement of
comprehensive income. The amount recorded in the statement of comprehensive income in FY14 is a charge of
US$2,4 million (2013: US$0,5 million).
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AMOUNTS OWING TO VENDORS (continued)
On 29 November 2012, Datatec acquired Comztek for a consideration of US$8,7 million. The acquisition became
effective on 31 May 2013. At the same time, members of the Comztek management team (“the Management
Shareholders”) entered into a Put and Call Option Agreement whereby the Management Shareholders granted call
options to Westcon Emerging Markets Group (Pty) Limited (“WEMG”) requiring all of their Westcon SA shares and
WEMG granted put options to each of the Management Shareholders requiring WEMG to purchase all of their
Westcon SA shares. The call option granted WEMG the right to purchase all the shares held by the Management
Shareholders at a defined strike price. The option period is 29 November 2012 to 31 May 2015.
The put option related to Inflow Technologies Private Limited has expired as part of the disposal of the India investment.
The amount included in the closing balance in respect of the fair value for put option liabilities is US$1,8 million
(2013: US$2,6 million).
Amounts owing to vendors are classified as financial liabilities with fair value through profit or loss. They are classified
as Level 2 financial instruments, whose fair value measurements are derived from inputs that are observable for the
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

20.

2014
US$’000

2013
US$’000

420 438

240 530

BANK OVERDRAFTS
Total bank overdrafts at year-end

Group and other holdings
Datatec Limited has general short-term banking facilities amounting to R30 million, the equivalent of US$2,8 million
(2013: R30 million or US$3,4 million) with The Standard Bank of South Africa Limited, bearing interest at the South
African prime interest rate (9,0% as at 28 February 2014 and 8,5% as at 28 February 2013).
Datatec Limited also has access to an uncommitted lending facility amounting to R30 million the equivalent of
US$2,8 million (2013: R30 million or US$3,4 million) with Investec Bank Limited in South Africa, bearing interest
at the South African prime rate (9,0% as at 28 February 2014 and 8,5% as at 28 February 2013). As at 28 February
2014, no amount was drawn (2013: Rnil).
Westcon
Westcon has a US$270 million (2013: US$250 million) revolving credit facility (the “Revolver”) with various US and
Canadian lenders which has a five-year term and matures in December 2016. It includes an accordion feature which
gives Westcon the right to require the lead bank to increase the facility by up to an additional US$50 million
(2013: US$50 million).
The Revolver allows for the issuance of irrevocable commercial or standby letters of credit of up to US$50 million
(2013: US$50 million). As at 28 February 2014, US$0,6 million (2013: US$1,6 million) in letters of credit were
outstanding, which reduced the amount available under the Revolver.
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 0,5% per annum, and (iii) the LIBOR rate for
a one-month LIBOR period plus 1,0%. Both the LIBOR and index rate options are subject to an applicable margin
based on excess availability under the Revolver. The applicable margin ranges from 1,5% to 2,0% (2013: 1,5% to
2,0%) and the index rate margin ranges from negative 0,5% to 0,0% (2013: negative 0,5% to 0,0%).
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20.

BANK OVERDRAFTS (continued)
Westcon (continued)
The Revolver also calls for a commitment fee of 0,2% per annum on the unutilised portion. Borrowings under the
Revolver are collateralised by (i) a pledge of 100% of Westcon’s US subsidiaries’ stock and 66,66% of Westcon’s
Canadian subsidiary’s stock and (ii) a security interest in substantially all of the assets of Westcon’s US and Canadian
subsidiaries.
The Revolver contains certain covenants including financial covenants establishing a minimum fixed charge ratio 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. At 28 February 2014, the effective interest rate was 2,42% (2013: 1,88%).
Westcon’s Brazilian subsidiary has a revolving credit facility for BRL111,8 million, the equivalent of US$48,1 million,
which matures in April 2015 (2013: BRL93 million or US$47,1 million that matured in October 2013). The facility
bears interest based on the financial institution’s overnight lending rate, which was 16,50% at 28 February 2014
(2013: 13,28%).
Westcon’s Mexican subsidiary has a US$15 million (2013: US$5 million) revolving credit facility which matures in
September 2014. The facility bears interest based on the financial institution’s overnight lending rate, which was
6,0% at 28 February 2014 (2013: 6,5%).
Westcon’s subsidiaries in Latin America have various revolving credit facilities totalling US$16,9 million (2013:
US$11,0 million). The facilities bear interest of between 2,2% and 24,0% (2013: 2,1% and 24,0%) and mature
between March 2014 and October 2017.
Westcon’s European subsidiary has a revolving credit facility for €4 million, the equivalent of US$5,5 million (2013:
€4 million or US$5,3 million) which is callable on demand. The facility bears interest at the financial institution’s base
rate plus 1,75%. The base rate at 28 February 2014 was 2,25% (2013: 2,50%).
Westcon’s European subsidiary also has a US$25 million (2013: US$15 million) revolving credit facility which is
callable on demand. The facility bears interest at the financial institution’s money market rate of 1,26% (2013: 1,15%).
Westcon’s European subsidiary has an additional US$210 million (2013: US$200 million) revolving credit facility which
matures in July 2014. Advances under this arrangement are available for up to 85% of the subsidiary’s eligible
accounts receivable and bears interest at a rate of 1,75% above the US Dollar, Euro or Sterling base rates, which
were 1,88%, 2,00% and 2,25%, respectively, at 28 February 2014 (2013: 0,25%, 1,00% and 0,50%).
Westcon’s Afina subsidiaries in Europe have various revolving credit facilities and term loans totalling US$35,8 million
(2013: US$26,2 million). The facilities bear interest of between 2,3% and 4,3% (2013: 3,2% and 11,7%) and mature
between June 2014 and May 2015.
Westcon’s Singapore subsidiary has a banking facility whereby advances are generally available for payment against
approved vendors’ invoices up to a maximum of US$18 million (2013: US$15 million). The advances bear interest at
1,75% per annum over the bank’s cost of funds, which was 2,20% per annum at 28 February 2014 (2013: 2,16%).
Westcon’s Singapore subsidiary also has a financing arrangement which is repayable on demand, whereby
advances are generally available for up to 80% of the subsidiary’s eligible accounts receivable up to a maximum of
US$15 million (2013: US$9 million). The advances bear interest at the higher of the financial institution’s overnight
rate or two-month rate plus 1,65% (2,11% per annum at 28 February 2014 (2013: 2,13%)).
Westcon’s Australian subsidiary has an arrangement with a financial institution to provide up to AU$15 million,
the equivalent of US$13,4 million (2013: AU$15 million or US$15,4 million) of accounts receivable, foreign currency
settlement and other financing. The arrangement is repayable on demand. The advances 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
1,80%, which was 5,46% as at 28 February 2014 (2013: 5,89%). There was no outstanding balance at 28 February
2014 and 28 February 2013. In addition, the subsidiary has a US$1 million (2013: US$1 million) import facility, which
is used for bank guarantees for rental bonds.
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BANK OVERDRAFTS (continued)
Westcon (continued)
Westcon’s Middle East subsidiary has a financing arrangement which is repayable on demand. Advances under this
agreement are generally available for up to 80% of the eligible accounts receivable up to a maximum of US$15 million
(2013: N/A). The advances under the accounts receivable arrangement bear interest of LIBOR plus 2,5%.
In July 2011, Westcon entered into a standby credit facility for US$2 million. The facility bears interest at Westcon’s
option of (i) LIBOR plus 2,0% or (ii) prime rate, and matures in September 2014.
Westcon South Africa has general short-term banking facilities amounting to R56 million, the equivalent of
US$5,2 million (2013: R56 million or US$6,3 million) with The Standard Bank of South Africa Limited, bearing interest
at the South African prime interest rate (9,0% as at 28 February 2014 and 8,5% as at 28 February 2013).
Logicalis
Logicalis operates a treasury management system in the UK, which includes an invoice financing facility of
£10 million, the equivalent of US$17 million (2013: £10 million or US$15 million) and an overdraft facility of £2 million,
the equivalent of US$3 million (2013: £3 million or US$3 million). Cross guarantees are in place between the UK
operating companies. The invoice financing facility has a six-month notice period, is secured 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 of 0,50% (2013: 0,50%) plus 2,00%.
Logicalis Spain has factoring arrangements and guarantee facilities with a number of financial institutions totalling
€30,6 million, the equivalent of US$41,9 million (2013: N/A). There are no covenants associated with these facilities;
however, the factoring arrangements are restricted as certain financial institutions only allow factoring to be used for
specific customers’ invoices.
In Germany, Logicalis GmbH has a €0,6 million overdraft facility, the equivalent of US$0,8 million (2013: €0,6 million or
US$0,8 million) secured by a Logicalis Group Limited guarantee. It has no covenant restrictions and bears interest at
the financial institutions’ overnight lending rate. At 28 February 2014, the effective interest rate was 3,75% (2013:
3,75%).
In the Netherlands, Logicalis SMC has a €0,4 million overdraft facility, the equivalent of US$0,5 million (2013: N/A)
which bears interest at the financial institution’s overnight lending rate. At 28 February 2014, the effective interest rate
was 6,2%.
Logicalis, Inc. has a three-year US$50 million revolving credit facility in the USA which matures in October 2014. The
facility is subject to a fixed charge coverage covenant and is secured by the Logicalis, Inc. accounts receivable book.
It bears interest at a rate of the applicable margin plus the greater of the prime rate, the federal funds effective rate
plus 1,00% and the daily adjusting LIBOR rate plus 1,00%. The applicable margin is dependent on the previous
quarter’s average facility availability and ranges between negative 32,5 and negative 57,5 basis points. At 28 February
2014, the US prime rate was 3,25% (2013: 3,25%), the federal funds rate was 0,00% to 0,25% (2013: 0,00% to
0,25%) and one-month US$ LIBOR was 0,16% (2013: 0,20%).
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 by short-term promissory notes,
typically of 150 or 180-day duration, and have no covenants associated with them. At 28 February 2014, Brazil
had two BRL10 million loans, the equivalent of US$8,6 million (2013: one BRL8 million loan or US$4,0 million) bearing
interest of between 116% and 125% of the Brazilian CDI of 10,59% (2013: 6,98%). A US$25 million offshore loan
facility is also in place bearing interest at the rate of the applicable US$ LIBOR rate plus 2,35%.
Logicalis’ other Latin American countries also have arrangements with various financial institutions for a range of
facilities for operations in six countries, totalling approximately US$36,2 million (2013: US$22,0 million). They have no
specific covenants attached.
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20.

