Six-year review

2016 2015 2014 2013 2012 2011

IN US DOLLAR (US$’000)

Revenue 6454782 6443536 5683054 5246667 5033394 4302972
Continuing operations 6401171 6421646 5464474 5063855 4940164 4293955
Acquisitions 53 611 21890 223 580 182 812 93 230 9017

Operating profit before interest, taxation

depreciation and amortisation (‘EBITDA”) 162 110 206 393 175 265 185 538 190 191 142 181

Operating profit before goodwill and

w intangible adjustment/impairment 110 606 157 758 127 530 141 373 150 644 104 976

% WestconGroup* 62 212 100 207 67 447 98 200 120 360 91 277

< Logicalis 56 430 74165 67 523 54 697 42 609 31 340

% E Consulting* 1245 2 362 1041 2 081 3 331 (764)
o 8 Corporate and other holdings (13 378) (19 590) (13 210) (14 314) (17 502) (15 886)
o Head office foreign exchange gain/(loss) 4 097 614 4729 709 1846 (991)

E Profit before taxation 88 434 140 162 101 796 127 247 137 971 78178
Profit after taxation 48 478 88 628 64 300 85 084 89 069 45 940

28 Attributable profit 39 949 73772 55780 78 077 80 846 41 893

Headline profit 40 016 73674 62 083 78 071 80188 44 020

Capital distribution and dividends

to shareholders (22 200) (33 286) (31 594) (32 394) (36 383) (21 713)

Non-current assets 766 142 701 809 673 650 661 324 574 970 515 590

Current assets 2616800 2572773 2318374 2028740 1823437 1481342

Equity attributable to equity holders of

the parent 830 366 870 850 871617 865 433 823 369 727 702

Non-controlling interests 39 054 41 599 52 868 51578 56 059 42 677

Non-current liabilities 112 645 103 710 94 131 84 324 66 083 91102

Current liabilities 2400877 2258423 1973408 1688729 1452896 1 135451

Net cash inflow/(outflow) from operating

activities 68 018 115400 (84 434) 241 664 32942 (100 897)

Net cash outflow from investing activities (119 289) (51 477) (69 127) (119 405) (55 476) (46 000)

Net cash outflow from financing activities (33 407) (36 025) (16 358) (46 058) (64 067) (15 036)

Cash net of short-term borrowings (132 685) (22 101) (41 770) 73316 1813 83219

Cash net of short and long-term

borrowings (205 398) (87 124) (86 740) 47 621 (20 454) 48120

IN US CENTS

Headline earnings per share 19 37 32 4 43 24

Underlying* earnings per share 32 42 36 43 48 38

Basic earnings per share 19 37 28 41 43 23

Net asset value per share 397 428 442 448 439 392

Tangible net asset value per share 115 159 170 175 197 178

Distribution per share (US cents) 17 17 17 17 16 13
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2016 2015 2014 2013 2012 2011

RATIOS
Return on capital employed 121% 16.8% 13.6% 15.5% 17.6% 13.3%
Return on invested capital 6.5% 10.8% 9.4% 11.5% 13.3% 12.6%
Return on average shareholders’ equity 7.8% 9.5% 8.1% 9.8% 11.5% 10.0%
Net debt-to-equity ratio 0.25:1 0.10:1 0.10:1 (0.06):1 0.02:1 (0.07):1
Current ratio 1.1:1 1.1:1 1.2:1 1.2:1 1.3:1 1.3:1
EBITDA margin 2.5% 3.2% 3.1% 3.5% 3.8% 3.3%
Operating profit margin 1.7% 2.4% 2.2% 2.7% 3.0% 2.4%
Interest cover 5.9 9.4 7.0 6.9 8.7 8.8
Percentage change in SA Consumer
Price Index 7.0 3.9 5.9 59 6.1 3.7
STOCK EXCHANGE PERFORMANCE
Total number of shares traded ('000) 149 707 79 850 54 038 79 044 60176 104 059
Total number of shares traded as a
percentage of total shares 72.3% 40.0% 27.5% 41.4% 32.4% 56.6%
Total value of shares traded (R’million) 8 901 4 335 2888 3832 2 337 3494
Prices (cents)
Closing 4648 6 005 4701 4 871 4 500 3576
High 8 088 6290 6138 5768 4510 3848
Low 3 820 4 601 4270 4199 3252 2720
Market capitalisation (R’million) 9735 12 227 9268 9405 8 448 6 637
P/E ratio (underlying earnings) 11 13 13 13 13 13
SHARES ISSUED
Issued (million) 209 204 197 193 188 186
Weighted average (million) 206 199 197 191 186 184
EMPLOYEES
Number of employees at the end of
the year 8 681 8248 7 627 6 586 5611 4 836
Average number of employees 8 465 7 938 7107 6 099 5224 4 481
Operating profit per average employee
(US$’000) 13 20 18 23 29 23
Gross assets per employee (US$’'000) 390 397 392 408 427 413

EXCHANGE RATES
Rand/US$ statement of comprehensive

income translation rate 13.7 11.0 10.1 8.4 7.3 7.2
Rand/US$ statement of financial

position translation rate 16.2 1.7 10.7 8.8 7.5 7.0
Notes:

— Tangible net asset value per share is calculated using net asset value exclusive of intangible assets, gooadwill and capitalised
development costs and the number of shares in issue at the end of the financial period.

— Return on capital employed is calculated using operating profit before intangible and goodwill adjustment/impairment and the
average of opening and closing capital employed. Capital employed is calculated using total shareholder funds plus all long-term
liabilities including amounts due to vendors of a long-term nature but excluding deferred tax liabilities and liability for share-based
payments.

— Return on invested capital is calculated using net operating profit after tax and average invested capital. Net operating profit after tax
is calculated using operating profit before intangible and goodwill adjustment/impairment to which amortisation of acquired intangible
assets is added back, and is tax effected at the normalised effective tax rate. Invested capital is calculated using total shareholder
funds plus long-term liabilities and short-term interest-bearing liabilities less cash and cash equivalents.

— Return on average shareholders’ equity is calculated using underlying* earnings and the average of opening and closing equity
attributable to the equity holders of the parent.

— Debt, for the purposes of the debt-to-equity ratio, includes all long-term liabilities including the short-term portion of long-term debt
but excluding deferred tax liabilities, amounts due to vendor and liability for share-based payments. Net debt includes cash and cash
equivalents.

— Ratios referring to operating profit use operating profit before gooadwill and intangible adjustment/impairment.

— Interest cover is calculated using EBITDA over finance cost.

