
Notes to the Group consolidated annual financial 
statements continued

for the year ended 28 February 2018

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 
International.

In connection with Westcon International’s investment in the Turkish joint venture, Neteks, Westcon International has 
guaranteed 50%, up to a maximum of US$15 million, related to the joint venture’s finance facility with a bank. The 
guarantee would require Westcon International 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 2018 was US$6.2 million (FY17: US$5.5 million).

Logicalis has a contingent liability in respect of a possible tax liability at its PromonLogicalis Latin America Limited 
(“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.

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.

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 2018, the inter-group sales of goods and provision of services amounted to US$43.6 million 
(FY17: US$49.0 million), which are eliminated on consolidation. Balances and transactions between the Company and its 
subsidiaries, which are related parties of the Company, have been eliminated on consolidation and are not disclosed in 
this note.

Logicalis has an inventory purchase agreement with SYNNEX Corporation for three years.

During the year, the Group entered into the following trading transactions with a related party that is not a member of 
the Group:

Sale of 
goods

US$’000

Purchases 
of goods
US$’000

Trading transactions
SYNNEX Corporation Limited 371 40 303

The following balances were outstanding at the end of the reporting period:

Amounts 
owed by 

related party

Amounts 
owed to 

related party

SYNNEX Corporation Limited 60 1 381

SYNNEX Corporation Limited became a related party to the Datatec Group on 1 September 2017 when it purchased 
10% of Westcon International. Sales of goods to SYNNEX Corporation Limited were made at arm’s length. The amounts 
outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No expenses have 
been recognised in the current year for doubtful debts in respect of amounts owed by the related party. In addition to 
the above transactions, SYNNEX Corporation Limited has the option to purchase 10% of the share capital of Westcon 
International (refer to Note 19). 
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Re-presented
20171
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23. RELATED-PARTY TRANSACTIONS (continued)
Key management personnel compensation
Short-term employee benefits 7 278 7 881
Post-employment benefits 274 368
Share-based payments 545 135

8 097 8 384
1  The prior year has been re-presented to show comparative results from continuing and discontinued operations in accordance with 

IFRS 5 (refer to Note 36).

Key management personnel compensation comprises the compensation of 12 (FY17 re-presented: 14) senior executives 
of the Group’s divisions. The FY18 short-term employee benefits of key management personnel include US$679 000 of 
deal completion bonuses that has been included in the profit on disposal of discontinued operation (refer to Note 36). 
The remuneration of Datatec’s executive directors is included in Note 3 and in the tables below. There were no other 
prescribed officers in the Company.

Directors’ emoluments
The following tables set out the remuneration of individual directors who held office during FY18 and FY17:

FY18 – US$’000
Basic 
salary

FY18 
bonus

Deal 
completion

 bonus Fees  Pension 
 Other 

benefits Total

Executive directors
JP Montanana  1 340  1 005  3 500 –  201  26  6 072
IP Dittrich  436  196  1 750 –  65  15  2 462

Total executive directors  1 776  1 201  5 250  –  266  41  8 534

Non-executive directors
SJ Davidson – – –  202 – –  202
O Ighodaro – – –  88 – –  88
JF McCartney – Datatec fees – – –  85 – –  85
JF McCartney – Westcon fees 
(to 31 August 2017) – – –  31 – –  31
MJN Njeke – – –  98 – –  98
CS Seabrooke – – –  116 – –  116
NJ Temple – – –  90 – –  90

Total non-executive directors  –  –  –  710  –  –  710

Total directors’ emoluments  1 776  1 201  5 250  710  266  41  9 244

Operating expenses  1 776  1 201 – 710  266  41  3 994
Profit on disposal of Westcon 
Americas – –  5 250 – – –  5 250

 1 776  1 201  5 250  710  266  41  9 244

During FY18 the Remuneration Committee awarded a deal completion bonus of US$3 500 000 to Mr Montanana and 
US$1 750 000 to Mr Dittrich, following the successful completion of the disposal of Westcon Americas to SYNNEX.