BANK OVERDRAFTS (continued)
Logicalis (continued)
Logicalis Singapore Pte. Limited has a SG$5 million loan facility, the equivalent of US$3,9 million (2013:
SG$7,5 million or US$6,1 million) which 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-tointerest expense ratio covenant and bears interest at a rate equivalent to 2,50% above the cost of funds.
At 28 February 2014, the effective interest rate was 4,42% (2013: 4,72%).
Logicalis Australia Pty Limited has a AU$2 million overdraft facility, the equivalent of US$1,8 million (2013:
AU$2 million or US$2 million). This facility has no covenant restrictions, is secured by a letter of comfort provided by
Logicalis Group Limited and bears interest at the financial institution’s overnight lending rate. At 28 February 2014,
the effective interest rate was 9,15% (2013: 10,55%).
Analysys Mason
Analysys Mason Limited has a £1,5 million overdraft facility, the equivalent of US$2,5 million (2013: £1,5 million or
US$2,3 million), which is renegotiated annually and bears interest at a rate of 2,0% over the Bank of UK base rate.
The overdraft is secured by a debenture comprising fixed and floating charges over all assets and undertakings of
Analysys Mason Limited and Analysys Limited.
There is 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, as well as a company guarantee given by Datatec plc Limited to £5 million (US$8,3 million).
Intact Integrated Services
Intact Integrated Services Limited has a £2 million overdraft facility, the equivalent of US$3,3 million (2013: £1,5 million
or US$2,3 million) which is renegotiated annually and bears interest at a rate of 2,0% per annum over the prevailing
Bank of UK base rate.
The overdraft is secured by a debenture comprising fixed and floating charges over all assets and undertakings of
Intact Holdings Limited and Intact Integrated Services Limited.
There is an unlimited company guarantee given by Intact Holdings Limited and Intact Integrated Services Limited to
secure all liabilities, as well as a company guarantee given by Datatec plc limited to £5 million (US$8,3 million).
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2014
US$’000

2013
US$’000

19 216
1 206

12 313
970

20 422

13 283

Operating lease commitments
Due within one year:
Property
Office furniture, equipment and motor vehicles
Computer equipment

27 360
3 791
1 168

27 445
2 206
1 444

Total operating lease commitments due within one year

32 319

31 095

Due between one and two years:
Property
Office furniture, equipment and motor vehicles
Computer equipment

21 334
2 553
769

19 845
1 556
620

Total operating lease commitments due between one and
two years

24 656

22 021

Due between two and three years:
Property
Office furniture, equipment and motor vehicles
Computer equipment

17 019
903
573

13 672
930
152

Total operating lease commitments due between two and
three years

18 495

14 754

Due between three and four years:
Property
Office furniture, equipment and motor vehicles
Computer equipment

13 280
264
164

9 601
328
15

Total operating lease commitments due between three and
four years

13 708

9 944

Due between four and five years:
Property
Office furniture, equipment and motor vehicles
Computer equipment

10 125
86
6

6 161
194
4

Total operating lease commitments due between four and
five years

10 217

6 359

Due after five years:
Property
Office furniture, equipment and motor vehicles
Computer equipment

30 571
–
–

15 031
70
1

30 571

15 102

129 966

99 275

COMMITMENTS
21.1 Capital commitments
Capital expenditure authorised and contracted for
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

Total operating lease commitments due after five years
Total non-cancellable operating lease commitments

The fair value of the operating lease commitments is approximately equal to their carrying value.
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22.

CONTINGENT LIABILITIES, GUARANTEES AND LITIGATION
Datatec and its subsidiaries have issued, in the ordinary course of business, guarantees and letters of comfort to third
parties in respect of finance and trading facilities, performance commitments to customers and lease commitments.
In addition, the vendor inventory purchase financing referred to in Note 13 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 US$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 maximum liability
under this guarantee at 28 February 2014 was US$2,1 million (2013: US$1,2 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 PromonLogicalis subsidiary in Brazil. In
April 2011, a Brazilian state tax authority claimed that PromonLogicalis should have paid a higher rate of state tax
on its equipment sales up to October 2010 than actually paid. PromonLogicalis management, supported by a legal
opinion, strongly disagrees with the state tax authority’s assessment and has formally appealed against it. Datatec
management supports PromonLogicalis management’s view and believes it unlikely that PromonLogicalis 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 28 February 2014, the inter-group sales of goods and provision of services amounted to
US$46,1 million (2013: US$35,8 million).

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

2014
US$’000

2013
US$’000

8 662
350
2 703

9 231
396
2 810

Key management personnel compensation comprises 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 Integrated 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
28 February 2014 and 28 February 2013:
US$’000

Basic
salary

Bonus

Fees

Pension

Other
benefits

Total

2014
Executive directors
JP Montanana
RP Evans

1 193
349

373
58

–
–

179
52

34
8

1 779
467

Total executive directors

1 542

431

–

231

42

2 246

Non-executive directors
SJ Davidson
O Ighodaro
JF McCartney – Datatec fees
JF McCartney – Westcon fees
LW Nkuhlu
CS Seabrooke
NJ Temple

–
–
–
–
–
–
–

–
–
–
–
–
–
–

190
80
80
65
92
110
85

–
–
–
–
–
–
–

–
–
–
–
–
–
–

190
80
80
65
92
110
85

Total non-executive directors

–

–

702

–

–

702

Total directors’ emoluments

1 542

431

702

231

42

2 948

US$’000

Basic
salary

Bonus

Fees

Pension

Other
benefits

Total

2013
Executive directors
JP Montanana
RP Evans (from May 2012)
IP Dittrich (to June 2012)

1 193
291
115

521
120
12

–
–
–

179
44
17

46
7
4

1 939
462
148

Total executive directors

1 599

653

–

240

57

2 549

Non-executive directors
SJ Davidson
O Ighodaro
JF McCartney – Datatec fees
JF McCartney – Westcon fees
LW Nkuhlu
CS Seabrooke
NJ Temple

–
–
–
–
–
–
–

–
–
–
–
–
–
–

190
78
76
65
92
110
88

–
–
–
–
–
–
–

–
–
–
–
–
–
–

190
78
76
65
92
110
88

Total non-executive directors

–

–

699

–

–

699

1 599

653

699

240

57

3 248

Total directors’ emoluments

Of the emoluments shown above, US$496 000 (2013: US$590 000) have been paid by Datatec Limited and
US$2 452 000 (2013: US$2 658 000) have been paid by subsidiaries of Datatec Limited.
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23.

RELATED-PARTY TRANSACTIONS (continued)
Directors’ emoluments (continued)
Directors holding office at 28 February 2014 held the following share appreciation rights under the rules of the
SAR Scheme:

JP Montanana

Grant
date

Grant
price
(ZAR)

SARs
held at
28 February
2013

15/05/08
14/05/10
12/05/11
17/05/12
16/05/13

27,54
34,27
36,61
44,55
50,25

263 873
198 482
170 876
333 433
–

–
–
–
–
330 689

966 664
14/05/10
12/05/11
17/05/12
16/05/13

34,27
36,61
44,55
50,25

34 869
34 836
97 876
–

Sub-total
RP Evans

Sub-total
Total

Lapsed
during
the year

SARs
held at
28 February
2014

–
–
–
–
–

(263 873)
–
–
–
–

–
198 482
170 876
333 433
330 689

330 689

–

(263 873)

1 033 480

–
–
–
92 850

–
–
–
–

–
–
–
–

34 869
34 836
97 876
92 850

167 581

92 850

–

–

260 431

1 134 245

423 539

–

(263 873)

1 293 911

Granted Exercised
during
during
the year
the year

No directors exercised SARs during the financial year ended 28 February 2014. In the previous financial year
Mr Montanana exercised SARs on 21 June 2012 and 408 640 Datatec shares valued at US$2 299 000 on that date
were issued to him in settlement.
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RELATED-PARTY TRANSACTIONS (continued)
Directors’ emoluments (continued)
Directors holding office at 28 February 2014 held the following conditional awards under the LTIP:

Granted
during
the year

Vested
and
settled
during
the year

Lapsed/
forfeited
during
the year

Awards
held at
28 February
2014

198 482
170 876
333 433
–

–
–
–
330 689

(198 482)
–
–
–

–
–
–
–

–
170 876
333 433
330 689

702 791

330 689

(198 482)

–

834 998

26 152
26 127
73 407
–

–
–
–
69 638

(26 152)
–
–
–

–
–
–
–

–
26 127
73 407
69 638

Sub-total

125 686

69 638

(26 152)

–

169 172

Total

828 477

400 327

(224 634)

–

1 004 170

JP Montanana

Grant
date

Awards
held at
28 February
2013

14/05/10
12/05/11
17/05/12
16/05/13

Sub-total
RP Evans

14/05/10
12/05/11
17/05/12
16/05/13

During the financial year ended 28 February 2014, shares were transferred to the Executive Directors on 12 June
2013 in settlement of the 2010 grant of conditional shares under the LTIP which vested. The value of the shares
transferred to Mr Montanana on that date was US$1 112 862 (2013: US$2 653 000) and the value of the shares
transferred to Mr Evans on that date was US$146 630 (2013: US$nil).
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23.

RELATED-PARTY TRANSACTIONS (continued)
Directors’ emoluments (continued)
Directors holding office at 28 February 2014 held the following Datatec shares acquired and pledged under the terms
of the DBP:

JP Montanana

Date of
purchase
of pledged
shares

Share
price
(ZAR)

14/05/10
16 – 22/05/2011
17 – 21/05/2012
12 – 13/06/2013

37,80
37,52*
45,30*
57,39*

Sub-total
RP Evans

18/05/12
12/06/13

45,00
57,28*

Sub-total
Total

Pledged
Pledged
shares
shares
held at purchased
28 February
during
2013
the year

Matched
during
the year

Pledged
shares
held at
28 February
2014

74 430
50 570
150 000
–

–
–
–
50 000

(74 430)
–
–
–

–
50 570
150 000
50 000

275 000

50 000

(74 430)

250 570

5 000
–

–
4 600

–
–

5 000
4 600

5 000

4 600

–

9 600

280 000

54 600

(74 430)

260 170

* Weighted average purchase price.

The pledged shares shown above are included in the directors’ share interests shown on pages 76 and 77 of the
Integrated Report.
During the year ended 28 February 2014, shares were transferred to Mr Montanana on 12 June 2013 in settlement of
the matching shares under the DBP which vested. The value of the shares transferred to Mr Montanana on that date
was US$417 319 (2013: US$428 000).
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:

JF McCartney

Total

Grant
date

Grant
price
(US$)

SARs
held at
28 February
2013

Granted
during
the year

Exercised
during
the year

SARs
held at
28 February
2014

01/07/08
01/07/09
01/07/10
01/07/11
01/07/12
01/07/13

63,40
32,40
62,00
68,00
80,60
79,50

200
833
2 500
2 500
2 500
–

–
–
–
–
–
2 500

(200)
(556)
(833)
–
–
–

–
277
1 667
2 500
2 500
2 500

8 533

2 500

(1 589)

9 444

These awards have been ratified by the Datatec Remuneration Committee. The proceeds of Mr McCartney’s exercise
of Westcon SARs during the year ended 28 February 2014 were US$43 970 (2013: US$128 000).
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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. The Group does not enter into or trade financial instruments, including derivative financial
instruments, for speculative purposes.
When appropriate, management reports 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 2013. 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 cost of capital and the risks associated with each class of capital.
The gearing ratio at the year-end was as follows:

24.3

2014
US$’000

2013
US$’000

Long-term liabilities
Short-term portion of long-term liabilities
Cash and cash equivalents

(17 359)
(27 611)
(41 770)

(10 419)
(15 276)
73 316

Net (debt)/cash
Total equity attributable to the parent
Gearing ratio: debt/(cash) to equity ratio

(86 740)
871 617
10%

47 621
865 433
(6%)*

Categories of financial instruments
Financial assets
Fair value through profit or loss (“FVTPL”)
Financial assets held-for-trading
Loans and receivables (including cash and cash equivalents)
Financial liabilities
Fair value through profit or loss (“FVTPL”)
Financial liabilities held-for-trading
Liabilities at amortised cost
Other financial liabilities designated through profit or loss (“FVTPL”)

208
1 799 760

1 592
1 589 186

(2 876)

(646)

(1 648 464)
(9 944)

(1 414 587)
(12 699)

* In the prior year, there was a net cash position, therefore the gearing ratio was calculated as net cash/equity.