— The SA Consumer Price Index is sourced from Statistics South Africa.

— Detailed segmental information is set out in Note 32 of the consolidated annual financial statements on pages 162 to 165.

# Excluding impairments of goodwill and intangible assets, profit or loss on sale of investments and assets, amortisation of acquired
intangible assets, unrealised foreign exchange movements, acquisition-related adjustments, fair value movements on acquisition-
related financial instruments, restructuring costs and the taxation effect on all of the aforementioned.

* The results of Intact have been included in WestconGroup from FY15 and in the Consulting division in preceding periods.
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Value added statement
for the year ended 29 February 2016

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.
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During FY16, Datatec added
US$783 million of value

(FY15: US$869 million),

which was distributed among key stakeholders
as shown below:
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81% 15 79%) 5% (Fy15: 6%)
of the value created was distributed  of the value created was distributed
to employees in the form of salaries, directly to governments in the
wages and benefits. jurisdictions in which the

, Group operates.
It should be noted that this element represents the

gross payments to employees. Employee tax and
social taxes are deducted from this in accordance 30/0 (FY15: 3%)

with the laws of the jurisdictions in which the of the value created was paid to
employees are employed and remitted to the the GI’OUD’S providers of loan capital

governments concerned in a secondary distribution in the f fint t t
of the value generated from Datatec’s operations. N the torm ot interest payments.

11% Fvis: 12%)
of the value created during
FY16 was retained in the Group
for reinvestment to sustain and
expand the business.

17 cents (FY15: 17 cents)
dividend per share maintained
for fourth consecutive year
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2016 2015
US$’000 US$’000

Revenue
Other income not included in revenue:

6 454 782 6 443 536

Interest received 3670 4 324
Less: Paid to suppliers for materials and services (5 675 345) (5579 279)
Total value added 783 107 868 581
Distributed as follows:

Employees

Salaries, wages and benefits 632 678 687 566
Providers of capital

Financing costs 27 549 21930
Government

Taxation — current 36 588 53 081
Total value distributed 696 815 762 577
Portion of value reinvested to sustain and expand the business

Depreciation and amortisation 51 504 48 635

Goodwill adjustments

Deferred taxation 3 368 (1 547)

Minorities’ interests (8 529) (14 856)

Equity holders of the parent 39 949 73772
Total value distributed and reinvested 783107 868 581

Value added statement

5%

@® Emplo

11%

yees

81%

@ Providers of capital

@ Government

@ Reinvested in the Group

Datatec Integrated Report 2016

o
2
o

PERFORMANCE

w
-




WestconGroup - Divisional report

Westcon & Comstor

Delivering Résults Together

Performance

-o Revenue of US$4 869.6 million
- Gross margins of 10.2%

-o |[ncreased revenue in North America, Europe and Asia-Pacific

- EBITDA of US$88.5 million

-o Building the foundation for future profitability
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Dolph Westerbos
WestconGroup CEO

Cathy Jessup
WestconGroup CFO

Corporate overview
WestconGroup, which goes to
market under the Westcon and
Comstor brands, is a value-added
distributor of category leading
security, unified communications and
collaboration, network infrastructure
and data centre solutions with a
global network of speciality resellers.
It also has strong capability practices
in cloud, services and global
deployment solutions.

Westcon-Comestor is represented
across six continents, distributes to
180-plus countries and territories,
operates more than 20 logistics/
staging facilities and transacts with
more than 20 000 customers
globally.
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Westcon

Operating in North America,

Latin America, Asia-Pacific, Europe,

Africa and the Middle East, Westcon

provides solutions from a broad

portfolio of premier vendors.

Westcon has deep expertise in the

following technologies:

e Security solutions: Blue Coat,
Check Point, F5 Networks,
FireEye, Fortinet, HP, Juniper
Networks and Palo Alto Networks;

e Unified communications and
collaboration: AudioCodes, Avaya,
Jabra, MultiTech Systems,
Plantronics, Polycom and SMART
Technologies;

e Networking infrastructure: Aruba,
Extreme Networks and Juniper
Networks; and

e Data centre: Citrix, Fujitsu, NetApp,

Riverbed and VMware.

Comstor

Comstor is the Cisco-centred

business unit of Westcon-Comstor,

shipping to more than 100 countries.

The business distributes the full line

of Cisco solutions:

e Cisco One Network Environment
(“ONE”) enterprise networking:
routing, switching, wireless LAN
and network management;

e Security: adaptive security
appliances, email and web security
(formerly IronPort), Sourcefire,
Prime Security Manager, Meraki
MX UTM appliances;

e Collaboration: call control,
presence, UC clients (desktop and
mobile), contact management,
content management, voicemail,
web conferencing, video/
telepresence infrastructure and



end points social networking
(on premise and hosted);

e Data centre: rack and blade
servers, UCS Director, Intelligent
Automation for Cloud, Tidal
Enterprise Scheduler, Nexus DC
Switch Range;

e SolutionsPlus and DevNet
ecosystem partner applications;

e Cisco Services: SMARTnet, Smart
Care and Advanced Services; and

e Software and loT”: delivery of more
outcome-based capabilities
through software and networked
connections, fulfiling the vision of
“Internet of Things”.

Westcon-Comstor

Westcon-Comstor also has capability

practices, or specialities, that it offers

globally under its Westcon-Comstor
brand:

e Cloud: Amazon Web Services and
Microsoft Azure and Office 365;

e Services: supply chain, financial,
education, technical support and
professional; and

e Global deployment solutions:
logistics, staging, strategic
stocking, configuration, project
coordination, VAT recoverability;
and global contracting, credit
applications, and terms and
conditions.

Despite a difficult macroeconomic
environment during the year,
particularly in emerging markets from
which Westcon-Comstor derives a
third of its business,
Westcon-Comstor continued to
invest in common tools and
processes with the goal of creating
exceptional customer experiences,
driving operational excellence and
providing new capabilities around
services and cloud.

Roll out of its enterprise resource
planning (“ERP”) software and
systems, including SAP and a new
human resources information system
tool, and the creation of shared
services centres and BPO in EMEA

required significant investments.
The company also began to see the
benefit of creating new capabilities in

its services business and cloud
solutions.