Other benefits include private medical insurance, permanent health insurance, life assurance and fuel for private vehicles.
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Notes to the Group consolidated annual financial 
statements continued

for the year ended 28 February 2018

23. RELATED-PARTY TRANSACTIONS (continued)
Directors’ emoluments (continued)

FY17 – US$’000
Basic 
salary

FY17 
bonus Fees  Pension 

 Other 
benefits Total

Executive directors
JP Montanana  1 340  285  –  201  29  1 855
IP Dittrich (from 30 May 2016)  286  109  –  43  8  446
PJ Myburgh (to 31 July 2016)  159  –  –  24  4  187

Total executive directors  1 785  394  –  268  41  2 488

Non-executive directors
SJ Davidson – –  198 – –  198
O Ighodaro – –  83  – –  83
JF McCartney – Datatec fees – –  83 – –  83
JF McCartney – Westcon fees – –  61 – –  61
MJN Njeke (from 1 September 2016) – –  44 – –  44
LW Nkuhlu (to 9 September 2016) – –  51  –  –  51
CS Seabrooke – –  114 – –  114
NJ Temple – –  88 – –  88

Total non-executive directors –  –  722  –  –  722

Total directors’ emoluments  1 785  394  722  268  41  3 210

Of the emoluments shown above, US$887 000 (2017: US$860 000) was paid by Datatec Limited and US$8 357 000 
(2017: US$2 405 000) was paid by subsidiaries of Datatec Limited.

There were no changes to the Board of directors (appointments, resignations or retirements) during the year.

Directors holding office during FY18 held the following share appreciation rights (“SARs”) under the rules of the SAR 
Scheme:

Grant 
date

Grant 
price
(ZAR)

SARs 
held at the 
beginning 

of the year

Granted 
during 

the year

Modified
 during 

the year

Exercised
 during 

the year

Lapsed
 during 

the year

SARs 
held at 

year-end

JP Montanana 15/05/2014 50.55  371 519  –  –  –  (371 519)  – 
14/05/2014 35.79  370 654  –  258 346  –  –  629 000 
12/05/2016 27.20  661 325 –  460 944  –  –  1 122 269 
28/07/2017 34.94  –  441 341  307 614  –  –  748 955 

Sub-total 1 403 498  441 341 1 026 904  –  (371 519) 2 500 224

IP Dittrich 12/05/2016 27.20  181 888 –  126 776 –  –  308 664 
28/07/2017 34.94  –  135 556  94 483  – –  230 039

Sub-total  181 888  135 556  221 259 –  –  538 703

Total 1 585 386  576 897 1 248 163  –  (371 519) 3 038 927

The underlying earnings per share growth performance condition for the vesting of the 2014 SARs was not met and 
accordingly the awards did not vest and lapsed in May 2017. The SARs in issue at 15 January 2018 were modified to 
account for the special dividend on that date; the number of awards was increased by 69.7% and the grant price was 
reduced by a factor of 1.697. No SARs were available for exercise during FY18 or FY17. 

128

Datatec Integrated Report 2018

Overview 1 – 15 Our performance 16 – 33 Our governance 34 – 69 Our financial results 70 – 155 Notices and references 156 – 169



23. RELATED-PARTY TRANSACTIONS (continued)
Directors’ emoluments (continued)
Directors holding office during FY18 held the following conditional awards under the Long-Term Incentive Plan (“LTIP”):

Grant 
date

Awards 
held at the
 beginning

 of the year

Granted
 during

 the year

Modified
 during

 the year

Vested 
and settled
 during the

 year

Lapsed/
forfeit 

during the
 year

Awards 
held at

 year-end

JP Montanana 15/05/2014  371 519  –  –  –  (371 519)  –
14/05/2015  370 654  –  258 346  –  –  629 000
12/05/2016  661 325  –  460 944  –  – 1 122 269
28/07/2017 –  441 341  307 614 –  –  748 955

Sub-total 1 403 498  441 341 1 026 904 –  (371 519) 2 500 224

IP Dittrich 12/05/2016  136 416 –  95 082  –  –  231 498
28/07/2017 –  101 667  70 862 –  –  172 529

Sub-total  136 416  101 667  165 944  –  –  404 027

Total 1 539 914  543 008 1 192 848  –  (371 519) 2 904 251

The total shareholder return (“TSR”) performance condition for the vesting of the 2014 conditional awards under the LTIP 
was not met and accordingly the awards did not vest and lapsed in May 2017. The LTIP conditional awards in issue at 
15 January 2018 were modified to account for the special dividend on that date; the number of awards was increased 
by 69.7%. 