At the end of the reporting period, there were no significant concentrations of credit risk for loans and
receivables designated at FVTPL. The carrying amount reflected above represents the Group’s maximum
exposure to credit risk for such loans and receivables.
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NOTES TO THE GROUP
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014
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
2014
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
2013
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

North
America

Latin
America

Europe

AsiaPacific

269 730
(2 470)
–
17 908

302 900
(3 279)
1 042
43 548

489 232
(3 536)
382
27 957

121 116
(1 332)
–
5 920

–

–

208

–

–

208

60 962

85 185

93 925

78 380

60 216

378 668

346 130

429 396

608 168

204 084

–

(12)

1 586

(24)

297 122
(4 419)
–
18 280

294 019
(3 079)
3 004
41 785

382 100
(2 709)
684
21 893

115 409
(1 189)
–
3 894

70

–

1 522

–

–

1 592

57 837

44 434

77 915

88 219

45 441

313 846

368 890

380 163

481 405

206 333

–

–

1 176

–

AME

Total

143 524 1 326 502
(3 114)
(13 731)
197
1 621
11 367
106 700

212 190 1 799 968
(95)

1 455

100 440 1 189 090
(5 359)
(16 755)
–
3 688
13 465
99 317

153 987 1 590 778
–

1 176

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.
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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, including 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, among
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

2014
Trade payables
Fixed rate liabilities
Variable rate liabilities
Derivative financial liabilities (Level 1)
Financial guarantees/commitments
Other

(1 099 847)
(16 419)
(421 346)
(2 876)
(303)
(115 535)

–
(3 976)
(125)
–
(293)
–

–
(298)
(210)
–
(56)
–

–
–
–
–
–
–

(1 099 847)
(20 693)
(421 681)
(2 876)
(652)
(115 535)

(1 656 326)

(4 394)

(564)

–

(1 661 284)

(1 057 551)
(16 039)
(234 622)
(646)
(14 085)
(94 518)

–
(4 534)
(1 871)
–
(10)
–

–
(3 629)
(235)
–
(94)
–

–
–
(98)
–
–
–

(1 057 551)
(24 202)
(236 826)
(646)
(14 189)
(94 518)

(1 417 461)

(6 415)

(3 958)

(98)

(1 427 932)

2013
Trade payables
Fixed rate liabilities
Variable rate liabilities
Derivative financial liabilities (Level 1)
Financial guarantees/commitments
Other

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.
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:
• forward foreign exchange contracts (“FECs”) to hedge the exchange rate risk arising on transactions
denominated in foreign currency; and
• 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.
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24.

FINANCIAL INSTRUMENTS (continued)
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 FECs. FECs require a future purchase or sale of foreign currency at a
specified price. The Group does not trade in FECs 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, the Australian 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. The sensitivity rate that represents management’s assessment of the possible
change in foreign exchange rates is 10%. The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and adjusts their translation at the year-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$
(Gain)/loss
Profit before tax
Other equity

24.7.2

24.8

GBP

EUR

2014
US$’000

2013
US$’000

2014
US$’000

2013
US$’000

2014
US$’000

2013
US$’000

521
4 120

4 431
3 793

2 504
1 384

3 740
478

8 621
–

9 591
–

Forward foreign exchange contracts
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, with FECs ranging up to
approximately six months and with cover up to 100% of the anticipated exposure generated.
Obligations under open FEC contracts are detailed in Notes 24.4 and 24.5, as derivative financial
assets and derivative financial liabilities respectively.

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. 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

Interest rate sensitivity analyses
The sensitivity analyses below have been determined based on the exposure to interest rates for
both derivative and non-derivative instruments at the reporting date. For floating rate liabilities, the
analysis is prepared assuming the amount of liability outstanding at the reporting date was
outstanding for the whole year. The applicable increase or decrease that represents management’s
assessment of the reasonably possible change in interest rates is dependent on the location of the
borrowings. Globally, if interest rates had been between 50 and 200 basis points higher and all other
variables were held constant, the Group’s:
• profit for the year ended 28 February 2014 would decrease by a net amount of US$6,4 million
(2013: US$2,9 million); and
• other equity for the year ended 28 February 2014 would decrease by a net amount of
US$0,4 million (2013 would not have been affected materially).
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CASH GENERATED FROM/(UTILISED IN) OPERATIONS
Profit before taxation
Adjustment for:
Unrealised foreign exchange losses
Share-based payments
Share of equity-accounted investments
Depreciation and amortisation
Loss/(profit) on disposal of property, plant and equipment
Loss on disposal of subsidiary
Net movement in provisions
Net movements on trade receivables allowances for bad debt
Acquisition-related fair value adjustments
Impairment of intangible assets
Cash payments to settle share-based payment obligations
Interest received
Finance costs
Foreign exchange movements and other non-cash items
Operating profit before working capital changes
Working capital changes:
(Increase)/decrease in inventories
Increase in receivables
Increase in payables

26.

TAXATION PAID
Amounts unpaid at the beginning of the year
Subsidiaries acquired
Subsidiaries disposed of
Amounts charged to the statement of comprehensive income excluding
deferred tax
Charge to other comprehensive income
Other movements and translation differences
Net amounts unpaid at the end of the year
Net taxation
Tax assets
Tax liability
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2014
US$’000

2013
US$’000

101 796

127 247

3 443
5 547
(441)
47 735
66
1 778
2 419
6 714
(2 400)
5 473
(9 664)
(3 580)
25 168
(617)

1 645
11 133
(1 078)
44 165
(13)
–
(647)
6 459
(6 443)
–
(9 658)
(5 086)
26 993
(2 653)

183 437

192 064

(82 917)
(150 710)
82 417

45 321
(125 387)
204 768

32 227

316 766

(2 783)
(516)
(2 558)

(4 627)
(4 637)
–

(35 797)
(1 988)
(1 442)
11

(45 423)
–
(1 291)
2 783

(45 073)

(53 195)

14 197
(14 208)

18 586
(21 369)

(11)

(2 783)
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27.

28.

2014
US$’000

2013
US$’000

Property, plant and equipment and software
Capitalised development expenditure
Accounts receivable
Inventories
Cash and cash equivalents
Accounts payable
Long-term liabilities
Net deferred tax

2 786
177
59 365
8 319
22 164
(64 790)
(10 672)
2 153

6 663
1 715
81 319
11 364
(29 886)
(76 981)
–
(3 510)

Net fair value of tangible assets/(liabilities) acquired
Goodwill arising on acquisitions
Intangible assets
Non-controlling interest acquired

19 502
12 882
10 925
(676)

(9 316)
57 569
25 424
–

Total fair value of acquisitions
Net (cash)/overdraft acquired
Non-cash portion of acquisition (including deferred purchase consideration)

42 633
(22 164)
(3 925)

73 677
29 886
(29 054)

Net cash outflow for acquisitions at effective date

16 544

74 509

2 090
10 265
–
6 492

3 518
8 172
1 008
2 151

1 270
8 806
–
3 830

134
9 020
849
1 442

32 753

26 294

ACQUISITIONS OF SUBSIDIARY COMPANIES
The fair value of assets acquired and the liabilities assumed on the acquisition
of subsidiary companies (Note 33) is:

ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT
Maintenance of operations:
Office furniture, equipment and motor vehicles
Computer equipment
Software
Leasehold improvements
Expansion of operations:
Office furniture, equipment and motor vehicles
Computer equipment
Software
Leasehold improvements
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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 Dollars.
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR
Cash resources
Bank overdraft
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2014
US$’000

2013
US$’000

(5 167)

(4 698)

378 668
(420 438)

313 846
(240 530)

(41 770)

73 316

84
(947)
881

–
–
–

18

–

Non-cash transactions
During the year, the Company issued shares to fund a portion of the
consideration for Westcon’s acquisition of Comztek Holdings (Pty) Limited,
that is neither reflected in the Company nor Group statement of cash flows
(Notes 27 and 33).
31.

NET CASH INFLOW ON DISPOSAL OF SUBSIDIARY
Consideration received in cash and cash equivalents
Cash and cash equivalent balances disposed of
Bank overdraft disposed of
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32.

SEGMENTAL REPORT
For management’s internal 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
• Corporate – Group head office companies, other service-oriented interests in SA and Group consolidation
adjustments.
Westcon

Condensed statement of
comprehensive income
Revenue
North America
Latin America
Europe
Asia-Pacific
AME*
Inter-segmental
EBITDA
North America
Latin America
Europe
Asia-Pacific
AME*
Datatec Group and divisional
central costs
Depreciation and amortisation
Intangible impairment

2014
US$’000
4 065 112
1 179 697
470 439
1 437 611
485 325
538 185
(46 145)
91 301
32 648
27 658
52 395
15 571
14 817

Logicalis
As
previously
reported
2013
US$’000

2014
US$’000

3 822 193 3 822 193
1 256 454 1 256 454
381 351
381 351
1 311 873 1 311 873
501 662
501 662
406 641
406 641
(35 788)
(35 788)
117 320
117 320
49 447
11 450
24 963
24 959
52 773
50 628
17 149
17 149
13 134
13 134

1 550 322
384 849
550 914
480 353
135 645
–
(1 439)
90 318
19 497
46 686
23 123
9 767
–

Represented
2013
US$’000

Represented
2013
US$’000

As
previously
reported
2013
US$’000

1 350 442 1 350 442
421 962
421 962
482 212
482 212
327 374
327 374
120 857
120 857
–
–
(1 963)
(1 963)
78 593
78 593
23 506
20 602
41 526
38 808
14 840
12 844
7 766
6 339
–
–

(51 788)
(23 854)
(5 473)

(40 146)
(19 120)
–

–
(19 120)
–

(8 755)
(22 795)
–

(9 045)
(23 896)
–

–
(23 896)
–

Operating profit
Interest income
Finance costs
Share of equity-accounted
investment earnings
Fair value movements on put option
liabilities
Fair value adjustments on deferred
purchase consideration
Other income
Profit/(loss) on disposal of
investments

61 974
2 068
(17 784)

98 200
3 877
(17 301)

98 200
3 877
(17 301)

67 523
1 194
(6 969)

54 697
834
(9 800)

54 697
834
(9 800)

312

913

913

–

–

–

2 421

(505)

(505)

–

–

–

(21)
–

6 948
–

6 948
–

–
–

–
–

–
–

402

–

–

–

–

–

Profit/(loss) before taxation
Taxation

49 372
(13 956)

92 132
(23 603)

92 132
(23 603)

61 748
(21 437)

45 731
(17 155)

45 731
(17 155)

Profit/(loss) after taxation

35 416

68 529

68 529

40 311

28 576

28 576

FY13 EBITDA has been re-presented to enhance disclosure to reflect the operational performance in the segments
before the allocation of Datatec Group and divisional central costs. There are no central costs in the Consulting
Services division as these costs are carried by the Group.
* Includes India in FY13 and FY14 up to 31 August 2013.
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2014
US$’000

Represented
2013
US$’000

As
previously
reported
2013
US$’000

72 620
13 025
2 600
41 207
8 547
10 548
(3 307)
2 094
(641)
211
1 776
(110)
858

74 032
17 761
469
43 251
8 948
7 470
(3 867)
3 174
1 017
32
1 347
266
512

–
(1 053)
–
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Total

2014
US$’000

Represented
2013
US$’000

As
previously
reported
2013
US$’000

74 032
17 761
469
43 251
8 948
7 470
(3 867)
3 174
1 017
32
1 347
266
512

–
(5 091)
(4 608)
(28 625)
(12 567)
–
50 891
(8 448)
–
–
–
–
(1)

–
(1 935)
(2 863)
(23 470)
(11 460)
(1 890)
41 618
(13 549)
–
–
–
–
–

–
(1 093)
–

–
(1 093)
–

(8 447)
(33)
–

1 041
2
(149)

2 081
36
(148)

2 081
36
(148)

–

–

–

2014
US$’000

Represented
2013
US$’000

As
previously
reported
2013
US$’000

–
(1 935)
(2 863)
(23 470)
(11 460)
(1 890)
41 618
(13 549)
(274)
–
(5 647)
–
(7 628)

5 688 054
1 572 480
1 019 345
1 930 546
616 950
548 733
–
175 265
51 504
74 555
77 294
25 228
15 674

5 246 667
1 694 242
861 169
1 659 028
620 007
412 221
–
185 538
73 970
66 521
68 960
25 181
13 646

5 246 667
1 694 242
861 169
1 659 028
620 007
412 221
–
185 538
32 795
63 799
59 172
23 754
6 018

(13 549)
(56)
–

–
(56)
–

(68 990)
(47 735)
(5 473)

(62 740)
(44 165)
–

–
(44 165)
–

(8 481)
316
(266)

(13 605)
339
256

(13 605)
339
256

122 057
3 580
(25 168)

141 373
5 086
(26 993)

141 373
5 086
(26 993)

–

129

165

165

441

1 078

1 078

–

–

–

–

–

2 421

(505)

(505)

–
–

–
–

–
–

–
264

–
260

–
260

(21)
264

6 948
260

6 948
260

–

–

–

(2 180)

–

–

(1 778)

–

–

894
(1 140)

1 969
(721)

1 969
(721)

(10 218)
(963)

(12 585)
(684)

(12 585)
(684)

101 796
(37 496)

127 247
(42 163)

127 247
(42 163)

(246)

1 248

1 248

(11 181)

(13 269)

(13 269)

64 300

85 084

85 084
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32.