Revenue contribution % by product category

8%

43%

19%

® Cisco @ Unified communications

Revenue by business unit

@ Security

® Data centre and other

56%

® Comstor

Revenue by customer

@® Westcon

13%

19%

@ Reseller

@ System integrator

@ Service provider
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WestconGroup - Divisional report continued

How Westcon-Comstor
creates value

Vision and value proposition
Westcon-Comstor knows it takes
more than anticipating technology
trends to empower its channel
customers. Understanding how
those trends change the way
businesses operate, delivering scale,
and managing complexity in the
channel, ensures its value. The
company does that through
education, technical design

and business services — to become
the trusted advisers of its customers.
Westcon-Comstor works with the
world’s best known and most
innovative technology vendors to
create effective routes to technology
markets critical to its growth while
also providing fast time to revenue.
By providing the right products,
services, fast-changing technologies
and resources to capitalise on fast
changing market opportunities,
Westcon-Comstor has become the
ICT channel’s go-to source for
security, unified communications,
network infrastructure, data centre,
cloud and services solutions.

As a global value-added distributor
at the centre of the technology
supply chain, Westcon-Comstor is
ideally positioned to enable both

[T vendors (suppliers) and solution
providers (customers) to effectively
reach and support businesses of all
sizes in any industry.
Westcon-Comstor through its
Accelerate Programme continually
scans the market for emerging
technology vendors who can help
expand its portfolio of exceptional
products and create the greatest
opportunities for its customers. The
skills, expertise, loyalty and
dedication of its employees
worldwide are the driving force
behind not only the success of the
organisation, but also that of its
vendor and solution provider
partners. Westcon-Comstor operates
under the highest ethical standards
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and actively supports the

communities, industries and markets

where it conducts business through
charitable and socially responsible
programmes.

Westcon-Comstor’s strategy
Since its founding in 1985,
Westcon-Comstor has evolved its
business model with one clear
principle in mind: enabling partners
through focus and value-added
capabilities. This strategy has
allowed Westcon-Comstor to
successfully navigate myriad market
changes over the years, emerging
stronger and more responsive to
vendor and solution provider needs.
Westcon-Comstor’s leadership team
continues this practice today using
five strategic priorities as its
foundation:

o Create efficiencies - drive
operational excellence, deliver a
consistent customer experience
and provide a more automated,
self-service business model. This
is accomplished by standardising
processes, a common technology
foundation, developing shared
services and optimising internal
systems.

e Enhance vendor portfolio
— ensure the most relevant, fastest
growing categories are
represented, available and
supported by adjacent technology
practices. This heightens
Westcon-Comstor’s ability to
anticipate technology evolution,

maintain its thought leadership
position and accelerate incubation
of promising vendor technologies
globally.

Strengthen partner enablement
— create a clear and compelling
value proposition that makes
Westcon-Comstor the distributor
of choice for technology solution
providers worldwide.
Enhancements to eCommerce
and self-service tools, business
intelligence capabilities and
globalisation of the

Westcon-Comstor EDGE partner
framework (“Engage, Develop,
Grow, Extend”) help drive this
initiative and build strategic
relationships with global accounts.
Globalise services capabilities
— become the worldwide channel
leader in value-added,
complementary white-labelled
technology and business
operations services. Technical
services include first- and second-
level technical support; new
automated provisioning and
configuration capabilities; and
remote monitoring and
professional services such as
deployment, maintenance and
solution design. These services
are being enhanced with new
capabilities in financial, marketing
and business operations services.
Create channel cloud
capabilities — build the most
compelling offering combining
technology with managed and
digital services. Westcon-Comstor
continues to evolve this new
practice, optimising partner
enablement services for the cloud.
Westcon-Comstor’s BlueSky
Cloud and Service Management
platform, built to keep its channel
customers at the core of the
ongoing digital services lifecycle,
reports key information and offers
real-time analytics to help
customers manage and grow their
cloud business.

A key objective for Westcon-Comstor
is improving profitability through its
strategic priority actions. The
company is driving its mix to services
and other higher margin offerings,
managing its operating costs and
driving efficiencies. Examples include
centralising and outsourcing
transactional work; consolidating
businesses, management, processes
and locations; creating and deploying
better tools for automation; and
investing overall in IT.



Progress against strategic priorities

FY16 priorities

e Create efficiencies -0

e Enhance vendor portfolio -0

e Strengthen partner enablement  -o

e Globalise services capabilities -0

e Create channel cloud capabilities —o

Markets

The company experienced growth
in its North America, European and
Asia-Pacific markets. Westcon-
Comstor experienced a difficult
environment, especially in emerging
markets in Africa and Latin America,
but also witnessed a slowdown in
North America and Europe,

FY16 execution of priorities

e Completed BPO in EMEA;
Asia-Pacific plans under way

e Reorganised elements of Latin
America and Africa operations

e Consolidated offices, managed
headcount and base business
operating costs

e Completed SAP implementation
in six Asia-Pacific countries;
staged to launch new
eCommerce, web presence and
quote automation in North
America

e Focused on 16 global vendor
market leaders with dedicated
management, global strategy/
approach, and regional
alignment and execution

e Added Amazon Web Services,
Microsoft cloud and “born in
the cloud” vendors to grow
cloud business

e Enhanced the global vendor
incubation programme
(Accelerate) to quickly and
efficiently onboard new vendors

e Began global implementation of
a “Digital Transformation” project
that enables better user
experiences

e Executed global contracts,
business plans and credit
services

e Broadened services capabilities
beyond core technical and
supply chain services

o Built “white label” offers

e Evolved financial services to
meet shift from CapEx to OpEx
needs

e Built global cloud organisation
structure and integrated into
business planning and reporting
processes

e | aunched BlueSky Service and
Management digital platform in
North America

particularly in the second half of the
year. This volatility resulted in a
foreign exchange loss, extended
accounts receivable collection times
and increased bad debt expense in
certain markets. Westcon-Comstor
has taken necessary steps to reduce
costs in challenged markets and to
limit further exposure.

-0

-0

_O

-0

-0

FY17 priorities

Continue to build efficiencies
Complete SAP roll out across
Asia-Pacific, Europe and the
Middle East

Complete BPO in Asia-Pacific
Plan for BPO in North America
Roll out productivity
enhancement tools in North
America and Europe

Continue to expand portfolio
Continued roll out of Accelerate
emerging vendor programme
Broaden cloud vendor and ISV
portfolio
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Continue enablement
Launch Westcon-Comstor
EDGE for cloud

Accelerate services business
through stronger sales
enablement

Globalise renewals support
capabilities

Roll out new supply chain
services capabilities

Accelerate partners’
transformation to cloud
Build out vendor and ISV offering

Performance

WestconGroup accounted for 75%
of Datatec’s revenues (FY15: 75%)
and 52% of its EBITDA (FY15: 56%).
WestconGroup’s revenues were
unchanged at US$4.9 billion (FY15:
US$4.9 billion) with revenue growth
in North America, Europe and
Asia-Pacific offset by lower results in
Latin America and AME.
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WestconGroup - Divisional report continued

Constant currency** sales increased
8% with higher results across all
regions except AME. Of
WestconGroup’s revenue, 37% was
generated in North America (FY15:
34%), 33% in Europe (FY15: 32%),
10% in Latin America (FY15: 12%),
10% in Asia-Pacific (FY15: 10%) and
10% in AME (FY15: 12%).