Directors holding office during FY18 held the following Datatec shares acquired and pledged under the terms of the 
Deferred Bonus Plan (“DBP”):

Date of 
purchase 

of pledged
 shares

Share 
price
(ZAR)

Pledged
 shares 

held at the
 beginning 
of the year

Pledged 
shares 

purchased 
during 

the year

Matched 
during 

the year

Lapsed 
or forfeit 

during 
the year

Pledged
 shares

held at the 
end of

the year

JP Montanana 04/06/2014 52.67  50 000  –  (25 000)  (25 000)  – 
11/06/2015 67.75  130 000  –  –  –  130 000
28/06/2016 43.49  100 000  –  –  –  100 000
28/07/2017 N/A  –  –  –  –  – 

Sub-total  280 000  –  (25 000)  (25 000)  230 000

IP Dittrich 29/06/2016 43.49  45 745  –  – – 45 745
28/07/2017 N/A  –  –  –  –  – 

Sub-total  45 745  –  – –  45 745

Total  325 745  –  (25 000)  (25 000)  275 745
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Notes to the Group consolidated annual financial 
statements continued

for the year ended 28 February 2018

23. RELATED-PARTY TRANSACTIONS (continued)
Directors’ emoluments (continued)
No modification is required to account for the special dividend on 15 January 2018 because the rules of the DBP specify 
that the matching shares will receive dividends in the three-year holding period.

During FY18, shares were transferred to Mr Montanana on 22 June 2017 in settlement of the 25 000 matching shares 
under the DBP which vested (50% of the pledged shares) plus 2 903 shares (FY17: 2 536 shares) in lieu of dividends 
on the matching shares during the three-year performance period. The value of the shares transferred to Mr Montanana 
on that date was US$124 000 (FY17: US$81 000).

Mr McCartney’s holding of SARs in Westcon Group, Inc. which he was awarded as a non-executive director of Westcon 
Group, Inc. in line with American practice for directors’ fees and awards (as approved by the Remuneration Committee) 
is shown below:

Grant 
date

Grant
 price
(US$)

SARs 
held at the 
beginning 

of the year

Granted
 during 

the year

Lapsed
 during 

the year

Exercised
 during 

the year

SARs
 held at

 year-end

JF McCartney 01/07/2012 80.60  2 500  –  –  (2 500)  – 
01/07/2013 79.50  2 500  –  –  (2 500)  – 
01/07/2014 64.00  2 000  –  –  (2 000)  – 
01/07/2015 79.00  3 000  –  (500)  (2 500)  – 
01/07/2016 69.00  3 000  –  (1 000)  (2 000)  – 

Total 13 000 – (1 500) (11 500) –

During the year the Westcon SAR Plan terminated in accordance with the change of control provisions in its rules on 
completion of the SYNNEX transaction. All vested and 50% of unvested SARs were settled based on the cash 
completion valuation.

The proceeds paid to Mr McCartney on termination of the Westcon SAR Scheme during FY18 were 
US$66 570 (FY17: US$2 500).

There has been no change in the directors holding office up to the date of approval of these financial statements.

24. FINANCIAL INSTRUMENTS
24.1 Financial risk management objectives

The management of financial risks relating to the operations of the Group is in line with the Group’s decentralised 
business model with oversight through divisional audit, risk and compliance committee meetings. 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 rate risk), credit risk and liquidity risk.

The Group seeks to minimise the effects of these risks by matching assets and liabilities as far as possible or 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 regularly to the Group’s Audit, Risk and Compliance Committee.

The Group’s financial assets and liabilities consist mainly of cash and cash equivalents, accounts receivable, 
accounts payable and 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 through optimisation of the debt and equity balance. The Group’s overall 
strategy with respect to the debt and equity balance remains unchanged from FY17. The capital structure of the 
Group consists of debt, which includes the borrowings disclosed in Notes 16 and 20, cash and cash equivalents 
and equity attributable to equity holders of the parent, comprising issued capital (see Note 15), reserves and 
retained earnings.
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