SEGMENTAL REPORT (continued)

Condensed statement
of financial position
Total assets
North America
Latin America
Europe
Asia-Pacific
AME*
Net cash resources
North America
Latin America
Europe
Asia-Pacific
AME*
Inventories
North America
Latin America
Europe
Asia-Pacific
AME*
Trade accounts receivable
North America
Latin America
Europe
Asia-Pacific
AME*
Total liabilities
North America
Latin America
Europe
Asia-Pacific
AME*
Trade and other payables
North America
Latin America
Europe
Asia-Pacific
AME*
Number of employees at year-end

Westcon
2014
US$’000
2 036 245
533 348
290 829
769 260
226 728
216 080
(159 420)
(33 136)
(46 298)
(170 587)
48 162
42 439
375 892
75 692
69 194
133 317
50 905
46 784
988 004
194 618
173 088
384 680
98 373
137 245
(1 443 233)
(325 421)
(223 141)
(593 357)
(159 261)
(142 053)
(995 740)
(200 318)
(153 531)
(376 593)
(135 984)
(129 314)
3 500

* Includes India in FY13 and FY14 up to 31 August 2013.

2013
US$’000
1 864 079
566 426
257 241
641 965
223 279
175 168
(5 038)
12 009
(25 432)
(88 081)
58 778
37 688
307 256
72 498
56 949
94 939
43 279
39 591
875 632
208 525
147 666
333 011
94 078
92 352
(1 240 133)
(329 740)
(190 204)
(461 277)
(149 689)
(109 223)
(955 402)
(256 722)
(133 799)
(334 721)
(130 253)
(99 907)
3 179

Logicalis
2014
US$’000

2013
US$’000

886 131
196 879
308 354
306 565
74 333
–
104 769
(15 417)
52 284
53 460
14 442
–
52 743
4 396
33 020
4 678
10 649
–
309 274
70 472
125 939
92 996
19 867
–
(585 037)
(135 554)
(199 837)
(210 515)
(39 131)
–
(493 892)
(93 840)
(180 496)
(184 561)
(34 995)
–
3 732

769 075
205 809
283 224
207 793
72 249
–
67 974
(11 421)
14 073
50 262
15 060
–
49 629
3 869
34 212
2 526
9 022
–
282 857
81 133
143 195
39 337
19 192
–
(497 151)
(137 149)
(173 756)
(146 848)
(39 398)
–
(424 091)
(102 960)
(164 651)
(122 644)
(33 836)
–
3 012

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Consulting Services
2014
2013
US$’000
US$’000
53 258
5 238
573
39 383
3 572
4 492
1 586
535
4
446
233
368
3 959
294
(26)
1 654
1 294
743
15 493
2 168
595
7 905
1 807
3 018
(22 167)
(1 787)
–
(18 823)
(677)
(880)
(15 396)
(1 752)
(5)
(12 084)
(677)
(878)
385

48 813
7 570
79
36 783
1 566
2 815
3 946
884
–
2 675
219
168
5 287
694
–
4 550
43
–
13 846
3 045
79
6 939
1 213
2 570
(18 692)
(3 067)
–
(14 853)
(394)
(378)
(15 042)
(2 989)
–
(11 281)
(394)
(378)
385
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2014
US$’000
16 390
284
–
6 847
–
9 259
11 295
6
–
4 999
–
6 290
–
–
–
–
–
–
–
–
–
–
–
–
(17 102)
(2)
–
(7 530)
–
(9 570)
(12 821)
(2)
–
(7 234)
–
(5 585)
10
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Total
2013
US$’000

2014
US$’000

2013
US$’000

8 097
279
–
4 008
–
3 810
6 434
6
–
2 882
–
3 546
–
–
–
–
–
–
–
–
–
–
–
–
(17 077)
(2)
–
(13 195)
–
(3 880)
(11 649)
(2)
–
(9 025)
–
(2 622)
10

2 992 024
735 749
599 756
1 122 055
304 633
229 831
(41 770)
(48 012)
5 990
(111 682)
62 837
49 097
432 594
80 382
102 188
139 649
62 848
47 527
1 312 771
267 258
299 622
485 581
120 047
140 263
(2 067 539)
(462 764)
(422 978)
(830 225)
(199 069)
(152 503)
(1 517 849)
(295 912)
(334 032)
(580 472)
(171 656)
(135 777)
7 627

2 690 064
780 084
540 544
890 549
297 094
181 793
73 316
1 478
(11 359)
(32 262)
74 057
41 402
362 172
77 061
91 161
102 015
52 344
39 591
1 172 335
292 703
290 940
379 287
114 483
94 922
(1 773 053)
(469 958)
(363 960)
(636 173)
(189 481)
(113 481)
(1 406 184)
(362 673)
(298 450)
(477 671)
(164 483)
(102 907)
6 586

153
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33.

ACQUISITIONS OF SUBSIDIARIES/BUSINESSES

Principal
activity

Date of
acquisition

Proportion
of shares/
business
acquired

IT solutions
IT solutions
Distribution

04/03/2013
14/10/2013
31/05/2013

100%
100%
100%

2e2
Fair
value on
acquisition
US$’000

iConsult
Fair
value on
acquisition
US$’000

Comztek
Fair
value on
acquisition
US$’000

Total
Fair
value on
acquisition
US$’000

14 915

113

7 136

22 164

35 067
1 214

117
–

24 181
7 105

59 365
8 319

2 248
–
3 068
5 043

109
–
–
1 383

429
177
1 268
4 499

2 786
177
4 336
10 925

(39 426)

(307)

(25 057)

(64 790)

(923)
(13)

–
(53)

(1 260)
(10 606)

(2 183)
(10 672)

Goodwill on acquisition
Minority interest recognised

21 193
10 139
–

1 362
1 256
–

7 872
1 487
(676)

30 427
12 882
(676)

Fair value of acquisition

31 332

2 618

8 683

42 633

Subsidiaries/businesses acquired
Non-UK European subsidiaries of 2e2 (“2e2”)
iConsult (Jersey) Limited (“iConsult”)
Comztek Holdings (Pty) Limited (“Comztek”)

Current assets
Cash and cash equivalents
Accounts receivable and
other receivables
Inventories
Non-current assets
Property, plant and equipment and software
Capitalised development expenditure
Deferred tax assets
Intangible assets
Current liabilities
Trade and other payables
Non-current liabilities
Deferred tax liabilities
Long-term liabilities

The above acquisitions represent the subsidiaries and businesses acquired during the year.
The revenue and EBITDA included from these acquisitions in FY14 was US$224,0 million and US$8,6 million
respectively; profit after tax included from these acquisitions was US$2,5 million. Had the acquisition date been
1 March 2013, the revenue would have been approximately US$256,5 million. It is not practical to establish EBITDA
and profit after tax that would have been contributed to the Group if these acquisitions had been included for
the entire year.
33.1

The following acquisitions were concluded during the financial year ended 28 February 2014:
Westcon Group
The acquisition of Comztek was completed on 31 May 2013. Comztek is a leading systems distributor with
coverage in 26 countries in Africa with operations in South Africa, Namibia, Zambia, Kenya and Mauritius.
It distributes a range of hardware and software products focused on networking, security and storage, data
centre and software infrastructure and unified communications solutions. The cash portion of the
US$8,7 million (R88 million) total consideration was settled by the payment of US$4,8 million (R48 million)
funded from new loan finance. The remaining portion of the consideration, US$3,9 million (R40 million) was
settled by the allotment of 752 606 new Datatec ordinary shares. The Comztek business has been integrated
with Westcon SA in an internal reorganisation that is partially completed. This has involved Datatec’s BEE
partner, The Mineworkers Investment Company (“MIC”) and several members of the Comztek management
team subscribing for shares in Westcon SA to increase MIC’s share of the combined business to 40%, and
Comztek management’s share to 9,96%, leaving Datatec with a shareholding of 50,04%.
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ACQUISITIONS OF SUBSIDIARIES/BUSINESSES (continued)
Logicalis Group
On 4 March 2013, Logicalis acquired four European subsidiaries of 2e2, namely the Spanish and Irish
systems integration businesses, the Channel Islands business (Jersey and Guernsey) and an operation in the
Netherlands which is a leading IT service management consulting organisation, for €24 million (US$31 million)
in cash. This acquisition expands the Logicalis European footprint and opens service opportunities in new
customer markets which can be developed across the Logicalis group.
On 14 October 2013, Logicalis acquired iConsult (Jersey) Limited, a provider of hosted desktop and mail
solutions. The acquisition enables Logicalis to provide cloud and hosted desktop services to the Channel
Islands.
33.2

Changes in ownership interest that did not result in a loss of control
During the year, the Group acquired additional shares in The Via Group, Inc. (“Via”) 113 868 shares were
acquired from the minority shareholders of Via, which increased the shareholding in Via from 52,94% to
61,28%. The Group’s share capital and share premium increased by US$0,7 million.
The Group capitalised its long-term loan with Intact Holdings Limited (“Intact”) of £8,9 million and this
increased the Group’s shareholding in Intact from 95,3% to 98,7%.

34.

2014
US$’000

2013
US$’000

84

–

84

–

644
228
292

–
–
–

2 232
7 608
1 898
2 558
947

–
–
–
–
–

(2 674)
(30)

–
–

(12 529)
(881)

–
–

293

–

DISPOSAL OF SUBSIDIARY COMPANY
On 31 August 2013, Westcon completed the sale of its 54% holding in Inflow
Technologies Private Limited following Datatec’s decision to exit the distribution
market in India.
34.1

34.2

Consideration received
Cash and cash equivalents

Analysis of assets and liabilities over which control was lost
Non-current assets
Property, plant and equipment
Other receivables
Deferred tax asset
Current assets
Inventories
Accounts receivable
Other receivables and prepayments
Current tax asset
Cash balances
Non-current liabilities
Long-term liabilities
Deferred tax liabilities
Current liabilities
Accounts payable
Bank overdraft
Net assets disposed of
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NOTES TO THE GROUP
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014

34.

2013
US$’000

84
(293)
(3 743)

–
–
–

566
1 608

–
–

(1 778)

–

DISPOSAL OF SUBSIDIARY COMPANY (continued)
34.3

Loss on disposal of subsidiary
Consideration received
Net assets disposed of
Goodwill
Gain/loss previously recognised in other comprehensive income,
reclassified to profit and loss on loss of control
Non-controlling interests
Loss on disposal of subsidiary

35.