Gross margins were 10.2% (FY15:
11.2%) with the decrease in

margin largely attributable to the
reclassification of outbound freight
costs from operating expense to
cost of sales in FY16. Adjusting FY15
in a similar manner results in a
comparable FY15 margin of 10.3%.
Gross profit was US$497.1 million
(FY15: US$542.2 million). Adjusting
FY15 for the outbound freight

cost reclassification results in a
gross profit decrease of 1.0%
(adjusted FY15: US$502.2 million).
Operating expenses were
US$408.6 million (FY15:

US$417.1 million). Adjusting FY15
for the impact of the freight
reclassification results in an adjusted
FY15 operating expense total of
US$377.1 million. The underlying
8% increase in operating expenditure
is due to a combination of

US$14.7 million of foreign exchange
losses associated with the
devaluation of the Angolan Kwanza;
US$14.9 million of restructuring
costs mainly associated with the
EMEA transformation and transition
to BPO; increased provisioning
against accounts receivable,
particularly in Latin America and
Africa; and higher headcount.
Operating expenses as a proportion
of revenue increased to 8.4%

(FY15: 7.8% after freight reclassification).
WestconGroup has initiated certain
restructuring actions aimed at
right-sizing its cost base.

WestconGroup’s EBITDA was
US$88.5 million (FY15:

US$125.1 million) with lower results
across all regions except North
America, while EBITDA margins were
1.8% (FY15: 2.6%), with lower
margins in all regions except North
America. Operating profit was
US$62.2 million (FY15:

US$100.2 million).

Net working capital days increased
to 34 days (FY15: 27 days) driven by
higher DSO and lower inventory
turns offset by higher payable days.
Higher net working capital days,
reduced cash earnings and
increased capital expenditure
resulted in an increase of

US$105.8 million in net debt to
US$271.0 million.

Of the US$29.5 million capitalised
development expenditure in FY16,
the majority is attributable to the SAP
ERP system roll out, productivity tool
development through Digital
Transformation and Cloud
development.

Angola, in recent years, has been

an important contributor to the
profitability of the AME region. In
FY15, revenue in the country totalled
US$61.1 million. The weakened
Angola economy, mainly as a
consequence of the fall in the price
of crude oil, has led to a material
decline in the exchange rate of the
Kwanza to the US Dollar. Additionally,
the National Bank of Angola
instituted capital controls that render
the timing and quantum of
conversion of Kwanza to the US
Dollar very difficult and unpredictable.
This resulted in foreign exchange
losses of US$14.7 million in FY16, of
which US$10.2 million has been
classified as unrealised. Management
has implemented a series of actions
to control the exposure in Angola
and other volatile markets and to
minimise further losses.

WestconGroup has successfully
implemented a restructuring and
BPO transformation of its EMEA
operations to deliver future
improvements in operational
efficiency. Total costs in FY16 were
US$13.2 million and a further
US$1.4 million is expected to be
spent in FY17, as planned. The
success of this project has resulted
in similar initiatives being
contemplated in Asia-Pacific and
North America. In Asia-Pacific, the
scope of this project has been
finalised and will include elements of
the finance and operations functions.
Total costs in FY17 are expected to

be approximately US$7.0 million.
Similar planning work on North
America is under way.

The roll out of SAP across
WestconGroup will continue in FY17.
The remaining countries in Asia are
expected to go live in FY17, with the
Middle East markets in H1 FY17 and
continuing with other markets in

H2 FY17.

Partners: customer and vendor
relationships

Westcon-Comstor’s partners include
technology vendors, and customers
such as 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
videoconferencing, network storage,
unified messaging and network
security. Westcon-Comstor also
provides a range of comprehensive
services to complement these
solutions, such as Westcon-Comstor
EDGE, its unique partner enablement
platform.

Partner engagement programmes
and an ongoing focus towards
vendor relationships continue to
create new market opportunities
both now and in the future. Westcon-
Comstor’s 16 global vendor lines
provide the company’s foundation for
future growth. As examples, Juniper
was recently launched into China,
NetApp was launched across Latin
America, Palo Alto Networks was
expanded to more countries, and
Avaya’s Unified Communications as
a Service solution is now marketed
globally. Westcon-Comstor continues
to build new strategic alliances with
vendors across targeted categories
in security, collaboration, hybrid
storage and cloud.

Awards and recognition
Westcon-Comstor’s leadership,
vision, programmes and performance

** The pro forma constant currency information, which is the responsibility of the Datatec directors, presents the Group’s revenue for the
current year had it been translated at the average foreign currency exchange rates of the prior year. This information is for illustrative
purposes only and because of its nature, may not fairly present the Group’s revenues. The Group’s auditors have issued a limited
assurance report (in terms of ISAE 3000 Assurance Engagements other than Audits or Reviews of Historical Information) on the
pro forma financial information presented, a copy of which is available for inspection at the Company’s registered office.
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continue to draw the attention of the technology market it serves. From vendor partners to technology journals, the
reaction is clear: Westcon-Comstor’s relentless commitment to excellence transcends all facets of the organisation.

Accolades include:

Westcon Global — Global
Distribution Partner of the Year,
Palo Alto

Westcon UCC - Unified
Communications Best Practice,
Plantronics

Westcon Australia and New
Zealand - Distributor of the Year,
Juniper

Westcon EMEA - EMEA
Distributor of the Year, F5
Westcon UCC UK - Distributor
of the Year, Avaya

Westcon Middle East - Best
Business Development Initiative
of the Year, APC

Westcon Africa — Sub-Saharan
Africa Award — Distinction of
Authorised Distributor, VMware
Westcon Africa — North Africa
Award — Distinction of Authorised
Distributor, VMware

Westcon MAT & Africa -
Distributor of the Year for Emerging
Markets, VMware

Westcon South Africa —
Distributor Award of Excellence
for High Performance and
Achievement, Zebra

Westcon Security Africa —
Distribution Contribution of

the Year 2015, Juniper

Westcon LATAM - Worldwide
Distributor of the Year for Emerging
Markets, VMware

Westcon LATAM - Top Distributor,
Fortinet

Westcon LATAM - LATAM
Distributor of the Year, Aruba
Westcon Brazil - LAC Distributor
of the Year, Citrix

Westcon Brazil - LATAM Distributor
of the Year, Check Point

Comstor US - Global Collaboration
Distributor of the Year, Cisco
Comstor Philippines - APJC DAP
Distributor of the Year, Cisco
Comstor Philippines - Distributor
of the Year, Cisco

Comstor UK - Networking and
Infrastructure Distributor of the

Year, Cisco

Comstor UK - Networking and
Infrastructure Distributor of the Year,
CRN Channel Awards

Comstor Africa — Collaboration
Partner of the Year, Cisco

Comstor Africa - Africa
Distribution Partner of the Year,
Cisco

Comstor Middle East -
Distribution Partner of the Year,
Cisco

Comstor Belgium - Distributor
of the Year, Cisco

Comstor Nordics - Distributor
of the Year, Cisco

Comstor France - Distributor
of the Year, Cisco

Comstor MCO - Distributor

of the Year for Security, Cisco
Comstor Mexico - Distributor
of the Year, Cisco

Comstor Brazil - Distributor

of the Year, Cisco
Westcon-Comstor Sweden

- North Europe Distributor Award,
Juniper

Westcon-Comstor NOLA - Value
Added Distributor, Citrix
Westcon-Comstor Brazil -
100 Best IT Companies to
Work For

Westcon-Comstor’s executives are
active members of the industry body,
the Global Technology Distribution
Council (“GTDC”), and its CEO
serves as executive director on the
Board. The GTDC is the industry
consortium representing the world’s
leading technology distributors who
together represent more than
US$130 billion in annual revenue.

Outlook

Under the leadership of CEO

Dolph Westerbos — appointed late
2013 — and his executive leadership

team, Westcon-Comstor is building
a foundation for future growth.

Because of the company’s broad
geographic portfolio, the worldwide
economic slowdown impacted its
business in FY16. As a result, the
company has reduced its cost
structure and derisked its business in
volatile markets.

Westcon-Comstor will continue to
invest in best-in-class common
systems and processes to drive
efficiencies and create exceptional

partner experiences. It will continue
to advance its ERP roll out,
productivity tools, and BPO
programme across its regions.

The company will also continue
to expand its emerging vendor
incubation plan, the Accelerate
Programme, to ensure greater
success and profitability for
promising new technologies.

Globally, significant focus remains on
growing and driving the company’s
highly profitable services business
and accelerating cloud.
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Logicalis - Divisional report

SSLOGICALIS

Business and technology working as one

Performance

-o Revenue flat at US$1 532.8 million
- Gross margins of 23.1%

-o Results negatively impacted by strong US Dollar

- Acquisition of ATIG in the US and Thomas Duryea in Australia

Mark Rogers
Logicalis CEO

Robert Bailkoski
Logicalis CFO

Corporate overview

Logicalis Group (“Logicalis”) is an
international multi-skilled solution
provider providing digital enablement
services to help customers harness
digital technology and innovative
services to deliver powerful business
outcomes.

Logicalis’ customers cross industries
and geographical regions; and the
company’s focus is to engage in the
dynamics of its customers’ vertical
markets; including financial services,
TMT (telecommunications, media
and technology), education,
healthcare, retail, government,
manufacturing and professional
services, and apply the skills of its

4 000 employees in modernising key
digital pillars; data centre and cloud
services, security and network

Datatec Integrated Report 2016

infrastructure, workspace
communications and collaboration,
data and information strategies, and
IT operation modernisation.

Logicalis is the advocate for its
customers for some of the world’s
leading technology companies
including Cisco, HPE, IBM,

CA Technologies, NetApp, Microsoft,
Oracle, VMware and ServiceNow.

Logicalis has revenues of over
US$1.5 billion and operates in
Europe, North America, Latin
America and the Asia-Pacific region.

How Logicalis creates value
Logicalis’ go-to-market strategy is
built around engaging with its
customers to deliver tangible
business outcomes through

implementation of data centre,
networking, communications and
collaboration solutions, mobility, data
and information analytics, cloud
services, and its Optimal Service
portfolio: integration and professional
services, lifecycle and managed
services and cloud solutions, with

a growing focus on embedding
security across all the technology
offerings.

Logicalis continues to evolve its
market offering, and it is seeing
growth in new markets, specifically
in its Internet of Things (“loT”)
practice in Brazil, its Independent
Software Vendor (“ISV”) practice in
North America, and in its IT Service
Management (“ITSM”) practices in
Europe.



Furthermore, Logicalis works with
both IT and now line-of-business
stakeholders to align business
strategy with technology
investments, driving strategic
business objectives through the
intelligent adoption and application
of technology for competitive
advantage. In the last 12 months,
Logicalis has seen the growth in the
Consulting and Advisory Services
area of its business, and has created
an European Advisory Services
group, mirroring its

already successful practice in

Latin America.

Logicalis demonstrates its value
through its ability to service the
changing demands of a more digitally
literate customer, employee, student,
or citizen, who now demand
improved access to experiences,
services and products, driven by
increased use of mobility, social
media, data analytics and cloud.

Logicalis’ goal is to be a strategic
partner of the CIO, enabling them to
satisfy and operate all aspects of IT
more effectively, accelerating the
adoption of automation across its
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 its organisation.

Logicalis has an independent and
therefore flexible and objective
approach to how customers own,
operate and consume core [T
services which enables it to achieve
its core business goals. This drives
Logicalis’ revenue streams in
systems integration, lifecycle and
managed services, and a growing
opportunity in provisioned cloud
services. Logicalis seeks to help all
stakeholders understand the value of
technology investments, and choose
the ownership, operational and

consumption model that is right
for their individual business
circumstances.

Logicalis’ strategy

Logicalis’ strategy is based on four

key success factors:

e Technical excellence in advanced
and emerging technologies;

e |ndustry and business know-how
and intrinsic understanding of its
customers’ business challenges;

e The ability to define, package and
deliver solutions and services that
meet the business or technology
demands of its customers; and

e The capability to support the
changing operational and IT
consumption demands of its
customers.

Revenue by segment

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 main markets
and establishing Logicalis as the IT
partner of choice for customers.