2014
US$’000

NON-WHOLLY OWNED SUBSIDIARIES WITH MATERIAL NON-CONTROLLING INTERESTS
Ownership rights and
voting rights held by
non-controlling interests
Country of
incorporation
PromonLogicalis Latin
America Limited

UK

2014

2013

40%

40%

Profit/(loss) allocated to
non-controlling interests
2014
2013
US$’000
US$’000

8 378

6 085

Accumulated noncontrolling interests
2014
2013
US$’000
US$’000

42 845

42 821

Summarised information in respect of the above subsidiary is shown below. The summarised financial information
below represents amounts before inter-group eliminations.
2014
US$’000

2013
US$’000

Non-current assets
Current assets
Non-current liabilities
Current liabilities
Equity attributable to equity holders of the parent
Non-controlling interest

43 994
264 396
5 788
195 489
64 268
42 845

44 837
245 540
3 165
180 160
64 231
42 821

Revenue
Operating profit before finance costs, depreciation and amortisation (“EBITDA”)
Profit for the year
Profit for the year attributable to the owners of the parent
Profit for the year attributable to non-controlling interests

550 914
46 686
20 945
12 567
8 378

482 212
41 102
15 212
9 127
6 085

4 361
2 617
1 744

2 765
1 659
1 106

Total comprehensive income
Total comprehensive income attributable to the owners of the parent
Total comprehensive income attributable to non-controlling interests
Dividends paid to non-controlling interests
Net cash inflow
Net cash inflow from operating activities
Net cash outflow from investing activities

1 720

–

34 440

13 329

39 578
(5 138)

19 295
(5 966)
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ANNEXURE 1
for the year ended 28 February 2014

Effective holding (% held)
Subsidiary companies

Country of
incorporation

INCORPORATED IN AFRICA
Analysys Mason (Pty) Limited
Analysys Mason Limited (Mauritius)
Afinasys, SARL
Comztek (Pty) Limited
Comztek Africa Zambia Limited
Comztek Holdings (Pty) Limited
Comztek Mauritius Limited
Comztek Namibia (Pty) Limited
Comztek Services Kenya Limited
Netshield (Pty) Limited
Scantec (Pty) Limited
Sentronics Security Distributors (Pty) Limited
Westcon Africa Angola Limited
Westcon Africa (Cameroon) Limited
Westcon Africa (Kenya) Limited
Westcon Africa (Mauritius) Limited
Westcon Africa (SADC) (Pty) Limited
Westcon Africa (Tanzania) Limited
Westcon Africa Distribution (Nigeria) Limited
Westcon Emerging Markets Group (Pty) Limited
Westcon SA (Pty) Limited
Westcon Security (Pty) Limited
Datatec Integration Services (Pty) Limited
Datatec Management Services (Pty) Limited

South Africa
Mauritius
Morocco
South Africa
Zambia
South Africa
Mauritius
Namibia
Kenya
South Africa
South Africa
South Africa
Angola
Cameroon
Kenya
Mauritius
South Africa
Tanzania
Nigeria
South Africa
South Africa
South Africa
South Africa
South Africa

C
C
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
D
O
O

100,0
94,4
100,0
100,0
75,0
100,0
100,0
100,0
99,9
51,0
50,04
42,5
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
50,04
50,04
100,0
100,0

100,0
94,0
100,0
N/A
N/A
N/A
N/A
N/A
N/A
N/A
74,0
62,9
100,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
74,0
74,0
100,0
100,0

United Kingdom
United Kingdom
United Kingdom
Ireland
United Kingdom
Germany
United Kingdom
United Kingdom
France
Spain
Spain
Spain
Turkey

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

94,4
94,4
94,4
94,4
98,7
74,0
98,7
98,7
99,99
100,0
85,5
100,0
50,0

94,0
94,0
94,0
94,0
95,3
71,5
95,3
95,3
99,99
100,0
85,5
100,0
50,0

Turkey
United Kingdom

D
D

50,0
100,0

50,0
100,0

Portugal

D

100,0

100,0

Austria

D

100,0

100,0

INCORPORATED IN EUROPE
Analysys Limited
Analysys Mason Group Limited
Analysys Mason Limited
Analysys Mason Limited (Ireland)
Intact Holdings Limited
Intact Integrated Services GmbH
Intact Integrated Services Limited
PCI COMMS Limited
Afina France S.A.S.
Afina Sistemas Informaticos S.L.
Data Copy Systems, S.L.
Inaudema, S.L.
Neteks Bilgisayar ve Dis Ticaret Limited Sti
Neteks Íleti΅im Ürünleri Da͛itim Anonim ΄irketi
(50% JV)
NOXS UK Limited
NTIC – Novas Tecnologias de Informação
Comunicação Unipessoal, LDA
Triple AcceSSS IT Distributions & Dienstleistungs
GmbH (Austria)

Nature of
business

2014

2013
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ANNEXURE 1 CONTINUED
for the year ended 28 February 2014

Effective holding (% held)
Subsidiary companies

Country of
incorporation

Nature of
business

2014

2013

INCORPORATED IN EUROPE (continued)
Westcon Africa UK Limited
Westcon Emerging Markets Limited
Westcon European Holdings, Limited
Westcon Group European Holdings Limited
Westcon Group European Operations Limited
WGEO Switzerland GmbH*
Appliance Technology Limited
iConsult (Jersey) Limited
Logicalis BV
Logicalis Channel Islands Limited
Logicalis Deutschland GmbH
Logicalis Finance Ireland Limited
Logicalis GmbH
Logicalis Group Limited
Logicalis Group Services Limited
Logicalis Guernsey Limited
Logicalis Ireland Limited
Logicalis Jersey Limited
Logicalis Networks GmbH
Logicalis Paperflow Limited
Logicalis SMC BV
Logicalis SMC Group BV
Logicalis Solutions Limited
Logicalis Spain S.L.
Logicalis Technical Services Limited
Logicalis UK Limited
PromonLogicalis Latin America Limited
Datatec plc
Westcon Emerging Markets (Cyprus) Limited

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
Switzerland
Ireland
Channel Islands
Netherlands
Channel Islands
Germany
Ireland
Germany
United Kingdom
United Kingdom
Channel Islands
Ireland
Channel Islands
Germany
Channel Islands
Netherlands
Netherlands
Ireland
Spain
Ireland
United Kingdom
United Kingdom
United Kingdom
Cyprus

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
O
O

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
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
N/A
N/A
N/A
N/A
100,0
100,0
100,0
100,0
100,0
N/A
100,0
N/A
100,0
N/A
N/A
N/A
N/A
N/A
N/A
100,0
60,0
100,0
100,0

INCORPORATED IN US AND CANADA
Intact Integrated Services, Inc.
The Via Group, Inc.
Afina Systems Inc.
Westcon CALA, Inc.
Westcon Canada Systems Inc.
Westcon Group North America, Inc.
Westcon Group, Inc.
Logicalis South America, Inc.
Logicalis US Holdings, Inc.
Logicalis, Inc.
PLLAL International LLC
Datatec Networking North America, Inc.
Datatec Networking USA, Inc.
EyeAlike, Inc.
Intertel, Inc.

USA
USA
USA
USA
Canada
USA
USA
USA
USA
USA
USA
USA
USA
USA
USA

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

87,2
61,3
100,0
100,0
100,0
100,0
100,0
60,0
100,0
100,0
60,0
100,0
100,0
72,4
100,0

84,2
52,9
100,0
100,0
100,0
100,0
100,0
60,0
100,0
100,0
60,0
100,0
100,0
72,4
100,0

* New company formed as a result of the merger of Westcon Group European Operations (Switzerland) GmbH and Triple AcceSSS IT
Distributions and Dienstleistungs GmbH (Switzerland)
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Effective holding (% held)
Subsidiary companies
INCORPORATED IN LATIN AMERICA
Analysys Mason do Brasil Limitada
Afina Peru, S.A.C.
Afina Sistemas Informaticos Limitada
Afina Sistemas, Sociedade Limitada
Afina Venezuela, C.A.
Afina, S.R.L.
Afinasis Limitada
Afinasis, S.A. de C.V.
Comstor Colombia S.A.S.
GLS Software S. de R.L.
Servicios Afinasis S.A. de C.V.
Westcon Brasil, Limitada
Westcon Mexico S.A. de C.V.
Logicalis Andina Bolivia LAB. Limitada
Logicalis Andina S.A.C.
Logicalis Argentina S.A.
Logicalis Chile S.A.
Logicalis Colombia S.A.S.
Logicalis Ecuador S.A.
Logicalis Inc. S.A.
Logicalis Mexico, S. de R.L. de C.V.
Logicalis Paraguay S.A.
Logicalis Uruguay S.A.
PromonLogicalis Tecnologia e Participações
Limitada
PTLS Serviços de Technologia e Assessoria
Técnica Limitada
INCORPORATED IN AUSTRALIA AND
NEW ZEALAND
Westcon Group Limited
Westcon Group NZ Limited
Westcon Group Pty Limited
Corpnet (Australia) Pty Limited
Logicalis Australia Pty Limited

Country of
incorporation

Nature of
business

2014

2013

Brazil
Peru
Chile
Brazil
Venezuela
Argentina
Colombia
Mexico
Colombia
Panama
Mexico
Brazil
Mexico
Bolivia
Peru
Argentina
Chile
Colombia
Ecuador
Uruguay
Mexico
Paraguay
Uruguay

C
D
D
D
D
D
D
D
D
D
D
D
D
I
I
I
I
I
I
I
I
I
I

93,5
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
60,0
60,0
60,0
60,0
60,0
60,0
60,0
60,0
60,0

99,0
100,0
100,0
100,0
100,0
100,0
100,0
100,0
N/A
100,0
100,0
100,0
100,0
60,0
60,0
60,0
60,0
60,0
60,0
60,0
N/A
60,0
60,0

Brazil

I

60,0

60,0

Brazil

I

60,0

60,0

New Zealand
New Zealand
Australia
Australia
Australia

D
D
D
I
I

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

100,0
100,0
100,0
100,0
100,0
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ANNEXURE 1 CONTINUED
for the year ended 28 February 2014

Effective holding (% held)
Subsidiary companies

Country of
incorporation

INCORPORATED IN BRITISH VIRGIN
ISLANDS
Comstor Middle East Limited
Westcon Middle East Limited
NetStar Group Holding Limited
Datatec International Holdings Limited

British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands

D
D
I
O

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

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

INCORPORATED IN ASIA
Analysys Mason FZ LLC
Analysys Mason India Pvt. Limited
Analysys Mason Pte. Limited
Intact Integrated Services Pte. Limited
Comstor Malaysia Sdn. Bhd.
Neteks International FZE
PT Westcon Group
PT Westcon Solutions
Westcon Africa FZCo
Westcon Group (Vietnam) Limited
Westcon Group Pte. Limited
Westcon Group Thailand Co. Limited
Westcon Solutions (HK) Limited
Westcon Solutions (Malaysia) Sdn. Bhd.
Westcon Solutions China WFOE
Westcon Solutions IMH Pte. Limited
Westcon Solutions Pte. Limited
Logicalis Asia Pacific MSC Sdn. Bhd.
Logicalis Hong Kong Limited
Logicalis Malaysia Sdn. Bhd.
Logicalis Pte. Limited (Xiamen)
Logicalis Shanghai Limited
Logicalis Singapore Pte. Limited
PT Logicalis Metrodata Indonesia

United Arab Emirates
India
Singapore
Singapore
Malaysia
United Arab Emirates
Indonesia
Indonesia
United Arab Emirates
Vietnam
Singapore
Thailand
Hong Kong
Malaysia
China
Singapore
Singapore
Malaysia
Hong Kong
Malaysia
China
China
Singapore
Indonesia

C
C
C
C
D
D
D
D
D
D
D
D
D
D
D
D
D
I
I
I
I
I
I
I

94,4
94,4
94,4
98,7
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
100,0
100,0
100,0
100,0
51,0

94,0
94,0
94,0
95,3
100,0
N/A
100,0
100,0
100,0
N/A
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

D – Distribution
I – ICT Solutions
C – Consulting Services
O – Other holdings

Nature of
business

2014

2013
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COMPANY STATEMENT OF COMPREHENSIVE INCOME
for the year ended 28 February 2014

Notes
Revenue – management fee income
Operating costs
Impairment
Foreign exchange gains
Depreciation
Share-based payments – equity-settled
Operating profit
Interest income
Dividends received
Profit on disposal of investments
Financing costs – financial institutions
Profit before taxation
Taxation
Total comprehensive income for the year
* Less than R1 million.

1
2

3

2014
ZAR’m

2013
ZAR’m

81
(66)
*
168
*
(18)

58
(49)
(1)
124
*
(16)

165
18
–
4
(3)

116
19
6
–
*

184
(51)

141
(43)

133

98

162

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Our performance

Governance

Our impacts

Annual financial
statements

Notices and
references

COMPANY STATEMENT OF FINANCIAL POSITION
as at 28 February 2014

Notes
ASSETS
Non-current assets
Office furniture and equipment
Subsidiary companies and investments
Other non-current assets
Current assets
Accounts receivable
Subsidiary company loans
Current tax asset
Cash and cash equivalents

4

4
12

Total assets
EQUITY AND LIABILITIES
Equity attributable to equity holder of the parent
Share capital and premium
Non-distributable reserves
Share-based payment reserve
Distributable reserves
Non-current liabilities
Deferred taxation liability
Subsidiary company loans
Current liabilities
Accounts payable
Subsidiary company loans
Taxation liability
Bank overdraft
Total equity and liabilities
* Less than R1 million.

5

3
4
6
4
12
7

2014
ZAR’m

2013
ZAR’m

6 090
1
6 060
29
111
1
45
2
63

6 038
1
6 037
–
53
*
25
–
28

6 201

6 091

5 775
1 318
213
(26)
4 270
43
43
–
383
94
288
–
1

5 749
1 422
213
(23)
4 137
248
24
224
94
43
49
1
1

6 201

6 091
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COMPANY STATEMENT OF CHANGES IN EQUITY
for the year ended 28 February 2014

ZAR’m
Balance at 1 March 2012
Total comprehensive income for
the year
New share issues
Capital distributions
Share-based payment
participation costs#
Share-based payments
Balance at 28 February 2013
Total comprehensive income for
the year
New share issues
Capital distributions
Share-based payment
participation costs#
Share-based payments
Balance at 28 February 2014

Share
capital

NonShare distributable
premium
reserves

Sharebased
payment Distributable
reserves
reserves

Total
equity

2

1 448

213

30

4 039

5 732

–
*
–

–
248
(276)

–
–
–

–
–
–

98
–
–

98
248
(276)

–
–

–
–

–
–

16
(69)

–
–

16
(69)

2

1 420

213

(23)

4 137

5 749

–
*
–

–
217
(321)

–
–
–

–
–
–

133
–
–

133
217
(321)

–
–

–
–

–
–

18
(21)

–
–

18
(21)

2

1 316

213

(26)

4 270

5 775

* Less than R1 million.
#
Share incentive scheme participation costs of R18 million (2013: R16 million) are for shares issued to share scheme participants in respect
of awards that have vested under the share schemes.
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COMPANY STATEMENT OF CASH FLOWS
for the year ended 28 February 2014

2014
ZAR’m

2013
ZAR’m

39
18
(3)
(35)

4
19
*
(15)

Net cash inflow from operating activities

19

8

Cash flow from investing activities
Proceeds on disposal of fixed assets
Dividends received
Cash outflow for acquisition
Additions to property, plant and equipment
Net loans repaid by subsidiaries

*
–
(48)
*
220

–
6
–
(1)
228

Net cash inflow from investing activities

172

233

Cash flow from financing activities
Net proceeds from issue of shares
Capital distributions
Financing of acquisition

117
(321)
48

4
(276)
–

Net cash outflow from financing activities

(156)

(272)

Notes
Cash flow from operating activities
Cash generated from operations
Interest income
Financing costs
Taxation paid

11

12

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

13

35
27

(31)
58

Cash and cash equivalents at the end of the year

13

62

27

* Less than R1 million.
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NOTES TO THE COMPANY
ANNUAL FINANCIAL STATEMENTS
for the year ended 28 February 2014

1.

2014
ZAR’m

2013
ZAR’m

OPERATING PROFIT
Operating profit is arrived at after taking into account the following items:
Auditors’ remuneration
Audit fees – Current year
– Other services

3
*

3
*

Auditors’ remuneration

3

3

(22)
(146)

(2)
(122)

(168)

(124)

*

*

1
1
1
2
14
2

1
1
1
1
*
2

3
27
*

3
22
1

–
5

1
4

5

5

15
3

16
3

18

19

Foreign exchange gains
Realised
Unrealised
Depreciation
Fees for professional services
Managerial
Secretarial
Technical
Advisory
Consulting, professional and acquisitions-related
Taxation
Operating lease rentals
Premises, office furniture, equipment and motor vehicles
Staff costs
Impairment
Directors’ emoluments
Executive directors’ salaries
Non-executive directors’ emoluments – fees

Full details of directors’ emoluments and related-party transactions are
provided in Note 23 of the Group annual financial statements.
2.

INTEREST INCOME
From subsidiary companies
Other investments

* Less than R1 million.
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NOTES TO THE COMPANY
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014

3.

2014
ZAR’m

2013
ZAR’m

32
19

18
25

51

43

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

28,0%
(0,4%)

28,0%
3,3%

Effective tax rate

27,6%

31,3%

–
–
*

1
–
(1)

–

–

(24)
(19)
–

–
(25)
1

(43)

(24)

*
*
(43)

*
*
(24)

(43)

(24)

TAXATION
Taxation charge
Current taxation – Current year
Deferred taxation – Current year

Movement of deferred tax assets
Balance at the beginning of the year
Debit to profit and loss
Other
Movement of deferred tax liabilities
Balance at the beginning of the year
Debit to profit and loss
Other
Analysis of deferred tax liabilities
Office furniture and equipment
Accruals and similar items
Unrealised foreign exchange gains

* Less than R1 million.
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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
Current liabilities
Impairment provisions included in other payables
Directors’ valuation of unlisted investment is R9,3 billion (2013: R9,4 billion).
The directors have reviewed the valuations and believe that the carrying value
of the investments is recoverable.
Details of investments in subsidiaries are recorded in Annexure 1 of the Group
annual financial statements.
Amounts due by/(to) subsidiary companies
Loans
ZAR-denominated loans
Datatec Management Services (Pty) Limited
Westcon SA (Pty) Limited
Comztek (Pty) Limited
Analysys Mason Limited
Logicalis Group Limited
Westcon Group, Inc.
Datatec Integration Services (Pty) Limited
Datatec plc
Datatec Limited Share Incentive Trust
Westcon Emerging Markets Group (Pty) Limited
Intact Integrated Services Inc.
US$-denominated loans
Logicalis Group Limited
Inflow Technologies Private Limited**
Westcon Group, Inc.
Datatec International Holdings Limited
Datatec plc***
The Via Group, Inc.
GBP-denominated loans
Intact Holdings Limited***
Impairment provisions
Net amounts owing by subsidiaries
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2014
ZAR’m

2013
ZAR’m

5 284
498
5 782

5 239
515
5 754

6 060
–
45
(288)
(35)
5 782

6 037
(224)
25
(49)
(35)
5 754

14
*
2
*
8
12
21
–
10
(237)
1

14
*
–
*
5
2
21
*
*
(213)
*

429
–
115
5
148
5

296
24
276
6
–
*

–
533
(35)
498

119
550
(35)
515

Loans amounting to R120 million are subject to the US$ LIBOR six-month rate plus 2,0%.
Loans amounting to R429 million are subject to the US$ LIBOR one-month rate plus 1,5%.
The remainder of the loans are subject to no interest and there are no fixed repayment terms.
* Less than R1 million.
** The loan with Inflow Technologies Private Limited was reclassified to other non-current assets on the sale of Inflow Technologies
Private Limited (see Note 14).
*** During the year Datatec plc borrowed from Datatec Limited in order to capitalise Intact Holdings Ltd thereby increasing the
Group’s shareholding. Intact Holdings Ltd in turn settled its loan with Datatec Limited.
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NOTES TO THE COMPANY
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014

5.

SHARE CAPITAL AND PREMIUM
Authorised share capital
400 000 000 (2013: 400 000 000) ordinary shares of R0,01 each
Issued share capital
197 142 685 (2013: 192 478 092) ordinary shares of R0,01 each
Share premium

2014
ZAR’m

2013
ZAR’m

4

4

2

2

1 316

1 420

1 318

1 422

During the year ended 28 February 2014, 73 100 shares were issued to settle exercises of options under the old
share option scheme; 619 118 shares were issued in settlement of exercises of SARs, LTIP conditional awards and
DBP matching shares under the current share schemes; and the following shares were issued in respect of
acquisition activities in subsidiaries:
Shares for acquisitions
113 868
752 606
605 901

Issue price (ZAR)

Acquired company

R51,16
R53,15
R37,17

The Via Group, Inc.
Comztek Holdings (Pty) Limited
Netarx LLC

1 472 375
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 13 219 119 (2013: 13 146 019) of
the outstanding share options had been exercised and shares issued in settlement. As at 28 February 2014,
90 850 (2013: 171 050) share options had been granted but had not yet been exercised or lapsed.
The shares issued in settlement of exercises of SARs, LTIP conditional awards and DBP matching shares under the
current share schemes have been issued under the authority of the shareholders’ approval for those schemes given
at the Annual General Meeting on 14 September 2011.
As of 28 February 2014, the Group held 203 740 (2013: 14 274) 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 R257 724 (2013: R296 931).

6.

ACCOUNTS PAYABLE
Other payables
Current portion of long-term liabilities

The carrying value of other payables approximates the fair value.

2014
ZAR’m

2013
ZAR’m

46
48

43
–

94

43
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2014
ZAR’m

2013
ZAR’m

1

1

COMMITMENTS
Operating lease commitments
Due within one year:
Property

1

1

Due between one and five years:
Property

*

1

BANK OVERDRAFT
Total borrowings at year-end
Datatec Limited has general short-term banking facilities amounting to
R30 million (2013: R30 million) with The Standard Bank of South Africa Limited,
bearing interest at the South African prime interest rate (9,0% as at 28 February
2014 and 8,5% as at 28 February 2013).
Datatec Limited also has access to an uncommitted lending facility amounting
to R30 million (2013: R30 million) with Investec Bank Limited in South Africa,
bearing interest at the South African prime interest rate (9,0% as at
28 February 2014 and 8,5% as at 28 February 2013). At 28 February 2014, no
amount was drawn (2013: Rnil).

8.

* Less than R1 million.

9.

CONTINGENT LIABILITIES, GUARANTEES AND LITIGATION
Datatec Limited has, in the ordinary course of business, issued guarantees and letters of comfort to third parties in
respect of trading facilities and lease commitments and to banks that provide facilities to subsidiaries.
Datatec Limited stands surety on behalf of Westcon Emerging Markets Group (Pty) Limited for Westcon SA’s banking
facilities with The Standard Bank of South Africa Limited. At 28 February 2014, the facilities amounted to R56 million
(2013: R56 million).
Datatec Limited stood guarantor on behalf of Analysys Mason Limited in favour of HSBC Bank. At 28 February 2014,
the facility amounted to £1,5 million (2013: £1,5 million).

10.

FINANCIAL INSTRUMENTS
10.1 Financial risk management objectives
The Company’s senior management is responsible for monitoring and managing the financial risks relating
to the operations of the Company. This is achieved through the use of internal risk analyses which analyse
exposures by likelihood and magnitude of risks. These risks include market risk (including currency and
interest risk), credit risk and liquidity risk.
The Company does not enter into or trade financial instruments, including derivative financial instruments,
for speculative purposes.
When appropriate, management reports to the Group’s Audit, Risk and Compliance Committee.
The Company’s financial instruments consist mainly of cash and cash equivalents, accounts receivable,
accounts payable and borrowings.
10.2

Capital risk management
The Company manages its capital to ensure that it will be able to continue as a going concern while
maximising the return to stakeholders. The Company’s overall strategy with respect to the debt and equity
balance remains unchanged from 2013. The capital structure of the Company consists of cash and cash
equivalents and equity attributable to equity holders, comprising issued capital (Note 5), reserves and
retained earnings.
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NOTES TO THE COMPANY
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014

10.

FINANCIAL INSTRUMENTS (continued)
10.3 Categories of financial instruments
Financial assets
Loans and receivables (including cash and cash equivalents)

2014
ZAR’m

2013
ZAR’m

109

53

(383)

(94)

Financial liabilities
Liabilities at amortised cost
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.
Accounts receivable 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.