Logicalis” key aims include the

following:

e Achieve above industry average
EBITDA ratios and cash
conversion;

e Continue with balanced growth,
organic and through acquisition;

12%
69%

® Product @ Professional services

Revenue by vendor

® Maintenance and managed services

25%

52%

7%

@® Cisco @ IBM

6%

16% 1

® HP @ Other
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Logicalis - Divisional report continuea

o (Offer lifecycle IT solutions and
services in all operating territories;

e Maintain leadership in innovation
for its solutions and service
offerings;

e Increase annuity (recurring services
revenues) sales;

e Focus on customer business
needs at both the CIO and
line-of-business levels;

e |nvest in processes, people and
systems that provide its customers
with consistent industry best-in-
class service;

e | everage knowledge and best
practice processes in all territories;
and

e Attract and retain high-calibre
employees.

To achieve these strategic objectives,
Logicalis continues to focus on
building long-term relationships by:

e Engaging with customers at all
levels and across stakeholder
communities;

e Focusing on business outcomes
and value;

Progress against objectives

e Positioning itself as a trusted and
capable partner for technology
and service excellence; and

e Expanding its portfolio of Logicalis
products, solutions and services
through investment in resources,
expertise, partnerships and
acquisitions.

Logicalis’ strategic positioning
provides benefits and also carries
business-specific risks, examples
of which are discussed below.

The market transition to cloud is now
happening at a more controlled
pace. Logicalis’ customers are now
strongly investing in cloud services,
particularly around cloud
on-premises and hosted
infrastructure services (private cloud
and managed private cloud).
Logicalis has been able to capitalise
on this move, especially in the private
cloud market, but it's now seeing
demand from its customers to
access the public cloud as part of a
hybrid cloud strategy. This is

particularly evident in North America
and Europe, where public cloud is
gaining maturity and acceptance,
creating requirements for new
partnerships and skills availability in
its business. To respond to this,
Logicalis has invested in hybrid cloud
services in all markets and its recent
acquisition of Thomas Duryea in
Australia positions Logicalis well to
capitalise on this.

Logicalis generates a
disproportionate percentage of its
operating profits in Brazil and its
market position there also presents
possible business risk. A slowdown
in the Brazilian economy, resulting in
a slowdown in the service provider
market, has impacted the business
during FY16 and could impact its
future growth potential and
profitability. Logicalis is building a
broader customer base in Brazil, in
enterprise and the public sector
markets, to manage the impact of
this risk.

FY16 objectives FY16 execution of objectives FY17 priorities

e Continue to increase the
services and annuity revenue mix

e Reposition the UK operation
following the expiry of the Welsh
government contract

e Improve the performance of the
Australian operation

e Achieve revenue growth in
excess of the market rate by
concentrating on higher growth
segments and further
engagement with vendors
growing at faster rates

e Seek further acquisition
opportunities

e Ensure successful integration
of recent Inforsacom acquisition
in Germany
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-0 e Services and annuity revenue

increased by 10% on a constant
currency basis, although the mix
showed a modest decline as
product revenue increased

by 13%

e Restructuring in the UK and
Australia continued during FY16
and benefits are expected to be
delivered in FY17 and beyond

e Revenue increased by 12% on
a constant currency basis

e Market growth on the same
basis is estimated at low single
digits

-0 e Continue to focus on improving

the services and annuity revenue
mix

e Increase offering of data
analytics and security services

e |mprove operational leverage
by managing the cost base
effectively such that operational
costs reduce as a percentage
of revenue

—0 e |ncrease offering of data

analytics and security services

e Four new acquisitions completed —o e Seek further strategic

during FY16

e |nforsacom performed ahead of
expectations in FY16 and
integration activities are ongoing

acquisitions

e Ensure successful integration
of ATIG (USA) and
Thomas Duryea (Australia)



Markets

The demand for IT infrastructure in
the markets in which Logicalis
operates was again mixed during the
year. The market for networking
technology products, servers and
storage grew in the US and

western Europe but was down
substantially year-on-year in

Latin America. Consequently, total
Logicalis revenues remained flat
during the year. In particular, demand
from the telecommunications
operators and service providers in
Brazil was weaker due to the
continued impact from the economic
slowdown.

For IT infrastructure, the outlook for
growth remains broadly flat. Analysts
are predicting modest growth in

[T investment in 2016 across the
geographic markets in which
Logicalis operates except for

Latin America, where market
uncertainty in Brazil is causing
general unease for service providers
and telecommunications operators.
However, certain key areas within
Logicalis’ portfolio are expected to
grow rapidly over the course of 2016
and beyond. These include private
cloud and computing, big data and
analytics and security.

Logicalis is fully engaged with the
acceleration of the move towards
loT, capitalising on the “smarter
resources” opportunity (people,
offices, streets, cities, factories and
universities) in Latin America in
particular.

Logicalis sees a continuing desire
among its ClO and line-of-business
stakeholders to build true muilti-
source multi-service environments,
bringing a single portfolio for the

business from both internal IT
services and the growing mix of IT
as a Service (“ITaaS”) offerings.

According to Logicalis’ third annual
survey of over 400 CIOs worldwide,
almost one-third (31%) of CIOs
globally are routinely sidelined when
it comes to making IT purchasing
decisions, but a growing number
(42%) are now actively embracing a
new internal service provider model
in an attempt to stay relevant to
line-of-business colleagues.

The phenomenon of Shadow IT,
when line-of-business executives
bypass the IT department and CIOs
in making IT investments, is now a
reality for the vast majority — 90% of
ClOs worldwide find themselves
bypassed by line-of-business at least
sometimes. With CIOs gradually
losing the battle to retain the balance
of power in IT decision-making,
two-thirds (66%) of ClOs still hold the
balance of power over spending,
making more than 50% of purchase
decisions. This shows that the threat
from line-of-business driven IT
choices is forcing CIOs to realign
their IT strategy to better serve the
needs of their line-of-business
colleagues, and transforming IT to
become the first choice for all IT
service provisions.

ClOs are just about maintaining
overall control of IT spend, but with
the democratisation of IT through
technology consumerisation,
ubiquitous mobility, growth in the
cloud and business transformational
technologies such as analytics,
line-of-business colleagues’ power in
decision-making is only going to
present increasingly tough challenges
for the CIO and the wider business
executive.

However, it seems that
transformation is taking shape within
IT departments. CIOs are freeing
themselves from the day-to-day
operational tasks, with 38% now
spending at least 50% of their time
on strategic activities. It seems clear
that CIOs are seeking to regain
control by establishing “internal
service providers” capable of
delivering the choice of services their
organisation needs, whether those
services are built and operated
internally, sourced from managed
service partners or are consumed
from the cloud.