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
2014
Trade payables
Financial guarantees/commitments
2013
Financial guarantees/commitments

0 – 1 year

Total

*
(132)

*
(132)

(132)

(132)

(121)

(121)

(121)

(121)

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.
* Less than R1 million.
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FINANCIAL INSTRUMENTS (continued)
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 on occasion enters into forward foreign
exchange contracts (“FECs”) to hedge the exchange rate risk arising on transactions denominated in
foreign currency.
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.
Foreign currency sensitivity analysis
The following table details the Company’s sensitivity to a 10% change in the South African Rand against the
listed foreign currency rates.
The sensitivity rate that represents management’s assessment of the possible change in foreign exchange
rates is 10%. The sensitivity analysis includes only outstanding foreign currency denominated monetary items
and adjusts their translation at the year-end for a 10% change in the listed 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 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$
(Gain)/loss
Profit before tax
Other equity

10.8

GBP

2014
ZAR’m

2013
ZAR’m

2014
ZAR’m

2013
ZAR’m

6
69

7
57

*
15

*
8

Interest rate risk management
The Company is exposed to interest rate risk as it borrows funds at both fixed and floating interest rates.
The risk is managed by the Company by maintaining an appropriate mix between fixed and floating rate
borrowings. The interest rate characteristics of new borrowings and the refinancing of existing borrowings
are positioned according to expected movements in interest rates and defined risk appetite.
The Company’s exposures to interest rates on financial liabilities are detailed in the liquidity risk management
section of this note (see Note 10.5).
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 Company’s;
• profit for the year ended 28 February 2014 would increase by a net amount of R0,4 million (2013: R0,3
million); and
• other equity for the year ended 28 February 2014 would not be affected materially.
* Less than R1 million.
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NOTES TO THE COMPANY
ANNUAL FINANCIAL STATEMENTS CONTINUED
for the year ended 28 February 2014

11.

CASH GENERATED FROM OPERATIONS
Profit before taxation
Adjusted for:
Unrealised foreign exchange gains
Share-based payments
Profit on disposal of investment
Loss on disposal of property, plant and equipment
Depreciation
Interest income
Finance costs
Dividends received
Impairment of investment
Other non-cash items
Operating profit before working capital changes
Working capital changes:
(Decrease)/increase in accounts receivable
Increase/(decrease) in accounts payable

12.

13.

TAXATION PAID
Amounts payable/(receivable) at the beginning of the year
Amounts charged to the income statement
Amount receivable/(payable) at the end of the year

CASH AND CASH EQUIVALENTS AT THE BEGINNING/END OF THE YEAR
Cash resources
Bank overdraft

13.1

14.

2014
ZAR’m

2013
ZAR’m

184

141

(146)
18
(4)
*
*
(18)
3
–
*
–

(122)
16
–
*
*
(19)
*
(6)
1
(2)

37

9

(1)
3

1
(6)

39

4

1
32
2

(2)
18
(1)

35

15

63
(1)

28
(1)

62

27

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:
– The loan with Inflow Technologies Private Limited was reclassified to a non-current asset.
– The Company issued shares to fund a portion of the consideration for the acquisition of Comztek Holdings
(Pty) Limited.
– The Company sold its shareholding in Westcon Africa FZCo to Westcon Emerging Markets (Pty) Limited,
and this was settled on loan account.

OTHER NON-CURRENT ASSETS
The loan with Inflow Technologies Private Limited was reclassified from subsidiary loans to non-current assets on the
sale of Inflow Technologies Private Limited in August 2013.
The loan is subject to interest at US$ LIBOR three month plus 1,0%.
The terms of the loan were revised in August 2013, and are as follows:
• A moratorium will be placed on the interest repayable on the restructured loan for a period of three years from
30 September 2013.
• Interest on the restructured loan shall continue to accrue from the issue date of the original loan and become due
and payable from 1 October 2016 together with the principal repayments in pro-rated equal instalments.
• The amount of the restructured loan shall be repaid during the third, fourth and fifth years following 30 September
2013 in twelve quarterly instalments, with the first instalment due on 1 October 2016.
* Less than R1 million.
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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 DaVinci
Hotel & Suites, Nelson Mandela Square, corner Maude and 5th Street, Sandown, Sandton 2196, Republic of South Africa
at 12:00 on Wednesday, 17 September 2014 for the purpose of considering the following business to be transacted and
voting on the resolutions with or without modification:
1.

PRESENTATION OF ANNUAL FINANCIAL STATEMENTS
“To present Datatec’s audited annual financial statements for the year ended 28 February 2014, including the directors’
report, the Audit, Risk and Compliance Committee report, and Group audited annual financial statements for the year
ended 28 February 2014 all of which are contained from pages 96 to 172 of the Integrated Report.”

2.

RE-ELECTION OF DIRECTOR
Ordinary Resolution Number 1
“Resolved that Mr SJ Davidson 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 14 of the annual report for Mr Davidson’s brief curriculum vitae. On behalf of the Board,
Mr NJ Temple, the senior non-executive director confirms that on the basis of the annual evaluation of the Board and
of the performance of individual directors the performance and commitment of Mr Davidson throughout his period of
office was highly satisfactory.
In order for this resolution to be adopted, the support of a majority of votes cast by shareholders present or
represented by proxy at the Meeting is required.

3.

RE-ELECTION OF DIRECTOR
Ordinary Resolution Number 2
“Resolved that Mr JF McCartney 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 15 of the annual 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.

4.

RE-ELECTION OF DIRECTOR
Ordinary Resolution Number 3
“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 15 of the annual 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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NOTICE OF ANNUAL GENERAL MEETING CONTINUED

5.

ELECTION OF DIRECTOR
Ordinary Resolution Number 4
“Resolved that Mr PJ Myburgh, who was appointed by the Board on 1 May 2014, be and is hereby elected as a
director of the Company.”
Please refer to page 14 of the annual report for Mr Myburgh’s brief curriculum vitae. On behalf of the Board, the
Chairman confirms that Mr Myburgh’s qualifications, strong corporate finance background and extensive international
mergers and acquisitions experience 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 5
“Resolved that the reappointment of Deloitte & Touche as auditors of the Company be approved and that
Mr Mark Holme be reappointed 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, RISK AND COMPLIANCE COMMITTEE MEMBERS
Ordinary Resolution Number 6
“Resolved that the Audit, Risk and Compliance Committee be elected to serve from this Meeting to the 2015 Meeting
by separate election to the committee of the following independent non-executive directors:
6.1 – Mr CS Seabrooke;
6.2 – Prof LW Nkuhlu;
6.3 – Ms O Ighodaro;
6.4 – Mr SJ Davidson.”
Please refer to pages 14 and 15 of the annual report for Mr Seabrooke’s, Prof Nkuhlu’s, Ms Ighodaro’s and
Mr Davidson’s brief curricula vitae. On behalf of the Board, the Chairman or the senior non-executive director (as
applicable) confirms that each candidate for election to the Audit, Risk and Compliance 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, Risk and Compliance 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 7
“Resolved that the remuneration policy of the Company for 2014 as reflected on page 65 of the Integrated Report of
which this notice forms part be and is hereby endorsed through a non-binding advisory vote as recommended 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
2015, which are unchanged from the previous year, 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 2015 until the Company’s 2015 Meeting.
Directors’ fees for the financial year ending 28 February 2015:
• 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;
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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.”

Reason for Special Resolution Number 1:
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 TO PROVIDE FINANCIAL ASSISTANCE TO ANY GROUP COMPANY
Special Resolution Number 2
“Resolved that the provision of financial assistance by the Company be and is hereby approved, subject to the
provisions of the Companies Act, to any related or inter-related (as defined in the Companies Act) company or
corporation of the Company, on terms and conditions which the directors may determine up to a limit of
US$200 million.”
Reason for Special Resolution Number 2:
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 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 Group companies 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 adds time and expense. If approved,
this general authority will expire at the end of two years and shall not exceed US$200 million which would apply
cumulatively over that period.
Notification
Written notice in terms of section 45(5) of the Companies Act of any such resolution by the Board shall be given to all
shareholders of the Company and any trade union representing its employees:
• within 10 business days after the Board adopts the resolution, if the total value of the financial assistance
contemplated in that resolution, together with any previous such resolution during the financial year, exceeds
one-tenth of 1% of the Company’s net worth at the time of the resolution; or
• within 30 business days after the end of the financial year, in any other case.
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
will be 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.

11.

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:
• 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;
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NOTICE OF ANNUAL GENERAL MEETING CONTINUED

• 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;
• at any point in time, the Company will only appoint one agent to effect any repurchase(s) on its behalf;
• 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;
• 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 counter party (reported trades are
prohibited);
• 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, as at the beginning of the 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;
• any such repurchases are subject to exchange control approval at that point in time;
• 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; and
• 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.”
75% (seventy-five percent) of the votes cast by shareholders present or represented by proxy at the Meeting must be
cast in favour of this resolution in terms of the Listings Requirements of the JSE in order for it to be adopted.
Additional disclosure
For purposes of considering Special Resolution Number 3 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:
• Directors and management (refer page 182 of this report);
• Major shareholders (refer page 181 of this report);
• Directors’ interests in securities (refer pages 76 and 77 of this report); and
• Share capital of the Company (refer page 129 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:
• the Company and the Group will be able to repay its debts in the ordinary course of business for a period of
12 (twelve) months following the date of the general repurchase;
• 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 (twelve) 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;
• the share capital and reserves of the Company and the Group will be adequate for ordinary business purposes for a
period of 12 (twelve) months after the date of the general repurchase;
• the working capital of the Company and the Group will be adequate for ordinary business purposes for a period of
12 (twelve) months following the date of the repurchase; and
• 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 182 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 138, 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.
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Directors’ responsibility statement
The directors, whose names are given on page 182 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
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 up to 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.
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.
12.

AUTHORITY TO SIGN ALL DOCUMENTS REQUIRED
Ordinary Resolution Number 8
“Resolved that subject to the passing of terms of the Ordinary Resolutions 1 to 7 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 7 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.

13.

THE SOCIAL AND ETHICS COMMITTEE REPORT
Please refer to page 91 of the Integrated Report for the Social and Ethics Committee Report.

14.

TO TRANSACT SUCH OTHER BUSINESS AS MAY BE TRANSACTED AT AN ANNUAL GENERAL MEETING

NOTICE OF ANNUAL GENERAL MEETING
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 receive notice of the Meeting is Friday, 8 August 2014.
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, 12 September 2014. Accordingly,
the last day to trade for the purposes of being entitled to attend and vote at the Meeting is Friday, 5 September 2014.
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 Monday, 15 September 2014. Any forms of proxy not lodged by this time must be handed to the
chairperson 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.
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NOTICE OF ANNUAL GENERAL MEETING CONTINUED

Proxy forms must only be completed by shareholders who have dematerialised their shares with “own name” registration or
who have not dematerialised their shares.
Every member present in person or by proxy and entitled to vote at the 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.
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 Meeting in person must obtain the
necessary letter of representation from their CSDP or broker.
Shareholders holding depositary interests in shares on the Jersey Branch register should forward the form of instruction sent
to them with this notice to Computershare Investor Services (Jersey) Limited in accordance with the instructions on the form
of instruction.
Shares held by a share trust or scheme will not have their votes at 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 185, 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 chairperson of the Meeting.
Forms of identification include valid identity documents, driver’s licences and passports.
By order of the Board

SP Morris
For and on behalf of
Datatec Management Services (Pty) Limited
Company Secretary
Sandton
31 July 2014
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FORM OF PROXY

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 above mentioned 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 Wednesday,17 September 2014 and at any adjournment of
that meeting.

Signed at

this

day of

2014

Signature

No.
1.
2.
3.
4.
5.
6.

Type
O1
O2
O3
O4
O5
O6

7.
8.
9.
10.
11.

O7
S1
S2
S3
O8

O = Ordinary
S = Special

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.
Re-election of SJ Davidson
Re-election of JF McCartney
Re-election of CS Seabrooke
Election of PJ Myburgh
Reappointment of independent auditors
Election of Audit, Risk and Compliance Committee members:
6.1 Election of CS Seabrooke
6.2 Election of LW Nkuhlu
6.3 Election of O Ighodaro
6.4 Election of SJ Davidson
Non-binding advisory vote on remuneration policy
Approval of non-executive directors’ fees
Authority to provide financial assistance to Group companies
General authority to repurchase shares
Authority to sign all documents required

In favour of
resolution

Against
resolution

Abstain
from voting
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NOTES TO THE FORM OF PROXY

I.
2.

3.

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.
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.
Members registered in their own name are members who elected not to participate in the Issuer-Sponsored Nominee
Programme and who appointed Computershare Investor Services Proprietary 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
Monday, 15 September 2014. 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 Annual 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;
• 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;
• 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;
• any appointment by a shareholder of a proxy is revocable, unless the form of instrument used to appoint such proxy
states otherwise;
• 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
• 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.
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SHARES AND SHAREHOLDERS

1 March
2013 to
28 February
2014

1 March
2012 to
28 February
2013

54 038
27,54%
2 888

79 044
41,41%
3 844

JSE Limited prices (ZAR cents)
Closing
High
Low

4 701
6 138
4 270

4 871
5 768
4 199

London Stock Exchange (AIM) prices (UK pence)
Closing
High
Low

262,5
391,9
246,5

358,0
410,0
322,9

34,93%
65,07%

34,60%
65,40%

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 (R’million)

Public/non-public shareholding
Percentage of shares held by non-public shareholders
Percentage of shares held by public shareholders
Analysis of shareholdings extracted from the register at 28 February 2014:
Shareholder type

Shareholders in SA

Shareholders
outside SA

Total shareholders

Number

Percentage
of shares

Number

Percentage
of shares

Number

Percentage
of shares

2
2
1

0,36%
25,80%
0,55%

3
–
–

8,22%
0,00%
0,00%

5
2
1

8,58%
25,80%
0,55%

Total non-public
Public

5
5 834

26,71%
48,95%

3
310

8,22%
16,12%

8
6 144

34,93%
65,07%

Total

5 839

75,66%

313

24,34%

6 152

100,00%

Directors
Shareholders over 10%
Treasury

The following are the principal beneficial shareholders whose holdings, directly or indirectly, in the Company total more than
3% of the issued share capital as at 28 February 2014:
Government Employees Pension Fund (PIC) (SA)
Old Mutual Life Assurance Co Limited (SA)
Jens Montanana (Director)
Allan Gray (Equity Fund, Balanced Fund and Stable Fund)
Foord (Balance Fund, Equity Fund and FDG-AM (ZA) Fund)

28 404 312
22 467 421
15 463 426
15 127 250
13 162 347

14,41%
11,40%
7,85%
7,68%
6,68%
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SHAREHOLDERS’ DIARY

Annual General Meeting

17 September 2014

Interim results to 31 August 2014

Published

15 October 2014

Annual results to 28 February 2015

Published

13 May 2015

2015 Integrated Report

Published

August 2015

ADMINISTRATION
BOARD OF DIRECTORS
NAME

DATE OF APPOINTMENT

POSITION HELD AT 28 FEBRUARY 2014

JP Montanana (British)+

6 October 1994

Chief Executive Officer

RP Evans (British)

1 May 2012

Chief Financial Officer

PJ Myburgh

1 May 2014

–

1 February 2007

Chairman

1 September 2010

Independent non-executive director

16 July 2007

Independent non-executive director

LW Nkuhlu*

1 September 2006

Independent non-executive director

CS Seabrooke*^#

6 October 1994

Independent non-executive director

1 October 2002

Senior non-executive director

Executive directors

Non-executive directors
SJ Davidson (British)*^#+
#

O Ighodaro (Nigerian/British)*
^#

JF McCartney (American)
+

^

NJ Temple (British)

* Audit, Risk and Compliance Committee
^
Remuneration Committee
#
Nomination Committee
+
Social and Ethics Committee
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GLOSSARY

AIM

Alternative Investment Market, the
London Stock Exchange’s international
market for smaller, growing companies

AME

Africa and Middle East

Analysys Mason A company within Datatec’s Consulting
Services division, which provides
specialist advice in telecoms, IT and
media
B-BBEE

Broad-Based Black Economic
Empowerment

The Board

The Board of Directors of Datatec
Limited, as set out on pages 14 and 15

CEO

Chief Executive Officer

CFO

Chief Financial Officer

The Company or Datatec Limited, listed on the JSE in the
Datatec
‘Computer Services’ sector and on the
LSE’s AIM and its subsidiaries as the
context indicates
The Companies
Act

South African Companies Act, 71 of
2008, as amended

Comztek

Comztek Holdings (Pty) Limited

CPI

Consumer Price Index

CSI

Corporate social investment

The current year The year ending 28 February 2015
CV

Curriculum vitae

EMEA

Europe, Middle East and Africa

EXCO

Executive Committee

GTDC

Global Technology Distribution Council

Intact

A company within Datatec’s Consulting
Services division during the year, which
provides high-end professional services
related to networking and support.
Intact has been transferred to Westcon’s
newly established Services unit in the
current year

JSE

The securities exchange operated by
JSE Limited

King III Report
or King III

King Report on Corporate Governance
for South Africa, 2009

KPIs

Key performance indicators – a set of
quantifiable measures that a company
or industry uses to gauge or compare
performance in terms of meeting its
strategic and operational goals

Logicalis or
Logicalis Group

A division of Datatec that supplies IT
solutions and managed services

LSE

London Stock Exchange

NASDAQ

National Association of Securities
Automated Quotations. A United States
electronic securities market

NGO

Non-governmental organisation

NYSE

New York Stock Exchange

OECD

Organisation for Economic Co-operation
and Development

OSHA

Occupational Safety and Health
Administration

SAICA

South African Institute of Chartered
Accountants

The previous
year

The year ended 28 February 2013

The Trust

Datatec Educational and Technology
Trust

The UK Code

UK Corporate Governance Code

The Via Group

A company within Datatec’s Consulting
Services division, providing unified
communications and voice solutions

The year or
the year under
review

The year ended 28 February 2014

WEE

Waste Electrical Equipment

Westcon or
Westcon Group

A division of Datatec that supplies
unified communications, network
infrastructure, data centre and security
solutions worldwide

184

Datatec Integrated Report 2014
Datatec at a glance

Our focus

Our performance

Governance

Our impacts

Annual financial
statements

Notices and
references

FINANCIAL DEFINITIONS

TECHNICAL DEFINITIONS

Amortisation

Big data

CAGR

CDI
DBP
Depreciation

Diluted HEPS

EBITDA
EPS

FY
HEPS

IFRS
LTIP
Organic growth

PE ratio
RNS
SARs
SENS
TSR
UEPS

Underlying
earnings

The systematic allocation of the cost of
an intangible asset over its useful life
Compound annual growth rate. The
year-on-year growth measured over an
extended period of time
Certificados de Deposito Interbancário
Brazil Interbank deposit rate
Deferred Bonus Plan
The systematic allocation of the cost of
an asset, less its residual value, over its
useful life
Diluted headline earnings per share. The
weighted average number of shares, as
calculated, is adjusted for the effect of
the share-based payment schemes and
other items that have a dilutive effect
Earnings before interest, taxation,
depreciation and amortisation
Earnings per share. The portion of a
company’s profit attributable (equally)
to each outstanding ordinary share
Financial year; for Datatec, ending on
28 February
Headline earnings divided by the
weighted average number of shares in
issue during the financial year
International Financial Reporting
Standards
Long-Term Incentive Plan
The growth rate that a company can
achieve by increasing output and
enhancing sales. This excludes any
profits or growth acquired from
takeovers, mergers or acquisitions
Price earnings ratio
Regulatory News Service
Share Appreciation Rights
Stock Exchange News Service
Total shareholder return
Underlying earnings divided by the
weighted average number of shares in
issue during the financial year
Earnings excluding goodwill and
intangibles impairment, amortisation of
acquired intangible assets, acquisitionrelated adjustments, profit or loss on
sale of assets and businesses, fair value
movements on acquisition-related
financial instruments and unrealised
foreign exchange movements

A collection of data sets so large and
complex that it becomes difficult to
process using on-hand database
management tools or traditional data
processing applications
Cloud computing A generic term for flexible or hosted on
the internet IT related services for
consumers and business, including
storage, computing power, software
development, and applications. These
services eliminate the need for in-house
IT resources
Collaboration
Collaboration refers to highly diversified
teams working together inside and
outside a company with the purpose of
creating value by improving innovation,
customer relationships and efficiency
while leveraging technology for effective
interaction between the virtual and
physical spaces
Data centre
A centralised storage facility by an
application service provider to retain
database information
ERP
Enterprise Resource Planning systems
integrate internal and external
management of information across an
entire organisation
Hardware
The machines, wiring and other physical
components or other electronic system
ICT
Information Communications Technology
– an umbrella term that includes any
communication device or application,
encompassing radio, television, mobile
phones, computer and network
hardware and software, satellite systems
and so on, as well as the various
services and applications associated
with them, such as videoconferencing
and distance learning
ICT solutions
Include any product or service through
which information can be digitally stored,
retrieved or transferred
IT
Information Technology
IP
Internet Protocol – the principal
operating protocol of the internet
whereby packets of digital information
are routed to the users’ IP addresses
ITSM
Information Technology Services
Management. Control over or approach
to information technology as it impacts
business objectives and customer
requirements and demands
SaaS
Software that is provided “as a service”.
Software applications are delivered and
managed remotely over a secure
internet connection and a standard web
browser
System
Company focused on integrating IT
integrators
systems and providing related services

CONTACT DETAILS

REGISTRATION NUMBER
1994/005004/06
REGISTERED OFFICE
Ground Floor
Sandown Chambers
Sandown Village
16 Maude Street
Sandown
South Africa
Tel +27 (0)11 233 1000
Fax +27 (0) 11 233 3300
110 Buckingham Avenue
Slough
Berkshire SL14PF
United Kingdom
Tel +44 (0) 1753 797 100
Fax +44 (0) 1753 797 150
COMPANY SECRETARY
Datatec Management Services (Pty) Limited
(Managing Director – SP Morris)
OFFICE – UK
2nd Floor, Bush House
North West Wing
London
WC2B 4PJ
United Kingdom
Tel +44 (0) 207 395 9000
Fax +44 (0) 207 395 9001
OFFICE – USA
520 White Plains Road
Tarrytown
New York 10591
USA
Tel +1 914 829 7170
Fax +1 914 829 7184
SPONSOR
Rand Merchant Bank (a division of FirstRand Bank
Limited)
1 Merchant Place
Corner Fredman Drive and
Rivonia Road
Sandton, 2196
South Africa
NOMINATED ADVISER AND JOINT BROKER
Jefferies Hoare Govett (European Headquarters)
Vintners Place
68 Upper Thames Street
London EC4V 3BJ
United Kingdom

JOINT BROKER
finnCap Limited
60 New Broad Street
London EC2M 1JJ
TRANSFER SECRETARIES
Computershare Investor Services Proprietary Limited
Ground Floor
70 Marshall Street
Johannesburg, 2001
South Africa
Computershare Investor Services (Jersey) Limited
Ordnance House
31 Pier Road
St Helier, Jersey
Channel Islands
JE4 8PW
United Kingdom
CORPORATE LAW ADVISERS AND CONSULTANTS
Bowman Gilfillan (Pty) Limited
165 West Street
Sandton, 2196
South Africa
AUDITORS
Deloitte & Touche
Deloitte Place
The Woodlands
Woodlands Drive
Woodmead
Sandton, 2148
South Africa
PRINCIPAL BANKERS – SA
The Standard Bank of South Africa Limited
Corporate and Investment Banking
30 Baker Street
Rosebank
Johannesburg
South Africa
PRINCIPAL BANKERS – UK
HSBC Bank Plc
Thames Valley Corporate Banking Centre
Apex Plaza
Reading RG1 1AX
United Kingdom
PRINCIPAL BANKERS – USA
HSBC Business Credit (USA) Inc.
452 Fifth Avenue
New York, NY 10018
USA
GE Corporate Financial Services
201 Merritt 7
Norwalk, CT 06856
United Kingdom

BASTION GRAPHICS

www.datatec-group.com
www.westcongroup.com
www.logicalis.com
www.analysysmason.com
www.theviagroup.com
www.mason.biz