Given the need to align 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 (“SDNs”)
and data centres (“SDDCs”).

Alongside these technology
transitions, the market continues to
demand 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 and expects
growth in these areas beyond 2016.

As Logicalis’ customers move to a
model where they have a blend of
internally and externally provided
systems, solutions and services,
Logicalis continues to invest in
defining and bringing to market
pre-packaged 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 11 locations, across
Asia-Pacific, Europe, Latin America
and North America).
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Logicalis - Divisional report continuea

Performance

Logicalis’ management is focused on
building a strong business through
organic growth and acquisition and
has delivered a reasonable financial
performance in the year under review
in difficult trading conditions and
against the headwinds of a strong
US Dollar.

Revenue, excluding sales to other
Datatec companies, was flat at
US$1.5 billion (FY15: US$1.5 billion),
including US$53.6 million of revenue
from acquisitions made during the
year. Revenue performance was
deflated by the impact of a strong
US Dollar, particularly versus the
Brazilian Real. On a constant
currency™ basis, revenues increased
by 12.0%.

Logicalis achieved gross margins of
23.1% (FY15: 24.2%). This was
impacted by the devaluation

of the Brazilian Real versus the

US Dollar and a general decline

in service margins. As a
consequence, gross profit was
down 5% to US$353.4 million
(FY15: US$371.6 million). EBITDA
declined by 17% to US$80.9 million
(FY15: US$97.0 million), resulting

in an EBITDA margin of 5.3%
(FY15: 6.3%).

After charges for depreciation and
amortisation of intangible assets,
operating profit was down 24% to
US$56.4 million (FY15: US$74.2 million).

DSO for accounts receivable of

45 days at year-end was
exceptionally low, mainly due to
stronger cash collection on a specific
number of large deals transacted
towards the end of the financial year
(FY15: 58 days). Changes in
customer mix also influence this
metric. Logicalis’ DPO for accounts
payable worsened to 82 days (FY15:
89 days) as the impact of payment
holidays taken in FY15 unwound. Net
cash was US$77.6 million, only 6%
lower than US$82.4 million at

28 February 2015 despite making
two large acquisitions during the
year. An operating cash conversion
ratio for the year of 74% of EBITDA
was offset by acquisitions funded in
the year, capital expenditure on fixed
assets, taxation and increased
interest payments.

Effective 1 May 2015,
Logicalis UK acquired Trovus,
a leading provider of analytics
dashboard solutions to
business executives.

Effective 1 September 2015,
Logicalis USA acquired the
trade and assets of Advanced
Technology Integration Group
(“ATIG”"). ATIG provides IT and
professional services including
data centre, unified
communications, cloud and
infrastructure integration
throughout the Midwest, and
also in select east and west
coast markets of the United
States.

Effective 1 October 2015,
Logicalis acquired Lekscom
Limited, a Jersey-based
networking and collaboration
provider, adding new
capability to bolster its
Channel Islands operation.

Effective 1 December 2015,
Logicalis Australia acquired
Thomas Duryea, a leader in
designing, building and
deploying data centre, data
management, enterprise
information systems, systems
management and cloud
environments for mid-sized
and large enterprises in
Australia, building strength
and adding scale to its
existing Australian operations.

** The pro forma constant currency information, which is the responsibility of the Datatec directors, presents the Group’s revenue for the
current year had it been translated at the average foreign currency exchange rates of the prior year. This information is for illustrative
purposes only and because of its nature, may not fairly present the Group’s revenues. The Group’s auditors have issued a limited
assurance report (in terms of ISAE 3000 Assurance Engagements other than Audits or Reviews of Historical Information) on the
pro forma financial information presented, a copy of which is available for inspection at the Company’s registered office.
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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.

Its strong relationship with Cisco
(Logicalis’ primary vendor partner)

in its core products was maintained
in FY16. However, a number of
countries were presented with
specific awards in its strategic priority
revenue segments, such as Logicalis
US winning the Cisco 2016 US
Nationals Cloud Reseller Partner

of the Year Award and Logicalis’
Latin American businesses winning
the Cisco Cloud Builder Partner of
the Year. In addition, Logicalis UK
was recognised as the Cisco Service
Partner of the Year.

In FY16, Logicalis Spain was
awarded Partner of the Year by IBM.

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.
Logicalis will maintain its focus on
investing and innovating in its main
areas of growth — data centre,
networking, communications and
collaboration, cloud solutions and
managed services. Emerging trends
such as private cloud, security
services, 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.

General market conditions for IT
products and services is forecast

to improve in FY16 but trading
conditions, particularly for product
sales, remain challenging. The strong
growth in cloud-based solutions is
disrupting the IT market. Logicalis will
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 annuity-based managed
services.

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 operating profits.
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Consulting - Divisional report
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Performance

-0 Revenue of US$51 4 million

-o Challenging sales year putting pressure on operating margins

-0 EBITDA of US$1.9 million
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Bram Moerman
Analysys Mason CEO

Corporate overview

The Consulting division, comprising
the majority-owned businesses
Analysys Mason, Mason Advisory
and The Via Group, accounted for
1% of Group revenues (FY15: 1%)
and 1% of EBITDA (FY15: 1%).

Analysys Mason is a global specialist
in telecommunications, media and
technology (“TMT”), established for
more than 30 years. The business
delivers strategic, trusted advisory,
modelling and market intelligence
services to the telecommunications,
IT and digital media industries.

The Via Group (“Via”) is a specialist
systems integrator providing
products and services to support
unified communications and

Datatec Integrated Report 2016

integrated voice solutions. Effective
1 March 2016, Logicalis US, an
international IT solutions and
managed services provider
announced that it has agreed to
acquire Via from Logicalis’ parent
company, Datatec Limited. As such,
Via’s performance for FY16 is
included in the Consulting division
and its future performance will be
included as part of Logicalis’ results.

Mason Advisory was created in 2014
but has a 20-year heritage of
supporting business-critical IT
projects. Its consultants provide
advice on complex IT and digital
challenges to large organisations
across the public and private
sectors.

How Consulting creates value
Analysys Mason is wholly focused on
its sector and is respected for its
exceptional quality of work,
independence and flexibility. It helps
operators, financial institutions,
media organisations, regulators and
a range of other public sector bodies
in more than 100 countries to:
e Design strategies that deliver
measurable results
e Make informed decisions based on
market intelligence and analytical
rigour
e Develop innovative propositions
to gain competitive advantage
e Implement effective solutions to
improve business operations



Mason Advisory delivers strategic,
trusted IT advice, working with
clients to reduce risk and improve
efficiency. Advice ranges from
strategy development through to
solution design, procurement,
security and programme delivery.

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,
Via helps guide customers and
partners through the important
processes that translate the
tremendous value of unified
communications to the bottom line.
Customers represent many verticals
with particular focus on energy,
healthcare, legal and higher
education.

Consulting strategy

The Consulting division represents

a breadth of expertise through
separate but complementary
business units specialising in
strategic consulting, research,
programme management,
communications platform integration
and technical staff augmentation.
With a focus on all TMT sectors, this
division provides insight and a
vantage point observing trends and
developments in the ICT industry.

Analysys Mason'’s approach is based
on a unigue combination of applied
intelligence, independent opinions,

a passion for problem solving and
consistently looking closer and
seeing further. This approach
engenders strong long-term
relationships with clients and
Analysys Mason monitors this repeat

business by reference to the
percentage of company sales in

a financial year derived from clients
for whom Analysys Mason has
undertaken projects during the
preceding financial year. The value
of this metric was 69% for FY16
(FY15: 66%).

Mason Advisory is focused on the
primary challenges facing large
organisations in relation to IT. Big
areas of current interest include

[T cost reduction, IT service
improvement, migration to cloud
services and implementing effective
organisation-wide IT security. Mason
Advisory continues to provide
industry leading specialist expertise
in the field of mobile communications
services to the emergency services
sector.

Via is recognised as a skilled partner
in the delivery of unified
communications and integrated
voice solutions and is a leader in
providing professional services to
support Avaya and Microsoft-based

Revenue % contribution

unified communications solutions.
With roots in telephony, IT and
messaging products, Via aims to
provide services that bridge the gap
between telephony and computing
to deliver best-in-class, multi-vendor,
integrated unified communications
solutions.

Notwithstanding an impressive client
list within the division, all units are still
subject to the combined dynamics of
discretionary spend constraints and
dependence on a sizeable volume of
relatively small, short-term projects.

All units have a technical bias and a
key priority for the division remains
sustaining profitability without diluting
the significant value propositions
delivered by its highly skilled
employees.

9%

10%

81%

® Analysys Mason @ Mason Advisory @ Via
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Consulting - Divisional report continued

Progress against objectives
Listed below are the FY16 objectives of the division, including a discussion on the progress towards these objectives.
The emphasis on sales diversification, propositions and talent helps to balance the highly volatile nature of consulting.

FY16 objectives FY16 execution of objectives FY17 priorities

e Targeted sales activities to -0 o Analysys Mason established a —0 e Analysys Mason to develop its
continue to diversify the company and opened an office offering in the smart energy/
customer base and improve in Hong Kong following smart cities market focusing

i scale successful hire of senior staff on telecommunications advice
() in early FY16 to utilities
<zt e Recruited David Healey, a e Analysys Mason to further build
% E well-known expert in smart out the Hong Kong delivery team
oo energy/smart cities, to build a as appropriate
& new proposition at Analysys e Analysys Mason Research
E Mason to evaluate opportunities to
e Continued investment in the develop an enterprise
Analysys Mason Research proposition
46 business in Asia and Middle e Mason Advisory Home Office
East and North Africa delivery role on Emergency

Services Mobile Network (“ESN”)

e Mason Advisory looking to
establish/build additional
capability in the enterprise sector
for global companies looking
for independent IT advice

e Mason Advisory to build
additional IT security skills to
support public and private
sector clients

e \ia to integrate its sales and
services practices with

Logicalis US
e Specific initiatives to improve -0 e Continued focus on internships =0 e Identify senior hires that can
resource recruitment, and graduate recruitment, who provide geographic or
development and retention are brought quickly up to speed proposition diversification along
of high-calibre people using the proven graduate with business development
training programme at Analysys expertise
Mason e Continue to recruit high-calibre

interns and graduates
e Retain talent by offering career
development and progression

e Seek acquisition opportunities -0 e Due diligence of a potential —o0 e Seek appropriate growth
to improve scale acquisition target performed, but opportunities in research
ultimately management decided capabilities

not to pursue the opportunity
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Markets

Analysys Mason’s Consulting division
experienced quite a volatile year with
a slow H1 compensated for by a
stronger H2. In terms of geographies,
there was a noticeable recovery of
demand in Europe offset by a decline
in the Americas. Overall demand was
relatively stable year-on-year.

While Analysys Mason Consulting’s
core propositions of regulatory and
strategy advice experienced a
decline, increased demand for
transaction support compensated
for that.

Analysys Mason'’s Research division
experienced growth in emerging
markets and a stabilisation of
demand in Europe and the US.

During FY16, Mason Advisory
delivered quality advisory work
across several sectors and
geographies. The business continued
to build on its impressive track record
with the UK and international
emergency services clients and
made solid strides in developing its
enterprise [T capability.

Performance

Revenues were US$51.4 million
(FY15: US$55.2 million). The lower
revenues translate into lower
utilisation levels and consequently
lower divisional gross margins of
33.5% from 34.6%. Cost reduction
initiatives were undertaken during the
year, but operating margins have
fallen and EBITDA is US$1.9 million
(FY15: US$3.2 million). Analysys
Mason and Mason Advisory have
reported a positive, albeit reduced
EBITDA, while Via has reported an
EBITDA loss. From FY17, Via will be
included in the Logicalis Group
results.

Partner and vendor
relationships

All'units build and maintain
relationships with partners and
customers throughout the process
of an engagement — from thought
leadership to sales, through project
management and engineering up to
project completion, to ensure that
services are delivered to support
desired outcomes. The nature of the
specific engagements differs both by
unit and by project.

Analysys Mason occasionally
partners with other consultancies on
specific projects, delivers research to
industry vendors and operates as a
vendor independent, trusted adviser
to its customers.

Mason Advisory prides itself on its
independence. This allows the
company to provide impartial advice
to clients that genuinely reflects the
best options to meet their needs.
However, it is crucial that it
understands the evolving technology
market, and to do so it participates in
a number of vendor-led consulting
liaison programmes. Mason Advisory
also embraces strategic partnerships
where they support its aim of building
the business, while ensuring clients
receive the best possible service.

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 experiencing a
slow start to the year in terms of new
demand. A good backlog is partly
compensating for this and the
outlook (based on customer
interactions) appears to indicate an
improving picture throughout Q1 and
into Q2.

Mason Advisory is looking to build on
the strong growth in the second half
of FY16 in order to consolidate a
profitable and sustainable long-term
business to meet the demands of its
clients and offer a rewarding
environment for its staff.
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